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Late News ACE pays $8OM to settle Spitzer probe
PBGC takes over

Aloha Airlines plans Latest deal may signal winding down of investigations
The Pension Benefit Guaranty
Corp. has taken over three

pension plans sponsored by Aloha

Airlines Inc., a Honolulu-based

carrier that recently emerged
from bankruptcy. The plans are
55% funded, with $190 million in

assets and $345 million in

liabilities, and the PBGC expects to
be responsible for $117 million of
the shortfall. The financial impact
to the PBGC of the takeover was

included in the agency's 2005
financial statement. The agency
earlier in the week said that it

would begin reporting in news
releases announcing plan
takeovers whether it previously
booked a plan as a probable loss
and thus included it in its financial

balance sheet.

Mass. House overrides

veto of employer charge
The Massachusetts House of

Representatives overwhelmingly
voted to override Gov. Mitt

Romney's veto of a provision in a
landmark universal health care

reform law that would impose an
assessment on employers that

See LATE NEWS/page 31
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By DOUGLAS McLEOD

HAMILTON, Bermuda--ACE Ltd.'s

$80 million settlement of bid rig-
ging and finite reinsurance-related
charges may signal the latter stages
of New York Attorney General Eliot
Spitzer's campaign against alleged
insurance industry abuses that be-
gan with his 2004 lawsuit against
Marsh Inc.

ACE last week became the latest

insurer to settle with state regula-
tors, agreeing to pay $80 million in
restitution and penalties for alleged-
ly participating with Marsh in rig-
ging excess casualty bids and for ex-
ecuting half a dozen allegedly sham
reinsurance contracts designed to
improperly enhance earnings.

ACE's payment is the smallest of
the insurer settlements to date.
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Costly resolutions
Insurers pay up to end probes

Insurer Amount (in millions)

AIG $1',644.0 :*,

Zurich 324.7*

ACE 80.0 ..

Total $2,048.7

*Includes two settlements with 12 states
L

New York Attorney General Eliot Spitzer's investigations of industry
practices have so far produced settlements with three insurers.

American International Group Inc.
earlier this year settled charges
brought by Mr. Spitzer and the U.S.
Securities and Exchange Commis-
sion for $1.64 billion. Zurich Finan-

cial Services Group Inc. later

Terror risk demands

federal role: Groups
Private market

still said lacking
By MARK A. HOFMANN

A continuing lack of guaranteed
reinsurance, the long-term nature
of the terrorism threat and the

shortcomings of computer model-
ing to forecast terrorist losses are all
reasons to maintain a federal terror-

ism insurance backstop, interested
parties are telling a presidential task
force studying the state of the ter-
rorism insurance market.

The Terrorism Risk Insurance Ex-

tension Act of 2005 requires the
President's Working Group on Fi-
nancial Markets to issue its report
on the state of the terrorism insur-

ance market to Congress by Sept.
30. TRIEA extended a federal back-

stop originally created by the Terror-
ism Risk Insurance Act of 2002 for

insurers facing future catastrophic
terrorist losses through Dec. 31,
2007. The working group solicited

.V r· 111 Entire contents copyright © 2006 by Crain C)mmunications Inc. All rights reserved.

01

To Subscribe Call

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

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

go online to www.businessinsurance.com

comments from interested parties
during a formal comment period
that ended April 21. A spokeswom-
an for the U.S. Treasury Department
said it received roughly 40 com-
ments before the period ended.

And not surprisingly, comments
offered by insurers, brokers and
buyers alike supported some con-
tinued public-private partnership in
guaranteeing the continued avail-
ability of terrorism insurance.

Bradley Wood, senior vp-risk man-
agement for Marriott International
Inc. in Bethesda, Md., helped prepare
the Washington-based Coalition to
Insure Against Terrorism's comment.

"The reality is that the private ter-
rorism insurance market has not

improved," said Mr. Wood in an e-
mail. "The notion that free-market

solutions will prevail to provide ad-
equate capacity for policyholders is
an economics illusion. A federal

role remains necessary for the inde-
terminate future-like it or not.

Once again, time is against policy-

See TRIA / page 30

reached a pair of settlements total-
ing $324.7 million with regulators
in New York and 11 other states.

A spokesman for Mr. Spitzer said
his investigation into insurers' busi-
ness practices is not finished, and

regulators in other states as well as
the SEC continue to probe alleged
bid rigging and finite reinsurance
abuses. Bermuda-based Renais-

sanceRe Holdings Ltd. and Armonk,
N.Y.-based MBIA Inc., for example,
remain under SEC investigation on
finite-related issues, and MBIA last
year set aside $ 75 million for an ex-
pected settlement.

In its own financial filings, ACE
has reported receiving inquiries or
subpoenas from several state regula-
tors, including the Pennsylvania In-
surance Department-which did
not participate in last week's settle-
ment-and from the SEC. An ACE

spokesman declined to comment
on other investigations.

Still, Mr. Spitzer's own pursuit of

See ACE / page 30

Paid leave proposal
How the Massachusetts paid family leave program would work:

• Employees would be eligible for 12 weeks of job-protected paid leave
at full salary-up to $750 a week-to care for newborn or adopted
children or for employees' own illness or that of a family member

• Benefits funded through mandatory employee-paid premiums

• One-week waiting period before paid leave could be taken

• Employees must have worked for their current employer at least
900 hours during the prior nine months to be eligible for paid leave

Massachusetts to mull

paid family leave bill
By JERRY GEISEL

BOSTON-Weeks after passing
landmark health care reform leg-
islation, Massachusetts legislators
soon will consider a proposal that
would, if passed, create the na-
tion's most generous paid family
and medical leave program.

Senate President Robert

Travaglini, D-Boston, is set to in-
troduce legislation that would
guarantee a worker in Mas-
sachusetts 12 weeks of full pay-
subject to a $ 750 weekly cap-if

he or she needs time off to care

for a newborn or adopted child.
An employee also could take paid,
job-protected leave if he or she or
a spouse, child or parent is seri-
ously ill.

An employee, though, would
be entitled to paid leave only after
a five-day waiting period, during
which the worker would have to

tap sick leave, vacation time or
take leave without pay.

Additionally, an employee

See MASSACHUSETTS / page 31
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Society's leaders call for quality;
RIMS bestows highest honors;
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More employers likely
to say 'no smoking'
Trend of companies refusing to employ
smokers expected to grow.
Page 4

Connecticut considers

captive legislation
State Senate passes legislation, but time
is against House approval.
Page 4

Asbestos ruling
cause for concern

A New Jersey Supreme Court decision
blurs the line for premises liability, an
editorial says.
Page 8

Guernsey expands
ART options
Change designed to offer better
protection of captive cells.
Page 25
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Do you believe that employers not
offering health insurance coverage
should have to pay an assessment to
help fund coverage for the uninsured?

Participate in B/'s online polls at
www.businessinsurance.com.
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N.J. high court OKs asbestos suit
Welder's wife was
exposed to fibers
in his dothing: Suit

By MARK A. HOFMANN

TRENTON, N.J.-A New Jersey Supreme Court
decision that expanded premises liability in a
case involving the death of the wife of a worker
who had been in contact with asbestos could

ultimately have implications beyond the Gar-
den State, say lawyers on both sides of the issue.

The April 24 decision in Anthony 0/ivo vs.
Owens Illinois et al. and Exxon Mobil Corp. al-

ITIT 'Cl

lows Mr. Olivo to seek damages from Exxon
Mobil for the death of his wife, Eleanor, who
died of mesothelioma in 2001. Mr. Olivo held

that his wife had contracted the disease while

washing his work dothes that had been con-
taminated with asbestos when he worked as a

contract welder for several decades at what

was then a Mobil refinery in Paulsboro, NJ.
Mr. Olivo sought damages from about 30

defendants in connection with various work-

sites where he'd been employed over his nearly
40-year career. All of the defendants except
Exxon Mobil settled with Mr. Olivo. Exxon

Mobil, noting that Mrs. Olivo had never been
in the refinery, sought to have the case dis-
missed, which a lower court did. An appellate
court reversed the lower court, and the state
Supreme Court affirmed that ruling last week.

Smoke billows from the site of a 1999 explosion at a gasoline pipeline near
Bellingham, Wash.

Z

Shell, captive sued
over claim for blast
Reinsurer seeks reversal ofarbitmtion

By DOUGLAS McLEOD

BURLINGTON, Vt.-A reinsurer of

Shell Petroleum Inc.'s Vermont cap-
tive is asking a U.S. court to overturn
an arbitration panel's decision award-
ing $14 million to the captive for a
massive 1999 gasoline pipeline explo-
sion.

London-based Gerling-Konzern
General Insurance Co. is suing Shell
and its captive, Noble Assurance Co.,
to avoid the partial payment of its
share of a $200 million settlement of

business interruption claims stem-
ming from the explosion. Several of
Noble's other reinsurers have already
agreed to pay their shares of the set-
tlement, court papers say.

Gerling charges that Noble im-
properly issued an insurance certifi-
cate after the loss to the pipeline
company involved in the accident, a
minority-owned Shell affiliate.

Noble counters, though, that Ger-
ling raised the issue before the Lon-
don-based arbitration panel and that
the panel found nothing improper in
the certificate's issuance.

A federal judge in Burlington last
week granted Gerling's request for a

temporary restraining order barring
Noble from enforcing the arbitration
award while the Vermont action is

pending. Chief U.S. District Court
Judge William K. Sessions III is ex-
pected to decide early this month
whether to issue a preliminary in-
junction against Noble.

The dispute stems from a nearly
seven-year-old accident on a 400-
mile-long pipeline that delivered
gasoline from refineries in Washing-
ton state to points as far south as
Portland, Ore. The pipeline, owned
by Olympic Pipeline Co. Inc., rup-
tured in Bellingham, Wash., dump-
ing 236,000 gallons of gasoline along
creek beds in a city park. Gasoline
fumes ignited and exploded, killing
three people and causing other in-
juries and property damage, accord-
ing to court filings.

Shell owned a minority stake in
OPL as a result of an earlier joint ven-
ture with Texaco Inc.: In 1998, Shell

and Texaco had combined their gas
station, refinery and other operations
in the western United States in a

newly formed company, Equilon En-

See SHELL / page 28

"We hold to the extent Exxon Mobil owed

a duty to workers on its premises for the fore-
seeable risk of exposure to friable asbestos and
asbestos dust. Similarly, Exxon Mobil owned
a duty to spouses handling the workers' un-
protected work clothing based on the foresee-
able risk of exposure from asbestos borne
home on contaminated clothing," wrote JUS-
tice Jaynee LaVecchia for the court in a deci-
sion in which four other justices joined. Two
justices took no part in the decision.

Even though the decision affects only New
Jersey, employers have reason to be con-
cemed, say employment law experts.

"The plaintiffs bar is starting to pursue
premises owner liability theories for injuries

See ASBESTOS / page 28

Some employers opt
to take on role as

Medicare drug plans
BY GLORIA GONZALEZ

While the vast majority of employers with retiree drug ben-
efits chose to take the Medicare Part D subsidy for continu-
ing their benefit this year, a few organizations decided in-
stead to directly contract with the federal government to
act as their own Medicare prescription drug plans.

The number of employers taking this approach was lim-
ited by several factors, including an early filing deadline
and the administrative burden presented by directly con-
tracting with the U.S. Centers for Medicare and Medicaid
Services to become PDPs. And due to the obstacles involved

with the direct contracting ap-
proach, observers believe that
contracting with vendors to
offer their PDPs will become a "You have to be
more popular option for em- willing to take onployers.

Direct contract plans are that large
programs in which an em-
ployer or union itself becomes administrative
a Part D prescription drug
plan solely for its retirees. burden, and it's

Generally speaking, this ap- usually largerproach is most attractive to
tax-exempt entities that entities that are
would not benefit from the

tax-free retiree drug subsidy. willing to d6
The direct contract model is

that."
also more beneficial to large
employers with sizable retiree

Todd Rookerpopulations, because it re-
quires more administrative ef- SilverScript Insurance Inc.

fort and employers must have
a retiree base large enough to
justify that effort. "You have to be willing to take on that
large administrative burden, and it's usually larger entities
that are willing to do that," said Todd Rooker, the Scotts-
dale, Ariz.-based president of SilverScript Insurance Inc., a
subsidiary developed by Caremark Rx Inc. to market PDPs.

Limited interest in the approach

As of Oct. 21, 2005, only 10 organizations received per-
mission from CMS to operate as their own Medicare PDPs,
and a smaller number have actually created PDPs.

Several factors combined to limit the number of organi-
zations that chose to directly contract with CMS, begin-
ning with a March 2005 application deadline that most or-
ganizations simply could not meet. Employers were also
leery about going the direct contract route last year, be-

See PDPs / page 6
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Employee tobacco ban curbs benefits costs: Exec
More employers expected to adopt zero tolerance

By JERRY GEISEL

WASHINGTON-When it comes to

employees' tobacco use, a small
Midwestern third-party benefits
claims administrator has drawn a

line in the sand.

Employees can smoke, but if they
do and are caught through random
nicotine testing, they will lose their
jobs.

That zero tolerance of tobacco

use is deliberate, said Howard Wey-
ers, president and chief executive
officer of Okemos, Mich.-based

Weyco Inc., which introduced the
ban last year.

Corporate America cannot afford
to subsidize the health care costs of

employees who voluntarily engage
in behaviors, like smoking, that are
damaging to their health, Mr. Wey-
ers said.

Speaking last week in Washing-
ton at the 18th annual meeting of
the National Managed Health Care
Congress, Mr. Weyers said it is up to
employees to decide on their priori-
ties.

"Our employees are adults," he
said. As adults, they have to decide
which is more important: their con-
tinued use of tobacco or their jobs,
Mr. Weyers said.

While Weyco is one of a handful
of employers closing off employ-
ment to those who smoke, more

employers are likely to follow suit,

2

CUT

AIR Worldwide Corp. has estimated that catastrophe losses, like those
caused by Hurricane Katrina, can be expected to double every 10 years, due
to both demographics and increased construction expenses.

