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Are you ready to navigate your business
through a major property loss?

Ask Aon.

When faced with a complex property

loss, every minute counts. Global Rapid

Response is Aon's innovative network

of 1,000 professionals that ensures the

experts you need - risk engineers, claims

consultants, forensic accountants, and

attorneys - are immediately working

on your behalf at the loss location to

initiate emergency procedures, expedite

the claim process, mitigate your loss

and minimize your business disruption.

Go to www.aon.com/ask and get ready

to respond.

Download our full perspective
at www.aon.com/ask to learn

more about managing a major
property loss.

AON
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GROCERY CHAIN FIGHTS INSURER

OVER MULTIPLE INJURY TRIGGER

FOR COMP CLAIMS / PAGE 3

In Brief
Ironshore acquires
U.S. shell company

Ironshore Inc.'s U.S. subsidiary,
Ironshore Holdings (U.S.) Inc., has
acquired Stockbridge Insurance
Co., a Minnesota-based admitted

insurance company, from
Folksamerica Reinsurance Co.

The deal will provide the
renamed Ironshore Indemnity
with licenses in 46 states plus
the District of Columbia.

Ironshore Indemnity will be the
admitted insurer for the

Hamilton, Bermuda-based

Ironshore's U.S. operations,
which currently consist of the
IronPro and IronBuilt divisions.

Earlier last week, Ironshore said
it had been approved to offer
property/casualty insurance on
excess and surplus basis for risks
in Louisiana.

Greenberg seeks talks
on 'direction' of AIG

American International Group
Inc.'s former longtime chief,
Maurice R. Greenberg, is calling
for discussions with stockholders

and third parties concerning the
insurer's "performance and
strategic direction." In a filing
Friday with the Securities and
Exchange Commission, Mr.
Greenberg-a significant
shareholder in AIG who now

heads C.V. Starr & Co. Inc.-said

he and others "anticipate holding
discussions with stockholders

and third parties that may
address a number of issues,
including without limitation, their
respective views on (AIG's)
business and prospects, the
suggested disposition of certain
of its operations investment
opportunities and concerns
over the direction of (AIG)

generally." A spokesman for AIG
had no immediate comment late

Friday.

See IN BRIEF page 43
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New York Attorney General
Andrew Cuomo last week

announced an agreement with
CIGNA Healthcare that requires
the insurer to revise its doctor

ranking program in the state.

REP. BARNEY FRANK

REVEALS TRIA EXTENSION

PROPOSAL / PAGE 3

AP PHOTOS

CIGNA could set trend

with doctor ranking deal
Rating will emphasize
quality considerations
in addition to pricing

By JOANNE WOJCIK

NEW YORK-CIGNA Healthcare's

agreement with the New York
Attorney General Andrew Cuomo's
office to revamp its doctor ranking
program may become the standard
for similar programs at other health
insurers.

The agreement, which was
revealed last week, came three
months after Mr. Cuomo launched

an investigation into health insur-
ers' doctor ranking programs, con-
cemed that the programs might
steer members to physicians based
on price rather than quality.

Under the agreement, Bloom-

field, Conn.-based CIGNA will
ensure that its rankings include
established national standards to

measure quality in addition to cost,
and to disclose to consumers and

physicians how the rankings are
determined, breaking them down
by cost, quality and when a com-
bined score is given, what propor-
tion is based on cost vs. quality. The
insurer also agreed to submit to out-
side oversight (see related box).

Although a deadline for publish-
ing the new doctor rankings was
not set, CIGNA officials said they
expect to have something available
by early 2009. In the meantime,
current rankings, which CIGNA
asserts "always included both quali-
ty and cost" factors, will continue to
be made available to plan members
until the new rankings become

See RANKINGS page 41
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TRADE BILL COULD EXPAND

ELIGIBILITY FOR COBRA HELP,
SIGNAL MORE CHANGE / PAGE 3

Failed insurer saga
shows wider woes
-New state liquidation chiefvows change

$5

By DOUGLAS McLEOD Peters' predecessor is now awaiting
trial on corruption charges-and

NEW YORK-Union Indemnity which has been faulted for the

Insurance Co.'s collapse was one of glacial pace of its work.
the more spectacular insolvencies of Mr. Peters, in an interview, ticked

its day, but many peo- off the problems he

ple may not remember found after joining
that far back. the bureau from the

lt was 1985: Ronald New York Attorney

Reagan was president, General's office in

Microsoft Corp. had April: deficient sys-
just introduced its first tems for tracking and
version of Windows, collecting reinsur-

and the current head of ance, the lack of an

the New York Liquida- outside audit of itstion Bureau, Mark G.  operations and a gen-
Peters, was an under- eral sense of "inertia"

graduate at Brown Uni- that contributed to a

versity. 'It was an entire failure to move liqui-
Twenty-two years lat- dations forward.

er, Union Indemnity is entity with a culture "It was an entire

back in the news. Mr. of not getting things entity with a culture
Peters, who took over of not getting things
the Liquidation Bureau done.' done," he said of the

seven months ago, sub- Mark Peters,
bureau. "It was run

mitted the first public New York Liquidation
more like a corner

report on Union's finan- Bureau
candy store."

cial condition to a New Mr. Peters has

York court last month I responded by bringing
and proposed making in new senior staff and

the first distribution to taking various steps to
creditors since the liquidation improve the bureau's performance.
order. "In 18 months, this place will be

Aside from being milestones for unrecognizable," he promised.
Union Indemnity, the actions may Whether he succeeds remains to

also be a sign of change at the Liq- be seen. State guaranty fund offi-
uidation Bureau, which has long cials, who have waited more than

been troubled by complaints of
poor management or worse-Mr. See LIQUIDATION page 42

Aon to cut 2,700 staff in latest restructuring
Analysts expect cost-cutting e#orts will help brokerage's projits during so#ming market

By SALLY ROBERTS

CHICAGO-With its three-year
restructuring program nearly com-
plete, Aon Corp. last week said it is
embarking on another, similar
restructuring effort that will cost the
brokerage $360 million and elimi-
nate 2,700 employees.

Word of the new cost-cutting
effort came as the Chicago-based
brokerage posted better than

expected third-quarter results and
was met warmly by shareholders.

Analysts said Aon's latest restruc-
turing, while a bit surprising,
appears to be the next step in efforts
to expand its margins and drive
shareholder value as top-line
growth remains difficult to come by
in the soft pricing environment.

"As we continue to make invest-

ments globally to better serve our
clients, we remain equally commit-

ted to improving operational excel-
lence," Aon President and Chief
Executive Officer Greg Case said in
a statement announcing the latest
effort. "This restructuring plan has a
similar approach to that of our 2005
restructuring plan, which has had
very positive results. We are contin-
uing efforts to simplify our complex
organization and eliminate expense
that does not contribute directly to
our ability to efficiently deliver val-

ue-added products and services to
our clients."

As part of the plan, Aon said it
will lay off 2,700 predominantly
non-client facing employees and
either outsource or offshore 1,100
of those positions. It also plans to
further consolidate human

resources, finance and information
technology functions around the

See AON page 43
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On the Web

4 fir Multiple injury claims trigger court battle
Selfinsured employer involving multiple inlunes to one a decade prior to 2005, Albertsons' filing

worker, some observers say. excess workers comp insurers inter- Risk management observers say,

..1 .4../6 says excess insurer The case stems from a lawsuit preted "loss" and "occurrence" con- however, that it is customary prac-

B/VIDEO
ftled by Supervalu, which owns the sistent with workplace Injury claim tice under the workers comp sys-

shuns accepted practice Albertsons grocery chain and other settlement practices under Califor- tems for employers and their insur-
Re Views features retail operations The company said nia's workers comp system, the law- ers to handle multiple inlury claims
Aon's Ted Devine By ROBERTO CENICEROS its excess insurer in 2005 began suit claims. Under that practice, from a single claimant under a sin-

insisting that multiple mlunes con- related inlunes to a slngle worker gle master ftle
Reinsurance Industry leaders LOS ANGELES-A self-insured tributing to a single permanent and could be combined for purposes of Cumulative trauma cases, for
discuss trends in Re Views, a employer is involved in a legal fight stationary determination under settling a claim. example, are settled as a single
series of video interviews at Wlth its excess workers compensa- California's workers comp system But Continental Casualty Co, a claim when a single disability rating
Bus/ness/nsurance com. In the tion Insurer over the insurer's should be counted as separate Chicago-based unit of CNA, said is issued for all combined claims,
latest interview, Aon Re Global attempt to stop what the employer occurrences for the purpose of Supervalu wants to shift "large por- they say
CEO Ted Devine discusses how says is a common method of set- exhausting Supervalu's self-insured tions of its self-insured exposure" The practice occurs when a
insurers are making the most of tling multiple injury claims retention and triggering excess cov- onto Continental claimant has multiple inlunes over

reinsurance and the capital The dispute between Eden Prairie, erage. Continental's policy language time, often to the same or related
markets View the new video at Minn -based Supervalu Inc and its CNA filed a motion for summary states that lt W111 indemnify body parts, and a doctor determines
Businesslnsurance.com/ insurer, a unit of CNA Financial ludgment in the Los Angeles case Supervalu only when each occur- the claimant's injury is permanent
video Corp, could significantly raise the late last month. rence exceeds the policyholder's

trigger for excess coverage of claims To trigger coverage for more than retention, according to CNA's court See COMP page 41
8/ PHOTO GALLERIES

PCI conference photos
available online Trade Dill would extend House lawmaker floats
A photo gallery featuring
pictures taken at this year's
Property Casualty Insurers Assn.
of America meeting In Boston Is COBRA cover subsidies TRIA extension proposal
available online at

www Bus,nessinsurance com/

gallery. Enjoy the memories of Measure could signal
Says tempomryjix would aid negotiation

this and other events or submit COBRA SINCE 1986
your own photos. more changes ahead By MARK A. HOFMANNHow Congress has expanded the Consol-

idated Omnibus Budget Reconcihation
QUESTIONS & ANSWERS for health cover plan Act WASHINGTON-Supporters of a fed- f- .-.I *'

0&A podcasts feature
eral terrorism insurance backstop

By JERRY GEISEL
1986: Landmark COBRA law enacted

tort reform pros, cons allowing former employees and between the House and Senate
dependents to continue group health

The differing opinions on tort WASHINGTON-Employees who lose approaches to the issue can be
care coverage. Former employees can

reform expressed by reform their pbs due to foreign competi- buy COBRA coverage up to 18 months
worked out before a key House *7* 1 S /1

advocate Sherman Joyce and tlon and older pension plan partici- member introduces a bill asking forafter losing group coverage. Surviving
opponent Joanne Doroshow on pants whose plans fail would or divorced spouses can obtain
page 30 of this issue can be receive bigger health insurance pre- coverage for 36 months. The premium in an effort to reach a compromise
heard via podcasts available at mium subsidies under trade legisla- is 102% of the group rate. House Financial Services Com- 5
www Businessinsurance.com/ tion approved by the House last mittee Chairman Barney Frank, D- 1  
QandA. week 1989: Disabled former employees Mass, offered that proposal during

MICHAEL MARCOTTE

The measure, H R 3920, also given the right to buy an extra 11 an address at the Property Casualty
Rep. Barney Frank, D-Mass., says
the U.S. House could force the Sen-

8/ DIRECTORIES would expand the number of peo- months of COBRA coverage by paying Insurers Assn of Amenca's annual ate to compromise on terror cover.

Rent-a-captive ple eligible for the subsidies and a premium equal to 150% of the meeting in Boston last week He
would increase the length of time group rate. said he wants that option to be

directory updated certain beneficianes could use those
1989: Employees with pre-existing

available to prolong negotiations won't, because all you have to do is
Business /nsurance has updated subsidies to partially offset the cost conditions are allowed to retain

should the Senate send a bill to the pass (this extension bill) and we'11
Its rent-a-captive facilities and of COBRA health care continuation COBRA coverage even after they are House that he considers inadequate. see you between now and April "
policyholder-owned alternative coverage purchased from their for- covered under a new employer's There are several key differences Insurance industry supporters of
risk facilities directories for mer employers health plan. between the House-passed and Sen- the backstop reacted cauttously to
2007. Both are available online The heart of the measure, ate versions of TRIA, Including the Rep Frank's proposal.
and can be purchased for approved on a 264-157 vote, would 1990: States allowed to pay COBRA length of the extension, the pro- "It's a tough call for the industry
download in either PDF or Excel provide an 85% tax credit-up from premiums on behalf of low-income gram's trigger and the lines of cover- because most of us prefer the House
spreadsheet format. Go to the current 65% credit-that eligi- workers and dependents eligible for age involved. For example, the Sen- bill, and we would like to see the
www Bus,ness/nsurance com/dir ble employees could apply toward Medicaid. ate bill, which recently passed the regular order of a conference," said
ectories. their health insurance coverage Banking, Housing and Urban Affairs Joel Wood, senior vp-government

1994: Employees in military reserves
The health coverage tax credit can Committee, would extend the back- affairs at the Council of Insurance

who are called to active duty
*:sd i ' offset the cost of coverage in a van- stop program for seven years, while Agents & Brokers in Washington

S permitted to buy COBRA-like
ety of health insurance plans, the House-passed version calls for a "But we also have the experience of

* Business Insurance® coverage from their employers.
including COBRA continuation 15-year extension of the program, two previous iterations of TRIA, and

1*
REPORTING ON CORPORATE RISK coverage. 2002: Employees who lose thetrjobs which expires Dec. 31 In addition, I thinkthe Senate Banking Commit-

AND EMPLOYEE BENEFIT
MANAGEMENT NEWS

Under current law, the require- due to foreign competition entitled to the House bill, which President tee is a very collegial committee and
s ment that eligible beneficiaries pay federal COBRA premium subsidies. Bush said he would veto, would add once they find where their cridcal

Business Insurance (ISSN 0007-

6864) Vol 41, No 45, ts published 1 35% of the premium is the main group life coverage to the program, mass is, they generally stick to it. I

weekly by Crain Communications } reason few use the HCFC, legisla- 2007: Congress considers trade while the Senate bill would not still remain bullish that a compro-

Inc, 360 N Michigan Ave, Chicago, 5 tors say In a typical month, less legislation to allow employees who Rep Frank had critical words for mise will emerge, but I am increas-
B Ill 60601-3806 Periodicals postage than 10% of the 250,000 people eli- lose their jobs due to foreign

is paid at Chicago and at additional *
the Senate's approach. "They pass a ingly pessimistic that December will

5 -i-R=,9% '.*94
mailing offices POSTMASTER Send m gible for the HCTC use it

competition to keep COBRA coverage bill and they come to us and they be a chaotic month for policyhold-
address changes to Business Insur- Another change in the legislation

beyond the 18-month cutoff. say. 'We were barely able to do this, ers and their brokers," Mr Wood
ance Circulation Department, 1155
Gratiot Ave Detroit, Mich 48207- W11 would increase the number of peo- and if you make us change it, the said

2912 $5 a copy and $97 a year in the S ple eligible for the HCTC Under whole thing wlll fall apart,"' he said. "A lot of the concern in the poli-

U S $130 in Canada and Mexico 3 current law, the primary beneficiary He characterized as "the strength of cyholder/brokerage community is
(includes GST) All other countries, m

$230 a year (includes expedited air %
loses the HCTC when he or she gibility for the HCTC weakness" such a tendency to pass that certainty is perhaps the most

delivery) Canadian Post Internation- i becomes eligible for Medicare If the The measure also would allow bills "that are better than nothing important element of the federal
al Publications Mail Product (Canadr  pnmary beneficiary has a younger employees who meet certam criteria but not as good as they should be " backstop and that's why we were so
an Distribution) Sales Agreement No <
40012850, GST No 136760444, ! spouse, the spouse cannot take to continue to receive COBRA cov- If an agreement is not reached by pleased to see the Senate compro-
Canadian return address 4960-2

Walker Road, Windsor, ON N9A6J3 though he or she is not yet eligible eligibility period runs out. Frank said when senators say "you Mll create a better environment
Printed in USA Copyright © 2007

advantage of the HCTC even erage after the normal 18-month the end of the legislative year, Rep mise at seven years, because that

for Medicare. The House bill would Under the current trade law, have to accept our version without where prolects can move forward,
by Crain Communications Inc end this problem by allowing change or the programs will expire,

, · employees' dependents to retain eli- See COBRA page 40 my answer Mll be· 'Oh, no, they See TRIA page 40
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U.S. NAVY PHOTO

Members of the USS James E. Williams board Korean cargo ship Dat Hong Dan
last week to render medical assistance folldwing a pirate attack near Somalia.

Pirate attacks like the one that

occurred last week on the North

Korean cargo vessel near Somalia
are generally covered by the marine
insurance market.

Whether piracy is a covered peril
under a marine hull or cargo policy
or a separate war risk policy, howev-
er, depends on the market and
forms placed, experts say.

In last week's attack, the crew of
the Dai Hong Dan regained control
of their vessel after fighting with
pirates who seized the bridge of the
ship. Three crew members were
injured and two pirates were killed
and five others captured, according
to the U.S. Navy, which provided
medical assistance and other sup-
port to the crew.

Attacks increase

The attack is part of a recent surge
of pirate incidents that comes after
several years of decline (see story,
page 42).

"Piracy does remain a very real
and potentially severe loss in the
shipping world," said Martin
McCluney, a managing director in
the marine and energy division of
Marsh Inc. in New York. "The prin-
cipal areas of concern are in the
Horn of Africa, the South China
Sea and the Straits of Malacca;

that's where most of the high value,
high severity commercial losses
occur."

But while the risk is real, the
number of pirate attacks remains
small, said Gary Moore, a New York-
based principal in the marine prac-
tice of Integro Ltd.

Pirate attack on ship
part of recent surge

.

Risk remains smalt

marine hul4 cargo

and war policies cover
By SALLY ROBERTS

Don't get me wrong, it is a major
issue, but if you look at the stats of
the pirate attacks in any one year
worldwide and compare it to the
number of ships there are and the
navigation of the vessels, it is very
small," he said.

According to the ICC Interna-
tional Maritime Bureau, there were

239 pirate attacks against ships in
2006.

But piracy has become more
sophisticated since the days when
most pirates were simply after cash.
Today's pirates, often armed with
automatic weapons, approach ships
by speedboat, with the goal of
holding crew and vessels for ransom
or stealing valuable cargo, they
say.

As a result, the outcome of a

pirate attack is "far more worrying"
today, said Neil Smith, senior man-
ager-underwriter at the Lloyd's Mar-
ket Assn.

The marine insurance market is

prepared to handle the risk of pira-
cy, but how it is underwritten
depends on the market, experts say.

In the U.S. and Norwegian
marine markets, for example, piracy
risks are excluded from hull clauses

and instead are covered under sepa-
rate hull war risk policies, which
also cover terrorism risks, experts
say.

Under the war risk policy, marine
underwriters have the ability to sep-
arately rate piracy risks and do so
based on a predetermined list of
high-risk sea areas published by the
Joint War Committee of the Lloyd's
Market Assn., they say. Ship owners
must notify their underwriters
every time they are traveling
through a high-risk area and the
underwriters will charge an addi-
tional premium for each trip, which
can be considerable, they note.

The hull war risk policy provides

See PIRATES page 42

UnitedHealthcare to pay $775 M
for Fiserv's health businesses
Insurer says purchase
will boost PBM,

managed care base
By JEFF CASALE

and DAVE LENCKUS

MINNETONKA, Minn.-UnitedHealth

Group Inc. unit UnitedHealthcare
has agreed to acquire Fiserv Inc.'s
health-related businesses for $775

million in cash.

The deal includes Fiserv Health

Plan Administration, a third-party
administrator of self-funded health

plans; Fiserv Health Specialty Solu-
tions, which includes a subrogation
and overpayment recovery organi-
zation and a claim repricing and
data management service; and Fis-

erv Health Plan Management, an
outsourcing service for midsize
health plans and health care payer
organizations.

In addition, UnitedHealthcare
will acquire Innoviant Inc., a pre-
scription benefits administrator;
Innoviant Pharmacy, a prescription
mail-order service; and Avidyn
Health, a care management compa-
ny.

Brookfield, Wis.-based Fiserv

Health reported that the health-
related business produced net rev-
enue of $303.5 million for the first
nine months of 2007.

Minnetonka, Minn.-based Unit-
edHealthcare said it will retain the

3,200 Fiserv employees currently
working in the sales-related busi-
nesses.

According to a spokesman for

UnitedHealthcare, Fiserv's Inno-
viant will reinforce UnitedHealth-

care's pharmacy benefits manage-
ment business and overall, Fiserv's

Health Specialty businesses will add
to the managed care company's
products and services base.

The transaction is expected to
close in late 2007 or the first quarter
of 2008, subject to regulatory
approvals and closing conditions,
according to a statement released by
both companies. Fiserv expects to
receive approximately $475 million
of net transaction proceeds.

Meanwhile, Fiserv Inc. faces a
lawsuit stemming from the compa-
ny's 2001 purchase of a health care
claims administrator and stop-loss
provider.

See FISERV page 43

Supply chain insurance can fill gaps
in business interruption cover: Panel
Wider protection
helps organizations
cope with disruptions
By KRISTIN GUNDERSON HUNT

ITASCA, 111.-Business interruption
coverage only goes so far in protect-
ing a company from catastrophic
losses, and risk managers should
consider additional insurance to

cover serious disruptions in their
operations, according to a panel of
brokers.

Among other things, business
interruption insurance is limited in
that it requires a direct physical loss,
has defined policy wording that is
somewhat limited in scope, and it

can involves a long and complex
claims process, they said.

To complement business inter-
ruption coverage, companies
should consider insurance for sup-
ply chain problems, they said dur-
ing a session of the Risk & Employ-
ee Benefits Conference and Exhibi-

tion held in Itasca, Ill., Oct. 25-27.
Specifically, they say, trade dis-

ruption insurance covers the finan-
cial consequences of disruption of
supply chains, even when there is
no physical loss or damage to a pol-
icyholder's assets. It covers lost prof-
its along with extra cost.

Such insurance would cover dis-

ruptions such as the destruction of a
supplier's or customer's property;
closure or blockage of transporta-
tion routes; a government blockade

or embargo; third-party strikes; and
insolvency of a key supplier or cus-
tomer, said Ross Norstrom, manag-
ing director for the insurance ser-
vices division of Mesirow Financial

Holdings Inc. in Chicago.
For instance, in the case of third-

party strikes, trade disruption insur-
ance would cover the extra costs for

a contingency plan and lost rev-
enue. In the case of key supplier or
customer insolvency, it would cover
the extra costs involved in changing
suppliers and lost revenue.

Insurers offering the coverage will
want to have an understanding of a
policyholder's supply chain and its
supply chain management. The
insurer will also want to be aware of

See REBEX page 40

Nov. 14 Online Executive Forum

to explore comp terrorism risk
Business Insumnce on Nov. 14 at 11

a.m. Eastern Standard Time will

host a free Online Executive

ForumM on "Workers Compensa-
tion: Protecting People in the Age
of Terrorism."

The threat of terrorism has not

abated since Sept. 11, 2001, and
concentrations of workers in

office buildings present significant
exposures for employers and
insurers in the event of another

attack. A catastrophic loss could
easily result in workers comp loss-
es in the billions of dollars. Attend

this Online Executive ForumiM for

an in-depth discussion of risk man-
agement and insurance issues, ways
to minimize the risk to concentra-

tions of workers, and the latest sta-

BUSINESS INSURANCE

ONLINE EXECUTIVE FORUMS

tus of the TRIA backstop, among
other issues.

Panelists for the Nov. 14 webcast
are:

David R. Holmquist, chief operat-
ing officer of the Los Angeles Uni-

fied School District.

Mark J. Noonan, managing
director and workers compensa-
tion practice leader at Marsh Inc.

Richard L. Thomas, senior vp
and chief underwriting officer,
Domestic Brokerage Group, at
American International Group
Inc.

BI Senior Editor and Western

Bureau Chief Roberto Ceniceros

will moderate the interactive pan-
el discussion.

