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Allison insured losses

SEPTEMBER 3, 2001
~ hit $2.5 billion: PCS
JERSEY CITY, N.J.—Insured losses from

B usm ess June’s Tropical Storm Allison are now ex-

: pected to total $2.5 billion, raising the sec-
nsur -n ce ond-quarter total for insured catastrophe
®

losses to $5.9 billion, the highest quarterly
sum reported in a decade.

Following a revised survey of insurers, the
Insurance Services Office Ine.’s Property
Claim Services unit raised the total estimate

See Updates on next page
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401(k) catch-up rules
a setback for many

By JERRY GEISEL

WASHINGTON—A provision
in the new tax law that will al-
low older employees to make
“catch-up” contributions to
401(k) plans is so poorly drafted
that Congress may have fo
rewrite the legislation to make
it workable, a growing number
of benefit experts say.

That provision, beginning
next year, will allow employees
50 years of age and older to add
an extra $1,000 annually to
401(k) aceounts and certain oth-
er types of defined contribution
plans. The maximum allowable
catch-up contribution increases
annually until it reaches $5,000
in 2006.

The idea behind catch-up con-
tributions was simple and
broadly embraced by employers,

plan administrators and legisla-
tors: To ensure that older em-
ployees have sufficient retire-
ment savings, they should be al-
lowed to make extra savings-
plan contributions to compen-
sate for years when they made
no contributions or much small-
er contributions than the maxi-
mum permitted.

But a last-minute effort to re-
solve differences between the
catch-up provision that was
contained in the House-passed
tax bill and the Senate version
was a fiasco, many benefit ex-
perts now conclude.

The resulting compromise
provision is so flawed and ad-
ministratively unworkable that
no amount of tinkering by regu-
lators developing guidance for
employers is likely to help sig-
nificantly, they say. Instead, the

$4 / Entire contents copyright © 2001 by Crain Communications Inc. All rights reserved.

law itself has to be rewritten to
allow employers to add a catch-
up feature to their 401(k) plans,
experts assert.

“The concept of catch-up is a
good one. But in order for the
provision to be reasonably im-
plemented, a change in the law
is probably needed,” said Larry
Sher, a principal in Teaneck,
N.J., at Unifi Network, a unit of
PricewaterhouseCoopers L.L.P.

“This is a provision that cries
for fixing up in crder for it to
work and without giving plan
administrators migraine head-
aches,” said Ethan Kra, chief
actuary for William M. Mercer
Inc. in New York.

The basic problem with the
provision involves some re-
quirements—and the timing of
those requirements—that em-

See Gateh-up on page 51

CEOs’ pay jumps in 2000

27% increase outstrips gains in profits

By SALLY ROBERTS

It certainly pays to be a CEO
in the insurance industry these
days.

The average cash compensa-

tion—salary and bonus—of the

25 highest-paid chief executive
officers of leading publicly held
insurers, reinsurers and brokers
was $3,475,188 in 2000, accord-
ing to a Business Insurance sur-
vey of company proxy state-
ments filed with the U.S. Secu-
rities and Exchange Commis-
sion.

This is a 27.3% rise over the
average compensation made in
1999 among the same list of
CEOs, though not all held the ti-
tle of chief executive officer in
1999. ,

Much of the rise in cash com-
pensation is the result of large
bonuses CEOs received in 2000.
Indeed, compensation consul-
tants say that more than ever, a
greater percentage of an insur-

ance industry CEO’s cash com-
pensation is made up of short-
term variable compensation
that is tied to company perfor-
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Mr. Weill
$19,484,414

marice goals. And even though
2000 was not a spectacular year
financially for the insurance in-
dustry in general, it was much
better than 1999, they say.
“We’ve been seeing compensa-
tion continuing to be more per-
formance driven and incentive

Mr. Donaldson
$7,000,000

driven,” said Thomas Rowe,
managing director and head of
the insurance recruiting prac-
tice for the Americas for

Mr. Greenberg
$6,000,000

Korn/Ferry International in
New York.

For the insurance industry,
“the wind stopped blowing in
2000,” he said. “So while ’99
was a particularly tough year,
2000 was a good year for insur-

See GEOS on page 9

Court rejects
limits on payout

for po

By JOANNE WOJCIK

WILMINGTON, Del.—
Both policyholders and in-
surers are claiming victory in
a pollution coverage dispute
in which the Delaware
Supreme Court allowed a
policyholder to stack policy
limits but barred coverage
for the cost of its preventive
measures.

The Aug. 15 decision re-
versed a lower court ruling
that allowed a group of gen-
eral liability insurers to in-
demnify chemical manufac-
turer Hercules Inc. of Wilm-
ington, Del., only for a por-
tion of the policy limits they
wrote. The lower court had
ruled that each insurer was

llution

liable only for a fraction of
the limits it wrote for Her-
cules the first year it was on
the risk. Each insurer’s share
would have been based on
the total number of years it
covered Hercules.
In overturning that ruling,
a three-judge panel of the
high court unanimously rea-
soned that Hercules’ policies
required each insurer to pay
“all sums” for which the pol-
icyholder becomes liable up
to the policy limits it wrote
the first year on the risk, even
if part of the loss occurred af-
ter the policy period expired,
While the ruling increases
Hercules’ potential insurance
recovery dramatically, it does
See Pollution on page 49
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In June, onlookers stand on an overpass in

Houston, where floodwaters from Tropical
Storm Allison stranded multiple vehicles.

for Allison-related insured losses by $1.3 bil-
lion, more than double the original estimate of
$1.2 billion that PCS issued in July. Jersey City,
N.J.-based PCS monitors insured losses from
catastrophes. At $2.5 billion, Allison would
rank as the fifth-costliest U.S. catastrophe ever,
in terms of insured losses, behind Hurricane
Andrew, the Northridge earthquake, Hurri-
cane Hugo and Hurricane Georgss.

P> PAINTMAKER TO APPEAL ASBESTOS AWARD K el-
ly-Moore Paint Co. will appeal a $55.5 million
jury award to a Texas man who claimed his
cancer was caused by asbestos in the company’s
wall-texture products. A state court jury in El
Paso, Texas, returned a verdict Aug. 28 in favor
of Alfredo Hernandez and his family after hear-
ing the plaintiff’s claims that his mesothelioma
was caused by the asbestos in Kelly-Moore’s
joint compound and other texture products.
Mr. Hemandez, a former construction worker,
worked with the wall-texture products during
the 1970s. Kelly-Moore ceased using asbestos
in such products in 1978. The jurv awarded
Mr. Hernandez and his family $40.5 million in
compensatory damages and $15 million in
punitive damages. A spokesman for San Carlos,
Calif.-based Kelly-Moore said the company
would appeal the verdict.

> FRONTIER ENTERS REHABILITATION Frontier
Insurance Co. has agreed to enter rehabilita-
tion, five months after it ceased underwriting
amid mounting financial troubles. The New
York Insurance Department has filed a perition
asking a state judge to approve the rehabilita-
tion order; a hearing is scheduled for later this
month. Frontier’s parent, Frontier Insurance
Group Inc., suffered a $297.2 million nert loss
at  year-end
2000, which
stemmed
largely from
Fronder Insur-
ance Co.’s de-
& teriorating
medical mal-
practice busi-
INSURANCE GROUP. INC. IR Vs Tes
losses severely
restricted the parent’s ability to service its deb,
according to A.M. Best Co. A New York de-
partment financial exam completed in Febru-
ary found that Frontier would have been insol-
vent by $145.7 million as of year-end 1999 but
for the impact of an aggregate stop-loss rein-
surance agreement the insurer reached with
Berkshire Hathaway Inc.’s National Indemnity
Co. Inc. during 2000. Frontier agreed to stop
underwriting in March, after filing a statutory
financial statement reporting that its policy-
holder surplus had dropped to $16 million.

P> PRINCIPAL FINANCIAL IPO PLAN Tke Princi-
pal Financial Group has filed a preliminary
prospectus with the Securities and Exchange
Commission in connection with the planned
initial public offering of common stock in Prin-
cipal Financial Group Inc., the holding compa-
ny for Principal Life Insurance Co. Last week’s

Y

announcement came one day after lowa Insur-
ance Commissioner
Therese M. Vaughan
approved the Des the
Moines-based mutual
company’s demutual-
ization plan. The IPO,
the final step in that
process, is expected to occur within the next 60
days, Principal Financial said. The company’s
preliminary prospectus said the offering is ex-
pected to consist of 100 million shares priced at
$18.50 to $20.50 per share.

p> FORMER FM GLOBAL EXEC BIES James W.
Black, the retired vice chairman and chief oper-
ating officer of Factory Mutual Insurance Co.,
died Friday after a battle with cancer. Mr.
Black, who
was 62, retired
in July after
more than 30
years with the
Factory Mutu-
al companies.
He began his
career in 1968
at Park Ridge,
Ill.-based Pro-
tection Mutual
Insurance Co.,
rising through
the ranks to be-
come Protec-
tion Mutual’s
president and
chief executive officer in 1996. In 1998, the
Factory Mutual companies—Protection Mutu-
al, Arkwright Mutual Insurance Co. and Allen-
dale Mutual Insurance Co.—merged into a sin-
gle entity, Factory Mutual Insurance Co. Mr.
Black became vice chairman and COO of the
Johnston, R.L-based insurer, which does busi-
ness as FM Global. A memorial service will be
held Sept. 8 for Mr. Black in Hilton Head, S.C.

> COURT OKs QUAKE CLAIM EXTENSION Cali-
fornia’s extension of the statute of limitations
for filing lawsuits related to property insurance
claims from the January 1994 Northridge
Earthquake is constitutional, California’s Sec-
ond Appellate District Court has ruled. The
court, in Jay Hellinger vs. Farmers Insurance
Exchange, found the legislation does not vio-
late state and federal constitutional protections
for contracts because its impact on the contract
weuld not be “severe.” The court held that the
legislated change was reasonable because it
would apply only to lawsuits involving claims
that had been reported to insurers prior to Jan.
1, 2000, and because the extension would be
effective for only one year after taking effect
Jan. 1, 2001. Furthermore, the court found, the
legislators who enacted S.B. 1899 had a signifi-
cant interest in remedying reports that insurers
had mishandled hundreds of quake claims.

> MENTAL HEALTH PARITY COST A mental health
parity bill approved last month by a Senate
committee would increase premiums for group
health insurance by less than 1%, according to
the Congressional Budget Office. The 0.9% in-
crease that would result from enactment of the
Mental Health Equitable Treatment Act, S.
543, is in line with earlier CBO estimates of the
cost of the bill (BI, Aug. 6). The bill passed the
Senate Health, Education, Labor and Pensions
Committee on Aug. 1 by a vote of 21-0. In
part, the measure would bar group health
plans and health insurers that offer mental
health benefits from imposing treatment limita-
tions or financial requirements on mental
health benefits that differ from those placed on
other medical and surgical benefits. The bipar-
tisan measure would expand and extend a
1996 mental health parity law that is scheduled
to expire on Sept. 30.

> HEAD OF LLOYD'S AGENCY RESIGNS Ralph

Bailey has resigned as managing director of

Financial
Group

Mr. Black

Reporting Weekly on Corporate Risk, Employee Benefit and Managed Health Care News

Lloyd’s of London managing agency R.F. Bai
ley (Underwriting Agencies) Ltd, The an
nouncement was made by R.F. Bailey’s U.S
parent, Seattle-based SAFECQO Corp., whicl
acquired the managing agency in 1999. SAFE
CO said in a statement that the company wa:
in discussions with the board of R.F. Baile;
about a successor to Mr. Bailey. Until this year
Mr. Bailey had been the lead underwriter o
the managing agency’s sole syndicate ai
Lloyd’s, non-marine syndicate 138. The syndi
cate, which specializes in general liability, mo
tor, property and whole account excess-of-los:
business, has capacity of £72.2 million ($107.
million) for the 2001 year of account. For the
1998 year of account, the latest to close undes
Lloyd’s three-year accounting system, syndi
cate 138 posted a loss of 2.2% of its £72.3 mil
lion ($119.4 million) capacity for that year.
has predicted a similar loss for the 1999 year o
account.

P> CIGNA INCREASES ADOPTION BENEFITS
CIGNA Corp. has increased the reimbursable
expense allowance for its
employees who adopt chil-
dren to $5,000 from
$3,500 and also added two
weeks of paid time off. The
$5,000 reimbursement is
earmarked for adom{on-re-
lated expenses, including

travel as well as agency, at- CIGNA
torney and court fees and

can be applied to either an agency-assisted or
private adoption.

P> BRIEFLY NOTED American International
Group Inc. last week closed its all-stock pur-
chase of American General Corp. Under the
deal, American General’s shareholders will re-
ceive 0.5790 shares of AIG common stock for
each share of American General stock. The to-
tal value of the deal, as previously announced,
was $23.2 billion. AIG stock closed Friday at
$78.30....Horizon Blue Cross & Blue Shield of
New Jersey has issued rebates totaling $1.5
million to the 1,657 small employers that par-
ticipated in its nonstandard Small Employer
Health Benefits Program. Under state guide-
lines for the program, health insurers in New
Jersey must rebate premiums to their small-
business policyholders—those with between
two and 49 employees—each year that an in-
surer’s medical loss ratio is under 75%. Last
year, Newark, N.J.-based Horizon, the state’s
largest health insurer, had a medical loss ratio
just under 75%, the company said....The
Florida Medical Assn. is joining class-action lit-
igation brought against four HMOs by medi-
cal societies from other states. The suits have
been consolidated before a federal judge in Mi-
ami for pretrial proceedings. The plaintiffs,
which also include medical societies in Califor-
nia, Georgia and Texas, charge that the health
plans have systematically cheated physicians of
their fees in violation of the federal Racketeer
Influenced and Corrupt Organizations Act as
well as Florida law....A.M. Best Co. assigned
an A+ financial strength rating to Lehman Re
Ltd., a Bermuda-based subsidiary of invest-
ment bank Lehman Brothers Holdings Inc.
“The rating reflects Lehman Re’s substantial
capitalization, limited labilities, advanced risk
management capabilities and operating and
strategic benefits, as an integral part of Lehman
Brothers,” Best said in a statement....The City
of Chicago and a group of businesses have pe-
titioned the 7th U.S. Circuit Court of Appeals
to rehear its trigger-of-coverage ruling involv-
ing claims from the Great Chicago Flood (BI,
Aug. 20). The 7th Circuit panel’s ruling last
month dramatically restricted the coverage
available to pay those claims.

®

P> To get breaking news as it occurs, visit

Business Insurance's free online Updates, at
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postings that appeared on the Web site in the

previous week.
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Higher rates not raising insurer profits

By JUDY GREENWALD

U.S. property/casualty insur-
ers are suffering from a discon-
nection.

They are introducing rate
hikes in most commercial prop-
erty/casualty lines, but that
firming is not producing the de-
sired improvement in their bot-
tom lines because they also are
making additions to loss re-
serves and being hit by hefty
catastrophe losses.

The 15 major commercial
property/casualty insurers sur-

veyed by Business Insurance
that report net income posted
profits of $3.4 billion
as a group for the
first half, down
42.2% compared with
the same period a
year ago. More than
half of the companies
reported declines in
net income.

But with rate hikes
expected to continue

for at least the next year, stock
analysts say the outlook is posi-
tive for improved results for at
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Northwestern University defensive back Rashidi Wheeler, right,
played in a football game against Indiana University last year.

Case highlights athletic risks

University insured
for claims arising
from student’s death

By RODD ZOLKOS

EVANSTON, Ill.—Officials at
Northwestern University say
they are adequately insured for
claims against the university
arising from the death of foot-
ball player Rashidi Wheeler
during a preseason conditioning
drill early last month.

While declining "to discuss
limits or other details of the uni-
versity’s coverage, Alan Cub-
bage, Northwestern’s vp for uni-
versity relations, said, “The uni-
versity does indeed have insur-
ance and in our minds it is
hopefully enough to satisfy the
requirements of a situation such
as this.”

Mr. Wheeler, a 22-year-old
defensive back for the Wildcats,
died Aug. 3 while participating
in a conditioning drill. The Cook
County, Ill., medical examiner
ruled the senior safety died of
exercise-induced bronchial
asthma. Mr. Wheeler had a his-
tory of asthma attacks.

University police were told
that Mr. Wheeler and at least
three of his teammates had tak-
en over-the-counter perfor-
mance-enhancing supplements

before the drill. But, while con-
firming the presence of
ephedrine in Mr. Wheeler’s
blood, the medical examiner
ruled it was not a factor in his
death.

Mr. Wheeler's mother filed
suit against Northwestern Aug.
23 in Cook County Circuit
Court, charging that negligence
contributed to the football play-
er’s death. The suit names the
university, head football coach
Randy Walker and the school’s
athletic director, Rick Taylor, in
addition to several trainers,
coaches and other athletic de-
partment officials.

Attorneys for Mr. Wheeler’s
mother contend that an exces-
sive amount of time passed be-
tween the time the football
player collapsed and the first
911 emergency call was made to
summon an ambulance.

They also allege that athletic
trainers on the scene initially
misdiagnosed the chronic asth-
matic’s condition. The suit does
not seek a specific amount of
damages.

While university officials
would not detail insurance cov-

See Athletics on page 47

least the stronger companies.
Michael Lewis, senior insur-
ance analyst with
‘Warburg Dillon Read
in New York, said he
continues to be im-

pressed with the
magnitude and
breadth of rate hikes.

“The industry con-
tinues to be quite dis-
ciplined” in its un-
derwriting, while its
efforts to introduce expense-
cutting initiatives are encourag-
ing, he said.

“I really feel, over the balance
of the year, we're going to start
separating the haves and the
have nots,” with the “haves” be-
ing those insurers that can take
advantage of the improved op-
erating climate to boost their
earnings, Mr. Lewis said.

Insurance executives also say
the outlook for improved prof-
itability depends on the compa-
ny.
Judy Blades, executive vp for
business insurance at The Hart-
ford Financial Services Group
Inc. in Hartford, Conn., said the

outlook “varies an awful lot by
company and how early in the
game different companies start-
ed moving on moving prices
up.”

Marita Zuraitis, executive vp
with The St. Paul Cos. Inc. in
New York, agreed that the rate
of recovery will vary by compa-
ny. “It depends on what compa-
ny you are talking about and
how profitable they are to begin
with,” she said.

“Obwviously, it’s going to take
longer for companies with cus-

See INSUrers on page 50

Noncash benefit protected

Halt to retiree grocery vouchers violated ERISA: Court

By MICHAEL BRADFORD

NEW ORLEANS—Monthly grocery vouchers
paid to retirees of a now-defunct New Orleans
grocery chain constituted a retirement plan under

the Employee Retirement
Income Security Act of
1974 and were illegally
discontinued, a federal
judge has ruled.

The ruling is unusual in
that it establishes that a
retirement plan is pro-
tected by ERISA even
though the plan was
funded by noncash bene-
fits. The retirees, who
were supervisors at
Schwegmann Giant Su-
per Markets Inc., re-
ceived monthly vouchers
redeemable for $216
worth of groceries until
the chain was sold in
1997. To earn a benefit,
an employee had to meet
several requirements, in-
cluding 20 years of ser-

vice working at least one year as supervisor and
being at least age 60. The stores were shut down
when the buyer, Kohlberg & Co., filed for

bankruptcy protection.

In his Aug. 23 ruling, U.S. District Court Judge
Carl Barbier also held that United States Fidelity
& Guaranty Insurance Co. must pay claims filed
by John Schwegmann, the chain’s former owner,

of The St. Paul Cos. Inc., wrote employee benefits

liability coverage for Mr. Schwegmann.

The insurer is appealing the judge’s ruling re-
garding the claim, and Mr. Schwegmann is ap-
pealing the portion that establishes the voucher

scheme as an ERISA
plan.

“This is not an ERISA
case,” said Jon Gegen-
heimer, who is the Jeffer-
son Parish Clerk of Court
and Mr. Schwegmann’s
attorney. The {food
vouchers “were gifts
made to people who had
already retired. There
was no promise made of
a gratuity until after they
had retired,” Mr. Gegen-
heimer contends. There-
fore, “there was no em-
ployer-employee rela-
tionship” that is the hall-
mark of a retirement
plan, he said.

The judge, however,
based his decision partly
on the fact that the chain

had deducted the vouchers under retirement plan
expenses on its federal tax returns. The company
also reported the amounts on IRS 1099 forms is-

sued to the retirees.

to fund payments to the retirees. USF&G, a unit

“That’s simply a bookkeeping practice,” Mr.
Gegenheimer said of the deduction. “They had to
account for it somehow. That doesn’t make it an
ERISA plan.” As for the 1099s, “the IRS says you

See Vouchers on page 49

U.K. firms exposed to online risks

By SARAH VEYSEY

U.K. companies need to review
their security controls and en-
sure that Internet risks are given
a high priority, according to a
new survey by the London-based
Confederation of British Indus-
try.

The survey revealed that of 148
respondents, two-thirds had ex-
perienced a “serious incident,”
such as hacking, a virus attack or
credit card fraud, over the past
year. About 100, or 68%, of the
responding companies had a
board-level director responsible
for managing Internet risks, the
survey found. Of those compa-
nies, 72% reported a serious inci-
dent in the last year.

The CBI said in a statement
that the findings highlight the
need for a coordinated approach
to understanding and minimiz-
ing the risks of Internet-related
crime. The statement recom-

mended that companies regular-
ly evaluate all e-business risks
and review their Internet strate-
gy and related risk management
at board level. The CBI also em-
phasized the need for appropri-
ate training of employees.

The risk of online crime is de-
terring UK. businesses from
selling goods and services over
the Internet, according the sur-
vey. Just 53% of respondents
thought that business-to-busi-
ness online transactions were
safe, and only 32% said they be-
lieved  business-to-consumer
transactions were safe.

“This survey clearly shows that
fears about potential financial
losses and damage to reputation
from cyber crime are stalling the
growth of e-business, especially
for business-to-consumer trans-
actions,” Digby Jones, director
general of the CBI, said in a
statement.

According to the CBI's find-

ings, hackers and viruses pose
the greatest threat to companies’
Internet security. Nearly half of
the respondents—45%—said the
main perpetrators of attacks
were hackers, while 13% said
former employees, another 13%
said organized crime, and 11%
said current employees.

The survey was compiled by
Professor Paul Barnes of the In-
ternational Fraud Prevention
Research Centre at Nottingham
Trent University in Nottingham,
England. It was published in
conjunction with Pricewater-
houseCoopers in London, risk
management consultant Armor-
Group in London and the non-
profit Fraud Advisory Panel.

®

Copies of the survey are £75
(3107) for CBI members and £100
($143) for nonmembers. Contact
CBI Publication Sales at 44-207-
395-8071 or vie e-mail: pub-
sales@cbi.org.uk/bookshop.
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Contractors, not temp agencies, would pay comp claims

California mulls change for construction temps

By ROBERTO CENICEROS

SACRAMENTO, Calif—A Cal-
ifornia legislative proposal to
make the company that hires tem-
porary workers—rather than the
temp agency that places them—
responsible for workers compen-
sation coverage of the workers
would be a significant change
from current practices nation-
wide, a risk manager says.

The California proposal, A.B.
1679, would apply only to tempo-
rary workers on construction
sites, shifting responsibility for
these workers’ safety and workers

compensation to the contractor,
rather than the temporary
staffing agency. The bill, intro-
duced by Assemblyman Kevin
Shelley, D-San Francisco, would
make licensed construction con-
tractors, not temporary agencies,
the employer of record for tempo-
rary workers on building sites.
The state Senate Appropria-
tions Committee last week passed
the bill, which is expected to go
soon before the full Senate. The
Assembly passed the bill May 24.
The legislation would create a
“major change,” because, in every
state, temporary agencies cur-

rently are primarily responsible
for paying workers compensation
claims filed by employees who are
assigned to the job sites of the
agencies’ clients, said Jeffrey W.
Pettegrew, vp-risk management
and insurance for Westaff Inc., a
Walnut Creek, Calif.-based tem-
porary staffing service.

“It suggests an entirely new
way of thinking,” said Mr. Pette-
grew, whose company rarely pro-
vides employees to construction
sites. “There is no question that a
staffing agency is always primary
in all 50 states and the District of
Columbia,” he said.

As aresult, it is very difficult, in
most states, for a temporary
staffing service to recover its costs
of covering the claims of a temp
worker injured on an employer
client’s assignment, Mr. Pette-
grew said. There has to be “ex-
tremely egregious behavior” on
the part of the client employer.
For example, he said, it would
have to be proved that the em-
ployer knew in advance that it
was sending a temp worker to do
a job where he or she was certain
to be injured.

Rules laid out by the federal Oc-
cupational Safety and Health Ad-

- WE WERE PLEASED TO

PROVIDE OUR CLIENTS

WITH OVER $150 MILLION

IN REINSURANCE CLAIMS

PAYMENTS LAST YEAR.

may depend on it.

VERY, VERY PLEASED.

It’s fundamental. When hell comes
to collect its paycheck, insurers depend on
reinsurers to preserve their financial strength.
That's why, when 1999 ended with an unpre-
cedented chain of catastrophes, we spent the
next year paying out $150 million in property
and casualty claims to our clients.

Would we have preferred to announce record
earnings? Sure. But paying valid claims is
what a reinsurer is all about.

PXRE is committed to continuity of coverage —
not only to pay claims, but to ensure the
continuation of your business under even the
most extreme circumstances.

To fulfill that promise, we design our finances
to withstand worst case outcomes that would
make most reinsurers run for cover. In addition
to the commitment of our own surplus, we

also share our business with a select group of
companies that, collectively, provide the financial
strength of billions of dollars in additional capital.

With this combination of security and flexibility,
PXRE reinsures property and casualty risks on
a global scale, wherever we find appropriate
pricing for the level of exposure and can
maintain the geographic diversity needed to
ensure our financial strength. Because you
never know when your own financial strength

PXRE Reinsurance Company

Continuity of coverage in risk transfer

WWW.pXregroup.com

A unit of PXRE Group Ltd. NYSE: PXT. Member of BRMA (Brokers and Reinsurers Market Association)

ministration require, in most
states, that temp agencies and
their employer clients share re-
sponsibility for worker safety
measures, Mr. Pettegrew said. “It
puts the onus on both of us to
work together in the safety are-
na.”

But the federal OSHA rules for
shared safety responsibility
would not apply in California.
California has its own federally
approved workplace regulatory
agency, as do several other states.
Consequently, rules promulgated
by the California Occupational
Safety and Health Standards
Board, or Cal-OSHA, supersede
federal rules.

The California legislation could
benefit temporary employment
agencies, Mr. Pettegrew said.
While the agencies would still
provide employer clients with em-
ployees and related tax and pay-
roll services, the law would allow
them to pass high-cost workers
comp liabilities onto the contrac-
tors.

But an executive with another
temporary employment company
said the California legislation
could be harmful to his company.

The legislation would only cre-
ate ambiguity as to who would be
primarily responsible for employ-
ee injuries and workers compen-
sation claims, said Noel Wheeler,
chief executive officer for CLP
Resources, a Reno, Nev.-based
temporary employment company
specializing in the construction
industry.

The legislation would create
ambiguity, he said, because it
does not address whether it would
override existing provisions in the
California insurance code that re-
quire temporary employment
agencies to be responsible for
paying claims. As a result, his
company might still have to pro-
vide workers comp coverage for
those employees, as would its con-
tractor clients, Mr. Wheeler said.

Furthermore, the legislation
could make it harder for injured
workers to obtain benefits, he
contends. Because temporary
workers sometimes work only a
few days for one contractor before
moving on to work for another,
they could have to track down
several contractors in an attempt
to obtain benefits, he explained.
Currently, though, they need only
to file a claim with their tempo-
rary agency.

The legislation might also di-
minish the value that temporary
agencies provide to their clients,
which rely on them to take re-
sponsibility for workers compen-
sation claims, among other em-
ployment-related administrative
tasks, Mr. Wheeler said.

If contractors had to pay their
own workers comp claims, they
would have less of a reason to hire
the agencies, the bill’s opponents
said.

Labor unions, though, support
A.B. 1679. They contend that, un-
der the current system, contrac-
tors have little incentive to ensure
that their job sites are safe. Also,
while the responsibility rests with
the temp agencies, many lack the
necessary skills and resources to
conduct safety inspections of
clients’ worksites. El
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Judge rejects effort to delay lawsuit

Holocaust claims allowed to proceed

LOS ANGELES—A federal
judge in Los Angeles has denied
insurers’ motions to delay a suit
filed by more than 230 Holocaust
survivors and heirs demanding
compensation for property and
other assets that were
confiscated during the
Nazi era.

The U.S. District Court
judge denied a motion filed
by Fireman's Fund Insurance
Cos. of Novato, Calif., seeking
clarification of the suit, as well as
a motion for a stay of the pro-
ceedings filed by Italian insurer
Riunoine Adriatica di Sicurta.

Both companies are units of Ger-
man insurer Allianz A.G. Hold-
ing.

The lawsuit, filed in June
against the Austrian
government, Austrian
businesses and several
large European insurers,
contends that a U.S.-
Austrian settlement
over Holocaust-era

claims is illegal. That settlement
was reached earlier this year.

The suit also charges that the
defendant insurers—including
units of Assicurazioni Generali
S.p.A. and Allianz—hid records

of irsurance policies and system-
atically denied claims to Holo-
caust survivors or heirs.

The action, brought by the
Washington-based firm  of
McKenna & Cuneo, amends a
lawsuit filed in February, Among
other changes, it adds about 65
new plaintiffs as well as charges
related to life insurance policies
allegedly never honored by insur-
ers.

The original suit was filed the
month after the United States
concluded a Holocaust repara-
tions agreement with Austria.
McKenna attorneys participated

in the settlement negotiations but
found the agreement inadequate
and filed the lawsuit.

McKenna criticized a provision
of the settlement that limits the
collective liability of all insur-
ance companies to only $25 mil-
lion for Austrian policyholders.

Some of the insurers named in
the suit have entered into indi-
vidual settlement agreements
over Holocaust-era claims. For
example, Generali last year
agreed to pay $150 million in
compensation for claims and hu-
manitarian assistance.

—By Joanne Wojcik
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Investing
in safety

pays off,
poll shows

Having a safe workplace can im-
prove a company'’s financial perfor-
mance, according to a new survey of
200 corporate executives.

Sixty-one percent of respondents
to the survey estimated that $3 or
more is saved for each $1 invested in
workplace safety. In addition, 13%
of the executives estimated a $10-to-
$1 return on such investments, ac-
cording to the study, which was con-
ducted by Boston-based Liberty
Mutual Insurance Co.

‘Workplace safety
has a ripple effect,
either positive or
negative, on so
many aspects of
U.S. business opera-
tions today.’

— Joseph Gilles
Liberty Mutual
Insurance Co.

In terms of direct and indirect
costs associated with a workplace
accident, the respondents’ average
estimate was that for every $1 of di-
rect costs, there are indirect costs of
$3. About 40% of respondents, how-
ever, estimated a higher ratio of in-
direct costs—between $3 and $5—
for every $1 of direct costs.

The direct costs of workplace ac-
cidents consist of payments to in-
jured workers for medical care and
lost wages. Indirect costs include re-
lated expenses, such as lost produc-
tivitv and overtime costs.

Comparing the findings on indi-
rect costs with its own research, Lib-
erty Mutual said that businesses in
the United States are paying “$155
billion to $232 billion on workers
comp losses annually.”

Survey findings also show that
executives may be focusing atten-
tion on certain causes of workplace
accidents at the expense of others
and that they may need to realign
their workplace safety priorities.

" For example, executives reported
that “repetitive motion” is the most
important cause of workplace acci-
dents, while five other accident
causes—including overexertion and
various types of falls—each pro-
duced greater direct costs for com-
panies in 1998, according to Liberty
Mutual research (BI, Feb. 26).

“Workplace safety has a ripple ef-
fect, either positive or negative, on so
many aspects of U.S. business oper-
ations today,” said Joseph Gilles, the
company’s executive vp-commercial
insurance. “The first step for execu-
tives is to take pre-emptive mea-
sures to prevent employee pain and
suffering.”

For additional details, wvisit
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We don’t have to be on this call to know how important it is to you. of your customers and the words, “You come
highly recommended.” We understand what
it takes to be a successful agent. And that
makes us a smarter insurance partner.

@A NSURANCE IN TOUCH WITH BUSINESS

For more information, visit www.cha.com
CMA is a service mark and trade name of the CNA Financial Corporation. Copyright 2000-2001. All rights reserved.




8 / September 3, 2001, Business Insurance

Let the buyer beware

EALTH CARE RISK MANAGERS recently

received a harsh reminder of the importance

of keeping an eye on the financial health
and stability of their insurers.

The financial woes that resulted in PHICO Insur-
ance Co. being placed in rehabilitation by Pennsyl-
vania last month should put all risk managers—and
their brokers—on notice to keep a close eye on even
seemingly healthy companies for warning signs of
impending trouble. As the PHICO situation demon-
strates, when an insurer’s fortunes turn south, they
can deteriorate rapidly, leaving risk managers un-
prepared and their protection impaired.

PHICO presents a textbook example of the myri-
ad problems that can accompany a strategy of seek-
ing aggressive growth in a soft market. The perils of
cash-flow underwriting are hardly new to this in-
dustry. But it has been several years since this prac-
tice led many insurers into serious trouble, and it’s
likely that some buyers have forgotten. PHICO was
probably not alone in pursuing such a growth strat-
egy, so buyers should be on guard.

PHICO, which was the 10th-largest writer of
medical malpractice insurance in the United States,
was taken over by regulators after its June 30 statu-
tory financial statement showed that its surplus had

quickly plunged to dangerous levels. As of June 30,
PHICO’s surplus stood at $6.8 million, down from
$127.2 million at the end of 2000. Its cushion was
nearly wiped out by a near doubling in direct losses
incurred during the first half of this year, which
capped a recent period of deteriorating loss experi-
ence and growing reserves (BI, Aug. 27).

Analysts blame PHICO’s problems on its adoption
in the late 1990s of an aggressive strategy to boost
premium flow and market share, which was initiat-
ed as medical malpractice rates were falling amid
prolonged soft market conditions. PHICQ’s direct
written premiums peaked at $271.0 million in 1999,
compared with volume of $154.7 million in 1995. As
its business grew, so did claims severity. PHICO had
to boost its reserves by $130 million in 1999, and
more reserve strengthening appears to be behind the
$124.4 million net loss it posted during the first half
of this year.

Buyers and their brokers need to pay close atten-
tion to insurers’ financial situations and keep an eye
out for warning signs. These include rapid expan-
sion, underwriters giving away the pen to brokers
and underwriting agents, excessive underpricing,
inadequate loss reserves and incompetent manage-
ment.
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Since the last spate of insurer financial woes,
commercial insurance buyers have lobbied, with
varying degrees of success, for the deregulation of
insurance markets. That means that when an insurer
gets in trouble now, the finger cannot be readily
pointed at deficient regulatory oversight. The re-
sponsibility for assessing the viability of partners to
an insurance contract rests with the buyer more
than ever, so let the buyer beware.

Crane safety programs crucial

LETTERS TO THE EDITOR

To the editor: Thank you for running
the article “Crane Risks Demand Better
Training,” by Joanne Wojcik, in your
June 11 issue.

Cranes have the potential to cause
some of the most horrendous and catas-
trophic losses on construction projects.
Dale Daul, the St. Paul Insurance Co.
risk control consultant quoted in the ar-
ticle, was absolutely correct when he
said that “crane accidents happen be-
cause of poor management.”

While many contractors have realized

Business

Insurance.

Vice President/Publisher
Martin J. Ross Il (New York)

Vice F’residenthublishing Director
Kathryn J. Mclintyre, AR.M. (Chicago)

this and are implementing comprehen-
sive crane safety programs, many more
need to get on the bandwagon.

This was probably part of the message
the panel of judges wanted to convey
when it selected Gayle Jones of Snyder
Langston and George Bragg of Bragg
Crane Services as the recipients of the
first Construction Risk Management
and Best Practices Award in 1999.

Gayle and George created a highly ef-
fective crane safety program and made
it available without cost to any contrac-

www.businessinsurance.com

Editorial intern: ~ °

tor who wanted it.

Your readers can download a free
copy of this crane safety program from
the IRMI Web site at www.irmi.com/
construction/crmbp.asp.

Thanks for giving this specialized and
very important subject the attention it

‘deserves.

Jack P. Gibson
President
International Risk
Management Institute
Dallas

Business Insurance welcomes let-
ters to the editor. The section is in-
tended to be a forum for readers’
opinions and comments. We reserve
the right to edit letters for clarity or
space. We will not publish unsigned
letters. Please send your letters to
Letters to the Editor, Business In-
surance, 360 N. Michigan Ave.,
Chicago, Ill. 60601; fax: 312-280-
3174; e-mail: pwinston@crain.com
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CEOs

Continued from page 1
ance stock,” Mr. Rowe said.

In addition to a focus on short-
term variable pay, CEOs also are
‘being awarded more stock op-
tions and grants for restricted
stock as long-term incentives to
stay with the company and to en-
sure company profitability, con-
sultants say.

This shift toward variable pay
is a reflection of the insurance in-
dustry playing catch up with its
financial services counterparts as
it looks outside the industry for
execufiye talent, consultants say.
[Surance companies now
er themselves more finan-
cial services companies than in-
surance companies,” said David
Leach¥national directcr of the

compensation to more variable
ehsation like annual bo-

",” agreed Jim Sillery, a se-
nior gonsultant with Watson Wy-
att Worldwide in Chicago.

“Most insurance companies
talk about going to the broad fi-
al services industry to get

% he said. As such, “they
havelto increase the compensa-

tion package to attract people.”

- Gary C. Wendt, chairman and
CEO of Carmel, Ind.-based Con-
seco Inc., is one of the latest ex-
amples of this trend. The acci-
dent and health insurer tapped
Mr. Wendt in June 2000 from
Global Opportunity Advisors, a
private equity investment fund.
Before that, he was chairman and
CEO of GE Capital Services. As
part of Mr. Wendt's employment
agreement with Conseco, he re-
ceived a $45 million cash pay-
ment at signing. This amount was
partial compensation for benefits
he forfeited from a prior employ-
er, Conseco’s proxy statement
said. As part of the agreement,
Mr. Wendt will receive no salary
for the first two years of his em-
ployment, which is why Mr.
Wendt does not appear on BI's

list of highest-paid CEOs. Begin- .

ning in 2002, Mr. Wendt will re-
ceive an annual salary of $1 mil-
lion and a bonus of up to $2.8
million, based on changes in
earnings per share. He also will
receive annual stock options and
restricted stock awards, the
proxy said.

While Mr. Wendt by far re-
ceived the largest bonus among
the Top 25 CEOs in 2000, San-
ford I. Weill's bonus was no
chump change.

The chairman and CEO of Citi-
group Inc. received an $18.5 mil-
lion bonus in 2000 on top of his
$1 million base salary, making
him the highest-paid CEO on the
list. According to Citigroup’s
proxy statement, the compensa-
tion committee “believes that the
management of the company per-
formed exceedingly well in 2000
and that the leadership of Mr.
Weill...was central to these ac-

Highest-paid insurance industry

complishments.”

Citigroup’s total revenues in
2000 increased 18.5% to $111.8
billion, while net income rose
20.2% to $13.52 billion.

John S. Reed, who was co-CEO
with Mr. Weill until April 2000,
was the highest-paid CEO last
year, with a salary and bonus of
$9.75 million. According to Citi-
group’s proxy statement, Mr.
Reed received a $5 million cash
bonus and “certain other bene-
fits” as part of his retirement,

‘We see a much
greater shift away
from pure cash or
fixed compensation
to more variable
compensation, like
annual bonuses and
long-term incentive
awards.’

— Jim Sillery
Watson Wyatt Worldwide

Although Mr. Weill’s salary
and bonus jumped more than
100% in 2000, he did not receive
the biggest pay raise last year.
That distinction goes to William
R. Berkley, chairman and CEO of
Greenwich, Conn.-based W.R.
Berkley Corp. Mr. Berkley re-
ceived a 230% pay hike in 2000
to just over $3 million, making
him the 8th highest-paid CEO.

CEOs
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Whereas Mr. Berkley received a
$920,000 salary in 1999, he re-
ceived a $2 million bonus in 2000
on top of an improved $1 million
base salary. According to the
company’s proxy statement, not
only did Mr. Berkley receive a
$1,811,900 bonus under the com-
pany’s annual incentive plan, but
he also received an additional
discretionary bonus of $190,650
“in recognition of the special ef-
forts...made in 2000 beyond
those contemplated by the crite-
ria set forth in the annual incen-
tive plan.”

In 2000, W.R. Berkley’s total
revenues grew 6.4% to $1.78 bil-
lion. The insurance company re-
ported a $36.2 million profit in
2000, compared with a $37.1 mil-
lion loss in 1999.

Also receiving more than 100%
pay raise last year was Jon A.
Boscia, CEO of Philadelphia-
based Lincoln National Corp.
Mr. Boscia’s salary and bonus
rose nearly 130% to $4.25 million
in 2000, making him the Tth
highest-paid CEO. Mr. Boscia re-
ceived a $3.5 million bonus with
respect to the company’s incen-
tive compensation plan in addi-
tion to his $750,000 base salary.

According to Lincoln Nation-
al’s proxy, the compensation
committee reviewed the compa-
ny’s “excellent 2000 financial re-
sults” as well as a number of
“key strategic actions,” when de-
termining Mr. Boseia’s compen-
sation. Lincoln National’s rev-
enues grew a scant 0.7% to $6.85
billion in 2000, while net income
rose 35% to $621.4 million.

While many CEOs carried
around fatter wallets in 2000 be-
cause of bigger bonuses, others
experienced the opposite side of

variable compensation.

After receiving a $5.9 million
“gspecial bonus” in 1999 in con-
nection with the successful com-
pletion of the merger between
UNUM Corp. and Provident Cos.
Inc., J. Harold Chandler saw his
cash compensation drop 60.7% in
2000. The UNUMProvident Corp.
CEO’s $900,000 salary and $1.4
million bonus in 2000 dropped
him to No. 15 from the sixth
highest-paid spot last year.

After receiving a $990,000
bonus in 1999, Patrick G. Ryan,
chairman and CEO of Chicago-
based Aon Corp., received no
bonus in 2000 based on the com-
pany’s performance during 1993,
Aon’s proxy said. His $1.1 mil-
lion base salary in 2000 was
46.7% off his 1999 cash compen-
sation, dropping him to the No.
21 spot from No. 16 last year.

Not only do a number of insur-
ance industry CEOs take home
large paychecks, but many also
own a significant amount of com-
pany stock.

Maurice R. Greenberg’s benefi-
cial ownership of 46,758,558
shares, or more than 2%, of
American International Group
Inc. common stock makes him
the richest stock owner among
the 25 CEOs. Based on an Aug. 17
AIG share price of $79.21, Mr.
Greenberg’s shares were worth
$3.7 billion.

Mr. Greenberg’s share value,
however, is a far cry from one of
his contemporaries. Warren E,
Buffett’s beneficial ownership of
474,998 Berkshire Hathaway Inc.
shares was worth $32.7 billion on
Aug. 17. Berkshire’s chairman
and CEO took home a $100,000
paycheck in 2000, unchanged
from 1999.
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Source: Securities and Exchange Commission filings and company reports

2000 cash 1999 cash % Value 2000 total % 2000 total %
CEO/Age Company compensation compensation change of shares ' revenues change netincome change
Sanford |. Weill, 67 Citigroup Inc. $19,484.414 $9,732,474 1002%  $1,082,880,548 $111,826,000,000 18.5% $13,519,000,000 20.2%
William H. Donaldson, 69 Aetna Inc.? 7,000,000 NA — 2,720,250 26,818,900,000 21.3 127,100,000 -823
Maurice R. Greenberg, 75 American International Group Inc. 6,000,000 6,000,000 0.0 3,703,745,379  45,972,000,000 13.1 5,636,000,000 115
Robert M. Devlin, 60 American General Carp. 5,495,000 4,935,000 113 207,666,058 11,063,000,000 3.6 1,003,000,000 -11.3
H. Edward Hanway, 49 CIGNA Gorp. 5,271,200 3,211,500 64.1 8,072,559 19,994,000,000 6.8 987,000,000 -44.4
Robert H. Benmosche, 56 Metropolitan Life Insurance Co. 4,400,000 3,714,200 185 10,189  31,947,000,000 25.7 953,000,000 54.5
Jon A. Boscia, 48 Lincoln National Corp. 4,250,000 1,851,548 129.5 9,092,124 6,851,507,000 0.7 621,393,000 35.0
William R. Berkley, 55 W.R. Berkley Corp. 3,032,550 920,000 229.6 152,584,298 1,781,287,000 6.4 36,238,000 NM
David F. D’Alessandro, 50 John Hancock Financial Services * 2,876,923 2,006,154 434 7,225,040 7.598,100,000 -3.3 838,900,000 4476
Brian Duperreault, 53 ACE Ltd. 2,875,000 2,200,000 30.7 8,527,069 5,266,657,000 746 542,982,000 488
Douglas W. Leatherdale, 64  St. Paul Cos. Inc. 2,756,154 3,227,885 -14.6 17,670,554 8,608,000,000 13.7 993,000,000 191
Ramani Ayer, 53 Hartford Financial Services Group Inc. 2,747,833 1,776,417 54.7 14,212,382 14,703,000,000 87 947,000,000 164
J.W. Greenberg, 49 Marsh & McLennan Cos. Inc. 2,700,000 2,300,000 174 3,780,218 10,180,000,000 10.9 1,181,000,000 62.7
James N. Stanard, 52 RenaissanceRe Holdings Inc. 2,529,640 2,283,807 10.8 59,078,269 349,735,000 294 127,235,000 221
J. Harold Chandler, 51 UNUMProvident Corp. 2,300,000 5,850,000 -60.7 25,454,121 9,446,900,000 22 564,200,000 NM
Bernard L. Hengesbaugh, 54  CNA Insurance Cos. 1,873,400 1,916,346 -2.2 13,736,573 15,614,000,000 -4.8 1,214,000,000 NM
Brian M. O’Hara, 52 XL Capital Ltd. 1,850,000 2,500,000 -26.0 28,448,118 2,717,459,000 8.2 506,352,000 76
Dean R. O'Hare, 58 Chubb Corp. 1,804,751 1,791,107 08 64,638,558 7,251,500,000 78 714,600,600 151
Edward M. Liddy, 55 Allstate Corp. 1,548,250 1,428,873 84 10,019,424 29,134,000,000 81 2,211,000,000 -18.7
J. Patrick Gallagher Jr., 49 Arthur J. Gallagher & Co. 1,150,000 850,000 353 10,015,341 740,596,000 12.8 87,776,000 249
21 Patrick G. Ryan, 63 Aon Corp. 1,125,000 2,109,230 -46.7 1,118,702,697 7,375,000,000 43 474,000,000 347
22  Herbert N, Haag, 54 PartnerRe Ltd.! 1,064,250 1,050,000 14 NA 1,525,600,000 -6.4 142,300,000 501
23  Carl H. Lindner, 81 - American Financial Group Inc. 950,500 1,568,000 -394 112,530,053 3,817,000,000 13.6 -56,035,000 NM
24  Roger H. Eigsti, 58 SAFECO Corp. 900,000 900,000 0.0 3,590,900 7,140,100,000 40 114,600,000 -54.6
25 A C. Zucaro, 61 Old Republic International Group 894,846 1,408,700 -36.5 3,218,574 2,070,600,000 -1.5 297,500,000 31.2
Averages $3,475,188 $2,621,250 32.6%
' Based on Aug. 17, 2001, closing share price. 2 Mr. Donaldson acted as Aetna’s GEO from Feb. 25 through Sept. 15, 2000. He succeeded Richard L. Huber and was succeeded by Dr. John W. Rowe.
3 Mr. D'Alessandro succeeded Stephen L. Brown as CEOQ in June 2000. * Mr. Haag served as CEO until Dec. 1, 2000. He was succeeded by Patrick A. Thiele.
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Reinsurers say rates still inadequate

Price increases are likely to continue

By RODD ZOLKOS

einsurance prices are rising across
most lines and regions, but people in
the industry are consistent in de-
scribing the change as a “harden-
ing" rather than a “hard” market.
The change is a needed one, rein-
surers agree, bringing prices more in line with
the risks assumed. But more increases are
needed to push prices to truly appropriate lev-
€ls, and the upward trend will continue at least
into 2002, they say.

At this point, capacity seems readily avail-
able—at the right price—and reinsurers are
showing a willingness to walk away from busi-
ness if that price isn’t achieved.

Looking ahead, though, there are indications
that the capacity situation could change.
Though there have been no major catastrophe
losses this year, a number of smaller, but sig-
nificant, losses, coupled with troublesome on-
going asbestos exposures and emerging risks
such as mold and Internet exposures, could
well diminish capacity in coming years.

At the least, those factors likely will continue
to support higher prices for the foreseeable fu-
ture.

“Generically, the market is hardening. We're
seeing price increases across the board,” said
Henry C.V. Keeling, president and chief execu-
tive officer at XL, Re Litd., the reinsurance unit
of Hamilton, Bermuda-based XL Capital Ltd.
“But, at this point, I wouldn't say the price in-
creases are adequate.”

“Having said that, I wouldn't say the pricing
turn is capacity driven, as such,” Mr. Keeling
said. Instead, the increases are the result of
years of inadequate pricing and fears among
underwriters and others at reinsurers that if
they don't improve pricing “they might be out
of a job,” he said.

There are some capacity shortages, notably
in certain casualty and directors and officers
lines; catastrophe coverages, such as Florida
windstorm and California earthquake; and
some areas of the marine market, Mr. Keeling
said.

“We see similar trends in both the U.S. and
other major markets—FEurope, the UK.,
maybe less so in Asia,” said Hoyt Wood, exec-
utive vp and global chief underwriter at Em-
ployers Reinsurance Corp. in Overland Park,
Kan.

“Our mantra is we want to move to risk-
based pricing,” Mr. Wood said. “Having said
that, we place no mandated percentage in-
crease on anybody. We have some terrific cus-
tomer relationships, and our goal is to have the
right rate for each relationship. We're trying to
get paid for volatility.”

“All that said and done, we're seeing signifi-
cant price increases for most products,” Mr.
Wood said. “But in terms of a truly hard mar-
ket, a traditional hard market in terms of ca-
pacity, we're not seeing any deals that don't get
done.”

Andreas Beerli, chief executive officer of the
Americas Division of Swiss Re America Corp.
in New York, said: “In North America, we see
a clear hardening of the market. We don’t have
a hard market now, but the market is chang-

Mr. Beerli said Swiss Re and other large
reinsurers have made an effort to raise rates
and shed unprofitable business. “I'm happy to
confirm that in our renewal portfolio, we
achieved those price levels that we hoped to
achieve in the United States,” he said.

In Latin America, the biggest price increases
are in noncatastrophe business, Mr. Beerli
said. Throughout the region, further price in-
creases and changes in terms and conditions
are needed to bring the market to the desired

level, he added.

Steven Bolland, senior vp at intermediary
Gill & Roeser Inc. in New York, said that
though reinsurance price increases are higher
in certain classes, prices are rising across the
board.

“I would say that property cat is the high-
est,” Mr. Bolland said, adding that, with the
exception of certain lines, general casualty
coverages are seeing the lowest increases.

Particularly problematic are catastrophe-
prone areas that have had poor experience
over the past several years, he said. For exam-
ple, “the frequency and severity of storms hit-
ting the Caribbean in the past several years
have caused some of the model makers to re-
vise their models. And that has impacted pric-
ing,” he noted.

“We haven’t noticed a shortage of capacity,
although you have to get the price right,” Mr.
Balland said. “People are willing to walk away
from a price that is below what they believe to
be adequate.”

Swiss Re’s Mr. Beerli noted that major rein-
surance players are able to pull all of the as-
pects of their organization in the same direc-
tion in terms of pricing and renewal decisions,
in an effort to reach appropriate price levels.
But across the market, he still fears the poten-
tial for less disciplined underwriting from
some reinsurers. “To say no’ to business is dif-
ferent than what they are used to,” Mr. Beerli
said.

“There is capacity available in the market
now. It’s a hardening market; it’s not a hard
market, but the capacity is only available
when the technical price is achieved,” said
James P. Bryce, president and chief executive
officer of property catastrophe reinsurer
IPCRe Litd. in Pembroke, Bermuda. “It’s avail-
able if the price is correct, and not available if

See Market on page 14

London strives to make
market more efficient

But some industry insiders say the
traditional manner of doing business
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in the London reinsurance market is
now outmoded and inefficient. Lon-
don must modernize if it is to contin-
ue to compete, they say.

One London market broker, who
asked not to be named, decried the
paper-laden way the London market
still does business. He said the cur-
rent system—in which brokers carry
paper quotes by hand to the various
underwriters’ boxes in the Lloyd's

See London on page 20

Reinsurers urge passage
of greenhouse gas limits

Ranked by 2000 net premiums written
Net reinsurance
Company premiums written
1 Munich Re Group $14,974,752,000 By SARAH VEYSEY
2  Swiss Re Group 13,790,394,000
3 Berkshire Hathaway/ ondon is one of the world's
GeneralCologne Re 13,540,000,000 oldest reinsurance markets.
4 Employers Reinsurance Group 8,342,000,000 From its modest beginnings
5 Hannover Re Group 4,895,572,617 in Edward Lloyd’s coffee
6 Gerling Global shop more than 300 years ago,
Reinsurance Group 4,053,363,600 the market has become one of
7 Lloyd's of London 4,014,368,000 the largest in the world. In The City—
8 Assicurazioni Generali S.p.A. 3,951,921,500 London’s square-mile financial dis-
9 Allianz Reinsurance Group 3,726,500,000¢ | trict—it is common to see hordes of
10 Zurich Re 3,065,807,000° dark—suyced insurance brokers rush
11 SCOR 275 4:232. 000 fmll? 3&1&3 to (;fﬁ‘ce, bundles of papar
12 London Reinsurance Group 1880320,000 | Ood vndertheiramms.
13 Transatlantic Holdings Inc. 1,658,579,000
14 AXA Reinsurance Group 1,424,700,000?
15  Reinsurance Group
of America Inc. 1,404,100,000
16 Lincoln Re 1,383,500,000
17  PartnerRe Ltd. 1,380,400,000
18 St Paul Re 1,251,493,000
19  Everest Re Group Ltd. 1,218,906,000
20 XL Re Ltd. 1,022,193,000 By CAROLYN ALDRED
21 QBE Insurance Group Ltd. : y }
(Reinsurance Divisio%) 1,000,147,200 einsurers are urging polit-
22 The Toa Reinsurance Co. Ltd. 952,400,000 e e
23 CNARe 951200,000 § tgke fiADS thit wonld
= minimize manmade fac-
24 Korean Re 901,800,000 tors that contribute to
25  Trenwick Group Ltd. 833,952,000¢ global warming, in an ef-
1 Bl estimate of combined Berkshire Hathaway Group and GeneralCologne Re fort to limit losses from catastro-
2 Source: Standard & Poor's phes linked to climate change.
3 Blestimate of combined Zurich Re and Centre Solutions (Bermuda) Lid, While the debate continues over
4 Pro forma combination of Trenwick Group Lid. and LaSalle Re the causes and effects of climate
Soce: Sluney change, reinsurers and insurers—

especially companies based outside
the United States—are calling for
politicians to take the lead in
bringing about.a reduction in so-
called greenhouse gas emissions.
These gasses, such as carbon diox-
ide, are regarded as a leading cause
of global warming, which, in turn,
is blamed for spurring climate
changes that can increase the fre-
quency and severity of natural
catastrophes.

See Climate on page 24




It's no secret that this has been a challenging time
for both the insurance and reinsurance industries.
So, it's imperative that you find a reinsurer with
the same priorities as you. Someone dedicated to
employing the best people and finding innovative
underwriting solutions for your ultimate long-term
success. That reinsurer is CNA Re.

Now, more than ever, you need a reinsurer
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Continued from page 10
the price is not correct.”

“A lot of times, the price isn't just
where they want it, so (the reinsur-
ers) just walk away,” said Stephen
Breen, a senior vp at Willis Re Inc. in
New York.

“We're not stepping back from the
plate, but, quite frankly, the price
has to reflect the adverse experiernce
of the past few years,” Mr. Bryce
said.

“We've been through a period
where I think a lot of reinsurance
programs were sold on an adverse-
selection basis,” said Mr. Wood of
Employers Re. “The clients have al-

ways been sophisticated, but per-
haps were more sophisticated than
we were over the past decade. They
chose to buy reinsurance when pric-
ing was in their favor.”

Now, some of the larger global in-
surers may be retaining more, but
Mr. Wood said he thinks there gen-
erally is acceptance among buyers of
higher reinsurance prices.

“I don’t think there have been any
dramatic stories of anybody being
left in the lurch at renewal time,” he
said. “Ten percent to 20% rate hikes
are painful to some clients given the
environment they’ve been in, but
they’ll start to get used to it.”

“Insurance rates are going up,
which makes the reinsurance cost
easier to digest,” Mr. Bryce said.

“The difficulty is when you have a
cycle where the reinsurance cost is
going up while insurance rates are
going down and you're caught in the
squeeze.”

“At the moment, the majority of
people seem comfortable to take the
increases,” Gill & Roeser’s Mr. Bol-
land said. “One of the features in the
market seems to be that you don’t
have the violent and dramatic fluc-
tuations you had the last time the
market turned hard.”

While this is the second year of
10% to 15% price increases, those
increases are “not dramatic enough
to make people say, ‘What are my
options?” Mr. Bolland said.

The pricing trend is likely to con-
tinue. said XL Re’s Mr. Keeling.

“We're increasingly confident that
pricing in the reinsurance market
will continue the upward trend
through this renewal season and
into 2002,” Mr. Keeling said. “And,
frankly, we don'’t see anything out
there that will turn that around.”

In the face of that trend, more
buyers will try to secure coverage
early in the renewal process, rather
than dragging out negotiations, he
added.

In recent years, reinsurance buy-
ers felt confident that extended ne-
gotiations might lead to lower prices
or, at worst, a renewal at the current
price, he said. But now, buyers drag-
ging out the process might face the
loss of the capacity or prices that rise
from the reinsurer’s initial offer, Mr.
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Keeling said.

“Obviously, for some clients, in-
creasing the retention is an option,’
Mr. Keeling said. “But I think for
some clients, their results are suffer-
ing—it’s not a time they can afford
to increase retentions.”

“I think what you have to do as a
broker in this market is advise
(clients) that there is capacity but it’s
not what they're accustomed to,”
Mr. Breen said. In some cases, ce-
dents might have to look to multi-
year, finite risk-type deals to obtain
coverage, he suggested. “You cannot
buy the amount of aggregate capaci-
ty that is needed for some of these
big insurance or reinsurance compa-
nies now,” he said.

Having been at the forefront of the
hardening market, the retrocession-
al market continues to harden.

Dirk Lohmann, CEO of Zurich Re
in Switzerland, said, “most compa-
nies are having to live with less
retrocessional capacity. In some in-
stances, they are also being forced to
reduce their capacity to clients.”

XL Re’s Mr. Keeling said, “Cer-
tainly, the retro markets were the
first to harden and will continue to
doso.”

“It always amazes me that we
have a tail wagging the dog,” Mr.
Wood said. “We have a retrocession-
al market that tends to harden first
and then the reinsurance market,
followed by the primary market.”

IPCRe’s Mr. Bryce suggested that
whether property catastrophe retro
rates go up “like an airplane” or
“like a missile” would be deter-|
mined by losses incurred during the
rest of this year. “I think we've still|
got along way to go in terms of what
happens in the third quarter,” he!
said. |

“The retrocessional market is un-
doubtedly hardening. There’s been a
lot of capacity driven out of the mar-
ket in the past 24 months,” Mr.
Breen said. “Obviously, this does
lend itself to trying to increase ca-
pacity by using alternative risk/fi-
nite,” he said.

While most observers see ade-
quate capacity in the existing rein-
surance markets, they allow that
various issues could force a change.

Asbestos losses and the need to in-

crease reserves remain factors, Mr, '

Keeling noted. “And, at the same
time, we're seeing a series of rela-

tively small but very wounding'

events,” such as Tropical Storm Al-
lison in June, aircraft losses caused
by a terrorist attack at Sri Lanka’s
main airport in July and the sinking
of a Petrobras oil rig in April.

“Capacity is tight in certain areas,
but it’s not primarily at this point a
capacity-driven market turn,” Mr.
Keeling said. “But it could become
one.”

Mr. Bryce noted that Allison pro-
duced losses “that quite frankly

caught a lot of people on the back

foot.” He estimates that Allison
probably will generate $2.5 billion

in losses, “and I don’t think people |
thought a tropical storm could do

that much damage.”

He adds to the mix this year’s
Seattle earthquake, which, while
producing limited losses, provided a
“wake up call” to the industry.

One reinsurance industry source
noted that asbestos-related claims
show no sign of letting up.

“To the extent that you're talking
about a lot of the reinsurance con-
tracts, if you're looking at the policy
language written in the 1950s,

See Market on page 16
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Continued from page 14
they’re going to be proportional con-
tracts, they’re not capped,” he said.
“That's the way these contracts
were written in the '50s and '60s.”

Robert W. Hammesfahr, a mem-
ber of the Cozen O’Connor law firm
in Chicago, said that the industry
faces problems from a plaintiffs bar
enriched by tobacco settlements.

“What'’s happened is, you paid so
much to the tobacco lawyers that
you've got people who are very well
financed,” he said. “All they’ve got
to do is find the right kind of
claims.”

“You've got an imbalance in the

system right now, and the imbal-
ance will get worse, not better,” Mr.
Hammesfahr said.

Meanwhile, injury awards contin-
ue to increase.

“It's not unusual to be talking
about $20 million demands on bodi-
ly injury claims on single
claimants,” Mr. Hammesfahr said.
“And that, of course, hits the excess-
of-loss reinsurers. Which, I suppose,
is why they've been complaining
that rates are inadequate.”

Employers Re's Mr. Wood sug-
gested that although his company
isn't as exposed to asbestos claims as
are some, developing claims areas
such as mold and Internet risks
could pose problems for his and oth-
€r companies.

Such uncertainties are a major
reason the industry needs to main-
tain its current pricing for the next
several years, Mr. Wood said.

If the uncertainties remain, or the
market experiences some large
catastrophe losses, “things. could
change dramatically,” Mr. Bolland
said. “We really haven't had a major
catastrophe hit the United States in
several vears.”

In upcoming renewals, “I think,
quite frankly, it will be business as
usual,” Mr. Bryce said. “I think it
will be disciplined underwriting. 1
think there will be rate increases for
clients where there have been few
losses. And for those where there
have been greater losses, I think rate
increases will be substantial ”

Reinsurers not rushing
to tap capital markets

By RODD ZOLKOS

hardening reinsurance

and retrocessional mar-

ket may prompt more

reinsurers to turn to

capital markets instru-

ents to transfer risk,

though interest in such tools will

likely remain limited in the near
future.

“You are seeing a few more
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companies jumping into what we
would call alternate situations,”
said Steven Bolland, senior vp at
intermediary Gill & Roeser Inc. in
New York. Such arrangements
aren’t for everyone, Mr. Bolland
said, “but you are seeing people
buying options and derivatives.”

“One of the features in the cat
market is that the retrocessional
coverage is very expensive, and
the capacity has shrunk dramati-
cally in the past couple of years,”
Mr. Bolland said. In that sort of
environment, the capital markets
might make sense as a risk trans-
fer vehicle, but only for the
largest companies, he said.

Over the span of several years,
the results of purchasing reinsur-
ance and of transferring risks
through capital markets tools
may be essentially the same, Mr.
Bolland noted. But, differences in
the initial cost—and, perhaps
more significantly, accounting
treatment—might make the capi-
tal markets option viable only for
the largest companies, he said.

While payment of a reinsurance
claim would directly offset the re-
lated underwriting loss in a com-
pany’s accounting of its insurance
activity, a derivative payout
would be recorded as an invest-
ment gain, he noted.

“The ultimate bottom line is the
same, but if you're a small com-
pany, you're going to have this
horrible underwriting result and
a wonderful investment gain,”
Mr. Bolland said. “Regulators’
eyebrows are going to go through
the roof.”

For a large company, “the num-
bers are so small that it won't
have the same impact on your ac-
counts,” Mr. Bolland said. “Those
are the people you're going to see
getting involved in these things.”

“We see continuing activity in
the capital markets, but nothing
that is sufficiently fundamental
or substantial that it will change
the way the market gets its capac-
ity,” said Henry C.V. Keeling,
president and chief executive of-
ficer of XL Re Ltd. in Hamilton,
Bermuda.

Not only are capital market
deals more costly, but they also
primarily provide capacity at the
“outlying areas of the capacity
curve” rather than in reinsurers’
working layers, Mr. Keeling said.

Until those situations change,
“I don’t see where (capital mar-
kets) become a sufficient replace-
ment for traditional reinsurance
and retrocessional capacity,” he
said.

Hoyt Wood, executive vp and

global chief underwriter of Em- |

ployers Reinsurance Corp. in
Overland Park, Kan., acknowl-
edged that interest in the capital
markets exists among reinsurers.
“I think it’s there, and I think the
capital market has done a better
job of pricing volatility and their
capacity,” he said.

But, he said, “We don't see it as
a competfitive issue for us. We
don’t sit around worrying about
the capital markets taking over
our business.”
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Continued from page 10
building, then wait in lines to speak
with the underwriters—is outdated
and time consuming.

But efforts are underway to
streamline and modernize the
Lloyd’s and London markets.

Last year, representatives of Lon-
don market companies, Lloyd’s of
London and brokers began explor-
ing ways to streamline the market-
place and make it more efficient.
The International Underwriting
Assn., representatives of Lloyd'’s
Council and the Lloyd’s Insurance
Market Brokers Committee joined
forces to create a plan for the mod-

ernization of the London market-
place.

“We believe that it is imperative
that the London market dismantles
the ‘Victorian pipework’ it uses for
the processing of premiums, docu-
mentation and claims and moves
rapidly towards the latest genera-
tion of business-to-business trading
systems,” the three groups said in a

joint statement that accompanied
the publication of a protocols and
standards document last year. Over
the last several months, London
brokers and underwriters have
been gathering in workshops to dis-
cuss the implementation of the pro-
posals developed through the Lon-
don Market Protocols 2001 project.

The proposals contained in the
LMP2001 report have five major
aims. The goal of the reform is to
improve the London market’s
“poor showing” in the areas of con-
tract certainty, premium payment,
claims payment, contract and
claims processing and policy pro-
duction, the LMP2001 committee
said in a written statement.

While the reform is directed at

both the insurance and reinsurance
markets, some of the proposals are
specific to reinsurance, said Roy
Laker, a management consultant in
the LMP2001 program office.

One such suggestion is the sim-
plification of the Lloyd’s and Lon-
don market slips used to write lines
of reinsurance. “They are (de-
signed) to bring more clarity of in-
formation—to clearly define roles
and responsibility,” Mr. Laker said.

Mr. Laker said a number of bro-
kers are working with the new slips
on a trial basis. “Then there will be
market sessions and workshops,
and then they will start to be used
in the market,” he said. The new
slips should be ready for use by Jan.
1 renewals, he said, if not earlier.

Nick Furlonge, deputy under-
writer for Lloyd’s managing agent
Beazley Furlonge Ltd., was one of
the initial members of the LMP
steering committee. Even though he
was later replaced on the commit-
tee by Beazley marine underwriter
Clive Washburn, Mr. Furlonge said,
he is still closely involved with its

. work.

The question of modernization,
he said, “is not really discrete to
reinsurance” but applies to the
London market as a whole. “Every-
one agrees that the London market
needs updating and improving.”

Mr. Furlonge stressed that there
are some areas of reinsurance in
which Lloyd's is a technological
leader; he noted, for example, that
catastrophe accounts are now mod-
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el-driven. “So, information is now

sent through by e-mail or on disk—

it is quite efficient,” he said.

Mr. Furlonge added that a lot of
“pre-underwriting” now takes
place before the broker gets to the
underwriting box, “so that is quite
advanced.”

But Mr. Furlonge said the market
must gear itself up to do things “in
parallel, rather than in series.”
Many of the steps involved in un-
derwriting a risk should be per-
formed simultaneously, rather than
sequentially, he said.

“We need to get rid of “TBA, ” he
said, referring to designations on
line slips that indicate details “to be
arranged,” or agreed upon later.

“On complex risks there is often
TBA,” Mr. Furlonge said. “But the
more of these you get, the more
things there are to sort out. And
when you come back to it a month
later or a week later, you have to go
over all the same ground again.”

He said the LMP committee is
working toward more standardiza-
tion of the procedures used in the
placement of business; that way, he
said, most details can be sorted out
at the point of sale.

“Likewise with renewal word-
ings. If you can get a renewal on
cookie-cutter business (simple
business), then you should be able
to do as much as possible at the

i point of sale,” Mr. Furlonge said.
Standardized policy wording
would be useful in such cases, he
explained.

London-based Jardine Lloyd
Thompson Group P.L.C. is one of
the brokers involved in the LMP
2001 project. Rudy Konig, a partner
in JLT's Risk Solutions division,
said JLT enthusiastically supports
the project proposals.

“We continue to be actively in-
volved in pursuing the LMP pro-
ject’s aims and ambitions to
streamline processes and proce-
dures in the London market to pro-
vide a better product for our
clients,” Mr. Konig said.

_Still, some underwriters maintain
that it is precisely because Lloyd’s
and London are true marketplaces
that they remain good places in
which to do business.

“Brokers can literally come into
the market...and talk to a number
of leading, competing businesses
and probably be talking to the ulti-
mate decision maker,” said Neil
‘Maidment, a reinsurance under-
writer at Beazley. “So, effectively,
the customer is talking to the ulti-
mate decision maker.”

It is this access, Mr. Maidment
said, that ensures fast turn-
around times for London-market
business.
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Downfall of U.K.’s Independent raises questions

By DOUGLAS McLEOD

wo months after the
collapse of Independent
Insurance Co. Ltd., the
full extent of damage to
international reinsur-
ance and insurance
markets remains unclear.

Provisional liquidators at
PricewaterhouseCoopers  are
continuing a “forensic examina-
tion” of Independent’s finances,
and U.K. law enforcement offi-
cials have launched a fraud in-
quiry that is expected to contin-
ue at least into next year.

Liquidators have not offered
any estimate of the size of the
London-based insurer’s insol-
vency, though, and are still as-
sessing the extent of its under-
reserving, which initially was
pegged at £62 million pounds
($89.5 million) but is widely be-
lieved to be much greater.

PricewaterhouseCoopers is
also evaluating Independent’s
reinsurance contracts, including
a series of contracts with a
Dublin-based unit of GE Capi-
tal Corp. that came to light ear-
lier this year as Independent’s
troubles deepened. Among these
contracts were a general liabili-
ty stop-loss cover and subse-
quent amendments that report-
edly slashed the scope of the
coverage.

Independent creditors, mean-
while, are pursuing fraud alle-
gations. Stephen Alexander, a
lawyer with the London firm
Class Law, has charged that
publicly traded Independent in-
tentionally underreserved for
claims to boost profits and that
its financial statements for
year-end 2000 and possibly ear-
lier years were fraudulent.

“If contracts were entered
into...as a result of some fraudu-
lent misrepresentation by the
company, they are a nullity, and
you must stop looking at this
situation as a normal one,” Mr.
Alexander advised at a meeting
of Independent brokers and pol-
icyholders in July.

Whether fraud charges might
also be raised by Independent'’s
reinsurers to void their con-
tracts remains to be seen.

A committee of Independent
creditors has hired Class Law to
review the feasibility of filing a
negligence lawsuit against sev-
eral parties, possibly including
Independent auditor KPMG, ac-
tuarial consultant Watson Wy-
att, Independent’s board of di-
rectors, the U.K. Department of
Trade and Industry, and the Fi-
nancial Services Authority,
Britain’s insurance regulator.

As the inquiries move for-
ward, U.K. insurers are facing
tens of millions of pounds of as-
sessments from the Policyhold-
ers’ Protection Board, a guaran-
ty fund for personal lines and
compulsory insurance claims.
CGNU P.L.C,, for example, an-
nounced that it has set aside £14
million pounds ($20.2 million)
for the expected PBB assess-
ment, while Royal & SunAl-
liance Insurance Group P.L.C.
said it has set aside an undis-
closed amount.

Commercial insurance busi-
ness, which accounted for about
80% of Independent’s premi-
ums, is not covered by the PBB.

Independent was formed in
the late 1980s by a group that
included its former chief execu-
tive officer, Michael J. Bright.
The insurer grew rapidly during
the 1990s as it opened sub-
sidiaries or branches in Ireland,
France, Spain and Australia.

Year-end 2000 revenues for
Independent Insurance Group
P.L.C. hit £965.4 million ($1.46
billion), a 103% gain over the

previous year, while net income
fell 69.3% in 2000 to £15.4 mil-

Independent \
Insurance

lion ($23.4 million). At the end
of last year, Independent report-
ed total assets of £1.72 billion
($2.61 billion) and liabilities of
£1.40 billion ($2.12 billion), ac-

cording to its audited financial
statement.

After Independent went pub-
lic in 1993, its stock flourished
on the London Stock Exchange
on the strength of strong annual
revenue growth and apparently
superior underwriting perfor-
mance. At the end of last year,
as its stock price was reaching a
peak, Independent boasted a
market capitalization of £958.0
million ($1.45 billion).

The insurer’s fortunes turned
in February, though, when it
warned that its first-quarter

earnings would be below expec-
tations because of reinsurance
costs and losses at its French
unit, and its share price dropped
by more than half.

Mr. Bright resigned as CEQ in
April but remained temporarily
as nonexecutive deputy chair-
man, as Independent sought to
raise £150 million ($216 million)
in a share offering to shore up
its finances. In June, though, the
insurer abandoned the offering
and closed its doors to new and
renewal business after Watson

Continued on next page
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Wyatt said it could not accu-
rately estimate Independent’s li-
abilities, and the insurer an-
nounced that it could not “as-
certain the appropriate level of
technical provisions” on its
business.

Apart from the reserving
questions, another problem for
the insurer was a general liabili-
ty stop-loss reinsurance con-
tract with Ireco, a Dublin-based
unit of GE Capital, which Inde-
pendent’s year-end financial
statement said provided £278
million ($401.2 million) of cov-
erage for a £110 million ($158.7
million) premium. The benefits
of the contract were substan-

tially reduced by later amend-
ments, according to press re-
ports.

Representatives of Indepen-
dent’s liquidators and GE Capi-
tal declined to comment on the
transactions,

On June 17, a London High
Court judge appointed Dan
Schwarzmann and Charles Bat-
ten, partners of Pricewater-
houseCoopers, as Independent’s
joint provisional liquidators.
The liquidators have since filed
an ancillary bankruptcy peti-
tion in U.S. Bankruptcy Court
for the Southern District of New
York.

PricewaterhouseCoopers has
also formed a new company,

Aurora Corporate Services Ltd.,
to manage the runoff of the in-
surer’s claims. Independent’s
claims staff has been trans-
ferred to Aurora, which will op-
erate as an Independent sub-
sidiary.

The liquidators are also hop-
ing to develop a scheme of ar-
rangement with Independent’s
creditors to speed the winding
up of the insurer’s business,
bankruptcy court documents
show. Fallout from the Indepen-
dent collapse has been wide-
spread, starting with commer-
cial policyholders in the United
Kingdom, Ireland, France and
elsewhere. In the United King-
dom, for example, Baldwin’s In-

dustrial Services P.L.C,, a crane
leasing company, disclosed that
the Independent collapse will
cost it £1 million ($1.4 millien),
including the cost of interim
and replacement coverage and
the cost of potentially uncov-
ered claims.

International reinsurers and
insurers are also assessing their
exposure to losses under ceded
and assumed reinsurance con-
tracts with Independent. St.
Paul Re, for example, had both
ceded business to and assumed
it from the insurer and is evalu-
ating its position, a St. Paul Re
representative said.

Apart from the financial im-
pact, the collapse has sparked
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demands to improve the regula-
tery performance of the Finan-
cial Services Authority. Critics
of the FSA have noted that,
among other things, France’s
regulatory agency, the Commis-
sion de Controle des Assurances,
warned the FSA last year that
Independent’s French unit was
drastically underreserving for
claims. FSA officials have
replied that they believed that
Independent was addressing the
problem with a capital infusion
for the French unit.

Meanwhile, at the FSA’s re-
quest, Britain’s Serious Fraud
Office has begun an investiga-
tion of Independent’s opera-
tions, the agency announced in
June. And lawyers for the Lon-
don-based Committee of the
Creditors of Independent Insur-
ance Group have leveled their
own fraud charges.

‘If contracts were en-
tered into...as a re-
sult of some fraudu-
lent misrepresenta-
tion by the company,
they are a nullity.

— Stephen Alexander
Class Law

At a meeting with brokers last
month, Mr. Alexander, the Class
Law partner representing the
creditors group, charged that
Independent systematically un-
derreserved for losses for sever-
al years. Independent employees
told the creditor lawyers, for ex-
ample, that their departments
were given reserve figures in ad-
vance for each month and that
when those figures were exceed-
ed, claims were written down to
one pound or not entered into
the system, Mr. Alexander told
the group.

The alleged underreserving
rendered Independent’s 2000 fi-
nancial reports fraudulent, he
charged at the meeting, adding
that lawyers are examining
whether the same allegations
can be made about earlier years'
reports.

The PricewaterhouseCoopers
spokeswoman declined to com-
ment on Mr. Alexander’s char-
ges beyond saying that the lig-
uidators and law enforcement
officials are investigating.

A lawyer for Mr. Bright de-
clined to comment on the alle-
gations regarding Independent’s
reserving and reinsurance con-
tracts. Until U.K. law enforce-
ment officials complete their in-
vestigation into Independent's
collapse, “it is unlikely that he
will have any comment,” said
Robin Booth, a partner with
Burton Copeland in London
“He will answer in due course i
he is required to do so.”

Responding to the possibility
of a negligence lawsuit, a
spokesman for Independent au-
ditor KPMG said, “We are very

" sure of our legal ground so far

as any action against us is con-
cerned.”
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Climate

Continued from page 10

Once governments act, financial
services companies, including in-
surers and reinsurers, would be bet-
ter able to structure their products
to provide incentives for reduced
emissions and cleaner technologies.

Senior executives from the
world’s largest reinsurers—Munich
Reinsurance Co. and Swiss Rein-
surance Co.—are members of a
United Nations committee charged
with exploring the role of the finan-
cial services industry in reducing
climate change. The entire U.N. En-
vironment Programme’s Finance
Initiatives panel addressed govern-
ment officials who gathered in
Bonn, Germany, in July to finalize
rules for implementing emission re-
ductions called for under the 1997
Kyoto Protocol.

“Although scientific uncertainties
about the local effects of climate
change still exist, we must apply the
precautionary principle. Emission
reductions and risk management
measures need to start now if we
are to mitigate and adapt to climate
change risks,” Erik Schmausser, a
member of Swiss Re's group sus-
tainability management and chair-
man of the UNEPFI, said at the
meeting in Bonn.

“Long-term international and

national frameworks for market
mechanisms are needed to address
climate change,” before financial
services initiatives can occur, Mr.
Schmausser added.

should be “looking at financial
products and services that can en-
courage investment towards clean-
er technology and reduzed emis-
sions. Also, we must cooparate with

PHOTO: AFP

Protesters joined government officials and senior executives from the
world's largest reinsurers meeting in Bonn, Germany, in July to voice their
opinions on proposed intemational rules for cutting greenhouse emissions.

“The financial services sector
should adopt a proactive position
on climate change,” said Andrew
Dlugolecki, a consultant with Len-
don-based CGNU P.L.C. and a UN-
EPFI member.

Financial services companies
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other stakekolders in risk manage-
ment measures that will acdress the
climate change clkallenge,” Mr.
Dlugolecki said. “Policies to man-
age the impact of climate change
will inevitably entail the supply of
financial services in terms of insur-
ance, credit and investmen:.”

But before insurers and other fi-
nancia’ services companies can
structure their products to reward
cleaner companies and practices,
Mr. D_ugolecki said, pcliticians
must take a clear lead to reduce car-
bon emissions and promote cleaner
technology.

“Those insurers wk.o are aware of
the issue are impatient with
progress,” he said. “Climate change
is a gigantic unplanned experiment
with our home planet and zould be
disastrous for certain communities
and regions in the coming Jecades,
and mo-e widely by the next centu-
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ry,” he said.

Of insurance industry companies,
reinsurers are regarded as leading
the push to change.

“Reinsurers are generally much
more aware of the situation regard-
ing the threat from climate change,
with Swiss Re and Munich Re lead-
ing the charge on many issues,” said
Julian Salt, project manager of nat-
ural perils for the United King-
dom’s Loss Prevention Centre in
Watford, England.

“As far as the Kyoto Protocol is
concemed, we consider the compro-
mise achieved in Bonn (in late July)
to be an important initial step, even
though global emissions of climate-
relevant greenhouse gases must be
more significantly reduced overall
than is called for in the protocol,”
according to statement by Munich
Re. At the meeting in Bonn, dele-
gates from about 180 countries for-
mally adopted the text of the Kyoto
Protocol, which aims to reduce
global levels of greenhouse gas
emissions. The protocol still must be
ratified by the individual nations,
though.

Both Munich Re and Swiss Re
predict that climate change will
further increase the huge weather-
related losses seen in recent years,

“Weather- and climate-related
disasters today already play a major
role. With global warming, the risk
situation will be aggravated with
dramatic natural disaster losses. A
single event such as a major hurri-
cane could exceed $100 billion in
economic damage,” Thomas Loster,
weather and climate change spe-
cialist in the geoscience department
at Munich Re, warned delegates at
Bonn in July.

Both reinsurers on the U.N. panel
acknowledge that demographic and
socioeconomic development—such
as increased population centers, in-
creased wealth and increasing de-
velopment of coastal plains—and
technological changes are the main
factors behind rising natural catas-
trophe losses. However, climate
variations, including the effects of
El Nino and global warming, in-
creasingly will affect loss figures,
they say.

“Over the last few decades, the
irternational insurance industry
has been confronted with a drastic
Increase in the scope and frequency
of major economic losses due tonat-
ural disasters, most pronouncedly
over the past 10 years,” according to
Munich Re's statement.

“If current trends persist, the an-
nual loss amounts will, within the
next decade, come close to $150 bil-
lion, of which roughly one-third
will be insured,” the statement
adds.

Swiss Re also predicts that, by the
end of 2020, “we expect economic
losses to be about three times larger
than today. About one-quarter to
one-third of it will be insured loss-
es.” said Gerry Lemcke, a climate
change specialist in Swiss Re's rein-
surance and risk catastrophe perils
department.

According to Swiss Re, current
insured losses from natural catas-
trophes are, on average, about $20.2
billion a year with a standard devi-
ation of about $8.2 billion.

Both reinsurers acknowledge that
these natural disaster trends would
increase without global warming,
due to such factors as growing pop-
ulation sizes, increased wealth and
the migration of populations to-
ward coastal and higher-risk areas.

“But if the most-probable green-
house predictions come true, the
present problems will be magnified
dramatically,” Munich Re warned
in a statement, adding that
“changes in many atmospheric pro-
cesses will significantly increase the
frequency and severity of heat
waves, droughts, bush fires, hail-
storms, floods, maybe also tropical
and extratropical cyclones as well
as storm surges in many parts of the
world.”

The exposures causing the most
immediate concern to reinsurers are
windstorms in Europe and Japan,
as well as those along the southern
and eastern coasts of the United
States.

“In the long run, coastal areas
and big cities like Tokyo and New
Orleans are of concern. They are
only a few meters above sea level, or
even below, and close to the shore-
line. Severe storm events, in combi-
nation with storm surges, might
generate losses we never have seen
before,” said Swiss Re’s Mr. Lem-
cke.

“We take the risk of climate
change seriously,” he said, noting
that the Swiss reinsurer has a
“highly specialized unit of natural
scientists responsible for the design
and development of Swiss Re’s in-
ternal risk assessment tools looking
carefully at developments in this
field.”

Munich Re also is developing new
products to cope with the increas-
ing magnitude and frequency of
weather-related losses. As part of
that effort, the reinsurer is working
closely with risk modeling compa-
nies.

“In assessing natural hazards, we
work with public research institu-
tions and also with private compa-
nies which develop and market risk
models. In carrying risks, we make
use of the capital market to help us
cover peak exposures,” Munich Re
stated.

Weather-related losses also are
directly and indirectly influencing
underwriting.

“Whereas we used to provide un-
limited coverage under proportion-
al treaties, nowadays we insist on
limits or we exclude natural haz-
ards completely. We prefer to rein-
sure these perils on a nonpropor-
tional basis, covering either individ-
ual natural hazards or a combina-
tion of them,” Munich Re stated.
The reinsurer “began to develop
risk models of earthquake and
windstorm at an early stage, fol-
lowed more recently by models for
floods as well.”

These models allow underwriters
to better assess the exposure of their
portfolios, helping them to set
prices appropriately.

Drew Caldwell, senior vp of im-
pact forecasting at Aon Risk Con-
sultants in Chicago, also said that
modeling will become increasingly
important if climate change theo-
ries are borne out scientifically.

“If climate change does affect the
frequency and severity of hurri-
canes and other natural catastro-
phes, the underwriting process is
likely to grow more detailed and
specific, with increased reliance on
experienced underwriters support-
ed by more-sophisticated catastro-
phe modeling tools,” Mr. Caldwell
said.

“It is getting more important to
have reliable and complete expo-
sure data available,” said Swiss Re's
Mr. Lemcke. | 5]
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Markets in China and India seen as ripe for growth

By GAVIN SOUTER
and ROBERTO CENICEROS

ith their huge pop-
ulations, steady
economic
and many underin-
sured exposures,
China and India of-
fer plenty of opportunity, and in-
ternational reinsurers wait eager-
ly for those countries to open
their markets to foreign competi-
tors.

While international reinsurers
currently can offer some coverage
to insurers in both China and In-
dia, their activities have been
limited to a few contracts in
those tightly regulated markets.

But representatives of these
reinsurers say that will change
once the international reinsurers
obtain licenses to conduct busi-
ness within those countries. And
they are quick to point out that
the eventual development of al-
ternative markets in those coun-
tries—particularly in India—
could help risk managers there.

Still, reinsurer representatives
acknowledge that those develop-
ments may take some time. But
the size of the markets in China
and India—each country has
more than 1 billion inhabitants—
makes the potential for growth a
huge attraction.

growth -

“From a population perspec-
tive, they are the largest markets
in the world,” said Henry C.V.
Keeling, chief executive officer of
XL Re Ltd., the reinsurance unit
of Hamilton, Bermuda-based XL,
Capital Ltd.

“Any business strategy for Asia
that ignores China and India is
r.ot likely to be a complete strate-
gy,” Mr. Keeling said.

And both countries could bene-
fit from increased access to rein-
surance to spread the risks of

Mr. Keeling acknowledged that
restrictive regulations have, by
and large, prevented internation-
al reinsurers from participating
in the two markets in past
decades. But he noted that those
restrictions began to ease in the
late 1990s, and many internation-
al insurers now target both India
and China for expansion.

their massive infrastructure pro-
jects, he said.

China and India offer huge po-
tential, agreed Wolfgang Droste,
regional manager for Asia Pacific
at GeneralCologne Re in Hong
Kong. GaneralCologne Re is the
trade name for General Reinsur-
ance Corp. and Cologne Reinsur-
ance Co., which are units of

Berkshire Hathaway Inc.

China and India “are the most
populous nations, with consistent
economic growth, a lot of infras-
tructure development, lots of
wealth growth. They are underin-
sured and have insurance expo-
sures and cat exposures,” Mr.
Droste said.

China, in particular, is under-
going rapid industrial and com-
mercial development, Mr. Keel-
ing said. Along with that com-
mercial growth, it is also devel-
oping its insurance market, he
said.

Notably, the People’s Insurance
Co. of China, the state-owned in-
surer that dominates the market
in China, bought its first foreign
reinsurance coverage July 1.

The PICC’s catastrophe excess-
of-loss program covers mainly
earthquake and flood exposures
up to 6 billion renminbi ($724.8
million). The coverage was placed
by Guy Carpenter & Co. and
Willis Re. The leading reinsurers
on the program are Munich Rein-
surance Co., Swiss Reinsurance
Co., Partner Re Ltd., QBE Insur-
ance Group Ltd. and Lloyd’s of
London syndicates.

The PICC bought the coverage
as part of continuing governmen-
tal efforts to open the Chinese
market, said Maurice Williams,
regional director for Asia at

Willis Re, a unit of Willis Group
Ltd. in London.
“They are owned by the gov-

.ernment and have access to the

People’s Bank, so there is no
threat of insolvency. But if they
are going to open up the market,
they have to behave commercial-
ly to compete,” he said.

The reinsurance will allow the
PICC to manage its capital more
efficiently, Mr. Williams said. He
noted that other, smaller insurers
in China are also buying some
catastrophe reinsurance.

Still, Mr. Williams acknowl-
edged that the market has plenty
of room for development. Insur-
ers in China are required to cede
20% of their exposures to China
Re, the state-owned reinsurer.
China Re does not retrocede
those exposures.

“They don’t get the benefit of
internationalizing the risk. One
of the primary problems in China
is that capital is generally used
inefficiently. Insurers need to in-
crease their access to internation-
al reinsurers, so that the capital
required internally is reduced,”
Mr. Williams said.

The Chinese government recog-
nizes that problem, he said. As
part of its negotiations to join the
World Trade Organization, it has
agreed to phase out the compul-

See Growth on page 28
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Industry promoting background checks

new antifraud
movement empha-
sizing efficient, in-

By MEG FLETCHER
depth background
checks of agents

and insurance exec-

tives is drawing support from most
insurance regulators and industry
representatives.

For example, the Council of In-
surance Agents & Brokers is calling

for the creation of a uniform crimi-
nal history review—including
mandatory fingerprinting—as part
of the resident producer licensing
processes in all states.

Currently, fewer than 20 states re-
quire background checks on agent
applicants and fewer than 10 in-
clude fingerprints as part of that
process, the CIAB says. There also
are “significant inconsistencies”
among states that conduct such
background checks, according to

the Washington-based organiza-
tion.

State insurance regulators who
check the backgrounds of agent ap-
plicants—and who also may require

background checks of insurance ex-

ecutives when changes occur in their
companies—often may check only
limited, state-based databases, un-
less they find something suspicious.
In many states, they would have to
report such suspicious information
to state law enforcement officials

- f;:; ant to”wme ‘more commercnal rea]” _
Maybe you need a market that uﬂd(—fﬂ._g,__.(.ﬂ:_;.?.‘5 |

what moves real estate clients.

before they could extend their in-
quiry to include the Federal Bureau
of Investigation’s fingerprint
database, according to agent and
regulatory sources.

“In addition to the fingerprint re-
quirement, it is essential that states
devise a single standard for reviews
so that producers can rest assured li-
cense denial for criminal offenses
will be judged on the same standard
in all states,” said CIAB Board
Chairman Thomas Rodell. Mr.
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Rodell is managing director of Aon
Risk Consultants in Chicago.

The CIAB board’s new policy,
which was adopted in May, “was
designed to encourage the National
Assn. of Insurance Commissioners
tc achieve two goals—to increase
standards of professionalism in the
industry and to harmonize regula-
tion of the producer licensing pro-
cess,” according to a CIAB state-
ment.

In general, those goals have re-
ceived support among representa-
tives of major agent and insurer
trade organizations, as has the Fi-
narcial Services Antifraud Network
Azt of 2001. That federal bill, now
pending in Congress, would create a
corputerized network linking fi-
narcial services regulators’ existing
antifraud databases; it also recom-
mends oversight by a new antifraud
stbcommittee of the President’s
Werking Group on Financial Mar-
kets (BI, April 16).

The bill “is an important advance,
because it views financial services as
one industry,” according to a state-
ment by House Financial Services
Committee Chairman Michael G.
Ox.ey, R-Ohio, a former FBI agent.
“In the future, con artists will no
longer be able to exploit the gaps
tha: exist among the 50 states and
among banking, securities and in-
surance regulators,” Rep. Oxley
said.

With the federal Gramm-Leach-
Blilzy Act lowering barriers among
insurance, banking and securities
businesses, it becomes increasingly
easy for fraud artists who work in
one segment to move to another
and perpetrate fraud there, accord-
in3 to a spokesman for the Indepen-
dent Insurance Agents-of America
in Alexandria, Va.

Currently, Martin Frankel—
whom federal investigators have
ckarged with swindling hundreds of
mil’ions of dollars from insurers he
centrolled after he was banned
from the securities industry—is
w_dely regarded as “the poster boy™
for antifraud network legislation
that won the approval of the House
Financial Services Committee earlier
this summer (BI, July 2).

While the goals of the bill—H.R.
1408—have always been popular,
support for several of the measure’s
ind:vidual provisions has grown
onlv through negotiations.

For example, the Kansas City,
Mo.-based NAIC initially expressed
streng reservations about several
items, including limits on the access

See Fraud on page 26D
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of state regulators to FBI fingerprint
files.

But the NAIC is “fairly pleased”
with the latest version of the mea-
sure, except for a provision that
gives the General Accounting Office
blanket audit authority over state
insurance officials, programs and
activities, said Marty Nevrla, an
Arkansas insurance regulator who
chairs the NAIC’s Antifraud Task
Force on behalf of Commissioner
Mike Pickens.

The National Conference of State
Legislatures also opposes that GAO
provision, according to a resolution
it approved at a meeting in August.

From the point of view of the Na-
tional Assn. of Professional Insur-
ance Agents, “terrific progress has
been made,” said Pat Borowski, di-
vision vp of the Alexandria, Va.-
based trade association.

Ms. Borowski said the latest draft
of the bill includes essentially all of
the protections and requirements
jointly recommended in March by a
trio of agents groups—the PIA, the
ITAA and the National Assn. of In-

surance & Financial Advisors. She

said, for example, that the bill
would establish an acceptable bal-
ance, providing regulators with en-
hanced access to background infor-
marion while protecting individuals’
constitutional rights.

The Financial Services Coordinat-
ing Council, a coalition of five ma-
jor financial services trade associa-
tions, also praised the bill for its bal-
ance. The database information “is
comprised largely of final enforce-
ment actions and other antifraud in-
formation narrow enough in scope
to provide adequate privacy protec-
tion while enhancing the ability of
regulators to ferret out fraudulent

activity,” according to a coalition
statement. Members of the FSCC
include the American Bankers
Assn., the American Council of Life
Insurers, the American Insurance
Assn., the Investment Company In-
stitute and the Securities Industry
Assn.

Meanwhile, representatives of
two other insurer trade groups still
have some reservations.

The bill poses “a challenging
problem,” because of the number of
people and agencies involved and
the need to cooperate and coordi-
nate activities, said Ann Spragens,
senior vp and general counsel for

the Alliance of American Insurers in
Downers Grove, Ill. Ms. Spragens
also voiced concern that the pro-
posed plan may create liability
problems if the information avail-
able through the network proves to
be inaccurate.

Donald §. Cleasby, assistant gen-
eral counsel of the National Assn. of
Independent Insurers in Des Plaines,
Ill.,, said his organization is con-
cerned about several aspects of the
bill, including the lack of insurer ac-
cess to the information, lack of
NAIC accountability, and the possi-
bility that the bill may pre-empt
state confidentiality rules.
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Growing
complexity
of fraud
poses new
challenges

By CURTIS M. WONG

onvictions for in-

surance fraud more

than doubled from

1995 to 2000, but

the growing sophis-

tication of insur-
ance fraud rings may be frustrat-
ing state fraud bureaus’ efforts to
eradicate the problem, a recent
report says.

According to a study released in
July by the Coalition Against In-
surance Fraud, investigations
conducted by the fraud bureaus
of state insurance departments
led to 2,123 convictions in 2000,
up from 961 in 1995. The study,
which examined data from the
fraud bureaus of 41 states, also
found that two-thirds of the bu-
reaus had seen their budgets in-
crease over that period.

“I think that the results speak
for themselves in showing how
fraud bureaus are becoming more
sophisticated and serious when it
comes to controlling fraud activi-
ty,” said a spokesman for the
Washington-based CAIF. He ac-
knowledged, though, that it is

See Bureaus on page 26F
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not known whether the increase
in arrests indicates improved in-
vestigative efforts or a steady in-
crease in criminal activity.

“We still don’t know whether
the results are showing that fraud
is reducing or whether it’s just
more prevalent as a whole,” the
spokesman said. “We still need to
find out much fraud is lurking in
the shadows—that’s the un-
known factor.”

One big problem for investiga-
tors, particularly those at smaller
bureaus, is that insurance fraud
has become much more sophisti-
cated, the CAIF spokesman said.

“No longer do you have these
small, isolated cases of insurance
fraud,” he said. “It’s carefully
planned and organized, almost
like a corporation. These rings
have astute tactics for fooling in-
surance companies. They’re crime
entrepreneurs.”

While health care fraud contin-
ues to be the most prevalent type
of insurance fraud, the crime
rings tend to focus on the physi-
cal injury aspect of automobile
insurance fraud, the CAIF
spokesman said. Often, he said,
fraudulent auto injury claims in-
volve not only bogus injuries, but
also phony auto salesmen, vic-
tims and physicians.

“Although it might not seem
like much, automobile fraud can
be a really easy way for these
crime rings to scam insurance

companies,” he said. “There are
so many different loopholes
among the different laws, and the
rings know that and like to take
advantage of those openings. Fur-
thermore, many insurance com-
panies are overwhelmed with the
volume and complexity of these
fake claims, making them even
harder to combat.”

‘These (fraud) rings
have astute tactics
for fooling insurance
companies. They're
crime entrepreneurs.’
— Spokesman

Coalition Against
Insurance Fraud

Without adequate funding,
fraud bureaus will find it increas-
ingly difficult to fight the growth
of organized insurance scams, the
report states. Adequate staffing
may become a particular concern,
the spokesman noted.

More than half of all fraud bu-
reau staff members are employed
in just three states—New Jersey,
California and Florida—and
many other bureaus may find
themselves understaffed if they
face an increase in fraud acrivity,
the spokesman said. While the
New Jersey and California bu-
reaus each employ more than 200

staff members, many bureaus
tend to operate with about 30
full-time employees, he said. In
addition, some smaller bureaus
operate with as few as three staff
members, according rto the
spokesman.

“Despite all of the success,
many bureaus may be struggling
to stay ahead of the number of
cases,” he said. “Often, there’s a
backlog waiting to be investigat-
ed. In many ways, it’s a cliffhang-
er—they know that they have
cases, but they might not have
sufficient time and employees to
deal with them in a timely fash-
ion.”

Nevertheless, the spokesman
said that increased training, im-
proved technology, better coordi-
nation and experience—com-
bined with adequate funding—
should allow bureaus to increase
the number of criminal convic-
tions over the next five years.

“Really, you’re seeing the re-
sults of some solid investigative
work,” the spokesman said. “I
think these bureaus have success-
fully put the element of fear into
the minds and hearts of criminals
and would-be criminals. Obvi-
ously, there are still many scams
that are committed, but it’s no
longer the cakewalk that these
criminals have come to expect.
They’ll constantly be having to
look over their shoulders.”

The CAIF is an insurer-backed
organization that was formed in
1993. The text of the study is
available at the CAIF’s Web site,
www.insurancefraud.org.
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High-tech tools aid
fight against fraud

By MICHAEL PRINCE

n their ongoing fight against
fraud, health care insurers
are increasingly going high
tech.
In recent years, more
health insurers have turned
to software to help identify which
health care providers are submit-
ting suspicious bills. Using this soft-
ware, health plans can narrow the
field of providers to investigate,
concentrating their resources and
energies where they are most likely
to catch fraudulent providers.

While no one knows the exact
level of fraud that exists, estimates
put the amount at between 3% to
5% of the $1.2 trillion annual
health care tab in the United States,
said Bill Mahon, executive director
at the National Health Care Anti-
Fraud Assn. in Washington.

M:. Mahon said that although
individual patients often commit
fraud, the real problem stems from
providers or those pretending to be
providers. “If you really want to
make it big with health care fraud,
you have to be a provider,” he
said.

Statistics compiled by the Blue
Cross & Blue Shield Assn. in
Washington show that 45 Blues
plans in the United States had total
recoveries and savings of $119.5
million from their antifraud efforts
in 2000. The plans opened 11,291
cases of possible billing fraud and
referred 866 of them to law en-
forcement authorities, said David
Ignatius, national antifraud direc-
tor at the association in Washing-
ton.

The most-common type of fraud
involves billing for services that
were never provided, Mr. Mahon
said. Next common is “upcod-
ing”—when providers submir bills
for procedures that are more ex-
pensive than those that were actu-
ally performed.

More than 4 billion claims are
filed every year, Mr. Mahon said.
Even if just a tiny percentage of
those claims are fraudulent, he not-
ed, they can lead to the loss of lots
of money.

“Even a small minority has the
leverage to do tremendous damage
to the health care system,” Mr.
Mabhor said.

Only a computer can sift through
the mountain of data to fight
fraud, said Mary Anne Shoemake,
a senior manager with Ernst &
Young L.L.P. in Dallas. “It can’t be
done humanly. There is just too
much data to go through,” Ms.
Shoemake said.

Claims administrators process
hundreds of claims a day, “so they
don’t scrutinize every single bill as
they did years ago, when all the
claims were manual,” said Adria
Garneau, a senior consultant with
NiiS/Apex Group Holdings Inc. in

Saiem, Mass. “There is absolutely
no way that a human being can de-
tect the problems” of incorrect or
fraudulent billing, Ms. Garneau
said.

Sottware developers have created
a variety of systems to attack the
prcblem. While they differ in their
particulars, each is designed to
make passes through the piles of
data to identify those providers
tha: merit a second look by trained
investigators, Ms. Shoemake said.

“Any software that helps you
make more intelligent decisions is
worth its weight in gold,” Mr. Ma-
hon said.

One of the more-popular systems
is the Fraud and Abuse Manage-
ment System developed by Interna-
tional Business Machines Corp.

Available since 1996, more than
40 hnealth plans have purchased
FAMS, said Tom Schamber, solu-
tions executive at IBM in South-
bury, Conn. The system, he said, is
“designed to help improve the effi-
ciency of investigation and audit-
ing.”

In order to use the software, a
health plan must categorize the
varicus care providers according to
their soecialties, grouping together,
for exemple, all gynecologists or all
radiclogy labs. The plan then di-
vides those groups further, accord-
ing to geographic areas, Mr.
Schamber said.

For each resultant peer group,
the health plan creates a model de-
rived from that group’s billing
data. “he model is based on an
analysis of, typically, 30 to 3§
billing features chosen by the
health plan from a list of 1,452
provided by FAMS.

Examples of such billing features
are the average charge per patient
visit ard the average number of
bills submitted per office visit.
Some cf the features are general
and can be used for every type of
provicer, while others are tailored
to particular groups, Mr. Scham-
ber explained.

FAMS can analyze the billing
data in regard to one or more
billing features. It can create a re-
port that provides the group’s me-
dian figure for the selected feature
and rank group members accord-

See Billing on next page
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g to the degree to which they de-

iate from the median. For exam-
ple, a report on office visit costs

ill identify the median cost for a

isit and rank providers by the ex-
ent to which they are outlyers.

FAMS can also create an overall
report that analyzes the data in re-
gard to all the billing features that
apply to a given group. The system
then can assign each provider with
a “suspicion index score.” The
higher the score assigned, Mr.
Schamber said, the greater the like-
lihood that a provider has engaged
in some billing fraud.

“It doesn’t prove that fraud did
or did not take place,” he ex-
plained. Instead, the system directs
investigators—who might previ-
ously have spent their time en-
gaged in random audits—to the
most-fertile ground for probing, he
said.

The system costs up to
$500,000, but Mr. Schamber said
that many insurers report that it
pays for itself within a year of its
purchase.

One health insurer that has been
impressed with FAMS is Regence
Blue Cross & Blue Shield of Ore-
gon. Since it began installation of
the system earlier this year, the
health insurer has seen a big
change in its antifraud measures,
said John Taylor, manager of ex-
ternal audits and investigations for
Regence in Portland, Ore.

FAMS has made the health insur-
er more assertive in its fight against
fraud. Before adopting FAMS, Mr.
Taylor said, “we really didn’t have
a proactive way” to look at possi-
ble frand.

“Without some kind of data soft-
ware that you can integrate with
an existing data system and (that)
has the ability to look for trends,
the only way you can possibly fight
fraud is to rely on tips” from plan
members, he said.

Using FAMS, which is in the fi-
nal stages of installation, Regence
has initiated three investigations.
One case has been referred to fed-
eral authorities for a probe of pos-
sible Medicare fraud, while the
health plan has recouped $8,000
from the provider involved. In ad-
dition, thousands of dollars in bills
from that provider have been re-
jected, Mr. Taylor said.

Such developments have him pre-
dicting that FAMS will more than
pay for itself within two years.

Mr. Taylor praised the system
for its ability to spot potential
problems faster than did the old
method. “The more we use it, the
more excited we become,” he said.

Using their old computer system,
it took Regence weeks to run a se-

Business Insurance, September 3, 2001 / 266

Web hrings new avenues of fraud

Insurers, regulators exploring ways to prevent online scams

By ROBERTO CENICEROS

§ insurance pur-

chasing on the In-

ternet gains wider

acceptance, insur-

ers will need to ex-

pand their fraud
deterrence efforts to fend off crimi-
nals buying coverage online in an
attempt to file fake claims.

The fact that the Internet enables
applicants and claimants to bypass
agents or brokers in the insurance
sales process will create potential
fraud problems, fraud experts say.

To address this risk, some insur-
ers already are placing more of a
fraud-detection emphasis on the
“front end” in their underwriting
procedures.

That emphasis is a shift away

from the traditional insurer practice
of addressing fraud on the back
end, when it shows up in claims,
said Dennis Jay, executive director
of the Coalition Against Insurance
Fraud in Washington.

Insurers are taking such measures
to deter criminals who might rely
on the anonymity offered when
purchasing insurance over the In-

See Web on next page
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ries of reports to detect any unusu-
al billing patterns. With FAMS, the
same reports can be completed in
minutes, he said.

And Mr. Taylor noted that sav-
ing time affects the bottom line.
“Anything you can do proactively
saves you money,” he said. El

For a free broker information kit, call 1.800.336.5659 today or visit us at www.ccbsure.com.
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ternet. Once they have a policy ob-
tained with fraudulent facts, they
can then attempt to file bogus
claims, he explained

“Typically, there wasn’t a lot of
antifraud activity going on in un-
derwriting,” Mr. Dennis said. “It
was always ‘Bring the money in,
and then if they file claims, check
them out.” That is changing, and I
think that is a good trend. There is
a little more emphasis before the
policy is written and before the
claim has a chance of getting
filed.”

Other types of computer-based
insurance fraud also are expected
to grow, including the creation of
phony online insurance companies
to bilk unwary consumers.

Fraud experts view the Internet
as a natural tool for criminals to
try to tap insurer funds by simply
applying for coverage with false in-
formation.

One way is for fraud artists to
falsify first-party or third-party
claims, assuming that some insur-
ers might not call an adjuster to re-
view claims below a certain dollar
threshold.

Fraudsters can give their claims
the appearance of legitimacy by
obtaining copies of real police re-
ports on someone else’s loss to file
in support of their claim, said John
Eager, senior director of claims ser-
vices for the National Assn. of In-
dependent Insurers in Des Plaines,
Ill. They can then bend fabricated
details of their fake claims to
match the incidents contained in
the police reports, he said.

“It would be very easy for me to
say | was involved in an accident
(described in a police report) as a
policyholder and then add a third
party,” Mr. Eager said.

Without an agent or broker to
screen applicants, insurers that sell
coverage online are more likely to
end up with customers who have
unscrupulous motives, said John
D’Alusio, a senior vp for HNC
Software Inc. in Sarasota, Fla.
HNC creates software that ana-
lyzes claims to detect fraud.

“You look to your agent and
broker to at least give you some
idea of the veracity of the person
applying for insurance,” Mr.
D’Alusio said.

Even people who are not crimi-
nals might be tempted to file false
claims after purchasing insurance
over the Internet if they never meet

an agent, broker or other company
representative, said Mr. Jay of the
Coalition Against Insurance Fraud.

“It is easier to rip off someone
you don’t know than someone you
do know, as far as justifying it in
your mind,” he said.

Just how much fraud occurs with
online insurance sales is hard to de-
termine,

With so few policies sold so far
over the Internet, there is still little
data on the incidence of fraud, said
J. Joseph Cohen, director of the In-
surance Fraud Investigative Divi-
sion of the Kentucky Department
of Insurance. So far, there are also
very few prosecutions of people
committing those types of crimes,
he said.

“But it is just a matter of time,”
added Mr. Cohen, who is also
president of the International Assn.
of Insurance Fraud Agencies Inc. in
Kansas City, Mo.

A 2000 report on insurance
fraud prepared by Hartford,
Conn.-based Conning & Co.
found that it is difficult to deter-
mine just how much high-tech in-
surance crime occurs because there
is no organization that keeps accu-
rate statistics of this activity online,
There also are many disincentives
for organizations to report their

fraud losses, including publicizing
that their system can be exploited,
the report notes.

But expert fraud watchers can
provide anecdotes illustrating how
fraud artists perform their crimes.

“For example, we see cases
where someone goes online and
gets a policy and says they are from
Ohio,” Mr. Jay explained. “And
then three weeks later there is a
third-party, claim against this poli-
cy for an accident in Brooklyn,
N.Y., and the person who took out
the policy can’t be found. So the in-
surer is stuck for the claim. That
type of thing is really easy to do.”

Most online insurance fraud oc-
curs on the personal lines side, with
few fraud claims in the commercial
lines arena, the experts say. But
that could change in the future as
insurers seek to reduce expenses
through such methods as directly
depositing workers comp disability
checks into an injured worker’s
checking account, Mr. D’Alusio
said.

It now costs insurers about $18
to process and cut a single disabili-
ty check, he said. As more insurers
move to direct deposit, the more
likely that criminals will hack into
databases with that information
and then siphon off funds.

Meanwhile, criminals also are
setting up their own insurance
storefronts on the Internet to rob
consumers who think they are pur-
chasing coverage from a legitimate
insurer.

Once detected by authorities they
quickly shut down and later start
anew under a different name. They
can start a new Internet storefront
as fast as officials can shut them
down, Mr, Eager said.

Some criminal storefronts are set
up just to obtain consumer infor-
mation that allows them to file
fraudulent claims against legiti-
mate insurers.

Such storefronts can do so by
telling consumers they will provide
them with low-cost coverage. The
criminal storefronts tell the con-
sumer all that is needed is the con-
sumer’s current policy number,
current insurance effective dates
and other information, Mr. Eager
explained.

“You would think no one is go-
ing to buy that,” he said. “On the
other hand, they are not asking for
your Social Security number, they
are not asking for your banking ac-
count, they are not asking for your
credit card number. On the sur-
face, it doesn’t sound like a bad re-
quest.”

A/BT BRIEFS

Chubb hosts minority agents

WARREN, N.J.—Chubb Corp.
recently held a two-and-a-half-
day forum for minority-owned
agencies at its headquarters in
Warren, N.J. The event, which
attracted 20 producers from 10
states, focused on areas such as
product development, distribu-

tion, customer relations and busi-
ness planning,

In a statement, Elizabeth Mc-
Daid, Chubb’s agency training
manager, said that the forum
“provided an opportunity for

.Chubb and minority producers to

deepen their understanding of
ways to better partner. We all
gained valuable insight into cus-
tomer segments, marketing ap-
proaches and distribution chan-
nels.”

Need a purchasing
group formed?

fast & accurate setuyp
on a fixed quote basis

Don't staff for occasional needs...
OUTSOURCE IT!

» Preparation & submission of your
purchasing group forms
» No obligation, same day Qwik quote
» No project too large or small

Compliance
& Filing Solutions

Call 800-778-8100

Insurance sites lag: Survey

Despite an explosive growth in
traffic, many insurance industry
Web sites do not measure up to
the sites of other financial ser-
vices companies, according to a
new survey by the consulting firm
of Booz-Allen & Hamilton.

In 2000, the number of visitors
to insurance Web sites increased
by more than 1,000% over 1999,
the study found. Those sites still
do not atzract as many visitors as
do the sites of other financial in-
stitutions, though. In April 2000,
for example, the top 10 insurance
sites had a total of 5 million visi-
tors, compared with 18.2 million
visitors to the top 10 bank sites
and 11.5 million visitors to the
top 10 brokerage sites.

Booz-Allen reviewed more than
200 Web sites belonging to insur-
ers, banks, brokerages and online
intermediaries. It also analyzed
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data from Neilsen/NetRatings,
the Internet audience measure-
ment and analysis firm.

Agency systems integrated

TARRYTOWN, N.Y.—Risk
Management Technologies Inc.’s
Surety Bond Technician system
was recently integrated with
AMS Services Inc’s Sagitta
Browser agency management sys-
tem.

The integration will allow in-
formation to flow between the
two systems, eliminating the need
for agents to enter information
more than once per transaction.

In a statement, Anthony Mer-
caldi, the chief technical officer of
Tarrytown, N.Y.-based RMT,
said that RMT and Windsor,
Conn.-based AMS Services have
been working on the integration
for the past two years.

“We are very pleased to be able
to deliver a product that elimi-
nates the time-consuming dupli-
cate entry that agents currently
experience between their surety
and management systems,” Mr.
Mercaldi said.

Broker rep honored

DES MOINES, lowa—Patricia
Koonce, an associate at brokerage
Holmes Murphy & Associates,
was recently named the 2001
“Qutstanding CSR of the Year”
for the state of Nebraska, the Soci-
ety of Certified Insurance Repre-
sentatives and the Society of Certi-
fied Insurance Counselors an-
nounced.

The award, which began in
1991, recognizes the contributions
of customer service representatives
in the insurance industry.

“Outstanding CSR of the Year

state winners set the standard for
superior customer service within
the insurance community,” Mark
J- Rolland, president of the Society
of Certified Insurance Representa-
tives, said in a statement.

“Pat was chosen as a state win-
ner for exemplifying the character-
istics and qualifications required to
be eligible for the prestigious Na-
tional Outstanding CSR of the
Year Award,” Mr. Rolland said.

Ms. Koonce joined the Omaha,
Neb., office of Des Moines, lowa-
based Holmes Murphy & Associ-
ates in 2000.

lIAA staffing guidance

ALEXANDRIA, Va.—The Inde-
pendent Insurance Agents of Ameri-
ca Inc. recently unveiled the latest
installment of its Best Practices pro-
gram—"“Top Producers: Discover,
Train, Reward.”

The new IIAA Best Practices of-
fering provides agents with infor-
mation about finding, hiring, train-
ing and compensaring insurance
producers. The guide offers a com-
prehensive look at how successful
agencies select top producers, devel-
op career training paths, and effec-
tively manage and motivate their
staffs.

In a release, Madelyn H. Flanna-
gan, IIAA vp-education and re-
search, said: “Discovering new pro-
ducers always has been a major
concern for independent agencies.
But it’s no longer enough to focus
on hiring a new producer, or even
an experienced producer. Indepen-
dent agents must find top produc-
ers,” she said.

The 160-page guide is available
for $89.95 by calling 800-296-
0578 and selecting fax-on-demand
option 2105.
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sory cessions to the state-run
reinsurer. The Chinese govern-
ment has also indicated that it
would license some foreign rein-
surers.

Licensing would greatly help
foreign reinsurers, said Kevin
McDermott of American Re-In-
surance Co. in Princeton, N.J.
“You can go out and transact
business directly there. You can
issue contracts there and collect
money there,” he said.

One significant advantage of
having a license is the ability to
conduct business using local cur-
rency. At this point, reinsurers
typically insure risks in China
through offshore deals that rely
on foreign currency. Mr. McDer-
mott said those deals then must
be settled in U.S. dollars, a cum-
bersome process.

“Companies want to do busi-
ness with their neighbors that are
there, that have a stake in the
market, that have an interest in
the market, because they are in-
vesting their time and money to
have a branch there. So there is a
tremendous business perspective
for having (a branch) there,” Mr.
MeDermott said.

Despite the restrictions, inter-
national reinsurers do write some
proportional and nonproportion-
al treaties and facultative rein-
surance coverage for both state
and private industry in China,

said Mr. Droste of General
Cologne Re.

“Sometimes, foreign risks have
better access than state-owned
risks. But it is a small market,
and the number of risks is partic-
ularly small,” he said.

General Cologne Re has offices
in Shanghai and Beijing, but
their activities are limited, Mr.
Droste said.

“We, like other reinsurers, are
only licensed in China for repre-
sentative office licenses. That
limits our activity to meeting
with insurance companies or ar-
ranging training courses for the
staff of ceding companies,” he
said.

Like China, India has changed
its insurance regulations over the
past several years.

For more than 20 years, only
one reinsurance contract covered
the Indian market. That was the
treaty for the General Insurance
Corp., the state-owned insurer,
which had largely been placed in
the London market, explained
David Baldwin, a divisional di-
rector at Willis Re.

The GIC has four subsidiaries,
and they, until recently, were the
only insurers in the country. Re-
forms introduced over the past
three years, though, have brought
significant changes to the Indian
market.

As a result of the changes, the
GIC subsidiaries can purchase
their own reinsurance coverage,
and foreign insurers may own up
to 26% of the joint-venture insur-

ers they establish with Indian
partners. Several joint ventures
have been established this year;
foreign partners include Royal &
SunAlliance Insurance Group
P.L.C. and Tokio Marine & Fire
Insurance Co. Litd.

‘One of the primary
problems in China is
that capital is gener-
ally used inefficiently.
Insurers need to in-
crease their access to
international reinsur-
ers, so that the capital
required internally is
reduced.’

— Maurice Williams
Willis Re

While the reforms are welcome
and will bring increased opportu-
nities for reinsurers, restrictions
continue to hinder the establish-
ment of a truly open insurance
and reinsurance market in India,
said Willis’' Mr. Baldwin.

For example, he said, although
two of the GIC’s subsidiaries—
New India Assurance Co. Ltd.

and United India Insurance Co.
Ltd.—bought their own reinsur-
ance contracts on April 1, they
remain obliged to cede about
15% under the excess-of-loss
contract deal to the GIC.

Large portions of the new con-
tracts were placed in the London
market, but insurers in Hong
Kong and Singapore also took
sizable shares, Mr. Baldwin said.

And the 26% restriction on the
foreign ownership of joint ven-
tures also slows the development
of the market, said Davinder Raj-
pal, a member of the executive
team, division Asia, at Swiss
Reinsurance Co. in Zurich,
Switzerland.

Foreign insurance companies
that bring their expertise and
capital into the market want a
more significant ownership stake
in the joint ventures, Mr. Rajpal
said. Furthermore, he said, few
Indian companies can supply
their 74% share of the required
minimum capital of 1 billion ru-
pees ($21.2 million) for nonlife
insurers.

The Indian market needs addi-
tional reforms before it can reach
its full potential, said American
Re’s Mr. McDermott.

“It's been a difficult process.
Nonetheless, the market is now
open, and a few companies now
have operations there with their
partners,” he said. “It’s just (a
matter of) waiting to see how and
when and in what fashion this
business can work.”

Swiss Re’s Mr. Rajpal said the

Standard & Poor’s top 25 international reinsurer groups

Indian market holds significant
potential for reinsurers. The non-
life market in India now pro-
duces about $1.8 billion in premi-
ums, and that could grow to more
than $3 billion by 2005, he said.

The premiums will grow along
with  accelerated economic
growth and increased spending
on infrastructure projects in In-
dia, Mr. Rajpal said.

“If you are a serious interna-
tional reinsurer, you have to treat
India with respect,” Mr. McDer-
mott said. “It’s just too potential-
ly big to ignore. But it will be a
while before there are any real
profits out of that market.”

And Mr. McDermott noted
that, as reinsurers increase their
businesses in India, risk man-
agers could benefit.

“India once had a vibrant pri-
vate insurance market. ...So I feel
there will be more interaction
with risk managers and reinsur-
ers, because there is a history and
there are private insured compa-
nies looking for creative financ-
ing beyond just buying insurance.
So the alternative market will
open up there sooner than in Chi-
na,” he said.

Mr. McDermott predicted that
more sophisticated reinsurance
products could become popular
in India within five years.

“There is a risk management
profession among large Indian
conglomerates,” he said. “Risk
managers for those Indian con-
glomerates are interested in the
best way to finance risk.”

Ranked by net reinsurance premiums written ($U.S. in millions)

N.A.-Not available; N.M.-Not meaningful.

' Reported adjusted shareholders' funds include both primary and reinsurance operations. ? Standard & Poor's has estimated the 1999 and 2000 expense and |oss ratios. *
All figures (gxcept net reinsurance premiums written) include primary and reinsurance businesses.
Assicurazioni Generali Group (ltaly) failed to provide its figures. Therefore, it is not included in this year's top 25 groups.

Net reinsurance premiums written  Adjusted shareholders’ funds' Loss ratio Expense ratio Pre-tax operating income Return on revenue
o % o

Company 2000 1999  Change 2000 1999 Change 2000 1999 2000 1999 2000 1999 Change 2000 1999
1 Munich Re Group $15276.6 $13553.9 12.7% $19,437.0 $16,517.5 17.7% 85.0% 88.2% 30.3% 30.7% $5298  $375.C 41.3% 28% 2.2%
2 Swiss Re Group 14,4788 12,8532 126 14,1394 11,1238 271 880 850 290 31.0 -384.7 2177 -276.7 2.3 1.5
3 Berkshire Hathaway 8,574.7 9,452.5 93 40,1400  39,580.0 1.4 948 947 168 227 NA. 11778 N.A. NA. 134

Reinsurance Group?
4 Employers Reinsurance Group 7,9240 6,921.0 14.5 6,025.0 5,575.0 8.1 844 778 314 3441 -11.0 245C -1045 -0.1 29
5  Hannover Re Group 4,994.3 41719 197 1,481.5 1,240.8 194 858 T4 208 2438 116.4 113.1 29 24 24
6  Gerling Global Reinsurance Group 41170 39219 5.0 1,388.4 1,333.9 41 864 870 257 254 -43.6 -74.2 N.M. 1.0 -18
7 Lloyd's of London 3.952.9 3,807.8 3.8 8,268.4 ©,093.1 -91 NA.  NA NA.  NA N.A. N.A. N.A. N.A. N.A.
8  Allianz Reinsurance Group 37265 32959 131 53,4141 45376.3 17.7 76.0 744 329 330 185.7 2500 -257 46 6.8
9 SCOR 2,809.8 2,718 34 1,267.4 1,241.1 21 880 807 320 29.0 7.6 1285 -443 25 45
10  Zurich Re 2,485.0 1,878.0 323 1.541.6 1,503.8 25 831 826 226 219 428 2767  -845 16 127
11 Transatiantic Holdings Inc. 16586 14985 107 18564 16225 130 734 774 265 278 2349 153.3 53.2 12.6 89
12 AXA Reinsurance Group® 1,424.7 1,1376  25.2 1,628.2 1,268.0 284 802 93.0 375 280 -51.6 108 -577.6 -3.1 0.9
13 PartnerRe Ltd. 1,380.3 1,326.4 41 2,086.0 1,840.7 133 702 771 323 327 161.3 669 1413 10.2 41
14 St Paul Re 1,251.5 1,056.4 18.5 7,178.0 6,448.0 11.3 7.2 693 348 312 NA . NA N.A. N.A. N.A
15  Everest Re Group Ltd. 12189  1,0956 113 1,583.4 1,327.5 19.3 73 720 276 315 2309 213.3 8.2 156 161
16 XL Re Ltd. 1,022.2 §70.0 54 5573.7 55771 -0.1 743 656 359 360 213.5 N.A. N.A. 16.8 N.A.
17 Korean Re 9775 7555 294 3234 2621 234 764 752 214 234 34.0 344 -1.2 34 42
18 CNARe 9510 1,2750 -254 83870  8,679.0 -34 816 849 273 315 89.0 -28.0 N.M. 69 -21
19 Toa Reinsurance Co. Ltd. 9424 11,1018 -145 2,2040 29333 -249 694 748 N.A. 37.0 25.8 -22.4 N.M. 25 21
20 Hartford Re Group. 8259 703.0 175 56680 68978 -17.8 771 745 37 327 N.A. N.A. N.A. NA.  NA
21 Tokio Marine & Fire 705.3 8432 -16.4 20,4322 13,0619 564 603 621 36.0 364 4402 1,264.0° -65.2 31 T:1

Insurance Co. Ltd.?
22 OdysseyRe 701.3 5026 395 957.9 806.3 18.8 739 755 369 359 57.0 748 -238 1 1
23 AGE Tempest Re 699.1 145.7 3799 12818 11514 1.3 430 692 330 244 156.4 572 1734 236 284
24 CCR 694.9 7925 -123 11314 10180 111 756 987 125 225 178.6 -68.0 N.M. 227 -86
25  Sirius International Insurance Corp, 599.1 4357 375 849.7 8005 6.2 80.0 N.A. 230 NA 67.6 1250 459 91 218

Totals $83,392.1 $76,213.7 9.4% $208,243.7 $186,299.4  11.8% 84.7% 83.3% 27.4% 29.4%  $2,344.5 $4,500.9 -48.9% 25% 4.8%




© 2001 eneral tar Management Lompany

Is history repeating itself?
Time to call General Star.

/2 GENERAL
8y STA

Our specialty is your security
www.generalstar.com

Specialty underwriting through appointed surplus lines brokers. For a list of brokers in your areq,
call General Star Management Company, Stamford, CT (203) 328-5700, ext. 5985, or fax your request to: (203) 328-5840.

Atlanta * Chicage ¢ London * Los Angeles * New York * Stamford



30 / September 3, 2001, Business Insarance

BI’s annual directory of worldwide reinsurers

ACE Tempest Re
Wessex House, 45 Reid St., Third Floor,
Hamilton, HM 12 Bermuda;
441-292-2603; fax: 441-292-2395
www.ace.bm
2000 1999
Premiums written $699,129,000 $145,673,000
Premiums eamed $589,253,000 $140,094,000
Capital/surplus  $1,281,616,000 $1,151,406,000

Netincome  $120,422,000 $52.654,000
Losses $289,498,000 $96,935,000
Loss ratio 49.1% 69.2%
Expenses $195,910,000 $34,132,000
Expense ratio 3B.2% 24.4%
Combined ratio 82.4% 9B3.6%
Treaty 100% 100%
Foreign 100% 100%
Non-life 100% 100%

Founded: 1993.

Parent: ACE Ltd.

Employees: 60.

Lacations: 1 domestic, 2 foreign.

Specialfies: property catastrophe.

Officers: John Engestrom, CEQ; Chris McKe-
own, president; Sean Ringsted, COO.

Alea Group*

¢/0 Alea Group Holdings A.G.,

Lindenstrasse 16,

Basel, 6340 Switzerland;

41-41-767-0400; fax: 41-41-767-0467

www.aleagroup.com

2000 1939

Premiums written $331,185,000 $317,536,000
Premiums eamed $301,365,000 $295,108,000
Capital/surplus $214,666,000  $252 380,000
Netincome [$20,977,000] [$143,977,000]

Losses $206,943,000 $364,133,000
Loss ratio 68.7% 1234%
Expenses $120,357,000 $90,432,000
Expense ratio 39.9% 30.6%
Combined ratio 108.6% 154%
Treaty 96.5% NA
Facuftative 3.5% NA
Life % NA
Non-ife 9% NA

Founded: 1976.

Parent: Alea Group Holdings A.G.

Emplayees: 221.

Locations: 2 domestic, 14 foreign.

Spegcialties: atternative risk solutions, be-
spoke financial solutions.

Officers: Dennis Purkiss, chairman/CEQ;
Amanda Atkins, group CF0; Stewart Laderman,
group chief underwriting officer.

Contact: Michael H. Hayes, CEQ-Alea North
America; 203-843-6200.

*Formerly Rhine Re Group.

American Agricultural
Insurance Co.

225 Touhy Ave.,
Park Ridge, Ill. 60068;
847-685-8600; fax: 847-685-8965
www.aaic.fb.com
2000 1999
Premiums written $304,278,179 $223745,737
Premiums eamed $279,488,937 $201,392 948

Capital/surplus $293,934,977  $288 543192
Netincome  $22,303,575 $536,089
Losses $210,332,573  $188568.282
Loss ratio 75.3% B6%

Exchange rates
and conversions

All monetary figures appearing in
the directory are listed in U.S. dol-
lars, based on average exchange
rates supplied by the U.S. Federal
Reserve. The average exchange rates
used for specified fiscal year-ends
are:  Australian  dollar=$.624
(6/30/00), $.625 (6/30/99); British
pound=$1.516 (12/31/00), $1.618
(12/31/99); Canadian dollar=$.672
(12/31/00), $.675 (12/31/99); Danish
krone=§.124 (12/31/00), $.142
(12/31/99); euro=$.923 (12/31/00),

$1.065  (12/31/99);  German
mark=$.474  (12/31/00), $.542
(12/31/99);  Italian lira=$.0005
(12/31/00), $.0006 (12/31/99);
Japanese yen=$.008 (3/31/01),
$.009 (3/31/00); Swedish kro-
na=$.1084  (12/31/00), $.121
(12/31/99); Swiss franc=$.591

(12/31/00), $.662 (12/31/99).

Expenses 62 417,912 $45,488,817
Expense ratio 25% 22 6%
Combined ratio 97.7% 1162%
Treaty 99.8% B7%
Facultative 0.2% 0.3%
Domestic LW 95.6%
Foreign 7.8% 44%
Non-ife 100% 100%

Founded: 1948.

Emplayees: 79. )

Locations: 2 domestic.

Specialties: properly reinsurance.

Officers: Roy Robert Stallman Jr., president:
Richard D. Harris, secretaryAreasurer;
Virgil Applequist, executive vi/general manag-

er.
Cantact: Virgil Applequist, 847-685-8725;

David Grant, vp-reinsurance assumed, 614-
416-5005.

American Rednsurance Co.
555 College Road E.,

Princeton, N.J. 08543 ;
609-243-4200; fax: 609-243-4257
Www.amre.com
2000* 1999
Premiums written $3,165,478,948 $2,821,260,576
Premiums eamed $3,206,724,757 $2,848,826,265
Capital/surplus $2,165,369,287 $2,146,112,289

Netincome  [$96,687,835] £$1 82,327,073]
Losses $2,752,720,658  $2,456,942 744
Loss ratio 85.8% 86.2%
Bpenses $991,155,008 $819,144508
Bxpense ratio 30.9% 28.8%
Combined ratio 116.7% 115%
Treaty 69.6% 72.2%
Facultative 30.4% 27.8%
Domestic 81.7% 83.7%
Foreign 18.3% 16.3%
Non-life 100% 100%

*Results reported on a statutory basis.
Founded: 1917.

Parent: Munich Reinsurance Co.
Employees: 1,586.

Locations: 14 domestic, 16 foreign.

Officers: Edward J. Noonan, chairman/
president/CEO; Robert Kyle Burgess, execu-
tive vp/general counsel/secretary; George
Thgmas O'Shaugnessy Jr., executive vp/
CFO.

Contact: Tom Walker, senior vp; 609-243-
4679.

Information for American Re-Insurance Co.
is included in the consolidated Munich Re
Group listing.

Berkley Insurance Co.

100 Campus Drive,

Florham Park, N.J. 07932;
973-301-8000; fax: 973-301-8155
www.wiberkley.com

2000 1999
Premiums written $444,683,570 $399,372,212

Premiums eamed $438,973,418 $387,126,790

Capital/surplus $615,384,056  $250,674,391
Net income $19,142,602 $4,048,239
Losses $329,722 378 $291,124,091
Loss ratio 75.1% 75.2%
Expenses $146,573,263 $132,848,768
Expense ratio 3B.4% 34.3%
Combined ratio 108.5% 109.5%
Treaty 88% 90%
Facuitative 12% 10%
Domestic 99% 96%
Foreign 1% Yo
Non-life 100% 100%

Founded: 1975.

Parent: W.R. Berkley Corp.

Employees: 138.

Locations: 4 comestic.

Officers: Ed Norris, James McCleary, execu-
tive vps, Craig Johnson, executive vp/presi-
dent-Signet Star Re,

Contact: Craig Johnson.

Continued on next page
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Berkshire Hathaway
Reinsurance Group
100 First Stamford Place,
Stamford, Conn, 06902-6745;
203-363-5200; fax: 203-363-5221
www.berkshirehathaway.com
2000 1999
Premiums written $4,724,000,000 $2,410,000,000
Premiums eamed $4,705,000,000 $2,382,000,000

Losses $4,766,000,000 $2,573,000,000
Loss ratio 101.3% 108%
Expenses $114,000,000 $65,000,000
Expense ratio 2.4% 2.7%
Combined ratio 103.7% 110.7%
Non-life 100% 100%

Founded: 1969.

Parent: Berkshire Hathaway Inc.

Subsidiaries: National Liability & Fire Insur-
ance Co., Stamford, Conn.; Columbia Insur-
ance Co., Omaha, Neb., National Fire & Marine
Insurance Co., Omaha, Neb., National Indemni-
ty Co., Omaha, Neb., Wesco-Financial Insur-
ance Co., Omaha, Neb.

Employees: 16.

Locations: 1 domestic, 1 foreign.

Specialties: casualty and property excess of
loss, catastrophe, finite risk solutions, loss
portfolio transfers, prize indemnification, prop-
erty facultative reinsurance.

Officers: Ajit Jain, president; Scott Doerr, se-
nior vp; Brian Snover, vp.

Contact: Scott Doerr; 203-363-5207.

CCR

31 Rue de Courcelles,
Paris, 75008 France;
33-1-44-35-3100; fax: 33-1-44-35-3131
www.cer.fr
2000 1999
Premiums written $738,839,032 $840,623,670
Premiums eamed $566,948,135 $812,661,030

Capital/surplus $595,313,771  $631,844,265
Net income $67,714,972 $25,121,220
Losses $501,240,688  $721,900,665
Loss ratio 88.4% 88.8%
Expenses $92,136,629 $188,773,380
Expense ratio 16.3% 232%
Combined ratio 104.7% 112%
Treaty 96% 93%

Facultative &% %
Domestic 76% 72%
Fareign 24% 28%
Life 14% 26%
Non-life 86% 74%

Founded: 1946.

Employees: 189.

Officers: Thierry Masquelier, chairman/CEQ;
Jean-Paul Lasserre, René Vandamme, Jean-
Philippe Casanova, executive vps.

Contact: Pascale Jez, communications.

CNA Re

200 S. Wacker Drive,
Chicago, Ill. 60606;
800-200-1546; fax: 312-876-5429
WWWw.cnare.com
2000 1999
Premiums written $951,200,000 $1,274,800,000
Premiums eamed $1,088,600,000 $1,176,000,000

Netincome  $136,700,000 $8,500,000
Losses $888,100,000 $998,100,000
Loss ratio 81.6% 84.9%
Expenses $298,200,000  $370,900,000
Expense ratio 21.3% 31.5%
Combined ratio 108.9% 116.4%
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Treaty 93.6% 91%
Facultative 6.4% 9%
Domestic 64% 55%
Fareign 36% 45%
Non-ife 100% 100%

Founded; 1954.

Parent: CNA Financial Corp.

Subsidiaries: CNA Reinsurance Company
Ltd., London.

Employees: 360.

Locations: 7 domestic, 5 foreign.

Officers: William J. Adamson, CEQ; Debra
McClenahan, COQ.

Contact: Richard Mueller, senior vp/CFO.

Centre Solutions (Bermuda)
Ltd. & Subsidiaries

The Zurich Centre, 90 Pitts Bay Road,

Pembroke, HM 08 Bermuda;

441-295-8501; fax: 441-292-0951

www.centresolutions.com

2000 1999

Premiums written $560,807,000 $374,483,000
Premiums eamed $611,688,000 $301,342,000
Capital/surplus  $1,107,378,000 $1,063,305,000

Netincome  $31,494,000  $181.872,000

Losses $695,604,000 $321,827,000
Loss ratio 113.7% 106.8%
Expenses $152,957,000 $131,187,000
Expense ratio 25% 43.5%
Combined ratio 138.7% 150.3%
Life 1% 2%
Nan-life 99% 98%

Founded: 1988.

Parent: Zurich Financial Services Group.

Suhsidiaries: Centre Reinsurance Ltd., Cen-
tre Solutions (U.S.) Ltd., Bermuda; Centre So-
lutions (Asia) Ltd., Hong Kong; Centre Insur-

Continued on next page

Directory terms
explained

The directory of international
reinsurance companies lists orga-
nizations with worldwide net rein-
surance premiums in 2000 that ex-
ceed $100 million. The listings are
published free as an editorial ser-
vice.

All figures are reported in U.5.
dollars using average exchange
rates for each company's balance
sheet fiscal year; a list of the rates
used appears on page 30.

Each listing begins with the com-
pany's home office address, tele-
phone and fax numbers and World
Wide Web address. Financial infor-
mation is provided for 2000 and
1999 and is based on the compa-
ny's worldwide consolidated rein-
surance operations, unless other-
wise noted.

Net premiums written, net pre-
miums earned, total capital and
surplus, net income, loss and loss
adjustment expenses and under-
writing expenses are given. In ad-
dition, loss ratios, expense ratios
and combined ratios for 2000 and
1999 are listed. The loss ratio is
loss and loss adjustment expenses
divided by premiums earned. The
expense ratio is underwriting ex-
penses divided by premiums
earned, except where noted. Com-
bined ratio is the sum of the loss
and expense ratios.

The percentage of business writ-
ten on a treaty basis is provided,
along with the percentage written
on a facultative basis. In addition,
business is broken out by percent-
age written in domestic vs. foreign
markets and percentage written for
life vs. non-life lines.

The year founded, parent com-
pany and major reinsurance sub-
sidiaries are listed after the finan-
cial information. If a company did
not include results from sub-
sidiaries in its financial informa-
tion, a note to that effect follows
the list of subsidiaries. The number
of employees (in full-time equiva-
ient for year-end 2000) and the
number of domestic and foreign:
locations are also included. The
term domestic refers to the country
in which the company is based. A
list of the risks in which a company
specializes is provided under spe-
cialties. Names and titles of princi-
pal officers, as well as a contact
person complete the each listing.

Although Bl makes every effort to
publish complete and accurate in-
formation, we are not able to verify
all information provided.

If your company would like to be
listed in the 2002 directory, contact
Directory Editor Kevin Edison at
312-649-5279 or kedison@crain.
com to obtain a questionnaire.
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ance International Co., Centre Reinsurance In-
ternational Co., Ireland; Centre Insurance Co.,
Centre Life Insurance Co., ZC Specialty Insur-
ance Co., United States.

Employees: 350.

Locations: 3 domestic, 7 foreign.

Specialties: collateralized debt obligations,
emerging markets, health/life, project finance,
property/casualty reinsurance, real estate,
residual value insurance, structured asset fi-
nance.

Officers: Paul Hellmers, president/CEQ-
Bermuda; Tara Leonard; senior vp/chief ac-
counting officer.

Contact: Tom Dickson, CEO-Centre Group of
Cos., 212-898-5300; Bryan Bowers, chief un-
derwriting officer-Centre Group of Cos., 212-
898-5300.

Chubb Re
4 Essex Ave., Suite 300,
Bernardsville, N.J. 07924;
908-630-2700; fax: 908-630-2701

www.chubbre.com
2000 1999
Capital/surplus™ $3,394,916,701 $2972,312,219
Treaty 100% 100%
Domestic 53% 45%
Foreign 47% 55%
Non-life 100%

100%
*Capital and surplus figures are those of Federal In-
surance Co.

Founded: 1998.

Parent: Chubb Corp.

Employees: 23.

Lacations: 1 domestic.

Officers: John Berger, president/CEQ:
Wayne Paglieri, Brian B. Hegarty, managing di-
rectors.

Contact: Brian B. Hegarty; 908-630-2785;
brian.hegarty@chubbre.com.

Chubb Re is a management company writing
in behalf of Federal Insurance Co.

Cologne Re Group

Theodor-Heuss-Ring 11,

Cologne, 50668 Germany;

49-221-9738-0; fax: 49-221-9738-494

www.ger.com

2000 1999

Premiums written $3,608,930,000 $3,730,695,000
Premiums eamed $3,578,471,000 $3,635,910,000
Capital/surplus  $1,425,112,000 $1,414,320,000

Netincome  $167,986,000 $21,861,255
Losses $2,958,215,000  $3,021,405,000
Loss ratio 82.7% 83.1%
Expenses $926,602,000 $1,012,815,000
Expense ratio 25.9% 27.9%
Combined ratio 108.6% 1%
Treaty 96% 9%
Facultative 4% 3%
Domestic 20% 23%
Foreign 80% 1%
Life 52% 48%
Non-life 48% 52%
Founded: 1846.

Parent: Berkshire Hathaway Inc.

Subsidiaries: Cologne Reinsurance Co. of
America, Stamford, Conn., General & Cologne
Life Re of America, Stamford, Conn., Idealife
Insurance Co., Stamford, Conn.; General-
Cologne Re Riickversicherungs-A.G., Vienna,
Austria; General & Cologne Life Re Australasia
Ltd., Sydney, Australia; General & Cologne Life
Re (Barbados) Ltd., General & Cologne Re
(Barbados) Ltd., Bridgetown, Barbados; Gener-
al & Cologne Re (Bermuda) Ltd., Hamilton,
Bermuda; The Cologne Reinsurance Co. Ltd.,
General & Cologne Life Re U.K. Ltd, London;
Europa Riickversicherung A.G., Gothaer Riick-
versicherung A.G., Cologne, Germany; Cologne
Reinsurance Co. Ltd., Europe Re (Dublin) Ltd.,
Dublin, Ireland; The General & Cologne Re
Africa Ltd., Kapstadt, South Africa.

Employees: 1,332,

Locations: 3 domestic, 41 foreign.

Officers: Peter Litke-Bornefeld, chairman;
Hans-Peter Gerhardt, Rainer Isringhaus, Jiir-
gen Meisch, Franklin Montross |V, executive di-
rectors.

The Copenhagen
Reinsurance Co. Ltd.
7 Midtermolen,
Copenhagen, DK-2100 Denmark;
45-35-47-4545; fax: 45-35-47-7272
WWW.COpre.com

2000 1999
Premiums written $304,324,148 $294,142,066

Premiums eamed $291,061,852 $283,621,286
Capital/surplus  $215,058,408  $228,504,554
Netincome  [$9,280,780]  [$28,602,492]
Losses $225,144,816 $282,327,950
Loss ratio T1.8% 99.5%
Expenses $109,579,048 $100,515,268
Expense ratio 37.6% 35.4%
Combined ratio 115% 134.9%
Treaty 3% 72%
Facuftative 21% 28%
Domestic %% 8%
Fﬂl'eigl'l 91% 92%

Life % 2%
Non-life 97% 98%

Founded: 1915.

Parent: ALM Brand A/S.

Subsidiaries: The Copenhagen Reinsurance
Co. Ltd., UK. Branch, London.

Employees: 165.

Locations: 1 domestic, 7 foreign.

Specialties: engineering, financial institu-
tions/banks.

Officers: Jan Homnsberg, CEO; Henrik Hau-
gaard Jensen, general manager; Robert John-
ston, managing director.

Contact: Carsten Sonnichsen, area manager,;
carsten.sonnchsen@copre.com.

E+S Reinsurance (Ireland) Ltd.

2 Custom House Plaza, IFSC,

Dublin 1, Ireland;

353-1-612-5716; fax; 353-1-829-1400

www.hannover-re.com

2000 1999

Premiums written $164,645,663 $149,008,410
Premiums eamed $164,150,012 $147,247,965

Capital/surplus $132,947,997  $182,025,540
Net income $8,420,529 $16,822,740
Losses $208,010,.972  $151,543,110
Expenses $7,108,946 $9,052,500
Combined ratio 99.1% 97.5%
Treaty 100% 100%
Foreign 100% 100%
Non-life 100% 100%

Founded: 1992.

Parent: E+S Riickversicherungs-A.G.

Employees: 11.

Locations: 1 domestic.

Specialties: financial reinsurance.

Officers: Reinhard Elers, managing director;
Tom Doran, associate director-underwriting;
Piers Murphy, financial controller.

E+S Rueck

Karl-Wiechert-Allee 50,
Hannover, 30625 Germany;
49-511-5604-0; fax: 49-511-5604-1188
www.es-rueck.de
2000 1999
Premiums written $852,660,016 $770,684,055
Premiums eamed $834,907,034 $774,286,950

Capital/surplus  $420,854,772  $475,787,685
Net income $30,736,000 $10,437,000
Losses $599,281,748  $609,593.220
Loss ratio N.8% 78.7%
Expenses $302,851,068  $211,432320
Expense ratio 36.3% 27.3%
Combined ratio 108.1% 106%
Treaty 97% 97%
Facultative 3% 3%
Domestic 1% 70%
Foreign 39% 30%
Life 18% 15%
Non-life 85%

Founded: 1923.

Parent: Hannover Re.

Subsidiaries: Hannover Life Re of Australa-
sia Ltd., Sydney, Australia; E+S Reinsurance
(Irefand) Ltd., Dublin, Ireland.

Employees: 193,

Locations: 1 domestic, 2 foreign.

Specialties: aviation/marine, commercial lia-
bility, credit, financial reinsurance, life/health,
motor, special product partnerships in
life/health, surety/fidelity.

Officers: Wilhelm Zeller, chairman; Herbert
K. Haas, CFO; Wolf Becke, executive board
member-life/health.

Employers Reinsurance
Group

5200 Metcalf, P.0. Box 2991,

Overland Park, Kan. 66201;

913-676-5200; fax: 913-676-5380

WWW.Ercgroup.com

2000 1999

Premiums written* $8,342,000,000 $8,239,000,000
Premiums eamed $8,001,000,000 $6,896,000,000
Capital/surplus $6,025,000,000 $5,575,000,000

Netincome  $581,000,000 $720,000,000
Losses $6,727,000,000  $5,385,000,000
Loss ratio™* 83.7% 78.2%
Expenses  $2,442,000,000 $2,357,000,000
Expense ratio* * 30.9% 33.6%
Combined ratio**  114.6% 111.8%
Domestic 57.9% 58.6%
Foreign 42.1% 41.4%
Life 24.5% 23.7%
Non-life 75.5% 76.3%

*Net reinsurance premiums written reported on
statutory basis. **Non-life only.

Founded: 1914.

Parent: General Electric Co.

Subsidiaries: Core Insurance Group, Em-
ployers Reassurance Corp., Employers Rein-
surance Corp., ERC Life Reinsurance Corp., GE
Frankona Reassurance Ltd., GE Frankona Rein-
surance A/S, GE Frankona Reinsurance Ltd.,
GE Frankona Riickversicherungs-Aktien-
Gesellschaft, GE Reinsurance (Bermuda) Ltd.,
GE Reinsurance Corp., Industrial Risk Insurers,
Irish European Reinsurance Co. Ltd., Luxem-

bourg European Reinsurance S.A., Westport
Insurance Corp.

Employees: 3,892.

Locations: 19 domestic, 30 foreign.

Officers: Ronald R. Pressman, CEQ; Marc A.
Meiches, CFO; Nicholas J. Spaeth, senior
vp/glabal chief legal officer.

Contact: Dean Davison, public relations/

communications; dean.davison@ercgroup.
com.
Everest Re Group Ltd.

¢/0 ABG Financial &

Management Services Inc.,

Parker House, Wildey Business Park,

Wildey Road,

St. Michael, Barbados;

246-228-7398; fax: 908-604-3410

Www.everestregroup.com

2000 1999

Premiums written $1,218,906,000 $1,095,569,000
Premiums eamed $1,174,183,000 $1,071,451,000
Capital/surplus $1,583,352,000 $1,327,482,000

Netincome  $186,380,000  $158,061,000
Losses $884,616,000  $771570,000
Loss ratio 75.3% 72%
Expenses $324,080,000  $337,018,000
Expensa ratio 21.6% 31.5%
Combined ratio 102.9% 103.5%
Treaty 2% 92%
Facultative 8% 8%
Domestic 75.8% 72.6%
Foreign 24.2% 274%
Non-life 100% 100%
Founded: 1973.

Parent: Everest Re Group Ltd.
Subsidiaries: Everest Reinsurance Co.,

Everest Re (Bermuda), Ltd.

Employees: 417.

Locations: 5 domestic, 5 foreign.

Officers: Joseph V. Tararto, CEQ; Thomas J.
Gallagher, president/COO; Stephen L. Limauro,
executive vp/CFO.

310311!3;!: Stephen L. Limauro; 908-604-

50.

Folksamerica
Reinsurance Co.
1 Liberty Plaza,
New York, N.Y. 10006;
212-312-2500; fax: 212-385-2279
www.folksamerica.com
2000 1999

Premiums written $332,691,000 $214,552,000
Premiums eamed $312,482,000 $210,991,000

Capital/surplus $443,928,000  $338,472,000
Net income $704,000 $58,178,000
Losses $265,298,000  $166,050,000
Loss ratio 81.7% 78.7%
Expenses $121,765,000 $72,775,000
Expense ratio 39% 34.5%
Combined ratio 120.7% 113.2%
Treaty 91% 98%
Facultative %% 2%
Jomestic 82% 85%
Foreign 18% 15%
Non-life 100% 100%

Founded: 1979.

Parent: White Mountain 'nsurance Group
Lid.

Employees: 170.

Locations: 5 domestic, 1 foreign.

Officers: Steven E. Fass, president/CEQ;
Michael E. Tyburski, executive vp/CFQ; Robert
F. McGoldrick executive vp.

Contact: Ralph Salamone, vp/controller;
212-312-2553. :

GeneralCologne Re

695 E. Main St., Financial Centre,

Stamford, Conn. 06904-6423;

203-328-5601; fax; 203-328-2061

www.gcre.com

2000 1999

Premiums wrtten $8,816,000,000 $7,043,000,000
Premiums eamed $8,695,000,000 $6,905,000,000
Capital/surplus  $8,042,000,000 $7,710,000,000

Netincome  $417,000,000 $323,000,000
Losses $7,606,000,000 $6,022,000,000
Loss ratio 87.5% 87.2%
Expenses  $2,313,000,000 $2,068,000,000
Expense ratio 26.6% 299%
Combined rato 114.1% 117.1%
Domestic 55% 53%
Foreign 45% 47%
Life 26% 25%
Ncn-life 14% 75%

Founded: 1921.

Parent: Berkshire Hathaway Inc.

Subsidiaries: Cologne Reinsurance Co.,
Gzneral & Cologne Re Compania de Rease-
guros S.A., GeneralCologne Re Australia Ltd.,
GeneralCologne Re UK. Ltd., General Reinsur-
ance Corp., General Star Indemnity Co., Gener-
al Star National Insurance Co., Genesis Indem-
nitv Insurance Co., Genesis Insurance Co., Na-

tional Reinsurance Corp.

Employees: 3,543

Locations: 36 domestic, 40 foreign.

Officers: Ronald E. Ferguson, chairman/
president/CEQ; Joseph P. Brandon, Peter
Lutke-Bornefeld, Franklin Montross [V, Hans-
Peter Gerhardt, executive vps.

Assicurazioni Generali S.p.A.
Piazza Duca Degli, Abruzzi 2,
Trieste, 34132 Italy;
39-040-67-1111; fax: 39-040-67-1600
www.generali.com:

2000 1999
Premiums written $3,951,921,500 $4,073,047,800
Premiums eamed $4,020,397,500 $4,128,081,000

Capital/surplus $8,755,981,000 $8,307,196,200

Netincome $1,379,561,000  $950,815,800
Losses $2,669,086,000 $2,759,689,800
Loss ratio 66.4% 66.8%
Expenses  $1,048,476, $1,158,217 800
Expense ratio 26.1% 28.1%
Combined ratio 92.5% 94.9%
Treaty 96.3% 96.6%
Facultative 3.7% 3.4%
Domestic 15.5% 16.1%
Foreign 84.5% 83.9%
Life 51.7% 49.2%
Non-life 42.3% 50.8%
Founded: 1831.
Contact: Alessandro Moro.
Gerling Global
Reinsurance Group
Gereonshof,

Cologne, 50670 Germany;
49-221-144-1; fax: 49-221-144-4665
www.gerling.com
2000 1999
Premiums written $4,053,363,600 $4,160,684,138
Premiums eamed $3,987,951,600 $3,955,836,322
Capital/surplus $1,366,968,600 $1,408,278,600

Netincome  $92,572,200 $15,090,364
Losses $3,444,937,200 $3.442631,156
Loss ratio 86.4% 87%
Expenses  $1,024,171,800  $1,004,068,550
Expense ratio 25.7% 25.4%
Combined ratio 12.1% 1124%
Comestic 25.7% 28.3%
Foreign 14.3% 7%
Life 2% 19.5%
Non-life 78% 80.5%
Founded: 1954.

Parent: Gerling Versicherungs-Beteiligungs-
AG

Subsidiaries: Gerling Global Life Reinsur-
ance Co., Los Angeles; Constitution Holding
Inc., Dover, Del.; Gerling Global Holdings Inc.,
Wilmington, Del.; Constitution Insurance Co.,
New York; Gerling Global Financial Products
Inc., New York; Gerling Global Offices Inc.,,
New York; Gerling Global Reinsurance Corp. of
America, New York; Gerling Global U.S. Invest-
ment Inc., New York; Gerling Global Rease-
guros S.A., Buenos Aires, Argentina; Ver-
sicherungsgruppe Ausland, Austria; Sonstige
Gesellschaften, Vienna, Austria; Gerling Global
Group of Australia Pty. Ltd., Sydney, Australia;
Rex Insurance Ltd., Hamilton, Bahamas; Ger-
ling Global Life Reinsurance International Co.
Ltd., Gerling Global Life Reinsurance Co. Ltd.
Bridgetown, Barbados; Gerling Global Re do
Brasil S/C Ltda., Sao Paulo, Brazil; Gerling Con-
sulting Canada, Gerling Global Life Insurance
Co., Gerling Global Reinsurance Co., Global In-
vestment Corp. Ltd., Toronto; Gerling Global
Life Reassurance Co. (U.K.) Ltd., Gerling Global
General & Reinsurance Co. Ltd., Gerling Group
Financial Products Europe Ltd., Gerling Group
London Market Ltd., International Mining In-
dustry Underwriters Ltd., London; GERANTA
Vermogensanlagen GmbH, Cologne, Germany;
Gerling Global Reinsurance Co. Ltd., Dublin,
Ireland; Gerling Security Riickversicherungs
Gesellschaft S.A., Gerling Service Luxembourg
S.A,, Luxlife S.A., Luxembourg; Gerling Mexico
S.A., Mexico; Gerling Global Reaseguros S.A.,
Madrid, Spain; Gerling Global Reinsurance Co.
of South Africa Ltd., Johannesburg, South
Africa; Gerling Global Sweden Reinsurance Co.
Ltd., Stockholm, Sweden; Gerling Global Riick-
versicherung A.G., Gerling Security Corp. A.G,
Zug, Switzerland.

Employees: 1,078.

Locations: 1 domestic, 31 foreign.

Officers: Norbert Strohschen, chairman,
Klaus Bultmann, Uwe Eymer, Gerhard Niebuhr,
Volker D. Weisbrodt, executive board mem-
bers.

Contact: Thomas Tartaro, president-Gerling
Global Reinsurance Co. of America; 212-754-
7509; tartaro@ggrea.com.

HDI Reinsurance (Ireland) Ltd.
2 Custom House Plaza, IFSC,
Cublin 1, Ireland;
353-1-612-5717; fax: 353-1-829-1400
www.hdi.de
2000 1999
Premiums written $173,585,841 $214,200,255

Premiums eamed $177,465,210 $214 405800
Capitalsurplus $147,346,797  $193,942,890
Netincome  $26,455,026 $26,187,285
Losses $152,605,128 $171,716,340
Expenses $28,208,726 $39,410,325
Combined ratio 94.9% 96.1%
Treaty 100% 100%
Foreign 100% 100%
Non-life 100% 100%

Founded: 1992.

Parent: HDI Haftpflichtverband  der
Deutschen Industrie V.a.G.

Employees: 11.

Locations: 1 domestic,

Specialties: financial reinsurance.

Officers: Reinhard Elers, managing director;
Tom Doran, associate director-underwriting;
Piers Murphy, financial controller.

Hannover Re

Karl-Wiechert-Allee 50,

Hannover, 30625 Germany;

49-511-5604-0; fax: 49-511-5604-1188

www.hannover-re.com

2000 1939

Premiums written $2,544,406,410 $2,345,499,555
Premiums eamed $2,445,033,461 $2,360,602,320
Capital/surplus  $1,181,384,620 $1,281,153,465

Netincome  $64,702,300 $53,569,500
Losses $1,666,004,847  $1,749,134,700
Loss ratio 1% 741% 1
Expenses $818,582,856 $655,020,795
Expense ratio 33.5% 217%
Combined ratio 101.6% 101.8%
Treaty 96% 95%
Facultative 4% 5%
Domestic 18% 18%
Foreign 82% 82%
Life 23% 28%
Non-life % 72%

Founded: 1966.

Parent: HDI Haftpflichtverband der

Deutschen Industrie V.a.G.

Subsidiaries: Insurance Corp. of Hannover,
Los Angeles; Hannover Life Reassurance Co, of
America, Orlando, Fla.; Clarendon Insurance
Group, Inc., New York; Hannover Life Re of
Australasia Ltd., Sydney, Australia; Internation-
al Insurance Co. of Hannover Ltd., Virginia Wa-
ter, England; Hannover Life Reassurance (UK)
Ltd., Virginia Water, England; E+S Riickver-
sicherungs-AG, Hannover, Germany; Hannover
Reinsurance (Irefand) Ltd., Dublin, Ireland; E+S
Reinsurance (Ireland) Ltd., Dublin, Ireland;
Hannover Life Reassurance (Ireland) Ltd.,
Dublin, Ireland; Hannover Life Reassurance
Africa Ltd., Johannesburg, South Africa; Han-
nover Reinsurance Africa Ltd., Johannesburg,
South Africa; Hannover Re Sweden Insurance
Co. Ltd., Stockholm, Sweden.

Employees: 468.

Locations: 1 domestic, 19 foreign.

Specialties: alternative risk financing/securi-
tization, aviation/marine, credit business, finan-
cial reinsurance, life/health business, profes-
sional liability, program business, property su-
per cat XL layers, surety/fidelity, alternative risk
financing/securitization, aviation/marine, credit
business, financial reinsurance, life/nealth busi-
ness, professional liability, program business,
property super cat XL layers, surety/fidelity.

Officers: Wilhelm Zeller, Chairman; Herbert
K. Haas, CFO; Wolf Becke, executive board
member-life/health.

Contact: Denis Burk, vp-U.S. representative
office; 847-310-3852.

The results of the subsidiaries are not includ-
ed in the above mentioned Hannover Re fig-
ures, but they are consolidated in the Hannover
Re Group figures.

Hannover Re Group

Karl-Wiechert-Allee 50,

Hannover, 30625 Germany;

49-511-5604-0; fax: 49-511-5604-1188

www.hannover-re.com

2000 1999

Premiums written $4,895,572,617 $4,424,828,985
Premiums eamed $4,808,999,832 $4.451,644,620
Capital/surplus  $1,452,228,817 $1,316,052,450

Netincome  $336,784,240 $214,660,335
Losses $4,123,837,549  $3,165,828,585
Loss ratio 85.8% T.1%
Expenses  $1,082,416,868  $1,187,689,065
Expense ratio 22.5% 26.7%
Combined ratio 108.3% 97.8%
Treaty 96% 95%
Facultative 4% 5%
Domestic 20% 20%
Foreign 80% 80%
Life 3% 36%
Non-life 69% 64%

Parent: HDI Haftpflichtverband der

Deutschen Industrie V.a.G.

Subsidiaries: Insurance Corp. of Hannover,
Los Angeles; Hannover Life Reassurance Co. of
America, Orlando, Fla.; Clarendon Insurance
Group Inc., New York; Hannover Life Re of
Australasia Ltd., Sydney, Australia; Internation-
al Insurance Co. of Hannover Ltd., Virginia Wa-
ter, England; Hannover Life Reassurance (UK)
Ltd., Virginia Water, England; E+S Riickver-
sicherungs-A.G., Hannover, Germany; E+S

Continued on page 34
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You may not plan on
expanding there, but it’s
nice to know you could.

Global expansion means global risks. And a need for global
information. At Zurich North America, we go further to meet
your needs around the world. With local claims handling and
underwriting in over 60 countries. Internet access to information
such as worldwide claims data and customized loss reports. Plus, @
virtual risk engineering at the click of a mouse, allowing you to

view your total risk picture around the globe, right from your desk. Z U Rl C H
Which is why it makes sense to have Zurich North America in your

corner. In any corner of the world. Connecting here. To there. :
www.zurichna.com

1-800-382-2150

©32001 Zurich North America. Coverages undenwritten by member companies of Zurich North America, includ ng Zurich American Insurance Company. Certain coverages not available in all states. Certain coverages may
be written on a nonadmitted basis.
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Reinsurance (Ireland) Ltd., Dublin, Ireland:
Hannover Reinsurance (Ireland) Ltd., Dublin,
Ireland; Hannover Life Reassurance (Ireland)
Ltd., Dublin, Ireland; Hannover Life Reassur-
ance Africa Lid., Johannesburg, South Africa;
Hannover Reinsurance Africa Ltd., Johannes-
burg, South Africa; Hannover Re Sweden In-
surance Co. Ltd., Stockhalm, Sweden,

Employees: 1,528.

Locations: 1 domestic, 19 foreign.

Specialties: alternative risk financing/securi-
tization, aviation/marine, credit business, finan-
cial reinsurance, life/health business, profes-
sional liability, program business, property su-
per cat XL layers, surety/fidelity, alternative risk
financing/securitization, aviation/marine, credit
business, financial reinsurance, life/health busi-
ness, professional liability, program business,
property super cat XL layers, surety/fidelity.

Officers: Wilhelm Zeller, chairman; Herbert
K. Haas, CFO; Wolf Becke, executive board
member-life/health.

Contact: Denis Burk, vp-U.S. Representative
Office; 847-310-3852.

Hannover Reinsurance
(Ireland) Ltd.
2 Custom House Plaza, IFSC,
Dublin 1, Ireland;
353-1-612-5715; fax: 353-1-829-1400
WWw.hannover-re.com

2000 1999
Premiums written $677,237,739 $351,457,455
Premiums eamed $574,940,392 $345454,050
Capitalsurplus $166,163,075  $193,593,570
Net income $32,532,981 $42,622 365
Losses $681,039,242  $226,679,925
Expenses $37,531,026  $139.414,890
Combined ratio 95.8% 95.2%
Treaty 100% 100%
Foreign 100% 100%
Life 0.9% 2.2%
Non-life 99.1% 97.8%

Founded: 1992,

Parent: Hannover Riickversicherungs-A.G.

Employees: 11.

Locations: 1 domestic.

Officers: Reinhard Elers, managing director;
Tom Doran, associate director-underwriting;
Piers Murphy, financial controller.

HartRe Co. L.L.C.

55 Farmington Ave., Suite 800,
Hartford, Conn. 06105;
860-520-2700; fax: 860-520-2726
www.hartre.com
2000 1999
Premiums written $825,879,000 $702,961,000
Premiums eamed $809,276,000 $681,422,000

Losses $624,352,000 $507,416,000
Loss ratio 1.1% 74.5%
Expenses $262,118,000 $230,061,000
Expense ratio 32.4% 33.8%
Combined ratio 109.5% 108.3%
Treaty 98% 98%
Facultative 2% 2%
Domestic 83% 80%
Foreign 17% 20%
Non-life 100% 100%

Founded: 1982,

Parent: The Hartford Financial Services
Group Inc.

Employees: 215.

Locations: 5 domestic, 7 foreign.

Specialties: alternative risk transfer, profes-
sional liability.

Officers: John Sullivan, president/COO-
worldwide underwriting; William MacLachlan,
president/CO0-alternative risk; Ray Sprague,
executive vp.

Contact: Ray Sprague, 860-520-2860; Sue
Honeyman, 860-547-4976.

IPCRe Ltd.
American International Building, 29
Richmond Road,
Pembroke, HM 08 Bermuda;
441-298-5100; fax: 441-292-8085
www.ipcre.bm

2000 1999
Premiums written $93,757,000  $97,162,000
Premiums earned $86,961,000  $94,967,000
Capitalsurplus $561,370,000  $506,221,000
\et income $45,131,000 $3,892,000
_0SSES $53,661,000 $129,362,000
0SS ratio 61.7% 136.2%
“Xpenses $19,799,000 $22,390,000
—xpense ratio 22 8% 23.6%
sombined ratio 84.5% 159.8%
[reaty 100% 100%
-oreign 100% 100%
Non-life 100% 100%

Founded: 1993.

Parent: IPC Holdings Ltd.

Subsidiaries: IPCRe Europe Ltd., Dublin,
reland.

Employees: 13.

Locations: 2 foreign.

Specialties: property catastrophe reinsur-

ance, excess of loss basis.

Officers: J.C.H. Johnson, chairman; James
P. Bryce, president/CEQ; John R. Weale,
vp/CFO.

Korean Re
80 Chongno-Gu, Susong-Dong,
Seoul, 110-733 Korea;
82-2-3702-6000; fax: 82-2-3702-6401
www.koreanre.co.kr

2000 1999
Premiums written $901,800,000 $786,600,000
Premiums eamed $877,800,000 $771,000,000
Capital/surplus $267,200,000  $287,400,000
Net income $21,800,000 $24,900,000
Losses $654,000,000 $592,800,000
Loss ratio 74.5% 76.9%
Expenses $161,000,000 $156,900,000
Expense ratio 18.3% 20.3%
Combined ratio 92.8% 97.2%
Treaty 85.5% 85.2%
Facultative 14.5% 14.8%
Domestic 94.9% 95.1%

Foreign 5.1% 49%
Life 12.5% 15.1%
Non-life 87.5% 84.9%

Fiscal years ending 3/31/01 and 3/31/00.

Founded: 1963.

Subsidiaries: World Wide Insurance, Hong
Kong; Korean Insurance Cc. (U.K.), London;
Korean Re, Singapore.

Employees: 230.

Locations: 1 domestic, 6 foreign.

Officers: Jong-won Park, crairman/presi-
dent; Sung-mo Yang, vice chairman/executive
vp; Kyung-duk Min, managing director.

Contact: Yong-man Kim, manager-overseas
department; 82-2-3702-6285; ymkim@kore-
anre.co.kr.

LaSalle Re Ltd.

Continental Building, 25 Church St.,
Hamilton, HM 12 Bermuda;
441-292-3339; fax: 441-292-2656
www.lasallere.com
2000 1999*
Premiums written $98,532,000  $110,819,000

Premiums eamed $108,096,000 $126,615,000
Capital/surplus  $464,091,000  $361,960,000
Netincome  $24,104,000 [$5,679,000]
Losses $80,586,000 $131,147,000
Loss ratio 74.6% 103.6%
Expenses $13,342,000 $13,733,000
Expense ratio 12.3% 10.8%
Combined ratio 86.9% 114.4%
Treaty 100% 100%
Domestic 53.1% 53%
Foreign 46.9% 47%
Non-life 100% 100%
Fiscal years ending 12/31 and 12/31& 9/30.

*Results include fiscal year ending 9/30/99 and the
three months to 12/31/1999.

Founded: 1993.

Parent: Trenwick Group Ltd.

Subsidiaries: LaSalle Re Corporate Capital
Ltd., Hamilton, Bermuda.

Employees: 27.

Locations: 1 domestic

Specialties: property/catastrophe.

Officers: Guy D. Hengesbaugh, president/
CEQ; Clare E. Moran, CFO; Mark C. Stockton,
chief underwriting officer.

Contact: Greg Garside; ggarside@Iasre.com.

Lincoln Re

1 Reinsurance Place,

1700 Magnavox Way,

Fort Wayne, Ind. 46804;

219-455-2000; fax: 219-455-9032

www.lincolnre.com

2000 1999

Premiums written $1,383,500,000 $1,425,500,000
Premiums eamed $1,373,100,000 $1,435,400,000
Capital/surplus  $1,113,500,000 $1,101,800,000

Netincome  $122,300,000 $40,600,000
Loss ratio™ 97.8% 88.9%
Treaty 95.4% 93%
Facultative 4.6% 7%
Domestic 87.4% 86.9%
Foreign 12.6% 131%
Life 1% 52%
Non-life 2%% 48%

*Loss ratio is for individual life mortality.

Founded: 1912.

Parent: Lincoln National Corp.

Subsidiaries: Lincoln National Health & Ca-
sualty Co., Fort Wayne, Ind.; The Lincoln Na-
tional Life Insurance Co., Fort Wayne, Ind.; Lin-
coln National Reassurance Co., Fort Wayne,

Continued on next page
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Ind.; Lincoln National Reinsurance Co., Barba-
dos; