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Work comp takes smaller
piece of the public pie

Public entities' cost of risk

1996 1998
Property Property
13% 13%
Liability Liability
Workers Workers

compensation compensation

Source: Public Risk Management Assn., Deloitte & Touche L.L.R
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Updates

NCCI forecasts worsening
workers comp combined ratios

ORLANDO, Fla.-Workers compensation
insurers are facing "a pattern of accelerating

deterioration” as two key combined ratios
are both expected to increase several per-

centage points this year, according to new es-
timates from the National Council on Com-

pensation Insurance.
The accident-year ratio, which considers

losses only from accidents in a given year, is
predicted to climb five percentage points to a
record 130% this year, up from 125% last

year. This is occurring despite stable loss

See Updates on nezt page

National

enters bankruptcy

By DOUGLAS McLEOD

WOODLAND HILLS, Calif.-Supe-
rior National Insurance Group Inc. is
seeking bankruptcy protection after
losing a court fight with California
regulators over a rehabilitation plan
for its insolvent workers compensa-
tion insurance units.

Superior National, the holding coin-
pany for four California-domiciled in-
surers now in conservation, had pro-
posed a plan to continue operating the
insurers with reinsurance support
from General Electric Co.'s Employers
Reinsurance Corp. Instead, though, a

Los Angeles judge last month ap-
proved another plan submitted by reg-
ulators under which Kemper Insur-
ance Cos. will provide the reinsurance
backing.

Citing the ruling, Superior National
filed for bankruptcy reorganization
for itself and three non-underwriting
units on Thursday.

"Superior National is disappointed
that a demonstrably better (reinsur-
ance) offer which we solicited and
supported was rejected by the (Cali-
fornia Department of Insurance),” J.
Chris Seaman, the company's presi-
dent and chief executive officer, said

in a statement.

"The confidential and rushed ap-
proach by the (insurance department)
limited its own ability to review our
better offer and left the Superior
Court judge with no choice but to up-
hold the (department's) puzzling rec-
ommendation of a less worthy deal,”
Mr. Seaman charged.

Meanwhile, Foundation Health Sys-
tems Inc. announced last week that it
expected to be sued by Superior Na-
tional over FHS's 1998 sale of Busi-
ness Insurance Group Inc. to the trou-
bled insurer. The biggest insolvency

See Bankrupt on page 109

Public entity  High court closely watched

cost of risk

declined

By RODD ZOLKOS

Public entities' cost of risk declined from 1996 to
1998, largely as a result of the soft insurance market
but also due to a clearly increased investment in risk
management.

Those are among the key findings of a new survey
conducted by the Public Risk Management Assn. and
Deloitte & Touche L.L.P. The survey, based on fiscal
1998 data, is the third biennial Cost of Risk Evalua-
tion in State and Local Government.

Perhaps most significantly, the latest survey is the
first to show an increase in the number of full-time
public entity risk managers and the number of full-
time employees in their departments.

The percentage of respondents employing full-time
risk managers increased to 86% in 1998 from 72% in
the 1996 study and 73% in the 1994 report. And the
size of their departments doubled on average during
the period, to an average of 12 full-time employees in
1998, from six in both 1996 and 1994.

"We see a substantial increase in the number of
full-time risk managers," said Edward A. Pouzar, a
director at Deloitte & Touche in New York, who led
the government cost of risk evaluation project. "It's
really increased in the category called 'All Other,"’
which is probably your utilities and your transit
agencies," he said.

In 1998, 83% of the public entities in the "other”
category reported having full-time risk managers, up
from 65% in the 1996 study.

The survey also showed that public sector risk man-
agers still typically report to entities' finance depart-
ments, as they did two years ago, Mr. Pouzar said.

As for government entities' cost of risk, the survey
found that for 1998, the total average cost of risk was
$6.2 million, down $500,000 from the 1996 average
cost of risk.

"It's got to be primarily a function of the soft mar-
ket,"” Mr. Pouzar said. "If you look at the categories,

See Public on page 109

Ruling could limit review of jury verdicts in civil cases

By JUDY GREENWALD

WASHINGTON-Depending on
how the U.S. Supreme Court rules
in an upcoming age discrimination
case, employers could find it more
difficult to successfully appeal un-
favorable jury verdicts in all civil
cases filed in federal court, some at-
torneys say.

Attorneys say the Supreme
Court's ruling in Roger Reeves us.
Sanderson Plumbing Products Inc.,
which is expected next month, may
in effect limit appellate judges' dis-
cretion to reverse jury verdicts. Be-

cause juries tend to favor plaintiffs
in such cases, this could negatively
affect employers.

Other attorneys say the Supreme
Court decision is more likely to nar-
rowly focus on the "bread and but-

ter" issue presented in the case,
which concerns the amount of evi-

dence needed to establish that an
employer is guilty of age discrimina-
tion.

Because both issues were present-
ed to the court, it is not clear on
which one the justices will focus
their decision.

"This is a sleeper case," said Eric

Med mal, product awards up

Jury awa rds rising: Study

By MICHAEL BRADFORD

Sharp increases in jury awards in product liability and

medical malpractice cases are fueling increases in the size

of all personal injury awards, according to a new study.
The median amount of compensatory damages awarded

by juries in personal injury cases rose 7% in 1998 to $50,000

$55,000
50,000
45,000

from $46,695 in 1997, according to the 1999 edition of

"Current Award Trends in Personal Injury,"” published ear-
lier this month by Jury Verdict Research of Horsham, Pa.

40,000

35,000
1993

The study analyzes only awards and not the amounts paid

to plaintiffs at settlement, which often can be considerably

lower.

Contributing to the increase were a 137% jump in the

$1,400,000

median compensatory award in product liability cases and

a 46% rise in the median in medical malpractice cases.

1,000,000

JVR compiled the report from its database of 168,000 per-
sonal injury cases in state and federal courts. While the

database does not include all personal injury cases, JVR
maintains that the number is sufficient to provide accurate

500,000

200,000
1993

award statistics. Because it takes time to compile informa-

See Awards on page 110

Schnapper, a University of Wash-
ington School of Law professor in
Seattle, who co-wrote the plaintiff's
Supreme Court brief.

"This could bring about a real sea
change in practice in the appellate
courts in reviewing civil jury ver-
dicts generally, or it could be sort of
a non-event in which the court
writes a very narrow decision. . .and
just doesn't go any further."

The case involves Roger Reeves, a
57-year old employee of Columbus,
Miss.-based Sanderson Plumbing,
who lost his job as supervisor in

See Appeals on page 112

Median awards move up

National jury-award median for personal injury cases

1994 1995 1996 1997 1998

National jury-award median for products liability cases

+137%

1994 1995 1996 1997 1998

Source: Jury Verdict Research
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Employers look for way around captive benefit laws

By JERRY GEISEL

could be a crucial U.S. De-
partment of Labor ruling,
employers and their advisers

are exploring new ways to

fund employee benefits
through captive insurance companies.
Th€ pending ruling involves a re-
quest by Herndon, VVa.-based
Columbia Energy Group to fund
long-term disability risks through a
Vermont "branch” of its Bermuda-
domiciled captive. Columbia Energy's
filing has been viewed by risk man-
agement and employee benefit ex-
perts as a test case of whether the de-

partment will relax a key restriction
that has been making it difficult for
most companies to use captives to
fund employee benefit risks, like
group life and LTD programs.

Under the most significant restric-
tion, the department requires that at
least 50% of a domestic captive's pre-
miums be third-party business for the
parent to fund employee benefit risks
through the captive. That test rules
out most captives from funding their
parents' benefit risks since few com-
panies would want their insurance
subsidiaries to take on so much unre-
lated business

Virtually all of the Columbia Ener-
gy captive's business relates to

Columbia Energy. As a result, if the
Labor Department were to rule in fa-
vor of the energy giant, that would
give the green light to hundreds of
other employers to fund benefit pro-
grams through their domestic cap-
tives.

The Labor Department, though, has
yet to rule on Columbia Energy's ap-
plication, which was filed last August.
While there was initial speculation-
triggered by comments made a Labor
Department official-that the depart-
ment might rule in favor in Columbia
Energy, no one knows when the de-
partment will rule, much less how the
ailing will go.

"This isa very sensitive issue," said

Violin by Antonio Stradivari.
Insurance by AXA Nordstern Art.

Henry Saveth, an attorney with New
York-based William M. Mercer Inc.,
in theorizing why the department has
been slow to issue a ruling.

While the waiting continues, some
legal experts are advancing ways am-
ployers could fund benefits throigh
their captives even if the insurance
subsidiaries haven't met the 50% ‘est.

For example, the law firm I£Boeuf,
Lamb, Greene & MacRae L.L.P. in
New York is asking the Labor De-
partment for an advisory opinion on
whether a group of Fortune 100 corn-
panies with captives could use tnose
captives to fund each other's benefit
risks.

According to the letter: "Company

Few instruments are valued as highly as a Stradivari, which explains why the owners of these valuable

instruments often turn to us. As the leading authority in the field of fine art and collectibles, AXA Nordstern :

Art Insurance Corporation insures the world's finest collections. And as a member of the global

AXA Group, with $650 billion* in assets under management, we offer the clout of one of the world's largest

financial services companies. The AXA Group includes AXA Financial and its companies: -
AXA Advisors, Equitable Life, Alliance Capital and DLJ. For more information, please call 1-877-AXA-4-ART.

NEW YORK

Nordstern
ART

CHICAGO

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

DALLAS

BEVERLY HILLS

*As a' 12/31/98

A would place risks relating to one 01
more of its benefit plans with the af-
filiated insurers of Companies B anc
C, while Companies B and C wouk
place risks relating to their beneh
plans with the affiliated insurer o
Company A."

Through this arrangement, the 50%
test would be met since the captive:
would not be funding "related" em
ployee benefit business, the lettei
says. The department currently is re-
viewing the letter.

Meanwhile, captive and benefit ex-
perts note that there are benefit risk:
that employers can fund through thet
captives without having to secure La-
bor Department approval. The de-
partment only has jurisdiction ove
benefit plans, such as group healtl
and life, covered by the Employee Re
tirement Income Security Act. So-
called non-ERISA plans that the de
partment does not regulate includ,
benefit plans covering employees out
side the United States, group auto anc
homeowners' plans, as well as benefi
plans sponsored by public employers.

So far, few employers have evei
considered funding non-ERISA bene
fit plans through their captives. Em
ployer misunderstanding may be a
least partly to blame.

"There have been myths propagat
ed that you can't fund benefit
through a captive," said Mitchell Cole
a principal with Tillinghast-Tower
Perrin in New York.

In fact, Mr. Cole says, "There are ;
lot of non-ERISA benefits that can b,
funded through captives in a cost-ef
fective way."

And some employers already an
funding ERISA benefits through thei
captives because they have been abil,
to meet the Labor Department's 50%
test

Since Oct. 1, Danbury, Conn.-basec
Union Carbide Corp. has used a U.S
Virgin Islands branch of its Bermuda
domiciled captive, Westbridge Insun
ance Co., to reinsure a portion of lif,
insurance policies written b:
Metropolitan Life Insurance Cd
MetLife has written the policies fo
about 10 years. More than 60% O
Westbridge's premiums are unrelats
to Union Carbide risks.

Union Carbide Assistant Treasure
Richard Inserra says the life reins«
ance business is broadening the cap
tive's book of business, controllin;
costs and allowing the captive ti
share in the profits with the primar!

iNnsursr . 1

Mr. Inserra says life insurance is a]
excellent risk to fund through a cap’

tive.

"It is one of those risks that over th
long run, you are going to make J
profit. You will not make a lot of mon'
ey, but you should make an under;
writing profit and you will have in
vestment income,"” he said.

And, using a captive to substantial
ly reinsure life insurance risks mal
"put a bit of a damper"” on the prima
ry fronting insurer's ability to rais
costs, he added.

Still, Mr. Inserra notes, barring th
Labor Department easing the 509,
test, few other employers will be abl
to do the same.

While Columbia Energy doesni
meet the 50% test, it said, in anticipd
tion of the ruling, that benefits wer
sweetened so that disabled employee'
receive 60% of their salary. Previous
ly, the plan offered a LTD benéefit c'
30% of salaiy up to the Social Securf
ty wage base and 60% of salary ove'
the wage base. Other changes includ
a more liberal definition of liability.

Those improvements precede

comments made by a key Labor Dc
See Benefits on page t
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Benefits

Continued from page 4

partment official who said the meet-
ing the 50% test no longer would be
an absolute prerequisite to win de-
partment approval.

The department would consider, for
example, the quality of primary insur-
ers used by a captive and whether
plan participants benefit from the ar-
rangement

Funding employee benefit pro-
grams through captives has been dis-
cussed for years as a way to broaden
captives' risks and cut costs.

Since the early 1990s an additional,
albeit potential, reason to fund tene-
fits through captives emerged: in-
creasing the likelihood a parent com-
pany can deduct property/casualty

premiums paid -0 its captive.

Discussion of th€ tax advantage
was triggered by court decisions and
an Internal Revenu€ Service ruling.
Several appellate courts ruled that a
parent can deduct premiums paid to
its captives so long as the captve
writes a significant amount of unre-
lated business

Those rulings preceded an IRS ml-
ing that said employers can deduct
group term life insuran::e premiums
paid to the captives because the pre-
miums represent unrelated business.

So, if the parent funds enough €m-
ployee benefit business through the
captive, the captive could be consid-
ered as writing a significant amount
of cutside business. That would in-
crease the likethood theparent wculd
be able to deduct property/casualty
premiums paid to the captive.

Captive insurers keep an eye
on tighter reinsurance market

By JUDY GREENWALD

igns of a hardening reinsur.
ance market are beginning to
be felt by captive insurers,
but the firming process still

is in its early stages.
Although loss-beset lines,
such as California workers compensa-
tion, are most likely to feel the pinch
of higher reinsurance pricing, there
has been some overall hardening as
well and, in response, captive pro-
grams are sometimes being restruc-

< HUMANA®

tured to retain more risk. Reinsurers
also are paying closer attention to
their underwriting.

Capacity, however, remains readily
available. Furthermore, as ili any
market, good businesses continue to
get the best deals.

Although the market is slowly
tightening, "it's not a disaster area,"
said Michael Woodroffe, president of
Bermuda-based Meadowbrook Inter-
national Ltd., a reinsurance interme-
diary that specializes in captives. He
added, though, "l would say a client

Workers Compensation Services
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needs to pay more attention to thei
reinsurance buying. It's not somethinl
that will take care of itself any more,’

"It's definitely bottomed out," saic
Mary Harrington, corporate risl
management director for Subaru o
America Inc., based in Cherry Hil]
N.J. "l anticipate that we'll see som
hardening in the reinsurance nex

year," said Ms. Harrington, whos

firm has a Bermuda captive, Pleiade

Insurance Co. Ltd.

"Reinsurers seem more reluctant t,

want to do multiyear reinsuranc
deals today than they were even 1:
months ago," said James D. Hintor.
vp-insurance for Nashville-basec
Columbia/HCA Healthcare CorT
which operates Nashville-base
Health Care Indemnity Inc. Althoud]
it technically is not a captive becaus
ithasa commerciallicense, 95% of it
business comes from its parent com
pany, Mr. Hinton explained.

Meanwhile, a continuing hot topi
in captive reinsurance is cross-class.
or basket aggregate, coverage, ii
which property and casualty risks ar
reinsured within the same reinsur
ance policy over a captive's retention

So far, though, there continues to b
more talk than action in terms of busi
ness written, say reinsurers, interme
diaries and others. Some beliew
though, that cross-class coverage
may become more popular if themar
ket continues to harden.

Similarly, securitization deals usin
captives are more often talked abou
than actually done.

Some market observers believ
that, in general, the captive reinsur
ance market has been hurt by the con
solidation in the industry. Consolida
tion, they say, has inevitably cut dow.
on the number of underwriters in th
business and, by extension, the pac
of innovation.

As reinsurance pricing increase
the opportunity to cut costs by using
captive operation...is very appeal
ing," said Donald Watson, a directo
of Standard & Poor's Corp. in Ne,
York. "The critical point right now i
that reinsurers are walking away
from poorly priced risks, said M
Watson. "On the other hand, they'r
vey anxious to grow."

"To the extent they can find well
priced captive risk, they will jump o
it," Mr. Watson said, "and | thin
that's the issue for captives.

"Reinsurance is becoming more ex
pensive, and they end up having to rE
tain more risk as a result. Typicall:
the way to accommodate higher pric
ing is to increase the attachmer
points by the captive," he said.

Bill Watson, executive vp at Re
lianee National Insurance Co, in Nei
York, said that, as in the overall mai
ket, "there is some hardening, but it
selective hardening, and it's not majc
at this point." He did say, though, thi
property coverage is hardening moi
than casualty.

Overall, however, "it's very compe

itive," said Reliance's Mr. Watsoi
"The price may be going up slightli
but the capacity is there," he said.

Meadowbrook's Mr. Woodrofj
said, "We're seeing the vanilla stuff
pretty much renewing as expiring, bi
it's getting harder to find capacity fc
start-ups, and there is definitely an ir
crease in certain lines."

R. Lincoln Trimble, vp-underwri
ing manager property/casualty 1
Chubb Atlantic Indemnity Ltd. j
Bermuda, agreed. "We clearly see

See Reinsurers on page 1
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Continued from page E

hardening and are part of the harden-
ing process itself,"” he said. Certain
classes of business are particularly
difficult to place. These include work-
ers comp in California, workers comp
for professional employee organiza-
tions and contractors and trucking
automobile liability, he said.

Robert A Mulderig is chairman
and CEO of Bermuda-based Mutual
Risk Management Inc. which has a
rent-a-captive operation and man-
ages captives and brokers reinsur-
ance. "l think there's still plenty of ca-
pacity, but | think re nsurers have
been through a period where their re-
suits have been less than stellar in the
second half of 1999," Mr. Mulderig
said. "And | think the market's begin-
ning to turn and reinsurers are begin-
ning to demand a bit more price and
better terms.”

Mr. Mulderig also said that reinsur-
ers are "probably being more deliber-
ate in their analysis of the risk than
certainly what we saw last wai-."

Dow Walker, Nashville-based
chairman of Willis' health care prac-
tice, agreed. "l think we're seeing a
return to underwriting cm the rein-
surance side, rather t-lan just filling
out capacity," which is applicable to
captives as well as the industry over-
all, Mr. Walker said.

"However, of Coul'50, in a captive,
there's much more likelihood that the
captive would retain a greater
amount of risk," which means -.he

reinsurance is further away from she

ground-up loss exposure. "So, from
that standpoint, you har-3 a lessening
of the effect,” he said.

Gregory Myers, president and CEO
of Woodland Hills, Calif.-based Bech-
er + Carlson Cos., a unit of American
Re-Insurance Cc., said that, while
there is still plenty of capacity avail-
able, "what we're typically seeing in
the marketplace is peogle are less in-
terested in writing guaranteed-cost
prograrns, or they're cieman(ling a
higher retention or partripation for a
captive owner or insur'ed.

"In general, | think the marketplace
is just less aggressive than it was a
year ago. For a good account, though,
-he market's still pretty open for
them," Mr. Myers said.

Others agree. ' The history that you
track is the key to geting the lower
price," said S&P s Mr. Watson.

John Lower-, executive v-3 of Iselin
N.J.-based International Risk Man-
agement Americas Inc., a captive in-
surance company manager, said he is
"seeing some movement in the mar-
ketplace in terms of rases increasing,
depending upon the hazard, location,
exposure. '

"On the other hand, risks that have
a gooc spread c f risk ind don't have
exposure to any partizular catastro-
phe type of loss . are also seeing sta-
bility in the marketplace," he added.

Mr. Lower also poin:ed so the long-
term partnerships he said captives
traditionally fostel- wi--h their reinsur-
ers. Because of these strong relatior_-
ships, the pricing will not be as severe
nor the changes as dramatic for cap-
tives as they will be for others if the

market hardens, he said.

Tom Wronski, director of insurance
and risk management for Boston-
based Fidelity Investments, for in-
stance, said the company's captive,
Bermuda-domiciled Fidvest Ltd.,has
renewed ts reinsurance program of
July 1 with no problem.

"We nave had some loss exper_-
ence, but ncthing that's pierced the
reinsurance iayer," he said. 'The way
our program is structured, of course,
we reta_n a large part of the risk."

Mr. Wronski said that Fidelity has
strong long-term relationships with
Lloyd's syr_dicates, which are the
captive's inain reinsurers.

Meanwhile, there is still more talk
than actic,n in the cross-class front.

Mr. Lower said, "l think there's still
a lot of people talking about it, but |
don't think it's being done with the
frequency shat some people would
like yo.1 to believe." But, he added, "I
do believe there are still people sen-
ously c onsidering that type of an cp-
tion.”

"That's still a difficult sale," be-
cause .t is a complicated transaction,
said SaF"s Mr. Watson. But it appeals
to the corporate risk manager as a
way to manage volatility, he said.

Fur.hermore, "it's not necessarily
efficient to buy several different types
of polices to cover every type of risk"
if one pc,licy that covers several risks
can be obtained, he ssaid.

"l would expect that, as more peo-
ple uriderstand the product and fine-
tune the sclutions,” there will be more
cross-class deals, S&P's Mr. Watson
said.

Mr. Mulderig agreed that "it's teen

more talked about than .t has teen

business reality."

In the :oft market, capacity in each
of the individual lines "has been so
plentiful and relatively inexpensive
that it has been somewhat of a solu-
tic,n looking for a problem. But, |
think, as the situation changes, it
could held more appeal,” Mr. Mul-
del'ig said.

Becher + Carlson's Mr. Myers said,
"It seems like how finite risk was in
the early '905, where there's a lot of
educaticn but not as many programs
actually completed.”

But Ln71ike some others, he does not
necessarily believe that more of this
business will be written in the future.
Insurers are not "going to be as ag-
gressive in writing the more-creative
types of programs. It's going to work
for the right insureds that have the
r-ght exposures and are interested in
the product”

There has also been relatively little
securitization involving captives.

Willis' Mr. Walker, said though,
that 'clearly, secul'itization is some-
thing that we're going to see more of"
in the future.

"So far, we've seen more talk than

any actual action." although there
continues to be a real interest in look-
ing at more creative uses for captives,
said Becher + Carlson's Mr. Myers.

Meanwhile, finite risk continues to
'De popular

"I think that finite risk has been ap-
olied to captives for a number of
vears now successfully,"” Mr. Mul-
derig said.

MI'. Walkei- agreed. "l think that we

have seen a continuous need or inter-

est" on the part of captives in losss

portfolio transfers." With the market
very soft, "it just seemed to make
sense to do a loss portfolio transfer to
take liabilities off your books, be-
cause the cost of transfer was very at-
tractive. And | think we're seeing a
continuation of that, but | don't know
that the trend has actually picked up
any."

Mr. Myers said, "I'd say it's still be-
ing used for the insui-ed that needs the
spread of risk protection, but it's for a
unique type of insured.”

"Most of the insureds are able to get
the coverage they need without hav-
ing to do a finite risk transaction," he
said.

Centre Solutions, which focuses
primarily on finite risk and some oth-
er coverages not traditionally avail-
able in the marketplace, has, in fact,
seen little captive reinsurance busi-
ness in the past year or so, though the
reinsurer remains interested in the
business, said Tom Dickson, its New

York-based chief underwriting offi-

The more conventional markets
"are offering favorable terms that al'e
allowing companies to rely less on
their captives than they have in the
past,"” MIl. Dickson said.

Another factor that may be having
an indirect but real impact on captive
Trinsurance is the smallel number of
underwriters. Although total capaci-
tv may remain undiminished, each
consolidation deal removes from the
martel an underwriter- who may have
proposed an innovative program,
idea, or concept, Mr. Walker said.
-It's sort of a shrinkage of the talent
pool, more or less," he said. EIll
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Continued from page 14

The UBP had been- viewed as the
pro-business establishment party,
whereas the PLP traditionally has
been seen as a radical party concerned
more with social issues than the suc-
cess of Bermuda's business.

But, soon after the election, busi-
ness leaders felt reassured that the
new premier, Jennifer Smith, would
not make radical changes that would
harm business on the island.

Over the past year, however, the
government has implemented or pro-
posed several pohces that some cap-
tive managers say could hurt the in-
ternational business sector.

So far, the government has raised
the payroll tax in Bermuda to 12.75%,
from 12%, and increased the fees
levied on companies by 5%.

In addition to raising the payroll
tax, the government now imposes the
tax on the actual pay of employees.
Previously, a "notional" pay figure of
$73,200 could be used, which, in ef-
feet, lowered the taxation.

While the increases rnay appear
moderate, the effect of taxing real pay
is significant and increases the costs
for captive manageN and internation-
al insurers, several captive managers

said.

"Government has to finance its ini-
tiatives somehow. We all understand
that, and we recognize that we all do
well out of Bermuda, but there is the
risk of killing the goose that laid the
golden egg," Mr. Gorman said.

Increases in fees and employment
taxes do add to the cost of doing busi-
ness in Bermuda, said Mr. Cossar of
Aon. "It's something we are not hap-
py about, but it's not the end of the
world," he said.

But government proposals to tight-
en immigration rules could cause sig-
nificant problems for international
businesses in Bermuda, some captive
managers say.

The proposal that is causing the
biggest concern is a nine-year limit on
work permits for non-essential per-
sonnel, defined as senior executives
and those who possess skills not read-
ily available in Bermuda.

"We have got challenges in that
area, in terms of the flexibility we are
given in how we staff our companies,”
said Mr. Ezekiel of LAS, who is also
chairman of the international compa-
nies' division of the Bermuda Cham-
ber of Commerce and is involved in
the discussions with the government
over the proposals.

Limiting the time foreign personnel
can spend in Bermuda would make it
more difficult to attract high-quality
staff, he said.

The government proposals, if they
go through unchanged, could hamper
the ability of captive managers to at-
tract and retain staff, said Mr. Cossar
of Aon.

Employees who come to Bermuda
may be put off by the proposed nine-
year maximum for non-key employ-
ees, because it would limit their possi-
bilities for career pmgression, he said.

"But the dialogue we have with the
government is very positive," Mr. Cos-
sar said.

If employment restrictions are
tightened, it could hurt captive man-
agers, said Mr. Durrant of IRM.

"It's difficult for us to have a free
hand in moving our staff and motivat-
ing our staff with changes in respon-
sibilities when you have to look over
your shoulder," he said,

The limit on work permits could
discourage self-managed captives
from establishing in Bermuda, be-
cause it is crucial that they be staffed
for the long term by managers in
whom the captive owners have confi-
dence, said Mr. Gorman of Marsh.
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being imposed by traditional insurers, Mr. James

said.

Current trends reflect the soft commercial in-
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Another government proposal,
which seeks to ascertain the racial
makeup of staff of all the island's
companies, is also creating a stir.

The Government's Commission for
Unity and Racial Equality's rules on
race reporting in the workplace would
require each company to provide an
annual breakdown on the race, em-
ployment level and pay of all its em-
ployees.

The rules were passed by Bermu-
da's House of Assembly but defeated
by the Senate. Nevertheless, because
the second chamber can only delay
legislation, the rules could still be ap-
plied next year.

Mr. Ezekiel welcomed the delay.
"We believe in equality in the work-
place...but we have to make sure that
we don't get involved in a lot of bu-
reaucracy," he said.

.4-2.'94 /17 .

The CURE proposals will increase
administration costs, Mr. Cossar said.

"There is a cost involved in com-
pleting all the forms, and the question
is, 'What will be the ber.efit?' So, we
want further discussions,”" he said.

The proposed employment rules
and the CURE legislation is causing
concern among captive clients, said
Mr. Gorman of Marsh.

"This is a very sensitive area, and
we have had some clients that have
reported their nervousness to us," said
Mr. Gorman.

"People are worrying about the bu-
reaucracy and are questioning
whether they should set up a captive
in Bermuda," Mr. Gorman said.

Mr. Inserra of Union Carbide ob-
served that the government proposals
seem unlikely to change Bermuda
radically and should not be a worry to

‘= J.fb.6". ——:.

risk managers. But, he added, if the
policies lead to significant personnel
changes, then risk managers could be
disappointed.

"Account managers are key people.
almost indispensable, so you would
not want to lose them," he said.

And although it is understandable
that the government wants Bermudi-
ans to take as many of the jobs avail-
able in the island's insurance industry
as possible, it could harm the industry
if it inhibits companies from recruit-
ing foreigners to fill positions where
qualified Bermudians can't be found,
Mr. Inserra said.

"Otherwise, international compa-
nies will move elsewhere. They are
very portable," he said.

"International business and the
government seems to be significantly
apart on some of the issues, and there

='/74//-/ .

is a lot of work that needs to be done,"
Mr. Gorman said.

Another concern is proposed U.S.
legislation to close an alleged tax
loophole enjoyed by some insurers
and reinsurers located in Bermuda.
The legislation would impose addi-
tional taxes on business reinsured to
Bermuda-based companies by their
affiliates in the United States.

The legislation is not expected to
apply to most captives in Bermuda,
however, because the majority of cap-
tives pay premiums to unaffiliated
fronting companies that then cede the
business to Bermuda captives.

The U.S. insurers backing the legis-
lation acknowledge that they have de-
liberately worded it to exclude cap-
tives.

Some rent-a-captives, however,
could be subject to the taxation. Ell

It was just a matter of time.

from $1.64 billion in 1998.

For the most part, the increase in premium
volume resulted from the addition of one large

Source: 8/ survey
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Agency business fueling Bermuda rent-a-captive growth

By GAVIN SOUTER

HAMILTON, Bermuda-Most

rent-a-captives in Bermuda thrived in
1999, and that success is expected to

continue.

The soft commercial market in the
United States, which some say
stymies the development of captives,
has led to a boom in rent-a-captives,
as more and more agents and brokers
sought to take a share of the profits
from their top-performing books of
business, captive managers say.

And as commercialinsurance prices
for workers compensation and other
casualty risks begin to increase this
year, corporate insurance programs

willlikely be attracted to the captive
and rent-a-captive market, they say.

Bermuda could attract still more
rent-a-captives if the government fi-
nally passes segregated celllegislation
later this year, as is expected. The leg-
islation was due to be in place in 1999,
but it made slow progress and is now
expected to be passed in the second
half of 2000.

Still, not everything is rosy for
Bermuda's rent-a-captive market.

A bill proposed in the US. Congress
that would impose additional taxes on
Bermuda-based insurers and reinsur-
ers could dim slightly an otherwise
bright outlook.

The legislation, which is targeted at

ACE Ltd., XL Capital Ltd. and other
large Bermuda-based reinsurers,
could also impose new taxes on a few
rent-a-captives in Bermuda that own
U.S. fronting companies.

If the legislation passes, however,
slight adjustments to the arrange-
ments between fronting companies
and rent-a-captives should allow
members to circumvent the tax, cap-
tive managers say.

And the proposed legislation has
done little to thwart interest in rent-a-
captives, which still is strong in 2000,
managers say.

The rent-a-captive market in
Bermuda has welcomed a spate of
agency programs over the past sever-

al years. The programs provide agents
with an opportunity to share in the
profits of their profitable books of
business by placing the risks in their
own rent-a-captive programs. So, in
addition to their commissions and fees
for the business, the agents take a slice
of the underwriting profits.

The agency programs are often too
small to justify the expense of estab-
lishing single-parent captives, but
they can easily be slotted into existing
rent-a-captives, managers say.

Agency captives made up a large
proportion of the new programs at
Bennuda's largest rent-a-captive, the
Insurance Profit Center. IPC added 33

new accounts in 1999, while 28 ac-

KCcom

Buy risk. Sell risk. Settle and trade claims.

detwisklimited

e-solutions for worldwide business insurance

& claims markets

counts were not renewed. That leaves
IPC with 503 total programs, of which
153 are active.

Despite the increase in the numbei
of programs, gross premiums fell in
1999, to $155 miillion from $158 mil-
lion in 1998. The decrease was due tc
the soft commercial liability market.
according to David Alexander, presi-
dent of Mutual Indemnity (Bermudal]
Ltd., which owns IPC.

The new accounts included 12 tra-
ditional corporate programs, coverin@
workers compensation and other lia-
bility risks, and 21 agency programs.

Traditionally, IPC has written
mainly corporate programs. Over th€
past several years, however, the rent-
a-captive has been transformed by thi
large influx of agency programs, Mr
Alexander said.

Currently, about 60% of IPC's ac-
counts are agency programs; five
years ago, 90% of the accounts were
corporate programs, he said.

Rent-a-captives managed by At-
lantic Security Ltd. grew in terms oi
both membership and premiums, said
Colin C. James, president and chief
executive officer of Atlantic. In par-
ticular, rent-a-captives for agency
and program business grew in 1999
he said.

"Everybody is tying to maintain
business, so they alF using rent-a-cap-
tives to give agents and brokers a
piece of the action," Mr. James said.

In 1999, one of Atlantic's facilities
Magna Carta Insurance Co. Ltd., dou-
bled both its membership, to 100, and
its premium, to $10 million. In addi-
tion to agency business, the rent-a-
captive specializes in punitive dam-
ages wrap-around coverage, for
which there is still a strong demand
Mr. James said.

Another rent-a-captive, First Ster-
ling Reinsurance Co., doubled its
membership, to six, and increased its
premiums to $2.1 million fmm $1 mil-
lion. The rent-a-captive insures agen-
Cy programs.

Hanseatic Insurance Co. Ltd. alsc
doubled its membership, to 20, and
increased its premiums to $8 million
from $5 million, Mr. James said. The
facility covers auto liability and gen-
eral liability programs.

Universal International Reinsur-
ance Co. Ltd. increased its member-
ship to 22 from 20; premium volume,
however, remained flat at $17.5 mil-
lion. The rent-a-captive is an offshore
facility for U.S. entities seeking to
minimize federal excise taxes on di-
rect placements, Mr. James said.

Universal Re-Insurance Co. Ltd.
saw its premium volume increase to
$40 million in 1999 from $28.8 million
in 1998, while its membership grew to
41 from 37, said Hal Forkush, presi-
dent of the rent-a-captive.

In 1999, Universal Re reverted to
signing up traditional programs, such
as auto liability, workers comp and
medical malpractice, Mr. Forkush
said. In 1997 and 1998, Universal Re
had concentrated more on punitive
damages wrap-around programs, he
noted. "But, beginning in 1998, the
sources of that business set up their
own offshore facility. So, in 1999, we
went back to our core business,”" Mr.
Forkush said.

Skandia International Risk Man-
agement Ltd. has seen "an explosion
of interest in agency rent-a-captives,"
said Robert J. Rosser, senior vp.

In 1999, the number of members of
SINSER Insurance Ltd., Skandia's
rent-a-captive, increased to 40 from
33. Most of them were agency pro-
grams, Mr. Rosser said.

In an effort to attract more agency
business, Skandia has formed an

See Rental on page 26
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Cayman managers report being aas busy as ever’

r. 4»1#,, wes 4Q:pre¥Y

okt 45 GON Bl

By SALLY ROBERTS agers on the Island Aon added 10 capsives_n 1999, glv- mc,re _n the process " choice at the moment as rates, espe-
Theyattnbite theperceived decline ing it a tctal of 28, w th $198 mi hon He said that he expects WIRM to cially m Callfornia, have begun to in-
GRAND CAYMAN, B WI -After m activity to a hesitation on the pars m premturn vot Ime shortly have a total of eight new cap- crease, managers say Some chents are
a decrease in growth following back of many prospective captive owners "We're as busy as ever " added Pe- tives ur_der management, all of which looking to form new workers comp
to back years of record captive forma- who submitted appl= tions in 1999, "shotld have been done m '99," he captives, while others are choosing to
tions, the Cayman Islands is poised for but did not execute the de *#|' 7 - said, refernng to what he cal ed a add workers comp risks to their al-
what could be another record year Attheendof 1999, ' we hac nearly *OT9) & /Ilgmlpallg "immierror" attheendoftheyear ready establlshed captives, theysay
The Canbbean domicile licensed 36 20 approvals 111 principle that were Other captive managers say that at- In addition to continued growth
new captives in 1999 Although that not quite ready to go and some are tractive commercial Insurance prices coming from new health cale cap-
growth is Consistent With growth m still waiting br hftcff,” said Mr in the United States inhibited compa- tives-Cayman's bread and butter-
dom|C|Ies wo m Thursby, wt o ca et ym in " - . es from turmng to alternative nech- managers say they also are seeing m-
795, compared to the 5 52 and Wcap January, suceeding i’/\ﬁiﬁang_- go-kie,=22:'0-5.LA" 11 anisms last year, which resulted in creased Interest from nursing homes
bves formed in 1998 and 1997 respec- Cullough, wk:c retired ’ T R slow€r :aptive growth m 1999 and employee leasing companies
tively, new business appears to have "My sense -s that there is not 12ss in- - Thatmay be changing, howerer, as wantmg to insure their habihty risks
been slower m 1999 terest, it's just talang people lorser to ter MacKak, chairman and ehief exec- ruintlings of a hardening market are Insurance agencies also are looking to

Not so says Chve Thursby, Cay- pull the trigger " said Peter Jor.es, utive officer of Mutial Risk Manage- triggenng a flurry of mquine, and Cayman to set up captlves asa means

man's new head of insurance supervi- managmg director of Aon Instrance ment (Caymar.) Ltd "We have two formatonsin Cayman, managers say to participate in the profits of their
sion, and several leading captive man- 1Vlanagers (Cavman) Ltd (captives) already formed and six Woc,rkers compensation is the risk of good books of business

Managers and regulators say Car
man is uniquely positioned for the
_f.a, - new growth The island has gained a
reputation over the years for flexible
regulation, easy access to regulators
and a well-developed financial mfras-
tructure In addition to being the
world's second largest captive domi-
- - elle, Cayman also is home to a vast ar-
A S h a re d VI S I O n ray of other financial firms, including
more than 500 banks, all the major ae-
counting frmis and many law firms
If the first quarter of 2 i ny in-
Celebrating Partnerships That Have Changed Our World dication, Czyc:njn je;’ms‘iﬁi,j;ci on
track for another record yeal of cap-
tive formations Cayman had issued
How do you predict a winning strategy? Game Theorp chartered a course that changed the 10 new licenses by the end of March,
had another 27 approvals in principle
outstanding and another eight apph-
economist, Oskar Morgenst€in set their minds to insurance is provided and investlnents are made cations under review Seven licenses

the problem, it was anybod's guess Chess inspired At OPL being a valuable partner tc our clients have been canceled
"We would expect the 35 hcenses in
the pipehne to be issued m the coming

I R

Until mathematician, John von Neumann and way corporations do business, risk is managed,

them to create a new type,of mathematics - one is the key to oux business philosophy We have

that predicted probable outcomes witl- unpredictable become one of the world's larges. rdinsurers by weeks or months, which together with

. . . . . . . . new inquiries, which are gathenng
human nature as a variable The partnering of their nurturing long-term frelationships, sharing risk, momenturn. should result m 2000
individual strengths culminatzd in tne publication contributing expertise and providing capital to showing accelerated growth, " Mr
of "Theory of Games and Ezonomic Behavior" support our partners' groth Thursby said

Anthony Steillng, president of In-
ternational Risk Management (Cay-
man) Ltd, said that IRMG is "seeing
a significant mterest m captives nght

"We are working on three captives
at the moment and two other dor-
mant captives that are without heens-
es are in the process of being resur-

rected,"” Mr Stelhng said "With the

OVERSEAS PARTNERS LTD. ’
gradual hardening of the market, the
QUALITY PARI[R QUALITY FAFTNERSH P signs are that we'll see an increased

mterest in captives and all rent-a-
captives, and maybe we'll see some
figzires at the end of the year that ap-
proach'98 figures "

At the end of 1999, IRMG had 29

731/3 ,-1 12 8501’_ . j— O captives under management up one

from 1998 IRMG added three new
-1,4 K1

medical malpractice captives, but lost
> A

>f two others in 1999, one as a result of
hquidation and another transferred to

Xg = Cw . \ another Cayman manager The trans-
. 1T-10to fernng captive had $250 milhon m

premium volume, which left IRMG
with captives generating $203 milhon
LD« E"—1 in premiums m 1999, a 56% drop

Overall, 25 licenses were surren-

|(a (j 1 1 dered rn Cayman m 1999 Taking Into
. 1 account the 36 new captive for'ma-

p Ut tions, and excluding two life and an-
nuity reinsurance companies, Cay-
1 Yb man was home to 495 captive compa-
nies at the end of 1999, a maijority of
which are single-parent, group and

association captives
*94 P

S

—<r rt H(&h

The 25 licensed captive managers

BBY

a4 1111111 . premium volume m 1999, up 6 7%
JpP from the end of 1998

on the island managed $2 5 bilhon in

an Much of the growth is attributed to
1 Cayman's newest captive vehicles,
rlu, segregated portfolio companies and
special purpose vehicles

Mr Thursby said that 40% of Cay-
man's captive growth m 1999 came

from new SPCs and SPVs
Like Guernsey's protected cell
companies, Cayman's SPCs are a

See Cayman on page 24
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more secure brrr. of a rent-a-captive,
where a shell lumpany is divided into
individual cells, whose assets and lia-
bilities are f solated and protected
from one another Two years after
passing a law allowing for SPCs, Cay-
man is home to 25 SPCs with 34 ac-
tive cells among them.

Although the number of cells seems
small in conil: arison to the number of
shell companies, managers and regu-
lators say it is stil a new concept and
that it will take tme before more cells
are formed.

"SPCs are defnitely being formed
and very slowly are taking business
t'E gathering momen-
tum,"” said Linda G. Haddleton, assis-

into them. .

tant director of HSBC Insurance

Management "We have several SPCs,
but only a few of them have cells,"she
said. HSBC formed its own SPC in
1999, HSBC Insurance SPC Ltd.
While it has r.o cells, it does have "sev-

eral prospect . actively under consid-

eration," she said

Despite addir.g six new captives,
HSBC's captive :otals were down one
in 1999 to 87 under management and
$225 million in premium volume.

"l can't speak for anybody else, but
we've certainly had a tremendous in-
terest in our rent-a-captive facility,
United SPC." IRMG's Mr. Stelling
said. "Alot oftime was spent (in 1999)
handling approaches we received."

United SPC currently has two cells,
but "we re working on a considerable
number of potential ones,” Mr.

Stelling said.

Willis Management (Cayman) Ltd.
also added two SPC companies in
1999, but neither has formed a cell,
said Stephen Gray, vp of Willis Man-
agement.

Willis added seven new captives,
but lost six others, giving the manag-
er 33 captives under management and
$375 million in premium volume in
1999

Passage of the SPC legislation was
the key issue for the HDH Group Inc.
to form a new group captive in Car
man this year, said Vp Bill Knox.

The Pittsburgh-based insurance
brokerage and employee benefits con-
sulting firm assisted in the formation

of PennBanks Insurance Co. SPC.
Each of PennBanks' 10 active cells are
represented by a community bank in
Pennsylvania selling, at the moment,
credit life and disability insurance
products. Another two banks are
awaiting board approval to form cells,
Mr. Knox said.

Cayman's SPC legislation solved
most of the financial concerns of reg-
ulators who worried about unlimited
liability and the commingling of Wnds
among the group of banks wanting to
form a captive, Mr. Knox said. In ad-
dition, Cayman's proximity to the
United States was attractive, and "we
found it very pro-business; very flexi-
ble and very bank-savE," he said.

The SPC legislation has spurred
"excellent growth" for MRM, noted
John M. Pitcairn, president and chief
operating officer, noting that MRM
now manages four SPCs, including

PennBanks

In addition to SPCs, special purpose

vehicles or SPVs, also continue to be a
growth area for Cayman. SPVs are in-
dependent reinsurance companies set
up by insurers as formal issuers of
catastrophe bonds and providers of
reinsurance contracts.

The 1997 dealin whiehUnited Ser-
vices Automobile Assn. issued $477
million in cat bonds through Cayman-
based SPV Residential Reinsurance
Ltd. set off what many perceive as
Cayman's second niche to medical
malpractice captives.

Marsh Management Services Cay-
man Ltd, established the first Cay-
man-based SPV in 1996 with George-
town Re, which provided increased
capacity for high
windstorm property
exposures for The St.

Paul Cos. Inc, Marsh
added two new SPVs
to its roster last year,
as did HSBC Insur-
ance Managers,
which manages the

majority of the SPVs
on the island.

Aon Insurance
Managers jumped
into the market for
the first time last
year with the forma-
tion of Namazu Re
Ltd. The SPV issued
catastrophe bonds to
cover a major rein-

surer's earthquake

bringing its total to 22. All of the 22
SPVs have insurance licenses, but
Cayman also is home to a number of
non-insurance SPVs.

For example, Koch Energy Trading,
a Houston-based subsidiary of Koch
Industries Inc., recently securitized a
portfolio of 28 weather derivative
contracts as a $50 million, three-yeal
deal sold by Kelvin Ltd., a Cayman-
based SPV (BI, Jan. 31).

Although Cayman has successfully
broadened its scope of business over
the years, it is still widely known for
its medical malpractice captives. Of
the island's captive population, 35%
cover medical malpractice risks. For

Y SLyr alt 1,932

this reason, Cayman continues to at-
tract health care companies.

Emory Healthcare, an Atlanta-
based health care system affiliated
with Emory University, relocated its
Clifton Casualty Insurance Ltd. cap-
tive in March from Bermuda.

Although Clifton insures Emory's
general liability risks, medical mal-
practice represents the majority of its
exposure, said Shulamith Klein,
Emory's senior director for the Office
of Risk and Insurance Services. "For
that reason, the Clifton board made a
decision to relocate from Bermuda to
Cayman," she said.

See Cayman on page 26

Largest managers of Cayman captives

Ranked by gross premium volume in millions of dollars

Manager Premium volume Captives
1999 1998 1999 1998
Marsh Management Services Cayman Ltd. 5576.5 $817.0 130 145
Willis Management (Cayman) Ltd. 375.0 220.0 33 32
Mutual Risk Managemenr 291.7 109.0 71 50
HSBC Financial Services (Cayman) Ltd./ 225.0 220.0 87 88
HSBC Insurance Management 2
International Risk Management (Cayman) Ud. 203.0 461.3 29 28
Aon Insurance Managers (Cayman) Ltd. 198.0 170.0 28 18
Cayside Insurance Management Ltd. 70.0 57.4 20 22
Chandler Insurance Management Ltd. 36.7 27.9 10 10
Britannia Insurance Management (Cayman) Ltd. 31.0 38.0 3 3
Crusader International Management (Cayman) Ltd. 21.0 21.5 1 1

risks in Japan, Mr.
Jones said.
Overall, five new

SPVs were formed in

Cayman in 1999,

1. Includes Mutual Risk Manalement (Cayman) Ltd. and Kensir.gton Management Group Ltd. 2. Formerly Midland Bank
Trust Corp. (Cayman) Ltd./ HSBC Insurance Management.
Source: B/survey
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Cayman

Continued from page 24

"Cayman is viewed by many as the
leader in health care-owned cap-
tives," she said. "Caymanian regula-
tors are particularly knowledgeable
and sensitive to the needs of health
care-based captives."

The Caymanian government has in-
troduced e-commerce legislation,
which, if passed, will set the legal
framework to recognize transactions
conducted over the Internet, said
Steven Butler, director of Chandler
Insurance Management Ltd.

"It will be interesting to see if we
start picking up e-commerce type
based captive business" as a result, he
said. "In my view that is the next po-
tential large captive givwth area.”

The legislation will not only open
the door for Internet companies want-
ing to form captives to cover their in-
tellectual property, business interrup-
tion and other risks, but it also "is go-
ing to be more of an assistance to get
captives interested in Cayman by
legally recognizing any e-commerce
type business that they want to do,”
he said.

Chandler did not pick up any new
captives in 1999, but Mr. Butler said
there are two captives that are in the
process of organizing their applica-
tions.

At the end of 1999, Chandler man-
aged 10 captives and $36.7 million in
premium volume.

Cayman did add a new captive
manager to its ranks in 1999.

As a result of Mutual Risk Manage-
ment Ltd.'s acquisition last October of

Captive Resources Inc. of Schaum-
burg, lll., 1VIRM formed a new captive
manager in Cayman in 1999 called
Kensington Management Group Ltd.
MRM Ltd also is the parent of Mutu-
al Risk Management (Cayman) Ltd.

CRL a captive consulting firm, had
previously formed and was providing
consulting services to 21 captives in
Cayman. CRI subcontracted manage-
ment of those captives with Marsh
Management Services Cayman Ltd.
The captives are now bejng managed
by Kensington.

Michael W.B, Gibbs, formerly with
Marsh, is the new president of Kens-
ington, which had 21 captives under
management and $199.7 million in
premium volume at the end of 1999.
Of the 21 captives, 19 are large group
and association captives, one is an
SPC and one is a single-parent cap-

tive.

Since Kensington and MRM are
owned by the same parent, their cap-
tive totals and premium volumes are
combined for purposes of Business In-
surance's rankings. As a combined en-
tity, MRM becomes the third largest
captive manager on the island with 71
captives under management and
$291.7 million in premium volume.

In reference to losing 21 captivps to
Kensington, Toni Silich, vp-account
executive for Marsh Management
Services, said that it was "a logical
business decision” for VIRM to use its
own captive manager.

As a result of the migration, howev-
er, Marsh's total captives under man-
agement fell to 130 from 145 in 1998
and premium volume dropped 29.4%
to $5765 million. Marsh also lost six
staff members, all of whom had
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worked on the CRI accounts and are
now with Kensington.

Marsh remains the largest captive
manager in Cayman.

"From our point of view, we don't
regard it as a bad year," Ms. Silich
said "Although we lost a group of
captives, we did put on quite a bit"

Indeed, Marsh added 11 new cap-
tives in 1999, two of which were
transfers from other Cayman man-
agers. Ms. Silich said that the new
captives represent a variety of indus-
tries from health care to construction
and also include a new SPC and two
new SPVs. Ell

Taking over
in Cayman

GRAND CAYMAN, B.W.l.-The
Cayman Islands has a new face at the
helm of insurance supetvision.

Clive Thursby, who left his post as a
risk management consultant at Till-
inghast-Towers Perrin in London, be-
came Cayman's insurance regulator
in January. He succeeds William N
McCullough, who retired at the end of
last year

"The Cayman government has gone
out and found someone with private
sector background and knowledge of
regulation and a strong knowledge of
the industry," said Gordon Rowell,
deputy head of insurance for the Cay-
man Islands Monetary Authority, the
quasi-governmental body that over-
sees insurance and banking services
on the island. "The flexible approach
carries on," he said.

"It's a tradition in Cayman that a
practical pair of hands is used as op-
posed to a bureaucratic, civil service
approach that is sometimes seen else-
where," Mr. Thunsby said. "Most ter-
ritories are regulated by regulators
rather than practitioners. The style
developed here is one of tlying to un-
derstand what clients are trying to
achieve in forming a captive. We're
not trying to tie them up in red tape,”
he said.

"The fact that I've been advising
people using captives for 25 years may
help," he added.

Furthermore, Mr, Thusby said that
the regulators within the Monetary
Authority also are well-versed in in-

"There is more understanding of
what insurance and risk management
is about in this department, by virtue
of the career paths taken, than exists
in any regulatory regime anywhere,"
according to Mr. Thursby.

"And that's very important. It
means that we are on the same wave-
length of what (clients) are trying to
do.”

Mr. Thursby said he would like to
tighten up the island's insurance law.

The main weakness in the law, ac-
cording to Mr. Thursby, is that it does
not give the Monetary Authority
much power to intervene "when
things go seriously wrong" with a
captive.

"With the population of (nearly)
500, it's inevitable that there will be
one or two bad apples in there. We
want the power to control that," he
said.

The plan is to review the law and by
mid-year produce a discussion paper
on needed changes, Mr. Thursby said.

Despite substantial growth in Cay-
man-nearly 140 captives have been
licensed in the last three years-Mr.
Thursby said he would like to empha-
size quality over quantity.

It's most important that the nearly
500 captives in Cayman are well run,
he says. "It's important that we ensure
they don't run into trouble.”

-By Sally Roberts
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Captive managers predict more growth in Guernsey

By STACY SHAPIRO

ST. PETER PORT, Guernsey-
Captive business is picking up this
year in Guernsey following a quiet
1999.

Some managers attribute the
flurry of activity to rates firming in
certain traditional lines of insur-
ance, while others see the growth as
a result of new risks and new
clients from different regions of the
world. Captive managers also say
there is continued interest in setting
up protected cell companies in
Guernsey.

In 1997, Guernsey became the

Abseiice Management

CIRUIN C [Hwmsemem-

first domicile to permit PCCs,
though the concept has since spread
to several other domiciles. Of the
460 offshore insurers operating in
Guernsey at the end of last year, 20
were PCCs and 96 were cells within
the PCCs. On the other hand, there
were only 12 new single-parent
captives set up in Guernsey last
year, while 17 shut down, yielding a
net loss of five.

The total number of captives in
Guernsey at the end of 1999 was
364, including 20 PCCs-a slight
increase from 1998's figure of 362
captives, which included 13 PCCs.
The figure of 349 captives in 1998

Now there's a way to squeeke more out of each day.

Disability and Life

reported last year did not include
PCCs.

The premium volume from all

offshore insurance entities in
Guernsey increased to about £2.5
($3.95 billion) in 1999, from £2.1

billion ($3.32 billion) in 1998.

Captive managers in Guernsey
believe the heightened activity will
continue through 2000 in spite of
attempts from outside the Channel
Islands to thwart Guernsey's favor-
able tax regime, including a Euro-
Dean Union crackdown on cenain
sax practices.

"There was no abatement in in-
terest in setting up captives last
year,"said Callum Beaton, manag-
ing director of SINSER (Guernsey)
Ltd. and regional director outside
the Americas for the SINSER
Group. "But there has been a big
flurry of queries in the last few

weeks." he said.
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Time for a change.

Whether the activity is due to
proposed changes in UK financial
legislation or to "an upturn in the
reinsurance market" is unclear,
said Mr. Beaton. "But it's very ex-
citing." SINSER managed 23 sin-
gle-parent captives at the end of
last year and three PCCs.

The parents of SINSER-managed
captives include the South African
Reserve Bank and Hollard Insur-
ance Co., one of the largest non-life
insurance companies in South
Africa.

"l definitely think it's a change in
the market" that has sparked re-
newed interest in captives this year,
said Paul Wakefield, manager of
client development at International
Risk Management (Guernsey) Ltd.

IRMG, he noted, added two cap-
tives last year, compared with six
the year before. At the end of 1999,
the company managed 40 active
captives and one inactive captive.
The total includes four PCCs under
management.

Already this year, though, IRMG
has signed on two eaptives-one
from an Ireland-based company
and another from a U.K. conglom-
erate that is seeing its insurance
rates rise, said Mr. Wakefield. "The
rating at renewal made (the U.K.
conglomerate) decide to use a cap-
tive.”

IRMG also is doing a feasibility
study for a dormant captive in light
of possible hardening of rates in the
traditional market, said Mr. Wake-
field. Some European clients are
seeing their liability rates rise by as
much as 40%,and they are expect-
ing increases when property dam-
age and business interruption poli-
cies come up for renewal later this
year, said Mr. Wakefield.

Property insurance rates are ex-
pected to rise in Europe as a result

of the ferocious windstorms in
France and elsewhere in the conti-
nent late last year.

"Underwriters are making an ef-
fort to increase rates and/or de-
ductibles," said Mr. Wakefield.

IRMG also is seeing increased in-
terest in setting up captives for
non-traditional risks, added Mr.
Wakefield. These include captives
for defective title insurance to cov-
er each property loan made by a
lending company, and for asbesto-
sis and environmental impairment
coverage.

"We've put on a lot of new busi-
ness already this year," said
Richard Falla, director of Willis
Ltd.,
which had 40 captives under man-

Management (Guernsey)

agement at the end of last year.
Willis currently manages three

PCCs. In addition, another is being

licensed and one more will be
formed in the next few months.

Business was quiet until the past
six months, when Willis added a lot
of new business from companies
based in Japan, the Far East, Spain,
Sweden, Switzerland and South
Africa. Willis has been actively
marketing outside the United King-
dom following a 1996 change in
U.K. tax law that stripped away
some of the tax benefits once en-
joyed by U.K. captive parents.

"This year the sky is quite rosy,"
said Nigel Goodlad, account man-
ager at Willis. "The market is hard-
ening in spots, but | don't know if
that acts as a catalyst" for the ac-
tivity.

"Overall, 1999 was a less success-
ful year" than previous years, when

there had been a 10% annual

See Guernsey on page 32
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Guernsey

Continued from page 28
growth, said John Copeland,
vp/general manager of Marsh Man-
agement Services (Guernsey) Ltd
Marsh lasty e 5 managed 57 active
and four mactive captives, its num-
bers were unchanged from 1998

This year, however, has been dif-
ferent, said Mr Copeland

"We've seen a lot of new busmess
in the first three months of this
year, and we don't know why " he
said

For example, he said, Marsh has
seen interest from U.K retail com-
panies seeking solutions for credit
and warranty coverages they offer
their clients Marsh has already set
up one such captive this year and is

in discussions over another. It also

won the bid to manage the consoli-
dated BP Amoco captive in
Guernsey The petrochemical giant
is consolidating five or six existing
captives Into one giant captive. "So
that's good news for our office,"
said Mr Copeland.

Mr. Copeland isn't convinced
that the increased activity stems
from the threat of a hard market "I
think it's more down to specifics,"”
he said, citing the example of the
credit/warranty captive. Marsh
also has gained a few captives from
other managers and from other
domiciles, he noted.

Meanwhile, the growing interest
in protected cell companies is
boosting Guernsey's profile as an
offshore insurance domicile Tne
PCC structure, which is similar to
that of a rent-a-captive, allows the
creation of an umbrella company,
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or core cell, around which any
number of subsidiary cells operate
Althougn members of a PCC con-
tribute to the capital of the core
cell, the subsidiary cells operate in-
dependently of one another, and
their assets are protected from

debts incurred by any other cell

Financial institutions have
shown interest in using cells in se-
curitization deals, captive man-
agers say. In addition, multination-
al companies are developing PCCs
and umng the cells to segregate the
risks involved in joint ventures

"Every day brings a new query"
about setting up a PCC or a cell,
said Steve Butterworth, director of
insurance for Guernsey Last year
saw a big increase in the number of
PCCs and cells set up, and 2000
"wtll be bigger,” he said.
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to commit the capital needed to
form a captive, so they set zip a
PCC and tailor the cells cost-effec-
tively, said Richard Tee, director of
Polygon Group Ltd. Polygon is best
known for one of Guernsey's only
offshore insurers for third-party
nsks, aviation underwriter Polygon
Insurance Ltd But its captive
management company, set up in
1997 and known as Prism Insur-
ance Management Ltd, mamages
about 20 captives for airline opera-
tors, manufacturers and travel
companies.

Prism also manages three PCCs
including Harlequin Insurance

PCC Ltd , which is a joint ve-lture
with The Benfield & Rea Invest-

ment Trust P L.C that Includes 15
cells

Last August, Polygon also set up
Ark Consulting Ltd in London to
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consult on alternative risk transfer
products.

"Guernsey's PCC legislation has
provided us with a significant mar-
ket presence,"” said Mr Falla of
Witlls. "Guernsey has provided the
lead in this area, and It IS evident
that it's the innovative legislation "

PCCs, which are generally most
useful for companies too small to
own captives, are here to stay, said
Mr Copeland of Marsh "l see them
as a useful addition, rather than as
a replacement” for single-parent
captives, he said

What Guernsey has not devel-
oped in its many years as a captive
domicile is a major offshore insur-

ance center similar to the one in

Berrnuda

Captive managers speculate that
Guernsey's proximity to the Lon-
don market may be one hindrance,
as London tends to attract the cap-
ital needed to set up underwriting
compames In addition, those com-
panies interested in third-party
underwriting tend to set up in
Dublin, which allows them to be a
licensed insurer in the European
Union Guernsey is not an E U
member

The major exception is Polygon
Insurance Ltd , owned by five air-
lines, which wrote £85 8 million
($135 48 million) in gross written
premiums at year-end 1998, the
latest available accounts However,
a question mark over the owner-
ship of Polygon Group caused
Standard & Poor's Corp last year
to revise its outlook of Polygon In-
surance to negative from stable (Bl,
Nov 15, 1999)

What might put a damper on
Guernsey's growth this year are ac-
tions, taken by outside regulators,
that directly or indirectly affect
offshore financial centers These
Include the European Union's wish
to impose a withholding tax on in-
vestment income, an E.U code of
conduct on harmful tax practices,
and the Organization for Economic
Cooperation and Development's
threatened list of tax havens,
which is expected to be published
in June The Paris-based OECD
has identified at least 47 jurisdic-
tions that may end up on this list
(Bl, June 14, 1999)

"l get fed up with these doomers
and gloomers (who think) it'S the

end of the road,"” said Mr Beaton
of SINSER. "The captive move-
ment has grown because of fiscal
authorities. We have a very credi-
ble presence that won't disappear
overnight”

In addition, the U K tax author-
ities have been investigating cap-
tives for years, and captives still
exist, he said.

There is no doubt that Guernsey
will be on the OECD's list of tax
havens, added Mr. Butterworth, di-
rector of insurance for Guernsey
But there are some countries m the
OECD that also benefit from spe-
cial tax treatments, "so it's a mat-
ter of keeping a level playing
field,"” he said

To speak with one voice on such
issues, the Guernsey Insurance
Company Managers Assn. voted
last year to expand its membership
beyond captive managers The as-
sociation now welcomes captive 1
owners and other organizations as
well as individuals who deal with
NoNn-ex<xec—

utive accountants, 1,

directors,
lawyers, bankers and investment |
managers.

GICMA had 60 new members in
the first three months of this year,
over half of which were captive
owners, said Mr. Copeland, who is
chairman of GICMA. The total
membership now exceeds 100, he |

said in]
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Vermont stays ontop as No. 1 U.S. domicile

By RODD ZOLKOS

MC,NTPELIER, Vt.-Vermont's
growth as a captive domicile con-
tinues. soft market or not, with
the first signs of a hardening con-
ventional market offering the
promise of even better things
ahead.

Vermont insurance regulators
licensed 35 new captives in 1999,
down slightly from the 40 licensed
the year before. Factoring in the
dissolution of 12 captives in the
state last year, the number of Ver-
mont-based captives grew to 357
at year-end 1999, up from 334 a

year earlier.

And growth in gross premium
volume was even more dramatic, a
19.2% jump to more than $4.24
billion in 1999 from 1998's $3.56
billion.

"Vermont continues to demon-
strate why it's the No. 1 domestic
domicile,"” said W. Scott Frazier,
executive director of Aon Insur-
ance Managers (USA) Inc. in
Burlington. "I think by the end of
this year the state will have a
good year again.”

While much of last year's cap-

tive growth in Vermont was at-
tributable to the formation of

mortgage insurance vehicles, this
year's applications are reflecting
more traditional captive uses.
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Of last year's new formations,
12 were mortgage insurance cap-
tives, according to Peter Ray-
mond, chief examiner-captives in
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the Vermont Department of Bank-

ing, Insurance, Securities &
Health Care Administration.

"But a lot of the other stuff is
back to the good old days-work-
ers comp and liability," Mr. Ray-
mond said.

So far this year, Vermont has li-
censed one pure captive and has
two applications pending, one for
a sponsored captive and one "a
risk retention group, of all
things," said Derick A. White, as-
sistant director of the captive di-
vision.

This would be among the first
risk retention groups to apply in

*X
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some time, due to the competitive
commercial insurance market.

"The traditional market is going
to change over the next few
years," predicted Leonard D.
Crouse, Vermont's director of cap-
tive insurance. "We've seen some
large reinsurers having to dig
deep and strengthen their reserves
and | think that's going to happen
to traditional insurers.”

"For the first time in a long time
we've got a Fortune 500 company
talking to us through a broker,”
said Gary Osborne, senior vp at
Vermont Insurance Management
Inc./USA Risk Group in Montpe-
lien "So with your legendary
market hardening, we're hearing
its footsteps."”

"It is happening fairly quickly,”
added Andrew Sargeant, presi-
dent of Vermont Insurance Man-
agement.

Mr. Sargeant noted that he's
seen signs of a change in the soft
market environment that has
forced many group captives to
struggle to find ways to retain
members in recent years.

"It's been a real battle for them
in the past few years," he said.
"Now they're starting to get back
to some of the more traditional
reasons for their being.”

"Right now | would not hesitate
to say that we have more
prospects and people looking at
captive programs than we have
had in the past four or five years,"
said Guy F. Ragosta, managing
director at Willis Management
(Vermont) Ltd. in Burlington.

"We're seeing it in some proper-
ty programs,” Mr. Ragosta said.
"You got finance guys and risk
managers looking at it and saying,
'OK, if the market does turn, do
we need to have a captive in
place?' "

Some who haven't yet started to
consider a captive as a way of
coping with a market turn might
find they've waited too long to
lock in the greatest benefits, sug-
gested George A. Chaffee, pres-
dent of Skandia International
Risk Management (Vermont) Inc.
in Burlington.

"Just in the last few weeks, it
may be my imagination, but it just
seems like some new property/ca-
sualty eaptives are starting to pop
up,” Mr. Chaffee said. "And it
may be that they're too late.

"People are going to be very
busy," he explained. "The best ar-
rangements have already been
made, multi-year (reinsurance)
pricing arrangements, and those
that are coming along now may
find it difficult to find substantial
benefits for their alternative fi-
nancing programs."

If there is a significant market
turn, Vermont's acceptance last
year of sponsored captives could
be particularly fortuitous, provid-
ing smaller businesses the benefits
of captive insurance.

"We had the foresight to see this
sponsored vehicle as an opportu-
nity for them," said Lisa Ventriss,
president of the Vermont Captive
Insurance Assn. in Burlington.

This year Vermont fine tuned
last year's law allowing their for-
mation. The new law "in effect re-
moves an unintended obstacle
that had been included in the first
version," Ms. Ventriss said. "The
first one said every sponsor had to
be fronted, but the term 'fronted’
was never defined.”

Under the new measure, the

See Vermont on page 36
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bit," said Julie S Boucher senior with a sponsored captive,” he said seen a capacity problem yet,"” said to get into the industry have to
vp and branch manager at Marsh "It's already an estabashed captive Roger D Teese, president and take a long-term view," Aon's Mr
Management Services Inc in that we have "
Burlington "We have some spon- "We're working with a client Captive Management Co in matter of looking at premium tax

chief executive officer of SB&T Frazier said "It's not simply a

business written by a sponsored sored captives now, and there's a that is keenly interested in seeing Burlington "It doesn't seem that rates and undercutting Vermont "
captive with respect to each of its tremendous amount of interest in that law passed,” Peter A Joy, companies are overreacting and And, he noted, "Vermont's not

protected cells can be fronted by sponsored captives "
an insurance company licensed in

The change in the sponsored Management Corp in Burlington, overnight
any state, reinsured by a Vermont- captive provision will open the said, prior to the bill's enactment

president of IRMG/American Risk trying to double their rates going to do anything that's going
to drive business away

"They need to correct their fi- "l think for another state to

approved reinsurer or secured by a door quickly for at least one new in April "It will broaden the uses nancial position, but they seem to jump into the industry and to have

trust fund

"It's viewed as a tweaking and Crouse said

sponsored captive formation, Mr to which a sponsored captive can be doing it incrementally,” he said a real dramatic bounce in new cre-

be put while still satisfying any Mergers and acquisitions among ation can only result from Vermont

not a major change, something "We have a large program that's regulatory concerns or financial all businesses is leading some Ver- doing something really dramati-

that's needed to clean it up a little going to be coming in the door concerns "

20 largest Vermont-based group captives

Ranked by 1999 premium volume
Group captive Gross written Net Net
Parent (Manager)

premiums premiums income
Attorneys' Liability Assurance
Society Inc , A Risk Retention Group $313,911,029 $10,364,549 $(496,297)
Law firms
(Yankee Captive Management Inc )
MCIC Vermont Inc, A Risk Retention Group 43,088,227 21,158,755 (13,836)
Academic medical centers
(Marsh Management Services Inc )
United Educators Insurance Risk
Retention Group Inc
Educational institutions
(Aon Insurance Managers (USA) Inc )
Controlled Risk Insurance Co of Vermont Inc.

(A Risk Retention Group)

Harvard-affiiated medical institutions

36,131,114 5,231,444 (1,522,160)

(Marsh Management Services Inc )
ICI Mutual Insurance Co. 30,565,922 15,014,195 1,625,666
Members of Investment Company Institute
(SB&T Captive Management Co )
NLC Mutual Insurance Co.
Public entities
(Yankee Captive Management Inc )

American Excess Insurance 21,788,100 20,517,350 (19,428,280)
Exchange, Risk Retention Group
Non-profit U S health care facilities
(Marsh Management Services Inc )

Housing Authority Risk Retention Group 21,020,889 16,042,432 4,688,672
Housing authorities
(Yankee Captive Management Inc )

Housing Authority Property Insurance Inc 17,011,374 15,236,429 441,431
Public housing authorities
(Yankee Captive Management Inc )

Ophthalmic Mutual Insurance Co. 15,047,925 11,882,174 1,394,321

(A Risk Retention Group)

American Academy of Ophthalmology
(Marsh Management Services Inc )

American Safety Risk Retention Group Inc. 12,256,516 5,211,823 (642,194)
Asbestos abatement contractors
(SB&T Captive Management Co )

The Ordinary Mutual, A Risk

Retention Group Corp.