The webcast will feature an

interactive question and answer
period for the live audience. To
register for this Online Executive
ForumiM as well as view archived

prior webcasts, please visit
www.Businessinsurance.con*ebinars
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Yes, there's a Property insurer that's as responsible as you are.

WORKERS COMP

Whether it's a fire, a theft, or wind damage, Liberty Mutual doesn't just help you recover. We can help you

prepare - with practical strategies that help you improve your disaster preparedness plan or develop one from scratch.

We're relentless when it comes to loss prevention strategies that can help you reduce costly property damage.

And about raising your expectations of what an insurance company can do.

For more information on insuring your business, visit libertymutual.com/business.

© 2007 Liberty Mutual Group.

COMMERCIAL AUTO PROPERTY

ht LibertyResponsibility. What's your policy?IM 1%1
9* Mutual.

GENERAL LIABILITY UMBRELLA GROUP BENEFITS
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"Management wanted the big picture.
The insurer wanted the documentation.

Dempsey, Myers delivered both."

E 3 33 ]EF (S) *Y

e

Business /nsumnce 's Video programming brings you face-to-face

with industry newsmakers.   . 17'.F/ i

We go beyond the headlines. offering insights and information you

can't Ilet anywhere else ... from onsite reports at selected 
industry conferences and key events. to --

one-on-one interviews with senior-level -

execut;ves talking about risk management, ..4 /-'"-.-
benefits management, and the commercial -

insurance marketplace.

. , B-
Tune in now - .

I "-'Ef/CrESIS - ./
• Bl Insight - t

. An interview with CIAB's Ken Crerar ,

. Top Broker Profiles

i Bl Reinsurance Viewpoints -
UPDATED . Interviews with reinsurance industry leaders

WEEKLY 9 9.

www.Businessinsurance.com/Video j  Business Insurance , /
www.Businessinsurance.com  41:

t

Questions
Answers

joseph J. Plumer; chairman and chief
executive officer of Willis Group Hold-
ings Ltd., has been an outspoken
advocate of transparency in broker
compensation. Industry panelists at

4#*tA*

the recent biennial con»ence of the
Federation of European Risk Manage- ma

ment Assns. discussed a special 2.5%
brokemge paynient in the UK mar-
ket, which Willis said it will accept
with clients' permission. Mr. Plumeri
spoke with BI to explain the move.

Beyond transparency
f. What's theissue with the 2.5% We're doing it in the U.K. because
commission in the U.K. market? that's where the imbalance is. That's

where the market has chosen to pay
the 2.5%. We simply had to respond
to the unlevel playing field that was
going on there and the lack of our
clients having the same opportunity.
It was important to consult our US.
clients, not because we're doing it
here but because of the perception
that it has. When they saw us doing it
there, we wanted to explain...how it
occurred....why the market was doing

The U.K market has been paying a
2.5% brokerage on fee accounts. It
creates an unlevel playing field if
some take it and others don't. It

allows our competitors to offer
reduced fees to clients. If the broker-

age commission was available to our
clients, it didn't make sense to us to
leave it in insurers' hands. We had to

reconcile those issues against the
backdrop of our principles. In our
case, this is beyond transparency.
Ws a way of being comfortable
with leveling the playing field
and being able to offer it to our dients
if ifs available. Not only do we tell
them it's available but we also make it

available to them if they choose to
take it. If they don't choose to take it,
and they think we're providing value,
then they can allow us to take it. But
it was silly not to offer it to them. Our
brand of 2.5% brokerage is not simply
that we take it and tell them, it's to
offer it to them, so they can get the
discount if they believe that should
happen. This has nothing to do with
supplemental or contingent pay or
anything else..It's Willis' 2.5% based
upon our prindples and that's the
reason why we're doing it.

0: How have clients reacted to this?

Some clients have said, "OK, take it."
Some have said, "No, we pay you
enough and we don't want you to
take it." We've also had client adviso-

ry meetings in Europe, the U.K. and
in the United States....Our clients feel

comfortable...because it is beyond
transparency. It's transparency plus
permission.

0: Why discuss this in me United States?

Toreadthe unabridged vesion of this (MA
visit www.Business/nsurance.co#QandA

it and why we were consistent with
our prindples...even though it has
noming to do with the U.S. market.

0: What does the 2.5% reflect?

What happens in the U.K is that bro·
kers do the wordings for the con-
tracts. That's...why I was so happy
with contma certainty because John
Tiner and the Finandal Services

Authority took it upon themselves to
say, "Go fix contract certainty,"
which for us at willis means policy
deliverance within 30 days of incep-
tion. The brokers do that, not the
markets. There's obviously a lot of
cost in providing these seivices. Also,
the daims processing is done by bro-
kers in the U.K. In the U.S. the admin-

istrative process is different. We work
with the insurance companies to
make sure th«re doing it responsive-
ly. One of the reasons we came up
with the Wnlis Quality Index was to
measure the carriers on...who is pay-
ing daims under their policies quick-
ly, on a worldwide basis. We have
more control over daim and policy
processing in the U.K. because we do
it ourselves. The system is different.

Where Aon, Marsh stand on U.K. fee
In response to iII requests, Aon Corp. and Marsh Inc. released statements.

Aon stated: "We have had our 2.5% ISB (brokerage service fee) in place on
fee-based business in the U.K since 2001. It was introduced following a com-
mitment" to the Assn. of Insurance & Risk Managers "in 1999 to cease accept-
ing contingent commissions. It is well established with both our clients and the
markets and is fully transparent. Naturally, we review all aspects of our remu-
neration as market conditions change, and while the market has changed sig-
nificantly since 2001, both in terms of regulation and the market cyde, we have
no current plans to change our approach....We make our dedsions based on
what is best for our clients-not what our competitors are doing. Aon will
always look for the best conditions at the best price for its clients."

Marsh stated: "In any discussion around broker remuneration, the key issue
is transparency. Unlike the significant levels of contingent commission still
beingacceptedbymostU.K. brokers, Marsh's dedsion to charge a uniform 2.596
brokerage is fully transparent and disdosed to dients as part of their total cost
of risk We are pleased withthe supportive response...from both the market and
from clients. We...believe it is in the best interests of our dients thatall U.K. bro-

kers should spontaneously disdose all the remuneration they eam."
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PROPERTY I CASUALTY I PROFESSIONAL I SPECIALTY

The XL Insurance companies are chosen every day by more and more of the world's leading businesses for
the strength of our capital, the depth of our expertise, and the breadth of our product offerings. Our
comprehensive product line includes property, casualty, professional and specialty lines such as aerospace,
energy, environmental, equine, and marine.

Solutions are custom-tailored to your needs by our highly-skilled people who provide exceptional
knowledge and responsive service

The XL insurance companies have one or more of the following ratings:
A+ by AM Best, A+ by S&P, Aa3 by Moody's.

INSURANCE
Experience our strength: www xlinsurance.com FUNDAMENTAL STRENGTH - CAPITAL AND PEOPLE
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Employers learning
from Enron's mistake
REMEMBER WHEN EMPLOYERS matched employees' 401(k) plan
deferrals exclusively with company stock and then prevented-for
decades in some cases-employees from divesting the employer
contribution?

Only a few years ago, that practice was widespread. As recently as
2005, more than one-third of employers matched salary deferrals
exdusively with company stock. Of those employers, less than one-
quarter allowed employees to immediately divest the stock in favor
of other investment options offered through the 401(k) plan.

Now, the wheel has turned, and quickly.
This year, according

to a new Hewitt Asso- That kind Ofsituation
dates Inc. survey, less
than one-quarter of is far less likely
employers match

salary deferrals only to happen today.
with company stock
and, more significant- 
ly, more than two-
thirds allow employees to divest that stock at any time.

Why the change? Certainly, new requirements laid down by
Congress have something to do with it. Provisions tucked into last
year's pension plan funding reform law require that employers
allow employees to divest company stock contributed as a match
after three years. Legislation aside, we think employers would have
moved in that direction on their own, though, perhaps not as fast.

Many employers have not forgotten how 401(10 plan design con-
tributed to a retirement savings debacle for Enron Corp. employees.
Enron not only matched salary deferrals with company stock, it
also kept employees locked into those contributions until age 50.

Then, as Enron began to to fail, 401(k) plan participants watched
helplessly as their stock value plunged to virtually nothing.

Thanks to legislation and employer redesign, that kind of sima-
tion is far less likely to happen today. Common sense and fairness
tell us that employees shouldn't be locked into any 401(10 plan
contribution, be it company stock or any other investment option.
We're glad to see that employers overwhelmingly have come to rec-
ognize that.

Union Indemnity a case
of how not to operate
A RECENT DEVELOPMENT in the 22-year insolvency of Union
Indemnity Insurance Co. signals some good news for the failed
insurer's creditors, but the historical facts remain disturbing.

The New York Liquidation Bureau, which has administered the
Union Indemnity estate, has a new head, who says the bureau is
close to making the first distribution to creditors since the insurer
entered liquidation in 1985.

That's right: Zero dollars have been paid to Union Indemnity's
claimants, despite more than two decades in liquidation. More
than 30,000 claims have been filed against Union Indemnity,
though many have been dismissed. The insurer is insolvent by
more than $400 million.

Union Indemnity was denied substantial assets when courts
ruled that evidence of fraud voided the company's ability to recov-
er from many of its reinsurers. Had those contracts been enforced,
the estate could have collected about $200 million. Regardless, it
defies belief that no payments to creditors could be made in 22
years under the bureau's administration.

Whether the New York Liquidation Bureau's prior problems were
caused by ineptitude or corruption-the bureau's former head is
under indictment-we hope the saga of Union Indemnity teaches
important lessons in how not to manage insolvencies in the future.
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Letters

Regular workplace profanity adds problems

TO THE EDITOR: In regard to
"F-bombs in the Office Help Improve
Some Worker Relationships" in the
Oct. 22 issue of Business Insumnce: I

have not read the study, but as a
human resources manager charged
with enforcing policies against pro-
fanity and verbal abuse between
employees, I don't (agree with) the
idea that the "regular use of profani-
ty expresses and reinforces solidarity
among staff."

My experience is that the regular
use of profanity creates more prob-
lems than it solves.

Write us

Whether it is directed at another

employee, customers or family mem-
bers, for me, the impact of profanity
is greater when it is used sparingly,
since then its use is out of character

in the environment and that differ-

ence carries more weight. I don't real-
ly need more management people to
"apply a tolerant leadership culture
to the workplace and deliberately
allow swearing."

Leslie Fieldman

HR Manager
Griffiths Corp.

Minneapolis

Business Insurance welcomes letters to the editor. Thesectionisintended tobe a forum for readers' opinions
and comments. We reserve the right to edit letters for danty or space. We will not publish unsigned letters.
Please send your letters to: Letters to the Editor, Business Insurance, 360 N. Michigan Ave., Chicago, Ill.
60601-3806, fix 312-280-3174; e-mail: rcoccia@businessinsurance.com

Online Poll at www.businessinsurance.com

Doesyouremployer derautomaticenrollmentin a 401(k)plan?

/ ,2 «' No
32.2% 12.9%

1.43
-<551 --

I.

11 ,.
Not «--· 1*---1 Not

CYWAirmw
considering - 1 sure

29.1% 25.8%

NEXT WEEK'S POLL: Isyour dejined benejitpension plan:*ozen to new
enroNments; not*ozen butlikely to be; or not*ozen, and with noplans to
*eeze enrollments in theji,mre?

8/ Online Poll tool sponsored by Wausau Insurance Cos.
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Come hear our underwriters tackle tough questions about all kinds of issues at

this year's PLUS conference in Washington D.C. Beazley speakers include:

Carrie Brodzinski on ERISA Fiduciary Issues (Nov 8 at 3:45 pm)

Jim Schwartz on Professional Services Contract Wordings {Nov 9 at 9:45 am)
Chris Warrior on M&As (Nov 9 at 9:45 ami

We are also pleased to announce that, as of today, the financial strength of all our insurance
operations is rated A by A.M. Best. Our U.S. admitted carrier, Beazley Insurance

Company, Inc., which began writing business in 2005, has been upgraded from A- to A.

www.beazley.com
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Platinum Sponsor
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STRAIGHT ANSWERS.
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Asbestos still No. 1 among mass tort risks
Insurers may exdude emerging exposures; risk managers advised to avoid anti-stacking

By DAVE LENCKUS

Risk managers who want to take measures
now to protect their organizations against
potential mass tort claims have an abundance
of possible concerns, including the next incar-
nation of the greatest mass tort of all time:
asbestos.

On the short list of risk management and
legal experts' concerns are climate change,
lead, electromagnetic fields, silica, technology
security and pandemics.

But nothing says mass tort claims like
asbestos, and many observers say asbestos

claims continue to be their top concern even
with a reduction of incurred losses and claim

payments in recent years.
Despite exdusions for asbestos liability cov-

erage that insurers inserted into general liabil-
ity policies during the mid-1980s, policyhold-
ers facing new asbestos claims will be able to
turn to older policies for coverage if those
policies were in force when claimants were
exposed, experts say.

"One thing that 20 years of experience in
this area always shows is that the next
asbestos is always asbestos," said Mark A.
Behrens, a partner with Shook, Hardy &

Bacon L.L.P. of Washington.
Even so, the asbestos liability problem is

not as explosive as once was.
Indeed, new asbestos claim filings have fall-

en significantly in recent years (see chart,
page 12), according to the Manville Personal
Injury Settlement Trust, which was formed in
1988 to settle asbestos-related personal injury
claims. Claims against the trust represent
about 80% to 85% of all new asbestos claims

filed and are the best gauge of claim trends,
according to a representative of Rand Corp.

See ASBESTOS next page

Business Insurance November 5,2007 111

.

Rankings: Policyholder-owned alternative risk facilities-Page 14, Rent-a-captive facilities- Page 20

CLIMATE CHANGE

SUITS COULD TAP

D&0 COVERAGE

PAGE 18

NEW RULES IGNITE

WAGE AND HOUR

CASE EXPLOSION

PAGE 22

TORT REFORM

BATTLES MOVE

TO THE STATES

PAGE 28

BUSINESS WINS

IN CANADA RULING

ON ARBITRATION

PAGZ 32

CYBER EXPOSURES

MET WITH VARIETY

OF NEW PRODUCTS

PAGE 33



12 1 November 5, 2007 Business Insurance

Asbestos: Paid claims,

losses drop from peak
CONTINUED FROM PREVIOUS PAGE

MANVILLE ASBESTOS CLAIMS HISTORY

Asbestos-related claims #led since 1999*, in thousands.
101.0

90.0

Statutory or judicially imposed

59.2 56.0 medical criteria that must be met to

2| 18-2 unless they develop an asbestos
file a daim in about three dozen

states are largely responsible for
keeping individuals exposed to
asbestos out of the courthouse

At the same time, the volume of

related illness, Mr. Behrens said.

1999 2000 2001 2002 2003 2004 2005 2006 2007** asbestos-related losses and paid
claims are nowhere near what they

Source: *Manville Personal Injury Settlement Trust **First half of 2007 once were, noted Gerard Alton ji, an
assistant vp in the property/casualty

e.

SPOTLIGHT

ratings division at A.M. Best Co. Inc.
in Oldwick, NJ.

Incurred losses and paid claims,
however, still remain "very high,"
he said.

Incurred losses, including
incurred-but-not-reported losses,
fell more than 75% to $2 billion at

year-end 2006 from about $8.5 bib
lion at year-end 2002, Mr. Altonji
said. The sharp reduction in losses,
which are net of reinsurance, means
that insurers are adequately
reserved, he said.

Paid losses, meanwhile, have
remained steady in the range of
$2.3 billion to $3 billion annually
over the past three years, he said.

But several factors suggest that ]
asbestos liability issues will contin-
ue to beset risk managers for years
to come and even drive up losses,
some observers say.

For example, dozens of compa- 1
nies driven into bankruptcy reorga-
nization by asbestos liability claims
are beginning to emerge from reor-
ganization, noted policyholder
attorney Robert M. Horkovich, a
partner with Anderson Kill & Olick
P.C. in New York.

When those companies emerge,
court-imposed stays against the
asbestos claims will be lifted, he
said. Meanwhile, some of those pol-
icyholders will have to resolve cow
erage issues with insurers-some-
thing that many defendants put off
while focusing on reorganization,
Mr. Horkovich said.

In addition, some of the insur-

ance settlements that those reorga-
nizing companies did hammer out
covered only certain types of claims
that policyholders will likely face,
attorneys said.

For example, insurers have settled i
many product liability and com-
pleted operations daims with poli-
cyholders, but have not resolved
non-completed operations-or
work-in-progress-claims against
asbestos installers or premises liabil-
ity claims against facility owners,
for example, that had asbestos on
their property to fireproof their
boilers (BI, May 14).

The plaintiffs' bar also is filing
more daims in friendlier litigation
forums or those with little experi-
ence in handling asbestos claims,
such as Southern California and

Delaware, Mr. Behrens said.

Meanwhile, Mr. Horkovich said, 
new asbestos claimants could

appear for decades, since there is a
30- to 40-year asbestos illness laten-
cy period. The United States began
banning asbestos insulation in the
early 1970s and continued banning
products containing asbestos into
the 19905. Plus, companies contin-
ue to find and remove asbestos

from their facilities.

Business consultant Romy
Comiter, however, said she is not j
sure asbestos is the next asbestos. ,

"I don't think there is the next

asbestos," said Ms. Comiter, a senior
manager for SMART Business Advi-
sory & Consulting L.L.C. in Lon-
don.

Ms. Comiter agrees that asbestos ,

See ASBESTOS page 16
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We help you manage your catastrophic exposures

Escalating losses can be catastrophic to your bottom line. Zurich assesses

catastrophic and complex risk profiles from many perspectives to customize

your coverage. Along with responsive claims service and innovative risk

management tools, Zurich helps you prepare for the best outcomes - and the

worst. Because we think about what can go wrong, our customers can think

about what could go right. Excess liability • D&0 • political risk •

employment practices liability • environmental • professional liability

• crime • trade credit • accidental death & dismemberment • property/casualty
www. zurichna.com

1

Because change happenz

e
ZURICH®

Coverages underwritten by member companies of Zurich in North America, including Zurich American Insurance Company. Cenain coverages not available in all states. Some coverages may be written on a nonadmitted basis through surplus lines brokers.
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LIABILITY TRIGGERS
Coverage forms used by policyholder-owned facilities

.' sntilia

Source: BI survey

Both

8.9%

ONSHORE AND OFFSHORE

Policyholder-owned facilities by domiciles

Source: BI survey

Other

68%
Bermuda

SPOTLIGHT

Largest pollcyholder-owned alternative risk facilities
Ranked by 2006 gross premiums written

Rank Facility/Domide 2006 gross 2006

premiums written participants

1 Associated Electric & Gas

Insurance Services Ltd. $1,231,811,000
Bermuda

$1,197,330.000 83
Bermuda

Raffles Insurance Ud.
$208,418,691 256

Cayman Islands

/ American Contractors

Insurance Group
Bermuda

5 Affinity Insurance Ltd.Cayman Islands

6 churam Casualtyltd.Cayman Islands

Business conducted by

participants

Utility and related energy
451

industries

Chemicals and mining, oil
and gas exploration and

production,
petrochemicals, utilities

Risks insured

D&0, excess liability,

employment practices,
excess workers

compensation, fiduciary
liability, professional

liability, property

Control of well and third-

party pollution liability,
physical damage to

property

Auto liability, auto

Contractors, distributors, physical damage, general
manufacturers liability, workers

compensation

$151,282,000 38 Construction contractors

Auto liability, financial
guaranty, general

liability, workers
compensation,

Auto liability, auto

$90,283,290 205
Contractors, distributors, physical damage, general

manufacturers, retail liability, workers
compensation

$88,794,973 97

Auto liability, auto
Contractors, distributors, physical damage, general

manufacturers liability, workers
compensation

Chemicals and mining, oil
and gas exploration and

production,
petrochemicals, utilities

Temporary employment
$64,189,867 117

companies, staffing firms

7 Insurance Ltd. $76,635,000 76
Bermuda

Temporary Services
Insurance Ltd.

Cayman Islands

9 Traffic Insurance Ud.Cayman Islands

10 MPC Insurance Ltd.Vermont

Source: 8/survey ,

Researched by: Kevin Edison, Karen Tucker

$52,431,711 60 Trucking companies

$44,349,527 11 Law firms

Excess general liability

Workers compensation

Auto liability, auto

physical damage, general
liability, workers

compensation

Professional liability

Management company

AEGIS Insurance Services Inc.

The Maxwell Roberts Building,
1 Church St., Fourth Floor,

Hamilton, HM 11 Bermuda

OIL Management Services Ud.
30 Woodbourne Ave., Third Floor,

Pembroke, HM 08 Bermuda

Kensington Management Group Ltd.
P.O. Box 10027APO,

Grand Cayman,
Cayman Islands, B.W.1.

ACIG Insurance Co.

12222 Merit Drive, Suite 1660,
Dallas, Texas 75251

Phone/Web site

441-296-2131

www.aegislink.com

441-295-0905

www.oil.bm

345-946-2100

www.ramesinsurance.com

972-702-9004

www.acig. com

Kensington Management Group Ltd.
P.O. Box 10027APO, 345-946-2100

Grand Cayman, www.affinityinsuranceltd.com
Cayman Islands, B.W.1.

Kensington Management Group Ltd.
P.O. Box 10027APO, 345-946-2100

Grand Cayman, www.churchillcasualty.com
Cayman Islands, B.W.1.

Oil Management Services Ltd.
30 Woodbourne Ave., Third Floor,

Pembroke, HM 08 Bermuda

Kensington Management Group Ltd.
P.O. Box 10027APO,

Grand Cayman,
Cayman Islands, B.Wl

441-295-0905

www.ocil.bm/ocil

345-946-2100

www.tempsinsurance.com

Kensington Management Group Ltd.
P.O. Box 10027APO, 345-946-MOO

Grand Cayman, www.trafficinsuranceltd.com

Cayman Islands, B.W.1.

Marsh-Captive

Management Services
100 Bank St., Suite 610, P.O. Box 530,

Burlington, Vt. 05402-0530

802-864-2129

Visit www.businessinsurance. com/directories for more information and to access the full searchable Directory of Policyholder-Owned Alternative Risk Facilities.
Business Insurance now offers the option to purchase the entire online directory as an Excel file or as a PDF.

Contact

Alan J. Maguire,
president/CEO

George Hutchings,
senior vp/COO

Michael Gibbs,

president-Kensington
Management Group Ltd.

William S. Mcintyre,
chairman

Michael Gibbs,

president-Kensington
Management Group Ltd.

Michael Gibbs,

president-Kensington
Management Group Ltd

Jerry Rivers,
senior vp/COO

Michael Gibbs,

president-Kensington
Management Group Ltd.

Michael Gibbs,

president-Kensington
Management Group Ltd.

Jonathan McKenzie,

vp/senior account manager
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Experts question whether global warming lawsuits can succeed
By DAVE LENCKUS

While state government and private
plaintiffs continue to attempt to
hold industry accountable for its
contribution to climate change,
legal experts question how soon or
even whether such efforts can suc-

ceed.

Litigation attempting to hold
business accountable for its impact
on global warming has not succeed-
ed because courts have determined

the issue is political in nature and
should be handled through regula-
tion, said policyholder attorney Jim
Davis, a partner and chairman of
the energy and chemical industries

group at New York-based Anderson
Kill & Olick P.C.

For example, a Mississippi federal
judge on Aug. 30 invoked the so-
called "political question doctrine"
in dismissing a lawsuit in which a
group of Mississippi residents
claimed that several coal, oil and

chemical companies were liable for
emitting greenhouse gasses that led
to conditions that strengthened
Hurricane Katrina.

A few weeks later, a federal judge
in California also invoked the doc-

trine in dismissing the state's law-
suit against six automakers over the
role their products have played in
global warming.

= 4

California invoked the 'political ques-
tion doctrine' in dismissing a global
warming lawsuit against automakers.

