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Concern spreads
about virus risk

By CAROLYN ALDRED

LONDON-Increasingly concerned about
their exposure to losses fromm computer
viruses that can rapidly disable and dam-
age multiple computers, some European
reinsurers are rewriting their contracts to
specifically exclude the risk.

U.S. reinsurers, however, say they believe
the risk already is excluded under their
contracts.

In this era 'of computer connectivity, an
"in the wild" virus can spread through mil-
lions of businesses in hours, producing loss-
es on a geographic scale unprecedented by
any natural catastrophe.

Lloyd's of London underwriters, in par-
ticular, are recognizing the accumulation of
risk that can result from a virus, and are
developing new contract language to pro-

tect themselves from these potentially enor-
mous losses. U.S. reinsurers also are con-

cerned about the risks but so far are not
adding specific coverage restrictions.
Although most property/casualty pro-
grams do not include so-called cyber risk
coverage, the denial of coverage for such
claims has not yet been tested in court. At
the same time, demand for coverage of this

exposure is growing as more risk managers

become aware of viruses' threat.

New coverage wording that will soon be
published by the Non-Marine Assn., which
represents Lloyd's of London underwriters,
seeks to clarify that only computer and in-
formation technology losses stemming from
named perils-which do not include a
virus-can be regarded as a covered event
under property reinsurance treaties.

That wording could leave ceding insurers
especially exposed in situations where they
receive multiple claims for damage caused
by a single wild virus.

The new NMA wording states that:
"Losses arising, directly or indirectly, out
of: (1) loss of, alteration of, or damage to or
(2) a reduction in the functionality, avail-
ability or operation of a computer system,
hardware, program, software, data, infor-
mation repository, microchip, integrated
circuit or similar device in computer equip-
ment or non-computer equipment, whether
the property of the policyholders of the
reinsured or not, do not in and of them-
selves constitute an event unless arising out
of one or more of the following perils: fire,
lightning, explosion, aircraft or vehicle im-
pact, falling objects, windstorm, hail, tor-
nado, cyclone, hurricane, earthquake, vol-

See Viruses on page 55

Blanch taps adviser
on options for future

By DOUGLAS McLEOD

DALLAS-E.VW. Blanch Holdings Inc.
has a "bright future,” but what shape the
future takes for the world's fourth-largest
reinsurance broker remains to be seen, its
officials say.

Buffeted earlier this year by lower-than-
expected earnings, top officer defections
and a plummeting stock price, Blanch last
week announced a third-quarter net loss
and said it is pursuing "strategic alterna-
tives,

including the possible sale of the
company.

The reinsurance brokerage, which has

hired investment adviser Lazard Fr*res &
Co. L.L.C., "is currently in discussions
which may lead to a business combination
or sale," Blanch reported. Blanch officials
did not offer further details of the discus-
sions and noted that there is no guarantee
that a deal will come to pass.

In a conference call with stock analysts,
though, Chairman and Chief Executive Of-
ficer Ted Blanch complained about the im-
pact on the company of "external noise"
from Wall Street investors, the press and
Blanch competitors.

"What we need to examine for the benefit of

See Blanch on page 54

Blanch stock in doldrums

E.W. Blanch Holdings Inc.'s stock price plunged in late March, after it disclosed

lower earnings and the defections of key execs, and it has not yet recovered.
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Banks allow Reliance to delay
payment of $237 million in debt

NEVV YORK-Banks that are owed

$237.5 million by Reliance Group Hold-
ings Inc. agreed not force the troubled in-
surer into bankruptcy when it failed to
pay the debt due Friday, Nov. 10.

The banks and Reliance's bondholders,
who are due $291.5 million on Nov. 15,
have entered into an informal agreement
with regulators in Pennsylvania "not to
exercise any formal remedies available to

Entire contents copyright © 2000 by

Crain Communications Inc. All rights reserved

them" when the payments are not made,

See Updates on next page
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Industry agenda put on hold

By MARK A HOFIVIANN

WASHINGTON-Uncertainty-a con-
dition that fills insurers and risk man-
agers with dread-will likely cloud their
federal legislative agenda for quite some
time as a result of a presidential election
that was still inconclusive late last week.

Tort reform, insurance regulation,
even the fate of the Occupational Safety
and Health Administration's controver-
sial ergonomics proposal, could hinge on
who sits in the VWhite House and
Congress.

"For the most part, | see a continua-
tion of the same kinds of House and Sen-
ate we've had, with perhaps the only
change being that now the majorities
have narrowed somewhat, and that the
governing coalitions will be conservative
Democrats and moderate Republicans,"”
said David Farmer, senior vp-govern-
ment affairs for the Alliance of Ameri-
can Insurers in Washington.

"l would expect a couple more years of
what we have seen in the last couple of
years," he said. The nation isn't looking

for much out of Congress, said Mr.
Farmer.

Who becomes president is most likely
to have the greatest impact on tort re-
forrn.

"Clearly Gov. Bush is a much better
choice" in terms of promoting tort re-
form, said Robert E. Vagley, president of
the American Insurance Assn. in Wash-
ington. Mr. Vagley said a Bush adminis-
tration would mean a "fair to middling"”
chance that some federal tort reform
would be enacted, whereas its chances
under a President Gore would be "nil."
"Tort reform willlargely be swayed by
who eventually becomes president. We
expect that under a Bush presidency,
tort reform will be much more likely,
notwithstanding the narrow Republican

majority," said Daniel Barry, director-
government affairs for the Risk & Insur-
ance Management Society Inc. in New
York.

"l think that obviously, if Mr. Gore is
elected, we don't see the climate chang-
ing for the positive for any sort of tort

See Election on page 51

Leadership at odds

Progress in doubt

By JERRY GEISEL

WASHINGTON-Gridlock on em-
ployee benefit issues has been the norm
on Capitol Hill for several months, with
Republican and Democratic leadership
barely speaking to one another.

Regardless of which presidential can-
didate-Texas Gov. George VW. Bush or
Vice President Al Gore-ultimately wins
the presidential election, that situation
is unlikely to improve during the next
congressional session, Washington ex-
perts say.

With the new president winning by
just a hair and the new Congress almost
evenly divided between the two parties,
an easing of the intense partisanship
that dominated the 106th Congress does-
n't appear likely.

"l think what you have is guaranteed
gridlock," said Helen Darling, a former
Senate health care staffer and now a
consultant in the Stamford, Conn., office
of benefit consultant Watson Wyatt

Worldwide.

"The leadership has been barely talk-
ing to one another. If possible, things
are going to be even more contentious,"”
said Stuart J. Brahs, vp-federal govern-
ment relations in the Washington office
of The Principal Financial Group.

Others, though, predict that on some
benefit issues-most notably pension re-
form-a consensus could develop and
some measure could be enacted.

Regardless of who is elected president
and who controls the Congress, there is a
very broad constituency for improving
retirement income security, said Frank
McArdle, a consultant with Hewitt As-
sociates L.L.C. in Washington.

"Retirement issues will maintain a
very high profile,"” concurred Kyle
Brown, a Watson Wyatt attorney in
Washington.

In addition, for certain issues where
public pressure is overwhelming, such as
adding a prescription drug benefit to the

See Gridlock on page 51
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Taxes

Continued from previous page
Treasury Department study) in a
way is good. As this issue is stud-
ied and understood better, reality
will set in and some of the hype
and exaggeration will disappear,”
said ACE Chairman Brian Duper-
reault.

U.S. insurers behind H.R. 4192,
meanwhile, express satisfaction
that the proposed study would at
least air the issue before lawmak-

"It would, for the first time, de-
clare that there is congression-
al...receptivity to concerns about
related-party reinsurance in tax
havens," noted Joel Freedman, se-
nior vp and director of govern-

ment affairs for Hartford.

The tax fight follows a period of

industry consolidation that has
seen several Bermuda companies
acquire large U.S. operations and
U.S. companies redomesticate to

Bermuda.

These have included ACE,

more-polent competitors for
purely U S.-based companies, and
observers see competitive jockey-
ing as the force behind the recent
protests over a tax regime that has
been in place since 1986.

'As this issue is studied and understood

better, reality will set in and some of the
hype and exaggeration will disappear,’
says Brian Duperreault of ACE Ud.

which last year acquired the
property/casualty units of CIGNA
Corp., and XL, which acquired
Stamford, Conn.-based NAC
Reinsurance Corp.

These operations have become

Outdrive the competition.

Nothing gets you to the green quicker

than @vantage, Atlantic Mutual's new series
of commercial policies. With custom designed
programs for different and diverse industries,
@vantage gives you exactly what your
clients need, including extensive coverage
and Atlantic Mutual's winning service.

For more info on Atlantic Mutual's

powerful new policies, call
1-877-482-6868.

Atlantic Mutual Insurance Company
100 Wall Street, NY, NY 10005

Given the fact that the tax rate
for U.S. property/casualty insur-
ers has been cut sharply by under-
writing losses for at least the last

10 years. "it's a little curious" that
Chubb. Hartford and others

Introducing
comprehensive
commercial-
policies that
give you the

Unfair @vantage

would now claim to be suffering
from a tax disadvantage, observed
Grace Osborne, a director with
Standard & Poor's Corp. in New
York.

"It's clearly competition and
trying to limit competition,"” Don-
ald Watson, another S&P director,
said of the U.S. insurers' motiva-
tion.

Whatever the motives of the in-
surers, the fight broke into the
open earlier this year, when lob-
bying by Chubb, Hartford, Liber-
ty Mutual Insurance Co. and
Kemper Insurance Cos. led to H.R.
4192,

The bill, introduced by Rep.
Nancy L. Johnson, R-Conn.,
would make U.S. companies liable
for taxes on the investment in-
come earned on the premiums
theycede to affiliated foreign

reinsurers.

@vantage”

s*AtlanticMutual

Companies
Whben it countsSM

At the same time, the bill would
exempt these companies from the
1 % excise tax normally charged
on reinsurance premiums ceded

offshore.

Proponents of the bill contend
that the affiliated reinsurance

deals give Bermuda companies an
unfair tax break: While U.S. in-
surers putting up large reserves
must pay tax on the investment
earnings of those reserves at rates
of up to 34%, foreign-affiliated
insurers can cede business to their
affiliates, which can then build up
reserves free of tax, Hartford's
Mr, Freedman argued.

"There's a potential competitive
advantage and inequity produced
if you are a U.S. company taxed in
the U.S. vs. a U.S. company that
happens to be taxed in Bermuda,"
he said.

The alleged tax break has been
one of the reasons behind foreign
acquisitions of U.S. companies
and redomestications offshore, he
added.

"To some extent, those purchas-
es and redomestications have been
done to take advantage of the tax-
free status in Bermuda,” Mr.
Freedman said.

Arguing that the tax break is a
sizable competitive edge, the bill's
insurance company backers have
offered an example showing that
reinsuring business in Bermuda
would boost a U.S. insurer's after-
tax earnings by $11.37 on a $100
premium.

The bill's opponents, though, la-
bel the example flawed; they say
the tax advantage is actually
slight.

The Chubb/Hartford scenario is
based on several unrealistic as-
sumptions, according to an analy-
sis prepared for XL by the law
firm of Vinson & Elkins in Wash-
ington. These assumptions include
that:

- The insurer's combined ratio
is 100%, when the 20-year aver-
age for U.S. property/casualty in-

surers is 107%.

= 100% of the risk is ceded to
Bermuda, and no losses are paid
in the first five years.

= The Bermuda reinsurer incurs
no costs in the transaction, when
reinsurers have numerous operat-
ing costs, including the cost of
providing letters of credit to ced-
ing companies.

* The U.S. insurer pays tax on
investment income at a 35% rate,
when U.S. insurers actually pay at
much-lower rates because of in-
vestments in tax-exempt bonds
and equities.

Using what it describes as
more-realistic assumptions-in-
cluding a 107% combined ratio
and a tax rate on investment in-
come of 27.5%-the XL analysis
concludes that the tax advantage
for Bermuda-affiliated insurers is
actually just $0.05 on a $100 pre-
mium.

"Yes, companies that operate in
a zero corporate income tax envi-
ronment are going to have an ad-
vantage. We don't dispute that,”
XL's Mr. Giordano observed. But
"the advantage is not nearly as
large as Chubb and Hartford
would make it seem.”

Several observers also ex—

pressed doubts that Bermuda-af-
filiated insurers enjoy a big com-
petitive advantage.

"Clearly, there is a regulatory
advantage. That's why you ended
up with capital in Bermuda in the
first place,” said Roy Sedore, a
partner with Baker & McKenzie
in New York, referring to the less-
restrictive regulation that attract-
ed ACE, XL and others.

"Whether there is a huge tax

See Taxes on page 6
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Taxes

Continued from page 4
advantage, you have to make an
awful lot of assumptions on a lot
of variables :0 conclude that there
is an advantage :here."

There may be an advantage,
S&P's Mr. Watson added, but "is
it unfair? I'm rot so certain.”

He noted that, while U.S. in-
come tax is paid on profits, the
1% excise tax is imposed on gross
premiums ceded and that, "if you
are underwriting at a loss, you are
going to pay a heck of a lot more
(being taxed) on a premium basis
than you would on an income ba-
sis."

Apart from questioning the size
of the tax break, observers also
wonder about the broader impact
of imposing new taxes in affiliate

reinsurance.
"There's a real policy issue you

raise when you say you're not go-
ing to accept an arm's-length”

= S I o T B B ||

INn reinsurance transacions, an
arm's-length deal would include a
commercially reasonable premi-

um for =he reinsurer and a reason-
f

'You have to make an awful lot of i
assumptions on a lot of variables to |

conclude that there is an advantage there,’
says Roy Sedore of Baker & McKenzie.

transaction between affiliated
companies, Mr. Sedore said.

To ensure that income from af-
filiate transactions is allocated
properly, U.S. law already ineor-
porates the concept of "transfer
pricing," requiring affiliates to
negotiate terms at arms length.

able c€ding commission for the

eeding insurer.
Under H.R. 4192. reinsurance

ceded to an overseds affiliate
vvould be treated diffetently from
reinsurance ce(led to a' non-affili-

ate, even if the terms of the two

deals were identical, opponents

note.

"That's fundamentally flawed
as tax policy," Mr, Giordano said.

While the bill's backers have
targeted Bermuda, it would be
difficult to argue that such a tax
should apply only to Bermuda or
even only to the insurance indus-
try, opponents add.

"There's no magic to Bermuda.
There are lots of jurisdictions
around the world that have lower
corporate tax rates than the
U.S.," Mr. Giordano said. "It
doesn't make a lot of sense to sin-
gle out Bermuda if you are not go-
ing to look at other jurisdictions.”

Earlier this year, the Washing-
ton-based Organization for Inter-
national Investment, a group rep-
resenting U.S. subsidiaries of
overseas companies-few of them

in the insurance industry-raised
concerns that H.R. 4192 could

Introducing ACSTAR's iero-collateral boncls? Bonds that make it possible for some capable companies

to undertake some verv handsonie projects. Pro ects they might be forced to pass on otherwise. We

are prepared to provide zero-collateral covenige even when the case s difficult,

Zero-collateral boticls. Talk about a good deal
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damage international tax policy
governing all industries, not just

In a letter to Rep. Bill Archer,
R-Texas, chairman of the House
Ways and Means Committee, OFII
argued that the bill would use
"tax laws punitively to tip the
scales of global competition" and
would violate international taxa-
tion principles.

U.S. tax treaties, for example,
require a country seeking to tax a
foreign company to show that the
company has a "trade or busi-
ness" or "permanent establish-
ment” in that country. H.R. 4192
ignores this requirement and
would indirectly impose U.S. tax-
es on a foreign company with no
U.S. trade or business, OFII ar-
gues.

The bill also could invite retali-
ation.

"The United States would cer-
tainly object strongly if other
countries ignored these principles
and decided to tax U.S. compa-
nies at higher tax rates in order to
'even the playing field' because
they deemed that the U.S. tax rate
was 'low' in comparison to their
own," OFII's letter notes.

Imposing the new tax may not
even be necessary if unfair com-
petition is found to exist in rein-
surance deals with offshore affili-
ates, opponents of the tax main-
tain.

Under existing law, the Internal
Revenue Service can already chal-
lenge transactions that do not
meet transfer-pricing require-
ments, Mr. Sedore said.

"I'm not sure that everyone is
convinced there is a problem that
cannot be addressed by the law as
it already stands," he said.

H.R. 4192 isn't likely to go any-
where this year, and it is unclear
whether the bill would be reintro-
duced in the next session of
Congress before the proposed
Treasury Department study of the

tax issue is finished.

The Treasury study proposal
was inserted as Section 718 of
H.R. 5542, a tax bill already
passed by the House. Under it,
Treasury would research the ex-
tent fo which U.S. insurers are
avoiding taxes on their invest-
ment income "through the use of
affiliated corporations in Bermu-
da or other offshore locations.”

The study, scheduled to be com-
pleted by the end of next year,
would also examine possible
changes in U.S. tax law to prevent
tax avoidance.

Whether Chubb, Hartford and
their supporters ultimately get
what they want from the proposed
Treasury study is uncertain.

In the 1980s, Treasury studied a
proposal pushed by the Reinsur-
ance Assn. of America to raise the
excise tax on premiums ceded off-
shore to 4% from 1 %, an idea that
went nowhere, Mr. Sedore ob-
served.

"You don't always get what
you're looking for when you get a
Treasury study," he said.

Whether a new tax is eventually
imposed or not, the idea's propo-
nents say they have accomplished
their purpose simply by raising
the issue.

Some see the controversy as an
outgrowth of the financial pres-
sures placed on insurers by the
soft property/casualty market: As
rates begin to rise, the motivation
of U.S. insurers to challenge off-
shore competitors may diminish
and the tax controversy may fade
away.

"With the market turning in 2001,
2002, they are not going to be look-
ing at these angles," S&P's Mr. Wat-

son said of the tax bill. ial
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Rules delayed long enough

HOULB-THE=5:0 4001 Beparimentevaltus:

ments a ready long-d d rules that would
require health care claims and disputes to be resolved
rnore quickly?

That is what a couple of congressmen, Reps.
William Goodling, R-Pa., and John Boehner, R-Ohio,
are asking the Labor Department to do. As we recent-
ly reported, the Republican lawmakers told the de-
partment that proceeding as the Clinton administra-
tion plans-and issuing the claims regulations after
Congress adjourns for the year-would delay and
complicate congressional review of the forthcoming
rules.

We can definitely understand the congressmen's
concern. The proposed claims handling rules that
were originally issued by the Labor Department in
1998 were, to put it mildly, badly written.

A key problem with the proposed rules was that the
deadlines proposed for how quickly health care plans
must process claims were unrealistically short. Effec-
tively, an insurer or an employer would have had only
five days in which to process claims.

No plan administrator should be forced to process
claims that fast. Aside from the higher costs needed to
add staff, plan administrators simply would not have
enough time to spot fraud and mistakes.

The Labor Department's big mistake in drafting the
proposed rules was that it failed to distinguish be-
tween imposing faster deadlines for processing claims
and speeding-up deadlines for responding to requests
for coverage.

The two issues are entirely different. Time often is
of the essence when an employee requests preautho-
rization for coverage of a procedure. A needed medi-
cal procedure should not be delayed due to unreason-
ably lengthy deliberations by an insurer.

After a procedure is performed, however, that same
urgency is not present. While claims should be han-
dled promptly, five days is not necessary.

While we feel the original proposal was flawed-
something that we expect has been corrected in the fi-
nal rules the department seeks to issue-no federal
regulatory agency should base its timetable for pro-
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ducing regulations on when Congress is or is not in
session.

When regulations are completed, they should be
published. We wouldn't want situations in which ur-
gently needed regulations were delayed because regu-
lators first wanted to wait for lawmakers to return to
Washington to sign off on them.

If, upon inspection, legislators are not satisfied with
published regulations, they always have an opportu-
nity-perhaps not instantly but soon enough-to stop
or revamp them. While that is rare, it has happened.

The word in Washington is that the release of the
health care claim regulations is near. We hope regula-
tors in their final draft have struck the right balance,
assuring that health plan enrollees' requests for cov-
erage and claims are processed quickly while not
putting an undue burden on plan administrators.

If that balance is not found, we are confident that
the Labor Department will be responsive to demands
for change. And if it is not, then lawmakers will have
their a chance to set it right.

| | || ||
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Rance Crain

Ergonomics proposal has problems

To the editor: Regarding Charles Jeffress'
Oct. 23 Perspective, "Ergonomics Standard
Good for Business," it appears that Mr. Jef-
fress' own arguments reflect industry's un-
ease with the Occupational Safety and
Health Administration's proposed er-
gonomics standards.

In fact, business and government leaders
across the country have long contended that
the OSHA ergonomics proposals are not
based on accepted scientific information. In
his article, Mr. Jeffress seems to underline
this shortcoming by substituting a descrip-
tion of OSHA's good intentions for substan-
tive data.

In fact, Mr. Jeffress all but ignores the fact
that the proposed OSHA ergonomics rules

LETTERS TO THE EDITOR

Business Insurance wetcomes letters to
the editor. The section is intended to be afo-
rum for readers' opinions and comments.
We reserve the right to edit letten for clari-
4/ or space. We wilt not publish unsigned
letters. Please send your letters to |,etters to
the Editor, Business Insurance, 740 N Rush
St., Chicago, m. 60611; fax. 312-280-3174;

e-mail: pwinston@crain.com

would mandate additional employer safety
efforts to prevent repetitive stress injuries.
This comes despite a National Council on
Compensation Insurance analysis of detailed
claim information that shows cumulative
stress injuries account for just 19.3% of all
lost-work day claims, a figure almost 50%
less than OSHA's projections. Still, the
OSHA rules would force the creation of a
new, more expensive compensation system
for those injuries (costing, by OSHA's own
estimal:es, some $4.2 billion per year).

The proposed standard would also have
the effect of pre-empting many state workers
compensation provisions, rendering those
provisions meaningless, or frustrating the
policies of the state laws. Significantly, the
standard would directly attack the exclusive
remedy aspect of the workers compensation
laws by, in some cases, providing benefits to
workers who merely claim a symptom of a
musculoskeletal disorder without actually
proving an injury.

Finall in addition to the system costs that
may arise in the form of increased claims fil-
ings, prolonged duration of benefit payouts,
or costs associated with additional claims for

medical treatments, the OSHA standards are

likely to lead to increased litigation costs for
employers, insurers and workers as the inter-
pretations of the standard are debated. Per-
haps as significant, they lead toward a system

in which workers who have lost a limb or suf-

fered a disabling injug are compensated far
less than are those who have a sore elbow be-
cause they have used a computer, even if
much of the computer use was at home and
not work-related.

Of course, it's hard to argue with Mr. Jef-
fress' good intentions, howeverrnisguided the
OSHA proposals might be. As he rightly
points out, what business doesn't want to
protect its workers and reduce its workers
compensation expenses? Unfortunately, sub-
stituting good intentions, excessive costs and
inequitable benefits for sound government
policies is not an appropriate solution.

For more information on OSHA's er-
gonomics proposals and cost evaluations,
readers are invited to visit the NCClI's Web
site at www.ncei.com.
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Catastrophe

Continued from page 3

was hoping that the reinsurance mar-
ket had learned enough not to price
catastrophe business cyclically any
more, and if that had happened, we
would not have diversified," he said.

But as catastrophe reinsurance
prices began to fall again in the mid-
1990s, Partner Re transformed itself
from being one of the most focused of
the catastrophe reinsuiers to be being
one of the most diverse. In July 1997, it
acquired SAFR, a Paris-based rein-
surer, and in December 1997 bought
the reinsurance operations of Win-
terthur Group.

"In 1996, clients were under pres-
sure from other reinsUmns to give them
their profitable cat business in order to
support the less profitable multiline
business, so the clients urged ustohelp
them on the non-cat side," Mr. Haag
said.

Despite its diversification, Partner
Re is still a specialist in several areas of
reinsurance, Mr. Haag said. In addi-
tion to property catastrophe reinsur-
ance, Partner Re specializes in avia-
tion, credit and surety, and agriculture
reinsiu-ance, he said.

And while catastrophe coverage is
an important part of its book, 55% of
Partner Re's clients do not buy eatas-
trophe coverage from the reinsurer,
Mr. Haag said.

The company decided to focus on
areas where it saw there would be
strong demand for insurance in the fu-
ture, he said.

But with the diversification, the
company has also had to accept a low-
er return on equity. "The non-cat busi-
ness has a lower ROE because it does
not have the same volatility,” Mr.
Haag said.

But with a broader array of sKkills,
the company is well-positioned to take
advantage of changes in the entire fi-
nancial services industry, he said.

"This is the beginning. We have
built a platform that is represented ev-
erywhere in the world, and the key
companies have a relationship with us,
so we have a basis where we can do
much better," Mr. Haag said.

But what Partner Re will be doing
in the future is less clear, as the con-
vergence of financial services remains
incomplete, he said.

"We have the capacity to handle
risk in whatever form our company
will be in the future__VWe want to be
partners of the insurance industry,"”
Mr. Haag said.

More immediately, the company
should benefit from the increases in
reinsurance rates that appear likely
this year-end renewal, he said.

"There are clear signs on the cat
side. Other areas are following, but
they are only taking the first couple of
steps," Mr. Haag said.

Swiss Reinsurance Co. remains a
large investor in Partner Re, with 23%
of the company's stock. After Partner
Re's IPO in 1993, it had 11%, but that
holding increased after Partner Re
bought SAFR, as Swiss Re had a 24%
stake in SAFR. Under a standstill

agreement, Swiss Re is not allowed to
own more than 30% of Partner Re.

Renaissance Re

Renaissance Re started with only
$141 million in capital, but that quick-
ly grew, and now the company has
about $700 million.

At the time it was launched in 1993,
its main sponsors were: USF&G
Corp; which has since been acquired
by The St. Paul Cos. Inc.. E.M War-
burg; Pincus & Co. Inc.; and GE In-
vestments. Today, the company is
mainly held by public shareholders.
Warburg Pincus no longer has a sig-
nificant shareholding, and St. Paul

and GE each own less than 10% of the

company.
Most of the Bermuda reinsilrers

have been keen users of computer-
based cataslrophe modeling programs
in their unde*ing, but Renaissance
Re has been one of the strongest advo-
cates of modeling cat exposures.
"We've been very active in using
modeling, but one of the keys is to be-
lieve the models’ results” and to exer-
cise underwriting judgment, said

James Stanard, chairman, president
and chief executive officer.

Underwriters need a technical
background so that they can under-
stand how the models work, and they
need to have the skill and judgment to
know when to override the models and
when to use the findings to review
their initial assessments, he said.

Since it started, Renaissance Re has
largely concentrated on catastrophe
reinsurance, though it has considered
writing other lines.

"We've have always been open to
non-catastrophe reinsuranee, but

—— —
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when we started we didn't really like

the other business that we saw in the
market,"” Mr. Stanard said

From the outset, Renaissance Re has
offered retrocessional coverage to oth-

er Elnsurers.

'We have the capacity
to handle risk in

whatever form our
company will be in,’

says Herbert Haag.

"We developed some unique model-
ing capabilities for retro, and we can
be more effective in writing retro busi-
ness when we have reasonably good
data," he said.

One way Renaissance Re diversified
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was to move into the primary insur-
ance market. But again, the company
focussed on catastrophe-exposed
property risks.

The first primary company that Re-
naissance Re set up was Glencoe In-
surance Ltd. in 1996, which was estab-
lished to write surplus lines coverage.
Then, in 1997 it set up Deso:o Prime
Insurance Co. to WI'ite homeowners
coverage in Florida, and Desoto Ins.ir-
ance Co. to write business from Flc,ri-
da's Joint Underwriting Authority.

One less successful diversificat on
was the purchase in 1998 of Nobel In-
surance Ltd., a surety and specialty
property/casualty insurer in Dallas.
Within six months, Renaissance Re
sold what it could of the company and
closed down the remaining operations
after it became clear the msurer had
financial problems.

"We underestimated the exposures
when we bought the company,” Mr.

Stanard said. "Hopefully, we learned
something and it's not going to prevent
_is from going into other businesses if
we think they make sense."

In addition to diversifying, the com-
pany has also changed how it offers
ratastrophe reinsurance by entering
nvo joint ventures-Top Layer Re Ltd.
ind Overseas Partners Cat Ltd.

OPCat is a catastrophe reinsurance
subsidiary of Overseas Partners Ltd.
in Hamilton, Bermuda, for which Re-
naissance produces and undenvrites a
portfolio of business.

Top Layer Re is a joint venture with

State Farm Group that provides up to
S500 million for non-US-based risks.

Renaissance Re decided to become
involved in the joint ventures because
it foresaw a turn in the market and it
predicted that there would be some
opportzinities that it would not have
the capacity to write on its own, Mr.

See Catastrophe on next page
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Catastrophe

Continued from previous page
Stanard said.

And the market does now appear to
be turning, he said.

Reinsurance market conditions are
improving, "though we still have a
long way to go in a lot of segments,”
Mr. Stanard said. "I don't think the
market can declare VietOly after a 10%
price increase."

IPC Re

When IPC Re was established in
1993, it was among the smaller prop-
erty catastrophe reinsurers set up in
Bermuda, with $300 million in capital.
Of the three remaining independents,
IPC Re remains the smallest, with
$537 miillion in capital today.

It also remains probably the least
changed from its original business

plan. IPC Re's largest shareholder re-
mains American International Group
Inc., with 24%; General Re has re-
tained its 5% stake.

Its only attempt to significantly
change its composition was an unsuc-
cessful bid for rival cat reinsurer Tem-
pest Reinsurance Co. Ltd. in 1996.
That bid was seen by some observers
as a successful effort to drive up the
price that rival bidder ACE Ltd.
would have to pay for Tempest.

Aside from that brief venture into
the consolidation arena, IPC Re large-
ly has focused on managing its proper-
ty catastrophe book of business.

"We have consistency with our
shareholders, consistency with our
business plan and consistency with
our clients, so if you are looking for
consistency and stability, we've
demonstrated that for the past seven-
and-a-half years," said James P.
Bryce, president and chief executive

officer of IPC.

Since its inception, IPC Re has of-
fered some coverage outside of proper-
ty catastrophe business when it saw
opportunities in the market, said Mr.
Blyce

For example, it used to be "very ac-
tive" in the marine reinsurance mar-
ket, but since rates have fallen in that
sector, IPC Re has pulled back, and by
1998 it had virtually exited the mar-
ket, he said.

Now, its main non-catastrophe
business is aviation deductible and
aviation hull, Mr. Bryce said.

"Our task is to make money and
we'lllook at niches that give us the op-
portlmity to do that," he said.

Still, more than 85% of IPC Re's
business is property cat.

For the first five years of their eds-
tence-with the exception of 1994, the
year of the Northridge earthquake-
Bermuda's catastrophe reinsurers en-
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joyed a relatively benign period for
catastrophe losses, noted Mr. Bryce.

One of the consequences of that was
an increase in cat reinsurance capacity
and a decrease in rates, he said.

Losses started to increase in 1998,
however, and in 1999, several severe
losses, including some devastating Eu-
ropean storms, hit the industry.

With its focus on catastrophe rein-
surance, IPC Re's results reflected the
changes in the market, with the excel-
lent results of the first several years
giving way to lower profits as the mar-
ket cycle changed.

But the market is again poised to
change, Mr. Bryce said.

Contracts that renewed on Oct. 1
and those that are being sealed for
De. 1 are seeing increased rates when
they have suffered losses, Mr. Bryce
said.

"But we still have to be very disci-
plined," he said. Eli
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Deals

Continued from page 3

constant level of about $1 billion per
year, noted Andrew J. Kaiser, vp and
head of the insurance product group at
Goldman Sachs & Co. in New York.

That stable volume has been at-
tributable to the fact that reinsurance
prices have been low, Mr. Kaiser said.

"Now, we could say that changes in
reinsurance pricing and more efficient
capital markets execution have made
people re-examine this market," he
said.

Like khman Brothers, another ma-
jor investment bank player in the risk
seclritization market, Goldman Sachs
has created its own Bermuda reinsur-
ance operation. And, earlier this year,
Goldman Sachs used the reinsurer,
Arrow Reinsurance Co. Ltd., in a risk
securitization deal for a State Farm
Group unit.

In May, Arrow Re wrote a $100 mil-
lion reinsurance contract with State
Farm covering Florida hurricanerisks,
said President Kymn Astwood. "Es-
sentially, this contract enabled State
Farm to access the capital markets in a
seamless fashion," he said.

Arrow Re ceded $90 million of the
reinsurance to a Bermuda-domiciled
special purpose vehicle, Alpha Wind
2000-A, which sold securities based on
the risk to investors in two tranches.

"This particular transaction was
placed with 18 institutional investors
in the shortest time frame of a capital
markets transaction to date," Mr. Ast-
wood said.

In using the risk securitization ap-
proach, "The terms that State Farm
received were concurrent with its
reinsurance program,”" Mr. Kaiser
said.

So far, the economics of risk securi-
tization have not tempted Tempest to
enter the market as an issuer, Mr. Ri-
vaz said.

"In terms of Tempest's involvement
in this arena, we've looked on a num-
ber of occasions and evaluated the ap-
peal of becoming an issuer and decid-
ed that the self-contained economics
aren't compelling for us to do that," he
said.

But, he noted, "One thing we have
done on occasion is to transfer risk in a
swap form. And that may be another
part of the future trend or potential for
transfer into the capital market."

