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In Bripf
Insurers subpoenaed
in municipal GIC probe
Several financial guarantee
insurers have been subpoenaed

by the antitrust division of the
U.S. Attorney's Office for the
Southern Dis-rict of New York

and, in some cases, by the
Securities and Exchange
Commission in an investigation of
brokers of municipal guaranteed
investment contracts. Companies
that say they have received

subpoenas include units of

American International Group

Inc., XL Capital Ltd. and General
Electric Co. A Justice Department
spokeswoman said, "The antitrust

division is investigating the
possibility of anticompetitive

practices in the municipal bond

industry."

Becker named

Max Re CEO

W. Marston Becker has been

named chairman and chief

See IN BRIEF page 22

International
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More consolidation expected

at Lloyd's of London as
•••,r-rx. concerns

1 over legacy

Fwi/' 6 0*,1 subside with
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Inc.; emerging market growth,
expansion in Asia likely to fuel

rise in captive numbers, study

says; trade agreement could
open up Russia's insurance

market to outsiders, some

observers predict. PAGE 17
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Spitzer's election
raises questions
n future probes

By SALLY ROBERTS

ALBANY, N.Y.-While many in the
insurance industry may be relieved
to see Eliot Spitzer moving out of
the attorney general's office and
into the governors' office in New
York, the industry could be subject-
ed to more scrutiny as his successor
willlikely at least finish the job that
Mr. Spitzer started, sources say.

When he takes office in January,
Attorney General-elect Andrew
Cuomo likely will take on any
pending cases or major initiatives
started by Mr. Spitzer, sources say.

Whether Mr. Cuomo draws a dif-

ferent conclusion from those initia-

tives, however, and whether his

office will continue to target the
insurance industry for further inves-
tigations, remains unknown.

Mr. Cuomo, the former Secretary
of Housing and Urban Develop-
ment under President Bill Clinton,
will seek to differentiate himself

from Mr. Spitzer, who gained
nationwide attention for taking on
alleged abuses in the insurance
industry and various other sectors,
including the mutual fund and
music industries, sources say.

In addition, it is unknown how

many, if any, of the staff attorneys
in the investor protection bureau
working on the industry investiga-
tions will stay under the new leader-
ship and what impact that will have
on pending investigations.

Mr. Cuomo has privately indicat-
ed to fellow Democrat Mr. Spitzer
that he likes the direction the office

is going in and will not seek any
major changes, a source close to Mr.
Spitzer's office said last week.

See SPITZER page 21
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SPLASH NEWS

Andrew Cuomo, the next

attorney general of

NewYork, is expected to
finish much of the work

started by his predecessor,
Eliot Spitzer, who earlier
this month was elected

governor.
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MUTUAL OIL INSURANCE LTD.

LEAKING MEMBERS AS NINE

ENERGY FIRMS EXIT / PAGE 4

AVERAGE HEALTH CARE COST INCREASES
Increase in per employee health care plan costs by region for employers with
at least 500 employees MIDWEST +3.6

NORTHEAST +7.8
2006 $8,039

2006 $8,351
2005 $7,757

2005 $7,744
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Health cost increases

hold steady-for now
Consumerism helps
keep avemge hike at
6.1%, Mercer finds

By JOANNE WOJCIK

By stressing consumerism and
heath care management, U.S. em-
ployers have successfully managed
to keep the rate of increase in group
health plan costs steady in the past
two years.

In 2006, group health care plan
costs increased 6.1% to an average
of $7,523 per employee, up from
$7,089 in 2005, according to a sur-

vey of nearly 3,000 employers by
Mercer Health & Benefits L.L.C. in

New York.

That 6.1% increase for 2006-

identical to the rise in 2005-fol-

lows years of much steeper cost
hikes. Health care costs jumped an
average of 14.7% in 2002, 10.1% in
2003 and 7.5% in 2004.

However, if past performance is
any indicator of future trends, it is
unlikely the lull will be sustained
for yet another year, warns Blaine
Bos, a Mercer worldwide partner in
Minneapolis.

"This suggests a tapering off of

See MERCER page 20

New York City objects
to health plan merger
Files suit to block

HIP-GHI deal,

citing monopoly
By GLORIA GONZALEZ

NEW YORK-The city of New York
will continue to fight the union of
not-for-profit health plans Group
Health Inc. and HIP Health Plan of

New York despite a federal judge's
refusal last week to issue a tempo-
rary restraining order blocking the
deal.

Officials for the city, which
would be the combined entity's
largest customer, filed an antitrust
suit last week in the U.S. District

Court for the Southern District of

New York alleging that, with con-
trol of 93% of the city's municipal
health care market, the deal would

create a monopoly, resulting in sub-
stantially higher premiums for the
city.

Each percentage point increase in
the insurance premiums charged by
HIP and GHI would cost the dty an

See LAWSUIT page 18
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How can you identify the true
cost of investing overseas?

Ask Aon.

'Without 6 comprehensive analysis of
]international regions and their political,
economic.and investment risks, your overseas
business venture may eventually cost far more
than you envisioned. Hidden costs may stem
from supply chain risks, unforeseen financial

instability or changes in policies toward foreign
investors. Explore those costs thoroughly
before making investments that can place your
shareholders at risk. Visit www. aon.com/ask
to learn more.

Download our full perspective
at www.aon,com/ask
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Nominate risk managers
for 8/'s annual awards
Business inst#ance's Risk

Manager of the YearM award
and the Risk Management Honor
Roll™ recognize the achieve-
ments of risk managers in
various industry sectors.
Nomination forms are available

at www.Businessinsurance.com/

RMOY. The nomination deadline

is Dec. 15.
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Hard to Swallow: Why Rx
benefit costs are so high
Join Rhonda Grabow, Vp-

Strategic Planning, Innoviant,
Wausau, Wis., and a panel of
other prescription drug benefits
experts at 11 a.m. EST Dec. 12 as

f- - they discussstrategies to
reduce this

fastest-

growing com-
ponent of

--

health care

costs. Register for "Hard to
Swallow: Why Prescription
Benefit Costs Are So High," a
free Business /nsurance Online

Executive Forum™, at www.

Businesslnsurance.com/

webinars.
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Gain insights from
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Business insurance has inter-
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ance industry leaders about their
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are now available in one spot
where readers can see the

interviews in their entirety. Go to
www.Busineisinsurance.corn/
QandA.
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BP plant blast spurs sweeping safety changes
Federal agency says
jirm's <risk blindness'
played role in accident

By MICHAEL BRADFORD

TEXAS CITY, Texas-BP Products

North America Inc. is making
sweeping changes to its safety pro-
cesses in the wake of a deadly explo-
sion last year that prompted a
heavy fine from one federal agency
and findings by another that the oil
company's "risk blindness" con-
tributed to the accident.

The company has created new
health and safety positions and has
established standards for work pro-
cesses at its U.S. locations as a result

of the accident, among many other
changes. BP says it will spend more
than $1 billion over the next

five years to make sure its opera-

Sen. Chris Dodd,

D-Conn., has pledged

to take up the terror

backstop issue.

tions are safer.

BP admitted several weeks after

the accident that mistakes by its
workers were responsible for the
March 23,2005, blast that killed 15

workers and injured more than 170
people. The Texas City, Texas, unit
of London-based BP P.L.C. said in a

report that the explosion occurred
because managers and operators
overfilled a distillation tower and its

attached blowdown drum with

combustible fluids at a unit that

produces components of unleaded
gasoline. A vapor cloud at the unit
ignited, causing the blast.

The oil giant faces scores of
daims related to the explosion. It
recently settled for an undisclosed
total with a woman whose parents
were killed in the accident (see sto-
ry, page 19).

The settlement, which came just

See BLAST page 19
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Terror cover backstop
a high priority: Dodd
Incomingpanel chair
expresses support for
permanent solution

By MARK A. HOFMANN

WASHINGTON-Extension of the

federal backstop for terrorism cover-
age is a key priority for the next
Congress, according to lawmakers
from both houses.

Last week, the incoming chair-
man of the Senate Banking, Hous-
ing and Urban Affairs Committee
said he would like to deal with the

future of the federal terrorism insur-

ance backstop sooner rather than
later.

"We'd like to get something done
early," said Sen. Christopher Dodd,
D-Conn., at a Capitol news confer-
ence last week. The current pro-
gram, which is a scaled-back version
of the Terrorism Risk Insurance Act

of 2002, is slated to expire on Dec.
31, 2007.

Sen. Dodd, who will succeed Sen.

Richard Shelby, R-Ala., as chairman
of the committee in the new

Congress, said he does not want
merely to extend some version of
the program for a limited amount
of time.

"My hope would be to get some-
thing done on a permanent basis,"
he said. He noted, however, that

there are "philosophical differ-
ences" with "the other part of
town," a reference to the Bush
administration.

The administration, which vigor-
ously supported the initial TRIA bill,
succeeded in scaling back the pro-
gram's scope as a condition for its
extension in December 2005.

Meanwhile, the House Financial

Services Committee expects to take
up the backstop extension-and at
least two other major insurance
issues-after it convenes under new

leadership in January, according to
a key member of the committee.

Rep. Dennis Moore, D-Kan., said
that, in addition to addressing the
backstop issue, the committee
would consider the possibility of
allowing insurers to seek federal
rather than state charters as well as

See TRIA page 22
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BP Products North America Inc. said it will replace so-called blowdown drums
at all its U.S. reflneries by 2008, even though BP blames human error for a
deadly March 2005 blast at its Texas City, Texas, facility.

Bermuda liquidators
say reinsurer Hatteras
appears to be insolvent
Stock used as startup
capital takesjounder,
regulators to court

By DOUGLAS McLEOD

controlled Hatteras.

Meanwhile, the liquidators won a
court order last week temporarily
barring Mr. Meadows from selling
shares of The Nottingham Co., a
Rocky Mount mutual fund adminis-
trator he founded in 1988. Unaudit-

ed Hatteras financial statements for

2004 and 2005 report that Mr.
Meadows contributed 70,000 Not-

tingham shares valued at more than
$13 million as the reinsurer's initial

capital.

Hatteras trust funds available to captive policyholders,
in millions of dollars

NEW YORK-Five months after tak-

ing over Hatteras Reinsurance Co.
Ltd., the Bermuda liquidators of the
workers compensation reinsurer are
still not sure how deep a financial
hole Hatteras is in,

court filings last
week show.

While Hatteras' FUNDS AVAILABLE

records and the

reinsurer's former

managers suggest

that the company's
Parent

net worth amounts
Aramark Corp.

to $157.5 million,
the liquidators InterContinental Hotels

have preliminarily
projected that it Electronic Data Systems

may actually be
insolvent by $6.9

Source: Court filings

million and possi-
bly much more, according to a draft
financial statement filed in U.S.

Bankruptcy Court in New York.
The liquidators assume in the fil-

ing that Hatteras' principal asset-a
$152 million investment in a

Delaware entity, Pamlico Enhanced
Cash Trust-is worthless. The filing
also assumes no recovery on sever-
al other potential Hatteras assets,
including a $5 million corporate jet
allegedly bought with the reinsur-
er's funds and a $5.25 million

investment in the redevelopment
of a Rocky Mount, N.C., cotton
mill. Both the aircraft and the cot-

ton mill property were bought by
companies controlled by Frank P.
Meadows III, a Rocky Mount busi-
nessman who also founded and

Amount

$151.8

4.0

2.6

Captive

Actis Assurance

Segregated Portfolio

SCH Insurance

High Tech Services

Mr. Meadows now asserts,

though, that the stock never was
actually transferred to Hatteras and
that the reinsurer has no ownership
interest, confirmed Mr. Meadows'

lawyer, Peter Anderson with Suther-
land, Asbill & Brennan in Atlanta.

A bankruptcy judge scheduled a
Nov. 21 hearing on the stock dis-
pute.

Mr. Meadows could not be

reached for comment. Questioned

about Hatteras operations in an
August deposition by lawyers for
the liquidators, Mr. Meadows
invoked his Fifth Amendment right
against self-incrimination, accord-
ing to the liquidators' court filings.

See HATTERAS page 20
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PBGC financial position improves
as deficit drops to $181 billion
Airline funding relief
in pension reform law
cuts some liabilities

By MATT SCROGGINS

WASHINGTON-The Pension Benefit

Guaranty Corp. reported an
improvement in its financial posi-
tion for its 2006 fiscal year, with the
agency's deficit narrowing to $18.1
billion from $22.8 billion a year
ago.

Much of the $4.7 billion

improvement at the PBGC's insur-
ance program for single-employer
pension plans stemmed from airline
industry pension funding relief in
the recently enacted Pension Pro-
tection Act, which resulted in "a
sharp reduction in the amount of
'probable' liabilities reflected on the
agency's balance sheet," the PBGC
said in a statement.

That law, which President Bush

signed in August, gives commercial
airlines whose plans are severely
underfunded more time to fund

their plans, making it less likely that
the airlines will terminate their

plans and shift the liabilities to

PBGC'S NET POSITION

Net position for single employer programs, in billions of dollars

$9.70
$7.04 F-7 $7.73

$5 01

MI Il 2002
1997 1998 1999 2000 2001 | f

$3.64

Source: PBGC

the PBGC.

As of Sept. 30, the agency report-
ed assets of $60 billion and liabili-

ties of $78.1 billion. In addition, the

PBGC noted that its potential expo-
sure to losses from pension plans
sponsored by financially weak
employers decreased to $73 billion
from $108 billion in 2005.

In its statement, the PBGC

attributed that improvement in part
to higher interest rates, better credit

2003

$11.24

2004 2005 2006

$18.14

$23.31 $22.78

ratings and improved plan funding
at some employers.

"The PBGC's financial condition

appears to have stabilized for the
time being," PBGC Interim Director
Vince Snowbarger said in the state-
ment

"Our current assets can cover

pension payments coming due for a
number of years into the future,
and our exposure to additional loss-
es has declined," he said.

Cedents reinsurers at odds on rates
Sides dispute impaa
of capital pressures,
light catastrophe year

By JUDY GREENWALD

SEATTLE-Reinsurers and primary
insurers are engaged in a low-key
tug of war over property catastro-
phe rates for the January renewals.

Reinsurers are pushing for rate
increases equal to the hikes intro-
duced at midyear, citing capital
pressures created by rating agency
demands and catastrophe models.

Cedents, for their part, point to a
highly profitable year for reinsurers
marked by relatively few catastro-
phe losses as justification to keep
property cat rate increases down.

At the same time, there is general
agreement that although capacity
has increased during the past sever-
al months, supply is still inadequate
to meet the market's needs.

The final outcome, say observers,
is likely to be somewhere in the mid-
dle, wit:h rate increases somewhat

less than those instituted in July.
People are "trying to figure out

where's the happy medium in terms
of where pricing settles," said Tim
Gardner, managing director and
leader of the global property special-
ty practice for Guy Carpenter & Co.
Inc. in New York.