Cat modeler offe rs

'doomsday scenario'
1% chance Of$100 billion 2006 loss

By MARK A. HOFMANN lion insured property damage in-
clude a Category 5 hurricane hit-

BALTIMORE-An intense hurri- ting Miami or a weaker Category 4,
cane striking Miami before regroup- or even a Category 3, hurricane
ing in the Gulf of Mexico and mak- striking the Northeast "with the
ing landfall west of New Orleans right track" just west of New York,
could cause $200 billion in insured she said. New York "is the worst

property damage, according to the area for storm surge after New Or-
president of a major catastrophe leans," Ms. Clark said. A massive

modeling firm. earthquake along the New Madrid
Karen M. Clark, president and Fault in the Mississippi Valley could

chief executive officer of AIR also result in $100 billion in insured

Worldwide Corp., a Boston-based property damage, she said.
unit of the Insurance Services Office By way of comparison, 2005's
Inc., offered that "doomsday sce- Hurricane Katrina caused an esti-

nario" during an address at the mated $38.1 billion in insured

Property Claim Services catastrophe property damage according to PCS,
conference in Baltimore last week. another unit of Jersey City, NJ.-
Ms. Clark said that there is a 1% based ISO UN, Jan. 30).
chance that insurers will face catas- There is about a 3% chance that

trophic losses of $ 100 billion this insurers will face Katrina-like losses

year, she said.
Events that could cause $100 bil- See CATASTROPHES / page 6

Mr. Weyers said. What unites such
employers on the issue is a belief
that they shouldn't have to pay for
the results-higher health care
costs-of tobacco use, he said.

The tobacco ban is just one as-
pect of Weyco's drive to keep em-
ployees' healthy. Among other
things, it provides 100% coverage
in its health care plans for certain
preventive services, like annual
physicals and cancer screenings,
and it also reduces employees'
health insurance premium contri-
butions if they participate in cer-
tain preventive programs, like
health care risk assessments.

See TOBACCO / page 6

SMOKING

M EA

More companies are expected to follow Weyco Inc. and ban employee use of
tobacco as part of attempts to cut benefits costs.

HARTFORD, Conn.-Connecticut,

long considered the unofficial capi-
tal of the commercial insurance in-

dustry, could become the nation's
next captive insurance company
domicile.

The measure, introduced by state
Sen. Joseph Crisco, D-Hamden, the
chairman of the Insurance and Real

Estate Committee, was unaminous-

ly approved by the Senate last week
and now is awaiting action on the
House floor.

The bill is heavily based on the
captive law in Vermont, the world's
third largest domicile with more
than 540 captives.

For example, the premium tax
structure laid out in the Connecti-

cut bill-S.B. 31-is identical to

Vermont's. On direct written pre-

Conn. Senate passes ca
Measure closely
follows Vermont law

By JERRY GEISEL

miums, the tax would be 0.38% on

the first $20 million in premiums,
0.285% on the next $20 million,
0.19% on the next $20 million and

0.072% on premiums exceeding
$60 million.

Premium taxes for reinsurance

also follow Vermont's, with a tax of

0.214% on the first $20 million of

premiums, 0.143% on the next $20
million, 0.048% on the next $20
million and 0.024% on reinsirance

premiums exceeding $60 mil.ion.
The minimum annual premium

tax would be $7,500, while the

maximum annual premium tax-
regardless of how much business is
funneled through a captive-would
be $200,000.

Also identical to Vermont, the

minimum capital and surplus re-
quirement for single-parent cap-
tives would be $250,000,$750.000

for association cal*ives and $1 mil-
lion for risk retention groups.

It isn't clear whether the measure

will gain final approval. On the one

ptive bill
hand, the measure has not attracted

any opposition and is backed by
Sen. Crisco, a powerful figure in the
state legislature, notes Kristina Bald-
win, regional manager and counsel
in the Albany, N.Y., office of the
Property Casualty Insurers Assn. of
America.

Indeed, the Senate vote under-

scores the interest of state legislators
in the issue, said Ray Oberg, the
controller of hedge fund Aladdin
Capital Holdings L.L.C. in Stam-
ford, Conn.

On the other hand, the legislative
session is set to expire next week.
"Time is running short," Ms. Bald-
win said.

With a big reinsurance industry
and a strong financial services in-
dustry, Connecticut has the ingre-
dients to be an attractive domicile,

some state observers say.
"There are a lot of insurance pro-

fessionals here and a reliable infras-

See CONNECTICUT / page 28

Sunday work rule constitutes bias
By JUDY GREENWALD

NEW YORK-A district court erred

when it ruled that an employee
who did not wish to work on Sun-

days for religious reasons was rea-
sonably accommodated when he
was given only part of the day off to
attend religious services, says an ap-
pellate court in overturning the
lower court's ruling.

The April 19 decision by the 2nd
Circuit Court of Appeals in Bradley
Baker vs. The Home Depot was re-

manded back to the lower court for

further action.

According to the opinion, Mr.
Baker was initially permitted to take
Sundays off by supervisors at the
Henrietta, N.Y., Home Depot store
in which he worked.

A new store manager objected,
though, and offered him the option

of a later shift on Sundays, which
Mr. Baker refused. He also refused

to work part time, which would
have permitted him to take Sun-
days off, explaining he needed to
work full time. The supervisor said
Mr. Baker also rejected a suggestion
that he find another sales associate

to swap shifts with him.
Mr. Baker was subsequently termi-

nated for unexcused absences. He

sued the Atlanta-based Home Depot,
charging religious discrimination.

The shift change "offered to Bak-
er was no accommodation at all be-

cause, although it would allow him
to attend morning church services,
it would not permit him to observe
his religious requirement to abstain
from work totally on Sundays," says
the unanimous opinion by the
three-judge panel.

Simply put, "the offered accom-

modation cannot be considered

reasonable...because it does not

eliminate the conflict between the

employment requirement and the
religious practice," said the court, in
quoting a 1996 opinion.

The opinion adds, "Although we
are constrained to vacate the judg-
ment of the district court because of

the inadequacy of the offer of shift
change on Sundays as an accom-
modation, we express here no opin-
ion as to whether Home Depot's of-
fer of part-time employment or its
allowance of the exchange of shifts
with other employees would consti·
tute reasonable accommodations.

We leave the consideration of those

matters to the district court."

The opinion notes also that the
Home Depot says giving Mr. Bake!

See HOME DEPOT / page 28
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LOTS OF HEAT. A LITTLE WATER.
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WAUSAU PROPERTY AT WORK. A building material supply that appealed to both the company and its landlord. The existing

customer of ours recently moved into a larger building. system was replaced with one designed for high-pile storage

Despite the extra space, it still had inventory stacked nearly and the building was outfitted with new heaters to prevent

to the ceiling. This presented a bit of a problem for the 4. ,<0", A the pipes from freezing. In addition to protecting its
6 2/ 7 g n U: LE M

existing sprinkler system, which was not designed for j "fk>-:0 4;:'9 inventory, the company saved almost $30,000 a year
high-pile storage. The system didn't have the necessary X0 33/ in premiums. It's all part of Wausau TotalValue" and

water and pressure to combat the type of intense fires that  our commitment to lowering our customers' total cost ofcould result from the primarily wood materials. Our loss risk. A commitment backed by the financial strength

prevention experts estimated the entire $4 million inventory of the Liberty Mutual Group. To learn  PRICE#COST.
could be lost in a fire. Working together, we found a solution more, visit wausau.com or contact your Wausau representative.
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*AUSAU
A (Excellent)A.M. Best Rating

BOTTOM LINE, A BETTER VALUE:
Wausau Insurance Companies
2000 Westwood Drive, Wausau, WI 54401
www.wausau.coin
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PDPS: Few employers seek
State agency sets up own drug plandirect contracts with CMS
The Missouri Department of Transportation took a employers by allowing waivers to be issued, freeing

Continued from page 3 ensuring compliance with federal unique approach to revamping its retiree benefits them from certain requirements that health plans
cause CMS hadn't issued all the regulations and laws, but they can program in light of the Medicare Modernization and PBMs must meet, the agency could still make it
guidelines and waiver requirements hire a prescription benefit manager Act-the organization applied for and received per- easier for oiganizations such as MoDOT that are not
before the filing deadline In addi- or health plan to perform certain mission to become its own Medicare prescription trying to profit from acting as their own PDPs and
tion, organizations choosing the di- functions to alleviate the adminis- drug plan. would offer benefits solely to their
rect contract approach had to file a trative burden For example, an em- MoDOT is one of a small number of own members, he said "I have a good

substantial amount of paperwork, ployer can hire a PBM to produce a employers choosing to directly con- "I have a good appreciation for what the folks at
11 including the submission of formu- drug event report that contains all tract with the U S. Centers for Medi- CMS are doing," Mr Padgett said

lanes for review and verification the data and claims information care & Medicaid Services to act as
appreciation for „Having said that, the process is a lit-

that their benefit design met more that Influences the level of CMS re- their own Medicare PDPs, citing the what the folks at tle bit cumbersome and a little bit

specific multiple actuanal standards imbursements, said Mary Daschner, potential for larger savings on their re- complicated.

1 than the retiree drug subsidy appli- vp and general manager-Medicare, tiree drug costs. CMS are doing.... MoDOT has also had issues with its
cation for Medco Health Solutions Inc in The organization is prolecting sav- PBM because the PBM was unable to

Eden Praine, Mmn. ings in the range of 10% forits retirees Having Said that, duplicate an aggressive pricing dis-
An administrative burden An employer can avoid these and 20% for the organization related the process is a count featured in its previous drug

types of issues completely by con- to its retiree drug benefit "It was ap- program, he added MoDOT is still ex-
Employers described the direct tracting with a PBM or health plan parent to our board that, at least theo- little bit ploring ways to handle this problem,

contracting application process as to use its PDP rather than directly retically, this option would provide possibly changing the structure of the
onerous Ronald Wyse, director of contractlng wlth CMS "It takes the both our members and our plan with CumberSOme and program or exploring other ways to
employee beneftts for Harris Corp administrative burden away from a better return," said Jeff Padgett, a little bit deliver the product tO ltS members,

in Melbourne, Fla, noted the num- employers and leaves it with us as manager of employee benefits for the Mr Padgett said.

ber of affidavits he had to sign with the PDP," she said Jefferson City, Mo -based organiza- compl icated." Despite the obstacles involved, Mr

CMS related to various aspects of If an employer can get past the tion Padgett said he would recommend

the program "I'm the CEO, the application and administrative hur- But the application process was Jeff Padgett the direct contract approach to other
CFO and lust about everything else dles, though, there lS the potential more complicated than expected, so Missouri Department employers if the organization were to

for the PDP," Mr Wyse said at the to achieve higher savings in its re- the organization was forced to rely of Transportation achieve the projected savings "The

2006 Employee Health Care Con- tiree drug program via higher relm- heavily on its consultants to interact administrative expense and the ad-

ference, sponsored by Towers Perrm bursements from CMS "There deft- with both CMS and its prescription mmistrative work seem to be pretty

in New York "But so far, at least nitely can be more money from benefit manager, he said "The process has been worth it at this time," Mr. Padgett said "It is a little
we're approved and we're opera- CMS, said Cara Jareb, director of more costly than we anticipated it would be, mainly bit of work up front, and if we fall short of our rev-
tonal" retiree medical consulting with due to the amount of intervention by our consul- enue projections, I might have to change my

CMS has tried to simplify the Watson Wyatt Worldwide in Ar- tants," Mr Padgett said. mind."

process for employers and unions, lington, Va While CMS has tried to simplify the process for -By Glenna Gonzalez

approving waivers that would free Organizations such as the Mis-

them from meeting certain require- soun Department of Transportation
ments that health plans have to that chose the direct contract op-
meet, such as being licensed to sell tion cited the potential for larger adlusted for all organizations, minister the benefit on their behalf tracting with CMS because of the
insurance in all states But by the savings for their retiree drug costs as meaning that the final reimburse- for a fee, which reduces any poten- administrative burdens involved
agency's own admission, the ad- the key driver behind the decisions ment could vary significantly based tial savings they might achieve by with the direct contract approach
ministrative burden placed on orga- to directly contract with CMS to be- on factors such as utilization directly contracting with CMS Towers Pernn estimates that in five

nizations that directly contract to come a PDP (see related story) Employers can also theoretically "In theory, you would cut out years, about 70% of employers will
become PDPs was a key reason why save money by directly contracting some of the intermediaries," said set up enhanced PDPs through ven-
the vast maionty of employers Theoretical savings with CMS rather than paying a Jerry Nebbia, a principal with Mer- dors while only 5% will set up their
shied away from this approach third party to provide the benefit, cer Human Resource Consulting in own PDPs "The vast majority of
"It's not easy being a Medicare Along with the potential savings but organizations directly contract- Kansas City, Mo "Frankly, I don't the market is going to gravitate to-
plan," a CMS spokeswoman said of the direct contract route, though, ing are findmg that they cannot see it. I don't see how most employ- ward product offerings by PBMs
"It's not an easy undertaking, and I comes the possibility that the em- meet all the increased responsibill- ers can do it unless CMS radically rather than going through the trou-
think most of our direct contractors ployer will miscalculate the level of ties of acting as Medicare PDPs due makes the process easier " ble of setting up their own PDP di-

clearly understand it " reimbursement, consultants say to limited time, resources or expen- In fact, consultants say they an- rectly," said Paul Matthews, practice

Employers that choose the direct While there lS a basic formula for ence These organizations must ticipate the malority of emp,overs leader for Towers Perrin's health
contract approach are responsible determining the amount of the re- contract with PBMs or consultants will contract with PBMs to offer and welfare specialty practices
for interacting with Medicare and 1mbursement, the amount is risk- that can interact with CMS or ad- their PDPs rather than directly con- based in Boston

Tobacco: More adoption of zero tolerance likely Catastrophes: Modeler predicts
Continued from page 4 healthy Employees who stay HSA law allows that, and the best 1% chance of $100 billion loss