Catholic dioceses
(IRMG/American Risk Management Corp )

CPA Mutual Insurance Co. of

America Risk Retention Group
Accounting firms

(IRMG/American Risk Management Corp )

VHA Risk Retention Group 6,803,269 103,500 80,682
Voluntary Hospitals of America members
(Marsh Management Services Inc )

Bar Vermont Risk Retention Group Inc. 6,772,090 685,610 (211,578)

New York City law firms
(IRMG/American Risk Management Corp )
National Catholic Risk Retention Group Inc 6,258,022 3,760,863 1,174,409
Catholic dioceses
(SB&T Captive Management Co)
Terra Insurance Co. (A Risk Retention Group) 6,027,539 5,091,011 2,219,122
Geoscience engineers
(Vermont Insurance Management Inc )
Mental Health Risk Retention Group Inc 5,631,226 1,992,448 248,781
Non-profit mental health centers
(Skandia Intemat,onal R,sk Management (Vermont) Inc )
Eastern Dentists Insurance Co 4,924,961 4,219,525 (105,523)
(A Dental Society Risk Retention Group)
Massachusetts Dental Society
(Willis Management (Vermont) Ltd )
States Sell-Insurers Risk Retention Group Inc. 4,817,919 1,747,043 671,178

States Self-Insurers Trust

(Berkley Risk Services of Vermont Inc )

Source Vermont Department of Banking, Insurance, Secuntles and Health Care Administration

22,475,437 10,181,430 3,087,209

mont captives to dissolve
With the change in place, "I Of the 12 captives that dis solved anybody sees," Mr Frazier said
think you'll see a few more imagi- in Vermont last year, eight were Mr Joy says that Vermont's
native uses of the captive law,” Mr single-parent captives, "ard they biggest competitor is Bermuda
Joy said "l think you'll see some all were mergers," Mr Crouse said "Whenever we have clients in the
insurers using these vehicles to "That's just a fact of life right feasibility stage, it's always be-
provide insurance to some captive now," the captive division director tween Bermuda and Vermont," he
owners " said "And now, with the G-amm- said
Such an arrangement can give Leach bill, you're going to see Vermont's longevity, coupled
the insurer the benefit of the lower more mergers," Mr Crous. said, with its consistent commitment to
captive premium tax, he said "It refernng to the new financral ser- the captive industry, gives it a con-
gives them an economic edge " vices industry modernization law siderable competitive advantage,
While saying he expects this Some of the Vermont CEptives captive experts in Vermont say
year's sponsored captive measure dissolved due to mergers did move
to help prompt new formations, their business into other existing 20th anniversary as a captive
it s still not going to create rent- Vermont captives, Mr Raimond domicile next year, which is a

a-captive heaven," Mr Osborne noted "We didn't really lose the tremendous accomplishment,"” the
VCIA's Ms VVentriss said "But it's

cally wrong, which | don't think

"WVermont will be celebrating its

said business, we lost the heense

But, he noted, there is consider- ""We actually took over a couple (also) been a highly productive two

38,978,938 4,209,401 201,178 able interest in these vehicles, because of mergers,"” said ARM's decades Other domiciles have

which elsewhere are known as Mr Joy But, he noted, with merg- been up and running longer and
protected cell vehicles er activity continuing at a high had less activity "

"There seems to be a lot of asso- rate, inevitably Vermont "will see "So, in terms of Vermont's ad-
ciation-type interest in them,"” he some of the drop-offs that have vantages over these new startups
said "It's something they can do been reported because there is no there is a credibility factor and
for the larger members longer a need for the captive-two maturity and a comfort factor that

"The market turn, if it comes, is captives become one " exists here," she said
going to draw them, too," Mr Os- One factor that doesn't seem to

borne added

"We've talked to a couple of the
be having a significant imact on new domiciles,"” Vermont Insur-
Vermont Insurance Management Vermont's captive industry is the ance Management's Mr Osborne
manages one Vermont sponsored rush of other states to form new said "Trying to be as courteous as
captive currently, and it has an ap- onshore domiciles possible, they're not terribly orga-
plication pending for another Those within the industry recog- nized yet We've had clients who
While agreeing with his col- nize the need to maintain Ver- asked, 'Can we do this in Maine or
league's assessment of this year's mont's competitive advantages Nevada?' and we say, '"Yeah, but
legislation, Mr Sargeant said he But, the state's establishec track you'll be the first
expects the state's sponsored cap- record, the quality of its reEulato-
tive provision "to work better than ry environment, its captive nfras- other states and you're dealing
I thought It would, ' adding, "l tructure and the momentum and with insurance examiners and
think by this time next year, there critical mass it enjoys as a mature people who lust aren't familiar
rwall be a few of them" domicile are all factors weighing with the nuances of the alternative
The changing market also is heavily in its favor, they say risk marketplace They just think
prompting another enange on the Plus, they note, there must be differently," Mr Joy said
Vermont captive landscape higher something to the fact that rrany of And history has shown that
reinsurance rates and less favor- the new domiciles pattern their some states' regulators have a dif-
able terms for many captives captive laws on Vermont's ficult time making that commit-
"Rates are definitely up with "You have all these other states ment to becoming familiar with
reinsurance," said Mr Osborne passing 'me too' legislition,"” the alternative risk transfer mar-
"They're looking for 50% or more SB&T's Mr Teese said "The more ket, Vermont captive managers
and getting 10% to 20%
And, while as recently as last gotng to look "
year reinsurers were willing to "I'm not sure they quite know strated that they don't have the

"I've dealt with some of these

that you have, the better ofz we re say

"Other states have also demon-

7.790,360 6,600.360 171,458 agree to attachment points of how to do it," Skandia's Mr Chaf- commitment to captive insurance

$100,000, that's becoming less fee said of the new domiciles over time," Marsh's Ms Boucher
common "It's getting hard to get "How many look-alike captive said "You're clearly saying we're
them to come down below domiciles do you need? | think a exempting these companies from

7,156,291 3,676,172 150,197 $250,000," Mr Osborne said domicile is going to have to do the standard insurance laws, and |

"They used to be willing to come something pretty substantia. ly dif- think that makes some regulators
down to $50,000 or $100,000 " ferent to attract potential captive uncomfortable "

Pricing has gone up, that's business "
what we're hearing, but | haven't

The commitment extends bey-

"l think the new states that want See Vermont on page 38

Largest managers of Vermont captives

Ranked by gross premium volume in millions of dollars

Manager Premium volume Captives
1999 1998 1999 1998
Marsh Management Services Inc. $1,450.6 $1,459.2 128 125
IRMG/American Risk Management Corp. 589.1 652.9 44 44
Aon Insurance Managers (USA) Inc. 483.8 434.8 53 a7
Yankee Captive Management Inc. 374.4 304.8 5 5
Becher + Carlson Cos. 338.0 29.1 1 1
AIG Insurance Management Services Inc. 251.2 141.0 23 20
Willis Management <Vermont) Ltd. 176.1 36.9 20 16
Vermont Insurance Management Inc. 167.4 97.3 29 25
SB&T Captive Management Co. 122.7 109.7 15 13
Skandia International Risk Management (Vermont) Inc. 101.1 31.1 20 19

Source B/survey
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Vermont

Continued *om Fage 36
ond the state's insurance regularors
to its governor and Legislature as
well, both of which consistently
demonstrate their support for the
captive business.

"The captive division is certa nly
a bright spot,” Mr. Chaffee said.
"The can-do attitude is still there.
AnNd ] think everything is s:rong at
all levels throughout the state. rhe

Legislature's still supportive, the
governor is."

Ms. Ventriss no:ed that Gov.
Howard Dean has acknowledged
the need for incrementally increas-
ing the staff in :he captive division
as Vermont acids more captives.

"He said as ling as the industry
continues to support itself. which it
does in spades, he is in favor of in-
creased staffing," she said. "That's
greas because again a key to Ver-
mon:'s success has been the hands-

on regulation.

iLS-

Risks

"Not that there's a lot of -t. Bit
the regulation has been very re-
sponsive,"Ms. Ventriss saii.

She no:ed that as the Vermon:'s
captive business grows, ongoing
mo:oring of the state's eaptives
has become a sizable task. "And, as
the industry becomes more sophts-
tieated and corporate decision mak-
ers are beginning :o view ther eap-
tives in different ways, the business
plans are going to become mere

complica-ed."
That level of commitment to the

raptive industry was one of Ver-
monfs key attractions when the
Bostcn-basec Stop & Shop Cos. Inc.
looked for a captive domicile.

"There was a real strcng commit-
men: by the state,” said Raymond
Bucci Jr., president of MAC Risk
Management Inc., the risk manage-
men. arm of Ahold USA, Stop &
Sholrs parens. "The captive busi-
ness was important to Vermon-., and
that was important to u:."

The captive ir_frastructure offered
by Vermont was ancther factor

tovered-by *llii?nz Group.
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the Allianz Group is always there for you.
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leading the company to choose Ver-
mont, where its Molyanna Co. cap-
tive was ultimately licensed in 1996.

"We looked at domiciles both for-
eign and domestic and were attract-
ed to Vermont," Mr. Bucci said. "We
found there was a strong support
group up there," he said. "Accessi-
bility of information was very easy.
People took time out of their day to
meet with us."

And, he noted, "Their success rate
with captives was very high."

"They don't want you to fail,”
agreed Mark M. Boll, director of
risk management at Apogee Enter-
prises Inc. in Minneapolis and
chairman of the Vermont Captive
Insurance Assn.

"They probably have higher capi-
talization requirements, but that's
good for us that are there because
we don't want to have a blemish,”
Mr. Boll said.

Mr. Crouse speculated that much
of the new domicile activity is being
driven by agency captives, the sort

'Our philosophy is still the
same: If it makes good
business sense, we'll listen
and try to accommodate
it,' says Leonard Crouse.

of entrepreneurial activity Vermont
doesn't welcome.

"We've had a few people come
into our shop here and ask to do
sonne agency-type programs.
They've ended up in other domi-
ciles," he said.

"You can say what you want, but
in my mind those aren't captives,"”
Mr. Crouse said. "We've tried to
avoid that kind of thing."

While avoiding entrepreneurial
captives and uncontrolled third-
party business, Vermont's regulato-
ry philosophy is often described as
firm but fair, and the captive divi-
sion is often praised for its flexibili-
ty in working with captive owners.

"Our philosophy's still the same:
If it makes good business sense,
we'll listen and try to accommo-
date,” Mr. Crouse said. "That's al-
ways been our philosophy here."

"Len Crouse and Derick White
and his team there in Montpelier are
tremendous to work with,” Mr. Boll
said. "They're so open. We've ex-
panded our program just about ev-
ery year since we've been there."

"They're very flexible," Mr. Bucci
said. "We filed a business plan and,
10 and behold, as soon as we filed it
we saw that there were other things
we wanted to put in the captive and
they were amenable to working
with us on that.”

The infrastructure serving cap-
tives in Vermont, including local
captive managers, attorneys and ac-
countants, is seen as another signif-
icant plus.

"It takes more than a law to make
a captive domicile,"” Mr. Crouse
said. "There's as much captive
knowledge in this state as there is in
Bermuda. The people managing the
Vermont offices are in charge of
captives worldwide in some cases."

The captive division's Mr. White
noted that many captives located in
other states are being managed out
of offices in Vermont. "So we may
not get the premium tax, but we get
the jobs, without the headache of
regulation,” he said.

"We can't be all things to all peo-
ple, but we certainly will look at ev-
erything in terms of benefit to the
industry," said Aon's Mr. Frazier.
"And if there are benefits to be had,

Vermont will be part of it. .
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Duchy nets slight gain
In total captives

By SARAH VEYSEY they do work and they work with
100% compliance with European

LUXEMBOURG-Last year was regulations,"” he said In addition,
another fairly quiet one in terms of Luxembourg is one of only two cap-
captive activity in Luxembourg tive domiciles-Dublin is the oth-
The number of captives registered er-that are part of the so-called
in the grand duchy grew by Just two ' Eurozone,” the group of countries
in 1999 to 222 "We lost eight units that have agreed to use the Euro-

and gained 10 pean single cur-
new ones,"” said -' 1,4- rency
Insurance Com- 1 ,: Imim,10,4,1,,11#,pip "lthinkthefact
missioner Victor '.-'lllilmi*-21 » that Luxembourg
Rod Luxem- is within the Eu-
bourg's number of '1 O ' ropean Union is
captives remained a _ very important "
censtant  from >'Sf-r- 532,3 , ,,., a1 I - said Jean Thilly,
1997 to 1998 chief executive
While the pre- officer of So-
mium volume gecore in Luxem-

written by Luxembourg's 222 cap- bourg "Our clients come from Eu-
tives in 1999 is still being calculat- rope, basically-from ltaly, Spain,
ed, "we expect an increase of some France, Belgium and the Nether-
8%-10%," said Mr Rod lands " Many European companies

Captives operating in Luxem- are attracted to the Grand Duchy
bourg are authorized only to write because of cultural similarities, Mr
remsurance business Thilly said

It was also quiet in 1999 on the Mr Schroeder noted that more of
regulatory front for Luxembourg's the captives managed by Aon in
Insurance Commissioner ana his Luxembourg are beginning to cover
colleagues at the Commissariat aux financial nsks "There is a mix of
Assurances, but 2000 could see traditional risks-like property and
some changes, Mr Rod said Some casualty-but more and more peo-
tax regimes, Luxembourg's mclud- ple are going into financial-type
ed, have come under close scrutiny losses," he said "They are now
from bodies within the European geared more towaid the financial
Union The European Commission risks of the corporation the more
last yeal began a wide-ranging entrepreneurial risks that may en-
study into special tax regimes danger the survival of the company,
across the European Union, and a rather than specifically property oi
decision as to the treatment of these liability This is a bioader scope of
regimes could come soon cover

At issue is Luxembourg s tax Credit risk has been a gi owth
treatment of catastrophe reserves A area for Luxembourg captives man-
captive formed in Luxembourg can aged by Sogecore, Ml Thilly said
establish cat reserves of 12 5 to 20 "Mainly the business done by the
times Its average annual net premi- captives we manage is natural dam-
um volume over the previous five age, a bit of hability, pollution nsks,
years, depending on the business and also credit risks About 60%-
written These so-called "equaliza- 70% of out captives do some credit-
tion reserves" are not taxed risk business This IS because itis a

"Luxembourg has the tax advan- cyclical sort of risk, and people are
tage in that it allows companies to making provisions for the future,”
build up tax-free reserves So you he said
get interest from companies which No new captive managers set up
do not have to pay out big dividends shop in Luxembourg in 1999, which
every year," said Lambert Schroed- Mr Rod attributes to a waning de-
managing director of Aon Insur- mand for captive formations m Eu-
ance Managers (Luxembourg) S A rope

"Luxembourg iS one of, | think, "We have seen a certain stagna-
about 56 regimes in the E U which tion m the number of companies
are or. the list as potentially harm- (forming in Europe) 1n the last few
ful,” explained Mr Rod "We have years," he said "There has been
to wait and see whether, on a politi- slow growth, unhke in some othel
cal level, agreement or disagree- places But we are quite happy "
ment is reached " Mr Rod noted Ml Rod noted that the recent
that the sheer number of tax spate of mergers among large indus-
regimes under examination oy the trial companies is one reason why
European Commission could ninder the number of new captives is grow-
any such agreement ing only moderately He also noted

If the European Commission de- that many major companies have
cides that certam aspects of Luxem- alleady developed captive opera-
bourg's tax regime are unfair, there lions, slowing the rate of forma-
could be changes to captive regula- tions "The big European compa-
tion in the grand duchy "For the nies-which are our main target-
moment, we are not going to move ate now mainly served by captives,
because we are still convinced that they have now got their captives ei-
our system is not harmful But If ther m Luxembourg or elsewhere "
there is polltical agreement, then we If market rumblings about a
are prepared to rethink our position hardening in traditional insurance
and eventually amend our regime," lates are true, there could be a re-
said Mr Rod "There are no direct naissance for the captive industry,
plans for regulatory change this according to Mr Rod "Over the last
year As for the EU,we will wait 15 years, there have always been
and see," he said ups and downs in the number of

Luxembourg's membership in the captives If the price of business
European Union is another impor- goes up, there is a natural tendency
tant factor, Mr Rod said "The fact to create captives, and the other
that we are European IS definitely way around,” he said "But if there

ou.r pr05*'nS Ant Gles,yed to *fely -frapet a <fFerent roa,61 tb skccesS one ofthebig attiactions-we are a is a soft market-as seems to be the

full member of the E U We are sub- case right now, | don't know how
Ject to all the E U supervisory reg- long it will last-the eagerness to
ulations, so regulations are in place, create Captives is not So great " IEI
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Barbados lookingto protected cell concept forexpansion

By DOUGLAS McLEOD

/% -9 .-

non-Canadian risks account for more Assn a-captives, can consist of a parent or- The sale came after Connor, Clark

than 90% of the captive's volume Canadian authonties likely wall not ganization with any number of sub- was acqwred by Royal Bank of Cana-

BRIDGETOWN, Barbados-After Canadian multinational corpora-, offer any opinion on the law until the sichary cells Each cell can house the da, which did not want to continue in

a slow year for captive development, tions were given the chance to keep Canadian and Barbados governments assets and habilities associated with a the captive management business,
Barbados is drafting legislation that one part of their tax break, captive conclude tax negotiations currently single risk or program, and each cell's confirmed Bill Andrus, former man-

could open up a new source of mter- earnmgs on all non-Canadian bum- under way, managers say

national insurance business
The domicile, which hcensed only -
five new exempt m&urers last year, is
preparing new laws that would per-
mit the formation of protected cell g
companies Such a company, which
would be allowed to segregate assets
and liabilities related to a specifte Ask
from the rest of the company's bum-
ness, could be used for nsk securitiza-

*l*3 AL

P-v -an,,21 'Z=1* International

year"

qurrement for local taxation, Barba-
bon deals, among other things

Lynette Eastmond, director of the other cells
Barbados Ministry of Industry and "We're chomping at the bit to get sale-two property/casualty captives
usiness declined to this protected cell legislation,"” Mr and a professional hability pool-ac-
comment on the substance of the talks Ince said, underlining the competitive cording to Mr Ince
but said that "negotiations should advantage enjoyed by some domiclles
come to an end by the end of the that allow the companies

business is segregated from that of aging director of a Merchant amliate
IRMG gained three chents in the

Several other Merchant accounts

had previously moved to Towner Risk

The government is hoping to have Management, after Towner hired

Meanwhile, Barbados captive man-

While tax experts say that the Bar- the law in place by September, Mr Chnstopher Evans, former head of
bados law meets the Canadian re- Camngton mud the Watson Wyatt management unit
Separately, Fiona Wilhams, who

ness-such as risks of a corporation’'s dos would use foreign currency tax agers-whose ranks have thinned in oversees the now-mactive CNA Risk

Other offshore domiciles, notably non-Canadian subsidianes-would credits to a greater degree than they recent years from mergers among m- Services (Barbados) Ltd, has formed
Guernsey and the Cayman Islands, al- remain exempt from taxation under are used by Canada's other tax treaty surance brokerage parent compa- her own management company, Cole-

ready allow such companies, and the the reforms

National Assn of Insurance Commis- To qual* for this benefit, though, Ireland's International Emancial Ser-

partners Credits allowed insurers m nies-saw more changes last year

Merchant Corporate Management

man Wilhams Risk Management Ltd
The Barbados International Insur-

sioners has approved a model law a captive would have to be considered vices Centre, for example, initially to Ltd, a management subsidiary of ance Assn changed its name this year

governing protected cell compares m a Barbados "resident” under the cut the corporate tax rate to 10%

U S domiciles (BI, March 20) terms of the tax treaty, suk)ecting the
The language of Barbados' pro- captive to Barbados taxation

posed legislation is still being re-

Toronto-based Connor, Clark & Co from the Barbados Exempt Irsurance

As the tax situation becomes clear- Ltd, sold its business to IRMG only Management Assn, reflecting a mem-
er, though, several managers say they two years after acquiring it from ben- bership that includes self-managed
The Barbados government first re- expect more Canadian-owned cap- efit consultant Watson Wyatt World- reinsurers and that w11 expand to en-

viewed by the nation's attorney gen- sponded to the reforms by imposmg a tlves to re-hcense as quallfying insur- wide Watson Wyatt withdrew from compass Insurance urnts other than

eral and has not yet been submitted to tax of 0% and agreeing to offset a lat- ers
the Barbados Parhament The island's ertax mcrease by waiving an equiva- Only one exempt insurer-a captive
insurance managers, though, are opti- lent amount of annual government of the Vancouver, British Columbia-
m Istle about its prospects fees Canadian tax authonties weren't based mining company Placer Dome
"As it stands nght now, Barbados is happy with the plan, though, leading Inc -opted to re-hcense last year But
losing a source of income to other Barbados to enact its Insurance (Mls- more wlll follow, Mr Walton predict-
domiciles that already allow thls bum- cellaneous Provisions) Act of 1998 ed
ness," said Richard E Ince, general Underthe 1998 act, capt;ve owners
manager of International Risk Man- may choose to become heensed under censings this year,"

"There wall be a n imber of re-h-

ne said, noting

agement (Barbados) Ltd "We need to either the Exempt Insurance Act, that Barbados has roughly 85 Canach- MIMS International (Barba(los) Ltd.

get this legslation as soon as possi- which exempts international insurers an captives and that 30 to 40 of them

captive management m 1997

Largest managers of Barbados captives

Ranked by gross premium volume in millions of dollars

Premium volume
1999 1998

Captives
Manager

$469.0 $376.0 20 20

ple from local taxation, or the Insurance willhkely opt to re-hcense as quahfy- Mutual Risk Management (Barbados) Ltd.* 214.0 213.0 13 13

"It would move us from being just a Act, which governs local Barbados m- ing insurers

captive domicile to being an insur- surers The uncertainty, meanwhile, may

Towner Risk Management Ltd. 198.0 7.7 13 10

ance domicile, which is where we While Barbados imposes a 409, be one factor behind the domicile's Aon Insurance Managers (Barbados) Ltd. 138.0 162.0 25 26

want to go," said Chnstopher Town- corporate Income tax on insurers h- quiet year last year

er, president of Towner Risk Manage- censed under the Insurance Act, cap- "You tend not to see a lot of Cana-

ment Ltd tives wnting mternational business dian compames forming as exempt
New business would be welcome would quahfy for foreign currency (insurers) only to re-heense as quali-

after last year, which saw the smallest tax credits that could reduce the rate fying Insurance companies later," ..

number of new Insurer format-ons to as httle as 2 8% Life Insurers sub- Walton said "There are a few in the

smce Barbados enacted ItS Exempt lect to a 5% tax on gross Investment works that are holding off for that

Insurance Act m 1983 Income would likewise see that rate reason "

Last year, the Barbados govern- reduced to as httle as 0 35% Captive experts also say the soft
ment issued flve new exempt msur- The law also extends a vanety of commercial insurance market has
ance heenses and revoked one, leaving other exempt insurer benefits to contributed to the slowdown
a total of 367 exempt insurers at the "qualfymg insurance companies" "The soft market has not created a
end of 1999, up shghtly from 363 the registermg under the insurance act lot ofnewopportunities forcaptives,
previous year, according to lan Car- These benefits include reduced rates said IRMG's Mr Ince, who is also vp
rington, Barbados' supervisor of m- for value-added tax, stamp duty, of the Barbados International Insur-
property-transfer tax, premium tax, ance Assn

Of the 367 heensees, Bumness In- exchange controls and certarn em- Companies with estabbshed cap-
mrance estimates that roughly 40% ployees' mcome tax tives are also usmg them less, as they
are commercial Insurers or reinsurers To get these benefits, though, quall- tap commercial market capacity and
set up mainly to write third-party fying msurance companies must de- hold their captive option in reserve,
busmess This would leave an esti- nve at least 90% of therr prennums Mr Carrmgton suggested
mated 220 captive insurers at year- from outside the Caribbean Commu- Along with the five new exempt m-
end, up from 218 at the end of 1998 nity and Common Market's member surers formed last year, Barbados is-

Not all of the hcensed exempt com- nations, and 90% of their nsks must sued heenses to hve new qualfylng
panles are active, however Mr Car- be situated outside that region insurance companies that did not pre-
nngton said that, of the 367 heensees, The Barbados law IS intended to viously hold exempt heenses, accord-
191 are actively underwriting and 176 apply retroactively to an insurer's first mg to Mr Camngton
are mactive hscal year after 1995-roughly when This year is already off to a faster

"Last year was not a very produc- the Canadian reforms took effect start Six new exempt Insurers have
tive year for us," he noted Although captives were onginally been heensed so far, with two more

From 1997 to 1998, Barbados added required to re-hcense as quahfying m- apphcations pending, he said
about eight captive insurers Mr Car- surance companies by the end of 1999 Smgle-parent captlves are probably
rmgton and several captive managers and pay taxes retroactively to get this not where the domicile's future
cite a variety of possible reasons for treatment, the deadlme has been ex- growth hes, Mr Walton said
the slowdown, including contmuing tended until the end of this year, Mr "You willl not see the true risk man-
uncertainty about the tax treatment Carrington confirmed agement captive being formed m this
of some Canadian-owned insurers The extension, Mr Camngton and type of market," he said Instead, "it's

Canada, which accounts for about captive managers say, was granted to unique opportunities and profit-cen-
one-third of Barbados' exempt insur- allow more time for Canadian tax au- ter captlves "
ance business, put a crimp in that thonties to indicate whether the Bar- These, he noted, could include the
busmess in 1994 when it adopted tax bados law and its retroactive provi- kind of "special-purpose vehicles"
reforms that curtailed benefits for mon are acceptable, as well as to give formed in the Cayman Islands to han-
certam Canadian-owned captives captive owners more time to decide dle Ask secuntization deals

Before the reforms, a tax treaty be- whether to re-hcense as qualifymg m- Mr Ince agreed With regard to
tween Canada and Barbados allowed surers, with or without word from U S business in particular, "there is
compames to accumulate captive Canada gomg to be more speciallzabon," with
earnmgs tax-free if they were related "People were hopmg there would fewer new caplaves formed to manage
to third-party Canadian risks or the be an announcement by Revenue a broad array of property/casualty
nsks of the owners' non-Canadian Canada that the benefit would be ex- nsks, he said
tended," but no such announcement For this reason, legislation allowing

The reforms, though, eliminated the has come, noted Kevm Walton, semor the creation of protected cell compa-
tax break for third-party Canadian vp with Marsh Management Services mes m Barbados is a high priority for

business, making earmngs on all (Barbados) Ltd and president of the some managers
Canadian busmess taxable unless Barbados International Insurance

surance

operations

PCCs, which can be similar to rent-

Marsh Management

Services (Barbados) Ltd. 80.0 84 O 2o 28
AIG Insurance Management
Services (Barbatlos) Ltd. 70.0 47.5 =1 =

* Includes Mutual Risk Management Ltd and IAS (Barbados) Ltd
Source B/survey

Uncertain tax status

stifles Manx growth

By CAROLYN ALDRED bill=)
Over the last several years,
DOUGLAS, Isle of Man-Isle there has been a tremendous
of Man's captive count fell last amount of insurance capacity
year, to 169 from 171, and captive and the rates have been very soft,
managers on the island see no he said As a result, there has
signs of growth in the near future been less meentive for companies
A soft insurance market to form captives or expand the
through most of 1999, several amount of business they write
However, many captive man-
agers beheve that it is the contin-
7, Coligalrd,nal,zi uing uncertainty overthetax sta-
tus of offshore domiciles, more
than the competitive msurance
market, that is putting the brakes
on new growth
4 The Isle of Man is one of 47 lu-
risdictions that may be mcluded
in a list of tax havens being pre-
mergers and acqwmtions among pared by the Pam-based Orgam-
captive parent companies and zation for Economic Cooperation
uncertainty surrounding the is- and Development The OECD an-
land's tax status with other coun- nounced last June that it was
tries stifled growth on the Isle of prepanng a list of jurisdictions
Man, according to captive man- that generate harmful tax compe-
agers While four new captives tition for its 29 member nations
formed last year, six ceased oper- (Bl, June 14, 1999)
atmg The hst is due to be published
Although hgures for net premi- this June, according to a
ums written in 1999 w111 not be spokeswoman from the OECD
available until the summer, Glyn At the same time, several coun-
Gilbert, assistant supervisor of its tnes are tightening their tax rules
Insurance and Pension Authonty, for offshore-based compames,
expects them to remain at about noted Mr Gilbert
the 1998 level of £1 bilhon ($1 6 See Isle of Man on page 44

1999 1998

exempt Insurers, managers say Eli
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Isle of Man

Continued from previous page

Of most concern to captive man-
agers on the island are indicaticns in
South Africa's latest budget that the
country may tighten up tax rules for
transferring money from overseas
companies. Much of the Isle of Man's
captive growth in recent years has
come from South Africa-based parent
companies.

"South Africa has been an active
area for us, and we are stul getting in-
quiries," said Mr. Gilbert of the Insur-
ance and Pension Authority, n,ting
that 16 Manx captives have South
African parent companies.

"As a result, any change in the tax
rules there could impact the island
adversely, and we will be looking
closely at the tax implications; said
Graham King, a director of Marsh
Management Services (Isle of Man)
Ltd., which has several South African
company clients considering s€tting
up captives on the Isle of Man.

The Isle of Man has had good con-
nections with South Africa for a long
time with a history of Manx miners
immigrating to South Africa, noted
David Brown, managing director of
Caledonian Management Ltd. and
SINSER (Isle of Man) Ltd. Further-
more, Mr. Brown said, there are good
relationships between South African
companies and many of the financial
sectors on the island, including insur-
ance

Meanwhile, European countries, in-
cluding Italy, also are looking at intro-
ducing legislation to tax income from

overseas companies, which "poten-
tially could be a problem," said Mr.
Kir-g.

While captive managers agree that
the introduction of a corporate tax on
controlled fcreign companies by the
U.K. government jr. 1935 did not re-
sult in U.K. parents winding up their
Isle of Man captives, many beteve
tha. it did discourage some UK corn-
panies from forming captives.

The British gov€rnment changed
the tax on CP'Cs ir__ the 1995 budget
(Bl Dec. 4, 1995). Frior to that time,
offshore companies, o:her than in-
vesiment firms, had been able to re-
duce their U K. tax liability through
the accounting and reserving prac-
tices in their country of domicile, and
only half of the investment income
generated by each OFC's profits had
to be paid in dividends to the UK
parent. Following she 1995 budget,
CFCs had to distribute 90% of their
taxable profits, minus capital gains
and foreign taxes, te the parent.

That legislation prompted the Isle
of Man to introduce its own new leg-
islation, the International Business
Act 1996.

Under the 1996 Manx act, captives
could meet a provision of the U.K.
CFC legislation by registering as in-
ternational businesses under the new
act and electing to pay tax to the Isle
of Man at 75% of the ncrmal U.K. tax
rate instead of the usual 20% Manx
corporate tax rate.

Although many of the captives
chose to register under the new legis-
lation, the new CFC tax rates still
have stifled U.K. parent start-ups,
managers believe.
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"Captives are not being formed as
they used to be, and there is a lot less
new formation by UK. parents," said
Mr. King.

Part of that is due to the fact that
most large U.K. companies already
have formed captives and the market
is becoming saturated, he noted. But
there is no doubt that the U.K. CFC
legislation has had an impact. he said.

The number of new eaptives with
U.K.-based parents slowed down
when CFC rules changed and"90% of
a cap:ive's profit had to come back,"
agreed Mr. Gilbert of the IPA

Now, "France and ltaly are bring-
ing in their own versions of CFC leg-
islaticn,"” added Mr. Gilbert.

Michael Skehan, director and gen-
eral manager of International Risk
Management (Isle of Man) Ltd., which
manages seven captives for parents
based throughout Europe, does not
"anticipate any growth" of captives
on she Isle of Mar__ at the moment.

The European Union and the
OECD are "looking at the ble of
Man" and other offshore captive
domiciles, and many European coun-

-tries "are not happy with us," he said.

Although captives are formed not
for tax reasons but to provide insur-
ance coverage for their parent compa-
nies more effectively and economical-
ly, the tax issue is of concern to many
countries, Mr. Skehan said.

Meanwhile, Dublin, the Isle of
Man's nearest and fast-gnwing com-
petitcr domicile. does not face the
same problems, Mr. Skehan pointed
out-

The Isle of Man, Guernsey and Jer-
sey are self-governing crown depen-

An
)J6SPITAL

Company

dencies of the United Kingdom. Un-
like Dublin, they are not part of the
European Union. Dublin also has a
European Commission exemption
that allows it to offer a 10% corporate
tax until the end of 2001 and a 12.5%
rate thereafter. This favorable tax rate
has helped Ireland's capital become
one of the largest captive domiciles in
the world in little more than a decade.
It also benefits from the fact that it is
one of the few captive domiciles not
under OECD scrutiny-

Because Dublin is in the European
Community, captives and insurers
based there are able to write direct
business into Europe, making it an at-
tracive domicile to European parent
companies, said Mr. Skehan. He also
pointed out that one of IRM's clients
currently is considering relocating its
Isle of Man-based captive to Dublin.

Clients increasingly are "looking to
Dublin if they have European inter-
ests," agreed Marsh's Mr. King.

As a result, the Isle of Man is losing
a potential source of business to its
competitor across the Irish Sea, he
noted.

Scrutiny by the OECD and moves
by several countries to introduce CFC
legislation have prompted Mansh as a
group to "look at strategies to get
round CFC legislation, such as intro-
ducing third-party business into cap-
tives in a controlled manner," said Mr.
King.

"Most companies would like to be
able to grow their captive and take
more risk. U.K. companies, in gener-
al, are looking to see how they can
maximize the use of their captives.
Marsh is looking at strategies such as

f.;*,44,S-1-1.-"" -4'4, {21 .h

pooling arrangements," he said.

Other issues concerning captive
managers on the island include pro-
posed changes in the recent UK. bud-
get to tax loss reserves set aside by
property/casualty insurers (Bl, March
27). If implemented, such taxation
would affect captives on the Isle of
Man with U.K. parents, said Mr.
Gilbert.

Meanwhile, the debate over
whether the island’'s authorities
should introduce protected cell com-
pany legislation rumbles on.

A 1998 decision by the IPA not to
introduce legislation to allow PCCs
disappointed many of the island's
captive managers, who see the entities
as an important vehicle for the domi-
cile to attract new business. The PCC
structure allows the creation of an
umbrella company, or core cell,
around which any number of inde-
pendent subsidiary cells operate.

Guernsey has gained many new
captives since introducing PCC legis-
lation.

The IPA rejected introducing simi-
lar legislation because the barriers be-
tween cells have never been tested in
court and there is no certainty that
courts outside of the Isle of Man
would respect the boundaries. (B,
June 1, 1998).

However, captive managers are
"stilllobbying for (PCC legislation). It
is still on the agenda," said Mr. King.

"Guernsey has benefited from hav-
ing the legislation, and if we haven't
got it we can't compete" as effective-
ly, noted Mr. King. He added, howev-
er, that the island does have rent-a-
captive facilities. Ell

-a



o



46 / Business Insurance, May 1, 2000

5.50.N:, aDlIl Ve,2 fPI..:.crb.:#faL.....4

——

£F 2.iffk:% 55100 MG ONFI%L= 8 AL =2 Nl nd 2l e, A

Dublin intends to raise profile in captive market

By SARAH VEYSEY

DUBLIN, Ireland-As the num-
ber of captives registered in Dublin
continues to grow, some in the fi-
nancial services industry are look-
ing at ways to transform the Irish
capital into a true financial market-
place.

"What we would like to see is
Dublin go through a kind of conver-
gence process from a financial cen-
ter to a financial market,” said Lar-

ry Sherin, general manager of
Zurich International Services and

chairman of the Dublin Insurance
Managers Assn. "There were no in-
ternational companies here 10 or 12

years ago; now we have a very vi-
brant financial center. What we
want now is to see more transac-
tions, more deals, more market-
making being done in Dublin,
rather than companies traditionally
going to Europe, the U.K. or
Bermuda.”

Dublin had 165 captives regis-
tered at year-end 1999, up from 153
in the prior year.

Mr. Sherin said he hopes to see
companies from within Dublin's In-
ternational Financial Services Cen-
tre doing business with those out-
side the IFSC. The IFSC, set up in
the late 1980sto stimulate the Irish

economy, gave incentives and tax

breaks to overseas companies con-
ducting international business from
the center.
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"The vast majority of companies
in Dublin and in the IFSC transact
business from overseas, but what
we would like to see is people com-
ing to do business in Ireland. That is

they love you,

the next step in the development. It
is an ongoing process, but we feel
we are going to get there in a couple
of years' time," Mr. Sherin saic.

As part of its bid to become an in-
ternational financial marketplace,
Dublin has begun to promote itself
throughout the world. For the first
time, representatives from the In-
dustrial Development Agency of
Ireland will be exhibiting at the an-
nual Risk & Insurance Managenent
Society Inc. conference. David
Smith, the IDA's international in-
surance representative, said: "We
are hoping to attract captives, both
direct-writing and reinsurance cap-
tives, from anywhere in the world.

...they lov you not,

they ove you,
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We are not closing off the center in
terms of what we are looking for."

Mr. Smith, appointed after a 1998
Tillinghast-Towers Perrin report
said that Dublin needed to promote
itself more aggressively, is embark-
ing on a tour of most of the major
insurance and reinsurance confer-
ences this year in a bid to raise
Dublin's profile. Part of that effort
will involve a new Web site, insur-
anceireland.com. The site, launched
in February to provide information
on what Dublin has to offer, in-
cludes a link to the insurance arm of
the Department of Enterprise,
Trade and Employment, the princi-
pal financial regulator.

The site "gives us an opportunity
to reach more companies farther
afield with the message that Ireland
is an ideal location for international
insurance and reinsurance,” Mr.
Sherin said, noting that the site will
be an integral element of the DIMA
marketing strategy. "It will serve as
a first port of call for people inter-
ested in setting up in Dublin. . .\We
have to make sure that (the site) be-
comes known in the marketplace."

The 1998 Tillinghast-Towers Per-
rin report also suggested that
Dublin enact protected-cell captive
legislation to broaden the options
available to captive parents. The is-
sue, still at the discussion stage, is
being examined by the IFSC Insur-
ance Committee.

Eamon O'Brien, managing direc-
tor of Aon Insurance Managers
(Dublin) and chairman of the prime
minister's insurance task force, the
Taoiseach Insurance Group, has ,
said that his team is looking into the
PCC issue. "We have a subcommit-
tee exploring it, and we are hopeful
that we will pull together something '
that will be acceptable to the au-
thorities," said Mr. O'Brien. But Ire-
land's non-life insurance regulator,
Emily Sheerin of the DETE, has ex-
pressed reservations about PCCs, so
it could be some time before agree-
ment is reached, observers note.

Dublin's favorable tax environ-
ment has always helped attract cap-
tives, and recent tax changes are ex-
pected to boost the number of com-
panies setting up in Ireland. Begin-
ning in 2003, corporate tax across
Ireland will be 12.5%, ending any
concerns over Dublin's current 10%
tax rate, approved by the European
Union as part of the IFSC provi-
sions. The Irish Treasury calculated
that the average weighted tax rate
in Ireland was about 15% and that
setting the level at 12.5% would be
offset by the fact that certain shel-
tered industries would become sub-
ject to a slightly higher tax rate.

Slashing the corporate tax to al-
most half its current level of 24% is
expected to provide an incentive for
companies to set up outside the
IFSC. An agreement reached be-
tween the Irish authorities and the
European Commission states that
the IFSC will cease to exist in 2005.
The IFSC is already effectively
closed to new business, as new pro-
jects had to be approved by Decem-
ber 31, 1999. The harmonization of
corporate tax will serve as "a long-
term attraction for stable growth
outside the IFSC," according to Mr.
Sherin.

Garry Cullen, managing director
of International Risk Management
(Dublin) Ltd., said: "We have seen
an increase in the number of cap-
tives we manage. We had seven last
year, and now we have 12 at this
stage. | think Dublin is becoming
more recognized as an international

See Dublin on page 48
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Dublin

Continued frgm page 46

captive insurance center, partic-1-
larly now that the tax situation has
been clarified.

"There may have been a reluc-
tance on the part of some people to
come to Dublin because of the un-
certainty as to what was going to
happen after the 10% tax rate ex-
pired," he said.

INn addition to its favorable taxa-
tion environment, Dublin's status as
a full-fledged member of the Euro-
pean Union is a trump card in at-
tracting new captive business, ac-
cording to local industry observers,
"Our main advantage is that we are

an onshore E.U domicile,” said Mr,

Smith. "So if you want a direct-

writing captive to cover your Euro-
pean business, you can set it up in
Ireland with one regulator and it
can write risks right across Europe. 1

Ireland also is the only English-
speaking country within the so-
called "Eurozone"-the group of
countries that have agreed to use
the single European currency. "That
is another added value," said Mr.
Sherir.. "Being part of the Eurozone
does give a very stable basis to cur-
rency iansactions."

Mr. Cullen of IRMG agrees that
Ireland's membership in the Euro-
pean Union is an asset. "l think that
it is very important that Ireland is
within the E.U. Particularly with
big corporaticns within Europe,
companies which may have hesitat-

ed to set up an offshore company,”
said Mr. Cullen. "We are a full
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market
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member of the E.U., and that gives
great comfort, not just b th€ risk
manager who would be contemplat-
ing 'he establishment of a captive,
but particularly to the board of
these big companies who in the
past-particularly within mainland
Europe-may have hesitated to
commit to an insurance cr reinsur-
ance operation.”

In January 2000, Dublin licensed
its first transatlantic captive. Daim-
ler Chrysler Reinsurance Dublin is
the captive for the recently merged
automobile manufacturer. Daimler
has an insurance cperation in Eu-
rope and Chrysler has a d.rect writ-
er in the United States, and the
Dublin captive's managEr is now
exploring a way to combine the op-

eratons.

Both Mr. Sherin and Mr. Smith

acknowledge that a hardening of
rates in the traditional insurance
and reinsurance market could
prompt a new wave of capsive for-
mations. At the same time, they
stress that they are happy with the
current formation rate in D iblin. "I
think 1999 was a good year. and the
pipeline business coming through
for 2000 is steady, if not dramatic,”
Eaid Mr. Sherin. "From a DIMA
point cf view, we are very satisfied
with the business coming through.
-We would like to see a steady pro-
cess of zompanies coming in-which
can be managed more easily-

rather than a dramatic increase in
Nnumbers.”

Mr. Smith agreed. "I'd like to see
captives continue to increase at the
rate they are. I'd like to see more
stand-alone captives and perhaps a

experience

-stability-]
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few more of the reinsurers we don't
have here-a few more of the
Bermudian companies perhaps," he
said.

"lIreland has developed very well
not just as a captive domicile but
also as an insurance and reinsur-
ance domicile,” said Mr. Sherin.
"What we are seeing now is a lot of
maijor reinsurance companies from
Bermuda stepping in to Dublin as
their channel to approach and inte-
grate into the European market."

IRMG's Mr. Cullen said he does
expect an increase in the number of
captive formations if traditional in-
surance markets harden. "I think
there might be (growth), particular-
ly from countries such as Germany,
where captives have tended in the
past not to be used by the top 50 or
100 companies. If the (German) in-
surance market were to harden,
more and more companies would
move toward the captive solution.”

Some reinsurers are coming to
Ireland because of the favorable tax
treatment they are set to receive in
2003.

The influx of big-name reinsurers
has strengthened Ireland's position
as a growing insurance center, Mr.
Sherin said. "We have big names
such as Renaissance Re, Allianz,
Gerling, Max Re-so we have big
players from Europe and Bermuda.
The arrival of reinsurers brings a lot
of new capital, which in turn will
attract more business.”

Reinsurance regulation is not part
of Ms. Sheerin's purview as the non-
life insurance regulator of the
DETE. Reinsurers currently must
undergo only a notification proce-
dure, informing the DETE that they
are conducting business, though
that could change. A reinsurance
bill currently being debated in the
Irish Parliament addresses reinsur-
ance regulation, but it is not antici-
pated that any regulations will take
effect in the short term, said Ms.
Sheerin.

Mr. Smith said that, at present,
reinsurance regulation is not need-
ed in Dublin. "l think that the situ-
ation is only really likely to change
if the European Union issues a di-
rective on it," he said. "We have ex-
amined it, the regulators have ex-
amined it, and they are happy with
it. But if things were to change in
the industry and DIMA lobbied for
a change, then the regulators would
listen to them. And, obviously, if
Europe changes, we will change
with that.”

Captive managers are also keen to
see an expansion of the range of
business done in Dublin. Already
the home to insurance securitization
special purpose vehicle Atlas Re,
more SPVs are expected to be estab-

lished in Ireland.

"There is a huge amount of asset

securitization business here," said
Mr. Smith. "Securitization is a big
part of the center, and we are ex-
pecting the launch of at least two
more SPVs this year. This is an area
we are promoting quite heavily."

IRMG's Mr. Cullen said, "We
manage mainly single-parent cap-
tives still, and they mainly write
property and casualty risks, but we
are see some companies looking at.
.alternative risk transfer and securi-
tization.”

The success story that is the IFSC
provides a steady platform on which

Dublin will now seek to grow as an

international financial services

marketplace. As well as the favor-
able tax climate. E.U. membership,
and strong reputation it has created
for itself, Mr. Smith added that
there is another reason to do busi-
ness in Dublin. "The Guinness and
the golf courses are good," he
quipped. El]l
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Hawaii withesses resurgence in captive activity

By ROBERTO CENICEROS growth, captive managers, regula- tive, Yazaki Insurance Co Inc, mi- Mr Lowe, a driving force in CSAA formed the captive after it
tors and risk managers concur tially will insure its parent's North shaping Hawaii's captive industry, joined with other auto associations
HONOLULU-Hawaii's captive Some managers expect growth this American property risks, and plans resigned from Marsh last month to purchase a life insurance com-

industry has burst out of a growth year to surpass that of 1999 call for it to eventually insure the and stepped down as HCIC presi- pany that now sells life and annu-
slump, adding a record 11 new As of April 7, Hawaii had 11- company's international risks as dent, citing personal reasons He 1ty products to AAA members By
captives in 1999 censed seven captives By the same well was replaced at Marsh by Seamus using its captive to reinsure the life
That easily eclipsed the state's date last year, Hawaii had only Tivnan, who was appointed gener- products, CSAA can increase the
prior record, which was set in 1993 two new captives al manager and vp Becher + Carl- profitability of the life operations
when Hawaii licensed eight cap- In addition, two new managers son's Ms Jong IS now the acting Mr Donahue explained
tives, said Craig Watanabe, captive were licensed in 1999, bringing to i.- president of HCIC CSAA also has a Bermuda cap-
insurance administrator for eight the number of managers in - Other changes m Hawaii include tive for its property/casualty risks
Hawaii's Insurance Division in the state oa: the addition of two captive man- but the captive for its life business
Honolulu Several factors are expected to e agement companies-Triesco In- had to be domiciled in an onshor€
Six facilities, however, dissolved help sustain Hawaii's captive surance Services and Risk Services facility, as life insurance opera-
last year because of changes at boom, including California's hard- - L - - Hawaii tions face a greater federal tax
their parent companies, bringing ening workers compensation mar- Triesco, based in Tustin, Calif, burden in their early years if they
the number of Hawaii captives li- ket, a growing number of West Yazaki formed ItS captive in does not have a Hawaii office But operate offshore, Mr Donahue
censed at the end of 1999 to 59, up Coast e-commerce companies, Hawaii because "non-U S Juris- because It maintains records at a said
from 54 the previous year, accord- state-sponsored marketing of dictions create potentially severe local law firm, it qualifies as a When you combine everything,
ing to the Insurance Division and Hawaii's captive industry and tax-haven penalties for Japanese Hawaii captive manager, said Mr including the regulatory atmo-
captive managers growing demand for insurance al- owners," Mr lwamura said in a Watanabe Triesco had two cap- sphere, the (Hawaii) department 01
By comparison, five captives ternatives among Japanese compa- statement tives under management as of De- insurance was extremely receptive
were licensed in Hawaii in 1998 nies Mr Watanabe of the Hawaii In- cember 31, 1999 to us,” Mr Donahue said "They
and three were dissolved, resulting On March 24, Hawaii Gov Ben- surance Division said other Risk Services Hawaii is a unit of went out of their way to work with
in a net increase of two that year Jamin J Cayetano personally Japanese companies currently are Risk Services LLC in Montpelier, us, to understand what we were
The 59 captlves operating m handed a new certificate of author- inquiring about forming captives Vt Several factors drove the Ver- doing before they approved it "
1999 generated premiums of $237 5 ity to Takashi lwamura, president in the state mont-based parent to launch a Upon its formation, Pacific Bea-

million, compared with $272 2 mil- of Yazaki International Corp The A departure from Japan's tradi- separate Honolulu operation, said con Life Reassurance Inc became
lion in 1998 Observers attribute Japanese company, with $23 bil- tional business practices, coupled Jon Harkavy, vp and general coun- one of the domicile's 10 largest
the decline to positive investment lion in annual sales, provides prod- with deregulation of its insurance sel in the Arlington, Va, office of captives, according to the Insur-

returns that allowed captive own- ucts and services for most of the market and a newfound interest in Risk Services LLC ance Division The Division, how-
ers to reduce premiums and to world's automobile producers It is risk management practices, will Hawaii has a very progressive ever, does not release captives' spe-
merger activity leading to captive the largest manufacturer of auto- fuel interest in captives, experts captive law and a supportive In- cific prermum volumes
dissolutions motive wiring harness systems predict surance Division, he said Hawaii Other California companies are
Hawaii is poised to continue its Yazaki International's new cap- In addition, a merger trend also provides convenient access for also considering Hawaii
among smaller Japanese proper- potential clients from Japan, Ko- "That is where all our (client) in-

ty/casualty insurers should soon rea and the West Coast In addi- quines are coming from," said
suk)side, Mr Watanabe said Once tion, the domicile has a favorable Marc Lapointe, managing director

Hawal |'S Iarg eSt ca ptlves that happens, Mr Watanabe ex- tax structure and, unlike Vermont, in Phoenix for Aon Insurance Man-
pects Japanese insurers to focus does not have an aversion to risk agers (USA) Inc , which has cap-
Ranked by 1999 gross premium volume more on promoting captives and is- retention groups that insure auto- tive management operations in
Captive suing fronting policies, Just as U S mobile service warranties, Mr Honolulu

Parent insurers now do That should result Harkavy noted California's hardening workers
Nissan Motor Insurance Corp. in more business for Hawaii, he Because of that reputation, compensation market IS driving
Nissan North America Inc said Hawaii has become a haven for risk managers to consider captive
Aggressive marketing of the risk retention groups that provide insurance as an alternative to re-
F.L. Insurance Corp. domicile by the state also should liability coverage for automobile newal-time rate increases, Mr La-

Marriott international Inc fuel growth, said Sherman S Hee, extended service warranty con- pointe said
president of Hawaii Captive Insur- tracts It is now home to five such Meanwhile, Hawaiian captive
Entertainment Risk Management Insurance Co. Inc. ance Management/USA Risk RRGs, according to the division, Industry leaders continue to push
Draney Information Service Corp Group in Honolulu three of which obtained licenses in for legislative changes In 1999
Meridian Pacific Insurance Co. Inc. Mr .\Natanabe was hired b.}/ the 1999 they were instrumental In enacting
state in 1999 to promote Hawaii as "Hawaii is defmitely a pnme do- legislation that clarified Hawaiian
Nestle Holdings Inc a captive domicile Previously, the mestic player alongside Vermont," captive statutes by creating foul
Sutter Insurance Services Corp. Insurance Division only had a Mr Harkavy said clearly defined captive classes that
Sutter Health part-time captive representative, One of the captives that Risk can be licensed by the Division
and that individual was unable to Services Hawaii manages, e-Cov- Class 1 is a pure captive that writes
Medical Professional Liability Insurance Co. Inc. focus on marketing because of oth- erage Reinsurance Co Inc, was business only as a reinsurer, Class

er responsibilities As a result, formed in February The captive is 2 is a pure captive that can write

University of California, San Francisco-Stanford Health Care N : ) . “ ! ;
leaders of the Hawaii Captive In- a unit of San Francisco-based e- direct and/or reinsurance business,

Pacific Beacon Life Reassurance Inc. surance Council, which represents Coverage, which sells personal Class 3 is an association captive

CSAA Life & Financial Services Inc the state's captive industry, were auto liability insurance coverage and/or risk retention group, and

) . i . on their own to promote the dorm- through the Internet Class 4 covers rent-a-captive facil-
California Healthcare Insurance Co., A Risk Retention Group elle West Coast e-commerce compa- ities

California acute care hospitals The state's help "has really been nies "can certainly be another State lawmakers in 1999 failed

a plus,"” Mr Hee said "There has feeding base" for Hawaii's captive to pass legislation that would have

Attorneys Insurance Mutual Risk Retention Group

California law firms been a significant focus on market- industry, Mr Harkavy said allowed private investors to create
ing and sales Now you still have Jon Kelly, vp of products and facilities that provide reinsurance
Transamerica Pacific Insurance Co. Ltd. guys like us out in the trenches, strategy for e-Coverage, inter- or excess insurance That legisla-
Transamerica Corp and the state " viewed regulators from other do- tion faced stiff opposition from the
The state's commitment has mestic domiciles before deciding Washington-based Reinsurance
Source Hawaii Insurance Division, premiums not released boosted insurance industry confi- upon Hawaii He found Hawaiian Assn of America (BIl, April 12,

dence in the domicile, said Wanda regulators the most receptive to his 1999)
Jong, vp and manager of company's plans for its facility, he But supporters of such a measure
Managers Of Hawaii Ca ptives Becher + Carlson Risk Man- said once again are pushing for passage
. . agement Inc in Honolulu "They were very excited, and we of a similar bill during the 2000
Ranked by gross premium volume In millions of dollars As an example of the appreciated that excitement,” Mr legislative session, which is sched-
Manager Premium volume Captives state's marketing efforts, Kelly said The captive is used to uled to end next month As of April
1999 1998 1999 1998 Gov Cayetano, Mr Watan- reinsure e-Coverage's auto hability 7, S B 3192 had cleared the Senate
abe, and HCIC members in policies and was moving through the

Marsh Management Services Inc. $98.6 $118.1 26 25 September visited Tokyo to Hawaii's proximity to California House
produce an alternative risk was also an advantage, Mr Kelly The new measure also faces op-
Becher + Carlson Risk Management Inc. e 55.6 ! financing seminar for 250 said The four-and-a-half hour position from the RAA, and bill
Aon Insurance Managers (USA) Inc. 32.0 10.5 6 3 Japanese businessmen flight to Hawaii from San Francis—. supporters say the are unsure of its
Because of that presenta- co also helped John Donahue, di- prospects The RAA opposes the
Hawaii Captive Insurance tion, Yazaki International, rector of risk finance for CSAA bill because it lacks adequate capi-
Management Inc./USA Risk Group 16.8 76.8 8 11 which had already investi- Life and Financial Services Inc, tal and solvency requirements, said
gated several other domiciles, select Hawaii as the domicile for Marsha Cohen, vp of state relations
50th State Risk Management Services Inc. 5.0 2.2 6 3 decided to form its new cap- Pacific Beacon Life Reassurance for the RAA The bill's supporters,
tive in Hawaii, said Peter J Inc however, contend that the Insur-
Willis Management Ltd. 4.5 5.4 3 2 Lowe, a former senior vp of CSAA-the Callfornia State Au- ance Division IS capable of ade-
Triesco Insurance Services s NA 5 NA Marsh Management Services tomobile Assn -is the American quate solvency oversight Addi-
Inc in Honolulu Yazaki In- Automobile Assn insurer for tionally, they argue that the RAA
Risk Services (Hawaii) Ltd. 1.9 NA 1 NA ternational's captive is man- Northern California, Nevada and opposes the measure because its

aged by Marsh Management Utah CSAA obtained a license for members want to quash competi-
Services Pacific Beacon in 1999 tion
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Asia may be source of more Singapore captives

By KATE TILLEY
SINGAPORE--A hardening
market is expected to increase in-
terest in the development of cap-
tives in Singapore, but the domi-
cile's major growth will likely
come from a new area, one captive
management executive says.

George McGhie, senior vp of
Marsh Management Services Sin-
gapore Pte. Ltd., said that Asian
nations will be the largest source
of captive business this year,
rather than Australia, which has
traditionally held that role.

Singapore at year-end had 52
captives, one more than last year,

said Catherine Leo, manager of
reinsurers and captives in the In-
surance Department, a branch of
the Monetary Authority of Singa-
pore.

During 1999, four new cap-
tives-one formed by an Aus-
tralian parent and three with
Japanese owners-were registered
in Singapore, while three M'ere de-
registered.

In 1999, gross written premiums
for all captives domiciled in Sin-
gapore totaled $209.9 mil-ion Sin-
gapore ($123.6 million}, down
only slightly from $211.8 million
Singapore ($127.5 million) in the

previous year.

Marsh, :he country's largest
captive manager, has 23 Aus-
tralian-owned captives under
management, as well as five

Japanese, one New Zealand and
one Singaporean captive. Marsh's
Singapore operation also manages
two Bermuda-domiciled captive:.

Mr. MeGhie said Marsh had
registered one new captive for an
Australian parent so far this year.
Japan, however, is the country
with the greatest potential for
new Singapore captives, despite
the fact that Japanese parent
companies historically have taken
a long time-six years or more-to
decide to develop captive opera-
tions.

Other potential markets for Sin-
gapore captives include Taiwan,
the Philippines and Malaysia,
though Mr. McGhie said there
were "a lot of prospects, but not

much action” from those coun-

tries last year.
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Marsh is confident of register-
ing at least one more Australian-
owned captive this year. In addi-
tion, the captive manager has
"four or five projects on the go
that look positive,” Mr. MeGhie
said.

While Australia's maturity in
terms of forming captives makes
it "a restricted market,” with less
growth potential than some Asian
countries, Mr. MeGhie said there
are some Australian companies
that have increased their asset
bases, due to mergers and acquisi-
tions, for example, and companies
generally are "better focused on

cost control.” Those factors make

captive formations more feasible,
he said.

Plus, a hardening property/ca-
sualty insurance market is also a
factor for them, he added.

The Monetary Authority, Singa-
pore's regulatory authority for
captives, is currently considering

making captives' catastrophe re-
serves tax deductible.

Deductibility of catastrophe re-
serves was recommended in a re-
view of captive regulations con-
ducted by the authority in 1998.
Other recommendations, which
were implemented that year, in-
cluded reducing captives' mini-
mum capital requirement and sol-
vency margin, which was lowered
to $400,000 Singapore ($235,560)
from $1 million
($588,900).

Mr. McGhie said that while

Singapore

making cat reserves tax de-
ductible likely would not stimu-
late much growth in Singapore's
captive industry, it would give
captives greater flexibility in
managing their funds.

Captive owners could use in-
curred-but-not-reported loss and
catastrophe reserves to greater
advantage to spread their risks
over time, he noted.

Some captives, he noted, al-
ready use catastrophe reserves "as
smoothers," regardless of tax de-
ductibility

Mr. McGhie said the regulatory
body backed the proposal, but fi-
nal approval must come from the
Inland Revenue Authority of Sin-
gapore, and there is no time frame
for that decision.

Mr. MeGhie said the Monetary
Authority's decision to allow cap-
lives to write business for related
entities had helped the industry,
out he noted there is "still a per-
ception (that such business) is not
allowed in Singapore.”

Since 1998, captives have been
permitted to write business for
companies partly-owned by the
parent; reinsurance for employee
personal lines coverages; travel,
transit and warranty insurance;
and joint-venture programs where
the parent has control of risk
management functions (BIl, April
12,1999)

The soft market has slowed cap-
tive growth in Singapore, Mr.
MeGhie noted. "The financial in-
centives are not there,”" he said.
But he expects the "dramatically
hardening"” markets to prompt
parent companies to consider de-
veloping captive operations.

"There's still a lot of capacity,
but it's very choosy. There's a lot
of push to get rates up. Low-risk
accounts can still get good prices,
but if you have a loss record, you
will get hit. They (direct insurers)
are starting to underwrite risks

technically, and it's a shock," he
said. Eli
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World captive domiciles

The charts that follow were developed by
Business Insurance to make it easier for risk
managers to track developments and regulatory
requirements in captive insurance domiciles
worldwide.

The information is provided only for domi-
ciles with specific legislation or regulations per-
taining to captives; domiciles that merely allow
the formation of captives under existing insur-

CAPTIVES CAPTIVES CAPITAL

ance legislation are not included.

The charts provide information on captive
domiciles-listed in alphabetical order-begin-
ning with the number of licensed captives at
year-end 1999 and 1998. Those figures include
the number of inactive captives registered in the
domicile.

Listed next are the minimum capital and sur-
plus for captives and premium-to-surplus re-

PREMIUM

-5-VGR«tkinE, 2 e 2 -

at a glance

quirements followed by application fees and
annual license fees pertaining to captive insur-
ers. Also listed are applicable local taxes as well
as the name of law that governs captives and the
year it was passed.

Each list.ng concludes with information on
the domicile's regulator, including contact infor-

mation for those seeking additional informa-

tion. [al

OOMICILE

Bahamas

Barbados

Bermuda

British

Columbia

British Virgin

Islands

Cayman
Islands

Colorado

Delaware

*Restated.

1999

30

220
(Blest.)

1,080
(Bl/est.)

16

131

497

1998 & SURPLUS

29 $200,000 capital

218>

(Blest.) $125,000 cash

$120,000 for Class 1 (sin-
gle-parent insuring only
risks of parent and affili-

ates); $250,000 for Class 2

(group/association deriving
no more that 20% of net

1,054
(B/est.)
premiums from unrelated
companies); $1 million for
Class 3 (more than 20%
from unrelated companies)

$200,000 Canadian
($135,640)

$200,000 for P/C
captives writing up to
81 $1 million in net
premiums; $250,000 for
life/health captives

$120,000 for Class B li-
cense (most single-par-
ent, property/casualty
captives); $240,000 U
writing long-term cover-
ages; $360,000 if writing
both long-term and gen-
eral business

485

$300,000 capital/
$200,000 surplus for sin-
gle-parent and group
captives

13

Single-parent $250,000;
5 industrial: $500,000; as-
sociation: $750,000

TO SURPLUS

5-to-1 or at discretion

of regulator

5-to-1 net premium to

surplus. Less than $5
million in premiums: net

assets of $125,000 or
20% of premium written.

More than $5 million: net

assets of $1 million plus
10% of premiums written

20% below $6 million
and 10% above for

Classes 1 and 2; 15% for
Class 3

None

540-1 tor P/C insurers
writing up to $5 million
in net premiums

At [liscretion

ol regulator

Pure captives: none;
group captives: 3-to-1

None

FEES

$25 application lee;
$2,500 annual
registration fee;
$1,000 business

license

$250 application fee;

$2,500 annual license

Registration fees:
Classes 1 and 2,
$1,575; Class 3,
$2,625. Annual fee:
Classes 1 and 2,
$840; Class 3, $2,625

$500 Canadian ($339)

application fee;
$2,500 Canadian
($1,696) registration
fee; $2,500 Canadian
annual renewal lee

$500 application fee;
$2,000 annual
renewallee

$6,098 annual
licensing fee

$500 application fee;
$500 annual fee

$100 annual
statement tee, and
$50 for continuation

of certificate

TAXES

None

None

Company tax: mini-
mum for Class 1 is
$3,633; minimum

for Classes 2 and 3

is $5,607

30% federal
income taxi
16% provincial
income tax

None

None

Direct: greater of
$5,000 or 0.5% of
first $25 million of

direct premiums
written, 0.25% of

next $50 million,
and 0.1% thereafter.
Reinsurance: 0.25%
of first $20 million in
premiums an[1 0.1%
thereafter.

Premiums: 0.7% for
first $20 million;
0.5% for next $20
million; 0.3% for
next $20 million;
and 0.1% for each

dollar thereafter

LAWS

The External Insurance
Act; 1983. Chapter 318
as amended December
24, 1996. The Sub-
sidiary Legislation/
Chapter 31 B External
Insurance; 1987

Exempt Insurance Act
of 1983

Amendments to

Insurance Act 1975

The British Columbia

Insurance Captive
Company) A:t 01 1987

The insurance Act;
1994. Insurance

regulations; 1995

The Insurarce Law

(1999 revision)

The Colorado

Captive Insurance Act
of 1972

Chapter 69 (Captive In-
surance Companies) of
the Insuranca Code;
1984

REGULATOR

Kendal C. Munnings,
Registrar of Insurance/
Insurance Section,

Ministry of Economic DevelopmenV
Ministry of Finance,

P.O. Box N-4849, Nassau, N.P.,
Bahamas; 242-328-1068;
tax: 242-328-1070

lan Carrington,
Supervisor of Insurance,
Ministry of Finance and Economic
Affairs, Bridgetown, Barbados;
246-426-3815; lax: 246-436-2699

Jeremy E. Cox
Registrar of Companies,
Government Administration
Building, 30 Parliament St.,
Hamilton HM 12, Bermuda;
441-297-7578; lax: 441-292-6640

Larry A.W. Neilsen,
Deputy Superintendent,
Insurance and International
Financial Business,

Suite 1000,1050 West Pender St.,
Vancouver, B.C. V6E 357;
604-660-2947

Peter Bates,

Supervisor of Insurance,
Financial Services Department,
The Haycroft Building, Pasea Estate,
Road Town, Tortola,

British Virgin Islands; 284-494-4190

Clive Thursby,

Monetary Authority,
Elizabethan Square, George Town,
Grand Cayman, B.W.1.;
345-949-7089; fax: 345-949-2532

William J. Kirven,
Insurance Commissioner,
Colorado Division 01 Insurance,
1560 Broadway, Suite 850,
Denver, Colo. 80202;
303-894-7499, ext. 7480

Donna Lee H. Williams,
Insurance Commissioner,
841 Silver Lake Blvd.,
Dover, Del. 19904;
302-739-4251; fax: 302-739-2709;

e-mail: deins.state.de.us
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CAPTIVES CAPTIVES CAPITAL PREMIUM

DOMICILE

1999 1998 & SURPLUS TO SURPLUS FEES TAXES LAWS REGULATOR
Reinsurance: none. Di- Emily Sheerin, Non-Life Insurance
. . rect: 4.000 Irish punts . Supervisor; or Eamon Henry,
Reinsurance: subject to . . i . European Union . .
) . ($4,761) application fee; None on premiums; . . . Life Insurance Supervisor;
review 01 business plan; None, other than L. insurance directives; )
Dubli 153 di " L h | of supervision fee between corporate tax at International Financial Department of Enterprise,
Irect: minimum share
ublin 165 ita of 500,000 Irish bap'prova T 500 and 25,000 Irish 10% until Dec. 31, Servi Cent Trade and Employment,
ervices entre
capita t° $595 150”5 usiness plan punts ($595 and 2002, 12.5% after i Frederick Building,
. regulations
punts ( , ) $29,758), depending on 9 Setanta Centre, S. Frederick St.,
premium volume Dublin 2, Ireland; 353-1-661-4444
Gross premiums
written in Georgie:
2.25% state tax, Christopher Taylor,
2.5% county and Financial Analyst;
i i ici O.CGA Title 33, i i . i
Georgia 15 15 $500,000 3-to-1 $600 application fee, municipal tax. itle 2 Martin Luther King Jr. Drive,
$700 annual fee Workers comp cap- Chapter 41; 1989 Suite 604, West Tower,
tives must con- Atlanta, Ga. 30334;
tribute to Subse- 404-657-7273; fax: 404-657-7743
quent Injury Trust
Fund
- C issi f 1
N 19% 01 annual _Tax£'32"265"‘(2t32y5;°ay i e
o statutory minimum; ) . ) in er ) inancia ervices Commission,
v premiums or 26% £500 ($790) application 9 P Insurance Companies )
i based on level of R year for 25 years: - P.O. Box 940,Suite 943, Europort,
Gibraltar 8 10 ) ) 01 average claims fee; £2,000 ($3,160) an- . Ordinance 011987 and .
business written _ | liconse foo "qualifying compa- iated lati Gibraltar; 350-40-283;
nua
over prior three nies" are taxed at associated regulations fax: 350-40-282;
years up to 35% e-mail: Isc@gilnet.gi
Capital: $50,000 pure cap-
tive; $100,000 group cap- L
. Rebate of all in- J hT.D s
tive; $150,000 industrial $2,500 application lee ebate of all in Public Law 23-109; _ osep uenas
i i i $2,500 annual license come tax on under- Director, Department of Revenue
insured captive (stock in- i . . 1997. 1998 amend- . i )
No more than five lee. $200 incorporation writing income and . and Taxation, 13-1 Mariner Drive,
surer). Surplus: $100,000 . L X - ments to Public Law .
Guam 1 1 . times paid-in fee. $750 fee for qualify- on dividends to ) K P.O. Box 23607 GMF, Barrigada,
pure captive; $150,000 . . . 24-266 ailowing
i X capital/surplus ing certificate. $1,000 shareholders. . Guam 96921; 671-475-1817;
group captive (stock insur- lifvi Hifioat ) rebate of income tax fax: 671-472-2643
er); $200,000 industrial qualifying ce_ ificate an- No gross receipts on divioends -
X X nual surveillance fee or premium tax revtax@ns.gov.gu
insured or group captive
(mutual insurer)
Four options: no laz
£1,950 ($3,081) upon but annual tee of Steve Butterworth,
application and annual- £600 ($948); slid- Director of Insurance, Guernsey
18% of net premi- ly. Protected cell com- ing-scale tax on in- Financial Services Commission,
ums for first £5 anies: £2,500 ($3,950 vestment income of Insurance Business La Plaiderie Chambers, La
Guernsey 364 362 £100,000 ($157,980) . o P } .( ) . -
million and 16% upon application and shareholders (Guernsey) Law; 1986 Plaiderie, St. Peter Port GY1 1WG,
thereafter £1,950 annually plus funds; 20% of net j Guernsey; 44-148-171-2706;
0.25% of gross premi- profits; fixed rate of fax: 44-148-171-2010;
ums up to 30% for tive e-mail: info@guernseyci.com
years
Minimum requirements Premiums taxed at 1986 changes to Hawaii Wayne Metcalf,
vary by type of captive; Application review fees 0.25% for single- insurance law in Chap- Insurance Commissioner,
Hawaii 59 54 additional requirements Varies by case vary. $300 license parent and 1% for ter 431, Article 19 of 250 S. King St., P.O. Box 3614,
determined on a case-by- renewal fee association cap- Hawaii's Bevised Honolulu, Hawaii 96811-3614;
case basis lives/RRGs Statutes 808-586-2799
Office of the Commissioner
of Insurance, 21st Floor,
5% of net premiums The Insurance Compa- ueensway Government Offices,
$2 million Hong Kong > P R $22,600 Hong Kong . p Q Y
Hong Kong 1 o $256,800 written or net claims ($2.902) None nies (Amendment) 66 Queensway, Hong Kong;
( ’ ) outstanding ’ Ordinance 1997 852-2867-2554;
tax: 852-2869-0252;
e-mail: iamail@oci.gov.hk
Etta Mae Credi,
Assistant Deputy Director,
Subject to same Article VIIC of the State lllinois Insurance Department,
Hlimois s 5 $2 million None $3,500 application fee taxes as domestic 0 Code: 1987 320 W. Washington, Springfield,
insurers nsurance t-ode; 111. 62767; 217-782-4515;
fax: 217-782-5020; e-mail:
etta_mae_credi@ins.state.il.us
Standard tax is 20%. -
Isle of Man compa-
nies operating inter- W.J. Hastings,
nationally may elect i i i-
£500,000 ($789,600) for el 35)’0/ ‘a))’(aﬁon Chief E):elcutl\f/ijI Ins(L;rance SupfrVI
. ° ° sor, Isle o an Governmen
long-term; £150,000 £1,500 ($2,370) appli- ] | Act 1986: In-
under International  NSUrance Ac n Insurance and Pensions Authorit
($236,970)for general; cation fee; £3,000 Y,
Isle of Man 169 171 None

£100,000 ($157,980)for
reinsurance; £50,000
($78,990) for restricted

Business Act. Cap-
lives operating under
a 1981 act enjoy par-

tial or full exemp-
tions il business is

($4,739) annual license

renewallee

not transacted with

Isle of Man residents

surance (Amendment)
Acts 1993 and 1995

HSBC House, Ridgeway St.,
Douglas, Isle of Man IM1 1 ER;
44-162-464-6000;
tax: 44-162-464-6001;
e-mail: ipa@gov.im



| H;gﬂ-QiJAu:TY‘_
DATA CONVERSION

e e 1 ~

The best of-class RMIS solution is at Corporate Systems

Corporate Systems “best-of-class” RMIS solutions can do more to help you avoid the pitfalls of
managing risks. :

In instaliation after installation, for customer after customer, we deliver the claims automation
systehs and services with features industry professionals have defined as the very best. You can
turn loss-and-expense ratio obstacles into financial opportunities.