GENETIC ATTRIBUTE : RESPONSIVENESS -

EVOLVE
* or *

{ It's just a matter of time. }

Darwin is changing the specialty insurance model. Nimbler. More
responsive. Tightly focused. Highly selective in the products we offer,
the partners we choose, and the risks we cover. It's about change.
Go ahead. Embrace it.

darwin«

t/ It's in our genes!®
f www.darwinpro.com

Program Business. Medical Professional Liability. E&0 Liability. D&0 Liability.

Despite those rulings, the reluc-
tance of courts to step out from
behind the political question doc-
trine "may change" given the U.S.
Supreme Court's April 2 ruling that
greenhouse gases are pollutants
under the Clean Air Act and that

states have a right to compel federal
regulation of vehicle emissions, Mr.
Davis said.

Notably, Mr. Davis said, the Mis-
sissippi judge was not troubled by
the scientific evidence the plaintiffs
presented in support of their claim.

Mr. Davis also said he would not

be surprised to see climate change
plaintiffs try to use the market share
theory of liability that lead paint

DR

NYSE

plaintiffs used successfully in suing
paint manufacturers. That would
alleviate the burden of tying a par-
ticular company's greenhouse gas
emissions to a particular loss by
allowing the plaintiffs to argue that
a defendant's emissions are respon-
sible for a certain percentage of
every loss caused by climate change.

Defendants could include not

only companies that emit green-
house gases but also those that
manufacture products-such as
autos and lawn mowers-that con-

tribute to global warming.
But insurer attorney Dan A. Bai-

ley asserts that climate change
plaintiffs would face a daunting
challenge if they asserted a market
share theory of liability.

Any amount of lead paint pro-
duced by any manufacturer can be I
harmful, said Mr. Bailey, a partner
with Bailey Cavalieri L.L.C. of
Columbus, Ohio. While the aggre-
gate amount of greenhouse gas
emissions may contribute to global
warming, "it's not clear that any
one company is really harming any-
body" with its individual emissions,
he said.

Companies' bigger climate

change liability exposure is from
shareholder lawsuits, but that expo-
sure is a long ways off, if it ever
develops, Mr. Bailey said.

The chances of success of a share-

holder dass action lawsuit against a
company are minimal, he said.
Such a lawsuit would have to be

based on a nnaterial drop in share
price immediately after a company
revised its financial statements

regarding its climate change-related
costs and liabilities.

A more likely scenario is a share-
holder derivative action that would

claim a company's mismanagement
of global warming-related issues led
to significant losses, Mr. Bailey said.
Such claims do not have to be based

on drops in share price.
The question for companies fac-

ing such suits is whether their direc-
tors and officers liability insurance
would respond, since those policies
contain broad pollution exclusions,
he said. The Supreme Court's ruling
that greenhouse gases are pollutants
would support insurers' denial of
coverage because of the pollution
exclusion, Mr. Bailey said.

But Side A-only policies that cov-
er directors and officers when their

organizations are precluded from
indemnifying them often contain
carve-outs that would circumvent

the pollution exclusion, he said.
The wording of the bodily injury

and property damage exclusion in a
Side A policy likely would deter-
mine whether directors and officers

could tap those policies, Mr. Bailey
said.

If the exclusion bars coverage
"for" such claims, a shareholder
derivative action would not be

swept in with excluded third-party
bodily injury and property damage
claims, he said. The exclusion in

most Side A polides contains the 
"for" language, he said.But some of the exclusions bar 
coverage "arising out of" bodily
injury and property damage claims.
That broader language would bar
coverage for shareholder derivative
action lawsuits, he said.



1

a

E

Are you spending too much time on Medicare Part D for your retirees? For all the times you wished you could hand off the

paperwork, questions, complications and confusion to someone else, here's your answer. MemberHealth has the people

and systems in place to assist plan sponsors in effectively and efficiently dealing with the complex issues of Part D.

We're here to save you the work and wor And we're here to help save you and your retirees money, too. It's a big job,

but we can handle it. After all, we're the Part D People7 To find out more, contact the MemberHealth Group Sales Division,
1-877-285-8759 or visit us online at www.mhrx.com.

MemberHealth™

The product offerings contained herein are underwritten by American Progressive Life & Health Insurance Company of New York, Pennsylvania Life Insurance Company, Pyramid
Life Insurance Company and Marquette National Life Insurance Company. MemberHealth is an affiliate of, and subcontractor to, the foregoing insurance companies.
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Coverage forms used by rent-a-captive facilides

Source: BI survey
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SPOTLIGHT

TYPES OF RENT-A-CAPTIVE PROGRAMS

Source: BI survey

Largest rent-a-captive facilities
Ranked by 2006grosspremiums written

Rank Facility/Domicile 2006 gross
wntten premiums

Guardrisk Group of Cos.
$391,613,155'

South Africa

2 Universal Re·Insurance

Co. Ltd $174,000,000
Bermuda

3 Universal International

Reinsurance Co. Ltd. $149,000,000
Bermuda

A Arlington Insurance Co. Ltd.
$55,000,000

Bermuda

Estimated 2007

gross written
premiums

2006
Estimated

2007

partidpants partkipants
Risks insured

$479,933,998 2 325 344 Life, nonlife

$200,000,000 135 146 All lines

$160,000,000 70 75 All lines

$60,000,000 100 110

$53,781,724 N/A 150 N/A

Auto liability, general
and professional
liability, product

warranty, workers
compensation

Auto liability, general
liability, property,

products and
completed operations,
workers compensation

$45,000,000 62 65 Property/casualty

$41,754,103 N/A N/A N/A

Akernative Re Ltdi

Bermuda

6 Laadowne Insurance Co. ltd. $52,356,496
Bermuda

SEG Insurance Ltd.

Bermuda

8 Marchmont Insurance Co. Ltd. $32,400,000
Bermuda

Atlantic Gateway
International (SAC) Ltd. $30,000,000

Bermuda

10 5tuart Insurance Group Ltd. 90,000,000
Bermuda

Auto liability, general
liability, workers

compensation

Health, life, pension,$17,000,000 5 4
property/casualty

Commercial
$30,000,000 28 32

property/casualty

$21,000,000 35 35

Commercial auto

liability, commercial
general liability,

warranty, workers
compensation

12006 premium volume is converted from South African rand = $0.1410 (3/3V07). 2 2007 estimated premium volume is converted from South African rand = $0.1462 (10/29/07).
Source: 8/survey

Researched by: Kevin Edison, Karen Tucker

Management company

Guardrisk Holdings Ltd.
Alexander Forbes Place,

90 Rivonia Road, Fourth Floor,
Sandton 2146 South Africa

Atlantic Security Ltd.
Windsor Place, 18 Queen St.,

Hamilton, HM 11 Bermuda

Atlantic Security Ltd.
Windsor Place, 18 Queen St.,

Hamilton, HM 11 Bermuda

Liberty Mutual Management
(Bermuda) Ltd.

P.O. Box HM 2455,
Hamilton, HM JX Bermuda

Alternative Re Ltd.

Wessex House, 45 Reid St.,
Hamilton, HM 12 Bermuda

CTC Allegro Insurance
& Risk Management Ltd.

Burnaby Building, 16 Burnaby St.,
Hamilton HM 11 Bermuda

Artex Risk Solutions (Bermuda) Ltd.

Swan Building, 26 Victoria St.,
Hamilton, HM HX Bermuda

HSBC Insurance Solutions

(Bermuda) Ltd.

Insurance Building,
112 Pitts Bay Road,

Hamilton, HM 11 Bermuda

Quest Insurance Solutions

131 Prosperous Place, Unit 188,
Lexington, Ky. 40509

Liberty Mutual Management
(Bermuda) Ltd.

P.O. Box HM 2455,
Hamilton, HM JX Bermuda

Phone/Web site

27-11-669-1100

www.guardrisk.co.za

441-295-5425

441-295-5425

441-296-2131

441-278-9245

441-295-8495

441-292-4654

www.rent-a-captive.com

441-292-5566

www.bhn.bm

859-263-5015

wwwlrankgates.com

441-296-2131

Visit www. businessinsurance. com/directories for more information and to access the fu[1 searchable Directory of Rent-A-Captives.
Business insurance now offers the option to purchase the entire online directory as an Excel file or as a PDF.
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Contact

Herman Schoeman,

managing director

Hal Forkush,

president

Hal Forkush,

president

Simon Hothersall,
assistant vp

Gavin P. Collery,
president/COO

Andy McComb,
president

Peter J. Mullen,
president

S. Andrew White,

assistant vp-manager

Rick Stasi,
COO-Frank Gates
Alternative Risk

Gunther Gerber,

account manager
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TOP 10 SET-itEMENTS
The biggest wige and hou

598 MILLION

$89 MILLION

$87 MILLION

$65 MILUON

542.5 MILLION

$38 MILLION

$37 MILLION

$27.5 MILLION

$15 MILLION

$14.9 MIUION

Source: «Annual Workplace

r settlzments entered into or paid in 2006:

Citigroup Global Markets Inc.

UBS Financial Services Inc.

United Parcel Service of America Inc.

IBM Corp.

Morgan Stanley & Co.

24 Hour Fitness

Merrill Lynch Inc.

Siebel Systems Inc.

Sears Roebuck & Co.

Electronic Arts Inc.

Class/.ction Litigation Report: 2007 Edition,» Seyfarth Shaw LL.P.

SEDGWICK
DETERT, MORAN & ARNOLDne

SPOTLIGHT

Explosion of class action lawsuits
focus on wage and hour violations
Certbing class easy
under Fair Labor

Standards Act

By SALLY ROBERTS

When an employer is sued for
employment practices violations
today, the suit likely doesn't allege
discrimination or sexual harass-

ment, but rather violations of state

i and federal wage and hour laws.

The ease by which plaintiff attor-
neys can certify a class or collective
action under the federal Fair Labor

Standards Act, coupled with worker-
friendly state statutes and the lack
of accurate time recording and
reporting by employers, has result-
ed in an explosion of class action
overtime lawsuits around the Unit-

ed States in the past several years,
labor attorneys say.

Allegations of misclassifying em-
ployees as exempt from overtime
and not paying for off-the-clock

AUSTIN BERMUDA-CHICAGO DALLAS HOUSTON LONDON LOS ANGELES NEW YORK NEWARK ORANGE COUNTY PARIS SAN FRANCISCO ZURICH

work hours continues to result in

multimillion-dollar settlements and

verdicts against employers (see
chart),

Most recently, Coral Gables, Fla.-
based specialty contractor MasTec
Inc. said it would pay $12.6 million
to settle the unpaid overtime claims
of current and former service tech-

nicians in 10 states around the

country, who sued the company in
federal court in Florida in 2005.

Because such claims are generally
excluded from employment prac-
tices liability insurance policies,
employers are left with little protec-

'It's probably the leading
exposure right now for
employers in the U.S.,
even more than

employment
discrimination.'

Gerald Maatman, Seyfarth Shaw L.L.P.

tion (see story, page 24).
As a result, vigilant due diligence

of payroll practices and protocols as
well as education and training are
keys to mitigating exposure, attor-
neys say.

Under the FISA, created in 1938

to protect industrial workers from
exploitation, employees are guaran-
teed time-and-a-half pay for hours
worked beyond a 40-hour work
week, unless they are salaried and
fall into one of three main exempt
categories: professional, executive
or administrative.

In 2004 the U.S. Department of
Labor modernized the FLSA by
making it easier for employers to
determine overtime exemptions
and by raising the salary threshold,
below which workers automatically
qualify for overtime pay.

Rather than decreasing the
amount of overtime lawsuits as the

Labor Department had hoped, the
changes added "a lot more fuel to
the fire because people started talk-
ing about it more," said Paul Siegel,
head of the wage and hour practice
for Jackson Lewis L.L.P. in Melville,
New York.

In 2005 there were 4,039 federal I
wage and hour suits filed, 10%
more than the 3,671 filed in 2004,

according to the Administrative
Office of the U.S. Courts. In 2006,

the number of federal wage and
hour cases filed jumped another

4.296 to 4,207, and attorneys say the 1
pace is not slowing. r

"It's probably the leading expo- i
sure right now for employers in the I
U.S., even more than employment ,
discrimination," said Gerald L. 1
Maatman Jr., a labor attorney with j
Seyfarth Shaw LLP. in Chicago,
who estimates that five to seven

wage and hour class action lawsuits

See WAGE page 24
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House panel OKs adding
wind cover to NFIP

The House Financial Services

A a

p In Brief
Blumenthal subpoenas
reinsurers on practices

Connecticut Attorney Gener ai
Richard Bumenthal last week

sad he Is investigating
anticompetitive practices m the
reinsurance industry, with his

office issuing about 20
subpoenas to companies thus
far. Mr. Blumenthal declined to

provide specifics of the
investigation or identify
companies subpoenaed.

WASHINGTON-Partisoll disagree-
1.115 <}ver the Viape ot' a continued
federal terrorism burance back-

stoi) does not endanger the pro-
gram. according to prt,pomits of
an extended program.

1)itferences emerged between
many Republicans and their Demo-
cratk counterparts on the H(}ust

Financial Services Comnittees Sub-
ct,mmittee fin Capital Markets,
*,Mance and Goverlinont Spon-
wred Enterpriser when the panel
al}proved the 'l'errodsm Risk Inw„

Business Insurance
July 30,2007 www.businessinsurance.com

403(b) PLAN SPONSORS .*b REP. ROYCE INTRODUCES 401(k) ACCOUNT BALANCES

FACE HOST OF NEW RULES      FEDERAL CHARTER BENEFIT FROM BETTER

FROM IRS / PAGE 3 144 A LEGISLATION / PAGE 3 INVESTMENT RETURNS / PAGE 4

Terror backstop renewal gains momentum
House subcommittee passes bill despite partisan diferences; full panel expected to act this week

Bv MARK A. HOFMANN

......

U.5. Rep. Paul Kanjorski, D-Pa.. teft, introduced re«ed terror backstop legis-

Business Insurance ¤
www.Businesslnsurance.com

A

Subcommittee chairmait Paul

Kanjorski, D-Pa., who offered the
amended bill, al„, called for adding
one repre,entative each fronx the
workers compensation insurance
industry and the commercial real
estate industry Ic, a commision M
terror,5/ risk insuranct. The panel
would make recommendations

toncerning the marketplace within
flve years of 'IRIREA's enactment
and would issue a report eight years
after the bill became law.

The subcommittee also approved
an amendment offered by Rep.
Richard P ·ker, R-lia., that would

T '\,-.- r3L,=2=2
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Wage: Explosion of class actions filed under FLSA
CONTINUED FROM PAGE 20

are brought every day in Cook
County, Ill.

"We currently have 211 pending
class actions we're handling
firmwide and at least 90% of them

are wage and hour class actions,"
said Brian T. McMillan, an attorney
with employment law firm Littler
Mendelson P.C. in San Jose, Calif.
"It's just absolutely incredible the
increase in wage and hour class
actions that we've seen."

Attorney say part of the reason
for the proliferation of wage and
hour suits is that-unlike federal

employment discrimination cases

that are difficult to certify as a class can be launched by a single person. are so many individualized differ-
under Title VII of the Civil Rights The FLSA "makes it really way too ences," said Robin Conrad, execu-
Act--certifying a class is much easi- easy to certify a class and lump tive vp of the National Chamber
er under the FLSA and legal action these matters together where there Litigation Center in Washington,

who, on behalf of the U.S. Chamber

It's like open hunting season because it's easy for of Commerce, has filed a number of
amicus briefs in support of employ-

employees to say '1 generally worked through my meal "There seems to be some funda-
ers in wage and hour lawsuits.

period or didn't take it or perhaps took a 20-minute mental unfairness here," she said.
In addition, various worker-

friendly state statutes have con-meal break rather titan 30 minutes, three days a week buted to the proliferation of wage
for the last three years.' and hour claims, attorneys say.

In California for example, the
Brian T. McMillan, Littler Mendelson P.C. state Supreme Court ruled unani-

See WAGE page 26

I IT 'S YOUR FORTUNE.

PROTECT IT.

e

NAVIGATE RISK WITH NAVIGATORS

Navigators offers innovative insurance solutions to protect your personal assets from litigation risk
brought by shareholders, regulators, creditors and employees.
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•.avigators
insuring A World in Motion

www.navg.com

Navigators is a leading underwriter of directors and officers liability (I)&0) insurance. Coverage is underwritten by Navigators Insurance
Company and Navigators Specialty Insurance Company, which are both rated "A" (Excellent) by A.M. Best, as well as by Navigators Syndicate

1221 at Lloyd's, For more information, contact your insurance broker or visit rvwmmanagementliability.com or call 212-613-4305.

SPOTLIGHT

Wage, hour
coverage
available
While wage and hour
daims generally are exclud-
ed from employment prac-
tices liability insurance poli-
des, employers can obtain
limited protection for such
risks from a handful of
underwriters.

Beazley Group P.L.C.,
Monitor Liability Managers
Inc. and Travelers Cos. Inc.

each offer defense cost cov-

erage for state and federal
wage and hour claims,
either as an endorsement or

as a supplement to their
EPLI policies.

Employers, for example,
can purchase sublimits
ranging from $150,000 up
to $1 million in wage and
hour defense cost coverage
from London-based Beazley
as part of an endorsement
to its EPLI policy.

Premiums vary depend-
ing on the sublimits pur-
chased, but policyholders
can expect to pay up to
$250,000 for $1 million in

defense cost coverage, said
Carrie Brodzinski, EPL prod-
uct manager for Beazley in
Farmington, Conn.

Meanwhile, Rolling
Meadows, Ill.-based Moni-

tor offers up to $100,000 in
defense cost coverage for
wage and hour daims under
an EPL endorsement. Premi-

ums vary based on a num-
ber of factors that range
from where the policyhold-
er is located to how many
people it employs, a
spokeswoman said.

And St. Paul, Minn.-based
Travelers offers $100,000 in
defense cost coverage for
wage and hour claims as
part of its EPLI product, said
Cara Lovering, EPL product
manager based in Hartford,
Conn.

As part of the coverage,
each of the underwriters

offers employers a number
of wage and hour risk man-
agement tools and services
to help them assess their
practices and protocols and
mitigate their exposures.

-By Sally Roberts
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Soft markets follow hard markets. Hard markets

follow soft markets. Historically, this cyclical nature
of the insurance business has created uncertainty
and instability in capacity and results.

To mitigate this volatility, reinsurers must be able
to look beyond short-term cyclical pressures to
provide the value of long-term security for clients. At
PartnerRe, we strive to evaluate, assume and manage
risk intelligently and consistently, irrespective of the
market cycle.

For an opportunity to find out more
or share your viewpoint visit:
partnerre.com/viewpoint
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Growth of Net

Premiums Written

ROE-U.S. P&C Insurers

We accomplish this with a technical underwriting
approach, coupled with open and frank dialogue
with clients about their risk exposures and our risk
parameters. We believe this is the only way to ensure
continuity of offer and consistent capacity for our
clients over the cycle.

It is only through straight talk, mutual respect and
consistent underwriting that we can best serve our
clients needs and provide the unquestionable security
they require.

PartnerRe
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Wage: Explosion of class actions filed under Fair Labor Standards Act
CONTINUED FROM PAGE 24

mously in April that the premiums
owed to employees for missed
meals and/or rest periods are
"wages" subject to a three-year
statute of limitations rather than a

"penalty" subject to a one-year
statute of limitations.

That has resulted in a "dramatic

increase" in the number of cases

alleging missed meals and rest peri-
ods against California employers,
Mr. McMillan said.

"Aggressive plaintiff attorneys
find it not too difficult to come

across employers not keeping accu-
rate records of the meal breaks," he

said. "It's like open hunting season
because its easy for employees to
say 'I generally worked through my
meal period or didn't take it or per-
haps took a 20-minute meal break
rather than 30 minutes, three days a
week for the last three years," he
said. "Add that up and it's an enor-
mous liability for employers,"
which have the burden of keeping
accurate records of meal breaks and

what hours employees worked, he
said.

Accurate record keeping is one of
several steps employers can take to
minimize their exposure to wage
and hour claims, experts say.

Clear policies and procedures

that detail the company's payroll
practices and time-reporting obliga-
tions also are key, they say. These
policies should not only be includ-
ed in the employee handbook, but
also should be spelled out through
various education and training pro-
grams, they say.

Employers also should require
employees to look at their pay-
checks and either confirm that their

time worked was recorded accurate-

ly or be given a toll-free phone
number to call if they notice
improper deductions or time not
paid, Jackson Lewis' Ms. Siegel said.

Indeed, just as in discrimination
and harassment cases, courts today

care about whether employees
know how to complain if they
think they're being underpaid or
misclassified, said Shanti Atkins,

president and chief executive officer
of Employment Law Training Inc., a
San Francisco-based online compli-
ance training provider that recently
rolled out a new wage and hour
online training program for
employees and managers.

"You have these companies that
have invested a ton of money and
thinking into their compliance
mechanisms in the area of harass-

ment and discrimination, yet it
hasn't been transferred over to this

other area. which is actually a big-
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ger liability," she said.
An'internal audit of payroll prE:-

tices also is a smart move, especia].y
when it comes to potentially mis-
classifying a nonexempt employee,
attorneys say.

"One of the biggest areas of liabil-
ity is employees who are misclassi-
aed as exempt rather than nonex-
2mpt," said Mr. McMillan. "That's a
factually specific analysis because
Vou need to look at what that

employee is actually doing. WhEe
ob title might give a clue, you have
-0 actually see what that employee
s doing each day and how much

=ime they are spending each day
ierforming those tasks."
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Reformers and plaintiff attorneys take battle to the states
At thefedeml leve4 however, many agree that Democmtic majority in Congress makes tort law changes highly unlikely

By MARK A. HOFMANN

Tort reform, never the easiest of
tasks on Capitol Hill, isn't likely to
be getting any easier any time soon,
say civil justice reform advocates.

Last year's elections that created
Democratic majorities in both
houses of Congress made tort
reform extremely difficult, if not
impossible, on the federal level.
Reformers also have found them-

selves increasingly playing defense
at the state level, as efforts arose to
roll back the reforms passed over

lt

1 fl

the past two decades.
But reform proponents say that

their movement remains viable

despite the new challenges. In fact,
they may have inadvertently
received some help from some
high-profile plaintiffs' attorneys
who found themselves in trouble
with the law.

"It's business as usual in the sense

that we're as active and engaged as
we have ever been," said Lisa
Rickard, president of the Washing-
ton-based U.S. Chamber Institute

for Legal Reform. But she said that

A.4

the trial bar is "reinvigorated in
both mission and money."

Reformers have enjoyed "tremen-
dous success" at the state level in

recent years, said Sherman Joyce,
president of the Washington-based
Annerican Tort Reform Assn. As a

result. reformers in some jurisdic-
tions may feel that they can take a
break, he said.

Biggest challenge
"The biggest challenge is that we

have to recognize we have new
challenges," Mr. Joyce said. "When

we look at the landscape, the really
serious issues are consumer protec-
tion acts, appeal bonds and the
whole question of private attorneys
general."

Passing reform at the national
level has always been difficult,
reformers say.

"I wouldn't say that tort reform-
ers have written off Capitol Hill, but
legal reformers realized long ago
that tort reform on Capitol Hill is
kind of like chasing your tail," said
Glenn Lammi, chief counsel of the

Washington Legal Foundation's

t..
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legal studies division. "It's always
been tough to get 60 votes in the
Senate even when the party that is a
little more favorable to tort reform

was (in power). It caused them to
try to have to get things in small
bites. That's good, but it doesn't
necessarily get you everything you
want."

"Tort reform is a difficult thing to
achieve in any environment, partic-
ularly in this new and evolving
environment, where the Democrats
have majorities in the House and
Senate and those majorities may
increase," said Paul Mattera, senior

vp and chief public affairs officer for
Boston-based Liberty Mutual Insur-
ance Co. He noted that the Class

Action Fairness Act, which he
described as a "modest reform bill,"

passed only after at least a decade of
intense lobbying. Asbestos litiga-
tion legislation "could not go over
the goal line" despite Republican
majorities in both houses and a
Republican president, he said. "And
I think that's instructive."