The results, Mr Weyers said, healthy can, in an HSA arrange- way for employees to do that is to
speak for themselves Weyco's an- ment, build up their account bal- preserve their health during their Continued from page 4 ters, Ms Clark said

nual health care costs are about working years," he said this year she said And the more complicated hous-

one-third less compared with other At the same time, employers Ms Clark said that catastrophe ing package surrounds more "opu-
employers in Michigan, he said "We can't afford have to place the same emphasis on losses can be expected to increase lent" mtertors, she said

If you improve the health status keeping their employees healthy as perhaps doubling every ten years "What we're rebuilding after a

of your employees, you will reduce unhealthy lifestyles. they do on customer service and ac- Much of the reason for the growth catastrophe today" involves high
costs," said the CEO of the 180-em- cident prevention, he said in losses has to do with both demo- construction costs that wouldn't

They are expensive forployee firm, whose average employ- He notes, for example, that while graphics and the way people live, have been the case only a few years
ee age ts 41 "If we reduce demand employers and employers post signs m the work- noted Ms Clark ago, she said
for services, we reduce costs We place that keep track of how many During the period 1995-2004, the Meanwhile, Insurers don't always
can't afford unhealthy lifestyles employees," and days a factory has been without an number of housing units .n the have good data on their commer-
They are expensive for employers accident, comparable promotional United States grew by 31%, she cial account exposures, said Ms
and employees," and ultimately ultimately they "create efforts-such as the number of days said In some catastrophe-exposed Clark In some cases, as many as
they "create pain and suffering" for pain and suffering" for

without a malor illness-are nonex- states, such as Georgia, the growth nine out of 10 commercial proper-
employees, he said istent. rate was above 40% ties carry

. significantly" lower re-

Health care plan design also is employees." Mr Weyers acknowledged that But numbers alone do not tell the placement values than should be

key to controlling costs, Mr Weyers there is a lot more the company story, Ms Clark said "New homes the case, she said
said Most Weyco employees, for needs to do to get employees to are getting larger,Howard Weyers

causing larger "We are going to see losses of Ka-

example, are enrolled in high-de- Weyco Inc. take better care of themselves, m- exposures, she said trina size and larger," Ms Clark

ductible health insurance plans cluding eating healthier foods and Size is not all that matters, either, said The probability of such a loss
linked to health savings accounts or exercising more for the buildings are becoming will grow every year, she added
health reimbursement arrange- ances, which gives them a source of Those are, he said, monumental more "architecturally complex " No matter what happens with
ments tax-free funds in retirement to pay tasks, as individuals often have a This means more windows, gables the climate, "you are going to be

Such arrangements, Mr Weyers for health care expenses "million excuses" as to whv they and other features can be damaged very busy," Ms. Clark told her audi-
said, reward employees for staying "I can save for retirement. The don't have time to exercise by hurricanes or other natural disas- ence of claims professionals
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10/18/04 Cardiologist's diagnosis: + 5 :-..

Coronary Artery Disease (CAD)
.

d Kfl«}3/05 Neurologist prescribes
 1 - triptan for migraines

,.-1. h

1 65/08/05 ALERT: Rx increases risk of heart
attack for patients with CAD

*·
06/08/05 Care Consideration sent to

neurologist: Stop triptan -
switch to other medication

i'

A [heart attack that didn't happen.
Because we got information where it was needed.
Patients don't always communicate with their doctors. And their

various doctors may not communicate with each other. This can

lead to serious and expensive medical problems. ActiveHealth

Management has a solution. As part of your benefits plan, our

patented CareEngine® System continuously scans and analyzes

patient information, then compares it with the latest evidence-based 
clinical literature. When potential medical errors or opportunities to

improve care are discovered, we contact physicians and patients with ACTIVE HEALTH
Care Considerations that can save lives and money. See how much MANAGEMENT.

smarter your health plan can be, with ActiveHealth Management. Life-Saving. Cost-Saving.

activehealth.net

888.803.7430

©2005 ActiveHealth Management. CareEngine is a registered mark of ActiveHealth Management. Inc. Care Consideration referenced is 207 (SHT Agonists - Vascular Disease).
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Editorial Schillerstrom

New Jersey asbestos ruling MOST RISK MANAGERS LOSE SLEEP
WORRYING ABOUT TERRORISM

stretches premises liability
OR NATURAL DISASTERS BUT NOT YOU

YOU WORRY ABOUT WHETHER
THE DOME LIGHT WAS TURNED OFF

IN THE CAR

THE NEW JERSEY SUPREME COURT'S rationale when confronted with such cases
recent decision expanding landowners' How far ahead-and how far afield-should ..

premises hat)ility in an asbestos-related case an employer be able to see that an inlury w111
should give employers and risk managers rea- occur to someone who had worked in its facil- I j

\j,

son for pause ity? Remember that Mr Olivo was not a Mo-
As we report on page 3, the Garden State's bil employee, and that the refinery was only

high court ruled last week that Anthony 011- one of numerous Job sites at which he worked
73=\

vo, a retired contract welder who had worked during a nearly 40-year career. In fact, he 44'. ,- k + 41

at what was then a Mobil 011 refinery in sought and received settlements from about
'11

Paulsboro, NJ, could sue Exxon Mobil in 30 other entities m connection with the case.
connection with the death of his wife from What is more troubling about the decision »Y

mesothelioma, a fatal cancer caused by as- 15 the fact that Mrs. Olivo had never set foot
LAA C

bestos, more than 15 years after he had re- on the work site Whereas landowners' \\ Afful

tired Mr Olivo said that his wife had come premises liability traditionally ends at the · 'li

into contact with asbestos when she washed property line, the New Jersey Supreme Court
his work clothes, which had been exposed to has extended it into the laundry room of a
asbestos on the Job house in another municipality One must

- yi#,49sr»1

The New Jersey Supreme Court ruled in fa- wonder where liability for secondhand toxic \ /5 Ni
 -0491**4<£

vor of the retired welder in part because lt exposure could now end-at the county line,
said that Exxon Mobil should have been able or will it extend to the state line?

to foresee that Mrs 011vo could be harmed Employers need to know where that line is
by her husband's exposure to asbestos and re- As other state courts consider this issue, we can

Letters
manded Mr Olivo's lawsuit to a lower court but hope that they win resist the temptation to
for reconsideration extend that Ime far beyond its logical limit and New York paves way cess, can work to actually provide better cow

Even though the decision applies only to instead choose a more restrictive boundary to erage and care
New Jersey, it could have national implica- the limits of premises liability, particularly re- for Massachusetts reform In New York, especially in the Healthy
tlons U other state courts follow New Jersey's gardmg secondhand toxac exposure New York program, specific price points

To the Editor. It is without dispute that Mas- were established for the sale of private mar-
sachusetts has broken new and impressive ket health insurance policies to small busi-

Is paid family leave a good idea? ground in the provision of health insurance nesses, sole proprietors or individuals. Rea-
to its citizens with the recent passage of its sonable coverages were provided to people
health insurance reform package. who, in many instances, had never had

DO THE BENEFITS of paid family leave looked or discounted Jerry Geisel's story, "Massachusetts man- their own health insurance before and were
programs outweigh the costs? First, if employees can take paid leave, they dates cover," that appeared in the Apnl 10 is- reluctant to utilize the health care system,

As we report on page one, that lS what are less likely to stay on the job when they sue-which included the history of past re- and claims were covered by the private in-
Massachusetts legislators will be debating in are 111 and, depending on the nature of their form efforts-failed to mention the successful surers with stop loss coverage provided
the coming months as they consider a pro- sickness, infect co-workers. public and private market-based initiatives through a state financing mechanism And,
posal by Senate President Robert Travaglini, Additionally, when employees come back championed by Gov George E Pataki and all of this was done without adding any ob-
D-Boston, that would allow employees to to work and are not financially m the hole, as passed by the New York legislature several vious or hidden expenses to New York's
take 12 weeks of paid leave-up to a $745 they could be if they had to take unpaid leave, years ago. New York's Health Care Reform businesses
weekly maximum-within any 12-month pe- they may be much less stressed and distract- Act not only was years ahead of its time in The outcomes have been the Insuring of
nod to care for a newly bom or adopted child ed That, as a result, could make them more targeting the plight of the workIng unin- hundreds of thousands of New Yorkers, an
or to take care of their own illness or that of a productive than they otherwise would be sured, it was, in fact, one of the early inspira- easy portal of entry for recent college gradu-

child, spouse or parent We acknowledge that those last two points tions for Massachusetts Gov Min Romney's ates so that New York's future would not be
While employees would fund the benefit are lust theories Not enough employees have initial "Commonwealth Care" proposal priced out of the state and affirmations by

through mandatory payroll deductions, there taken advantage of a pioneering California which presaged the final Massachusetts ini- groups like the Commonwealth Fund that
is no question that there would be a cost to paid leave law-probably because the bene- tlatlve initiatives such as this, and the Massachusetts

employers fits aren't very nch-to draw firm conclu- Medicaid and Child Health Plus reforms, reform that has now become law, can Rour-

Employers would incur such costs as in- sions on whether such a mandate does more together with the unprecedented Family ish in the marketplace
creased overttme as other employees are asked good than harm Health Plus and Healthy New York programs, As Governor Romney noted after the sign-
to work longer hours to take up the responsi- But, clearly, we understand the potential all together in a single package, put New York 1ng of the Massachusetts initiative, the states
bilities of those on paid leave In addition, advantages of paid family leave programs, m the vanguard of health insurance reforms, are the laboratories of public policy, and
employers might have to hire more tempo- and, if Massachusetts legislators enact the and crystallized the notion-which is the in- clearly the political scientists in Mas-
rary workers, who would require training and measure, we believe enough information will tegral underpinning of the Massachusetts sachusetts have been not only achieving new
might not be as productive as those on leave be produced over time to draw conclusions plan-that market-based programming, that and great successes for their people, but

That said, we believe there are benefits to on whether the programs truly are in both reallocates state funds to the health insurance
paid leave programs that should not be over- employers' and employees' best interests. process rather than Just the health care pro- See LETTERS / page 28
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COMINGS & GOINGS = INDUSTRY
Brokers:

Charlotte, N.C.-based American

Wholesale Insurance Group has ap-
pointed J. Scott Reynolds president
of its specialty underwriting division.
Before his promotion, Mr. Reynolds
wgs chief actuary.

Willis Group Holdings Ltd. has
made several appointments in its
Toronto office:

• Ayesha Navarro has been named
senior vp, account executive, with
Willis' risk solutions practice. Previous-
ly she was a senior vp with Aon Corp.

• Murray Kammer, formerly senior
vp at Marsh Canada, joins Willis as se-
nror vp, director, commercial prac-
tice.

• Charles Fogden joins as a senior
vp within the risk solutions practice.
Before joining Willis, he was a senior
vp at Aon.

• Matthew Cook joins the risk solu-
tions practice as senior vp. Formerly,
he was vice chairman at In Tech Risk

Management.
Aon Corp. has named Kathy Burns

chief executive officer of Aon Risk

Services Americas eSolutions Group.
P'eviously, she was a managing di-
rector at Marsh & McLennan Cos.

Irc.'s CS STARS unit.

New York-based Mercator Risk

Services has named Peter McKeegan
executive vp of its professional liabili-

ty practice. Before joining Mercator,
he was senior vp of the executive as-

surance group at Arch Insurance
Group.

Also at Mercator, Senior Vp John
Cleary has been appointed to lead
the casualty construction and real es-
tate practice.

Integro Ltd. has named Robert
Fenley principal in the Chicago office.
Previously, he was a senior director,
risk management and real estate, for
CNH Global.

Also at Integro, Susan Carson and
James Bacon have been named prin-
cipals in the San Francisco office. Ms.
Carson previously was a senior vp at
ABD Insurance & Financial Services

Inc. Mr. Bacon formerly was a manag-
ing director and head of the risk man-
agement practice in Marsh's office in
Northern California.

And Steve E. Alexander Jr. has

been named principal in Integro's At-
lanta office. Previously, he was presi-
dent of Steve Alexander Agency, a di-
vision of Southern States Insurance.

Insurers:

Jeff J. Gans has been named se-

nior vp and chief underwriting officer
of Employers Insurance Group in
Reno, Nev. Most recently, he was a
senior vp in the underwriting opera-
tion of Aon Underwriting Managers.

usmess Lnsurance
Late N., Pension reform bill Court addresses
3ZZ; faces tough tals inbloggerlawsuit
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New York Life Insurance Co. has

named Mark E. Arning senior vp. He
will continue as the New York-based

company's deputy general auditor.
The Halland Insur-

ance Cos. has named

Andrew D. Loughrane
managing partner of
its newly opened New
York office. Previously,
he was a managing di- r

rector and practice
leader at Marsh USA.

Carmel, Ind.-based

Conseco Inc. has

named Daniel G.

Walseth executive vp,
general counsel and
secretary of the com-

Mr. Kent

pany. Previously, he
was vp and senior associate general
counsel for Trivent Financial for

Lutherans.

Other providers:

Redwood City, Calif.-based Global
Risk Advisors has appointed John
Schaefer as president. Previously, he
was senior vp in charge of risk man-
agement at ABD Insurance & Finan-
cial Services.

Alexander M. Clark has joined New
York-based Sanders Morris Harris

Group Inc. as managing director of
the firm's insurance investment

banking practice. Previously, he
was a managing director in the finan-
cial institutions practice at Advest
Group.

Mercer Human Re-

source Con,sulting
has named Clive Kent

as a principal in its

4 i health and benefits
business in Chich-

4  ester, England. Previ-
4 1 ously, he was a com-
 mercial director at
-9 Rubicon Health.

Colin Fitt and

David Mocklow have

been made partners
at Cochran Caronia

Waller in Chicago.
Both will cont nue as

managing directors.
Overland Park, Kan.-based First

Horizon Msaver Inc., a health savings
account administrator, has named

Byron Mickie senior vp of business
development. Before joining First
Horizon, he was vp-sales at Evolution
Benefits Inc.

Needham, Mass.-based Albert Risk

Management Consultants has named
Frederic C. Church Jr. senior .onsul-

tant. Mr. Church also is a principal of
FirstChurch Consulting and a founder
of Boston Risk Management Corp.