From ensuring the security and integrity of claims data to maximizing access speed and
efficiency; from clean data conversion to delivering support for early intervention, our solutions are

ready to go to work for you...optimizing response times...maximizing productivity...reducing costs.

\ Corporate Systems is the largest, most proven risk 'management information systems and services

ﬁ AD HOC

E REPORTING ' '

supplier in the US. We're not just a recognized leader—we're a recognized partner: The AMIS source
' ‘ , for more than 4,000 customers, from insurers to third-party administrators to Fortune 500 firms.
We ensure every solution comes complete with deep technical support and superior training.
' It's all part of being one of the most stable, independent suppliers in the insurance and risk
EASE OF USE industry, for workers' compensation; disability; general, product and automobile liability; physical =

damage; property and crime.

The search is indeed over. We put the “best” in best-of-class so you get from problem to payback

-

faster, more efficiently, with less risk. Call 806.337.3554. Or e-mail ccogdill@csedge.com.

caorporalke
Stﬂms The shortest distance from problem to payback.

. @1999 Corporate Systems, Inc. 08/33 » www.csedge.com
- an e

See us at RIMS CLAIMS

booth #1608. ADMINISTRATION




SPRUCE UP
Tobey J. Russ

YOUR RI] CIDEX®

(MEET OUR PRESIDENTS R

AT BOOTH #1708) 1

Evan G. Greenberg Thomas R. Tizzio
President & Chief Operating Officer Senior Vice Chairman
American International Group, Inc. American International Group, Inc.

r—r r

Kristian R Moor John W. Keogh
Executive Vice President Executive Vice President
Domestic General Insurance Domestic Brokerage Group

American International GroupdJ fne.

r T r—r

John R Cavoores Joseph L. Boren
President & Chief Executive Officer President & Chief Executive Officer
National Union Fire Insurance AIG Environmental

Company of Pittsburgh, Pa.

—r —nr

Kevin H. Kelley Charles H. Dangelo
Chairman & Chief Executive -Officer President
Lexington Insurance Company AlIG Risk Management, Inc.

fI—F 3 ——F



Gerald V. Vitkauskas

President

Imperial A.l. Credit Corp.
—lis-T

Bert E. Armellino

President

Energy Division

American International Underwriters

I

Sal J. DeFini
President
North American Division

American International Underwriters

David S. French

President

A.l. Marine Agency of New York, Inc.

T-—F

Anthony J. Galioto

President

AIG Claim Services, Inc.

/S—-T

Paul Obolenslfy
President
Captive Management Division

AlIG Insurance Management Services

T3

David T. Perez=z
President

Starr Excess

Susan Rivera

President

American Home Assurance Company

— 1

The American International Companie/
pred@entd want to bear about yolir inditrance rude
problem<,. An) help you Olve theni. Stop by tbe
AIG RIMIS exhibit booth to jil@ ollt wber <ur
pred@entd will be available to talk witb yoit. So

the next time you qay, «1've got contact4 youll
really mean it.

AlIG

WORLD LEADERS IN INSURANCE AND FINANCIAL SERVICES

ALL FORMS OF COMMERCIAL INSURANCE - LIFE, ACCIDENT AND HEALTH INSURANCE « PERSONAL AUTO
AND HOMEOWNERS INSURANCE « RETIREMENT PRODUCTS AND MUTUAL FUNDS THROUGH SUNAMERICA

WWW.AIG.COM
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CAPTIVES CAPTIVES

DOMICILE 1999 1998
Jersey 17 14
Labuan 1 3

Lloyd's ot 1 o
London

Luxembourg 222 220
Maine 1 1
Malta 3 2

Netherlands

18 16
Antilles
New York 2 2
Panama 2 2

ive<renort fi- J: * :* EL*6-".

CAPITAL
& SURPLUS

PREMIUM
TO SURPLUS

£100,000 ($157,980) or
at regulator's discretion

17.5% of net

premium income

300,000 ringgit ($78,960) NA

Surplus must equal
greater of 16% of annu-
al premium income or
23% of average claims
incurred over a three-

£500,000 ($789,900);
£1.5 million ($2.4 mil-
lion) if captive parent is
U.S. based
year period

50 million Luxembourg
francs ($1.2 million)

None

Pure: $100,000 in capi-
tai, $150,000 in surplus;
industrial insured (stock):

$200,000 in capital,

$300,000 in surplus; in-
dustrial insured (mutual):
$500,000 in surplus; as-
sociation stock: $400,000

in capital, $350,000 in
surplus; association mu-
tual: $750,000 in surplus

3-to-1

Solvency margin set in
accordance with Euro-

100,000 lira ($223,294)
pean Union directives

Determined by review of
i None
business plan

$250,000 for single par-

ent captives; $500,000
for group captives. Parent

or group must have total
net worth of at least $100

million

None

$150,000 for non-life;

5-to-1
$250,000 for life

1<

FEES

£1,500 ($2,370) prop-
erty/casualty, £3,000
($4,739) life

6,000 ringgit ($1,579)
for incorporation;
10,000 ringgit
($2,632) annual

license fee

£20,000 ($31,596) lor
new captive syndicate;
£25,000 ($39,495) +
8.03% VAT lor captive
corporate member. An-
nual fees of about
2.35% ol captive's
overall premium limit

50,000 Luxembourg
francs ($1,161) for in-
corporation plus 1% tax
on capital. Annual li-
cense fee of 100,000
Luxembourg francs
($2,323)

$1,000 initial fee; $100
for license; $100 for fi-
nancial statement

500 lira ($1,116) appli-

cation fee; 500 lira ac-

ceptance fee: 1,000 lira
($2,232) annual

renewal fee

6,000 guilders ($2,552)

application tee; 3,000

guilders ($1,276) annu-

al license lee

None

$1,000 application fee;

$2,000 annual license
fee

— — —

TAXES

Maximum stamp duty
is £2,500 ($3,950).
20% standard rate;

exempt captives pay

£600 ($948) per year

Lesser of 3% of net in-

come or 20,000 ringgit
($5,264)

U.K. corporate tax
rates (up to 30%) on
underwriting business

Varies. Basic rates:
30% corporate income
tax plus 4% commercial
business tax on income
over 700,000 Luxem-
bourg francs ($16,259)

0.375% of first $20 mil-
lion in direct gross pre-
miums; 0.275% of next
$20 million; 0.175% of
next $20 million;
0.075% thereafter;
slightly less for captive
reinsurers. Minimum
tax is $4,000 per year;
2% of gross direct
premiums if parent is a
Maine corporation

Corporate tax is 35%.
Companies may operate
foreign income ac-
counts and get a tax re-
fund on distributions

to non-resident share-

holders

2,500 guilders
($1,063) fixed

Premiums related to
N.Y. risks: 0.4% to
0.075% (direct) and
0.225% to 0.025%
(reinsurance). Captives
also pay Insurance
Dept. assessments of

0.02% to 0.03% of N.Y.

direct written premiums

None

LAWS

Insurance Business
(Jersey) Law 1996,
General Provisions

and Solvency Margin
Orders 1996

The Offshore Insurance
Act 1590

Captive Corporate
Members Bylaw
(No. 19 of 1998)

1991 Insuraice Law
and Grand Ducal

Regulations; amended
1994

Title 24-A, Chapter 83,
Sections 6701-6720;
1997

Insurance Business Act;
1998

Special Insurance
License Decree; 1992

Article 70 of the New

York Insurance Law

Law 60; 1996

REGULATOR

Nigel Woodrofle,

Director of Insurance,
Jersey Financial Services Commis-
sion, P.O. Box 267, Nelson House,

David Place, St. Helier,
Jersey JE4 8TP; 44-1534-822-000;
fax: 44-1534-822-001;
e-mail: info@jerseyisc.org

Labuan Offshore Financial Services
Authority, Level 17, Main Office
Tower, Financial Park, Jalan
Merdeka, 87000 WP Labuan;
60-87-408188; fax: 60-87-413328;
e-mail: lofsa@gov.my

The Council of Lloyd's,
Lloyd's of London, 1 Lime St.,
London EC3M 7HA,;
44-207-327-1000;
fax: 44-207-626-2389

Victor Rod,
Insurance Commissioner,
Commissariat aux Assurances,
7 Blvd. Royal, B.P. 669,
Luxembourg L-2016;
352-226-911; tax. 352-226-910

Enya Carter,

Director of Financial Analysts,
Maine Bureau of Insurance, 34 Slate
House Station,

Augusta, Maine 04333-0034;
207-624-8496; fax: 207-624-8599;
e-mail: nya.h.carter@state.me.us

Malta Financial Services Centre,
(Insurance Unit), Attard, Malta;
356-441-155; fax: 356-441-189

email: communications@misc. com.mt

Nataly Davelaar,
Superintendent of Insurance, Bank
van de Nederlandse Antilles (Central
Bank), Breedestraat 1 (P), Curacao,
Netherlands Antilles;
599-9-434-5500;
fax: 599-9-461-5004

Mike Moriarty,
Supervising Examiner,
New York Insurance Department,
25 Beaver St.,

New York, N.Y. 10004;
212-480-5127

Ana Lorena Broce,
Superintendent of Insurance and
Reinsurance, Ave. Ricardo Arias y
Calle 51, P.O. Box 832/1683, World
Trade Center, Panama City,
Republic 01 Panama;
507-214-7484;
fax: 507-214-7482
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CAPTIVES CAPTIVES

DOMICILE 1999 1998
Rhode Island 2 1
Singapore 52 51
South Dakota o o
Switzerland 17 14
Turks & Caicos
129* 76>
Islands
Tennessee 9 9
U.S. Virgin o 1
Islands
Virginia (o] (o]
Vermont 357 334

*Excludes credit life insurers.

CAPITAL
& SURPLUS

Minimum capital: single-
parent, $100,000; industri-
al insured, $200,000; as-
sociation, $400,000. Mini-
mum surplus: single-par-
ent, $150,000; industrial
insured, $300,000 (stock)
or $500,000 (mutual); as-
sociation, $750,000

Minimum is $400,000 Sin-
gapore ($235,520)

$100,000 capital/$100,000

surplus

1 million Swiss francs
($596,500) and 20% ot
premium for captive rein-
surers. Capital require-
ment for direct captives or
captives writing third-party
business is 10 million
Swiss francs ($6 million).
Group captives: 1 million
Swiss francs capital and
surplus of 20% of premium
for each shareholder

$100,000 for general in-
surers; $180,000 for life
insurers. Subject to review
of business plan

$750,000 for single-par-
ent, non-profit, municipali-
ty and utility district cap-
lives; $1 million for group
captives

Single-parent captives:
$50,000 (capital), $70,000
(surplus); industrial in-
sured: $75,000 (capital),
$125,000 (surplus); asso-
ciation captives: $100,000
(capital), $220,000 (sur-
plus)

Stock captives: $1 million
capital stock, $3 million
surplus. Non-stock: $4
million surplus

$250,000 for single-par-
ent; $500,000 for industri-
alinsured; $750,000 for
association captives. Ap-
proved letters of credit
can be used to meet capi-
talization requirements.
Captives organized as re-
ciprocal insurers must
maintain a minimum tree

surplus of $1 million

PREMIUM
TO SURPLUS

At discretion of

regulator

Same as capital
and surplus

None

Same as capital
and surplus

5-to-1 for cap-
lives writing up
to $5 million in
net premiums

None. Minimum
premiums:
$500,000 for
single-parent;
$1 million for
group captives

NA

None. Minimum
gross written
premiums:
$500,000 for
single-parent,
$1 million for
association

captives

None

FEES

$1,000 applica-
lion tee; $500 an-
nual license lee

$5,000 Singapore
($2,944) annual

fee

of authority

Varies annually by
market share; min-
imum of 1,000
Swiss francs

($597)

$500 license appli-
cation lee; $2,000
annual renewallee

$500 application
fee. Annual mini-
mum lee: $5,000
for single-parent;
$10,000 for group
captives. Any pre-
mium tax paid is
counted against
minimum

$1,000 application
fee; $6,000 annual
licensing lee

$500 non-refund,

able application
fee

$200 initial appli-
cation tee; $300
annual license fee

TAXES

Minimum tax of $2,500.
Direct premiums: 0.2% on
first $20 million; 0.15% on
next $20 million; 0.10% on

next $20 million of direct
premium; 0.0375% on
each dollar thereafter.

Reinsurance premiums:
1.25% on first $20 million;

0.075% on next $20 mil-

lion; 0.025% on next $20
million; 0.0125% on each

dollar thereafter

Corporate tax is 25.5%.
Captives may apply for a
10% concessionary tax
rate on their offshore in-

surance business

$500 for certificate  0.25% of premiums; mini-

mum tax is $5,000

8.5% federal tax on profit;
additional tax rates vary by
district. Stamp duly is 1 %

None

1% of gross direct written
premiums (includes out-of-
state premiums it not
taxed by another state)

Annual franchise tax of

$1,000

Premium tax 012.25% for
business written in
Virginia and out-of-state
business not taxed by an-
other state

$5,000 minimum annual
premium tax. Direct writ-
ten premiums: 0.4% on
first $20 million; 0.3% on
next $20 million; 0.2% on
next $20 million; 0.075%
on each dollar thereafter.
Reinsurance premiums:
0.225% on the first $20
million; 0.15% on next $20
million; 0.05% on next $20

million; 0.025% on each
dollar thereafter

DUat/Lea-6-i,LS-U/U/666, indy 1, LUUU / 83

AT Y AL AL 6#:2.742145.:350: 51,52 F.<*. 72,7011, {11 %

LAWS

Rhode Island Statutes: Ti-
tie 27 Insurance; Chapter
43 Captive Insurance Com-
panies

Insurance Act (Chapter
142)

Chapter 58-46; 1996

1978 Insurance Superviso-
ry Law; captive exemp-
lions introduced in early
19905

Turks & Caicos Insurance

Ordinance of 1989 and ac-

companying 1990 regula-
tions

The Tennessee Captive
Insurance Company Act,
Chapter 13, Title 56; 1978

Title 22, Virgin Islands

Code, Chapter 55, Sections
1400-1421

Chapter 11, Title 38.2;
1980

Special Insurer Act of 1981

REGULATOR

Joseph Torti,

Chief Examiner,
Department of Business Regulation-
Insurance Division, 233 Richmond St.,
Suite 233, Providence, R.1. 02903;
401-222-5446; far. 401-222-5475;
e-mail: itorti@doa.state.ri.us

Insurance Department, Financial Supervi-
sion Group, Monetary Authority of Singa-

pore, 10 Shenton Way, MAS Building,
Singapore 079117; 65-229-9440;
tax: 65-229-9694

Wendell Malsam,

Chief Examiner, South Dakota Division
of Insurance, 118 W. Capitol Ave.,
First Floor, Pierre, S.D.
57501-2000; 605-773-4359;
e-mail: wendellm@crprl.state.sd.us

Peter Pfund,

Swiss Insurance Commissioner, BVP,
Friedheim Weg 14, CH 3003, Bern,
Switzerland; 41-31-322-7906;
lax: 41-31-323-7156

Harold Wong,
Superintendent of Insurance,
P.O. Building, Front St., Grand Turk,
Turks & Caicos Islands;
649-946-2791; fax: 649-946-2821;
e-mail: Isc@tclway.tc

Bill Hosea,
Director of Financial Affairs,

Department of Commerce and Insurance,

500 James Robertson Parkway,
Nashville, Tenn. 37243-1135;
615-741-1692; lax: 615-532-2788;

e-mail bhosea@state.tn.us

Office of the Lieutenant Governor,
Division of Banking and Insurance,
18 Kongens Gade,

St. Thomas, U.S.V.1. 00802;
340-774-7166; fax: 340-774-9458

Jim Ware,

State Corporation Commission,
Bureau of Insurance, Company Licensing
and Regulatory Compliance,
Commonwealth of Virginia, P.O. Box
1157, Richmond, Va. 23218;
804-371-9801; fax: 804-371-9511;
e-mail: jware@scc.state.va.us

Leonard D. Crouse,
Director of Captive Insurance,
Vermont Department of Banking,

Insurance, Securities and Health Care Ad-

ministration, 89 Main St., Drawer 20,
Montpelier, Vt. 05620-3101;
802-828-3304; fax 802-828-3460
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IXx Captive report

B/directory of captive insurance company managers

AIG Insurance Management
Services Inc.

156 College St ,
Burlington, VVt 05401,
802-658-9405, fax 802-658-0112
www aig com
Founded 1989
Parent American International Group Inc
Direct services captive feasibility studies,
captive formation, government reporting, ac-
counting, computerized accounting, claims pro-
cessing, online access to claims data, claims re-
serves analysts, managing underwriting facilities,
actuanal studies, loss forecasting, association
captive management, rent-a-captive manage-
ment
Subcontracted services captive feasibil ty
studies, claims processing, claims reserves anal-
ysts, actuarial studies, loss forecasting
Staff 9 total, 2 professionals
Clients* 26 total captives 24 active captives,
2 inactive captives, 26 directly managed, 1 cur-
rently in formation Captive premium volume,
$259,429,875 Capital and surplus managed,
$221,269,184
Compensation annual fee, $15,000 mlit-
mum, hourly professional, $160, clerical, $50
1999 gross revenue 100% from fees charged
for captive management
Officers Paul Obolensky, president
Contact Ann W Wick, David Provost

AIG Insurance Management
Services (Gibraltar) Ltd.
57163 Line Wall Road,

P 0 Box 703, Gibraltar,
350-52-699

AIG Insurance Management
Services (Luxembourg) S.A.

11 Ave Guillaume,PO Box 615,
L-2016 Luxembourg,
352-44-3032, fax 352-44-3107

Parent American International Group Inc Founded 1994

Direct services captive feasibility studies, Parent American International Group Inc

for captive management

4 inactive captives, 195 directly managed, 5 cur-

Officers Ross Blumentritt, resident -nan:g- rently m formation Captive premium volume,
ing director/secretary, H F Christoph Blumen- $1,810,000,000 Capital and surplus managed,
tritt, director, Tricia Smith, assistant secreta-y- $1,876,000,000 No minimum size client

claims
Contact Ross Blumentritt, aberdeen @ ct-

way tc

captive formation, government reporting, ac- Direct semices captive feasibl ity studies, Alternative InSU,anCe

counting, computerized accounting, claims pro- captive formation, government reporting, ac-
cessing, online access to claims data, claims re- counting, computenzed accounting, claims pro-
serves analysis, actuarial studies, managing un- cessing, managing underwriting facilities, rein-
derwnting facilities, loss forecasting, reinsurance surance brokered for captives, reinsurance bro-
brokered for captives, reinsurance brokered to kered to captives, underwriting and ratemaking

captives, underwriting and ratemaking for cap- forcaptives, investment managemem

tives, investment management, association cap-
tive management, rent-a-captive management
Staff 1 total
Clients 1 total captive 1 active captive
Officers M,chael J Matthews, director, David
Stafford, financial controller
Contact Michael J Matthews, Paul Obolen-
sky, 212-770-5728

AIG Insurance Management
Services (Guernsey) Ltd.

Helvetia Court, Les Echelons,
P 0 Box 255, St Peter Port,
Guernsey GY1 4HV, Channel Islands,
44-148-171-6000,
fax 44-148-171-6565
Founded 1994
Parent Amencan International Group Inc
Direct services captive feasibility studies,
captive formation, government reporting, ac-
counting, computenzed accounting, claims pro-

Stall 2 total

Clients 2 total captives 1 active captive, 1 In-

Management Services Inc.

6021 S Syracuse Way, Suite 205
Englewood, Colo 80111,
303-694-9360, fax 303-694-9363
Founded 1989
Parent Catholic Health Initiatives

Direct services captive formation, govern-

active captive, 1 directly managed, 1 subcon- ment reporting, accounting, computenzed ac-

tracted, 2 currently in formation

counting, claims processing, online access to

Officers Michael J Matthews, director, claims data, claims reserves analysis, loss con-

Jacques Emsix, general manager/director

trol services, association captive managem,nt,

Contact Michael J Matthews, Paul Obolen- rent-a-captive management

sky, 212-770-5728
Subcontracts for some captive management ser-
weces with SINSER (Luxembourg) SARL

AIM Associated Insurance
Management (Ireland) Ud.
International House,

3 Harbourmaster Place, IFSC,
Dublin 1, Ireland,
353-1-670-0677,
fax 353-1-670-0688
Founded 1989
Parent AXA Colonta Versicherung A G
Direct services captive feasibility studies,

Staff 9 total, 5 professionals

Clients 2 total captives 2 active captives, 2 di-
rectly managed Captive premium volu ne,
$3,000,000 Capital and surplus managed,
$18,000,000 No minimum size client

Compensation annual fee, $10,000 wint-
mum, hourly professional, $150, clerical, $5C

1999 gross revenue $800,000 25% from
lees charged for captive management, 75% from
other services

Officers Richard A Johnson, president/CEO,
Geraldine Hoyler, treasurer John Dicola, secretaty

Contact Richard A Johnson, dickjohnson
@chi-national org

'Manages 23 captives m Vermont, two captives m cessing, managing underwriting facilities, rem. captive formation, government reporting, com- Aon Insurance Managers
surance brokered for captives, remsurance bro- putenzed accounting, accounting, claims pro-
kered to captives, underwriting and ratemaking cessing, online access to claims data, claims re-

Hawaii and one in Bermuda The captive premidm
volume for Vermont is $251,238,348

AIG Insurance Management
Services (Barbados) Ud.

Aico Building, Cheapside,
Bridgetown, Barbados,
246-436-4771, fax 246-427-5809
Founded 1985
Parent American International Group Inc
Direct services captive formation, govern-
ment reporting, accounting, computerized ac-

counting, claims processing, online access to

for captives, investment management

serves analysis, loss control services, loss fore-

Subcontracted services captive forma-lon casting, reinsurance brokered for ciptives, rein-
government reporting, computenzed accounting surance brokered to captives, underwnting and

claims processing

ratemaking for captives, Investment manage-

Officers Michael J Matthews, managing di. ment, tax advice, legal advice

rector, David Stafford, financial controller

Charles Allen, director

Staff 1 total, 1 professional
Clients 1 total captive 1 active captive, 1 dI-

Contact Michael J Matthews, Paul Obolen. rectly managed Captive premium volume,
0,000

sky, 212-770-5728
Subcontracts for some captive management ser-
vices with Pnsm Insurance Management

claims data, claims reserves analysis, loss con. Alll Insurance Management
trol services, investment management, associa- Services (Ireland) Ltd.

tion captive management, rent-a-captive man-
agement

Staff 3 total

Clients 4 total captives 4 active captives Cap-
tive premium volume, $70,000,000

Compensation annual fee, $25,000 mini-
mum, hourly professional, $100 to $130, den-
cal, $50 to $75

1999 gross revenue 100% from fees charged
for captive management

Officers James Bohan, acting president, L M
Murphy, Paul Obolensky, directors

Contact James Bohan, David Conway, 441-
298-5300

AIG Insurance Management
Services (Bermuda) Ltd.

American international Building,
29 Richmond Road
Pembroke HM 08, Bermuda,
441-298-5300, fax 441-292-6735
Founded 1947
Parent American International Group Inc
Direct services captive feasibility studies,
captive formation, government reporting, ac-
counting, computenzed accounting, claims pro-
cessing, online access to claims data, claims re-
serves analysis, loss control services, actuanal
studes, loss forecasting, underwming and
ratemaking for captives, investment manage-
ment, association captive management, rert-a-
captive management

Subcontracted services actuarial studies

Stall- 8 total, 3 professionals

AIG Centre, N Wall Quay,
Dublin 1, Ireland,
353-1-672- 0202,
fax 353-1-672-0288
Founded 1989
Parent Amencan international Group Inc
Direct services captive feasibility studies,
captive formation, government reporting, ac-
counting, computerized accounting, claims pro-
cessing, online access to claims data, claims re-

$2,70
Compensation annual fee

(Antilles) N.V.

Tamson Building, Prof
Kernkampweg, M 370-C
Curacao, Netherlands Anti lies,
599-9-736-9294,
fax 599-9-736-9350
Founded 1995
Parent Aon Corp
Direct services captive formation, gonrn-
ment reporting, accounting, computerized ac-

counting, claims processing, claims rese-ves

1999 gross revenue 100% from fees charged analysis, loss control Services, managing under-

for captive management

wnting facilities, tax advice, rent-a-captive man-

Officers Michael Doering, managing direc- agement

tor (until July 31), Paul Moraghai (managing
director after July 31), Richard Kelly, directors

ARS Management
85 Prim Road, P 0 Box 545,
Colchester, Vt 05446,
802-860-1958, fax 802-863-2198
www captive com/servicehrsindex html
Founded 1995
Parent Winterthur International

Direct services captive feasibility studies,

serves analysis, managing underwriting faci,ittes, captive formation, government reporting, ac-
actuanal studies, loss forecasting, reinsurance counting. computerized accounting. claims pro-
brokered for captives, reinsurance brokered to cessing, claims reserves analysis, actuanal stud-
captives, underwriting and ratemaking for cap- tes. loss forecasting, underwriting and ratemak-
tives, investment management, association cap- ing for captives

tive management, rent-a-captive management
Staff 10 total, 9 professionals

Staff 9 total, 7 professionals
Clients 9 total captives 8 active captives, 1 In-

Clients 15 total captives 10 active captives, 5 active captive, 9 directly managed, 3 currently m

inactive captives
Compensation annual fee, hourly

formation Captive premium volume,
$86,000,000 Capital and surplus managed,

Olficers Michael J Matthews, managing d - $1,269,000,000 No minimum size client

rector, David Stafford, financial controller
Contact Michael J Matthews, Paul Obolen-
sky, 212-770-5728

AIG Insurance Management
Services (Isle of Man) Ltd.

loma House, Prospect Hill,
Douglas, Isle of Man,
44-162-468-1230,
fax 44-162-468-1399
Founded 1994
Parent American International Group Inc
Direct services captive feasibility studies,
captive formation, government reporting, com-

Clients 21 total captives 16 active captives, 5 putenzed accounting, claims processing, actuan-
inactive captives, 21 directly managed Captive al studies, loss forecasting, reinsurance brckered
premium volume, $96,000,000 Capital and sur- for captives, reinsurance brokered to caftives, captive formation, government reporting, ac- Direct sennces captive feasibllit, st,dies,
plus managed, $163,500,000 No minimum size underwriting and ratemaking for captives, invest- counting, computerized accounting. claims pro- captive formation, government reporting, ac-

client

Compensation annual fee, $25,000 mini-

ment management

Subcontracted services captive formation, ing, reinsurance brokered for captives, reinsur- cessing, online access to claims data, claims re_

Compensation annual fee,

1999 gross revenue 90% frorr fees charged
for captive management, 10% from other ser-

Officers J Brady Young, president, Brent
Clark, vp, Kathryn A Westover, COO

Contact Kathryn A Westover

Aberdeen Insurance Managers
guilcs & Caicos) Ltd.
Aberdeen House, Barracks Hill,
Palmgrove Drive, P 0 Box 169,

Grand Turk, Turks & Caicos Islands,
649-946-2670, fax 649-546-2856

Founded 1989

Direct services captive feasibility studies,

cessing, claims reserves analysts, loss forecast-

Staff 2 total, 1 professional

Clients 7 total captives 7 active captrves, 7 di-
rectly managed Captive premium volime,
$4,000,000 Capital and surplus manaJed,
$10,000,000 No minimum size client

Contact Rudy Maasdamme, managing d xec-

tor

Aon Insurance Managers
(Bari,a[los) Ltd.

1 Financial Place,
Lower Collymore Rock,
St Michael, Barbados,
246-436-4895, fax 246-436-9016
Founded 1984
Parent Aon Corp
Direct services captive formation, goern-
ment reporting, accounting, computerizec ac-
counting, claims processing, investment nan-
agement, association captive management
Staff 13 total, 7 professionals

Compensation annual fee, hourly

Officers Alan Cossar, executive director,
Philip Barnes, managing director, Rochelle Si-
mons, senior vp

Contact Philip Barnes

Aon Insurance Managers
(Cayman) Ltd.

Anderson Square,
Third Floor, P 0 Box 1125,
George Town, Grand Cayman,
Cayman Islands, BWI,
345-945-2888, fax 345-945-2889
Founded 1986
Parent Aon Corp
Direct services captive feasibility studies,
captive formation, government reporting, ac-
counting, computerized accounting, claims re-
serves analysis, association captive manage-
ment, rent-a-captive management
Subcontracted services claims processing
Stafl 7 total, 3 professionals
Clients 28 total captives 28 active captives,
28 directly managed, 5 currently in formation
Captive premium volume, $198,000,000 Capital
and surplus managed, $162,000,000 No mint-
mum size client
Compensation annual fee
Officers Peter Jones, managing director, Dan
Maclean, assistant vp
Contact Peter Jones

Aon Insurance Managers
(Dublin) Ltd.

22 Upper Fitzwilliam St
Dublin 2, Ireland,
353-1-6762911, fax 353-1-6762744
Founded 1990
Parent Aon Corp
Direct Services captive feasibility studies,
captive formation, government reporting, ac-
counting, computerized accounting, claims pro-
cessing, online access to claims data, claims re-
serves analysis, managing underwriting facilities,
loss forecasting, underwnting and ratemaking for
captives, investment management*, association
captive management
Subcontracted services claims processing,
claims reserves analysts, loss control services,
managing underwriting facilities, actuarial stud-
les, loss forecasting, reinsurance brokered for
captives, remsurance brokered to captives, un-
derwriting and ratemaking for captives, invest-
ment management*, tax advice, legal advice
Staff 16 total, 9 professionals
Clients 22 total captives 21 active captives, 1
Inactive captive, 22 directly managed, 3 currently
In formation Captive premium volume,
$787,000,000 Capital and surplus managed,
$328,000,000
Compensation annual fee, hourly
Officers Eamon O'Brien, managing director,
Ann Finn, director, Alain Dufraisse, client services
director
Contact Eamon O'Brien

' Basic deposits only

Aon Insurance Managers

Clients 25 total captives 25 active capt ves, (Guernsey) Ltd.

25 directly managed, 3 currently in formation
Captive premium volume, $138,000,000 Capital
and surplus managed, $407,000,000 No mini-
mum s[ze client

Compensation annual fee, hourly

Officers Ronald Jones, deputy chairman Vin-
ston Hampden, managing director

Contact Vinston Hampden

Aon Insurance Managers
(Bermuda) Ltd.
Craig Appin House, 8 Wesley St ,
Hamilton HM 11, Bermuda,
441-295-2220, fax 441-292-491)
Founded 1965

Parent Aon Corp

counting, computerized accounting, claims pro-

Matson Trinity, Tnnity Square,
P 0 Box 33, St Peter Port,
Guernsey, GY1 4AT, Channel Islands,
44-148-170-7909, fax 44-148-171-0551
Founded 1977
Parent Aon Corp
Direct services captive feasibility studies,
captive formation, government reporting, ac-
counting, computerized accounting, claims pro-
cessing, online access to claims data, claims re-
serves analysis, managing underwriting facilities,
loss forecasting, reinsurance brokered for cap-
tives, underwnting and ratemaking for captives,
association captive management, rent-a-captive
management
Subcontracted services loss control services,
actuanal studies, reinsurance brokered to cap-
tives, investment management, tax advice, legal

advice

Staff 43 total, 8 professionals

mum, hourly professional, $115 to $150, den- government reporting, computerized accounting, alice brokered to captives, underwriting and serves analysis, loss control services, maneging Clients 88 total captives 82 active captives, 6
ratemaking for captives, Investment manage- underwriting facilities, actuarial studies. loss inactive captives, 88 directly managed, 5 current-
forecasting, reinsurance brokered for captives, ly in formation Captive premium volume,
reinsurance brokered to captives, underanting $504,000,000 Capital and surplus managed,

cal, $55 to $80
Officers JCH Johnson, pres,denUCEO-
American International Co Ltd, P Obolensky,

claims processing
Clients 1 total captive 1 active captive
Officers Michael J Matthews, Colin Bowen,

president, AlG Insurance Management Services, directors, Dawd Stafford, financial controller

can International Co Ltd

Contact David Conway, vp, david conway

@aig corn

sky, 212-770-5728

Subcontracts for some captive management ser-

vices with Isle of Man Insurance Management Ltd

ment

Stall 3 total, 1 professional

Clients 7 total captives 7 active captives, 7 di- and ratemaking forcaptives, Investment matage- $766,000,000 No minimum size client
L M Murphy, senior vp/general counsel, Arlen- Contact Michael J Matthews, Paul Obolen. rectly managed, 1 currently m formation No min- ment, association captive management, rent-a- Omcers Clive James, managing director, Ric

imum size client
Compensation annual fee, $6,000 minimum
1999 gross revenue. 100% from fees charged

captive management
Stall: 75 total, 37 professionals
Clients 195 total Captives 191 active caftives,

Gale, Graham Powell, directors
Contact Clive James

Continued on page 62
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Aon Insurance Managers

(Isle of Man) Ltd.

Jubilee Buildings,

Victoria St, Third Floor,
Douglas IM1 2LR, Isle of Man
44-162-468-9400,

fax 44-162-461-7441
Founded 1985

Parent Aon Corp

« Captive report

Founded 1994

Parent Aon Corp

Direct services captive tpasitility studies
captive krmation, accounting con-puterized ac
counting claims prosessing onlne access tc
claims data, claims reserves dnalysis, loss fore
casting

Clients 2 totalcapt ves 2 a-tive captives, 2 di
rectly ma-laged No minimum size client

Compensation anr ual fee, -iourl/

Contact Clive James, Aor Ins_Irance Man

Direct services captive feasibility studies, agers (Guernsey) Ltd

captive formation, government reporting as-
counting computerized accounting claims po-
cessing online access to claims data claims re-
serves analysis loss forecasting reinsuran:e
brokered for captives reinsurance brokered to
captives underwriting and ratemaking for cao
tives investment management association cap-
tive management

Subcontracted services actuarial studies
loss forecasting

Staff 23 total 10 professionals

Aon Insurance Managers
(Luxembourg] S.A.
283 Route D'Aron
Strassen, 8011 Luxerrbou 8
352-31-7171 fax 352 31-7174
Founded 1994
Parent Aon Coip
Direct services captive :asibility studies
captive formation accountingi coff puterized ac

Clients 21 total captives 21 active captives counting claims processinc cia ms reserves

21 directly managed 6 currently in formaticn analysis, remsurance brokered for captives un
Captive premium volume $176,000000 Capi-al derwriting and ratemaking forcaptives

and surplus managed 5477 000,000 No mini-

num size client

Staff 4 total 3 professional,
Clients 11 totalceptives 11 active captives

Founded 1935
Parent Aon Jorp

Direct services captive formatior, govern-

Foundel 1987

Parent Aon Corp

Direct services captive feasibility studies, i

ment Brorlinc accountirg, comput:rized ac- captive fcrmation, government reporting ac-
counting, Gains process ng, claills reserves counting, Investment management

analysis, loss forecasting
Stall total, 1 professioial

Staff 3 total, 3 professionals

Clients 2 total captives 2 active Laptives 2 dlI-

Clients 2 total captives 2 active cap-lves,2 di- rectly maraged, 3 currently in formation Captive
rectly n anaged Captive premium vclume, p emium jolume $7000000 Capital and sur-
$4 OOC,COO Capital and surplus -nanaged p us man.ged $15 000,000 No minimum size

519 003 100

Contact Paul Kabel

Aon Insurance Managers
(Paiama) S.A.

Th rd Ave, 77th St P 0 Box 37-1990,
Sal Francisco Zone 7 Panama,
507-270-3411 fax 507-270-:424
Founded 1996
Parenl Ain Zorp
Direct services captive feasibilit/ studies
captivE tormation, government repcrting ac-
counting, ¢ ains processing reinsuranc: bro-
kered for captives investrrent management, tax
advice legal advice rent-acaptive maragement
Sub:ontracled services captwe feasibility

studie:, livestment management, tax adv ce, le-

Compensation annual fee, commissiors, 11 directly managed Captive oremium volume gal aduc:

hcurly

$44,000000 Capital and S irplus managed

Officers Geoff Hunt managing director Dun- 599 000,)00

can Donald, director-financial services, Daild
Newman director-insurance services

Contact Geoff Hunt

Aon Insurance Managers
(Jersey) Ltd.
Le Gallais Chambers, 54 Bath St,

St Heller Jersey, Channel Islands,
44-148-170-7909, fax 44-148-172-0235

Compensation annual tee, hourly
Contact Lambert Echroed€ , Infnaging direc

tor

Aon Insurance Managers
(Nederland)
16 Marconistraat,Rotterdan

3029 AK, Netherlands,
31-10-448-8830, fax 31-10-477-7059

Staft 2 total 2 professionals
Corpensatiln annual fee hourlv
Omeers Louis Ducruet, presideit Zarlos

Montero managing director
Contact Lotls Ducruet

Aon Insurance Managers
(Singapore) Pte. Ltd.
50 Faftles Place, Suite 32-00,

048623 Singapore,
65-221-8222, fax 65-338-9880

Meacewav comiLWL_iman ns. Miciosor, infeine. tx[.iore.
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client

Compensation annual fee
Officers Mike Parrish managing director,
C anssa Teo client services director

Contact Mike Parrish

Aon Insurance Managers
(USA) Inc.

201 Merchant St,
Hono ulu, Hawaii 96813
808-540-4315, fax 808-540-4301
Founded 1994
Parent Aon Corp
Direct services captive feasibility studies,
captive tcrmation government reporting, ac-
counting computerized accounting actuanal
rudies loss forecasting remsurance brokeied
for captiv:s, reinsurance brokered to captives,
association captive management, rent-a-captive
management
Staff 1 total, 1 professional
Clients 6 total captives 6 active captives 6 01-
rectly mara{Jed 1 currently in formation Captive
p=emium jolume, $32,000 000 Capital and siir-
p us managed, $13,000,000 No minimum size
cient
Compeasation annual fee, hourly
Officers Marc Lapointe, managing director
J 11 M i u ra assistant mandgilig director
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Contact Marc Lapointe, 602-468-3200

Aon Insurance Managers
(USA) Inc.
346 Shelburne Road
Burlington, Vt 05401,
802-860-0444, fax 802-860-0440
www aon com
Founded 1965
Parent Aon Corp
Direct services captive feasibility studies,
(aptive fol mation government reporting ac-
counting computerized accounting claims pro-
cessing online access to claims data managing
underwriting facilities reinsurance brokered for
captives reinsurance brokered to captives un-
derwriting and ratemaking for captives associa-
tion captive management, rent-a-captive man-
egement
Subcontracted services claims reserves anal-
ysis loss control services actuarial studies, loss
forecasting investment management tax advice,
legal advice
Staff 15 total 10 professionals
Clients* 56 total captives 56 active captives,
56 directly managed, 4 currently in formation
Captive premium volume, $496 000 000- Cam-
tdl and surplus managed $563 000,000 No min-
imum size client
Compensation annual fee hourly
Officers W Scott Frazier executive director,
James Mijrray, managing director Beth Albright
Contact James Murray
' Manages 53 captives m Vermont witti a premi
lim vollinw of $483 832,505 Also operates two cap-

oves m Delawale and one in Colorado with an aggre
oate plemiuln volume of $12 167 495

Continued on page 64

Directoryterms
explained

The annual Business /nsurance directo

ry of captive managers lists companies
that manage captive insurance compa-
nies, either directly or through subcon-
tracts

The directory is published as an editon-
al service there is no charge to be in-
cluded To be listed, companies are re-
quired to complete a B/questionnaire

To identify the organizations managing
captives in a particular domicile, refer to
the geographical index that follows the di-
rectory The index lists the companies that
provide captive management services, el-
ther directly or through subcontracts, in
each domicile This index will also be avail-
able on the Web at www buslnessinsur-
ance com under 'Directories "

Each listing begins with the company's
name, address, telephone and fax
numbers In addition, the year founded
and parent company are listed

Listed next are the direct and subcon-
tracted captive management services the
company provides Staff information is re-
ported on a full-time equivalent basis for
year-end 1999 and includes the total num-
ber of staff members and the number of
professional staff members Involved in
captive management services

The clients section includes the num-
ber of active and inactive captives man-
aged at year-end 1999, the number of
captives that are directly managed vs
those subcontracted, and the number of
captives in formation The total gross pre-
mium volume and the capital and surplus
of captives managed in 1999 also are pro-
vided The minimum premium volume re-
quirement for a dient is induded as well

The section on compensation details
how the company bills for services "Com-
missions ' refers to funds generated
through reinsurance brokerage 1999
gross revenues are also included, and a
breakout of 1999 gross revenues indicates
the percentage of total revenue generated
from fees charged for captive manage-
ment, commissions charged for insurance
and/or reinsurance brokered and other
services the company provides

Names and titles of the company s prin-
clpal officers and a contact for readers
seeking addmonal information complete
each listing

Although every effort is made to publish
complete and accurate Information 8/ is

unable to verify all info,mation received
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Continued from page 62 Contact Bill Morgan, managing director

Aon Insurance Managers
(Vancouver}
900 Howe St, Box 3228,
Vancouver, British Columbia V68 3X8,
604-683-2561, fax 604-643-5235
www captive com/service/aon

Atlantic Security Ud.

Windsor Place, 18 Queen St ,
Hamilton, Bermuda,
441-295-5425, fax 441-295-5444
Founded 1974
Parent ASL Holdings Ltd
Direct services captive feasibility studies
Parent Aon Corp captive formation, government reporting, ac
Direct services captive feasibility studies, counting, computerized accounting, claims pro
captive formation, government reporting, ac- cessing, claims reserves analysts, reinsurance
counting, computerized accountlrg, claims pro- brokered for captives, reinsurance brokered to
cessing, claims reserves analysis captives, underwriting and ratemalang for cap-
Subcontracted services loss control services, tives, association captive management, rent-a-

Founded 1988

actuanal studies, loss forecasting, remsurance captive management

brokered for captives, underwriting and ratemak- Staff 12 total, 5 professionals

ing for captives Clients 44 total captives 43 directly managed.
Stall 3 total, 2 professionals 1 subcontracted Captive premium volume,
Clients 11 totalcaptives 11 active captwes, $155,000,000 Capital and surplus managed,

11 directly managed Captive pre-nlum volume, $90,000,000 No minimum size client

Officers Hal Forkust;, chairman, Colin James, kered to captives, underwnting and ratemaking

president, Richard Witwwski, sento- vp
Contact Colin James

for captives, investment management, associa-
hon captive management, rent-a-captive man-

*Subcontracts for come captive management agement

services with Cayede Insurance Management
L'd

BF&M Management Ltd.
P 0 Box HM 1007,
Hamilton, HM DX, Bermuda,
441-292-6396, 'ax 441-292-8682
www bfm bm
Founded 1969
Parent BF&M Ltl
Direct services captive formation, govern-
ment reporting, accointing, computerized ac-

Subcontracted services captive feasitility
studies, online access to claims data, loss con-
trol services, actuanal studies, loss forecasting,
tax advice, legal advice

Staff 9 total, 4 professionals

Clients 27 total captives 26 active captives, 1

Berkley Risk Services
of Vermont Inc.

1775 Williston Road,
South Burlington, Vt 05403,
802-862-7279, fax 802-862-2816
www berkleynsk com

Founded 1997

Parent W R Berkley Corp

Direct services captive feasibility studies,

inactive captive, 27 directly managed, 2 currently captive formation, government reporting, ac-
In formation Captive premium volume, counting, computerized accounting, claims pro-
$408,526,814 Capital and surplus managed, cessing, online access to claims data, claims re-
$252,886,418 No minimum size client serves analysts, loss control services, managing

Compensation annual fee, $20,000 mint- underwriting facilities, loss forecasting, reinsur-
mum, commissions, hourly ance brokered for captives, remsurance brokered

1999 gross revenue 95% from fees chargec to capt,ves, underwriting and ratemaking for cap-
for captive management, 5% from other ser- tives, investment management, association cap-

tive management
Subcontracted services actuanal studies

vices
Officers Irmgard Viera, vp, Elizabeth A C Jur
rant, manager Staff 1 total, 1 professional

Clients. 2 total cal)tives 2 active captives, 2 di-

$31,000,000 Capital and surplus managed, Compensation annual fee, $15,000 mini counting. claims Irccessing, claims reserves

atic ' ! i c )s. > It ) Beche, + Carlson Cos.
$24,000,000 No minimum size client mum, commissions, hourly professional, $15] analysis, managing uiderwriting facilities, rein-

rectly managed, 1 currently In formation Captive
premium volume, $7,400,000 Capital and sur-

Compensation annual fee, hou -ly to $300, clencal, $75 to $125

Tired Of Hearing About What's Wrong with

At USA MCO,, we prove all that is
right We're a PPO not an HMO. We
don't restrict access; we believe in
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surance brokered fy captives, reinsurance bro-

Managed Care?

We don't do red tape. We don't leave ,
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~ feelslighted.And you'll be surprised, we cost
less tban tbe networks wbo do.
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health and workers' compen- 2
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ment any plan and
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.M\ att
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1-800=LISA-0820

84 Pine St, 600 Financial Plaza,
P 0 Box 5599,
Burlington, Vt 05401,
802-658-7831, fax 802-658-7843
www amre com
Founded 1982
Parent American Re-Insurance Co
Direct services captive feasibility studies,
captive formation, government reporting, ac-
counting, computerized accounting, loss control
services, actuanal studies, loss forecasting, rein-
surance brokered for captives, underwriting and
ratemaking for captives, investment manage-

ment

Staff 3 total, 2 professionals

plus managed, $6,250,000 No minimum size
dient
Compensation annual fee, $25,000 mini-
Contact Jeffrey S Kenneson, assistant vp,
ikenneson@bertdeyrisk com

Bott & Associates Ud.

Armoury Building, 37 Reid St,

P 0 Box HM 1087,

Hamilton, HM EX, Bermuda,

441-292-6564, fax 441-292-5796
Founded 1979

Direct services captive feambility studies,

Clients 7 total captlves 7 active captives, 7 di captive formation, government reporting, ac-
rectly managed Captive premium volume, counting, computerized accounting, claims pro-
$337,867,262 Capital and surplus managed, cessing, claims reserves analysis, managing un-

$68,717,362 No minimum size client
Compensation annual fee

derwnting facilities, reinsurance brokered for
captives, reinsurance brokered to captives, un-

Officers Gregory K Myers, president/CEO, derwriting and ratemaking for captlves, associa-
Robert L Glicksteen, senior vp/CFO, Robert W tion captive management, rent-a-captive man-

Hessel, senior vp

agement
Staff 6 total, 3 professionals

Becher + Carlson Management Ltd. Clients 10 total captwes 8 active captives, 2

25 Church St ,PO Box HM 2461,
Hamilton, HM JX, Bermuda,
441-295-0519, fax 441-295-0933
www amre com
Founded 1981

Parent American Re-Insurance Co

inactive captives, 10 directly managed, 3 current-
ly in formation No minimum size client
Compensation annual fee, $12,000 mini-
mum, commissions
1999 gross revenue 50% from fees charged
for captive management, 45% from commis-
sions charged for brokering insurance and/or

Direct services' captive feasibility studies, rensurance, 5% from otherservices

captive formation, government reporting, ac-

Officers Michael F Bott, president, Roy V

counting, computerized accounting, claims re- Bray, executive vp

serves analysts, actuanal studies, loss forecast-
ing, reinsurance brokered for captives, reinsur-

Contact Roy V Bray

ance brokered to captives, association captive Britannia Insurance Management

management, rent-a-captive management

Stafl 9 total, 5 professionals

Clients 17 total captives 13 active captibes, 4
inactive captwes, 17 directly managed Captive
premium volume, $147,500,000 Capital anj
surplus managed, $399,000,000 No minimum
size client

Compensation annual fee, hourly

Officers Robin Mehta, senior vp/general man-
ager, Krystalle Tobin, Francis Tonge, vps

Contact Pam Brooskin, 818-5984250

Becher + Carlson Risk
Management Inc.

Pacific Tower, 1001 Bishop St,
Suite 2788,
Honolulu, Hawaii 96813,
808-521-1121, fax 808-521-1288
www amre com

Founded- 1991

Parent American Re-Insurance Co

Arect services captive feasibility studies,

captive formation, government reporting, ac-

(Cayman) Ud.

Piccadilly Centre, Elgin Ave,
P 0 Box 10139 APO,
George Town, Grand Cayman,
Cayman Islands,BWI,
345-945-7700, fax 345-945-7701
www bntannia com ky
Founded 1997
Parent Britannia Holdings Ltd
Direct services. captive feasibility studies,
captive formation, government reporting, ac-
counting, computerized accounting, claims re-
serves analysis, managing underwriting facilities,
actuanal studies, underwrittng and ratemaking
for captives, association captive management,
rent-a-captive management
Subcontracted services claims processing,
loss control services, loss forecasting, reinsur-
ance brokered for captives, reinsurance brokered
to captives, investment management, tax advice,
legal advice
Staff 2 total, 1 professional
Clients 3 total captives 3 active capt,ves, 3 di-

counting, computerized accounting, claims re- rectly managed, 2 currently m formation Captive

serves analysis, actuarial studies, loss forecast-
ing, reinsurance brokered for captives, under-
writing and ratemaking for captives associaticn
captive management

Stall 2 total, 1 professional

Clients 7 total captives 5 active captives, 2 In-
active captives, 1 currently in formation

Captive premium volume, $74,400,000 Cap-
tai and surplus managed, $55,300,000 No miri-
mum size client

Compensation annual fee

1999 gross revenue 100% from fees charged
for captive management

premium volume, $31,000,000 Capital and sur-
plus managed, $98,000,000 No minimum size
client

Compensation annual fee, hourly profession-
al, $200, clencal, $100

Contact J Terry Burke, managing director,
big_ins@candw ky

Officers Gregory Myers, pres,denVCEO, CCMSI Captive Semices Ltd.

Robert Glicksteen, senior vp/CFO, Wanda Jonj,
vp/manager

Contact Pam Brooskin, 21700 Oxnard S-,
Suite 1800, Woodland Hills, Calif 91367

Genesm Building, P O Box 1363,
George Town, Grand Cayman,
Cayman Islands, BWI,
345-949-7966, fax 345-949-8068
www ccmst com

Founded 1998

Joint (smn,=lon

An explanatton of the terms used m this Parent Cannon Cochran Management Ser- i
directory appears on page 62

wWavw L usamoe o 1- info@usomco com

vices Inc

Continued on page 66



At RIMS in San Francisco
everyone will be watching

Business Insurance’s RIMSTV.

Since 1995, Bl's expanded news coverage

of the Risk and Insurance Management

Society’s Annual Conference & Exhibition has

included televised conference reporting.
Business Insurance’s RIMSTV will be

produced in San Francisco and shown on

exclusive channels in the following conference
hotels on May 1, 2™ and 3

HOTEL TV CHANNEL
The Argent Hotel ............c..coooeeee.... ... 10
Canterbury Hotel ...................... S e iy
Clift Hotel ...................... L 6
Crowne Plaza Union Square. ............... 18
The Fairmont Hotel .........cccooeeeieiiiiii, 15
Grand Hyatt San Francisco ................. 2]
Handlery Union Square ......................... 1
Hotel Nikko San Francisco .................. 15
Mark Hopkins Inter-Continental ............ 3
Palace Hotel i ovvnnammsovsmimisan 12
The Pan Pacific ........cccceeeeennne. sawswnrini WD
The Plelwick . coomnveissnssvasssmsmsses 16
Renaissance Parc 55 ..........cccoeeveeeeen. 35
Renaissance Stanford Court Hotel......... 3

The Ritz-Carlton, San Francisco .......... 26

San Francisco Marriott ........ovvvevennnnn... 11
Sir Francis Drake ............. aenn SU——
W San FranCISC0), i s 15
The Westin St. Francis ...........ccccoeee.... .19
Look for

special monitors
at the Moscone
Convention Center

- Business RIMS ATV
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Continued from page 6A

Arect services captiva feasibility studies,
captive formation, claims Trocessing, online ac-
cess to claims data loss control services, man-
aging underwriting factlities. loss forecashng, un-
derwriting and ratemaking for captives, associa-
tion captive management, i mnsurance brokered
forcaptives

Subcontracted services. government report-
ing, accounting, claims reserves analysis, actuar-
ial studies, investment maragement, tax advice,
legal advice, rent-a-captive management

Contact )ale Fenwick, 407-80£-0234, ext
3789: d-enwmk@ccms, com McMEhor, COC, Leslie Boughner, CEO
Sbbcontracts for some captive management Col-tact Thomas R McMahoi, tromas
servces with Mutual Risk Management (Cay- mon:hon@cna bm
7 an) Ltd
Captive Resources Inc.

CNA Risk Services Ud. 201 E Commerce Drive,

Scha.m,urg, 111 60173,
8.:7-,11-1400, fax 847-781-1455

www caotiveresources com

Cortine-*al Building, 25 Church St ,
P 0 Bo< HM 824,

Hanilton HM CX, Bermuda;

- YE..ry. -n

Officers Do-ig May, chairman Thomas R ment, tax advice, legal advice

Stall 51 total, 44 professionals

Clients: 23 total captives 23 active capiwes,
23 subccentracted, 5 currently in formatiow Cap-
tive premum volume, $250,000,000

Compeisation. annual fee

1999 gross revenue. 90% from fees c iarged
for captive management, 5% from comir ssions
charged for brokering insurance and/or Misur-
ance, 5% rom other services

Ca¥side Insurance
Management Ud.

Bank of America Budding, Fort St,
P 0 Box 2322,
George Town, Grand Cayman,
Cayman Islands,BWI;
345-949-8184, fax 345-949-7228
Founded- 1984
Direct services. captive feasibility studies,

441-295-6015, fax' 441-295-1702
Founded: 1380

Founded. 1981

Officers- George Rusu, president, Miciael J captive formation, government reporting, ac-
Kilbane, e cecutive vp/CFO, Jennifer Beard exec- counting, computerized accounting, claims pro-

Pap.nt: Vlitai Risk Managemenl Ltd

utive vp-oierations

cessing, claims reserves analysis, managing un-

Stall- 5 total, 2 Trofessionals
Clients: 4 total :aptives 4 active captives, 4

Parent. CNA Financial Corp Direct services- capt,ve feasibi ity sudes,

Diect senices: captive feasibility studies, captive fo,nalcn, governmentreportino, claims

Contact. George Rusu, grusu@c,iptive- derwriting facilities, association captive manage-

resources com ment, rent-a-captive management

subcontracted, 3 currently In formation Captive caftive form:tion, government reporting, ac- reserves anal,ss, managing underrntin faa,i- Subcon racts forsome captive managenertser- Subcontracted services. actuarial studies,
premium volume, $5,000,0)0 No minimum size counti,g, con- putenzed accounting, claims pro- ties, reinsiraica brokered for captries reinsur- vices with,(ensington Management Group

client

Compensation annual fee, $25,000 mini-
mum, commissions

1999 gross revenue- $1,200,000 100% from
fees charged for caotive maiagement

ing officer, Rodney Golden, senior vp/COO

1718,

s . -

cessm J, claim: resBrves analysis, actuanal stud- ance iroliered to captives, unde-#ritirq and
ms, 10:s forecastirg, association captive man- ratemakirg br captives, Investmelt nanag:-
ment, associdion caotive managerrent, ent-a-

agemen-, rent-a-captive management
Stat 6 tota, 4 p-ofessionals
Clients 11 -otal captives 10 active captives, 1

captive malagement

Compensat,on. annual fee, commissions
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Reduce costs and increase

Subcontracted services- account ng, ccmplt-
Oflicers: G Brjan Thomas, presidenUCEOQ, inactive captive, 11 directly managed No mmi- enzed acc:,urbr g, claims processirg cnfne ac-
Steven Luebbert, executive Ep/corporate market- mum size client cess b claimE data, loss control serv\Ges, dctuar-

lai studies loss 'orecasting, InvestmEnt manage-

A gBographical listing of captive
managers can be found on page
79 and on Busmess insurance's Web

site, www buslnessinsurance com

loss forecasting, reinsurance brokered for cap-
tives, reinsurance brokered to captives, under-
writing and ratemaking for captives, investment
management, tax advice, legal advice

Stalf 3 total, 2 professionals

Clients 20 total captives 20 active captives
Captive premium volume, $70,000,000* No

minimum size client

- Compensation. annual fee, hourly

>f

quality of care with CONCENTRA ~
Visit Us at RIMS, Booth 426
. . J .ilh
11]i-6-2* 2 & = Sstean
..*64'S .9

CONCENTRA
MANAGED CARE, INC

312 Union Wharl « Boston, MA 02109 « Phone: (617) 367-2163
Fax: (617) 367-8519 « Web: www.concentramc.com

1999 gross revenue: 100% from fees charged
for captive management

Contact John E Smith, cayside@candw ky

*Estimated

Chandler Insurance
Management Ud.

Anderson Square, Fifth Floor,
P 0 Box 1854,
Grand Cayman,
Cayman Islands ,BWI,
345-949-8177, fax 345-949-8376
www chandlennsurance com
Founded. 1990
Parent- Chandler Insurance Co Ltd
Direct semces- captive feasibility studies,
captive formation, government reporting, ac-
counting, computenzed accounting, rensurance
brokered for captives, reinsurance brokered to
captives, association captive management, rent-
a-captive management
Stall. 4 total, 2 professionals
Clients. 10 total captives 8 active captives, 2
inactive captives, 10 directly managed, 1 current-
ly in formation Captive premium volume,
$36,685,000 Capital and surplus managed,
$105,937,000 Minimum size client, $500,000
Officers. W Brent Lagere, chairman/director,
Steven R Butler, director
Contact- Steven R Butler, s butler@candw ls,

Channel Island Insurance
Consultants Ltd.

26 Cornet St,
St Peter Port, Guernsey GY1 1 LF,
Channel Islands,
44-148-171-0336,
fax 44-148-171-0696
Founded 1982
Directservices: capt,ve feasibility studies, captive
wrmation, government reporting, accounbng, com-
putenzed accounting, claims processing, online ac-
cess to claims data, claims reserves analysis, loss
control services, actuanal studies, loss forecashng,
rent-a-capt,ve management, reinsurance brokered
for capt,ves, underwnt,ng and ratemaking for cap-
trves, investment management; tax advice
Stall. 6 total, 3 professionals
Clients- 14 total captives 13 active captives, 1
inactive captive, 14 directly managed
Compensation: annual fee, hourly
1999 gross revenue: 100% from fees charged
for captive management
Omcers. Timothy A Spafford, Michael J Sav-
age, Tracey N Turberville
Contact. Timothy A Spafford, tspafford@citc-
guernsey net

Coleman Williams Risk

Management Ud.

ICB Building, Roebuck St ,
Bridgetown, Barbados,
246-427-3362, fax 246-426-0426
Founded: 1999
Direct sen,lces: captive formation, govern-
ment reporting, accounting, computenzed ac-
counting, claims processing
Stall. 1 total, 1 professional
Clients. 4 total captives 2 active captives, 2 In-
active captives, 4 directly managed No minimum
size client
Compensation. annual fee, hourly
1999 gross revenue: 100% from fees charged
for captive management
Ofticers: Rona Williams, general manager

Commonwealth Risk
Management Inc.
P 0 Box 834,
Montpeller, Vt 05601,

802-229-5000, fax 802-229-5000
Founded- 1987

Continued on page 68



In what seems like
no time at all, the world
has become at once
smaller, faster, and ever
more complex.

The conduct of

business has moved

DD

VWVWORLD SET

SMALLER,

OR VWVHAT 2

abruptly from Main Street

to the world stage.

National economies all over

the world have suddenly

b e=ecCcC o rQ~Nrne

And the all-pervasive

Internet has created at

last the global village.
WVith it
presented with opportu-
nities that could never
have been anticipated and,
of course, challenges
we've never faced before.

Enter Summit

Global Partners, Inc.

all, we're
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Having started out just a few fast years ago, Summit Global Partners has eme#rged as one of America's 25

largest insu*ranee brokerage, risk management and benefits consulting firms. We'Te a new breed of organization,

uniquely suited to address the challenges and opportunities of today's world: lean, agile, unencumbered by

bureaucracy, and enabled by technology.

Our focus is on high-growth companies, industry specialization and international

., -1,1,- markets. Our commitment is to superior client service and cost-effectiveness. We are a real
- --1 alternative to the «megabrokers."

SUMMIT

SLOBAL
PARTNERS

us at 1-800-494-9418 or visit our Website at www.sgp.net.

Get to know Summit Global Partners.

SOLUTIONS FOR THE VWWWORLD VWE

©1999 Summit Global Partners

LIV E

With offices throughout the US. and resources worldwide, we invite you to call

INd .
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Continued from page 66

Direct sennces. captive feambility studies,
captive formation, government reporting, ac-
counting, computenzed accounting, cia ms pro-
cessing, claims reserves analysts, loss control
services, actuanal studies, loss forecasting, rein-
surance brokered for captives, reinsurance bro-
kered to captives, underwrmng and ratemaking
forcaptives, Investment management, tax advice,
legal advice

Statt: 5 total, 3 professionals

Compensation. annual fee, commissions,
hourly professional, $75 to $135, clencal, $40

Officers: Peter D Sanger, president, Judith A
Sanger, vp/secretary

Contact: Peter D Sanger, psangercmnwith@

cs com

Crusader International
Management (Cayman) Ltd.

Crusader House, 102 Mary St ,
George Town, Grand Cayman,
Cayman Islands, BWI,
345-949-1599, fax 345-949-0520
Founded- 1993
Direct services: captive feasibility studies,
captive formation, government reportng, ac-
counting, computerized

captive management, rent-a-captive rranage-

ment

Subcontracted services- online access to
claims data, claims reserves analysis, actuanal
studies, loss forecasting, reinsurance brokered
foreaptives

Stall. 10 total, 8 professionals

Clients. 7 total captives 7 active captives, 7 di-
rectly managed, 1 currently m formation Captive
premium volume, $21,000,000 Capital and sur-
plus managed, $9,500,000 No minimum size
dient

Compensation. annual fee, $30,000 mini-
mum, hourly professional, $250, clencal, $125

Omcers. lan Kilpatrick president, Gavin Fog-
gon, financial controller, Fiona Moseley, senior
account administrator

@

Eaglehurst Insurance
Management Ud.

20-26 Peel Road, P 0 Box 16,
Douglas, IM991AP Isle of Man,
44-162-467-3811,
fax 44-162-462-9983
Founded' 1986
Parent: Pannell Kerr Forster
Direct services: captive feasibility st,Klies,
captive formation, government reporting, ac-
counting, computerized accounting, claims pro-
cessing, claims reserves analysis, investment
management, tax advice, legal advice, associa-
tion captive management, rent-a-captive man-
agement
Stall- 3 total, 3 professionals
Clients- 2 total captives 2 active captives, 2 di-
rectly managed, 2 currently m formation Captive
premium volume, $604,000 Capgaland surplus
managed, $6,720,000 No minimum size client
Compensation. hourly professional, $90 to
$360, clencal, $52
1999 gross revenue- $75,000 100% from
fees charged for captive management
Omcers: Isobel M Foster, John Scott, John H
Nugent
Contact Isobel M Foster, isobel foster@

wk pkf com

EURCO A.G.

Neugasse 6,
Zurich 8005, Switzerland,
41-1-277-7030, fax 41-1-277-7035
Founded. 1995
Parent: DW verzekenngen N V
Direct services. captive feasibility studies,
captive formation, government reporting, ac-
counting, computerized accounting, online ac-
cess to claims data, claims reserves analysts,
loss control services, actuanal studies, loss fore-
casting, reinsurance brokered for captives, rein-
surance brokered to captives, underwriting and
ratemaking for captives, investment manage-
ment, tax advice, legal advice
Subcontracted services. claims processirg
Staff: 3 total, 3 professionals
Clients. 2 total captives 2 active captives, 2 di-
rectly managed Captive premium volume,
$27,000,000 Capital and surplus managed,
$7,000,000 Mimmum size client, $500,000
Compensation: annual fee, $25,000 mini-
mum, commissions, hourly professional, $150,
clerical, $60
1999 gross revenue $236,000 100% from
fees charged for captive management
Officers. EddyVan Cutsem, managing director

EURCO Ud.

In:€mational Hiuse,

3 Harbourmastsr Place,

[ublin 1, Irelard,

35=-1-829-0444, fax 353-1-829-0433
Founded- 1993

@

ledle,cs. mptwe 1ibility studies, FBD International Captive

cap r,e formation, Government reporting, ac-
coul Ing, computenzed accounting, claims pro-
cesm ig claims reserves analysts, managing un-
denv mig facilittes, reinsurance brokered for
cap Bes, reinsurance brokered to captives, in-
vestmerl managemeit, tax advice legal advice,
rent e-captive management

S-aff- 8 total, 8 professionals

Cients- 6 total captves 6 active,-aptives, 6 di-

$ecéy4r3\§.r153 e&a(EiFatié/ﬁ remum volume,

$476,143,888

Management Ud.

2/3 Exchange Place,
IFSC Dublin, Ireland,
353-1-670-1340,
fax 353-1-670-1342
www fbd ie
Founded- 1991
Parent. FBD Holdings PLC
Direct services: captive feasibility studiess

surplus managed, captive formation, govemm Ent reporting, acl

counting, computérized accounting, claims re-

Compensation. ainual fee, cimmissions, serves analysis, loss untrol se-vices, mvestmert

houth

management, association cap ive managemen,

1999 gross revenue 79% from fees charged for rent-a-captive management

capt,48 Tanagement, 21% from other services

Subcontracted services: claims Frocessing,

' - 95# Mail:W

accounting,association Ni.l.-fl---4--4 | Ref> ,f

'FF.40.'E. 91+

s

Ollicers- Hugo Azgn, managirg directcr, online access 'o :la ms data, Franaging under-
Carmel O'Bnen, financial controller

writing facilities, achanal studies, loss forecast-
ing, reinsurante brckered for captives, reinsur-
ance brokerec to captives, urderwrting and
ratemaking for captiws, tax advice, legal advice

Sta#.4 total 4 irdess onals

Clients. 5 to'al caftives 4 active captves, 1 n-
active captive, 5 dire:tly managed, 1 arrentli In
formation Daptie premium volume,
$253,414,631 Capi:al and surplus nanaged,
$46,896,200 Ao mirimum size client

50th State Risk Management

Services Inc.

6 Waterfront Plaza,
500 Ala Moana Blvd , Suite 405,
Honolulu, Hawaii 96813,
808-543-0439, fax 808-523-9027
Founded. 1982
Parent. American International Group Inc
Direct services- captive feasibility studies,
captive formation, government reporting, ac-

Compensation annual fee, $30,010 mini- counting, computenzed accounting, claims pro-
mum, hourly BolesE tonal, $80 to $204 clencal, cessing, online access to claims data, claims re-

$30 to $50

serves analysts, managing underwnting facilities

1999 gross revenue. $216,860 10)% from actuanal studies, loss forecasting, associatior

fees charged for capt ve management

Officers- John -1 Drosser, general nanacer,
Catherine Kerny client serv ces manager,
Michael Ryder, BCCOUIt B)CItiV&

captive management, rent-a-capive manage
ment

Subcontracted services captive feasibilit
studies, claims reserves analysis, actuanal stud-

Contact. John H F rosser, john pros: er@fbd- les, loss forecasting

ifs te

The directory begins on page 6)

Specialists in Specialty
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Staff: 5 total, 4 professionals
Clients: 6 total captives 6 active captives, 6 di-
rectly managed, 2 currently in formation Captive

Continued on next pagE
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C.UU"'s Specnalty capawl,gries cre far-reaching and our

expertise is unmatched when it comes to creating highlv customizec, stand-alone product

solutions for virtuc||y every specialty situal on As the 16th argest insurance group in the
U S CGU has »he size, financial

expertise and breadth of prcduct

Each and every per-on at CGU 3 dedicated to contiming our

capability, depth of specialized
- offerings to handle even the

heritoge or keeping the company's promises to our clients



Continued from previous page
premium volume, $5,000,000. No minimum size
client

Compensation: annual fee, hourly: profession-
al, $150; clerical, $65.

1999 gross revenue: 100% from fees charged
for captive management.

Officers: Paul Obolensky, president-AlG Insur-
ance Management Services Inc.

Contact: Earl N. Hisatomi.

FINNCAP-QOY Finnish
Captive & Risk Services Ltd.

Vattuniemenkuja 8A
Helsinki, Fin-00035, Finland;
358-10-514-5315;
fax: 358-10-514-5193
Founded: 1988.
Parent: International Risk Management
Group/Industrial Insurance Co.
Direct services: captive feasibility studies,
captive formation; government reporting; online
access to claims data; claims reserves analysis;

loss control services; underwriting and ratemak-
ing for captives.
Subcontracted services: loss control services.
Staff: 2 total, 2 professionals.
Clients: 4 total captives: 3 active captives, 1 in-
active captive. No minimum size client.
Compensation: annual fee, hourly.
Oflicers: J. Toivo a, chairman; R. Kamarainen,
deputy chairman; Derek Douglas, director.
Contact Lars Von Hertzen, managing director;
lars.hertzen@sampo.com.

®

Arthur J. Gallagher
Management Co. Ud.
P.O. Box HM 2000,
Hamilton HM HX, Bermuda;
441-292-4654; fax: 441-296-6884

www.alg.com
Founded: 1972.

c 3. ":3;6¥%jizyl.dS:r

Parent: Arthur J. Gallagher Co. Inc.

Direct services: captive feasibility studies;
captive formation; government reporting; ac-
counting; computerized accounting; managing
undenvriting facilities; loss forecasting; reinsur-
ance brokered for captives; underwriting and
ratemaking for captives; investment manage-
ment; association captive management; rent-a-
captive management.

Subcontracted services: claims processing;
or line access to claims data; claims reserves
aralys s; loss control services; actuarial studies;
ta< advice; legal advice.