Not surprisingly, those opposed
to the reformers' goals say that the

'This is dramatically new.
The mantra of the

plaintiffs' lawyers is that
everything should be left
to tile courts.'
Victor Schwartz,
American Tort Reform Assn.

effort's glory days are long behind
it.

"They certainly lost steam at the
federal level, " said Joanne

Doroshow, executive director of the
Center for Justice & Democracy in
New York. "Congress is no longer
seriously dealing with tort issues.
And the president, who had made
this an issue throughout this
administration, has also stopped
speaking about it."

"I believe this issue never had any
real legs to it," she added. "It was a
tool for the administration and

political allies of big business to
raise money. But voters have never
considered this an important issue
for them."

"On the national level, it is true
that the tort reform movement has

certainly lost considerable steam,"
said Brian Wolfman, director of the
Washington-based Public Citizen
Litigation Group, which opposes
tort reform.

"I think the reason is twofold,"
said Mr. Wolfman. "As a historical

matter, the effort at the federal lev-
el was largely unsuccessful even in
environments in which you would
have thought they had a decent
shot. No. 2, the political atmo-
sphere is quite different in any
event. It's not simply that the
Democrats are in control of

Congress," he said, adding that

Continued on next page
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President Bush has "so little politi-
cal capital now" that he would be
unlikely to spend it on a tort reform
effort.

The Democratic gains at the fed-
eral level mean that reformers are

focusing on defending against
"expansion by plaintiffs' lawyers to
increase their income," said Victor
Schwartz, ATRA's general counsel
and a longtime tort reform propo-
nent. He noted that efforts are

already under way to scale back or
eliminate federal pre-emption of
some state tort actions when federal

law supersedes state liability law,
such as cases involving drugs gov-
erned by the Food and Drug
Administration.

Mr. Schwartz said efforts to

overturn reform at the state level
have been "even more dramatic."

There have been hearings on
more than 50 bills across the

country that would either repeal
reform or expand the ability to sue,
he said.

"This is dramatically new," he
said. "The mantra of the plaintiffs'
lawyers is that everything should be
left to the courts. And the tort

reformers went to the legislature
and. now we have the plaintiffs'
lawyers going to the legislature."

There will still be attempts in the
states to enact traditional tort

reforms such as limiting perceived
excesses in consumer protection
acts, he said, adding, "the moun-
tains toward limiting liability
through legislation have become
much steeper."

"I think it slowed down before

the political changes," said John
Lobert, senior vp-state government
relations for the Des Plaines, Ill.-

based Property Casualty Insurers
Assn. of America. Many of the suc-
cessful reform efforts in the states

occurred in the 1980s and 1990s, he
said. But state supreme courts
would often find those reforms

unconstitutional, he said.
After that first wave of change,

reformers focused on smaller mere-

mental changes, said Ann Spragens,
PCI's senior vp, secretary and gener-
al counsel. This included appeal
bond reform, which proved to be
significant in some class actions
that involved hundreds of millions

, of dollars.

"We still have gotten some tort
reform at the state level," said Mr.
Lobert. But the focus has at times

switched to the courts from the leg-
islatures. After high courts declared
reforms unconstitutional, the busi-
ness community turned its atten-
tion to unfavorable state supreme
courts with elected rather than

appointed justices, he said.
"These are sleeper races for the

electorate," said Mr. Lobert. "Once
we concentrated on that, we really
solved some of our problems."

"I think that one of the bigger
challenges for legal reformers is the
perception of legal reform being
more beneficial to business than it

is to consumers," said Mr. Lammi of
the Legal Foundation. "However, I
think the legal reform movement
has improved dramatically over the
last five years in making the case
that legal reform does help con-
sumers."

Reform efforts may have received
a boost from the recent indictments

and guilty pleas of members of the
law firm Milberg Weiss Bershed &
Schulman L.L.P., which specialized
in class action securities s.lits. The

federal indictments accused mem-

ben of the firm of paying kickbacks
to people who agreed to be plain-
tiffs in the Suits

The indictments "illustrate in a

very precise matter all thar's wrong
with the system in regard to trial
lawyers' plaintiff shopping. ' said
Ms. Rickard of the U.S. Chamber

Institute for Legal Reform.
The indictments underscore that

there are "very serious abuses,"
agreed ATRA's Mr. Joyce.

"Legal reform isn't iust about
passing legislatian, it's aboutchang-
ing the legal climate and the legal
culture," said Ms. Rickard.
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A difference of opinion
Die question Ofwhether and how the
civil justice system should be retbnned
has played out in both the states and on
Capitol Hill for more than two decades.
Business and professional groups have
advocated tort reform as a means to
guamntee fairness in the courts as well
as spur U.S. economic competitiveness
in a global marketplace.

Consumer gmups andplainti//s'

attorneys have countered that tort
retonn-which some refer to as "tort
deform"-is actually an attempt to
shield wrongdoers #om the conse-
quences of their actions and have
sought to both block new e#orts and
overturn previously enacted changes in
the civil justice system.

Tort reform crucial to ensure

access to health care services
0: Why is tort reform necessary?

We believe tort reform is necessary
because it affects many important
aspects of our society. Probably the
most significant for most people is
access to health care. We see clear

cases of important life-saving medical
services not being available.

Mr. Joyce

If you're a small business, a single
frivolous lawsuit can be the difference

between survival and not surviving.
We've seen here in Washington, D.C.,
this outrageous case involving the dry
cleaner sued by the judge over the lost
pair of pants.

What's probably lost in the
discussion is that they're going to
close that business as a result of that

case.

When the system doesn't work, it
really it affects all segments of our
society, whether it's schools, local
governments, small businesses, large
business or health care providers.
Fixing our system and having a
balanced legal system is in the public
interest.

0: The amount of damages sought is
higher today than in the past. But is the
number of actions actually growing? Why
or why not?

We hear that it is in some instances,

but I don't think it's really possible to
know with great precision in terms of
our overall legal system. I think from

our standpoint what is most relevant is
the increase in particular new lines of
lawsuits, whether it's state consumer
protection laws being used as they
were in this particular dry cleaner case
in Washington, D.C. A case like that,
which attracted even international

attention, is obviously very significant
for us.

When we see more and more

lawsuits being driven by personal
injury lawyers working almost in tag
teams with state attorneys general or
other government officials is
something that is of concern
to us.

An issue that's of great concern as
well is we've seen recently a challenge
to an appeal bond cap in Florida. I
would hope that no one would
disagree that people should have
reasonable opportunity to appeal cases
when they believe a judgment is
excessive.

0: Why are caps on noneconomic damages
necessary?

The major focus on noneconomic
damages in our arena is in the health
care environment. This is of particular
concern to physicians, other health
care providers, hospitals and all
that are involved in the delivery of
health care. States like California or

Texas, which have enacted

comprehensive medical liability
reform including reasonable limits on
noneconomic damages, are states
where the access-to-health-care crisis

has either been solved or has never

developed.
It's an important policy

consideration. It's a tough call to
make; we admit that it's sometimes

very difficult to make the argument.
Nevertheless, we think when all the
equities are considered, that it's
important to have a reasonable limit
on noneconomic damages to preserve
access to health care.

0: People on the other side of the debate
often say that the tort reform movement
seeks to deny people access to the courts.
What's the best way to preserve plaintiffs'
access to courts?

See PRO next page

Senior Editor Mark A. Ho»ann
recently discussed the issue with two
prominent advocates for each position.
Joanne Doroshow is executive director
of the Center for justice & Democracy
in New York, which opposes tort reform.
Sherman Joyce is president of the Amer-
ican Tort Reform Assn. in Washington,
which advocates continuing reforms.

SPOTLIGHT

Current system often relieves
wrongdoers of responsibility
0: Why is tort reform unnecessary?

Tort reform is really nothing more
than laws that take away a victim's
right to go to court or take away the
power or authority of a jury to decide
compensation. Some of these laws are
quite cruel-in terms of the effect, for
example, they might have on a
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Ms. Doroshow

catastrophically injured child to get
adequate compensation from those
who were negligent or reckless and
caused the injury. It could be
devastating to the families who need
to care for these children and others.

They also relieve wrongdoers of their
responsibility for causing an injury or
death. They take away people's
constitutional rights. All in all, they're
not only unnecessary, they're terrible
public policy.

0: The amount of damages sought is high-
er today than in the past. But is the num-
her of actions actually growing?

No, the number of tort cases has been
falling for years. According to National
Center for State Courts, it is getting
harder and harder for people to get
into court. Some of that is the result of

these so-called tort reform laws that

have been passed in the last 20 or 30
years.

Generally the damages will track
medical inflation, which is always
going up. Some smaller cases can't get
into court anymore because of these

tort restrictions that are on the books.

So it sometimes creates a deceptive
look at the tort system now. So it's
only the higher-damages cases that
can get into court at all.

Generally speaking, the damage
awards and jury awards when adjusted
for inflation have been fairly stable.

0: Why are caps on noneconomic damages
unnecessary?

Noneconomic damages, sometimes
described as pain and suffering, are
really much more than that.

They really deal with the quality of
life of a person and their ability to live
on a day-to-day basis-free of any kind
of debilitating physical or emotional
problems that diminish that. It's the
kind of suffering that very seriously
injured people encounter each time
they try to do something sort of
mundane in life that many of us take
for granted. It's this loss that the law
described as noneconomic but goes to
the very essence of our quality of life.
So they're very, very important kinds
of damages to compensate for, and
caps obviously are unfair to people
who have suffered these kinds of

losses, particularly women who don't
work outside the home, or children or
senior citizens whose wages or
economic loss are disproportionately
less than, say, a CEO of major
corporation. So caps on noneconomic
damages often discriminate against
those kinds of people.

0: What's the best way to preserve plain-
tiffs' access to the courts?

Keeping the system strong, and the
very first step we should be taking is to
repeal many of these tort restrictions
that have passed and are currently on
the books. Caps on damages for sure
should be repealed; some states have
caps that affect economic damages as
well. These are particularly cruel laws.

Joint and several liability restrictions
are very unfair, particularly in crime
cases, negligent security cases and very
unfair in environmental pollution
cases where you have many toxic
polluters at once.

See CON next page
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Con: No

evidence of

frivolous rise

CONTINUED FROM PRE\IOLS PAGE

0: Are fri,•lous lawsuits in fad

increasins, or is frivolity in the eye : f
the heholder?

There's certainly never been any
evidence that the system has beer
overrun Kith frivolous lawsuits. In

fact, all of the academic literatue
says the exact opposite-it's never
been a problem.

There are going to be ar. ecdotal
cases like that. You're always
going to have them and they get
pumped up in the media and peo-
ple have an impression that's what
the system is about. Its really not.
Frivolous cases don't it make past
the initial motions. They get
bounced,)ut of court. [t's kind of a

nonissue.

I would definitely say in the eye
of the beholder. I don't believe

anyone who's been sued believes
that a case is other than frivolous,
but that ertainly is nor the:ase in
tenns of tne law.
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Pro: Suits ruled to be frivolous should result in penalty
CONTINUED FROM PREVIOUS PAGE

Our perspective is when the rules
are clear and fair and there are not

profound questions about where
responsibilities begin and end, you
have a balanced legal system that's
going to work in a more efficient
way. It's simply not going to take as
much time to litigate as many
issues.

We believe in access to the

courts. People should be able to
fully air their concerns, but
whether its issues like use of these

state consumer protection laws,
unlimited pain and suffering
awards because of the impact they

have on health care-these are

issues we believe are in the public
interest, and ultimately the public
is best served by a system that is
balanced in terms of the way it
treats both plaintiffs and
defendants.

0: Are frivolous lawsuits in fact

increasing, or is frivolity in the eve of
the beholder? You'd mentioned the dr,
cleaner case.

The dry cleaner case we don't
consider frivolous. It was really
pointed more to the nature of the
underlying law that was used.

Again, it's difficult. We can point

to certain analyses done by small
business that suggest that frivolous
lawsuits continue to be a very
serious problem for smaller
business organizations.

Our perspective is you can never
have too few frivolous lawsuits and

ensuring that the system works
properly.

We understand that Rep. Lamar
Smith, R-Texas, is going to
introduce a proposal that passed
the House in the last Congress,
which would strengthen the
sanctions for the filing of a
frivolous daim to ensure that there

would be sanctions, as opposed to
making it optional.

People should know there will be
penalties for bringing a frivolous
claim. Frivolous dams need to be

carefully defined. Just because
someone loses a case doesn't make

it frivolous, we understand that. If
somebody sues the owner of store
claiming he or she was injured by
falling in the store and has never
been in the store, that's pretty
clearly frivolous.

Similarly if somebody went into
the store and never fell, that's also
frivolous.

These are the most egregious
cases and there should be

sanctions when these cases are

initiated.
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Canada ruling may provide way to avoid class action lawsuits
By GLORIA GONZALEZ

A recent Supreme Court of Canada
decision strongly supporting arbi-
tration to resolve disputes between
businesses and consumers will be a

useful tool in managing class action
litigation risks, legal experts say.

Even so, businesses located in
two of Canada's largest provinces
likely will be less affected by the
decision as provincial laws prohibit
businesses from requiring con-
sumers to submit to binding arbitra-
tion, experts say.

The ruling stems from Dell Com-
puter Corp.'s mislabeling of prices
on its Web site. In April 2003, two
handheld products were incorrectly
listed for sale online at substantially
lower prices than intended. Before
Dell could completely correct the
problem, 354 Quebec residents
ordered the units at the lower

prices. The company announced it
would not honor those orders,
prompting a buyer and a consumer
advocacy group to seek permission
to launch a dass action lawsuit

against Dell in Quebec.
Dell sought to dismiss the request

and refer the proceeding to arbitra-
tion based on a mandatory arbitra-
tion clause in its online contract

terms and conditions for sales.

The trial judge ruled the arbitra-
tion clause did not apply because of

Quebec law giving provincial enti-
ties jurisdiction over an action
involving consumer contracts with
Quebec residents. The Quebec
Court of Appeal upheld the ruling
in 2005, saying Dell had not proper-
ly brought the arbitration clause to
the customer's attention because

customers had to access terms and

conditions via a hyperlink. There-
fore, the court ruled, Dell could not
enforce the arbitration clause.

In Dell Computer Colp. vs. Union
des Consommateurs, the Supreme
Court of Canada in July dismissed
the motion seeking authorization
for a class action lawsuit against the
company and referred the claim to
arbitration.

In its decision, the Supreme
Court made several assertions that

could be favorable to businesses.

It held that a challenge to an arbi-
trator's jurisdiction must be
resolved first by the arbitrator
unless the challenge is based on a
question of law, which is a "strong
statement" on the role of arbitra-

tion in the justice system, said Mah-
mud Jamal, a partner in the Toron-
to-based litigation group of Osler,
Hoskin & Harcourt L.L.P., who rep-
resented Dell in the case.

The Supreme Court also ruled
that arbitration agreements can pre-
clude class actions even in Canadi-

an consumer contracts, because a

class action is a procedural vehicle
rather than a substantive right.

"It shows confidence in the insti-

tution of arbitration as a whole,"
said Anne-Marie Lizotte, a Montre-

al-based partner in the research
department of Osler and co-counsel
for Dell.

'Keep putting these
(arbitration) clauses in if

you want to manage the
risk of class actions.'

Frederic Bachand, McGill University

Previously, some lower courts
treated arbitration clauses as an ele-

ment in the overall decision of

whether to certify a class action and
considered whether a class action

would be preferable, litigation
experts say.

The Supreme Court also ruled
that the terms and conditions of the

Dell agreement were sufficiently
accessible because consumers could

dick on a hyperlink that appeared
on every page that the consumer
accessed.

As a result of the ruling, it is clear
that the Supreme Court believes
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that consumers have a responsibili-
ty to read terms and conditions
when purchasing goods over the
Internet, said Christine Carron, a
senior partner in the corporate and
commercial litigation department
of Ogilvy Renault L.L.P. in Montre-
al.

Several litigation experts said the
Supreme Court's decision effective-
ly gives companies a tool to mini-
mize the risk of class action law-

Suits.

"It will basically provide a way of
blocking class actions," Mr. Jamal
said.

Ontario and Quebec, though,
have passed legislation prohibiting
the waiving of class action rights in
consumer contracts, and Alberta
law bans arbitration clauses in lim-

ited situations, litigation experts
say.

A company that operates in both
Quebec and Saskatchewan would
find that an arbitration clause is

rendered meaningless by Quebec's
law, but would be enforceable in
Saskatchewan, said David Stolow, a
partner in the class action and cor-
porate commercial litigation depart-
ment at Davies Ward Phillips &
Vineberg L.L.P. in Toronto. "There
is no clear, hard and fast rule as to
the standard that is going to apply
across Canada," he said.

However, even in provinces with

legal prohibitions, the bans apply
only to certain types of contracts,
said Frederic Bachand, assistant pro-
fessor in the faculty of law at McGill
University in Montreal, who inter-
vened in the case on behalf of the
London Court of International

Arbitration, an international insti-
tution for commercial dispute reso-
lution.

In Quebec, for example, insur-
ance contracts are excluded from

the law so insurers are likely to
include arbitration clauses and stip-
ulations barring class actions in
their contracts, he said.

"I wouldn't be surprised if Dell
wasn't part of a broader movement
or trend where courts would make it
harder for class actions to be com-

menced in Canada," Mr. Bachand
said

From a risk management perspec-
tive, though, companies wanting to
minimize their class action expc,-
sures should include arbitration

clauses in contracts in light of the
Supreme Court decision, experts
say.

"Keep putting these clauses in if
you want to manage the risk of dass
actions," Mr. Bachand said.

Dell Computer Corp. vs. Union des
Consommateurs , and Olivier

Dumoulin, 2007 SCC34, July 17,
2007
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Companies face new media exposures with online publishing
Cyber risk insumnce market grows as more companies purchase covemge to avoid lawsui8
By KRISTIN GUNDERSON HUNT

As technology continues to change
the way companies do business,
more insurers are broadening their
coverage to help meet the expand-
ing legal exposures companies face
as a result of publishing content
online, especially those not consid-
ered traditional media or publishing
outlets.

"From the telephone to the radio
to the television, technology is
always changing and the law has to
adapt to deal with it, and it's doing

WHAT TO AVOID

Companies must be careful to avoid a
host of legal pigalls when publishing
content, regardless of what medium they
use to publish, that indude:

DEFAMATION: Untrue and harmful

factual statements about another

person.

PUBLICITY/PRIVACY
RIGHTS VIOLATION: The commercial

exploitation of someone else's name
or image (publicity rights) or the pub-
lic disclosure of private factual infor-
mation.

COPYRIGHT INFRINGEMENT:

Republication of someone else's
copyrighted material.

TRADE SECRET MISAPPROPRIATION:

Disclosure or use of a company's
secret data.

Source: High Tech Law Instimte
at Santa Clam University

that with the Internet right now,"
said Eric Robinson, staff attorney for
the Media Law Resource Center, a

nonprofit information clearing-
house in New York.

Any company using new media
to publish content faces the same
exposures as a traditional publisher
or media outlet, said Jay Brown,
New York-based senior claims coun-

sel for the technology, media and
telecom division of London-based

Hiscox Global Markets.

"Companies have to bear in
mind they are legally responsible
for what goes out on their site," said
Mr. Brown. "They need to educate
themselves on the traditional media

rules. Just because the medium has
changed doesn't mean the rules of
the road have changed."

Some typical legal pitfalls include
defamation, publicity and privacy
violations, copyright infringement
and trade secret misappropriation,
said Eric Goldman, an assistant law
professor and director of the High
Tech Law Institute at Santa Clara

University law school in California.
Mr. Goldman said a company's

liability has less to do with the tech-
nology it uses than the content it
publishes.

"There is a disconnect," Mr.
Goldman said. "People are publish-
ing content when they don't
see themselves as content publish-
ers. They think it's all about techno-
logical risks when it's all about

content risks."

Still, technology has enabled
more content publishing, further
exposing companies-even on an
international level. Because the

Internet has no boundaries, compa-
nies are subiect to laws in numerous
countries.

"Once you're on the Internet,
you're global," said Laura Johnson,
vp of Euclid Managers L.L.C., an
underwriting manager based in
Kansas City, Mo.

She said implementing restric-
tions can help protect against law-

suits. Companies should consider
the amount and type of content
they're willing to publish. They
need to determine who is allowed

to post content, the subjects they
are permitted to discuss and who is
responsible for monitoring the con-
tent.

Highlighting restrictions on
interactive Web sites and dis-

claimers regarding the accuracy of
the site's information can also miti-

gate risk, Ms. Johnson said.
With such widespread use of the

Internet, however, even the most

cautious companies are still vulner-
able.

Approximately 70% of U.S. adults
use the internet, according to
research from the Pew Internet and

American Life Proiect, a nonprofit
Washington organization that
studies the Internet's impact on
communities and work and home

life.

The Digital Millennium Copy-
right Act, passed in October 1998, is
one of the most well-known pieces
of legislation affecting content pub-
lishing on the Internet. It prohibits

E- JLCaol»t

anyone from evading technological
measures that protect a copyrighted
work. It also protects Internet ser-
vice providers and Web hosts from
copyright infringement under the
act's "safe harbor" provisions if they
implement appropriate procedures
for taking information down from
their sites.

The Children's Online Privacy
and Protection Act of 2000 is anoth-

er prominent piece of legislation. It
targets commercial Web sites and

See MEDIA next page
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Media: Cyber risk market grows as more companies buy coverage
CONTINUED FROM PREVIOUS PAGE

online services either directed to

children younger than 13 or those
in which children younger than 13
provide online information. The
Federal Trade Commission has

brought several actions against
companies such as Mrs. Field's
Cookies, Hershey Foods and Lisa
Frank Inc. under the act for collect-

ing personal information from chil-
dren without first obtaining the
proper parental consent.

States are also taking an active
role. Ms. Johnson said more states

require that companies notify indi-
viduals whose identities they have

wrongfully exposed.
As for lawsuits, the current focus

seems to be on blogs. So far this
year, four cases have resulted in ver-
dicts against bloggers in which they
paid damages-of $2 million and
$3 million in two instances-to the

plaintiffs. Ms. Johnson said more
than 50 lawsuits tied to blogs have
been filed in recent years.

Ms. Johnson also said social net-
working sites, similar to MySpace,
are the next likely candidates to be
hit hard by lawsuits under defama-
tion, copyright and trademark
infringement laws.

With more lawsuits popping up
and precedent being set, more com-

MECE ©E MOND'

When faced with puzzling insurance and
risk management issues, turn to Navigant
Consulting to help resolve dispute,
operational and regulatory challenges.

NAVIGANT
CONSULTING

www.navigantconsulting.com
1.800.621.8390

©2007 Navigant Consulting, Inc. All rights reserved. 'NAVIGANT« is a service mark of Navigant Intemauonal,
Inc. Navigant Consulting, Inc. (NCI) is not affiliated, associated, or in any way connected with Navigant
International, Inc. and NCIrs use of NAVIGANT is made under license from Navigant International. inc.

panies are investing in cyber liabili-
ty insurance.

The annual gross written premi-
ums for the 2007 U.S. cyber risk
market is estimated in the $400-mil-

lion range, up from $300 million to
$350 million last year, according to
information in the "Cyber Risk
Market Survey 2007," in the June
Betterley Report published by Bet-

New insurers are coming
in and providing pretty
adequate coverage, which
reflects tile fact it's a

risk that is virtually
universal to all

companies.'
Geoffrey Allen, Willis of New York Inc.

terley Risk Consultants Inc.
The survey focused on coverage

for organizations offering products
and services via the Internet, such

as retailers and content providers.
Experts said between 10 and 15

insurers offer cyber risk policies that
nonmedia companies can buy to
protect themselves from online
exposures.