Meanwhile, property lines in
areas not prone to catastrophes, as
well as casualty lines, continue to
soften, perhaps influenced in part

I by property
1- catastrophe

reinsurers'

efforts to

, diversify in
. · response to

rating agency
pressures, say

1 3 observers.
The mar-

ket, however,
continues to

remain disci-

plined,
observers say
(see story,

page 14).
Mean-

MORE PCI
while, the

COVERAGE:
retroces-

Market maintains
sional mar-

disciplined
approach. Page 14.

ket remains

significantly
diminished,

although hedge funds and other
private equity sources are expected
to continue to help fill the capacity
gap through the use of sidecars,
industry loss warranties and catas-
trophe bonds.

Most observers say they expect
the January renewals to be complet-
ed on time.

These were among the topics
under discussion by participants at
the Property Casualty Insurers Assn.
of America's annual meeting in
Seattle earlier this month. Reinsur-

ers, insurers and intermediaries use

the occasion to begin negotiating
January renewals.

"It's been a fairly easy confer-

ence," said Mr. Gardner. "There
aren't a lot of issues," unlike past
conferences where terrorism and

catastrophes dominated discussions.
"This convention has been fairly

smooth and orderly, with meaning-
ful discussions on clients' experience
and exposures," said William H. Eyre
Jr., managing director and chief
executive officer of Philadelphia-
based Towers Perrin Reinsurance.

"Property catastrophe is still the
overwhelming topic, and reinsurers
are seeking to find out what
changes took place for the cedents
with the new modeling updates,"
and want to see if there are any fur-
ther developments from last year's
catastrophes, said Mr. Eyre.

Increases likely to vary

Meanwhile, "brokers are still try-
ing to talk down the rate hikes"
while reinsurers are "talking it up,"
Mr. Eyre said. The increase cedents
face "depends on the model
changes to their exposures and their
experience."

Initially, there was talk about
price increases at January renewals
being about the same as those intro-
duced midyear, but now, "I don't
think that will happen," said Paddy
Jago, New York-based CEO of Willis
Re Inc., the reinsurance unit of

Willis Group Holdings Ltd. "I think
the reinsurers are trying to talk it
up, but I think that there are a fair
proportion of insurers" who are
pointing to a benign hurricane sea-

See PCI page 12

Nine OIL members elect

to leave energy mutual
Exiting firms represent
12% of insured assets

By RUPAL PAREKH

HAMILTON, Bermuds-Twelve per-
cent of Oil Insurance Ltd.'s share-

holder members are withdrawing
from the energy industry mutual
effective Jan. 1, 2007, the company
announced.

Hamilton, Bermuda-based OIL
said in a statement that nine share-

holder members have elected to

leave and not renew their policies.
Collectively, the nine exiting share-
holders had gross assets represent-
ing around 12% of the weighted
gross assets insured by OIL immedi-
ately prior to their withdrawal,
according to OIL.

OIL-one of three mutual insur-

ance firms that, along with Oil
Casualty Insurance Ltd. and sEner-
gy Insurance Ltd., are collectively
known as the OIL Group of Cos.-
previously had 83 members.

New York-based Standard &

Poor's earlier this month affirmed

its A- financial strength rating for
OIL but revised its outlook for the

company to negative from stable.
George F. Hutchings, OIL's senior

vp and chief operating officer,
declined to say which OIL share-
holder members are leaving. He did
note, however, that at least two of
the outgoing member companies
are also shareholders of sEnergy, the

catastrophe business interruption
and excess property damage insurer
that in April announced a wind-up
of its operations.

The 14 current shareholder mem-

bers of sEnergy are: BHP Billiton
Petroleum (Americas) Inc., CITGO

Petroleum Corp-, ConocoPhillips,
Duke Energy, Koch Industries Inc.,
Lyondell Chemical Co., Tesoro
Petroleum Corp., Suncor Energy
Inc., Nova Chemicals Corp., Petro-
Canada, Borealis A/S, OMV

Aktiengesellschaft, Statoil ASA and
Sasol Ltd.

Mr. Hutchings said that the out-
going OIL members are diverse in
their risk profiles and in their rea-
sons for leaving. "They all had their
different reasons why they
left...there was no commonality
across the board," he said. "The

people that did withdraw represent
virtually all of the business sectors"
where OIL does business, including
offshore energy, onshore energy,
mining and pipelines.

Shareholder members had to

inform OIL of their intent to renew

policies by Oct. 31.
Compared with the nine share-

holders who plan to leave at the
end of this year, "in the past, in any
given year, there have been two to
four" members who have departed
from the structure at the end of a

policy year, said Mr. Hutchings.
In the statement, OIL said it does

not believe the change "has had or
will have a material adverse effect

on our company."

Privacy claims can arise
even when data not lost
Broad approach
to protecting info
helps curbproblems

By DAVE LENCKUS

CHICAGO-Without a solid policy
on protecting customers' and
employees' private information,
companies expose themselves to
numerous professional liability risks
that could result in legal battles
on several fronts, according to
insurance and risk management
experts.

"Privacy and how you handle

information create risk and liability
for companies that have nothing to
do with dot-coms and Internet sites;

this is not an Internet issue," said

Robert A. Parisi Jr, a senior vp with
FINPRO, Marsh Inc.'s financial and

professional liability practice in
New York.

"This is relevant to any company
that has a computer network or
retains information on customers

and employees," Mr. Parisi said dur-
ing an educational session at the
Professional Liability Underwriting
Society's international conference
in Chicago. PLUS held its 19th

See PRIVACY page 10
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THE XL INSURANCE COMPANIES are

chosen by the world's leading firms not

only for the strength of our capital and the

depth of our experience, but also for the

quality and variety of our products:

PROPERTY

Global All Risk Property Damage

& Business Interruption I Energy &

Construction All Risk I Fine Art I

Cash In Transit

CASUALTY

Primary Liability I Global Public

& Products Liability I Automobile

Liability I Umbrella & Excess Liability

PROFESSIONAL

Directors & Officers I Employment

Practices Liability I Errors & Omissions

SPECIALTY

Aviation & Space I Environmental

Liability I Equine I Marine & Marine

Cargo I Programs

Ultimately, it is the dedication of our

people creating tailored solutions and

services to meet your individual insurance

requirements. If you expect more, visit:

www.xlinsurance.com or call us toll-free:

800-609-2518.

The XL Insurance companies have

one or more of the following ratings:

A+ by A.M. Best

A+ by Standard & Poor's

Aa3 by Moody's

INSURANCE
FUNDAMENTAL STRENGTH - CAPITAL AND PEOPLE

'AL in:ufance" it a Fgistered t-ackmark of.XL Capital Ltd. X. insurance is :he global brand used by member insurers of the XL Capdal Ltd group of co-npa:71€s. {n the US, the XL Insurance companies are: Greenwich Insurance Company, Indian

harbo- Instrance Ccrrnany XL {naurance America, inc., XL Insurance Company of New trk Inc., XL Select Insurance Company, and XL Sfecialty Insuance Company.
Not al. of ihe ins irers .isted above 30 bisiness in all jurisdicfons, nor is coverage availab'e in all jurisdictions. Ratings accurate as of OctobEr 24,2006.
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Court sides with excess insurers

in cleanup cost allocation dispute
By SALLY ROBERTS

NEW YORK-Improper jury instruc-
tion on the definition of property
damage in a pollution liability cow
erage case led a district court to allo-
catz cleanup costs over too few pol-
icy years, an appellate court has
ruled.

As a result, the case involving
cleanup costs for environmental
contamination at four sites near

Niagara Falls, N.Y., owned by Clay-
tor., Mo.-based Olin Corp., has been
remanded to district court.

Applying the federal Comprehen-
sive Environmental Response,
Ccmpensation, and Liability Act,
the New York State Department of
Environmental Conservation

ordered Olin to clean up the sites in
the early 19805.

Olin sought indemnification
frcm various insurers, including cer-
tain underwriters at Uoyd's of Lon-
don and London-market compa-
nies, which issued occurrence-based

INSURANCE

OVERLOAD

STAFFING-

excess liability policies to Olin
between 1550 and 1970.

Although the parties agreed that
the liability would be allocated over
the years in which the pelluting
acts actually occurred, they dis-
agreed abcut the time period in
which the damage took place,
according to court reccrds.

The pollution included air and
grozindwater contamination creat-
ed by bypoducts of the manufac-
ture of chlorine and pesticides.

The district court agreed with
Olin's position that the deanuF
costs would have been the same

regardless of ongoing pollution
activity, and instructed the jury not
to include ongoing groundware
contamination in its definition ot

property damage.
In determining when the prop-

erty damage occurred and when
full remediation became necessary,
the jury determined that the prop-
erty damage at Olin's four sites
ended when full remediation plans

Need

INSURANCEOVERLOA

were required to address the pollu-
tion.

The district court then a_located

the costs of remediation equally
over those years.

The Lloyd's underwriters and the
London companies appealed the
decision, arguing that the allocation
method was based on an incorrect

understanding of property damage,
which they contended continued to
occur at each site for several more

years until remediation began. As
such, the allocation of liability was
spread over too few years, they
ariued

The 2nd Circuit U.S. Court of

Appeals earlier this month agreed
and remanded the case to the U.S.

District Court for the Southern Dis-

trict of New York for reconsidera-
tien.

Olin Corp. vs. Certain Underwriters at
lloyd's of London and London Market
Insurance Companies; 2* U.S. Court of
Appeals; No. 05-5123-cv.

Commentary

Chairman OfStarr
enters paper chase
Reports last week that Maurice R.
Greenberg is interested in invest-
ing in media companies has
made some wonder about his

intentions (see story, page 23).
Some suggest the former

American International Group
Inc. chairman wants to control

major media so he can get more
favorable coverage. Others say
he's looking to place a big bet
with the assets he controls.

The target reported recently is
Tribune Co., whose headquar-
ters are just up the street from
Business Insurance's Chicago
office. That the Trib is attracting
bidders is not surprising. It has
been battling dropping newspa-
per circulation, as almost all
papers have, and its revenues
from publishing and broadcast-
ing have been declining.

If Mr. Greenberg wants to
acquire Tribune Co., he isn't
alone. Gannett Co. Inc., the
nation's largest newspaper
chain, also is reportedly a bidder.
Billionaire Eli Broad, who found-
ed the SunAmerica financial ser-

vices business that AIG

bought, is said to be
interested as well.

Personally, I doubt Mr.
Greenberg is motivated
by any desire to control
editorial coverage. While
he has criticized media

for appearing to give
New York Gov.-elect

Eliot Spitzer a pulpit, there isn't
a newspaper in this country that
would refuse to print Mr. Green-
berg's side of the story.

So what is his motivation? My
guess is opportunity. He knows
how to succeed and has a limit-

less appetite for it. His accom-
plishments in turning AIG into
the world's largest insurance
organization were remarkable,
and even at 81, he is continuing
to build an insurance business

through C.V. Starr & Co. Ltd.
Starr International Co. Ltd., a

separate company he chairs and
that owns AIG shares worth

more than $20 billion, is now an
investment vehicle.

When I spoke with Mr. Green-
berg earlier this year, he said
SICO intended to invest around

the world in a variety of sectors.
"There's tremendous change
going on in the world. Major
companies are spinning off divi-
sions. In some countries, the
need for environmental

improvement is critical, and the
new technologies to deal with
that we're very much immersed
in some of that. Health care in

many parts of the world is in
critical need of improvement.
We're looking at some of that.
We're looking at a mountain of
opportunities, in many coun-
tries where we have relation-

ships going back many years,"

MY*

REGIS
COCCIA

Editor Regis Cocda's commentary
appears periodically.
He can be reached at

rcocda@businessinsumnce.com

Mr. Greenberg said.
Investing in media could fit.

To take advantage of emerging
markets, businesses and con-
sumers need information. News-

papers, for all their circulation
woes, are still profitable, and
broadcasters are finding new

Maurice R. Greenberg may see
a good investment opportunity
in owning a media company.

ways to reach people around the
world. Whether he buys Tribune
Co. or another media power-
house, expect results.

>

Never events

On the subject of results, med-
ical errors are outcomes to avoid.

The Leapfrog Group, an employ-
er organization focused on
improving health care quality,
last week unveiled a policy for
"never events"--errors so egre-
gious they shouldn't ever occur.

Leapfrog's policy calls for hos-
pitals to apologize to patients
and/or families affected by the
event, report the event, analyze
the cause and waive costs related

to the "never event." Although
rare, the National Quality Forum
has created a list of 28 such

events. They include: artificial
insemination with the wrong
donor sperrn or donor egg, unin-
tended retention of a foreign
object in a patient after surgery
or another procedure, surgery
performed on the wrong patient
and patient death or serious dis-
ability associated with a medica-
tion error.

We can only hope that health
care providers take to heart the
nature of their work and strive to

prevent such events. "First, do
no harm" is not in the Hippo-
cratic oath that physicians take,
but it's a great idea.
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AIMA is now Starr Marine. A new company name, a new logo. The same

knowledge and commitment to ocean marine insurance we have proudly

exhibited for over 60 years.

We offer a full range of ocean marine products customized to our clients

needs; cargo programs, marine liability coverages, hull insurance and tailored

risk management solutions worldwide.

Our experienced and highly regarded team of marine underwriters, claims

professionals and loss control experts has global expertise and local know-how.

Starr Marine is a managing general agency for various member companies

of the Berkshire Hathaway group of insurance companies.
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Why employers should care
about avoiding drug errors

By Dr. Roger W. Anderson

a

Dr. Roger W. Anderson
is senior vp, chief
pharmacist at Medco
Health Solutions Inc.,
based in Dallas.

While medication safety is more likely
to be a priority within the health care
community than in the board room, it
should also be a major concern for
employers.

The Institute of Medicine's report
issued in July, which estimates that pre-
ventable medication errors injure at least
1.5 million Americans annually, brings
into sharp focus the seriousness of this
problem. The costs are not obvious, but
they directly harm employers' bottom
lines through additional hospitalization
costs, increased disability payments and
a drain on productivity in the work-
place.

The report portrays a grim picture of
the state of prescription medication use
in the United States. However, there is

room for optimism. Some managed care
organizations and pharmacy benefit
managers have been using many of the
tactics outlined in the report to reduce
prescription drug errors. These solutions
need broader adoption to fully address
the problem.

The solution is a matter of simple
communication between all the parties
taking part in providing care. Some of
the recommendations are as basic as

patients sharing lists of the medications,
vitamins and supplements they use
with their health care providers. Other
solutions are technologically driven
to ensure accurate communication

between doctors and pharmacists,
including having all prescriptions trans-
mitted electronically by 2010 to avoid
handwriting and transcribing errors. The
Centers for Medicare and Medicaid Ser-

vices estimates that use of e-prescribing
could eliminate as many as 2 million
harmful drug events nationally each
year.

Information technology will play a
huge role in making the leap to improv-
ing medication safety. Electronic patient
records and integrated data networks
that connect medical, pharmacy and
diagnostic lab data are a major step
toward preventing medical errors over-
all, as well as prescription drug errors.

However, these records need to be

designed to alert doctors and pharma-
cists about potential conflicts in care.
These conflicts come from drug-to-drug
interactions, drug/disease interactions,
errors of omission (failing to provide an
essential treatment) or duplicative treat-
ments, for example. Also, many e-pre-
scribing programs have features that
conduct drug reviews that check a

patient's history and current medica-
tions and will alert pharmacists if there
is a problem. For example, an electronic
prescribing initiative in the Detroit area
has resulted in 98,000 prescription
changes due to drug interaction alerts
since the program started in February
2005.