Stall: 7 total, 5 professionals.

Clients: 15 total captives: 14 active captives, 1
inactive captive, 15 directly managed, 1 currently
in fo-mation. Captive premium volume,
$80.000,000. No minimum size client

Compensation: annual fee, $25,000 mini-
m.im; commissions; hourly.

Officers: David J. McManus, Alan A. McKean,
K: ren |. Dickson.

Contact: Alan A.McKean; alan_mckean@
aj@.con.

Green Mountain Captive
Management Co.

83 Washington St., P.O. Box 628,
Barre, Vt. 05641;

802-479-1046; fax: 802-479-2761

Direct services: government reporting: ac-
counting; claims processing.

Subcontracted services: captive feasibility
studies; captive formation; computerized ac-
counting; online access to claims data; claims
reserves analysis; loss control services; man-
aging underwriting facilities; actuarial studies;
loss forecasting; reinsurance brokered for
captives; reinsurance brokered to captives;
underwriting and ratemaking for captives; in-
vestment management; tax advice; legal ad-
vice.

Staft: 3 total, 2 professionals.

Officers: Richard W. Huskes Jr.; James C. Mil-
ligan.

Contact: Richard W. Huskes Jr.

We invite you to visit our
Booth #2232 at RIMS to learn more about

CGU's risk management capabilities.

largest and most complex of specialty needs. CGU's network of regional offices and specialty
professionals are renowned for the ability to deliver differentiated products, tailored claims
service and comprehensive loss control programs. It's our way of sustaining CGU's centuries-long

reputation for

keeping promises.

CcGu

IT'S NOT A PROMISE UNTIL YOU KEEP IT.SM

Guardrisk Insurance Co. Ud.

P.O. Box 62018, Marshalltown 2107,
Johannesburg, South Africa;
27-11-484-4906; fax: 27-11-484-3010
www.guardrisk.co.za
Founded: 1992.

Parent: Alexander Forbes Ltd.

Direct services: captive feasibility studies; captive
formation; government reporting; accounting; com-
puterized accounting; claims processing; online ac-
cess to claims data: claims reserves analysis; man-
aging underwriting facilities; actuarial studies; loss
forecasting; reinsurance brokered for captives; rein-
surance brokered to captives; underwriting and
ratemaking for captives; investment management;
tax advice; legal advice; association captive manage-
ment, rent-a-captive management.

Subcontracted services: captive feasibility stud-
ies; claims processing; loss control services; actuari-
al studies; investment management, legal advice.

Stat 60 total, 25 professionals.

Clients: 4 total captives: 4 active captives, 2 direct-
ly managed, 2 subcontracted. Captive premium vol-
ume,$200,000,000 Capital and surplus managed,
$70,000,000. Minimum size client, $500,000

Compensation: annual fee.

1999 gross revenue: $10,000,000. 100%
from fees charged for captive management.

Omcers: Volker Von Widdem, managing director;
Hemian Schoeman, business development director;
David Fly, general manager-undenwriting

Subcontracts for some captive management
services with Alexander Forbes Captive Manage-
ment-South Africa.

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

P.O. Box 1109 G.T.,

Grand Cayman,

Cayman lIslands, B.W.1.;
345-949-7755; fax: 345-949-7634
www.hsbc.ky

Founded: 1984.

Parent: HSBC Holdings PLC.

Direct services: capuve feasibility studies; Captive
formaion; government reporting; accounting; com-
puterized accounting; claims processing; claims re-
serves analysis; association captive management,
rent-a-captive management.

Stall: 21 total, 16 professionals.

Clients: 87 total captives: 80 active captives, 7
inactive captives, 87 directly managed. Captive
premium volume, $225,000,000. Capital and
surplus managed, $312,000,000.

Compensation: annual fee, $10,000 mini-
mum; hourly: professional, $90 to $265.

Officers: David A. Whitefield, director/chief ex-
ecutive; Tom Clark, director; Linda Haddleton, as-
sistant director.

Contact: Linda Haddleton; 345-914-7500;
Ighaddleton@ky-hsbc.com.

Formerly Midland Bank Trust (Cayman) Ltdj
HSBC Insurance Management

HSBC Insurance Management
(Guernsey) Ltd.

HSBC House, Lefebvre St.,

P.O. Box 156, St. Peter Port,

Guernsey GY| 4EU, Channel Islands;

44 148-171-7878;

fax: 44-148-171-7941

Founded: 1997.

Parent: HSBC Holdings P.L.C.

Direct services: captive feasibility studies;
captive formation; accounting; computerized ac-
counting; claims processing; claims reserves
analysis; reinsurance brokered for captives; rein-
surance brokered to captives; underwriting and
ratemaking for captives; association captive
management; rent-a-captive management.

Stat 4 total, 3 professionals.

Clients: 5 total captives: 5 active captives, 5 di-
rectly managed.

Officers: Gabrielle Allen, director/manager;
Stewart Mclaughlin, financial controller; Shaun
Brook, account executive.

Contact: Gabrielle Allen

Hawaii Captive Insurance
Management Inc./
USA Risk Group
1164 Bishop St., Suite 1411,
Honolulu, Hawaii 96813;
888-872-5084; fax: 808-538-7780

www. usarisk.com
Founded: 1988

Direct services: captive formation; account-
ing; reinsurance brokered for captives; reinsur-

Continued on next page
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Continued from previous pale

arce brokered to captives, association captive
management

Staff 3 total, 2 professionals

Clients 8 total captives 8 active captives, 8 di-
rectly managed Captive premium volume,
$16,800,000 Caoital and surplus managed,
$11,112,000 No minimum see client

Compensation annual ee, commissions,
hourly professional, $100 tc $250, clerical, $50
to $80

1999 gross revenue 100% from fees
charged for captive management

Officers Sherman S Hee president, Gary R
Osborne, vp, B Troy Winch, vp/treasurer

Contact B Troy Winch

@

IAS (Barba(los) Ltd.

ume, $160,000,000 No minimum size client
mum, commissions, hourly
for captive management

rector, Terence Power, William Tomlin, vps

bados) Inc

ING Risk Management
(Bennuda) Ud.*

Continental Building, Church St ,
P 0 Box HM 1978,
Hamilton HM HX, Bermuda,
441-295-8270, fax 441-292-8611
Founded 1978
Parent International Nederlanden Group
Dimcisentices cave feasibilaystudies, capbve
formation, government reporting, accounting, com-
putenzed accounting, claims processing, underwrit-
ing and ratemaking for capt,ves
Subcontracted services actuartal studies, tax

Mars House, 13 Pine Road, Belleville, advice, mvestment management, legal advice

St Michael, Barbados,
246-436-8296, fax 246-426-0433
Founded 1987
Parent Mutual Risk Manajement Ltd
Direct services captive feasibility studies,
captive formation, governnent reporting, ac-
counting, computerized accounting, claims pro-
cessing, claims reserves analysis, managing un-
derwritmg faWities, loss forezasting, remsurance
trokered for captives, reinsurance brokered to
captives, unjerwnting and atemaking for cap-
tives, investment management, tax advice, asso-
ciation captne management
Staff 3 toral, 1 professional
Clients 7 total captives 5 active caftives, 2 tnac-
tive captlves, 7 subcomracted Capbve premium vol-

Staff 6 total, 6 professmnals

Clients 12 total captives 9 active captives, 3
inactive captives, 12 directly managed

Compensation annual fee

Ofticers Nicholas E J Wheeler, president, Angus
G Hyslop, vp, Ronika Khana, accoum manager

Contact Nicholas E J Wheeler, Angus G Hvslop

* Formerly SLR Management (Bermuda) Ltd

IRMG/American Risk
Management Corp.
5 Burlington Square, Fourth Floor,

Burlington, Vt 05401,
802-862-4400, fax 802-862-7797

www irmg com
Founded 1958
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Parent International Risk Management Group 5 inactive captives, 109 directly managed, 1 cur-
Compensation annual fee, $10.000 mini- Ltd
Direct services captive feasibility studies, $1,250,000,000 No minimum size client
1999 gross revenue 100% from fees charged captive formation, government reporting, ac-
counting, claims processing, claims reserves mum, commissions, hourly
Oflicers David Ezekiel, presidenUmanaging di- analysts, loss control services, loss forecasting,

counting, online access to claims data
Stall 14 total, 12 professionals

rently In krmation Captive premium volime,

Compensation annual fee, $15,000 mini-

Founded 1975

Parent International Risk Management Group
Ltd

Direct services captive feasibility studies,
captive formation, government reporting, ac-

1999 gross revenue 95% from fees charged counting, computerized accounting, claims pro-
reinsurance brokered for captives, underwnting for captive management, 5% from other ser- cessing, claims reserves analysis, managing un-

Subcontmets forsomecapt/ve managementser- and ratemaking for captives, association captive vices
vices with /ntemationst /nsumnce Managers mar- management, rent-a-captive management

derwriting facilities, loss forecasting, reinsurance

Officers David Ezekiel, presldenUmanagirg di- brokered for captives, reinsurance brokered to
Subcontracted services computenzed ac rector, Terence Power, David Pickering, e>ecu- captives, underwnting and ratemaking for cap-

tive officers

Clients* 51 total captives 51 active captives, International Insurance

51 directly managed Captive premium volume,
$663,000,000 Capital and surp us managed,
$402,000,000 No minimum size client

Compensation annual fee, hourly

1999 gross revenue. 100% from fees charged
for captive management

Officers Peter A Joy, president, Nancy L
Gray, Gary O'Hare, vps

Management Ud.
13C Pine Road,
St Michael, Barbados,
246-436-8296, fax 246-426-0433
www lim-bds com

Founded 1986

Direct services captive formation, gogern-

tives, association captive management, rent-a-
captive management

Subcontracted services loss control services

Staff- 22 total, 9 professionals

Clients 29 total captlves 26 active captives, 3
inactive captives, 29 directly managed, 2 current-
ly in formation Captive premium volume,
$203,000,000 Capital and surplus managed,
$195,889,444 No minimum size client

Compensation annual fee, hourly

Officers Anthony Stelling, president, Michael

*Manages 44 eptives m Vermont with a pmtmum ment reporting, accounting, computerizej ac- Donnely, Lawrence J Walters, Kieran O'Mahony,

volume of $589,057,802 Also operates captives m
Delaware, Maine and Tennessee

IRMG Barbados

Thomas Daniel Building, Hincks St,
Second Floor, P 0 Box 1264,
Bridgetown, Barbados,
246-436-7541, fax 246-436-8814
Founded 1986
Parent international Risk Management Group
Ltd
Direct services captive feasibility studies,
captive formation, government reporting, ac-

counting, investment management
Staft 4 total, 3 professionals

&ps

Clients 24 total captives 18 active captes, 6 Intemational Risk Management

inactive captives, 24 directly managed, 1 cu rent-
ly m formation No minimum size client

Compensation annual fee, $6,000 minimum,
hourly professional, $75, clerical, $35

Officers: Willim Tomlin, director, Chrstine
O'Connor, manager, Tony Greenidge, acc ount
executive

Contact Christine O'Connor, tinaoconior@
i,m-bds com, iim@canbnet net

counting, computenzed accounting, claims pro- International Risk Management
cess,ng, cialms reserves analysis, loss control (Austtalia) Pty. Ltd./

services, managing underwriting facilities, loss
forecasting, re Insurance brokered for capt,ves,
reinsurance brokered to captives, underwriting
and ratemaktng for captives, investment manage-
ment, association captive management, rent-a-
captive management

Subcontracted services online access to
claims data, actuartal studies, tax advice, legal
advice

Stall- 2 total, 1 professional

Clients 7 total captives 7 active capt,ves, 7 di-
rectly managed No minimum size client

Compensation. hourly

Inte,national Risk

(Dublin) Ltd.

Block 3, Harcourt Centre,
Harcourt Road,
Dublin 2, Ireland,
353-1-7902600, fax 353-1-4750271
www Irmg com
Founded 1990
Parent International Risk Management Group
Ltd
Direct services captive feasibility studies,
captive formation, government reporting, ac-
counting, computerized accounting, claims pro-
cessing, online access to claims data, claims re-

Management (New Zealand) Ltd. serves analysts, loss control services, loss fore-

Level 5/ 347 Flinders Lane,
Melbourne, Victoria 3000, Australe,
61-3-629-7655, fax 613-629-6922
www irmg com
Founded 1994
Parent. International Risk Management Group
Ltd
Direct semices captive feasibility studies,
captive formation, government reporting, ac-
counting, claims processing, online access to

1999 gross revenue 95% from fees charged claims data, claims reserves analysis, loss fore-
for captive management, 5% from other ser- casting, ulderwnting and ratemaking for cap-

vices
Omcers Richard E ince, d rector/general
manager, Anthony J Sterling, director

Independent Management
Group Ltd.

P 0 Box HM 2070,20 Reid St,
Hamilton HM HX, Bermuda,
441-295-1646, fax 441-292-8062
Founded 1984

Parent- International Risk Management Group
Ltd

tives, association captive management

Subcontracted services computenzej ac-
counting, loss control services, reinsurance bro-
kered for captives, reinsurance brokered ta cap-
tives, investment management, tax advice legal
advice

Stall 12 total, 10 professionals

Clients 7 total captives 7 active captives, 7 di-
rectly managed, 2 currently in formation Captive
premium volume, $60,000,000 Capital anj sur-
plus managed, $75.000,000

Compensation hourly

1999 gross revenue 50% from fees charged

Arect services captive feasibility studies, for capt,ve management, 50% from other ser-
captive formation, government reporting, ac- vices

counting, computerized accounting, claims pro-

Officers Tony Cope, managing director-Aus-

cessing, online access to claims data, claims re- tralasia, Jason Disborough, general manger-
serves analysis, reinsurance brokered for cap- Southern region, Nick Way, general mar ager-
tives, underwriting and ratemaking for capt[ves, Northern region, Jim Routledge, general manag-

ubcontracted services loss control serv,ces,
actuanal studies, loss forecasting, investment
management, tax advice, legal advice
Stall- 5 total, 4 professionals
Clients 21 total captives 19 active captives, 2
inactive captwes, 21 directly managed Captive
premium volume, $64,319,673 Capital and sur-
plus managed, $226,000,000 No minimum size

chent

. association captive management, rent-a-captive er-Eastern region
*4'b management

international Risk Management
(Bennuda) Ltd.
Belvedere Building, P O Box HM 660,

Hamuton HM CX, Bermuda,
441-295-0713, fax 441-295-1712

www Irmg com
Founded 1963

Parent International Risk Management Group

Compensation annual fee, commissions, Ltd

hourly professional, $172

Direct services captive feasibility st.idles

Officers. Peter J N Strong, president, Cyril captive formation, government reporting, ac-

Whitter, executive vp
Contact Peter J N Strong, Cynl Whitter

International Advisory
Sentices Ltd.

Chevron House, 11 Church St,
P 0 Box HM 1760,
Hamilton HM HX, Bermuda,
441-295-3688, fax 441-295-2584
Founded 1981
Parent Mutual Risk Management Ltd
Direct semices captive feasibility studies,

counting, computerized accounting, clairrs pro-
cessing, online access to claims data, claim re-

casting, remsurance brokered for captives, rein-
surance brokered to captives, underwriting and
ratemaking for captives

Staff- 6 total, 4 professionals

Clients 12 total captives 12 active captives,
12 directly managed Captive premium volume,
$74,085,341 Capital and surplus managed,
$56,104,313 No minimum size client

Compensation annual fee, hourly

Officers Garry Cullen, managing director, Ann
O'Keeffe, director

International Risk Management
(Guernsey) Ltd.

IRM House, Le Bordage,
St Peter Port, Guernsey GY1 1 BR,
Channel Islands,
44-1481-735500,
fax 44-1481-735555
www irmg com
Founded 1988
Parent International Risk Management Group
Ltd
Direct services captive feasibility studies,
captive formation, government reporting, ac-
counting, computerized accounting, claims pro-
cessing, online access to claims data, claims re-
serves analysis, loss control services, managing
underwnting facilities, loss forecasting, under-
wnting and ratemaking for captives, rent-a-cap-
tive management
Stafl 25 total, 7 professionals
Clients 41 total captives 40 active captives, 1
inactive captive, 41 directly managed, 2 currently
m formation Captive premium volume,

$298,000,000 Capital and surplus managed,

$611.000,000

Compensation annual fee, hourly

1999 gross revenue 71% from fees charged
for captive management, 28% from commis-
sions charged for brokering insurance and/or
reinsurance, 1% from other services

Officers John Stuart, managing director, lan

McCathte, operations director, Don Lawson, di-

Contact John Stuart, lan McCathie, Paul

serves analysis, loss control services, managing Wakefield, manager-client development

underwriting fadmes, reinsurance brokered for

captives, reinsurance brokered to captives, un- International Risk Management

derwriting and ratemak,ng for captives

Staff 33 total, 16 professtonals

Cl,ents 71 total captives 69 active captves, 2
inactive cal*ives, 71 directly managed, Captive
premium volume, $1,000,000,000 Capital and
surplus managed, $1,500,000,000 No mitimum

size client

Compensation annual fee, $15,000 mini-

fcaptlve formation, government reporting, ac- mum, hourly

*
CERTIFIED

counting, computerized accounting, claims pro-

Officers Paul Bailte, president, Brian Dirrant,

cessing, claims reserves analysis, loss control vp

services, managing underwnting facilities, actu-
anal studies, loss forecasting, reinsurance bro-

Contact Bnan Durrant

kered for captives, reinsurance brokered to cap- international Risk Management

tives, underwriting and ratemaking for captives,
investment management, tax advice, association
captive management, rent-a-captive marage-
ment

Stall 58 total, 26 professionals

Clients. 109 total captives 104 active cap-ives,

(Cayman) Ltd.

Buckingham Square,

George Town, Grand Cayman,
Cayman Islands, BWI,
345-949-0155, fax 345-949-0002

(Isle of Man) Ltd.

Pevenl Buildings, Fourth Floor,
Suite 3, Douglas
IM1 2BS, Isle of Man,
44-162-462-9198,
fax 44-162-462-9199
www irmg com
Founded 1985
Parent international Risk Management Group
Ltd
Direct services captive feasibility studies,
captive formation, government reporting, ac-
counting, claims processing, claims reserves
analysis, reinsurance brokered for captives, un-
derwrmng and ratemak,ng for cal)tives
Subcontracted services. computerized ac-
counting
Staft 6 total, 3 professionals

Continued on page 72
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VVHO SHOULD ATTEND:

Risk managers, loss prevention and safety managers, benefit managers,

workers compensation and disability managers, along with representatives
from state and local governments ... plus insurers, brokers, consultants,
and representatives from HMOs and PPOs.

CONFERENCE PROGRAM:

Monday, October 16, 2000
GOLF TOURNAMENT: MALIBU COUNTRY CLUB
h EARLY REGISTRATION

| EMPLOYER'S PRIVAIE ROUNDTABLE: EXPERIENCES, VIEWS AND IDEAS
| PRE-CONFERENCE WELCOME RECEPTION

Tuesday, October 17, 2000
h REGISTRATION AND CONTINENTAL BREAKFAST

KEYNOTE PRESENTATION:

"SECURITY ON THE ROAD TO RECOVERY" SNAP-ON INC.'S
MANAGEMENT SYSTEM FOR INJURED WORKERS

Dan Kugler, CPCU, ARM, CEBS
Director of Risk Management, Snap-On Inc.
i TABLE-TOP EXHIBITS & REFRESHMENTS

i STRATEGIES FOR REDUCING HEAIIH CARE COSTS
| LUNCHEON™

I MANAGING LIABILINES DUE TO CHANGING EMPLOYMENT RELATIONSHIPS

| TOP WORKERS COMPENSATIONS ATTORNEYS TELL YOU HOW TO AVOID
PROBLEMS Wr[H CLAIMS

h TABLETOP EXHIBITS & REFRESHMENTS

| ADDRESSING PRIVACY ISSUES AND LEGAL EXPSOURES FACING EMPLOYERS

I FIGHT[NG FRAUD IN AN INCREASINGIY CHALLENGING ENVIRONMENT
| COCKTAIL RECEPNON*

Wednesday, October 18, 2000
h CONTINENTAL BREAKFAST*

I APRACTICAL GUIDE TO DEVELOPING AN AWARD WINNING ERGONOMICS

PROGRAM: CENTER FOR OFFICE TECHNOLOGY WINNER
| TABLE-TOP EXHIBrTS & REFRESHMENTS*

IMPLEMENTING SAFETY AND LOSS PREVENTION STRATEGIES THAT WORK

| BEST PRACTICES: HOW TO MEASURE THE PERFORMANCE OF YOUR
WORKERS DISABILITY PROGRAM

LUNCHEON WORKSHOP*: INNOVATIVE TECHNOLOGIES TO SAVE MONEY

AND EMPOWER WORKERS

Presented by Business Inst<ivirnce anti
IBF-Intel"national Brisiness Fovilm

OCTOBER 16 -18, 2000
The Ritz-Carlton Hotel - Marina del Rey, California

CONFERENCE CO-CHAIRS:

Kathryn J. Mcintyre
Vice President, Publisher
and Editorial Director
Business Insurance

Meg Fletcher

Sen:or Editor

Business Insurance

ADVISORY BOARD
CHAIRMAN:

Jeffrey W. Pettegrew

V.R Insurance & Risk Mana9ement
Westaff

ADVISORY BOARD:

Dennis Bersch

Senior Manager Disability Benefits
Lucent Technologies

Anshell Boggs

Corporate Workers' Comp

and Safety Manager

Pep Boys

Maddy E. Bowling

Assistant Vice President

Medical Services Operations

The Hartford

L.A. Andy Casto, CPCU
Director, Workers Compensation
Kmart Corporation

Kim Chandler

Safety & Ersonomic Manager
ESJ Gallo Winery

Deloitte &
TOUChe UP

S
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Libby Child

Manager

Integrated Disability Management
Steelcase Inc,

Leo Costantino

Workers Compensation Manager
UCLA

Jill A. Dulich

Regional Director
Marriott Claims Services

John R. Keenan
Chairman

Innovative Care Systems

Edward Frackiewicz
Director, Risk Management
Del Monte Foods

John Leonard
President

Maine Employers Mutual Insurance Co.

Bernadette Melchionne

ST. Comorate Insurance Administrator
Mattel Inc.

Susan K. Moreland

Risk Manaement Director
San Francisco Newspaper Agency

Greg Owen
Claims Manager
Sears Roebuck & Co.

SPONSORS:

Gro up. L/*.

INTWCORP

6r4'Ex

Solui"ZthrCas{Care 4/d

Con]inonwealthRisk,

Eric J. Oxfeld

President

UWC - Strategic Services

on Unemployment & Workers'
Compensation

Victor L. Paganucci

Director, Integrated Disability Systems
Champion International
Corporation

Peter Rousmaniere
President

Rousmaniere Designs

Marshall Sherman
Director, Risk Management
Aramark Corp.

Virginia F. Tormey-Lawson, CPCU
National Risk Manager
Toyota Motor Sales USA,Inc.

Stephen M. Wilder
Vice President, Risk Management
The Walt Disney Company

Gregg Williams
Operations Manager
American Medical Auditors

Sheryl Zimmerman

Safety Manager

Safety and Risk Department
Loews Cineplex Entertainment
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For sponsorship information contact: Jennifer Carratu. Conference Producer at IBF
(516) 594-3000 ext. 15 or emailjenniferc@ibforum.com

*These Events Available for Sponsorship

REGISTRATION:

*Great range of ideas and approaches. Conference provided new and current information. Speakers
-Diane Perkins, SVP Risk Management, Team Staff Companies, Inc.

had significant experience.

To register or to receive more information, please write or call IBF+International Business Forum
100 Merrick Road, Suite 500, West Bldg., Rockville Centre, NY 11570

TEL: (516) 594-3000 FAX: (516) 594-5979
E-MAIL: cathyf@ibforum.com Website: ibforum.com

YES, please register me for the Eighth Annual Business Insurance
Workers Compensation and Disability Management Conference.
O | am a service provider - $1,095

0 I am a risk, employee benefit or safety manager - $795
0 Sign me up for golf outing* (must register by September 17, 2000)

*Golf available on a first-come first-serve basis

NAME

NAME ON BADGE

TITLE

COMPANY

ADDRESS

CITY/STATE/ZIP

TELEPHONE NO.

FAX NO.

E-MAIL

OQ.0/Im,imi../lm.

VIBF

O Check enclosed (Payable to International Business Forum. Write WC '00 on the check.)

0 PLEASE CHARGE TO: 0 American Express O MasterCard/Visa

Cardholder name:

Card No.

Signature:

0 Please forward information about sponsorship opportunities.
0 Please forward information about table-top exhibits.
NEW GROUP DISCOUNT POLICIES: Register two or more people trom Nur firm and receive a 15% discount off each registration fee. Or, refer an

industry colleague, register at the same time and you both will receive a 15% discount. (All parties must register at the same time and must attend
to obtain the group discount offered. Cannot be combined with other discount offers).

CANCELLATIONS: Received in writing by IBF before September 17, 2000, will receive a refund, minus a $225 administrative charge. Thereafter,
refunds are not available. Substitutions may be made at any time by calling IBF at (516) 594-3000.

REDUCED RATE ACCOMMODATIONS: Please make your reservation directly with The RIM-Cadton Hotel at (310) 823-1700. There is a special'room
fate of $210 Single/Double if you mention the conference. (Special rate cut-o# date is September 15, 2000.) 8170

Exp. Date:
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Captive report

Coatinued from previous pace

Clients- 7 total captrves 7 a:tive captives, 7 di-
rectly managed No minimum size client

Compensation annual fee, hourly

Officers- John Stuart, tranaging director,
Michael Skehan, general man:ger

Contact Michael Skehan

Kemper Management Co. Ltd.

7 Victoria St,
P 0 Box HM 1234,
Hamilton HM FX, Bermuda,
441-292-5105, fax 441-292-5302
Founded. 1978
Parent Kemper Insurance Cos
Direct services captive feasibility studi:s,
caitive formation, govemirent reporting, ac-
counting, computerized accounting, claims pro-
ce:sing, actuanal studies, reinsurance brokered
for captives, reinsurance brokered to captives,

Kensington Management

Group Ltd.
Genesis Building Second Floor,
P 0 Box 10027APO,
George Town, Grand Cayman,
Cayman Islands,BWI,
345-946-2100, fax 343-946-2110

Founded 1999

Paren - Mutual RIs< Vlanag:mert Ltd

Direct services captive feasibility studies,

Clients. 128 total captives 128 active captues,

s

Direct services. captive feasibility studies,

captive formation, government reporting, ac- 128 directly managed Captive premium volime, captive formation, government repotting, ac-
counting, computenzed account,nc, claims pro- $1,450,633,189 Capital and surplus managed, counting, computerized accounting, claims pro-
cessing, online access to claims data, claims re- $12,000,000,000 No minimum s,ze client

serves analysis, managing underwriting facilities,
loss forecasting, reinsurance brokered for cap-

writing and ratemaking for captives, rent-a-cap-
live management

Compensation annual fee, hourly

cessing, online access to claims data, claims re-
serves analysis, loss control services, actuarial

Officers Andrew Carr, managing director, studies, loss forecasting, reinsurance brokered
tives, reinsurance brokered to captives, under- Julie Boucher, senior vp

Contact Julie Boucher

for captives, reinsurance brokered to captives, in-
vestment management, legal advice, associationi

captive management, rent-a-captive manage-

Subcontracted semices loss control services, Marsh Management Services inc. ment

Direct services- captive easibility studies, actuarial studies, investment management, tax
captive ormation, covernm:nt reporting, ac- advice, legal advice

counting, computerized accointing, investment
management, association captive management,
rent-a-captive management

Staff 10 total, 5 pofessionls

Staff- 12 total, 8 professionals

Clients 17 total captives 14 active captives, 3
inactive cal)tives, 17 directly managed, 2 current-
ly in formation Captive prempum volume,

Clients- 21 total captives 13 act ve captives, 2 $275,000,000 Cap,tal and surplus managed,
inactive captives, 21 directly managed, 1 current- $178,000,000 Nommimumsize clent

ly m formation Captive premium volume,
$199,697,500 Capral and surplus managec,
$265,450,000 No minimum size c lent
Compensation annual fee, $30,000 mint-
1999 iross revenue- $32(,000* 100% fron
fees cha-{jed for capt ve management
Omcers Michael Gibbs, president, lan
Phil Rooke, account executives
Contact. Michael Gibbs, 245-546-2100, ex'

association captive management, rent-a-captive 300, mgibbs@kensington ky

management

*Reveques are for tae fourth quafter of 1999 ont,

Subcontracted services- caims reserves anal- Opentio,is began ockber 1,1999

ysts, loss control services, loss forecasting, un-
derwnting and ratemaking f)r captives, InvEst-
mem management, tax advice, legal advice

Staff 4 total, 1 profession21

Clients 3 total captives 3 active captives, 3 di-
re=tly managed Captive premium volume,
$9,023,000 Capital and surplus managed,
$96,342,000

Compensation annual fee hourly profession-
al, $125 to $175, clencal, $80 to $120

1999 gross revenue 100% from fees charged
for captive management

Officers Donald W Momer, president, Rov S
Lumley, vp, Michael A Finelll Jr, treasurer

Contact Roy S Lumley, rlumley@kempe,n-

sirance com

Lambert Fenchurch insurance
Management (Guernsey) Ltd.

11 Westbrook Centre,
Solth Side, P 0 Box 308,
St 3ampson's, Guernsey GY13TA,
Channel Islands, 44-148-124-9984,
fax 44-148-124-8304

Founled- 1979

Pareet. Lambert Fenchurci Grcup PLC

©@]Imm]*)0 [1=jiBQ

<
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Compensation- annual fee

1999 gross revenue. 100% from fees charged
for captive management

Officers- Leonard J Banks, chairman, Brian

745 Fort St , Suite 800,
Honolulu, Hawaii 96813,
808-585-3500, fax 808-585-3513
Founded 1990
Parent Marsh & McLennan Cos Inc
Direct services captive feasibility studies,
captive formation, government reporting ac-

Subcontracted services loss control services,
managing underwnting facilities, underwriting
and ratemaking for captives, investment manage-
ment, tax advice

Stall 160 total

Clients 303 total captives Captive premium
volume, $2,141,000,000 Capital and surplus
managed, $5,400,000,000 No minimum size

counting, computerized accounting, online ac- chent

cess to claims data, claims reserves analysts ac-

Compensation annual fee, commissions,

tuanal studies, loss forecasting, rensurance bro- hourly

kered for cal)tives, underwriting and ratemaking

R S Soutar, managing director, Alexander Und. for captives, association captive management,

say, director

Lomas, Liberty International Management

(Bermuda) Ltd.

73 Front St, Third Floor,
P 0 Box HM2455,
Hamilton HM EX, Bermuda,
441-296-2131, fax 441-296-8846
Founded' 1970
Parent Liberty Mutual Insurance Cos
Direct services captive feast 3,lity studies,
captive formation, government reporting, ac-
counting, computenzed accounting, claims pro-
cessing, online access to claims data, claims re-
serves analysts, loss control services, actuanal
studies, loss forecasting, reinsurance brokered
for captives, underwriting and ratemaking for
captives, association captive management, rent-
a-captive management
Subcontracted senfices investment manage-
ment, tax advice, legal advice
Staff. 8 total, 5 professionals
Clients. 42 total captives 38 active captives, 4
inactive captives, 42 directly managed, 3 current-
ly in formation
Compensation annual fee, hourly profession-
al, $250, clerical, $125
1999 gross revenue 98% from fees charged
for captive managi:ment, 2% frorr commissions

charged for bro

ance

Contact. Michael Hardy, presided, mike hardy@

fil libettyinternattonal com
A\
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Disaster Recovery Services

1.

e

Marsh Canada Ud.

Canada Trust Tower, BCE Place,
161 Bay St , Suite 1400,

Toronto, Ontario MSJ 254,
416-868-2615, fax 416-868-2526

Parent- Marsh & McLennan Cos Inc

rent-a-captive management

Subcontracted services loss control ser\,ces,
claims processing, managing underwrring facill-
ties, reinsurance brokered to captives, invest-
ment management, tax advice, legal advice

Staff 10 total, 7 professionals

Clients 26 total captives 25 active capties, 1
inactive captive, 26 directly managed Caitive
premium volume, $98,600,000 Capital and sur-
plus managed, $577,532,359 No minimum size
client

Compensation- annual fee, $25,000 minr
mum, hourly

1999 gross revenue: 85% from fees charged for
captive management, 15% from other selvices

Officers. Seamus T Tivnan, Fay S Okamoto vps

Contact Seamus T Tivana, 808-585-:532,
seamus t tivnan@marshmc com, Fay S Okanoto,
808-585-3533, fay s okamoto@marshmc co n

Marsh Management Services
(Colorado) inc.
1225 17th St, Suite 2100,

Denver, Colo 80202,
303-308-4624, fax 303-308-4900

Founded 1997

Parent Marsh & Mclennan Cos Inc

Oflicers Andrew D Carr, Rory Gorman, man-
aging directors, Jill Husbands, senior vp

Contact Andrew D Carr, andrew d carr@
marshmc com, Rory Gorman, rory gorman@
marshmc com, Jill Husbands, 1111 e husbands@

marshmc com

Marsh Management Services
(Cayman) Ltd.

Barclays House,
Shedden Road, Third Floor,
P 0 Box 1051GT, Grand Cayman,
Cayman Islands,BWI,
345-949-7988, fax 345-949-7849
www marshmac com
Founded 1998
Parent Marsh & MeLennan Cos Inc
Direct services captive feasibility studies,
captive formation, government reporting, ac-
counting, computerized accounting, claims re-
serves analysts, reinsurance brokered for cap-
tives, reinsurance brokered to captives, associa-
tion captive management, rent-a-captive man-
:gement
Staff. 35 total, 14 professionals
Cl,ents 130 total capt,ves 127 act,ve captives,
3 inactive captives, 130 directly managed, 8 cur-
rently m formation Captive premium volume,
$576,500,000 Capital and surplus managed,

Direct sennces captive feasibildy studies cap- 5496,000,000 No minimum size client

tive formation, government reporting, accou iting,

enng insurance andior reinsur: computenzed accounting, daims procasin

eserves ana ernces,

ooy

Compensation annual fee, commissions,

icers. Wayne A M Cowan, senior

managng underwriting fadmes, actuanal stdies, vp/branch manager, Paul Macey, Toni Silich, vps

loss forecasting, reinsurance brokered for cap-
tives, reinsurance brokered to captives, undawnt-
Ing and ratemaking for cal)tives, associatio[ cap-
tive management, rent-a-captive managemEnt

Subcontracted services online access to
claims data, tax advice, legal advice, wives ment
management

Stal 1 total, 1 professional

Clients 3 total captives 1 active captive 2 m-
active captives, 3 directly managed Capitil and
surplus managed, $16,175,540 No min mum
size client

Compensation annual fee, hourly

1999 gross revenue. 100% from fees ctarged

Direct services- captive feasibility studies, for captive management

captive formation, government reporting, ac-

cessing, online access to claims data, claims re

studies, loss forecasting, uncerwnting and

Contact Wayne A M Cowan, wayne cow-

an@marshmc com

Marsh Management Services
(Dublin) Ltd.

25-28 Adelanoe Road,
fifth Floor, Dublin 2, Ireland,
353-1-605-3000,
fax 3563-1-605-3010
www marshweb com
Founded. 1989
Parent' Marsh & McLennan Cos Inc
Direct services captive feasibility studies,
captive formation, government reporting, ac-

Officers- Andrew D Carr, managing diactor. counting, computerized accounting, claims pro-
counting, computerized accounting, claims pro- Paul A Froment, vp

cessing, online access to claims data, claims re-

Contact Paul A Froment. 404-995-2943, tax serves analysts, managing underwnung facilities,
serves analysis, loss control services, actuarial 404-995-3333

ratemaking for captives, association captive Marsh Management ServiCeS

management, rent-a-captive management

Subcontracted semces managing underwrit-
ing facilmes, rmnsurance brokered for captives,
reinsurance brokered to captives, investment
management, tax advice, legal advice

Staff- 1 total, 1 professional

Clients- 3 total captives 3 active captives Cap-
Maland surplus managed, $5,000,000

les g rowley@marshmc com

7 Burlington Square,
Sixth Floor, P 0 Box 530,
Burlington, Vt 05402-0530,
802-864-5599, fax 802-864-5764
www marshweb com
Founded. 1983
Parent Marsh & McLennan Cos Inc
Direct semees captive feasibility studies,
captive formation, government reporting, ac-
counting, computerized accounting, claims pro-
cessing, online access to claims data, claims re-
serves analysis, loss control services, managing
underwriting facilities, actuanal studies, loss

(Barbados) Ltd.
Whitepark House, White Park RoEd,
P 0 Box 1274,

Bridgetown, Barbados,
246-436-9929, fax 246-436-9932

Parent- Marsh & McLennan Cos Inc

actuanal studies, loss forecasting, reinsurance
brokered for captives, underwrmng and ratemak-
ing for captives, association captive manage-
ment rent-a-captive management

Subcontracted services- loss control services,
investment management, tax advice, legal advice

Stall 31 total

Clients 53 total captives 53 active captives,
53 directly managed Captive premium volume,
$308,130,000 Capital and surplus managed,

Direct services. captive feasibility studies $584,340,000 No minimum size client
Contact Les Rowley, 416-868-2615, captive formatton, government reportind, ac-

counting, computerized accounting clairrs pro-

Compensation. annual fee, hourly
Officers- lan Clarney, branch manager, John

cessing, reinsurance brokered for captives, rein- Magee, insurance and business development
Marsh Management Services Inc. surance brokered to capt,ves, association captive manager, Bnan McDonagh, Tim Hennessy, se-

management, rent-a-captive management
Subcontracted services online accpss to

nior account managers
Contact John Magee, john magee@

claims data, claims reserves analysts, loss con- marshmc com

trol services, managing underwriting facilittes,

actuanal studies, loss forecasting, under,vnting Marsh Management Services

and ratemaking for captives, investment minage-
ment, tax advice, legal advice

Staff. 10 total, 6 professionals

Clients. 29 total capt,ves Captive premium
volume, $80,000,000 Capital and surplus man-
aged, $239.000,000 No minimum size chent

Compensation annual fee, hourly

forecasting, underwnting and ratemaking for Marsh Management Services

captives, association captive management, rent-
a-captive management

Subcontracted services- claims processing,
loss forecasting, reinsurance brokered for cap-
tives, reinsurance brokered to captives, invest-
ment management, tax advice, legal advice

Stall 42 total, 38 professionals

(Bermuda) Ud.

Victona Hall, 11 Victona St,

P 0 Box HM 1826

Hamilton HM 11, Bermuda,
441-298-6617, fax 441-297-9720

Parent. Marsh & McLennan Cos Inc

(Guernsey) Ltd.

Albert House, South Esplanade,
P 0 Box 34,
St Peter Port, Guernsey
GY1 4AU, Channel Islands,
44-1481-715300,
fax 44-1481-713617
Parent Marsh & Mclennan Cos Inc
Direct services association captive manage-
ment, rent-a-captive management, captive for-
mation, government repolting, accounting, com-
puterized accounting, claims processing, online
access to claims data, claims reserves analysis,

Continued on next page



Continued from previous page

managing underwriting facilities; actuarial stud-
ies; loss forecasting; reinsurance brokered for
captives; reinsurance brokered to captives; un-
derwriting and ratemaking for captives.

Subcontracled services: investment manage-
ment; tax advice; legal advice.

Staff: 26 total, 9 professionals.

Clients: 61 total captives: 57 active captives, 4
inactive captives, 61 directly managed. Captive
premium volume, $381,000,000. Capital and
surplus managed, $913,000,000. No minimum
size client.

Compensation: annual fee, hourly.

Oflicers: John Copeland, general manager;
Granville De Cruz, Merise Wheatley, directors.

Contact: John Copeland, john_copeland@
jh.com.

Marsh Management Services
(Isle of Man) Ud.

Atlantic House,

4-8 Circular Road, P.0, Box 305,
Douglas, IM99 288, Isle of Man;
44-162-462-5313;

fax: 44-162-462-4523

Parent: Marsh & Mciennan Cos. Inc.

Direct services: captive feasibility studies;
captive formation; government reporting; ac-
counting; computerized accounting; claims pro-
cessing; online access to claims data; claims re-
serves analysis; loss forecasting, reinsurance
brokered for captives, reinsurance brokered to

captives; underwriting and ratemaking for cap-
tives.

Subcontracted services: actuarial studies.

StaH: 21 total.

Clients: 41 total captives. Captive premium
volume, $430,181,388. Capital and surplus man-
aged, $1,919,981,933.

Compensation: annual fee, hourly.

Officers: Graham King, head of operations;
Stephen Winrow, deputy head of operations;
Philip McDonald, senior insurance officer.

Marsh Management Services
(Luxembourg) S.A.

65 Avenue de la Gare,
L16M Luxembourg;
352-496951; fax: 352-496936

Founded: 1987.

Parent: Marsh & Mclennan Cos. Inc.

Direct services: captive feasibility studies,
captive formation; government reporting; ac-
counting; claims processing, computerized ac-
counting; claims reserves analysis.

Subcontracted services: online access to
claims data; loss control services, managing un-
derwriting facilities; actuarial studies; loss fore-
casting; reinsurance brokered for captives: rein-
surance brokered to captives; underwriting and
ratemaking for captives, investment manage-
ment; tax advice; legal advice; association captive
management; rent-a-captive management.

Stal: 16 total, 14 professionals.

Clients: 39 total captives: 36 active captives, 3
inactive captives, 39 directly managed, 4 current-
ly in formation. Captive premium volume,
$229,000,000. Capital and surplus managed,
$111,000,000. No minimum size client.

Compensation: annual fee.

1999 gross revenue: 97.2% from fees
charged for captive management, 2.8% from
other services.

Officers: Claude Weber, senior vp; Stephane
Menant, vp; Danilo Giuliani, senior account man-
ager.

Contact: Claude Weber; claude.weber@
marshmc.com.

Marsh Management Services
(Singapore) Pte. Ud.
51 Bras Basah Road,
08-03 Plaza by the Park,
189554 Singapore;
65-336-8383; fax: 65-336-2409
Parent: Marsh & Mclennan Cos. Inc.

Direct services: captive feasibility studies;

, captive formation; government reporting; ac-

counting; computerized accounting; claims pro-
cessing, claims reserves analysis; loss control
services; loss forecasting; underwriting and

, ratemaking for captives.

Subcontracted services: online access to
claims data; managing underwriting facilities, ac-
tuarial studies; reinsurance brokered for captives;
reinsurance brokered to captives; investment
management; tax advice; legal advice; associa-

Officers: George McGhie, seniorvp: Bernard
Sze, vp.
Contact: George McGhie; george.mcghie@

marshmc.com.

Meadowbrook Risk
Management Ltd.

|1.C.B. Building, Roebuck St.,
Bridgetown, Barbados;
246-426-4684; fax: 246-426-4878
www.meadowbrook.com
Founded: 1992.
Parent: Meadowbrook Insurance Group Inc.
Direct services: captive feasibility studies;
captive formation, government. reporting; ac-
counting; computerized accounting; claims pro-
cessing; online access to claims date; claims re-
serves analysis; loss control services: actuarial
studies; loss forecasting; reinsurance brokered
for captives; reinsurance brokered to captives;
underwriting and ratemaking for capiives; asso-
ciation captive management.
Subcontracted services: tax advioe; legal ad-

vice; investmem management.

Stalf: 3 total, 1 professional.

Clients: 13 total captives: 8 active captives, 5
inactive captives. 13 directly managed. No mini-
mum size client

Compensation: annual fee, $25,000 mini-
mum, hourly.

1999 gross revenue: 100% from fees charged
for captive management.

Officers: Robert S. Cubbin, president; Diana
Gooding, mamaging director; William J. Lohmey-

3 er,CFO.

Contact: Diana Gooding.

Meadowbrook Risk
Management Ltd.

P.O. Box HM 2340,
Hamilton HM JX, Bermuda;
441-292-7569; fax: 441-292-3299
Founded: 1979.
Parent: Meadowbrook Insurance Group Inc.
Direct services: captive feasibility studies;
captive formation; government reporting; ac-
counting; computerized accounting; claims pro-
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cessing; claims reserves analysis; loss control
services; actuarial studies; loss forecasting; rein-
surance brokered for captives, reinsurance bro-
kered to captives; underwriting and ratemaking
for captives; investment management; associa-
tion captive management; rent-a-captive man-
agement.

Stat 4 total, 2 professionals.

Clients: 14 total captives: 11 active captives, 3
inactive captives, 14 directly managed. Captive
premium volume, $43,000,000. No minimum
size client

Compensation: annual fee, $15,000 mini-
mum.

1999 gross revenue: 100% from fees charged
for captive management.

Officers: Merton J. Segal, president Brian
Stephenson, vp/managing director; Jim Kelly, vp

Micoa Management Ltd.

Windsor Place, 18 Queen St.,
Third Floor, P.O. Box HM 2207,
Hamilton, Bermuda;
441-295-8495; fax: 441-292-1196

Risk Management Solutions

Founded: 1999.

Parent: Mutual Insurance Corp. of America.

Direct services: loss control services; actuari-
al studies; loss forecasting; captive feasibility
studies.

Subcontracted services: computerized ac-
counting; claims processing; claims reserves
analysis; managing underwriting facilities, rein-
surance brokered for captives; reinsurance bro-
kered to captives, underwriting and ratemaking
for captives; investment management; associa-
tion captive management: rent-a-captive man-
agement; captive formation, government report-
ing; accounting.

Clients: 1 total captive: 1 active captive, 1 sub-
contracted. No minimum size client.

Compensation: annual fee, hourly.

1999 gross revenue: 100% from fees charged
for captive management.

Contact: Andrew McComb, president; andym@
powerscourtbm.

Subcontracts for some captive management ser-
vices with Powerscourt Management Ltd.

five Janagement, fenka£apfive man

Clients: 29 total captives: 27 active captives, 2
' inactive captives, 29 directly managed, 1 current-
ly in formation. Captive premium volume,
$65,000,000. Capital and surplus managed,
$250,000,000. No minimum size client.
Compensation: annual fee, hourly.

*eaty & Facultative Reinsurance, Finite Risk & Financial Management Products

215.665.5000 - fax 215.665.5286 - www.pmare.com
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Continued from previous page Monkton Insurance Services Ltd.

Grand Pavilion Commercial Centre,
P 0 Box MP 11383,

Grand Cayman,

Cayman Islands, BWI,

345-945-9181, fax 345-945-6985
www monkton com

MIMS International (Barbados) Ud.

Chelston Park, Building 2,

Collymore Rock,

St Michael, Barbados,

246-426-6467, fax 246-429-8517

www sunbeach neUmims Founded 1997

Founded- 1986 Direct services. captive feasibilily studies, cap-
Direct services captive formation, govern- tive formation, government reporting, accounting,

ment reporting, accounting, computerized ac- computer,zed accounting, loss forecasting, re n-

counting, claims processing, claims reserves surance brokered for captives, association captive

analysts, rensurance brokered for captives, un- management, rent-a-captive management

Staft 2 total, 1 professional

Clients 4 total captives 4 active captives, 4 di-

derwnting and ratemaking for captives
Stall 5 total, 3 professionals
Clients 20 total captives 20 active captives, rectly managed, 2 currently in formation Captive

Compensation annual fee
Omcers. Robert Muldeng, president

Founded 1989

lor captive management, 40% from other ser-

Direct services captive feasibility studie;, vices

Contact Caroline Kemp-Courtis, ccoums@ captive formation, accounting, computerized A-

sunbeach net

Mutual Risk Management
(Cayinan) Ltd.

Genesis Building, Second Floor,
P 0 Box 1363,
Grand Cayman,
Cayman Islands, BWI,
345-949-7966, fax 345-949-8068
www accessmrm com

Founded 1982

Parent Mutual Risk Management Ltd

Direct services captive feasibility studies,

20 directly managed, 3 currently in formation premium volume, $11,500.000 Capital and sur- captive formation, government reporting, ac-

Captive premium volume, $469,000,000 Capital plus managed, $6,500,000 No minimum size
and surplus managed, $344,000,000 No mini- client
mum size client Compensation annual fee, hourly

Contact Martin R Hole, president Oll,cers Dav,d Self, pres,dent

Contact monkton@candw ky

Directory listings are explained on page 62 . )

Mutual Risk Captive Group Ltd.
44 Church St ,PO Box HM 2064,
Hamilton HM HX, Bermuda,
441-295-5688, fax 441-295-3038
www mrm bm

Founded 1977

IBU, 'Inc
, .
Infermed:ar:cs & Reinsurance Underunre. Assarion

Parent. Mutual Risk Management Ltd

Direct semices captive feasibil,ty stud es,
The World's Lagest

captive formation, government reporting, ac-
Reinsurance Assoctation

counting, computerized accounting. managing
v underwriting facilities, loss forecasting, reinsur-
ance brokered for captives, underwriting and
. ratemaking for captwes, investment manage-
Thanks to our Sprlng ment, association captive management, rent-a-
captive management

Stall 175 total, 10 professionals

Conference Speakers

Keynote Clients. 50 total captives 39 active captives,

Max Taylor 11 inactive captives, 50 directly managed, 1 cur-
Uoyd's . . . .

rently in formation Captive premium volume,

Cz=zrD $230,000,000 Capital and surplus managed,

$360,000,000 No minimum size diett
General Session Speakers
Incke Burt al, $135 to $255, clencal, $75 to $100
Flonda State Senator
Edd Erickson
Signet Smr Rem,wrance Company
Claude l.llly

Belk College, Univers:ty of Nonli Carotina

Kevin B Oates, Jr.
Fells Road Gmup

fees charged for captive management
Officers C Simon Scupham, non-executive

M Alexander, senior vp

Mutual Risk Management
(Barbados) Ud.

The Business Centre, Upton Road,
St Michael, Barbados,
246-436-5887, fax 246-427-5328
Founded- 1986

Tim Richison

Cal,fornt,7 [artliqunke Auttionty

=nm

See You in the Fall
The American Club, Kohler, WI

October 13 17,2000 Parent- Mutual Risk Management Ud

cCc="D Direct services. captive format on, govern-

ment reporting, accounting, computerized ac-

IRU, Inc counting

971 Rmite 202 North + Branchburg, New Jersey 08876
Phone 908 203 0211 - Fwimile 908 203 0213

Staff- 1 total, 1 professional

E Mail 18 at ino@irul.com Clients 6 total captives 6 active captives Cap-

or Register Online at wv iria.com

tive premium volume, $54,000,000 Capital and
surplus managed, $86,000,000 No minimum
size client

BUS| ness 4 Subscription
INnsurcn€e Service

www . businessinsurance.com

New Subscriptions
You can now subscribe to our publication over the Web
Simply fill out our subscnption form
and we will get your first issue to you right away

Moving? Change of address? New job?
If you're leaving your current location, make sure you don t leave
behind the late-breaking, agenda-setting news
that helps you stay on top of your business
You can change your information with us online, immediately

Billing or renewal inquiry?
Verify your subscription details or pay an Invoice
If you receive a notice from us after you have paid,
it ts likely due to correspondence crossing in the mail
However, if you receive a second notice after you have paid,
contact us and include a copy of both sides of your canceled check

For more information about a subscription,
please contact the customer service department at

1-888-446-1422

www . businessinsurance.com

counting, computerized accounting, reinsurance
brokered for captives, association captive man-
agement, rent-a-captive management

Subcontracted services claims processing,
loss control services, actuanal studies, invest-
ment management, tax advice, legal advice

Stall 10 total, 6 professionals

Clients 50 total captives 38 active captives,
12 inactive captives, 50 directly managed, 8 cur-
rently m formation Captive premium volume,
$92,000,000

Compensation annual fee

Officers Peter MacKay, chairman/CEO/direc-
tor, John Peterson, president/COO, Robert Mui-
deng, director

Contact Peter MacKay, John Peterson

Mutual Risk Management
(Vermont) Ltd.

102 S Winooski Ave,PO Box 730,
Burlington, Vt 05602-0730,
802-860-1717, fax 802-864-2533
www accessmrm com

Founded. 1994

Parent Mutual Risk Management Ud

Direct services captive feasibility studies,

Officers Michael Murphy, principal consul-

counting, claims processing, claims reserves tant, Sherlyn Farrell, senior consultant, Richard

analysis, loss forecasting, reinsurance brokered
for captives, le Jal advice, rent-a-captive manag 3-
ment

Staff 3 total, 3 professionals

Clients- 1 total captive 1 active captive, 1 ci
rectly managed, 1 currently in formation

Compensation annual fee, commissions,
hourly

Oflicers Jean-Francois Gelot, Francoise Gelot,
managing directors, Rosemary Le Messurier,
manager/company secretary

PXRE Managing Agency Ltd.
40 Lime St
London, EC3M 7AW, England,
44-207-663-0800,
fax 44-207-663-0811
WWWwW pxregroup com
Founded 1996
Parent PXRE Group Ltd
Direct services captive feasibility studies,
captive formation, government reporting, ac-

°o|ing, consultant
Contact Michael Murphy, mmurphy@

Iskcap com

Risk Senrices (Bermuda) Ltd.

Armoury Building, 37 Reid St,
Second Floor,
Hamilton HM BX, Bermuda,
441-295-8441, fax 441-292-1210
Founded 1997
Direct services captive formation, govern-
ment reporting, accounting, computerized ac-
counting, reinsurance brokered for captives, le
gal advice, association captive management,
rent-a-captive management
Subcontracted services captive feasibility
studies, actuanal studies, Investment manage-
ment, tax advice
Staff 3 total, 2 professionals
Clients 5 total captives 5 active captives, 5 di-
rectly managed, 2 currently in formation No min-
Imum size client
Compensation annual fee, commissions
1999 gross revenue 90% from fees charged
for captive management, 10% from commis-
sions charged for brokering insurance and/or
reinsurance

Officers G Wayne Harris, chairman, Michael

counting, computerized accounting, claims Iro- T Rogers, president, Jon Harkavy, vp

cessing, online access to claims data, claims re-
serves analysts, managing underwriting facilites,
underwnting and ratemaking for captives

Subcontracted services reinsurance brokered
for captives, reinsurance brokered to captives in-
vestment maiagement

Staff 10 total, 8 professionals

Clients 1 total captive 1 active captive, 1 di-
rectly managed Captive premium volume,
$40,000,000 Minimum size client, $5,000,000

Compensation annual fee, hourly

Contact Michael T Rogers, 802-223-2200

Risk Services (Hawaii) Ltd.
900 Fort Street Mall, Suite 500,
Honolulu, Hawaii 96813,
808-540-3314, fax 808-540-3334
Founded 1998
Direct services captive formation, govern-

ment reporting, accounting, computerized ac-
cointing, reinsurance brokered for captives, rein-

Officers Paul Archard, managing direc'or, surance brokered to captives, legal advice, asso-

counting, computerized accounting, reinsurance er, Mike Walton, services director, Mitch Dow.en,

agement, rent-a-captive management
Subcontracted services claims processing,

chairman, Robert A Muldeng, president, Colin loss control services, actuarial studies, invest-

ment management, tax advice, legal advice
Clients 3 total captives 3 active captives, 3 sub-
contracted Captive premium volume, $18,500,000
Compensation annual fee
Ofticers Robert Muldeng, director, Peter
MacKay
Contact Peter MacKay, pmackay@candw ky
Subcontracts for some captive management ser-
wces with SB&T Captive Management Co

Richard Olive,

International Pte. Ud.

78 Shenton Way, Suite 23-01,
079120 Singapore,
65-221-8561, fax 65-221-8569
www nchardollver com
Founded 1989
Parent Willis Group Ud
Direct services captive feasibility studies,
captive formation, government reporting, ac-

serves analysis, loss control services, loss fore-

derwnting and ratemaking for captives, invest-
ment management

ing, accounting, claims processing

Stall 7 total, 4 professionals

Clients. 3 total captives 2 active captives, 1 in-
active captive, 2 directly managed, 1 subcon-
tracted Captive premium volume, $4,000,000
Capital and surplus managed, $22 000,000 Min-
imum size client, $1,000,000

Compensation annual fee, $25,000 mmi-
mum, hourly

1999 gross revenue 42% from fees charged
for captive management, 58% from other services

Officers A Pellen, CEO, G Edwards, director-
risk transfer, Ng Hwee Hong, divisional director-
nsk management services

Subcontracts for some captive management ser-
vices with Wills Management (Guernsey) Ltd

Optimum Risk Research
(International) Ltd.
Continental House 28 Comet St,
P 0 Box 627
St Peter Port, Guernsey GY1 4PP,
Channel Islands,
44-148-1724212, fax 44-148-172-0400
www optimumnskresearch com

1999 gross revenue $4,500,000 100% from brokered for captives, association captive man- operations manager

Compensation annual fee, hourly profession. captive formation, government reporting, ac- Alastair Rodger, business development mamg- clation captive management

Subcontracted services captive feasibility
studies, actuanal studies, investment manage-

Contact Alastair Rodger, alastair_rodger@ ment, tax advice

pxre com

Powerscourt Management Ltd.

Windsor Place, 18 Queen St,
Hamilten HM 11, Bermuda,
441-295-8495,fax 441-292-1196
www powerscourt bm

Founded 1984

Parent The Powerscourt Group Ltd

Direct services captive feasibility stuctes,

captive formation, government reporting, ac-

Staff 3 total, 2 professionals

Clients 1 total captive 1 active captive, 1 di-
rectly managed, 1 currently In formation Captive
premium volume, $1,932,303 Capital and sur-
plus managed, $1,898,096 No minimum size
client

Compensation annual fee, commissions

1999 gross revenue 90% from fees charged
for captive management, 10% from commis-
sions charged for brokering insurance and/or
reinsurance

Officers G Wayne Harris, chairman, Michael

counting, computerized accounting, claims re- T Rogers, president, Joseph Hu, vp

serves analysis, managing underwriting facilities,
loss forecasting, reinsurance brokered for :ap-
tives, remsurance brokered to captives, associa-
tion captive management, rent-a-captive nan-
agement, investment management

Subcontracted services claims processing,
underwnting and ratemaking for captives

Stall 12 total, 8 professionals

Clients 32 total captives 28 active captiv35,4

Contact Michael T Rogers, 802-223-2200

Risk Semices-Nevada Inc.

2200 S Rancho Ave, Suite 220,

Las Vegas, Nev 89102,

702-678-6868, fax 702-678-6677
Founded. 1998

Direct services. captive formation, govern-

inactive captives, 32 directly managed, 2 curent- ment reporting, accounting, computenzed ac-
ly m formation Captive premium volume, counting, reinsurance brokered for captives, rein-
$112,915,000 Capital and surplus managed, surance brokered to captives, legal advice

$133,585,000 No minimum size client
Compensation annual fee, hourly

Subcontracted services captive feasibility
studies, actuanal studies, investment manage-

1999 gross revenue 95% from fees charged ment, tax advice
counting, computerized accounting, claims pro- for captive management, 5% from other ser-
cessing, online access to claims data, claims re- vices

Staff 12 total, 4 professionals
Clients 1 total captive 1 active captive, 1 di-

Officers Andrew McComb, president/,EO, rectly managed, 1 currently in formation
casting, reinsurance brokered for captives, un- Steven Western, senior vp/COO

Contact Andrew McComb, andym@pcwer-

Compensation annual fee, commissions
1999 gross revenue 90% from fees charged

scourt bm, Steven Western, stevew@pcwer- for captive management, 10% from comms-
Subcontracted services- government report- scourt bm

RiskCap

1655 Lafayette St , Suite 200,
Denver, Colo 80218,
303-388-5688, fax 303-388-5585
www riskcap com
Founded. 1976
Direct semices captive feasibility studies,
captive formation, government reporting, ac-
counting, computerized accounting, claims pro-
cessing, online access to claims data, dains re-
serves analysis, managing underwriting fadmes,
loss forecasting, reinsurance brokered fo cap-
tives, rem:urance brokered to captives, inder-
writing an j ratemaking for captwes, association
captive management, rent-a-captive manage-
ment
Compensation annual fee, hourly profession-
al, $175 to $200, clerical, $35
1999 gross revenue. 60% from fees ct,arged

sions charged for brokering insurance and/or
reinsurance

Officers G Wayne Harris, chairman, Michael
T Rogers, president, Jon Harkavy, vp

Contact Michael T Rogers, 802-223-2200

@

SB&T Captive Management Co.

102 S Wmoosk,Ave,PO Box 730,
Burlington, Vt 05402-0730,
802-863-5774, fax 802-658-6191
www sbtinsurance com
Founded 1982
Parent Smith, Bell & Thompson Inc
Direct services captive formation, government
reporting, accounting, computerized accounting,
claims processing, claims reserves analysis, rein-
surance brokered for captives, underwriting and
ratemaking for captives, tax advice, association
captive management, loss control services

Continued on next page
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Stall 8 total, 7 professionals
Clients 15 total captives 15 active capt,ves, 15
directly managed Captive premium volume,

$122,662,560 Capital and surplus managed,
$248,315,827

Compensation annual fee, hourly

Officers Roger D Tee, president/CEO, Bradley
D Matulonis, vp/CFO, William D Thompson, senior
VP

Sartor Resou,ces Ud.

report

SINSER (Europe) S.A.

11 Rue Beaumont,
LU-1219, Luxembourg,
352-223-422-310, fax 352-470251
www sinser Com
Founded 1983
Parent SINSER Holding AB
Direct services captive feasibility studies,
captive krmation, government reporting, ac-
counting, computerized accounting, claims pro-

SINSER (Guemsey) Ltd.

Dixcart House, Sir William Place,
Third Floor, P 0 Box 14,

St Peter Port, Guernsey GYI 3AQ,
Channel Islands,

44-1481-710-502 fax 44-1481-710-524
www sinser com

Founded 1992

Parenl SINSER Holding AB

Dired semices. captive feasibility studies, captive

DU¢,6/6666 inJdUrallte, 1Vidy 1, ZUUU / 43

Contact Callum Beaton, SINSER Holding AB, charged for captive management

phone 46-8-614-17-00,fax 46-8-678-18-00 Grev Officers Michael Walsh, general manager,
Turegatan 92Ir, Stockholm SE-11446, Sweden Aidan Pyke, business development

Contact Michael Walsh, michael walsh@

sinserle

SINSER (Ireland) Ltd.

12/13 Exchange Place,

Third Floor, IFSC,

Dublin 1, Ireland,

353-1-612-6500, fax 353-1-612-6599

www sinser com

SINSER (Isle of Man) Ltd.

Highbury House, 3 Parliament Square,
Castletown IM9 1 LA, Isle of Man,
44-162-482-5399,

Founded 1989 fax 44-162-482-5309

cessing, claims reserves analysis, loss forecast- fomlation, government repomng, accounting, com-
ing, reinsurance brokered for captives, reinsur- putenzed accounting, claims pecessing, underwnt-

St Georges House, St Georges Place, ance brokered to captlves, underwriting and ing and ratemalang oreaptwes

St Peter Port, Guernsey GY1 2BH,
Channel Islands,

44-148-171-4792, fax 44-148-171-5071 management

www sartor-guernsey com
Founded 1989
Directsemces capt,ve feasibilitystudies, captive
formation, government reporting, accounting, com-

ratemaking for captives, tax advice, legal advice, Subcontracted services ensurance brokered
association captive management, rent-a-captive for captives, reinsurance brokered to captives, tax
advice, legal advice

Subcontracted se,vices actuanal studies, invest-
ment management

Stall 7 5 total, 6 professionals

Staff 8 total, 8 professionals
Clients. 23 total captives 20 actrie capuves, 3 in-

active captives, 23 directly managed No minimum
Cl,ents 17 total captives 16 active capt,ves, | in- size cliert

active captive, 17 directly managed

putenzed accounting, claims processing, managing
underwriting facilities, reinsurance brokered for cap-
twes, undenunting and ratemaking for captives, as-
sociation captive management, rent-a-captive man-
agement

Subcontracted services claims processing, loss
control services

Staff 5 total, 3 professionals

Clients. 5 total captives 4 act,ve capt,ves, 1 inac-
tive captive, 5 directly managed, 2 currently in for-
mation No minimum size dient

Compensation annual fee, commissions, hourly

Officers- Roger Taylor, managing director,
George Freeman

Contact Roger Taylor, roger@sartor__
guernsey com

SINSER A.B.

Grev Turegatan 9,2tr Stockholm,
SE-114 46, Sweden,
46-8-614-17-00, fax 46-8-678-18-00
www sinser com
Founded: 1983
Parent SINSER Holding AB
Directse,vices. captive feasibilKy studies, capt,ve
formation, government reporting, accounting, com-
putenzed accounting, clalms reserves analysis, actu—

anal studies, loss forecasting, association capt|ve

managemen
Staff 11 total, 9 professionals
Clients 18 total captives 18 active captives, 18
directly managed No minimum see dient
Compensation. annual fee, hourly
Contact Hanse Ringstrom, hanse nngstrom@

siriserse

SINSER (Asia) Pte. Ud.
Suntec Citv Tower, Vesta Fors,knng WS,
8 Temasek Blvd ,
038988 Singapore,
65-333-8511,fax 65-333-8711
www sinser com
Founded 1989
rem SINSER Holding
formation, government reporting, accounting, com-
putenzed accounting, clalms processing, onlineac- ,
cess to claims data, claims reserves analysis, actu-
anal studies, loss forecashng, underwnt,ng and
ratemaking for capt,ves, investment management
Clients- 1 total captive 1 active captive, 1 directly
managed No minimum see dient
Compensation annual fee
Officers Gert Rosenberg, Tommy Rydberg
Contact: SINSER Holding AB, phone 46-8-614-
17-00, fax 46-8-678-18-00, Grev Turegatan 92Ir,
Stockholm SE-11446, Sweden

SINSER (Denmark)

Stamholmen 161, DK-2650,
Hvidovre, Denmark,
45-3687-4693, fax 45-3687-4694
www sinser com
Founded 1992
Parent SINSER Holding A B
Directsennces. captive feasibilm,studies, captive
formation, government reporting, accounting, com-
putenzed accounting, claims processing, claims re-
serves analysis, actuanal studies, loss forecasting,
investment management tax advice, rent-a-captive
management
Statl. 3 total, 3 professionals
Clients 4 total captives 4 acbve captives,4 direct-
ly managed, Captive premium volume, $57,000,000
Capital and surplus managed, $13,000,000 No min-
imum size client
Compensation annual fee, commissions, hourly
1999 gross revenue $320,000 65% from fees
charged for captive management, 35% from other
Contact: Nikolas Boysen, branch manager, niko-
las boysen@sinser dk

The Spotlight Report on captive insur-
ers begins on page 3

Irect semces. cap?vefeasibiIitystudies,

Officers Charles Besnehard, managing director,
Malte Lambillon, manager

: 't°/ 4{r
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captive'!" " .
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Compensation annual fee, hourly
Officers Callum Beaton, managing director, Steve

Denning. financial controller

"f.3,>,

e v

PH.

Trust

Parent SINSER Holding AB

Direct services capt,ve feasibilm,studies, captive
formation, government reporting, accounting, com-
putenzed accounting, claims processing, claims re-
serves analysis, loss forecasting, reinsurance bro-
kered for captives, reinsurance brokered to captives,
underwriting and ratemaking for captives, tax ad-
vice, legal advice, association captive management

Stat! 9 professionals

Clients 16total captives 16 active captives, 16

www sinser com

Founded 1995

Parent SINSER Holding AB

Direct services. captive feasibility studies, cap-
tive formation, government reporting, accounting,
computenzed accounting, claims reserves analy-
sis, actuanal studies, loss forecasting, investment
management, tax advice, legal advice

Clients 2 total captives 2 active captives No
minimum size client

directly managed No minimum size dient
Compensation annual fee, $32,000 minimum
1999 gross revenue $890,000 100% from fees

Compensation annual fee, hourly

Continued on next page

b

. --1, di,

1 4

is not being afraid even if you're vulnerable

Js there someone who understands how hightening a situation can be i Someone who

believes fear can be dismantled when we are armed with confldencei Is there an insurance

company that is consistently rated supenor by mdependent rating services - a company

with a 146 year history ofproviding strength m the face of uncertainty i Without Question

Without Question: 1lle StRaul

Property and Liability insurance

For more,nformation contact your independent murance agent or broker orusit www stpaul com
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Founded 1998
Parent SINSER Holding AB
Direct services captive feasibiltty studies, cap-

Continued from previous page

Contact David Brown

tive formation, government reporting, accountlrg,
computenzed accounting, claims processing, on-

SINSER (Luxembourg) S.A.R.L.
P O Box 593

L-2015, Luxembourg,
352-223-4221, fax 352-470-250

www sinser com

line access to claims data, association captive
management, rent-a-captive management
Subcontracted services loss control se-vices,
managing underwnting fadmes, actuanal studies,
loss forecasting, reinsurance brokered for captives,
Founded 1984
Parent. SINSER Holding A B ratemaking for cal*lves, Investment management,
Direct sen,ices captive feasibility studes, cap- tax advice, legal advice, claims reserves analvsis
tive formation, government reporting, accourting,

reinsurance brokered to capt,ves, underwrmng and

Staft 3 total, 3 professionals
computerized accounting, online access to claims Clients 3 total captives 3 active captives, 3 di-
data, actuanal studies, rent-a-captive management, rectly managed No minimum size client
claims processing Compensation annual fee, hourly
Subcontracted services claims reserves analy- Contact Thomas Tronsgaard, branch manage-,
sts, loss control services, managing underwnting SINSER Holding AB, 46-86414-1700 Grev Ture-
facilmes, loss forecasting, minsurance brokered for gatan 92Ir, Stockholm SE-114 46, Sweden
captives, reinsurance brokered to captives, under-
writing and ratemaking for captives, investment
) . Skandia International
management, tax advice, legal advice
Stall 15 total, 12 professionals Risk Management Ltd.
Clients 44 total captives 43 active captives, 1
inactive captive, 44 directly managed Captive pre-
mium volume, $300,000,000 Capital and surplus
managed, $575,000,000 No minimum size client
Compensation annual fee
1999 gross revenue $2,000,000 100% from
fees charged for captive management

Officers Tony Nordblad, managing director,

Skandia International House, 16
Church St ,PO Box HM 2062
Hamilton HM HX, Bermuda,
441-295-2185, fax 441-292-1143
www sinser com

Founded 1979

Parent- SINSER Holding A B

Clare Hargreaves, senior manager

Staff 16 total, 9 professionals

Clients 82 total captives 82 active captives, 82
directly managed, 1 currently in formatton Capt,ve
premium volume, $475,000,000

Compensation annual fee, commissions,
hourly

Officers Nicholas S Dove, president, Robert J
Rosser, Adnan Lee-Eme,y, senior vps

Contact Nicholas S Dove, sinsef@sinser bm

Skandia International Risk

Management (Vennont) Inc.