"New insurers are coming in and
providing pretty adequate coverage,

which reflects the fact it's a risk that

is virtually universal to all compa-
nies," said New York-based Geoffrey
Allen, senior vp of executive risks
and errors and omissions and eRisk

product leader for Willis of New
York Inc.

Experts said cyber liability poli-
des vary widely. The most consis-
tent piece of cyber liability coverage
is network security, which covers
computer attacks including hack-
ing, viruses and liability for infor-
mation disclosed or for services a

company couldn't provide while its
system was down.

Additional media liability cover-
age for defamation, copyright or
trademark infringement, and mis-
use of intellectual property might
be included in a cyber risk policy.
However, in a menu-driven system,
where companies can pick and
choose additional coverage for their
policies, companies might add such
coverages to their professional lia-
bility or errors and omissions poli-
cies.

Some companies' online activi-
ties still can be covered through
their general liability policy,
although experts warned they
should ensure their online activities

match the scope of their coverage.
A variance in price for cyber risk

policies also exists.
Ms. Johnson said for small com-

panies, the minimum premium
range is typically between $1,500
and $5,000 for up to $1 million in
coverage, subject to a minimum

CYBER RISK COVERAGE

Specific coverages that may be, but
are not always, included in a cyber
risk policy are:

• Errors & omissions

• Virus

• Unauthorized access

• Security breach

• Personal injury

• Advertising injury

• Loss of use

• Resulting business interruption

• Copyright infringement

• Trade or servicemark infringement

• Patent infringement

Source: Betterley Risk Consultants

retention or deductible of $2,500.

She said estimating a price range
for large companies' policies is diffi-
cult because the cost is so reliant on

the type of company and the extent
of its Web presence.

Mr. Allen said insurers will take

similar factors into consideration

before underwriting a policy. How-
ever, with broader coverage becom-
ing available and no sign that use of
the insurance is falling off, compa-
nies should be able to get the cover-
age they need.

"It's here to stay," Mr. Allen said.
"There's a need for the product."
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Avoid film interruption with a pre-production plan
By Neil Gibson

Tabloids are flooded with stories of

the mishaps that befall certain
actors and actresses. For most, it
may seem like mere gossip fodder.
What is often overlooked, however,
is that these celebrities are a main

component of a business-the film
business.

The unavailability of an actor can
result in a total interruption of the
filming process, while the produc-
tion company remains financially
responsible for crew, equipment,
locations, rentals and other expens-
es during this downtime. Damaging
or preventing access to a set loca-
tion can also lead to interruption or
postponement of the scheduled
filming at an additional expense to
the production company.

Entertainment production insur-
ance packages, under certain condi-

Celebrities are a main

component of a business-
the film business.

tions, provide protection against
the extra expenses stemming from
an interruption, postponement or
cancellation caused by these types
of situations. However, most pro-
duction companies are unaware of
the specifics of the policy and how
it will respond to a possible loss.

Although most incidents are not
foreseeable, by understanding the
potential problems, reviewing the
policy and developing a plan before
a problem occurs, dealing with the
claims process and resuming pro-
duction will be a far smoother pro-
cess when problems do happen.

The first step in any production
interruption plan should involve
reviewing and understanding the
policy before the start of shooting.
While policy wordings may differ
depending on the underwriter, the
general and special conditions or
definitions of the standard produc-
tion policy include the following:

• Special rights and duties: Under
the terms of production coverage
forms, the production company is
required to ensure that all contract
terms for performance services,
facilities, property, equipment and
supplies are sufficiently longer than
the estimated time of completion.
Before commencing filming, pro-
duction companies should ensure
they have reasonable flexibility to
allow for the possible interruption.
Recovery may be limited if the extra
expenses incurred are increased due

to the failure to meet the contract

term requirements of the policy.
• Notice of loss: Companies must

contact the insurer immediately to
report a loss. Given the transient
nature of the production industry,
delays in reporting can also mean
that payment will be delayed or
even denied due to the insurer's

potential inability to properly inves-
tigate and gather sufficient informa-
tion.

• Due diligence: Production com-
panies must use reasonable care and
do all things reasonably practicable
to avoid, minimize or diminish at
their own expense any loss or cir-
cumstance that could result in a

claim. The rule of thumb for this

particular condition is for produc-
tion companies to act as if they
were paying for the extra expenses
out of their own budget.

• Access to records and examina-

tion under oath: Companies
should provide the requested
documentation in support of
the loss amounts claimed and

give adjusters immediate access
to anyone who must be inter-
viewed during the course of the
investigation.

• Subrogation: Companies
should also assist the adjuster in

providing the required documents
or other supporting evidence to
assert recovery rights and ultimately
minimize the loss.

When an extra expense claim
occurs, there are a significant num-
ber of variables that affect the end

result. For example, if a cast mem-
ber suffers a minor injury or ail-
ment, there may be options to
shoot around the individual until

he or she is able to return, which in
some cases prevents a loss. The
most important initial step by the
production company is accurately
assessing the situation at hand, as
well as the available options. An
experienced adjuster can assist in
the evaluation and possibly identify
alternatives of which the produc-
tion may be unaware.

Extensive documentation is

required during the claims process,
and while it is impossible to prepare
all the documents before an event,
organizing what is available and
having a checklist prepared will
expedite the process. While each
loss is different, production compa-
nies may expect to be asked to pro-
vide the following documents,
among other things:

• Incident report detailing facts of
loss, along with independent sup-
porting documentation.

• Contact information for crew.

• All call sheets and daily produc-
tion reports

• A separate accounting ledger set

up after the incident to isolate and
capture all insurance costs and
gather all supporting documents to
substantiate these costs (time cards,
payroll reports, invoices, contracts,
etc.).

Early and continued communica-
tion, along with the timely submis-
sion of the required information,
will usually result in an expeditious
and satisfactory resolution for all
parties involved. Occasionally, a
dispute will arise regarding general
policy conditions or scope of the
loss, and it should be understood

that the policyholder does have

'f,

redress under the policy through
the appraisal condition, although
there is a time limit on lawsuits.

However, such instances are rare, as
most adjusters, insurers and the
production policyholder can usual-
ly come to an agreement regarding
items under dispute.

Insurers are committed to paying
what is reasonably owed under the
policy. With the advocacy of the
broker in any dispute, most issues
are capable of resolution without
legal action, as all parties work to
find common ground for resolu-
tion.
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Neil Gibson is a senior general
adjuster for Crawford & Co.
(Canada) in the Global Techni-
cal Services ofice in Toronto.
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HELP WANTED HELP WANTED 1 LEGAL NOTICE LEGAL NOTICE LEGAL NOTICE

UNNED STATES BANKRUPTCY COURT • SOUTHERN DISTRICT OF NEW YORK

In re Petition of PRO Insurarce Solutions Limitad, as foreig, representative 01 GREYFRIARS INSURANCE COMPANY LIMITED, SOVEREIGN
X

In a Case Under Chapter 15
North Carolina Health Insurance Risk Pool INSURANCE (UKI UMITED, ALLIANZ INSURANCE PLC, HEODINGTON INSURANCE (U K) LIMITED, MITSUI SUMITOMO INSURANCE COMPANY of the Bankruptcy Code

(EUROPE), LIMITED, THE OCEAN MARINE INSURANCE COMPANY LIMITED, OSLO REINSURANCE COMPANY (UK) UMITED, THE SEA
INSURANCE COMPANY LIMITED, TOKIO MARINE EUROPE INSURANCE LIMITED, WAUSAU INSURANCE COMPANY (U K) LIMITED, and Case Nos 07 8 12934 (IMP)Executive Director ALLIANZ GLOBAL CORPORATE & SPECIALTY {FRANCE) through 07 8-12944 (JMP)

Oebtors in a Foreign Proceeding (Jointly Administered)

Responsible for the start-up and management of the new North Carolina Health NOTICE OF ORDER, PERMANENT INJUNCTION ANDD RELATED RELIEF
Insurance Risk Pool (Pool). The Pool, a non-profit, has a mission to help to reduce NOTICE IS HEREBY GIVEN THAT, In connectic-1 w rh the peltions filed or September 18,2007 (the «Pelitions") b3 PRO Insurance Solutions LImited (the 'Pelitioner),In its capacity as the duly
the number of uninsured in North Carolina by offering more affordable health In- auttonzed foreign representatlie, as defined in sec= 1(1124) of title 11 of .he Unlted States Code (the 'Bankruptcv Code') of Grevfnars insurance Company Umited, Sovereign Insurance (UK)

Umited, Aillanz insuranceple, Heddington Insurance U B ) United, Mitsul Sumitomo Insurance Company (Europe) Limited, The 6cean Manne Insirance Company Limited, Osio Remsurance
surance coverage for individuals whose medical history and lack of access to em- Company (UK) United, The Eea Insurance Com)an, Lin*d Toi(to Manne Europe Insurance Limited, Wausau Insurance Company (U K ) limited, and Allianz Global Corporate & Speoalty
ployer health insurance render coverage unaffordable. Position works under the (France) (collectively, the 'Pettoning Companies') The Unitec Sates Bankruptcy Court for the Southern Distnct of New York (the 'Bankruptcy Court') bas issued an Order Granting Recognition of

Foreign Proceedings, Permanmt Injunction and Related Rellef Che 'Order*), among other things
direction of the Board of Directors. Executive Director must insure that revenue 1 Orowding that the proceedings respecting tha 5 hemes (as defined m the Order) of the Pelitioning Companies under the Companies Act 1985 of Great Bntain (the 'Companies Acr) in the
sources exceed expenses of the Pool. The Executive Director will be required to High Court of Justice 01 England and Wales (the '1- gh Courf) aid the Schemes of the Petitioning Companies are granted recognition pursuant to section 1517(a) of the Bankruptcy Code,

2 °roviding thal the procmedings respecting the Scheme. of each ot the Petitioning Companies other than Allianz Global Corporate & Specialty (France) ('Allianz Global') under the
exercise Judgment in program planning, coordinate complex strategies involved Companies Act m the High Ccmrt, and the Schemes of such Pettioning Companies, are granted recognition as foreign main proceedings pursuant to section 1517(b)(1) of the Bankruptcy Code,
with the delivery of quality health care coverage to a high-use market and deter- 3 Owding that the procelding respecting the Scheme of Allianz Global under the Companies Act before the High Court, and the Scheme of Allianz Global, are granted recognition as foreign

nonmain proceed,rgs pursuari to section 1517(b)(2,0 the Bantruptcy Code,
mine the most effective allocation of Pool resources Duties include administer- 4 Droviding that all relief atorded foreign mainloceedings lursuant to section 1520 of the Bankruptcy Code is granted,
Ing contracts with third party vendors, reporting on operations, ensuring compl; 5 'roviding that sections 361 and 362 of the Batikrupic'/ Dode apply Mith respect to the Pet,tioning Companies and the property of the Petmoning Comparies that is within the temtonal

junsdiction of the Lnited States in relation to Schene Claims (as defined in the Order),
ance with statutory guidelines and Interacting with various publics. 6 Providing that sections 363,549, and 552 01 the Bail,rup cy Code apply lo a transfer of an Interest of a Petitioning Company in property that Is within the temtonal junsdiction of the United

States and related to the WFLM Pools Business (as d€lined m tie Order) to tile same extent these sections would apply to property of an estate,
The Executive Director must have a four year degree, preferably in health admin- 7 Providing thal the Peliticner maK in accordarce with the Schemes, oferate the WFUM Pools Business of the Petmoning Companies and may exercise the rights and powers of a trustee

under and to the extent provided by sections 363 aid 52 of the Bankruptcy Code In relation to such WFUM Pools Business,istration, business administration, insurance, economics, or similar disciplme and
8 Prowding thal the Pet,holer may, in accordaace vitt tie Schemes, operate all of the business of Greytriars insurance Company Limited CG eyfriars') and Sovereign insurance (UK) Limited

a minimum of six years experience in health insurance and extensive manage- (Sovereign UK') aid may exectse the nghts and powers of a tristee under and to the extent provided by sections 363 and 552 of the Bankruptcy Code In relation to such business,
9 Providing that section 552 of the Bankruptcy Coce aiphes to property of the Petitioning Companies that is within the temtonal junsdiction of tie United States and related to the WFUM Poolsment experience, or an equivalent combination of education and experience. Busness,

Graduate degree in job related discipline will be valuable. The position requires 10 Droviding th:t section 552 of the Bankruptcy Coce alpiles to all of the groperty of Greyfnars and Sovereign UK *at Is within the temtonal lunsdicllon of the United States,
strong interpersonal skills, In-depth knowledge of the health insurance industry 11 Providing thal the Petiticning Companies'S:henes Orcading any mcd,fications or amendments to such Schemes) shall be given full force and effect m the United States, and shall be

bmding on and enforceable against any person or e·ntlt· that is E Scheme Creditor (as defined in the Order) of the Pet tioning Companies, Including, without limitation, against such person or entity
along with strong organizational and presentation skills. Position ts available Im- In lt. capacity as a debtor of a Scheme Company (ds d3fined m the Order) in Ihe United States,

mediately; start date ls negotiable Competitive compensation package offered. 12 Droviding that a Valuaticn Statement (as dam' in the Crder), Induding all amounts determined by the Scheme Adjudicator (as defined In the Order), Scheme Actuary (as defined m the
Order). or Actuanal Adiudicato (as defined In the ird Er), shall oe final and binding on the Petmoning Companies sublect to sanctioned and effective Schemes and any person or entity that ts a

Submit a resume and cover letter that includes salary history and salary require- Scheme Creditor o a Petitioning Compan, indudtrs, v'Ithout limtation, against such person or entlly In Its capacity as a debtor of a Scheme Company n the United States,13 Permanently enjoining all Scheme red:tors : a.ly Peitoilng Company from taking any action In contravermon of, or inconsistent with, the sanctioned and effective Schemes,
ments to: NC Health Insurance Risk Pool, c/o Lisa Howell, NC Department of In- 14 Requiring O,at, in accordalce with dause 284 of the SchEn-35, Bit Scheme Creditors of any Petitioning Company must abide b,t and be bound by, the terms of the sanctioned and effective Schemes,
surance, 1201 Mail Service Center, Raleigh, NC 27699-1201 or Ihowell@ncdoi.net. 15 iermanently enjoining, except as otherwlse sro··Ided henin or in the Schemes, all Scheme Creditors of any Petmoning Company from se,zing, repossessing, transfernng, relmquishing or

dispos ng of any priperty of an, Scheme Compan subjec- ti a aanchoned and effective Scheme, or the proceeds thereof, in connection with any Schene Claims in fhe United States,Executive Director position is not a state job. 16 ermanently enjoining, n accordance with he Schemes, all Scheme Creditors of any Petitioning Company frc m (a) commencing or continuing any Proceedings (as defined fri the Order) 1
(induding, without imitation, anitration, mediation 4 ar.y judaa. quasi judicial, administrative action, proceeding or process whatsoever) In connection with any Scheme Claim, including by way of I
counterclalm, against a Schema Company subject to a sanctiond and effedve Scheme, or any of its property In the United States, or any proceeds thereof, and seeking discovery of any nature I
aganst such Scheme Compan (b) enforcing any jud DIal, gia 4 judicial, administrative judgment, assessment or order, or arbitration award obta ned in connection with any Scheme Claim, and Icommencing or cont:nuing an) roceedings in correct 3n with any Scheme Claim (including, withoutlimitation, arbitrallon, med,ation orany judicial, quasi judicial,administrative action, proceeding |

HELP WANTED or process whatsoever) or anv counterclalm to creste. pe,iect c r enforce any lien, attachment, garnishment, setoft or other claim arising out of a Scheme Claim against any Scheme Company
subjec to a sancticned and efective Scheme or ar, of Its popely In the United States, or any proceeds thereof, including, Mthout limitation, nghts under reinsurance or retracession contracts, (6)

Talle tull advantage invoking, entorcing or relying m the beneflts of awy s-atue nle or requirement of federal, state, or local law or regulation requinng a Scheme Company subect to a sanctioned and effective
Scheme to establish or post Bcunty m the form 31 : bond, letter of credit or othemise as a condmon of proseating or defending any Proceedings (including, without limitation, arbitration,President

Large insurance brokerage seeks Presi- 01 your resources! med ation or any judicial, quasi judicial, administrat,e ection, prxeedings or process whatsoever) in connection with any Scheme Claim and such statte, rule or requirement will be rendered null
and void for Proceedings, Drorded however, that mothing m tii Order shall in any respect (1) affect any Secunty (as defined in the Order) or the replacements for such Secunty or (11) enloin any
policy or regulaton, act of a governmental unit, inclu€ing : crminal action or proceeding, in accordance with section 1521(d) of the Bankruptcy Code, (d) drawing down any letter of creditdent for our Miami office. Qualmed candi- established by, on behalf oral tie request of, a Sckme Company subject to a sanctioned and effective Scheme, that relates to a Scheme Claim or the WFUM Pool Business in excess of amounts

date will develop and Implement plans to iii P,int ... expressly authonzed by the te ms of the contract or cther agr•·ement pursuam to which such leRer of credit has been established, and (e) witldrawing from, setting oil against, or otherwise
appl,rg property that Is the suoject of any trust or escrow agreement or similar arrangement that relates to a Scheme Claim or the WFUM Pool Businessin which a Scheme Company subject to amaximize the revenues and profits of the sanct,cned and effective Scheme has an Interest Ir axess of amounts expressly authonzed by the terms of the contiact and any related trust or other agreement pursuant to which Such letter of

office while supporting the corporation's PRp SIONAL MARKETPLACE credt, trust, escrow, or similar arrangement has bean estallishel, Drovided. lowever, no drawing against any letter 01 credit shall be made in conreckn with any commutation unless the amount
-- -- has been agreed in wnting with the Rattioner or the Sd eme Maiager (as defined in the Order) or permitted by further Order of the Bankruptcy Court,

strategic business plan and Initiatives; 17 Requinng that, In accordance with the terms of tle Schernes, all persois and entities In possession, custody or control or property of the Pellboning Companies or the proceeds thereof, to
grow the company's name in the communr g- turn over and account for such property or proceeds thereof to h Petttioning Companies or the Scheme Manager,

5 16 Requinng that all Scheme Creditors of the Petttoring Ccmpanies that are beneliaanes of letters of credit established by, on behalf or at the request of a Scheme Company subject to a
ty and provide leadership to staff and c e sancticned and effective Scheme or parties to any ms: escioN or mmitar arrangement In which a Scheme Company subject to a sanchoned and effective Scheme has an interest that relates to a
ate an environment that fosters teamwo k

i- .'.....35* Scheme Claim or the WFUM Bol Business, to (a prc,Ade noti :e to the Petitionets Unded States counsel (Chadboume & Parke LLR 30 Rockefeller Plaza, New York, NY 10112, Attn Francisco
Valcuez, ESQ and, with respect to Greyfnars and Soveeign UK notice should also be sent to Allen & Overy LLR 1221 Avenue of the Amencas, New ibrk, NY 10020, Attn Stephen 000dy, Esq )and creativity. Major responsibilities n of any drawdown on any letter of credit established by, Dn behal or at the request of, a Scheme Company subject to a sanctioned and effective Scheme, or any withdrawal from, setoff against, or

ma.17/fee #:2-clude: Develop budget and business plans other application of property thEt is the subiect of amv tr.Ist or es, row agreement or similar arrangement in which a Scheme Company subject to a sanctioned and effective Scheme has an interest,
= -=51 together with information suflic ent to permit the Scheme Manager to assess the propnety of such drawdown, withdrawal, setoff or other application including, without limitation, the date andimplement sales training program, aggres- R amount of such dmwdown, wlihdrawal, setoff or oMer app'Ica icl and a copy of any contract, related trust or other agreement pursuant to which any such drawdown, withdrawal, setoft, or other

sively grow mid-market business through application was made, and provide such notice aid clher nio mation contemporaneously therewith, and (b) tum over and account to the Scheme Manager for all funds resulting from such
drawdcwn, withdrawal, setoff, or other application n ecess d imounts expressly authonzed by the terms of the coritract, any related trust or other agreement pursuant to which such letter ofcross selling and managing sales force. 'Imm credit, -rust, escrow or similar a rangement has bee, estab ishec

1 5 Requmng that every Scheme Cred,tor of the 3* on,ng Ccmpantes that has a dalm Of any nature or source ansing out of a Scheme Claim or the WFUM Pool Business and that is a party toMonitor production, retention and business
any action or other legal proceeding (Including, wil outlimitatior arbitration or any judicial, guam judicial, administrative action, proceeding or process whatscever) pending in connection with anygrowth. Acquire new talent, mentor pro- SchEme Claim or WFUM Pool Business In which a Sc&eme Conpany subject to a sanctioned and eflective Scheme ks or was named as a party, or as a res.lt of which a Scheme Claim may be

fessionals and develop a succession plan. established, to place such Sc-eme Company, the Sci exe Mnager and the Pebhoners United States counsel (Chadbourne & Parke LL-R 30 Rod(eteller Plaza, New York, NY 10112, Attn

BS degree (Risk Management and Insur- and O -ne Francisco Vazquez, Esq,and with respect to Gre¥ ilars and Sciereign UK, notice should also be sent to Allen & Overy LLE 1221 Avenue of the Americas, New York, NY 10020, Attn Stephen
Doody, Esq ) on the master ser,ice list of any such act, in oro:h·*r legaj proceading, and to take such other steps as may be necessary to ensure that such counsel receives (a) copies of any and

ance or Finance major preferred) and at all documents served by the palles to such action Jr cher lega proceeding or issued by the court, arbltrator, administrator, regulator or similar official iaving junsdiction over such action or legal
proceeding, and (b) any and al Lorrespondence, orcthe r documonts circulated to parties named In the master service list,

least 10 years relevant professional experi- 20 Providing that nothing in the Order Shall in Bly resoect prevent the commencement or continuatton of proceedings agmnst any person or entity or other insur other than the Scheme
ence in the insurance Industry with 5 years Comianies subject to sanchored and effecuve SCHmes, proiled, however, that d any third party shall reach a settlement with, or obtain a judgment against, any person or entlty other than the- '1 Scheme Companies subject to .anctioned and effect ve.Scheme., such settlement or judgment shall not be bmdIng on or enforceable against any o the Schene Companies, and
minimum in a sales management position -- I _3 21 Providing that except wilh respect to the matersover whrh the Banknplcy Court has expressly retained lunsciction, the above referenced Chapter 15 cases are hereby dosed, sublect to
Excellent communication skills a must. - I.... I.- -- being reopened pursuant to serion 350(b) of the 8.-nkriptcy Co le

Copies of the Order, the Schemes and the Petitiols ce:val able upon wntten request to the undersigned counsel
Ability to know and develop strong market-1 :1 ==2 CHADBOURNE & PARKE LLP ALLEN & OVERY LLP

Ing and specialty risk placement relation- Attorneys for Petitioner, as foreign representative of tie Peltioning Companies Attorneys for oetilloner, as foreign representative of Gfeyfriars and Sovereign UK
-- 30 Rod(efeller Plaza 1221 Avenue of the AmencasA ships and maximize commission rates -- New Ybrk, New Ybrk 101 2 New York, New York 10020

where feasible Please send cover letter, (212) 4085110 (212) 610 6300
Attn Howard Selle, Esq and Francisco ValcLez Esq Attn Ken Coleman, Esq and Stephen Doody, Esqresume and salary history to Bus,ness

insurance, Box 3258,360 N. Michigan PROFESSIONAL MARKETPLACE has it all!
Avenue, Chicago, IL 60601 or e-mail Call 312-649-5340 for details
bibox3258@Businesslnsurance.com.
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LEGAL NOTICE LEGAL NOTICE NEW JOB TITLE: Chief

BROKERS: executive officer of Woodruff-

IN THE HIGH COURT OF JUmCE Sawyer & Co. in San Francisco
CHANCERY DIVISION Willis Group Holdings Ltd has made sever-
COMPANIES COURT

No 7637 of 2007 al senior-level promotions START DATE: Jan 1, 2008
iN THE MATTER OF ShoJI Ohashi has Joined as the new rep-

WINTERTHUR SWISS INSURANCE COMPANY resentative director and chairman of Willis BEFORE THE PROMOTION: 1
AND IN THE MATrER OF THE COMPANIES ACT 1985 OF GREAT BRITAIN .