These solutions are in place, but slash-
ing 1.5 million medication errors per
year will require broader implementa-
tion of them.

The Institute of Medicine's report
encourages health care suppliers to
become "high reliability organizations
preoccupied with improving medication
safety." Businesses should ask their
health care providers questions about
programs to improve medication safety
when shopping for health plans or
determining what providers should be
in their network.

While that might seem off the track
from the core issues of price and cover-
age, medication errors skew overall
costs. The report noted that each adverse
drug event in a hospital added about
$8,750 to the cost of a hospital stay,
leading to about $3.5 billion in avoid-
able costs nationwide-a figure that the
institute admits is extremely conserva-
tive, with real costs likely much higher.

This does not even account for addi-

tional costs to the employee and
employer. Employers have to contend
with hiring temporary help or making
do with a smaller staff while an employ-
ee convalesces, as well as medical, dis-

ability and potential rehabilitation costs.
Addressing the problem of medication

errors is one tactic toward chipping
away at preventable health care costs.
According to the Kaiser Family Founda-
tion, health care coverage costs for a
family of four is approaching $11,000
annually.

There needs to be an equal commit-
ment on the part of business to improve
health care quality on behalf of employ-
ees. A heightened awareness of medical
errors will force employers to become
more selective about their health care

providers.
It will also drive employers and health

plans to educate employees about this
and also make them more demanding
about the care they receive. This issue is
too important for passivity.

Each day spent in the hospital expos-
es the patient to one medication error
per day. Those odds are too serious for
patients and employers to remain pas-
sive and the costs of poor quality in this
realm are too significant.

Privacy: Claims can arise

even when data is not lost
CONTINUED FROM PAGE 4

annual conference Nov. 8-10.

Customers are not the only par-
ties who are suing companies that
fail to protect sensitive data, said
David J. Navetta, a managing mem-
ber of consultant InfoSecCompli-
ance L.L.C. of Denver. He noted

that a bank that had issued credit

cards to a group of customers whose
card information was compromised
by a vendor's inadequate security
system sued the vendor for the cost
of issuing new cards to the group.

In addition, the Federal Trade

Commission has sued companies
under deceptive and unfair trade
practices regulations for not provid-
ing privacy notices and for imple-
menting security systems that the
agency did not consider reasonable,
said Mr. Navetta and Mike Dono-

van, global product leader fer tech-
nology and miscellaneous profes-
sional liability insurance with Beaz-
ley Group P.L.C. in San Francisco.

"So, a company can get hurt by
the government, its customers and
its partners," Mr. Navetta said.

But privacy rules and regulations
do not clearly stake out privacy pol-
icy guideposts for companies, One
of the biggest issues in this area is
that rules and regulations demand
that companies provide-without
elaboration-reasonable informa-

tion security. Referring t 3 that
requirement, Mr. Navetta said, "The
problem is, what does this mean?"

"No statute is ever going to tell you
how often you have to change the
password on your computer system"
to guard against security breaches:
Mr. Donovan said.

Yet, companies must comply
with a variety of federal and state
laws that cover medical, financial,
school and criminal information,

the panelists said.
Indeed, companies will face only

an increasing number of rules and
regulations on data privacy, the
panelists said. For example, the
European Union has some complex
privacy rules, Canada's statutes are
stricter than those in the United

States and Japan has enacted strict
rules, Mr. Donovan said.

In addition, about three dozen

states have enacted laws requiring
companies to notify customers and
employees when their private infor-
mation has been compromised, and
more are expected to pass similar
requirements, the panelists said.

"You have to worry about all of
these laws," Mr. Navetta said. The

rules vary by jurisdiction, "which
makes compliance complex "

To safeguard sensitive informa-
tion, companies must understand

the variety of ways that the infor-
mation can be compromised, the
panelists said. Company insiders, as
well as outsiders, can steal sensitive

information contained in paper
files, online and offline sources, and

laptops, noted Thomas Srail, a vp
with the Executive Risks unit of

Willis of Ohio Inc. in Cleveland.

Companies also can trigger
breach-of-privacy lawsuits even if
the sensitive information they retain
is not stolen, the panelists said.

For example, companies involved
in mergers are at risk of being sued for
misrepresenting their privacy polides
if they change their poldes after the
merger, Mr. Donovan warned.

Mr. Navetta agreed. "Once you
represent that you are doing some-
thing a certain way and you don't,
you have FrC issues" concerning
deceptive trade practices, he said.

Panelists also noted how efforts to

find the source of boardroom leaks

of confidential information at

Hewlett-Packard Co. led to criminal

indictments of former Chairman

Patricia Dunn, among others, after
board members' private information
was compromised (BI, Sept. 18).

Mr. Donovan noted that HP had

been recognized for its privacy poli-
cy before then. "That's a great
example of how privazy issues can
arise in circumstances that are very
difficult to predict," he said. The les-
son to be learned is that "compa-
nies can get into trouble in an
unlimited number of ways" by mis-
handling sensitive data.

Developing a privacy policy is
not a simple task, and it is a major
investment, Mr. Donovan said. But

it is good corporate governance,
and developing a policy entities a
company to apply for insurance
that covers privacy-related dam-
ages, he said.

A good starting point is an Inter-
net search, which should provide
an abundance of material on how

to draft a privacy policy, Mr. Dono-
van said.

A good privacy policy should
explain, among other things, cus-
tomer and employee choices on
how their information will be used

and shared with other parties, how
to correct information and how to

contact the company if information
has been handled inappropriately,
Mr. Donovan said.

Many companies de-v-elop one pol-
icy for its online customers and
another for its employees, he noted.
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No matter who's in charge, regulatory reform is needed
By DAVE LENCKUS

CHICAGO-The shift in power in
Washington likely will not trigger
any efforts to shift insurance regula-
tion out of the hands of state offi-

cials, according to a panel of insur-
ance experts.

But insurance and brokerage
executives and a state insurance

director agreed that regulatory
reform is needed-no matter who

oversees the industry-to create
more uniform regulations.

The panelists offered their opin-
ions on what impact the Nov. 7
elections would and should have on

the direction of insurance regula-
tion during a panel discussion at
the Professional Liability Under-
writing Society's international con-
ference in Chicago. PLUS held its
19th annual conference Nov. 8-10.

Democrats, who take control of

both houses of Congress in January,
may favor centralized regulation of
the insurance industry, but they
likely will not push for federal over-
sight of the industry, said Leib
Dodell, president and chief execu-
tive officer of Media/Professional

Insurance, a Kansas City, Mo.-based
underwriting and claims manager.

Mr. Dodell said that while work-

ing in the administrations of
George H.W. Bush and Bill Clinton,
he found that the "agenda of the
federal government doesn't change
that much."

Rather than a shift in power from
one political party to another, the
event that might drive regulation
from the states to a federal agency is
"the next catastrophe," regardless of
whether it is a natural disaster or a

terrorist act, Mr. Dodell said.

But uniformity of regulation is
important, he said during a follow-
up comment to a remark by Illinois
Insurance Director Michael T.

McRaith. After Mr. McRaith noted

that officials from China have

sought advice from the National
Assn. of Insurance Commissioners

on establishing a regulatory system,
Mr. Dodell noted that the Chinese

PLUS CONFAB DRAWS 2,100
CHICAGO-About 2,100 attendees

participated in general and educa-
tional sessions at the 19th annual

international conference hosted

by the Professional Liability
Underwriting Society in Chicago
Nov. 8-10.

Among the keynote speakers was
John Hueston, the special prosecu-

tor who succeeded in winning jury
convictions of several executives

involved in the Enron Corp. melt-
down. Mr. Hueston outlined the hur-

dies that prosecutors successfully

leaped to obtain the convictions as
well as where they were tripped up.

The 20th annual PLUS confer-

ence is scheduled Nov. 7-9,2007,
at the Marriott Wardman Park

Hotel in Washington.
Conference information is avail-

able from Diane Dukes; Kim Hol-

land can provide information on
PLUS. Both can be reached at 800-

845-9778. Information also can be

found at www.plusweb. org.
-By Dave Lenckus

officials sought advice from a single
regulatory group and not from indi-
vidual states.

Mr. Dodell also complained that
the current system of state regula-
tion is cumbersome and expensive
for insurers, "which makes it diffi-
cult for us to get products out to the
marketplace on an admitted basis."

But Mr. McRaith said state regula-
hon, unlike federal chartering, takes
into account the local and regional
differences of the nation's insur-

ance market. "The benefit of state

regulation is no more dear than in
solvency regulation," said Mr.
McRaith, noting that "more compa-

./

nies are being formed now than at
any point in our history."

Mr. McRaith acknowledged,
however, that "states can do better"

to standardize regulation through
an interstate compact.

Through the efforts of the NAIC,
more than half of the states are par-
ticipating in an interstate commis-
sion that gives them the ability to
use their expertise collectively to
develop uniform national standards
for life insurance, annuities, disabil-

ity income and long-term care
insurance products.

Mr. McRaith also agreed that sur-
plus lines regulatory reform is need-

ed so wholesalers can place multi-
state risks with nonadmitted insur-

ers without running afoul of regula-
tions in one or more states.

But the need for greater uniformi-
ty in regulation does not suggest
that federal regulation would be
better than state regulation, Mr.
McRaith said.

Noting that the Illinois Depart-
ment of Insurance receives 15,000

consumer complaints and com-
ments annually, Mr. McRaith asked,
"Where do these people go" under a
federally regulated system?

"Do we want to have to go to
another agency run by another Ara-

bian horse breeder?" he asked, refer-

ring to the much-maligned Federal
Emergency Management Agency
and former FEMA Director Michael

Brown. Mr. Brown was the judges
and stewards commissioner for the

now-defunct International Arabian

Horse Assn. for a decade before join-
ing FEMA, which was critidzed for
responding slowly to the crisis in
New Orleans after Hurricane Katrina

struck the city last year. Mr. Brown
resigned from FEMA in the wake of
criticism about the agency's response
and his qualifications.

TV journalist Forrest Sawyer
moderated the panel discussion.

Getting health care right... Together.

Health care is hard. It's hard for everyone: employers, patients,

physicians, hospitals and, at times, even us.

But health care is too important to be this hard.

Together with America's leading employers, Uniprise is working

to make health care work better: improving access, quality,

usability and affordability.

We start with the basics: paying claims correctly the first time,

supporting people as they navigate the complex health care system,

and freeing physicians to practice medicine not process paperwork.

But we can't stop there. Together, we are building new capabilities

that will radically change how health care works - for the better.

We are leading the drive to consumer-directed care and patient

empowerment; integrating financial services and health care

through one integrated ID card, and paying claims in real time.

These are real shifts in how the system works, making it work

better for everyone.

Uniprise is proud to be working with our great partners in

this effort - our employer customers, consumers, physicians

and the consultant community. We are changing the face

of health care ... Together.

Uniprise
 A UnitedHealth Group Company
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son and reinsurers' record profits.
As a result, if cedents are "faced

with extortionate increases" they
may "vote with their feet" and go to
second-loss covers rather than first-

less covers "and do their best not to

buy reinsurance," said Mr. Jago.
They also may seek alternative risk
tiansfer mechanisms, he said.

Property cat rates "will be up over
(Jan. 1,2006), but not as bad as at
midyear '06 renewals," said Patrick
J. Denzer, president and CEO of
k[inneapolis-based John B. Collins
Associates Inc. Rate hikes will be

10% to 20% off of midyear pricing,

PCI: Insurers and reinsurers see January renewals very differently
CONTINUED FROM PAGE 4 "depending on the type of client,"

he said.

Things are more settled now than
they were at midyear, said Bryon
Ehrhart, president and CEO of Aon
Re Services Inc. in Chicago. There is
more capacity, and the market has
had the time now to respond to rat-
ing agency demands and catastro-
phe models. Furthermore, reinsur-
ers have had an "extremely prof-
itable" year, Mr. Ehrhart said.

"The reasons for the price increas-
es have not gone away," though,
said Matthias Weber, senior vp and
head of property underwriting at
Swiss Reinsurance America Corp. in
Annonk, N.Y.

t
This year's weather has

been helped by El Nifio, a
warm current of water that

appears every three to sev-
en years in the eastern
Pacific Ocean. However, its
effect lasts only six to 24
months and once that is

over, "we are back to

where we were in 2005," Mr. Jago
said Mr. Weber.

Michel M. LiOs, head of client
markets at Swiss Reinsurance Co. in

Zurich, Switzerland, said the possi-
bility of late-year winter storms in
Europe remains as well, noting late
December storms that hit Europe in
1999.

Meanwhile, ceding
companies' retention s,
which have increased dra-

matically over the past few
years, "should start 20
come down over the next

renewal cycle" while limfts
"could go highzr," said
Steven M. McElhiney,
president of Dallas-based
EWI Inc., a reinsuran.e

intermediary.
Companies will hold less nzt

exposure because they will be able
to fill up their programs, said Pail
Karon, CEO of Benfield Grot_p
Ltd.'s U.S. division in Minneapots.
Last year, he noted, some compa-

1 ]

Join Business Insurance Editor Regis Coccia on December 12, 2006, along with our expert
panel, for a webinar devoted to exploring Controlling Prescription Drug Benefit Costs.

Prescriptjon drugs have been cited as the fastest-growing
component of health care spending, and employers continue
to struggle with annual increases in health care beneft costs.

Controlling the drug expense component car help employers
continue to provide these Important benefits.

Attend this Online Executive ForumM to learn about whats

driving prescription drug costs and how employers can rein
them in through plan designs and other innovations, Hear
the viewpoints of these expert panelists, and ask questions
during this live event.

Panelists Include:

• Rhonda Grabow. VP Strategic Planning, Innoviant,
Wausau, WI

• Michael Jacobs, Principal, Buck Consultants L..L C.,
An /\CS Company Atlanta

• Lisa Zeite/, Principal, Health & Benefits Consulting
Practice Leader Mercer Health & Benefits LLC., Norwalk

QUESTIONS TO BE ADDRESSED:

• What makes prescription drugs so costlyl
· What strategies for drug benefits should employers

consider now for active employees and retlrees7
· How can employers design their benefit plans to

provide access to appropriate drugs in an affordable
way?

• What should employers be doing to educate
members about drug cost and utilization7

SAVE THE DATE:

Tuesday, December 12, 2006
TIME:

11:00 EST / 10:00 CST / 8:00 PST

Bls Online Executive ForumTM webinars, developed by our editorial staff, are highly informative online
events where noted panelists and respected business leaders come together with Bls editors
to discuss the most pressing issues in this live interactive format. Register now for this free webinar.

nies were able to fill only part of
their programs.

Observers say there is still a
capacity shortage overall in the
reinsurance market, though.
Between increased demand and

decreased retrocessional capacity,
"it could be that the shortfall of

available capacity actually increas-
es" as of Jan. 1, 2007, said James

head of property reinsurance at
Aspen Insurance Ltd. in Bermuda.

Guy Carpenter's biggest clients
are putting together "almost a
patchwork guilt" of reinsurance
coverage supplemented by cat
bonds, private placements and
ILWs, said Mr. Gardner.

Meanwhile, assuming no major
catastrophes, the property cat mar-

2008, he said.

Scarce retro capacity

Retro capacity in particular
remains scarce, say observers. "I cer-
tainly don't see any weakening of
retro pricing," said James H. Veghte,
chief executive officer, reinsurance
general operations, for XL Re, a divi-
sion of XL Capital Ltd., who is
based in Stamford, Conn.

There is "limited to very limited"
capacity available in the retroces-
sional market, said Mr. Denzer.

William J. Adamson, CEO of rein-
surance intermediary Carvill Ameri-
ca Inc. in Chicago, said insurers are
turning to alternatives because the
traditional market has decreased so

significantly.
"There is a retro market," said Mr.

Jago. "Early talk of its death is a lit-
tle premature," although it is a lot
smaller than it was previously. But
because of supply and demand, it is
inevitable that someone will offer it,
he said. The Berkshire Hathaway
Group, for instance, offers retroces-
sional security, "albeit at a price."

Meanwhile, Steven K. Bolland,
president of reinsurance intermedi-
ary Gill & Roeser Inc. in New York,
said he anticipates a late renewal
season. "I think it's going to be late
and it's going to be ugly," he said.

Not only are people waiting until
the hurricane season ends at the

end of this month, they're also
waiting to let someone else be first
in line, Mr. Bolland said.

However, Mr. Eyre said, "I would
say that this will not be as late a
renewal season as the past two
years, since there is a need to access
capacity sooner rather than later."
Before last year's renewals, he said,
people were still awaiting develop-
ments from Hurricanes Wilma and

Katrina, coupled with some uncer-
tainties as to whether the Class of

'05 reinsurers would have their cap-
ital in place by Jan. 1.

"I think most brokers and clients

are working towards getting
renewals done well before Jan. 1,"
Mr. Eyre said.

Last year, there was "such a state
of turmoil" because of changes to
catastrophe models and rating
agency capital requests, said Mr.
Gardner. But, "at this point, it feels
like we're in pretty good shape."
There is not a "big disconnect
between buyers and sellers right
now. I think the expectation is that
it should move pretty smoothly."
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RIS KISEVERYW HERE. NOW NEWS COVERAGE OF IT IS, TOO!

Business Insurance \s North America's leading
publication coveringthe commercial insurance
industry And now, Business /nsumnce Europe
brings B/'s agenda-setting editorial leadership
to a whole new world of readers and allows

advertisers to reach an even more extensive,

influential audience.

One publisher now gives its readership twice
the coverage, and gives advertisers double the
marketing power Take advantage ofthis world
class opportunity. Business /nsurance and
Business /nsumnce Europe bring more than 40
journalists together worldwide giving readers
unrivalled editorial coverage.

TO ADVERTISE IN THESE GLOBAL NEWS LEADERS:

Contact In North America: Ken Luker, Advertising Director, Business Insurance

T: 212-210-0133 ore-mail kluker@Businesslnsurance.com

Contact In Europe: Nick White, Associate Publisher/Advertising Director, Business Insurance Europe,

T.+441883 734785 or e-mail nwhite@BIEurope.com
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Despite softening noncat P/C business, market stays disciplined
For noncat propertv business, there's plenty of capacity " over time, "there's going to be some IPCRe Ltd., which continues to spe-Diversification rates really depend on the particular Some observers say a move shocks along the way," said Ms cialize in wnting property cat rein-

may be factor account, but on average, it will be towards increasing diversification Osborne surance on a worldwide basis

"flat, plus or minus," said Matthias by property catastrophe reinsurers is Even property catastrophe rein- "There are companies that are

in so«#ening market Weber, senior vp and head of leading to more entries into the surers have "lots of room to maneu- going to stick to their knitting," he
underwriting at Swiss Reinsurance casualty market ver" into noncat property business, said
Amenca Corp. in Armonk, N.Y. While it is "tough to quanmy," Mr Bolland said Meanwhile, the casualty remsur-

By JUDY GREENWALD Outside of Florida, the Gulf Coast the dnve towards diversification is "I think the (reinsurer) Class ance market "seems to have stayed
and the Northeast, rein- definttely a contnbuting of'Ol has diversified fairly effective- fairly disciplined" despite the price

SEATTLE-While property catastro- surers are still Mlling to factor in the softening ly both for geographical and for decreases, said James H Veghte,
phe rates are still expected to write property business casualty market, said Brl- product hnes, and the Class of '05 chief executive officer, reinsurance
increase-albeit not as much as including in the Midwest, an M Boomazian, presi- has done that predominantly also general operations, for XL Re, a divi-
they did during the midyear despite the New Madrid - dent and head of remsur- for short-taillines," including prop- sion of XL Capital Ltd., who is

m*Zatormt=: 8:trr&*e;rea1 ance of Rocky Hill, erty, manne and energy, Mr Eyre based in Stamford, Conn
Conn.-based Aspen Re said "The key question is how suc- Patnck J Denzer, president and

for the January renewals, say dent of remsurance inter- Amenca. cessful they will be m diversifying CEO of Minneapolis-based John B.
observers mediary Gill & Roeser Inz Observers say this is in further for products and for geogra- Collms Associates Inc, agreed "I

Some observers say one influenc- m New York response to rating agency phy " think the reinsurance market has

ing factor on the softening market "People tend to get a Ms. Osborne pressure Reinsurers, Michel M. LiBs, who is head of been very disciplined," he said. "We
may be rating agency pressure on little simplistic" and includmg some Bermuda client markets at Swiss Reinsurance don't see the market losing its disci-
property catastrophe reinsurers to neglect factors that hare remsurers, that have wnt- CO m Zunch, said he would prefer pline "
diversify their business, which will not been an issue for a while, said ten mainly catastrophe business, that reinsurers diversify geographi- "I think a healthy dose of conser-
cause them to move into casualty Mr Bolland, adding, "It's always have turned to diversification to sat- cally by writing property cat busi- vatism is what's going to drive peo-
lines, thus increasing competition. earthquake season." isfy rating agencies' capital adequa- ness m Europe, "because the skills ple to be responsible in their under-

But despite the softening, the On the casualty side, there is con- cy ratios and to earn an adequate exist" already, rather than wnting wnting," said Mr Boomazian
reinsurance market remains disci- tinued softening, with rates down return for their shareholders, said casualty lmes where they may have The market will remain disci-

phned, say reinsurers, intermedi- about 5% to 10%, said Steven M Mr. Jago. less expertise. phned "for the foreseeable future,"
aries and others attending the Prop- McEihiney, president of Dallas- Grace Osborne, managing direc- However, Paul Karon, CEO of said Thomas S Upton, managing
erty Casualty Insurers Assn of based reinsurance intermediary tor and practice leader for North Benfield Group Ltd 's U S. division director of S&P's financial services
Amenca's annual meeting in Seattle EWI Inc. American insurance financial ser- m Minneapolis said, "I don't see a ratings, North Amencan insur-
earlier this month. "There's still a fair amount of vices ratings at New York-based lot of people shlftlng their business ance "So many things come into

Aside from the critical catastro- competition on the casualty side," Standard & Poor's Corp said, models " Those who were pnmarily play" beyond six months from
phe areas, "the market's a lot softer said Wdliam H. Eyre Jr., managing 'Diversification in and of itself is property catastrophe wnters remain now, including the possibility of
than people realize," said Paddy director at CEO of Philadelphia- not the answer, but good diversifi- so as do those who are diversified, malor catastrophes or another year
Jago, New York-based chief execu- based Towers Pemn Reinsurance. cation can actually create a more he said with no major natural catastro-

tive officer of Willis Re Inc, the "Reinsurers are keeping a watchful stable earnings stream " There are some exceptions to the phes, which wtll create regulatory
remsurance unit of Wilhs Group eye on rate levels, but pricing If there is only one line of busi- diversification trend, said Mr. Bol- , pressure to lower rates, said Mr
Holdings. should be flat or slightly down, and ness, and profit is unsustainable land, pomting to Bermuda-based Upton
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Risk Mana4er of the Year® & Risk Management Honor Roll®
J r

Nominations for the Risl Manager of the Year. and' Risk Management Honor Roll. are now being accepted
by Business Insurance.

;
f

.1

The Risk Manager of the Year. Award was created in 1977 by Business /nsurance to increase recognition
% \%. of the risk managementprofession and to recognize outstanding performance in the practice of risk

7 management. The Risk Management Honor Roll. was added in 1980 as a way to recognize worthy risk
bEADLINE FOR NOMINATIONS: managers and risk management programs in industries not represented by the annual Risk Manager of

04 December 15,2006
the Year. award winner. 12 j

11

Executives anywhere in the world who are involved in ridk management for a corporation, not-for-profit
For nominating institution or government entity can be tominated.«The nominatons will be judged by a panel

forms and instructions, of executives representing all aspects of risk management and the commercial insurance industry.
call 312-649-5274 11

Honorees are announced and profiled in the annual Risk Manager of the Year. feature issue'published byX. or e-mail:
Business /nsurance which is distributedfat the RIMS annual Conference and Exhibition each spring.

rcoccia@Businesslnsurance.com
Awards will be presented at a special luncheon honoring these risk managers.

or visit
f

1, /

9

Businesslnsurance.com/RMOY Business Insurance*
www.Businesslnsurance.com

/k t,

Risk Minager of the Year. and Risk Manaciement Honor Roll,are-Registered Trademarks of Busioess Insurance and Crain Communications Inc
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Brs Daily News Alert
Every afternoon, Monday through Friday, this e-mail alert provides a digest of headlines of the hot
news of the day, posted in real time on Businesslnsurance.com as news breaks throughout the day.

This Week in Bl
Every Sunday, 8/ provides a preview of headlines and highlights from the coming Monday's issue
including the most important International News, and Commentary from Bl's Editorial Director.

Risk Management News Alert
Every Wednesday and Friday Bl provides a consolidated e-mail of headlines of the hot news items
from the risk, management and risk financing segment of the market.

Benefits Management News Alert      --
Every Wednesday and Friday B/ provides a consolidated e-mail of headlines of the hot news items
from the employee benefits management and health care segment of Vie market.

Industry Focus News Alert
This weekly e-mail provides headlines of industry news for insurance and reinsurance companies,
plus news on the insurance brokerage business, claims administration, legislation and regulation.

Custom News Alert
Bl's Custom News Alert \% a user-defined e-mail delivering breaking news only on the specific topics
or companies by the recipient.

New in ·
2006 Directory Alert

Whenever one of Business Insurance's exclusive online directories of

industry vendors is posted or updated at Businesslnsurance.com/Directories,
Bl's e-mail will alert readers and registered online users.
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Zurich enhances

oroperty policy
SCHAUMBURG, 111.-Zurich North

America has introduced a broader

property insurance policy for
midsize businesses. The new policy
ncludes more than three dozen

additional coverage options.
The offering, called Property

Bortfolio Protection, is an all-risk

policy that has built-in flexibility to
allow coverage to be more easily
adapted to individual requirements.
The policy also includes a more
extensive range of automatic
roverages, requires fewer
endorsements and uses simplified

language to make it easier for
customers to understand.

The policy is available in 44 states
and the District of Columbia, with

additional state approvals pending.
Coverages are underwritten by
member companies of Zurich North
America; certain coverages may not
be available in all states and some

may be written on a nonadmitted
basis through surplus lines brokers.

For more information, visit
www.zitrichna.com.

Services help mitigate
identity theft
WARREN, N.J.-The Chubb Group of
Insurance Cos., through an alliance
·with Scottsdale, Ariz.-based Identity
Theft 911 L.L.C., is offering a range
of services to help mitigate the
disruptions and financial expenses
shat policyholders' employees may
face following the theft, loss or
destruction of sensitive information.

One service, Identity Travel

PROFESSIO

Assistance 911, is provided free to
Chubb business travel accident

policyholders and helps employees
recover or recreate personal
identification documents, bosh hard

copy and electronic, that have been
lost or stolen during business trav€1
Identity Theft 911 works with
financial institutions and law en-

forcement officials to recreate

documents and help mitigate
identity -heft risks stemming from
the missing documents.

Other new identity theft services
that are available for a fee to group
benefizs policyholders can responc
to corporate security breaches, the
destruction of identity documents
in disasters and identity theft. These
additional services indude:

• Identity document disaster
response. This service helps to
recover and recreate personal
identification documents as well as

financial and legal records that have
been destroyed in a natural disaster

• Sezurity Breach Response. Upon

reporting any security penetation
such as a lost briefcase or cyber
security breach, this service seeks to
minimize business disruption and
collaborates with government
agencies and financial and other
institutions to help protect
companies and their employees.

• Identity theft recovery services.
An Identity Theft 911 case worker
will help employee victims cf
identity theft restore their identities
by notifying government agencies,
businesses and financial

institutions; resolve credit and other

identity theft-related problems; and
monitor credit activity for fraud.

For more information, visit

Identity Theft 911's Web site at
www.identitythe8911.com, or
Warren, NJ.-based Chubb's site at
www. chubb.com.

Beazley expands
Web-based platform
FARMINGTON, Conn.-Specia_ty lines

insurer Beazley Group P.L.C. is
expanding BeazleySource, its
proprietary risk management
platform, to include information
and advice for fiduciaries and

administrators of employee benefit
plans.

BeazleySource provides loss
prevention services for management
liability exposures via a Web-based
platform. Access tto BeazleySource is
available to purchasers of Beazley's
employment practices liability
insurance and private company
directors and officers policies at no
additional cost.

In addition to D&0 and EPL

policyholders, buyers of Beazley's
fiduciary liability policy will have
access to these expanded resources,
which include:

• Guidance on the implications of
the Employee Retirement Income
Security Act.

• Summaries and alerts on recent

Continued on page 18
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To place your ad, contact Tina Vasilakis at (312) 649-5340 / fax: (312) 649-7937 / E-mail: tvasilakis@BusinessInsurance.com

Business Insurance, Classified Department, 360 N. Michigan Ave., Chicago, IL 60601-3606. Call for details on blind box and internet advertising

HELP WANTED

Insurance

Underwriting/Marketing Executive

inancially strong, well rated, N/E regiona
1/C Company recruiting for seasonec
irofessional to help build and manag€
existing operation. Producer, technical anc
jeople skills key assets of candidate
)egree and industry continuing educatior
)lusses. Attractive compensation pkge.

Reply in confidence to:
Business Insurance, Box 3253

360 N. Michigan Avenue, Chicago, IL 60601
Dr bibox3253@Businesslnsurance.com

For 2007 B/ Rates or Editorial Calendar
Call Tina at 312-649-5340

EDUCATION

University \Im.'®

offers an online master's degree

in Risk Management and Insur-
ance. This affordable and flexi-

ble program can be completed
via Internet access from any lo-
cation. For more information on

the May 2007 sequence, visit

www.cob.fsu.edu/grad

Business

Opportunity?
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Contact Tina at

312-649-5340

E-mail:
tvasilakis@Businesslnsurance.com

BUSINESS RESOURCES
CONSULTING SERVICES

P & C Broker and Insurer
Performance Reviews & RFP's
Clients include Public Entities, Public & Private Cop

porations, Large Non-Profits, and HC Providers. Also
expert testimony, alternative risk evals, profess,onal

liability product development, & policy drafing for in-
surers of all sizes. Joseph M. Inwald, JD, CPCU
Jinwald@comcast.net or 248-406-5038.