346 Shelbume Road, P 0 Box 64649

Burlington, Vt 05406,
802-658-1474, fax 802-658-0692

Founded 1986

Parent SINSER Holding AB

Direct semices captive feasibility studies, cap-
tive formation, government reporting, accounling,
computerized accounting, claims processing, as-
sociation captive management, rent-a-captive
management

Subcontracted services actuanal studies, oss
forecasting, underwriting and ratemaking for cap-
tives, investment management

Stall 6 total, 4 professionals

Sogecore
68, Route de Treves
Senningerberg, 2633, Luxembourg,
352-34-68661, fax 352-34-6840
WwWw sogecore com
Founded 1987

Parent Sogecore Group
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Symphony Management Ltd.
P O Box HM 1538
Hamilton HM FX, Bermuda,
441-295-2447, fax 441-292-0511
Founded 1991

Direct services captive feasibility studies, cap-

tive formation, government reporting, accounting,

computenzed accounting, claims processing, man-

Direct services captive feasibility studies cap- aging underwriting facilmes, reinsurance brokered

tive formation, government reporting, account,ng, for captives, association captive management,

computerized accounting, claims reserves.inaly- rent-a-captive management

sis, actuanal studies, loss forecasting, reins,rance
brokered for captives, underwriang and rate mak-
ing for captives, association captive managenent
Stall 19 total, 19 professionals
Clients 54 total captives 54 active captives
011,cers Jean Thilly, CEO, Gilles Coremans

Sogecore A.G.
Genferstrasse 23
Zunch, 8027, Switzerland,
41-1-202-0112, fax 41-1-202-01-2
Founded 1994
Parent Sogecore Group
Direct services captive feasibility studies, cap-
tive formation, government reporting, accolnting,

computenzed accounting, claims reserves analy-

Clients 20 total captives 18 active captives, 2 sis, actuanalstudies, loss forecasting, reinsirance
inactive captives, 20 directly managed, 2 currently brokered for captives, underwnting and ratemak-
in formation Captive prem um volume, ing for captives, association captive management

Directservices captive formatton, government $101,099,300 Capital and surplus managed,

reporting, accounting, computerized accounting, $94,576,478 No minimum size client

claims processing, claims reserves analysis, loss

SINSER (Norway)

P 0 Box 497,
Lysaker, NO-1327, Norway,
47-67-83-2960, fax 47-67-83-2961

www sinser com

forecasting, reinsurance brokered for captives,

management

Compensation annual fee

reinsurance brokered to capt,ves, underwriting and for captive management

ratemaking for captives, investment managemen-, Officers George A Chaffee, president, Patricia Sogecore France
association captive management, rent-a-captive L Henderson, senior vp/treasurer/secretary, David

M Boardman, vp

Asset Management Private Equity Mortgage Loan & Reat Estate Insurance Research Asset Management Private .m
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Staft 1 total, 1 professional
Clients 2 total captives 2 active captives

Stall 8 total, 6 professionals

Clients 23 total captives 19 active captives, 4
inactive captives, 23 directly managed Captive pre-
mium volume, $132,000,000 Capital and surplus
managed, $315,000,000 No minimum size client

Compensation annual fee, commissions,
houtly professional, $100 to $300, clencal, $75

Contact John G Neal, president, lohnnaeal@

IN bm

W.A. Tan & Co. Ltd.

P 0 Box HM 2210,

Hamilton HM JX, Bermuda,
441-295-8495, fax 441-292-1196
Founded 1982

Direct services captive feasibility studies, rein-

Oacers Jean Thilly, CEO, Rubo Schilling, Gilles surance brokered for captives, reinsurance bro-
1999 gross revenue 100% from fees charged Coresman

11 Ave Delcame
Paris, 75008, France,
33-1-45-614705, fax 33-1-45-614706
Founded 1997
Parent Sogecore Group
Direct services captive feasibility studies cap-
tive formation, government reporting, accouiting,
computerized accounting, claims reserves E naly-
sis, actuarial studies, loss forecasting, reinsirance

kered to captives, underwriting and ratemaking for
captives

Subcontracted services captive formation, gov-
ernment repotting, accounting, computenzed ac-
counting, association captive management, rent-a-
captive management

Stafl 2 total, 1 professional

Compensation annual fee, hourly

Officers W Allen Taft, president, Richard Goff,
executive vp

Contact W Allen Taft, 441-295-7568, Richard
Goff, 410-296-1500

Subcontracts for some captive management ser-

brokered for captives, underwriting and ratemak- vices with Powerscourt Management LM

Ing for captives, association captive management
Staff 1 total, 1 professional
Clients 1 total captive 1 active capbve
Officers Jean Thilly, CEO, Gilles Coremans

Sogecore Ireland Ud.
213 Exchange Place IFSC
Dublin 1, Ireland,
353-1-670-1340, fax 353-1-670-1342
Founded 1989
Parent Sogecore Group
Direct sennces captive feasibility studies cap-

Tate & Lyle Management
& Finance Ltd.

Jardine House, 33-35 Reid St,
P 0 Box HM 337,
Hamilton HM BX, Bermuda,
441-295-9911, fax 441-292-6139
Founded 1979
Parent Tate & Lyle PLC
Direct services captive formation, government
reporting, accounting, computenzed accounting,
claims processing, online access to claims data,

tive formation, government reporting, comruter- claims reserves anasis, actuanal studies, loss fore-

ized accounting, claims reselves analysis, actianal

casting, reinsurance brokered for capt,ves, reinsur-

studies, loss forecasting, reinsurance brokerpdfor ance brokered to captives, underwnting and
captives, underwnting and ratemaking for captives, Iatemsaking for captives, investment management

association captive management
Siall 1 total, 1 professional
Clients 2 total captives 2 active captives

taff 4 total, 3 professionals
Clients 6 total captives 5 active captives, 1 in-
active captive, 6 directly managed, 6 currently In for-

Officers Jean Thilly, CEO, Gilles Corenans, mation Captive premium volume, $34,709,000

John Prosser
Subcontracts for some captive managemert ser-
vices with FBD Captive Management Ltd

Sogecore Ltd.-Bermuda

Craig Appln House, 8 Wesley St ,
P O Box HM 1064
Hamilton HM EX, Bermuda,
441-296-2131, fax 441-292-6763
Founded 1997
Parent Sogecore Group
Directservices captive feasibility studies cap-
tive formation, government reporting, accounting,
computerized accounting, claims reserves analy-
sis, actuanal studies, loss forecasting, undeiriting
and ratemaking for captives, association c*ive
management
Staff 1 total, 1 professional
Clients 1 total captive
Officers Jean Thilly, CEO, Gilles Coremans,
D NT Forsythe
Subcontlads forsome capt,ve management sevices
wa bbeg International Management(Bemiuda) .td

Sogecore Management Ud. Jersey

Capital and surplus managed, ${43,5é6,000 No
minimum size client

Compensation annual fee, $25,000 minimum

1999 gross revenue $715,000 71 4% from fees
charged for captive management, 96% from com-
missions charged for brokering insurance and/or
reinsurance, 19% from other services

Officers James A Kemp, managing director,
Dermot P Caslin, CFO, Georgi C Barbosa, controller

Contact James A Kemp

Towner Risk Management Ltd.
Second St, Holetown,
St James, Barbados,
246-432-4000, fax 246-432-4004
www towner-group com
Founded 1986
Parent Towner Management Group Inc
Directservices capt,ve feasibilitystudies, captive
formation, government reporting, computerized ac-
counting, claims processing, reinsurance brokered
for captives, reinsurance brokered to capbves, asso-
ciatton captive management rent-a-captive manage-
ment
Staff 9 total, 3 professionals
Clients 13 total captives 10 acbve captives, 3 in-

2 Bntannia Place, Bath St, St He ier, active captives, Captive premium volume,

Jersey JE2 4SU, Channel Islands,

$198,000,000 Capital and surplus managed,

44-1534-22512, fax 44-1534-21560 $50,000,000 No minimum size client

Founded 1996
Parent Sogecore Group

Compensation annual fee, commissions, hourly
OHlcers Christopher Towner, chairman, Chris

Direct se,vices captive feasibility studies: cap- Evans, president, Ricardo Knight, vp-client services

tive formation, government reporting, accounting,

Contact Chris Evans, chns-evans@towner-

computenzed accounting, claims reserves a-ialy- group com

sts, actuanal studies, loss forecasting, reinsurance
brokered for captives, underwnting and rate -nak-
ing for captives, association captive managetrent
Staff 2 total, 2 professionals
Clients 2 total cal*lves 2 active captives
Officers Jean Thilly, CEO, Gilles Coremans Col-

in Carter

Triesco Insurance Se,vices

P 0 Box 809,

Tustin, Calif 92781,

714-258-4410, fax 714-258-4414
Founded 1993

Continued on next page
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Direct services: captive feasibility studies;
captive formation; government reporting; ac-
counting; computerized accounting; claims re-
serves analysis; managing underwriting facilities;
loss forecasting.

Stat 3 total, 2 professionals.

Clients: 2 total captives: 2 active captives, 2 di-
rectly managed. Captive premium volume,
$4,300,000. Capital and surplus managed,
$6,000,000. No minimum size client.

Compensation: annual fee, hourly.

1999 gross ,evenue: $125,000. 80% from
fees charged for captive management, 20% from
other services.

Officers: Christi Guardiola, president; Rod L.
Millar, CFO.

Contact: Rod L. Millar.

TRISTAR Risk Management

6133 Bristol Parkway, Suite 300,
Culver City, Calif. 90230;
310-342-0500; fax: 310-342-0503
www.tristarrisk.com

Founded: 1987.

Parent: Sierra Land Inc.

Direct services: captive feasibility studies;
captive formation; accounting; computerized ac-
counting; claims processing; online access to
claims data; claims reserves analysis; loss con-
trol services; managing underwriting facilities;
reinsurance brokered for captives; reinsurance
brokered to captives; underwriting and ratemak-
ing for captives; investment management; asso-
ciation captive management; rent-a-captive man-
agement.

Stall: 15 total, 11 professionals.

Clients: 5 total captives: 3 active captives, 2 in-
active captives, 5 directly managed. Captive pre-
mium volume, $125,000,000. Capital and sur-
plus managed, $75,000,000. Minimum size
client, $1,000,000.

Compensation: annual fee, commissions;
hourly: professional, $65 to $200; clerical, $25 to
$50.

1999 gross revenue: $10,000,000.10% from
fees charged for captive management, 35% from
commissions charged for brokering insurance
and/or reinsurance, 55% from other services.

Officers: Tom Veal, president; Kevin Burke,
Russ O'Donnell, Denise Cotter, vps

Uni-Ter International
Management Ltd.

Windsor Place 18 Queen St,
Hamilton HM 11, Bermuda;
441-295-8495; fax: 441-292-1196

Founded: 1997.

Parent: U.S. Re Holdings Ltd.

Direct services: captive feasibility studies;
reinsurance brokered for captives; reinsurance
brokered to captives.

Subcontracted services: captive formation;
government reporting; accounting; computerized
accounting; claims processing; claims reserves
analysis; actuarial studies; loss forecasting; un-
derwriting and ratemaking for captives; invest-
ment managemert; tax advice; legal advice; rent-
a-captive management.

Clients: 1 total captive: 1 active captive, 1 sub-
contracted.

Compensation- annual fee, commissions;
hourly.

Officers: Tai Piccione, chairman; Joseph Fe-
dor, deputy chairman; Bala Nadarajah, secretary.

Subcontracts for some captive management ser-
vices with Powerscourt Management Ltd.

USA Offshore Management Ltd.

The Phoenix Building, 2 Reid St.,
P.O. Box HM 1838

Hamilton HM HX, Bermuda;
441-295-3952; fax: 441-295-3982

Founded: 1997.

Direct services: captive formation.

Subcontracted services: accounting.

Clients: 3 total captives: 3 active captives, 3 di-
rectly managed. Captive premium volume,
$8,977,878. Capital and surplus managed,
$20,618,033. No minimum size client.

Compensation: annual fee.

1999 gross revenue: 100% from fees charged
for captive management.

Oilicers: H. Lincoln Miller Jr., president; Gary
Osborne, vp; Andrew Sargeant, treasurer.

Contact: Gary Osborne, gosborne@
usarisk.com.

Subcontracts for some captive management ser-
vices w#h Ttiang/e /nsurance Management Bermuda.

@

Vemont Insurance Management
Inc./USA Risk Group
P.O. Box 306
Montpelier, Vt. 05601;

800-872-7475; fax: 802-229-6280
www.usarisk.com

Founded: 1980.

Direct services: captive formation; accounting;
reinsurance brokered for captives, reinsurance bro-
kernel to captives; association captive management.

Stall. 13 total, 5 professionals.

Clients: 30 total captives: 30 active captives, 30
directly managed. Captive premium volume,
$189,905,625. Capital and surplus managed,
$436,805,665. No minimum size dient

Compensation: annual fee, commissions.

1999 gross revenue: 90% from fees charged for
captive management, 10% from commissions
charged for brokering insurance and/or reinsurance.

Officers: H. Uncoln Miller Jr., chairman; Andrew
Sargeant, president

Includes one captive domiched in Tennessee and
29 in Vermont The premium volume is $22,530,987
in Tennessee and $167,374,728 in Vermont.

Vennont Risk Semices Inc.

P.O. Box 2100,
Montpelier, Vt. 05601;
802-223-2200; fax: 802-223-3911

Founded: 1997.

Direct services: captive formation; govern-
ment reporting; accounting; computerized ac-
counting; reinsurance brokered for captives; re n-
surance brokered to captives; legal advice; asso-
ciation captive management.

Subcontracted services: captive feasibility
studies; actuarial studias; investment manage-
ment; tax advice.

Stall: 5 total, 4 professionals.

Clients:. No minimum size client.

Compensation: annual fee, commissions.

1999 gross re:*:nue: 90% from fees charged
for captive management, 10% from commis-

DUS 67666-6 1766-U/U/CCe, 1Viay 1, ZUUU /di

sions charged for brokering insurance and/or
reinsurance.

Officers: Daniel E. George, presidenVprincipal;
Charles Halstead-Johnson, treasuredprincipal;
Pamela R. Roy, secretaly/principal.

Welbeck Management Ud.

504 International Centre,

Bermudiana Road, P.O. Box HM 2446,
Hamilton HM JX, Bermuda;
441-295-2240; fax: 441-295-2269

Founded: 1988.

Direct services: captive formation; govern-
ment reporting; accounting; computerized ac-
counting; claims processing; investment man-
agement.

Stall: 1 total, 1 professional.

Clients: 6 total captives: 1 active captive, 5in-
active captives, 6 directly managed. Capital and
surplus managed, $58,980,000. No minimum

size client

Compensation: annual fee, hourly: profession-
al, $100 to $150; clerical, $25 to $50.

1999 gross revenue: $203,000. 100% frorr
fees charged for captive management.

Contact: Jonathan C. Richmond, president
CEO; welbeck@northrockbm

Willis Management (Bermuda) Ltd.

F.B. Perry Building, 40 Church St.,
P.O. Box HM 1995

Hamilton HM HX, Bermuda;
441-295-1272: fax: 441-295-4143
www.willis.com

Founded: 1962.

Parent: Willis Group Ltd.

Direct services: captive feasibility studies; cap-
tive formation; government reporting; accounting
computerized accounting; daims processing; claims
reserves analysis; loss forecasung; reinsurance bro-
kered for captives; reinsurance brokered to captives
underwriting and ratemakjng for captives; associa-

A CLAIM IS ABOUT TO OCCUR

VWHO WwWILL YOU CALL"™

When claims are happening all around, your first
call should be to Ward North America. We offer

Strategic Solutions" to handling diverse exposures.
Ward N.A. provides a higher standard of
service with flexibility to tailor programs to fit

individual needs.

We offer a full range of services to the Insurance
and Alternative Risk Market clients with Liability,
Workers Compensation, Auto and Property capabilities.

1-ALE 1\41
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Supported by over 100 offices in 42 states, our

primary business lines include:

0 Claims Management/IPA

O Field Claims Service
0 Specialty Risk
0 Catastrophe Support

We are building partnerships based on talent,

diversity and strength.

Ward North America, 800-274-9844.

VVARD

NORTH AMERICA INC
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tion captive management, rent-a-captive manage-

tion captive management rent a-captive Inc nage ment

rnent

Staff 6 total, 4 professionals

Clients 27 total captives 25 active captves 2
inactive captives 27 directly managed 2 cUTentl)
in formation Captive premium vdume

Subcontracted services investment manage-
ment, tax advice, legal advice

Staff 7 total 5 professionals

Compensation annual fee hourly

1999 gross revenue 100% from fees charged for

$125,000,000 Capital and surplus nialaged captive management

$850 000 000 No minimum size client
Compensation annual fee

Officers Guy F Ragosta managing director-
North American captive management operations

Officers Guy Ragosta, president, J 01ve, James R Girardin, vp

Heyliger managing director, Paul M Pereec i, con-
troller

Willis Management (Cayman) Ud.

Global House, N Church St ,
P 0 Box 30600 SMB
George Town, Grand Cayman,
Cayman Islands BWI,
345-949-6039, fax 345-949-6621
www willis com
Founded 1993
Parent Willis Group Ltd
Direct services captive feasibility studies cap-
tive formation, government reporting acco Inting
computerized accounting, claims reserves analy-
sis actuanal studies loss forecasting, reinsurance
brokered for captives reinsurance brokE red to
captives, underwriting and ratemaking for c. ptives
Staff 5 total, 4 professionals
Clients 33 total captives 30 active captive s 3 in-
active captives, 33 directly managed, 3 curr:ntly in
formation Captive premium volume, $375,0)0 000
Capital and surplus managed $180,000 COO No
minimum size client

Compensation annual fee, $20 000 minimum

Contact Guy F Ragosta James R Girardin

Subcontracts for sonia captive management ser-
vmes with Towner Management Barbados Willis
Management (Vermont) Ltd operates captives m
Hawai{ (3) New York (1) Tennessee (4) and Vermont
(20) The premium volumes for these captives are
$4 500 000 for Hawan $46 097 314 for New York
$5 750 000 for Tennessee and $176 140 186 for Ver-

mont

e

Yankee Captive Management Inc.

140 Kennedy Drive P 0 Box 2127
South Burlington, Vt 05407-2127,
802-651-3304, fax 802-658-9419
www hvm com/intro_yankee litm
Founded 1983
Direct services online access to claims data, loss
control services, managing underwriting facilities,
reinsurance brokered for captives underwriting and
ratemaking for captives association captive man-
agement, rent-a-captive management, captive feast-

1999 gross revenue 100% fromfees cha ged k r bility studies captive formation, governnient report-

captive management

ing accounting computerized accounting claims

Officers Guy Ragosta president Stephen Gray processing

VP
Contact Stephen Gray, gray_st@willis cori

Willis Management (Dublin) Ltd.
80 Harcourt St
Dublin 2, Ireland
353-1-4070500 fax 353-1-407(501
Founded 1989
Parent Willis Group Ltd

Subcontracled services claims reserves
analysis, loss control services, managing under-
writing facilities, actuartal studies loss forecast-
ing reinsurance brokered for captives reinsur-
ance brokered to captives, underwriting and
ratemaking for captives, Investment manage-

ment tax advice legal advice captive feasibility
studies

Staff 6 total, 4 professionals
Clients 5 total captives 5 active captives, 5 direct-

Direct services captive feasibility studies captie ly managed Captive premium volume
formation government reporting, accountirkK] com- $374 418 729

puterized accounting, claims reserves analy=, lofs
forecasting underwriting and ratemaking or cap-

tives

Subcontracted services claims processing, loss

Compensation annual fee, commissions, hourly

1999 gross revenue 85% from fees charged for
captive management 15% from other services

Officers Luther F Hackett, president, Michael K

control services, actuanal studies, reinsurance bro- Smith, James F McNally, executive vps

kered for captives, reinsurance biokered to captives,
investment management tax advice legal acvice

Staff 10 total 9 professionals

Clients 12 total captives 12 active capt ves 12
directly managed 1 currently in formation 00 inint-
mum size client

Compensation annual fee, $25,000 minimum

Officers Tim Byrne managing director, 3tephen
Casey director

Contact Tim Byrne

Willis Management (Guernseyl Ltd.

The Albany, South Esplanade

P O Box 384

St Peter Port, Guernsey,

Channel Islands,

44-1481-720049, fax 44-1481-710455
Founded 1980
Parent Willis Group Ltd

Contact Michael K Smith msmith@hvm com

e

Zurich International (Bermuda} Ltd.
The Zurich Centre, 90 Pitt s Bay Road,
P O Box HM 2268
Hamilton HM JX, Bermuda,
441-292-8155, fax 441-292-7368
Founded 1977
Parent Zurich Financial Services Group
Direct services captive feasibility studies cap-
tive formation government reporting account-
ing computerized accounting claims processing
online access to claims data, claims reserves
analysis loss control services, actuarial studies,
loss forecasting, reinsurance brokered for cap-

Direct services captive feasibility .tudies tives reinsurance brokered to captives jnvest-
captive formation government report ng, ac- ment association captive and rent-a-captive
counting, computerized accounting claims management

processing online access to claims data
claims reserves analysis managing unjerwrit-
ing facilities, loss forecasting unde writing
and ratemaking foi captives association cap-

Staff 18 total 8 professionals

Clients 13 total captives 13 active captives
Compensation annual fee

1999 gross revenue $300 000 100% from fees

tive management rent-a-captive manatiement charged forcaptive management

Staff 24 total, 20 professionals

Clients 40 total captives Captive preinum vol-
ume, $500 000,000 Capital and surplus n anaged
$300 000 000 No minimum size client

Officers M J Cutts-Watson manaling d -
rector R W Falla, D Wheatley, G R Tansell,

directors

Contact M J Cutts-Watson

Willis Management (Vermont] Ltd.
112 Lake St
Burlington, Vt 05401,
802-658-9466, fax 802-658-5520
www willis com
Founded 1992
Parent Willis Group Ltd
Direct services captive feasibility studies captive
formation government reporting accountlig com-

puterized accounting, claims processing, online ac-
cess to claims data, claims reserves anal,sis, loss

Officers Gunther Gose president Giuseppe
D Impeno, CEO, Michael Deevy, vp/COO

Zurich international Services
(Ireland) Ltd.
IFSC House, Custom House Quay
Dublin 1, Ireland,
353-1-6700988,fax 353-1-6701108
Founded 1991
Parent Zurich Financial Services Group
Direct services captive feasibility studies, captive
formation, government reporting accounting, com-
puterized accounting, claims processing, claims re-
se,ves analysis
Stall 4 total 2 professionals
Clients 4 total captives 4 active captives, 4 direct-
ly managed Captive premium volume, $50,000,000
Capital and surplus managed $10 000,000 No min-
Imum size client
Compensation annual fee
1999 gross revenue 100% from fees charged for

control services, managing underwnting facilities captive management

actuarial studies, loss forecasting, reinsur,ince bro-

Officers Lawrence Sherin, general manager

kered for captives, reinsurance brokered to captives, Frank Coyle, financial controller

underwriting and ratemaking for captives associa-

Contact Lawrence Sherin
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Aland

SINSER (Aland) A.B.*
Australia

International Risk Management (Australia) Pty. Ltdj
International Risk Management (New Zealand)
Ba,bados
AIG Insurance Management Services (Barbados) Ltd.
Aon Insurance Managers (Barbatlos) Ltd.
BF&M (Barbados) Management Ltd.*
Bott & Associates (Barbados) Ltd. *
Chandler Insuran:e Management (Barbados) Ltd.*
Coleman Williams Risk Managemem Ltd.
IAS (Barbados) Ud.
IRMG Barbados
International Insurance Management Ltd.
Marsh Management Services (Barbados) Ltd.
Meadowbrook Risk Management Ltd.
MIMS Intemational (Barbados) Ud.
Mutual Risk Management (Barbados) Ltd.
Towner Risk Management Ltd.
Willis Managemeit (Barbados) Ltd."
Bermuda
AIG Insurance Management Services (Bermuda) Ltd.
ARS Management*
Aon Insurance Managers (Bermuda) Ud.
Atlantic Security Ltd.
BF&M Management Ltd.
Becher + Carlson Management Ltd.
Bott&Associates Itd
CNA Risk Services Ltd
Arthur J. Gallagher Management Co. Ltd.
HSBC Insurance Services (Bermuda) Itd.*
ING Risk Management (Bermuda) Ltd.
The IPC Co.*
Independent Management Group Ltd.
International Advisory Services Lid.
International Risk Management (Bermuda) Ltd.
Kemper Management Co. Ltd.
Uberty Intematiomal Management (Bermuda) Ltd.
Marsh Management Services (Bermuda) Ltd.
Meadowbrook Risk Management Ltd.
Micoa Management Ltd.
Mutual Risk Captive Group Itd.
Powerscourt Management Ltd.
Risk Services (Be-muda) Ltd.
Skandia International Risk Management Ltd.
Sogecore Ltd.-Bermuda
Symphony Management Ltd.
W.A. Tan & Co. Itd
Tate & Lyle Management & Finance Itd.
USA Offshore Management Ltd.
Uni-Ter International Management Ltd.
Welbeck Management Ltd.
Willis Management (Bermuda) Ltd.
Zurich International (Bermuda) Ltd.
British Commbia
Aon Insurance Managers (Vancouver)
Marsh Canada Ltd.
Cayman Islands
Aon Insurance Managers (Cayman) Ltd.
Britannia Insurance Management (Cayman) Ltd.
CCMSI Captive Services Ltd.
Captive Resources Inc.
Cayside Insurance Management Ltd.
Chandler Insurance Management Ud.
Crusader International Management (Cayman) Ltd.
Gallagher Captive Services (Cayman) Ltd.*
HSBC Financial Services (Cayman) Ltd.
dba HSBC Insurance Managemem
International Risk Management (Cayman) Ltd.
Kensington Management Group Ud.
Marsh Management Selvices (Cayman) Itd.
Monkton Insurance Services Ltd.
Mutual Risk Management (Cayman) Ltd.
RiskCap Cayman Ltd.*
TRISTAR Risk Management
Willis Management (Cayman) Ltd.
Colorado
AIG Insurance Management Services (Colorado) Ud.*
Alternative Insurance Management Services [nc.
Marsh Management Services (Colorado) Inc.

RiskCap c
yprus

HSBC Insurance Management*
Delaware
IRMG/American Risk Management Corp.

[lenma,k

SINSER (Denmark)
Dublin

AIG Insurance Management Services (Ireland) Ltd.
AIM Associated Insurance Management (Ireland) Ltd.
Aon Insurance Managers (Dublin) Ltd.

EURCO Ltd

FBO International Captive Management Ltd.
International Risk Management (Dublin) Ltd.
Marsh Management Services (Dublin) Ltd.

Mutual Risk Management (Ireland) Ltd.*

SINSER (Ireland) _td.

Sogecore Ireland Ltd.

Willis Management (Dublin) Ltd.

Zurich International Services (Ireland) Ltd.

Finland
FINNCAP-Oy Finnish Captive & Risk Services Ltd.
France
Sogecore France
Germany

AIG Insurance Management Services*
Gibraltar
AIG Insurance Management Services (Gibraltar) Ltd.
Aon Insurance Managers
SINSER (Gibraltar)*
Willis Management (Gibraltar) Ltd.*
Ouernsey
AIG Insurance Management Services (Guemsey) Ltd.
Aon Insurance Managers (Guemsey) Ltd.
Channel Island Insurance Consultants Ltd
HSBC Insurance Management (Guernsey) Ltd.
International Risk Management (Guemsey) Ltd.

Lambert Fenchuroh Insurance Management (Guernsey) Ltd.

Marsh Management Services (Guemsey) Ltd.

Mutual Risk MaNcement (Guemsey) Ltd.*
Optimum Risk Fesearch (Intern:tional) L:d.
Sartor Resources Ltd

SINSER (Guern,ey) Ltd.

Willis Management (Guarnsey) Ud.

AIG Insurance lvanagenent Ser,ices Inc.

IRMG/American Risk Management of Hawaii*
Marsh Managerient Services Inc.

Risk Services (Hawaiit Ltd.

Triesco Insuranoe Services

Willis Management (Vermont) Ltl.

AIG Insurance Management Ser,ices (Isle of Man) Ltd.

Aon Insurance Managers (Isle of Man) Ltd.

Intemational Risk Manajement (Isle of Man) Ltd.

Ma sh Management Services (Isle of Man) Ltd.
SiNSER (Isle of Man) Ltd.
Willis Management (Isle of Man) Ltd.*

Jersey

Air insurance Managers (Jersey) Ltd.

Hawaii Soc,eccre Management Ltd. Jersey

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

50th State Risk Management Services Inc.

Wills Management (Jersey) Ltd.*

Liechtenstein

EJRCO AG.

Lloyd's of London

PXRE Managing Agency Ltd.

Hawaii Captive Insuralce Manag3ment IncAISA.Risk Group

Hong Kong

Aon Insurance Managers*

Luxembourg

AIG Insurance Management Services (Luxembo.irg) S.A.
Alr Insurance Managers (Luxembourg) SA.

EJRCO S.A. (Luxembourg)*

Marsh Management Services (Luxembourg) S.A.

S NSER (Europe) S.A

S NSER (Luxembourg) S.A.R.L.

Sigecore

HSBC Insurance Brokers Ltd.*

Isle of Man

Eaglehurst Insumnce Management Ltd.

Willis Management (Luxembourg) Ltd.*
Zurich Compagnie D'Assurances*

Maine

IRMG/American Risk Management of Maine*

Malta

Willis Management (Malta) Ltd.*

Mauritius
Guardri;k Insurance Management
Netherlands Antilles
Aon Insurance Managers (Antles) N.V.
Netherlands
Aon Insurance Managers (Neoerland)
Nevada
Risk Se vices-Nevada Inc.
New York
Willis Management (Vermont) Ltd.
Nor,lay
SINSER (Norway)
Panama
Aon Insarance Managers (Parama) S.A.
SINSER'
Singapo,e
AIG Inst,rance Management Services (Singapore) Ltd.*
Aon Insurance Managers (Singapore) Pte. Ltd.
HSBC Insurance Brokers Ltd.*
Marsh Nlanagement Services ,Singapore) Ptf. Ltd.
Richard Oliver International Pt3. Ltd
SINSER (Asia) Pte. Ltd.
Willis Management (Singapore) Ltd.*
South Africa
Alexander Forbes Captive Management Senfines*
Guardrisk Insurance Co. Ltd
Sweden

SINSER AB

Tie College of Insurance has successfully educated

and trained some of today's top Industry leaders

With a tradition of excellence, financial research,

achievement and leadership..

Ir the fields of risk management, Insurance, finance

and actuarial science.

Tie College of Insurance is

Booth 2326 at the

RIMS Conference

in San Francisco

101 Murray Street

New York, NY 10007-2165

1-800-356-5146

Fax: 212-964-3381

www .tci.edu

Switzerland

Aon Insurance Manage-s*
EURCO AG

Zurich Irtemational Inadrance Co.
Tennessee
IRMG/American Risk Malagemen Corp.
wermont Insurance Management Inc/USA Risk Group
Willis Management (Vermont) Ltd
Turks & Caicos Islands
Aberdeen Insurance M.nagers (Turks & Caicos) Ltd.
Vermont
AIG Insurance Manage nent Services Inc.
ARS Management
Mon Insirance Managers (USA) Inc.
Becher + Carlson Cos.
Barkley Risk Services e Vermont inc.
commonwealth Risk Management Inc.
Green Mountain Caotiv@ Management Co.
[RMG/American Risk Management Corp.
Marsh Management Sevices Inc.
Mutual Risk Managemen- (Vermont) Ud.
SB&T Captive Management Co.
Skandia International R:sk Management (Vermont) Inc.
Vermont Insurance Management Inc/USA Risk Group
Vermont Risk Services inc.
Willis Management (Vermont) Ltd.
Yankee Captive Management Inc.
"No directory listing provided.

MS Degree in Risk Management « MBA Degree in Insurance, Financial Management, Risk Management
and Actuarial Science * Bachelor's Degree in Insurance or Actuarial Science * Designation Preparation
Seminars (ARM, CPCU) « Professional Certificates « Classroom, Executive Format, or Distance Learning
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TREASURY DIRECTOR"
Risk MANAGEMENT

Lucent TECHNOLOGIES INC.

KLEY

PHOTO: MICHAEL MARCOTTE

Solving problems with enthusiasm, creativity

By DAVE LENCKUS

ven after working in the telecom-
icati i or most of
Paul F.

) um just insic
1ain entrance at Lucent Tech-
}';s'aclqum’te 5
s stuff,” said the gravel-voiced
treasury director-risk management for Lu-
the year-old communications net-

1c1 insurance mar-
", Buckley brings
ime umntlrm to hls risk management
duties.
You won't ever find him phoning it in
they say.

“I think what defines him in n
his burning desire to make a difference,’
said Bill Carapezzi, whu, as Lucent’s trea-
surer fnr most of 1999, was one of Mr. Buck-

mind 1\

'S not hm e to punch a clock,” said Mr.
, now vp-taxes and tax counsel for
1 ed Lucent, “He has a
vision and the ability to take that vision and
bring others into it with his enthusiasm.”
Mr. Buckley’s enthusiasm for risk man-
agement is exemplified by the projects he
creates for himself and his staff, according
to William Viqueira, who last November
succeeded Mr. Carapezzi as vp-treasurer.
Many of those projects go well b
traditional risk man
and involve core busine
Vigqueira won't describe them f

Then, there is the business-continuation
project that Lucent management had to de-
a while to deal with more pressing
spm()ff issues. Mr. Buckley picked up that
pm|oc on h]'-; own disony

what his job ShDuId bru and most people
wouldn’t have noticed,” Mr. Viqueira said.

But Mr. Buckley hasn’t, and people have

1 panel of 10 independent

the 23rd recipient of the an-
nual award, received the honor last month
at a luncheon in Morristown, N.J.

riven but jocular
problem-solver,
dﬂmmlnt as well as the company’s insurance
brokers and insurers.
Iis ereativity he ed out of the
ment department into other are
treasury, noted Assistant Treasurer Kevin
Dasilva, Mr. lhlckl(’v llTLlﬂl_‘llLLlTL‘ super-
. One example i . Buckley’s use of
logy for data h(‘l ing and reporting
s, Mr. DaSilva said.
Lucent management, brokers and insur
: e that he brings the most out of }
ff and vendors
Sometimes he (Im-u it with a slap on the
bazk.
ther times he may use a playful verbal
slap, even if it is a self-deprecating quip.
Continued on next p
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places LLcent's global property and transit "He didn't put demands on the staff that That is how he caloled a Llo>d's of London

He also just may bark But, Mr Buckley programs as well as an all-lines basket ag- he didn't put on himself," said Ms Tobin, a syndicate to develop a new directors and of-
said, his staff has learned "I'm not yelling at gregate reinsurance program for Lucent's senior vp and the Lucent account executive ficers liability runoff facility tailored for
you I'm Just yelling " After all, he said, ther Vermont-based captive insurer, First Beacon with Marsh USA Inc of New York Marsh companies that acquire many small to mid-

risk management department's credo is to Insurance Co
"fix the problem, not the blame

places Lucent's global casualtv and financial size companies as part of their strategic
Making risk management a recognized key | products coverages, and another Marsh unit growth plan The facilit, another budget- ,

"He keeps things very lively He keeps i element of corporate finance has been Mr manages Lucent's captive, First Beacon stabilizmmg endeaor, provides a much longer
things light,” Mr Viqueira said 1 Buckley's goal from the outset The captive also has allowed him to cus-, and less costly tail of coverage than had been
"I've seen him that way with external peo-" "l Just believe that, because what we makq tomize Lucent's policies to provide the com- available previously

ple as well as with Lucent's CFO He's very are financial decisions, we really truly need pany with much broader protection and The facility saved Lucent $805,000 last
consistent He has a what-you-see-is-what-1 to be part of the financial community," ex- competitive advantages in several areas Ex- year
you-get personallty "

plained Mr Buckley, who was promoted less amples include Lucent's contractors all-risk The Lloyd's syndicate that developed the

Overall, Mr Buckley's efforts have than a month ago to treasury director-risk and trade credit receivable coverages, as well coverage has made it apailable to other risk
"brought added value to Lucent" by improv- management from senior treasury manager- as the broad protection Lucent had against managers
ing the company's bottom line as well as risk management Year 2000 computer bug problems Mr Buckley similarly pressed Lucent's’
making a cultural impact on the company

And, Lucent management has tapped Mr Mr Buckley, who has nearly 20 years of | highly protected lisk property insurer td

with his creative, problem-solving manage- Buckley to develop a risk management pro- experience in claims investigation and chuck a 163-year-old business practice and
ment style, Mr DaSilva said

In fiscal year 1999 alone, which ended last ' spin off on Sept 30

gram for the operation that Lucent plans to claims management, said he had the most allow Lucent's risk management department
fun developing what he calls the post-loss to design the company's loss engineering

Sept 30, risk management accounted for 1, But Mr Buckley is not promising to build management system at Lucent plan and pay for loss control services on a
more than $24 2 million in cost savings or a carbon copy of Lucent's program After g|| He first managed to retain some corporate fee-for-service basis As a result, the insur-
other contributions to Lucent's bottom line ' that iS what he avoided doing when AT&Ti claims management expertise that would, er's loss control engineers and Lucent's loss

Mr Buckley's personal style with people, spun off Lucent and Mr Buckley had eightl have been lost dunng the Lucent spinoff He * control team are used more efficientl>, which

his intellectual approach to risk manage

months to build the foundation of Lucent'sl arranged for Lucent to outsource its claims means loss control services are better fo-

ment issues and the results he has achieved risk management program handling to a group of former AT&T claims ' cused

have earned him "a great deal of trust inside Duphcating AT&T's program "would have f handlers who were hired by Marsh to service Because Mr Buckley works on the premise
the company and outside,” Mr Viqueira been the easy thing to do,” Mr Buckley said j Lucent exclusively that there is always some way, regardless of
said But, he was aware that Lucent, as a commu-1 Mr Buckley then developed a regional whether it is traditional, to solve problems or

Broker Thomas Drag concurs

Indeed, the high esteem to which Mr business profile from AT&T's He decided igated general liability and auto liability 1 to deal with," observed Thomas G Leahy, a
Buckley IS held by Lucent's top brass is Lucent required a differentrisk management claims 1 managing director of Marsh USA in New
umque, he said

nications 6 stems builder, had a differentl counsel system to more efficiently handle lit- make programs work better, he is "not easy

approach The system has speeded up claim resolu-, York

"In 30 years, | can't remember seeing a risk i In addition, he finally had the opportunity | lion, which has reduced claim costs It has But Mr Leahi, other brokers and Lucent
management department so well respected 1 to test some of his own risk management reduced the amount of time that Mr Buckley management concur that while Mr Buckley

by management as the risk management de- Ideas

needs to spend with lawyers It also ensures presses for creative solutions, he is equall

partment at Lucent,” said Mr Drag, a senior So despite the time crunch and workingl that all of Lucent's attorneys know and fol-, concerned that his staff, brokers, insurers

vp and the Lucent account executive with with a new staff drawn from various disci-, low Lucent's htigation strateg> and business units understand that each is a,
Aon Risk Services Inc of New York Aont plmes withm AT&'l, "we were not gong to do "He's one of finest claims professionals key part of the process and the solution
business hke we had in the past" at AT&T, around,” said Warren J Mula, executive vp Similarly, Mr Buckley supports the cat,
Mr Buckley said and a managing director with Aon Risk Ser- reers of his staff and the people who servicd
In arranging Lucent's global property/ca- vices in New York the account, Mr Mula noted
sualty risk financing program, r Buckley Mr Bucklev, however, has a fmger on any- He wants to make sure they do well,"” Mr

PAUL F. BUCKLEY

Age: 48

Title: Treasury director-risk management

b Lucent Technologies Inc

Previous experience: Corporate

claims manager for AT&T Corp,
1985-1996, corporate insurance and
claim manager for AT&T Informahon
Systems Inc, 1983-1985, Installer/
repairman, claims Investigator and kial
manager for serious claims for New
England Telephone Co, 1978-1983,
investigator in the Consumer Protection
Department of the Massachusetts
Attorney General's Office, 1975-
1978, hneman, cable splicer, instaBer/
repairman and foreman for New
England Telephome CO, 1971-1975

Professional honors: Runnerup in

voting for lucent CFO's Meg Walsh
leadership Award, 1998, Lucent
CFO's Key Cup Award recognizing
dedicahon, leadership and outstanding
performance, 1997, AT&T legal
Excellence Award, 1995, AT&T Legal
Excellence Award, 1994

, of

Educalion: Various conhnuing k

education courses in the School of |

Management's Leadership Inshlute
Program at Boston University, currently
enrolled in Associate of Risk
Management 54 program, numerous
Bell System schools

Family: Wife, Lorraine, who works In

customer relations for Lucent, daughters
Kate, 27, and Anna, 23

Hobbies: Golf, reading, pleasure

cruises.

bore in mmd that Lucent had more seasonal thing that he sees as a risk management is- Mula said "His motivation is more instine-.
cash flow compared with AT&T He also un- , sue tive, however, that style of management

derstood Ehe importance of helping the new Mr Buckley, who began his career as at makes his people even more motivated "
company's business units achieve budget lineman for New England Telephone Co , is , Mr Buckley summed up his approach to

stability a ' grass-roots telecommunications person,” i risk management as an effort to make his de-
He established a captive to finance many Ms Tobin noted partment an advocate for Lucent's business ,
Lucenl's risks for dramatically lower "He's done it all, and he understands the units
costs He did that by funding the captive , industry,"” she said 'l didn't want to be an adversao," he said
only to cover losses with no factor for turn- When he does not understand a concept, he "l didn't want to be Dr No | thought all that
ing a pro'it and by combining coverages iS not afraid to admit it, she said When that was needed was to make people aware of the
Combining coverages sliced the number of happens, though, "he learns very quickly " value of risk management "
policies that previously covered Lucent's op- He refuses to accept that solutions are un- | That is just one more goal he has attained,
erations to 20 from 31 available for some problems, though "l push, due to his partnering skills u ith Lucent's
Mr Buckley's energy and attention to de- and | push and | push, and | don't take no for business units as well as his seruce providers
tail during the hectic period "were Just an answer,” Mr Buckley said and staff, Mr Carapezzi said "Paul has al'
tremendos " noted broker Annemarie E "Paul is a driver,” Aon's Mr Drag ob- unique ability to communicate the corporatel
Tobm served "He's always pushing the envelope " value in risk management,”" he said
i 81\ dl »*33'-5/ L7267 __ 12y L .
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PHOTO MICHAE MARCOTTE
The Lucent risk management staff, seated, left to right: Arlene Polcan, claims manager; Thomas J. Edridge, senior trea-
sury manager; Kat Chow, insurance specialist. Standing, left to right: Lori Jackson, secretarial support; Gail Anthony,
administrative support; Dennis Gemignani, director of loss control; Trish Ravenburg, insurance specialist; Cindy

Schluter, insurance specialist; Paul Buckley, treasury director-risk management; and Craig O'Connor, insurance spe-
cialist.
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Lucent traces its origins back lo 19th centur

By DAVE LENCKUS
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nications systems and technologies, from
microchips to entire networks-was creat-
ed in April 1996 when AT&T Corp. spun off
its communications systems and technology
operations.

Lucent, however, can trace its roots to the
late 19th century. Among the AT&T opera-
Cons that were combined and spun off to
form Lucent was Western Electric Co.
AT&T acquired Western Electric from

Western Union Telegraph Co. in 1882. At
that time, Western Electric was 13 years old

Historical

The following are some milestones in
Lucent's long history before the compa-
ny's creation in 1996:

1869: Enos Barton partners with fellow
electrician and machinist George
Shawk to form Shawk & Barton
in Cleveland, which later would
become Western Electric Co. By
year's end, the shop is known as

- Gray & Barton after a few
changes in partnership. Some
historians later would credit one
new partner, Elisha Gray, as the
inventor of the telephone.

1872: Gray & Barton is incorporated as
Western Electric Manufacturing
Co. and merges with an instru-
ment shop owned by Western
Union Telegraph Co.

1876: Alexander Graham Bell unveils a

working telephone in Boston.

1877: Mr. Bell founds Bell Telephone
Co. and begins licensing tele-
phone exchanges to route calls
throughout New England.

Mr. Bell's effort leads to a legal
dispute with Western Union,
which had purchased Mr. Gray's
telephone patent. Mr. Gray had
filed a caveat-a declaration the
U.S. Patent Office once allowed
inventors to file to note they were
working on an as-yet-Imperfect-
ed device-hours after Mr. Bell
applied for his patent.

1879: Western Union backs out of the
telephone business. Bell Tele-
phone agrees to pay royalties to
Western Union and to abandon
the telegraph business.

1881: Bell Telephone acquires Western

Electric from Western Union.
Western Electric eventually
would manufacture most of Bell
Telephone's phone equipment.
1885: Bell Telephone forms American
Telephone & Telegraph Co. to fi-
nance, build and operate a long-
distance phone system. Telegra-
phy originally meant any form of

communication over a long dis-

tance.

1899: AT&T becomes the parent com-
pany for the Bell System.

1909: AT&T purchases Western Union,
triggering complaints that AT&T
is a monopoly.

1913: The U.S. government forces
AT&T to sell Western Union and
give independent local telephone
companies the right to connect to
AT&T's long-distance lines.
AT&T maintains Western Elec-
tic and a monopoly on long-dis-
tance services but accepts gov-

and already a leading electrical equipment
manufacturer in the nation.

Since 1996, Lucent has acquired more
than 30 companies, developed new tech-
nologies and garnered many awards, in-
cluding Nobel prizes.

Lucent does business in 90 countries and
currently has 150,000 employees world-
wide. In its last fiscal year, which ended
Sept. 30,1999, Lucent reported $38.3 bil-
lion of revenue, compared with nearly
$23.29 billion for the year ended Sept. 30,
1996.

One of Lucent's units is Bell Laborato-
ries, a premier research and development
facility where Bell scientists have won 11

Nobel prizes and nine National Medal of
Science awards.

Bell Labs was created in 1925, when

AT&T merged and centralized its engineer-

highlights

ernment regulation.

1925: AT&T creates Bell Laboratories
by combining its own R&D de-
partment with subsidiary West-

ern Electric's.

1927: The first long-distance television
transmission is completed over
telephone lines.

1948: Bell Labs invents the transistor.

1956: Bell Labs develops the trans-At-

lantic telephone cable.

19605: The Internet begins developing
when the U.S. military examines
how it could maintain a commu-
nications network that would
function even if part of it were
damaged during nuclear war.

1962: AT&T launches Telstar 1, the

first commercial communications

satellite.

1964: Bell Labs develops the Touch-
Tone push-button telephone.

1968: The U.S. government takes away
AT&T's telephone equipment
monopoly.

1969: The U.S. government gives mi-
crowave-based long-distance
companies the right to access
ATE&T lines.

1974: In another round of antitrust liti-
gation, MCI Communications
Corp. challenges AT&T's
monopoly over long-distance
lines, and the U.S. government
seeks to dismantle AT&T.

1984: Under the terms of its 1982 an-
titrust litigation settlement,
AT&T divests itself of its 22 re-
gional telephone systems. The
systems are reorganized into sev-
en regional holding companies, or
Baby Bells. AT&T, however, wins
the right to enter unregulated
computer and information sys-

tems markets.

1995: AT&T announces plans to spin
off its communications equip-
ment and its computing division
into separate, independent com-
panies.

1996: In April, AT&T spins off 17% of
its communication equipment di-
vision and Bell Labs in an initial
public offering. The IPO for the
new company, Lucent Technolo-
gies Inc., raises $3 billion, making
it the largest IPO in U.S. history
at the time. Lucent becomes com-
pletely independent from AT&T
on Sept. 30, 1996 when AT&T
gives as dividends the remaining
Lucent shares it holds to AT&T

shareholders.

————

l_*

PHOTO: MICHAEL MARCOTTE

Mr. Buckley in Lucent's Silicon Fabricatior Laboratory.

ing R&D department with Western Elec-
tric's. Since then, Bell Labs has received
nearly 27,000 patents and now averages
more than three patented inventions daily.

Among the important technologies that
Bell Labs invented are the transistor,
transoceanic communications, the automat-
ie telephone switching system, the laser, the
solar cell, the light-emitting diode, cellular
radio and the UNIX operating system.

Other Lucent operations are the:

- Service Provider Networks unit, which
provides switching and transmission sys-
tems for voice and data; data networking
routing switches and servers; wireless net-
work infrastructure; optical networking
systems; communication software; and sup-
port services.

« NetCare Professional Services unit,
which provides services for the life cycle of

a network.

= Microelectronics and Communications
T€chnologies unit, which provides integrat-
ed circuits for wireless and wired commu-
nizations, computer modems and networks;
ogto-electronic components for communi-
cations systems; power systems; optical
fiber; cable; and connectivity solutions.

Lucent announced in early March that it
plans to spin off a fourth unit- Enterprise
Networks-later this year. The unit pro-
viles communications servers for voice and
data; e-business solutions; messaging sys-
tems and applications; wireless and confer-
ereing systems; Internet-provider-based
and Local Area Network/Wide Area Net-
wirk products; and network cabling for
buildings. The unit will take 34,000 em-
ployees, which will drop Lucent's employee
ccunt to 116,000. EIll

Lucent lakes control

of loss control servkes

By DAVE LENCKUS

roblems were brewing about two

years ago for both Lucent Tech-

nologies Inc. and the property in-

surer that was handling loss con-

trol engineering services for the

communications networking gi-
ant.

The highly protected risk insurer com-
plained of engineering cost overruns even
as Lucent's risk management department
grew critical of a lack of value-added ser-
vices.

Paul F. Buckley, treasury director-risk f

management for Lucent, concluded that the
best way to solve the problems was to takel

an unprecedented approach: He wanted
Lucent risk management to take controll
over how loss control engineering servicesl
were deployed.

He also insisted on paying for the services f
on a fee-for-service basis rather than 1
bundling those costs into Lucent's property 1
insurance premium to the insurer, Allen-
dale Mutual Insurance Co. Allendale has
since merged with two other insurers to
form Factory Mutual Insurance Co., which
retained the Lucent account after the merg-

INn Lucent's effort to avoid taking a
"cookie-cutter approach” to loss control
engineering, the plan would make Allen-
dale-a high-excess reinsurer for Lucent's
Vermont captive insurer, First Beacon In-

surance Co.-a consultant rather than an

entity that issues requirements for protect-

ing the company's property, said Dennis (

Gemignani, Lucent's loss control director.
Mr. Gemignani, who had been a field and

an account engineer with Allendale for 12
years, now is an Aon Risk Services Inc. en-
gineer who is assigned solely to Lucent's
risk management department.

Now, more than 18 months later, loss
control engineering services are better fo-
cused at Lucent, the insurer's costs are un-
der control, and neither side is looking to
return to the traditional way of paying for
and delivering the services. f

Indeed, engineers for FM and a second in-

surer that also is delivering loss control en-
gmeering services in the same manner say
the approach would make sense for a lot
Nn-_ore companies with highly protected
risks.

"Lucent got a level and quality of service
when and where we needed it,"” Mr.
Gemignani said.

John Kuechelmann, FM's Parsippany,
N.J.-based account engineer for Lucent,
said the arrangement helps FM as well as
Lucent.

It has meant that FM engineers no longer
have to conduct some routine inspections
that ate up 500 to 600 hours annually and
are ones that Lucent's safety staff can per-
form itself with backup audits by FM, he
said. That is "a big time savings" for FM, he
said.

"We're not using the resources that are
not productive for anybody, but we're still
meeting the underwriters' needs,"” Mr.
Fuechelmann said.

While Lucent's loss control engineering
approach is unique, "it's definitely some-
thing we should be doing more of," Mr.

Kuechelmann said. "l think it makes sense

tom an engineering standpoint.”

See Loss control on page 86



*St

40%

a/.

18*.

— =1

ConN>xX" te

»Yojut

and ADmR pROPIR #lin|l Rid ian "1 4mmul

% lIs it the thrill of implementing risk information systems? The
excitement of working closely with insurance providers? Maybe it's
the power that comes with overseeing the safety of thousands of
co-workers. Whatever the reason, no one shines brighter in the Risk
Management spotlight than Paul Buckley. Liberty Mutual Insurance
is proud to work with Paul and his award-winning ways. It just goes

to prove that you don't have to work in Hollywood to be a big star.8#
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a successful insurance organization must constantly seek

new ways to meet the needs of its customers.

At the PHICO Group, we're doing that by combining
superior customer service with innovative insurance
coverages. In fact, we're building a diverse group of
companies designed to make PHICO Group a preferred,

one-stop resource for our clients' insurance needs.

Best of all, the group shares the capabilities, resources and
financial strength of PHICO, one of the nation's leading

healthcare insurance specialists for more than 20 years.

We're making all these changes without losing sight of
what has always made us successful-listening to your needs

and providing customized insurance solutions.

PHICO Capital

Competitive Rates. Flexible Coverages. Innovative Programs. Markets

Outstanding Service. It all adds up to a commitment to

reduce your insurance costs. S&[V’Qg Bhymﬁnsfa&dcomer

I I I I ( : O Visit us at www.phico.com - 800-382-1378
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I t I ular Lucent facihty "He tried to explam it to derwnte the account. risk management likely would mx a vtsit from
OSS CO N rO me, but I'm not an engineer and | chdn't under- Mr Buckley said he stressed to Allendale and  an FM engmeer, Mr Buckley exglamed In-

stand it," Mr Buckley said its successor, FM, that the arrangement would stead, the plant's personnel wou.d be directed to

Continued from page 82 Another developing problem was that engl- not be dnven by an- effort by Lucent to trim the risk management departmen-'s intranet site
And, the merger that created FM has given neers were perforrmng "extraneous services at l0ss control engmeenng costs "They were look- 1 for those specs, he said )

the new company "flexibility to do things that several locations tﬁ t had extremely good man- ing for commitment to loss control, not lust In a situation in which a plant vist by an en-

our chents need while stlll meettng our needs," agement, Mr Gemignani said "So no value- skipping with the money," Mt Buckley ex- 1 gmeer is necessary, rtsk Inanagerrent may direct

Mr Kuechelmann said added services were being provided" at those 10- plamed its plant to contact an FM engineer other than

: e : . . . idw " ) He said he told the Insurer "We'11 commit to the local engineer The engineer oased m a dis-
otk d11e & QRTFAP SdRSEREAR Wit ERtiRRS- SPIRMSa AR the msurers "were not doing a spending the money yoi want to spend but as tant location may have greater expertise with ai
that participates in the first excess layer of ] good job of managing the portfolio of what was we see most appropriate" certain problem than does the local engineer, i

propertK reinsurance for its captive, First Bea- C Lucent's and what was AT&T's property" after To that end, Lucen: nsk management and the which hkely would leac to a quicker resolution 1
con While Liberty Mutual Group participates Lucent's 1996 spmoff from AT&T, Mr Insurer first agreed on how many hours of loss 4 For Lucent, that would mean eos- savings if
in the layer, ItS premium doetshn?t |nbcludcfé the Gemlgngnl S%|d1 he insurers occasionally contrortllenglneeréng the:t Lucent's portfoho of < solving the rgbnlgm sooner mggﬂtig\églg@sgagg
engineerma servic at subsidiary w onduct.boiler,and fire inspections y ies need dunrg tne Wpco ear ,
RS B O T B8 A T R e T T et iB i e AR B RRaah e P R ol the C s o1 B T8 RKSE months, \ plant. Wr Buckley sa |
Cos unit previously provided those englneenng they were at Lucent sites, he said Those mis- Lucent risk management des'Qned a plan that \ Mr Buc’kley stresséd however that Spendmd
services before Liberty Insurance Co acquired takes drove up the insurers' costs, he said allocated those hours to specified services at loss control englneerrng dollars rrorE emciently,
Wausau m October 1998 The msurers' inspectors also would dnve up particular sites not cutting costs, is the inmary objective of Lu-:
In most cases, Lucent wlll deploy either FM or costs for Lucent by spending an mordinate After the plan was drawn out, Lucent and FM cent's arrangement witi FM and LA<IG Pr*oper-
LMG Property engineers to conduct engneer- amount of time inspecting new facihties and fa- had to agree on the dollar value of those ser- \ ty
1ng services Lucent usually calls on FM engl- cility expansions, Mr Gemignant said vices The engmeers now focus on areas :hat Lucent
neers for speciahzed engmeering services, such "We had to learn how to manage them," he During the first year, the number of engmeer- rlsk management deems irrportant, Mr
as those needed at its microelectronics plants, said 'l wanted to take a different approach” to ing hours that Lucent actually used was short Gemignani said
worldwide and for office facilities overseas Lu- loss control engmeenng by only couple percentage points" from its bud- For example, FM's Evir Kuenelmann said,
cent engages the LMG Property engrneers for Mr Buckley said Allendale Initially balked at get Such an msign=ficant diference was ac- under the arrangemen:, FM "didn') need to be
domestic office and research and development the proposal, but Lucent's risk manager is not counted for in the 1999/2000 budget doing a lot of httle things anynnre, oeeause we
facilities as well as some warehousing andman- known to quietlx walk away from anyidea thaghg new en%ineerpd%arraqgement thgt Mr gidn‘t have thﬁ insulanze exposure like vis,uﬂl-
uckley ated e

ufacturing facihtles domestically | . . could work better than the statds quo ) nego uses Ioss control engl- ly inspecting that sprinxler vadlves are open,
Lucent's new loss control engineering proi "It was like pullrng teeth," Mr Buckley said 11' neenng services far more sharply for Lucent ~ said Lucent's full-time safety team conducts

P 1At Y H o] those inspections now FM audits the_r reports
gi%vnlntOOk effect at its October 1998 property re{ %tlhaegtrﬁfaerﬁemtoﬂm r)—\%%gﬂgil:!aons fo hammer out aragn%et%taetquJlgg]r%earl]rglgq—sl\/noh@mlemn!:Z(?utr'nhteelgrgtg)e- and conducts its own inspectior ml 1 when Lu-
After the Allendale merger in the fall of 1998, "They didn't want to give up the dollars," he fore the arrangement was negotiated, agree rep- cent's reports suggest scme deficiancies, he said
FM continued as Lucent's high excess-layer explarned "Nobody had asked them to do that resentatives of Lucent nsk management, FM At the same time, the loss conirol engineering
property insurer, providing blanket hmits over before " and LMG Property arrangement supports Lucent nsf manage-
a high attachment pomt First Beacon wntes the For Allendale, the proposal meant changmg a Personnel at Lucent s.tes still may call on FM c ment's disaster recovery and busmess continua-
primary layer of property coverage Several in- 163-year-old practice, Mr Gemignani observed and LMG Property engineers for guidance But 1 tion planning, even though FM and LMG Prop-

surers participate on the first excess layer of "It was hke trying to stop a locomotive," he because Lucent's rlsk management department | erty are not Involved in those effcrts

coverage on a quota-share basis said "It takes the direction out of the hands of now pays for loss control engmeering, the engi- 1 In addition, Mr Gentgnani's hours go toward
--Before Mr.Buckley.negotiated Lugents cuss theunderwnters That's out of the box for this neersdiest.must.obtaindhe department's consent the-fotalwmber-obhouss.banLucent has to
clusively had handled those services for Lucent Mr Gemignani said Allendale underwnters If the engmeers fail to notrfy risk management Mr Gemignani said tne loss crntrol engmeer-
globally previously had resisted other nsk managers' re- and provide the sernces, "it's on their dime," ing arrangement that Mr Buc<ley negotiated
Months before the renewal, loss control engl- guests for similar latitude m directing loss con- Mr Gernlgnam explained The engineers cannot "certainly puts you ou= in the icrefront of any
neering problems were becoming evident trol engineenng But Mr Buckley pressed the conduct "any mspections without clearing it loss control program "
"I'd discovered that the loss control engneer Insurer Into agreeing to at least a one-year tnal with me," he said After one year it was an apparent ,vin/win sit-
was doing a lot of things that | didn't' feel were pingram "What that has allowed us to do is get control f uation
necessary," Mr Buckley said The engmeenng costs that Mr Buckley asked ~ over what's gomg on out there,' Mr Buckley i FM and LMG Property now are consultants
Mr Buckley recalled, for example, one case m Allendale to unbundle from its premium reflect- said providing added value in support if Lucent's

which he could not understand why the engl- ed only the insurer's loss control engineenng , For example, if p- ant personnel have ques- goals and objectives, and FM's epenses are un-
neer had performed an mfrared test at a partic- costs, not the engineenng costs it incurred to un- tions about fire-door installation specifications, der control

Lucent sees goins from loss management

By DAVE LENCKUS manager By managmagallofthehti-f down thecost of htigated claims, aci 2hange" that he sought in claims | staff (see stor>, page @8
gaateogcaséls, t%e g{pcgrneys woufdﬁ1 cor(ling to *lgureg comp|?ed %y Euzp ? ana emen?%J s&ave off a I'slow c(?alms examin ri)orwards the
a greasy spoon 11 Newark, know the company thoroughly They cent Claims Manager Arlene Polcan 3 lieath" from high-frequency claims ' claims to Lncent s thirc-party ad-
N J,441/1 years ago, Paul u?k— woyld know how infarmation General hgbillty claim

cpsts were :pr Lycent, those claims are general < ministrator, the nat onal gccount
1 1 It Jablljty, indluding plodycy habilgy, i unit of Liger:y Mutual Gro Liber
r I liafp\i I afvAm’
1 e o e I t L | T I Al c an
minedly on the m3lfesluft canvas Id |
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S
ey vyoll helqdo
ould have broad authority to sgttle claims were closed much more mont-based captive, Firgt Beacon In- until Liberty Mutial acquired
Mr Buckley, then the claim manag- cases so htigation could be resolved quickly In 1998,40% were closed surance Co Wausau last year
er for AT&T Corp, and attorney M far more quickly within 12 months and 90% were Approximately 1,200 such claims A Liberty Mutual adluster devel-
Richard Merkhnger were not plan- The attorneys also would play a\ closed within 24 months, compared are reported annually Claims are ops a reserve for each claim, and the
ning a sleek new sailboat or laying role in establishing case reserves in \ with 5% and 74%, respectively, in 1 filed by phone, fax, mall or through Denver claims office orovides the ad-
out the perfect golf course an effort to ensure that everyone in-\ 1995, before the system was imple- - Lucent's mtranet luster what€ver information or Lu-
Instead, with clanlang dmnerware volved in handimg the claim agreed ) mented Each claim is reported directly to cent employee contaris recessary to
in the background and nearby diners on its value and the company would | Auto hability claim costs also had Lucent's outsourced claims-manage- resolve the claims
flaggrng down waltresses for another not face last-minute surpnses fallen dramatically-54%-by 1999 ment office in Denver The Lucent- Butin those instances when the
cup of coffee, the two men roughed Mr Buckley hoped he would be compared with claim costs m 1996 dedicated office is run by Marsh Risk first notice d a claim is a lawsuit or
out a blueprmt of how Mr Buckley able to implement the plan sooner And, legal costs shrank nearly 98% Services, a unlt of Marsh & McLen- the claim eventually develops into
thought that claims and any subse- rather than later He was vymg for by 1999 In 1998, 35% of auto habill- nan Cos Inc, but it is staffed with litigation, Mr Buc-cley's regional
quent htigation could be managed thersk manager positionatthe com- ty htigation claims were closed with- former AT&T claims-management Contlnwd an next page
more effectively at a large company munleations systems networking m 12 months and 92% were closed
Mr Buckley envisioned a claims- A company that AT&T was plannmg to within 24 months, compared with
management process-which he | spm off the followmg year 20% and 74%, respectively, m 1995
Brefers calhng ﬁost—loss management < He got the nod and was,aEpointed At the same time, Lucent's claims- 2
ecause thatphrase reflects a'more | senior treasury manager-risk man- handlmg office has attacked non-ht- 1
seamless process-that would be 1 agement for Lucent Technologies igated claims more fiercely, dnving A

wepy ferent i SomeLieseds iom g Jenuanu 1996 Shodvalierdomn e costattoseaimsasusl . 1/ ©0 0T oF

As he had developed for AT&T, he 1 post-loss management system ing down because we have control of | .

O RATVOUIA GUICKI TeS0e was 1S HOSHOSS CORAERFS)S- The HEGIBarounel approach has !

high-frequency claims ahd, as a re- tem," said Mr Buckley, who was fOstered tealhwork among Lucent's

[ el

sult, hold down claim costs promoted last month to treasury di- nsk management and internal and

But, unlike typical claims offices, 1 rector-risk management external Counsel by focusing them
the unlt Mr Buckley planned would 2 According to those involved in Ihe 1 "on achieving what's best for Lu- i C*3 > i
funnel h;igated cIPims to a select process, it Indeed has led to better c;nt,’ksaid LgclgntSAssis&ﬁnETrggsur-
group of Fegional attorneys, who communication, which means htiga-/ er Kevm aSilva, Mr Buckley's TG MICHAEL M ARGOTTE
would manage the cases tion management is far more consis-1 immediate supervisor

The attorneys, in assuming a re- tent and there are far fewer surpris- The approach "really helps us ac- As Lucent's risk manager, Paul Buckley reports tc Treasurer
sponsibility normally left to thirdt es comphsh that," he said Bill Vique,ra, left, and Assistant Treasurer Kevin G. DaSilva.
party administrators, would serve as As a result, htigated claims are re- Mr Buckley's post-loss manage-

a single contact pomt for the risQ solved more quickly, which is dnving ment process has been the "deep
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Continued from previous page
counsel program takes control of the
claim.

Whereas an insurer or TPA typical-
ly manages a litigated claim and hires
local counsel to defend a policyholder,
Mr. Buckley has hand-picked four at-
torneys who manage alllitigated gen-
eral liability and auto liability claims
against Lucent in their respective re-
Sons.

The reason: The system shifts the
control over litigation management to
Lucent's risk management depart-
ment from the insurer. As a result,
risk management can ensure that all
of the attorneys nationwide defending
Lucent are taking a consistent ap-
proach.

Ensuring a consistent litigation ap-
proach is difficult at best for a compa-
ny when various TPAs or insurers are
managing cases while reporting to in-
house attorneys for different Lucent
business units and hiring numerous
local attorneys, said Annemarie E. To-
bin, a senior vp for Marsh USA Inc. of
New York. Ms. Tobin is the Lucent
account representative for Marsh.

Mr. Buckley also did not want to
educate local attorneys natjonwide
about Lucent every time the company
faced a claim. Instead. one of the four
regional attorneys, all of whom know
Lucent well, will manage every liti-
gated general liability and auto liabil-
ity claim by themselves.

"It's a huge change for TPAs to ac-
cept that attorneys are managing the
process,"said Mr. Merklinger, a part-
ner with Hack, Piro, O'Day,
Merklinger, Wallace & MeKenna of
Florham Park, N.J. As Lucent's
Northeast regional counsel, he is re-
sponsible for 13 states.

1Vh-. Mer-klingei said much credit for
h(jw smoothly the process has worked
is attributable to the meetings that
Lucent's risk management depart-
ment has held with the TPA to ex-
plain the process.

Lucent's regional attorneys noted
that the pI'OCOSS also has been a
stretch for them.

"This was going to be lawyers man-

aging lawyers," Mr. Merklinger ob-
served.

"Paul selected us because of our tri-
al lawyer expeT-ience," explained re-
gional counsel Kenneth H Lyman of
Denver-based Hall & Evans L.L.C.

"He selected trial lawyers and
pushed us into being managers. That's
unique,” said Mr. Lyman, who man-
ages Lucent's litigation in 12 states,
including Texas, in the Rocky Moun-
tain region.

While Liberty Mutual still will es-
tablish a reserve for a litigated claim
initially, the regional counsel manag-
ing the claim has tc, sign off on the fig-
ure. The attorney typically offers his
r(serving recommendation during a
case strategy con ference call with the
TPA and the claims office within 30
days after Lucent is notified of a suit.

Most insurers and self-insu-ers typ-
ically do not invite attorneys tc) partie-
ipate in setting claim reserves.

Mr. Lyman said he is not sure why
that informatic,n is not shared but
that insurers may fear attorneys will
use the reserve as a starting point in
settlement talks.

Attorneys do establish case values,
but those estimates often are higher
than those that insurers incorporate
into their claim irserves, he saicl.

Sherry D. Baker, the claim manag-
er for Marsh in the Lucent-dedicated
claim unit, agreed. Mr. Buckley wants
a realistic reserve up front and es-
chews the notion of' propping up fi«
nancials for the short term by low-1
balling case values, she said

Some attorneys, howeve-, also have
boon responsible for providing clients
unrealistically low case values. Mr.
Lyman said. He said that happens

when the attorneys are not focused on
the case or when they ' don't want to
appear like wimps" to their clients
early in the litigation by advising

| them to expect a lai-ge loss.
1 MI. Lyman said attorneys air better
1 than insurers at judging how a case

, may be affected by intangibles, such

as non-economic damages, the judge,
the plaintiff's attorney, and the venue.

Insurers, however, are better at as-
sessing how hard data, such as eco-
nomic losses, may affect a case, he
said.

Mr. Buckley's post-loss manage-
ment system "combines the two ap-
proaches," Mi-. l.yman said.

"Paul's expectation is that a con-
sensus on a |l-eseive figure of some type
is reached, and 99.9% of the time that
happens,"” said Bruce A Bay, who un-

til recently was the Lucent account
executive with Wausau. Mr. Bay was
an executive vp with Wausau unit
Countrywide Service Corp. in St.
Louis when he retired in April.

' In e rarg C. e consensus
s nof reached, T Blckie esaives
the dispute.

Case values and, as a result, re-
serves, constantly are re-evaluated,
however, Ms. Baker noted,

A major benefit of involving the at-
torneys in setting claim reserves is
that the process helps minimize sur-
prises for Lucent as the litigation pro-
gresses, Lucent, Marsh and Liberty
Mutual representatives agree.

"There are no surprises," Ms. Pol-

cari asserted.
That often is not the case for other

risk managers, according to Thomas
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N. Falzarano, a managing director
and the Northeast Region claim man-
ager for Marsh Risk Services in New
York. Mr. Falzarano oversees the Lu-
cont-dedicated claim unit.

Those risk managers have to ad-
dress the appropriateness of reserves
"down the road," he said.

By involving Lucent's regional at
attorneys in setting reserves, "no one
is walking into the claim office a year
later and finding that a $10,000 claim
is really $100,000, and vice versa," Mr.
Falzarano said.