Full Capture Solutions Inc., an East
Hartford, Conn.-based prov der of

May 1,2006

predictive analytics software and ser-
vices, has made two senior-level af-
pointments:

• William Nadal has been named

senior vp and chief technology off -
cer. Previously, he was chief techno -
ogy officer at Herzum Software.

• Myong Yun Lee has been named
senior vp. Before joining Full Capture,
she was senior vp of risk, systems
and analytics at General Electric
Commercial Finance.

Kathryn Walker-Elch has beei
named principal of WFG Capital Adv -
sors' corporate finance service in

Chicago. Previously, she was execi-
tive vp of Lake Forest Bank.

Washington-based Watson-Wyatt
Worldwide has named Carl Hess

practice director of Watson Wyatt In-
vestment Consulting Inc. Before his
promotion, he was East division prac-
tice director.

Also at Watson Wyatt, Rebecca
Carroll has transferred from Watson

Wyatt's retirement consulting prac-
tice to serve as chief compliance offi-
cer in the investment consulting
group. She will continue as senicr
consulting actuary.

Bill Nicholson has joined Atlanta-
based Buck Consultants as principal
in the communications practice.
Previously, he was vp and communi-
cation practice leader for Aon
Consulting.
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i Spotlight RIMS 2006

Conference Report

Risk management requires
holistic approach / page 14

Risk managers
skeptical over
reform claims

By JOANNE WOJCIK

HONOLULU-Senior executives of

the nation's leading insurers and
brokers were downright glib when
talking about how they are address-
ing the industry's image crisis, and
insurer executives were tight-lipped
when asked to explain why premi-
ums haven't fallen in sync with the
end of contingent commissions.

But risk managers' reactions to re-
sponses during the leadership panel
discussion at this year's Risk & In-
surance Management Society Inc.
annual conference suggest the in-
dustry hasn't weathered the worst
of the storm.

"I didn't receive a corresponding
reduction in my premium for the fact
that contingents were not paid for
my broker," said Ellen Vinck, outgo-
ing president of RIMS and vp of risk
management and benefits at BAE Sys-

tems Ship Repair Inc. in San Diego.
"I also feel that there's a pot of

money that hasn't come back to
the insureds," she said, triggering a
round of applause during the dis-
cussion that was sometimes cordial,
sometimes contentious as modera-

tors Steve Wilder, vp-risk manage-
ment at The Walt Disney Co. in
Burbank, Calif., and former RIMS
President Ron Stasch challenged the
panel of chief executives of seven of
the nation's largest brokers and in-
surance companies.

J. Patrick Gallagher, president
and CEO of Itasca, Ill.-based Arthur
J. Gallagher & Co. Inc., claimed that
his large risk management clients
did not participate in any contin-
gent programs.

While the executives sparred on
stage, several members of the audi-
ence shook their heads in disbelief.

If only the small accounts were

Making cut-through clauses
work in Latin America / page 16

Risk managers, chapters
honored by RIMS / page 20

I
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Top-level executives from seven of the nation's largest insurers and brokers joined several senior risk managers to
participate in a leadership panel discussion of current industry concerns.

generating contingents, then why
did so many large accounts receive
refund checks, wondered Terri

Majcher, risk manager for Rochester,
N.Y.-based Bausch & Lomb, who

was seated at a table reserved for

risk managers from the pharmaceu-
ticals industry.

"How dumb do they think we
are?" she asked.

New York-based Marsh Inc. just
completed a survey with Consensus
Research, which went around the

See PANEL / page 18

Vinck blasts quality of insurance placement process
By SALLY ROBERTS

HONOLULU-Risk managers need
to take an active leadership role in
establishing performance expecta-
tions with their insurance partners
that will improve quality in the in-
surance placement process, accord-
ing to the outgoing president of the
Risk & Insurance Management Soci-
ety Inc.

The risk management communi-
ty is "not happy" with the insurance
placement process or with the insur-
ance product itself, Ellen Vinck, vp-
risk management and benefits at
BAE Systems Ship Repair Inc. in San
Diego, said during last week's mem-

bership meeting at RIMS' annual
conference and exhibition, held last
week in Honolulu.

To back up her assessment, Ms.
Vinck revealed some results of

RIMS' 2006 Quality Survey.
When it comes to providing an in-

surance quote 30 days prior to the ex-
piration of an existing policy, Ms.
Vinck said that almost 50% of the

more than 700 U.S. and Canadian risk

manager respondents said they do not
get a quote within that time frame.

Of those, 10% say they receive
quotes three weeks prior to expira-
tion, 26% said two weeks prior and
24% said one week or less, Ms.

Vinck said, describing the findings

as "a failing report card."
And the situation isn't any better

when it comes to policy issuance,
she said.

Only 5% of the respondents re-
ported receiving a policy within 30
days of binding.

The vast majority, she said, wait
between 90 and 120 days to get the
product that t:hey paid for.

"The litigation following the at-
tack on the World Trade Center

proved to us all something that we
all already knew-the insurance
policy placement is many times se-
cured with written documents but

more so with verbal communica-

tions and a handshake," she said.

The timely issuance of insurance
policies is "critical," and it "just
cannot take this long," said Ms.
Vinck, whose comments brought
overwhelming applause from the
audience.

And timeliness is not the only is-
sue, she said, noting that accuracy,
too, is lacking.

According to the quality survey,
53% of the respondents report not
being satisfied with the quality or
accuracy of the policy issued.

In answering her own question
of"where do we go from here?" Ms.
Vinck said that RIMS advocates

open and honest dialogue among
all parties of the insurance transac-

See next week's issue for more RIMS conference coverage

tion. And while "we appreciate
some of the changes that have been
made...we are not there yet."

She implored risk managers in
the audience to use the framework

of RIMS' Quality Improvement Pro-
cess initiative to help boost quality
in the industry.

"We, as the risk management
community, need to actively play a
leadership role and require defini-
tive performance expectations that
will improve quality in the insur-
ance placement process," Ms. Vinck
said, noting that she remembers
hearing the same message 10 years
ago while sitting in the audience of
the annual RIA<IS conference.

13
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Lori Jorgensen, senior director of finance at Microsoft Corp., was a keynote
speaker at this year's RIMS :cnference.

Spotlight May 1,2006

Holistic risk management is key
in complex, changing world

By JOANNE WOJCIK

HONOLULU-The changing nature
of risk on the world stage has creat-
ed the need for risk management
professionals to have a holistic un-
derstanting of their organization's
exposures, a high-profile risk man-
ager says.

Risk managers also need more so-
phisticated risk management infor-
mation systems to gather, analyze
and communicate "business intelli-

gence" throughout their organiza-

45

tions, according to Lori Jorgensen,
senior director of finance at Mi-

crosot Corp., who gave a keynote
address at the Risk & Insurance

Management Society Inc.'s Confer-
ence and Exhibition in Honolulu

last patel<.

At Microsoft, for example, when
the gftware maker branched out

into =ther areas of business after

1995 "risks for Microsoft changed
fundamentally, as products were no
longer contained within the desk-
top," she said. 1 don't think this is

unique to Microsoft. Like yours, Mi-
crosoffs is a complex business."

"There are seven product seg-
ments for which financial informa-

tion is separately reported," she
said. "While they have certain risks
in common, the risks show up dif-
ferently for each, as there are addi-
tional risks for each business."

For example, while product de-
velopment is concerned with
patent infringement, the network
services division wants to ensure

the security of personally identifi-
able information and prevent ser-
vice disruption, while home enter-
tainment is concerned about pan-
demic illness possibly disrupting
manufacturing and shipping in Asia
and component failure in the com-
pany's Xbox video game system.

In response, the risk manage-
ment department at the Redmond,
Wash.-based company grew from
just three individuals in 1995 to 16
professionals today, each of whom
is focused on both Microsoft's haz-

ard and financial risks.

"For optimal impact, Microsoft's
treasury risk group must be more
than well-informed concerning
risks to the organization. It is in-
cumbent on us to collect informa-

tien, gather relevant and credible
data and build reliable analytical
tools so that we may deliver insight
and understanding necessary to 
act," she said.

In addition, the department must
"communicate our findings
throughout the organization and
arrange for insurance and other so-
lutions as appropriate," she said.

To better manage this collection
of diverse risks, Microsoft built a

tool called "Project Atlas" to orga-
nize information and data for eval-

uation and to deliver the results in a

credible and easy-to-understand
fashion that is "scenario-driven and

multifaceted, rather than siloed and

vertical," Ms. Jorgensen said.
"As a result of this work, Mi-

crosoft's treasury risk group evolved
the risk practice at Microsoft from
delivering an insurance product to
enabling and executing a risk man-
agement process," she said.
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Cut-through clause gains appealin Latin America
Policyholders more likely to seek
direct access to reinsurers

By ROBERTO CENICEROS

HONOLULU-With support grow-
ing for left-leaning populist govern-
ments in Latin America, out-

through clauses are attracting new
interest in the region, speakers told
the Risk & Insurance Management
Society Inc.

But cut-through arrangements
can be tricky and perhaps unen-
forceable, requiring insurance pur-

chasers to consider factors such as

the local insurance laws, the broad
variations in contract wordinE and
the attitudes of reinsurers, speakers
said.

Essentially, 2 cut-through en-
dorsement provides that, should a
primary or fronzing insurer not be
able to pay a claim, the policyhold-
er is entitled to collect directly from
the reinsurer backing that primary
or fronting insurer, said Stavros

Costarangos, executive vp of Bal-
ance Seguros S.A.. a Panama City,
Panama-based broker.

Fronting insurer arrangements
are common in Latin American na-

tions that allow only loci under-
writers to sell policies. In such cases,
a multinational company purchases
a local insurer's fronting policy
backed by a multinational insurer
or reinsurer.

Uncommon clause

Cut-through arrangements re-
main rare throughout Latia Ameri-

ca, though, and many reinsurers de-
cline to support them, said Andres
Ricardo Holownia, regional risk
manager

in Sao Paulo, Brazil, for truck manu-
facturer Scania Latin America Ltda.

But with a rise in populist gov-
ernments, some investors anc
lenders are demanding that theii
commercial borrowers insure theil

businesses with policies that con-
tain cut-through clauses, Mr
Costarangos said.

Cut-through clauses traditionall>
have been used to protect policy-
holders in cases where primary
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insurers become insolvent and

cannot pay claims, the speakers
said.

But more Latin American insur-

ance market participants are begin-
ning to suggest that they might be
useful to protect policyholders
when an insurer cannot pay be-
cause of political instability, said
Jorge Daniel Luzzi, group risk man-
agement director in Sao Paulo,
Brazil, and Milan, Italy, for tire
manufacturer Pirelli S.p.A.

Any use of the clauses, though,
would call for policyholders' careful
review of their wordings, the speak-
ers cautioned.

Contract wording

While they have been rare, the
examples of cut-through clauses
that do exist have had wordings
that varied greatly. Some of the
clauses written in the region have
been a single paragraph in length,
while others have been 20 pages
long, Mr. Costarangos said.

A policyholder considering such
an arrangement should determine
whether the contract calls for the

cut4hrough clause to be applicable
only in the case where the primary
or fronting insurer is not financially
sound or whether there are other

triggers, Mr. Costarangos said.
Also, while a policy issued by a

local insurer could contain a cut-

through clause, the contract
between the insurer and reinsurer

might specifically exclude backing
such clauses, Mr. Costarangos
noted.

Policyholders should obtain
proof that the reinsurer will honor
such an arrangement, Mr.

Costarangos said.
One reason cut-through clauses

have not been more extensively
used in Latin America, though, is
that reinsurers often oppose them,
maintaining that if they were to
honor a cut-through agreement,
the insurer could later argue that it
should have been paid the funds,
Mr. Holownia said.

Reinsurers fear they could be
forced to pay twice.

Differing laws

Another concern is that the

clauses may not be enforceable in
some countries.

Mexican law, for example, is very
clear that reinsurers cannot pay di-
rectly to policyholders, because that
is strictly the responsibility of insur-
ers.

In contrast, Chile allows cut-

through arrangements, while the
law in Colombia does not specifi-
cally stipulate whether they are
valid, Mr. Costarangos said.

But arrangements can be made
even for coverage in countries
where cut-through clauses are not
allowed.

A multinational company pur-
chasing difference-in-conditions
coverage or an umbrella policy for a
worldwide program, for instance,
can arrange for the coverage to be
paid outside of any country in
which such clauses are restricted,

the speakers said.
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RIMS salutes risk managers
at annual awards presentation

By MATT SCROGGINS

HONOLULU-Roger L. Andrews, di-
rector of risk management for E.D.
Bullard Co. in Cynthiana, Ky., has
been given the 2006 Harry and
Dorothy Goodell Award, the high-
est honor bestowed by the Risk &
Insurance Management Society Inc.

Mr. Andrews accepted the award
last week at the society's annual
membership meeting, which kicked
off the 2006 Conference & Exhibi-

tion in Honolulu. The Goodell

Award recognizes an individual
who has furthered the goals of risk
management and of RIMS. It is
named after Mr. Goodell-the soci-

ety's first president-and his wife.
Mr. Andrews, who has been ac-

tive in RIMS for two decades, served

as the society's president in 2000-
2001 and has held various other

governance roles during his tenure
with the society. He also served as
president and director of RIMS'
Bluegrass Chapter in Lexington,
Ky., and currently is delegate and
co-chair of the Western Regional
Conference from the Utah Chapter.
In addition, in 2003 Mr. Andrews
was named to the Business Insur-

ance Risk Management Honor Roll.
Among other accomplishments,

Mr. Andrews, who began his career
at Travelers Insurance Co., in 1982

drafted the legislation that created
the risk management division for
the State of Maine and became the

state's first director of risk manage-
ment.

Others honored

RIMS also presented other awards
at the conference on Monday.

The Ron Judd Heart of RIMS
Award was, for the first time, given
to two individuals this year. Diana
J. Rich, director of risk management
for Aliso Viejo, Calif.-based Reme-

Roger L Andrews, center, director of risk management for E.D. Bullard Co., receives the Harry and Dorothy Goodell
Award from Michael Liebowitz, RIMS president, and Ellen Vinck, the immediate past president of RIMS.

dyTemp Inc., and Cheryl P. John-
son, executive director of risk man-
agement for the Dallas Indepen-
dent School District, both received
the award, which is given to an in-
dividual nominated by his or her
chapter for outstanding perfor-
mance on behalf of the chapter. Ms.
Rich represents the Orange County
Chapter, while Ms. Johnson is a
member of the Dallas Fort Worth

Chapter of RIMS.
In addition, Frances Duron re-

ceived RIMS' Cristy Award, which

recognizes the risk manager with
the highest cumulative average in
three exams leading to the Associ-
ate in Risk Management designa-
tion.

In addition, several chapter
recognition awards were presented
at the conference.

The South Texas, Broward Coun-

ty, Orange County, Palm Beach,
San Diego and Houston chapters
won outstanding chapter program-
ming awards.

The Orange County, Palm Beach,

San Diego, Dallas Fort Worth, Min-
nesota and Rocky Mountain chap-
ters won outstanding member ser-
vices awards.

The South Texas, Orange Coun-
ty, Palm Beach, San Diego, Dallas
Fort Worth, Houston and Minneso-

ta chapters won advancing the risk
management profession awards.

And the South Texas, Orange
County, Palm Beach, San Diego,
Dallas Fort Worth and Rock Moun-

tain chapters won overall chapter
excellence awards.

May 1,2006

RIMS board elected

RIMS last week announced its board

of directors for 2006-2007. The

directors are:

m Michael Liebowitz, director, risk

management, for Bridgeport

Hospital & Healthcare Services Inc.
and a member of the Fairfield/

Westchester Chapter, who also was
elected president of the society.

• Janice Ochenkowski, director of

global risk management, for Jones

Lang LaSalle and a member of the
Chicago Chapter, who will serve as vp.

• Deborah M. Luthi, director, risk
management services, University of
California, who is treasurer.

• Joseph A. Restoule, senior risk
consultant, NOVA Chemicals Corp.

• Janet E. Barnes, risk manager,
Snohomish County PUD No. 1

• Scott B. Clark, risk and benefits

officer, Miami-Dade County Public
Schools

• D. Terry Fleming, director,
division of risk management,

Montgomery County, Md.

• Jackie Hair, corporate director,

risk management, Ingram Micro Inc.

• John B. Hughes, director, risk

management, Alex Lee Inc.

• Kim A. Hunton, risk manager,
City of Ottawa, Risk Management
Financial Services Branch

• Daniel H. Kugler, assistant

treasurer, risk management, Snap-
On Inc.

• Ellen Vinck, vp, risk management
and benefits, BAE Systems Ship
Repair Inc., who is ex-officio/former

president

These individuals will continue to

serve in their existing board

positions through Aug. 31,2007:

• Karen Beier, vp, risk

management, Shaklee Corp.

• Michael J. Gaona, Piedmont

Chapter

a Janice McGraw, manager, risk
management and insurance, McGill
University

• John R. Phelps, director of risk
management, Blue Cross & Blue
Shield of Florida Inc.

RIMS leaders urge change in broker service standards
By SALLY ROBERTS

HONOLULU-The brokerage com-
pensation scandal shook up parts of
the commercial insurance industry,
but RIMS' leaders say more change
is needed to ensure that risk man-

agers are getting the best service
from their brokers and underwrit-

ers.

In a press conference last week,
Ellen Vinck, outgoing president of
the Risk & Insurance Management
Society Inc., said that, among many
RIMS members, there is no .feeling
that we can all collectively sit back
and say we have a great process, it
runs smoothly and we're happy."

A key concern is the timeliness of
coverage quotes, said Ms. Vinck.,
echoing remarks she had made ear-
lier during the RIMS membership
meeting.

"Fundamentally, we should be
able to get a quote on a renewal 30
days" prior to expiration, she said.
"Fifteen years ago, I was getting
them 30 days out," but over the
years, risk managers seem to have
become "hostage to the process,"
said Ms. Vinck, who is vp-risk
management and benefits at BAE
Systems Ship Repair Inc. in San
Diego.

She noted that lots of "finger
pointing" goes on when a buyer
tries to get to the root of why it
takes so long to get quotes. Brokers,
for example, point the finger at un-
derwriters, saying they won't even
look at a renewal until 30 days out.

When asked whether she thinks

it is an intentional move on the

part of markets to try to keep risk
managers from moving accounts,
Ms. Vinck said: "It goes back to the

issue of integrity. You certainly
hope it's not intentional."

She noted that part of the prob-
lem is that many risk managers are
not having meetings upfront with
their brokers and insurers and de-

manding a commitment to service
standards, such as insisting that
they be given quotes 30 days out
from a policy's expiration.

Why the wait?

Michael Liebowitz, RIMS' new

president, noted that he starts
his renewal process six months
out and at his last renewal, he
sat down with his broker and

said, "I'd like to have my quotes 30
days prior to expiration and my
policy in my hand 30 days after
issuing the policy, and if you can-
not provide that to me within 30

days, I want to know why."
He said he also asked to see all of

the communications between his

broker and the various markets in-

volved.

"I now have an e-mail file from

last year's renewal that has some-
where around 1,200 e-mails from
various markets; said Mr.

Liebowitz, who is directcr, risk

management for Bridgeport Hospi-
tal & Healthcare Services Inc. in

Bridgeport, Conn.
Mr. Liebowitz said that, as a re-

sult of his efforts, he did receive his

quotes and 7596 of his policies
within the specified time frames.

"I believe the markets can re-

spond if you inform your broker
and underwriters through meetings
that you should be having," he said.

"My take is, if the markets can
create a bill in 24 hours and the bill

is accurate, why can't they create a
policy...within a certain period of
time and get it to the broker to
check for accuracy and then get it
to us?" Mr. Liebowitz asked.

"The industry has to realize the
need for quality going forward and
quit wasting time year after year,
Ms. Vinck said.

The litigation over the World
Trade Center coverage "should
have been a tremendous wake-up
call to everyone" to ensure contract
certainty, she said. But "we didn't
see improvement in it after the liti-
gation."

"It's ridiculous that we are still

talking about it," she said.
But unlike past years, RIMS is a

larger organization today and has
the online tools for risk managers to
raise the bar and improve quality,
Ms. Vinck said.
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Between
the Lines
Compiled by Joanne Wojcik

The fungus among us
Perhaps adding a touch of irony to this year's annual meeting of the
Risk & Insurance Management Society Inc. in Honolulu was the fact
that while the conference was being held, Hilton Hotels Corp., the
owner of the Hilton Hawaiian Village and RIMS' headquarters hotel,
was hammering out the settlement of a mold suit.

Local media reported last week that the Los Angeles-based hospi-
tality company agreed to pay up to

on behalf of guests who stayed in
$1.8 million to settle a lawsuit filed

Kalia Tower during a six-week peri-
od in 2002 when the Waikiki

4 j Beach hotel discovered mold prob-
lems in guest rooms.

4 Under the terms of the settle-

ment, guests who participated in
r

I the suit will receive either $ 150 in
5 travel coupons or $50 in cash for

each night's stay at the property.
The suit was originally filed by a

Florida resident over the hotel's

failure to wam guests of the mold
contamination. It was granted class

The Kaila Tower required $60
action status last December and in-

million in mold clean up costs. cluded all guests who stayed in the
tower between June 14, 2002,

when mold was discovered, and July 23,2002, when the tower was
closed. News reports said Hilton spent $60 million to clean up the
mold and that the hotel was reopened in 2003.

Approximately 2,900 Hilton guests are eligible to participate in the
settlement, according to the Honolulu plaintiffs firms Davis Levin
Livingston Grande and Price Okamoto Himeno & Lum, which an-
nounced the settlement.

Baking company exec steals dough
A Japanese court has sentenced a 56-year-old former general man-

ager of the Shikishima Baking Co.'s health insurance society to 11
years in prison for embezzling 979 million yen ($8.39 million) in the
company employees' premiums to buy a car and to pay for dates with
his 17 girlfriends. The court also fined Masaaki Matsubayashi, of Toy-
ohashi, 30 million yen ($257,180).

Presiding Judge Shinichiro Ito said in handing down the ruling,
"There should be no extenuation, as he repeatedly embezzled the
money based on his selfish motivation."

The judge also said, "The act could uproot the foundation of the
health insurance system and greatly affect the company employees
and society as a whole."

According to news reports of the case, Mr. Matsubayashi simply
raised premiums after the funds held in the health insurance society's
accounts became depleted.

Employee swats company over spanking
A woman who had worked in sales for a California alarm company

is seeking more than $1 million in damages from her former employ-
er in a lawsuit alleging she was humiliated when she was spanked as
part of a team-building exercise.

Employees were paddled with rival companies' yard signs as part of
a competition that pitted sales teams against each other, court papers
said. The winners then poked fun at the losers, throwing pies at
them, feeding them baby food, mal<ing them wear diapers and swat-
ting their buttocks.

Shortly after the incident, Janet Orlando quit her job at Anaheim-
based Alarm One Inc. and sued the company, alleging discrimina-
tion, assault, battery and infliction of emotional distress.

"No reasonable middle-aged woman would want to be put up
there before a group of young men, turned around to show her but-
tocks, get spanked and called abusive names, and told it was to in-
crease sales and motivate employees," her lawyer, Nicholas "Butch"
Wagner, said during his closing arguments Tuesday in Fresno Superi-
or Court, where the case was being tried.

But lawyers for Alarm One said at trial that the spankings were part
of a voluntary program to build camaraderie and were not discrimina-
tory because they were given to both male and female workers.

Tips and feedback from readers are welcome. Please send information
to jwojcik@businessinsurance.com.
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Planning needed before a crisis occurs
By JUDY GREENWALD

HONOLULU-The most important
factor at stake in a crisis.s a compa-
ny' s reputation, and half of what
must be done to protect it can be
accomplished before a crisis ever
develops, according to one public
relations expert.

Mike Hatcliffe, executve vp, U.S.
corporate practice, for Ogilvy Public
Relations Worldwide in Chicago,
discussed the steps companies
should take before a crisis at a ses-

sion called "Public Perception is Re-
ality-Effective Communication in a
Crisis," at the Risk & Insurance Man-
agement Society Inc.'s annual con-
ference, held in Honolulu last week.

Build :hird-party support, ad-
vised Mr. Hatcliffe. "All companies
need tc engage and undzrstand the
power of influence." When there is
a crisis, "you'll need those friends"
who will speak on your behalf, he
said. This group could include aca-
jemics and media repre sentatives,
among others, he said. "Think
about how you can build and
strengthen those relationships right
now," said Mr. Hatcliffe.

If there is no planning, you are
going to be surprised, and if you are
surprised, "you will have no control
over the situation," Mr. Hatcliffe

said. While the crisis is ongoing, the
company will be losing its reputa-
Mon "bit by bit," he said.

Companies must prepare with a
strategic approach, said Mr. Hat-
cliffe. "Plan for the worst. Look at

what keeps you awake at night," he
said. And "when it does happen, re-
sist the instinct to become combat-

ive," he said.

Companies should also under-
stand the media's purpose, Mr. Hat-
cliffe said. "They are doing their
iob," he said.

"Media coverage is just a byprod-
uct of what happened," he said. The
more authoritative a company's an-
swers to media questions, the ''bet-
ter off you'll be " he said. Do not
give "no comment" responses to
questions, Mr. Hatcliffe recom-
mended. And "do not be combative;
do not go into your shell," he said.

Also, acknowledge the wider pub-
lic interest in what you say, said Mr.
Hatcliffe. "It's not just about you,"
he said.

Also speaking at the session was
Denice A. Goto, director of tax and

risk management for Honolulu-
based Hawaiian Telecom. Have a

well-thought-out and organized
plan and engage in testing, practic-
ing and training, Ms. Goto suggest-
ed. Work with vendors as well as

government agencies before a crisis.
A crisis "is not the time" to get to
know regulators, she said.

Finding the right key spoxesper-
son is also critical. "I can't tell you
how important that is," said Ms.
Goto.

"Hoping you can just wing it"
will not work, she said. It is also im-
portant to obtain senior manage-
ment's buy-in into a crisis manage-
ment plan. To get funding for a cri-
sis management plan, "you've got
to have senior management sup-
port," she said.

It is vital that companies recog-

nize the importance of corporate re-
sponsibility, Ms. Goto said.

"The expectation of the public is
a lot higher than it was 10 to 20
years ago" in this respect, she said.
"Show some compassion and caring
for the people that have been hurt,"
she said.

Ms. Goto said one example of
failed crisis management involved
TWA Flight 800, which exploded
off of Long Island in New York

shortly after takeoff in 1996, killing
all 230 people aboard.

TWA's chief executive officer was

not publicly involved until days af-
ter the crash, and the public was
outraged by what was perceived as a
the lack of compassion by the com-
pany, said Ms. Goto.

Conversely, the CEO of Alaska
Airlines-which remains in busi-

ness-came out before the public
immediately following the crash of
one of its planes off the coast of
California in 2000 that resulted in

the killing of all 88 people aboard.
"There was instant communica-

tion," Ms. Goto said. The company
"set the bar up to a higher stan-
dard" for others' response to similar
accidents, she said.

Also speaking during the session
was Lori Brassell-Cicchini, El Dora-

do, Hills, Calif.-based assistant vp,
catastrophe services, for ESIS Inc., a
risk management services compa-
ny. Among the mistakes companies
make is "playing ostrich" when
a crisis develops, Ms. Brassell-Cic-
chini said. "It never works," she
said.

Be proactive rather than reactive,
avoid the use of jargon and
acronyms and do not assume that
truth will triumph, Ms. Brassell-Cic-
chini warned. "It's only in the
movies that truth triumphs," she
said. She emphasized that the com-
pany must talk about what hap-
pened.

It is also important that the com-
pany communicate one message in
one voice, and that includes com-
munication from rank-and-file em-

ployees as well as top officials. "It
has to be a consistent message,
because it's going to be repeated
continually," said Ms. Brassell-Cic-
chini, who also moderated the ses-
sion.
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6uernsey rolls out altern
Domicile also makes law change
to ring-fence protected cell assets

By SARAH VEYSEY

ST. PETER PORT, Guernsey-
Guernsey has expanded the cate-
gories of captive structures that can
be established in the domicile to in-

clude segregated cell companies in
which individual cells are more

closely insulated from the liabilities
of other cells in the entity.