Use of derivative structures could
probably increase flexibility and re-
duce transaction costs, but could also
bring higher credit risks and reduce
the pool of potential capital available,

Mr. Rivaz noted. "We've done a hand-
ful of derivative transactions.”

And while Tempest hasn't become
involved as a cat bond issuer, "We've
been investors in a number of securi-
tized catastrophe risks," Mr. Rivaz
said. In such deals, "we are able to use
our risk evaluation skills to evaluate
the risks in just the same way as if we
were accepting the risk in reinsurance
form.”

In those cases, if the coupon rate on
the bonds is sufficient to cover the risk
and the deal's collateralization costs,
Tempest will invest in the cat bonds.
Ultimately, it's similar to selling rein-
surance, Mr. Rivaz said, "with the one
diEerence that we're collateralizing
the full amount up front."

Other Bermuda companies active in
the market for alternative risk financ-
ing are finding various ways to partic-
ipate as well.

"We at Commercial Risk have been
involved in a number of cat bond is-
sues," noted Graham C. Pewter, presi-
dent and chief executive officer of
Commercial Risk Partners Ltd., a unit
of French reinsurer SCOR S.A. "We
invested in some of the earlier issues.
We have been a behind-the-scenes
participant in some of the other is-

sues."”

Continued on next page
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Mr. Pewter sees his vompany's role
as being an aggregatorof risk that can
be packaged and passed into the capi-
tal markets. As such, the company's
future role in the capital markets will
be to take on risk on ar_ indemnity ta-
sis and then 2ede that r_sk into the
capital markets, hedgmg it on an in-
dex basis and retaining the basis risk
on those transactions.

"We're a lisk-taking company,”" Mr.
Pewter said. SCOR is a risk-taking
entity, and that w_11 remain its core :c-
tivity."

"In terms oisecuritization, XL peri-
odically evaluates the seeuri:ization
markets in two ways ' said Robert
Lusardi, executive vpahd chief finan-
cial officer of XI. Capital Ltd. "We do
buy cat bonds when we th:nk they are

attractively priced. We do look a. issu-
ing cat bonds."

XL transferred risk into the capital
markess two years ago in swap form.
This year, the company elected:o go
w.th traditional reinsurance but is
ccnsidering possibly issuing a cat
bondearlynaxlyear, Mr. Lusar-disad

"The market is still developing, still
has a way to go," he said "It's stll ex-
pansive. But the market is ge::ing
more eificient.”

"Wehope oversime themarkedoes
d€velop,” Mr. Lusardi said. "Even if
capital markets do develop to azeept
re:nsurance or insurance risk-as is
increasingly happening-somebody
has to originate or underwrite the
risks. Companies like XL are well set
ug to originate the risks."

XL also is bringing many of the al-
ternative risk financlng technques
into play in iss XL Anancial Scluions
operation, a joim venture involving

the reinsurance, insurance and finar-
cial products segments of XL.

"What we're trying to do is exactly
that-provide solutions that meet a
particular corporate need that some-
how involve insurance and a financial
aspect,” Mr. Lusardi said. "We've
written about $1.3 billion in these
types of transactions over the past
year.'

"The interesting part of the busines
is you can never tell what the next
problem is going tc be," he said. But,
whatever the problem is, to address it
properly the company needs under-
writers who can understand the prob-
lem and financial experts who can as-
sess the financial risks.

"Some of these deals have lives of 20
to 80 years," Mr. Lusardi said,

In addition, "We spend a large
amount of time on what is the appro-
priate mix of investment assets te
match against the potential liability,”

*r. Lusardi said.
Investmens mix factors consider-

ably into:he strategy of another
Be-muda player mixing risk transfer
-vith a finarial approach»Max Re
b & <3 _ [

' Our approach to the risk transfer
business is you really h: ve :c liok at
the Investment side of an insurance
company or a reinsurance company
End say taking an integrated approach
to that area is really adding value to
your client,"” said Robert J Cocney,
Max Re's president and CEO.

To that eni Max Re puts 40 *c d as-
sets into hed fund-type inestments,
sharng the return with cedents.

"The risk that we're assuming is a

it less than the incremental return
ve're going to get," Mr. Tocney said.
The ability to share the incremental
return with our clients is proving to be
an Lnteresting differentistor .whh our

clients.”
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"We're really underwriting rein-
vestment risk alongside the insurable
risk or reinsurance risk," Mr. Cooney
said. Data exist to evaluate bonds, eq-
uities and certain hedge funds, he not-
ed, adding that "in some cases, there is

better data to evaluate reinvestment
risk than there is to evaluate certain
insurance risk.”

In many cases, client companies
would not be allowed by their own
regulators to engage in the investment
strategies Max Re can use in Bermuda.
"In a way, it's regulatory arbitrage,”
Mr. Cooney said. "The reinsurance

transaction allows them to invest in a

riskier investment than they otherwise
could.”

"So we are seeing a lot of motivation
with some clients that are saying this
is...a capital management transaction
as opposed to just risk transfer,"” he
said. "We've done about a dozen
transactions in the first seven or eight
months that we've been up and going
And in a couple of these, the main mo-
tivation was to diversify their invest-
ments and get higher yield."

"l really believe that sophisticated
investing, coupled with your under-
writing, is the next stage for the rein-
surance industly,"” Mr. Cooney said.

The competitive marketplace that
exists in Bermuda helps promote the
new risk financing developments
emerging there, according to Bermuda
Premier Jennifer Smith.

"The competition spurs on these
new developments and these new
markets, and that's good for Bermu-
da,"” Ms. Smith said.

Although competition exists, many
companies occupy different niches in
the industry, according to Commercial
Risk's Mr. Pewter, so they tend to sup-
port one another rather than drawing
business away from each other.

He noted that while his company
might be linked in a generic peer
group with several others on the is-
land, "We don't compete with one an-
other on a day-to-day basis as much as
might be perceived from the outside."

The flexibility of the island's regula-
tory environment is another boon to
risk financing innovation.

"Basically, the regulatory environ-
ment here is enabling for innovations
in risk transfer," Tempest Re's Mr. Ri-
vaz said. "That's a real positive. This is
probably just about the best place to
be playing in the convergence arena
because of that.”

"The island's regulatory environ-
ment is set up to encourage innova-
tion," said Arrow Re's Mr. Astwood,
formerly the registrar of companies for
Bermuda. "It is set up to be able to fa-
cilitate different transactions.”

"We're trying to be flexible and, at
least in that area, operate like busi-
nesses do," Ms. Smith said.

With the rate and form freedom
Bermuda companies enjoy, "In
Bermuda you can do it very efficient-
ly," XL's Mr. Lusardi said. "We went
from zero to $1.5 billion in a year. But
you need deal people. It's a deal busi-
ness."”

And, as coverage becomes more ex-
pensive in the traditional market, it
should be to the advantage of the
Bermuda companies offering various
financial alternatives.

"As traditional risk transfer be-
comes more expensive in a hardening
market, if the rates go up significantly,
what will happen is the buyers,
whether it's a large company that buys
property/catastrophe cover or an in-
surance company, they'll start think-
ing about alternative covers," Max
Re's Mr. Cooney said.

While noting, "For us, there's been
strong demand throughout the cycle,”
Commercial Risk's Mr. Pewter said,"|
think...we will see a surge in demand."

"For us, | think we'11 see a better,
closer rate," he said. "We will not see
our product offers compared to cheap
guaranteed cost, because cheap guar-
anteed cost will be gone." ini
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Climate in Bermuda favorable for weather risk market

By RODD ZOLKOS

ei-muda’'s flexible regula-

tory environment and its

concentration of capital

and expertise are making

the island a center of the

developing market for
weather risk hedges.

"We certainly believe (weather
risk) is a business that has ti-emen-
dous applications,"” said Graham
C. Pewter, president and chief ex-
ecutive officer of Commercial Risk
Partners Ltd., one of the Bermuda
players in the growing weather
risk market.

"Very little of the ultimate po-
tential has been tapped at this
point,"” said George Rivaz, chief

operating officer of Tempest Rein-
surance Co. Ltd., an ACE Ltd. unit
that also is active in the weather
market. "We're just scratching the
surface.”

The weather maraet, Mr. Rivaz
said, has been "a very dynamic
marketplace in a number of ways."
Among other things, several com-
panies have come and gone from

the marketplace in recent years.
"A number of insurers and rein-

surers have entered the. weather
risk market and left it pretty
quickly, because they approached
it the wrong way." Mr. Pewter
said.

In addition to moves by compa-
nies in and out of the marketplace,
there have been shifts among per-

alternatiue
market
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sonnel, the most recent Ilc which
cceurred in September, when a
team of weather derivative experts
from Enron Corp. who helped pio-
rteer the market joined XL Capital
Ltd. They formed Element Re,
XL's weather risk unit.

"Slarting from the birth of the
marketplace, with doing the first
trade at Enron, | feel a certain ma-
ternal attachment."” said Lynda R.
Clemmons, Element Re's president
and chief operating officer. Ms.
Clemmons was part of the group
that made the move to Bermuda
from Enron.

"Y:)u want it to grow,” Ms.
Clemmons said. "And XL has giv-

en us a vote of confidence in our

abiliies not only :0 grow the com-

pany but to grow the marketplace,
and we'd like to prove them right."

In moving into the weather mar-
ket, Commercial Risk found the
decision to operate out cf Bermuda
an obvious one. "In weather, as a
place from which to offer a deriva-
tive product, you could argue that
London and Chicago and New
York are the centers of the world,"”
Mr. Pewter sad. "For us, it was
simply a question of Commercial
Risk being a Eermuda-domiciled
group. For us to start a capital
markets group in Chicago would
not be very efficient."

Bermuda does offer some partic-
ular advantages, though, weather

market participants say.

"Bermuda's best

advantage

experience

specialty

programs

stability

CommonwealthRi

An MRM Comp,my

Your Access ID the Alternative Market

Call 1.800.474.3330 www.AccessMRM.com

comes from a regulatory perspec-
live and the flexibility that compa-
nies have by operating here," Ele-
ment Re's Ms. Clemmons said. For
one, Bermuda regulators don't dic-
tate policy language. "That flexi-
bility is especially important with
policies like weather." the Element
Re president said.

"The advantage for a reinsurer
out oj Bermuda is we can write a
derivative or a reinsurance con-
tract; it doesn't matter to us, be-
cause of the regulatory framework
we have here," said Christopher J.
Phelan, managing director of’
Commercial Risk's Commercial
Risk Capital Markets operation.

Flexibility and the ability to of-
fer broad solutions to client com-
panies are key to Bermuda rein-
surers competing with major ener-
gy-industry weather trading com-
panies such as Enron, Koch Ener-
gy Trading or Aquila Energy, ac-
cording to Mr. Pewter.

"One of the constant things we
ask is, how can we possibly com-
pete with these massive companies
like Enron? Well, the fact is that
you don't,” Mr. Pewter said.
"What we try to do is offer more

broadly based contracts.”

'We certainly believe
(weather risk) is a

business that has

hemendous applications,’
says Graham C. Pevuer.

Insurance organizations such as
ourselves have the ability to offer a
much broader range of products to
the same clients," he said. "So, we
think one advantage we've got is to
integrate a weather hedge into an
insurance contract that picks up
other exposures as well. At that
point, we're offering something to
a client that an Enron can't. At
that point, you've got something
very interesting. At that point,
you've differentiated yourself from
the energy trading companies."

To that end, Commercial Risk is
looking at forming partnerships
with non-insurance companies,
such as banks. Such relationships

can give the company a way to
reach a client's chief financial offi-

cer, Mr. Pewter said.

For example, a bank le.nding to a
company in the agricultural sector
could embed into a loan a weather
hedge that would allow some ele-
ment of repayment forgiveness in
the event of certain weather condi-
tions. The ability to offer such ar-
rangements would be a tremen-
dous advantage for the bank, Mr.
Pewtor said. "Those sorts of ar-
rangements are the ones we think
make sense in the long run,” he
said.

Such partnerships also will help
Commercial Risk expand its reach
beyond its usual reinsurance
clients to those companies that
have direct weather risks. Mr. Phe-
lan noted. «As a reinsurer, we
don’'l have a natural client base for
weather derivatives,”" he said.

While the potential market for
weather risk transfer is large,
much of it still must be educated
about the techniques.

One of the problems is that, al-
though companies outside the en-
ergy sector understand the impact
weather might have on their rev-
enues, they lack the ability to mea-
sure their weather risk. They also

See Weather oil page 16
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Weather

Continued from page 14
need to become comfortable with

the risk transfer instruments and
the techniques themselves.

Energy companies readily un-
derstand the correlation between
weather and their business, Mr.
Phelan said. But "the further
away from energy you go, the
more you have correlations that
are less robust," he said.

"So, the question is, who's going
to take that correlation risk? Is it
going to be the reinsurer or the
client themselves?"” Mr. Phelan
asked. "Well, the clients them-
selves aren't busting down any-
one's door to do weather deriva-
tives. So, the reinsurers are going
to have to come up with some sort
of clear reinsurance product that

they can offer them to address
weather risk.”

That won't be an indemnity
product, he said. "So, the question

"Particularly because the prod-
ucts that are being offered are not
indemnity contracts; they're in-
dex-based. So, there's a basis

'Just like you wouldn't dream of carrying

interest rate or currency exposures...in the
next 10 years, weather should be the
same thing,' says Lynda R. Clemmons.

is, can you find an index that you
can get the client comfortable
with?"

"Among po:ential issuers,
there's still a long way to go in ed-
ucating them and having them be-
come comfortable,” Mr. Rivaz
noted.

risk," Mr. Pewter said. "Having
said all that, we're seeing very
strong growth in demand, both by
industry and geographically."”
"We're seeing a lot more inter-
est from Europe and a lot more in-
terest from Japan and Australia
as well,” Ms. Clemmons said. "So,

What if you're a

good company

L1

we think the potential for growth
is strong."”

Element Re is being cantacted
both by brokers on behalf of
clients and directly by potential
end users of weather derivatives,
and Ms. Clemmons said she ex-
pects to see an increase in the
Nnumber of customers Fho are
comfortable with the use of
weather instruments, whether in
insurance or derivative forms.

"You have to make sure that
your customers understand exact-
ly what their exposure Ts," Ms.
Clemmons said. "That's one of my
jobs as a salesman of the weather
risk product.”

"Understanding what tnat cor-
relation is, is one of the things
that's going to give them comfort
that they're buying the right
product for their business. It does
take some work," she said. 'We
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have received calls from a number
of people who say, 'lI've looked at
this for a long time, and the mar-
ket scared me off. Can you walk
me through this?"™

Knowledge also is key for the
companies offering weather risk
transfer products; bringing the
proper expertise on staff is criti-
cal.

"Weather is unlike many other
reinsurance-type products. There-
fore, you have to cross a certain
threshold, in terms of your own
expectations, if you really want to
be in the business,"” Mr. Phelan
said. "We feel that we're investing
in that other stuff that you really
have got to do to at least be on a
level playing field."

"l think a lot of other reinsur-
ance companies have not made
money in weather,” Mr. Phelan
said. While energy companies
have taken a trading approach to
weather risk, "the typical reinsur-
ance approach is to sell a bunch of
covers and then sit back and hope
that nothing adverse happens,” he
said. "This kind of risk doesn't re-
ally lend itself to that.”

"There's a different relationship
between the two parties in a
weather contract, especially if
they're not end-users but market-
makers making trades," Mr. Rivaz
said. And, if your expertise is in-
ferior to that of your counterpart,
"they probably will be able to
trade at your expense. And they'll
be able to do that more rapidly
than they are in the traditional in-
surance arena.”

More and more, Mr. Pewter
said, he sees Commercial Risk's
growth coming from the weather
market, and Ms. Clemmons agreed
there's good reason to expect the
business to grow. There are con-
stant rumors of new players en-
tering the market, and those al-
ready there suggest that they wel-
come additional participants and
the impact they'd have on increas-
ing the size of the market and its
liquidity.

Perhaps the greatest force driv-
ing the weather market will be the
expectation of shareholders and
analysts that companies will man-
age their weather exposures the

same way they seek to control
other risks.

"The real difference between
now and three years ago is that
fact of all the stockholders be-
coming aware that these mitiga-
tion products are there, the ana-
lysts are becoming aware that
these products are there,” Ms.
Clemmons said. "Just like you
wouldn't dream of carrying inter-
est rate or currency exposures. in
the next 10 years, weather should
be the same thing." Iai
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. three very strategic risks, because grams that "try to protect the surance would cover not only :he Such arrangements were "very ex-
E n te rp rl Se his business has changed " client from an aggregate stand- financial risk related to fuel costs pensive and didn't cover an annual
The client, a global consumer point” from heavy losses in a single but also the workers comp Fosses if period of potential exposure "
Cent:nued from page 3 products company, now has a high- year on both the traditional prop- the price of 011 rises above a certain ACE unit Tempest Reinsurance
vision," Mr Lima said "But that er risk of loss if a supplier shuts erty/casualty and the financial price Co Ltd in Bermuda provides prod-
doesn't mean we're not looking at down, Mr Lima explamed side Mr Lima said enterprise isk so- ucts that protect against losses due
this area " The basket aggregate program "What we're able to build in on Iutions are well suited to his opera- to weather conditions, which is a
ACE Financial Solutions, a 545- lumps together the business mter- basket protection,” he explained, is tion, but other ACE unlts also been growlng part of the enterprise nsk
year-old Bermuda-based unit, fo- ruption risk with otners, such as "double-trigger" coverage "You're involved m such programs market (see story, page 14)
cuses on finite risk programs, and product recall and patent infringe- not going to get hit with those two ACE USA, for example, devel- Weather-related risks are "huge
"the things we look at are things ment, that the chent faces (property/casualty and financial oped a product to protect electric operational risks for some compa-
which can be enterprise-related,” The approach accomplishes the risk) towers You can actually cap utilities against the volat.hty of nies, whether it's snowfall if you're
according to Mr Lima "These are goals of reducing volatil.ty and them and protect yourself " electricity prices The coverage is in the ski business or you're m the
things that could have a strategic keeping earnings consistent, Mr Mr Tobin pointed out that air- triggered if a utility has an outage utihty business and warm weather
impact on the company " Lima emphasized And it can have lines in particular are very inter- and must pay a high price in the or cold weather has an impact on
For example, he said, ACE put the added benefit of keeping down ested in double-trigger type cover- marketplace to buy electricity for what you sell," Mr Lima said
together for an unidentified client a company's cost of capital, he ex- ages, because the cost of fuel is tied its customers "Instead of being a An enterprise-type nsk for XL is
a "basket aggregate program, plamed, because banks w111 lend at to volatile 011 prices With the po- provider, they are now a buyer defined as a specific exposure on
where we protect the captive's fi- a more favorable rate to companies tential for rising costs that will af- with an obligation to sell a certain the operational side, not a collec-
nancial position on an annual ba- that have addressed earnings feet profits, an airline might de- amount at a certain pnce " tion of dfferent property/casualty
sis Over time, he has added more volatility cide, for example, that It needs to "It was developed as an alterna- exposures "We see it as being more
and more risk to that basket, and Phillp J Grierson, vp of XL's in- limit its workers compensation tive to a company just go:ng out segregated,” Mr Tobin explained
we are now, at this renewal, look- tegrated risk division m Bermuda, losses to a predictable amount Un- and buying a denvative instrument "What we'll see is clients coming to
ing at adding m what | would call said there is a lot of interest in pro- der the double-trigger scenario, in- for short periods of time," he said us to get coverage for an aspect of
an enterprise risk problem they

have "
The insurer's first venture Into
enterprise risk solutions was in the
> area of foreign exchange, an at-
tempt that didn't work as well as

XL had hoped

4%

There is a lot of interest in

integraled programs that
try to protect against both
P/C and financial losses,

* says Philip J. Grierson.

"Foreign exchange didn't work
for us,” Mr Tobin said The insurer
allied with a company called Pare-

v to Partners in London and at-
tempted to market an option-type
program on baskets of currencies,
he explained "The problem we had

f' o. is that most companies don't want
to buy basket currencies, they want
to buy single-currency options "
tr.™ Regulatory changes comphcated
the marketing, and "at that point,
- we decided to back off,” Mr Tobin
mtit if 6 3 42~ said "And that's where we are
with foreign exchange right now"
XL is looking into the possibihty of
* * offering a foreign exchange prod-

firpigj: - : _ .
P ﬁ/f%caSUalty rellsurers'r > 0 *Aa oL @ Smole-ourreney basie. e

Mr Tobin said 11 15 important
when wnting enterprise risk cover-
ages to write them on "commodi-
ties that are pretty consistent " It
wouldn't pay, for example, to ramp

€ —

' ,PXRE has always designed its finances tomithstnd worst Hav,Ag liv6dlifrough some of me most challenging years . Up 1o W6 coverage on the move-
case outcomes that would make most remsurers bury their .In reinsurance history, we.know that once-In-a-millenlum - ment of copper prices when that
heads m the sand That's why we:Have emerged from two ,, events can happefi nov'-%and‘again next year, and theat:, ',.. T et o
record-setting years of industry losses with our capital after.tha*rhat>why, m addition to the commitment of our n. , pointed out, more consistent risks
intact, ready to write business on a global'Ycale own surplus, wb share our business with a select group of such as weather conditions are bet-

- companies that, collectively, provide the financial strength ter places for XL to steer its exper-

tise and effort

We will cohtibue to reinsure property and casualty risks at gof billions of dollars in additional capital
appropriate prices for the level of exposure; while maintbin-.- mains difficult to include opera-
ing the global geographic diversity needed to ensure our 4 ..If you are looking for a multi-line, risk-transfer partner with tional Ask products m an integrat-
financial strength Because PXRE is committed to continuity experience In all parts of the business cycle, call PXRE ed property/casualty program

"There's an awful lot of talk

XL's Mr Grierson said it re-

of coverage-not Just to pay your claims, but to ensure the With your very first call, you will learn how we came to . .
about trying to integrate some of

continuation of your business under even the most extreme set the industry standard for responsiveness, from under- the other lines of business into

circumstances. writing requests to the settlement of claims these programs,” Mr Gnerson sug-
gested, partly because many risk
managers now report to "a finan-

A unit of PXRE Group Ltd NYSE PXT cial boss with a financial back-

Member of BRMA (Brokers and Reinsurers Market Association) ground They understand what it is
the risk manager's trying to do and

Edison NJ USA  Gordon Forsyth 111 (North American Operations), Michael Bleisnick .
. A other issues that can affect the cor-
(London Market Operations), Charles Penruddocke (International . i
Operations), Jeffrey Mayer (Finite Reinsurance) poration," such as risks related to
+1 (7321 906-8100 Fax +1 (732) 906-9283 interest rates, weather and foreign
— h
1=LEI London Peter Butler, Syndicate 1224 (managed by PXRE Managing Agency Ltd ) exchange .
+44 (0)207 663 0800 Fax +44 (0)207 663-0811 But so far, it's been hard to bnng
risks from the financial side into
Bermuda Jeffrey Radke +1 441-296-5858 Fax +1 441-296-6162
4 the P/C portfoho
Brussels Alain Tounquet +32 2 777 0909 Fax +32 2 777 0900 A number of insurance buyers
PXRE Reinsurance Company have approached XL about the
Continuity of coverage in risk transfer WwWw.pxXregroup.com possibility of integrating opera-

tional risk products into P/C pro-
grams, "but at the end of the day,
they haven't worked," Mr Grier-

See Enterprise on page 22
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isk is everywhere. With no warning, things can go It's also reassuring to know we're a member company of
seriously wrong. Worrying whether your coverage is American International Group, Inc. AIG member companies
adequate after the fact means it’s too late. consistently receive top marks for financial strength and
At Starr Excess, we can help you manage risk almost claims paying ability from the principal ratings services.
anywhere in the world, no matter how large, no matter what The more deeply you understand the risk, the more
business you're in. intelligently you can insure against it.
We are one of the few companies worldwide that can integrate To discover how we can help

D&O, E&O, EPL, Crime, Fiduciary and Excess Casualty into one
combined limit on a pure follow form basis, without requiring
the integration of any underlying layers. In addition, Starr Excess
offers one of the largest blocks of occurrence, integrated
occurrence or claims made capacity available anywhere. STARR

’ AI G Member of American International Group, Ine.

s an admitted insurer in the state of Delaware. It is not licensed by any other state.
e coverage provided by members of American International Group, Inc. nce of coverage is subject to underwriting.
overage.

protect your company, e-mail us

at starrexcess@aig.com
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Enterprise

Continued from page 20
son said. "There hasn't been the
real compelling argument as to
why they should be included or
what the benefits are that an insur-
ance company can provide over an-
other provider of that protection.”

Mr. Lima of ACE said the ulti-
mate success of enterprise risk
mar_agement-fc,T- both under-writ-
ers and their clients-remains to be

‘It's almost like there are two
parts," he said. "How successful is
it going to be in the insurance
world in devising products to deal
with (enterprise risk management)?
And how successful is it going to be
as a process that companies are go-
ing :0 have to go through?"

Time will tell how successful the

process is zor ec,inpanies, Mr. Lima
said. "Right now. it's receiving a lot
of press," and indications are that
risk managers are broadening their
focus to concen-.rate more cn fi-
nancial and other issues beyond
property/casual.y exposures, he
said. And shareholders are de-
manding that company directors
have a plan for covering exposures
in a holistic way.

On the insur:nce market side,
"there are some successes out there
already,” MI-. Lima noted, with
some enterprise risk solutions
achieving the goal of "increasing
and enhancing shareholder value."

'I'm pretty ccnfident that this
area will see mcre press and we'll
hear more examples of this getting
done," he said. But as far as what
mechanisms will be in place down
the road to achieve those goals, "I

don't know," he -aid. [a]
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Excess markets see growth

Bermuda's excess, D&O liability writers expect former rates

By GAVIN SOUTER

0110wjng a lull in recent
years, the excess liabilit>

and directors and officers
liability markets in
Bermuda are poised for a
resurgence, insurers and
brokers on the island say.

As in many markets, liability
insurers in Bermuda are predict-
ing an end to the soft market.

In most liability lines, rates
have stopped dropp.ng and, in
some cases, are increasing. Anc
some policyholders are looking for
higher limits and are turning tc
the large capacity in Bermuda k
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fill their programs.

And because several of Bermu-
da's insurers have adopted occur-
renee policy forms over the past
two years, they are attracting rnew
business and expect to be well-
positioned to draw even more
when the market really begins to
harden.

Excess liability rates are firm-
ing for many accounts fol](,wing
several years of "pretty dramatic
decreases," said Joseph M. Rego,
president of Aon (Bermuda) Ltd.

Of those accounts that are re-
newing. any that have significant-
ly more exyosures or are involved
in high-risk areas, such as health
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care or pharmaceutical business,
are seeing some rate increases,
Mr. Rego said. "The sense is that
the market has stabilized and
there are attempts to increase pre-
miums,"” he said.

The largest markets in Bermu-
da, ACE Ltd. and XL Capital
Ltd.,over the past several years
have seen a reduction in promi-
ums as policyholders have pur-
sued cheaper capacity elsewhere,
Mr. Rego said.

Some excess liability rates have
increased by 5% 10 15% over the
past two months, said Michael J.
Hoffmann. assistant vp at Chubb
Atlantic Reinsurance Specialists
Ltd.

"Thal's a common range for a
typical account without severe
loss problems,”" Mi-. Hoffmann
said.

The excess liability market ap-
pears to have bottomed out, said
Clive Tobin, president and chief
executive officer of XL Insurance
Ltd.

Underwriters are beginning to
par'e back some of the endorse-
ments they previously had of-
fered, he said. For example. some
insurers had previously offered
employment practices liability
coverage on their- general liability
policies without charging an addi-
tional premium, and fewer are

now willing to do that, Mr. Tobin
said.

There is no way we
would offer $150 million

to a pharmaceutical

risk right now,' says
Clive Tobin.

XL is restricting the capacity it
will offer high-hazard risks, Mr.
Tobin said. "There is no way we
would offer $150 million to a
pharmaceutical risk now."

There is still significant pres-
sure from major clients and bro-
kers to keep prices low, but insur-
ers will still likely push through
10% to 15% increases on excess
liability business in this renewal,
he said.

Paul Scope, chief executive of
H&H Park International Ltd., the
brokerage unit of MRM Group
Ltd., said, "We've seen a long soft
market, and the insurers here did
lose business because they were
not giving away a lot in terms of
reduced premiums," he said. "But
that has leveled out, and we have
not seen any business leave the is-
land this year."

Bermuda's insurers have seen a
reduction in business over the
past several years as insurers in
the United States and London
have aggressively competed for
both excess liability and D&O
business, said Colin James, CEO
of Atlantic Security Ltd., an inde-
pendent brokerage and captive
manager.

Contributing to this exodus has

been reluctance on the part of
Bermuda insurers to offer the oc

currence form for excess liability
risks, Mr. James said.

Under the occurrence form, the
loss event is deemed to bo the date
of the event, regardless of when it
is reported. In contrast. under the
occurrence-reported form, the
loss is deemed to have occurred on
the date the policyholder notified

See Excess on page 24
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Continued from page 22
the insurer of the loss

When ACE and XL started up in
the mid-1980s, they offered only
occurrence-reported coverage and,
because there was limited capacity
for excess liability business, risk

managers were will.ng to accept
the restrictions of the forms in

Bermuda.

But now that occurrence cover-
age is abundant in other markets,
Bermuda insurers are gradually
beginning to offer the coverage as
well, Mr. James said. American In-
ternational Group Inc. unit Starr
Excess Liability Insurance Co.
Ltd. began offering occ urrence
coverage in 1998, and XL started
in 1999.

"Occurrence coverage is there
forever, and that is quite an ad-
vantage for a risk manager to
have," Mr. James said.

XL now offers occurrence cover-
age for risks without large prcduct
liability exposures, said Mr. Tobin.

"We felt that some of the less
hazardous risks were moving to
the occurrence form and we felt
that it was important that we of-
fered occurrence coverage for
those risks," he said.

XL had previously lost business
because of its unwilingness to of-
fer occurrence coverage, Mr. Tobin
said. So far this year, the company
has written 15 occurrence ac-
counts that likely wcnld have gone

to other insurers had XL not of-

fered the broader coverage, he
said.

XL. however, will limit the ca-
pacity it offers for occurrence-
form risks, Mr. Tobin said. On
most U.S. risks, the insurer will
offer only $50 million, compared
with :he $150 million it offers on
its occurrence-report form.

Starr and XL's decision to fol-
low orcurrence forms has brought
new ousiness to Bermuda, said
Michael D. Fisher, senior vp at
Marsh Global Broking (Bermuda)
Ltd. In addition, that decision has
brought back some policyholders
that .eft the island when occur-
renee coverage again became
widely available in other markets,
he said.

" Sc we've seen a stabilization
here, and there is much less ero-
sion cf business," he said.

ACE has also made some adjust-
ments to its forms for excess lia-
bility business, said G. Rees
Fletcher, senior vp at ACE Ber-
muda.

The insurer will now follow the
form used by Associated Electric
& Gas Insurance Services Ltd., a
Bermuda liability insurer that spe-
cializes in the utility industry, Mr.
Fletcher said. "The clients wanted
the v-hole program to be on the
same form, and we were able to be
a bit more flexible," he said.

ACE is considering offering
some occurrence coverage for non-
volatile sectors, such as financial
services companies, Mr. Fletcher
said.

Chubb writes occurrence cover-
age, and it follows the common
utilit.es form, Mr. Hoffmann said.
"Risk managers like that, so that
has been helpful," he said.

All of the Bermuda markets are
now more willing to write a
manuscript policy to provide cus-
tom-made excess liability cover-
age, said Mr. Scope of broker
H&H Park. "They are much more
accommodating than they were
before.”

Energy mutuals Oil Insurance
Ltd. and Oil Casualty Insurance
Ltd. are both enjoying strong peri-
ods due to a lack of losses and
strong investment income, said
Jon R. King, president and chief
executive officer of both compa-

nies.

'We are seeing
anywhere from 5% to

15% increases and we
think it will continue,’

says Charles Szvetecz.

OCIL has decided to follow oth-
er Bermuda market forms, Mr.
King said. "Our form was similar
but unique," and that meant OCIL
was generally the top layer in pro-
grams in which it participated.
The company offers $100 million
in liability limits and $50 million
for D&O.

The company has seen its D&0O
business dwindle over the past
several years, but the decision to
follow other D&O forms is boost-
ing that business somewhat, Mr.
King said. "We've already got
some new customers because of
that change."

OCIL has also broadened its

membership to include power gen-
eration. electrical utility and min-
ing companies, Mr King said.

D&O business .n Bermuda also
is stabilizing, ending several years
of price decreases.

"There have been some increases
made on an account-specific basis,
but cagacity remains abundant,”
said Aon's Mr. Rego.

Companies renewing their D&0O
coverage have.seen rate increases
over the past two months, said
Charles F. Saveteez, vp-financial
and professional lines at Chubb
Atlantic Indemniiy Ltd.

"We are see: ng anywhere from
5% to 15% increases, and we think
it will continue," be said.

In addition, some policyholders
are interested in buying higher
D&O limits, he said.

"The judgmenss and settlements
are becoming nuch larger, so
there is renewed interest in mak-
ing sure thal you have adequate
coverage," Mr. Szveteez said.

Most D&O c,xerages are renew-
ing as expiring, and there are no
further decreases said Mr. Scope.

Bermuda is beginning to see
some new D&O business, Mr.
Scope said.