"That's key about what Paul does: ;

He keeps it under control”

Another benefit of the regional
counsel system foi- Lucent, according
to the regional counsels, is that it
r-aised the attorneys' status in the eyes
of plaintiffs' counsel. 'When we say

we're regional counsel for Lucent, it
brings an element of power and mon-
ey to the table, especially when work-
ing with attorneys you've dealt with
bet'ore, " Mr. Merklinger said.

If an attorney handles just one or an
occasional case for Lucent, "it doesn't
carry as much weight," he said.

In some cases that cannot be settled
early, the regional attorneys may de-
termine that local attorneys should
handle the litigation for Lucent.

Using local counsel especially for
small cases is more cost-efficient than
having a regional counsel travel tode-
fend the case, Mr. Lyman explained.
Local counsel presence also may be
necessary because of jurisdictional
reasons or to avoid prejudice by a 10-
cal court and jury, he said

See Claims on next page
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Claims

loss management team handle claims "a httle more aggressively "

"Because Denver deals with a smaller group of "There's still a lot of Paul's fingerprints all
outside counsel, theinformationshanngisbet- over this,"Mr Falzarano said For example,
Contmued fom previous page ter," said Mr Lyman of Hall & Evans "one thing they do really well that's really

The regional attorneys, howevel, continue Ms Polcari, Lucent's clalm manager, cited as Paul's process, and they do it better than oth-
managing those cases So even when local attor- an example a situation m which a claim is filed er companies, is following up on alllosses "
neys are used, Lucent's htigation strategy re- against a Lucent busmess unit and one of its The follow-up consists of a senes of claim f
mains consistent, the reglonal counsels noted contractors If the contractor refuses to accept reviews every 30 days or so to ensure that

In selecting local attorneys, Lucent's regional responsibillty for defending the claim, the Den-'claim resolution is proceeding on schedule
counsels can hold down htigation costs by better ver claim unit will report the contractor's posi- "Most of the cases that are not htigated
matchmg cases and attorneys, Mr Lyman said should move at a fairly quick pace," Mr

He noted, for example, that in the early days "And we'll use it as leverage to settle out of a Falzarano said
of the program, Hall & Evans found that "some case" by warning the contractor it wdljeopar-
excellent regulatory attorneys" for Lucent in a dize potential future business with Lucent if it program, Lucent's regional counsels ap-
large city m Texas also were handhng some of does not defend the case, Ms Polcan said plaud Mr Buckley for makmg what they say
Lucent's low-level tort cases, hke shp-and-fall Lucent faced one stumbhng block with its was a gutsy call to develop the piogram
post-loss management system The company While all of the players knew Mr Buckley,

"What happened was-nothing,” Mt Lyman would lose the confidentiality of any attorney they did not know each other, Messrs
explained The attorneys were pushing those work product funneled through the Denver Merkhngerand Lyman noted
small cases "way down on the food chain" and claim unit, because the unit is not staffed by Lu- There could have been poor chemistry
lettmg them languish while the attorneys con- cent employees, noted Kevm T O'Reilly, corpo- among group members, or someone could
centrated on the regulatory htigation rate counsel to rlsk management have sabotaged it for the sake of his or her

That drove up Lucent's claim costs, said But with regional counsels rather than the personal agenda, Mr Merklinger said
Marsh's Mr Falzarano "It's a proven fact that TPA managing htigated claims, the Denver "I give credit to Paul," Mr Lyman said "It
the longer a claim stays open, the more it costs " claim unit does not have to keep that kind of In- was a big business risk to take "

In addition, when the attorneys got around to fornlation on file for those claims Mr Buckley also empowered the regional
those small tort claims, their customary fees "That's a lot different" from the way most oth- counsels to make the process their own
were too high for such cases, Mr Lyman said er Marsh chents structure therr claims manage- The regional attorneys are not "yes peo-

Perhaps more important, the regulatory attor- ment systems, Mr Falzarano sad ple," Mr Bay observed "They Cha“enged\
neys did not have the "appropnate slalls" to re- The Denver claim unit handles non-htigated him He wanted them to tear it apart and ,
solve tort eases for Lucent, Mr Lyman said

The regtonal counsels seek out local attorneys claim umt handled claims before 1996, Mr stamped Today, he's still hke that ""It's a
who have handled other Lucent cases Those at- Falzarano said strategic partnership,"” Mr Laplante assert-

The Denver umt and Liberty Mutual, though, ed "It's really been a bold approach” m

tion to nsk management

Four years Into the post--oss management

claims and small auto claims

tomeys wlll have greater knowledge about the
company and should have httle trouble finding
the necessary material and Lucent employees to
defend a case, said Lucent regional counsel
Arthur J Laplante of Hinshaw & Culbertson m
Fort Lauderdale, Fla Mr Laplante manages Lu-
cent's htlgation m 18 states m the Southeast Li.
While Lucent TPA Liberty Mutual has a much ) fs>
smaller role in handling htigated claims than C: //
TPAs typically have, it still can be a valuable re-

source for the regional counsels
Occasionally, Liberty Mutual will have had a
past relationship with the attorney representing X»
a clmrnant against Lucent The regional counsels
said they w111 defer the lead settlement negotia-
tion position to the TPA m those situations
In other situations, Liberty Mutual can help
select a local attorney to defend a claim, said
Clarre M Birdsall, customer seivice manager rn
the national markets unit of Liberty Mutual
Besides controlling litigation better, the post-

PHOTO MICHAEL MAACOTTE
Lucent's post-loss management program relies on four regional counsel for
all litigated claims against Lucent. The counsel and their regions, from left,
are: Arthur J. Laplante, Southeast; M. Richard Merklinger, Northeast; Jack
Skelton, West Coast; Paul Buckley; and Kenneth H. Lyman, Rocky Mountains.

loss management system enhances communica-
lion of valuable rlIsk management information
that regional counsels orthe TPA have picked up
durmg the course of claim, accordmg to the post-

Cl¢lims TPA
hos inside

knowledge

Before building a post-loss management
program for Lucent Technologies Inc, risk
manager Paul F Buckley had to shore up
what could have deteriorated into a shaky
foundation for the process

Along with spmning off Lucent and anoth-
er operation mto separate, mdependent com-
Danies in 1996, AT&T Corp decided to close
its 12-person corporate claims-handhng of-
flee m Denver

While Lucent's separation agreement with
AT&T prescnbed which claim data would
roll over to Lucent, Mr Buckley recognized
that his nsk management department would
lose valuable corporate knowledge when the
claims staff was laid off

The data still had to be coded and sorted

correctly by the claims unit, noted Thomas

claims similarly to how the AT&T's corporate make It better He didn't want it rubber- N Falzarano, a managmg director and the

Northeast Region claim manager with Marsh
Risk Services, a unit of Marsh USA Inc m
New York Marsh played a large role in pre-
venting that memory loss

"AT&T employees understood the two
companies," he observed "It would have
been dificult for anyone who didn't know
the companies" to perform that functlon

Mr Buckley recogmzed this as well as the
high quallty of the staffs work in handhng
AT&T claims over the past decade since he
had set up the office for AT&T

Despite not having a budget to keep the of-
hee mtact at Lucent Mr Buckley was bent
on not losmg a known asset In a request for
proposal, Mr Buckley searched for a claims-
management facihty that would serve as a
ree-based claims-management office dedi-
cated to Lucent The winning vendor also
would have to agree to hire former staff from
AT&T's Denver claim office to handle Lu-
cent's claims

Marsh won the bid, and Mr Falzarano
hired five former AT&T claims staff to man-
age Lucent's claims from a Denver office

-BY Dave Lenckus

D&O runoff liability feicility fills void in mcirket

By DAVE LENCKUS substantially higher D&O runoff premiums than ability insurance

they do now

The idea sparked some cautious Interest

The cost of runoff coverage, though, has been among Lloyd's underwriters David Foster and

he idea for an underwnting facillty that \ "I'm notthe sharpest knrfe m the drawer, but extremely high, which Mr Buckley discovered m (liles Stockton at Janson Green Syndicate 79,

allows rlsk managers to purchase direc- 1 | couldn't understand why that wasn't out the fall of 1997
tors and officers habihty runoff insur- i there," Mr Buckley said

now a subsidiary of Limit PLC of London

In September that year, Lucent acquired Oe- Syndicate 79 is Lucent's lead D&O underwriter

ance more cost-effectively and with Since Lucent was spun off from AT&T Corp tel Communications Corp a provider of voice, Mr Foster has since retired, but Mr Stockton,

greater comfort seems so "simple" to, four years ago, the communications networking fax and electronic messaging technologies
Paul Buckley giant has acquired more than 30 companies

a director at Janson Green, recalled that under-

To protect its board against any future D&0 mnters did not Jump at the opportunity because

Indeed, he said he has wondered why no onel Along with those con*ames'operations, Lucent hability claims over the board's pnor acts, Octel they had not seen "anyuung hke it before "
thought of it before he ad Perhaps it was too acquired any hability that may arise because of purchased a D&0 runoff policy through a bou- "However, Paul, as usual, can be a qulteperl

simple m this age of mereasmgly complex finan- % the pnor acts of those companies' boards
cial transactions, mused the treasury director-

rtsk management for Lucent Technologies Inc

tique broker The broker tapped a D&O0 insur- suasive character,"” Mr Stockton said
If an acquired company's officers and diree- ance market with which Lucent did not have a
tors remain with Lucent, then Lucent's D&O in- relationship, which resulted m a very high pre- sense of it," Mr Stockton said |

Within a few days, "we could understand the

Regardless, the facility has worked m a few surance automatically covers them for acts be- mium for Lucent and an unanticipated budget "Putting the meat on the bones" of the pohey

important ways for Lucent It has
+ Held down dramatically the company's cost

glnning after the acquisition is completed
As is typical with D&O policies, how-

concern for Mr Buckley

of D&O runoff coverage
« Ensured that this important coverage for acts of a newly acquired company's executives guy," he recalled

Lucent is placed with a market that Mr Buckley Counting on the acquired company's D&0
knows and trusts

By the time the deal came across Mr Buckley's

,vording, however, took a few months, he said
Now, Lucent can purchase D&O runoff Insur-

ever, Lucent's pollcy does not cover the pnor desk, he could not stop It "I was not a happy ance for acqwsitions with the same core busmess

as Lucent's for "a fraction" of the premium that

While handcuffed m that situation because he an acquired company would pay, according to
\ coverage to respond often is not an attractwe op- was not part of Lucent's due dihgence team, Mr 1/Ir Buckley "It's pnced m such a way that you

« Earned the risk management department a 1 tion, explained Mr Buckley and broker An- Buckley set out to prevent any similar future can't beat it on the street," he said

promment role on Lucent's mergers and acqui- j nemane E Tobin, a semor vp in New York with deals

sitions due dihgence team Marsh USA Inc, a unit of Marsh & MelLennan
The idea a facility that wlll provide pre-i Cos Inc

dictably and reasonably pnced D&O0 runoff cov-

For coverage for each acquusitton, Lucent pays

He first approached a couple of representa- the lower of a certain fixed premium or 75% of
tives from Marsh about findmg a facihty that of- fhe acquired company's explnng piernlum
Because Lucent typically acquires relatively fers cost-efficient D&O rinoff insurance that

The facility provides a combined single limit

erage for the boards of companies that Lucent f young small to mid-sized companies, the premi- would cover an acquired company's board for of $20 milhon, regardless of how many compa-

acquires Runoff coverage responds to claims | um for invoking the runoff provision of their several years

o Ciflchecoonopag-, 22dshole L wmodibbmelg b

years ago, when Mr Buckley pressed his D&O0 not carry D&0 insurance

mes Lucent acquires, and six-year tail coverage
for each acquisition

DUIYERALASDelh ol ol sl undemler: il Syncncls 19

r Buckley said he thot.ght his idea was too 1 sition Ascend Communications, said Laura
1 To protect the acquinng company and the ac- good to Iet it die there When he met his London Larsen, Ascend's former cash and nsk manager

Before then, companies hke Lucent, for which 1 quisition's board from any habillty ansmg from D&0 underwnters a few weeks later to discuss 1 Lucent acquired the developer, manufacturel
mergers and acquisitions of small to midsize such prior acts, an acquisition can invoke a pro- Lucent's D&0 renewal, he pressed them to de- 1 and seller of wide-area networking systems m

companles are central to strategic growth, faced vision in its D&0 pohcy and purchase runoff 11- velop a D&O0 runoff facility

See D&O0 on next page
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Moving loweird flcil.fee leg¢il bifihg system

By DAVE LENCKUS

very litigated general lia-

bility and auto liability

claim may be unique, but

that doesn't mean every

defense attorney's bill

should be, according to
Paul Buckley.

Mr. Buckley, treasury director-
risk management for Lucent Tech-
nologies Inc., hopes to adopt the
average-cos: billing concept that
health plans devised for reimburs-
ing hospitals and apply it to a sub-
set of Lucent's legal defense bills.

Lucent's risk management de-
partment currently is collecting
data on the legal billing by a group

D&O

Continued from previous page
June 1999.

The D&O runoff coverage that the
facility provided to Ascend's board
was equal to or broader than other
coverage Ascend had priced, Ms.
Larsen said. It also was much less ex-
pensive, said Ms. Larsen, now the
benefits manager, with added respon-
sibilities for risk management, cash
management and the human resource
information system at Zhone Tech-
nologies Inc. of Oakland, Calif.

The only "issue" that Ms. Larsen
said she had with the facility was its
capacity. But Mr. Buckley djsposed of
that concern quickly, said Ms. Larsen,
who called Mr. Buckley and his staff
"creative problem-solvers."

"What Paul and his group did when
we said we didn't want to share limits,
they said fine. We'11 allocate them all
to Ascend and establish a new facili-
ty" to cover the D&O runoff risks for
Lucent's other acquisitions.

Mr. Buckley said risk management
would accommodate other acquisi-
tions similarly, if necessary.

The D&O runoff facility "was a

product | was extremely p 1ﬁd of,"
pany had, Mr. Byckley said.

The facilities saved Lucent
§835,000 last year, according to Mr.

uckley.

The D&O runoff facilities alsd
should help ease claims handling fot
Lucent, because claims handling is
kept among underwriters that Mr.,
Buckley knows, Mr. Stockton said.

In addition. "now we're an integral\
part of the M&A team,” Mr. Buckley
said. With that credibility, risk man-
agement persuaded Lucent manage-
ment to dictate in all purchase agree-

ments that Lucent risk management i

will pmcure D&O runoff coverage. .

"It's one less thing that companies
we acquire really need to be con-
cerned with," observed Kevin G.
DasSilva, assistant treasurer with Lu-
cent and Mr. Buckley's immediate su-
pervisor.

Mr. Buckley said what he liked
most about the D&O0 runoff facilitj,
"is that no one had done it before ?'
and now it is a product available t
risk managers. "Now, when do you

get an opportunity to do that in your
lifetime??"

Mr. Buckley suggested, however

that such innovations could happen
more often.

'The reason no one has done this be- J

fore is because people have remained
traditional," he said. '7 don't have any

insurance company baggage," which t

prompted Mr. Buckley to keep push- jl

ing for untraditional help from insur- A
ial

ers.

of four attorneys responsible for
defending all of Lucent's general li-
ability and auto liability claims. If
the data show that those costs can
be averaged out, Mr. Buckley hopes
to develop a system under which
risk management would pay the at-
torneys a flat fee for defending
such cases.

If he succeeds in developing the
system and persuading Lucent's at-
torneys to adopt it, both sides
should come out ahead, he reasons.

For Lucent, flat-fee billing would
mean that risk management's staff
no longer would have to pore over
legal bills to ensure their accuracy.

BOND WITH US

The data analysis also may reveal
some billing fat that Lucent could
trim later under a flat-fee billing
system.

"If defense COSIS average $2,600
for a certain type of claim, maybe
we'll pay $2,500," said Kevin T.
O'Reilly, corporate cour.sel to Lu-
cent's risk management depart-
ment. "You can't tell me there isn't
$100 of fat in those bills," he said.

Mr. O'Reilly said he is not sug-
gesting that law firms consciously
are overbilling, ' but an associate
may be padding his hours to make
himself look better," he said.

Mr. Buckley said the flat-fee sys-

tem also should trim the law firms'
expenses by tremendously simpli-
fying their expense-accounting and
billing procedures.

"We want to get enough of their
own data about the time that goes
into an auto case, etc., so we can
eliminate unnecessary billing and
say, 'Here's what we'll pay you for
the entire case; look at all of the ac-
counting we've avoided,' " Mr.
Buckley said.

Eliminating the need to keep
track of fractions of an hour of
work on a case for billing purposes
is something "all of us would wel-
come," said Lucent regional coun-

THE REASON

CUSTOMERS

1S SIMPLE.

WE DELIVER.

sel Kenneth H. Lyman, a partner
with Denver-based Hall & Evans
L.L.C.

Mr. Lyman said he welcomes Mr.
Buckley's efforts to streamline le-
gal billing, which very few risk
managers have attempted and even
fewer have implemented.

He noted that another client, a
product manufacturer, has taken a
slightly different approach that has
worked well for both the manufac-
turer and Mr. Lyman's firm. The
company pays the law firm a quar-
terly fee to handle all of the compa-
ny's expected product liability

See Legal on net page
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example, he said, some jurisdictions allow Mr Lyman said insurers typically retain
Leg a I more discovery than do others, and that can bill reviewers to cut costs and the reviewers rar>72. f
drive up legal costs accomplish that by enforcing "artificial” ..
Continued from prevzous page Even though data collection began in billing guidelines and "arbitrarily" reject- 1 y < 3 2.Kkiimf. _ 721
cases, and each side is pi otected from aber- 1996, Lucent risk management has assem- ing some of the attorneys' legitimate ex-
rations in the number of litigated cases bled only two years' worth of viable data to penses
The billing program results in budget sta- date, according to Arlene Polcan, the claim For example, he said, the services often
bility for the company and a more uniform manager in Lucent's risk management de- refuse to cover the cost of clel ical tasks, as A M -/ 451 i"_] 117
cash flow for the law firm, according to Mr partment Risk management had to discard well as any hours that an attorney works on ‘u'al
Lyman the billing data from cases that had not a case beyond an eight-hour workday or on
Lucent risk management is collecting been managed from start to finish under the a weekend
billing data from the four attorneys whom regional counsel system that Mr Buckley "It's a colossal source of friction between

Mr Buckley has appointed as regional established The cost of those cases ran attorneys and clients," Mr Lyman ob-
counsels in charge of managing all lawsuits higher than those managed by the regional served

stemming from general liability and auto 11- counsels, she explained Mr Buckley defused the conflict by ex- 48
ability claims filed against Lucent Lucent risk management has hired bill plaining his plans to the attorneys and by
Mi Buckley wants five years of billing review vendor Examen Inc of Sacramento, assuring them that he would use and com-
data from the firms before risk manage- Calif, to analyze the data pensate the bill review service only to gath-
ment attempts to develop a fee schedule Lucent's regional counsels initially resist- er data and not to reduce or manage their
Lucent risk management, howevei, will ex- ed Mr Buckley's efforts to collect and ana- fees -
clude data on unusually complex cases so lyze their billing Bill review "seemed to hit Indeed, Mr Buckley set up the data-gath-
that their high legal defense costs do not a sore spot with the attorneys," Ms Polcan ering process as a collaboration between
skew the average costs said the bill reviewer and the attorneys, with an HOTO MICHAEL MARGOTTE
If the data ultimately show that a fee That was because of their past experience ultimate goal of establishing a database Paul F Buckley and Kevin T. O'Rell-
schedule is possible, risk management like- with bill review vendors, explained Mr Ly- that would benefit both Lucent and the at- . ’
ly would have to develop separate sched- man, who manages Lucent's litigation in 12 torneys v, r||gh_t, corporate counsel to Lu-
ules for each firm to account for jul-isdic- states, including Texas, m the Rocky Moun- As a result of Mr Buckley's efforts, Mr Ly- cent's risk management department.
tional differences, Mr O'Reilly said For tam region man said, "this has gone very smoothly " m
- n ] ] ]
Vermont.based captive provides flexibility
By DAVE LENCKUS that management in various areas had about Lucent has acquired more than 30 companies surance policy, Mr Buckley has ensured that
the company smce spinning off from AT&T 41/2 years ago, the captive's equity is protected if Lucent were
heap commercial property/casualty Marsh Management Services Inc of Mr Buckley explained to suffer a catastrophic year of losses that blew
msurance was not attractive enough Burlington, Vt, manages ]First Beacon, han- The time to individually rate Lucent s busi- through the captive s aggregate retentions

to hue Paul F Buckley to the soft dhng accountmg, regulatory and tax matters ness umts is approaching, however Mr Buck- The basket aggregate | emsurance attaches
marketplace in 1996 to finance Lu- In addition, data from First Beacon is re- ley said he hopes to begm mdividual rating af- at an amount that equals the captive's annual

cent Technologies Inc's portfoho of viewed and analyzed by Momstown, NJ- ter analyzing flve years of experience data premium volume plus expected Investment
nsks based FMAC Insurance Services, which is a Lucent's business units are not sublect to earnings The limit of the basket aggregate
Mr Buckley, Lucent's rtsk manager, wanted unit of Bay View Capital Corp any deductibles or self-insured retentions for covers the captive for losses from that attach-
more for the brand new cominumcations net- First Beacon covers numerous risks for Lu- their casualty nsks That gives them the bud- ment point to its ultimate exposure under its
working spmoff of AT&T Corp cent property, general hability, including get stability Mr Buckley had sought # anous remsurance treaties
He wanted budget stability for Lucent's product liability and some professionalltabih- "If you have a deductible and there is a long- The Hartford Insurance Group writes the
busmess umts, and he wanted Lucent risk ty, auto habillty, transit, marine cargo, risks tall loss, two to three years down the road It basket aggregate teinsurance Aon Risk Ser-
management to control policy wording covered as part of Lucent's owner-controlled wreaks havoc with the business units' bud- vices places it
He also wanted risk management adminls- insurance programs for construction projects, get," Mr Buckley explained "If there is unfa- "If | ever go into the basket aggregate (cov-
trative efficiencies Lucent units' contractors all risk coverage, vorable loss history, we have remsurance" erage), we've had a temble year," Mr Buckley
With Vermont-based captive insurer First and some credit and environmental nsks Business units are subject to deductibles for said "It is pure catastrophic protection of the
Beacon Insurance Co, Mr Buckley has met his While Mr Buckley is president of the cap- property losses, however captive | never expect to breach that "
goals tive, he appointed a board consisting of repre- Lucent risk management, though, is work- Indeed, because of Lucent's good experi-

Mr Buckley, though, did not decide in a sentatives from Lucent's tax and legal depart- ing on ehminating the property deductible and ence, First Beacon's property rernsurers
vacuum to bnance Lucent's nsks through a ments The board's makeup, according to Lu- improving business units' budget stability fur- dropped the captive's aggregate loss retention
captive cent's insurance brokers, has assured that un- ther Risk management has been unable to by $500,000 last fall and reduced their premi-

The process began early in the nine months derwntmg decisions reflect Lucent's legal and eliminate the deductible so far because of a ums about 15%, Mr Buckley said
before Lucent was completely spun off in Oe- tax interests lack of pre-1996 data on property losses that Besides the relatively Inexpensive coverage
tober 1996 During that period, Mr Buckley It also has led to high-level nsk management fell below deductibles After risk management and the budget stability that First Beacon pro-
and his staff had to line up coverage for the advocates at Lucent, they said collects a sufficient number of years' worth of ndes Lucent, the captive also gives Mr Buck-
portfollo of nsks that the new communications The results have been what Mr Buckley had property loss data, it will be able to structure ley and his staff great flexibility in
networkmg company would face sought property premiums so it can ellminate de- manusenpting coverage terms and conditions

The easy way would have been to mirror the First Beacon operates at a 97% combrned ductibles Mr Buckley explained "l don't think | have an ISO policy,” Mr
risk-financing approach that AT&T had tak- ratio, compared with the 86% average com- First Beacon retains a "significant" amount Buckley said, referring to the standard forms
on bined ratio reported by other Vermont cap- of nsk and cedes the remainder to about two issued by the Insurance Services Office Inc

But that approach would not have taken tives That near-100% combined ratio means dozen global reinsurers, according to Mr Among the coverages Mr Buckley devel-
mto account that manufacturing represented that the premiums paid by Lucent's business Buckley oped that demonstrate this flexibility iS the
a much larger source of income at Lucent than units only cover predictable losses and the cost First Beacon's three-year property remsur- trade credit policy That pohcy also gives Lu-
it did at AT&T, which meant that cash flow at of Lucent's outsourced claims-handhng oper- ance is wntten on a quota-share basis cent's business units an edge against competi-
Lucent would be more seasonal and less pre- ation No part of the wntten premium repre- In 1996, Mr Buckley negotiated a one-year tors (see story, page 91)
dictable than it was at AT&T Budget stability sents a profit component for the captive, Mr pollcy because the market was very soft and First Beacon's manuscripted coverage also
as well as reduced costs and streamlined ad- Buckley stressed was expected to soften further He said he also assured that Lucent was covered and the cap-
mimstration would be critical for the opera- "Our oblective is to pay out 100 cents forev- felt he had to gethis "arms around"some loss tive was reinsured for Year 2000 computer
tion managers of Lucent's business units as the ery dollar we take in and grow our net income control issues bug-related losses regardless of whether Lu-
company lettisoned away from AT&T only through the investment process," Mr The following year, he negotiated the three- cent sustained any physical damage to its

Mr Buckley, who was recently promoted at Buckley said year policy But, more comfortable with Lu- computer equipment
Lucent to treasury director-risk management, Indeed, he said, when calculating premiums cent's loss control and concerned about miss- The captive's remsurance protection, how-
said all of those factors suggested strongly First Beacon even considers a portion of antle- 1ng out on further market softentng, Mr Buck- ever, did not come without some hard-nosed
how best to structure Lucent's risk-financing ipated Investment income leyarranged a 15% rate cut inthepollcy'sfi- negotiating by Mr Buckley beginning in
program but that he wanted confirmation Mr Buckley also cut the number of pohcies nal year if losses were low during the first two February 1998 At that time, Mr Buckley told

To that end, the risk management depart- the operations had while still part of AT&T years of coverage his property reinsurers that they had until
ment used sophisticated loss analysis tools to but still hned up comparable protection by They were June that year to remove provisions included
quantify and stratify Lucent's risks to assess combining some pollcies As a result, even though Lucent's property in First Beacon's coverage terms that would
the nsk-financing options available And, Lucent has adopted tough loss control values grew to $33 bilhon from $29 billion allow the reinsureis to back out of the cover-

Mr Buckley also conducted a strategic risk standards during the pollcy period, First Beacon paid age they wrote if they lost their retrocessional
assessment survey among Lucent's top man- As a result of all of those factors, Lucent's nearly $1 milhon less in premium for the third protection This provision apphed to all retro-
agement business units pay about half what they would year of coverage than it would have if Mr cessional coverage, although the real issue was

He surveyed them on what they considered have to pay for coverage from commercial in- Buckley had not negotiated the rate cut Y2K claims
Lucent's maijor risks, regardless of whether surers, Mr Buckley said Aon Risk Services Inc places the property Mr Buckley warned reinsurers that if they
they were insurable, and how much risk they "At the end of the day, they can't do it any reinsurance did not remove this provision that he would
judged the company should retam cheaper," Mr Buckley observed First Beacon's casualty reinsurance also is a replace them on the risk "If | had to take Y2K

The findings supported Mr Buckley's con- The captive, however, does not yet assess three-year pohcy It is wntten on a layered ba- wording, | wouldn't take it from any of them"
viction that a captive would be the most ad- premiums based on each business unlit's mdl- sis Marsh USA Inc places the coverage The reason "After ieviewing all of our poll-
vantageous risk-financing vehicle for Lucent, vidual experience Remsurance attachment points and limits cies, we concluded that the policies spoke for
largely because of the budget stability it "Lucent is too young to do that now,"Mr vary by nsk themselves,” Mr Buckley said First Beacon's
promised for Lucent's business units Buckley explarned The AT&T operations that In Lucent's first four years, the captive's loss manuscripted pohcies covered data losses due

As for the umnsurable risks that manage- were combined and then spun off to form Lu- experience has been good, according to Mr to Y2K computer bug problems even if the
ment identified, Mr Buckley summarized cent brought their claims history with them to Buckley 'We've never gotten close" to reach- losses did not result from damaged equipment
those in a report for the survey group to ensure the new company The structure of the opera- mg any aggregate pollcy hrnits Mr Buckley also would not accept any
that they at least were aware of the concerns tions, however, has changed drastically, and Still, with an all-hnes basket aggregate rem- See Captive on nert page
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Captive's advantages building for Lucent

By DAVE LENCKUS The CAR coverage costs LL- for domestic as well as overseas Before 1997, some Lucent units But some business units did not
cent's business units 60% less construction projects but It IS did not realize that Lucent's Ver- inform risk management about
captive insurer can be than similar commerciallb avail- used more on overseas projec- mont-based First Beacon Insur- those projects, which meant the

more than a cost-effi- able coverage, according to Mr tions ance Co covered them for their captive did not underwrite those
cient, alternative risk- Buckley, treasury director-risk Unlike owners of maJor con- obligations as contractors prolects

financing vehicle, Paul management struction projects domestically, Mr Buckley made this clear af- In addition, unknown to Lucent
F Buckley has found Another advantage is the trade owners of prolects overseas often ter a February 1997 loss at a con- risk management, some Lucent

It also can give its par- receivable program the captive al- do not arrange wrap-up Insurance struction project in Thailand project managers purchased sepa-
ent company competitive advan- lowed Mr Buckley to develop for programs 1 o cover themselves and highlighted the need for risk man- rate coverage for the projects 10-

tages ) Lucent The program provides their contractors, explained Mr agement to take a more high-pro- cally The manager of the Thai-
For Lucent Technologies Inc, Latin American customers more Buckley file role in Lucent's construction land project was among those
one advantage is the low cost for' attractive credit terms than they Turnkey proled owners typical- proiects After some new cable was dam-

contractors all-risk insurance that' could arrange if they purchased ly require builders to arrange all- Lucent's global property/casu- aged at the Thailand project site,

the communications networking supplies from Lucent's competi- risk insurance that covers both alty program covers the company both Lucent and the local insurer
giant can include in its bids for tors It also provides credit pro- the builders and the owners until for its own as well as third-party on the risk sent loss adjusters to
building networking systems for  tection for Lucent the builders turn over the com- losses that occur during the the scene

clients The CAR program is available pleted system to the owners course of construction projects See Credit on next page

Captive
Cont:nued from premouspage "9
"clardylng" pollcy language Under-

writers "were trymg to put language e

in that | thought was confusing” and ) 1

may have created coverage questions

where none east:ed before, Mr Buck-

ley explamed For example, one "clar-
ification” would have noted that di-

4 4 1/0 —_

rect physical damage to a computer
was a covered perll
"I don't need my pohcles clarified |
had coverage," Mr Buckley asserted T e
"One of the problems we ran into
was that companies didn't have pom-
tions yet" in 1998 on how they were

ng%téjaféaé]lﬂ'ﬁﬁQ W\E(lgkﬁotfllj_ nsk, Mr- the eStellarNelcom portal

cent's problem, he added

The other option Mr Buckley of- .
" . . T, compensation and personal auto

fered "in fairness" to the captive's

remsurers was that they could provide

First Beacon their net hne of coverage -

| if covenng the Y2K bug nsk created '

problems with theirretrocessionaires proteS|mgek|msnaW-
To ease the markets' concerns,

though, Mr Buckley met with each

one to explain how Lucent was trying

to avoid any mlllennium bug losses eStellarNet's straight through
One blanket property remsurance

underwnter insisted in March on ex- L. .

cludmg coverage for the Y2K nsk your administrative costs by at
"That annoyed me," Mr Buckley

said They were cookie-cutting me,

Start processing your workers'

injury medical bills, reports and

+ other transactions now with the

PE

eStellarNet suite of applications.

reduce costs

electronic processing can cut

least one third and your claims

t by at | t 10%.
not underwnting me It really both- cost by atleas °
ered me" Sit ,
Mr Buckley immediately fired the . reduce time
reinsurer, which had participated in 5 *.eStellarNet can process medical
Lucent's and AT&T's programs for
nearly eight decades The long-term r— '5' bills that normally take 45 days or

remsurer months later wanted a sec-

more in 7 days or less.
ond crack at staying on the program

But Mr Buckley did not give it the op-
portunity, out of fairness to those who 1.
lined up to fill out his program
"Paul kept his word," noted Craig
O'Connor, who now is an Insurance
speciallst on Mr Buckley's staff but at |
that time was a broker with Aon "As «'
a broker, that was huge" - o El icall heck
Many of First Beacon's other rein- ] - °E ectronically check payment
surers"stepped up nght away and did , 7454,
what they weren't doing for others,"
which was providing coverage with ,. = *

no Y2K computer bug exclusions, Mr o#6 You Can'1 Allord To Wail.

O'Connor saidl rEam
l|4> ' T
Overall, Mr Buckley had to replace ’ )
a fraction of First Beacon's reinsur- E

ance program, which four reinsurers z
had undenvntten

reduce risk

Avoid duplicate bills and get timely,

accurate reports with attachments.

os imlrove setvice

status and pay bills fast via EFT

In the end, the shght change in rem-
surance saved the captive $90,000, he = =
said That happened because two
large international property reinsur- .
ers that joined the program wanted to . I e t e e t
participate on the lower layer of cov- B
erage for First Beacon To accommo-
date them, Mr Buckley expanded the <- LEADING IN CONNECTIVITY
layer by $100 milhon of bmits
That change pushed up the attach-
ment pomt for the blanket property .
remsurers, which cut First Beacon's if

net property remsurance costs by
$90,000

www Net.com = Net com +925-941-6280
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C d = t project managers purchasing re- captive from writing the coverage came a "real xeasury effort" after sovereign Interest rate, or the lower
re I dundant coverage Shortly after the chrectly, a fronting insurer writes he approached treasury officials rate that a country's banks offer
Thalland incident, Donald K Peter- the coverage, and First Beacon rem- with some ideas for moving balance only to their government

Continued from previous page son, who has been an executive vp sures the front as rruch as possible sheet items into the captive "This gives us a competitive ad-
When the local insurer learned and the chief financial officer for under local law f The program WhICh haS been Vantage " because Lucent can Offer
that Lucent had sent an adluster Lucent, issued a policy letter in Third, with First Beacon writing available abo it eight months, IS de- the longer-term financing that

because the loss was covered by a which he gave the risk management the CAR coverage, Lucent can meetl signed for suopliers that purchase meets customers' needs, Mr Buck-

global program, the local insurer re- department sole authonty in the its construction contractial terms their products from Lrcent and ley said

fused to respond to the loss, Mr company to arrange risk financing and conditions gmcxly « need longer credit terms than Lu- To maintain a consistent revenue

Bu kley said The Ich:al |ntsurT]r ar- Poe f*’z atlea ing Lucegnt to Fourth, be usq L [« fun S cen typl al_ provalTs begau Thstream cen arran EBfIhE@

sured" provision it contained woks Ope atio that L cent plans sures, the ra e that ItS busmess 1 The pr blem these customers face pnce, |nc|ud|ng the terest Lucent
Lucent argued that the local in- to spln off m tr>ing to arrange bank credit for is scheduled to collect from the

surer's policy also contained an Second, Lucent risk management Because the tmde cred,tfm- these purchases, typically valued at chent
"other insured"” provision and now underwrites the CAR coverage a couple of hundred thousand dol- Bank One remits to Lucent the

should be the primary coverage through First Beacon The captive gm,71 allows Lucent to off:r lars, is that many banks are looking sale price and charges Lucent inter-
The coverage dispute lasted near- charges business units premiums for much bigger deals, Mr Buckley est on the total receivable

ly one year, Mr Buckley noted "In and structuies terms and conditions /onger-term finangng E meet explamed First Beacon then charges Bank

the interim, we had a customer for the coverage Now, Lucent clients involved in One a premium based on the total

whose claims weren't belng paid " For each prolect, risk manage- customer needs, "this giv:s us relettlv?ly S|r.all prOJect§ have an recelvablfa The premium |§ calcu-

Ultimately, Lucent agreed to cov- ment begins with restrictive policy easier time bring up credit lated using a formula that incorpo-
Normally, Lucent offers 30-day rates two interest rates the

payment terms to clients sovereign rate m the country of Lu-

er about 70%, or $1 million, of the wording, but then it broadens cov- cen "
loss erage by endorsement to meet con- a competltlve advantage'
The loss annoyed Mr Buckley tractual terms and conditions It u ,ior example, a cable whole- cent's chent and a discounted rare
"Our project manager paid a premi- does that so that project owners - Paul F. BuckleY saler in Venezuela may want ex- Under this program, the credit
um to the local insurer” for cover- named as additional insureds on tended terms because it needs addl- arrangement is enhanced by a com-
age that did not fully respond, he Lucent's property coverage do not units pay average 60% less than the tional time tn sell the cable to an prehensive all-risk credit polic> is-
said try to take advantage of coverage rates commercial insurers charge end user sued by First Beacon, rather than a
The loss, however, led to some im- that Lucent has-such as hurncane for the coverage, M. Buckley said Rather thar making the chent ar- credit guarantee issued by Lucent
portant risk management Improve- coverage-but that Lucent is not That gives the business units a com- range financing locally at the pre- While the program currently is
ments at Lucent, as well as a com- obliged to provide as part of the petitive advantage wnen bidding valling interest rate, the credit pro- available only to Latin American
petitive advantage for the company CAR coverage, Mr Buckley ex- for projects gram allows Lucent to offer financ- clients, Lucent is exploring offering
First, risk management no longer plarned Mr Buckley said that pulhng to- ing terms at a lower interest rate it in Europe and possibly in the
has to worry about other units or When local regulations bar the gether the trade creilt program be- Lucent finances the deal at the Umted States El

nign.lech efforts increose deportment effkiency

By DAVE LENCKUS management will not incur startup costs s available to Mr Buckley and k.Is attorneys some time-consuming tasks that could delay
when it prepares submissions for other lines any time and anywhere they have Internet the completion of larger projects

rom propeity insurance submissions of coverage on CD-ROM, Mr Buckley said access The intranet system helps the department
to litigation management, high tech- Another high-tech effort is a 10-month- Eventz.ally, Mr Buckley wants all of the run efficiently, in large part because the in-
nology drives data through the risk old Web-based litigation case file system, pleadings for all cases put online He also formation source minimizes the number of

management department at Lucent which Mr Buckley calls a "critical compo- would like to see Lucent's natior al contracts phone calls from Lucent business units
Technologies Inc nent” of Lucent's litigation management mline so they would te readily available Users of the intranet can find Lucent's risk
Technology also is a leading driver process when Lucent faces litigation inr olving con- management manual, description of the
of departmental efficiency and is helping The custom-built system, which has :racts Company's various insurance programs,
make risk management even more effective, drawn rave reviews from Lucent's regional The sb stem, which insurance and risk claim filing procedures and online claim

according to Paul F Buckley, treasury diree- counsels for litigated general liability and management solutions provider Mitratech forms

tor-risk management auto liability claims, does not contain every 201 p of Los Angeles is develop_ng, eventu- With insurance policies and claim forms
Among Mr Buckley's several high-tech ef- scrap of information on a case But it places ally will feed into the risk management data available online, the department IS pushing
foi ts is the property insurance submission in at the attorneys' and Mr Buckley's finger- Taretouse that is currently uncer develop- much less paper "You don't want to mail
a CD-ROM format that his depal tment IS tips volumes of critical claim and litigation nent The data warehouse willoe one cen- out 900 copies of a change in an endorse-
preparing with broker Aon Risk Services information that otherwise would be far .ral location where the nsk man.*gement de- ment" to an insurance policy, Mr Buckley

Inc Mr Buckley said he intends eventually more inconveniently filed away partmen: and Lucent e>.ecutiveq can access said

to make all of Lucent's insurance submis- The system also allows the attorneys and .irtually any type of risk management data The loss control page is a ti emendously ef-

sions on CD-ROM Mr Buckley to communicate better ne_uding pollcies, claim information, billing ficient tool, according to Dennis Gemignani,
Mr Buckley predicts that the submission, Some of the more-basic claim information and automobile fleet records an Aon Risk Services Inc engineer who is

which likely will go to market in May for that the system provides includes the details Another high-tech tod that the risk man- assigned as Lucent's full-time dnector of

Lucent's October renewal, will benefit un- of a claim and names all the parties, includ- agement department depends upon heavily loss control

derwriters ing the claimant, attorneys and adjusters s iss intranet system Mr Buckley said that Among other things that business units
Perhaps the most obvious advantage is But the biggest advantage of the system is a dozen nsk managers have visited Lucent to can find on the Web page are site inspection

that the single CD will be far less cumber- that It helps the risk management depart- :ak€ the system for a tess dnve schedules, Lucent's fire protection standards

some than the reams of papel in a tradition- ment evaluate claims by providing far more With a staff of only six professionals, Mr and links to loss control service providers

al coveiage submission information and in a more convenient and Buckley said, "yorve got to think of differ- and to various property protection associa-

More significantly, though, the CD format consistent format than the department had 2nt ways to do things" to help them avoid tions
will provide underwriters with far more in- before, according to Mr Buckley
formation without making the submission For example, prior to Lucent's attorney
unwieldy attending a settlement conference in a bodi-
For example, the submission will include ly injury case, Mr Buckley can use the sys- . 1 1 1 ’ 2 —— ——I L F— 1

3%2395EIFijf656:EBESE15fe&* SEESYYESEY ES Lot oot tig. r5vit67FC<. 1

latest report has better and more Information about the
And after they download the submission case, so his attorneys do not have to spend as == A
onto their computers, underwriters will be much time writing long evaluation reports
able to sort the data in any way they choose and reviewing the case with him NO j/
Mr Buckley said that expected cost sav- The system also automatically reminds
ings alone have not driven his effort The CD users of important dates For example, the
submission reflects Lucent's status as a system reminds Lucent's attorney, claims
leading-edge, high-tech company, and it adjuster, third-party administrator and risk
demonstrates the pi otessionalism of the risk management about the initial case confer-
management department, he said ence that Mr Buckley wants held within 30
Mr Buckley acknowledged that he cannot days after a lawsuit is filed The system also
prove how the submission will be of benefit will alert risk management about the dead-
to Lucent in the market "But if you submit lines for filing litigation notices with insur-
a good professional submission to the mar- ers
ketplace, | believe it will be reflected in your Besides litigation management, the system
pricing " also is a risk management tool, Mr Buckley
The cost of developing the CD submission noted For example, he can pull up a report
was between $15,000 and $20,000, compared on slip-and-fall cases that will allow him to PHOTO MICHAEL MARCOTTE
with the $10,000 that a traditional submis- Identify whether an unusually large propor-

Paul F. Buckley, center, with representatives of Aon Risk Services of New York,
mon costs to prepare tion of those cases are attributable to a cer-

left to right: James C. Ash. managing director-strategic account management;
Warren Mula, executive vp and managing director; Tom Drag, senior vp; and
Joseph R. Cirone, an account executive for Aon Consulting in Parsippany, N.J.

The next property submission in the CD- tam type of surface or occur around the
ROM format, however, should cost Lucent same time of day
only $5,000, M Buckley said And, with one Another important advantage of the sys-
CD submission already completed, risk tem IS that It IS Web-based, which means it
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Lucent spinoff lo pul new spin on workers comp

By DAVE LENCKUS

risk man ementipnpgram
T .
ur T H chti H |4l
rJgn A U 5

uckley is at it again.
Mr. Buckley, treasury director-
risk management for Lucent
Technologies Inc., has been
charged with constructing a pro-
gram for Lucent's enterprise net-
works division, which Lucent
plans to set up as a separate com-
pany on July 1. Lucent, itself a 4-
year-old spinoff from AT&T
Corp., plans to completely spin off
the new, yet-unnamed company
on Sept. 30.
The new company will not have
its own risk management depart-
ment immediately.

The new spinoff will have an
impact on Lucent's risk man-
agement department. The
risk manager likely will come
from the existing staff | have.’

- Paul F. Buckley

The division reported $8 billion
of revenue in 1999 from the pro-
duction and sale of voice-mail and
telephone systems for business. It
has 34,000 employees.

In building a new risk manage-
ment program, Mr. Buckley faces
a variety of challenges that he
cannot overcome simply by copy-
ing the award-winning program
he has built for Lucent.

Perhaps most notably, unlike at
Lucent, the new company's risk
management department will be
responsible for workers compen-
sation.

Some similarities between the
two overall risk management pro-
grams are expected. For example,
Mr. Buckley plans on financing
many of the new company's prop-
erty/casualty risks through a new
Vermont-based captive. As is Lu-
cent's Vermont captive insurer,
the new company's captive will be
managed by Marsh Management
Services Inc.

Mr. Buckley has enlisted Bruce
A. Bay, who retired in April as
Lucent's third-party administra-
tor account executive, to aid him
with policy management and
placement issues. Mr. Bay now is
president of risk management
consultant Bruce A. Bay & Asso-
ciates Inc. of Eureka, Mo.

But just as Mr. Buckley did not
merely replicate AT&T's risk
management program when he
was building Lucent's, he plans
on giving the new company's pro-
gram its own signature.

"It will not be a copy of ours,"”
Mr. Buckley asserted.

Perhaps the biggest challenge
will be in bringing the workers
comp function under risk man-
agement at the new company.

At Lucent, as at a few other
companies that once were all part
of the Bell telephone system, hu-
man resources is responsible for
workers comp.

One of the difficulties in moving
workers comp into risk manage-
ment at the new company will be
capturing all of that operation's

workers comp data, Messrs. Buck-
ley and Bay agree.

Mr. Buckley explained that
workers comp has been cofered a
variety of ways-including
through traditional insurance,
self-insurance and retrospectively
rated programs-over the years at
Lucent and before 1996 at AT&T.
As a result, capturing all workers
comp data will be difficult be-
cause the data is mot centrally
maintained, he said.

"So it creates a challenge-not a
problem,” Mr. Buckley observed.

Currently, about 60% of Lu-
cent's workers comp risk is self-

insured and self-administered.

The remainder is covered
through a large-deductible pro-
gram. That is how Mr. Buckley
plans to cover the risk at the new
company, because the company

will be too young to qualify as a
self-insurer.

The historical information is
critical for a couple of reasons,
Mr. Bay noted.

Underwriters need it to get a
sense of the new company's expo-
sures and its loss picture.

INn addition, because the new
company will take responsibility
for existing claims filed by work-

PXRE Reinsurance Company

Committed to continuity of coverage in risk transfer

ers in the enterprise division, Lu-
cent needs accurate reserving data
for self-insured losses. Without
that, Lucent risks losing capital to
the new company by allowing it to
overreserve. Conversely, without
accurate data, the new company
could wind up underreserved for
losses.

A potential issue that Messrs.
Buckley and Bay plan to address
up front is the culture shock em-
ployees may feel when they move
into a more traditionally insured
program with features like case
management and return to work.

A different challenge that the

new company likely will create
for Mr. Buckley is its impact on
his staff.

When the company establishes
its own risk management depart-
ment, it likely will draw some
professionals from his own staff:
he said.

Indeed, "the risk manager likely
will come from the existing staff |
have," Mr. Buckley said.

"From a personal side, it create.
another challenge"” in Lucent's
risk management department, he
said. "But | would never hold
back one of my people for my own

ease of life." m
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Buckley st¢irted at the top-of o telephone pole

By DAVE LENCKUS who directly have cast a vote for a old consumer protection law,
U S presidential candidate dunng which carried stiff penalties for

aul F Buckley took the a general election violators The familiarity with the
first step in his risk man- Mr Buckley did not turn to the law that Mr Buckley gained dur-
agement career shortly telephone company for steady ing his tenure with tne attorney

after high school, though work on a lark His father was a general's office helpec him land a =
somewhat grudgingly second-generation telephone com- position in the self-insured com-
and with little ldea pany worker, who later retired as pany's legal department investi- ’ )
where his new job would lead him an installer/repairman for New gating and managing claims '
At that time, in the early 1970s, England Telephone The elder Mr Mr Buckley also found that his 364
Mr Buckley was Just appeasing Buckley's mother had been a chief experience during his early years N
his father by giving up the high operator for the company, now a at the phone company also was a
hourly wages but unsteady work part of NYNEX big advantage in managing
as a laborer The younger Mr Mr Buckley, his two older claims, because many claims in-
Buckley found steadier work brothers and two younger sisters volved how the company set poles, P =_"
climbing telephone poles in the were reared in Brockton, a work- or buried cables c- 1
boondocks, splicing cable and in- ing-class community nicknamed He eventually became responsi- PHOTO MICHAEL MARCOTTE
stalling and repairing equipment Shoe City Brockton also is the ble for working with defense at- Paul F. Buckley with his family, from left: daughter Anna
for what was then New England hometown of boxing greats Rocky torneys on the most serious and Buckley, wife Lorraine and daughter Kate Buckley.
Telephone Co Marciano and Marvin Hagler complex claims filed against the
But sometime over the following In 1971, Mr Buckley's father company
quarter century, during which he pressed him to take the telephone Five years later, New England help prepare Mr Buckley for the risk management program that in -
also learned to manage claims, Job, maintaining that the steady Telephone was headed toward an- global risks he oversees now at corporated his Ideas
something changed Mr Buckley's work hours would make up for the other shakeup, as was the tele- Lucent In December 1995, Mr Buckley
mind lower pay phone industry The U S Justice AT&T moved ItS claims-han- was appointed risk manager of the
He became "passionate" about A "l di(in't believe him, but | took Department in 1982 had ordered dling function to risk management company
both his work and the tele- the Job anyway,"” recalled Mr AT&T to divest itself of 22 local from security In addition, the "Everybody said | took a huge
phone/communications industry 1 Buckley, now 48 He found he did telephone systems, which had to Denver claims office assumed so_e gamble,” Mr Backley recalled He
Four years ago, eager to test the like the steady hours be reorganized by 1984 into seven responsibility of all US claims- was moving tia new company
risk management ideas he had ' As his father had done, Mr regional holding companies, or handling operations for KI&T's and tripling hi. mortgage by mov-
formulated for years as AT&T Buckley started as a lineman '‘Baby Bells " captive insurer ing back to New Jersey
Corp 's claims manager, he sought . Over the next four years, he In 1983, AT&T subsidiary AT&T The claims department's move "But | never saw it as a gamble.

and won the position as risk man- moved up to positions as a cable Information Systems Inc of War- to risk management gave Mr | saw it as ar opportunity,” he
ager for AT&T spinoff Lucent splicer, an installer/repairman ren, NJ, chose Mr Buckley as its Buckley the opportunity to .earn said "l had th€ opportunity to see
Technologies Inc and a foreman corporate insurance and claims abott risk financing from then- if my ideas at AT&T would work,"
This year, a panel of 10 indepen- In 1975, though, the company manager for the claim department AT&T risk manager Barbara he explained 'I'd die to be on a
dent judges determined that his was downsizing That prompted the company was creating AT&T Babiak learning curve at the end of mr
deas and their execution had Mr Buckley to leave, but his de- Information Systems was a dereg- "Sne taught me a lot about risk- career "
earned Mr Buckley the 2000 Bust- parture and subsequent new job ulated equipment sales subsidiary financing strategy,' he said Mr Buckley was assigned his
gess Insurance Risk Manager of would blaze a path for him back of AT&T, which still was a regu- As he learned, Mr Buckley grew staff in January 1996 Over the
‘he Year Award to the telephone industry and into lated monopoly at that time eager to test his own Ideas The next nine months, the team fo-'
Looking back now, Mr Buckley] risk management The claim-management model problem was that he was no: in a cused on evalnating the compa-
ireasury director-risk manage- Because the Massachusetts at- that Mr Buckley designed so im- position to do so ny's risks and designing and im-
ment for Lucent, says he sees how torney general was a friend of the pressed AT&T officials that AT&T That changed in September plementing a nsk-financing pro-
ne has had to draw on all of his Buckley family, Mr Buckley land- adopted It companywide AT&T 1995, when AT&T executives an- gram to protect the company
ife's experiences to build and run ed a position in the attorney gen- centralized claims management nounced they were spinning off when AT&T fully divested it on
Lucent's risk department "Every eral's consumer protection divi- for all of its units under Mr Buck- the company's communications Oct 1,1996

skill | have-from being a politi- mon ley two years later systems and technology operction The effort lei to a reduction in
man's son, to a lineman to a claim "l went to work for some great "l was pretty pleased where | As a result of the breakuf, the policies, broader coverage and
manager-every skill I've needed guys who really taught me how to' was then at that point in my ca- three new companies coulc sell significantly 10 *ier costs than bro-
in this Job " investigate," Mr Buckley said reer," Mr Buckley said their products anc services tc cus- kers had estimated for Lucent In

The politician was his mother Three years later, though, Mr Though Mr Buckley remained tomers other than AT&T recognition of the team's accom-
She was elected to the Democratic Buckley wanted to return to pri- AT&T's corporate insurance and When Mr Buckley saw whica plishment, Lucent presented it the

State Committee in Massachusetts vate industry He managed to claims manager until 1996, sever- AT&T executives would be run- company's C FO Recognition
.n 1960, to the Brockton, Mass, hook up again with New England al more changes lay ahead for ning the company that eventially Award 1 1997
Dity council in 1970 and to the Telephone as a repairman him, beginning in the late 1980s would become Lucent, he began Mr Buckley s hobbies Include
Massachusetts Senate in 1972 Ms Mr Buckley thought he would In 1988, he moved to Denver to lobbying for the risk manager s golf, Caribbeal cruises and read-
Buckley, who retired from the be able to use his investigations consolidate three Western region position "l knew it was going to 1 ing, especially biographies of fig-
Senate in 1988, was among the background to move into the com- AT&T claims offices He initially be a great company,” because the | ures of historical significance
first women elected to that leg- pany's security department agreed to only a two-bear reloca- management team consisted of | He and his wfe of 29 years, Lor-
slative chamber New England Telephone, tion, but he "fell in love with Den- what Mr Buckley described as , raine-a former schoolteacher
Ms Buckley also was a member though, wanted help to ensure ver" and remained there until "risk takers " who also works at Lucent in cus-
)f the Electoral College in 1976 that it was fairly settling third- April 1996 He said he felt that a mar_age- tomer relatiors-live in Moun:
Mr Buckley proudly points out party claims against it so it would Two years after moving to Den- ment team like that would giv2 Olive, N J They have two daugh-
:hat she IS one of the few people not run afoul of the state's 3-year-, ver, other changes at AT&T would him the opportunity to design a ters Kate, 27, and Anna, 23 Eil

Buckley honored by friends, feimily, colle¢|gues

By DAVE LENCKUS Senior Editor Dave Lenckus "l promise Ill be the best AT|> -
presented Mr Buckley the ambassador for risk manage-
he playful verbal award, signified by a crystal ment,” he told the gathering of

sparring that Paul F obelisk, in Mornstown,NJ,on nearly five dozen "l look
Buckley typically likes Api'117 forward to that , == =, .
to provoke with his Mr Buckley began thanking
management, staff, an extended list of management,
vendors and friends gave 7 promise 111 be the best staff, associates and loved ones 5 / f
way to kudos and touching . by noting that, as a native of -
sentiments at the luncheon ambassador for risk man- Massachusetts, he subscribes to
honoring» Mr Buckley as t_he agement. | look forward to "the John Kennedy theory If
2000 Business Insurance Risk you're not the brightest star in
Manager of the Year that.' the sky, surround yourself with
Mr Buckley, treasury them ~
director-risk management for - Paul F. BUCkley He began by thanking Meg t
Lucent Technologies Inc, was Walsh, Mr Buckle=>'s original
selected for the 23rd annual immediate supervisor at Lucent PHOTO VItCHAEL MARGOTTE
award in voting by 10 Opening his acceptance and someone Mr Buckley often A
independent judges Business speech, Mr Buckley said he felt reminisces about fondly Paul F. Buckley (center) holds the Risk Manager of the Year
Insurance Published Editorial "honored and humbled " Ms Walsh, who was a vp and Award presented by (from left) Editor of Business Insurance
Director Kathryn J Mcintyre, "And that's unusual for me," treasurer, died several years ago [ aul D. Winston, Senior Editor Dave Lenckus, Publisher/Editori-
Editor Paul D Winston and he Jested Continued on nert page al Director Kathryn J. Mcintyre and Associate Publisher/Adver-

tising Director Martin J. Ross Ill.
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Continued from previous page
while giving birth.
She gave Mr. Buckley the wide

latitude necessary to try some

creative approaches to risk

management.

"Meg said to me, '"You have
a free hand' " in building Lucent's
risk management department. 'Do
what you can do to make it the

best in the industry,” " he
recounted for the audience.

Mr. Buckley's current im-

mediate supervisor, Assistant

Treasurer Kevin G. DaSilva, "was
a blessing to us with his strong,
quiet leadership,” Mr. Buckley
said. "He pushed us in the
direction we needed to go by
asking the right questions.”

Also on Mr. Buckley's list of ap-
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preciation were:

* His risk management staff.

He cited in particular Kevin
T. O'Reilly, corporate counsel to
risk management, for his willing-
ness to make decisions; Claims
Manager Arlene Polcari, whom
Mr. Buckley "would recommend
for any claim job out there,"” and
Senior Treasury Manager Thomas
J. Edridge, whom he called "one

of the best underwriting guys" he
has met.

= The staff in Lucent's finance
department.

Mr. Buckley said the finance
personnel and management have
helped him to understand the fi-
nancial side of Lucent's business.

- Severalfornner and current

insurance brokers.

Mr. Buckley thanked the bro-
kers who supported his plans to
take risk management in a new
direction at Lucent, helped him
understand insurance policy con-
struction and were not afraid to
be honest with him.

= His insurance markets.

Mr. Buckley said his insurers
have been "great partners.”

"Without them, we prob-
ably would not have gotten where
we needed to be," Mr. Buckley
said.

= The four attorneys responsi-
ble for handling all litigated gen-
eral liability and auto liability
claims against Lucent-

Mr. Buckley also paid tribute to
several members of his family in
attendance at the award lun-
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cheon, including his mother,
brother, sister and godson.

Mr. Buckley became a little
emotional when he saluted his
wife of 29 years, Lorraine, and his
two daughters, Katie and Anna.

Mr. Buckley closed as he had
opened his remarks by honoring
someone close to him who has
passed away.

He said he was sure that his fa-
ther, whose gift to him was a
"great sense of humor,"” was look-
ing down on him that day.

Among those in attendance at
the luncheon who congratulated
the Risk Manager of the Year was
Mr. DaSilva.

He credited Mr. Buckley with
being a "very patient” teacher of
risk management.

"My questions may not have
been on the mark as much as he
implied,"” Mr. DaSilva added.

Broker Annemarie E. Tobin, the
Lucent account executive with
Marsh USA Inc. in New York,
called Mr. Buckley "a great guy to
work for.”

Ms. Tobin, a senior vp with
Marsh, explained: "It doesn't mat-
ter who you work for-you work
for Buckley."

Broker Thomas Drag, a senior
vp and the Lucent account execu-
tive with Aon Risk Services Inc. in
New York, described Mr. Buckley
as "demanding but fair"” and a
"unique person.”

"Some relationships transcend
business," Mr. Drag said. "When
it happens, it's wonderful.” 1
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Ted leslee keeps the show on the road

By MARK A. HOFMANN

AIlllIA ne can begin to understand

Theodore G. Jeske's approach to

risk management by considering

the words that guide two organi-
zations that he has served.

\V/// The motto of Historic Tours of
America Inc. holds: "Safety first and cour-
tesy a close second.”

The U.S. Air Force Intelligence Agency,
in which Mr. Jeske once served, admonish-
es its members to be "ever vigilant."

Putting those mottoes into practice has
helped earn Mr. Jeske, HTA's risk manager
since 1997, a place on the 2000 Business In-
suranee Risk Management Honor Roll, rep-
resenting small companies.

Key West, Fla.-based HTA is a "trans-
portainment” company that combines en-
tertainment and transportation services to

provide historically oriented vacation ac-
tivities in several locations around the

country. Spreading beyond Key West, the
company today also has operations in
Boston; San Diego; Savannah, Ga.; and
Washington.

As HTA's risk manager, Mr. Jeske is re-
sponsible for risk management, safety and
fleet management for the company.

Among his accomplishments at HTA, Mr.
Jeske:

* Implemented a number of safety pro-
grams for unique exposures designed to
protect both employees and customers (see
story, page 97).

« Created a highly successful temporary
modified duty program that keeps injured
employees involved with the company as
they recover, which speeds their return to
work and lowers costs (see story, page 98).

« Put together a comprehensive proper-
ty/casualty insurance program to deal with
the unique risks facing HTA (see story, page
100).

Also notable is that the 37-year-old Mr.

Jeske managed these achievements as a
one-man office without even an adminis-
trative assistant.

His HTA supervisor and a former insur-
ance broker for the company both credit the
risk manager's success to being vigilant
with regard to potential problems.

"First and foremost, Ted is a safety guy.
We have painted on the walls of all our trol-
ley barns our HTA motto-'Safety first and
courtesy a close second.' That's more than a
slogan for Ted; it's a way of life. He instills
that safety motto in everyone he works
around,"” says Edwin A. Scales Ill, HTA's
general counsel and vp-legal affairs and
government relations.

"When there is a safety problem, every-
body knows about it, and they know it
needs to be corrected. He's brought safety
to the forefront, and our record reflects
that," says Mr. Scales, to whom Mr. Jeske
reports.

Mr. Jeske is "forever vigilant-no detail

is too small. If you can avoid routine losses,
chances are you're going to avoid the severe
unexpected event," said W. Eric Meyer,
who served as HTA's insurance broker from
1992 to 1999 while with Sedgwick Corp.
and, subsequently, Marsh Inc.

"Ted was deeply influenced by his mili-
tary training and the positive lessons he
learned in the Air Force/' said Mr. Meyer,
who is now a vp with Morgan & Cheves In-
s-trance in Alexandria, VVa.

"The most amazing thing that you get
v,ith Ted is he is a master at taking very
Emited resources and totally being able to
achieve the unexpected-and, sometimes,
even the impossible,” said Mr. N eyer.

Mr. Jeske himself stresses the importance
of watchfulness in avoiding losses.

"l don't believe in accidents. | don't be-
1.eve there has ever been a true accident,”
says Mr. Jeske. "It may not have been pur-
posely done, but | don't believe in

See Jeske on nert page
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management application, rather than a cus- around in binders or books--one of his most
tomized risk management information sys- Important achievements
tem product, to develop the database He also spreads the safety message by w-it-
"To give the information that the safety of- ing a column on safety issues in the company
accidents Somebody somewhere did some- ficers and the general managers needed to newsletter, which goes out to employees, ven-
thing they shouldn't have done, or forgot to continually enforce the safety polices we have dors, underwriters and the company's broker
do something they should have done established, you need that data all in one As he prepares each monthly column, Mr
Whether it was intentional or unintentional place," he said
really doesn't come into it

leske

Continued from previous page

Jeske tries to pick an issue that's relevant For
That central data resource is critical to example, he might write on slip and fall pre-
"One of the mottoes we had in my military HI'A's safety management, Mr Jeske said vention if there have been recent slip and fall
days was the pnce of peace is eternal vigi- "For example, | can now research a driver incidents, or on heat exhaustion, heat Stloke
lance, and | believe that in order to be safe specifically and let a general manager know and the like dunng the summer months
you have to be ever vigilant, to really and tru- if they've had any accidents, where the acci- The latter is particularly relevant to the
ly have a good safety program " dents occurred-was it the right front corner Florida operations "It can get unbearably
Mr Jeske joined HTA In 1996 as claims of the trolley, was it the rear corner, what hot m Key West or Savannah," he noted
manager after having served for 10 years in time of day it was-whatever trends we show While centralizing HTA's safety and loss
the U S bar Force Intelligence Agency In m a driver," he said data has proved critical to the success of
May 1997, he became the company's risk Mr Jeske said the information contained in HTA's risk management efforts, other areas
manager the system helps the company's general man- demand a more customized approach
"The biggest challenge was getting people agers-who oversee operations at each of its Mr Jeske is responsible for a risk manage-
to take this office seriously | felt that when | five locations-make the proper training ad- ment program that covers operations in all
first started with the company-and | started lustments Drivers then can be retrained or, five of the company's locations
as claims manager-that we were Just a pain in some cases, offered a different position, he The challenges are that you usually do ev-
in the neck to everybody A lot of the way the said erything five times," he said Even seemmgly
department was run was through memos and "They now have that information at their simple matters, such as issuing insurance
things like that, but there was no actual get- fingertips, mstead of lust going out there and cards to employees, must be done five differ-
ting out there, seeing what was going on, do- saying 'OK guys, we need to be safe, we're ent ways, he noted "Each city we operate in
ing preventive things in loss control instead having too many accidents; which is what | has its own set of laws We have to make our-
of just waiting for something to happen and felt we were doing when | joined the compa- selves aware of them and make sure that we
cleamng up the mess," he said ny " are following whatever laws apply," Mr
Mr Jeske also found that he had to pu: the The process doesn't stop with the man- Jeske said
company's claims and loss information into a agers, either The chief operating officer and He also has to tailor HTA's defensive-driv-

PHOTO MICHAEL MARCOTTE

Theodore G. Jeske with his supervi-
sor, Edwin A. Scales 111, general
counsel and vp-legal affairs and

government relations for Historic
Tours of America Inc.