The so-called "incorporated cell
companies" could prove attractive

Suncor settles

interruption
claim from fire

By SARAH VEYSEY

CALGARY, Alberta-Suncor Ener-

gy Inc. has settled a business inter-
ruption claim stemming from a
2005 fire at one of its oil sands up-
grading facilities for about $980
million Canadian ($866.0 million).

Calgary, Alberta-based Suncor
said about $385 million Canadian

($340.2 million) of the total will be
recorded in the company's first-
quarter results slated for May 4,
while about $594 million Canadian

($524.9 million) is slated for 2005.
"The settlement of our business

interruption claims is a major mile-
stone in the fire recovery," Ken Al-
ley, senior vp and chief financial of-
ficer of Suncor, said in a statement.

Suncor is a member of the

Bermuda-based energy mutual sEn-
ergy Insurance Ltd. that provides
business interruption and excess
property coverage, a spokesman for
Suncor said. The mutual an-

nounced in April that it was sus-
pending underwriting.

The fire at Suncor's oil sands fa-

cility in Fort McMurray, Alberta,
where the company extracts and
upgrades oil sands into synthetic
oil, also caused property damage.
Suncor said in the statement that it

was working with its insurers to set-
tle the property claim.

Suncor's primary property cover is
underwritten by OIL Insurance Ltd.,
the Bermuda-based energy mutual
that is a partner company to sEner-
grthe Suncor spokesman said.

The company said it had received
about $115 million Canadian

($101.6 million) from its property
loss policy in 2005, and that total
property claims resulting from the
fire are not expected to exceed the
full policy limit of about $290 mil-
lion Canadian ($256.3 million).

Suncor said that, in all, it expects
to recoup about $1.2 billion Cana-
dian ($1.06 billion) in insurance for
business interruption and property
claims.

to captive owners with complex in-
surance arrangements, though
owners with more traditional pro-
grams will most likely continue to
use protected cell companies, ex-
perts say.

The States of Guernsey, the is-
land's government, also approved
modifications to the law for PCCs, a
form of rent-a-captive that was in-
troduced in the British crown de-

pendency in the 1990s.

ative captive tool
ICCs originated in Guernsey's

Channel Island neighbor of Jersey,
where they are used primarily for
structured finance deals, sources

say.
The structure establishes cells as

legal companies in their own right
and will be a useful tool for captive
owners, experts say.

The introduction of ICCs is "an-

other structuring tool in the arse-
nal" for captive parents, said Mark
Helyar, a partner at the St. Peter
Port, Guernsey-based law firm of
Bedell Cristin Guernsey.

"ICCs are an extension of the

PCC concept and are being made
available to be used as structures by

the insurance sector in Guernsey....
We welcome the potential added
flexibility that the legislation will
provide," Peter Neville, director
general of the Guernsey Financial
Services Commission, commented
in an e-mail.

Unlike PCCs, each cell within an

ICC is an incorporated company
with its own "legal identity," said
Mr. Helyar.

This will enable owners to trans-

act among cells or to float off cells
as separate entities, among other
things.

The structure would make it easi-

See GUERNSEY / next page

Martin Dahlin, a star striker for the Blackburn Rovers professional soccer team, was injured during a practice match
in 1997. Mr. Dahlin retired in 1999, following failed attempts to return to the game.

Disability policy doesn't cover
soccer player's injury: Court

By JONATHAN GARDNER

LONDON-A professional soccer player whose career at
a top-flight English team ended due to back pain was
suffering from a degenerative condition that is not cow
ered by the club's disability policy, a U.K. High Court
judge ruled last month.

Martin Dahlin, who played for Sweden in interna-
tional competition and was a striker for the Blackburn
Rovers, a member of the English Premier league with
clubs such as Manchester United and Chelsea, was in-

jured during a practice match in 1997 and, after failed
attempts to come back from the injury, retired in 1999.

In 2002, Blackburn, which had signed Mr. Dahlin for
£1.8 million ($2.9 million) three months before he was
injured, sought compensation under its disability poli-
cy, which was underwritten by Avon Insurance P.L.C.
in Stratford-upon-Avon, England. The Blackburn, Eng-
land-based club argued that the training injury resulted
in Mr. Dahlin's permanent disability.

Avon, however, denied the claim, saying that Mr.
Dahlin's disability was a result of a degenerative disor-
der in Mr. Dahlin's spinal cord discs, and not as a result
of the acute injury. Degenerative conditions were ex-

cluded from coverage under the policy.
Blackburn then sued the insurer in 2003 seeking £4

million ($7.2 million) in damages.
A trial court judge in 2004 ruled in favor of Black-

burn, but the ruling was overturned on appeal in 2005.
The High Court upheld the appeals court ruling.

In backing Avon, the High Court rejected Blackburn's
argument that the policy should cover the injury be-
cause while soccer players commonly suffer spinal de-
generation, few are disabled by the disc prolapse that
Mr. Dahlin suffered.

Instead, the High Court supported Avon's claim that
Mr. Dahlin suffered the disc prolapse because of his de-
generative spinal disorder, which was outside the scope
of the insurance policy.

"In any event, (degenerative disc disorder) need not
be the cause, so long as it is a cause, in order to fail to
come within the insuring clause," Justice Linda Dobbs
wrote in her judgment. "This medical evidence is not
adequately rebutted by the claimant."

An Avon spokesman said: "We're pleased that the
case has been finalized and Avon's position has been
supported by the court."

A Rovers spokesman said the club had no comment.

Updates
Aon terror map
reveals countries' risks
Terrorism risk has increased in

five countries over the past year,
according to the annual terrorism
threat map published by Aon Ltd.,
the London-based arm of Aon

Corp. According to Aon, the
threat of terrorism increased in

Denmark, whose status was
changed to "elevated risk" from
"guarded risk"; Egypt, which is
now rated "high risk"; Jordan,
which is rated "severe risk";

Mauritania, which is rated

"elevated risk"; and Uzbekistan,
also rated "elevated risk." Aon's

map ranks countries' risks on a
five-point scale ranging from "low
risk" to "severe risk."

Shareholders OK
SVB restructure

Shareholders of London-based

SVB Holdings P.L.C. have voted in
favor of a scheme of

arrangement that would
restructure the group and enable
it to set up a U.K.-based insurance
company. SVB, which operates
two syndicates at Lloyd's of
London, is planning to set up a
holding company, Novae Group
P.L.C., and an insurance company,
Novae Insurance Co. Ltd., that

would be ring-fenced from the
legacy business written by
SVB's Lloyd's operations. Novae
will write liability business for
small- and medium-sized

businesses in the United

Kingdom.

Lloyd's hires COO
for Shanghai operations
Lloyd's of London has appointed
lan Faragher chief operating
officer of Lloyd's Reinsurance Co.
(China) Ltd., its onshore
reinsurance operation in
Shanghai. Mr. Faragher will join
Lloyd's China on May 15. He
previously was chief operating
officer of the Hong-Kong-based
educational organization English
Schools Foundation. Before that,

Mr. Faragher served as president
and COO-Asia for Liberty Mutual
Ltd.

U.K. pension regulator
gets tough on deficits
The United Kingdom's pension
regulator said strengthening the
funding of defined benefit plans,
improving the governance of
occupational pension plans and
reducing the risks to the
members of defined contribution

plans are its main strategic
challenges over the next three
years. In its medium-term

strategy document, published last
week, the London-based Pensions

Regulator said that it aims for all
defined benefit pension plans to
have completed plan specific
funding valuations and for those
with deficits to have reached

agreement on recovery plans
with the regulator.
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Guernsey: Protected cell company law modified
Continued from previous page

er for a company to set up a cell to
judge whether a captive is a suitable
mechanism for certain of its risks

and later convert that cell into a

single-parent captive, said Chris Le
Conte, managing director of Aon
Insurance Managers in St. Peter
Port,

In addition, because the cells in

an ICC would be independent legal
entities, they could be used to con-
tract with other cells, Mr. Le Conte
said, enabling, for example, one cell
to reinsure another, he said.

The ICC structure likely will
make it easier for captive owners to
"novate"-or transfer-books of

business, he added.

Merise Wheatley, managing di-
rector of St. Peter Port-based Heath

Lambert Insurance Management
(Guernsey) Ltd. and chairman of
the Guernsey Insurance Co. Man-
agement Assn., said the ICC struc-
ture will likely be useful for large,
complex groups that want to facili-
tate borrowing between cells,
among other things.

Smaller or medium-sized captive
owners still will likely favor the

PCC structure, Ms. Wheatley said,
which offers "a cheaper, simpler
and less time-consuming alterr_a-
tive to the full captive insurance
company."

The ICC structure likely will pro-
vide more cerainty in international
law courts that the assets of a cell

within an ICC :annot be seized in

the event of =he insolvency of an-
cther cell within the same entity.

While the potential for assets to

te tapped by creditors of insolvent
cells has been a concern for some

FCC cell owners, the structure of

FCCs does offer sufficient protec-
ton for most captive owners,
sources say.

Owners of PECs tend to lodge
their assets with banks or custodi-

ans to avoid such risks, Ms. Wheat-

ley noted.
In addition to enacting the ICC

legislation, Guernsey made changes
to the law governing PCCs in order
to address some of these concerns.

Previously, according to Mr. Hel-
yar, there was "a reasonable pre-
sumption contained in Guernsey
law that once the assets of an indi-

vidual cell are exhausted, in the ab-

sence of sufficient assets within the

relevant cell to satisfy that liability,
recourse could be had by a creditor
to the noncellular-or core-assets

of the PCC to settle the liability."
The law has been altered,

though, so that the presumption is
reversed and creditors will not have

an automatic right to proceed
against the core assets of a PCC un-
less there is a specific agreement in
place to enable them to do so, Mi.
Helyar said.

The change of law governing PCC
structures potentially could prove
more important for the captive in-
surance industry than the introduc-
tion of ICC legislation, according to
Ian Swan, a barrister at the law firm

of Babbe Le Pelley Tostevin in St. Pe-
ter Port. He said the ICCs are likely
to be popular with the investment
funds industry in Guernsey but it
"remains to be seen to what extent

they will, in practice, be used by the
captive insurance sector."

The changes to the PCC law that
will strengthen ring-fencing of core
assets may prove to be more signifi-
cant for captive owners, Mr. Swan
said.

Rate levels up: Survey
Rates increased for both property
and general liability lines in the
first quarter of 2006, but conditions
overall suggest that the insurance
market generally remains sift, ac-
cording to the latest findings of the
RIMS Benchmark Survey.

The survey, which is produced
for RIMS by New York-based Ad-
visen Ltd., collects data from partic-
ipating risk managers.

In terms of property insurance,
70% of survey participan-s said
their coverage cost more in the first
quarter of 2006 than it did in the
same quarter last year, witn rates
rising by nearly 7% on average.

The first quarter of this year
marked the second consecutive

quarter of increased property rates,
following several quarters during
which prices fell.

Advisen analysts attribuled the
upward movement in pioperty
rates to insurers' response to the
devastating hurricane losses in
2005.

"The property pricing increases
were a knee-jerk reaction by under-
writers to the hurricane catastrophe
losses, but probably will not be sus-

Mayl, 2006

tainable," David Bradford, editor-

in-chief at Advisen, said in a state-
ment.

"The insurance industry posted
a profit for 2005 despite record
catastrophe losses and experienced
strong growth in policyholders'
surplus, indicating that rate levels
are still stalwart and capacity
is abundant in most lines. Condi-

tions are ripe for further softening,"
he said.

In general liability, rates rose
by 5.1% on average compared with
the same quarter in 2005-revers-
ing several quarters of price drops-
though Advisen analysts believe
that rates in the most recent quarter
"may have may have been
temporarily pulled higher by
the spike in property premium
levels, but will return to the perva-
sive softening trend by next quar-
ter."

Other liability lines saw price de-
creases. Directors and officer liabili-

ty rates, for example, were down
3.5%, while workers compensation
rates fell by around 3%, Advisen
found.