In many case..that business is
coming from risc managers who
previously were covered by ailing
insurers such 2 s Reliance National
Insurance Co., as well as from
buyers who expect a turn in the
market and want to re-establish
relationships Fi-21 Bermuda insur-
ers, he said.

The D&0 marKet indeed ap-
pears to be firming, said Mr.
James of Atlantic Security. Pric-

irg is st.11 compe.itive, he said, but
the security and claims-paying
reputation of insurers in Bermuda
is helping them retain business, he
said.

Mark Herman, manager-casual-
ty at ACE Bermuda, said, "What
we've been seeing here over the
pas: two mon:hs is price increases
on a broad basis"” for D&O liabili-
L

As the market nardens, large net
underwriters such as ACE will
have an advantage, as their capac-
ity will net be restricted by the
withdrawal of reinsurance capaei-
ty, Mr. Herman said. "The reinsur-
ers will take a much more critical
eye" toward the risks they write,
he said.

ACE atso has made some refine-
ments tc its Corporate Officers &
Directors Assurance Ltd. unit's

potcy oref the past year, Mr. Her-

man said.

The policy provides broad pri-
mary difference-in-conditions
coverage for the personal assets of
directors and off.cers for risks that
their corporaticns are unable or
unwilling to indemnify. ACE has
expandsd :hat coverage to include
pollution and bodily injury,
among ether exposures, Mr. Her-

The changes tc the CODA policy
amiun: to mire of a "makeover”
than a redrafting, said Mr. Scope.
'‘But that s : compliment to the
original form, because is hard to
make tie zozer:ge any broader,"”
he said. While existing clients re-
main loal to CGDA, few new cus-
somers are buying the coverage, he
said. Ell



Bermuda

By GAVIN SOUTER

hatever the next
trend in the world
insurance market
may be Berinuda
will be ready to re-
spond, according to
advocates for the Bermuda market.

The flexibility of Bermuda's reg-
u] atory structure and the small
staff size of most companies that
operate there combine to create an
environment in which innovative
products that generate large rev-
enues can thrive, market observers
say.

Companies located in Bermuda
must produce high-revenue busi-
ness in order to justify the steep
cost of doing business on the is-
land, and Bermuda's regulatory
structure allows them to do just
that.

"What has happened over the
years, because of the concentration
of talent in Bermuda and the ex-
pertise. Bermuda has become an
insurance lab, if you will," said
Bermuda Premier Jennifer Smith.

And with the development of the
Internet and a recently passed e-
commerce law that encourages
companies to set up Internet busi-
nesses on the island, Bermuda will
be better-positioned to provide
products and services to companies
throughout the world, the premier
said.

"The Internet happened at the
right time for us and offers the
globe as an opportunity,” Ms.
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prepares for next insurance market trend

Smith said.

"The advantage of Bermuda is its
relatively sophisticated infrastruc-
ture," said Lawrence S. Doyle,
president and chief executive offi-
cer of Annuity & Life Reinsurance
Ltd."It's known as a capital of in-
surance and reinsurance.”

"The regulatory environment
here is very stable. It's strongl>
regulated but also flexible. And, of
course, il's still a favorable tax
domicile,” Mr. Doyle said.

Bermuda's fiscal environment is
suited to low-frequency/high-
severity business, because a small
number of staff members can effec-
tively manage a large pool of capi-
tal- said James P. Bryce, president
and CEO of International Property
Catastrophe Reinsurance Co. Ltd.

"Butt if you are looking at some-
thing that's labor-intensive, like
facultative reinsurance or home-
owners insurance, then Bermuda is
not an efficient place to do busi-
ness," Mr. Bryce said. "The cost of
doing business is still fairly high, so
that is why we concentrate on a
limited number of transactions
that require a limited number of
staff,” he said.

Given the typically small staff
size of businesses in Bermuda and
the significant cost of doing busi-
ness on the island, companies in
Bermuda must focus on high-rev-
enue business, said Albert Benchi-
mol, chief financial officer of Part-
ner Reinsurance Co. Ltd. "So, we
have to focus on high-value-added
products and services," he said.

Insurers and reinsurer= ir
Bermuda and those that come to
the island in the future will contin-
ue to focus on non-traditonal
products, said Clive Tobin, presi-
dent and chief executive officer of

XL Insurance Ltd.

'The Internet happened
at the right time for us
and offers the globe as
an opportunity,’ says

Premier Jennifer Smith.

The biggest change in Bermuda
has been the movement by insurers
and reinsurers from "pure proper-
ty/casualty companies into con. pa-
nies that have more financial guar-

antee components in them," Mr.
Tobin said.

"There will be a lot more interac-
tion between investment banks and
Bermuda companies in structuring
transactions," Mr. Tobin predicted.

"People are going to come to

Bermuda for customized transac-
tions.”

Several Bermuda companies
have the necessary staff to con-
struct financial deals, and the reg-
ulatory environment in Bermuda
gives them the flexibility they need
to structure transactions, Mr. To-
bin said.

"In some ways, (the Bermuda
market) is just a reflection of a col-

lection of young c -,mpanies that, by
design, aro very flexible and very
nimble and able to seize opportuni-

ties," said Graham C. Pewter, pres-
ident and CEO of Commercial Risk

Partners Ltd.

Also, Bermuda s companies are
not bound by tradition and so are
readily able to embrace new oppor-
tunities, he said.

"l think that kind of success
feeds on itself,” Mr. Pewter said.

Bermuda has always been out
front among domiciles in respond-
ing to insurance market crises, and
it will continue to be a leader in
that respect, said Kin K. Gee. chief

life and health officer at Tempest
Reinsurance Co. Ltd.

"We saw that in the mid-'8Os
with excess liability, we saw that
with finite risk reinsurance,” Mr.
Gee said. He also noted that
Bermuda responded with products
in 1993 that helped to ease a prop-
erty catastrophe irsurance crisis.

"Now," Mr. Gee said, "we're see-
ing it with life reinsurance.”

Mr. Gee said that although he
can't predict the next market trend
to emei-ge from Bermuda, he could
say with confidence that "the next
time something happens and the
U.S. marketplace is not respond-
ing, it's natural for either new
start-up companies or current enti-
ties to respond to it" from the
domicile.

Mark Lima, senior vp of ACE Fi-
nancial Solutions International,
said that although it isn't essential
that his company write its finite

risk products in Bermuda, "there
are a lot of advantages,” he said.

"First of all, finite risk really
started in Bermuda.”™ Mr. Lima
said. "It's been written in Bermuda
for almost two decades....There is a
lot of expertise on the island doing
this.

And that experience extends to
the law firms, banks, accounting
firms and others that provide ser-
vices to finite risk underwriters,
Mr. Lima said.

"The thing that | think underpins
it all is the strong partnership that
exists between government and the
industry. The regulatory frame-
work is very flexible and allows us
to offer these innovative products
that we've become known for.” he
said.

There are still some obvious gaps
in the Bermuda market that could
be filled by local companies or by
new companies coming onto the is-
land. said Colin James, CEO of At-
lantic Security Ltd, an indepen-
dent brokerage and captive man-
ager.

"What | find astonishing is that
Bermuda is the largest captive
domicile in the world and it only
has one active captive reinsurance
facility, which is Chubb Atlantic
(Reinsurance Specialists Ltd.).
There's a world of opportunity for
someone to set up an office to un-
derwrite captive reinsurance,” Mr.

Jarnes said.

Michael Bradford and Rodd

Zolkos contributed to this article.
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Reinsurers see possibilities in life, health business

By MICHAEL BRADFORD

ong a dornicile for innovative
property/casualty underwrit-
ers, Bermuda is becoming
home to a new group of rein-
SUIrrs taking on life and
health business.

The quick success of Annuity & Life
Reinsurance Ltd. has other reinsurers
setting up operations to provide a van-
ety of offerings to U.S.-based life in-

Annuity & Life Re began operating
in April 1998 and has seen steady
growth. Last year, the reinsunzr posted
annualized life premiums of $110 mil-
lion and expects that figure to be
around $160 million by the end of this
year, said Lawrence S. Doyle, presi-

dent and chief executive officer of the
Hamilton, Bermuda company.

Profits for the publicly traded rein-
surer reached $37 million in 1999, its
first full year in operation, and it has
posted a $31 million gain in the first
nine months a[ this year.

"We reinsure .arge blocks of life in»
surance," Mr. Joyle explained. "b'pi4
cally, some cl the large writers of lib
insurance in the United States look b
buy reinstuance to enhance their over-
all rate of return”

Annuity & Life Re's business is

based on the bel.ef that insurance pay-
outs will comelater than mos: insurers

expect.
Mr. Doyle eflained that life insur-

ers use actuarial tables that are eon-

servative in th* projections i policy-

holder life spans, actuarial projections
that differ from those made by the

"We expect people wiltlive longer,
due to lifestyle improvements, medical
advancements, better health care,
etc.," he sad "We project some mor-
tality imprcvement which typically is
not in the actuarial numbers used by
(insurers) ili the U.S."

Annuity & Life Re has reinsured
coverage on "4.6 million lives, but our
average exposure is less than $14,000
per life, " said Mr. Doyie. "It's very sta-
ble and predictable."”

Annuity & Life Re also reinsures
fixed-anrmity business. Fixed annu-
ities, which guarantee a certain return,
require writers to have significant
amounts of capital, Mr. Doyle pointed

A Shaiired Vissfi©oim

out. As a result, writers of those annu-
ities are seeing "a 1ct of strain now," as
investors turn from a volatile stock
market to the fixed-return instru-
ments.

By reinsuring a portion of the busi-
ness, writers of fixed annuities don't
have to post as nuch in the way of

risk-based capital reserves, Mr. Doyle
said.

"And we share cur offshore advan-
tageby giving therr.back 30 to 40 basis
points, which is a significant sum’
that helps the annuity writer improve
its profitability or Expand its sales, he
said.

"We are very fccused, we only do
annuity and life bnsiness," Mr. Doyle
said. Annuity & life Re stays away
from coverages such as acciden.,

Celebrating Partnerships That Have Changed Our World

resourcefulness, perseverance and courage in facing

1,1,50le (,111,©1,11,3,L.1151,r,mil,3,9 Thomas Jefferson chose
his expedition leaders with care. Captains Meriwether
Lewis and William Clark were seasoned strategists,
insightful observers, trusted friends. They, in turn,
had the good ludgement tc partner thei, resourzes
with Native American Sacagawea. Hai innate
knowledge and extraordinary recall more than made
up for the geographic and cultural maps that Lewis
and Clark lacked. The result? A partnership whose

the unknown changed forever the landscape - and the
future - of America by opening the Western Territory
to explontion and settlement.

At OPJ., being a valuable partner to our clients is
the key to our business philosophy. We have become
one of the world's largest reinsurers by nurturing
mutually beneficial long-term relationships and by

providing creative and responsive financial solutions

to meet our clients' reinsurance needs.

OVERSEAS PARTNERS LTD.

QUALITY PARTNER. QUALITY ?ARTNEESHIP.

=2ll— ., r

Mintflower Pli*:e P.O. Box ]JINT 1581 8 Par-La-Ville I:,)ad llain 11()11 ]Ihi ()8 8ermud.i

lelophone: 441-295-0788 Facbmile: 44 1 -292-9 1 42 1, '10- overseaspartners,com
Rated A E.rcellent bv A.M. Rest

health and disability. "We don't do
group business either," he said.

Competitors have arrived on the is-
land and are beginning to write cover-
ages that are similar to those handled
by Annuity & Life Re.

"l think the only company that has
come to Bermuda to enter our busi-
ness, as well as other businesses, is
Max Re, which is more a financial
reinsurance player"” in a variety of
lines, Mr. Doyle said. Whereas Max Re
offers more of a "hedge fund" type of
product, he said, Annuity & Life Re's
more conservative offerings are
backed by collateral in the form of let-
tens of credit or trusts.

Max Re Ltd. began operating on
Jan. 1, and "our focus is on gathering
assets to manage," said Philip R.
Kruse, executive vp of the reinszimr.

Mr. Kruse said deals written by Max
Re include blocks of life business,
where the underlying liability is mor-
tality, and pension and structured set-
tlements, where the liability is longevi-
ty.

Max Re is'somewhat

indifferent to the
underlying liability, as
long as it's predictable,’
says Philip R. Kruse.

Max Re's transactions are not "fi-
nancial reinsurance in the more nar-
row, traditional sense,” said Chris
Rutten, seniorvpat Max Re. "It'sreal-
ly a little bit different than developing
new products for introduction into the
marketplace. Our transactions are
pure financial transactions."

Ed Betteto, senior vp at Max Re,
said the reinsurer looks for "asset-rich
books of business" for its particular
brand of reinsurance. The reinsurer
invests 40% of its assets in a hedge
fund, to attain higher returns than
through more-traditional and conser-
vative investments.

Mr. Knise explained that Max Re is
"somewhat indifferent to the underly-
ing liability, as long as it's predictable
and allows us to gather the assets that
have been supporting that business
and, in effect, recast them using the
advantages of our reinvestment phi-
losophy."

Max Re, like Annuity & Life Re, fo-
cuses on liabilities that, because of
"the nature of their duration, have be-
come quite predictable," Mr. Kruse
said.

He said Max Re is off to a good start,
with a number of "representative
transactions in this first year that are
indicative of exactly the kind of busi-

ness we want to do. We haven't had to

stretch to do transactions that really
don't fit the true nature of the business
plan in order to have transactions."

Mr. Rutten pointed out that Bermu-
da provides a regulatory environment
that makes Max Re's business possi-
ble. The "investment fledbility" of the
domicile gives the reinsurer the ability
to do things that others can't, he said.

"The kind of business that we run
here is the type of business that you
just could not do on a U.S.-regulated
balance sheet. And lots of companies
are struggling with how to support
certain long-term liabilities in a cost-
effective manner when U.S. regulatons
make it very difficult" with regard to
investment regulations, he noted

Mr. Kruse said U.S. regulators are
satisfied with the way reinsurance
transactions for U.S. clients are han-
dled by Max Re. "The business that
we're involved in is providing com-
plete, well-thought-through reinsur-

See Life/health on page 30
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Life/health

Continued from page 26
ance transactions” for clients unaffili-
ated with Max Re, he said.

Mr. Betteto pointed out that "every
transaction that we've done on the life
side has been specifically approved by
the customer's regulator. The rules
around how to construct these trans-
actions and how U.S. companies can
take the liabilities off their balance
sheet when they enter into a transac-
tion with us have been established by
the regulators for about 10 years."

Because the actuarial element of life
business is so crucial, finding the right
employees to handle the transactions
is not easy, Mr. Doyle said. He said the
"real barrier to entry" is not capital,
but the "shortage of actuarial talent”
available to do the job.

Being first in the marketplace was a

plus for Annuity & Life Re in that it
was able to hire some of the best actu-
arial talent available, Mr. Doyle said.

There are, he said, "very few actuar-
ies that have the marketing skills and
the technical skills to do the business.
And the buyers of reinsurance at the
companies in North America typically
are actuaries. Our employees have had
very good relationships, historically,
with the buyers.”

Despite such a barrier to entry, oth-
er companies feel confident they can
succeed in the life/health business
from Bermuda.

Kin K Gee was named chieflifeand
health officer at Tempest Reinsurance
Co. Ltd. in June and was given the
task of developing the reinsurer's
life/health business. Tempest is a unit
of ACE Ltd.

The reinsurer's relationship with
ACE helps differentiate it from its
Bermuda competitors, Mr. Gee said.

pr

"The reputation of our balance sheet
and the ability to lo-,k at things dif[er-
ently"” and creatively gives Tempest a

strong position in the marketplace, he
said.

Mr. Gee would nct reveal how much
life business Tempst has written, but
he said that "we have done some

tansactions.”

There are some tig blocks of busi-
ness that may be coming available, Mr.
Gee said, and Temgest is interested in
talking about partimpating

"We think some very large transac-
tions will be coming down the
pipeline-transactions that involve
possible transfer of assets of over $1
billion," Mr. Gee sa-d. "We think that
we could be an interesting discussion
partner for people who are interested
in those kinds of things."

"Having three 07 more players in

this market can only be helpful," he
said. 'I'm not sure we want to take

-
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%, Now, gain access to the Berrhuda, London and European

markets through the expanded MRM Specialty Brokerage

group of companies. In today's rapidly changing marketplace,

knowing where to look and who to contact has become ivital

to sound risk management.
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H&H Park International Limited

Hamilton, Bermuda

ph: 44 (0)20 7309 8900
fax: 44 (0)20 7309 6150.

email: info@mrmh.co. uk,

ph: 441 295 7396
fax: 441 295 4622

email: h&hpark@mrm.bm

some of the large transactions alone
without some partners.”

The handful of players already set
up also lends credibility to the domi-
cile, he added.

One of Bermuda's newest players,
Imagine Reinsurance Holdings Lid.,is
poised to take on life business. The
reinsurer, owned by Trilon Financial
Corp. of Toronto, opened in October
with $200 million in capital and plans
to increase its capital base to more
than $1 billion over the next two years.

Life insurance won't be Imagine's
only business, said Thomas Gleeson, a
principal with the company. "We are
really focused on providing financial
solutions for clients, who are insur-
ance and reinsurance companies, on
their entire portfolios."

"The life side is of interest to us, in
the context of focusing on both sides of
the balance sheet. We'll staff appropri-
ately and seek out opportunities in

Bermuda's
reputation

By DOUGLAS McLEOD

he contmvesy over taxation
of reinsurance ceded to off-

shore affiliates is only the
latest in a series of tax and

regulatory challenges that

Bermuda and Berrnuda-
based companies have faced in recent
yvears.

As with earlier challenges, the is-
land is likely to weather the current
squall by focusing on providing credi-

ble regulato-
ry oversight,
communi-
eating effee-
tively with
U.S. authori-
ties and at-
trading h:gh
quality in-
surance and
entities, said
Mr. Cox Registrar of
Companies
Jeremy E. Cox.

The tax regime that Chubb Corp.
and Hartford Financial Services
Group Inc. complain of-which they
say gives an unfair advantage to com-
petitors reinsuring with Bermuda af-
filiates that can build reserves tax-
free-has been no secret to US. gov-
ernment officials and does not consti-
tute a previously ignored loophole, Mr.
Cox mlggested.

"The U.S. government knows what
is going on with Bermuda," he said. "I
don't think there is anything there to
hide."

Companies have many reasons oth-
et' than tax advantages for incorporat-
ing in Bermuda, he added, including
greater flexibility in such areas as
product development.

"We have a jurisdiction that allows
you to get things done where you
might not be able to elsewhere" be-
cause of rigid reglitation, he observed.

At the same time, the Bermuda gov-
emment must maintain its credibility
as a regulator with both the US. gov-
ernment and international markets to
continue attracting top-flight interna-
tional companies, Mr. Cox said.

When the Organization for Eco-
nomic Cooperation and Development
last summer released its list of "tax
havens" that the organization de-
scribed as having "harmful" tax prac-
tices, Bermuda was not on the list. At
the time, the OECD said that Bermuda
and five other jurisdictions avoided in-
clusion by making "a public polisical
commitment at the highest level...to
eliminate their harmful tax practices
and comply" with OECD principles.

that area," Mr. Gleeson said.

The life business is "clearly a market
where the demand for reinsurance ex-
ceeds supply,"” said Brad S. Hunting-
ton, also a principal with Imagine. Mr.
Huntington said that the life business
has grown much more quickly than
has property/casualty business.

"Just through growth, there are
greater capital demands-and, ac-
cordingly, reinsurance demands-
from that industry, as opposed to
P/C," he said.

Regulatory changes affecting U.S.
life insurance business have increased
the amount of capital required for cer-
tain products, Mr. Huntington pointed
out. Therefore, he said, "the demand
for solutions, including reinsurance
solutions, clearly is there."

"This is what's driving many of the
entities being set up in Bermuda," Mr.
Huntington said. "They are filling a
need." |a]

regulation,
solid: Cox

"You do not hear about scandals.

You do not hear about money launder-
ing. You don't hear about that coming
from Bermuda," Mr. Cox observed.

Whether the current debate over
taxation of affiliate reinsurance will
be resolved quickly remains to be seen.

"l would assume the important
thing in the U.S. is the election,"” Mr.
Cox said, suggesting that the tax de-
bate may wait at least until later this
year.

The tax issue and the threat of being
branded as a tax haven are not the
first tax-related or regulatory up-
heavals in the island's history.

U.S. tax considerations, for exam-
ple, figured prominently in the finan-
cial troubles of several Bermuda cap-
tive insurers in the early and mid-
1980s. At that time, a number of prop-
erty/casualty captives-among them
Gulf Oil Corp.'s Insco Ltd.-suffered
huge losses writing underpriced third-
party business that they hoped would
ensure the tax deductibility of parent
company premiums under the U.S. In-
ternal Revenue Code. Several of these
insurers ultimately went into runoff.
Premium deductibility continued to be
a fiercely litigated issue for years, and
captive owners scrutinized every U.S.
Tax Court ruling for guidance on what
conditions would result in deductions
for parent premiums.

Another major change in Bermuda
resulted not from financial disaster
but from the island's own success.

The rapid growth of highly capital-
ized Bermu(la insurers and reinsurers
in the late 1980s and 1990s led to a
sweeping overhaul of the 1978 Bermu-
da statutes that had been intended
mainly to regulate smaller captive in-
surers. The Insurance Amendment Act
of 1995 created four licensing cate-
gories based on an insurer's size and
business, and imposed a variety of new
regulations, including higher mini-
mum capital levels and stricter solven-
cy and reporting requirements.

The new regulatory regime has gone
a long way in supporting Bermuda's
growth as an international insurance
center, Mr. Cox observed, erediting
several previous government officials
involved in its development.

"They were visionaries, really," he
said The 1995 law "has really done an
excellent job for our department and
for Bermuda...Our solvency require-
ments would stand up quite well
against the U.S. and Canada."

While Bermuda insurers have occa-
sionally created trouble, the domicile
itself will thrive as long as it remains

both attractive to insurance investors

and watchful in its oversight, Mr. Cox
observed. ial
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Charting Bermuda's history

Bermuda was founded in 1609
by Admiral George Somers,
commander of the English sbip

Sea Venture, wbicb wrecked near

tbe island. Word of tbe discovery
of tbe island-wbicb bad first
been spotted by a Spanish sailor,

Juan de Bermudez, in 1515-and

its reputation for storms spread
ripidly, later inspiring William
Shakespeare to write "Tbe
Tempest.”

It was almost 250 years later
that the island's beginnings as an
insurance center could be seen.
Some key milestones in

BermudaY insikrance history
include:

1840: Bermuda Marine
Assurance Co. founded. The
company insured cargo en route
from Bermuda to Philadelphia
aboard the ship Liberty.

1947:

A | G Ameriean--

Co. Ltd. was

forrned in
Bermuda to write all of AIG's
non-life business. An act of
Bermuda's Parliament provided
for the company's formation.

1948: International Reinsurance

Co. becomes the first reinsurance

company to operate in Bermuda.

1963: Fred Reiss founds
Bermuda's first captive

management company,
International Risk Management.

1966: The introduction of the
Exempted Undertakings Tax
Protection Act assures freedom
from any Bermuda tax computed
on a company's profits or income
until the year 2016.

Somerst

coa -1

1968: Marsh & McLennan Cos.

Inc. forms Ehe captive manager
Marsh & McLennan

Management Services (Bermuda)
Ltd.

PHOTO: AFP

1971: Oil Insurance Ltd., formed
by a group of oil companies
seeking coverage for their NOIth
Sea rigs, is Bermuda's first group
captive. OIL issues its first policy
in January 1972.

1971: Bermuda officials,
undertaking the first informal
count of captives, find that as
many as 150 captives are
incorporated there.

1972: Hopewell International
Insurance Ltd., a property risk
pooling facility, is formed to

allow captives to access
reinsurance markets.

1977:

-) 9 Mutual Risk
LE, 7 21-b#, 8 Management

is founded in

Bermuda as a captive manager.

St. George

C.3&: 9 2.,.CD
1Ife, Ky5'l: ’

52» 3

The company would become the
world's largest provider of rent-a-
captive programs.

1978: The Bermuda Insurance
Act is passed. The Act is
established to increase Bermuda's
credibility as an insurance center
for caprive insurance and

reinsurance.

1978: Trenwick Reinsurance Co.
Ltd. is created in Bermuda by
four former executives of General

Reinsurance Co.

1980: The Bermuda Independent

Underwriters Assn. is formed.

1981: Bermuda has 11017
registered insurers, writing $4
billion to $5 billion in premium.

1984: Bermuda Risk Exchange is
formed by the Bermuda Captive
Insurance Cos. Assn. as a risk
pooling mechanism. The
exchange dies in 1997, amid a
prolonged soft market

1985: ACE Ltd. is created by 34
corporate shareholders, Marsh 86
McLennan and Morgan
Guaranty Trust

Co. to write

excess liability
and D&O

insurance. While
originally formed
in the Cayman Islands, ACE

redomiciles in Bermuda the

following year.

1985: Mentor Insurance Co. is

ordered liquidated, one of several

PHODS: COURTESY OF BERMUDA D. ARTMENT OF TCURIS\1, BERMUDA INTERNATIONAL BUSINESS ASSN.

Bermuda captives to cease doing
business.

>Z16(APITAL

1986: X.L. Insurance Co. Ltd. is
formed in Barbados with the help
of MBcM and Morgan Guaranty

to write lower-level excess

liability coverage. The following
year, it opens an office in
Bermuda.

1986: Corporate Officers &

Directors Assurance Ltd. is
formed to write directors and
officers liability insurance for
major corporations.

1987: MEDMARC Ltd. is the
first Bermuda captive insurer to
redomesticate to the United States
in the wake of the U.S. Risk

Retention Act, enacted in 1986.

1988: Centre Reinsurance

Holdings Ltd. forms in Bermuda
and offers finite risk insurance.

1991: Bermuda has 1,323
registered insurers, writing $13
billion in premium.

1991: Under the weight of losses
from the H.S. Weavers line slip in
London, Bermuda Fire & Marine
Insurance Co. spins off its
profitable domestic business into
BF&M Ltd. and places its loss-

riddled international business

into liquidation.

J 23 RUG 1992

1992: Mid Ocean Reinsurance
Co. Ltd. is launched in
November, the first of several
property catastrophe reinsurance

specialists formed in Bermuda
after Hurricane Andrew.

1992: The U.S. Internal Revenue

Service determines that

companies can deduct group term
life insurance premiums paid to
captives, because the premiums

See History on page 34
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History

Continued from page 32
represent unrelated business.

1995: Electric Mutual Liability
Insurance Co., a longtime
General Electric Co. general
liability insurer, moves to
Bermuda at midyear. A few
months later, it declares itself to
be massively underreserved for
GE pollution and asbestos claims
and insolvent by more than $500
million. EMLICO prevails in
massive litigation, including
claims by its reinsurers that the
insurer and GE planned the
collapse to take advantage of

Bermuda's favorable liquidation
laws.

1995: Hopewell is shut down
after 23 years when proportional

reinsurance ceases to be available.

1995: Bermuda overhauls its
insurance law to create four
classes of insurance licenses, with
varying minimum capital
requirements.

1996: Mid Ocean Ltd., LaSalle

© 2000. Patent pending

Re Holdings Ltd., Terra Nova
(Bermuda) Holdings Ltd. and
ACE Ltd. invest in Lloyd's of
London, making Bermuda
insurers and reinsurers some of
Lloyd's largest providers of
capital.

1998: More than a decade after
their founding in response to the
U.S. liability insurance crisis,

ACE and XL open operations in
the United States.

1998: Johnson & Higgins and
Marsh & McLennan merge,
making Marsh & McLennan
Services (Bermuda) Ltd.
Bermuda's largest captive

manager.

1998: The creation of Arrow

Reinsurance Co. Ltd. by
Goldman Sachs & Co. marks the

first Bermuda reinsurer owned by
an investment bank. The creation

of Arrow Re is followed two
months later by that of Lehman

Re Ltd., a reinsurer set up by
Lehman Bros.

1998: Bermuda's Progressive
Labor Party wins its first

elections,
making
Jennifer
Smith the
prernier of
Bermuda.
The PLP's
victory
comes after
30 years of
governrnent
by the
United Bermuda Pay,,

1999: ACE transforms itself into
a multinational multiline
property/casualty insurer and
reinsurer with the purchase of
CIGNA Corp.'s propertykasualty
business. XL greatly expands its
U.S. involvement through its
purchase of NAC Re Corp.

1999: Bermuda ends the year
with 1,534 registered insurers,

writing gross premiums of more
than $27 billion.

1999: PXRE Corp. announces it

will redomesticate to Bermuda.

Several more reinsurers follow.

2000: A group of U.S. insurers

calls on the U.S. Congress to
close a "Bermuda tax loophole,"
following ACE and Xl«'s

expansion into the U.S. and the
redomestication of several other

U.S.-based insurers and reinsurers

to Bermuda.

2000: Bermuda's Segregated
Accounts Companies Act sets
rules for segregated-accounts
companies, or protected cell
companies, and permits the
registration of such companies.

Shirley Henry prepared this
timetable. Sources: Bermuda

Insurance Institute and BI

reporters.

Account
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American Assn. of Orthodontists
Insurance Co. Risk Retention
Group Inc.

Vermont Insurance Managemem Inc.
P.O. Box 306

Mompelier, Vt. 05601;
802-229-5042; fax: 802-229-6280
Oomicile: Vermont
Risls: orthodontists pmlessional liabili genetal liability.
Umits: $500,000 peroccurrence.
Minimum retention: $150,000.

Policy form: claims-made/occurrence
Access: direct

First policy June 1995

1999 premium volume: $3,618,277.

1999 assets:$10,545,922

1999 capital/surplus: $3,175,310

Polic¥holdets: 2,894 in 1999,2,950 estimated in 2000.
Membership: American Assn. of Orthodontists.
Contact: Andrew Sargeant

American Bankers Professional &
Fidelity Insurance Co. Ltd.

Atlantic Security Ltd.

Windsor Place, 18 Queen St.
Hamilton, FM 11 Bermuda;
441-295-5425; fax: 441-295-5444

Oomicile: Bern-uda

Risks: computer crime; 0&0 liabiliM dishonesly bond, em-
ployment practices liabili insutance; financial instimtion bond;
safe depository disabiluy, smmp bond; trust E&0.

Limits: $15,000,000 0&0 liabili; $15,000,000 financialin-
stitution bond; 51,100,000 dishonesty bond; $5,000,000 safe
depository liability, $2,000,000 stamp bond; $5,000,000 trust
E&O0; $5,000,000 3mployment practices liabil®. $6,000,000
computercrime.

Minimum retention: 55,000

Policy form: clams-made

Access: all brokers, direct

First policy. February 1987.

1999 premium miume: $14,500,000.

1999 assets: $84,000,000

1999 capitalsullus: $23,000,000.

Polic¥holders: 3,100 in 1999; 1,200 esmated in 2000.

Membership: A-nerican Bankers Assn

Contact: Dueane S. Dill.

*Rnancial ins*tion bond, dishone* bond, safe depository
liability, employmeit pfactices liability covetage and computer
crime coverage is on a dismvery basis.

American Excess Insurance

Exchange Risk Retention Group
Marsh & McLennan Cos. Inc.

7 Burlington Square, Sixth Aoor, P.O. Box 530
Bulington, Vt 05401;
858-509-6566; fax: 858481-8098

Domicile: Vermonl

Risks: excess professional liabili general liabili.

Limits: primary $50,000,000.

Minimum retention: $2,000,000

Policy form: claims-made.
Access: direct

First policlA June 1990

1999 premium volume: $22,000,000.
1999assets: $197,000,000.

1999 capitalhurplus: EI 00,000,000.
Policyholdets: 20 in 1999,21 estimated in 2000.
Contact Randy Gore.

American Safety Risk Retention
Group Inc.

American Safely Insurance Services Inc.
1845 The Exchange
Aanta, Ga. 30339;
770-916-1908; fax: 770-955-8339
www.americansafetygroup.com
Oomicile: Vermont
Risks: environmental impairment liability; general liabil#;
professional IbbiliM pollutkin liabili suretj, bonding auto liabit-
4, workers comp; umbrella ljabili4'.
Limits: $1,000,000 pri-nary and/or $14,000,000 excess of
$1,000,0(jo.
Minimum retention: $25,000

Policytorn: claims-maje/occurrence.
Access: atl brokers.

First policy: April 1988.

1999 premium volume: $12,265,516.

1999 assets: $9,738,305.

1999 capitathurplus:$5,107,418.

Policyholders: 648 in 1999; 850 estimated in 2000.

Contact Steve Crim

< —

CPA Mutual Risk Co. of America
Risk Retention Group
GPA Mutual Managemem Inc.
2811 N.W. 41st St., Suite A-2
Gainesville, Fla. 32606;
800-543-3029; fax: 352-375-0429
vvww.cpamutual.com

Domicile: Vermont

Risls: CPA firms.

Umils: $20,000,000.
Minimum retention: $1,000

Policy form: claims-made.
Access: direct.

First polic,= July 1987
1999premium volume: $7,156291.

1999 assets $40,604,776.

1999 capilallsurplus: $12,507,464.

Policyholders: 564 in 1999; 630 estimated in 2000.
Contact Bill Thompson.

Casting Manufacturers
Insurance Ltd.

Atlanuc Security Ltd.
Windsor Place, 18 Queen St.
Hamilton, HM 11 Bermuda;
441-295-5425; fax: 441-295-5444

Domicile: Bennuda.