HTA is not his alone

| can't emphasize enough how much coop-

central and readily usable format for himself president of HTA also receive copies of the ing course to each city, because each city has eration | get from the company owners on

and the company, a task he performed on a information
laptop computer

unique dnving patterns or situations
"It's what we, m my milltary career, termed

down The company was started by four men
For example, in Key West, "we don't have as partners Three of those men are still allve

"l currently have 20 years' worth of loss 'Information warfare ' We're out there to pre- to deal with a whole lot of roads where you go They get me all the support | need If | have
runs in my database, but prior to me joining vent the accidents, to prevent the lawsuit more than 35 miles an hour,” said Mr Jeske questions, or there are things | would like to
the company, that database had been started when something does happen, and we can In fact, HTA's fabled "Conch Train" often see us doing, they take all of that seriously,”
but was incomplete,"” with information in only do that when we have the proper infor- goes no more than about 15 mph and is mca- he said

varying formats and spread among various mation
documents, Mr Jeske said

pable of exceeding 25 mph But its drivers

"It was a good program | di(in't nde Into

Mr Jeske considers getting the information may have to watch out for bicycles, mopeds HTA as a white knight and make HTA great

Mr Jeske used Filemaker Pro, a database m a usable format-"rather than having it sit and pedestrians more than do those in other They had a lot of good programs when | came

Pasl expedeme key
lO success for leslee

o matter how you measure it, The littlest detail can tip you off to some-
it's a long way from Milwau- body who has a driving problem or
kee to Key West maybe has a personal issue that they
Yet lessons Theodore G need to work through before they're
Jeske learned as a part-time driving," he said
municipal worker in that Mid- It was paying attention to driving that
western city pay off as he tackles the helped brmg Mr Jeske to Historic Tours
challenges of being risk manager for a of America Inc While stationed in Key
"transportainment” company with head- West, he noticed that most military peo-
quarters in the southernmost city in the ple regarded the HTA trolleys as an an-
continental Umted States noyance that slowed their progress get-
"When | graduated college, | was look- ting to and from work But Mr Jeske also
ing at what | wanted to do with the rest noticed something else The trolleys
of my life," said the 37-year-old Mr weren't involved in many accidents
Jeske He had worked for the city of Mil- Still, Mr Jeske's road didn't lead di-
waukee in the sanitation department rectly to HTA-r rlsk management-af-
during summer vacations while he was at ter he left the Air Force His first Job af-
the University of Wisconsin-Stevens ter leaving the service was as a pharma-
Pomt cy technician But the HTA's treasurer,
Although he had taken driver's educa- who attended the same church as Mr
tion in high school, "my real first train- Jeske, suggested that he apply to HTA
ing as a professional driver came with He was hired quickly and served as
the city, bemg tramed as a snow-removal -ialms manager for less than a year be-
person,” he said fore being "told to apply for the lob" of
The Job required attention to detail risk manager
and safety, two quahties that remained a "l said 'l really don't have any experi-
part of his work after Mr Jeske joined ence as risk manager, | don't know If
the U S Air Force, armed with a bache- they'd take my application ' | was told,
lor of science degree in polltical science 'No, I've heard that you should apply for
"All through the mihtary, they empha- the lob
size safety If you don't do something Mr Jeske belongs to both the National
right, you could end up Killing yourself Fire Protection Assn and the American
or a whole bunch of other people,"” he Society of Safety Engineers
said Mr Jeske and his wife, Dierdre, have
"The mihtary made me more detail on- two sons-Andrew, 3, and Nathan, 1-
ented than | had been Details are what and llve m Big Coppitt Key
made or broke something” An active member of Revelation House,
Mr Jeske spent 10 years in the U S Air a non-denominational church, Mr Jeske
Force Intelligence Agency says that his favorite book is the Bible
"There are people who depend on you He's also an enthusiastic woodworker
for the information, and it has to be ac- who counts the programs of Bob Vila and
curate, so you have to pay attention to other television home-improvement ex-
the details That's one thing about safety perts as his favorite viewing
You have to pay attention to the details -By Mark A Hofmann

locations, he said here | think what | brought to the table to
In Boston, "the traffic is lust crazy because help make the program better was my atten-
of the Big Dig and everything else,"” said Mr tion to detail and my willingness to provide
Jeske, referring to a massive, long-running the information to the CEO unsugarcoated "
public works prolect to create a new down- "They have shown me the respect and the
town highway and a tunnel under Boston cooperation, it's a fun place to work | can see
Harbor where Insk management can be a pain, but it's
Mr Jeske stresses that the achievement at actually a fun place to work " Ell

Beating the hec¢il
cimong the ch¢illenges

By MARK A. HOFMANN A critical safety 1SSUe presented by the

overheated cabs on HTA's Conch Train, for
f you can't stand the heat, get out of example, was driver fatigue

the kitchen, the adage holds
When the heat's being generated by Key West for decades, IS powered by what
the summer sun beating down on the is basically a late 1970s or early 1980s mod-
cab of Key West's fabled Conch Train, el AMC Jeep converted to look like a train

however, the solution was to get the engine, complete with black paint
heat out of the train engine But "when you're driving around in Key
That's Just one of the safety challenges West on a hot summer day, the temperature
that Theodore G Jeske has surmounted as in there is well over 100 degrees," said Mr
risk manager of Historic Tours of America Jeske One of the drivers, who also serves as
Inc, a tour operator based in Key West, Fla an HTA safety officer, told Mr Jeske that
Transportation-related safety exposures he was having problems remaining alert
are the most prevalent risk facing HTA, but with the extreme heat as he drove tourists

they are by no means the only ones Mr around the island
Jeske also has tackled such unusual haz-

The train, which has been a fixture of

Mr Jeske joined the driver in a tour and
ards as maintaining the historic integrity of learned firsthand of his misery
an old ice house turned shell shop while "l only went half a day | was sweating, it
minimizing the company's slip and fall risk, was a miserable experience," he recalled
and preparing contingency plans for disas- Mr Jeske began looking for a solution At
ter in five separate locations (see story, a National Safety Council congress, he
page 98) found a product called the CoolSeat, made
The risk manager, of course, also address- by Exothermal Technology Corp of Palm
Bay, Fla, that IS designed to pull excess
"For the most part, | think most of our in- heat from a drivers' body and lower the

juries come from lifting something, whether temperature of the cab by as much as 20%
it's a CASTmember in one of our retail

es more routine exposures

In addition, Mr Jeske had the exterior of
stores or a conductor who's helping some- the Conch Train cab painted in a reflective
one getting on and off the trolley or they're paint to help deflect the sun's rays
lifting something onto a trolley,"” said Mr Transportation risks also pose the great-
Jeske est risk to customer safety
"l think most of our inluries are back “Our greatest exposure comes from the
strains, and we have done a lot to try to transportation side because you have a per-
prevent these strains as far as proper lifting son who's driving and giving a tour and
techniques” there's up to 42 passengers on that trolley,"
It's the nature of HTA's "transportain- Mr Jeske explained The Conch Train that
ment" business, however, that presents the company operates in Key West carnes
some of the more unique challenges Mr up to 64 passengers, he added
Jeske has solved See Safety on ne:rt page
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trolley barn is different, he noted
Mr Jeske is now explormg ways to create a

safety retraining and refresher course for
-
HI'A's dnvers =

Safely

Continued from preutous page
In San Diego, for example, dr-vers cross the "After you've been driving for a while, even
Coronado Bay Bridge that spans the San our veterans need to be refreshed on some
Diego Bay at a height of about 200 feet "Go- thmgs," he said o
ing over that bndge m a trolley going 45 The risk manager is working with Royal & 11 3 -1 . < 1 -7
mph-if we ever had a problem, that would be SunAlhance to develop a computer-based T - = ’ b1
a very senous issue," he said training course, under which a driver will be
Drivers have a regular safety talk they give put in different simulated situations and re-
when passengers board the vehicle This in- ceive a printout evaluating his or her perfor-
cludes standard warnings concerning smok- mance in the simulation
ing and the need to keep limbs inside the ve- This process will allow HTA to identify ar-
hide Drivers are supposed to give it at every eas for improvement for specific dnvers, he
stop of the tour, but sometimes they get tired, said This could include not looking far
1VIr Jeske noted enough ahead or not allowing enough room
In an effort to promote observance of such for the trolley
safety rules, Mr Jeske has given loss control He could then tell the dnver "You haven't
personnel from Royal & SunAlliance Insur- had any accidents, but you've still had a prob-
ance Co -which writes HTA's automobile, lem in this area We'd like to work on it with
workers comp and habihty insuranci-"VIP" you to make you a better driver"
passes that enable them to nde unobserved on The emphasis on loss control for HTA stems
the company's trolleys and other vehicles in large part from the nature of its business,
This allows them to note safety problems and he said
report back to Mr Jeske "The minute you have an auto accident,
Another driver safety issue arises because even if it'S a small one, the people who are
"we have more turnover than | think we your guests are inconvenienced," he said
would like," said Mr Jeske "From a cost Keeping employees and guests safe when
standpoint, it's not cost-effective to continu- they've disembarked from HTA's vehicles and
ally train drivers," he said entered one of the company's numerous retail
"We get a lot of college students who drive establishments or other attractions also falls
for the summer vacation m our northern under Mr Jeske's purview craftsman and came up with an idea to show accidents and safety issues to the Ask manag-
cities, which IS when we need them," he ex- The Shell Warehouse m Key West present- maintenance people how to make wooden er Although the safety offices report to the
plained From a business viewpoint, though, ed particular challenges wedges to put m between the floor boards As general manager at each of their locations,
such turnover ism't a bad thing "because when The gift shop is located m what had been an a result, the Shell Warehouse retained its they have a "dotted line" reporting relation-
winter comes, we don't necessarily need all lee house owned by one of the founders of the flooring without the potential problems creat- ship with Mr Jeske, who is in constant con-
those employees," he said city ed by the original gaps tact with them
"It looks like they'd built the floor out of "The best tool | have m my job, besides my Their commitment to the task is evident, he
which was created with material provided by railroad ties There's a gap, sometimes 2 inch- computer, is the fact | have people who are re- said, in that even when giving their own tours,
its former workers comp insurer, Travelers es, between them" so melting ice could drip ally committed to safety," said Mr Jeske they will follow behind another trolley, par-
Property Casualty Corp, and the National out, said Mr Jeske "That doesm't make for a The commitment to safety begins at the top ticularly if its driver is a new tramee, to see
Safety Council very good gft shop floor " and permeates the company, he said how well they're doing and how well they're
The progi am is tailored to fit the particular The company had tried several ways to "They all support safety 100% | have gen- following their training, Mr Jeske said
situations of each city patch the gaps, so that people wouldn't trip or eral managers I've worked well with that "That makes my Job 1,000% easier,” he said
For example, HTA safety officers and oper- wheelchairs wouldn't tip over But "you have when | come up with safety initiatives, they Mr Belland, the CEO, coined a company
ations managers took video of different cor- to walk a fine line between preserving the his- don't fight me They're willing to do what we motto "Safety first, and courtesy a close sec-
ners where they thought somebody might try torie aspect of the building and making it can to implement it if it's possible,” said Mr ond '
a "squeeze play," meaning a motorist might safe," he said Jeske "The two biggest things that will get you
try to make a right turn between the trolley Mr Jeske discussed this several times with He also praised HTA's 'incredible safety of- terminated from this company is if you do
and the curb They also shot videos to show others at the company HTA's CEO, Christo- ficers," who are employees in all HTA loca- something unsafe or if you're rude to a guest,"
how to pull out of trolley barns, because each pher Belland, also happens to be a master tions with the responsibility of reporting all said Mr Jeske Ell

Jeske ¢icts to modity
workers comp cosls
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PHOTO MICHAEL MARCOTTE
Theodore G. Jeske, left, with Historic Tours of America Inc. Chief Executive Of-
ficer Chris Belland, center, and Ed Swift, president of the company.

HTA has its own defensive driving course,

Protecting properly
risk manager s pran

eeping not only people but also 1998's Hurricane Georges and passed
the company protected from with flying colors, he said "We were up
harm is a key part of the risk within a day after Hurncane Georges "
manager's Job Mr Jeske currently working is with his
For Theodore G Jeske, risk broker, Willis North America Inc, to en-
manager of Historic Tours of sure that his plans are up to date
America Inc, this means looking at the And he IS working with one of HTA's
unique exposures of each City in which insurers to update a business continua-
HTA does business In addition to Key tion plan
West, Fla, where HTA is based, the com- "I'm m the process with Royal of devel-
pany also has operations m Boston, San oping a new business continuation plan
Diego, Savannah, Ga, and Washington for HTA headquarters, and then we're
In Key West, HTA's biggest exposure is going to take that same plan and go to
the humcane risk, in San Diego, a key each city and work with the general man-
concern might be earthquakes, Mr Jeske agers on how do we customize it for their
said city," Mr Jeske said Royal & SunAl-
Plans currently call for the company's hance Insurance Co writes HTA's auto,
Washington operations to act as the workers comp and habillty insurance
headquarters should a natural disaster
stnke Key West

A 2

"l used Royal because they've been so
helpful It was a natural thing to go to

Each operation in a windstorm-ex- their loss control experts," he said
posed area has a list of actions that need "l don't want a big thick book that no-
to be taken before a storm hits, as well as body's going to read," he said of a disas-
procedures for what should be done dur- ter response plan It would be preferable,
ing and aftei a storm, said Mr Jeske he said, to have a thin guide that would
"Once the storm is past, we get ourselves provide answers to such questions as
up as quickly as we can," he said, noting "We had a serious accident, I've got the
that "we're really kind of at the mercy of press callmg me What do | do?"
the federal emergency management "Probably one of the biggest challenges
folks," who decide when tourists can re- is to make sure that | treat each city indi-
enter an area hit by a storm vidually They're all part of a big corpo-

HTA also has earthquake disaster re- ration, but | want to treat each city indi-
sponse plans, should a temblor strike its vidually, because they all have unique
San Diego operation, he said

The Key West plan was tested during

exposures," he said
-By Mark A Hofmann

By MARK A. HOFMANN Second, the program encourages Injured
employees to get back to their usual Jobs more
Ilhe numbers told a story that the man- quickly, he said
ql agers of the company that calls itself Third, Mr Jeske said, during the modified
"the Nation's Storyteller" did not duty penod, "they're actually here performing
I want to hear a service that we've already trained them to
Yet there it was _n black and white- perform-so we don't have to pay the wage re-
for the 1995-1996 policy year, His- placement costs "
tone Tours of Amenca Inc "had half a milhon HTA's modified duty program begins with a
dollars in work comp losses," said Theodore G one-page reporting form called the "CART
Jeske, risk manager of the Key West, Fla - form," or CASTMember Accident and Report-
based company ing Treatment form "CASTMember" IS the
"That was unacceptable," he said term HTA uses to descnbe its employees
Christopher C Belland, HTA's chief execu- The form "covers everything the doctor's go-
tive officer, gave Mr Jeske his assignment- Ing to need and everythmg the insurance com-
put together a program that would cut both pany's going to need to hit the ground running
the company's workers comp losses and its ris- with a claim," Mr Jeske explained
The first part of the formm consists of basic
Mr Jeske worked with the company's then- information about the employee, he said It
workers comp Insurer, Travelers Insurance gives a brief description of the injury, as well
Co, to create a temporary modified hght-duty Then comes an information release-to be
program for employees who had been injured signed by the employee-that allows treating
And this story has a happy ending For the physicians to release medical information to
policy year that ended March 31, HTA regis- HTA and its workers comp insurer That
tered only $43,358 in workers compensation speeds the claun handhng process, said Mr
losses for about 1,000 employers Jeske
Mr Jeske said that, since 1998, when the A subsequent section of the form provides a
program was first put in place, "we have seen checklist for a treating physician to indicate
steadily declining numbers in the cost of our permitted work activities, such as weight lim-
work comp"

ing premiums

its on what an employee can lift
According to Mr Jeske, the program reduces The form also contains an accident invest-
HI'A's workers comp costs in a several ways gation report section to be Mled out by a safe-

First, it shows employees that the company ty officer for the city in which the accident oc-
cares about their well-berng and doesn't re- curred, to see if there is anything that could be
gard them merely as numbers That tends to done differently in the future to prevent such
make injured employees less likely to sue, he mishaps, Mr Jeske said
said

See Comp on page 100
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PHOTOS MICHAEL MARCOTTE

Theodore G. Jeske at
the Sand Key Light-
,,,,, house (above) and
with Bob Cerkleski,
curator of the Key
West Aquarium,

14% *0-,2-1//i -v

which is operated by

Historic Tours of

America Inc.

If it drives, but floats like
ci duck, il's hard lo insure

By MARK A. HOFMANN

of Washington, laden

Potomac River

M -f f41{

-ay in what happens," he said scripts that conductors use on the

CO m p The progi am allows in luted tours, he said
workers to remain part of the "Not only do they drive but they
Continued from page 98 company during the recovery pe- give a tour It's not transporta-

Another portion of the form -iod tion, it's 'transportainment’
deals with the use of safety de- "It makes the CASTmember feel They're giving the tour, they're
vices at the time of the accident, ike they're cared about," while talking about the tour while
he said giving managers a hands-on role they're driving, so that script gets

Mr Jeske noted that, "a lot of n the recovery process, he said constantly revised and reviewed,"
times, work comp problems begin Before the modified duty pro- he explained
because the individual does not gram was implemented, HTA's The company's compensation
feel they're getting treated prop- previous policy had been "come structure provides another incen-
erly," which often is due to papet- )ack to work when you're 100%" tive for workers to return to work.
work delays By compiling so -ecovered, he said In many cases, salary is not the
much information on the CART Now, "they don't feel like 'I'm only compensation CASTmembers
form, the paperwork problem IS njuied, sitting on the sideline, earn Conductors receive tips and
largely eliminated, allowing the -iou don't need me ' They're not ticket sellers receive commissions,
focus to shift to the worker's iome collecting a paycheck for he noted
treatment and recovery, he said sitting at home " "If they're staying at home.

Under HTA's temporal y modi- Mr Belland, the company CEO, they're not getting that So, It'S a
fied light-duty program, the com- writes a personal letter to each in- benefit to the CASTmembers to
pany's general managers and Mr .ured worker, asking if there's bring them back as soon as we're
Jeske work with HTA's human re- anything the company can do and able," he said "It's Just a win/win
sources director and the compa- whether the claim is being han- situation for everyone It has
ny's chief operating officer to re- dled properly In addition Mr worked very well Our cast in each
view what the doctor says an in- .Teske sends an "accident alert" to of the cities has taken ownership,
lured worker can and can't do each safety officer, describing the of it "

"We go over it with the general ncident and Ul ging them to be at- Mr Jeske said credit for the
manager, and if there's a position -entive to the risk of additional program goes beyond him "It's
available that they car_ do in light oroblems not just me | have the backing
duty, we put the CASTmember "l think the temporary modified from the president of the company
back to wol k," Mr Jeske said duty program has helped the peo- on down, to what It takes to en-

"It gives the CASTmembers ole come back to work," he said sure that our CASTmembers ge=
ownership over the work comp For example, he said, a conduc- the best care, that they get treated
situation And when a CASTmem- -or with a strained back can come and healed as quickly as possible
ber is injured, the general manag- Dack as a dispatcher Another and that we can keep them on the
er and the office manager have a Dossibility is to help modify the job if we can " Eli

HTA explores
«ish flow policy

By MARK A. HOFMANN Jeske Details such as exactly
how premiums would be deter-
Historic Tours of America mined still must be worked
Inc is always looking for ways out, he said Nevertheless, Mi
to improve its property/casual- Jeske hopes to have a program
ty insurance program in place later this year
In addition to a full comple- HTA pays a total premium of

Springs, Ark, involving another Cox, worked with the NTSB dur-
tour company's duck (BI, May 10, Ing the agency's investigation of
ot all ducks fly-some 1999), insurers had little appetite the Arkansas accident and also has
roll thiough the streets for underwriting the odd vehicles testified before Congress on safety
"The cost when | first joined the issues involving the vehicles, said
with tourists, before en- company was prohibitive We were Mr Jeske

tering the waters of the paying $12,000 a duck just for the
water insurance | worked with ing sure that "they don't sink like

The main technical issue is mak-

Making sure those ducks-the our broker at the time, which was a stone when they go in the wa-
nickname given these rebuilt and Sedgwick, and | worked diligently ter,"” said Mr Jeske
retooled World War ll-era am- with them trying to place insur- The NTSB has been focusing on
phibious landing craft-do so ance We were able to go with a boot that covers the ducks' axles,
safely and are protected by ade- Lloyd's of London at the time he said "The problem in Arkansas
quate insurance coverage is part of Now we have a bigger 'fleet ' and was the boot was not attached
Theodore G Jeske's job as risk we were able to get better rates in properly,” he said And the NTSB
manager for Histoi ic Tours of the American market with is trying to figure out a way to
America Inc compartmentalize the boot to bet-

ter prevent such accidents, he said
Mr Jeske said that he is not cer-

The company currently has four
operational ducks-with as many
as three more likely to be added
this season:in its Washington-
based fleet The ducks take visitors and a water cra#. /\VVobody
by land and by sea from Union
Station, near the U S Capitol, to a
variety of Washington attractions Insurance solely’

Mr Jeske stresses that these are

The ducks are unique in the
fact that they're both a land

to achieve the NTSB's goal cur-
rently exists

Mr Jeske is applying some of the
lessons he's learned from insuring
the amphibious vehicles to anoth-
er HTA water craft, the schooner

wants to take the ducks'’

no ordinary vehicles-either in
terms of operation or in the way
they're insured

Key West
The schooner is an actual sailing
First off, all of the ducks begin CNA/MOAC," Mr Jeske said vessel The 1939-vintage ship is an
as antiques, they're not something "It's not like a trolley, where it's all-wooden hull construction and
found in any car or boat dealer's automatically covered when | get a was the last of its kina to be built
new showroom new trolley,” he said In fact, the in Key West It sails on day trips
"Basically, when we buy one, we drivers of the ducks aren't like the and sunset cruises 11 months out
buy a rusted hull from somebody, trolley conductors, either, as they of the year
and we start from the ground up all are captains licensed by the Every September, HTA sends
and refurbish it,"” said Mr Jeske U S Coast Guard the ship up the Gulf Coast to Tar-
The process can be pretty expen- Each duck also requires a Coast pon Springs, Fla, for preventive
sive, too HTA spent $80,000 to re- Guard certificate of inspection, he maintenance
store one duck, he said His experience with insuring the
"The ducks are unique in the marine survey so you know what ducks came in handy when HTA
fact that they're both a land and a value to insure it at " bought the Western Union in 1997,
water craft Nobody wants to take These are all things you have to said Mr Jeske
the ducks' insurance solely, so we have in place before they will m-
had to devise a pollcy where on the sure a duck," Mr Jeske said of the how marine insurance is acquired
road, they're covered by our auto insurance market "It keeps me on and what they look for," he said
carrier, Royal & SunAlliance The my toes to make sure | have all the "It made it easier for me to go out
minute the wheels touch the water, paperwork in place " and get the insurance And when |
they're covered by CNA/MOAC, HTA IS currently working w.th looked at the policy that the cur-
our marine insurance company,” the National Transportation Safe- rent owners of the Western Union
he said (see story, page 100) ty Board to overcome potential had, | was able to look at it and
Mr Jeske noted that even before technical problems with the vehi- say 'l think we can get a better
a fatal accident last year in Hot cles HTA's head mechanic, Gary price

said "You have to have a current

"It made me more familiar with

ment of insurance programs to about $1 3 million for all lines
transfer the company's proper- of property/casualty insurance
ty/casualty risks, the seasonal It purchases, said Mr Jeske
nature of much of the "trans- Corporate policy forbids re-
portainment” company's busi- vealing details such as limits,
ness has Risk Manager he said The only exposure
Theodore G Jeske considering HTA self-insures is the risk of
a cash-flow stabilization pro- collision damage on its vehi-
grarn cles, he added

"Even under the best of cir-

Such a financial/insurance
program would be modeled on cumstances, risk transfer is a

tain that the technology required that used by some hospitals, difficult process for an inter-

Mr Jeske explained These mediate-sized company that's
programs guarantee that there got transportation” exposures,
is cash available to pay ex- noted W Eric Meyer, a former
per_ses during the period be- broker with Sedgwick Corp -
tween when hospitals provide and later Marsh Inc -who
medical services and when worked on the HTA account

- Theodore G Jeske Western Union, which docks at they ultimately receive insur- between 1992 and 1999

ance payments for those ser- Mr Jeske moved HTA out of

vices, he said a retrospectively rated pro-
HTA is considering creating gram and Into a guaranteed
such a program "because the cost program, said Mr Meyer,
nature of our business is who is now a vp with Morgan
tourism We have months of & Cheves Insurance in Alexan-
the year where the cash is just dma, Va Mr Meyer nominated
coming in because our cit.es in Mr Jeske for the award but no
the North are making money longer serves as HTA's broker
But during the winter months, THTA can’t build back in
Key West is really our only city costs from prior years to future
that's making money As long years They can't come back
as we have a good season down three years from now and say,
here we have no problem with 'Oops, we had a major liability
our cash flow Just at times it claim, we need to raise ticket
may get tight, so we're looking prices to cover that, s&id Mr
at a cash-flow stabilization Meyer, who added that it
policy," he explained would be "very difficult" for
HTA does not have an un- HTA to self-insure
derwriter lined up to insure
this exposure, but is working that the only way HTA could
with ItS broker, Willis North bring in more revenue to pay
America Inc, to explore the for losses incurred under a
possibility further, said Mr

Mr Jeske agreed, explaining

See Cash on page 102
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Agents tapping into Internet business

By SALLY ROBERTS

s the online insurance world
continues to evolve, one thing
remains certain: Independent
agents are going to be players
in the game.

It wasn't very long ago that
insurance intermediaries were being inundat-
ed with propaganda maintaining that the In-
ternet was going to eliminate them from the
insurance buying process.

What has happened is quite the opposite.

Over the last few months, several online
marketplaces have emerged with plans to en-
able agents to generate leads and obtain
quotes from participating insurers-in effect
making the traditional buying process more
efficient.

Other dot<orn strategies include "virtual
wholesalers." These sites not only let agents
and brokers generate new leads, but also allow
them to quote, bind and issue polides via their
own Web sites.

"A lot of agents understand that the Internet
is here and is not going away, and they are try-
ing to have a presence," noted Mark Trencher,
vp-research for Conning & Co. in Hartford,
Conn.

Instead of disintennediation, the Meta
Group's Jim Kroviak says what is going on in
the marketplace is what he terms "reinterme-
diation.”

Agents and brokers have not gone away;
"th«ve come back in a different form," said
Mr. Kroviak, who is a vp in the marketing re-
search and consulting firm's insurance infor-
mation strategies group in San Diego.

* Agents are "over the initial shock" of the

tview that they were going to be put out ofs

business because of the Internet, Mr. I<roviak
said. "They are now trying to figure out this
new reality and where they can play."

"There are a lot of different ways this is
being dealt with," he noted.

Although still nascent, most of the Web sites
today are online marketplaces or business-to-
business exchanges where agents, insurers
and, in some cases, buyers all come together to
make insurance purchasing more effident,
technology experts say.

For example, agents using WorkComp.Com
will be able to obtain qualified workers com-
pensation sales leads from employers and will
be able to find new markets and submit appli-
cations online, explained Robert J. Gore, chief
executive officer of the San Jose, Calif.-based
dot-com company, which plans a limited
launch in June.

WorkComp.Com is a business-to-business
exchange platform for employers, insurers,
agents and workers comp service providers.
Supported with services and information, the
exchange fadlitates transactions among the
involved parties, "but we don't sell the prod-
uct,"” Mr. Gore explained.

"The Web exchange model is working very
well, and ifs exactly that-we bring partners
to the table," he said. It may be possible at
some time to buy online some workers comp
coverage, such as pre-qualified group pro-
grains, "but | doubt it will go beyond that," he
said.

The Independent Insurance Agents of Amer-
ica Inc. is establishing an online exchange, Big
"I" Markets, for its members and participating
insurers. The I[AA plans to launch the ex-
change this month in New Jersey, said Paul
Buse, senior vp of HAA Membership Services
Inc., the for-profit operation of the Alexandria,

Va.-based IIAA.

Through the association's Web site, inde-
pendentagent.com, members will be able to
gain access to a variety of specialty products,
from specialty niches to affinity group prod-
ucts, all endorsed by the IIAA. Chubb Corp.,
The St. Paul Cos. Inc., and The Hartford Finan-
dal Services Group Inc. each have five insur-
ance products that will initially be featured on
the Big 'T' Markets site.

After obtaining the needed approvals from
their state associations, IIAA members will be
able to access the site, identify the product
they are interested in, submit the information
for the application and request a binder if they
choose, Mr. Buse said.

This approach will make independent
agents more effective and powerful in their
communities, Mr. Buse said. "We feel it's abso-
lutely critical to do this as we go forward with-
in the Internet age."

The I[AA's online exchange is simijlar to the
Internet Wholesale Insurance Exchange, or
iwix.net, which launched last month. lwix.net
allows small and midsize agents to place spe-
dalty property/casualty coverages with surplus
lines insurers online. Through the site, agents
can submit specialty risks, obtain quotes from
partidpating insurers and submit requests to
bind coverage (*BT, April 3).

Although the new online exchanges do not
allow customers to "click and bind," several
"virtual wholesalers" have emerged, connect-
ing agents to products and providing access to
buyers.

For example, Insurehelp.com, which plans
its full launch later this month, will allow a
participating agent to establish a connection
to Insurehelp.com's products on the agency'S
Web site. Customers visiting the agency's site

~A

can then click and gather information about
several specialty coverages, from exhibitor in-
surance to dental programs to fine-wine col-
lection insurance, explained Keith Savino,
founder and CEO of Insurehelp.com LLC., a
Warwick, N.Y.-based virtual wholesaler.

A buyer can submit an application, receive a
quote and bind a policy all from the agenCs
Web site, he said, noting that Insurehelp re-
mains invisible to the customer. The agent will
receive a commission, which is shared with In-
surehelp.com; there is no cost to set up the ini-
tial link. Each program sold via Insurehelp has
the appropriate binding authority, Mr. Savino

said.

In the online insurance world, "it's even
more important to keep agents involved," Mr.
Savino said. Just because companies are selling
online, that "doesn't mean that a consumer
doesn't want a local presence if they need it.
Who better knows their community? Who is
better able to locally serve that community?
Independent agents already know how to do
this; everyone else is reinventing the wheel,"
Mr. Savino said.

In addition to agency Web sites, Insure-
help.com distributes it:s products on co-brand-
ed sites, such as an association's Web site, and
on corporate intranets. Regardless of the site
used, upon completion of an online applica-
tion or payment, buyers are given a list of local
agencies to which they can turn for additional
help and services, Mr. Savino explained.

Initial Insurehelp.com test agencies have
successfully sold exhibitor and dental insur-
ance programs online, Mr. Savino said, declin-
ing to provide specific numbers until they are
release later this month in conjunction with

the ACORD conference.

See Online on nextpage
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Online

Continued from previous page

Insurehelp currently has 200 pre-
registered agents and has signed up
11 insurers.

In addition, agents can quote and
bind auto insurance policies
through YouZoom.com, which
went live last December.

"We didn't agree with the 'agent
is dead' rhetoric" when developing
YouZoom Inc., said Kieran Sweeney,
chief executive officer of the San
Diego-based online wholesaler and
an affiliate of Arrowhead General
Insurance Agency. "We do see the
value of the independent insurance
agent in the transaction. The chal-

lenge was to equip the agent to do
business more efficiently, to en-
hance their role," he said.

For an annual subscription fee,
each participating YouZoom agent
will own its own Web site, equipped
with comparative rating and cus-
tomer service applications. Each site
is designed, hosted and maintained
by YouZoom, Mr. Sweeney said.

The site currently offers auto in-
surance to consumers in California
through Arrowhead General, a
managing general agency. It will
begin offering horneowners insur-
ance in May and life insurance in
June, Mr. Sweeney said. YouZoom
will expand into Arizona within the
next two months, with plans to
move into Texas, Oregon, Washing-
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ton and Florida later this year.

The company's plan is to build a
nationwide network that will offer
multiple property/casualty and life
products, Mr. Sweeney said.

"Consumers want choices," Mr.
Sweeney said. While they currently
can call or visit the agent's office,
"we're now giving those customers
a third way to do business," he said.

YouZoom currently has 117
agents with Web sites selling auto
insurance in California.

"It's funny to watch the demise of
the disintermediation rhetoric,"” Mr.
Sweeney added. "In my opinion,
the most-successful Web sites will
be the independent agents' sites, be-
cause they will offer a selection of
insurance products." ini

Unifonn laws sought o
electronic signatures

By LEE FLETCHER
s Mmore insurance
business is transacted

over the Internet,
agents, brokers and
insurers are pushing
for uniform legisla-

tion regarding electronic signatures.
Although legislation on the sub-
ject exists on both the federal and
state levels, many insurance protes-
sionals are supporting whichever

CAN GET

Make sure it is from you.

It's always in the back of your mind. Even your most loyal clients could jump ship for a better
offer. Don't let the umbrella policy cause them to doubt you and the competitiveness of the total
program you have designed. If your clients include office buildings, industrial parks, shopping
centers, residential real estate, hotels or contractors, you'll want to get your hands on one of our
umbrella products before your competition does. We are the foremost developer of umbrella
purchasing groups in the country. We offer group buying power that gives your clients the industry's
best terms, limits from $10 million to $200 million and pricing that will astound you, all with the
backing of markets rated "A-" or better. So let's talk before your clients find out about us from your
competition. Call Carla Vel today.

D

THE DISTINGUISHED PROGRAMS GROUP

6 E. 43rd St., New York, NY 10017 - 888-355-4626 « email: cvel@distinguished.com

can be enacted in the fastest man-

According to Patrick Watts, assis-
tant vp with the Alliance of Ameri-
can Insurers in Downers Grove, lll.,
"There are a lot of things in the in-
surance business that require a signa-
ture by somebody, typically by the
applicant or the insured, and if you
can't do that electronically, then
you can't do business electronical-
ly," Mr. Watts said.

Joel wood, senior vp of govern-
ment affairs with the Council of In-
surance Agents & Brokers in Wash-
ington, agrees that quite a bit of
material, such as insurance policies
and daims infonnation, can be han-
dled electronically.

"Sometimes, even the most com-
plicated polides can still be stream-
lined. The digital signature is a very
important part ofit," he said.

Robyn Rowen, Washington-based

senior counsel for the National Assn.

of Independent Insurers, said that
Internet transactions will benefit in-
dustry professionals as well as con-
sumers by allowing business to
occur anytime and anywhere.
"With the Internet, you can cost-
compare," she said.

One piece of state legislation circu-
lating is the Uniform Electronic
Transactions Act, which states, es-
sentially, that a Web signature is as
legally binding as a paper signature
and an electronic record has the
same status as a paper record, ac-
cording to Ms. Rowen. The National
Assn. of Insur-ance Commissioners'
Electronic Commerce and Regula-
tion Working Group has endorsed
the UETA.

According to Mr. Watts, the idea
behind the UETA is to provide some
uniformity among state laws. Itis a a
serious matter, he said, to have an
electronic signature or record that

might be valid in one state but in-
valid in another. All Internet busi-

ness runs across state lines.

"We've been supporting UEIA, in
essence, because it lends validity to
both electronic records and signa-
tures. Most states have some form of
electronic signature law, but most of
them vary considerably in how they
define an electronic signature and
the terms under which the terms are
regarded as valid," Mr. Watts said.

"This (legislation) is crucial, be-
cause you just need that kind of cer-
tainty. Because, in this litigious soci-
ety, you need to know that if you
complete a contract online, that that
contract is valid. It should not be in-
valid simply because iCs electronic.
That' s what UETA is doing," Ms.

Rowen said.

At least 14 states have already en-
acted the UETA. But concern exists
that even though states may pass
the UErA, many put their own lim-
its on which types of business the
legislation applies to, often prohibit-
ing insurance transactions.

In California and some other
states that have passed electronic-

See Signatures on page 1000
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S i n atu reS ing they want to conduct business industry that has been burdened by technology. doesn't give any kind ot undu,
g electronically, and the insurance duphcative moun(is of paperwork, it "What is behind their oppositon power to theinsureror to the bro
company may let them do that for is the Insurance industry," Mr. is Just some fear that this is golng to ker | think that's why risk manager

Contmued from page 1008 customer relations, but then they're Wood said force people into a computer werld have been helpful with this"
signature legislation, certain transac- going to have to send a paper back- Two pieces of federal legtslatton and that it's not going to be as efiec- "l think the privacy issues hav,
tions are not allowed, according to up for certain things That, obvious- are arculating m Washmgton, ac- tive or efficient for financal services been thoroughly addressed in this

Ms Rowen. ly, defeats a lot of the purpose and a cording to Mr.Wood firms or any firms to transact bum- because it is stnctly transactions tha
"UETA says that both parties have lot of the cost savmgs," Ms Rowen "The Senate's bill (S 761) is the ness the old-fashioned way," he are voluntarily entered mto be
to consent The people domg bug- said. Millennium Digital Commerce Act. said "There's nothing m this 0111 tween sellers and buyers," Mi

ness electromcally are the ones that The CIAB's Mr. Wood said that The House of Representative's bill that forces anybody to do anything, Wood said
want to, so it doesn't make sense to the insurance mdustry has been (H R. 1714) is the Electronic Signa- it lust gives legitimacy to the eec- A state-by-state legislative proces
exempt certain transactions from woefully behind other segments of tures and Global and National tromc signatures," he said. such as the UETA is difficult anc
being done electronically if the per- the financial services mdustry in Commerce Act. The House's bill is According to Ms. Rowen, the fed- takes time, Ms Rowen said "A lot ©
son who is doling it is perfectly com- moving onhne. better with respect to electronic eral legislation has passed in both people feel that a federal solutlol
fortable and wants to handle it that "Agents and brokers recognize records issues," Mr. Wood said the House and the Senate anc is makes more sense," she said
way," she said that the survivors in the kind of hy- According to Mr, Wood, some now m conference committee,out Ms Rowen said that federal legls
Essentially what you have m Call- percompetitive commeroal market- consumer groups oppose the bills, questions of privacy, among others, lation may not pass this spnng, bu
forma, according to Ms Rowen, is place today have to rat*et out costs complaining that the measures "ex- are hindenng its progress she expects that it W111 Soon, hkel
sort of a dual system m every stage along tilf way Risk acerbate the digital divide," exdud- Privacy has always been a conem m the fall of 2000
"You're gomg to have people say- managers demand it. If Miere's any mg those without access to Internet of insurance companies, she said Mr. Wood said that "there is ,
"Because of the nature of the m- strong sentiment on both sides o
formation, msurance compames the aisle When it happens, It Wil
have always had to be COgnimrn of happen fast " He predicted that fed
privacy issues. Doing business in- eral legislation will pass before thi
hne is not that different Ws not Lke, July recess
all of a sudden now, they have to "A bill needs to come out. Any
start worrymg about prlvacy,"” Ms thing is better than nothing Be
Rowen said cause insurance is the only financla
. Mr. Wood said that "there are services Industry that does not hav,
re. multiple protections in this legisla- national regulation, this expressh

&1
tion to assure that electronic mar* apphes to our industry," Mr Wooc
ulation does not occur and that this said

- Coregis using Web

By RODD ZOLKOS tlonal performance measures to thi
list m the near future

number of Web site According to Sally Hawk, chief op
enhancements and erating officer and quahty director a
427 monthly asdosure Corems, the Service Metncs prograrr
of company pet.or- is an offshoot of a focus on quality a
mance m key cus- General Electnc Co., which is the ul
tomer service areas timate parent of the Chicago-basec

are part of Coregis Insurance Co's insurer.
plan to better serve customers and One of the first things GE did afte
the producers selling the company's acqumng Coregs was seek baseline
products information on the company's per

The customer service disclosure formance, Ms. Hawk said

In.Itlatlve, known as "Coregis Serice What the company learned was
Metncs,' involves the company "we weren't performing very well
using the Internet as a platform for m terms of providing service, shi
tracking and communicating the m- said, but also that "nobody else was

To be su«essfu; 6besled. U s and employers, surer's performance m six areas. performing very well, either."
need the insighttounderstandthclitrdnt "*ardini*dtlkeribtbntributeto a high- The monthly overview, posted on Company officals determinec
industry environment and the vision to performance organization. the pubhc entity insurer's Web site, they wanted customer service to be r
help your organization achieve success in Employers who hire people with Insti- www coregls.com, indudes statistlcs selling point, and to that end devel
that environment. Professional education tute credentials know they are getting on three underwriting service mea- oped its detailed metncs
from the American Institute for CPCU high achieving professional; who place surements To make the process worthwhile
and the Insurance Institute of America d premiuin on gaining and maintaining » Average time from apphcation it was important to understand what
f', can help you gain the necessary insight technical competenic. submission until Coregis contacts customers want That required "out
» and vision. As insurance and financial services an agent or broker regarding quot- side-m" thinking--examining the
The Institutes' educational ofterings merge to form one va industry, employ- ing business relationship from the cus
give student chotee-textbook, audie,- ees with insight will be in ewn greater » Average time between tellins an tomer's perspective-which has be
tapes. videotape..CD-ROMs, onhne learn- demand Build an educational S,undation agent or broker Coregis MIl gi ote come part of the companfs culture,
3'0, ing, and computer-delivered exams. With upon which to b,ne insight, vision, and buslness and the Insurer actually Ms. Hawk said.
1 - 1 the knowledge and insight gained from leadership Contact the Institutes at the ;,: )"’ providing a quote. And that transformation to focus
" Institute courses, Insurance practitioners numbers below tor more Information, or ,.1, - Average time between wher an mg on the end user Mil become
can achieve career goals, gdin confidence vivt nur Web site at wwwaicpcu.org agent and broker is notfied a cus- even more important as the compa

tomer has been underwntten by ny and the industry move more to-
Coregis and when the customer re- ward an Internet sales environment,

AlCPCU.: ceives the pollcy she noted.
It also Indudes service petor- The pertormance metncs Corep
mance data on three claims areas is tracking are geared to both thc

AMERICAN INSTITUTE FOR CPCU
INSURANCE INSTITUTE OF AMERICA

- Average time between a claim producer and the end customer,
report and Coregis' acknowledg- while also providing the insurer a

t of th lai . f
720 Providence Road - P.0 Box3016 - Malvern, PA 19355-0716 ment ot the claim way to evaluate itself and determine
Phone. (800) 644-2101 - Fax. (610) 640-9576 . Average time between when a where it needs to improve.
E-mail- cserv@cpcuita.org check is warranted and when It is "We don't Just publish charts to
Web site. www.arcpcu.org sent to the daimant have nice charts," Ms Hawk said

» Average twne between the or- "We actually sit down to look at
dertng and sending of a loss history points m those charts."
The insurer expects to add addi-
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The loss prevention gulde feature commumcattons and e-bumness at

Coreqgis

Continued from page 1000

enhances the company's Coregls Coregls

Loss Prevention System by provid- "It's just a whole way of saymg
ing customers online access to we're golng to be an information
In addttlon to the Service Metncs, Coregis' Core Pollcy Guides services company that competes m
a relaunch of Coregis' Web site m Six of the onhne guides willl be fea- the Insurance mdustry," said Chan
March 1nduded adding 24-nour tured each month, offermg step-by- Galbato president and chief execu-
claim status tracking, posting a senes steF information on reduang expo- tive otficer of Coregis.

of detailed loss prevention guides sures m such areas as emergency With its online enhancements,
onhne and an online pubhc entity preparedness, sexual harassment, Coregis hopes that for agents and

nsk management newsletter titled storage and control of flammable brokers the Web site will ultimately By Peter van Aartrijk Jr.

RiskTrends@coregis com materials, substance abuse and veht- function as a an online work station,

The site's claim status feature de use, among others. while for the end customer it can be
builds upon an existing online Tie online nsk trends newsletter an educational tool

daims reporting capactty It ves wil be pubhshed monthly, and MIl In addition, providing customers
customers the abillty to track dalms Indude amdes on subjects relevant such online tools as the abillty to
24 hours a day, and allows them to to F ublic entity nsk management. prepare their own loss runs--typical-

get more detailed information by “Our goal is to make Coregis more ly a producer activity-will free up

submitttng e-mail queries directly to of a 'go-to' gte," said Thomas R. agents' and brokers' time, time they often missed in all the iype

the claims adluster Bsenhart, director of marketing put to use producing business  -:1-
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NO PURCHASE
NECESSARY

With AfW Online, you'll enjoy cost-efficient, round-the-clock
access to the very latest AMS for Wmdows® software, as well as access

that's worry-free - both technologically and financially AfwW Online is the

Using technology
correctly can help
business grow

ndependent agents and

brokers are malang scme

A/BT Penpect#ive

obvious, pressing dec_sions important decisions have more to

about where to invest their do with familiar areas of business

technology buck

strategy-how you'd like to grow

A key point, howeier, is your business, for example-than

surrounding technology The

same AMS for Wmdows management system many agencies now rely on with one small

difference - instead of buying it, yOU subscribe to an Internet version we host through

one of our data centers What does that mean2

It means that we maintam the server We mstall the software We run the backups

We do the troubleshooting We mstall the upgrades We manage the system 24 hours a day,

seven days a week And we do it all while preservmg your ownership Of,
AdIIIA and control over, your agency's data And what does that mean)

It means that you can focus on what you do best providing

"'eM: your customers - and potential customers - with the insurance

they need and the service they deserve And now you can do it

Irm _\WVVirmawii.  or less Visit WWW ams-services com, call us at 800-44*4813, or

email us at salesmfo@ams-services com
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Seruices, Inc.
The Leader In Insurance Technology

with the confusing and complex
world of technology

After all, e-commerce will be
plain old commerce before we
know it For now, here are five

considerations to keep in mind

Business planning still is king

If your workflows are
inefficient, technology will only
help you be more efhciently
inefficient Ignore the hype
Technology isn't an end, it's a
means to the end And your end
is net policy-count growth and
retention plus excellent customer
service. That takes a plan

This is the strategic piece, and
it's also the hard part Ask your
customers and your employees
how you can get better What are
your strengths? What can you
leverage there? What are your
weaknesses? How can you
eliminate them? Where do you
see the strongest growth coming
from? How can you plug in the
marketing and technology to
help you get at that growth? How
can you take your brand-the
sum of numerous intangibles
such as customer loyalty,
corporate personality, ethics, the
emotions you build into every
sale, what people say about your
firm etc -to the Web?

As a general rule, spend at least
5% of revenues on technology
each year Determine whether a
particular piece of technology fits
into your business plan for
increased sales or better customer

service If it doesn't fit, don't buy
1t

Staff wired and ready

Make e-mail and Web access a
fundamental part of your
company's infrastructure,
including having a full-time e-
mail and Internet connection at
every desktop "Virtually every
technology will be connected to

the Internet in some way," said

Franklin, Tenn -based technology
consultant Steve Anderson

"Without access, agents will be
on the outside of the fence

looking in

" You must migrate your
employees from lowly task work
to knowledge work, and (Internet
and e-mall) are the emerging
tools of the knowledge worker,"
agreed Kevin Kelly, worldwide
insurance industry manager at
Microsoft Corp

" More and more of our

See Planning on page 100h
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Planning

Continued from page 100F
industry's useful information
and applications will be coming
to you via these pathways."

Invest in additional training.
Every position in an agency
requires at least basic computer
skills, including a thorough
understanding of the Windows
operating system. At the
customer service representative
level, employees need at least an
intermediate understanding of
Microsoft's Word and Excel
applications.

The only time your staff likely
was trained on the agency
management system was when
the system was installed. "Put a
training program in place and
certify your staff on the use of
each computer application they
use," advises Tim Higham,
president of INEX Inc., an e-
commerce consulting firm in
Tampa, Fla. "You will see an
increase in efficiency of 20% to
30% almost overnight.”

In addition, you should
bookmark insurance Web
resources on your browser and
review them in the agency.

Use technology to market your
products and services. You might
complement face-to-face client
rneetings with "virtual

meetings" to increase the
frequency of high-touch

customer contact. Bear in mind
that the customer data on the
network isn't worth much until
you figure out ways to mine that
data, such as through cross-
selling.

Pay attention to the customer

Your online presence is every
bit as important as the entrance
to your physical agency. Provide
your customer with a means to
do business with you. Offer
online quoting-or at least a
speedy e-mail response to a
quote request.

Any firm with a Web site can
offer customer service options 24
hours a day, seven days a week.
A simple form can be posted to

allow customers to send a
structured e-mail with the
information on what they want
to change. Use e-mail with every
customer you can. Prepare
simple e-mail proposals that
allow a quick response to
prospects. Or subscribe to a
service such as i-csr.com, which
provides sophisticated service
options for clients. "Customer
service is the 'killer app' for
agents," Mr. Anderson said.

"Start learning how to do it."
Look for bottlenecks that

frustrate customer service

VWhen You
Have All the

Right Pieces,
You Can Build

Anything.

That's Why We Built
BrokerNetsM for

Insurance Agents
and Brokers.

- BrokerNet is a comprehensive

professional liability insurance

and risk management program for

.@, t insurance agents and brokers. To

t learn more about our program and
~

6: toll-free risk management hotline,

call Chubb Executive Risk at

34 800.432.8168.

CcCHUBB EXECUTIVE RISK

http://cber.chubb.com

For questions relating to
coverages and other features,
contact your E&O broker or

Chubb Executive Risk.

Coverage may not be available in ail states.

representatives every day. Find
ways to move that information
onto the Internet, allowing
clients to retrieve it online.
Examples of those pieces include
certificates of insurance, binder
requests, first notice of loss, ID
cards for vehicle fleets, motor
vehicle reports, billing
information and invoice or
claims status.

Agents and brokers also might
explore technology developed
around a new buzzword in one-
to-one marketing-customer
relationship management, or
CRM. CRM databases identify
individuals by the value they
offer the agency and by the
customization they require.
Agencies should be using their
Web sites to build "learning
relationships" with their
customers, where the customers
tell the agent who they are and
what they need, said Rick
Morgan, an agency technology
consultant and author in
Boulder, Colo. "The agent listens
and learns-then is responsible
for delivering unique and
individualized products and

services that meet the customer's

needs.”

Consider outsourcing

Evaluate application service
providers, or ASPs. Such third
parties handle not only
installation, operation and
maintenance of the basic
information technology
infrastructure, but also the
insurance-specific software
applications that are essential to
running your business. That's
important, because every firm
deals with the cost of upgrading
hardware and software-many
spending $150,000 every three
years. Shirley Lukens, an agency

management consultant with
Reagan & Associates in Atlanta,
said that with an ASP, "you
don't need that software and all
that expensive equipment in
your office. You just need a
terminal and Internet access. |
don't know how real that is. but
if I'm a broker, | need to keep my
eyes on it, because it's way lo
save money in the future.”

An ASP might "rent out” fin
agency management system. and
other applications to run the
firm, service clients, and
communicate efficiently wish
companies, clients and vendors.
But, in practice, insurance
professionals don't have many
options for outsourcing their IT
infrastructure right now, because
agency management systems are
so proprietary-and old. These
products weren't originally
engineered to be used in an ASP
environment, so performance
and security may not be
adequate. That will change, as
the vendors are well aware of the
challenge from service centers-

and even brokers-to comFete in
the ASP or data center

environment.

Web development shoulc be
outsourced, says Frank Sentner,
director of strategic technology
for the Council of Insurane
Agents & Brokers in Washington.
"You need to use the right
technology, the right tools and
the right equipment. You can't
do that until you've done all the
traditional things you have to
do-strategic planning, workflow
analysis, analysis of customer
needs. Spec out your business
requirement in pretty good
detail before you bring in a Web
developer, because if you dm't,
you'll spend a fortune. Anc
they'll probably get it wrong the
first couple of times anyway,"

Need a purchasing

group formed??

Fast & accurate setu p

on a fixed quote basis

Don't staff for occasional needs...

OUTSOURCE IT!

* Preparation & submission of your

purchasing group forms

* No obligation, same day Qwik quote

* No project too large or small

LI Comp,ance

& Filing Solutions

Call 800-778-8100

Mr. Sentner said.

Seek distribution partners

Don't go it alone when
developing an e-business strateg>
for distribution, advises Nancy
Carini, a vp at Hartford, Conn.-
based industry analyst Conning
& Co. "It's too costly, and the
market is moving very fast.
Rather, hook up with a few
insurers that have a strategy in
place to penetrate the e-
commerce marketplace and
become a partner." As an
alternative, she said, a producer
could network with other
agencies that have the same
sense of urgency to move into e-
commerce. Share resources and
strategies. In fact, an agency
might want to adopt both
approaches, partnering with
insurers and other producers.

Consider strategic alliances
with other Internet sites. There
are many options for possible
partners, including your own
customers, insurance companies,
managing general agencies, local
business partners, car
dealerships, online shopping
sites, contractors unions, online
bankers, realtors, town halls,
chambers of commerce, state
motor vehicle departments,
glass-replacement companies,
and so on.

Lastly, fire any insurer that
doesn't believe in using
technology to make your job

easier. And that means

responding swiftly to basic

e-mail. Ell

Mr. van Aartri'k

communications linn specializim
in the independent agent and bro
ker distribution channel. He former
ly was vp of communications fo
the Independent Insurance Agent

of America Inc.
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Cash

Continued from page 100

self-insurance program would be through
raising ticket prices, which is not feasible, or
by expanding into additional cities. "It
makes more sense to transfer and manage
the risks," he said.

Royal & SunAl.iance Insurance Co. is
HTA's chief underwriter, issuing the compa-
ny's automobile, wirkers compensation and
general liability po_icies.

American Intern ational Group Inc. writes
HTA's property insurance. HTA has about
$53 million in insured property values.

O A.t

HTA's property policy is written crl a
manuscript basis, said Mr. Jeske.

"It's unique in the sense that we have
quise a bit of property that we own here in
Key West and the fact that we store our trol-
leys here at night," he said. "The Boston Tea
Party ship is actually part of jur property
program because it doesn't go anywhere-it
does not sail. If it has to be taken out from
the place where it's barthed, it's towed out
by a barge. It does n:,t sail under its own
power, so that is also covered under our
property program,” he explainEd.

The Marine Office ot America Corp, a ma-
rine underwriter owned by CNA Financial
Corp., writes HTA's marine insurance cover-

'Nation's Story,eller’

Historic Tours of America gives customers o little history on the go

Sometimes it as if Key West, Fla.-based
Historic Tours of America Inc. speaks a
language all its own.

The company's business is "trans-
portainment.” Its employees, regardless
of what their jobs entail, are known as
"CASSiI'members." HTA calls itself ' The
Nation's Storyteller.”

HTA was founded by Key West tusi-
nessmen in th€ early 1980s to prcvide his-
torie tours of the island. The company has
since branched out into four additional
cities: Boston; San Diego; Savannah, Ga.;
and Washington.

In each of those cities, HTA's orange
and green "Old Town Trolley Tours" have
become as much a part of the tourism
landscape as elder attractions.

In each city, HTA's trolley drivers
called conductors provide a narrative
that combines historical references, anec-

dotes and current event information as

they drive through the streets, picking up

he 2000 Risk Manager of the Year is the
23rd individual to receive the award.
The first competition was held in 1977
to commemorate the 10th ann_versary
of the magazine, and the first winner
was named in 1978.

The Risk Manager.ent Honor Roll was added
in 1981 to acknowledge the accomplishments of
risk managers representing various segments of
the field.

Ten independent professionals judged this
year's entnes. Honorees were selected based on
the judges' opinions of each nominee's program
as it was detailed in the entry. The judgmg pan-

4. 6
C &/.-" h 'br

111 --X, 11

Mr. Cay

iNnt
Mr. Leigh Ms. Pixler

Ms. Doerpinghaus

and discharging passengers at predeter-
mined locations.

The company operates the historic
"Conch Train" in Key West, a mock | rain
that's been providing tours for decades,
as well as a fleet of amphibious vehicl-s
nicknamed ducks in Washington. The

company also has sailing vessels and a ,,,,,

stationary "tea party ship" in Boston.
Not all of HTA's operations though, in-

..} 13: 2(4666°49 &(thd* rs
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age for the schooner Western Union; the
schooner America, which summers in Boston
and winters in Key West. and the fleet of
amphibious vehicles the company operates
in Washington. CNA also underwrites HTA's
real estate errors and omissions coverage,
which ccvers an affiliated company's apart-
ment and condominium development activi-
ties in Key West and Boston.

Chubb Corp. underwrites crime and um-
brella liability insurance coverages.

Hartford Steam Boiler Inspection & Insur-
ance Co. underwrites HTA's boiler and ma-

and maintenance of the company's intranet
site.

HTA is "in the process of purchasing" di-
rectors and officers liability insurance, he
said. The company, which is not publicly
traded, had seen no need for such coverage
intil it recently issued some stock to man-
agers. Mr. Jeske said that D&0 coverage
would provide an extra margin of protection
for the new stockholders.

The company's property/casualty insur-
ance program, which renews March 31, is
currently brokered by Willis North America

chinery insurance coverage, as well as its  !Nc. Mr. Jeske declined to comment on the

electronic data processing program. The
EDP exposures include online ticket sales

switch in brokers beyond describing it as
' just a good business decision for HTA." <lII

4*4

%\,11-°3

volve transportation. The trolleys are tied - _j Aft il i " Flit
J’ J

b other HI'A-operated attractions, such
as the Key West Aquarium and the Key

West Shipwreck "Historeum." The com- Ef

pany alsc operates the "Little White
House" the Key Fest residence of Pres-
ident Harry Truman, as a museum and at-
traction. The stat€ of Florida owns the

historicsite.

HT A also operates retail

own trolley manufacturing facility for its
own vehicles.

By Mark A. HoDnann

el was made up of the 1999 Risk Manager c,f the
Year, the three 1999 Risk Management Honor
Roll members, two insurance company execu-
tives, two insirance brokerage executives, a risk
management consultant, and an insurance edu-
eaton

The judges for the 20)0 awards were:

« John E. Cay lll, chairman and chief ex:ecu-
tive officer of Palmer & Cay Inc. in Savannah,
Ga. Mr. Cay represented insurance brokers on
the panel forthe second consecutive year.

- Helen |. Doerpingnaus, associate professor
of insurance at the Daila Moore School of Busi-

ness at the University of South Carolina in

-5

PHOTOS. MICHAEL MARCCrE
shops arnd  its ——

Theodore G. Jeske and Bert Whitt, curator of the Truman Little White House Mu-
seum, look over the poker table at the museum (top). Mr. Jeske listens to Bob

Fain, safety officer of Old Town Trolley Tours in Key West, Fla.

Ten iudges pigk Risk M¢inager of the Year

Columbia. Ms. Doerpinghaus also served on the
panel last year, represer. tjing insurance educa-
to15.

« Merritt W. Fabel, director of corporate lisk
and insurance for American International
Group Inc. inNew York.Mr. Fabel was the 1999
Risk Manager of the Year.

- David A. Holcombe. risk manager of Inter-
national Speedway Corp. and the National
Assn. for Stock Car Auto Racing Inc. in Daytona
Beach, Fla. Mr. Holcombe was a member of the
1999 Risk Management Honor Roll.

» Douglas Leatherdale, chairman and CEO of
The St. Paul Cos. Inc. Mn. Leatherdale served on

>y —
Mr. Fabel Mr. Holcombe Mr. Leatherdale
a
q 17/
-1 "1 i a4 . H-' K
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Mr. Sinnctt Mr. Subramaniam Mr. Tillmar

the panel for the first time, representing insur-

- Lewis Leigh, executive director of Renton:
Wash.-based Washington Cities Insurance Au-
thority, a self-insurance pool. Mr. Leigh was a
member of the 1999 Risk Management Honor
Roll.

« Sheryl A. Pixler, risk manager for Storage
Technology Corp. in Louisville, Colo. Ms. Pixler
was a member of the 1999 Risk Management
Honor Roll,

« John T. Sinnott, chairman and CEO 01
Marsh Inc. and a director of Marsh & McLennan
Cos. Inc. Mr. Sinnott served on the judges' panel
for the first time, representing insurance bro-
kers.

« Shivan S. Subramaniam, president and
CEO of Factory Mutual Insurance Co. Mr. Sub-
ramaniam represented mutual insurance com-
panies on the panel for a second consecutivE€
year.

« Arvid R. Tillmar, chairman and CEO of T.E
Brennan & Co. in Milwaukee. Mr. Tillmai
served on the panel for a second consecutiv€
year, representing risk management consultants

Judges evaluated each nominee based on 1(
criteria (see story, page 104). The nominee whc
scored the highest was named Risk Manager o
the Year, and the remaining nominees were
placed into one of these categories:

» Corporations with sales exceeding $30(
million.

- Corporations with sales of less than $30(
million.

- Government entities.

» Tax-exempt or non-profit entities.

The highest-scoring candidate in each of th,
categories not represented by the Risk Manage
of the Year was eligible to be named to the Risl
Management Honor Roll, subject to the judges
discretion.

A nominee need not handle risk managemen
responsibilities full time, but he or she must be.
full-time employee of the organization whos



Risk Managers
of the Year

1999

Merritt W. Fabel

Director of Corporate
Risk and Insurance

American International

Group Inc.

1998

Phillip J. Grewar
Director, Risk
Management Branch
Government of

British Columbia

1997

Judy Lindenmayer

Vp of Fidelity Insurance

and Risk Management
FMR Corp.

1996

Brian D. Casey

Director of Risk Management
and Loss Prevention

Coming Inc.

1995

Scott K. Lange
Director of Risk Management
Microsoft Corp.

1994

Lucille A. Gallagher
Vp of Risk Management
ConAgra Red Meat Cos.

Monfort Inc.

1993

Richard C. Heydinger

Director of Risk Management
Hallmark Cards Inc.

1992

Millicent W. Workman

Director of Corporate
Risk Management
Beiz Enterprises

1991

Arnold L. Davenport
Vp-Risk Management
Marriott Corp.

1990

Stephen M. Wilder
Director of Corporate
Risk Management
The Walt Disney Co.

1989

Jeffrey W. Pettegrew

Risk Manager and
Chief Administrative Officer

Contra Costa County

Municipal Risk Management
Insurance Authority

1988

William L. Mather
Administrator of Risk

Management
The Gillette Co.

1987

Edith F. Lichota

Senior Vp
Irving Trust Co.

1986

Donald Nelson

Director of Risk Management
ARA Services Inc.

1985

Harold C. Lang

Director of Insurance
and Risk Management
Leaseway Transportation
Corp.

1984

Richard M. Inserra
Director of Insurance

and Risk Management
American Can Co.

1983

John A. O'Connell
Executive Director

and Risk Manager
Holy Cross Shared

Services Inc.

1982

Eckart Russell

Risk and Insurance Manager
Alcan Aluminium Ltd.

1981

Duane E. Allen
Assistant Treasurer

Hanna Mining Co.

1980

Thomas V. Hallett

Risk Manager
General Motors Corp.

1979

Edward L. Erickson
Director of Insurance

American Broadcasting
Cos. Inc.

1978

Howard L Weber
Director of Insurance
Minnesota Mining &
Manufacturing Co.
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Risk Management
Honor Roll members

1999

David A.
Holcombe

Risk Manager
International

Speedway Corp.
& NASCAR

Small corporation
Lewis Leigh
Executive Director
Washington Cities
Insurance Authority
Government entity
Sheryl A. Pixler
Risk Manager
Storage Technology
Corp.

Large corporation

1998

James E. Green
Justin Industries
Small corporation

Mark L. Hubbard

Loma Linda University
Adventist Health

Science Center
Non-profit institution
Edward Molloy
Aetna Inc.

Large corporation

1997

John J. Carney
National Freight

Industries Inc.
Small corporation
Betsy Kutska
Park District Risk
Management Agency
Self-insurance pool
William R. Powell
Salt River Project

Government entity

Russell Opterkuch
Bankers Trust Co.
Financial institution

Jeannie Sedwick

AHA-Insurance

Resource Inc.

Non-profit institution

1996

Craig S.
Macdonald
Bi-State

Development Agency
Government entity

Michael Tawney

Loomis Armored Inc.

Small corporation
1995

Lee D. Holland

Tennessee Municipal
League Risk

Management Pool
Self-insurance pool

K.C. Kidder

Norwest Corp.
Financial institution

Judith Payne
South Dakota
Government entity

Bruce Zaccanti

Jupiter Mechanical
Industries Inc.

Small corporation

1994

Sal M. Bianchi
Intergovernmental
Risk Management
Agency
Self-insurance pool
Judith Moses

McDonald
Comerica Inc.

Financial institution
Ronald J. Guiilloile
City of St. Paul, Minn.
Government entity

Thomas J. Hickey

Malcolm Pirnie Inc.

Small corporation

1993

David G. Adler
The Portman Cos.
Small corporation
Thomas E. Bell Sr.
Middle Cities Risk

Management Trust
Self-insurance pool

June Dickinson

SunTrust Banks Inc.

Financial institution
C. David White

State of Oregon
Government entity

1992

Marc Darby

Bombardier Inc.
Large corporation
Jerry Newsom

State of Georgia
Government entity
Judith Tornese

Transamerica Corp.
Financial institution

1991

Donald D.

Batchelor

Union Planters Corp.
Financial institution

Mary L.
DeCampli-Stewart

Metropolitan
Washington

Airports Authority
Government entity
Rod Umscheid
University of
California

Non-profit institution

1990

Josephine Goode
Johnson
University of
Maryland

Medical Service
System

Self-insured fund

Roger D. Oaks
Tennessee Farmers
Cooperative
Small corporation
M. Michael

Zuckerman
Thomas Jefferson
University
Non-profit institution

1989

John A. Lindquist

Browning-Ferris
Industries Inc.

Large corporation
J. Douglas Higley
State of Louisiana

Government entity

1988

Gregory L. Daniels
American National

Red Cross

Non-profit institution
Timothy G.
Galarnyk

Lunda Construction
Co./Phoenix Steel Inc.
Small corporation
Stephen A. Finley
City of
Lakewood, Colo.
Government entity
Edward G. Weiss
First of America

Bank Corp.
Financial institution

1987

Susan M. Werner
Hardee's Food
Systems Inc.

Large corporation
Mark F. Wilson
First Mississippi
Corp.

Small corporation

1986

Delmer Ison

Washington
Metropolitan
Area Transit Authority
Government entity
William E. Rogers
Conemaugh Valley
Memorial Hospital
Non-profit institution

1985

Susan N. Weiner
Dade County
Public Schools
Government entity
Eva F. Goodrich
Cincinnati
Electronics Corp.
Small corporation

1984

Sidney D. Blatt
Holloway Cos.
Small corporation
Gene Snyder
State of Oregon
Government entity

1983

Jerri Nelson
MacMiillian

Aetna Life & Casualty

Cos.' Real Estate
Investment
Department

Large corporation

Robert Sinclair

Metropolitan
Government

of Nashville and
Davidson County
Government entity

1982

Spencer J. Traver
BF Goodrich Co.
Runner-up
Paul B. Harvey
Ponderosa Homes
Small corporation
Gene M. Marsh
General Conference

of Seventh-Day
Adventists

Non-profit institution
George N. Pierce

Orange County, Fla.
Government entity

1981

Robert Bieber
Westchester
County, N.Y.

Government entity

William Ryan
University of

Michigan
Non-profit institution
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Judges use 10 criteria i seoring candidates

en cnteria are used to score

| ‘I ‘ 1
agement Honor Roll.

The panel of 10 independent judges
scored each nominated candidate on a
scale of one to 10, according to how
well he or she:

- Established and implemented an
effective risk management program

within the organization.
= Tackled and solved one or more

major problems for his or her organi-
zation.

« Innovatively applies the diverse
tools of risk management and insur-
ance.

* Creatively and effectively uses
the insurance markets to structure an
insurance program that serves the
needs of the organization (specifically
addressing the types of policies pur-

chased and manuscripted policies, if
any).

- Established a workable intelli-
gence system inside and outside the
organization, culminating in a flow of
information about events and activi-
ties that affect the organization's risk
management and insurance (how the
risk manager secures information
from other departments and the use of
risk management information sys-
tems are addressed in this criterion).

» Skfully performs the functions
of management in the overall organi-
zation and within the risk manage-
ment/insurance department. The
functions include planning, organiz-
ing, directing and controlling.

« Achieves the most-effective pro-
gram at the optimum cost over the
long term.

« Developed technical expenise in
any or all of the broad categories in-
cluded within risk management lead-

ing to a better managerial grasp of the
operational aspects of the job.

- Exhibits an attitude and per-
forms activities fostering the advance-
ment of the risk management profes-
sion (such as professional activities,
speaking engagements, teaching and
related activities).

» Develops in his or her career (as
exhibited by job history, including
current job description, education,
honors and memberships). [EIl
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Team Connect Enterprise
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« Claims Management
> Personal Lines
> Product liability
> General Liability
> Workers Compensation
> Litigation Management and Cost Control

* CRM /Account Management
> Prospect Tracking
> Existing Client Management (including specific account handling requirements)
> Client Access to claims information on a limited secure basis.

0 +Policy Tracking

> Personal and Commercial Lines

« Risk Management/Loss Control

« Integrated Document Management
> Web-based Document Access
> MS-Word and Exchange Integration
> Attach documents, PowerPoint's, video and images to claim file
> Check in/Check out with version control

* Intuitive Reporting

> |nternal management reporting
> Browser-based distribution over the Web to clients

> Scheduled reporting
* Workflow Management

> Tasks

> Calendar

> History

> Milestones

« Integrates to Your ERP or Stand Alone

« latest Web Development Technology
> Lower cost to deploy
> Remote Access
> Connect from anywhere
> Service Provider Access
> Customer Web Access

> PDA interface

> Easily Adaptable to your requirements

Contact us at Mitratech.com or 310.280.0660, ext. 846
See us at RIMS booth 3150

Evaluate each managed care arrangement to
assess liability exposure. Protect provider
organizations in an evolving market.

O'BRIEN & HENNESSY
SUBROGATION NATIONWIDE

candidates
http://www.subrogation.net
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ask for attorney Hennessy or Walker
or fax 1-877-SUB-ATTY for information.

John J. O'Brien, JD, CLU, CPCE
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Taxes and Canadian Insurance Markets.

Can't place a risk in Canada. Call us and we'11 help.
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Eldorado Computing, Inc. (ECI) is one ofthe leading
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managed care, case management and administration solutions to third party
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For more information on Eldorado solutions and its

Internet-based HEALTHware™, contact Kerry Winkle at 602-604-3100.
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Global Briefs

Lloyd's of London underwriting
agencies LIMIT P.L.C. and Wellington
Underwriting P.L.C. unveiled the pro-
posed terms of a merger between the
two to create Ensign Underwriting
P.L.C. The merged entity would be the
largest insurance business within
Lloyd's, with underwriting capacity of
£1.2 billion ($1.9 billion) for the 2000
year of account. Under the proposed
deal, Wellington shareholders would
receive 91 new Ensign shares for every
100 Wellington shares held. Those
terms have been approved by the
Wellington board, and a merger pro-
posal will now be put to LIMIT share-
holders at an extraordinary general
meeting. Jonathan Agnew, chairman of
LIMIT, would be executive chairman of
Ensign, and lan Agnew, chairman of
Wellington, would serve as deputy
chairman. . . .Euclidian Group P.L.C.
plans to split into two units the marine
and non-marine business of Lloyd's
syndicate 1243. Euclidian's senior ma-
rine underwriter, Dermot Dick, said the
move should strengthen the group's po-
sition in the market. . . A joint forum
between the International Underwrit-
ing Assn. and Lloyd's of London plans
to issue details of a proposal to stream-
line insurance and reinsurance transac-
tions in the London insurance market
later this month. The proposal outlines
several recommendations for improving
market processing, including a pro-
posed merger of the market's two back
office bureaus-the London Processing
Centre and the Lloyd's Policy Signing
Office (BI, April 17). . . .U.K.-based rail
operator Railtrack P.L.C. has filed a
£20 million ($31.6 million) claim
against Thames Trains for allegedly
causing a collision last October, in
which 31 people were killed and 227
were injured (BI, Oct. 11, 1999). Rail-
track's claim alleges that the driver of
the Thames Train, which collided with
a Great Western Trains train near Lon-
don's Paddington station, was to blame
for the accident, according to Thames
Trains' insurer, St. Paul International
Insurance Ltd. Great Western Trains is
also insured by St. Paul. An official in-
quiry into the crash will begin this
month. St. Paul has not released any
further details of the claim. . . .Edin-
burgh, Scotland-based insurer Stan-
dard Life Assurance Co., one of Eu-
rope's largest mutual insurers, has
agreed to hold a vote on demutualiza-
tion, though its management remains
opposed to such a move. The company
said it would fight vigorously to main-
tain its mutual status. Standard Life
has been under pressure from a group
of its policyholders, the Standard Life
Members' Action Group, that is push-
ing for demutualization. . . .The Euro-
pean Union will resume talks with the
People's Republic of China this month
to try to reach a deal to help China's bid
to join the World Trade Organization.
E.U. Trade Commissioner Pascal Lamy
will fly to Beijing for talks in the week
of May 15. Talks in March failed when
the two sides did not agree on several
issues, including foreign access to the

Chinese insurance market. . . . AXA S.A.

has failed to reach an agreement with
its U.K subsidiary, Sun Life & Provin-
cial Holdings P.L.C., on an offer by the
French insurer to acquire the 43.7% of
Sun Life & Provincial that it does not
already own. AXA said it would put a
new proposal to the non-executive di-

, rectors of Sun Life & Provincial.

. .U.K. insurer Royal & SunAlliance
Group P.L.C. has linked up with Chen-
nai, India-based Sundaram Finance to
form a non-life insurance venture in In-
dia. The two companies have signed a
letter of intent and will now apply to
the Insurance Regulatory and Develop-
ment Authority of India for a license.

INTERNATIONAL

U.K. legal reform
may boost litigation

By CAROLYN ALDRED

LONDON-U.K. risk managers face a po-
tentially more litigious environment, but the
jury still is out as to what it will cost their
companies.

Government-funded legal aid for personal
injury claims was abolished last month and
will be replaced with "no win, no fee" legal
compensation system, similar to the contin-
gency-fee basis common in the United States.
The aim of the move, one of a sweeping set of
changes to the legal system
and court procedures in
England and Wales, is to
create greater access to the
courts and to reduce the
increasing costs to the state
for legal aid.

In a no-win, no-fee ar-
rangement-or a condi-
tional-fee arrangement, as
it is known in the United
Kingdom-a lawyer agrees
that he or she will not re-
ceive a fee if the case is lost.

In exchange for assuming
this risk, the lawyer is enti-
tled to a bonus on top of
standard fees if the case is
won. The size of the bonus
to be paid by the client is
negotiated at the start of the case.

Many law firms and several insurers have
been preparing for the change, believing that
the new system will open up the U.K. court-
rooms to tens of thousands more claims.

Under the old system, legal aid was avail-
able only to those with few assets and little or
no income. For most of the British population,
the expense of litigation was too costly to un-

dertake.

Although conditional-fee arrangements
have been accepted in Scottish courts for
many years, the approach was not allowed in
English and Welsh courts until 1995. But, in
part because of the huge costs that can be in-
curred in litigation-in the United Kingdom a
losing litigant must pay the court costs and le-
gal costs of the winning party-initial accep-
tance of conditional-fee litigation was slow.

That now is changing quickly, helped by the
swelling ranks of lawyers and the introduc-

tion of several specialty in-
surance products. More in-
surers are bringing out cov-
erage to help fund personal
injury litigation. In addi-
tion, the population of
lawyers is burgeoning, and
many now advertise widely

%. on the radio and in hospital
waiting rooms.

Phil Jepson, a partner in
the Manchester office of

London-based law firm

Davies Arnold Cooper, said

that the change will mean

an increase in the number

of "straightforward" per-

sonal injury cases, where

injury and liability can be

easily proved. This could

cause an increase in premiums for public lia-
bility and employers liability coverage.

However, funding "more complex cases will

be more problematical. Lawyers won't be so

willing to bring complex claims, such as in-

dustrial disease, RSI and stress claims, which

are much more difficult to prove," said Mr.