SCHEME OF ARRANGEMENT Japan Holdings KKm Tokyo He joins was an employee benefits
between Willis after retiring from his position as practice leader for three years,

WINTERTHUR SWISS INSURANCE COMPANY (formerly Amdent and Budty Insurance Company WInterthur) (m mfa of business
wntten through the agency of CR Dme & Ce Limited) chairman of Marsh Japan and have 16 years experience in

and its SCHEME CR£DITORS (as Mined m the Scheme ofArrangement refeired to below) Yoshiki Yamamoto is the new director employee benefits and
NOTICE IS HEREBY GIVEr that by ar order dated 25 Octoter 2007 made in the Hh Court of justice of England and Wales m the abovemaner the Court has direcEd that a rreeting of the Scheme Creditors (as defined in tne scheme of arrangement here,naftermentioned) (the and chief executive officer of Willis Japan insurance

'Meeting") of Winterthur .wiss Insurance Company (the «Companf) be convened for the purpose of considering and.If thought fit.
approving (w,th or withou modification) a scheme of arranfement proposed to be made between the Company and its Scheme Creditors Holdings K K Previously, he was senior vp
pursuant to section 425 of he Companies Act 1985 (the 'Scieme•) The Meeting will be held on Friday 11 january 2008 at the offices of
Clyde & Co, 51 Eastcheap, london, EOM UP, United Kingdim, commencing at l lam (London time) in the global risk management depart- REASON FOR THE SWITCH: 1

All Scheme Creditors are r.quested to attend at such place and time either In person or by proxy Scheme Creditors may vote in person at ment of Marsh Japan took the new Job to take
the Meeting or may appoir- another porson, whether a Schene Creditor or not, as their proxy to attend and vote in their place
Scheme Creditors are all cedants of the Company having claims or potential future claims arising under or m connection with any reinsurance Lanny Johnson and Lisa Fielding King advantage of the opportunity to independence
policies undengritten on the Compan>'s behalf through the agency of CR Driver & Co Limited between 1 january 1967 and 31 December
1981 with the exception ofiny clatms ansing out of policies entered into with Lloyd's Syndicates in respect of which the Company considers have been named lead one of the premier
that its habllity has been ccmmuted senior vps m the Independent brokers In the
Sch·pme Creditors are requsted to lodge completed forms of kroxy and voting forms at KMS Insurance Management Limited, America House,

FIRST TIME IN THE JOB

2 America Square, London, EON 2LO United Kingdom marked for the attention of Richard Finney by 530pm (London time) on Tuesday 8
Janeary 2008 Forms may 2150 be handed,n at the registraticn desk prior to the Meeting Completed forms may be returned by fax and, if

r i company's United States MARKET: I sold home-grown

scanned and saved in Port:ble Docurrent Format (PDF), by email Please note that faxed and emailed forms will only be accepted if they Philadelphia oper- zucchinl door to door in my
are egible and (in thecasejffom reiumed by email)they afereceived in the mailbox of the addressee and can be opened and printed by
the ecip,ent Scheme Credlors are recuested to send the oriE'nals, to be received at the above address by 5 30pm (London lime) on Friday ations Previously, VITAL STATISTICS: I have a neighborhood, age 8
18 lanuary 2008, or to hand them ma the registration desk Snor to the Meeting Mr Johnson was a Bachelor of Arts from the
A copy of the proposed Sci·2me aida statement explaining tte effect of the Scheme, as well as blank forms of proxy and voting forms, may
be cbtained by attending al or on written application to KMS Insurance Management Limited, America House, 2 America Square, London,
EON 2LU, United KIngdon marked for the attention of Richa·d Finney bdore 5 30pm (London time) on Tuesday 8 january 2008 They may .r :* j' senior vp at Marsh University of California in Los TOP ADVICE: It sounds so basic,
also be downloaded and prnted from,he website www winterthur crdriver scheme co uk 1 & McLennan Cos Angeles I spent 13 years at but It's the key to success in our
The Court has appointed Gorge Clarke of KMS Insurance Management Limited or, falling him, Bill Goodier, of Continuum Holdings Limited,
to act as chairman of the Meeting and has directed the chairman of the Meeting to report the result of the Meeting to the Court The Coull /L Inc Ms King was Marsh In San Francisco and business and too many people
has appointed William J B.wer to act as independent vote eviewer for the purposes of reviewing the values placed on Claims for voting
purl:oses and preparing a r€Dort on the reasonableness of tho•e values for submission to the Court formerly health Orange County, prior to Joining forget It "Stay close to clients "
if approved by the requisitemprity of creditors (or any classd them), the Scheme will be subject to the subsequent approval of the Court Mr. Johnson care casualty bro- Woodruff-Sawyer m 2004
Any policyholder who has any questions concerning the action he Is required to take should contact Richard Finney of KMS insurance
Management Limited at the address above, tel +44 (0) 207 488 5460, fax +44 (0) 870 600 7583, email helpdesk®winterthur crdriver ker, team leader OUTSIDE THE INDUSTRY,
scheme co uk

DATED THIS 26 day of Oct)ber 2007
and senior care GOALS FOR NEW POSITION: 1 A DREAM JOB: I'd be a food

i <

#L, ·1 industry resource want to achieve sustained and wine writer/critic I love

LEGAL NOTICE LEGAL NOTICE  -6, .b . b at Marsh growth and profitability while what I do now, but getting paid

 Managing gen- adhering to our core values to eat at great restaurants
.

UNITED STATES BANKRUPTCY COURT IN THE MATTER OF THE LIQUIDATION OF /1 eral agency and Integrity, professionalism, and write about it would be a lot
* -·-2, 0 1

SOUTHERN DISTRICT OF NEW YORK UNION INDEMNITY INSURANCE - L,/ surplus lines innovation, community and of fun
In re COMPANY OF NEW YORK

SOVEREIGN MARIN E & GENERAL INSURANCE Supreme Court County of New York IA'./ -F wholesaler Ui
COMP4NY LIMITED Index No 41292/85

 Risk Insurance
--

Case No 37 44652 UMP) NOT-LCE

P.EASE TAKE NOTIC E that on October 23,2007, On July 16, 1985, Union Ms. King
GrouD Inc has Angeles branch of ACE Risk Management vp and West

the Bankruptcy Court for the Southern District of Indemnity Insurance Company of New York named Paul Sedg-
CUnion") was placed Into liquidation and

Simsbury. Conn -based Hartford Finan- region manager mr i
New York entered an irder (the "Order") pursuant
to ll USC §§105 End 304 grantingthe Motion then-Superintendent of Insurance of the State wick managing cial Services Group Inc has promoted Phoenix, to
heaid before the Hon.rable James M Peck in tie of New York James P Corcoran and his suc-

Alexander Hamilton C.istom 1-ouse, One Bowhig cessors in office were appointed as -4. director of U S Ronald R Gendreau to executive vp tri Include oversight il

Green, New York, NeM York or October 23,2007 Liquidator (the "Liquidator) of Union Risk International charge of its group benefits division of its national
for Injunctive relief that, among other things, gives Pursuant to the New York Insurance Law

full -orce and effect In the United States to the ('Insurance Law") and the Liquidation Order, Pty Ltd, a broker- Before his promotion, he was senior vp m support opera- W
Amended Scheme of Arrangement between Sov the Liquidator was given the responsibility of,
ereign Marine & Gene-al Insurance Company Lim among other things, marshalling Union's age operation m the division overseeing risk management tions
red and as Scheme C-editors the "Scheme') and assets and adjudicating claims consistent Sydney, Australia and customer service Linda Ulrich
enjo ns all persons a,ad entities from taking aly with Article 74 of the Insurance Law The

action inconsistent wit·1 the Sct eme Liquidator has submitted to the court super- Previously, he was Cathn Group Ltd has named William P. has joined Buck i,
Any person wishing o obtain a copy of the Order vising Union's liquidation proceeding (the

shot Id contact Lisa J P Kraldinat (212} 610 6300 "Court") a verified petition (the 'Verified CEO of Insurance Casey managing director and senior vp of Consultants LLC Ms. Baker
or at Lisa Kraidin@alle,overy com Petition") seeking approval of (1) the initial Brokers Network Catlin Scottsdale in Scottsdale, Ariz Most as a director In its

ALLEN 4 OVERY LLP,
report on the status of Union's liquidation (the

1221 Avenue of the Anericas, New York, New Yo,k 7 nitial Report") and the financial transactions Mr. Sedgwick Australia Ltd recently, he was senior vp of brokerage Secaucus, NJ, office Previously, she was
10020, Tel (212) 610-5300, Fax (212) 610 6393,

delineated therein, 0,) the establishment of
November 15, 2007 as the bar date for pre-

Woodruff- operations with Geo F Brown & Sons director of compensation for the U S
Attention Ken Co,eman, Stephen Doody sentment of all claims other than administra-

tive costs and expenses, (lit) the payment of
Sawyer & Co has Medical professional liability insurer insurance group of MassMutual Financial

all administrative costs and expenses, and 1 4. promoted Jen- Washington Casualty Co in Issaquah, Group

11}Ej] fij) Ii]Iffillh
Ov) a distnbution, to the extent that assets are
available after payment of all administrative nifer Walsh to Wash, has named Mike Rutz to the newly Also at Buck, Thomas Burke has been

costs and expenses and in accordance with
the priorities set forth in Insurance Law  employee benefits created position of managing director appointed director m the Pittsburgh

Section 7434, to those creditors of Union pos- # i practice leader in Previously, he was vp of marketing office Previously, he was an independent
sessing allowed claims

A hearing Is scheduled on the
San Francisco Ronald C. Parisi has been named consultant

Verified Petition on December 18, 2007 at ,.  Previously, she national program director of Redwood Robert Rhoad has been named partner
(*1]IMUliI)1!E0[m#WaB(ME)*Elll 1200 Noon before the Supreme Court of the

State of New York, County of New York at the ' was vp and City, Calif -based CAMICO Mutual Insurance In the health care
Courthouse, IAS Part 3, Room 248, 60 , account execu- Cg_ Previously, he was director of accoun- and false claims
Centre Street, New York, New York If you
wish to object to the Verified Petition. you Ms. Walsh tive tants liability for Fireman's Fund Insur- act groups of
must serve a written statement setting forth
your objections and all supporting documen- Paul Primavera has been named senior ance Co Crowell& Monnq
tabor upon the Liquidator and Clerk of the vp-construction claims for Lockton Cos Zurich North America Commercial has L L P Mr Rhoad
Court, at least fifteen business days pnor to
the hearing Service on the L,quidator shall trlE in Baltimore Before joining Lockton, appointed Alister Campbell chief agent who mil be based

be made by first class mall at the following he was senior vp m the construction and CEO for Zurich Insurance Co in Cana- in the Washingtonaddress

The Superintendent of Insurance of the national practice at Willis da, replacing Robert Landry, who will office, previously
State of New York as

Liquidator of Union Indemnity Mary G. Williams has been named area retire at the end of the year Previously, was chair of the

Insurance Company of New York
123 William Street

executive vp of City Underwritino Agency Mr Campbell was a senior vp for ING national health
Mr. Rhoad

New York, New York 10038-3889 ins. in Lake Success, N Y Previously. she Group Inc care litigation
Attention Jack A Franceschetti, Esq

By filing the Verified Petition, the was an executive vp for Arthur J practice group of Porter Wright Morris &
Liquidator Is seeking permission from the Gallagher & Co REINSURANCE: Arthur LLP
Court to pay in the near future a monetary
distribution to certain creditors possessing Joseph Vitale has been appointed senior
allowed claims pursuant to Insurance Law INSURERS:
Section 7434 For this reason, creditors of

vp of the GCFac unit of Guv CarDenter &

Contact un,on are advised to review all available Arch Insurance (Bermuda) In Hamilton has Co LLC In New York Previously, he was
information and to ascertain all of their rightsbefore cons,denng any proposal offenng to named Terry L Pimentel president, effec- U S team leader for facultative solutions TO SUBMIT ITEMS

Tina Vasilakis at buy or otherwise compromise their claims tive Jan 1,2008 He will replace James J at Benfield Group Inc
The Verified Petition and Initial

Busmess insurance would like to

(312) 649-5340
Report are available for Inspect,on at the Ansaldi, who Is retiring Before his promo- Also at the GCFac, Jon Parker has been report on senior-level changes at
above address In the event of any discrep-
ancy between this notice and the documents

hon, Mr Pimentel was senior vp, excess named senior vp and leader of the Latin commercial insurance companies and
submitted to Court, the documents control

for details. casualty American team in London Previously, he service providers. Please send news
Requests for further information Zurich Financial Services Groug has was executive director of the property and photos of recently promoted,should be directed to the New York

Liquidation Bureau, Creditor Claims named Kevin Dunham as senior vp and and casualty division of HSBC Insurance hired or appointed senior-level
Department at (212) 341-6814
Dated October 19, 2007 global relationship leader for the Western Brokers executives to: Joe Walker, Business

ERIC R DINALLO region of its Global Corporate In North Insurance, 360 N. Michigan Ave.,
Superintendent of Insurance of the America business unit Mr Dunham, who OTHER PROVIDERS: Chicago, Ill. 60601-3806;
State of New York as Liquidator of
Union Indemnity Insurance Company will be based In Glendale, Calif, previously Dublin, Ohio-based Frank Gates Cos has Jwalker@businessinsurance.com
of New York

was senior vp and manager of the Los expanded the role of Debbie Baker, senior
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Reinsurance pricing pressure builds
Many buyers seeing softer rates except U.K. areas with wind, flood claims

By RICHARD MILLER

BADEN-BADEN, Germany-As mar-

ket players staked out their varying
positions in reinsurance contract
negotiations last month, most
could agree on one point: Corpo-
rate insurance buyers can expect to
continue benefiting from softer
rates at their own Jan. 1 renewals.

"The corporate insurance buyer I
think will have the pleasure in get-
ting slightly reduced prices, because
there is capacity in the market," said
Rolf Tolle, franchise performance
director for Lloyd's of London, who
was in Baden-Baden, Germany, to
take the temperature of the market
at an annual meeting of insurers,
reinsurers and brokers.

"There is regrettably not all the
discipline in the world, so there will
be people who will be prepared to
sell their capital and their capacity
at cheaper rates," Mr. Tolle said.

"We are not at the end of (the
softening trend) unless something
happens," noted Michael Handler,
the Zurich, Switzerland-based man-
aging director and chairman for
continental Europe for Guy Carpen-
ter & Co. L.L.C. in New York. "I

think we are still in the downward

cycle."
"Nonlife premiums in Western

Europe will reduce by something
like 3% over the next five years, so
everyone is trying to see how they
will position themselves, both on
the insurance side as well as the

BADEN-BADEN

Baden-Baden, Germany, has hosted
an annual meeting of insurers, rein-
surers and brokers since the 1970s.

reinsurance side," Mr. Handler
added.

In Baden-Baden last month, rein-
surers generally argued for rate sta-
bility across the board in reinsur-
ance contracts, while insurers and

brokers were trying to push rates
lower.

"Some players in the market are
engaging in talking the market
down; I tend to disagree with this,"
said Hans-Peter Gerhardt, chief
executive officer of Paris Re Hold-

ings Ltd., based in Zug, Switzerland.

"I think the fact that we have had a

good year in 2006 (in return on
equity) after a very bad year in
2005, and possibly another good
year in 2007 is not a reason to give
up underwriting discipline."

"Obviously, we will try to put
pressure on the reinsurers to bring
down the prices," said Anders
Christian Carstensen, head of group
ceded reinsurance at TrygVesta A/S,
a Nordic nonlife insurer based in

Ballerup, Denmark.
Reinsurance brokers interviewed

felt there was room for reinsurance

rates to move lower.

Adrian Clark, managing director
at reinsurance broker Benfield

Group Ltd. in London, character-
ized it as "a drift down or an adjust-
ment."

"The insurers are looking at the
reinsurers and seeing in the last two
years a substantial profit has been
made, and saying, 'Can I have a lit-
tle bit of that myself, please?'" Mr.
Clark said.

Capacity, he noted, is not an
issue. Rate reductions may just
depend on how much the insurers
are willing to push. "Ultimately, it
depends on the customer's decision
as to whether to be opportunistic or
not," he said.

On catastrophe reinsurance, for
example, "if they decide to be
opportunistic in the way they buy,
they can probably find themselves a

See REINSURANCE next page

Positives, negatives debated should
Europe move to differential pricing

By RICHARD MILLER

BADEN-BADEN, Germany-To

address concerns raised by the Euro-
pean Commission in September in
its sector inquiry final report of pos-
sible anti-competitive practices in
the reinsurance and coinsurance

business, industry players predict
the market will move in the direc-

tion of differential pricing when
writing large risks.

Under differential prices, each
insurer or reinsurer would set a

price for their share of the risk.
But opinions differ as to the

extent to which such a move will

benefit the end consumer.

On one hand, Ludger
Amoldussen, a member of Munich

Reinsurance

MORE Co.'s board of
COVERAGE management,
of the meeting in believes differ-

Baden-Badet ential pricing
about Will reduce

natural A.. . costs for pri-
cat  mary insurers.
rates, 

"If you are
paying the

online at
same prices to

www.BIEurope.com.
everybody
that you are

paying to Munich Re, then basically
you are overpaying for some of your
reinsurance," said Mr. Amoldussen,

a longtime advocate of the practice.
"By doing that, obviously, you

give a benefit to the insured,
because I think all and all, they will
probably get a cheaper price then
they would otherwise," said Anders
Christian Carstensen, head of group
ceded reinsurance at TrygVesta A/S,
a Nordic nonlife insurer based in

Ballerup, Denmark. "The insurance
companies writing that, they come
in at a certain level and they are
happy with the price they get."

On the other side, Hans-Peter
Gerhardt, chief executive officer of
Paris Re Holdings Ltd., based in Zug,

See DIFFERENTIAL next page
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CERN-GENEVA

Officials with the CERN particle physics facility in Switzerland say earthquake
coverage already is in place, but current availability is "rather limited."

Swiss earthquake pool
delayed at least a year
Ideas include passing law to mandate covemge

By MICHAEL BRADFORD

BERN, Switzerland-Plans for a

mandatory earthquake insurance
arrangement in Switzerland by
2008 have been delayed as many of
the country's cantons, or states,
struggle with how to structure a
pool or other arrangement to fund
the exposure.

The Swiss Insurance Assn., which
is involved in the effort by the can-
tons, insurers and others to develop
a national earthquake insurance
arrangement, said it now hopes it
can be structured by Jan. 1, 2009.
The delay comes from work that
still needs to be done by 19 of
Switzerland's 26 cantons that each

have their own insurance laws, a

spokesman for the association
explained.

Apart from federal approval of
any arrangement, those 19 cantons
would all have to approve an
arrangement individually and,
therefore, would need to change
local laws or ordinances that govern
how property insurance is written.
"Changing laws in Switzerland can
take some time," said the SIA

spokesman.
The Swiss insurance market has

in recent years sought a way to pro-
vide affordable earthquake coverage
in a country where it is scarce and
costly. The SIA and others had
hoped that by 2008 a plan would be
in place to cover all businesses and
homeowners.

The risk of quakes is not as great
as in other parts of the world such
as California or other seismically
active regions, but it is significant
enough that insurance should be a
part of the way risk managers pro-
tect their property against earth
movement, according to Martin
Bertogg, head of the earthquake
group at Swiss Reinsurance Co. in
Zurich.

In 1356, the strongest earthquake
ever recorded north of the Alps
destroyed Basel, Mr. Bertogg noted.
"That points to the fact that in rare
cases we can have very serious
earthquakes," he said.

Depending on which calculation
you consider, a repeat of the Basel
quake could cause up to 60 billion

See OUAKE next page

Subscribe today

visit www.BIEurope.com/subscribe

In Europe we have it covered

Business Insurance
EUROPE»



Business Insurance November 5,2007139

Reinsurance: Plentiful capacity, reinsurer profits pressuring prices
CONTINUED FROM PREVIOUS PAGE

good deal, but then that might
mean breaking relationships that
they've had for a long time. They
may choose not to do that," Mr.
Clark said.

David Rainbow, London-based

deputy managing director for conti-
nental Europe at Willis Re, a unit of
Willis Group Holdings Ltd., who
concentrates on property/casualty
business, said where there have

been specific claims, such as Wind-
storm Kyrill and floods in the Unit-
ed Kingdom, "there will be rate
adjustments," he said.

"But, overall, on single-territory
business in continental Europe on
the property side, we are expecting
a continued pressure on rates
because of the amount of appetite
for business which is non-aggregat-
ed with other parts of (reinsurer
portfolios)."

"On the multiterritory peak zone
business, we expect there to be
abundant capacity, but particularly
where the United Kingdom is
involved and also with flood, we

think that many reinsurers are rea-
sonably full, they have got as much
aggregate as they are comfortable
with, so there will be less softening
there," Mr. Rainbow added.

Single-territory property cat cov-
erage will be flat to down as much
as 15%, and multiterritory will be
flat to down as much as 596, he said.

"We have a very healthy market;
that's a good place to be. And you
just need to find the right balance.
There have been no major losses.
Reinsurers have got fantastic results.
And therefore there would be no
reason for there to be not some

form of reflection of that in pric-
ing," Mr. Rainbow said.

One major topic at the Baden-
Baden renewals meeting was exact-

ly to what degree reinsurers were
willing to shoulder some of the bur-
den of falling primary rates, particu-
larly for major industrial risks.

'The insurers are looking
at the reinsurers...and

saying, "Can I have a
little bit of that myself,
please?
Adrian Clark, Benfield Group Ltd.

In Germany, where commercial
insurance market competition is
fierce, some brokers forecast that
2008 industrial insurance rates will

decrease about 15% to 20% in prop-
erty lines and 10% to 15% in casu-

alty lines.
Commenting on large industrial

risks in Germany, Ludger
Amoldussen, a member of the board
of management at Munich Reinsur-
ance Co., said while prices for com-
mercial lines are still softening in
the primary market due to competi-
tion, that does not mean prices on
the reinsurance side will soften.

"Renewal terms for the industrial

business will be a hot topic, I think,
because we still see intense compe-
tition for big industrial risks in Ger-
many," he said. "For these risks,
most of the big industrial players
buy reinsurance on a non-propor-
tional basis, and there you are not
so closely linked to what they are
doing on the original pricing side,
so it is easier to separate yourself as
a reinsurer from price competi-
tion...but that will be a tough nego-
tiation."

Benfield's Mr. Clark said reinsur-

ers were going to come under pres-
sure from insurers to "pay their
part," be it on a pro-rata or loss
basis.

Stiff competition for industrial
risks in Germany led Swiss Re Ger-
many A.G. in Munich, part of
Zurich-based Swiss Reinsurance Co.,
to monitor those risks closely. "To
the extent we are participating orig-
inally to buy proportional faculta-
tive reinsurance, for instance, then

we are facing this development as
well, and we have to define the bor-
derline below which we do not con-

tinue our participation," said
Thomas Witting, deputy board
member for Swiss Re Germany.

"In general, I cannot deny that
there is a downward trend on

prices-it is still ongoing-but we
would reduce our engagement there
if we have the feeling that it goes
substantially under our technical
price," Mr. Witting said.

Differential: Many see Europe adopting pricing based on share of risk
CONTINUED FROM PREVIOUS PAGE

Switzerland, points to the problems
faced by the aviation industry,
where differential pricing has been
the practice for at least 20 years.

"It has created a market with the

most extreme volatility, and if you
talk to the buyers, they hate this
volatility because there is no way
they can budget their insurance
costs by more than 18 months out,"
said Mr. Gerhardt. "With that, I am
not sure it serves the consumer."