Risls: completed operaons Ibbi Uy; contiactual liab li gen-

eral liability; product liability.

Umits: $5,000,000.

Policy form: daims-made.

Access: all brokers, direct

First policy: October 1981.

1999 premium volume: $176,000.

1999 assets: $6,000,000.

1999 capital/suiplus: $5,000,000.

Polic,holders: 32 in 1999,37 estimated in 2000.

Membership: Michigan Tooling Agn.

Contact: Dueane S. Dill,

College Uability Insurance Co. Ltd.,

A Risk Retention Group
Hawaii Captive Insurance Management Irc.
1164 Bishop St., Suite 1411
Honolulu, Hawaii 96813;
808-538-7766; fax: 808-538-7780

Domicile: Hawaii.

Risks: auto liability, educator's lefl IhbiliM general labiliN.

Umits: $100,000peroccurrence.

Policy form: claims-made/occurrence.

Access: direct

Fird policU July 1988.

1999 premium volume: $1,201,COO

1999 asset $6,211,857

1999 capital/surplus: $2,541,005.

Polic,holders: 7 in 1999; 7 estimated in 2000

Membe,ship: West Coast College Consortium.

Contact 8 TroyWinch; 808-538-7766, ext 2.

D/.66676666 176;U/UNCE, INULelll,.Jel 1:).
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financing facilities

Columbia National

Risk Retention Group

Marsh & Mc'ennan Cos. Inc.

7 Butlington Square, Sbth Floor, P.O. Box 530
Burlington, Vt 05401;

802-864-5515, fax 802-864-5764

Oomicile: Vemiont

, Risls: home war,anu.

Limits The lesse- ot the orig nal sales prices of each home
or $1,000,000, subject to a retairtd deductible of $300,000 pe-
home.

Minimum retentkin: $300,000

Policy form: occurence

Access: captive.

First policy: April 1998

1999 premium volume: $30L050.

1999 assets: $1,E95,556.

1999 capital/surplus: $1,695,556.

Poligholders: 7 h 1999,7 es:imated in 2000.

Contact: Jennifer 3ravelle.

Consumer Specialties Insurance
Co. Risk Retention Group
Vermont Insurance Management Inc.

P.O. Box 306
Montpelier, Vt. 05601;
812-229-5042: fax 802-229-6280
Domicile: Vemiont
Rists: commercial general liati ity.

Limils: $5,000,000 per occullence/ $5,000,000 aggregate
and excess of $5,000 sell-insured retention.

Pol cytorm: clairrs-rnade.
Access: all brokers.

First policy: Octoter 1987.

f 19991 gemm volumo: 629123

9 capitaVsurptus: $4,450,- 32
Policyholdels: 41 in 1999,27 Bilimated in 2000.
Membership: ChEmical SpeciO:ies Manufacturers Assn.
Contact Andrew Sargent

Controlled Risk Insurance Co.
of Vermont (A Risk Retention
Group)

Marsh & McLennan Cos. Inc.

1 7Butlington Square, Skh Floor, P.O. Box 530

BJlington, Vt 05401;
802-864-1712; fax: 802-864-5764
Domicile: Verniort
Risks: general liablity; medical malpractice.

Limits: 55,000,000 to $10,000000 peroccurrence.
Minimum retention: $50,000

NEXXT=

Policy lonn: claims-madanccurrence.
Access: 211 brokers.

F*st policy. January 1995

1999 premium volume $86,131,114.

1999 assets: $33,410,:77

1999 capitallsulplus:810 372,799.
Policyholders: 32 in -59 32 estimated in 2000.
Contact Kathryn M. Elic#,er

L

ELSIP (Excess-of-Loss
Self-Insurance Pool)

RiskCap Inc.
- 655 Lafayette 3., Suite 200
Denver, Colo. 80218
303-338-5688: fE 303-388-5585
Jww.riskcap.com

Domicile: Colorado.

R*: ES 0, general litiit-, propeny littility.

Limit $- 000,000

Po,icy tonn: occurreno.

Access: Colorado sch 1,4 datricts.

Fleet policy. July 199[

1999 premiumvolume $-50,000

1999 assets: $412,000

1999 cap:talhurplus: SI)(,500

Poic¥holers: 3 in 1999 Z esurnated in 2000

Comact Richard Polirl

Eastern Dentists Insurance Co. (A
Dental Society Risk Retention
Group)

'Willis Group Ud.
M2 Uke St.
Eurlington, Vt. 0%0-;
-302-658-9466; t:. 802-658-5520
‘'m/.edic.com

Domicile: Vermont

RisIm: general liabiliM :rof,ssional liabi it,.
Umt $2,000,000 pozssional liability, S6,000,000 general

Policy form: claims-made/ercurrence

Access: d rect, brokers Y livitation.

First policy: Septembe- 1902.

1999 premium volume: 54 900,000.

1999 assets: $18,300.)0)

1999 capitagsurplus:$:AE,0,000

Poticyholders: 3,200 1 1999; 3,500 estimated A 2000.
Membership: state degla ocietes.

Cont.nued on next page
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Employers Equity Insurance Co.

RiskCap Inc.
1655 Lafayette St, Suite 200
Denver, Colo. 80218,
303-388-5688; fax: 303-388-5585
www.riskcap.com

Domicile: Cayman Islands.

Risks: workers compensation.

Policy form: occurrence.

Access: RMS Insurance Services.

First policy: December 1998.

1999 premium volume: $1,402,978

1999 assets: $1,985,000

1999 capitalisurplus: $973,000.

Policyholden: 1 in 1999, 1 estimated in 2000.

Contact Michael Murphy.

Energy Insurance Mutual Ltd.
6200 Courtney Campbell Causeway, Suite 550
Tampa, Fla. 33607;
813-287-2117; fax: 813-878-2523
www.eimltd.Com
Domicile: Barbados
Risks: 0&O0 liability: excess general liability; general part-
ner liability.

Limits: primary: $100,000,000 for excess general liability
and $65,000,000 for excess general partner and 0&0 liab li
W, excess of $25,000,000 for all risks insured.

Policy lorm: claims-made.

Access: all brokers, direct

First policy: July 1986.

1999 premium volume: $57,800,000

1999 assets: $950,500,000.

1999 capital/surplus. $406,300,000

Polic¥holders: 166 in 1999; 163 emimatej in 2000.

Contact: David L Hadler.

Evergreen USA Risk Retention
Group Inc.

Sinser Management Services
346 Shelburne Road, Fourth Floor,
P.O. Box 64649
Butlington, Vt 054064649,
802-658-1474; fax: 802-658-0697
www.evergreenusacom
Oomicile: Vermont.
Risks: privately owned campgrounds; recreational vehi;le
parks.
Limits: $500,000 to $1,000,000, primary $1,000,000 b

$4,000,000 in excess of $1,000,000.
Minimum retention: $300,000

Policy form: claims-made/occurrerce.
Access: direct

Directory terms explained

Listings in the annual Business Insur-
ance directories of alternative risk financ-
ing facilities and rent-a-captives begin
with the name of the facility as well as the
name and address of the managing com-
pany

Listed next is the domicile of the facili-
ty; the risks underwritten; the limits pro-
vided; the minimum retention; the policy
form used and how potential policyhold-
ers can gain access to the facility. Rent-
a-captive listings also specify whether
programs are fully funded or traditional.
The AAREF listings indicate the date the
first policy was written; the date estab-
lished is given for rent-a-captives.

Both directories list 1999 premium
volume and estimated 2000 premium
volume also is given for rent-a-captives.
The 1999 assets and 1999 capital/ sur-

© 2000. Patent pending.

plus also are listed in both directories, as
well as the number of policyhollers in
1999 and an estimate for 2000.

Listed next is a description of the facili-
ty's membership, including any associa-
tion requirements. Completing each list-
ing is the name of a contact person. The
facility or its manager provided all infor-
mation on each facility in response to a
Business insurance questionnaire. Al-
though every effort has been made to re-
port complete and accurate information,
81 is unable to verify all the information
provided.

To obtain a questionnaire for the 2001
directory, contact Business /nsurance, Di-
rectory Department, 740 N. Rush St.,
Chicago, lll. 60611-2590: 312-649-5313
or 312-649-5279; fax: 312-649-7801; or

ws\t www.businessinsurance.com.

First policy: Noember 1989

1999 premium volume: $1,330,000.

1999 assets: $5,120,000.

1999 capital/surplus: $1,500.000

Policyholders: .77 in 1999; 429 estimated ir 2000.
Contact Georg e Chatee.

Exporters Insurance Co. Ltd.

BF&M Mar.agement Ltd.
The ACE Bi Iding, 30 Woodbourne Ave, P.O.
Box HM 1017
Hamilton, HM DX Bermuda;
441-292-1-45; fax: 441-292-8682
www.exporters.bm
Domicile: Bermuda
Risks: export credit political tisk
Limits: $65,(00.000 primary and/or $8,000,000 in excess
of $57.000,000
Policy form: cia ms-made/occurrence.
Access: all broters, direct.
First policy: Math 1990.
1999 premium volume: $21,309,343.
1999 assets: $28,966,593.
1999 capitalturplus: $45,126,125.
Pollcyholders:83 in 1999; 95 estimated in 2000.
Contact: RoteK Svensk, Mark Reynolds.

< —

General Eastern Ski Insurance
Risk Retention Group
Vermont Insurance Management Ir.c.
P.O. Box 306
Montpelier Vt 05601,

802-229-5042, fax: 802-229-6230
Oomicile: Ven- ont
Risks: general jabilit,
Minimum reteition: $250,000

Policy form: ocurrence.
Access: all broxers

First policy: Apil 1988

1999 premiuir volume: $794,367.

1999 assets: 55,108,041

1999 capital/surplus. 53,122,019.
Poligholders: 4 in 1999,5 estimated in 2000.
Contact: Andrew Sargeant.

Global International Insurance Co.
Inc. A Risk Retention Group
Hawaii Cap:ive Insurance Management Inc.
1164 Bishop St., Suite 1411
Honolulu, Hawaii 96813,

808-538-7766, fax: 808-538-7780
Domicile: Hawaii.
Risks: contracijal liability.
Policy form: caims-made.

Access: direct.

}First policy: July 1999.

1999 premium volume: $800,125

1999 asset $1,321,702

1999 capital/surplus: $660,018
Policyholders: 2 in 1999,2 estimated in,2000
Contact: 8. Troy Winch; 838-538-7766, :Xt. 2.

Group Mortgage Reinsurance Co.

Marsh & McLennan Cos. Inc.
7 Burlington Square, Sixth Floor, P.0 Box530
Burlington, Vt 054C1;
802-864-2031 fax: 802-864-5734
www.rimic.com

Oomicile: Vermont.

1999 assets: $872,813

1999 capitaliturplus: $737,710

Policyholders: 6 in 1999,10 estimated n 2001
Contact: Ronda Devino

Guardrisk Insurance Co Ltd.

Alexander Forbes Ltd.
Werksmans Chambers, 22 Girton Road,
East Wing
Johannesburg, 2001 Souti Afri:a;
27-11-645-2000; fax: 27-11-643-2477
vmw.guardriskcom
Oomicile: South Africa
Risks: accident and he: th, auto liab lity; Bngine:ring;
guarantee; property-,general liability; transprtation.
Limits: excess of $142,009,000
Access: all brokers.
First policy August 1992.
1999 premium volume: 5195,003,000
1999 assets: $157 000,0 0
1999 capitallsurplus: $47,000,000.
Policyholders: 70 in 1999; 70 eslimatec in 2000.
Contact Volker Voi Widdern.

o

Heritage Warranty Mutual Insurance
Risk Retention Group Inc.

Hawaii Captive Insu rance Manalem:nt Irc.
1164 Bishop St, Suite 1411
Honolulu, Hawaii 96813,
808-538-7766; fax: 808-538-7780

Domicile: Hawaii.

Risks: contractual liability

Policy form: claims-mads

Access: direct.

First polici': January 1999.

1999 premium volume: $68,115.

1999 assets: $1,005,07E

1999 capital/surplus: $977,895

Policyholders: 2 in 1999.6 estimated i 1 20010.

Contact: 8. Troy Winch: 808-538-7766, ext. 2.

Hurst Holme Insurance Co. Ltd.

International Advisory Services Ltd.
P.O. Box 2274
Hamilton, HM JX Bermuda;
441-295-3688; fax: 441-295-1697
Domicile: Bermuda.
Risks: non-life
Policy form: claims-madeoccurrence.
Access: all brokers, direct.
First policy: January 1986.
1999 premium volume: $15,500.000
1999 assets: $24.000,00C.
1999 capital/surplus: $500,000
Policyholders: 21 in 1999,24 estimated in 2000.
Contact: David Pickering

— H

Intergovernmental Risk
Management Agency

1 Oakbrook Terrace, Suite 412
Oakbrook Terrace, 111. 60181;
630-9324762; fax: 630-932-7378
www.irmanskorg
Oomicile: Illinois.
Risks: auto liabili; cdme; general liability, property; pub-
lic officials; workers compensation.
Limits: $10:000,000.
Minimum retention: $1,000

Policy form: occurrence.
Access:-direct

First policy: January 1979.

1999 premium volume: 520,221,174.

1999 assets: $132,829,536

1999 capital/surplus: $66,002.657
Policyholders: 76 in 1999; 76 estimated in 2000.
Contact: Sal M Blanchj, executive director.

—_

Joint School Districts

Workers Compensation
Self Insurance Pool

RiskCap Inc
1655 Lafayette St, Suite 200
Denver, Colo. 80218,
303-388-5688; fax: 303-388-5585
www.riskcap.com

Domicile: Colorado.

Risks: employers liability; workers compensation.

Continued on next page
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Policy form: occurrence.

Access: Coloradl school districts.

First policy: Jul) 1986.

1999 premium volume: $3,550,000.

1999 assets: $11,100.000

1999 capitalhurplus: $2,100,000.
Policyholders: 4 in 1999; 4 estimated in 2000.
Contact: Michae Murphy.

m

Libris Indemnity Co.

RiskCap Inc
1555 Lafayette St. Suite 200
Denver, Colo. 80218;
303-388-5688; fax: 303-388-5585
www.riskcap.com
Domicile: Caymn Islands
Risks: general liability property/casualty; workers com-
pensation.
Umits: $1,000,0% per occurrence; $2,000,000 aggregate.
Policy tomi: occurrence.
Access: all brokers
FIAt policy: April 1997
1999 premium volume: $1,166,000.
1999 assets: $2,854,000.
1999 capital/surplus: 52,063,000.
Policyholders: 610 in 1999; 706 estimated in 2000
Contact: Richard Poling.

[ gy |

MPC Insurance Ltd.

Marsh & McLennan Cos. Inc.
7 Burlington Square, Sixth Floor, P.O. Box 530
Burlington, V/t 05402-0530;
802-864-6719; fax: 802-864-5764
Domicile: Vermont.
Risks: lawyers p-ofessional liability.
Limits: $10,000,000
Minimummlenlion: $500,000.
Policy form: claims-made
Access: membe, firm
First policy: Sep-embe: 1987
1999 premium volume: $10,435,275.
1999 assets: $97,134,095

1999 capitaVsurplus: 537,240,720.
Policyholders: 12 in 1999: 11 estimated in 2000

Contad: Gary Griswolc.
Mental Health Risk

Retention Group

J. J. Negley Associates Inc.

388 Pompton Ave., P.O. Box 206
Cedar Grove, N.J. 07009;
973-239-9107; fax: 973-239-6241

Domicile: Vermont
Risks: 0&0; general liabili; prolessionalliability.
Umits: $1,000,000 per occurrence; $3,000,000 aggregate.
Policy lorm: claims-made/occurrence.

Access: all brokers.

First policy: January 1988.

1999 premium volume: $5,531,226.

1999 assets: $9.856.358

1999 capital/surplus: $2,978,013.

Policyholdels: 70 in 1999,75 estimated in 2000.
Contact: Marilyn Udis.

—a

N.A.D.A. Indemnity Inc.
dba ACECO

RiskCap Inc.
1655 Lafayette St, Suite 200
Denver, Colo. 80218;
303-388-5688; fax: 303-388-5585
www. riskcap.com

Domicile: Colorado

Risks: golf tournament prize indemnity.

Policy form: occurrence.

Access: National Automobile Dealers Assn

First policy: April 1997.

1999 premium volume: $1,522,000.

1999 assets: $1,100,000

1999 capitalhurplus: $955,000.

Membership: National Automobile Dealers Assn.
Contact: Michael Murphy.

New England Medical Center

Insurance Co. of Vermont Inc.

(A Risk Retention Group)
Marsh & McLennan Cos. Inc.
7 Burlington Square, Sixth Aoor, P.O. Box 530
Burlington, Vt. 05402;
802-864-1713; fax: 802-864-5764
Domicile: Vermont.
Risks: medical malpractice.
Limits: $100,000 per occurrence; $1,000,000 aggregate.

Policy form: claims-made.
Access: direct

First policy: October 1995.

1999 premium volume: $1,127,674.

1999 assets: $5,199,570

1999 capital/surplus: $1,374,631.
Policyholders: 21 in 1999,21 estimated in 2000
Contact Lori Poulin.

Nonprofits' Insurance
Alliance of California
P.O. Box 8507
Santa Cruz, Calif. 95061-8507;
800-359-6422; fax: 831459-0853
www.niac.org

Oomicile California.

Risks: auto liability; auto physical damage; 0&0 liability;
general liabimy; improper sexual liability; professional liability.

Limits: $10,000,000.

Policy form: claims-made/occurrence.*

Access: all brokers.

First policy: November 1989.

1999 premium volume: $13,931,292.

1999 assets: $44,689,763

1999 capital/surplus: $8,077,510

Policyholders: 2,040 in 1999; 2,350 estimated in 2000.

Contact: Susan Bradshaw, vp-member services; 800-
359-6422, ext. 41

*Policy form: event trigger for D&0 and improper sexual
/*bi/4

North American Builders
Indemnity Co.

RiskCap Inc.

1655 Lafayette St, Suite 200
Denver, Colo. 80218;
303-388-5688; fax: 303-388-5585
www.riskcap.com

Domicile: Colorado.

Risks: auto physical damage; builders risk; comprehen-
sive general liability; property liabili; real estate E&O; wolk-
ers compensation

Policy form: claims-made/occurrence.

Access: pure captive.

First policy: May 1990

1999 premium volume: $20,817 307.

1999 assets: $41,180,000.

1999 capital/surplus: $9,123,000.

Polic,holdels: 1 in 1999; 1 estimated in 2000.

Contact: Richard Poling.

Northeast Casualty Risk
Retention Group
Marsh & McLennan Cos Inc.
7 Burlington Square, Sixth Floor, P.O. Box 530
Burlington, Vt 05402-0530;
802-864-5515; fax: 802-864-5764
Oomicile: Vermont.
Risks: closure; environmental impairment liability; profes-
sional liabili.
Limits: $7,693,920

Policy form: claims-made.

Access: direct

First policy: July 1989.

1999 premium volume: $250,000.

1999 assets: $9,915,600.

1999 capital/surplus: $9,889,600.

Polic,holders: 10 in 1999; 10 estimated in 2000.
Contact: Jennifer Gravelle

Nuclear Electric Insurance Ltd.

1201 Market St., Suite 1200

Wilmington, Del. 19801;
302-573-2240; fax: 302-888-3008
www. nmineil.com

Domicile: Delaware.
Risks: property damage; outage.

Limits: $3,250,000,000.

Minimum retention: $1,000,000,000.
Policy form: occurrence.

Access: direct.

First polic,: January 1973.

1999 premium volume: $218,055,000.
1999 assets: $5,588,735,000.

1999 capita!Murplus: $4,139,676,000.
Polic,holders: 81 in 1999,81 estimated in 2000.
Contact: Larry Frank.

«< >

OOIDA Risk Retention Group Inc.

Vermont Insurance Management Ind
P.O. Box 306
Montpelier, Vt. 05601;
802-229-5042 fax: 802-229-6280
Oomicile: Vermont
Risks: cargo; truckers auto liability,
Limits: $750,000 to $1,000,000

Policy torm: occurience.

Access: direct.

Fleet policy Decerrber 1995

1999 premium volume: $4,483,579.

1999 assets: $3,332,979

1999 capital/surplus: $1,376,931.

Polic¥holders: 842 in 1999; 950 estimated in 2000.

Membership: Owner-Operator Independent Drivers Assn.

Contact Andrew Sergeant.

Qil Casualty Insurance Ltd.
Oil Manageme it Services Ltd.
Ace Building, 30 Woodboume Ave.
Pembroke, HM 08 Bermuda;
441-295-0905: fax: 441-295-0351
www.ocil.bm
Domicile: Bermuda

Risks: D&O liability; excess general liability.

Limits: $100,000,000 (excess general liability);

$50,000,000 (0&0 liabi*)
Minimum retention: $50,000,000.*

Policy form: claims-made.
Access: Bermuda brokers.

First policy: 1986
1999 premium volume: $18,662,000,000.

1999 assets: $680,915,000,000

1999 capital/surplus: $390,401,000.
Policyholdem: 57 in 1999,65 estimated in 2000.
Contact Jack Wesley, COO/senior vp.

*Minimum retention for D&0 is $25,000,000.

Oil Insurance Ltd.

Oil Management Services Ltd.

ACE Building, 30 Woodboume Ave.
Pembroke, HM 08 Bermuda;
441-295-0905- fax: 441-295-0351

www.oil.bm

NEXXT=

Domicile: Bermuda.

Risks: marine hulls; property; pollution liabili; well con-
trol

Limits: $225,000,000 per occurrence and excess of
$5,000,000.

Minimum retention: $5,000,000.

Policy torm: occurrence.

Access: Bermuda brokers, direct.

First policy: January 1972.

1999 premium volume: $89,807,000

1999 assets: $3,093,309,000.

1999 capital/surplus: $2,082,687,000.

Policyholders: 45 in 1999; 47 estimated in 2000.

Contact: Jon R. King, president/CEO.

Ophthalmic Mutual Insurance Co.
(A Risk Retention Group)
Marsh & McLennan Cos. Inc.
655 Beach St.
San Francisco, Calif. 94109;
415-771-1002; fax: 415-771-7087
, WWw.omic.com
Oomicile: Vermont.
Risks: 0&0 liability; E&O; employment protection liabilay;
fraud and abuse; professional liabili.
Limits: $1,000,000 to $10,000,000.
Policy form: claims-made.
Access: direct, brokers access available under limited cir-
cumstance.
First policy: October 1987.

1999 premium volume: $15,047,925.
1999 assets: $62,732,493

1999 capitalhurplus: $21,516,408.

Polic,holders: 2,012 in 1999; 2,150 estimated in 2000.
Membership: American Academy of Ophthalmology.
Contact: James Holzer 415-771-1002, ext. 14.

—

PAR Ltd. Program

Mutual Risk Captive Group Ltd.
3088 Bnarcliff Road, N.E., Suite A-1
Atlanta, Ga. 30329,
404-325-1466; fax: 404-325-7177
www.parltd.com

Domicile: Bermuda

Risks: professional liability.

Umits: $15,000,000.

Minimum retention: $25,000

Policy form. claims-made.
Access: direct.

First policy: December 1986
1999 premium volume: $6,400,000.

1999 assets: $45,000,000

1999 capital/surplus $16,000,000.

Policyholders: 100 in 1999,102 estimated in 2000.

Contact Demmie Hicks
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Paratransit Insurance Co., A
Mutual Risk Retention Group

Marsh & MclLennan Cos. Inc.

1000 Ridgeway Loop Road
Memphis, Tenn. 38120;
901-761-1550; fax: 901-684-3539

Domicile: Tennessee

Risks: commercial auto liability; ively business.

Limits: $5,000,000 primary.

Minimum retention: $25,000

Policylorm: occurrence

Access: all brokers, direct.

1999 premium volume: $2,200,J00.

1999 assets: $12,000,000.

1999 capital/suiplus: $2,800,001

Policyholders: 32 in 1999 36 estimated in 2000.
Contact: David Cook.

Physicians Reimbursement Fund
Inc., A Risk Retention Group
Vermont Insurance Management Inc.

P.O. Box 306

Montpelier, Vt. 05601,

802-229-5042; fax: 802-229-6280
Domicile: Vermont

Risks: medical matpractice.

Limits: $500,000 per occurrencE, $1,500,000 aggrejate.

Policy form: occurrence.

Access: direct

First polic,: July 1998.

1999 premium volume: $1,362,686

1999 assets: $14,117,861

1999 capital/suiplus: $4,502,273

Policyholders: 195 in 1999,180 estimated in 2000.
Membership: California Medical Board approved.
Contact: Andrew Sargeant

Premier Insurance Exchange,
Risk Retention Group
Marsh & McLennan Cos Inc.
7 Burlington Square, Sixth Floor,
PO. Box 530
Burlington, Vt 05401;
858-509-6566; fax: 858481-8098
Domicile: Vermont.
Risks: 0&0 liability.
Limits: primary and/or $25,000,)00.
Policy form: claims-made.
Access: direct.
First policy: May 1996.
1999 premium volume: $4,000,000.
1999 assets: $31,000,000.
1999 capitalhumlus: $24,000,COO.
Policyholders: 68 in 1999: 64 estimated in 2000.
Contact: Randy Gore.

© 2000. Patent pending

Program Beta Risk Management

Authority

Beta Healthcare Group
1443 Danville Blvd.
Alamo, Calif. 94583;
925-838-6070, fax: 925-838-6088
www.programbeta.com

Domicile: California.

Risks: automobile liabili4,; D&O liaili* employment p,zc

tices liabiliM health cam prolessional liabili, genetal liabili.

Limits: $50,000,000 primary anc/or $25,000,000 in ex-

cess of $5,000,000

Minimum retention: $1,000

Policy torm: claims-made/occurrence.

Access: all brokers, direct.

First policy: July 1979

1999 premium volume: $26,000,000

1999 assets: $196,000,000

1999 capital/surplus: $40,000,001
Policyholders: 63 in 1999,72 estimated in 2000.
Contact: R Corey Grove.

—

Radian Reinsurance Co.

Marsh & McLennan Cos. Inc.
7 Burlington Square, Sixth Floor,
P.O. Box 530
Burlington, Vt. 05401;
215-564-6600; fax: 215-405-9160
Domicile: Vermont.
Risks: excess layer of moltgage guaranty insurance.
Minimum retention: $481,475
Policy form: occurrence.
Access: Radian Guaranty.
First policy: May 1999.
1999 premium volume: $50,116.
1999 assets: $650,813
1999 capitaltsurplus: $577,304.
Policyholders: 2 in 1999,6 estimated in 2000.
Contact: Howard Yaruss, president.

Richmond Insurance Co. Ltd.

American International Co. Ud.

29 Richmond Road

Pembroke, HM 08 Bermuda,
441-298-5194; fax: 441-292-7969

Domicile: Barbados, Bermuda, Gibraltar.
First policy: 1986

1999 premium volume: $34,900,000.
1999 assets: $779,000,000.

1999 capitaUsurplus: $31 200,000
Contact Ralph Rathien, executive vp.

L

Sargasso Mutual Insurance Co. Ltd.

Marsh & McLennan Cos. Inc.
Victoria Hall, 11 Victoria St.
Hanilton, HM 11 Bermuda;
441-299-8827; fax: 441-297-9715
Oomicile: Bermuda
Risls: 0&0 liabili4,.
Limits: $15.0C0,000, primary and/or $15,000,000 in ex-

cess of $15,000,000,

Minimum retention: *$250,000.

Policy form: claims-made.

Access: direcl

First Bolicy June 1986

1999 premium volume: $790,129

1999 assets: $58,810,980

1999 capitallsurplus: $42822,120

Polkyholders: 13 in 1999: 13 estimated in 2000
Contat: May Lennon.

*Minimum -etention is basec on and varies by asset sae.

Schools Excess Liability Fund

1531 | St, Suite 300
Sacramento, Calif. 95814;
916-321-5300; fax: 916-321-5311
wwN.selflpa.org

Domidle: California.

Risks: auto liabilit,; E&0 excess, general liability.
Limits: $49,030,000 excess of $1,000,JOX)
Minimum retention: $1,000,000

Policy folrn: occurrence.

Access: direcL

First polic¥: March 1986

1999 premium volume: $8,300,000.

1999 assets: $101.285,743

1999 capitathurplus: $43,460,475
Poliglloiders: 1,046 in 1999, 1,060 estimated in 2000.
Contact Join Wilson, execulve director.

Sporting Activities Insurance Ltd.

(SAIL)

International Advisory Services Ltd.
P.O. Box HM 2274
Hamilton, HM JX Bermuda;
441-295-3688; fax: 441-295-1697
Domicile: Bermuda
Risks firearms products liabi*.
Limits: $2,000,000.
Polick form: claims-made.
Access: direct
First policy::une 1986.
1999 xemium volume: $1,300,000.
1999 issets: $5.100,000
1999 :apitalhurplus: $2,500,000
Polic¥holders: 19 in 1999; 19 estimated in 2000.
Contact: David P. Picketing.

States Self-Insurers Risk

Retention Group Inc.
Berkley Risk Admiiistrators Cc. LLC.
1 Columbus Center, Suite 641
Virginia Beach, Va. 23462;
757-490-7838;lax: 757490-7350
www.staterrg.com

Domicile: Vermont.

Risks: excess environnrental impairment liability; pubk

et* excess rabmy.

Limits: $10,000,000 in excess ot $1 )0,000 minimum

self-insured retention.

Minimum relention: $1(0,000.

Policy form: claims-maceoccurrence.

Access: all brokers, direct

First policy: July 1988.

1999 premium volume: $4,817,919.

1999 assets: $11,432,351

1999 capital/surplus: $5 023,397

Policyholders: 59 in 1999; 69 estimated in 2000.
Contact: Robert W. Eserberg.

Subway Owners' Mutual

Insurance Co.

AIG Insurance Management Services Inc.
40 Main St., Suite 210
Burlington, Vt. 05£01;
802-658-9405; fax 802-658-0112
Oomicile: Vermont
Risks: workers compensation
Limies: $250,000.
Policy form: occurrence
Access: L H. Brenner Agency.
First polig: September 1992.
1999 premium volume: 33,493,750*.
1999 assets: $8,611,379
1999 capitalbutplus: $-,065,038.
Polic¥holders: 1,675 in 1999, 1,800 esimated in 2000
Contact: Ann W. Wick.

‘Assumed premium wmen

Sun Valley Indemnity

RiskCap Inc.
1655 Lafayette St Suite 200
Denver, Colo. 80218;
303-388-5688; fax: 303-388-5585
www.riskcap.com

Domicile: Cayman Islands.

Risks: workers compensation.

Access: owners of captiye only.
First policy: August 2000

Polic¥holders: 2 estima-ed in 2000.
Contact: Michael Murphl.

The risk financing directory begins on page 35.

Terra Insurance Co. (Risk
Retention Group)

Vermont Insurance Management Inc.
P.O. Box 306

Montpeller, Vt. 05601,
802-229-5042; fax: 802-229-6280
Domicile: Vermont
Risks: professional liabi*.
Limits: $1,000,000 per claim/$1,000,000 aggregate, pri-
mary and or $1,000,000 per claim/$1,000,000 aggregate.
Minimum retention: *$25,000.
Policy form: claims-made.
Access: direct.
First policlt: April 1988.
1999 premium volume: $6027,539.
1999 assets: $29,035,711.
1999 cal,italtsurplus. $16,549,494.
Policyholders: 84 in 1999,90 estimated in 2000
Membership: Assn. of Soil and Foundations Engineers.
Contact: Andrew Sargeant.
*Minimum retention deductible

United Educators Insurance
Risk Retention Group Inc.
United Insurance Management Co.
2 Wisconsin Circle, Suite 1040
Chevy Chase, Md. 20815;
301-907-4908; fax: 301-907-4830
www. ue. org

Domicile: Vermont.

Risks: buffer excess liability educators legal liability, ERISA/
employee benefits liability; excess liabiliM limited professional li-
64; primaly genetal liabi*

Limits buffer excess liabi*, $900,000" educatofs legal lia-
bility, $25,000,000; ERISA/employee benéefits liability,
$10,000,000, excess liability, $50,000,000: limited professional
liabil, $1,000,000, primary general lability, $1,000,000.

Minimum retention: $2,500*

Policy form: claims-made/occurrence.

Access: all brokers,

First policy: March 1987

1999 premium volume: $38,978,938

1999 assets: $32,859,690

1999 capital/surplus: $15,019,692.

Polle¥holders: 978 in 1999.975 estimated in 2000.

Contact: Bruce Bernstein.

'Minimum retention is based on tgpe of Ask insured.

Continued on next page
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United Home Insurance Co., A
Risk Retention Group

Marsh & McLennan Cos. Inc.

8/ annual directory of rent-a-captives

7 Burlington Square, Sixth Floor, P.O. Box 530
Burlington, Vt 05402-0530;
802-864-5599; fax: 802-864-5764
Oomicile: Vermont.
Risks: home warranty.
Minimum retention: $15,000.
Policy form: occurrence
Access: direct.
First policy: January 1998.
1999 premium volume: $1,307,768.
1999 assets: $2,905,497
1999 capitalkullus: $1,252,116.
Policyholders: 6,075 in 1999; 7,000 estimated in 2000.
Contact Kimbetly Whitcomb.

VHA Risk Retention Group Inc.
Marsh & McLennan Cos. Inc.
7 Burlingtor Square, Sixth Floor, P.O. Box 530
Burlington, Vt. 054024530;
802-864-2741; fax: 802-864-5764

Oomicile: Vermint.