EDUCATION & TRAINING

CPCU® CLU/ChFC, and
AIC, ARM, IIA,

CIC candidates

You'lllearn more faster and you'll pass the
first time or your money back. Guaranteed!

www.BurnhamSystem.com

Call 1-888-BURNHAM Now!

Get Results!

Advertise in Bl's

BUSINESS RESOURCES
Call (312) 649-5340

To advertise your product or services in Brs BUSINESS RESOURCES,
contact Tina Vasitakis at (312) 649-5340 or tvasilakis@Businesslnsurance.com

Mark your
Calendar ...

December 4

Environmental Risk

Management
Ad Closing: November 28

LEGAL NOTICE

INTHEHIGHCOURTOFJUSIICE
(IN ENGLAND AND WALES)

CHANCERY DIVISION

COMPANIES COURT

No. 5204 of2006

IN THE MATTER OF

UIC INSURANCE COMPANY LIMITED

(PROVISIONAL UQUIDATORS APPOINTED)

(FORMERLY THE UNIVERSAL
INSURANCE COMPANY LIMITED)

AND IN THE MATTER OF THE

COMPANIES ACT 1985

NOTICE IS HEREBY GIVEN that, by an Order dated 6 October
2006 made it, the High Court of justice of England and Wales in
the matter of UIC Insurance Company Limited (th. ·Company')
and in the matter of the Companies Act of Great Brit:in the schme
d arrangenent propod to be made between the Iompany and
its Scheme Creditors (as defined in the Scheme) pursuant to section
415 of the Companies Act 1985 (the "Scheme») w.ich was
approved by each of the two classes of Scheme CeditI. at the
respective Meetings of Creditors held on 25 Septemir =006, was
sanctioned. A copy of the Order was delivered to the Registrar d
Companies in England and Wales for registration 0.6 November
2006, and the Scheme became effective on that date<the 'EKective

Date7. Ipe jacob and Richard White of Grant Thcmton UK LLP
became Schenie Omcers on the Effective Date,

Copiesofthe Scheme and the explanatory statement required to be
provided to creditors pursuant to section 426 d the Companies Act
1985 and of this notice can be downloaded from the Scheme

website located at ww'w.uic-gtcom . Alternatively, upon requesl.
these docunents may be obtained on CD or in h:rd copy from
David Bums or Chiltington in accordance with the contact details
below.

Scheme Creditors wishing to claim in the Scheme M·JST complete
and return their completed Claim Forms (together L:th ipponing
information) in accordance with the instructions eccompanying
the Claim Forms so as to be received by the Schene Cfficers bl
noon in the United Kingdom on 7 March 2007, (the *Bar Date' ,
unless they have ticked the relevant box on the Vo.e Registration
and Proxy Form indicating that they wanted the same value
submitted for voting purposes to be also submittec as a Scheme
Ciaim. If a Claim Form is not Iceived by the Schene Officers b,
the Bar Date then, (except in relation to Scheme .taims which
have been agreed by the Company.ind Wlen due br paynient on
or before the Euective Date, which have been incluced on a Gain

Form prepared by the Scheme Officers, but not mturned by the
Scheme Creditofs and received by the Scheme Offioers before the
Bar Date), then the Scheme Creditor shall not be en-itled to asse,r,

or receive payment in respect of a claim against the Company.

Any pe,son believins himseti to be a Scheme Ceditor who I
unclear about or has any queries regarding the Scheme, the
completion of the Claim Forni, this Notice, or the actio: they ari
required to take, should contact:

David Burns. Chiltinton International Limited, Holland House,
14 Bug Street, London EOA SAW, United Kingdo,11.

Helpdesk number: 020 7621 6369

Facsimile: 010 7621 6344

Email: uic@chiltington.co.uk

DATED 6 November 2006

December 11

Benefits Management Section:
Benefit Consulting & Outsourcing

Ad Closing: December 5
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LEADING DOMICILES FOR LARGE COMPANIES

Domicile

Bermuda

Vermont

Luxembourg

Ireland

Guernsey

Source: Aon Captive Services Group

Number

of captives

132

88

58

54

46

Percentage
of total

27.6%

18.4%

12.1%

11.3%

9.6%

Emerging markets spur
captives growth: Report
Huge potential for
expansion seen in
Asia, Eastern Europe

By SARAH VEYSEY

The use of captive insurers is likely
to grow as investment in emerging
European markets and in Asia
increases, according to experts from
Aon Captive Services Group, a unit
of Aon Corp.

In particular, growth in captives
is likely to stem from the expansion
of European corporations into
emerging markets such as Russia
and other countries in Eastern

Europe, as well as from an increase
in European and U.S. companies

developing business in Asia.
Aon last week published research

into captive use among the Global
500 group of companies-the
world's 500 largest companies based
on revenue.

The study found that three-quar-
ters of the Global 500 companies
currently operate captives, but that
there is still scope for greater captive
use.

Among studied companies in
Europe-where the concept of cap-
tive use is well established-78%

have a captive.
However, there is "relatively low

takeup" of the captive concept in
Italy and Germany, noted Andrew
Tunnicliffe, managing director in

See CAPTIVES next page
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Lloyd's may lure outside investors
as legacy problems begin to fade
Consolidation possible
after sale of Equitas to
Berkshire Hathaway

By SARAH VEYSEY

LONDON-The resolution of con-

cerns over Lloyd's of London's
potential exposure to the legacy
policies reinsured by Equitas Ltd. is
expected to prompt more investors
to consider entering the market and
could spark more consolidation
activity.

Recent weeks have seen several

deals involving Lloyd's business,
including the proposed acquisition
of Wellington Underwriting P.L.C.
by Bermuda-based Catlin Group
Ltd., which has a large operation
at Lloyd's; the purchase of
Creechurch Underwriting Ltd. by
Guemsey-based Lloyd's company
Canopius Group Ltd.; and the sale
of Cathedral Capital P.L.C. to
Alchemy Partners L.L.P., which
marked the first venture into the

Lloyd's market by the buyout spe-
cialist.

And some observers predict that
strategic changes at Lloyd's, as well
as the resolution of the Equitas con-
cerns, could prove to be a catalyst
for more deals, induding greater
outside investment.

Last month, Equitas-the runoff
reinsurer for the pre-1993 long4ail
liabilities of Lloyd's syndicates-
announced a deal with Berkshire

Hathaway Inc. under which the
U.S. giant will reinsure, and eventu-
ally assume, Equitas' liabilities (BI,
Oct. 23).

Trade talks open Russian market
Tentative WTO deal

comes after five years
ofnegotiations

By MARK A. HOFMANN

WASHINGTON-A bilateral market

access agreement reached in princi-
ple between the United States and
Russia that would bring Russia into
the World Trade Organization is
being hailed by U.S. insurers as

opening the door to a potentially
lucrative new marketplace.

But getting that door opened
even a crack wasn't easy, said David
Snyder, vp and assistant general
counsel for the American Insurance

Assn. in Washington. Negotiations
took at least five years, he noted.

"Insurers generally view Russia as
a potentially significant market, but
to get to this point, we have had a
very difficult set of negotiations,"
Mr. Snyder said. "The end result...is
good in that U.S. companies will be

able to establish the way they would
like to operate in Russia and write all
lines of insurance after a several year
phase-in period."

Three major obstacles had to be
overcome, he said. The first was to

allow foreign insurers to set up
branches in Russia rather than

requiring them to set up a Russian
company, he said.

The second was Russian resistance

to allowing U.S. insurance compa-

See WTO page 18

Changes at Lloyd's of London could be a catalyst for
outside investment and consolidation.

The existence of

Equitas had been a
drag on the Lloyd's
market's financial

strength rating,
according to analysts,
and it gave potential
investors pause. In
particular, there were
concerns Lloyd's
companies might be
tapped to pay Equi-
tas' liabilities should

the runoff reinsurer

fail.

In the wake of the

announcement of

the Berkshire-Equitas
deal, Standard &

Poor's Corp. revised
its outlook on the

Lloyd's market's A
rating to positive
from stable and indi-

cated that the deal is likely to
"remove any realistic potential for
reserve inadequacy at Lloyd's to
undermine confidence in Lloyd's."

The competitive position of the
market probably will improve as
a result of the Equitas deal and
as the market's "optimal platform
strategy" plan takes hold, said
S&P analyst Marcus Rivaldi in Lon-
don.

That plan, unveiled at the start of
the year, is a three-year program
aimed at helping the market retain
corporate investors and maintain a
strong competitive position by
improving the efficiency of market
processes, among other things.

If overseas companies are looking
to expand in Europe, Mr. Rivaldi
said, "Lloyd's could be a domicile of

choice," and if they wish to diversi-
fy their portfolios, they may now be
more willing to buy into Lloyd's,
Mr. Rivaldi said.

Companies that currently operate
at Lloyd's may become less con-
cemed about any perceived need to
diversify out of the market, he said,
and so may, instead, seek to merge
with other Lloyd's companies.

Mr. Rivaldi said he expects to see
all of those scenarios take place.

The Catlin-Wellington deal likely
was not predicated on the resolu-
tion of the Equitas question, Mr.
Rivaldi noted, but future mergers or
acquisitions may well progress as a
result of the removal of the uncer-

tainty regarding Equitas.

See LLOYD'S next page

REUTERS/ITAR-TASS

President Bush met with Russian President Vladimir Putin after talks on a deal

that gives Russia membership in the World Trade Organization.
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Captives:
Growth

expected
CONTINUED FROM PREVIOUS PAGE

Aon's IRMG unit.

In Germany, just 66% of large
corporations have a captive, accord-
ing to the research, which is due
in part to the historically close
relationship between companies
and their insurers, said Mr. Tunni-
diffe.

There is, however, growing inter-
est among German companies in
using captives, noted Stephen
Cross, chief executive officer of
ACSG, and Malta is a favored domi-

cile among such companies because
of its European Union member sta-
tus, as well as its beneficial tax envi-
ronment.

Asia is one area where Aon

expects to see huge growth in
captive usage, according to the
experts.

At present, only 27% of the Asia-
based members of the Global 500

have a captive, according to the
research.

Much of the overseas investment

going into growth areas, such as
China, is in the form of joint ven-
tures with local companies, said Mr.
Cross.

European or American compa-
nies investing in such areas likely
will want to apply the same stan-
dards of risk management and cor-
porate governance to such ventures
as to their wholly owned business,
he said.

Aon would, in such cases, typical-
ly advise joint venture projects to
set up captives separately to either
of the partner's current captives, in
order to keep that business separate,
he said.

Copies Of the report can be acquired by
contacting Carrie Leach at

carrie.leach@inng.aon.co.uk.

Lloyd's: M&A activity likely to increase
CONTINUED FROM PREVIOUS PAGE

There are several factors that are

likely to prompt investor interest in
Lloyd's, noted Andrew Holderness,
head of insurance at London-based

law firm Clyde & Co.
For one, the rnarket suffered

a manageable loss from the storms
that hit the United States in 2005,

whereas 10 years ago, events of
such magnitude likely would
have caused a far bigger marketwide
loss, he said. That change demon-
strates the robustness of the market

in the face of a large event, he
said.

Secondly, the Equitas deal poten-
tially will remove uncertainty about
the market and "can only be a posi-
tive," he said.

And thirdly, outside investors

often like to know that there is an

exit route, so the ability for them to
set up mechanisms such as sidecars
at Lloyd's or enter into quota-share
reinsurance arrangements is likely
to be viewed positively and shows a
responsiveness of the market, he
noted.

Increase in actfvity

While there is unlikely to be fur-
ther M&A activity this year--com-
panies are likely to concentrate
more on their business plans ahead
of the renewals-Mr. Holderness

said he would not be surprised if
after the end of year break, "the
slide rule gets dusted off" and there
is more activity.

The £113 million ($241.6 mil-
lion) sale of Cathedral to Alchemy
demonstrates the increasing attrac-

tiveness of Lloyd's to the invest-
ment community, said Tim
Matthews, a corporate finance part-
ner at Clyde & Co., who was
involved in the deal.

While the sale marks Alchemy's
entry into the Lloyd's market, the
deal is likely to be the first of many,
he noted, as there are other
investors who want to enter the

market while insurance and reinsur-

ance rates are high, and there are
several small to midsize Lloyd's
companies that are looking to
increase their capital to better com-
pete.

"There are a number of business-

es I have heard of that are looking
to diversify, and there are a number
that are looking perhaps to set up at
Lloyd's for the first time,' added
one market source.

WTO: Agreement seen as step forward
CONTINUED FROM PREVIOUS PAGE

nies to write what he called "certain

very large lines of nonlife insur-
ance," such as third-party automo-
bile liability.

The last was Russian insistence on

placing an overall limit on foreign
participation in the insurance mar-
ket. "While that cap still exists, there
are many exceptions" that were
negotiated and "we don't think it
will be commercially significant,"
said Mr. Snyder.

According to a Nov. 10 fact sheet
released by the Office of the U.S.
Trade Representative, "Russia retains
the discretion to impose limits on
new foreign direct investment in the
banking and insurance sectors, if the
ratio of foreign investment (exclud-
ing many investments) to total
investment in the sector exceeds

50%."

The two nations planned to sign
the bilateral agreement last week at
the Asia-Pacific Economic Coopera-
tion meeting in Hanoi, Vietnam.

Mr. Snyder said that, barring any
unexpected issues, Russia should
join the WTO next year.

'Insurers generally view

Russia as a potentially
significant market, but to
get to this point, we have
a very difficult set of

negotiations.'
David Snyder, American Insurance Assn.

Bringing Russia into the WTO is
"good for everyone," as it opens the
markets a little more broadly for
business including insurance, said
Coletta Kemper, vp-industry affairs
for the Council of Insurance Agents
& Brokers in Washington.

"The brokerage market has been,

in practice, fairly open in Russia,"
said Ms. Kemper. "Certainly we're
looking for-and we hope that their
inclusion in the WTO Will

improve-commitments we've got-
ten with transparency, which was a
big issue for the insurance industry."

"Transparency is obviously im-
portant so people know what the
rules and regulations are," Ms. Kem-
per said. "It's important to know
what you need to do as an organiza-
tion to function in a country."

She also called the agreement to
allow branching and--after a transi-
tion period-100% foreign owner-
ship of nonlife companies "a major
step forward."

Insurance is only one of a broad
range of economic sectors affected
by the bilateral agreement. Others
include business services, banking
and securities, manufactured goods
and agricultural products.

Russia also agreed to fight against
piracy and counterfeiting and other-
wise to improve protection of intel-
lectual property rights.

Lawsuit: Insurer partnership draws objections
CONTINUED FROM PAGE 1

additional $27.5 million a year,
according to the city's estimates.
New York currently spends about
$3.1 billion a year on basic medical
premiums for its health care plans,
which cover more than 1.3 million

employees, retirees and dependents,
according to the suit.