Nevertheless, Mr. Gerhardt does

not expect the industry to lobby
against the suggestion by the Euro-
pean Commission that a differen-

tial pricing method should be con-
sidered. 1 do not have the impres-
sion that the industry is motivated
to go against" this, he said.

From a logistical standpoint,
Michael Pickel, a member of the

executive board at Germany's Han-
nover Re Group, who heads nonlife
treaty reinsurance for Germany,
Austria, Switzerland and Italy, not-
ed the difficulties posed when there
are at least 25 treaties and numer-

ous reinsurers.

"If every reinsurer fixes his own
prices for each treaty, it would be a
nightmare to do the accounting,"
he said.

On the subject of the EC's con-

'If you talk to the buyers,
they hate this volatility
because there is no way
they can budget their
insurance costs by more
than 18 months out.'

Hans-Peter Gerhardt, Paris Re Holdings

cems about best terms and condi-

tions clauses in such arrangements,

Mr. Pickel added: "I think that is

really consumer protection to make
the same. terms and conditions,
because otherwise (the buyer) has
gaps and so forth," he said.

However, Mr. Pickel pointed out
that Hannover Re has never insisted

on best terms and conditions, and

"we are happy to put forward our
own share with our rating at a dif-
ferent price," which already occurs
with some clients in Germany, he
added.

Jean Alisse, an attorney at law
firm Dewey & LeBoeuf L.L.P. in
Paris, believes the industry will
move to differential pricing-and,
in fact, it is already happening.

The French terrorism reinsurance

pool, Gestion de l'Assurance et de la
R6assurance des Risques Attentats et
Actes de Terrorisme, with €1.8 bil-

lion ($2.59 billion) in capacity, is
being placed this year on an auction
basis, for example, he said. Reinsur-
ers recently quoted the risk on a
confidential basis and the results

will be known in a matter of weeks,
Mr. Alisse said.

"There is no absolute necessity
for administrative reasons to have

one quote, one premium and one
condition. Brokers and insurers can

manage differentiated conditions of
insurance, so I think this will hap-
pen," he said.

 Quake: Switzerland hit by infrequent but potentially costly temblors
CONTINUED FROM PREVIOUS PAGE

Swiss francs ($51.3 billion) in prop-
erty damage, said Mr. Bertogg. Such
an event would be extremely rare,
however, with a probability of
occurrence at around 1 in 3,000 per
year, he said.

Another calculation puts poten-
tial quake loss in Basel at around 20
billion Swiss francs ($17.1 billion),
with the probability of such an
earthquake at 1 in 500 per year,
according to Mr. Bertogg. That cal-
culation is a more useful estimate

for risk management considera-
tions, he said.

Given the amount of coverage
currently in place, insurers probably
would pay up to about 3 billion
Swiss francs ($2.57 billion) in claims
on a quake in Basel that caused 20
billion Swiss francs in damages, said
Mr. Bertogg.

"It is well-known that the fre-

quency is low but severity can be
high," said Lorenz Stampfli, head of
insurance and risk management at
the Conseil Europten pour la
Recherche Nudtaire, the partide
physics laboratory in Geneva. A
pool or other arrangement that
increased the availability of quake
coverage in Switzerland is needed,

he said.

CERN has earthquake coverage in
place, Mr. Stampfli said, but the lab
would like to see additional capaci-
ty become available. "The coverage
is, so far, according to market condi-
tions, rather limited," he noted.

If a mandatory program can be
put together to protect property in
Basel and other parts of Switzerland,
it is unclear exactly how it would
function.

One idea is to pass legislation that
would make earthquake insurance
mandatory and put in place a pool
that could pay out up to 10 billion
Swiss francs ($8.6 billion) to proper-

ty owners affected by a quake, the
SIA spokesman noted.

"There are still negotiations and
different ideas," he said, and the
final form of a mandatory insurance
arrangement could take another
shape. "There is still a lot of discus-
sion about how it would work," he
said.

If coverage is mandatory, it will
also be inexpensive, the spokesman
noted. A building valued at 1 mil-
lion Swiss francs ($855,100) would
probably cost less than 100 Swiss
francs ($85.51) annually to insure
for quake damage, he said.

It is likely that premiums would
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be kept low because all policyhold-
ers, regardless of their exposure,
would see their premiums calculat-
ed according to the same rate. Such
an arrangement would not be
uncommon in Switzerland, the SIA

spokesman pointed out.
Coverage for other natural catas-

trophes, such as avalanches, is cal-
culated in that manner, the
spokesman said.

That would mean property own-
ers in Basel or Valais, where quakes
are most likely in Switzerland,
would pay the same as those in
Zurich, where ground movement is
not as apt to occur.
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Commentary

Federal backstop vital
to national security
Nothing's more permanent than
a temporary federal program,
according to what often passes for
common knowledge about offi-
cial Washington.

Everyone has heard the bureau-
cratic horror stories about some

agricultural program designed to
assure the production of some
good that was desperately needed
during World War II, a program
that didn't end with V-J Day.
Instead, the program keeps chug-
ging along for decades despite the
total lack of any iustification for
its continued existence. Then

there are the programs designed
to help small farmers stay in busi-
ness that over the years have
mutated into subsidy-paying per-
petual motion machines that
spew their largesse in the direc-
tion of millionaires who wouldn't

know the difference between hay
and straw. And all this is courtesy
of your taxpayer dollars.

You can blame it on institu-

tional inertia.

Things start to exist because
they do exist. That's not a ques-
tion that arises only in the federal
sector, either. Not that long ago,
during a hearing that ranged from
offshore reinsurance taxes to col-

lege endowments, I listened to
earnest witnesses question what
exactly college endow-
ments were doing with
their money, since some
very large ones pay very
little of their value annual-

ly in student aid. The
endowments appeared to
be growing for the sake of
growing. As the father of a
college freshinan, I found
that discussion quite
intriguing.

The possibility that the federal
terrorism insurance backstop will
be one of those well-intentioned

temporary programs that be-
comes permanent has arisen dur-
ing the current debate over
extending the program for an
additional seven or 15 years.
Opponents argue that as long as
there's a backstop, no private
market for terrorism insurance

will emerge. The longer the back-
stop remains, the longer insurers
can ride the government gravy
train free of charge, skeptics say.

Despite the fact that such argu-
ments ignore the economic reali-
ty that insurers aren't going to
underwrite a risk they cannot
quantify, they have a certain res-
onance on both the left and right.
Those on both sides of the spec-
trum see corporate socialism at
work. When the Wall Street Jour-
nal agrees with Bob Hunter, prob-
ably the most high-profile indus-
try critic, you know something
unusual's going on.

The truth of the matter is the

backstop involves national securi-
ty, albeit of the economic rather
than military variety. If a truly

-

SJ, A

MARK A.
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Senior Editor Mark A. Hofmann
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catastrophic terrorist attack
should succeed, the wherewithal
would be there to rebuild the tar-

get area.

Yes, there are exposed taxpayer
dollars, but the government
could recoup its costs over the
long-term. That's a better deal
than having simply to pay out
billions in post-disaster relief, as
happens repeatedly after major
hurricanes, without hope of
recovery.

This year's terrorism backstop

When the Wall Street Journal

agrees with Bob Hunter, you
know something unusual's

going on.

debate seems to take these facts

into account much more serious-

ly than has been the case in previ-
ous congresses. The program
appears likely to be extended far
beyond the two-years extension it
was given in 2005. Somewhere
between seven and 15 years
appears most likely.

That recognizes the fact that
the struggle against terrorism is
going to be a long one, some-

thing more akin to the Cold War
than World War II. People from
all-or at least most-points of
the political spectrum agree that's
the case. Yet like the Cold War, or
the Thirty Years' War or the Hun-
dred Years' War, the war against
terrorism will someday come to
an end.

Until that day comes, some
form of the federal terrorism

insurance backstop is an essential
part of the entire national securi-
ty strategy. And its staunchest
supporters will welcome that day
when the backstop is no longer
necessary and can become the
rare temporary program that sun-
sets after having met the purpose
for which it was designed.

TRIA: Temporary fix to aid negotiations
CONTINUED FROM PAGE 3

where lenders can be assured of

insurance coverage," he said.
"First and foremost, we need to

get a bill out of the Senate," said Ben
McKay, senior vp-federal govern-
ment relations in PCI's Washington
office. He noted that Senate Banking
Committee Chairman Christopher
Dodd, D-Conn., and Rep. Frank
both favor a longer extension,
while the Banking Committee's for-
mer chairman and now ranking
minority member, Sen. Richard

Shelby, R-Ala., prefers a minimalist
approach.

"I think the significance is it prob-
ably opens the lines of communica-
tion between Chairman Dodd and

Chairman Frank, because they're
aligned on this issue," said Mr. McK-
ay. "Barney Frank's bill has a 15-year

extension, which was exactly what
Chairman Dodd was saying back
when Sen. Shelby was saying 'two
years.' I think it boils down to the
Republicans on one side and the
Democrats on the other. I think Bar-

ney Frank can rightfully claim a lot
of victories there when you consider
where the Republican position start-
ed."

long-term solution

"We applaud Chairman Frank as
well as the key congressional leaders
for all their hard work on TRIA, but

unfortunately a short-term exten-
sion is going to be problematic for
our companies as well as their
insureds," said Marliss Browder,
senior director-federal affairs in

the National Assn. of Mutual

Insurance Cos. in Washington.
"We remain hopeful that the

House and Senate can resolve their

differences this year because it is
important that Congress adopt a
long- term solution to address TRIA
and the market," she said

A spokesman for the American
Insurance Assn. in Washington
expressed optimism that House and
Senate leaders will be able to work

things out.
"We're glad these issues have the

attention of Congress and we're
hopeful the House and the Senate
leaders can reach accommodaton

on their differences," said the

spokesman. "We think the industry
has made compelling arguments
why terrorism insurance should te
extended, and nobody said the leg-
islative process would be easy."

Senior Editor Meg Fletcher contributed
to th8 story.

COBRA: Measure would extend subsidies
CONTINUED FROM PAGE 3

employees who qualify for trade
adjustment benefits can receive the
65% HCTC to offset COBRA premi-
ums until their eligibility for
COBRA expires. Under federal law,
an employee who terminates
employment can receive COBRA
for a maximum of 18 months.

That cutoff applies even if an
employee remains eligible to receive
trade adjustment benefits, which
generally are available for up to 30
months.

The House bill would create a

longer COBRA eligibility period for
employees age 55 or older or who
have worked for an employer for at
least 10 years.

Under the bill, if individuals were
still eligible for trade adjustment
benefits at the time their COBRA

coverage would otherwise be
cutoff, they could continue their
COBRA coverage from their former
employers until they were eligible
for Medicare coverage at age 65 or
enrolled in another health care

plan.
While the 85% HCTC credit

would end after 30 months, a
young employee who, for example,
was chronically unemployed,
potentially would have a right for
COBRA coverage for decades.

This "would be a huge extension
of COBRA and go way beyond prior
proposals," said Frank McArdle, a
consultant with Hewitt Associates

Inc. in Washington.
That would increase employer

costs since the COBRA premium
paid by beneficiaries-which is
102% of the regular group rate--
typically does not come close
to covering the cost of claims
incurred by beneficiaries, said
Andy Anderson, of counsel with
Morgan, Lewis & Bocklus L.L.P. in
Chicago.

Perhaps more significantly, such
a long expansion of COBRA eligibil-
ity could be a placeholder for future
legislative proposals to extend
COBRA eligibility to a much broad-
er group of employees, said Paul
Dennett, vp-health policy at the
American Benefits Council in

Washington.

REBEX: Lines of coverages overlooked
CONTINUED FROM PAGE 4

potential threats to the supply
chain, as well as any contingency
plans and their implementation
costs. Additionally, the company
will need to make its insurer aware

of the potential financial conse-
quences of a disruption.

Another line of coverage often
overlooked by companies is credit
insurance, in particular business
credit insurance and export credit
insurance, the panelists said.

Business credit insurance is

protection against unexpected
bad debt, losses because of insolven-
cy and slow payment of a customer,
said Lee Fahrenz, a Chicago-
based agent with Euler Hermes ACI
of Owings Mills, Md. Business
credit insurance indemnifies a

policyholder against unforeseen
bad debt losses resulting from
commercial or political risks, he
said.

Export credit insurance is another
protection from unexpected losses,
Mr. Fahrenz said. He said this covers

a major unprotected asset for com-
panies-their accounts receivable.
Businesses are more likely to experi-
ence a loss with their accounts

receivable asset than any other

asset, he said. Accounts receivable

typically represent 40% of a compa-
ny's assets and are most vulnerable
to unexpected losses.

Accounts receivable provides
cash flow to the business, and few
companies can effectively compete
without extending credit to their
buyers, he said. Export credit cover
provides export protection against
political risks such as changes in
import and export regulations, con-
tract frustration because of an act of

war and foreign government non-
payment. It also allows export
receivables to become recognized
collateral, which can open up
opportunities for better financing,
he said.

Finally, the open terms of export
credit insurance allows the buyer to
keep their working capital line of
credit available for other uses.

"Export credit insurance eliminates
the need to leverage your credit,"
Mr. Fahrenz said.

330 attend REBEX conference
ITASCA, 111.-Nearly 330 people
attended the 2007 Risk and

Employee Benefits Conference
and Exhibition in Itasca, Ill. The

Chicago and Wisconsin chapters
of the Risk Insurance Manage-
ment Sodety Inc. hosted the Oct.
25-26 conference, which indud-
ed 29 educational sessions.

Session topics induded the
role of enterprise risk manage-
ment in international pandemic
planning; recovering insurance
for global warming liabilities;

emerging tort trends; overlooked
lines of coverage; and directors
and officers policy issues, needs
and requirements.

The next REBEX conference is

scheduled for Oct. 30-31, 2008, at
the Eaglewood Resort & Spa in
Itasca, Ill. Information regarding
the conference can be found

on the RIMS Chicago and
Wisconsin chapters' Web sites
at http:#chicago.rims.org and
http://wisconsin.rims.org.

-By Kristin Gunderson Hunt
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Ranking: CIGNA, New York reach agreement on quality program
CONTINUED FROM PAGE 1

available, a spokeswoman said.
The new ranking system will

apply to the 12,247 New York doc-
tors in CIGNA Care Network, a so-

called high-performance network
that is also available in 27 other

states.

TERMS OF AGREEMENT

Under an agreement with the New
York attorney general's o#ice, CIGNA
Healthcare will:

• Ensure that doctor ranking5 are
not based solely on cost and clearly
identify the degree to which any
ranking is based on cost.

• Use generally accepted national

standards to measure quality,
including measures endorsed by the
National Ouality Forum.

• Employ several measures to fos-
ter more accurate physician com-
parisons, including risk adjustment
and valid sampling.

• Disclose to consumers how the

program is designed and how doc-
tors are ranked. and provide a pro-
cess to register complaints about
the system.

• Disclose to physicians how rank-
ings are designed and provide a
process to appeal incorrect ratings.

• Nominate and pay for a ratings
examiner-subject to the approval
of the attorney general-to oversee
compliance with all aspects of the
new ranking model and report to
the attorney general's office every
six months. The ratings examiner
must be an independent "national
standard-setting organization" and
a 501(c)(3) nonprofit organization.

1 Although CIGNA officials did not
say whether the new ranking system
would be applied in those other
states, Dr. Jeffrey Kang, senior vp
and chief medical officer for CIGNA

Healthcare, said the insurer is con-
tinuing to work with the attorney
general's office to establish "a
national model for the entire health

insurance industry."

The agreement was reached with
input from the Medical Society of
the State of New York; the American

Medical Assn.; and the Consumer-
Purchaser Disclosure Project, a group
of consumer, labor and employer
organizations, including the Nation-
al Business Group on Health (see
related story).

The ranking programs investigat-
ed by Mr. Cuomo's office over the
past several months, in some cases,
lower or waive copayments and/or
deductibles for plan members who
use the providers they have identi-
fied as being more cost-effective or
higher quality.

"Our members believe that quali-
ty trumps cost and that good quality
is more cost-effective," said Susan
Pisano, vp of strategic communica-
tions at America's Health Insurance

Plans, a Washington-based insur-
ance industry trade organization, of
which CIGNA is a member.

Employers also have been bup-
portive of the high-performance
networks because lower premiums
are generally charged for plan mem-
bers who use them.

In addition to CIGNA, as part of
the investigation, Mr. Cuomo's
office sent letters to Aetna Inc., Unit-
edHealth Group Inc., Empire Blue
Cross Blue Shield and several other

insurers that use physician ranking.
The letter to UnitedHealth

prompted the Minnetonka, Minn.-
based insurer to hold off implemen-
tation of its UnitedHealth Premium

Designation in New York until the
fourth quarter of 2007. The program
is available in 94 other markets

across the country.
Although the agreement reached

with CIGNA does not apply to any
of the other insurers being investi-
gated, the attorney general's office is
continuing to negotiate with them
with the intention of using the
agreement as a template, Mr. Cuo-
mo said when he announced the

agreement last week.
"This rating system could serve as

a model for the nation...and for oth-

er companies," he said.
Also during the Oct. 29

announcement, Charles Bell, pro-
gram director for Consumers Union
based in Yonkers, N.Y., said that the
agreement "brings the process for

evaluating doctors squarely into the
sunlight."

And Dr. Nancy Nielsen, president-
elect of the Chicago-based American
Medical Assn., said the agreement
was "a balanced approach that
acknowledges physician ratings
have a risk of error and should not

be the sole basis for selecting a
physidan."

She added that "the AMA expects
this agreement will influence other
states to implement careful and
independent oversight and evalua-
tion of physician performance mea-
surement projects to assess their
integrity and fairness."

"If the goal is really to improve
the care and help patients make
informed choices, then we're all for
it. If it's done in a fair, accurate and

transparent way," Dr. Nielsen said.
The other insurers under investi-

gation also commented positively
on CIGNA's agreement and said it

was consistent with their physician
ranking programs.

"The principles of our Premium
Designation program...are also at
the core of this agreement," said a
spokesman from UnitedHealth.

"The outline of the New York

attorney general's agreement with
CIGNA appears consistent with the
general principles of Empire's trans-
parency efforts," said a spokeswom-
an for Empire Blue Cross Blue
Shield.

"We welcome working with the
New York Attorney General on a
similar agreement and to sharing
details of our program with a
nationally recognized external enti-
ty to help make these physician
ranking programs the best they can
be for consumers," said a spokes-
woman for Aetna.

"The guidelines aren't far from
what many of the plans were already
doing," said Laurel Pickering, execu-

tive director of the New York Busi-

ness Coalition on Health. However,

she acknowledged that "the process
may not have been transparent,
which is definitely what we need."

She added that the coalition's

employer members are relieved that
an agreement was reached.

"We were concerned that these

programs might be in jeopardy," she
said. "We're guessing that others are
going to follow suit. So it's good all
around."

"It's new and I think that there are

going to be bumps," said Ms. Pisano
of AHIP. "The business community
and consumer community have
been advocating for there

to be information for consumers,

and my sense is that they have
wanted to make sure we are moving
ahead in this area, but we can't

wait for the perfect system. Don't let
the perfect be the enemy of the
good,"

Organizations formerly at odds find
themselves aligned to improve system
The National Consumer-Pur-

chaser Disclosure Project is a col-
laboration of employers, con-
sumers and labor organizations
that previously were at odds.

"Organizations that 15 years
ago were at loggerheads over the
Patients Bill of Rights now realize
that 99% of the time, their inter-
ests are totally aligned, and that
alignment is around having a
better-performing health care
system," said Peter Lee, co-chair
of the project and executive
director of the Pacific Business

Group on Health in San Francis-
CO.

The groups also believe that
"the way to get there is to have
information that is accurate and

valid in consumers' and doctors'

hands so they can use that infor-
mation to make better choices.

It's a transformational concept
from where we were not too long
ago," he said.

Among the project's members
are the National Business Group
on Health, the Business Round-
table, the American Benefits
Council, the National Business
Coalition on Health, Consumers
Union, the AFL-CIO, and numer-
ous individual employers includ-
ing Marriott Corp., AT&T and
3M Corp.

The project, which has been
working quietly behind the
scenes for about five years, decid-
ed to became publicly involved
in the New York attorney gener-
al's actions against insurers' doc-
tor-ranking programs out of con-
cern that they might interfere
with its mission, according to
Debra Ness, co-chair of the pro-
ject and president of the Nation-
al Partnership for Women &
Families in Washington. Ms.
Ness' group led the drive for pas-
sage of the federal Family and
Medical Leave Act.

"We wanted to make sure this

didn't become an action that

would shut down the movement

toward measurement and public
reporting of these results, and to
help inform consumers about
the differences among physi-
cians when it comes to both cost

and quality," she said.
The project's next step will be

to ensure that the guidelines out-
lined in the New York attorney
general's agreement with CIGNA
Healthcare are adopted by all
health plans nationwide, accord-
ing to Ms. Ness.

"We wanted this to be a

national model to encourage this
kind of measurement and report-
ing in a way that is fully trans-
parent," she said.

For more information about

the National Consumer-Purchas-

er Disclosure Project, visit
http://liealthcaredisdosure.org.

-By Joanne Wojcik

Comp: Multiple injury claims trigger battle over accepted practice
CONTINUED FROM PAGE 3

and stationary for the combined
claims. Or, a doctor issues a single
disability rating for the combined
iniuries, said Diana J. Rich, workers
comp program manager for the Cal-
ifornia Joint Powers Insurance
Authority, a La Palma, Calif.-based
insurance pool.

If the injuries are substantially
different-for example, involving a
knee and a shoulder-each injury is
separately apportioned, Ms. Rich
said.

In several states, cumulative trau-
ma cases are a common example of
multiple claim filings that often are
subject to a single settlement,
agreed Jeff Pettegrew, executive
director and chief executive officer

at California Self Insurers' Security
Fund in Walnut Creek, Calif.,
which backs self-insured employers
unable to meet their claim obliga-
tions.

Changing the practice could have
broad implications for risk man-
agers and the entire workers comp
system, Mr. Pettegrew said. The
amount of collateral employers
must post to self-insure workers
comp risks in California is deter-
mined, in part, by their excess cow
erage arrangements, he said.

Supervalu's lawsuit filed in a Los
Angeles Superior Court shows that
from May 1990 to June 2006,
Albertsons purchased excess poli-
des from San Francisco-based Wex-

ford Underwriting Managers Inc.
During the first four years, Wexford

represented Transamerica Insurance
Co., but after 1994 Wexford exclu-
sively represented Continental, the
lawsuit states.

'Our point is the excess
carrier should follow the

fortunes of the self-

insured employer.'
Gwen Freeman,
Knapp, Petersen & Clarke P.C.

In 2005, Wexford began insisting
that a when a single permanent and
stationary rating is due to more

than one occurrence, payments
must be apportioned among the
claims, the lawsuit states.

An attorney for Wexford referred
calls to CNA. A spokesman for CNA
declined to comment.

Seven of the nine underlying
workers comp cases that Supervalu
cites in its lawsuit involve cumula-

tive trauma. One case, for example,
involves a daimant that won an

83% disability rating from Califor-
nia's Workers' Compensation
Appeals Board. The WCAB appor-
tioned 75% of the rating for a spe-
cific injury with a loss date on Jan.
12, 1999, and 25% of the rating for
cumulative trauma with a loss date

ofJune, 14, 2002.
The injuries became permanent

and stationary at the same time,

therefore the defendants should be

bound by the results of the underly-
ing claims, Supervalu argues in its
suit.

"Our point is the excess carrier
should follow the fortunes of

the self-insured employer," said
Gwen Freeman a Glendale, Calif-
based partner at Knapp, Petersen &
Clarke P.C., who represents Super-
valu.

It may eventually take an appeals
court to settle the issue, observed
Michael Adreani, an insurance
expert at Roxborough Pomerance &
Nye L.L.P. in Los Angeles.