Risks: professional liability; general liability.

Limits: $400,00[ per occurrence; $2,000,000 per hospital.

Policy torm: dairns-made.

Access: all brokers, direct

Fht policy: July 1997

1999 premium volume: $6,803,269.

1999 assets: $15,370,578.

1999 capital/surplus: $1,392,330.

Policyholders: 12 in 1999; 16 estimated in 2000.

Contact: Sharon L. Gazley.

O O @

Western Pacific Mutual Insurance

Co., A Risk Retention Group
RiskCap Inc
1655 Lafayette St., Suite 200
Denver, Colo. 80218;
303-388-5638; fax: 303-388-5585
www.riskcap.com
Oomicile: Colorado.
Risks: new home warranty.
Policy form: claims-made.
Access: warenadmintrator, Resider,al Wartan Corp.
First policy: Jub 1990.
1999 premium volume: $10,600,000.
1999 assets: $77,790,000
1999 capital/surplus: $30.750,000
Contact: Kathy Kranz il

American Re (Bermuda) Ltd.

Powerscourt Management Ltd.
Windsor Place, 18 Queen St., P.O. Box HM
2267
Hamilton, HM JX Bermuda;
441-295-6642; fax: 441-292-1196
Domicile: Bermuda
RisIK womers compensation, general liabiliM auto liabili.
Programs: fully funded/traditional.
Policy form: claims-made/occurrence.
Access: Amerisure Independent Agents.
Established: July 1986.
Premium volume: $838,000 in 1999
1999 assets: $11,606.000.
1999 capital/surplus: $8,133,000.
Policyholders: 6 in 1999; 6 estimated in 2000.
Membership: manufacturing; contracting; wholesale; dis-

ttibutors; agency captives; association captives

Contact: Doug Fullerton.

< —

CAE Insurance Ltd.

Powerscourt Management Ltd.
Windsor Place, 18 Queen St.,
P.O. Box HM 2267
Hamilton, HM JX Bermuda;
441-295-6642; fax: 441-292-1196
Oomicile: Bermuda
Risks: employee health benefits; workers compensation.
Programs: fully funded.
Policy form: claims-made/occurrence.
Access: all brokers, direct.
Established: July 1999.
Premium volume: $1,500,000 estimated in 2000.
1999 assets: $388,000
1999 capitalhurplus: $134,000.
Policyholders: 1 estimated in 2000.
Contact: Doug Fullerton.

-:

Fortress Insurance Co. Ltd.

BF&M Management Ltd.

P.O. BoxHM 1007

Hamilton, HM DX Bermuda,
441-292-6396; fax: 441-292-8682

www. bfm.bm

Oomicile: Bermuda.

Risim: workerscompensation, health; propedy liability; D&0.

Programs: fully funded/traditional.
Policy form: claims-made.
Access: all brokers.

Established. 1977
Premium volume: $4,752,000 in 1999; $5,000,000 esti-

mated in 2000

1999 assets: $12,792,000

1999 capital/surplus: $482,000
Policyholders: 6 in 1999; 7 estimated in 2000.
Membership: insurance; health care; finance.
Contact: Elizabeth Durrant Andrew White.

< —

Geneva Insurance Segregated

Portfolio Co. Ltd.

Monkton Insurance Services

Box 11383 APO

Grand Cayman, Cayman Islands;
345-945-9181; fax: 345-945-6985

Domicile: Cayman Islands.
Risks: medical malpractice; general liabil#; propedy/ca-

sualty.

Programs: fully funded.

Policy torm: daims-made.

Access: all brokers.

Established: 2000

Premium volume: $750,000 estimated in 2000.
Policyholders: 4 estimated in 2(X)0.
Membership: segregated porttol-o companies.
Contact: David Self.

Hanseatic Insurance Co.

(Bermuda) Ltd.

Atlantic Security Ltd.
Windsor Place, 18 Queen St.
Hamilton, HM HX Bermuda,
441-295-5425; fax: 441-295-5444
www.asl.bm

Oomicile: Bermuda.

Risks: all lines.

Programs: fully funded/traditional.

Policy torri: claims-made/occurience.

Access: all brokers, direct
Established: 1970

Premium volume: $5,500,000 in 1999; $4,400,000 esti-

mated in 2000

1999 assets: $8,000.000

1999 capital/surplus: $250.000.

Pollcyholders: 10 in 1999; 12 esrimated in 2000.
Contact: Colin C. James; cjames@asl.bm.

IPC Group*

Mutual Risk Management Ltd.

44 Church St. P.O. Box HM 2064
Hamilton, HM HX Bermuda;
441-295-5688; fax: 441-295-1527

www.mutrisk.com

Domicile: Barbados, Bermuda, Dublin, United States.
Risks: workers compensation.

Limits: $250,000 specific/$500,000 aggregate.
Programs: fully funded/traditional.

Policy form: claims-made/occurrence.

Access: all brokers, direct, Commonwealth Risk Services.
Premium volume: $154,000,000 in 1999.

1999 assets: $882,000,000

1999 capitalhurplus: $393,000,000

Polic¥holders: 503 in 1999;

Membership: cortracting; health care; manufacturing;

mercantile; sports franchises; tensportation.

Contact: David Alexander, president.
*A compilation of five IPC companies.

m~—1

Magna Carta Insurance Ltd.

Atlantic Security Ltd.
Windsor Place, 18 Queen St.
Hamilton, HM HX Bermuda;
441-295-5425; fax: 441-295-5444
mm.asl.bm

Domicile: Bermuda

Risks: all lines.

Limits: $250,000 to $50,000,000.

Programs: fully funded/traditional.

Policy lorm: daims-made/occurrence.

Access: all brokers

Established: January 1974.

Premium volume: $7,000,000 in 1999, $12,000,000 esti-

mated in 2000

1999 assets: $20,000,000.
1999 capital/surplus: $250,000.
Contact: Colin C. James; ciames@asl.bm.

MICOA Indemnity (Bermuda) Ltd.

Mutual Insurance Corp. of America (MICOA)
Management Ltd.
18 Queen St.
Hamilton, HM JX Bermuda;
441-295-8495; fax: 441-292-1196
Domicile: Bermuda,

Risks: property/c:sualty; professional liability; workers

compensation

Programs: fully funded/traditional.
Policy form: daims-made/occurrence.
Access: all brokers.

Established: May 1999
Policyholders: 5 estimated in 2000.
Contact: Andy McComb.

Monkton Re Segregated

Portfolio Co. Ltd.

Monkton Insurance Services Ltd.
Box 11383 APO

Grand Cayman, Cayman Islands;
345-945-9181; fax: 345-945-6985

www.monkton.com

Domicile: Cayman Islands.

Risks: proper¥casualty, general liability.
Programs: traditional.

Policy torm: occurrence.

Access: all brokers.

Established: 2000

Premium volume: $650,000 estimated in 2000.
Policyholders: 4 estimated in 2000.
Membership: segregated portfolio companies.
Contact David Sell

Mutual Indemnity (Dublin) Ltd.

Mutual Risk Management Ltd.
44 Church St., P.O. Box HM 2064
Hamilton, HM HX Bermuda;
441-295-5688; fax: 441-295-1527
www. mutrisk.com
Domicile: Dublin
Risks: workers compensation.
Limits: $250,000 specific/$500,000 aggregate excess.
Programs: ful funded/traditional.
Policy torm: claims-made/occurrence.
Access: all brokers, direct, Commonwealth Risk Services.
Premium volume: $1,600,000 in 1999
1999 assets: $289,000,000
1999 capital/surplus: $268,000,000.
Membership: contracting; health care; manufacturing;

mercantile; sports franchises; transportation.

Contact: David Alexander, president.

Mutual Indemnity (Barbados) Ltd.

Mutual Risk Management Ud.

44 Church St, P.O. Box HM 2064
Hamilton, HM HX Bermuda;
441-295-5688; fax: 441-295-1527

www.mutrisk.com

Domicile: Barbados

LITIGATION MANAGENMENT

eFF he insurance industry is looking at litigation

U management in a whole new way.

One that provides greater accountability, manage
ability and, ultimately, profitability. All without the
liability now associated with third-parly reviewers.
It is called, simply, Visibillily

This unique online system, using

proprietary ASP -echnology, empowers both
insurers and their counsel to more clearly see

and proactively control litigated claims,

from claims set-up to budget preparation and
even real-time bill-to-budget review.

For comolete informamon on how

Visibillity can help cut costs, improve productivity,
and enhance the overall client-counsel relationship,
please call 888-989-7860, or contact us via
e-mail at info@vsibillily.com.
-.visibillity.com

VIS IITY"

The power to see your business clearly.
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Risks: wcrkers compensatbn.

Limits: $250,000 specific.5500,000 aggregate excess.
Programs: fuly funded'trac itional.

Policy lorm: claims-madeloccurrence.

Access: all b-okers, direct, Jommonwealth Risk Setbices.
Premium volume: $213,500 in 1999,

1999 assets: $8,800,000

1999 capitalurplus: $5,400,000.

Membership: contracting health care; manufacttring,

mercantile, sports franchises: -ransportation,
Contact: David Alexander, presicem.

Mutual Indemnity (Bermuda) Ltd.

Mutual Risk Management Ltd.
44 Church St, P.0 Box HM 2064
Hamilton, HM HX Be-muda;
441-295-5688; fax: 441-295-1527
www.mutisk.com
Domicile: Bermuda
Risks: workers compensaton.
Limits: $25C,000 specific/$500,000 aggregate excess.
Programs: fully funded'traditional.
Policy form: claims-made/occurrence.
Access: all brokers, direct, Gommonweaith Risk Senices.
Established: May 1993.
Premium volume: $130,000,00) in 1999,
1999 assets: $354,000,000.
1999 capital,surplus: $66,100,000
Membelship: contracting health care; marutactiring,
mercantile sports franchises, :ransoortation
Contact: Oarid Alexander, president.

Mutual Indemnity Ltd.

Mutual Risk Management Ltd.
44 Church St, P.O. Eox HM 2064
Hamilton, HM HX Bermuda;
441-295-5688; fax: 441-295-1527
www.mutrisk.com
Domicile: Bermuda
Risks: workers compensaton
Limits: $250,00 specific/5500,000 aggregate excess.
Programs: fully funded/traditional.
Policy form: claims-madehccurrence.
Access: all trikers, direct, Commonwealth Risk Sen ice
Established: May 1979
Premium volume: $5,600,300 in 1999
1999 assets: $147,000,000
1999 capital,surplus: $34,000,000
Membership: contracting: he:lth care, manufactl ring;
mercantile, sports franchises; transportation.
Contact: David Alexander, )resident

Mutual Indemnity (U.S.) Ltd.
Mutual Risk Management Ltd.
44 Church St, P.0, Box HM 2064
Hamiltor, HM HX Bennuda;
441-295-5688; fax: 41-295-1527
www.mutiskcom

Oomicile: Delaware

Risks. workers compensation

Limits: $250,000 specific/$500,1}0C aggregate excess.

Programs: fully funded/traditionial.

Policy form: claims-made/occurerce

Access: allbrokers, direct, Commoiwealth Risk Servic:s.

Established: January 1989.

Premium volume: $18,700,00Cin 1999

1999 assets: $88,600,000.

1999 capitalhurplus: $11,200,CO0O

Membership: transportation; hEaltr care; sports franctis-
es, contncting, mercantile; manuta:turing.

Contact David Alexander, presicen-.

—a

North Rock Insurance Co. Ltd.

CNA Risk Services Ltd.
P.O. Box HM 824
Hamilton, HM CX Bermuda,
441-295-6015; fax: 441-295-1702
Domicile: Bermuda
Risks: workers compensation; general liabilm,; auto liabili-
ty, property liability.
Limits: progem specific.
Programs: fully funded/tmditional.
Policy form: claims-made/occurferce.
Access: all brokers.
Established: Jaruary 1997.
Premium volume: $2,000,000' in 1999
1999assets: $21,000,000
1999 capitaliturplus: $17,000,(00.
Policyholders: 16 in 1999,24 e tinated in 2000.
Contact: Thomas R. MeMahon
‘Estimafed

—

Professionals National

Insurance Co. Ltd.

Powerscourt Management _td.
Windsor Place, 18 Queer S:.
Hamilton, HM JX Bermula;
441-295-8495; fax: 441-292-1196
Domicile: Bermuda
Risks: auto liability; commercial liabi W; general liabi ity;
medical malpractice; professional liabilit property liabi tty;
workers compensation.
Programs: fully funded.
Policy form: claims-made/occuirence
Access: all brokers, direct
Established: January 2000.
Policyholders: 3 estimated in 200(1
Contact: Andrew McComb.

Ah6ad of the curve. As your j 9

reihsurance partner, we help gou.get

there and stay there. Cre@Og

th¢i customized solutions you'naed

recuires the innovative thinking: of a

ma'rket leader. We look beyorid the

obyious to envision what migat] be.
Wifh the support of NAC Re, 96u{

haye the power to negotiate the]

competitive curve.

Wwww. nacre.com

Richmond Insurance Co. Ltd.

American Intemationa Co. Ltd.
29 Richmond Road
Penbroke, HM 08 Bermuda,
441-298-5194; fax: 421-292-7969
Domicile: Eia-bados, Bemiula, Gibraltr.
Established: 1986
Prem,um val.ime: $34,900,)00 in 1999
1999 assets: $779,000,000.
1999 capital/surplus: $31,210,000.
Contact: R: Ich Rathien, exe(utive vp.

Rittenhouse Square
Indemnity Ltd.

Powersccurt Management Ltd.
Windsor Place, 18 Queen St.
Haminoi, HM JX Ber,uda;
44--295-3495; fax: 441-292-1196
waw.giBrimedecom

Domicile: Bemuda

Progiams: fldly funded/tradtional.

Polic¥ form: :laims-made/oxurrence

Access: all brokers.

Established: April 1995.

Premium wilume: $2,129,439 in 1999

1999 assets: $3,069,185

1999 capit®surplus: $1,641373

Contict Chales T. Wilmerdng; 610-525-9" 30

)

The Seven Continents

Insurance Co. Ltd.

Kemper Insurance Cos.
7 Victoria St.
Hamilton, HM FX Bennuda:
44-,-292-5105; fax: 441-292-5302
Oomicile: Bermuda
Progtams.klly funded/trad tional.
Access: al brokers.
Established: October 1977
Premiumvw ume: $6,245/72 in 1999. $3,000,000 esti-
mated ir 200C
1999 assets: $91,912,306
1999 capital.turplus: $25.326,966
Polic,holdars: 6 in 1999,8 estimated ir 2)00.
Conted: R iy Lumley.

Sinser Insurance Ltd.

Sirser Management Services ®amuda) Ltd.
Skandi: litemational House, 1 6 Church St,
P.O. Box HM 1514

Ha-niltcn HM FX Bermuda;

441-295-2482; fax: 441-292-1143

www.siiser. com

An 1R*REL Company

Domicile: Bermuda.

Risks: general liability: Bropefi; workers compensatioll

Programs: fully funded/nditional.

Policy lorm: claims-made/occurrence

Access: all brokers, direl

Established: 1989

Premium volume: $28,500,000 in 1999, $40,100,000 es-
timated in 2000

1999 assets: $18.100,010.

1999 capital/surplus: $4,800.000

Policyholders: 35 in 1999,43 estimated in 2000.

Contac Larry Tumbull, Nicholas Frost.

Stuart Insurance Group Ltd.

Libedy International Management
(Bermuda) Ltd.
P.O. Box HM 2455
Hamilton, HM JX Bermuda;
441-296-2131; fa>: 441-296-8846
Domicile: Bermuda.
Risks: auto liability, earthquake, general liability; warranty:
workers compensation.
Umits: $1,000,000
ProgrAms: traditional
Policy form: claims-madejoccurrence
Access direct, Uberly Mutual.
Established: January 1991.

Premium volume: $25,300,000 in 1999; $16,000,000 es-
timated in 2000

1999 assets: $69,000,000

1999 capitaliturplus: $17,500,000
Polic¥holders: 40 in 1939,45 estimated in 2000.
Contact: Simon Dowie, Michael Hardy.

- »

Uni-Ter International

Insurance Co. Ltd.

Uni-Ter International Management Ltd.
Windsor Place, 18 Queen St,
Harrmon, HMJX Bermuda;
441-295-8495; fax: 441-292-1196

wwu.usre.com

Oomic le: Bermuda.

Programs: fully funded.

Policy lorm: claims-made/occurrence.

Access: all brokers.

Established: July 1997.

Premium volume: $3,800,000 estimated in 2000.
1999 assets: $120,000

1999 capitalhurplus: $120,000

Policyholders: 1 estim:ted in 2000.

Contact Andrew McCo nb.

*newly incorporated in January 1999

Universal International

Reinsurance Co. Ltd.

Atlantic Security Ltd.
Windsor Place, 18 Queen St.
Hamilton, HM HX Bermuda;
441-295-5425 fax: 441-295-5444
Domicile: Bermuda
Risks: all lines.
Programs: fully funded/teditional.
Policy form: claims-made/occurrence.
Access: all brokers, direct.
Established: June 1990
Premium volume: $15,000,000 in 1999; $17,500,000 es-
timated in 2000
1999 assets: 13,000,000
1999 capital/surplus: $250,000.
Policyholders. 20 in 1999, 25 estimated in 2000.
Contact: Colin C. Janes, cjames@ast.bm

Universal Re-Insurance Co. Ltd.

Atlantic Security Ltd.
Windsor Place, 18 Queen St.
Hamilton, HM HX Bermuda;
441-295-5425, fax: 441-295-5444
www.asl.bm

Domicile: Bermuda

Risks: 311 lines.

Limits: $100,000 to $100,000,000, primaly $1,000,000

and excess of $100,000 to $250,000

Pmglams: fully funded/taditional.

Policy form: claims-made/occurrence.

Access: all brokers, direct.

Established: June 1974

Premium volume: $40,000,000 in 1999; $45,000,000 es-
timated in 2000

1999 assets: $65,000,000

1999 capital/surplus: $1,500,000.

Pollcyholders: 39 in 1999,41 estimated in 2000

Membhership: associations, agency rent-a-captives, single
entity.

Contact: Colin C James; clames@asl.bm.

Vital Reinsurance S.A.

Sinser (Luxembourg) S.ARL
11 Rue Beaumont
Luxembourg, L-1219 ;
352-22-34-22-1; fax: 35247-02-50
www.sinser.com
Domicile: Luxembourg.
Programs: fully funded.
Policy form: claims-made/occurrence.
Premium volume: $15,000,000 in 1999, $15,000,000 es-
timated in 2000

1999 assets: $50,000,000

1999 capital/surplus $1,500,000.

Polic,holders: 13 in 1999,14 estimated in 2000.
Contact: Tony Nordblad, rnanaging director 1
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Bi directory of international
property/casualty insurers

ma, Russia, Saudi Arabia, Singapore, Slovakla, South Afria

lively rated programs statistics in support of international

Spain, Sri Lanka, South Korea, Sweden, Swterl.nd, Talviar, programs

Thailand, Tnnidad and Tobago, Turkey, Uganda, United King
AlU dom, Uruguay, Uzbekistan, Venezuela and Zimbabwe
Aflillates/fronting arrangements in Antigue, Barbados

70 Pine St, Boilvia, Brunei, Cayman Islands, Egypt, Estonia, Grenada,

New York, N Y 10270 ,
212-770-7000, fax 212-770-6786

www aig com

Mariana Islands, Oman, Peru, Qatar, Republic of Marsha | Is
lands St Kitts, St Lucia, United States and Vietnam

1999 1998 Officers Robert Sandler, chairman, Martin Sullivan, p esi
Total premiums $8,202,000,000 $7,367,000,000 dent, Hamilton Da Silva, executive vp
Inrl premiums $8,202,000,000 $7,367,000000 U S contact Edward Cloonan, vp-external affairs, 212

Claims 170 170 770-6114

Undermiting 270 276

Employees Tooa o Amanz AG Holdings

Non U s 9,941 9,972 Koniginstrasse 28,

Countnes 79 76 Munich, 80802 Germany,

Owned foreign offices 74 73 49-89-3800-0, fax 49-89-3800-6631
Combined ratio 942% 886%

www allianz com

Licensed or accepted Insurer In Argentina, Australia,
Canada, Denmark, France, Germany, Guam, Hong Kong,
Netherlands and the Unded Kingdom

Ambhates/tronting arrangements m Argentina, Australia

Haiti, India, Jordan, Kuwait Lebanon, Lithuania Northern Austria, Belgium, Brazil, Canada Chile, China, Colombia

Czech Republic, Denmark, Ecuador, Egypt, Finland, France,
Germany Gibraltar, Greece, Guam, Hong Kong, Hungary, in
donesta, Ireland, Israel,ltaly, Japan, Lebanon, Malaysia, Mex-
ico, Netherlands, New Zealand, Norway, Panama, Peru
Philippines, Poland, Portugal, Puerto Rico, Russia, Saudi
Arabia, Singapore, Slovakla, South Africa, South Korea,
Spain, Sweden, Switzerland, Taiwan, Thailand, Turkey, Unit
ed Arab Emirates, United Kingdom and Venezuela

Officers Bernard Hengesbaugh, chairman/CEO-CNA Ft-
nancial Corp , Robert V Deutsch, CFC), Jonathan D Kantor,
senior vp/general counsel

U S contact Tania Maffet, strategic project manager
marketing, 312 822-2054

Because the future

IS uncertain, we'll

be here tomorrow.

For over 40 years we've provided tailor-
made solutions to suit changing

circumstances, based on our unrivaled
understanding of the marketplace. To
discover how we can help you succeed in
an uncertain world, contact us today.

phone: 1-800-200-1546

WVWWWWwW._ Ccnare._.com

CNA RE

Asca}yearends 11/3&99and 11/30/98

1999 1998

The Chubb Group

Founded 1919 Total premiums' $37,665,100,000 $35,754,000 000
Parent. American International Group Inc Infl premiums' $26,354,900,000 $23,423000000 of Insurance Cos.
Services captive services, loss services for all major U S 206% 19% S

. p L . 15 Mountain View Road,

lines, retrospectively rated programs, swstics in support of Non-U S 794% 81%

International programs for all major lines Claims o5 o3 Warren, N J 07059,

93 908-903-2000, fax 908-903-3134

Licensed or accepted insurer in Argentina, Australia, Undemtiting 95
Austria, Azerbailan, Bahrain, Belgium, Bermuda, Brazil, Bul Employees 71,661 67,2.3 \wvw chubb com
gana, Canada, Chile, China, Colombia, Cyprus, Czech Repub- U S 11,021 10,223 1999 1998
llc, Denmark, Ecuador, El Salvador, Finland, France, Ger Non U S 60,640 57 OCO Total premiums' $5,701,100,000 $5,503,500000
many, Greece, Guam, Guatemala, Honduras Hong Kong, Countnes 76 75 mtl premiums* $993,800,000 $902,500,000
Hungary, indonesia, Ireland, Israel, 1taly, Jamaica, Japan, Owned foreign offices a6 z5 us 17% 15%
Kazakhstan, Kenya, Latvia, Luxembourg, Macau, Malaysia, Combined ratio 1045% 1008% Non-U s 83% 85%
Malta, Mexico, Netherlands, Netherlands Antilles, New *Comettedatapp/,cable exchange tales Claims 40 40
Zealand, Norway, Pakistan, Panama, Papua New Guinea Founded 1973 Undenwnting 61 61
Par: Philippin Poland, P I, P Ri Roma- e . ™ us
araguay, Philippines, Poland, Portugal, Puerto Rico, Roma Specialties aviation, bonds, commercial lines, corporate 160 160
. - o N Non-Us 220 2,010
clients business, credit insurance, employee benefits heal-h, i
N X N N ) Counties 32 32
infrastructure projects, life manne, personal lines, priper
Owned foreign offices 31 30

Directory

terms

explained

The Business inst#ance directory of glob-
al property/casualty Insurers lists intematton-
al insurers that responded to a 8/ question-

The directory is published as an ed,tonal
service, there Is no charge for companies to
be listed

If provided by the insurer, financial and
operational information for 1999 and 1998 Is
listed, induding total gross premiums and
international gross premiums Premiums
(In US dollars)areforproperty and casualty
nsks In addition, the percentage generated
by foreign operations of U.S employers vs
foreign operations of non-U.S. employers Is
indicated Also provided are the number of

*asualty, transport
Senfices captive services, loss se,vices for all lires, ret
rospectively rated programs, statistics in support of interna- Founded 1960
tional programs for aviation, marine, property/cas.laity, Parent The Chubb Corp
transpoit Specialties boiler and machinery, D&0 energy, excess
Licensed or accepted Insurer m Argentina, Australia, property hability, exporters, financial institutions, geneml lla-
Austria, Brazil, Belgium, Bulgana, Burkma Fiso, Calada, billty, inland and ocean manne, polmcal nsk, property, tech-
Cameroon, Central Afncan Republic, Chile, Czech Repubic, nolooy, travel accident
Denmark France, Gabon, Greece, Great Britain, Hong Kong, Services captive se,vices, loss services, retrospectively
Hungary, indonesia, Ireland, Italy, Japan Luxembourg, Mexi- rated programs
co, Netherlands, Poland, Portugal, Russia, Senegal Singa- Licensed or accepted Insurer in Argentina, Australia,
pore, Slovakia, South Afnca, Spain, Switzerland, Sweden Belgium, Bermuda, Brazil, Canada, Chile, China, Columbia,
Taiwan, Turkey, United States, Venezuela and Vietnam Denmark, France, Germany, Greece, Hong Kong, Ireland,
Affiliates/fronting arrangements in Algena, Armenia, itaty, Japan, Luxembourg, Mexico Netherlands, Portugal,
Azerbaijan, Bahamas, Bahrain, Barbados, Belarus Berin Puerto Rico Singapore South Korea, Spain, Sweden,
Bermuda, Chad, Colombia, Congo, Costa Rica, Cyprus, Do Switzerland, Taiwan, Thailand, United Kingdom, United
minican Republic, Ecuador, El Salvador, Equatonal Guinea States and Venezuela
Fill, finland, Georgia, Ghana, Guatemala Honcuras, Icalaid Affiliates/Ironting arrangements In American Samoa,
Iran, Iraq, Israel, Jamaica, Jordan, Kazakhstan, kenya Angola, Antigua, Bahamas, Bahrain, Bangladesh, Barbados,
Kuwait, Kyrgyzstan Lebanon, Libya, Madagascar, Mali Mal Bermuda, Bolivia, Botswana, Bulgana, Burkina Faso, Congo,
ta, Mauritius, Mongolia, Morocco, Myanmar, Nepal, \tiger Costa Rica, Croatia, Cyprus, Czech Repubk, Dominican Re-
Nlgena, Nonh Korea, Pakistan, Panama, Papua New Guirea public, Ecuador, Egypt, El Salvador, Estonia, Ethiopia, Fiji,
Panguay, Peru, Puerto Rico, Oatar, Romania, Saudi Arabia Finland, Greece, Grenada Guam, Guatemala, Guyana, Hon-
Slovenia, Sri Lanka, Sudan Syria, Tanzania, Togo, Tnnidad duras, Hungary, Iceland, India, Israel Jamaica, Jordan Kaza-
and Tobago, Tunts,a, Uganda, Ukraine, Uruguay, U S Virgin khstan, Kenya, Kuwait, Latvia, Lithuania, Macedonia, Mada-
Islands, Uzbekistan and Zaire gascar, Malaysia, Mauntania, Mauntius, Mongolia, Morocco,
Omcers Hennmg Schulte-Noelle, chairman, Paul Achleit Mozambique, Nepal, New Zealand, Nicaragua Nigena, Nor-

‘Net pmmiums

foreign claims and underwnting offices, the ner, CFO, Detlev Bremkamp, Europe, Near East, Africa, rein way, Oman, Pakistan, Panama, Papua New Guinea,

number of employees involved in foreign
property/ casualty services, including a
breakdown by U S and non U S locations
The number of foreign countries in which
the insurer writes business if followed by the

owned foreign offices, which indicates the
number of countnes in which the insurer has

51% or more of an office The insurers com-
bmed ratio for foreign business also is list-
ed

8/ defines "foreign business" as business
In any country other than that in which the
company ts domded

Listed next Is the year founded, followed
by the insurets parent company Risks in
which the company specializes are noted
under specialtles Semices related to Inter-
national business are also listed

Countries in which the company operates
as a licensed or accepted insurer and
those in which they participate through affiii-
ates/fronting arrangements are listed next
If individual company or office names were
provided for each country, they are induded
in the listing only if significantly different from
the parent company name Finally, names
and tiles of the pnnclpal officers and a U.S.-
based contact person complete the listing

This year, the geographic index will be
available at the Business /nsurance Web site
at mm businessinsurance com The index
includes the country name and property/ca-
sualty insurers that are licensed or have affil-
tates or fronting arrangements in that coun-
try The names of those companies with
whom the insurers have a fronting agree-
ment are also listed

Although every effort ts made to obtain
complete and accurate Informabon 8/ Is un-
able to venfy all information

All figures are listed in U S dollars Ex-

surance, Remer Hagemann, property/casualty Insurarce, Paraguay Pee, Phappines Poland, Portugal, Oatar, Roma-
Germany, personnel director, Herbert Hansmeyer, North and nia Russia, Saudi Arabia, Senegal, Slovaba, Slovenia, Soma-
South Amenca, Gerhard Ruppercht, life and health insurance, lia, South Afnca, Sn Lanka, St Lucia, St Vincent, Sunname,
Germany, Michael Diekmann, Asia-Padic, Helmut Penel, Syna, Tanzania, Trinidad and Tobago, Tunisia, Turkey,

controlling, accounting and tax.

Ukraine, United Arab Emirates, United Kingdom, Uruguay,

U S contact Noreen Cruz, vp-large accounts cemer, U S Virgin Islands, Vietnam, West Indies, Yemen, Zambia,

ncniz@aic-allianzcom

< —

CGNU P.L.C.*

St Helen's, 1 Undershaft,
London, EC3P 3DQ England,
44-0-7283-2000, fax 44-0-7662-1412

WWwW cgnu-group com

Zimbabwe

Officers Dean R O'Hare, chairman, John J Degnan,
president, Thomas F Motamed executive vp/COO

U S contact Mark Schussel, public relations manager,
mschussel@chubb com

-:

FM Gilobal

P 0 Box 7500,
Johnston, R 1 02919,

1999 1398
Total premiums * * $18,131,605,000 NA 401-275-3000, fax 401-464-9031
Intl premiums -$10,269,785,000 NA www fmglobal com
us 45% NA 1999 1998
Non-U 8 55% NA Total premiums $1,295.000,000 $1,389,000,000
Employees 12,170 NA intl premiums $313,705,000 $354,000000
us 7,470 NA us 503% 45%
Non-U s 4,700 NA Non-U s 497 % 55%
Combined ratio 109% LA Claims 6 6
* *Converted at applicable exchange rates Undemrmng 6 2
Founded 2000 Employees m 603
Licensed or accepted insurer in Main operations In Au: us 4 3
tralla, Canada, France, Ireland, Netherlands, New Zealand and Non-U § ™ 600
the United Kingdom Countnes 65 65
Ofticers Bob Scott, group chief executive, Richard Har- Owned foreign offices 8 8
Combined rabo 153% 1356%

vey, deputy group chief executive
*Formed following the merger of CGU PLC and Nomch
Union PLC, May 2000

CNA Global
CNA Plaza, 333 S Wabash,
Chicago, 111 60685,
312-822-2054, fax 312-755-5135

www cna com

Founded 1963

Parent Factory Mutual Insurance Co

Spegcialties commerwl, Industnaland insmtmonal propedy

Services captive services, loss services for commercial,
Industnal and Instltutional property, retrospectively rated pro-
grams, statistics In support of international programs for
commercial, Industnal and Institutional property

Licensed or accepted insurer in Australia, Austna, Bel-
glum Canada Denmark, Finland, France, Germany, Greece,

1999 1998 Ireland, Italy, Luxembourg, Netherlands, Portugal, Spain,

$310,000,000
$263,000,000

Total premiums $20400C,000

intl premiums $177'00C 000

change rates used in the directory are us 15%

Bntish pound=$1 618 (FYE 12/31/99) Non-U's 85%
$1 657 (FYE 12/31/98), euro=$1 067 (FYE claims 10
12/31/99) $1 180 (FYE 12/31/98), Italian E;?)T:;;::g 5;: u
lire=$0 0006 (FYE 12/31/99) $0 0006 (FYE Us 12 112
12/31/98), Swiss franc=$0662 (FYE Not>U S 443
12/31/99) $0 690 (FYE 12/31/98) Countries 50

To obtain a quest,onnaire for the 2001 di- Owned foreign offices 10 El

rectory, contact the Directory Dept, Bust-
ness Insurance, 740 N Rush St, Chicago,
111 60611-2590, 312-649-5313 or 312-649-
5279, fax 312-649-7801, or visit the directo-

ry area of www buslInessinsurance com

Founded 1964
Parent CNA Financial Corp
Specialties awdent, D&0, hdel,ty, health, kidnap light
manufactunng, marine, professional Itablitt, propefty/casu
*, surety, travel, warran, workers compensation
Services captive services, loss services tor manne, prop-
erty/casualty, specialty, workers compensation, retrospec-

Sweden and the United Kingdom
Affiliates/!ronting arrangements in Argentina, Austna,
Bahamas, Bahrain, Belgium, Bollve, Brazil, Brunei, Chile, Chi-

na, Colombia, Croatia, Czech Republic, Denmark, Dj,bout
10 Dominican Republic, Ecuador, El Salvador, Egypt, Finland,

France, Germany, Greece, Guatemala, Ham, Honduras, Hun-

478 gary, Indonesia, ireland, Israel, ltaly, Jamaica, Japan, Kuwait

Luxembourg, Malaysia, Morocco, Netherlands, Oman, Pak

366 istan, Panama, Paraguay, Peru, Philippines, Poland, Portugal,
50 Romania, Russia, Saudi Arabm, Singapore, Slovakia, Slove-

nia, South Africa, South Korea, Spain, Sweden, Switzerland,
Taiwan, Thailand Tumsia, Turkey, United Arab Emirates,
United Kingdom, Umguay, Venezuela, Vemam and Yemen

Officers Kenneth Davey. senior vp-Europe, Peter Boil
mann, vp-Germany operations, Frederic Grand, vp-France
operations, Stefano Tranquillo, vp-United Kingdom opera
tions, Dennis Hedden, vp-Asia/Pacific operations

Continued on page 44



| f?:*Do you go out of your way to avoid volume like this?
; At Busmess lnsurance, we love bumper-to-bumper traffic because
- we know that a steady stream of visitors to o Web site is one of the

making us the most up-to-date, éomprmh ve- 1d irfor zative online destination.
Only Bl has the power to drive usars !l, _ a!mei" ad and keep them
coming back for return trips. ey

Stop avoiding rush hour. When it comes to online advertising,
take the road most traveled. Ride with www.businessinsurance.com ... taking the
business of insurance in a whole new direction.