Jepson.
See Courts on nert page

Business Insurance, May 1, 2000/ 105

More losses

for Lloyd's?
Moody's sets '99 forecast

LONDON-LIloyd's of London willlikely
lose £775 million ($1.23 billion)in 1999, ac-
cording to estimates from Moody's Investors
Service Ltd.

That will mark the low point in a four-year
streak of losses running from 1997 to 2000,
the rating agency says.

This year, the loss willlikely be reduced to

£496 million

($784 million),
LLOYD'S gosrae
Moody's esti-
+11+11-11+11=11-=1-=11-11-111 mates issued
last week.

For 1998, Moody's expects Lloyd's to post
a loss of £771 million ($1.22 billion), which
would be higher than Lloyd's own loss esti-
mate of £725 million ($1.15 billion) for that
year.

In 1997, according to results just released
by Lloyd's, the market lost £176 million ($284
million). Lloyd's reports its results three years
in arrears to allow for loss developments to
be reported.

The losses are a reflection of the business
written by Lloyd's syndicates, the Moody's
report says.

"Lloyd's syndicates write potentially
volatile classes of business into relatively
small stamp capacities. It is, therefore, not
surprising that losses in the downturn can be
marked and that there can be difficulties in
forecasting eventual returns," the report says.

And the market loss figures mask the wide-
ly varying results of individual syndicates,

the report says.
-By Gavin Souter

Major pension changes likely in Japan

Proposal to allow defined contribution pensions might spark cultural shift

By MICHAEL BRADFORD

TOKYO--Japanese employers
and their workers are facing a mo-
mentous change in the way private
pension plans are structured.

Under proposals expected to be-
come law, employers for the first
time will be able to offer workens a
form of defined contribution pen-
sion plan. Until now, Japanese law
allowed only defined benefit plans.

The change carries implications
of both economic and societal
change in a country where workers
have little investment knowledge
and employers have taken care of
pension funding decisions.

The new legislation, expected to
take effect in January 2001, could
jump start the nation's sluggish
stock market and fuel the growth
of mutual funds, experts say.
Japan could see the same type of
economic activity that occurred in
the United States about a decade
ago, when U.S. workers were
handed the ability to make invest-
ments in 401(k) retirement plans.

"It has the potential to be huge,”
said Linda Chase-Jenkins, manag-
ing consultant with Tillinghast-
Towers Perrin in New York. "DC
in the U.S. was the catalyst that
created interest in individual in-
vesting."

As Japanese employees become
skilled in investing their own pen-
sion assets, they likely will begin
putting some of their personal sav-
ings into the stock market and into
a growing stable of mutual funds
available in Japan, she said. Such
moves could add significant capi-

talization and stability to a
Japanese equities market that gen-
erally has provided lackluster re-
turns, Ms. Chase-Jenkins noted.

Consultants warn, however, that
there are shortcomings to the pen-
sion legislation, such as limits on
amounts that employers and work-
ers can invest in defined contribu-
tion plans and uncertainty on the
part of employees, many of whom
know little about investing.

Most "Japanese employees are
not very comfortable investing as-
sets on their own," said Matt
Siegel, a principal at Pricewater-
houseCoopers in Teaneck, N.J.
Making investment decisions, par-
ticularly if stock market volatility
continues, would be daunting for
many workers, he suggested.

Employees and their employers
are going to need plenty of infor-
mation about the transition if it oc-
curs, Mr. Siegel said. "l don't be-
lieve most (human resources) pro-
fessionals truly understand the im-
pact of moving from a defined ben-
efit to a defined contribution
plan," he noted.

Japanese employers are interest-
ed in shifting the investment-deci-
sion burden to workers because, in
recent years, significant shortfalls
have been uncovered in many cor-
porate pension plans. Under a de-
fined contribution plan, the risk is
shifted to employees, who make
the investment choices that deter-
mine how thek assets perform.

"Froma corporate perspective,
it's good news," said Jesper Koll,
chief economist with Memill

Lynch Japan Inc. in Tokyo. "De-

The arrival of defined contribution pension plans in Japan
could spark economic changes as employees begin man

aging their own investments

fined benefit plans are a liability.
Companies in Japan and elsewhere
are always in favor of shifting" the
investment burden, he said.

Ms. Chase-Jenkins explained
that low returns on pension plan

investments have led

many
Japanese companies to liquidate
their pension plans, leaving work-
ers covered under a national retire-
ment scheme. Many other corpora-
tions have only a year or so left be-
fore they are faced with the same
alternative, she said.

Employers are hesitant to dis-
cuss the challenges of shifting to
defined contribution plans.

A spokeswoman for Toyota Mo-
tor Sales U.S.A. Inc. would say
only that its Japan-based parent is
"studying the various issues" and
is prepared to provide employee

education "to cope with whatever
pension reform occurs."

A Nissan MotorPHoed*E
spokeswoman took several ques-
tions on the proposed changes but
did not respond with answers.

Sources say some employers are
eager to implement the changes,
while others are disappointed with
the shortcomings in the proposed
legislation.

"They're very enthusiastic," Ms.
Chase-Jenkins said of employers,
who realize that defined contribu-
tion plans can become a competi-
tive tool. Some have the plans
ready to launch next year, she
pointed out.

"People are excited about de-
fined contribution plans,” Mr.
Siegel agreed. However, he

See Japan on page 107
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C r.t the poheyholder and lawyer Such Among the specialty insurers htigation system personal injury staff about tenfold
O u S policies will cover court costs and likely to benefit from the new sys- The company, which advertises Until recently, personal Injury bum-

the legal expenses of a winning de- tem are Litigation Protection Ltd extensively on radio, television, ness accounted for less than 2% of

Contmued from previous page fendant

m Arundel, West Sissex, which es- buses and other media, provides a the law finn's revenues That figure

But, he warned risk managers, Under the Access to Justice Bill, tablished its first litigation insur- free help line where accident vic- likely FAIl reach 30% within a year,
"when you look at the whole picture which went into effect last month, ance product in 1993 This was fol- tims can contact them The callers predicted Daniel Morns, assistant

you are not going to see a reduction
1.n claims.

Insurers agree

are then referred to one of its panel head of the firm's personal injury
of up to 300 law firms Three department
lawyers m turn evaluate the claim, The law firm moved that depart-

"We would be surpnsed if person- A|though the Changes W|” mean 'potent|a| and if it is viewed as one likely to ment into new offices last year It

al mjury htigation did not increase

succeed, it is accepted and covered now has a staff of about 58 people,

we are eXpeCting it to increase, and grOWth Of perSOnal injury I|t|gat|0n in the U.K ,I by a Claims Direct msurance pohcy divided into six separate teams,

the insurance products are there to
help fund it," said a spokeswoman
from the Assn of British Insurers
Legal expenses insurance, which
covers costs relating to any legal ac-
tion the pollcyholder may become
involved with, including the other

It does not mean that 'frivolous cases' will get
tO COUrI a Clalms Dlr'eCt Spokesman Says litigation in the UK,"ltdoes not by asupervisor,butmostofthe staff

Although the changes will mean dealing exclusively with personal
"potential growth of personal injury injury claims Each team is headed

mean that "frivolous cases"” unll not are not practicing lawyers, which
get to court, asserted a Claims Di- keeps costs down The aim of the
rect spokesman department is to deal with claims as

"Only genuine injury cases likely efficiently and cost-effectively as

side's costs should the policyholder the insurance pollcies of losing liti- lowed by a conditional-fee protec- to succeed will be taken on," he possible, said Mr Morris

lose, has existed for many years Al- gants will also be able to cover the tion plan in 1995 which was ex- said, pointing out that workplace Nearly all the cases the firm takes
though most policies must be insurance premiums paid by the tended to cover all classes of action injuries account for about 30% of on are covered by policies with in-
bought before any lawsuit has start- winning litigant and pay that win- m 1998 the cases accepted surance companies such as Litiga-
ed, "after the event" pollcies are be- ner's legal fee The changes in legis- The insurer beheves that the re- Law flrms, too, are awakening to tion Protection and Claims Direct,
coming increasingly available lation w111 encourage the insurance moval of legal aid will open a huge the potential market he said, asserting that the insurers
These "after the event” policies of- mdustry to further expand its prod- potential market One such firm is London-based "have adapted very quickly to pro-
ten are sold in conjunction with a ucts and dnve forward litigation, Claims Direct is another new Kingsford Stacey Blackwell, which vi(le a better product than legal

conditional-fee agreement between observers pomt out

company geared up to meet the new in the past year has expanded its aid "

www. businessinsurance.com
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Your Experience Is About To Pay Off.

PLI Brokerage, a national insurance broker and subsidiary of The Chubb
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for vanous pomons nationwide PLI specializes m niche personal insurance
sales and marketing and offers you the advantages of an entrepreneurial
culture with exceptional Fortune 500 benefits

Regional And Office Managers

Will manage des and senice for one or multiple PLI offices Should have
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Continued from page 105
noted, nct all employers are ex-
pected to abandon defined benefit

schernes.

Some corporations are not eager
to spend money to implement the
new plans, Mr. Siegel suggested.
"They have to figure out a way to
lower pension costs. | think a lot
of folks are waiting to see how
things unfold.”

"l think probably it is some-
thing most people will switch to,”
predicted Charles Ruffle, CEO of
Plansponsor.com and Japanpen-
sions.com, Internet information
services for pension plan spon-
sors. "From an employer's stand-
point, it makes sense, moving
away from the liabilities" of un-
derfunded plans, he noted.

"There is, however, a lot of un-
certainty as to how Japanese em-
ployees will react,” Mr. Ruffle
said. "Not everyone is confident
that the Japanese worker in the
street is sufficiently educated to
make investment decisions.”

But, he added, with that con-

cern also comes the realization

that the same type of attitude ex-
isted in the United States before

401 (k) plans were introduced and
eventually became a hit with em-
ployees.

Mr. Koll of Merrill Lynch said it
will take some time for employees

to become comfortable with in-

vesting, but once they do, they
could be hard to stop. "Itt would

be like a sumo wrestler who is

starting to break into a jog. He

Business
Insurance.
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Tenth World Captive

and
Alternative Risk
Financing Forum

Co-sponsored by Business
Insurance, Skandia/SINSER
and Tillinghast-Towers Perrin,

this event addresses the use of

captive insurance companies

and other alternative risk

financing programs.

Sessions during this three-day
conference address topics such
as new risk financing
alternatives, reinsurance,
aggregate stop loss and finite
coverages, tax issues, rent-a-
captives, investments and case
studies.

The 2000 forum will be held

Nov. 13-15 in Miami.

For details on registration or

exhibits, please contact:

Tina Gassinan,

Executive Director

World Captive Forum

4248 Park Glen Rd.

Minneapolis, MN 55416
Phone: 612-928-4659

Fax: 612-929-1318

tgassman@harringtoncompany.coin

would start slowly and carefully,
but once he got going, there would

be an awful lot of momentum be-
hind him."

Robert Gump, a Washington-
based international consultant
with Watson Wyatt Worldwide,
said snortcomings in the propos-

als hare left "an overall sense of

disappointment” among employ-
ers and others.

He pointed to restrictions that
limit company contributions to
employee accounts to 216,000 yen
per year ($2,032.7) if the employer
also offers a defined benefit plan,
or, up to 432,000 yen ($4,065.5) if
only a defined contribution ac-
count 35 offered.

AnNnd. details on early with-
drawals and loan provisions have
not been finalized, sources say.

Sources agree that changes in
Japanese society make it the right

INTERNATIONAL

time for changes to the pension
system.

Not only is the timing right be-
cause Japanese employers are

There is, however, a lot
of uncertainty as to
how Japanese
employees will react,’
says Charles Ruffle.

looking for ways to shore up
shaky pension funds, but a soci-
etal shift in recent years also helps
create an opportune time for an
upheaval in investment culture.
Japanese workers likely will
have the ability to take their pen-
sion plans with them when they
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change jobs-a situation virtually

unheard of until recent years.
"People are moving job to job,

which has never happened be-

fore," said Ms. Chase-Jenkins.
"On the employee side, there is a
need for portability” of pension
plans, she remarked. "They need
something more sure and secure."

Mr. Siegel agreed that corporate
Japan is not the "cradle-to-grave"
employment environment that it
used to be. Employees are more
likely to switch careers or be laid
off than in previous times when
most workers stuck with a single
employer that practically guaran-
teed a job for life.

For those reasons, Mr. Siegel
said, defined contribution plans
with a portability feature are
more sensible than defined bene-
fit arrangements.

"It's definitely a long overdue

step in the direction of the democ-
ratization of finance," said Mr.
Koll, "where individuals can
themselves take control of their

future financial worth.”

"We've been talking about a
switch from defined benefit plans
to defined contribution plans for
the past eight years here in
Japan,” he said. "All the lawmak-
ers are committed to this change.
Before the end of May, they
should have all the bills passed.”

One political snag could slow
the introduction of Ihe plans. Mr.
Gump pointed out that there is
the possibility that the Diet may
face re-elections before the pro-
posals pass.

If that happens and the parlia-
ment is replaced, he said, the pro-
posals and introduction of defined

contribution plans could be held
back. rm
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66 out of 100 The IRC survey, 72% went as far as saying that all premiums paid As of the release of this survey,
however, found that its respon- businesses should be allowed to

dents were more satisfied overall

According to the NAIC's "White 17 states were considering com-

Buyers

Continued from page 2

participate in a deregulated com- Paper on Regulatory Re-engineer- mereial lines deregulation, and 13

According to the IRC, 74% of re- mercial lines market Only 10% of ing of Commercial Lines Insur- states had already enacted some
Seventy-three percent of re- spondents’' companies reported respondents said that participa- ance," the thresholds recommend- form of deregulation

spondents cited price of coverage being somewhat to very satisfied tion should be limited to compa- ed in 1998 for ECP status incluce Overall, while 70% of IRC re-

* Net worth of more than 2 50 spondents were moderately to very
million

as the primary reason for chang- with the overall insurance indus- nies that meet certain conditions,
ing insurers, the IRC survey found try

Although the survey looked at In addition, the IRC found that
midsize companies, only slightly 76% of respondents were some- spondents to the IRC survey uti- than $100 million
more than one-fourth of those su-- what to very satisfied with the lize risk managers either on a full-
veyed employed professional risk turn-around rate of their insur- time or consulting basis Thirty- part of a holding party, more than two years, mainly to obtain better
managers Most-87%-reported ance claims But risk manager re- two percent of the respondents ad- 1,000 employees in the aggregate rates
relying on an agent or broker to spondents to the Quality Score- mitted to having no knowledge of = Use of a risk manager, eit -lel Mr Ewing stated that RIMS
supports a state-by-state basis for

the survey found satisfied with what they pay for

Twenty-six percent of the re- = Net revenues or sales of more coverage, many of them either
changed insurers in the past five

- At least 500 employees or, if years or plan to switch in the next

evaluate the coverage their com- card gave their insurers and rein- what a risk manager does
Both Mr Mair and Ms Lyon
agreed that regulation protects premiums that exceed $500,000.

on a full-time or consulting basis
panies need surers a rating of 67 on timely pro-
Risk managers representing cessing and settling of claims
larger organizations pointed out = For non-profit or public enti- No 1 factor in determining how
that, to sophisticated buyers, ance and loss prevention for GES fore, they said, even though many ties, an annual budget of at least satisfied IRC respondents were
quality of coverage is more impor- Exposition Services in Las Vegas of the respondents to the IRC poll $45 million or a municipality with with their current insurer, Mr
tant than price and a chairman of RIMS' external favored deregulation, in the long a population of at least 50,000 Ewing said "service, in terms of
"Only when all other things are affairs team, said the IRC study run it may not be in every insur- While few of the companies in resourcefulness, and how seam-
equal does a good risk manager "was a good thumbnail sketch of ance buyer's best interest the IRC survey would meet any of lessly the company handles a
look at price,"” said David Mair, smaller to medium-sized compa- Ms Lyon raised concerns about those critena, 46% were conficent claim are major factors as well "
risk manager of the U S Olympic nies' level of satisfaction " At the the potential for insolvencies if the :hat they "probably" could nego-
Committee in Colorado Springs, same time, "from a risk manager's insurance market were completely tiate a premium lower than state-
Colo, and incoming first vp of the point of view, it really emphasized deregulated regulated rates if the industry able for $25 :n the Un:ted States
Risk & Insurance Management So- the need to educate companies According to a National Assn of were deregulated, and 15% and $35 elsewherefrom the Insur-
about deregulation " Due to their Independent Insurers' statement, thought they definitely wculd ance Research Council, 718 Provt-
Last year, RIMS and the now- lack of knowledge on the sublect, the association "supports use- have the know-how to negot ate dence Road, Malvern, Pa 19355-
defunct Quality Insurance "about a quarter of those who re- and-file for rates and file-and-use lower rates, the study found 0725
Congress conducted the second sponded didn't even know if for forms,"” which the NAII be-
Quality Scorecard, which ex- deregulation would raise or lower lieves fosters increased competi-
plored risk managers' satisfaction their insurance premiums,” Mr tion "The NAIC model also leaves
with the property/casualty insur- Ewing said
ance industry (BIl, June 21) The
scorecard, which di(in't distin- the National Assn of Insurance Commercial Policyholder in their
guish companies by size, will be Commissioners' Property/Casual- states,"” accordmg to the NAII

conducted again next year by ty Commercial Insurance Commit-
RIMS

- Aggregate annual insurance deregulation in the insurance in-
dustry And while price was the
Lance Ewing, director-insur- consumers large and small There-

Copies of the report are avail-

ciety Inc
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it up to the commissioners to de-
Darla L Lyon, chairperson of termine the definition of Exempt

An exempt commerc.al policy-
tee, pointed out that 48% of the holder, as defined by the NAIC,

Risk managers in the RIMS/QIC respondents acknowledged that must meet at least two of six
scorecard gave their insurers and they are not at all familiar with is- thresholds, such as net revenue,
reinsurers a satisfaction rating of sues surrounding deregulation, yet number of employees and annual

ADVERTISER ADVERTISER . PAGE #

AIG Corporate 56/57 Insurance Overload Systems 70
Allianz Insurance Company 38 Interlogics 40
e l I e S S CO l l Ce p eX p a | l S American Insurance Alliance 104 Intermediaries & Reins Undwr 7a
Answer Financial 29 Jardine Lloyd Thompson 61

Employers offering a far broader array of programs

Anthem Health Care 99R Kemper Insurance Companies 35

AON Corporation as Lexin
R . gton Insurance c5
By KRISTIN PALM keeps employees around-in fits programs But a recent part-
Crain News Service more ways than one "There's nership between Blue Cross & Assurex international 2 Liberty Mutual 83
health benefits, and there's IS- Blue Shield of Michigan in De- AXA Nordstern Art Insurance 4 Liberty Mutua o
1 utu.
DETROIT-If the idea of cor- sues of recruitment and reten- troit and Landmark Healthcare Y
. . " . . . R Bank of America a7 . .
porate wellness programs brings tion of employees," he said Inc in Sacramento, Calif, will Libei ty Mutual ce
to mind a lunch-hour walk in "These things are going to be- make discounted non-tradition- The Bank of Bermuda, Ltd 34 Mareh Ine o
white Reeboks or trading heart- come a lot more acceptable al health care options available Bet for USA .
smart recipes, think again quickly,” Mr McDonald added to Blues subscribers Matrix Absence Solutions 28
While aerobic exercise and "Some ot the old attitudes don't As of June 1, subscribers to Burnham Systems 104
MAXRE Ltd 21
nutrition advice are mainstays have a place anymore the Blues' point-of-service and
. . . . R Business Insurance 33,65,71,94 99,101
of such programs, companies are The competition for talent and preferred provider organization McLarens-Toplis 20
integrating more non-tradition- people with certain skill sets is plans will have access to a dis- Cambndge Integrated Svcs 26 . )
. R R . Metropolitan Life Ins Co 18/19
al activities-yoga, meditation, just too great You can't lose counted network of acupunctur- Casework Mgmt 62
tai chi, even onsite massage- people because you have an old 1StS, massage therapists and nu- Mitratech, Inc 104
mindset ™ Censre a6

into their wellness programs trition counselors through ItS

While it does not offer such a partnership with Landmark

Munich-Amencan Risk Partners 27
"l think the wellness pro-

i i X 1 CGU Insurance Companies 68/69
grams are expanding,” said range of on-site options, the The Naturally Blue network also NAC Reinsurance Corp a4
Robert Carroll, vp and employee Gale Group of Farmington Hills, will offer subscribers discounts CNA Corp 89 NAM Corp .
benefit manager in the Detroit Mich, reimburses employees up on vitamins, herbs, minerals and CNA Re 10-11
office of Marsh Inc "It used to to $250 for a wide array of fit- nutritional supplements O'Brlen & Hennessy 104
be just HMO-type programs, but ness and wellness activities, Mr McDonald said GM is tak- College of Insurance i o Part hip Ltd 22
. . . . verseas artnership
they're starting to get into from golf leagues to acupunc- ing a wait-and-see approach to- Commonwealth Risk Services as
perks-massages, stress relief, ture ward including non-traditional Phico Group 84/85
" . . . e . . . 66
that land of stuff The reimbursement is intend- practitioners in its benefits Concentra Managed Care, Inc )
. PMA Reinsurance Corp 73
General Motors Corp in De- ed to reduce health care costs, packages Conning & Company 76
trot for instance, offers both but the pO11Cy IS also used as a "Massage, acupuncture, we're Policy Management Systems 39
R R R R R R . Corporate Systems Corp 55
yoga and tai chi-a martial art selling point to recruit new em- probably going to follow the )
. . . . " . . PXRE Reinsurance Company 93
known for ItS stress-reduction ployees, said Senior Benefits pack on that stuff,"” he said Corvel Corporation 25
capabilities-at its headquar- Administrator Sherry Young- "There's been a lot of proven " Pyramid Services Inc 32
. j . ) Cross Border Underwriting Sves 104
ters The company plans to in- blood success with smoking cessation SCORU S coca
troduce lunchtime meditation "It raises eyebrows Peop-e get and acupuncture, bu: at this Cunningham Lindsey °5
classes as well excited, especially when we say time, we don't have the where- o ! Service Master 72
A A A ) and Corporation 50
GM plans to expand ItS offer- how liberal it really is,"” she withal to have that covered But
State Comp Ins Fund 99R

ings when it establishes a fitness said
center near its offices, said Tim

we're watching that to see what

At least a fourth of Gale's em- will happen "

McDonald, corporate health ployees take advantage of the

promotion manager in GM's reimbursement, Ms Youngblood vises predominantly mid-sized

Health Care Initiatives Group said, though she does not have companies, believes inclusion of
Such innovations allow GM to figures on how many used the some non-traditional remedies

extend its wellness program to money for non-traditional activ- in benefits packages is in the

more employees, said Mr Mc- ities and treatments Employees pipeline for his clients
Donald

Marsh's Mr Carroll, who ad-

will soon be able to use their re- "They're all starting to ask

"Some people like to log or imbursement to visit an onsite questions about it," he said
walk, and other people can med- massage therapist, as they do in "It's not something they're im-
itate or through yoga or tai chi the Gale Group's Foster City, plementing at this point, but it's
try to find a way of changing Calif, office, Ms Youngblood coming "
gears to get out of the stress said
thing and try to find a way to re-

Few Southeast Michigan com- Knstin Palm is a correspon-

panies currently provide for dent Of Craing Detroit Business,
Mr McDonald said an all-en- non-traditional health care a stster pubt:cation of Business

lax a little bit,"” he said

compassing wellness program treatments through their bene- Insurance

Dotnsk Limited

ECS, an XL Capital Company

Eldorado Computing Inc

16/17

53

104

Empire Blue Cross/Blue Shield 101R

FM Global

Frontier Insurance Co

GAB Robins

GENEX

lan H Graham Inc /AON

. 30/31

Stellarnet

St Paul Corporate

Strategic Technology Leaders

Summit Global Partners

40 Swiss Re New Markets Corp

23 USA Managed Care Organization 64

12 ValueConserv, Inc

87 Ward North America Inc

InsuranceOnlineNetwork com, Irc 104 Wausau Insurance Company

Hart Information Services

78

Wernedia com

Humana Workers Compensaticn 6 Zunch USE&C

ING Financial Svcs Int'l N A 42’43 Zurich US/E&C

104

77

63

37



Commentary

Ready or not,
let RIMS begin

As | wnte this, | am mentally preparmg myself for the Risk & In-
surance Management Society's annual conference, which is easily
the largest ofany ofthe conferences attended and covered by Bust-
ness Insurance

It's also easily the longest of any of the conferences we attend. It
requires the most advance preparation It commands our most ex-
panmve editonal presence It requires my largest luggage | pack
the most busmess cards, clean socks, necklnes and so on

It isa conference that demands superlatives

Without adequate preparation, the conference can become an
endurance test 'lhe streets of the host city, hotel lobbies and ex-
hibit hall comdors w11 be httered with people who are rubbmg
sore feet, trying to boost their caffeine mtake or have Just plain
gwen up.

So | prepare As part of this process, | recall past RIMS confer-
ences and consider what this week might hold.

For starters, | m11 need to summon all my baggage handling
prowess My bnefcase is burstmg with contents that range from
the high tech (a laptop computer, Palm Pllot and cell phone) to the
low tech (pads of paper, pends and pens, assorted chpplngs of ar-
lacles from past issues and prmtouts of seemmgly important e-
malls) to the exotic (a 5-year-old shck of Tndent gum, 11nt balls
fromaround the world, a letter to Santa Claus from my daughter

and about a dozen matchbooks). | also make
room for an expanded pharmaceubcal de-
partment, namely Excedrm, Alleve, contact
lens solution, allergy tablets and Visme.
In my swtcase, | always pack more clothes
, than | need, with the expectation that | willl
A be thrust mto a vanety of situations requinng
a change m wardrobe, a scenano that never
seems to occur Casual clothes, business at-
tire, golf clothes, footwear for all terrain,
clothing m case it's cold, garments for hot
weather And all those socks and neckties
| calculate m my mmd how much extra
cash to have on hand to tip the anport lug-
gage handler to assure he doesn't neglect to place my bags on the
plane m d]sgust over how much they weigh

There are many other items | wlll need to brmg to survive and
fully emoy the week, mcludmg

* Voice- and e-mall Jugglmg capabilitnes.

Some people are excellent at keeping connected while on the
road, returning calls and messages as if they never left their desks
Icancallmandhsten to the phone messages Just fme, it's return-
mg them that seems to elude me

E-mail, on the other hand, | check rellgiously | must fear the
consequences of failmg to forward the latest electronic chain letter

* Expense record management slalls

| scribble notes on a vanely of media, from scraps of paper, to
bumness cards, to my hand-held computer | stuff receipts m my
pocket, wallet, Jacket, bnefcase, notebook or rental car glove box

Nevertheless, at the end of every RIMS week, | must hold a
seance to try and raise from dead memory cells who paid for cabs,
picked up meals, bought the round at the bar and otherwise emp-
tied my wallet

» Schmoozmg abillty

From the exhibit hall, to conventnon center hallways, hospitality
suites, breakfasts, lunches and dmners, there is a seemmgly endless
parade of people to meet and greet names to learn, stones to hear
and bps to pick up.

If you see me standing on the edge of a crowd loolang lost, or
strugghng to match a face with a name, you'11 know | nustakenly
left this item at home, or the airline misplaced it

» Trmket collection savoir-faire

Having kids who can't read yet means never havmg to say you
didn't bmng them anything So what if that squishy ball has the
name of a claims adjuster plastered all over it, or the candy bar is
stamped with thename of an HPRmsurer, orthe p11771e cubehas
slogans from an insurance software vendor?

The promotional mementos are not just for the kids, however |
stlll use a Travelers bottle opener, vanous tote bags and a latchen
drawer is br:unmmg with cheap Mont Blanc knockoffs

* Hotel supply gathenng

OK, I'm not as bad with the free hotel stuff as the exhibit hall
geegaws, but | do adrmt to a penchant for collecting bars of soap
and hotel mouthwash. Those httle shoe shine cloths aren't bad ei-
ther And the stabonery is nice Pens work hne Those mmi room
service bottles of ketchup are land of cool But darn those tiny ht-
tle hangersi

Ready or not, let the conference begm

Editor Paul D Wmston's commenta?v appears fortnzghtiy and
on www busznessmsurance.com He can be reached atpwinston@

cram com
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Bankrupt

Continued from page 1
among the four seized Superior through provision allows policy- Chapter 11 filing last week
National units was at one of the holders to submit claims directly The filing covers Superior Na-
acquired BIG subsidiaries to Kemper if the Superior Nation- tional and subsidiaries Business
The FHS announcement came at al units are unable to pay Insurance Group Inc, an interme-
about the same time Superior Na- Superior National's manage- diate holding company, SN Insur-
tional filed for bankruptcy protec- ment-which had already been re- ance Services Inc, and SN Insur-
ton, and it is unclear what effect, moved from operations of the four ance Administrators Inc
if any, the bankruptcy will have seized insurance units-then Shortly before the bankruptcy
on the threatened lawsuit .
) . o announcement, FHS disclosed
Superior National officials that it had received written notice
could not be reached for comment 'Superior Nalional from Superior National of its in-
California regulators seized Su- tention to sue FHS over the 1998
perior National's four California- believes it had no BIG sale

based underwriting units in March The ill-fated sale has already
after finding them "severely un- L . .

" ; . prompted litigation Superior Na-
derreserved" and insolvent by a bankruptcy protection, tional last year sued American Re-

fotal of $247 1 million (BI, March says J. Chris Seaman. Insurance Co over the failure of

an American Re affiliate to pay a
Placed in conservation were massive claim under a reinsurance
California Compensation Insur- contract covering reserve short-
ance Co, alleged to be insolvent countered with what they con- falls at BIG
by $145 8 million as of last Dec tended was a better plan for reha- As a condition of the BIG sale,
31, Combined Benefits Insurance bilitating the insurers FHS had placed the reinsurance,
Co, insolvent by $2 5 million, Su- In a court hearing last month, which provided $175 million in
perior National Insurance Co, in- lawyers for Superior National said coverage for adverse loss develop-
solvent by $40 3 million, and Su- the company had negotiated its ment in excess of BIG's year-end
perior Pacific Casualty Co , insol- own reinsurance deal with Em- 1997 reserves of $522 million
vent by $58 5 million ployers Re of Overland Park, Kan Soon after the sale, Superior Na-
California Compensation and The Employers Re offer was supe- tional concluded that BIG reserves
Combined Benefits were among nor, they argued, because under were deficient and demanded pay-
the BIG units Superior National certain conditions It provided ment under the reinsurance con-
acquired higher ceding commissions to the tract The parties settled the dis-
Regulators acted after receiving four insurers and would potential- pute earlier this year (Bl, Jan 10)
a letter from Mr Seaman report- ly cover a larger number of under- In its disclosure, FHS said any
ing that the Superior National lying policies lawsuit by Superior National
companies were impaired under Lawyers for the Insurance De- would be "without merit " Superi-
statutory accounting rules partment, though, challenged both or National conducted extensive
After the seizure, California In- these contentions and objected to due diligence before acquiring
surance Commissioner Chuck the rival plan's inclusion of Supe- BIG, including reserve analysis,
Quackenbush initially reached an rlor National officers in running FHS argued, suggesting the real
agreement with Centre Insurance the four insurers cause of Superior National's trou-
Co to support Superior National's Following the April 20 hearing, bles has been the deterioration of
ongoing business lIts affiliate, Los Angeles Superior Court Judge the California workers comp mar-
Centre Solutions (Bermuda) Ltd, Frances Rothschild ruled for the ket since 1998
is among Superior National's Insurance Department plan "FEIS believes that any attempt
largest shareholders "In light of the (department's) to shift losses from this market de-
By early April, though, regula- recent actions, Superior National terioration onto (FHS) through
tors announced they had replaced believes It had no alternative but a lawsuit has no basis," the com-
the Centre Insurance arrangement to file for protection under the pany said

would provide "cut-through" protect its interests and assets,
reinsurance coverage for policies and ItS creditors' interests," Mr

alternative but to file for'

ered over the period, as well workers compensation "

"On liability, because of the soft In general, Mr Pouzar said, the
market, they're taking advantage latest survey shows an increase in
of that to purchase more limits," the sophistication of public sector
it seems like the premiums have Mr Pouzar said risk management Public risk man-
dropped significantly " While liability premiums de- agers have demonstrated their

Governments' property risk costs creased across the board, the most ability to take advantage of oppor-
were fairly stable from the 1996 noticeable decreases were for such tunities provided by a soft insur-
survey to the current one, Mr specialty coverages as police pro- ance market, and to take advan-
Pouzar said, while those for work- fessional, public officials and tage of opportunities to generate
ers compensation and many liabil- school board hability "The cost of savings by consolidating their
ity insurance lines are down con- some of these specialty coverages | business, he said
siderably, he said thought was amazing, the drop in "I was impressed with the use of

While property costs as a per- prermums," Mr Pouzar said technology,” Mr Pouzar added,
centage of the total cost of risk Workers compensation de- noting that government risk man-
have remained constant at 13%, agers are using information tech-
the survey showed a trend toward nology not only for such purposes

governmental units buying more A || of this tort reform, 1 as claims tracking, but also for ac-
insurance at lower premium levels

. . . . tuarial purposes and to mgnitor
In the current survey, premiums think it's had an impact. costs and calculate c%arge-%ac s of
represented 597 of the average It's lowered the cost of ~ risk financing costs to individual

perty cost of risk and retain . , departments
losses 4§°A, while in the 1996 sur- workers compensation, "That's pretty impressive
vey premiums made up 61% of the says Edward Pouzar. They're using it like the private
average cost of risk and fetained sector would," he said "Of course
losses 39% the respondents tend to be on the
The 1998 survey showed 65% of larger side, so they have the oppor-
all entities purchased flood insur- creased as a percentage of the tunity to do things like charge-
ance and 58% bought earthquake overall cost of risk in 1998, to 52% backs "
coverage, up from 40% in each cat- from 56% In 1996 Premiums rep- The 1998 public cost of risk sur-
egory m 1996 In addition, 94% of resented 31 % of the workers com- vey drew 359 responses, an 18% m-
all respondents purchase "all pensation cost of risk in 1998, crease over the 1996 survey Of the
risks" property insurance today, down from 36% in 1996, with re- respondents, 21 were states, 92
up from 82% m the 1996 survey tained losses increasing to 58% counties, 143 municipalities, 44
"Otherwise, property was pretty from 49% in the 1996 survey schools or universities and 59 oth-
stable,” Mr Pouzar said "Even the Safety and loss control programs ers, such as public utilities, pools
retention level stayed approxi- represented 11% of the 1998 work- or special districts
mately the same " ers compensation risk cost, down The respondents are located in
Liability costs as a percentage of from 15% in 1996 The majority of 48 states and Canada, and 57%
the total cost of risE increased respondents in the 1998 survey re- have operating budgets greater
slightly in 1998, to 35% from 31% ported having formal safety pro- than $99 million, while only 16%
m 1996 grams, as well as using managed had operating budgets below $25
Liability insurance premiums, care in workers compensation
which represented 67% of respon- For workers comp, you see an
dents' total liability costs, fell, increase in using managed care To purchase comes of the Cost of
however, as a percentage of re- networks in the public sector," Mr Risk Evatuatzon in State and Local
spondents' operating btdgets to Pouzar said And, he noted, "All of Government, contact PRIMA at
041% in 1998, down from 0 97% in this tort reform, | think it's had an 703-528-7701 or Damet Stone at

1996 Average retentions were low- impact It's lowered the cost of Detoztte & Touche at 212-436-3467

Public

Continued from page 1
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Awards

Contlnued from page |

ty cases

was not available for premises lia-

In such cases, the report shows, billty and business negllgence cases

the median compensatory award

Over the seven years since 1992-

rose to $1 3 million in 1998, up the period tracked in this year's

hon on the awards, 1998 is the most 137% from $556,690 the year be- survey-New York has recorded the
recent year for which full statistics fore The huge lump comes after the highest median compensatory
are available for analysis Statistics median award fell from $750,000 in award of $273,185 Only 2% of

for past years sometimes change, 1996

however, as JVR updates its

been completed

awards m New York personal in-

The median punitive award in jury cases included punitive dam-
database after surveys have already product hability cases fell m 1998 to ages

$200,000 from $388,000 in 1997, the

Minnesota had the second-high-

According to last year's report, second consecutive decline The est compensatory median award-
sexual harassment and discnnuna- 1997 figure was far lower than the $128,759-over the seven-year pen-
tion awards in 1997 weie sharply $2 3 million median in 1996
The survey shows that punitive cluded pumtive damages

higher, and the median amount of
compensatory damages in all per-
sonal injury cases was up 15% from
the previous year (Bl, March 6,
1999) Employment practices liabil-
ity cases are not Included in the fig-
ures and will be detailed in a sepa-
rate study being prepared by JVR

Tort reform proponents say in-
creases 1.n Jury awards were expect-
ed

The trend in recent years has been
for awards to rise as big-dollar ver-

The trend in recent years
has been for awards to

rise as big-dollar verdicts

od Two percent of the awards in-

Alabama jurors awarded punltive
damages in 26% of the personal in-
jury cases from 1992 through 1998,
the highest percentage of any state
Alaska, which was the second high-
est, awarded punitive damages in
16% of cases during that same pen-

grab the headlines, says Od

Sherman Joyce.

New York plamtiffs collected the
most million-dollar verdicts, with
24% of the awards totaling at least
$1 million in compensatory and

dicts grab the headlines, said Sher- damages were awarded in 10% of punitive damages over the seven-
man Joyce, president of the Amen- the product hability cases m 1998

The median compensatory award states with 23% of its awards reach-
in 1998 medical malpractice awarcs ing at least $1 million in compen-
Big awards in "megalawsuits" rose to $755,530, an increase of 46% satory damages over the period

can Tort Reform Assn in Washing-

ton

help "set the market for verdicts," over 1997 There were no punitipe

Mr Joyce said

dicts

year period New York also led

Mr Joyce of the ATRA said that

awards in 1998 medical malpractice Alabama has become a "case study"

And, he added, the trend did not cases in the JVR study In 1997, the illustrating the unreasonableness of
stop in 1998, as last year was "an median punitive award was at punitive damage awards in recent
extraordinary year" for large ver- $290,000

years, with jurors handmg out hun-

Jumps in the median compen- dreds of milhons of dollars to plain-

A spokesman for the Assn of Tn- satory awards for product liability tiffs Modifications to state law last
al Lawyers of Amenca in Washing- and medical malpractice cases like- year placed limits on punitive dam-
ton said he doesn't think junes are ly occurred because "large verdicts ages that can be awarded in the
influenced by headlines Each jury in cases of willful miscon(luci are state (Bl, June 21, 1999)

"decides on the merits before it," he going to skew the results," the
noted "We have great experience ATLA spokesman suggested awards are rising as tort reforms are
with junes that take then roles very He said Junes "are gomg to send a reversed "One of the things that
seriously and want to do the nght message to business and Industry” clearly is happening IS that state
thing If they think a wrong is when they find that inluries oc- supreme courts are nul_ifying tort
proved, they want to right it " curred because of a problem that reform" and are "substituting their

The spokesman pointed out that was known by the company respon- iudgment for the Judgment of the

the median compensatory award sible

He said that in many states,

legislatures "
has not varied much since JVR be-
gan tracking it in 1992 "Things rose sharply for other cases as well
have remained very constant, and The median award in premises 11- in Personal Inluiy-1999 Edition,"
that behes the myths and propagan- ability cases reached $120,000 in are available for $39 95 plus $4 50
da of those who want to limit peo- 1998, a 23% lIse from the year be- shipping from Jury Verdict Re-
ple's legal rights " fore The median in business negli- search, 747 Dresher Road, P O Bor

The JVR survey shows that the gence cases was up 21% to 980, Horsham, Pa 19044-0980,800-
most striking increase in 1998 $237,557 341-7874, ext 307, or via e-mail at
awards was seen in product habili- Data on punitive damages awards custserve@trp com

Median compensatory awards
Comes of "Current Award Trends

laws and regulations to create a gy Entremed Inc, as she presented
single, national standard for han- BIO's testimony Medical clinical
dling health information This po- trials are multistate ventures, Dr
sition was made by all of the health Horobin said A multiplicity of
tions were immediately raised plans, health care clearinghouses state laws governing the sharing of
about such matters as the cost ot and employers whose comments we medical information would slow
meeting the regulations, their flex- reviewed," said Dr Heinrich in her research efforts, she added
ibility and their impact on workers written testimony Charles N Kahn, president of the
compensation (Bl, Nov 8,1999, "Full pre-emption of state laws is Washington-based Health Insur-
Nov 1, 1999) essential for employers who often ance Assn of America also called
Under HIPAA, HHS is supposed have a nationwide web of locations for congressional action "It will
to promulgate its final rule by the and workers If a federal, uniform take a new federal law" to assui e
end of this year, with the regula- confidentiality standard is not en- uniformity, he said Inconsistency
tion taking effect in 2002 acted, the functioning and admin- among state privacy laws could
Congress, howevm, can still ap- istration of employer health-relat- "adversely affect" medical care, he
prove privacy legislation before said
then and lender the HHS regula- Sen Jack Reed, D-R |, warned,
however, that to pre-empt state

Privacy

Continued from page 2

tions moot

Inconsistency among

The desire of many interested law, a federal statute would have

parties to have Congress act, and state privacy laws
act soon, on the issue of pre-emp- could 'adverse|y affect'

to be considerably more than a

lowest common denominator In
tion of state medical privacy regu- fact, he said, a federal privacy law
would have to be very tough to win

broad support

One witness held that her fellow

medical care, says
Charles N. Kahn.

lations was quite evident in last
week's hearing

In fact, Dr Janet Heinrich, asso-
ciate director-health financing and witnesses who called for federal
public health issues for the Genet - pre-emption were guilty of overre-
al Accounting Office, released at ed programs could be placed in se- action
the hearing a GAO report of com- rious jeopardy," said Kathy Instead, "any floor that Congress
ments on the HHS privacy propos- Farmer, manager-U S compensa- sets" would actually be "cost effec-
al The survey of comments made tion and benefits for Palo Alto, tive and create substantial unifor-
by 40 organizations representing a Calif -based Hewlett-Packard Co , mity" by eliminating weak state
variety of viewpoints on the subject as she testified on behalf of theem- laws, sald Janlori Goldman, dii ec-
showed that the pre-emption issue ployer-supported Washington tor of the Health Privacy Project at
was, along with three other issues, Business Group on Health Georgetown University's Institute
addressed by 34 ot the organiza- Her sentiments were echoed by for Health Care Research and Poli-
tions in their comments Those 34 several other witnesses The Wash- cy in Washington Ms Goldman
i anked pre-emption at the top of mgton-based Biotechnology Indus- said that the HHS proposal should
then list of concerns try Organization "supports enact- be expanded even further to create

"The overriding comment, made ment of a national law," said Dr a federal private right of legal ac-
by more than half of those remark- Joanna Horobin, executive vp- tion for those whose privacy has
ing on this section, was that the commercial development for been breached HIPAA does not

federal rule should pre-empt state Rockville, Md -based biotechnolo- permit such legal actions

Updates

Vermont enacts partner law

Continued from page 2

There remain questions of whether employers outside of Ver-
mont will have to recognize the civil unions

Thirty states have passed laws denying recognition to same-sex
marriages since 1993, when the Hawaii Supreme Court raised the
possibility of same-sex marnages In those 30 states, employers do
not have to recognize the civil unions, consultants and attorneys
say

In other states, however, the decision will likely end up in court,
noted Sharon Cohen, an attorney in Watson Wyatt Worldwide's
research and information center in Bethesda, Md

Consultants and attorneys point out that the biggest question
raised by the new law will be whether other states will follow Ver-
mont's lead

Given the competitive job market, "more employers are cover-
ing domestic partners of both same-sex and opposite sex, and
that's probably the most important movement,"” said Helen Dar-
ling, a senior consultant with Watson Wyatt Worldwide in Stam-
ford, Conn

Eileen Settineri, a consultant with Watson Wyatt in New York,

said "l think we will see more activity in other states as a result
of Vermont's move

Berkshire to buy P/C insurer

WAYNE, Pa -U S Investment Corp has agreed to merge with
Berkshire Hathaway Inc

The Pennsylvania-based insurance holding company announced
Friday that it and its three operating companies-United States
Liability Insurance Co, Mount Vernon Fire Insurance Co and
U S Underwriters Insurance Co -will become wholly owned sub-
sidiaries of Berkshire once all approvals are obtained The merg-
er, terms of which were not released, IS expected to be completed
in the third-quarter

Wayne, Pa -based U S Investment Corp , which iS closely held
by a family, said it has been seeking a buyer for about a year

Thomas P Nerney, chief executive officer and president of
United States Liability Insurance Group, stated that Berkshire
has been the company's "first choice from the outset "

United States Liability Insurance Group, based in King of Prus-
sia, Pa, is a specialty commercial and personal lines insurer The
group had $96 3 million in gross written premiums in 1998, the
most recent year for which data was available

Water heater makers settle suit

KANSAS CITY, Mo -Six water heater manufacturers have set-
tled a nationwide class-action lawsuit over a defective plastic
tube found in Mmore than 14 million water heaters

Judge Howard F Sachs of the U S District Court for the West-
ern District of Missouri in Kansas City approved the settlement
late last month

Madison, Ohio-based Perfection Corp , which manufactured the
defective clip tubes, did not participate in the settlement because
of disputes with its insurers

The settlement is open-ended, which means class members have
until year end to file claims for repairs and expenses incurred due
to the defective tubes Class members also are seeking up to $5 65
million in attorneys fees and court costs

The judge has not yet approved that amount, which is separate
from the relief in the settlement, said Kerry Miller of Frilot, Par-
tridge, Kohnke & Clements L C m New Orleans, which represent-
ed the tank manufacturers

Mr Miller said the tank manufacturers-Rheem Manufacturing
Co, American Water Heater Co, Bradford White Corp,AO
Smith Corp , Lochinvar Corp and State Industries Inc -have in-
surance to cover the costs of the settlement agreement

The tank manufacturers, however, have filed a separate suit
against Perfection and its insurers, including American Alterna-
tive Insurance Co They are seeking to recover damages arising
from Perfection selling them the defective tubes, as well as the
costs associated with paying claimants' damages

Insurer sues over acquisition

HAMILTON, Bermuda-American Safety Insurance Group
Ltd, has filed suit to rescind its January acquisition of a syndi-
cate on the former lllinois Insurance Exchange and three related
companies, charging it was misled about the companies' loss
record

In January, American Safety, a Bermuda-based specialty insur-
ance holding company, acquired L&W Holdings Inc and sub-
sidiary RCA Syndicate #1 Ltd, an underwriter on INEX, former-
ly known as the lllinois Insurance Exchange Also included in the
deal were Principal Management Inc , an Okemos, Mich -based in-
surance program manager, and Pegasus Insurance Ltd , a Cayman
Islands-based insurer

American Safety paid $3 5 million in cash and 200,000 of ItS
own shares for the companies, with up to 254,000 additional
shares payable depending on the companies' earnings over a five-
year period, according to Securities and Exchange Commission
filings

Last week, though, the insurer announced it had filed suit to re-
scind the acquisitions after completing an investigation triggered
by worse- than-expected 1999 results at RCA Syndicate Ameri-
can Safety's suit charges that L&WV officials misled American
Safety about the claims experience of the acquired companies and

that the losses are "significantly in excess" of what the companies'
records and earlier financial statements showed



Business Insurance, May 1, 2000/ 111

FTR FOR THE RECORD Excerpts from B/t Daily Online Updates, April 24-28,2000

| REIDER STEPS DOWN George M Reider Jr part of FMR Corp, as the Chamber's exclu- ly results statement Everest Reinsurance town buildings suffered roof damage and
has resigned as Connecticut Insurance Com- sive provider of retirement plans (Bermuda) Ltd, which has been capitalized blown-out windows

missioner, effective May 5 Mr, Reider is at $250 million, will be headed by Peter J

leaving his post, which he has held since 810 POSTS GAINS American International Bennett, who was formerly group chief exec- [IRUG CLASS ACTION A federal class-action
1995, to pursue personal interests, a depart- Group Inc 's profits rose to $1.35 billion m utive at The Citadel Group, a finite risk rein- lawsuit has been filed m Philadelphia seeking
ment spokeswoman said No immedia:e sue-  the first quarter of 2000, a 12 3% increase surer Everest's plan to establish a new oper- to force Warner-Lambert Co and ItS sub-

cessor has yet been named, nor has Mr Rei- over the same period in ating unit m Bermuda has been part of a con- sidiary, Parke-Davis, to pay for medical
der accepted another job, the spokeswoman 1999. Revenues rose troversy that prompted the introduction of a monitoring for users of the diabetes drug
said "l look forward to enjoying my first 10 8% to $10.89 bill, H.R 4192, in the U S House of Repre- Rezulin. The suit,
summer vacation," wrote the 59-year-old lion "Overall, it was a sentatives that would to impose additional filed by the Lancast-
i'\]/'lr Reider r{] a nﬁemo nﬁ).tifk/mg his staff of gooE qLF]artfer for AIG / el 4 \ taxes on U S companies that cede reinsur- er, Pa, law firm of
- ance to Bermuda affiliates Meanwhile, Ever- Roda & Nast
stlosnreerslgp %A%rér plljeﬂlne% algroerQiHLentarglgonm bmulssi’nesggro%pg%rrﬁrmmpa v estqs profits increase to'\§4§ év mﬁl’lon in the on beﬂalr o?a Lan-
the National Assn of Insurance Commis- duced solid results,"” first quarter of 2000, which iS a 29 3% in- caster County
sioners He was the organization's president Maurice R. Greenberg, f crease over the same period in 1999 Gross Rezulin user, seeks L 4 - 1
in 1999 and served on an NAIC task force chairman and chief ex- C- premiums increased 19 8% to $304.3 mil- certificationof a class \, 1 a
loolang into Holocaust-era insurance claims ecutive officer, said in a lion of more than 1 mil- a
statement Worldwide lion Rezuhn users

| AETNA EARNINGS RISE Aetna U S. Health- propertykasualty premiums increased 4 39%.. | MARSH INCOME, REVENUES UP Marsh throughout the Unit-
care reported $131 8 million in operating and that business posted an underwriting Inc 's operating profits grew to $324 million ed States The suit alleges that Warner-Lam-
earnings for the first quarter, a 24% increase profitof $2115 million Commercial prop- inthefirst quarter of this year, a 10 2% in- bert failed to warn users of serious health
over earnings reported for the same quarter erty/casualty business in the United States crease from the same period in 1999, mainly dangers, which the company knew or should
a year ago Earnings rose primarily because saw continued hardening in the first quarter, due to consolidation savings and new bust- have known would result from using
of the inclusion of the re- Mr Greenberg said. ness Gross revenues at Marsh, the insurance Rezulm. On March 21, Rezuhn was pulled
sults of Prudential brokerage unit of Marsh & McLennan Cos. from the market after the drug was linked to
C7 Etna HealthCare, which was | UFS LIQUIDATION Creditors of bankrupt Inc, increased 3%, to $1 29 billion Growth more than 60 deaths, seven liver transplants
US Healthcare acauired last year, ac- broker Underwriters Financial Group Inc in new business boosted the operating prof- and more than 500 reports of hepatoxicity,
cording to the company are considering a plan to liquidate the de- its at Mercer Consulting Group, the consult- Warner-Lambert would not comment specif-
Aetna U S Healthcare's funct company's few remaining assets US ing unit of M&M, by 31%, to $63 million, ically on the litigation or on its insurance
total health maintenance organization mem- Bankruptcy Judge Jeffry Gallet last month and revenues increased 11 6%, to $520 mil- coverage In a statement, the Morris Plains,
bership declined 1 6% to 9 7 million as of ordered a vote of creditors on a liquidation hon Overall, M&M's operating income, N J -based company asserted that its conduct
March 31, 2000, compared with year-end plan presented by the bankruptcy trustees for which includes contributions from Putnam with respect to the development and market-
1999, while its total health membership de- UFG and its brokerage subsidiary, UFG In- Investments, increased 17 9%, to $612 mil- ing of Rezulin "has been guided by strict ad-
creased 4 6% from year end to 19 5 million ternational Inc. Under the plan, unsecured lion Net income rose 20 8%, to $337 mil- herence to FDA regulations and a commit-
The company attributed the decreases to at- creditors, Including several insurers that were lion; and revenues grew 13 4%, to $2 66 bil- ment to patient health and safety as our high-
trition of Prudential HealthCare membership owed premiums on business written through lion est priority
because of premium and rate increases de- UFGI, will receive shares in a liquidating
signed to help return the business to planned trust that will hold the bankrupt companies' | TORNADOES HIT Property owners are fac- BRIEFLY NOTED Towers Perrm has named
profitability remaining assets after payment of priority ing millions of dollars in damage from torna- Mark V Mactas as president of the New
administration and tax claims Court filings does that swept through three states last York-based consulting firm In addition, Mr
RETIREMENT PROGRAM SWITCH The U.S show that the two companies' estates have weekend Shreveport, La, took the heaviest Mactas on Jan. 1, 2001, will succeed John T
Chamber of Commerce announced last week about $1.9 million m assets, an estimated hit from the storms that first swept through Lynch as Towers Perrin's chairman and chief
that it has made SunAmerica Inc. the new ex- $706,638 of which will be available to cover Oklahoma and east Texas Some homes and executive officer Mr Mactas has been man-
elusive provider of defined contribution ser- unsecured claims after administrative ex- small businesses in Marshall, Texas, also sus- aging director of the firm's global health and
vices to member employers The program penses and tax claims UFG and UFGI unse- tamed damage Information on insured loss- welfare business since 1997, U S Re Cos
wil allow small busmesses to offer their em- cured creditor claims, meanwhile, total about es was not yet available The Louisiana Inc and Jardine Sayer & Co /JTL Risk Solu-
ployees several variable annuity products, $16 5 million, court records show Judge parishes of Caddo and Bossier had total tions Inc have joined the Washington-based
which may help the participating small com- Gallet gave creditors until May 16 to vote on damages of $7 7 million to $9 7 million, ac- Reinsurance Assn. of Amenca. RAA last year
pantes compete with large employers for the plan A court hearmg on confirmation of cording to the Caddo-Bossier Office of Emer- opened ItS membership to qualified brokers.
workers Currently, only 20% of employers the plan is scheduled for May 23 gency Preparedness Eight injuries, two of ProNational Insurance Co. , an Okemos,
with fewer than 100 employees offer retire- them serious, were reported Shreveport's Mich -based medical malpractice specialist,
ment plans, while about 75% of large em- | EVEREST RE (BERMUDA) Everest Re Group Sportran bus terminal sustained heavy dam- has formed a segregated-cell rent-a-captive in
ployers offer such plans, SunAmerica said Ltd.'s Bermuda operation will start business age to its tent-like covering, which is con- Bermuda for health care professional liability
SunAmerica replaces Fidelity Investments, m early May, the reinsurer says in its quarter- structed from a Teflon fabric Other down- risks

Find daily coverage on Corporate Risk, Employee Benefit and Managed Health Care News at www.businessinsurance.com
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pathetic to defendants have too freely | eversed "What this decision may either foster or sup- The council's brief says restricting courts in
A p p e a I S jury verdicts, and that appellate judges have, m press is the trend of employers to challenge jury this way"would impose substantial burdens and
effect, been actmg as "super jurors,"” assuming verdlets routinely with a Rule 50 motion, and expense on manufacturers, sellers and con-
Contmued from page 1 the role of fact finders, rather than blimg their then to take appeals when they lose, because sumers" The Seventh Amendment pnnciple
1995 after 40 years of service proper role as the law's Interpreters nght now it's not clear who's really the finalar- ' surely isnot violated if judges look atall the

Mr Reeves filed suit against Sanderson under These attorneys argue that because of jurors' biter of these cases," said Paul Molhea, a Chica- evidence actually considered by the jury rather

the Age Discrimination m Employment Act A greater immersion in the "real world," as well as go-based attorney with Meites, Mulder, Burger than an arbitrary subset of that evidence," ac-
jury ruled m his favor, and the federal court for their actual presence at the trtal, jurors are bet- & Molhca, who filed a brief in the case on behalf cording to the bnef

the Northern Distnet of Mississippi awarded ter equipped to reach decisions than the more of the San Francisco-based National Employ- Nobody is sure, however, on which aspect of
him a httle more than $100,000 m compensatory "ivory tower" judges ment Lawyers Assn, a plaintlffs group the case the court wlll decide to rule, nor what its
and other damages (BIl, March 21, Nov 15, Defense attorneys argue, however, that appel- "Is it the jury, who heard the record, or is it the position may be, though observers have noted
1999) late judges have acted appropriately in consid- appellate panel, who may be looking at a cold that during oral arguments held m March the
Sanderson Plumbing appealed, and a panel of enng the evidence and applying the law record? There's been deep suspicion among Judges did seem to be particularly interested in
the 5th U S Circult Court of Appeals ruled last plaintiffs' attorneys that appellate panels are the constitutional issue
Apnl that Mr Reeves had not presented enough abusang the jury system by second-guessing Peter J Petesch, an attorney with Ford & Har-
evidence foraluiytorule his fimigwas based on "The Supreme Court, in these verdicts," said Mr Mollica nson LLP m Washington, who presented an
age A decision in the plaintrff s favor, "may finally amicus bnef in the case on behalf of the Society
One of the issues in the case is the amount of particular, struggles to avoid put everyone on notice that merely fnvolous of Human Resource Management in Alexandna,
proof needed to show age discrimination In a constitutional questions Rule 50 motions are not to be tolerated,"” he sald Va, said "It's very difficult to predict how the
spht among federal appellate courts, some have But if the Supreme Coun were to rule the 5th Supreme Court is gomg to come out on this case
held to the "pretext only"” standard, which says whenever it can,' says Neal Circultwas correct m reviewing allevidence, "it and whether it'sgoing to comeoutwit}la broad
an employee has to produce no more than pnma Mollen. would really mean ]JUl'les would cease to become ruling that affects motions for judgment gener-
facie proof of discrimination and evidence that the final albiters of these cases, and what you'd ally, or whether it's going to look at the specifics
casts doubt on lus or her employer's explanation really have is a constant stream of appeals every of this case,”
for tertninabon time a defendant loses, because why not? You "My concern is that they'll decide the case on
Other federal appeals courts, mcludmg the 5th The issue of Juries being overruled by appel- may get a clean shot," Mr Mollica said :he first issue” of evidence needed for discrimi-
Circuit, have set a higher standard for plaintiffs, late courts has received httle Supreme Court at- "It is our hope that the Supreme Court is go- nation claims, rather than on the Seventh

and hold that the employee must show not only tentlon of late Although the Supreme Court un- ing to come up with guidance to the courts of ap- Amendment, said Mr Reeves' attorney, Jim
that the employer's explanation is false but also til the late 19605 frequently dealt with the issue, peal that will help them restrain the impulse to Waide, of Tupelo, Mliss -based Waide, Chandler

that the real motive was discriminatory it has not accepted such a case m the past 25 reverse Jury verdicts," said Richard T Seymoul, & Fleltas, who had argued the case before the
Based on thls issue alone, Reeves us Sander- years or so, say attorneys an attorney with the Washmgton-based court
son is a significant case, say many attorneys The particular Seventh Amendment issue m- Lawyers' Committee for Civil Rights Under He noted that at one point during the oral ar-
"The outcome of this case is going to be impor- volved in the Reeves case is whether an appellate Law, which had submitted a brief in the case on gument, Justice Ruth Bader Ginsburg asked him
tant to employers because it wlll dictate the ease court can look at all the evidence presented at Mr Reeves' behalf whether there was any need to ralse the Seventh
with which plaintiffs can prevail in discrirnina- the tnal, which the 5th Circuit did, or whether it Charles Rothfeld, special counsel to Mayer, Amendment issue if the court decided on the
tion cases against employers,"” said Sussan Ma- should consider just the evidence presented by Brown & Platt in Washington, said if the court irst Issue
hallati Kysela, labor and employment counsel the winning side in addition to uncontroverted does decide to "artificially restnet"” what appel- "I'm not sure there's hkely to be any new law
for the National Chamber Litigation Center in evidence that is offered by disinterested witness- late courts can look at, though, it may leave _ikely to be made on the Seventh Amendment,
Washington es If a more hmited appellate review is called iudges powerless to change verdicts that are ir- said Neal Mollen, a defense attorney with Paul,
If the Supreme Court decides to deal with the for, a favorable plaintiff verdict could be over- rational or unsupported by the evidence Hastngs Janofsky & Walker in Washington
broader issue of the appropriateness of the ap- turned only if that side's evidence is judged too If an appellate court is free to look at all the "The Supreme Court, in particular, struggles
pellate court's review of the jury's verdict, the weak, attorneys say evidence, it might be obvious "the Jury's conclu- -0 avoid constitutional questions whenever it
case may well have even wider implications be- Also in dispute is apphcation of Rule 50 of the sion is completely ridiculous" and the verdict can The court would just as soon not opmeon a

yond employment htlgation, say some attorneys federal rules of civil procedure, which enables then could be reversed, said Mr Rothfeld, who constitutional question if it can decide each case
At issue, attorneys say, is the U S Constitu- trtal as well as appellate courts to overturn clear- added that while this case hinges on a technical Jefore it," he said "That's probably where the

tion's Seventh Amendment, which estabhshes ly Irrational or prejudicial Jury verdicts question, it has "very important consequences " -.hing's golng to go”

the nght to trial by jury, and says jury verdicts Rule 50 provides that a case may be dismissed Mr Rothfeld's firm presented an amicus bnef "My feehng is the Supreme Court is more in-

cannot be re-examined by other courts other If, even after all the evidence is construed in the on the issue on behalf of the Reston, Va -based erested m the employment discrimination" is-

than according to the rules of common law plaintiff's favor, it is still insufficient to demon- Product Liability Advisory Council Inc, whose .,ue, said Mr Mollica, also "But who knows?
Plaintiffs attorneys say appellate courts sym- strate the defendant's hability members are 124 manufacturers and sellers They could surpnse everybody "

sation proposal, said Eric Oxfeld, adversanal system" for resolving dis- cancers and certain other ailments, compensation exists, despite the self-

EX p OS u re president of UWC Inc, a Washing- putes over claims, and generally especially those who were employed insured company spending millions
ton-based trade group that lobbies on higher wage-loss compensation than at three former gaseous diffusion to provide extra compensation to

Conbnued from page 2 workers compensation and unem- traditional state workers comp bene- plants, may be ellgible for the lump workers as well as install protective
nuclear test sites or plants during the ployment issues fits, the federal working group re- sum benefit or benefits like those equipment to prevent future lliness-
past several decades m at least 10 One concern is "the piecemeal fed- ported It too, though, had a three- granted to radiation-related llinesses es, said Hugh Hanes, vp of govern-
states, including Cahfornia, Col- eralization of workers compensation year statute of hmitations on claims = Workers with other types of oc- mental affairs
orado, Kentucky, New Mexico, Ohio, by superimposing a federal compen- reportmg cupational illnesses could explain Organized labor representatives
South Carolma, Tennessee, Texas sation remedy over state workers The working group's highlighting their concerns to a new workers ad- generally support the concept of a
and Washington compensation benefits,"” he said Mr of FECA's advantages concerned vocacy office, which wul open May 1 federal compensation effort
Oxfeld said he fears 11 could be the UWC's Mr Oxfeld "By making Authorities there will work to help "These workers were Cold War
start of a new black lung-type pro- FECA the standard of what workers them obtain state workers comi ben- heroes," said Jim Ellenberger, assis-
'The government ShOUld gra'm, referring to a federal co'mper?- should ex.pect to receive wh(.en In- efits . tant director for th'e AFL-CIO's de-
sation program developed for miners jured on the job, the proposal Invites Other employer representatives partment of occupational safety and
take care of its own.. Under the Department of Energy's broader and more intrusive federal have mixed reactions to the federal health
.independent of stale program, which was designed interventlon, as well as intensified at- proposal Given the nature of their allments,
decades ago, "workers compensation tempts to vastly Increase state bene- "The government should take care employer concerns about such a spe-
workers comp prOgrais' benefits for an inlury or illness that a fits at a time when workers compen- of its own through a government-run cific program leading to federallza-
says Billie Fae Fuschi. DOE contractor worker sustams on sation seems headed for a new round program Independent of state work- tion of workers comp are "as callous
the job are paid through the state of financial problems,"” he said ers comp programs,” said Billie Fae as hell,"he said
workers compensation program m "We are especially concerned to see Fuschi, director of workers comp for However, the proposed federal

that state where the particular DOE the documentation accompanying Methodist Healthcare in Memphis, compensation plan needs some major
"We think former workers are not facility iS located,"” according to a the radiation proposal, which con- Tenn and vice chair of the Eisk & modifications, said Richard Nhller,
gettmg adequate compensation" federal interagency working group cludes that eastmg workers compen- Insurance Management Assn 's Ex- pohcy analyst for the Paper, Alhed-

through existing compensation pro- that analyzed the compensation is- sation laws are flawed because bene- ternal Affairs Team Industnal, Chemical & Energy
grams operated by state and federal sue fits vary by state and are less gener- Workers International Union, based
authonties, a senior Energy Depart- Relatively few of the ailmg workers ous (and require greater proof of m Nashville, Tenn PACE is taking

ment official said in an interview A or their survivors have obtained work-related disability) than FECA,"
federal survey showed many nuclear workers comp benefits through ind- Mr Oxfeld said

Employer Concen"iS abOUt the lead among 15 unions represent-

ing workers at such sites, Mr Ellen-

workers do not apply for benefits be- vidual state programs, however, for a Under the Chnton administration’s the program Ieading fo berger said
cause they cannot meet requirements variety of reasons, including ehglbill- proposal federalizalion of workers Among the changes sought, Mr
concerning burdens of proofs or ty entena problems For example, a * Workers with pulmonary 11Iness- Miller said, the federal Department
statutes of limitations three- or five-year statue of hmita- es related to berylhum-a strong comp are'callous as hell,’ of Labor should replace the Energy
The Department of Energy esti- tions on reporting claims is too re- hghtweight metal that produces tox- says Jim EIIenberger. Department as overseer of the pro-
mates that the proposal w11 cost $120 strictive for many occupational dis- ic dust and vapors durmg manufac- gram, especially since the Energy De-
milhon a year for three years and eases that may take decades before turing-would be ehgible for FECA- partment has a Iong history of oppos-
then dechne gradually to $80 million becomlng apparent, the federal level benefits, including all medical Ing workers' claims
a year Most of the costs would be working group reported In addition, costs, lost wages and job retraining However, "a $100,000 lump um is In addition, there should be a fed-
funded out of general tax revenues, the federal authorities noted that Any worker diagnosed with such an a lot of money," and may raise some erally administered-not state run-
the senior official said even if a worker could obtain bene- ailment before the legislation passes issues about eqlity m terms of the remedy that provides all workers af-
Legislation to enact the proposal is fits, they would differ among the var- also would have the option of choos- benefits available to workers under fected by the proposal the same ben-
expected to be Introduced by ious states Ing a $100,000 lump sum benefit other compensation programs, she efits as federal workers, said PACE
September, according to the official In addition, for a "relatively small" - Workers with radiation-related said President Boyd Young m a recent let-
It w111 expand on a compensation number of Energy Department em- cancers could receive similar bene- Cleveland-based Brush Wellman ter
prousion contamed mHR 3418, a ployees, benefits could be available fits, including the lump sum option If Inc,a Cold War defense contractor Also, "the buiden of proof must

bill introduced last November by under the Federal Employees’' Com- adequate Information about raclia- and berylhum producer that has been rest with the government with re-
Rep Paul E Kanlorski, D-Pa, which pensation Act, a compensation pro- tion level exposures is not available, criticized for its workers' exposure to spect to proof of harm," especially
garnered bipartisan support gram managed by the U S Depart- the Energy Department would as- toxle elements m the workplace, sup- since the government placed workers

Although sympathetic to the phght ment of Labor, "regardless of loca- sume that they were exposed to the ports the federal program as a way to m harm's way-often without their
of the aillng workers and their fami- lion of the facihty where the Injury or highest level associated with the help past and present workers obtain knowledge and consent-and failed
hes, employers should have several lliness occurs " tasks they performed adequate compensation for job-relat- to monitor orprovide adequate pro-
concerns about the federal compen- The FECA program offers a "non- = Other groups of workers with ed allments The need for add.tional tections, Mr Young said



O YOU STILL THINK AN EMPLOYMENT
S practices suit cant touch your
company? In the past six years, the
number of sexual harassment charges has

doubled. The number of discrimination

charges has climbed over 4:1%.And the rev-

enues lost in courtroom battles have soared

into the billions. The appropriate response:
EPL Century Selectf

We understand what others don't.

The more deeply you understand a risk, the

more intelligently you can insure against it.

LEXINGTON INSURANCE COMPANY P

At Lexington Insurance Company, we know
the latest arsenal of employee discrimination
suits better than anyone. The reason we
understand more is that we have one of the
industry's largest client bases, giving us a
broader view of the trends as they develop.

You'll also find we have the most experi-
enced underwriters in the business, whose
unique professional insights produce more
responsive and innovative solutions. And
because we especially understand the needs
of large employers, our new EPL Century

has a loving

wife,three
great Kids,

and no logical

explanation

for what he's

about to do.

AsSs an insurance

company, we've
uncovered an idea
some CEOs would

rather overlook:
consensual or not, it

can be a costly affain

Select coverage is flexible enough to be
customized, while providing up to $loo
million in protection.

We can cover what others won't.

It's no surprise we were among the first
to provide employment practices protection.
Or that our integrated risk management
package provides employment practices
audits, a toll-free hotline and free seminars.
To look into protecting your company, call
the company rated A++ by A.M. Best and
AAA by Standard & Poor's; at 61'7-772-4586.

S El REV@IL®&FDORIARY P[118 - ON
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Shen Omata LIBERTY MUTUAL FIELD INVESTIGATOR

1 v v
111

BUSINESS AUTO HOME LIFE

O It's my job to be an excellent judge of
character ...to determine when someone
is telling the truth and when they're
committing insurance fraud. Of course,
most people are honest, but the ones
that aren't cost businesses and workers
$25 billion a year. That's why I'm available

at a moment's notice to throw my gear

in the trunk and discover the truth.

I talk to witnesses, follow tire tracks

1 down muddy roads...whatever it takes

E

to make sure the good guys, and the bad

E ones ., get exactly what they deserve. //

B

co

e OR]12{}1)11]88[ll@]i *86Ei70@611 consider forming an in-house

€3

safety team in order to evaluate and record accidents as they

M happen. Also, report accidents immediately to insure accuracy.

W W

o 00 0

g0

0

LIBERTY -
muTuaLeO (O d