The city "intends to continue
pursuing its court case aggressive-
ly," said Michael Cardozo, the city's
corporation counsel, in a statement.
Meanwhile, the city plans to issue a
request for proposal for new health
care providers that can offer "com-
parable, but less expensive health
care benefits," he said.

"GHI and HIP are always glad to
respond to RFPs," a spokeswoman
for the companies said when asked
about the city's plan to issue an RFP.
"They believe they have products
that are very competitive."

The insurers now say that the
joining of the two companies is

technically not a merger, but an
affiliation under a common parent
company. According to the compa-
nies, by joining forces they will cre-
ate a strong, local company that can
compete with large national plans,
and the structure will enable them

to do things such as share informa-
tion on different business issues.

The companies will operate sepa-
rately for the time being, the
spokeswoman said.

The city's decision to file the suit
two days before the closing of the
agreement demonstrates the diffi-
culty for health insurers operating
in the highly politicized New York
City market, in which politicians
are influencing the business deci-
sions of health care companies.

"HIP has been handicapped by
the politics of New York," said
Stephen Zaharuk, vp and senior
analyst for Moody's Investors Ser-
vice Inc. in New York.

Joseph Marinucci, credit analyst
with New York-based Standard &

Poor's Corp., said that, while he
understood the city's argument, a
partnership between HIP and GHI
would be beneficial because of the

'HIP has been

handicapped by the

politics of New York.'
Stephen Zaharuk,

Moody's Investors Service Inc.

large number of players in the gen-
eral New York market. Insurers need

to be sustainable over time, and the

ability to consolidate and improve
the efficiency of their operations is a
good thing, he said.

Citing a need to compete with
large national managed care com-
panies in their core Northeast mar-
ket, the insurers decided to join

forces last year (BI, Oct. 3,2005).
The combined entity will have a
membership of more than 4 million
people and combined revenues of
more than $7 billion. GHI operates
mainly in New York, while HIP also
has operations in Connecticut, Mas-
sachusetts and New Jersey.

Possible solutions to the stale-

mate include the companies mak-
ing concessions during rate negotia-
tions, giving up a certain percentage
of the city's business or making cer-
tain divestitures, analysts say. These
types of actions, though, could be
viewed as not being market orient-
ed and raise the concern that cost

increases could be passed on to oth-
er customers of the insurers if the

government gets pricing conces-
sions, S&P's Mr. Marinucci said.

Since the city is their largest
client, "GHI and HIP would not

want to do anything to jeopardize
the relationship" and will continue
to work with the city to reach a
solution, the spokeswoman said.

1

Products
& Services

CONTINUED FROM PAGE 16

court decisions and developments
in ERISA law plus concise direction
and advice on minimizing
associated risk.

• Best practices advice for
employers, plan fiduciaries and
administrators.

• Training for plan fiduciaries and
administrators on how best to

investigate issues that may lead to
claims.

For more information, contact

Carrie Brodzinski, product manager,
at 860-677-3750 or by e-mail at
carrie.brodzinski@beazley.com.

Western Re offers

terrorism cover
CHICAGO-Western Re/Managers
Insurance Services Inc. has launched

a terrorism facility as part of the
expansion of its specialty
underwriting operations.

The Los Angeles-based
underwriting agency, which
manages capacity for U.S. and
European insurers, will manage all
terrorism capacity from its new
Chicago branch office. The
company will initially offer a limit
of $25 million per risk, with stand-
alone terrorism as well as Terrorism

Risk Insurance Act and non-TRIA

policies. It will target a wide mix of
commercial, industrial and

governmental property clients in
the United States, with the

flexibility to accept business on a
primary, excess or full-value basis.

The standard policy excludes
threat; hoax; and nuclear,

biological, chemical and radiological
perils. The deductible is
discretionary and varies according
to value, business type and location.

For more information, e-mail
tmorism@westernre. com.

Swiss Re, London American

launch utility program
OVERLAND PARK, Kan.-Swiss

Reinsurance Co. and managing
general underwriter London
American Risk Specialists Inc. have
launched a program for small to
midsize private and public utilities.
The program, which includes gas,
electrical, water and sewer facilities,
is active in 17 states.

Coverages include multiline
general liability, property, crime,
equipment breakdown, inland
marine and auto. General liability
policies will have a $1 million limit
per occurrence with a $2 million
aggregate, while property limits will
vary by location.

Eligible states are Alabama,
Arkansas, Florida, Georgia, Illinois,
Indiana, Kentucky, Louisiana,
Michigan, Missouri, Mississippi,
North Carolina, Ohio, South
Carolina, Tennessee, Texas and
Virginia.

For more information, contact

London American Vp Larry Vickery
at 901-312-9387 or by e-mail at
ivickety@londonamericantr.com.



80*855I.....1

590. ill:./..#50==.. --

Stay on top
of the news
that matters

to you the most
by signing up for

Business /nsurance's free
Custom News Alerts.

When imponant news breaks
about industries, topics or

companies that are of special
interest to you, an e-mail

News Alert will automatically be
delivered to your in-box.

Visit www.Business/nsurance.com/

Register to sign up for this
free service and for other e-mail

news products. If you already
are registered to receive these

or other e-mails, visit
www.Businessinsurance.

com/Log/n
to add to or alter your e-mail

selections.

Custom

News Alerts

are available for

topics including:
Agents & Brokers, Alternative Risk

Transfer/Captives, Asbestos &
Environmental, Asia-Pacific &

Australasia, Benefits Legislation &
Regulation, Bermuda, Canada,

Catastrophes, China, Consumer-
driven Health Plans, Claims

Services, Coverage Disputes,
Emerging Liabilities. Employment

Practices, European Union,
Federal Legislation & Regulation,
Health Care Benefits, Liability &
Litigation, Latin America, Middle
East/Africa, P/C Insurers, Pension
Benefits, People & Personalities,

Prescription Drug Benefits,
Reinsurance, Retirement Benefits,

Safety, State Regulation,
Terrorism, Tort Reform, United
Kingdom, Work/life Benefits,

Workers Compensation

Alerts are also

available for

companies such as:
ACE, Acordia, Advance PCS,

Aetna, Alexander Forbes, Allianz,
American International Group
(AIG), Anthem, Aon, Arthur J.

Gallagher & Co., Benfield Group,
Berkshire Hathaway, BMS Group,

Broadspire, Brown & Brown,
Cambridge Integrated Services,
Caremark RX, Chubb, CIGNA,
CNA. ComPsych. Concentra,

Converium, Corvel, Crawford &

Co., Definity Health, Express
Scripts, FM Global, General-

Cologne Re, Genex, Guy
Carpenter & Co., Hannover Re,

Hartford Financial, Hewitt
Associates, Hilb Rogal & Hobbs,
HLF Group, Hub International,

Humana, Intracorp, Jardine Lloyd
Thompson Group, Liberty Mutual,

Lloyd's of London, Marsh &
McLennan, Medco, Mercer

Consulting, MetLife, Munich Re,
Partner Re, SCOR, Sedgwick CMS,

St. Paul Travelers, Swiss Re,
Towers Perrin Re, UnitedHealth

Group, UnumProvident, USI
Holdings, Watson Wyatt

Worldwide,
Willis Group, XL Capital

and Zurich.

Business Insurance.
www.Businesslnsurance.com

Business Insurance November 20, 2006 1 19

Blast: BP changes safety processes in wake of accident
CONTINUED FROM PAGE 3 the BP makes changes

as legal proceedings had begun,
includes at least $32 million in

donations to be made by BP to uni-
versities, health care facilities and
other organizations. Part of that
money will be used to improve edu-
cational programs on process man-
agement and safety education at the
schools.

BP has set aside $1.6 billion to set-

tle claims, an amount it will pay
from self-insurance funds, a spokes-
man in BP's Houston office con-

firmed.

Regulatory scrutiny

Since the accident, BP's safety
culture has come under intense

scrutiny. Its loss control at the
Texas City plant was deficient,
according to recently released find-
ings by the U.S. Chemical Safety and
Hazard Investigation Board, or CSB.

The Texas City explosion-which
the CSB said was the worst industri-

al accident in the United States since

1990-was partly the result of cor-
porate cost-cutting at the refinery,
"where maintenance and infra-

structure deteriorated over time,"

Carolyn Merritt, the agency's direc-
tor, said in a news conference in
late October.

'The problems at BP are
not unique to one refinerv,
to one division, or to one

corporation.'
Carolyn Merritt,
U.S. Chemical Safety
and Hazard Investigation Board

"What BP experienced was a
perfect storm, where aging infras-
tructure, overzealous cost-cutting,
inadequate design and risk blind-
ness all converged," Ms. Merritt
said.

The CSB plans to release a final
report on the accident in March
2007.

The CSB report follows a $21.3
million fine levied against BP by the
Occupational Safety and Health
Administration in September 2005.

Among the changes BP has agreed
to are several called for by OSHA.
Those include hiring an outside firm
to improve process safety manage-
ment and conduct an audit and

analysis of the company's process
management systems. BP is also

required to hire an expert to assess
communications between manage-
ment, supervisors and other
employees and to report on how
communications impact safety prac-
tices.

The BP spokesman acknowledged
that while the blowdown drum

where the accident occurred had

been modified over the years, it was
functioning properly. Human error
caused the explosion at the unit, he
stressed, and "no one envisioned
that what happened that day could
have happened."

Still, BP decided to replace the
drums by 2008 at all its U.S. refiner-

ies where they are used,
spokesman said.

BP takes issue with the CSB charge
that cost-cutting led to the acddent.

"In our own investigation, we
looked at a whole range of things,
including cost decisions," the
spokesman noted. "Our investiga-
tion showed that cost decisions had

not played a part. In fact, in the
years running up to the acddent,
there was an increase" in operating
expenditures, he said.

A spokesman for the CSB said last
week that the agency's investigation
found there were cuts to "fixed costs

that impacted preventative mainte-
nance at the plant."

Ms. Merritt warned in the news

conference that BP's experience
"should serve as a cautionary tale to
every oil and chemical company
that hears this message. The prob-
lems at BP are not unique to one
refinery, to one division, or to one
corporation."

At BP, several changes have been
made at the Texas City facility and
other U.S. operations as a result of
the accident and the ensuing inves-
tigations. The company said it has
established a program called Focus
on the Future that takes into

account around 600 recommenda-

tions and 1,000 specific actions to
be taken based on findings in its
internal investigation and those of
OSHA and other organizations.

Since the acddent, BP has created
a new position of group vp for
health, safety, environment and
technology in its refining and mar-
keting segment. It also named a
group vp of safety and operational
capability to enhance safety opera-
tions.·

The company has clarified and
reinforced responsibilities for per-
sonnel involved in startup, opera-
tion, maintenance and evacuation

procedures at its facilities. A newly
established U.S. program office
will coordinate the changes across
BP's refining system in the United
States.

In Texas City, BP has isolated or
removed all the blowdown drums,

installed a new system to perform
the operations previously handled
by those drums, introduced new
maintenance and inspection proce-
dures, heightened supervisor over-
sight and made several other
changes.

The company also has appointed
an independent panel under the
direction of former U.S. Secretary of
State James Baker III to make recom-
mendations as to how safety man-
agement systems and the compa-
ny's corporate safety culture can be
improved.

"Certainly there are a number of
positive things under way," said the
CSB spokesman. "Whether it will
make BP safer, time will tell."

BP faces hundreds of claims over explosion
Oil company sets
aside $1.6 billion

for compensation
By MICHAEL BRADFORD

GALVESTON, Texas-BP Products
North America Inc.'s settlement

with the daughter of two workers
killed in a 2005 plant explosion
includes funds that the woman

hopes will be used to help pre-
vent such accidents.

BP agreed earlier this month to
pay an undisclosed amount to
Eva Rowe, whose parents were
killed when an explosion at the
company's Texas City, Texas,
refinery left 15 workers dead and
more than 170 people injured.
The settlement included at least

$32 million to be paid to univer-
sities and other institutions

involved in safety education and
health care.

The Rowe case settled just as
legal proceedings were beginning
in Galveston, Texas.

BP has set aside $1.6 billion to

settle claims related to the March

2005 explosion, a spokesman in
the oil company's Houston office
confirmed. He said the payments
are being made from self-insur-
ance funds to those injured in the
blast and family members of
those who were killed.

So far, "there have been more
than 1,000, and the number is
changing," the spokesman said of
daims related to the accident.

"The majority have already set-
tled or are close to settling," he
said.

A spokesman for Ms. Rowe's
attorney, Brent Coon of Coon &
Associates in Beaumont, Texas,
confirmed that Ms. Rowe settled

the case partly because of BP's
commitment to fund safety
and health care programs at
facilities in Texas, Louisiana and

Eva Rowe, whose parents were killed in a March 2005 explosion at a
BP Products North America Inc. facility in Texas City, Texas, with her
attorney, Brent Coon.

Tennessee.

The settlement calls for Texas

A&M University in College Sta-
tion and the University of Texas
in Austin to each receive $12.5

million, while the College of the
Mainland in Texas City will get
$5 million. BP also has agreed to
match outside donations until

the portion of the settlement
directed toward universities and

other institutions reaches $38
million.

Texas A&M said the funds it

receives will be used to strength-
en programs offered through its
Mary Kay O'Connor Process Safe-
ty Center, the school's safety
engineering certificate program,
and its engineering ethics cours-
es.

BP's payment illustrates the
company's "commitment to
workplace safety in the chemical
engineering industry," Ed Davis,
president of the Texas A&M
Foundation, said in a statement.

The money will "help transform
a tragedy into a positive legacy,
help educate a new generation of
engineers, and help improve safe-

LANDOV

ty perfonnance in the industry."
A spokesman for the College of

the Mainland said the $5 million

it will receive comes on top of
around $500,000 in equipment
and money BP has contributed
over the years to the school's pro-
cess safety program.

The University of Texas Medi-
cal Branch will receive the funds

paid to that university under the
settlement. The money will be
used to further the facility's
efforts to improve the survival
rate of burn victims, said Art San-

ford, assistant professor of
surgery at the Galveston branch
of the school. "We also work on

rehabilitation and help integrate
them into society," he said of
burn victims.

The settlement with Ms. Rowe

also included a $1 million dona-

tion to The Cancer Center at

St. Jude's Children's Research

Hospital in Memphis, Tenn., and
$1 million to schools in Horn-

beck, La., where Ms. Rowe
attended schools and her mother

taught before working at the BP
plant.
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Mercer: Group health plan costs hold steady in 2006
CONTINUED FROM PAGE 1

the rate of increase-6.1% for 2005

and 2006. It's actually three years
because what (employers are) sug-
gesting is that after they make
changes in 2007, it will be 6.1%
again. So we're looking at a flat-lin-
ing, if you will, of cost increases," he
said.

But the likelihood that health

care inflation will remain flat or

INCENTIVES FOR PARTICIPATION

Companies o#er employees incentives topartic,pate m care managementprogmms

CASH REWARDS

offered by
9% of all employers and
16% of jumbo employers

i NONCASH

REWARDS

15%

of

large and jumbo
employers

decline "is not great," Mr. Bos said.
"If you go back historically, there's a
good chance that we're going to see
prices going back up again in 2008.
That's a little sobering."