New York - T. 212-210-0134 ¢ Chicago - T. 312-649-5276 * Los Angeles - T. 323-370-2456
F. 212-210-0704 F. 312-649-7937 F. 323-655-8157.
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Your Key To Success !

2000/2001 Directory of Buyers

of Insurance, Benefit Plans & Risk Management Services

"The 2000/2001 Directory of Buyers"

is available as an easy rderence printed
book or on CD. The CD includes an

exportable mail/merge spreadsheetfeature.

2000/2001 Directory of Buyers

of Insurance, Benefit Plans & Risk Management Services

Compiled with the names of over 14,000 insurance buying
executives, The 2000/2001 Directory ofBuyers can be your
key to successful marketing. Contacts are listed by industry,
company, title, address and phone. The printed version is
available for $95*, the CD for $595*. The CD comes with
its own built-in database software including an exportable
mail/merge spreadsheet feature. To order, please call the
Crain Communications Customer Service Desk at 888-
446-1422, visit our web site at Businesslnsurance.com,

or email us at bidirectory@crain.com.

Business
Insurance.

Business Insurance works hard to provide you with the
tools you need to be successful in today's dynamic
insurance industry -The 2000/2001 Directory Of Buyers
is just one example.

Tap into worldwide breaking news, trend setting opinions,
emerging technology within the industry, and over 6 years

of searchable Business Insurance archives. Get to know

Business Insurance, because we are your source for

insurance news.

Call 888-446-1422 to order.

Outside the US call 313-446-0450.

Business
INnNsurance.

www . businessinsurance.com

a publication of Crain Communications 1nc.

*Plus applicable sales tax in the states of CA, IL, MA, MI, NY and OH.



“MOA AVIN 321440 SATVYS V¥V 1IWD
"AVA0l IAIVdS av ANOA FJANIASITA

2is o O ) B S R L kT )i e

e : =t

Ao b 2% ;!“ el ) ¥ My - '
& i <10} = Iy :?L 1 el R 25 <

yoday N9d0/104uo) sso7 || SpJemy 0g3/U0IBIIUNWIWIOY }j3usg aA9a)T SHjsuag

AIM YWYy uonrqlsig
SUBIASUY 9/ JRUORELLIBILY SAIUNIIB] POUMO-IPJOUIGS AOII8lIG

1O}R BpnLIIag

SNTd U24rqirasiq
uonuanald sso 093 19y  sysiy Juawhojdw3 % |euoIssajold

Vil -AHHSY 0Rrgrsiq

HIVN 81908 1) “48peg Uapeg uorqisiq
SIayoIg cueInsuIay A.0p8lig

SANSS| %9 $IUBI] 3IUBINSUIBY

Sy dgfpeueg ‘Boualgiiey mﬁag SIBYION |9 LoNIgLSIg
duWoy SIBMION 30N0S3Y UOREUI0M)
SIANIES HOIEIGeY3Y B SJUEYNSU0) Aigjes Aloiaiig

saifajelis soueInsuiay || uoijesuadwo?) siaiom | 91 100

Joday 1oyuely AL | 6 100

JI12/8V9 -LORIGHSIq
Rynonpold ut siepes | gy uswiop ¢o= doL | z 10

SINY topagsig | G dag

S§395| Logisig
SYIOMI3N Jiouag A10;9840
pney Sunysiy 1| JJodsy Snop-zapusy :soueinsumy | g1 des

QTSN -IIbN T “HoIrgiisiq
SIGJESIIOYM B SIRINSU) SALIT SHYAINS AGING

ssur smding | 171 dag

Buisold uonoes adelbowsd ' aimead lewoyp3  aeg

“"FINVINSNI SSANISNG
NI NOOS DONINOD

"S3INIIANVY 11V 404 A3IAOAddY N33H
SYH MIIAZAd 2NIMOT104 JHL

WO22DUEBINSUISSaUISN MMM M

" ‘9uninsuy

ssouisng

U




INTERNATIONAL

GLOBAL BRIEFS

Standard & Poor's Ltd. in London has

affirmed its A+ insurer financial strength
rating of Lloyd's of London following the
ruling in favor of Lloyd's in the Ja#ray vs.
Lloyd's case. In that case, 216 former
names-individual investors in the mar-
ket-charged that Lloyd's had made
fraudulent misrepresentations to induce
them to join or continue underwriting in
the early 1980s....Lloyd's managing agen-
cy XL Brockbank Ltd. has made three ap-
pointments, subject to Lloyd's approval.
Nick Bonnar has been promoted to active
underwriter on syndicate 588; David
Wright has been promoted to joint deputy
underwriter of syndicate 861; and Neil
Robertson has been appointed as deputy
underwriter of syndicate 588. All were
previously with XL....IDA Ireland, the
Irish development agency, has appointed
Catherine Graham as international insur-
ance representative. Ms. Graham, a public
relations specialist who was previously
with Standard Life Assurance Co., will be
responsible for promoting the interna-
tional insurance industry in Ireland....
Standard & Poor's has raised its counter-
party credit and insurer financial strength
ratings on German credit insurer Hermes
Kreditversicherungs-A.G. to AA from
AA-. S&P said the change is based on
Hermes' continued strong operating per-
formance and also reflects its expectation
that Hermes will retain its strong business
position in the credit insurance sector,
"supported by strong capitalization and
its management's increasingly focused
and sophisticated approach."...MAP Un-
derwriting, one of the largest-ever inde-
pendent Lloyd's of London start-ups, has
officially opened for business. Its 12-
strong underwriting team at syndicate
2791 will have capacity of more than £120
million ($171.0 million) for 2001 to under-
write marine, political risks, property/ca-
sualty and accident/health risks....Lon-
don-based insurer Royal & SunAlliance
Insurance Group P.L.C. has reported an
operating profit of £502 million ($715.4
million) for the first nine months of 2000,
an increase of 8.9% over the comparable
period in 1999. Non-life net premiums
rose 19% to £6.33 billion ($9.02 billion).
Chief Executive Bob Mendelsohn said the
improvement is evidence of an ongoing
upturn in the underwriting cycle world-
wide. He said RSA has achieved rate in-
creases in all of its major markets, with
"strong and accelerating rate increases
across commercial lines in the United
States and Australia," averaging 15% and
20%, respectively....Groupama Insur-
ances, the London-based unit of French
insurer Groupama S.A., has appointed
Richard Setterfield as corporate and
affinity partnerships manager. While re-
taining his existing role as financial risk
underwriting manager, Mr. Setterfield
will be responsible for developing
Groupama's underwriting and opera-
tional skills and customer relationships.
He will also head the group's affinity
team in offering insurance solutions for
affinity groups and corporate partners in
the United Kingdom....Moody's Investors
Service Ltd. has confirmed the insurance
financial strength ratings of The Yasuda
Fire & Marine Insurance Co. Ltd. and The
Nissan Fire & Marine Insurance Co. Ltd.
It also changed its rating outlook on Nis-
san Fire to positive from stable and left
Yasuda Fire's negative outlook un-
changed. The rating actions follow the an-
nouncement that Yasuda Fire, Nissan Fire
and The Taisei Fire & Marine Insurance
Co. Ltd., which Moody's did not rate, plan
to merge by April 2002. The combined
group would be the second-largest non-
life insurer in the Japanese market behind
Tokio Marine & Fire Insurance Co. Ltd.
Moody's said the confirmations reflect the
combined companies' high market share,
which may help slow the speed of deregu-
lation in the market, as well as opportuni-
ties for cost savings if the insurers are able
to consolidate their back-office opera-

tions.
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U.K. rates may rise with waters

By SARAH VEYSEY

LONDON-Businesses in
flood-prone areas of the United
Kingdom could find their insur-
ance rates going sky high in the
wake of recent storms and
flooding that hit the country.

Fears that some businesses
and homes at risk of flooding
might become virtually unin-
surable have prompted the U.K.

government to seek a meeting
with insurers within the next

few weeks to discuss the situa-
tion. Deputy Prime Minister
John Prescott last week urged
iNnsurers to settle claims as
quickly as possible and pledged
an extra £51 million ($73.9 mil-
lion) to strengthen the country's

flood defenses and warning sys-

tenns.

Mary Francis, director gener-
al of the Assn. of British Insur-
ers, welcomed Mr. Prescott's in-
tention to issue fresh planning
guidelines for floods.

"Looking to the future, insur-
ers wish to provide affordable
cover against weather-related
risks,” Ms. Francis said. "But if
floods and storms become more
frequent and more severe than
in the past, action needs to be
taken now in the affected areas
to ensure the industry can con-
tinue to provide the service it
currently does."

"That means good flood de-
fense strategies and adequate

See Flooding on next page

PHOTO: AP/WIDEWORLD

French navy officers launch a submersible vessel that will in-
spect the wreckage of a sunken tanker off the coast of France.

Insurer investigates
sinking of tanker

CHERBOURG, France-Acting
on orders from French maritime
authorities, the liability insurer of
the tanker that sank last week off
the coast of France has dispatched
a vessel to assess the situation.

The Standard Steamship Own-
ers' P&l Assn. (l,ondon) Ltd., a mu-
tual that provides liability insur-
ance for the 8,309-ton levoli Sun,
has chartered a vessel to take a re-
motely operated submarine to the
location of the tanker, which was
cartying about 6,600 tons of toxic
chemicals when it sank Oct. 31.

Paul Engels, the Standard’'s
claims director, said the main pur-

pose of the submarine exploration
is to assess the condition of the ves-

sel and to determine how best to
deal with its toxic cargo.

Mr. Engels said it was a "matter
of course” for the Maritime Prefec-
ture, the French authority responsi-
ble for maritime affairs, to order a
shipowner to take such steps. He
added that he was uncertain,
though, whether the authority's
Nov. 23 deadline could be met, par-

ticularly given the uncertainties of
winter weather in the area.

After the assessment has been
made, the French government will
form a committee to advise on ei-
ther a cleanup or recovery. Al-
though the levoli Sun's Italian
owner, Marnavi S.p.A., and its in-
surer will have to fund a potential
cleanup, the committee will decide
how best to handle the effort.

The levoli Sun ran into severe
storms and sent out a distress signal
Oct. 30. Following an unsuccessful
towing effort, the vessel sank the
next day off the Cap de la Hague
(Bl, Nov. 6).

The tanker was heading from the
United Kingdom to Italy with a
cargo of almost 4,400 tons of
styrene, a product used to make
plastics, rubber and resins. The ship
also was carrying 1,100 tons of
methyl ethyl ketone and 1,100 tons
of isopropanol. If there is a leak, the
chemicals are expected to rise to
the surface of the ocean and evapo-

rate.

-By Edwin Unsworth

PHOTO: AFP

Streets near the Ouse River in York, England, are flooded as a
result of torrential rains in the United Kingdom in recent weeks.

Risks abound

for business in

global hot spots

By MARK A. HOFMANN

WASHINGTON-The world is a dangerous place, and some parts
of it are becoming even more dangerous.

In fact, London-based consultant Control Risk Group's annual sur-
vey of political, security and reputational risks-"RiskMap 2001"-
rated a dozen countries or regions within countries as presenting "ex-
treme" security or political risks for foreign companies operating in
those areas. Although none of the areas is a magnet for international
investment or business activity, the 2000 figure of 12 areas represents
more than double the number so rated in 1997.

Among the better known of the countries or regions designated as
presenting extreme risks are Afghanistan and the Russian republic of
Chechnya, with most of the rest located in sub-Saharan Africa. But
Richard Fenning, director-political risks services for Control Risks,
said at a news conference in Washington earlier this month that de-
spite the large number of countries in sub-Saharan Africa that repre-
sent ectreme risks, there has actually been "gradual progress" toward
more secure conditions in that area of the world.

In fact, Control Risks' overall assessment of global conditions was
relatively positive. The consultant is "generally very optimistic" about
Latin America, Mr. Fenning said. He offered a caveat by saying that
Colombia, which is wracked by drug-trade-fueled civil strife, pre-
sents a "problematic"” situation.

There remain concerns about the ability of countries in Southeast
Asia and the Pacific region to extricate themselves from ongoing eco-
nomic problems, he said. And in Europe, while "gangsterism" has de-
clined in the former Soviet bloc, cyber-crime is on the rise in Russia,
he said. Mr. Fenning also pointed to threats from "direct action"-
such as that by animal rights extremists-in Western Europe. While
terrorism is declining in Western Europe, the Euzkadi Ta Askata-
suna-a group that uses terrorism to promote independence for the
Basque region of Spain-is "bucking the trend," he said.

"Globalization is here and here to stay," said Nigel Churton, Con-
trol Risks group managing director. The Internet is also here and "has
no respect for boundaries," he said.

Legal systems lag "way behind the criminals," and "business has
got to look after itself," said Mr. Churton. "There's a real nervousness
in commerce" as international businesses confront a number of prob-
lems, such as the spread of AIDS in Africa and continued violence be-
tween Israelis and Palestinians, he said.

Martin Stone, risk analysis director for Control Risks, explained
some of the implications for U.S. businesses of the current Middle
Eastern turmoil. In that region, "perception is reality," he said, and
the U.S. government is seen as being "soft" on Israel In addition, the
United States has far more potential targets than does Israel, particu-

See Danger on next page

Railway insurer presses for change in law

By SARAH VEYSEY

LONDON-Continued chaos on
the United Kingdom's rail networks
could push business interruption
insurance rates sky-high and may
even make insurers less willing to
provide coverage to businesses de-
pendent on the railway, one insurer

warns.

London-based St. Paul Interna-
tional Insurance Co. Ltd., a unit of
The St. Paul Cos. and a major insur-
er of U.K. rail operators, is calling
on the country's rail regulator to
change an agreement that shields
rail companies from liability for
losses caused by railroad delays or
problems. That agreement, which
dates to when the U.K. rail system

was privatized, prevents insurers
like St. Paul International from be-
ing able to subrogate against rail-
way companies for business inter-
ruption claims incurred by rail op-
elators.

"Under the Claims Allocation
and Handling Agreement, there is
no right of subrogation against oth-
er parties for business interruption

risks. Previously, this had been ac-
cepted by the insurance industry
and compensated for by the use of
rating and deductibles," St. Paul
International said in a statement.
But recent disruption of the na-
tion's rail lines due to a major reno-
vation of the rail network by Rail-
track P.L.C., the company responsi-

See Railway on next page



11,0,-e,unnsulss@U.iing'’AVAM

muninsul
sses,ing

O*ES-6t9(ZIE)

igoeds pe inok
JAJOSal 01 MOU HED

1,1 -Dquia:*ox :8U!Solo
sp.le.HY )Hil/u(G!11,!'lun,Licu03
JUJuoil J.1ljia.JAH

cslijaujil

OZ loqUIOAON Bu!45!ignd

UIO) Ule.li©BISaline! :lIrlAL-3

OVES-6*9 (ZIE) je 4saluiv 5!eil Jiejuoi

aiueinsul ssau/sng u! es!;J@Ape 0; 10 Uo!l;ell,JO,u! @JOUI JOA

WOO-069AleS.lallaM'MMM
£t718-SEL-ZZB- |

luetudinba AAEGH < *3
miomi keaH¢

BAH. 391,/171'S

soyiv- 1 3-1-lam

1111111511elc-le}Uepif) 10011)Jope MMM

sueld letuea ino ino 1130110

Leigjlgillg|| peeN

11103'51!leueq.eaAoldule'MAM

5101105;!101108 100111
sigAna luelles 0101181

i*°b-N #I\JlH%I;%E?-1 i \)
|poolur¥n» » Igv lLﬁ
lly "ANING:*VIV-," . VdV: in,wWV '.KO-ly 'ny
'MN 'wly ")1¥4 dvsw'sad'Jtd)..0,Luoisks
uiequing 041 417* INER.f*Ow Diest ,1,nox
sejep!pueo

010 pue VII ®&f1OdO

LEGL-6P9 (ZIE) :xed

1110"emmilos#lm'mam . OELD-LOB (LLS) 004 1101
9£6D-EDD UEL):1[V 9626-EDD(LEZ)

59£EE VOIHOId 'all,malll) 'AV SlIin)1111 1111,0N leS

"DN!10NNnEINN'133'SDAYO NOU.dIHOS38d 'd Od .
'NOUVild¥0'DN!1118 Nnil'iabld 'VHBOO '3311 '/*31/aH llla 'VOV 'NOUVOICInt'OV OIrlV 'DNU!03
'SWIV-10 'dMV 'Ib!30-3Hd '311V0 (139VNVE 'NOISIA 'SNOISHaANOO ViVO'393A00 binOH DE
'1901031'11 'CNILYOd38 OOH-OV'1¥11\130 ')(313 '015 '011 '30NVbInSNI-38 ‘OWH 'Odd '103

6£6 L DNIS VAUJOS ONISSDOad 51,11,12

llisalluv SIEJI lize}Ue 'pe 31-10£< 3/Eld 01

0#£6-61'9 (ZIE) :auoqd

eP'Nno se,'Ades Il sl Nnpodd

gz£ am satdoo limop
-?Ppy .UIOO"s,ITLI-lo. AUODO@UO#UTqgset'
-1-0 01 gsanba.1 D Su?1?Dul-3 1-0 'gROO
-£68-EOL 70 dno.19 s:istjf 701;u03 Bu?
DO /ig paw;D;90 ag UDO pUD git£ 1800
,,I00Z dulf[)9121,, 0 sadoo 316uts

‘BA 'UelolAl u! paseq are suog
-Epdo s n s,dno.ID *sTE[ 10-nuoo
UOR
-En;IS UEFURsared-1108.isl aql w UOri
-E.IOLlalap panURUOO E pUE UatuaA UT
0100'S'Sn arn uo pmie Burquioq aw
Burpunolms suoisual-1583 alPPIFI
4 In FLI InUadJHBIlaq JO SaSneo fellual
-od Jofeut O*4 Pallo osre euols -IM
*Ples aq,stuapuadap pUB gapART

m .poMPU 0111 uo SAplap 01 PappE
laH)In; SER ulopvurx Pairun atil
UT aBBUmp ULlols pue Burpoog 11130al
34,L '45810 PlaABH @111 JO 3*em aW |H
pompu 00 Jo InelvaAo AlaJES 10[EUI
B pO188Rsu! nactmo 44 'geaA otV
01 dn Joi IsEl Prnoo ¥Ompu llel s,tuop
--BuDI pairun aql UO SKelaP 184:1 3taam
Isl paUIEm "YOE.npEN JO aATlnhoaxa
Jarqj ,13gmo pl»Eles '01!HAUE.KI
'luaulluoo 106 Parpeal aq lou PinJ
'1084TIEH JoJ .1388UEUI >FU SE nam
se &58EUBIN ils[H 28 aoummsul Jo ussy
ar Jo UFULTI[Fp 'Nullual,% UEIV
..58u0T Arre sluarp x018.lado ure.R S}I 07
uondruialu! sguisng xeno olparedard
aq UaAe lou *HBFUI IBUORBILIalul Ined
15 4,(pleurnirn IEgl pappE aH ,'JaAOO
(uoildru.lagur ssaulsnq) p.IOJJF ol alge
aq JOu Aetil Ogm Siole.lado inEL doj
Snories A»laA Sl ;F 'SanugUOO UORellglS
30 JI, UEAaEI'.qAl pres ,'AlluaoaT asoqj
Jo sloT Uaaq aAE 313 »eap pue
-SaHSE.ID 10 SpOOU 'SITe,| ue)loiq apnp
-In sunep prreA 'PF[BA lou ST JOUEU
-Djurful os laNNU: e se aBBulep aAW{ 01
paau surrep uoildn.ualm. SsaUlSna,
SantedUI00 1!RI UnlJ
SaSSOIl 'SJUPTI[0 .I10J 1aAOJB.I OU PIn03 &1
J[ Smal /34814 ZpnUI SJUal[0 91 aRleup
01 JABV PInom Inecf 15 'ulOPBurN
Pallufl @Til W SaUTI &BAEI uo samsop
pue SJUappOR jo BURRS luaoal 341 JO
INF[ 3 mpuv ".Impu m'san.red pe
-oran are sjuer[O .1!341 uat{M UAAa Sassol
uoildn.1.lalln SSaUISnq .BAOO Ol aAEq
Ramsm Aquawn 'uogemis lualmo
041 1841 Pappe aH 'pauEldxa ueA@EI
Al 11 Aq apICIE m ing uondo ou aami
am fq'lualuaa,IBE krsnpul rrel e m 11
'iuausa.1Be aB 01 *IEd lou are aM,
'VHVO 010 InEVIaAO 01 It{*g eq
Mof r[Im Slole.lado UIE.Il 01 388/3A0J
uondnimul ssausnqg lano pmo Ralns
-Ul .BWO sadoq kuedwoo au -ueAaE[
./IN pres 'S)lsu uoridn.Lialul ssaursnq
pue Al,ladoud ,naqi 10; asggl Jo Ami
Jo ;nocte prm 4mclET] -Iraqg; 10; S.IolE
-Ado uren.BBuassed '3[n atil Jo %06
1noge samsm IEUOREU.lalul Ined 75

'sassaugnq 01 uoqualle JSUO,LIlal WIVS
UED Sis,lalm IEPEUO loalaid o ; paAold
-ap SamseaUl UISUO,LIlallauUnOD pUB
4unmS BUO.ils ing 'Buols UP\I PIES
'Slsalalur kle*Irrul Al.IErnoR-led 'sjsam&
-ul 'S'n Imog#0 Aue q;Im Buore 'sies
-24 ledrouud alil aq Aeul sersseq-LIE[
pres 04 'suorl
-eiodioo S'fl JOJ BOEId snoruad aroui
E 1583 BIPPER 041 aMEUI PI'00 'SaEIS
pallun ag& pmaol sdnoid imml
-S| aulanxe Jo Anuue 347 1111& paulq
-moo "1EILL se JI BIPPI* aln U! Allel
elind sno?agid uto.tf panuziuoo

JeSuea

'uonalaptsuoo lapun SEM ans
-ST 341 181.[1 paul.lguoo 10 181TINDH 11EH
3111 JO a0]JJO aTO JOJ UFULOMS@)pds V
,'suielC[Old asagqj
aAlOS 01 RIa-1101SnO MmO H{Hm *IOM 01
luaumuruloo Bumunuoo mo Jo wed se
VHV 0 01 saNump =os inoge Buuq
01401 =Brnval aql Ir}Im uorssnomp
Ul MOU are BAA, 'UospnH 'VAL ?appe
,'uogisod ino Jo am,ne am Aam pue
gaitolq,Sluarp ITE.l mO I{lua UDlIssno
-srp ul ueeq ApEalle aAEIl aM. 'TEUOR
-BlLlalul Ined JS JOL,Beumu le.BuaR
fndap 'ueA.as PIABCI Pms ,"*nouas
unpl aq nIM grqgl Istul pue adoli am
pue 1»1101 041 Jo *dfabal jo) luauiaBpa
-IMOUMOE peq Apear[8 OABII aM,,
.PaMalA
-al act m al'nlVHVO all -10J Bupm 'iol
-Ern#F1 IreH 347 30 aclLJO al 01 alalM
reuozlerLlalul InEd JS 'heam 5-seu
,'SBICROnpap .10 50181 OlgmdaJoe
P apmold 01 alqglssodur! amooaq Id
-UITS IUm ULIOJ lual.mo-nam in s.laaoco
aW ankiati10, 'pms aq ,'Awed IE-41
ung AFT;no pamsu] 0[0,13Aoo0aT 31 @lqe
aq 01 pou am uaw 'lOLUOO,Slump
imo aprsino 2118 qoll{,% TTE.|l Ualoiq
e Jo gsE-101!El B AC[ pasneo m. salnpallos
oj uoqdn.Llalut ueel, 7BUOREUIBjUI
Tned 75 60 laBBrmul -e.lauaff -Nfl 'uos
_pnH UuINEK pms,'ssaursnq,sluatp
mo 01 uondnualUT BUTSnED ZOj @lq
-isuodsai alR ow sag.red pmo 150[EBE
BleNmgns m @lqe aq 01 paau I[!M sialns
-U! 18Zil .IBap :B apfur JABI{ S)[aam luao
-al Jo sluaA@ 310 'iolms Ansnpu. sm;
01 PallmaUOO UTFUlal am )SIRM,,
te pamful pue adoed
modJ Per[DI lem 'arllispiofpaH 'Plag
-}BH ul HSE.IO 11!EL LI 'PO UE JOJ WC[
-suodsal sem Irel uaoic[ 2 1Eril 1.lodal
E SMOTIOJ UOREAOUal 5,)par}imH .PenB
-.re IBUOTBUI31UI Ined ' 15 'algBUalun
uogenlls aql Buppul jsej sT 'amlon.n
-SE.gul *DE.R el BuluNUIBILI .IO; alq
361)d snotaaid Uto* panUNU®

AeAAlISH

:BalE Msr.1-18
U141!Al ST pUEI IRIT111'nOLIBE 'l apE.|
m 'do: s,A.nunoo aq:, Jo %I9 amos
Burpnput "OUEIBUSI m. puel Tami
-Inouve 341 Jo %ZI '1-zodai BIr} ol BIn
-p.10JOY 'U0ISO.la IB15800 10 BUIPOOU
JO *911 78 Sea.le unmm SaAF| PUBIBuH
JO uonElIndod aq; JO %O[ AmBUI
-Ixoidde 1841 pam)e Aprls au
Bulpoog U[0.1 pu le seae m paleo
--01 m (uoF[[[q 'l 'OIS) uomic |,3 gnoge
41.lom pURI nunirnouve pue (uon
-llg BI.'683%) uomlg 0083 UBIo aloui
quom Agedoid 1841 1nc palumd
,'UOTSO0.13 ZE&5800 pUB 8UTPOOT,
tuo.13 3ISIH JE SJaSSY JO PSIB-ddy
reuogEN, pangue Mpnls au '(uon
-Im 09%) uomlq 8'I3 4093.1 pmoo
tuopfiuDI Pailufl aqi UT aBELUEp
Poou Jo ;soo renmm aBBIlaAE 341
'Burpunj asuejap poOU UT aSBe.lOUI
UE 1noqlim '1841 pelorpald pood pue
sallagslil Jo Ar,sluTTAI s, luaUIU.I@AOB
aqj Aq aunf ul palisngnd lodal v
"1@W:em VS.IEV
Arrensnun jo 1[ads aq; Joi .90uB#kuxe
s,ueur, BururElq 'eleqap @10 01'3010A
Sm pappe sallelio aouud Suonrpuo o
aulanxe luaoal eql JO 05'nEO alclissod
E se BuTUlrem leqolB Palm slsrreluaul
-UOJIAue Auew 'Zl Pal0891 Suums
Faoal aw -110,1J nol IDEap 010 sy
spulm Hert{ pue SUIE.I len
-uauol ol anp pasop a.l@Al SAFAUIBIq
IE.laAas pue 'suonoulsal paads 01133[
-gns paureuu/ ainlon.llsal. tn TIE,l aq}
Jo suor;OBS ,(UE[ 'S*IONVau TIE,| PUB
pROX S,fRUO 0 047 4 11*, JO.JEQ)13,Im
01 panuqUOD 14983*' FECI au
PIEs ags ,'a,lg 041 01 lani FPR APJaul
1111# Sassol lue:mi atiL 'Apearte ;UO.g
peolq E uo BUISU ai[E Sairl '3*IBUI
A.lewud aqi 01 UMOp .latri IC,BlAa
-Ul m.'4 SBJE.I JOURINSUTE,| paSEal)
-U! HBnoqlly, '3580.10U! 39, uo uaaq
Apeaqu AAE aseqt @noqj '10*-IRUI
A.IEIT.Id aql u! strix dn gsnd o j draH
pmOO 5078.1 aDUE.InSUTal Ill @SEe/Our
AUE 1841 pappe UIEgBUrwmo -spg
,'BufseaDm sT ‘N'n
341 UT SULIO15 .la;ulm Jo houanbag
041 7241 anBIB 01 43ITl 318 S.la.ms
-Ufal 'uollisod .naql ue#uans.laql
-mj 03 '9501341.13AaN,, 'PIE umqgBuru
-UnD Sw ,/ADMUE aSU I-[Im salel
aouumsulai 1847 SUBaUI '.1eqUI30
-aCl Isél adoml Ssoloe gdams 011m
'un-IRI pUB 184107 SULIO;Spurm
UlO.g SaSSOI AABaqg pUE 1011/BUI UOIS
-saoo.na.l 344 ur 410EdEJ Jo goer V,,
‘pmMs
dVS 'sumnuald aouemsmu gSBan
-ug 01 luaumB.IE .lagloUE Se SUI.lols
04; asn 01 AI@MIT e.IE siamsul@H
Jue.ZI@1815 8 UT
pms .lalnsm eu[1 IKAEp MDJ Ix@u aqj
JaAO--3IT[ atil pue slno .l1a.%od 01 anp
slualuo 0 13%334 JO ESOI or Burler@,|
BSOID ANEInoll-IEd-SUMBp BUIAT003.1

an--rquoo ol spadxa IEmn fliN,,
»1aA ulog
plvag LUBARN am Luotim aBBLIEp
PooU gllm aldoed alE a.lagi Joadsns
op am pue 'BumEN,m are spoou 30
'seale Aueur NI, 'lenInFI n,iN -10J
ueums*ods e pres ,'(uomml L' IE$)
UOF[[TUI 9 13 JO (SUITEIJ JO) 18701 PalBIU
-nsa UE le Bunioor mou am am,,

10 poog .lagre Aq pasneo aBEUIEp
palanns 784) Sagiadoid IBID,l.Ul
-moo luo.g Aueul-Sulrep 000'1" Ueql
aJOUI FIm Bulleap sem 11 Pms 'amis
-*011YLIEM 'UOAV-uodn-pione#S Ul
paseq 'lemnlK fliN Jamsm remli
'Slinsalial.lenb-IRInoj loaJJB PInom
lal[}Eam elaAas lueoaa 041 7847 Pms
nXIDD InEl'exoiaqg maA au[1 pouad
aures 341 Joi (uomml -['6£6$) uomitu
9913 uloqg uraop-(uormui 6'GIES$)
uoFRIUI 6*Id Pare,01 0006 Jo sqgluou:
augu Is.l1lJ 041 ul -lar.780* al@AaS Aq
pasne o sassor slr IEW PIES nKDO
..sesuapp
P°ou uTuaq;8ua.ns .10j Uahea Buraq
3112 SamSE@)ILI [EVAA aas 01 aARL[ TITM
aM" *pmS 04 ,/388# slin le SaSSOI
JO 31Eunise Fal,Elap-3-low OU akeq
pUE .lagE@AA pUE BUNPOOU 'SULIOIs
Jo $3laam aa.lg PEN @Aug am,, S.UORIP
-UO 0 lagiE@M al@Aas JO 1noc] latiloUE
10; J[asji BUTOEIC[ Sem £nunoo aql se
Saleums@ pal[Blap 33<BUI 01 AlJEe 001
SEM }I 1841 Fappe noOS "“llAIl InE

.Uir46uluuno euu!JOO
sADS ,'SUISDeJOU! S! )1'n
e41 u! SU.liotS JelUMA JO
Aouenbei; el# 404; enSio
0, Ale=>i!1 eio sieinsulea,

*IBUI ((011
-Inu 8'686%) uomrui 0033 311 do; rou
P[nom spoou 'xn luaocal 347 01 ams
-odxe lau s,dnoid 347 Mouemsulax
1*B 'Wql PO10Olpaid looS qoa 130
-1330 aAnnoaxs[ JaRD nNO 0 'slinsal
laTEnb-p/nil s dno.IB eql Butounou
-UV 'amBIT sulglO PalBUIRSa UE
@SEaTal 01 SlamSUF .IO[EUI log aqi jo
auo auteoaq lieem,ser"Old nNOO
paseq-uopuo-| 'lalnsuy Jurgpiu
*sallBl s,ulC,pBuly Pairun 34%
pms UIEIIBUTU
-uno -SM ,'SassOlI [IUBOIJIUBT qiiA
SaAlesluaq) pul Prnoo 5403& maj
IsBIl aiD -BAO @Beulep poou palead
-31 paladms )ABIK{ 21[1 SEam 121 ams
-Odxa ogroads InlA) SlamSUT asol{1,,
'Pms dmS '"153pmq aq} In{ aq PInoo
semsodxa IEU01001 47uM Mansul
, Slmsal Bul
-Aoidun ele.LIsUOUBp O:1 UaaM are sm

-msit uagm aunl 8 18 SJUIO 0 SIK) &nq
'OgE.l pawTquOO0 S,snpul 341 01 % |
uEHI Ssal ppe A-qugoid mm suuos
341. .Pres alls :%60Il inoqu Jo og
-El paurgluoo Knsnpui Ue QuM '666l
m sirnsai lood paliodal slakerd
13#FIC! eql u,AE[, 'Pms ulELIBululrno
SM 'gamSU! loj awn aunuoddow
UE le @UIOO SEq .lat{,Eam pEq 04,L
Isa
-ssor EmoBuo aiaaes-aloul, u! 11nsai
Plno Sassol uolldn.uam gaulsnqgq
'Buglao e Ipeai RI S.IBAipOOU Aq
pasmeg @Neurep reoist«id uto*, surep
0111[m '1818 pres LUBHBuluuno -slf
'sessol pamsm U! uoT([[lq £'t'$ Pageuz
-nsa ue pasneo 'fl,8 Paqqnp 'uuols
JEILL 'PUBIBuU3 uJ@Bnos Jo rionul 01
uORmMSEAap 11{Bnoiq 7843 1,661 iaqoi
-JO U[ aUBOLLmt{ BO& BULIJaJal 'uop
-uo'l U! dZFS 58 SURE.| BOUEmMSUT JO
lopalp 'UIEvBUIUImo alnILIOO pms
»'uiloas 1.86T 047 uio.g niq (uormq
EO'Z$.1 uormq 01, 13 atil golmu 1941
sassol 311 BUT)<001 aq PlInoo slarnsui
'sauadard anleA--.1aLIBrq prre A:}rsuap
Buzsnoq paseal,u[ JO asnEOaq 'paplS
-gns AFEUy aAEI{ SpOOg al{1 30U,,
'(uommi I.Log$) uom-lu 0og£3 m
Cuo[BU L'te#$) uorrnul 00£3 43801
Pmoo sessor Ples Sym kiredwoo
Burppoul agdo.llise;80 @ri: 011HM
'(ucrlITRU 6"™PI$) uolmul 0013 puno.re
le #BUITip pamsur IFO& Jnd IMV
0111 Oul suonnlOS luaulaBEUERI ASTH
paSEqg-'MED 'PEd olualAl aB Aq pue
Blamsul gsRUH Jo 'ussv 311 Aq jactol
-30 3 lei ur pasealai suor®Tpaid creql
1343lq .re; ale aBBUIEp ULIms pue
Poc'U 'Din 341 JO S.BUIRS@ s.drs
'UOpUOU U.! 533(AIBS SBUT
- Jes aouumSUl S.I00od 4 p.IEpunS
07 BurpiO008 '(UOrnjq gt 1$) UOTI
-1lc. '[3 dol PInoo 3iaaM 15BI UIOpBUIN
pairun aw 0812)81 oi panufiuo-3 1841
SULlIols Jgl Utol] SaSSOI pamsul 'Un,I8
a.rE 134383*1 4Fe-lJ JO nads snil NIO.g
SaSSOl IEnualod JO Sa}BUITSe 'UIOP
-8.Di parun 047 550.10E S.BALI T # 101
aoEld ur sBUTUIEM poog a.Aas pUE
paloadxa Nurpoog aioul glim InEl
Spiep
-uels alqissod 1saqBFI.1 atil 07 JIThg am
Sain:,On.lIS 18 pUE paalOJua Al-[ni
alP saugapma Hons leill ainsua 03
AinaBV ueumo.r[Aux yn 047 pue
luailiuia.02 047 qjun AlasOID Viom
Plnom IHV 047 prES STOUE.1 'SIAI
"'Paolofue AllnJ aq tsnut saur[
-apmN imn pue 'sureld poou uo Be
-PTIng 3lglsuodsalLl! pue pajoajoidim
&sureHE plenS 1SnUI SaTILIOgInE IED
-Ol m aoimpmB Buruueld 1841 sueam
OSTE JI,, 'PIES agS ,'Sea/8 3lgejau
-TrA UT SaSUajap poo tri WalUSeAUT
aBnd snot,aid u,04 pant,Nuoo

Sul'Poo

TN/ NOuUNINS31T 1IN

0003 'El Jaqu:aboN 'aoUD.Insul ssau?sna/ 8,



Your risks? Broader.