-By Matt Scroggins
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Shell: Reinsurer charges captive issued pollcy after explosion occurred
Continued from page 3 ther hability, court fillngs say were named as additional insureds bility policy didn't provide suffi- The arbitrators also accepted No-
terprises LLC Among the assets At the time of the pipeline break, in endorsements to the Noble poli- cient limits In October 2000, 16 ble's argument that it issued the cer-
that Texaco transferred to Equilon Shell was insured by its captive, No- cy and reinsurance agreements, but months after the accident, Noble is- tificate policy to Equilon simply to
was its 37 45% ownership of OPL. ble, which provided $650 milhon OPL was not specifically named as sued a "certificate policy" to Equi- clanfy the terms of its coverage and

OPL's other owners included At- m hability limits excess of a $20 an additional insured, court papers lon, effective retroactively to 1999 that the certificate did not represent
lantic Richfield Co., and the OPL million self-insured retention. No- say The certificate policy incorporated an abuse
pipeline was transporting gasoline ble acted only as a fronting insurer, With the ARCO settlement, No- the terms of the Noble-Shell policy, In the context of Noble's deal-

from an ARCO refinery in north- though, ceding 100% of its risk to ble expected its affected reinsurers including an endorsement tnat ex- ings, "there seems to be a habit of
west Washington when it ruptured nine reinsurers to contribute 56% of their limits to- tended coverage to entities in retroactive insurance without abu-

After the accident, ARCO and its National Union Fire Insurance ward Shell's $112 milhon payment, which Equilon owned more than sive intent," the panel wrote
insurers sued Equilon and OPL for Co of Pittsburgh, Pa, an American the percentage again reflecting 5% but less than 100% of the equi- Soon after the decision, Gerling
more than $563 million in business International Group Inc unit, wrote Shell's stake in Equilon All of the ty, such as OPL, court filings say filed suit against Noble and Shell in
interruption losses resulting from an initial $100 million layer of the exposed reinsurers agreed to pay Under the terms of the reinsur- Vermont The lawsuit charges that
ARCO's inability to use the pipeline reinsurance program, followed by their shares except Gerling, accord- ance agreement, the two sides arbi- the retroactive certificate, issued
during the roughly 22 months that Gerling with $50 million; Zurich ing to Noble's court filtngs trated the dispute in London earlier without Gerling's knowledge,
it was closed by regulators North America's Steadfast Insurance this year Last month, a three-mem- amounted to misrepresentation by

Faced with the ARCO claim, Co with $50 million, AIG's Starr Ex- Scope of coverage ber panel decided against Gerling, Noble and a breach of the captive's
OPL-which had $50 million in ha- cess Liability Insurance Intemation- awarding Noble the $14 million duty of good faith to its reinsurers
bility coverage written by London- al Inc with $75 million; XL Capital According to Noble, Gerling was balance of its claim. In addition to an order blocking
based Hiscox Dedicated Corporate Ltd with $150 millson, Oil Casualty obligated to pay $28 million, or The panel found that the Noble- enforcement of the $14 million
Member Ltd.-ftled for bankruptcy Insurance Ltd with $100 million, 56% of its $50 million layer Ger- Shell pollcy covered OPL under the award, Gerling has asked the court

In December 2004, insurers for Starr Excess with an additional $25 ling paid only $14 million, though, endorsement extendmg coverage to to vacate the award and to allow
Shell and Texaco settled the ARCO million, Commercial Union Insur- arguing that half of the liability re- partly owned affiliates While the Gerling to rescind its reinsurance
claim for $200 million, with Shell ance Co with $25 million. Swiss lated to OPL and that OPL was not endorsement apphed to affiliates to agreement with Noble
contributing $112 million-com- Reinsurance Co with $25 million, covered under the Noble policy which Noble "issues a policy," the Noble, in asking the court to dis-
mensurate with its 56% stake in and Lumbermen's Mutual Casualty Gerling charges that Shell and panel accepted Noble's argument solve its restraining order, argues
Equilon-and Texaco the remain- Co with $50 milhon Noble improperly extended cover- that lt would be an "unnecessary that the arbitration panel has al-
ing $88 million The settlement re- Equilon and various other Shell age to OPL after the pipeline acci- formality" for the captive to have ready considered Gerling's con-
leased Equilon and OPL from fur- limited hability company affiliates dent, knowing that OPL's own lia- issued a policy directly to OPL tentions and relected them

Asbestos: Concerns surround ruling Connecticut: Viable domicile

Continued from page 3 litlgation for the U S Chamber of client but for the "family members Continued from page 4 captive legislation in response to
to persons exposed offsite, m part Commerce said· "This is an unfortu- of New Jersey workers that work in tructure," said Dan Labne, chief ex- the huge damages caused by Hurn-
because many traditional product nate-and misguided-expansion of environments where they're ex- ecutive officer in the Cheshire, cane Ivan in 2004
liability defendants have been premises liabillty Fortunately, other posed to toxic" substances Conn, office of Housing Authonty In addition, last year several U S
forced into bankruptcy," said Mark states-hke Georgia and New York- Mr Greatrex noted that Mr 011- Risk Retention Group, a Vermont- domiciles overhauled their statutes
Behrens, a partner in Kansas City, have seen fit to rem in the potential vo had been exposed to asbestos in domiciled RRG. to attract more captives Delaware,
Mo -based law firm Shook, Hardy & for the kind of unlimited liability the 19505, 19605 and 1970s "I "Connecticut could become a vt- for example, slashed premium tax-
Bacon L L P 's Washington office New Jersey now seems to endorse would like to think that m today's able captive domicile," said Nick es, setting up a tax formula that
Mr Behrens worked on a brief sup- "The New Jersey Supreme Court world, industrial sites are a lot Pearson, a partner in New York would especially benefit small start-
porting Exxon Mobil on behalf of golng the other way gives the plain- cleaner," he said with the law firm Edwards Angell, up captives.
the American Tort Reform Assn, tiffs bar a decision that they wlll try "Is this going to open up the Palmer & Dodge LLP The fact that Additionally, Utah eliminated
the U S Chamber of Commerce, to shop around to other courts," said floodgates?" asked Mr Greatrex "I Connecticut lacks a captive statute captive premium taxes, while both
the National Assn of Manufacturers Mr Behrens "Most courts that look don't think so I think for people 15 "an oversight that should be Montana and Nevada placed caps
and other business groups at the issue should adopt the reason- who have already been exposed remedied," Mr. Pearson added on the maximum premium taxes

"Generally, property owner lia- mg of New York and Georgia and fo- and become 111 as result of it, it WIll Connecticut is at least tne third captives pay
bility stops at the property line," cusonthepublicpolicy implications give them the opportunity for full state this year in which legislation Indeed, the United States, over

said Mr Behrens, who noted that of these cases " He said the two recovery for their damages from all to allow the formation of captives the past two decades has emerged
courts in both Georgia and New courts had examined "a lot of fac- responsible parties, including prem- has been introduced. A measure, as a malor captive hub, with more
York have recently taken a less ex- tors, particularly the possibihty ofan ises owners. It's hopefully going to similar to the Connecticut 3111, was than 1,000 captives licensed in
pansive view of landowner liability open-ended population of plainttffs" cause premises owners to be more introduced earher this year in New states with captive laws
in asbestos injury cases emerging New Jersey, however, had diligent" in making workplaces Jersey The New Jersey bill, intro- Of the world's 20 largest domi-

The actual scope of the offsite as- traditionally placed "great weight on safer for both their workers and the duced by Assemblyman Neil Co- ciles, seven-Arizona, the District
bestos exposure involved in the Oh- the foreseeability of harm " people at home, he said hen, D-Union, has not yet been of Columbia, Hawan, Nevada, New
vo case may be limited, but expand- While "most state courts probably "I think it Will have an impact considered by state legislators York, South Carolina and Ver-

ed liability is of concern, said one would not place the same weight on across the country," he said "Part of And last month, Alabama passed mont-are in the United States
trade association attorney foreseeabihty as the New Jersey court the process of researching this ap-

"As a practical matter, the num- did," the decision may not impact peal is to find what other states had
ber of situatlons where an employee "Just the relatively few" people who dealt with the issue in their courts," Insurance, I want to make a couple
is likely to bnng home a hazardous are sick, but could result in "count- and the New Jersey Supreme Court Letters of points
substance is fairly small," said less cases on the beneftt of people was the ftrst supreme court to ad- A more correct headline than

Quentin Riegel, vp-litigation for with little or no injury" who were ex- dress the issue so directly Continued from page 8 "NRA Targets Workplace Gun
NAM in Washington "But the prln- posed to offsite asbestos, said Mr "Spouses at home are not Just ex- building on successes heretofore Bans" would be "NRA Targets Park-
ciple of holding a landlord liable for Behrens. posed in New Jersey-they're ex- realized in places like New York and ing Lot Gun Bans " Plus, the
activities that occur offsite could Mr. Olivo's attorney, George posed all over the country This fashioning those lessons learned column does not touch on the
have unintended consequences " Greatrex Jr, a partner m the law finn may provide some guidance for into programs that woIk best true purpose of National Rifle Assn

In an e-mail, Robin S Conrad, se- Shivers, Gosnay & Greatrex L.L.C m some other courts .on how to pro- for the people of the common- efforts until the end of the
nior vp of the National Chamber Lit- Cherry Hill, NJ, called the decision tect the workers and workers fami- wealth item, and then only very briefly
igation Center Inc , which handles "hugely signlficant" not only for his lies," Mr. Greatrex said. Gregory V. Serio At no time has the NRA

Managing Director challenged employers from ban-
Park Strategies LLC ning firearms from the "work-

New York place," only that employeesHome Depot: Employee claims religious bias not be sublect to termination
The wnter is a »mer New York Super- and other disciplinary actions

Continued from page 4 creasing the hkehhood that the em- sion and the U S. Dept of Justice, intendent OfInsumnce for having legal firearms in their
Sundays off would place an undue ployer would have to pay overtime Civil Rights Division, in Washing- vehicles

burden upon it "It contends that premiums, says the opinion "We ton and by the American Jewish The true purpose The legislation pending in Flon-
Baker's request for Sundays off leave this defense also for consider- Congress in New York da is to correct this imbalance.

would require his 'co-workers to ation by the district court in the of firearm bans You can find more information

shoulder a larger workload of unde- first instance." Bradley Baker, plamtiff-appellant, vs on this subject at www nra-ila.org.
sirable shifts, which, in turn, fosters Briefs in support of Mr Baker The Home Depot, deferidant-appellee, To the editor Regarding leanne Ronald D. Buzek

lower morale and decreased produc- were filed by the US. Equal Em- United States Court OfAppeals for the Wolcik's Between the Lines col- Evans Insurance Agency
tivity, while at the same time in- ployment Opportunity Commis- 2nd Circuit, No. 05-1069-cv umn in the Apnl 3 issue of Business Akron, Ohio
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ACE: Insurer settles with Spitzer TRIA: Federal role still needed in terror coverage
Continued from page 1 In another contract, ACE agreed Continued from page 1 working group those in Congress who are not fond

insurer settlements may be "closer to in 2000 to provide $60 million in holders," he said "We feel it's a very important issue of the program," said Mr Wood

the end than the beginning," a per- coverage to American Capital Ac- "We pointed out the reinsurance and our clients expect us to be proac- Whatever happens with the pro-
son familiar with the investigations cess, a credit insurance unit of New aspect Everything revolves around tive on it," said Jill Dalton, manag- gram, the solution must be a long-
said York-based ACA Capital, for a $60 the lack of a reinsurance market- 1ng director m Marsh's North Amen- term one rather than a short-term

In his lawsuit against Marsh and million premium, making it essen- place," said Martin DuPoy, who can property practice in New York fix, said Ben McKay, acting head of
in other court ftlings, Mr Spitzer cit- tially a loan, the settlement charges spoke on behalf of CIAT as vp-gov- "While we understand the federal the Property Casualty Insurers Assn
ed a handful of insurers for collud- The ACA contract featured two se- ernment relations for the Washing- government's role in insunng ter- of America's Washington office
ing in bid rigging, including AIG, cret side agreements guaranteeing ton-based National Assn of Real Es- ronsm was meant to be short-term, "The main thing we're calling for
Zurich, ACE, Hartford Financial Ser- and capping ACE's profit at tate Investment Trusts "Everything quite frankly, three and even five is a long-term solution to this crisis
vices Group Inc, Liberty Interna- $500,000 and eliminating any risk goes back to the question of rein- years is not enough time for the We believe that the threat of terror-
tional Underwriters Inc and the Mu- of loss, regulators allege An ACA of- surance Currently there is capacity markets to adlust to the increased ism isn't golng to subside in the fore-
nich-American RiskPartners unit of ficial dechned to comment in the market to provide terrorism exposures; said Ms Dalton in writ- seeable futuIe and a program to pro-
Amencan Re Corp ACE also used finite reinsurance risk insurance only because the fed- ten comments submitted by Marsh tect the economic interest of Amen-

AIG, Zurich and ACE were to shift losses improperly among its eral government has stepped in If to the working group She added ca is crucial Until such time as we
Marsh's three largest excess casualty subsidiaries, the settlement charges the government steps aside, there is that Marsh believes that the pro- can either predict the frequency and
markets in that group Additional In one 2000 deal, ACE Tempest little or no evidence that there is a gram "is doing exactly what it was seventy of terronst attacks, we're not
settlements are expected in coming Reinsurance Ltd agreed to pay $ 70 viable private reinsurance market to intended to do, namely to foster the going to be able to appropriately
months million to affillate ACE Bermuda In- take its place " creation of new capacity, to force pnce it, thus necessitating some sort

Representatives of Hartford, Liber- surance Ltd. for $120 milhon in cov- Ellen Vmck, immechate past presi- insurers to learn how to underwrite of backstop or partnership if we're
ty and Munich-American only erage. Under another secret side dent of the Risk & Insurance Man- the risk by making the offer of cow going to wnte it," said Mr McKay
would say that the insurers continue agreement, though, the two affili- agement Society Inc, said that RNS erage mandatory, and more impor- In its comments, the CIAB also
to cooperate with regulators ates agreed to cancel the deal as soon sent its comments to the working tantly to give American businesses noted problems with terrorism

ACE's settlement last week re- as ACE Tempest Re had paid the frrst group, asking for a "seat at the table" the financial secunty they need" catastrophe modelmg as adding un-
solves investigations by Mr Spitzer $45 milhon in premiums and a $5 7 as well as calling for the closing of Joel Wood, senior vp for the certainty to the issue "The extreme
and the attorneys general of Con- million fee to ACE Bermuda The certain gaps in coverage that exist Council of Insurance Agents & Bro- variations in terrorism insurance
nectlcut and Illinois Under the deal, contract thus appeared to remove under the current program "If RIMS keri in Washington, also noted that availability and pricing reflect the
ACE agreed to pay $40 million in losses from ACE Tempest Re's books, has one seat at the table, you have a straightforward extension of the difficulty in predicting the likeli-
restitution to policyholders dam- freeing up capital for it to write oth- 4,000 policyholders at the table," backstop isn't likely hood of a terrorist event," said the

aged by the alleged bid rigging It er busmess, regulators charge said Ms Vinck, who is also vp-risk "It's critical for the mdustry and CIAB m a statement "Terronsm rlsk

will also pay penalties of $24 million The settlement also cites a num- management and benefits for BAE policyholders to work together to models cannot simply follow mod-
to New York and $8 million each to ber of cases, several reported before, Systems Ship Repair m San Diego create an alternative market mecha- els for natural catastrophes, which
the other two states in which ACE provided phony ex- A prominent broker also cited nism that doesn't look, smell or feel do not involve human intent "

Following the form of previous in- cess casualty quotes to support policyholder concerns as a reason like TRIA that could pass the pollti- The Washington-based American
surer settlements, ACE promised to Marsh's scheme to rig bids m favor for submitting comments to the cal test of the administration and Insurance Assn also cited difficul-
comply with several business re- of incumbent Insurers. In one case, ties in modeling terronsm rlsk in its

forms, including improved compen- for example, an ACE underwriter | comments.

sation disclosure, tighter controls on raised the insurer's $990,000 bid on
finite reinsurance transactions and one program to $11 million at 5 ABA urges permanent "In the terrorism context, deter-

ministic modeling presents signift-
added reinsurance reporting obliga- Marsh's request to avoid competing cant limitations Flrst, the technique

tions to regulators with AIG, the incumbent insurer

In a conference call with stock an- 1 terror cover solution is based on an assumed event," said

ACE's participation in the Marsh the AIA in a statement "If the actual

alysts last week, ACE President and scheme allowed it to gain excess ca- event exceeds the assumed event,

Chief Executive Officer Evan Green- sualty market share with "phenome- The pre-emption of state insur- said the task force began work- the Insurer's losses would be greater
berg said that ACE "had already nal speed," the settlement notes In ance pncing laws and the exten- ing on the paper last fall as than management expects Second,
come in line ourselves voluntarily 2001, before entering the scheme, sion of terrorism insurance cov- Congress debated extending the the technique assumes a single
with anything that they were asking ACE received only $5 million in ex- erage to such perils as nuclear, backstop--which was initially event in the future That is, the in-

us to do," and that the deal imposes cess casualty premiums from Marsh, biological and chemical losses scheduled to end on Dec, 31, surer manages against one event
"no addittonal restnctions on us" by 2004, it got $93 5 million, and should be part of a "permanent 2005-for another two years over any given period of time

The settlement outlines a variety ACE was Marsh's third-largest excess government/industry solution In addition to endorsing a'per- Third, the technique does not con-
of charges against ACE, including casualty market, regulators say to the provision of terrorism in- manent public/private partner- sider the likehhood of the selected

that it entered into half a dozen ACE also improperly helped bro- surance, according to an Amen- ship, the ABA task force also rec- event Finally, modehng is generally

sham reinsurance contracts that kers in other ways An official of can Bar Assn task force ommended that only available for property, workers
transferred no risk, and that it Will- Willis Group Holdings Ltd told ACE "It seems unhkely that the rlsk • Federal law pre-empt state compensation and group life insur-
ingly provided bogus premium m 2003 that he was under

I

signifi- of terrorism, or what we know pricing and coverage require- ance-not hability insurance "

quotes to help Marsh rig client in- cant pressure" to meet year-end rev- about that nsk, will so change m ments for terrorism insurance to
surance placements enue targets and asked ACE to pay the next two years that the mar- "allow market forces to operate Senior Editor Sally Roberts contnbuted

One of the reinsurance contracts, Willis $500,000 up front for business ket will be willing and able to to set the price for terrorism in- to this report

the document says, was a 1998 deal that he promised to produce in provide terronsm msurance with- surance, which wlll allow devel-
in which London-based Hiscox Syn- 2004, the settlement charges out the backstop" provided un- opment of capital and resources
dicates Ltd paid ACE $45 million for ACE paid the $500,000, and Susan der the Terrorism Risk Insurance for purchasing reinsurance " ADVERTISER
$50 milhon in coverage on business Rivera, then president of ACE's Extension Act, said the Federal • Coverage be expanded to
that was expected to produce at least North American opetattons, provid- Involvement m Insurance Regu- nuclear, biological, chemical
$50 milhon in losses To protect ACE ed fraudulent e-mails-that Willis lation Modernization Task Force and radiological losses Doing so INDEX
from a loss, though, the two insurers had actually drafted-indicating of the ABA's Tort Tnal and Insur- "would provide the benefits of
signed a side agreement that ACE that Willis was entitled to the pay- ance Practice Section in a paper ' insurance, such as incentives for issue of May 1
would not have to pay any claims ment Willis then gave the e-mails to released a few days ago TRIEA, mitigation and a claims-han- ADVERTISER PAGE #

until 2002, giving it time to earn its auditors to support booking the which provides a federal fmanaal dling apparatus, wmch would be Ace 19

enough investment income to cover revenue, regulators charge guarantee to insurers facing fu- supenor to reliance on after-the- ActiveHealth 7

the $5 million gap. Ms Rivera-now president of the ture catastrophic terronst attacks, fact governmental relief to ad-
Adrian's Bordereaux 24

Aetna Corporate 11

ACE inadvertently showed a copy New York-based Praetorian Financial is slated to e*re Dec 31,2007 dress the economic impact of Aon Corporation 2

of the side agreement to its auditors, Group umt of Hannover Re Group-- "The task force therefore rec- such an event " Arch Insurance 17

who then refused to treat the con- declined through a spokesman to ommends that a permanent • Coverage be expanded to in- Blue Cross Blue Shield of Illinois 23A

tract as reinsurance for accounting comment A Willts spokesman not- government/industry solution clude acts of domestic terronsm Blue Cross Blue Shield

of Massachusetts 238

purposes, according to the settle- ed that the issue was raised and re- be developed and adopted that as well as those perpetrated by · Broadspire 21

ment Rather than abandon the solved in Willis' 2005 settlement will continue to provide the terronsts acting on behalf of for- Burnham System 24

deal, ACE told its auditors that it with Mr Spitzer framework necessary for market eign interests Business Insurance 10, 23, 27

would proceed without the side As part of its settlement, ACE net- forces to develop capacity for • Finanaal and market circum- Carvill 31

Chubb 15
agreement, in reality, though, ACE ther admitted nor denied the highly unpredictable terrorism stances be used to set retentions

Cingular Wireless 9

simply made a verbal agreement charges but acknowledged that"cer- nsk,"according to the paper. Domg so would permit retentions
Discover Re 14

with Hiscox to go ahead under the tam of its employees violated both Francine Semaya, the task to be set high enough to create Hilb Rogal Hobbs Co 18

original terms, regulators charge acceptable business practices and force chair and a member in the demand for remsurance while re- Lexington Insurance 24

Bronek Masojada, Hiscox's chief ACE's own standards of conduct. New York offtce of the Philadel- maming low enough "to a*oid Marsh Inc 32

executive, said that Hiscox account- ACE apologizes for this conduct It j phia-based law firm of Cozen significant nsks of insolvency," Maximum Independent Brokerage 29
Prudential 16

ed for the contract properly "This is has reformed ltS business practices ) O'Connor, called the paper "an according to the task force Wausau Insurance Companies 5

about ACE's accounting treatment, and 15 satisfied that this behavior 1 educational piece." Ms. Semaya -By Mark A. H*tann
XL Insurance 12

not Hiscox's," he said. will not be repeated "
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Massachusetts: Mulling paid family leave bill Late News
Continued from page 1 program would reduce employee employees-r roughly 1 1% of an
would be eligible to take family turnover "This saves companies the eligible workforce of nearly 13 mil- Continued from page 1 changes under consideration In
leave only if the individual had cost of hiring and training replace- lion-tapped the program in its flrst don't provide health Insurance The Hembruff vs. Ontano Municipal
worked for his or her current em- ment workers," he said full year. That compares with the provision, vetoed by the governor Employees Retirement Board, the
ployer for the prior nine months Others also see a beneficial im- California Employment Develop- earlier this month, requires Ontario Court of Appeal had ruled
and for a total of at least 900 hours. pact. "Employees are much less like- ment Department's original esti- employers with at least 11 that the plan administrator had no

The Massachusetts measure-in ly to show up sick," which would mate of 300,000 participants in the employees that do not offer health duty to advise plan members that it
tenns of generosity of benefits-goes reduce the likelihood of other em- first year. insurance or make a "fair and was contemplating making benefit
far beyond California, which nearly ployees becoming infected, said Observers attnbute that low take- reasonable" contribution toward improvements to the pension plan,
four years ago became the flrst state Marie Killian, a vp in the Philadel- up rate to both the reduced income that coverage to pay an annual overturning a lower court decision
to enact paid family leave legisla- phia office of Aon Consulting the benefit provides and a lack of $295-per-employee fee The state (84 Nov 14,2005) Canadian
tion. Under the California law, Some business groups, though, employee awareness of the benefit. Senate also is expected to override pension experts expressed relief
M hich went into effect in July 2004, say some companies, especially The Massachusetts proposal, if en- the veto The underlying bill, which regarding the Court of Appeal
an employee ehgible for paid family smaller ftrms, would find it difficult acted, likely would generate greater Gov Romney signed earlier this decision, saying the trial court ruling
leave is entitled to 55% of pay, up to to provide 12 weeks of job-protect- participation because of the general- month, requires all state residents would have created an onerous
a weekly maximum of $840 Bene- ed leave. "Some businesses are large ly richer-compared with Califor- to have coverage-if affordable mandate for pension plan
ftts run out after six weeks enough that guaranteeing a lob is nia-benehts provided, experts say. coverage ts available-or face administrators

The California benefit is funded not difficult But for others, it could Yet another unknown is whether financial penalties.
through mandatory employee de- be very hard to lose an employee for employee contnbutions would ade- BP to challenge fine
ductions of 0 08% of salary. The ex- such a long period of time," said quately fund the program "If the Jeb Bush signs
act employee contnbution level has Alan Macdonald, executive director program is not self-sustaimng, there for Ohio plan violations

Fla. tort reform bill
not been set yet for the Mas- of the Massachusetts Business is only one place to turn to," and BP Products North America Inc

sachusetts paid family leave pro- Roundtable m Boston that would be employers, said John Florida Gov. Jeb Bush has signed a disagrees with a $2.4 million fine It
gram, but Sen. Travaglini predicts The 1993 federal Family & Medi- Piro, an attorney with Hewitt Asso- law that repeals the doctrine of received last month from the

that employees would each pay less cal Leave Act guarantees eligible ciates Inc in Norwalk, Conn. Joint and several liability In the Occupational Safety and Health
than $2 a week for the benefit. employees 12 weeks of unpaid Job- It isn't known whether Mas- state. H.8 145, which won Administration for allegedly unsafe

Like Callfomia, the Massachusetts protected leave to meet certain fam- sachusetts legislators will complete legislative approval late last month, operations at an Ohio refinery and
measure would be funded solely Lly situations, but that law does not action on the proposal. Senous con- substitutes a system of proportional plans to challenge it at an informal
through employee contributions apply to compames wlth fewer than siderationismorehkely next year, be- liability-under which a defendant in settlement conference, a company

Paid family leave advocates say 50 employees cause the current session runs out m a civil case pays only Its assigned spokesman said. OSHA fined the
the benefit would be a boon to both Others, while holding off Judg- July, said the MBR's Mr. Macdonald. portion of the damages suffered by company more than $2.2 million for
employees and employers If em- ment until they see all details, say the The health care reform measure the plaintiff-for the Joint and 32 "willful" violations, $140,000 for

ployees were to know that such a measure should be considered on the Massachusetts passed last month is several system, under which any two other willful violations and

benefit is available, they would basis of its Impact on the state's abill- Intended to ensure that 95% of state defendant can be held liable for the another $35,000 for five "serious
have greater peace of mind and be ty to attract and retain employers. residents have coverage within the entire award regardless of that violations at the refinery. These

more productive, said Deborah "The questlonto be asked is how next three years To accomplish defendant's share of blame. "We've included "a number of violations
Cuevas Hill, policy counsel for the this would affect our competitive- that goal, all residents would be re- built one of the most attractive similar to those found during an
National Partnership for Women & ness," said Jim klocke, executive vp quired to obtain insurance, if af- business environments in the world, investigation of the fatal explosion at
Families, a Washington-based farm- of the Greater Boston Chamber of fordable coverage is available, while but to stay competitive we must BP's Texas City, Texas refinery that
1> and health care advocacy group Commerce. the state would expand eligibility continue eliminating impediments claimed the lives of 15 workers and

Sen. Travaglini, in a speech last One big unknown lS how many for Medicaid and subsidize health to our future success," the injured more than 170 others" In
week to the Greater Boston Cham- employees would use paid family insurance premiums for other lower Republican governor said in a March 2005, according to an OSHA
ber of Commerce, said a paid leave leave In California, about 138,000 income individuals statement. statement.

Texas hail storm losses Two insurers take 45%

Bi Stock Index [ 4/24 - 4/281 could top $10OM of Medicare Rx market

A hail storm that raked central Texas Two b,g commercial health insurers
Up-to-the-minute data for all 85 companies that comprise on April 21 may result in more than are dominating the Medicare

the Bi Stock Index can be found at mvw.businessinsurance.com. $100 million in insured losses, prescription drug market,
according to the Insurance Council of according to government statistics
Texas. The Austin-based trade group released Friday Of the nearly 13.8

Percentage change of Largest gains Largest losses estimates that the hail storm will million Medicare beneficianes who
Bi Stock Index vs. key indicators Vesta Insurance Group 18.18% Aetna Inc. -18.26% generate about 17,000 claims, more have purchased coverage from

than half of which will be auto claims Medicare prescription drug plans,

8/ Stock Index Clark Inc. 12.83% Brown & Brown -11.35% A spokesman for the group said that nearly 3 8 million, or 27%, have

2968.12
baseball-size hail fell in the San done so through plans offered byPXRE Group Ltd. 12.62% CIGNA Corp. -10.90%

0.91 Marcos vicinity He said this was UnitedHealth Group, while just over
EMC Insurance Group 12.59% Humana Inc. -8.89% Texas' most destructive hall storm so 2 4 million, or 18% have coverage

far this year. through Humana Inc., the CentersDow Jones Hartford Financial Services 8.13% Ohio Casualty Corp. -8.18%
for Medicare & Medicaid Services

11367.14 Canada Supreme Court reported Other leaders in the
0.17 Weekly change by market segment Medicare PDP market include

declines pension case
Brokers 0.31% WellPoint Inc., with Just over 1

5&P 500 The Supreme Court of Canada million enrollees and a 7 3%

Insurers/reinsurers 1.16% declined to hear the appeal of an market share, and Member Health

1310.61 Ontario Court of Appeal decision Inc., a Solon, Ohio-based
-0.05 Managed care organizations -5.19%

that removed a major obligation prescription benefit manager, with

Source: FinancialContent Inc. (http.##nancia/content com) imposed on pension plan 924,000 enrollees and a 66%

administrators to disclose any plan market share
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