In a departure from prior years'
practice, employers last year were
able to mitigate the growth in their
group health benefit costs by focus-
ing on consumerism and care
management rather than merely
cost-shifting to employees, Mr. Bos
said.

"If you go to back two or three
years, cost-shifting was the primary
strategy for addressing the rate of
increase in health care costs," he

recalled. Now, "the strategy is more
around consumerism and health

management, which are strategies
that aren't necessarily burdening

employees with more and more of to slow the overall rate of increase
the total cost." in group health care costs, Mercer

For example, 43% of all employ- found.
ers and 71% of large employers said The average annual CDHP cost of
they plan to use care management $5,770 per employee is 5.3% higher
as a cost management strategy dur- than last year's average of $5,480,
ing the next five years. Similarly, but the rate of increase was greater
4396 of all employers and 64% of for both preferred provider organi-
large employers said they plan to zations and health maintenance
use consumerism as a cost manage- organizations, which grew by 7% to
ment strategy during the next five $6,932 per employee and 6.5% to
years, the study found. $6,616, respectively.

The highest rate of increase was
among PPOs with deduetibles of
$1,000 or more that were not linked
to either health reimbursement

arrangements or health savings
accounts. The cost of these plans
surged 12%, to $6,019 per employ-
ee in 2006 from $5,355 in 2005,
according to Mr. Bos, who noted
such plans' cost may vary greatly
from year to year because of their
small survey sample size.

The percentage of all employers
offering a CDHP tripled in 2006 to
6% from 2%, as small employers
began adopting this new plan type,

In addition, health risk assess- Mercer found. But growth was also
ments are now offered by 22% of strong among large employers,
large employers, those with 500 or where CDHP offerings rose to 11%
more employees, and 53% of what from 5% among employers with
Mercer called "jumbo" employers, 500 or more employees. and to 37%
organizations with 20,000 or more from 22% among jumbo employ-
employees. ers. As more employers began offer-

Employers also are offering ing CDHPs, the plans also captured
incentives to encourage employees the interest of an increasing num-
to participate in these new care ber of employees. Nationally,
management programs, Mercer enrollment in CDHPs jumped in
reported. The incentives range from 2006 to 3% from 1% of all covered

noncash rewards such as T-shirts employees.
and water bottles, which are used Though CDHPs with HRAs
by 8% of large employers and 7% of had been more prevalent than
jumbo employers; to cash, which is those with HSAs, HSA-linked plans
the most popular incentive and is grew at a faster clip than HRA
used by 9% of all employers and plans in 2006. HRAs have been
16% of jumbo employers. available since 2002, while HSAs

This shift to less expensive con- were authorized as part of the Medi-
sumer-driven health plans helped care Prescription Drug Improve-

ment and Modernization Act of

2003-too late for most employers
to offer them in 2004, Mercer
points out.

In 2006, 4% of all employers
offered an HSA, while just 2%
offered an HRA. Small employers
were more likely to offer HSAs,
while large employers were about
equally divided between HSAs and
HRAs.

HSAs are attractive to small

employers because "it's a very sim-
ple plan design and they don't want
to have a lot of muss and fuss

because they don't have the time
for it and they don't have the
resources," Mr. Bos said.

They also cost less.
Looking at employers with 500 or

more employees, HSA plans cost
19% less than HRA plans, averaging
$5,005 per employee vs. $6,214 per
employee for HRA-linked plans.

While nine of 10 employers
sponsoring CDHPs offer them as
a choice alongside other plan
options, six of 10 small employers
are more likely to offer them as full
replacement for existing plans, the
Mercer survey found.

Consequently, the people who
elect to enroll in HSAs are most like-

ly to be employees of small employ-
ers or large employers' workers who
understand the tax advantages of
HSAs, Mr. Bos said.

Copies of the "Mercer National Survey
of Employer Sponsored Health Plans
2006," will be available in late

March 2007 from Tara Lewis, Mercer
Health & Benefits, 1166 Ave. of the
Americas, 29th Floor, New York, N.Y.
10036; 212-345-2451. Copies will
also be available online at httpY/mer-
cerhr.com/ushealthplansurvey.The cost
of the report is $500, and the report
and tai)/es cost 51,000.

 GROUP HEALTH PLAN BREAKDOWN
COSTS AT A GLANCE

Average increases in average total health
plan costs per employee

YEAR COST PER EMPLOYEE CHANGE |

2002 55,646 14.7%

2003 $6,215 10.1%

 2004 $6,679 7.5%

2005 $7,089 6.1%

2006 $7,523 6.1%

MEDICAL COSTS PER EMPLOYEE
BY PLAN TYPE

POINT OF SERVICE

2005 56,444
2006 $6,937

PREFERRED PROVIDER ORGANIZATION

2005 56,480

2006 $6,932

HEALTH MAINTENANCE ORGANIZATION

2005 56,210

2006 $6,616

CONSUMER-DRIVEN HEALTH PLAN

2005 55,480

2006 $5,770

HOW HSAs AND HRAs STACK UP*

*1
7.7%

*1
7.0%

4,1
6.5% 

8%1

HSA HRA

Average deductible $1,665 $1,359

Percent of employers 57% 100%

contributing to account

Average employer 5571" $648
account contribution

Annual cost

per employee
55,005 $6,214

 *For employers with at least 500 employees
8 **For employers making contributions

 Source: Mercer Health 6 Benejits

Hatteras: Bermuda liquidators say reinsurer faces funds shortfall
CONTINUED FROM PAGE 3

Mr. Meadows incorporated and
licensed Hatteras in Bermuda in

mid-2004. Within a few months,
Bermuda regulators had granted the
reinsurer's request to reduce its
statutory solvency margin to
$120,000 from the required $1 mil-
lion, on the condition that it stop
writing any business not fully
secured by collateral. Hatteras also
delayed filing an audited financial
statement for a year, first by chang-
ing its fiscal year-end and then by
seeking an additional three-month
extension.

Hatteras ultimately failed to file a
statement as required by the end of
April 2006, in part because its audi-
tor questioned the validity of docu-
ments supporting its investment in
Delaware-based Pamlico. One of the
documents was a Pamlico audit

opinion purportedly issued by
Deloitte & Touche L.L.P. in the Cay-
man Islands, which Deloitte denied

producing.
Bermuda regulators won an order

to liquidate Hatteras in June, and
partners of KPMG Financial Adviso-
ry Services Ltd. were named joint
provisional liquidators.

Hatteras had acted as a reinsurer

of captive workers compensation
and general and auto liability pro-
grams. Its clients included captives
insuring Philadelphia-based Ara-
mark Corp.; Electronic Data Sys-
tems Corp. of Plano, Texas; a unit of
InterContinental Hotels P.L.C. of

Windsor, England; and Gevity HR
Inc., a Bradenton, Fla., staff leasing
company.

Aramark, EDS and InterConti-

nental are protected by funds set
aside in segregated trust accounts
that are not considered assets of the

Hatteras estate (see chart, page 3).
Liquidators have agreed to allow
workers comp and other claims to
be paid from those accounts. The
liquidators and Aramark, though,
have not yet agreed on how to han-
dle $15 million in another trust

securing a loss portfolio transfer of
Aramark liabilities from the defunct

Reliance Insurance Co., and the two

sides are also disputing who is enti-
tled to interest on the trust funds,
court records show.

Gevity settled with the Hatteras
estate in September, receiving a $3
million cash payment and the right
to pursue a $2.2 million unsecured
claim against the estate.

Hatteras' rocky financial condi-
tion was not apparent in its unau-
dited 2004 and 2005 financial state-

ments.

The Sept. 30,2005, statement, for
example, reported $264.5 million in
assets and $26.1 million in share-

holders equity. The assets included
$138.4 million in fixed-income

funds, previously identified as the
Pamlico Enhanced Cash Trust; and
$14.1 million in Nottingham stock.

Another 2005 Hatteras statement,
prepared as of year-end, included a
purported audit opinion from
Deloitte's Cayman office and was
sent by the company to its Bermuda
manager, Independent Manage-
ment Ltd., and forwarded through
another party to Aramark and Gevi-
ty's reinsurance broker, Guy Car-
penter & Co., according to court fil-
ings.

As was the case with the purport-
ed Pamlico audit letter, Deloitte
Cayman officials denied ever issu-
ing an opinion on Hatteras' finan-
cials, the liquidators say in court fil-
ings.

The liquidators' own draft sum-
mary of Hatteras' financial condi-
tion is bleaker, but still uncertain,
their court filings indicate.

KPMG officials say they do not
expect to recover any of the $152
million most recently reported as
the value of the Parnlico invest-

ment. The Pamlico Delaware trust

was canceled in March 2006, and

liquidators say they have been
informed that "Pamlico now has

funds of just $333," the liquidators'
court filings say.

When asked by the liquidators
about the purported Deloitte audit
of Pamlico, Frank Meadows Jr.-a
Pamlico trustee who is also a Rocky
Mount lawyer and Mr. Meadows'
father-said the Deloitte letter "was

printed in error," the liquidators' fil-
ings report.

Mr. Meadows Jr. could not be
reached for comment.

Meanwhile, Mr. Meadows III has
agreed to place in escrow any pro-
ceeds from the expected sale of the
corporate jet that liquidators say he
bought with Hatteras funds. Liq-
uidators report that they are trying
to negotiate a similar agreement
covering proceeds from any sale
of the Rocky Mount cotton mill
property, and that they will try
to recover more than $1.5 million

in loans Hatteras made to Mr.

Meadows III, his companies and

employees of Nottingham.
Whether unsecured creditors of

Hatteras are made whole remains to

be seen.

In addition to Gevity's $2.2 mil-
lion claim, the estate faces a possi-
ble $9 million claim from units of

ACE Ltd., which acted as primary
work comp insurer for Aramark,
over funds that may have been
removed from Aramark-related

trusts, liquidators report.
An ACE spokesman declined to

comment.
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Spitzer: Successor to make own imprint
CONTINUED FROM PAGE 1

David Brown, ch*f ot the

investor protection bureau, foi one
though, has indicated that lie will
leave his post at the end of the year,
which has prompied specuiation
that Mr. Spitzer might appoint him
as the new superintendent of insur-
ance to replace Republican Howard
Mills.

Even with a changing of the
guard, it is unlikely Jir. Cuomo will
abandon major initiatives Mr.
Spitzer has already started, sources
close to Messrs. Spitzer and Cuomo
say.

"He's going to want to pu: his
own imprint on the agency and
define it as Andrew Cuomo's attor-

ney general's office...but I don't
think he's going to come in and
issue 'get out of jail free' passes to
the insurance industry just because
he's the new guy on the block' the
source close to Mr. Spitzer said. "I
think (Mr. Spitzer has) built cases
that show...that there are some

troubling business practices in the
industry that need to be deaned up.
I don't think Andrew Cuomo is

going to come in and just say, 'Nev-
ermind.

A source close to Mr. Cuomo said

that while the attorney general-
elect has indicated that he wilj con-

tinue Mr. Spitzer's work when he
takes office, Mr. Cuomo will eralu-

ate Mr. Spitzer's pending insurance
cases and may ultimately reach a
different conclusion

Mr. Cuomo has made clear "that

he understands that them is a differ-

ence between enforcing the law and
smothering business and industry
in the state of New York,* the

source said. "With that in mind, I

think people ought to expect he

will continue what Spitzer ha s done
in the insurance industry, bus there
may be differences between what
the outcomes of those things. are
under Cuomo and what they would
have been under Spitzer."

"Clearly every attorney general

1 don't think anyone
should jump up and dom'
now that Mr. Spitzer is
moving out of the
attorney general's office.
Ken A. Crerar, CIAB

puts his or her own imprint on the
office and that will be true with

Cuomo," the source said.

Despite many unknowns, indus-
try observers do not expect a rapid
end to the investigations.

"It doesn't surprise me to think
that we're going to see some contin-
uance" of the investigations, said
Ken A. Crerar, president of the
Council of Insurance Agents and
Brokers. "I don't think anyone
should jump up and down'' now
that Mr. Spitzer is moving out of the
attorney general office. "There were
serious allegations and they're
doing investigations and hopefully
we've seen the key ones resolved
and the industry can move on from
there. But I think it's too hard to tell

at this point."
"I imagine that investigations

that have been set in motion,.and

certainly cases that already have
been brought, are not going to go
away," said Elaine Metlin, a partner
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with Dickstein Shapiro L.L.P. in
Washington. It is too early to
know, however, whether Mr. Cuo-
mo will resolve the cases in the

same manner as Mr. Spitzer, she
said.

"I just don't think (Mr. Cuomo) is
going to stop the investigations
midair. He's going to try to bring
them to completion or try to get set-
tlements," agreed Fran Semaya,
who chairs the insurance, corporate
and regulatory practice group of
Cozen O'Connor in New York.

"Either Spitzer will try to do it by
year-end or Cuomo will pick those
up."

Whether Mr. Cuomo pursues any
new cases after that will depend on
whether investigating the insurance
industry is high on his agenda, Ms.
Semaya said. "I think Spitzer has
given him a lot of ammunition...so
I don't see any reason for him not
to."

But it may be some time before
Mr. Cuomo initiates any action
with the industry, said William G.
Passannante, co-chairman of the

insurance recovery group for Ander-
son Kill & Olick P.C. in New York.

"When you have that kind of
turnover in senior staff that's been a

major part of the investigations, I
would think that it's got to...cause a
significant delay," he said. "It's not
as though you get experienced pros-
ecutors who understand a compli-
cated industry overnight."

Mr. Spitzer became a household
name to the insurance industry in
October 2004 with his fraud and

bid-rigging suit against New York-
based Marsh & McLennan Cos. Inc.

His subsequent probes into broker
compensation and finite reinsur-
ance accounting practices resulted
in lawsuits and settlements with

several brokers and insurers during
the past two years, in addition to
criminal charges and numerous
guilty pleas from various individu-
als (see box).

He also set off investigations by
attorneys general in other states
who have reached settlements

jointly with Mr. Spitzer and, in the
case of Connecticut Attorney Gen-
eral Richard Blumenthal, resulted in
other suits and settlements.

Just how many more settlements
are in the works in Mr. Spitzer's
office is unknown. One outstanding
case likely to fall under Mr. Cuo-
mo's purview involves Liberty
Mutual Group Inc., the only insurer
so far unwilling to settle steering
and bid-rigging charges leveled by
Mr. Spitzer (BI, May 8), sources
note.

At the same time, Mr. Cuomo's

office also likely will oversee the
contingent commission curtail-
ment provisions Mr. Spitzer
reached with several insurers.

Under those provisions, various
insurers agreed to stop paying con-
tingent commissions for any line,
product or segment of business if
insurers that represent 65% of the
gross written premiums on that
line were not paying such commis-
sions or were to reach similar settle-

ments. The attorney general's office
is charged with determining
whether the 65% threshold has

been met on any line and to notify
the affected insurers.
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INDUSTRY MILESTONES

Major insurance-related events during the tenure ofNew YorkAttorney General
Eliot Spitzer

October 2004: Mr. Spitzer files fraud and antitrust charges against Marsh &
McLennan Cos. Inc.