Your job? More complex.

Your business? Changing.

At Zurich US., we go
beyond insurance to address
the diverse risk and financial
management needs you face
today. With focused risk
specialists who have firsthand
experience in your industry.

With e-business capabilities

for instant information.
And easy collaboration. As

part of the Zurich Financial
Services Group, we have

the resources and financial
strength to help you manage
any kind of risk. Anywhere
in the world. No matter
what your business. Or size.

True partners. No limits.

ZURICH

Your aspirations. Our passion.

Property « Casualty - Liability
Marine « Political Risk
Accident & Health « Integrated Solutions

www.zurichus.com
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E I e Cti on The lack of a clear mandate, howev- new financial services committee, | but developing issue for the near fu- control, Congress could block the er-
er, may not have as great an impact on beheve that Oxley wall clearly have a ture " gononnes regulation But whether
the chances for imposing some sort of leadership role on ftnancial services Mr Dibblee noted that the divisions that effort is signed mto law would

Contznued from page 1 federal oversight of the msurance in- issues Only Nixon could go to Chma, that remam withm the mdustry re- probably depend on the outcome of
reform or class-action reform We dustry The Gramm-Leach-BIiIe?/ h- only a Repubhcan could take leader- garding federal oversight wall have an the presidential election," said RIMS'
know where his support and a lot of nancial services bill, which lowered ship m making substantial progress impact on how Congress approaches Mr Barry

his financial baclang has come from the ba'mers separating the banking, on federalleglslation that either forces the subject While there is uncertamty over
We always know where Gov Bush has insurance and secuntles mdustries, state uniformity or creates a federal "When we look at Congress m terms many close elections, startmg with the
been and what matters is what he has formally takes effect Nov 13 The is- option," he said of our issues, there probably will not presidency and working down the

signed mto law m Texas," said Robert sue of federal regulation-which once But, he added, a federal optionis beany realeffort tomove any leglsla- ballot, there iS a certamty that the
Dibblee, senior vp-government affails earned partisan overtones as former unlikely m the near future What's tion where there's a lack of consensus, next Senate, at least, w111 have a
for the National Assn of Independent House Energy and Commerce Com- more unportant "is there needs to be a with no clear authonty or majority greater pool of insurance knowledge
Insurers m Washington mittee Chairman John D Dmgell, D- drumbeat at the federal end or we're Anything that's controversial is gomg to draw from when deahng with such
Mr Vagley cautioned that the de- Mich, called for federal solvency gomg to lose any momentum for the to have a dificult time being passed," issues as federal oversight That's be-
feat of two tort reform advocates- oversight-looks likely to anse agam Nichols agenda at the NAIC," said Mr he said "l don't think a divided cause two former or current Insurance
Sens John Asheroft, R-Mo, and "The conventional wisdom is that Wood, refemng to George Nichols m, Congress is likely to get into 1SSUeS regulators-Sens -elect Ben Nelson,
Spencer Abraham, R-Mich, would (the possibility of) a federal msurance the Kentucky insurance commissioner where the affectec? mdustry is not D-Neb, and Bill Nelson, D-Fla -won
make efforts to pass class-action re- regulator would be enhanced through and current premdent of the National united itself" their respective elections to the upper
form legislation considerably more the chalrmanship of John Dingell, but Assn of Insurance Commissioners Another Issue where Congress may chamber
difficurt | don't necessanly beheve that to be Mr Nichols has been promotmg the have an Impact is OSHA's proposed "It's beneficial to have more exper-
Others were even less optimistic the case given the openness of Mike idea that states seek uniformity on ergonomics standard, which could be lise m the Senate on issues that relate
"Even if Gov Bush wins, we wlll con- Oxley to the issue," said Mr Wood, re- agent/brokerlicensmg (Bl, Feb 14 issued as early as Uns week Risk man- to msurance They wall be kind of
tmue to have frustrations on broad femng to a posmble Repubhcan con- "l thmk that genie is out of the bot- agers, msurers and employers In gen- calming voices saymi 'Let's be care-
tort reform," said Joel Wood, semor tender for chair of the Commerce tle | thmk Gramm-Leach-Bhley eral oppose the proposed regulation ful here We need to make sure we do
vp-government affairs for the Council Committee made it polltically correct to talk and have been successful m convinc- it carefully ' Having been m the
of Insurance Agents & Brokers m "No matter what happens m the about federal regulation of insurance mg Congress to withhold funds for its NAIC, they>ﬁ understand what the
Washmgton "Abraham's absence wall shuffling of committee assignments agam," said the AlA's Mr Vagley He promulgation NAIC is doing," said Mr Dibblee of
Pure” that may occur or (m the) creation of a said it would hkely become a "slow "With Repubhcans narrowly m the NAII iN

Gridlock SIX commissioners elected

Confi””ed from page 1 ) Voters around the nation had plenty commissioners now m office to 47%, an initiative allowing the
Me%lcare program, a compromise to consider last week, mcludmg new In West Virginia, the situation is un- state's Board of Investments to Invest
°°f’,_|_e|:‘;9t’eis the kind of issue where igillia balIotiE’g.?trlnas‘Lth@éesregulators, Judges and clear, after the Incumbent Rel)uphcan 25% _of the assets of the sta_te's com-
o . governor lost to a Democrat This may petitive workers compensation msur-

pohticians will be held accountable if The two malor pohtical parties spht affect the future of Insurance Com- ance fund m pnvate corporate stock
they don't act,” said James Klem, nothing of other malor proposals the six states that elected insurance missioner Hanley Clark, although he Elsewhere, the North Camlina labor
president of the Amencan Benefits For example, despite passage commlismoners has served under both parties commissioner race was stlll too close
Council, a Washmgton-based lobby- months ago of different patient pro- Democrats were elected in Mon- The business community closely to call late last week Democrat Doug
mg group that represents employers tectton bllls, Democrats and Repubh- tana, North Carolma and Washmgton watched state court races in Alabama, Berger, deputy commissioner of the
on'benefitissues cans-as well as the White House- state, while Repubhcans won in Michigan, Migsiggippi and Ohio state's mdustrial commission, favors

But compromise on another key is- never met to try to work out an agree- Delaware, Florida and North Dakota In Alabama, Repubhcan state court establishing a limited ergonomics
sue benefit issue--expanding the ha- ment Similarly, a tax bill, which con- In Montana, newcomer Jim Mom- Judge Roy Moore was elected chief standard But his GOP opponent, state
bility of health plans for coverage de- tains many pension provisions sup- son, a plaintlff's attorney, won 52% of Justice of the Supreme Coui Also Rep Chene Berry, argues that even a
cisions-could remain as elusive as ported by employers, was a GOP-led the vote to beat Repubhcan Joyce winning Agh court seats were Repub- hnuted standard would discourage
over effort that was opposed by many Schmidt and Rebecca Scott, a Natural hcans Lyn Stuart, Tom Woodall, economic growth

Mr Klein said that if Gov Bush Democrats in Congress Law candidate Mark O'Keefe, the m- Bernard Harwood and Incumbent
wins, the White House would try to With an almost evenly divided cumbent Democratic commissioner Champ Lyons Jr Meg Fletcher, Joanne Wonk,
work more closely with Congress to Congress and a president elected by who was unable to seek a third term, Michigan late last week was awalt- Roberto Cemceros, Lee Fletcher, Jeny
develop a more mamstrearn approach the shmmest of margins, many say it lost a bid for governor 1ng official results of its Supreme Gemet, Judy Greenwald Mark A Hof-
to the issue On the other hand, with is hard to imagine how the situation In North Carolma, Democratic in- Court races, but all three Repubhcan mann, Dave l.enckus, Michnet Pnnce
Democrats picking up more seats in could improve cumbent Jim l,ong won a frfth consec- incumbent justices-Chfford Taylor, and Gavm Souter contnbuted to thts
the Senate, theyhkelywouldcontinue "If thereisthesame level of parti- utive term, with 57% of the vote His Stephen Markman and Robert report
to press for more sweeping legislation, sanship that we have seen over the opponent, three-time challenger Mtke Young-were expected to keep their
beheving they would have enough last two years, httle wlll get done Causey, is a business consultant and seats

support to overcome a presidential There wall have to be a major trans- former insurance agent In Mississippi, voters re-elected ADYV ERTISE R
veto Dependmg on the outcome of formation of attitude," said Hewitt's Washmgton state voters elected for- Supreme Court Justices Kay Cobb
the Senate race in Washington state Mr McArdle mer Democratic congressman and and JJm Smith, whom employers sup-
ind:Le p.ud r.".ial clec*on, Rmubll St,11, rle.gpite the intense partisan- state leglslator Mlke Kreldler, an op- poited I.£nore Prathel, the mcumbent IND E>XX
cans wlll have either a 51-49 margin, ship that is likely to contmue, if not tometrist, with 53% of the vote His chlef justice whom business groups
or the Senate wabe evenly spht worsen, benefit experts do not entire- closest opponent was Repubhcan Don praised for faimess andefficiency, was
"The (GOP) losses m the Senate Twoll ly rule out the possibihty that benefit Davidson, a dentist, Outgomg Insur- defeated by Chuck Easley, a self-em- Issue of November 13
hurt m trying to come to a common measures could be passed during the ance Commissioner Deborah Senn, ployed attorney Ollver Diaz, an m- ADVERTISER PAGE #
ground on thlis issue," Mr Klein said next two years, thoughthespecifics of who did notseekre-election, hadlosta cumbent high court Justice who op- Ace Insurance Group °
The current gndlock stands m stark current measures could change U S Senate bid in thepnmary posed tort reform as a state Iegislator AléCé-B/FdeFasFerame 2:—,
contrast to the spint of goodw11 that For example, if Congress does not In the GOP, Delaware mcumbent wlll face a runoff later this month T American Assec of Orthodontia as
usually follows in the wake of a prem- act on the tax bill dunng the upcom- Donna Lee Wilhams won a third term, agamst Clrcult Court Judge Keith Amencan Equity Underwriters 54
dential election mg lame-duck session, that bill-and with nearly 53% of the vote She beat Starrett, whom employers supported Ameriean neme for cPeu as
Indeed, when Bill Chnton took of- its pension provisions--certainly w,11 Democrat Karen WeldIn Stewart, a Appellate court candidate David AOIQ"éorporaﬁon =
flee in early 1993, he did so ndmg a return nextyear certified insurance receiver frony) Chandler, a plamtif's attorney, Atlantic Mutual a
wave of populanty As a result, he The fate of that measure, though, Florida voters returned Repubhcan defeated incumbent Judge D Rock BCE Emergis 27
was able to wm passage of the Family wlll be shaped by a number of van- Tom Gallagher to the post he held pre- Moore m gﬂg?has"‘ Ir};i‘::; 4545 :Z
and Medical Leave Act within weeks ables If Gov Bush is elected, most viously The state's insurance commis- In Ohio, voters re-elected two in- Centre ‘Bolutions " e
of takmg office observers belleve there would be no sioner from 1989 to 1995 and currently cumbent Supreme Court iustices, CLAIMPlace 41
In addihon, other recent presidents veto threat, a Gore admimstration, Florida's education commissioner, he Democrat Alice Robie Resmck and CNA Re 42
have found it relatively easy to work however, could pose such a threat, defeated Democrat state legislator Repubhcan Deborah Cook, preservmg College of Insurance 2
with Congress throughout their ad- they say John Cosgrove Mr Gallagher wlll the court's perceived anti-busmess Commonwealth Risk Service 1a
ministrations on important benefits- On the other hand, because complete the two-year unexpired term majonty Deutsche Bank 17
related legislation, while the two par- Democrats picked up more seats in of Bdl Nelson, who won aUS Senate Daniel Barry, director of govern- Ei‘f‘;eanh ve Z;
ties also were able to strike deals and Congress, GOP proponents of the bill seat Mr Gallagher wall be Flonda's mental affairs for the Risk & Insur- GeneralCologne Re 1810
reach bipartisan agreement Dunng might have to do more to ensure that last elected Insurance commissioner, ance Management Society Inc in New Group Health Inc 43R
the Reagan administration, several more benefits go to lower-paid work- because the post w11 become an ap- York, said, "With the status quo con- IPC Re 43R
major tax bills were passed that sig- ers Some congressional Democrats pointed position after restructunng m tinuing on the court, the business com- t?::j;f;\';lizzle‘ree”e'“"a“ae >
nificantly affected employee benefit favor glvmmg more pension tax breaks 2002 munity w111 have to turn its focus to MaxRe Ltd 23
plans, as was the case with the Bush to lower-income employees In North Dakota, Repubhcan Jim opportunities in the Leglslature to McLarens-Tophs 22
administration The new Congress wlll see many Poolman, a state representabve, de- mittgate the impact of the court's anb- MRM Spenalty Brokerage 30
Even as late as 1996 and 1997, com- new faces, including Ellary Rodham feated Democrat Gorman King Jr, a business decisions" NAC Reinsurance Corp o
promise was the order of the day, as Chnton, who won the Senate seat left newspaper pubhsher and dental plan Among states considenng ballot mi- Odyssey Re 13
actlve negotiations between Congress vacant by the retirement of Sen president, for the commissioner post tiatives, Massachusetts voters defeat- oPCAT 45R
and the Chnton administration result- Daniel Patnck Moynthan, D-N Y vacated by Democrat Glenn Pomeroy, ed, 52% to 48%, a measure that would Overseas Partnership Ltd 26

ed in passage of legislation that made Mrs Chnton in 1993 was the direc- who lost a bid for attorney general have set up a state health care council Pnvate Fealthcare Systems 10,17
it easier for employees to change jobs tor of the Clinton administration task Meanwhile, his brother, Earl Pomeroy, to review and recommend legislation PXRE Reinsurance Company 20
without losmg health care coverage force that developed a sweeping also a former msurance commissioner, for a universal comprehensive health Renaissance Reinsurance 46R

for pre-extstmg medical conditions, as health care reform package that ulti- won re-election to the U S House of care system The proposed law would ~ $i2i FomP Ins Fund s
well as a measure that boosted fund- mately flopped Representatives have barred the for-profit conversion Vt sibillity 36.37
mg for Medicare health mamtenance While acknowledging her force of Few, if any, changes are expected of non-profit hospitals, health mainte_ Visibillity 38,39
organizations personality and pohtical promi- among appomted commissioners No nance organizattons and health insur- Wah‘sa; ':‘S”ra"ce Company 4;

But starting m 1998-and seeming- nence, few believe the outgoing changes are expected m Indiana, Mis- ers, it also would have required health Wrt§tEGF'REF Division o
ly growing worse each year-polltics First Lady will play much of a role soun, New Hampshire, Utah and Ver- Insurers to guarantee certain nghts to WLT Software of FL, Inc as
has become more polanzed in Wash- in benefit issues, at least initially, mont, where mcumbent governors or patients and health care profesmonals, XL Capital 33
mgton, resulting m gridlock on sever- because she will rank near the bot- fellow party members were elected starting in 2001 étn'i‘:fﬁ,p: Insurance “i’:

al benefits-related measures, to say tomm m senionty Ell and where they are hkely to retain the Voters m Montana approved, 53%
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Reports offe r
history lesson

What a diference a year makes

Annually, Business Insurance takes the pulse of the commercial
property/casualty market at year end by callmg nsk managers,
brokers, insurers and minsurers to get their views of renewals

For years now, buyers have told us that rates were either
headmg lower or, at worst from thelr viewpoint, there was no
change m pncmg Whlle msurers and remsurers may have offend
a diferent view, Itendtogivethemost credence to the renewal
viewpoint of the buyers, because they are the ones getlang out their
checkbooks at the end of the transactions

The buzz throughout 2000 has been that this wnll be the year
that rates Emally ftrm up Them is uncertamty, though, whether
thls means merely pockets of hrmer pncmg, or a bmly ugly market
hardemng with across-the-board ratehikes, as waslastseen m
1986 and 1985

Unbl this year, renewal reporting was becommg almost
monotonous for the repetition of the message that the market was
st]l soft, with no signs of big pnce increases on the honzon. |
1mow, because | went back and read them all for the past 16 years
From 1994 through 2000 renewals, there was httle malor change
seen by the buyers of commercial insurance. The renewal report
for 1995 summed up this penod best.

Ifrenewals resembled the termm along Interstate 80, Nk

managers woutd be dnving through
-Vvlll.F, Nebraska nght now.

Words Wce 'Ytat, soft and "stable"pop
up most o*en when discusstng Januay
renewals Rates are even begmning to come
down m some preutously restnct:ve spectalty
knes.

By the end of the decade, maybe an
analogy to dnvmg down Colorado's
Inveland Pass would have been more apt
from msurers'pomtoffew Before this
extended penod of soft pncing, 1993 bore
witness to a bnef change m the marketplace
Rates mcreased, especially m the property

market followmg humcanes Andrew and Inila m 1992, and so did
expectations-albeit short-hved ones-among buyers m 1993 that
the market was at last turning'

Platmtes ormcreases ofless than 10% mark year-end renewats.
However, many nsk managers thmk Jan 1 renewals may stgnal
theendofthestubbornly soft commetmal property/casualty
market

Well, we all know that "end" didn't last long, thanks, m part, to
the influx of capitallookmg to make a buck off hnning rates
Instead, the added capital had the effect of fundmg renewed
compebbon-as if it had ever truly gone away.

In order to go back to the last hard market renewals, one has to
return to 1986 and 1985, when the Business Insumnce renewal
reports sounded hke an exercise m one-upmnship for
superlatives Flfteen years ago, we did not exclusively ask buyers
what they thought of renewal conditions, so the perspective may
reflect insurer panic more than buyer hysteria, but | thmk most
rtsk managers would agree that the 1986 and 1985 renewals were
mghtmansh From 1986 was this report

Januan/ 1986 commerctal p,operty/casualty renewals are the
most d#cult ever-for all clzents-broken atound the countly
agree

Rate hzkes, last year imposed pnmanly on large and d#cult
nsks, are the nonnthis year, especially fortzabilzty insumnce

That largely echoed the 1985 report, which told of a market that
seemed, at the time, about as bad as it could get.

For many risk manage,s and bmkets, the current insumnce
renewal season 19 the womt ever.

Brokers report that the mpidly consthnctmg mmumnce market
m caus:ng d:Fect msureys to boost some tzability msumnce mtes
dramatzcaNy---as much as 300% to 500% m some knes. In
addttion, a lack of remsumnce 5 causmg msurers to slash the
capac:ty they ofer m some hnes, espectally for hzgh-layer ezcess
and umbrella ttability coverage

Imlong back to the 1984 and 1983 reports, it is clear that no
one believed a hard market was coming Those earher mports even
accused insurers of crying "wolft" on the need to raise habihty
rates--and about as effectively as the boy m the folk tale

So here we are, more than 15 years later, and msurers areagam
trymg to manage buyer expectations of firmer pncing Will buyers
believe them this time? And even if rates fm at this year's
mnewals, Mll that pneng change last? Or w]11 it grow ever harder

m 12 months?

What a difference a yearmakes

Editor Paul D Winston's commentaly appea73 fortnzghtly and

on www busmessmsurance com He can be reached at

pwmston@crum com
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rameters of the work restriction MSD hazards" in several places
protection insofar as they limited The draft also Includes a "basic
it to 90 days as opposed to six screening tool" that spells out
months But none of this address- specific risk factors that could
with ergonomic-related injuries es our underlying concern We subject a workplace to coverage
90% of wages plus full benefits- still think the regulations are un- by the proposed standard if they
to 90 days from six months But necessary and will lead to a misal- are exceeded and an employee
insurers still view a federal bene- location of limited resources Our complains of a work-related
fit schedule for a particular class big concern is the rumor that the MSD These include such factors
of indury as an intrusion Into the regulations will be published as the use of a keyboard or com-
state-based workers compensa- soon, enabling OSHA to put the puter mouse "in a steady manner
regulations into effect prior to the for more than four hours total in a
"From the insurance perspec- next president taking office," he workday " Earlier drafts had been
tlve, it doesn't change the basic said
nature of the issue, lust the inten- When asked about rumors that
sity of it The question remains, the final proposal would be pub- "The more specific you make it,
can you compensate workers out- lished this month, possibly as ear- the less applicable It will be The
side the workers compensation ly as this week, the OSHA more general you leave it, the
systemp" asked Keith Lessner, vp- spokeswoman only reiterated more difficult It'S going to be for
safety and environment for the OSHA's intention to issue a final anybody to know what you want

Alliance of American Insurers in standard by the end of this year them to do "
The Oct 10 draft also causes

OSHA

Cont:nued from page 2

tion system

far more general

The Alliance's Mr Lessner said

Downers Grove, Il The Oct 10 draft changes make

"Our understanding is that this concern because it leaves a num- the proposal "far worse" than
is still a work in progress, " said ber of key terms to be defined lat- that initially proposed by OSHA,
Daniel Barry, director-govern- er Because the term "general in- said Jenny Krese, director-em-
ment affairs for the Risk & Insur- dusti-y" isn't defined, employers ployment policy for the National
ance Management Society Inc in can't be certain exactly whether Assn of Manufacturers in Wash-
New York "The draft IS dated they would be covered The ington She said the NAM would
Oct 10 There were some im- phrase "eliminate MSD hazards" continue to attempt to block pro-
provements insofar as OSHA clar- also remains undefined This mulgation of the rule through leg-
ified some items that had been un- omission is Critical because the islation, adding, "We are fully
certain We're also pleased that text of the proposal calls upon prepared to take OSHA to court,”
they tightened up the outside pa- employers to control or "eliminate if necessary

In a separate case, tobacco com- counterfeit cigarettes" and will co-
panies are facing smugghng charges operate with "all interested parties"
in litigation filed by the European to attempt to prevent the activity
Continued from page 2 Commission earlier this month in "However," Mr Davies said, "we

More than 24 state and federal federal court m Brooklyn, N Y The will vigorously contest the Commlis-
courts have concluded that class ac- E C suit charges that Phihp Moms sion's unprecedented attempt to
tions like the Engle case are map- and Winston-Salem, N C -based utilize Amer'lean courts to impose
propnate in smokmg and health ht- R J Reynolds smuggled cigarettes liability upon us"
igation, he said into Europe to be sold on the black The suit alleges violations of the

R J Reynolds issued a statement market The European Commission U S Racketeering Influenced and
m which Daniel W Donahue, senior is seeking to recover an undeter- Corrupt Organization Act and
vp and deputy general counsel, said could cost the tobacco makers bil-
federal court is the proper venue for
the case, particularly in hght of ef- . ) ) ) ) statement issued by the British
forts by a labor umon to intervene Phlllp Morris will ﬂght this anti-smoking group Action on
Just before Judge Kaye issued his 'unprecedented attempt Smoking & Health
verdict in July, the Southeastern The evidence suggests tobacco
Iron Workers' Healthcare Plan had companies have played a control-

filed motions to Intervene m the 10 impOSe liability UpOn ling and orchestrating role in the
case and had asked that the case be . . . lobal fobaccq-sm li racket,,
us,' says David R. Davies. said Chvé Bates, London-based di-

The union was seeking permis- rector of ASH And, he noted, "it is
sion to assert subrogation claims on important that the authorities use
behalf of itself, similar funds and mined amount of unpaid customs whatever legal routes that are
insurers for reimbursement of duties and other lost mcome available to stop them in their
claims paid to members of the En- A Philip Morris statement last tracks "
gte class week said the company had not Meanwhile, talks were ongoing

Tobacco company defendants ar- seen the complaint and would not last week that Greensboro, NC-
gued that the removal to federal comment on the allegations based Lonllard Tobacco Co and
court was proper because the sub- Dawd R Davies, vp of corporate Liggett Group of Miami hope wiill
rogation claims are either brought affairs for Philip Morns Europe end in a deal that would settle
under or pre-empted by the federal SA, said the company does not un- smoking-related punitive damage
Employee Retirement Income Secu- derstand wh> the European Com- claims
rity Act mission chose to file suit in a US. The companies face a dozen suits

U S District Judge Ursula Un- court rather than address the issue in New York and reportedly have
garo-Benages disagreed with the through "regulatory and coopera- offered to pay $8 billion over 30
defendants' arguments for keeping tive actions within the framework years into a pubhc health trust fund
the case in federal court and re- of the European Union " for treatment of smoking-related
manded it to Judge Kaye He said Philip Morris supports illnesses, smoking-cessation pro-

Mr Donahue said Philip Morns the desire to "address the illegal grams and medical monitoring The
aims to pursue its appeal in the trade in cigarettes, Including the proposal would allow plaintiffs to
state court growing international trade in seek only compensatory damages

against the compames

Tobacco

lions of dollars, according to a

to utilize American coults

moved to federal court

Judge Jack Weinstein is hearing
the suits in U S District Court in
Brooklyn, and the cigarette makers
are hoping he will be able to take
jurisdiction of all pumtive damages
cases they face in the Umted States

Benefit consultant directory
deadline is fast approaching

The companies have said they be-

Business Insurance will pub- health care and other claims ad-
lish its annual Directory of Em- ministration, compensation con-
ployee Benefit Consultants in sulting or other general consult-
the Dec, 11 issue, which will ing unrelated to benefits or in-
also feature a Spotlight Report surance brokerage Companies
on employee benefits must provide gross revenues for
The directory is published as 1999 and estimated revenues for
an editorial service, there is no 2000 If your company meets the
charge to be Included Compa- requirements but has not re-
mes must simply subrmt a com- ceived a questionnaire, please

pleted questionnaire by the ex- contact Assistant Directory Edi-
tended deadline of Nov 20 tor Milchel Schwartz at 312-649-

lieve that could protect them from
the $145 billion punitive damages
award in the Engle case

Edward L Sweda Jr, senior at-
torney for The Tobacco Products
Liability Project at Northeastern
University in Boston, said that to
"take punitive damages off the
table" would end tobacco litigation
as a way to hold cigarette makers 11-
able for their actions "It affects the
rights of the people who are not
part of the lawsuit in Brooklyn "
The $8 billion settlement over 30

To be eligible for the directo- 56313 or via e-mail at
ry, a company must provide ad- mschwartz@crain com Ques-
vice on benefit issues on a fee- tionnaires also can be down- years amounts to "pennies on the
dollar" for the companies, he ar-
gued, and "would not deter bum-
ness as usual " Ell

for-service basis Ineligible are loaded from the Bl Web site,
companies that provide only www busmessmsurance com
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Blanch

Continued from page 1

our customers and our shareholders
and our employees is whether or
not there are options available
which will get us away from the
noise, so that we can do what we
have historically (done) so well with
regard to the performance of our
business activities,” Mr. Blanch
said.

Reinsurance market observers
say the broker is a valuable proper-
ty, but they express doubts about
whether an acquisition, or even a
management-led buyout, is likely in
the short term.

"Blanch has always been a very
innovative kind of firm, on the cut-
ting edge, very aggressive," one ob-
server said. "My guess is there is an
enduring franchise there and there
would be interest (among potential
buyers), especially at these prices."

"Whether the company would en-
tertain a transaction at these prices
is another question," the observer
added, alluding to the drop in
Blanch's stock price to just above
$15 per share recently, from a high
of more than $70 last year. "l don't
think Ted Blanch or the board
would do a deal at these prices."

Taking the company private is
another possibility, "but all the
pieces you need to do it are not

there yet,” the market observer
added.

While Blanch has cleared up sev-
eral financial uncertainties with a
series of third-quarter write-offs
and revenue adjustments, the bro-
ker would still have to convince fi-
nancial backers that its manage-
ment could generate enough growth
to boost Blanch's value for a future

sale or public offering.

'‘Blanch has always
been a very innovative
kind of firm, on the
cutting edge...' says an
industry observer.

"Ted Blanch has not been able to
restore the quality of management
he had a year ago," the observer
said. "Whether it's public or pri-
vate, that's an issue for them.'

INn the conference call, Mr.
Blanch emphasized that the broker
is focusing on improving its finan-
cial performance at the same time
that it reviews strategic alterna-
tives, and he expressed optimism
about its prospects.

"We have a company to run. It
has a future. We're not sure, at this
point, the context in which that fu-
ture will play out, but it does have a

future. It has a bright future,"” Mr.
Blanch said. "It's been hit in the

side of the head. It needs to be

is pleased to announce that
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fixed. We will fix it.”

Blanch's troubles became public
in March, when it reported lower-
than-expected first-quarter earn-
ings and disclosed that two top offi-
cers-Rodman Fox, president of
Blanch's brokerage unit, and Paul
Karon, an executive vp-had quit
to join rival broker Benfield Greig
Group P.L.C. (Bl, July 31). Blanch,
which was founded by Mr. Blanch's
father in 1957 and which went pub-
lie in 1993, saw its stock plunge
from about $55 a share to less:han
$20 within days of the announce-
ment. More Blanch officials subse-
quently departed, some for other
competitors.

Blanch jolted investors again lar.
week in announcing declines in rev-
enues and earnings as of the end of
the third quarter. Total revenues for
the nine-month period were $162.1
million, down 9.6% compared with
the same period in 1999, while
third-quarter revenues
30.2% to $41.1 million.

Earnings nose-dived to $1.5 mil-

dropped

lion for the first nine months, from
$28.1 million in the year-earlier pe-
riod, while the third quarter pro-
duced an $8.8 million net loss, com-
pared with a $10.8 million gain in
the third quarter of 1999.

Included in the results are $15.9
million in special charges, the
largest of which was a $7.5 million
reversal of revenues booked in the

second quarter on a reinsurance
deal that Blanch brokered and that
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was 'renegotiated” in the third
quarter. Blanch officials did not
identify the parties in this deal, but
analysts speculate that it involved
Reliance Group Holdings Inc.'s
now-abandoned sale to Leucadia
National Corp.

Also among the charges were a
$3.2 million revenue reversal for
placements involving the ill-fated
Unieover Managers Inc., a $2.9 mil-
lion write-down of a Blanch invest-
ment and a $1.6 million write-off of
two other Blanch assets.

Meanwhile, Blanch also an-
nounced an expense reduction pro-
gram, through which it plans to cut
$17 million of its costs. For the first
nine months, Blanch's expenses to-
taled $158.6 million. While saying
that the program will involve cut-
ting corporate overhead and divest-
ing nonperforming operations, Mr.
Blanch would not identify which
operations might be cut, saying that
a formal restructuring plan has not
yet been approved.

Cuts in corporate overhead will
produce about one-third of the
planned savings and will include
the sale of Blanch's corporate jet
and a 40% to 60% reduction of Mr.
Blanch's own salary, which was
$800,000 last year, not including a
$159,352 bonus. The broker will not
ask "a whole lot of other people" to
take pay cuts, Mr. Blanch said.

While the restructuring willlikely
involve staff cuts, those cuts will not
affect services to clients, he added,
though they may produce a fourth-
quarter restructuring charge.

Looking ahead, Mr. Blanch pro-
jected a 5% increase in total rev-
enues for the brokerage in 2001,
compared with this year. That esti-
mate, though, includes capital gains

for 2000 but not for 2001. Exclud-
ing capital gains, Blanch will gener-
ate a 10% increase in revenues next
year, he predicted.

This level of revenue growth is
slower than Blanch's historical
growth rate, Mr. Blanch conceded.
But one of Blanch's problems this
year was its failure to generate
enough new business to replace
one-time brokerage deals that pro-
dueed nonrecurring revenues last
year, he explained.

One of Blanch's goals, he said, is
"to develop future revenues where
there is a higher component of re-
newable, sustainable revenue and,
on a relative basis, a smaller com-
ponent of nonrecurring revenue."

The tightening market will also
help, Blanch officials say. Catastro-

phe reinsurance rates are up 10% to
15% while some clients with com-
mercial auto business have seen
premiums rise 15% to 20%, Blanch
President Chris Walker told ana-
lysts.

Blanch's recent renewal of cover-
age for an offshore oil operation
saw an expiring premium of
$900,000 rise to $3.4 million, Mr.
Blanch added.

Blanch's fight for revenue growth
will be a struggle, though, and its
turnaround effort may take time,
some reinsurance market observers
suggest.

"Companies don’t change
overnight. This company was going
along very nicely, probably more
nicely than was good for it," one
observer said, noting that Blanch's
past financial performance height-
ened investors' expectations. "The
price they've had to pay for stum-
bling seems, to me, to be exces-

sive.” ial
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Singapore Air admits pilot error

SINGAPORE-Singapore Airlines has admitted liability for the
Oct 31 crash that killed 82 passengers and four crewmembers

Preliminary findings of the Taiwan Aviation Safety Council in-
vestigation confirmed initial indications that the plane attempted to
take off from the wrong runway at Taipei's Chiang Kai-shek Inter-
national Airport, said Cheong Choong Kong, Singapore Airlines
deputy chairman and chief executive officer

"We accept this finding (and) are deeply distressed and very con-
cerned,” Mr Cheong said "It is critical that we understand exactly
what happened and precisely what made the cockpit crew believe
that they were on the correct runway "

The pilot of the Boeing 747-400, an experienced aviator with
more than 11,000 logged hours, turned the Jet onto a closed runway
by mistake and plowed into parked construction equipment, caus-
ing the let to burst into flames The hull was valued at $124 milllion

Singapore Airlines has offered thousands of dollars in compensa-
tion to the family of each deceased passenger and crewmember The
airline has also said it will meet the medical expenses of inlured
passengers and crew and will discuss compensation with each of
then:1

Mr Cheong said it was important for the airline to establish what
led to the error "We will be looking at human factors, and also
what could be done to make airports safer Once the answers are es-
tablished, we will take whatever action is necessary to ensure this
tragic accident doesn't happen agam," he said

The crash was Singapore Airlines' first major accident in 28 years
of operation, and it occurred as a typhoon with 80-mph winds
loomed off Taiwan's southern coast

Singapore Arrlines' liability and hull coverage is led by Westmin-
ster Aviation Insurance Group of London, with other international
markets writing portions of the risk The airline carnes hability in-
surance limits of $1 75 billion

London-based Willis Group Ltd IS the lead broker, while Aon
Group Ltd in London co-brokered the placement

Japanese medical plan in trouble

TOKYO-Millions of Japanese workers will face premium in-
creases if a government-run medical plan is to be kept afloat

The plan, which covers approximately 20 million workers em-
ployed by small companies, will be broke by the end of March 2002
if premiums are not increased, according to Kazuhito |lhara, deputy
director of the plannmg division in the Health Insurance Bureau at
Japan's Ministry of Health and Welfare in Tokyo

Mr Ihara said it is not known how much more employees would
have to pay to keep the medical plan running "That is under dis-
cussion now," he said Employees now pay 4 25% of their wages for
medical coverage, an amount matched by employers

The plan's current surplus of about $7 billion and its premium in-
come is enough to keep 11 operating until the end of the 2001 fiscal
year, Mr lhara said "It means we have to raise premiums," he said
"If we keep the present system, it w111 be bankrupt "

The plan faces bankruptcy m part because of heavy expenditures
on claims payments made to an aging population, Mr Ihara pointed
out The plan's revenues have also taken a hit m Japan's sluggish
economy, he noted

Mr lhara said workers, particularly younger workers, are
protesting the possible premium increases, because they expect
those costs to continue to escalate as the average age of the popula-
tion goes up

Briefly noted

Mark L. Pabst, 54, retired from his position as president and chief
operating officer of The St Paul Cos ' international insurance oper-
ations Mr Pabst spent 12 years with the St Paul, Minn -based m-
surer His responsibilities will be split between Kent Urness, 52,
formerly head of the company's European msurance operations and
now senior vp and global specialty practice leader, and Michael
Schell, 50, president and chief operating officer of global reinsur-
ance Texas Workers' Compensation Insurance Fund expects to
pay out about $25 million in policyholder dividends later this
month The WCIF is proposing to pay the dividends to qualifying
employers with policies that expired in 1999 and certain other long-
time policyholders Approximately 22,000 employers are eligible for
the payments, policyholders in the fund's Insurer-of-last-resort
program are not eligible, though XL Capital Ltd.'s profits for the
first mne months of 2000 were $505 7 miillion, a 234% nse over the
comparable period in 1999 Gross revenues for the Hamilton,
Bermuda-based insurer rose 14 1%, to $2 02 billion The increases,
though, were largely due to the addition of results from NAC Re
Corp and ECS Inc, which XL bought last year Those companies'
results were not included m XL's first-half results for 1999 CNA
Financial Corp. has reported net operating income of $262 million
for the first three quarters of 2000, a 69% increase from the same
period last year, though net operating income for the first nine
months of 1999 did include $46 million of aftertax charges related
to restructuring London-based broker Jardine Lloyd Thompson
Group P.L.C. has named Steve McGill deputy chief executive Mr
McGill, currently a director of JLT and chief executive of JLT Risk
Solutions, will take over the post m January 2001 and will also con-
tinue in his role as chief executive of JLT Risk Solutions Ameri-
can Re-Insurance Co. reported a loss of $22 7 million for the first
nine months of 2000, compared with a profit of $107 1 million for
the same period in 1999 The loss stems from increases made to loss
reserves in 2000 and lower capital gains, an American Re statement
said Gross revenues for the first nine months increased 10 6%, to
$2 72 billion
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It will go"
The insurance market for comput- the moment, but this is a fundamen-

Vi rl I S e S stand it yet and don't want to play at

er nsks is growing and includes such tal day-to-day nsk facing businesses
Continued from page 1
cano, tsunami, flood, freeze or weight tional Group Inc, Chubb Corp,

of snow "

underwriters as American Interna- now," he said

At AIRMIC's annual meetrng earh-

Zurich Financial Services Group and er this year, a survey of rtsk managers
Germany's Mumch Reinsurance Lloyd's of London underwnters, and found that three out of four compa-

Co, the world's largest reinsurer, also some specialtzed insurance pohcies nies lack coverage for computernsks,

is seeking to clanfy its position on do cover losses caused by wild virus- including the threat of damage from

virus coverage durmg the current re- es, brokers say viruses and hackers (BI, June 19)

newal season Chris Cotterell, director and co- One leadmg provider of specialized
"We want to make it clear that the founder of London-based speciahst computer coverage is Robert Gold-
consequential loss associated with IT broker Safeonhne Ltd, said 60% to hawk, a senior underwriter for
malfunction and data loss is not cov- 70% of the dozen or so underwnters Lloyd's syndicate 33, managed by
ered automatically under property speciallzing m computer nsks are Hiscox PLC
reinsurance," said Franz Hertl, a now wilhng to offer coverage for Hiscox offers pollciesto cover com-
marketing director at Munich Re viruses, but only when the risk is puter and technology nsks, as well as
who is responsible for industrial in- properly assessed and mitigated by custom wordmgs to cover losses from
surance chents m Gennany

rr experts such nsks as hacker attacks, demal-

As a result, Munich Re is stating in In the meantime, risk managers of-service attacks and extortion
its contracts that physical damage to should check on whether their east- The syndicate has seen "phenome-
property shall not mclude any dam- Ing policies cover computer-related nal growth" mUS chents m the last
age to data, software and programs nsks, brokers advise two years and mereasmg U K Inter-
caused by deletion, corruption or Risk managers need to determine est in the last six months Mr Gold-
defamation of the original structure, whether they are covered for com- hawk estimated that 70% of his
he said puter nsks, Ms Hansford-Smith chents are e-commerce companies,

Other relnsurers are likely to said "A lot of chents are m that pro- and 30% are traditional "bnck and
change contract wordings to exclude cess now They are doing msurance mortar" companies with computer-
related exposures Demand from the
latter sector, he said, is quickly m-
creasmg

Mr Goldhawk said he stresses to

'"There is no way to control the huge loss
potential and exposure from accumulation of

clients, however, that wild viruses-
those not aimed at the pohcyholder-
are not covered by any of the syndh-

claims caused by computer virus or Internet
problems,' says Franz Herll of Munich Re.

cate's pohcies

"This is because of the problems of
aggregation and the remsurers'’
stance," he said, adding that "it be-
came obvious after Mellssa that we
the accumulation of Information gap analysis and, where coverage would be mad to gwe such cover "
technology losses, Mr Hertl beheves looks vague, they are getting word-

Munich Re is prepared to reinsure mgs clarihed and seeking additional concerned about potential losses but
companies that underwnte IT risks if coverage,” she said

In the United States, relnsurers are

aren't moving to add coverage exclu-
underwnting is in hne with certain While most policyholders would sions
preconditions, he said While risk prefer to extend their existmg msur- Wilham L Munson, president and
managers can buy specialized insur- ance programs to cover IT exposures, chief operating officer of Momstown
ance for IT equipment and opera- most underwnters are not willing to N J -based Toa Remsurance Co of
tions, this coverage would normally do so because "they don't yet under- Amenca, said, "It's a sensitive issue
exclude losses from the "uncon- stand the nsk, it is too new to quanti- but we don't at this point plan to put
trolled spread of a computer virus," fy, and reinsurance capacity is not any exclusions m that we don't think

a threat termed a "wild virus," Mr readily available," she said
Hertl said

are already" in the primary pollcy
The main option for risk managers Gene Mason, second vp and errors
Symantec Corp, which produces seekmg such protection is to buy spe- and omissions practice leader fol
ant-virus software, says that "a virus cialized computer coverage, such as Overland Park, Kan -based Employ-
that has been found m more than one Marsh's Netsecure, which is a difer- ers Reinsurance Corp, said he be-
organization or company is called an enbe-in-conditions pohcy led by heves coverage for intentional acts
m-the-wild virus Currently, approx- Lloyd's underwnters that sits along- such as viruses and comparable dis-
imately 250 viruses exist in the wild " side existing insurance programs, ruptions already are not covered un-
These viruses can be mahgnant, said Ms Hansford-Smith der ERC's current pohcies "Uncle
destroying data or corrupting files Stuart Martin, chairman of the e- our traditional pohcies, we don't feel
and equipment, or bemgn, such as commerce and special interest group we're supportmg pohcies out ther¢
displaying a message or slowing sys- of the Assn of Insurance & Risk that cover viruses or hacking," hf
tem performance Wild viruses also Managers m Landon, said risk man- said
create significant expenses m terms agers who are aware of their comput-
of downtnne and staff needed to hx er risks and seeking protection are years looking at the exposures anc
and eliminate them not finding much help in the insur- trying to get our hands around whal
One such wild virus, the Love Bug, ance market
spread rapidly via e-mail in May, Risk managers have had no luck how we properly underwrite thai
crippling e-mail systems around the amending their insurance programs type of exposure,” he said "From:
world and destroying some files (BI, to cover these electronic risks be- reinsurance standpoint, we're not al
May 15) It's estimated that the virus cause "traditional underwnters this point in time comfortable pro
cost business more than $1 bilhon won't touch it,” and while the major viding security breach coverage;
due to system shutdowns and efforts brokers are putting together special- though the reinsurer may do so In thE
to eradicate the bug Another exam- ized policies to "all in the gaps," the future if ERC can find a way to prop
ple of a wild virus was 1999's Mellssa "pohcy wordmgs are very restricted, erly price and underwnte it, said Mr
virus, which also spread worldwide the capacity is limited and the cost is Mason
via e-mall, corrupting certain Mi- high," said Mr Martm, group insur- Henry Keelmg, CEO of XL Re
crosoft Corp software ance manager for construction and which is the remsurance division 01
"There is no way to control the civil engineering company Balfour Bermuda-based XL Capital Ltd
huge loss potential and exposure Beatty PLC said, "XL Mid Ocean (Reinsuranci
from accumulation of claims caused In addition, most of the specialized Ltd) considers this to be a sigmhcant
by computer virus or Internet prob- computer rlsk coverage does not cov- issue that has only recently becom€
lems,"” Mr Hertl said

Insurance and remsurance under-

ERC has "spent the last couple 01

we think the pncmg ought to be anc

er wild viruses, he said apparent m our industry, especialll
As' a result, rlsk managers con- for property catastrophe wnters, anc
wnters stress that traditional proper- cerned about the risks are relying on we are currently considering our po
ty/casualty policies are not intended risk management pollcies and proce- sition m thts regard "
to cover such risks as viruses, but dures to minimize their loss expo- A spokeswoman for the Hartford
courts have not yet tested the demal sures These include adoptmg stnet Conn -based Hartford FInancial Ser
of coverage for such claims information technology secunty poll- vices Group Inc , addressing the issm
The wordings of large commercial cies and codes of practice for employ- from the perspective of a remsuranc,
insurance policies are "quite wide ees, such as how to deal with e-mails, buyer, said in a statement, "Yes, rein
and encompass a wide area Al- and relylng on outside consultants surers have expressed concern about
though e-commerce nsks were not for advice on how to protect them- the potential exposure of computei
necessanly mtended to be covered, it selves from viruses
has never been tested in court,” said Computer-related risks now are rences"
Lisa Hansford-Smith, e-commerce such a fundamental exposure for Although The Hartford has no
and mtellectual property practice most businesses that, eventually, the seen any proposals yet in this area
leader of FINPRO in London, the fi- Insurance industry w111 have to cover "we'd have to look at any restriction:
nancial and professional services unit them as part of property/casualty in- m coverage carefully before we'd b,
of brokerage Marsh Inc "It is a difi- surance programs, Mr Martm said comfortable accepting them"
cult challenge for reinsurers, who are "It's a question of how long it's going
seriously looking at wordings and to take Everyone is becommg aware Judy Greenwald contnbuted to th4
treaties and have no idea which way of the risk The insurers don't under- report

viruses and similar types of occur
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| GLOBALRISKEXCHANGENAMES CEO Paul and take the "Movie Tour " Customers FRANK HONORED Eileen Frank, president | BRIEFLY NOTE[1 President Chnton last week
R. Daoust has been named chairman and also can e-mail the company at support. of J.P West Management & Financial Ser- signed into law the Needlestick Safety and
chief executive officer of Global Risk Ex- My Reinsurance@eregroup.com, or call vices, was the honoree at this year's Na- Prevention Act, a bipartisan measure designed
change, an independent property/casualty 888-776-6973. tional Insurance Industry Assn. of New to protect health care workers from lob-relat-
commercial insurance exchange. Mr. York awards luncheon, which was held ed miunes. Among other things, the measure
Daoust is a former chief operating officer last week. The annual event honors an in- requires employers to keep more detailed
of Watson Wyatt Worldwide. Prior to v dividual who has made distinguished records of injuries caused by contaminated
joining Global Risk Exchange, he consult- L L OY D S achievements in the insurance industry "sharps," mcluding needles and
ed with emerging companies through his Ms Frank founded J P West m February lancets . Shareholders of HSB Group Inc.
own firm, Daoust Consulting L.L.C. Glob- to offer services to purchasing groups and hae approved the $1 2 billion sale of the spe-
al Risk Exchange co-founder and former to create alternative risk financing pro- cialty engineering insurer to American Inter-
CEO Andrew Berry remains with the com- grams. Previously, Ms Frank was vp and national Group Inc The deal, which still
pany as president and chief operating offi- UOYI[}'S IN CHINA Lloyd's of London has director of underwriting operations and needs regulatory approval, is expected to
cer Headquartered m Providence, R I, been granted permission by Chinese regu- compliance at GAN North America Insur- close before year end ...Factory Mutual In-

Global Risk Exchange is an Internet-based lators to open a representative office in ance Co. The NIIA was formed in 1973 to surance Co. has renamed its boiler and ma-
property/casualty insurance exchange that Belling The office is expected to open on provide a forum for mmority professionals :hmery reinsurance services unit Mutual Boil-

gives large corporations direct access to in- Nov 28, Lloyd's said. "The Chinese mar- m the insurance industry er Re The Malvern, Pa -based FM Global
surance markets ket is extremely important for Lloyd's," unit, formerly known as ABMS, provides
Lloyd's Chairman Max Taylor said m a ST. PAUL GAINS The St. Paul Cos Inc has property breakdown treaty reinsurance and

M.Re.nsurance com \ statement. "We have been writing foreign reported revenues related services to Insurers in North Ameri-

- currency reinsurance in the country since of nearly $639 ca The Worldwide Broker Network added

(Bam+Tour_-1 ‘ the 1970s This approval for us to open an billion for the five new broker members at its recent confer-

A e i office in Beijing will further strengthen our  « IR; first three quar- ence, held in Zurich, Switzerland Aegis Inter-
o presence and allow us to build closer links | [J1@S! Rl U| ters of the year a national Insurance Corp. of Puerto Rico,

with regulators, officials and the Chinese 13 5% increase Ahanza Intermediarios de Seguros of Pana-

=T " market. Mr. Taylor said the opening of , from the compa- ma, Central Insurance Brokers of Scotland,
the Betiing office is a major step forward in , ny's first nine Harmonia Corretora de Seguros of Brazil and

r——Ir--nr¥¢="--1 Lloyd's aim of strengthening its franchise months of 1999 London Brokers of Romanta lomed the glob-
Reliawing-onijlit- overseas. Net written property/casualty premiums al network of Independent brokers, which has

is 4*1 E*bi«*64 stood at more than $4.38 billion for the first members m more than 55 countries....BIS-
"11M ES>-’ ABVANTAGE CARE SUPERVISED Due to Ad- three quarters, a 10 9% increase from the Net, an employee benefits application service

vantage Care Inc.'s financial difficulties, comparable period m 1999. St. Paul's com- provider, has expanded its headquarters in
the Kentucky Department of Insurance an- bined ratio for the first nine months of 2000 Concord, Calif, and opened regional sales of-

* NEW FACULTATIVE WEB SITE Employers nounced last week that state regulators was 1045%, down from 107 9% during fices in Dallas, Denver and Los Angeles. BIS-
Reinsurance Corp. has launched a Web will supervise the daily operations of the the sameperiod m 1999 Operatingearnings Net provides employee self-service enroll-
site, www. myreinsurance. com, designed to Lexington, Ky.-based health insurer. Ken- for the first nine months of 2000 were ment, information, education and employee
save time and increase productivity for tucky Insurance Commissioner George $481.1 million, up 0.1% from 1999's first benefits admmistration services using Web
clients by allowing them to renew and Nichols Ill announced in a written state- three quarters St Paul's commercial hnes technology. Alex Swedlow has been named

manage their casualty facultative reinsur- ment that Advantage Care and state insur- group brought m more than $1 25 billion m to the newly created position of executive vp
ance contracts online According to ERC, ance officials agreed to the state takeover net written premiums during the first three of research and development of the California
the site permits casualty underwriters to so that policyholders, providers and poten- quarters of the year, up 12 1% from the first Workers Compensation Institute, an Oak-
renew facultative contracts in as little as tial creditors would quickly know that the nine months of 1999 The combined ratio land-based non-profit organization that
five minutes, a process that can take up to insurer is no longer able to meet minimum was 95 7% for the commercial lines group sen es as the research arm of the state's work-
five days using traditional methods The financial requirements. Additionally, Mr, in the first nine months of the year, down ers comp industry Mr Swedlow has been a
site also reduces processing time for other Nichols said, the Department of Insurance from 115 2% durmg the first three quarters consultant to the CWCI for several years 1
transactions and allows ERC to work and Advantage Care want to protect polt- of 1999 The company posted $900.5 mil-

_ . . . X X . . . ; . T t hiwaki It , visit Bum-
more efficiently with customers, according cyholders and give them time to find other lion in net written reinsurance premiums © get hiwaking nem as Tt oceurs, visit Bum

to the reinsurer. In addition, the site can insurers Autonomous company operations during the first three quarters, a 15 1% in- ness Insurance': Iree online Undates at www.
be customized for individual customers, could end as early as Dec. 31, according to crease from the same period in 1999. The ddnes:insurance.com. Mi el the mateMal in the
allowing a client, for example, to sort the statement. Advantage Care provides company's combined ratio from reinsurance For The Record column, as well as emerceigent
claims and policies by various criteria health insurance to at least 36,000 policy- underwriting rose to 109 0% for the first in this week’s issue, Is generated Irom daily
Those interested in registering for holders in 55 counties of central and east- nine months of the year from 93.1% during news postings that appeared on the Website in
MyReinsurance com can log on to the site ern Kentucky. the first three quarters of last year meprevious week

Find daily coverage on Corporate Risk, Employee Benefit and Managed Health Care News at www.businessinsurance.com
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Weekly Year to date Year to date Weekly Year to date Yearto date Weekly Year to date Year to date

BROKERS Pnce % change % change High Low /01(000) Pnce % change % change High Low Vol (000) Price % change %change High Low Vol (000)
Aor! Corp NYS 3113 353 22.10 4275 20.69 16412 Gansce Inc NYS a7s 7m -so 6.38 350 222 Vesta Insurance Go NS as0 250 2581 7.88 344 80
Brown & Bror,n NYS r50 0.96 s022 aa.81 1563 145 Halleksvhle Group NDO 21.63 335 s1.75 2313 1163 2390 XL Capital Ud NYS 7581 a1z 4614 8000 3900 2341
Cl 8.des *.* NDO 1128 10.89 2174 1788 8so 19 HSB Group Inc , NYS 40.19 190 18.85 4063 2150 1222 Zen,th National Irs N¥S 2381 187 1545 24.94 1875 143
E W Blanch Holeings k NYS 16 00 579 73.88 64.75 1300 1343 }C Ir'surance Hokings NYS 2263 1313 7156 2204 10.06 774 INSURERSREINSURERS A.€RAGE 240 1529
Gaijlagher Allhuf J & Co NYS 6000 ooo 85.33 aaa 23.06 603 ING Gmep N V NYS 72.06 oos 18.14 7288 ass1 623
Hilb Rogal & Hamilton NYS 4081 140 44.47 az13 2500 71 IPC Holdings Ltd NDO 22.13 14904 a8.74 2213 o975 azz2 HEALTH MAINTENANCE ORGANIZATIONS
Kaye Group Inc NDQ 7.75 1079 7a6 1188 s00 28 Hartford Financial Servces NYS 7575 521 so89 7869 29 38 3838
Marsh & McL-ennan NYS 12681 112 3253 135069 70 50 4364 john Hancock Financ:al Se,vices NYS 31.00 713 s23s 32 oF 13.44 6402

BROKERS AVERAGE 245 2337 Lasalle Re Holdings Lid NYs 18.88 ooo 1439 19038 10.88 o Heaith Net Inc NeS 2075 ooo 1881 21.88 c.63 o

Lincin Nallon NYS 4831 432 2078 5638 22.63 3521 Humana Inc Nis 1363 7.92 6641 1363 4.75 5177
INSURERS/REINSURERS MAIC Hold,ngs Inc NYS 1350 ooo -se28 2380 1000 135 Oxford Heanh Plans NX 37.38 736 19458 3738 1063 7350
Ma kel Ce.p NYS 14444 170 .81 17488 11150 118 Palf-l Health 90 N> 1400 16.06 7358 7231 o881 7091

ACE Lia NYS 40.13 272 14045 4250 14 06 3951 MBIA Insurance Group NYS 67.75 204 2828 75.25 3631 2010 Sierra Hedth Services NrS sas 000 1215 10.00 2.44 coa
Accel Internatjonal Corp NDQ oas 1431 -s630 119 o040 10 Meadewbrook Insur Group NYS 475 857 2762 875 304 1 United Heaj#Gloup nrrs 11300 6.48 11274 11700 aess 7431
Acceptance Insurance Ccs NYS s3s 227 -es2 1513 275 22 Metle s 2088 13.27 10965 2088 14.25 9954 Wellpoint Health Ne.Is Nrs 11400 011 7280 12150 56 63 4205
AEGON NV NYS 3925 oeo 1780 4913 81 50 62 Mutual Risk Mgm Lid NYs 1860 000 1115 2375 1250 ass HMOs AJERAGE 542 67.00
Aetna Lje & Casuaity nvs 6360 oeo 1411 7369 3850 3545 Navigators Group NDO 1338 ooo s7.18 1413 s.63 s
AFLAC Inc NYS 7238 340 saas 7404 3356 5038 NYMagi Inc nNys 1625 236 2322 1625 1225 15 ALL COMPANIES 1.79 ss285
Alk./nea FinanciaJ Corp NYs e3e0 3.03 1440 6719 3506 1155 Oh,0 Casualty Corp NDO 813 a77 4942 1788 6.13 es0
Allstaie Corp NYS 38.13 a27 5844 4031 1719 11199 Old Reput* Int 1 NYS 2500 417 83.49 2781 10.63 1935
Ambac Fnanctal Group NYS 7350 asa 4084 8338 3888 1503 Partner Re Ud NYS 5700 870 7572 5700 28.38 1223
Amenean nlarcal Greup Nys 2119 431 1967 =o 1838 343 PerrAmenca Group Inc NYs 719 574 726 o7s ee3 19
Amencan General NYS 7919 185 437 8219 45 63 3674 PMA Capital Corporatol NDO 1600 725 1950 2006 1538 _ .
Amoncan Intl Group nvs 10016 sss  saes  1ooss 5208 19945 Philadelphia Gons Holdng NoQ 200 204 ma meo w1 B/INsurance index
American Safety Insurance NYS 650 2840 0.00 738 325 31 PXRE Corp NYS 1388 ooo 673 1756 o04 a2
Argonaut Group NDO 1650 ass 1608 2513 14aa 169 Rel,ance Group Holdings NYS ooe ooo o906 7.75 005 5700
AXAUAP Group NS ea7s 274 3.7 8150 s825 1093 Rellastar Fmr-cal Corp NYS s394 ooo 5764 s394 2375 o 2.700 12,612.26|
Baldwin & Lyons Inc NDO 1875 as 1525 2304 1525 20 RenaissarliceRe Holdings Ud NYS 7050 522 7248 77.75 3588 918
Belldey WA Corp NDO sezs s94 73.65 37.13 1400 317 RLI Corp Nvs 4131 5.03 2151 4138 2625 a6 2,600
Berkshre Hathaway Inc NYS 6220000 357 1087 6560000 40800 00 2 St Paul Cos NYS 5050 494 4991 5188 2131 4883 i 2,550
Capitol Transamenca Corp NAS 1175 aoo 1677 1325 oss 13 scor NYS 47.56 106 749 5363 s838 24
Chubb Corp NYS 8463 aso s028 seas a3.25 3600 SAFECO Corp NDO 2325 185 as3 30% 18.00 2992
cienA cor e 1013 2s 0030 12914 00765011 SOPIE Holdings Inc NYS 2156 550 -3288 3694 1831 NA ; 2 450
Cincinnatl Financial Corp NYS 3650 -3.15 1451 4331 2619 1146 Seibels Bruce Group NOO os4 1563 -5179 3.88 O 53 366 1 2.400
Citigroup NYS 5150 asz 23.00 59.13 35.34 50778 Select,ve Ins Group Noo 1988 1138 1564 2038 1463 314 ’
CNA Flancial Corp NYS s6.13 414 722 4213 24 56 202 Toko Manne & Fire N[)O 5600 197 529 6700 4500 82 2.350
CNA Surety Nvs 1156 107 1106 1404 o81 62 Torct-¥nall Corp NYS 3394 3a3 1677 3600 1875 1740 2.300
EMC Insurance Group Inc NDO 081 261 753 1138 681 B Transatiantic Hokings NYS 9300 1.00 1914 o575 68.75 55 . 2.250
ESG Re Lrnted N 306 1001 esse 775 250 21 Trenwick Group inc NYS 21.63 779 2768 2163 12-00 686
Enharice Fnxial Services NYS 1425 s07 1231 1931 8631077 Unico Amencan Corp Noe 775 690 1071 a25 as0 zs 2.200
Everest Rensurance NYS 6125 1303 174851 61.25 2069 2750 United Fire & Casualty NDO 1975 1286 1271 2338 1550 39 2.150
Fremont General Corp NYS 481 3276 ~a7s o63 269 1327 Unitnn NDO 29904 023 2043 3975 2719 194
Frentier Insurance Group NYS ose Moo <8900 00 6.1 1031 UNUMGorp s oo ore oo voto o meoa 9/22 9/29 10/6 10/13 10/20 10/27 11/3 11/10

Base.100 on Dec 29,1978

Top amanang[=ues Fremont General Corp, Amencan Safety Insurance, Pacificare Health Sys Leading dediners Frontlerinsurarce Group, Se,bels Bruce Group, Accel International Com Most active asue Cibgroup The 8/Index rose ) 6%,the Dow Jones 30 Industnals decreased 2 0%, the S&P 500
wentdown 4 3%, andthe NYSE Composile dropped 2.3% Average P/E Brokers, 227, Insurers/re,nsurers, 277, and HMOs. 154

Source CNET /nvestor (investor cnet corn) Boulder, Colo



The top performers in the FORJNE@’ Global 500 use Teradata™from NCR.
Do they see something you don't?

Relationship Technology Solut zns. They're bringing the world s most - B
s.ccessful companies closer to their customers, suppliers and employees. D Y U KN W
Six cf the werld’s top ten relzilers, seven of the world’s tcp nine

Introducing Relationship Technology” Solutions from NCR, the powar to know.

telecommunications companies, six of the world’s top seven airlines _
and the world’s leading banks all depend on a TERADATA™ Active Data D Y U KN OW
Warenouse fram NCR. It makes relationships more powerful and more ' -

profitable. From deep in your sugply chain, through your network and on

out ta the customer. It's as big as you need, as fast as you can imagine and
more intelligent than anything on the planet. For a closer loak, visit |

www.teradata.com today anc get ycur TERADATA Knowledge Pack.

We give you tre power to know.
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= W\ Go ahead, give me your worst. Back i
- = pain. Broken bones. Whatever injury !
| | 3
< i i :
! 5 an employee suffers, nothing will stop | \
S me from getting them back on the job i E
P = i
.- as safely and quickly as possible. By |
[ i ey ik
e |
E i coordinating the doctors, employer and |
i3 i
G the injured worker, I keep the recovery =
| B= =
(o . ) . <
e process moving. And being a Registered e
Nurse with 28 years of experience Go
3 )
==t
helps me know just what an injured =
L5 | | =
= employee needs, from medical care to =
E‘Z rehabilitation. Because when it comes to | &
. : 2 : O
L & my job, the more pain I can deal with, &
5 the better everyone feels. /7 i o |
& | =
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INSURBANCE zl?ﬂ ACTHIIOIN Through proven recovery
programs, our experienced Nurse Case Managers helped save

customers nearly 700,000 disability days last year alone.
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