Ms. Freeman estimates that

Supervalu's dispute with its excess
insurers could involve between $3
million and $20 in claims settle-
rnents.
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Liquidation: Bureau's new administration launches turnaround plan
CONTINUED FROM PAGE 1 million deputy insurance supenntendent in

Liabilities include $273 9 million charge of the bureau, was indicted UNION INDEMNITY ACCOUNTING
two decades for any recovery on in "Class II" policy-related claims, with her husband last year on

Facts m the 22-year-old msolvency of a property/casualty insurerUnion Indemnity losses, are taking nearly all from state guaranty funds charges of allegedly soliciting a kick-
a wait-and-see approach. that paid Union policyholders' loss- back from a design firm for a con- FORMER PARENT: Frank B. Hall & Co.

"I guess maybe I've become a es. Several lower classes of tract to renovate the agency's office
ORDERED LIOUIDATED: July 16,1985

'show-me' person," said Joseph L claimants, including reinsurance They have entered not-guilty pleas
DellaFera, chief executive offtcer of policyholders of Union, make up of and are awaiting trial. LIQUIDATOR'S FIRST REPORT ON UNION'S FINANCIAL CONDITION: Oct. 10

the New Jersey Property-Liability the rest of the liabilities After cover- When he took over the bureau in
ASSETS: $106.4 million

Insurance Guaranty Assn in Bask- Ing estate administration expenses, April, Mr Peters says he faced sever-
LIABILITIES: $515.7 millioning Ridge. "I think we're heading in Class II daimants will be the only al large problems.

the right direction, but we would ones to recover anything, the filing Among them was a lack of sys- INSOLVENT BY: $409.2 million
still like to see some checks coming says tems to keep track of reinsurance

ESTATE ADMINISTRATION COSTS: $68.9 millionout of there " Through March 31, the hquida- balances for several estates, and lit-
Unlon Indemnity, a unit of bro- tion bureau has handled 31,299 tle effort to pursue recoverables. CLAIMS FILED: 31,299

ker Frank B. Hall & Co Inc, was Union claims-about half of which While the estates had "gross esti-
DISTRIBUTIONS TO POLICYHOLDERS AND GUARANTY FUNDS: None

ordered hquidated in July 1985 after have been disallowed or voided as mates" of recoverable amounts, the
New York regulators found it insol- duplicates-and has spent $68 9 bureau did not keep track of Source New York L,quidation Bureau's imtial report on the stams ofthe Union Indemnity
vent by $138 5 million. The regula- million administering the estate, amounts owed by individual rein- Insurance Co of New York l,quidation, all fgures as of March 31,2007
tors then sued Union, Hall-later according to the filing surers or how long those amounts
acquired by Aon Corp.-and their While the court had previously were past due, he said.
directors and offtcers, charging that set a bar date for Union claims, This meant not only that the Insurance Co over a $22 million The officials say they have
they abused the insurer to benefit about 3,500 "poligholder protec- bureau was faihng to recover huge reinsurance debt allegedly owed to already met several times with Mr
Hall brokerage clients and misrepre- tion" claims have been filed to pre- outstanding balances, but also that the estate Peters or his staff to exchange infor-
sented its financial condition. serve nghts of recovery on future its own annual reports of estates' Meanwhile, Mr. Peters also found mation.

The litigation had an unfortunate losses In his filing, Mr Peters has financial status were "grossly unreli- that the liquidation bureau itself "The present regime. recognizes
side-effect Several Union reinsurers asked the court to set Nov 15 as the able," he said. had not been audited in recent that there have been some short-

used evidence of fraud collected by final bar date for all claims "I have no reason to believe that memory and that "its books were a comings in the past and they are
the liquidator's lawyers to win rul- He has also asked the court to what was m the financial reports mess " He has since hired an outside trying to take steps to land of play
ings that their contracts wlth Union authorize a first distribution to submitted every year was true," Mr. firm, Amper, Politziner & Mattia, some catch-up," said David C
were unenforceable. The rulings, claimants. The amount of the distn- Peters said. to audit its financials, and the Edwards, president of Western
afftrmed by appellate courts in the bution has not been determmed, The liquidation bureau is now audit report will be posted on Guaranty Fund Services in Denver,
1990$, robbed Union of about $200 and Mr Peters declined to com- tracking reinsurance debts, re-audit- the bureau's Web site, Mr Peters manager of six western state funds.
million in recoverables, the estate's ment on how much lt might be. ing estates' financial status and said Amper is also auditing the While encouraged, though, guar-
largest potential asset Mr Peters calls the liquidation aggressively pursuing reinsurers, financials of 28 of the bureaut anty fund officials say they're wait-

Instead, its main asset became a bureau's failure to pay a Union dis- initiating commutation talks and, estates ing to see how the New York bureau
$477 million settlement with Hall tribution "outrageous," and sug- when necessary, flling lawsuits, he Greater transparency would be a actually performs
and its D&0 insurer, a unit of gests that the long delay is Symp- said. change for the liquidation bureaL, "We're hopeful. The right things
American International Group Inc tomatic of what he describes as So far this year, the agency has guaranty fund officials say are being said," Mr. Gulko said Sall,

Financial information about vears of poor management at the recovered $150 mdlion m reinsur- "New York has always been very "the check may be in the mail, but
Union was scarce until Mr Peters bureau ance debts, about double the secretive about the internal work- until the post office delivers it, yOU
filed an initial report on the insur- Since the 1980s, the liquidation amount collected in 2006, he said ings of the bureau It has not been can't cash lt."
efs status in New York State bureau m fact has been a target of Much of the recoveries were for the an open kind of process" in the Mr Peters, for his part, said he
Supreme Court on Oct 10. Accord- periodic complamts, ranging from estate of Midland Insurance Co, past, said Paul Gulko, president cf understands the skepticism
ing to the filing, Union had assets of alleged political influence in the which collapsed m 1986 The Mid- Guaranty Fund Management Ser- "I don't particularly expect any-
$1064 million and liabilities of hiring of outside lawyers to corrup- land estate announced its second vices in Boston, which manages one to believe it Just because I said
$5157 million as of March 31, t.on. Johanna Hall, Mr Peters' distribution to creditors in June, in funds for seven states and the Dis- it," he said "Don't take my word for
2007, making it insolvent by $409 2 immediate predecessor as special August, the bureau sued OneBeacon trict of Columbia it, look at what we've done "

Pirates: Attacks generally covered in marine market ADVERTISER

INDEX
CONTINUED FROM PAGE 4 an instance that caused a problem," ered as a peril under the general car- at all times, some ship owners

but "there is a potential problem go policy or it will be included in a have used sonic weapons and Issue of November 5

primary coverage for iniury or death from the insured point of view" as war nsk extension to the policy, water cannons to keep pirates from ADVERTISER PAGE #

to crewmembers as a result of a to which policy a claim would fall brokers say. boarding a ship, Mr McCluney Ace 15

pirate attack, and ship owners will under, he said. Ship owners also are implement- said Al Risk 21

AIG Cover 4purchase excess coverage from pro- In addition to hull policies, pira- ing various risk management tech- And Mr Moore said some ship
tection and indemnity clubs, cy also is covered differently under niques to mitigate their exposures, owners have "something...like an

Aon Corporation Cover 2

Bank of Bermuda, Ltd 28
Marsh's Mr McCluney said manne cargo policies, experts say. brokers say. electric fence around the top of the Beazley Group, Inc 10

In London, piracy risks remain a Depending on the market and In addition to security patrols hull that prevents guys from getting Bermuda Insurance
covered peril under hull clauses of form, piracy risks will either be cov- and keeping watch over the waters over that onto the ship" Development Council 33

Blue Cross Blue Shield of illinois 23R
manne policies

BMS Group 31

' While the Lloyd's Market Assn. Burnham System 36

1 produced model clauses in 2005 Business Insurance 6,23,27,43, Cover 3

that would enable Lloyd's of Lon- CNA Insurance 17

3 don underwriters to transfer piracy Piracy on slight upswing so far in 2007 Darwin 18

Dempsey, Myers & Co, LLP 6

exposures to hull war rlsk policies Dickstein, Shapiro,

from general hull pollcies, "so far Last week's deadly pirate attack increase in attacks, according to pared to only eight m 2006, it Morin & Oshinsky LLP 12

Florida State University 36the change has not happened," Mr. on a North Korean cargo vessel the London-based International said, noting that ransom
Hinshaw & Culbertson 32Smith said. in the waters near Somalla is one Maritime Bureau, which is a divi- demanded by the captors of Liberty Mutual 5

"For a market that has been of a growing number of inci- sion of the International Cham- hilacked ships are considerably MemberHealth, Inc 19

around for over 300 years, we only dents occurring in the maritime ber of Commerce. higher than before. Navigant Consulting Inc 34

did it m 2005 These things don't industry today Of those incidents, a total of Attacks also have risen sharply Navigators Group, Inc 24

Partner Re 25change overnight," he said After trending downward 15 vessels were hilacked, 172 m Nigerian waters, with 26 inci-
Scottsdale Insurance Company 9

He noted, however, that given since 2004, the number of piracy crewmembers were taken hos- dents reported to the IMB so far Sedgwick Detert 22

today's more sophisticated pirate and armed robbery attacks tage, 63 were kidnapped and 21 in 2007 compared with the same Slesko Partners, LLC 39

attack, it is hard to determine against ships rose 14% to 198 were assaulted, the IMB said in a penod in 2006 Criminal groups Signet Star Reinsurance 16

SMART 35whether an attack is by pirates for incidents in the first nine report released last month claimed to have political motives
Sonnenschein, Nath &personal gain, which would be cov- months of 2007 compared with Somalia remains a "hotspot of for the theft and abduction of Rosenthal LLP 29

ered under a hull policy, or by ter- the same period in 2006, the sec- great concern" with 26 madents crewmembers, IMB said State of Vermont 26

ronsts for a religious or political ond consecutive quarterly reported so far in 2007, com- -By Sally Roberts The School of Risk Management 2

cause, which would be covered by a Wellpoint 23R

XL Insurance 7
war rlsk policy

Zurich NA 13

"So far, I don't think there's been
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Cunningham Lindsey deal
to take company private

In a deal designed to take insurance
loss adjusting and claims
management firm Cunningham
Lindsey Group Inc. private, majority
stakeholder Fairfax Financial Holdings
Ltd. would reduce its stake in the

company by nearly half at a cost of
$30 million Canadian ($31.2 million).

The new majority stakeholder would
be Greenwich, Conn.-based private
equity fund management company
Stone Point Capital L.L.C., which
would invest $80 million Canadian

($83.1 million) for a 51% stake in

Toronto-based Cunningham Lindsey.
Toronto-based Fairfax's stake would

drop to about 45% from its current
84.1% share. Cunningham Lindsey's
management would own the
remaining 4% of the firm.

MAPFRE acquisition
expands U.S. business
Madrid, Spain-based insurer MAPFRE
S.A. may use the proposed
acquisition of Webster, Mass.-based
auto insurer the Commerce Group
Inc. to expand its business in the
United States. That expansion could
include writing more commercial
lines business in the United States,

the company said. After meeting
equity analysts in London last week,
MAPFRE Vice Chairman Domingo
Sugranyes said the proposed $2.21
billion acquisition of Commerce
Group would act as a platform for the
Spanish insurer's strategy to operate
in more U.S. states but that any

commercial expansion would be
considered "cautiously."

Noted

New York-based law firm Edwards

Angell Palmer & Dodge L.L.P. and
London-based law firm Kendall

Freeman plan to merge. The merger
would greatly enhance both firms'
insurance and reinsurance litigation
practices, the firms said...Andy Hall
will become president and chief

operating officer of CNA Financial
Corp.'s Canadian operations on Jan.
1. Mr. Hall will succeed Chuck

Lawrence, who has led CNA Canada

since 1997 and recently announced
his upcoming retirement. Mr. Hall,
who is currently vp in CNA's Denver
branch, previously served as a vp for
CNA Canada....The National Council

on Compensation Insurance Inc. has
agreed with a Florida Office of
Insurance Regulation's request to
reduce workers comp rates by 18.4%
in 2008.

0- 0

6
%

Aon: Restructuring the second since 2005
CONTINUED FROM PAGE 1

world, and evaluate consolidation

options to simplify its European
operations on country-by-country
basis. The brokerage also will con-
solidate real estate globally, it said.

Aon said the restructuring is
expected to result in cumulative
pretax charges of approximately
$360 million from workforce reduc-

tions, lease consolidation and other

related costs, resulting in
$420 million in annual-

ized savings by 2010.
The brokerage began a *f

similar restructuring in
2005 a few months after

reaching its $190 million
settlement with attor-

neys general in Con-
necticut, Illinois and
New York over its com-

pensation practices, in
which it formally agreed
to cease accepting mil-
lions of dollars in contin-

gent commissions.
That three-year plan, which

resulted in a net reduction of about

3,600 employees and an estimated
cost of $365 million, is "substantial-
ly complete" and on track to
achieve annualized cost savings of
about $280 million by 2008, Aon
said.

'Market believes it will work'

"The 2005 restructuring plan
worked great," said Cliff Gallant,
analyst with Keefe, Bruyette &

Woods Inc. in New York. To

announce the new restructuring the
same day it reported strong third-
quarter results "makes you think
maybe the cuts will work and mar-
gins will get better. Clearly, the mar-
ket believes it will work," he said,
referring to the 3.8% rise in Aon's
share price last Thursday, the day
following the restructuring
announcement.

Indeed, with the 2005 restructur-

'As we continue to make

investments globally to better
serve our clients, we remain

equally committed to improving
operational excellence.'
Greg Case,
Aon Corp.

the cycle softens and growth is
more difficult to achieve, brokers

(that) are able to drive margin
expansion will see better share price
performance," he said.

While Aon reported third-quarter
margin growth that was better than
expected, "most of the upside is
coming from the recognition of
expense savings from the prior
restructuring," said Mark Lane, a
principal with William Blair & Co.

in Chicago.
"As that dissi-

pates, they need
another kick.

Organic revenue
growth was 3% in
the quarter (in
risk and broker-

age services).
That's not fast

enough (growth)
to drive margin
expansion," Mr.
Lane said.

Aon reported
an 11% rise in revenues for the

third quarter of 2007 to $2.41 bil-
lion, while profits rose 92.5% to
$204.0 million. Aon posted a 13.7%
operating margin for the quarter,
beating Wall Street estimates.

For the first nine months, Aon
reported revenues of $7.28 billion,
an 11.2% increase compared with
the same period in 2006. Profits
were up 32.2% during the period to
$657 million.

Aon stock closed at $47.45 on Fri-

day, up 3.6% from a week ago.

ing winding up, analysts said Aon's
new cost-cutting effort should fur-
ther margin expansion and share-
holder value.

Aon's stock should respond
"favorably" to the latest restructur-
ing, as the activities "will likely be
the next leg in Aon's margin expan-
sion story and should drive longer
term share performance," said
David Small an analyst with Bear,
Stearns & Co. Inc. in New York, in a
note to investors.

"We continue to believe that as

Fiserv: Deal
to boost
PBM base

CONTINUED FROM PAGE 4

That suit charges fraud related to
an alleged illegal accounting prac-
tice and other actions by Fiserv and
an official-including some actions
involving UnitedHealthcare. The
complaint was filed in state court in
Minneapolis on Sept. 17 by three
former officials and shareholders of

the acquired company, Trewit Inc.
Under the terms of the deal, Tre-

wit's shareholders would be paid
$110 million up front. In addition,
the shareholders could receive up to
$108 million more over the next

three years if Trewit and any addi-
tional acquisitions by Fiserv exceed-
ed prescribed annual net profit
thresholds.

But in calculating the net profits,
Fiserv reduced them by taking
charges for goodwill, even though a
Financial Accounting Standard, FAS
142, barred such charges for good-
will beginning months before the
Trewit transaction was finalized, the

plaintiffs charge.
To further reduce net profits for

Trewit, James W. Cox, the compa-
ny's president and chief financial
officer, reduced Trewit's contract
with UnitedHealthcare--one ofTre-

wit's biggest clients-to $3 million
in 2004 from $8 million in 2002.

Mr. Cox now serves as Fiserv's exec-

utive vp-mergers and acquisitions.
In addition, a Trewit company

was barred from bidding on a huge
state contract, the plaintiffs allege.

Mr. Cox then pressured the plain-
tiffs and other Trewit shareholders

into accepting a $24.4 million buy-
out of the $108 million contingent
payment by asserting that the
shareholders had "no chance" of

earning the contingent payment,
the suit charges.

But "days" after the Trewit share-
holders accepted the buyout offer in
March 2003, Fiserv acquired
Wausau Benefits Inc., which pro-
vided Fiserv a revenue stream that

would have allowed the Trewit

shareholders to earn their full $ 108

million contingent payment, the
plaintiffs charge. Fiserv and Mr. Cox
knew about the pending Wausau
transaction and its implications for
the Trewit shareholders when Mr.

Cox pressured them into accepting
the buyout offer, the plaintiffs
charge.

Fiserv declined to comment on

the suit.

Sponsor a 2008 Online Executive Forum..
• Connect with an influential and engaged audience of senior-level decision-makers.
• Co-brand with the industry news leader.
• Associate with a highly informative online event to discuss the most pressing issues
facing our industry.
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Stock index
[ 10/29- 11/2 1

Up-to-the-minute data for all 82
companies that comprise the
BI Stock Index can be found at
www.BusinessInsurance.com.
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LARGEST GAINS

Fairfax Financial

Odyssey Re

Unum Corp.. .

American Financial

Berkshire Hathaway

LARGEST LOSSES

Ambac Financial Group

MBIA Inc......

United Fire & Casualty
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PMA Capital
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Gift of health I Ceniceros, Knstin Gunderson Hunt, Dave

now includes
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MONSTER DEAL! 8
debit card
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What do yoj ge: for the person who has every- 1»». 4 Z > 5* '> lY
Ctat

thingi Maybe a chest X-ray. Or a root canal
1

Highmark Inc a Pilsburgh-based health insur-
er, last week launched the H.althcare Visa Gift

n

EVERY Sofa, EVERY Sectional,

Card The gift card covers out-of-pocket health X EVERY Dining Table.

care expenses such as zopays for doctor visits, pre- [VERY Bed, [V[RY Mattress

saiptions, vasior care, dental care, health club can beYOURS FREE

memberships and elective procedures
Ktm Bellaxi, vp of e-markeing and consumer

.·

relatiinship management fcr Highmark, said

1
:f tile Red Sox win the World Championship In 2007'

Take Advantage Nowl

I
L FENWAY PARK

company rezearct incicated consumers would be
AME

P 123456789 101 RHE P E

nte.€sted in such a p-oduct because of its conve-
22 NYY JOOJO

4

nience and their . 4 * .4 - I BOSTON Of bjo |9 V ,M TOR 

AT BAT BALL STRIKE OUT ® (f)preference for 4

41 [.i. zt.1llllll giving glft cards r

over cash as
0- _0,F FURNITURE . 1 - 41

gifts He also ===

** fl noted that as

consumers take

4, 91 on more of their
1.* out-of-pocket1 .

1 LANDOV

-4/.....Ilp health care

expenses, they
are lookmg for Furniture buyers win thanks to BoSox

wavs to cover those e::penses
"Every roind of research got more and more

positive about the card and its applicability to con- For a seconc Red Sox World Series says it will honor claims it receives by of the first Cubs World Series victory In
victory In four years, management at a Dec 8.sumers' lives," Mr Bellard said. "People seem to 99 years.

love to give and get Fft cards. Gift cards are a very Boston-area furniture dealer was willinc But the good fortune of the Red Sox The best deal available then was a

convenient way for zonsumers to pay for their to glv€ away tie store. Mil not be a financial shutout for Lloyd's of London policy that cost 2%
expenses " The BoSox ca-ne through in the fal .Jordan's-an official sponsor of the of the first $500,000 of sales and 4%

He said the health care glft card is the first of its c assic, completng a ;our-game sweeg team, which won its second World of sales exceeding that, said Gary
kind, and tte compar,y is currently applylng for a of tre Coloraco Rockies on Oct. 29.
pater t

Series In four years after an 86-year O'Reilly, owner of Park Avenue Home
Non, Jordan s Furniture of Easl s:retch of futility. Furnishings by O'Reilly's in Libertyville,The gft cards can be purnased m full dollar

Tauntin, Mass., is com ng through-amounts rar ging from $25 to 55,000 They can be Jordan's purchased insurance to Ill.

used regardless of a person's health insurance cow albet Mthan nsurance backstop. respond to the rebate claims. But a In May, Mr. O'Reilly noted, the same
erage though use of the cards lS limited to health Cus-omers who purchased sofas SJokeswoman for Jordan's, a unit of Lloyd's syndicate wanted a premium
and wellness mercharts where Visa debit cards are di'ling tables, beds or mattresses frorr Berskshire Hathaway Inc., would not equal to 18% of furniture sales to back a
accepted Jordan's betwee, March 7 and April 18 comment on the store's coverage. promotion tied to a World Series victory

' It s a new ktnd of,gft card For people who are are eli jible for a full refund. A Chicago-area furniture store ran a for the White Sox, which won the 2005
looking for new kinds of gift ideas, Ws an innova-

Cus-omers have until Dec. 1 to mal s milar promotion in April, promising Series Mr O'Reilly did not run thattive way to give something to someone who has
these particular needs," Mr Bellard said their rebate claims to the store, whicf free furniture to customers in the event promotion.
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yl„L Alienation of affection

C e R sul *-4 1

1. 21 LI

@[jIQ *tf®-r -UL]iI5 s ,, strips duty to defend
,

9 A surgeon who allegedly enticed a Judgment that State Farm had no
medical clinic manager Into an duty to defend

''449/Efl{''6614*A**1*04%4 &* 0 - .. extra-marital affair is not entitled Dr Harbert appealed and the
5,1:1'111 1144 1#l*i,*f<o, "*I;ill,> *Bl#irr,#f to an insurer's defense of a lawsuit South Dakota Supreme court ruled
lk# 1*,10 4,:) 41*p*•1,11 %11*ft£6 -·--h . . filed by the manager's husband, that the policy doesn't protect him

e . . South Dakota's Supreme Court against the suit

044®,f:l,=*f*«St5j*1>.. .. ruled Among other findings, the
7,

.. 0 . The case of State Farm Fire & state's high court ruled that
'r

,!li 'it•listili)*ellGI#a' 8%@dflarl · ) i * .... Casualty Co. vs Thomas G Harbert alienation of affection is an

. 1 ... ... involved an orthopedic Intentional tort, or
.. .. ... surgeon who allegedly .. wrong, by enticing

' . 15<4**44.1 11}ar / , · began the affair with
.. .... ..

. Z the clinic manager   affections away
. I in 2001, court 147 '===19 from her

... . .0 .... documents show. -Fc,ill husband
.. When the State public

.. ... . manager's policy does not
... .. . ... 8

4/ *If' , husband, David M. allow him to
.. Kalt, discovered Impute financial

A:. . ...

d
the affair, he filed responsibility for

5 . for divorce and In V- -/W his own Intentional
.>t ... .. 2004 sued the surgeon, torts onto an insurer,

.. Thomas Harbert, for the court ruled
6 4

alienating the affections of the unanimously on Oct. 24 To find
......... woman he married in 1976. otherwise would permit "affair

jF•
The surgeon sought defense insurance," the state's high court

and Indemnity coverage under his decision stated. That would defeat
personal liability umbrella policy. the purpose of punishing and
State Farm rejected the claim and deterring individuals for their own
later won a trial court summary tortious acts, the court concluded
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Make your ad the center of attention.
Contact Bob Raidt, Advertising Director,
at 212-210-0133, or e-mail
Advertising@Businesslnsurance.com

Some industry executives always seem to be in the
middle of important developments. Several companies
are often at the core of groundbreaking new products.
And certain markets are the hubs for new ideas.

Business Insurance will focus on the people, places
and companies that are creating new products and
services in the commercial insurance industry in our
Centers of Innovation Spotlight Report.

We'll take our readers to the cutting-edge of the
evolution of the commercial insurance market, and
our advertisers' messages will realize a unique editorial
environment that is progressive and forward4hinking.
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