LANOOV

Eliot Spitzer unveiled bid rigging and oth-
er charges against insurers in October
2004.

MARCH 2005: Maurice R.

Greenberg steps down as CEO of
American International Group
Inc. amid increased scrutiny by
Mr. Spitzer concerning Mr.
Greenberg's role in a finite
reinsurance deal.

April 2005: Willis Group

Holdings Ltd. settles steering
allegations by Mr. Spitzer for
$50 million.

May 2005: Mr. Spitzer sues
AIG, Mr. Greenberg and former
AIG Chief Financial Officer

Howard I. Smith, charging them
with orchestrating fraudulent
transactions to manipulate the
insurer's financial results.

FEBRUARY 2006: AIG agrees
to pay $1.6 billion to settle civil
fraud charges brought by Mr.
Spitzer and others.

MMC replaces Jeffrey W.
Greenberg as chief execu-
tive officer with Michael G.

Cherkasky, former CEO of
MMC's Marsh Kroll consult-

ing unit. That move, along
with MMC's adoption of new

business procedures, a full
examination of potential pri-

or wrongdoing and a pledge
of restitution to those

harmed, permits "Marsh
and this office to move for-

ward toward a civil resolu-

tion of our lawsuit," Mr.

Spitzer says.

JANUARY 2005: Mr.

Spitzer settles charges with
MMC for $850 million.

MARCH 2005: Mr. Spitzer
simultaneously sues and
settles fraud and anti-

competitive practices
charges against Aon Corp.
for $190 million.

W 4/
LANDOV

Jeffrey W. Greenberg, former CEO of
Marsh & McLennan Cos. Inc.

MARCH 2006: Zurich Financial Services Group Inc. agrees to pay $153 million
to resolve allegations of bid rigging and improper use of finite reinsurance
brought by Mr. Spitzer and other officials.

APRIL 2006: ACE Ltd. agrees to settle charges of bid rigging and finite
reinsurance-related charges by Mr. Spitzer

MAY 2006: Mr. Spitzer sues Liberty Mutual Group Inc., alleging steering and
bid rigging.

LANDOV

Maurice R. Greenberg, former CEO of

American International Group Inc.

MAY 2006: Hartford

Financial Services Group Inc.
agrees to pay $20 million to
settle charges from Mr.
Spitzer and others over its
compensation of brokers
placing group annuity
business.

AUGUST 2006: St. Paul

Travelers Cos. Inc. agrees to

pay $77 million to settle bid-
rigging and other charges
leveled by Mr. Spitzer and
others.

NOVEMBER 2006:

UnumProvident Corp. agrees
to pay $17.4 million to settle
charges by Mr. Spitzer and
others over its

compensation practices.
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executive officer of Max Re Capital
Ltd. Mr. Becker was installed as

acting chairman and CEO by Max
Re's board of directors following the

departur.3 late last month of Max Re

founder Robert J. Cooney, who

stepped down from the helm of the

reinsurer in the wake of a reopened

probe into the company's

accountlig of two finite risk
contracts. Mr. Becker-a director at

Hamiltor. Bermuda-based Max Re

since April 2004-previously served
as chairman and CEO of Bermuda

insurer Trenwick Group Ltd., and led

the runo-f for LaSalle Re Holdings
Ltd.

AmWINS plans
$115 million IPO

AmWINS Group Inc. will seek to raise
as much as $115 million in an initial

public of'ering of common stock, the

nation's Brgest wholesaler said in a

Securities and Exchange Commission

filing. The Charlotte, N.C.-based
wholesaler is owned by private

equity fii m Parthenon Capital L.L.C.

and AmWINS employees. Specifics

of the IPO were not disclosed,

althougf AmWINS said it is seeking
to list its stock on the New York

Stock Exchange under the symbol
"AGI."

Optiois probe delays
UnitedHealth report

UnitedHealth Group Inc. has delayed
filing its :hird-quarter earnings
report with the Securities and

Exchange Commission due to

lingerinc uncertainty over potential

earnings charges related to a stock
options probe. While the Minnetonka,
Minn.-based insurer said it has

substant-ally completed its internal

analysis of a report that found
several stock option grants awarded
to comp,ny executives were

backdated, the company is nct yet
able to cetermine the final amount of

charges :o be included in resulting
financial restatements. The insurer,

though, expects that a restatement

of several years of financial results

could rejuce earnings by more than
the $286 million that was estimated

previously, according to an SEC
filing.

i

Starr renames

marine agency
C.V. Starr & Co. Inc. has renamed its

marine insurance unit to fit under

the Starr companies' banner.

Effective immediately, American

International Marine Agency of New
York Inc. will be known as Starr

Marine Agency Inc., New York-based
Starr said in a statement.

Liberty Mutual gets
Vietnam license

Liberty Mutual Group Inc. has been

given a license by the Vietnam

Ministry of Finance to operate a

wholly owned general insurance
company in the country, accord-ng
to the insurer. With the license,

Liberty Mutual will operate a general

insurance company that provides

property, liability, marine cargo and

commercial auto coverage to snail

and midsize enterprises throughout
Vietnam, as well as personal lines

insurance. The insurer opened its

first representative office in Hanoi in
2003.

PBGC sets date for

penalty waiver rule

The Pension Benefit Guaranty
Corp.'s final rule providing policy

guidance on premium penalty
waivers will take effect Dec. 18. The

agency can assess penalties when

premiums are not paid on time,

though it can waive the penalties if it
determines there is "reasonable

cause" for the late payment. The
rule, which provides guidance on

what constitutes reasonable cause,

states that, in general, reasonable
cause exists when the failure arises

from circumstances beyond the

payer's control or the payer could

not avoid the failure by exercising
ordinary business care and
prudence.

Fairfax seeks sale

of Odyssey Re shares

Odyssey Re Holdings Corp. has filed
a registration statement to sell up to
9 million of its common shares in a

secondary offering. The Securities
and Exchange Commission filing was
made at the request of Stamford,

Conn.-based Odyssey Re's parent

and majority shareholder, Fairfax
Financial Holdings Ltd., Odyssey Re
said in a statement. Under the

proposed share offer, Odyssey Re
will not receive any proceeds from
the sale, and Fairfax will continue to

own a majority of the reinsurer's
shares.

Calif. high court to hear
differing comp decisions

By ROBERTO CENICEROS

SAN FRANCISCO-California's Su-

preme Court will hear two conflict-
ing appeals court decisions on the
apportionment of permanent dis-
ability benefits following workers
compensation reforms adopted in
2004.

The reform measure required
changes in the apportionment of
permanent disability injuries.

In Kenneth Welcher vs. Workers

Compensation Appeals Board, Califor-
nia's 3rd Appellate District Court in
Sacramento ruled Aug. 31 that
in light of the reforms signed into
law by California Gov. Arnold
Schwarzenegger, the Workers Com-
pensation Appeals Board correctly
ruled on the calculation of perma-
nent disability for claimants in four
consolidated cases.

But just one day earlier, in the
case of Sta,1 Brodie vs. Workers Com-

pensation Appeals Board, the San
Francisco-based 1st Appellate Dis-
trict Court rejected the WCAB's
apportionment of permanent dis-
ability cases.

Claimant attorneys, employers
and the California Division of

Workers' Compensation all called
for the California Supreme Court to
resolve the issue.

The high court announced last
week that it would hear the cases,

but did not provide a specific date
for the hearings.

Apportionment impacts benefit
award levels because it addresses

how the percentage of permanent
disability is calculated for a current
injury when an employee has suf-
fered a previous permanent disabili-
ty injury.

Avian flu advice updated
By MARK A. HOFMANN

WASHINGTON-The Occupational
Safety and Health Administration
last week issued a new safety and
health guidance for employers
and employees regarding avian
influenza.

The guidance, available at
www. osha.gov, updates a guidance
issued in 2004. It provides separate
recommendations for poultry work-
ers and workers who handle other

animals. It also provides recom-
mendations for laboratory employ-
ees, health care personnel, food
handlers, travelers and U.S. employ-
ees stationed overseas.

The guidance's primary focus is

on good hygiene, including use of
gloves and hand washing, as well as
respiratory protection for those who
work with infected animals or indi-

viduals.

The guidance also provides links
to Web sites with relevant informa-

tion about the disease.

"We encourage employers and
employees who are most likely to be
exposed to avian flu to take the
appropriate precautions, ' said
OSHA Administrator Ed Fouake in a

statement announcing the new
guidance. "This guidance offers
them practical tips such as hand
washing and the use of proper pro-
tective equipment, for preventing
illness."

TRIA: Action likely soon
CONTINUED FROM PAGE 3

examine natural catastrophe risk
policy during the new Congress.

"All of these issues are high on
the Financial Services list," said Rep.
Moore during brief comments last
week at a seminar on insuring catas-
trophic risks sponsored by Wash-
ington law firm Wiley Rein & Field-
ing L.L.P. and the University of
Connecticut School of Law.

The legislative director for Rep.
Paul Kanjorski, D-Pa., who is likely
to chair the committee's subcom-

mittee that deals with insurance

issues, fleshed out Rep. Moore's
comments.

"One of the biggest things" is
the federal terrorism insurance

backstop, said Todd Harper. "We
want to do this right away" and not
wait until the expiration deadline
looms,

Mr. Harper noted that there is a
growing interest among lawmakers
in creating a permanent solution to
the terrorism insurance issue rather

than extending a short-term pro-
gram repeatedly.
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K You'll be associated with a highly informative online event bringing together
noted panelists and Blk editors to discuss the most pressing jssues.

For branding and lead generation opportunities, e-mail:

Advertising@Businessinsurance.com
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Up-to-the-minute dam forail 82
companies that comprise the
BI Stock Index can bejound at
www.BusinessInsurance.com.
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140110

LARGEST GAINS

Gainsco Inc.

Fairfax Financial

Tower Group Inc.

SCPIE Holdings Inc.

SCOR S.A.

LARGEST LOSSES

Meadowbrook Insurance

Navigators Group Inc

HCC Insurance Holdings

AEGON N.V

CNA Surety Corp

Source: Financial Content Inc.

http·/#inancialcontentcom

1.17

1.47

1.93

18.48%

14.82%

6.87%

6.35%

6.14%

-7.60%

-2.61%

-2.07%

-2.04%

-1.96%



Waltzing:
3 steps to
heart health
The way to a man's heart may be through his
feet.

In fact, dancing a waltz may pump as
much oxygen into the bloodstream as other
forms of exercise, according to a study by an
Italian cardiologist.

To test this theory, Dr. Rumualdo Belar-
dinelli, director of the Cardiac Rehabilitation
Unit of the Lancisi Heart Institute in Ancona,
Italy, monitored the progress of 89 male
patients and 21 female patients.

The patients were divided into three
groups: Forty-four were assigned to a stan-
dard gym-based exercise routine three days
per week for eight weeks; a second group of
44 patients danced, alternating between slow
and fast waltzes lasting 21 minutes each,
three times a week for eight weeks; the third
group of 22 patients did no exercise.

As he suspected, cardiopulmonary fitness
increased at similar rates in those who did

routine exercises and those who danced, with

dancers experiendng slightly greater benefits.
In particular, oxygen consumption increased
16% among the exercisers and 18% among
the dancers. Individuals' anaerobic thresh-

old-the point above which muscles
fatigued-increased 20% among the exercisers
and 21% among the dancers. Meanwhile,
there was no improvement in the patients
who did no exercise.

But Dr. Belardinelli believes the secret is

not so much in the waltz movements

themselves, but rather, the general
appeal of the activity, which makes
it less likely patients will get bored
and hang up their dancing
shoes.

"Patients with heart prob-
lems have a very poor
record when it comes to

keeping up a program of
physical exercise," Dr.
Belardinelli said in a

presentation given at
a recent American

Heart Assn. meet-

ing in Chicago,
according to a
printed copy of
his remarks.

"We need

something that
captures their
interest and

enthusiasm,"
he said.

Dancing offers
cardiovascular

benefits that

rival some other

forms of exercise,
a study has
found.

Contributing: Regis Coccia, Lousie
Esola, Rupal Parekh, Joanne Wojcik
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Borat' suit offe rs

sobering lesson
The box office hit "Borat" isn't so funny to two fra-

ternity brothers who had starring roles in the satirical
mockumentary as drunken students with harsh opin-

ions about women and minority groups. The duo is now
suing the film's creators.
According to a lawsuit filed Nov. 9 in California Superior
Court in Santa Monica, the men claimed they were

tricked by the filmmakers into being a part of what
they were told would be a documentary that would
not be aired in the United States. The suit states

that the men were provided alcoholic drinks in
excess to "loosen up" and then given releases to sign

before being filmed.
The suit states that, as a result of the film, the fraternity brothers

have suffered "humiliation, mental anguish, and emotional and
physical distress, loss of reputation, good will and standing in the
community." They are seeking judgments against four California-
based film production companies for lost income and earning „
potential as well as punitive damages. They also are asking to be
cut out of the film and the film's promotional campaigns.

The defendants are One America Productions, Everyman Pic-
tures, Gold/Miller Productions and 20th Century-Fox Film Corp.

The suit is reportedly the first against makers of the film,
"Borat: Cultural Leamings of America for Make Benefit Glorious
Nation of Kazakhstan," starring and created by British comedian
Sacha Baron Cohen. Others, including the residents of the small
Romanian village of Glod and a Turkish man claiming that Mr.
Baron Cohen's character is based on him, have told the media

they intend to seek legal action against the film's creators.
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Greenberg; **3
interested ***: q

in going*]S«*1:.
to press ..(.

| Longtime insurance industry executive
Maurice R. Greenberg may be making
headlines once again. Literally.

The former chairman of American

' International Group Inc. and now head of the
C.V. Starr agencies is reportedly mulling a bid
for media conglomerate the Tribune Co.-the
parent company of 11 daily newspapers, 1

including the Los Angeles Times and Chicago 
1 Tribune; more than 20 television stations; and

the Chicago Cubs baseball team.
Other interested bidders include billionaires

 Eli Broad and Ronald Burkle, as well as
newspaper chain Gannett Co., media reports 

1 said.A spokesperson for Mr. Greenberg would 
say only: "Mr. Greenberg is exploring several

» options regarding media companies."

No alternative

but litigation
Sometimes even alternative dispute resolution
firms go to court.

White Plains, N.Y.-based Cybersettle Inc. last
week won summary judgment in a patent
infringement case in New Jersey federal court
against the National Arbitration Forum. Cyber-
settle developed and patented an online, blind-
bid system that sides in a dispute can use to
reach finandal settlements quickly.

Minneapolis-based NAF used an
online tool in administering New

Jersey's no-fault automobile insur-
ance personal injury system that

> «.- infringed on the patent, accord-
ing to court documents.

"Cybersettle's stated policy is
that we always attempt to resolve

disputes out of court. Suffice it to
say, we attempted to pursue that"

with NAF but were unable to resolve the

matter, explained Charles Brofman, president
and CEO of Cybersettle. "Obviously, we are
firm believers in alternative dispute resolu-
tion," he said. "We've been faced with patent
infringement before, but this is the first time
we've had to go to court to settle it."

NAF said in a statement that it ceased using
versions of its tool that infringed the patent
and is considering whether to appeal.
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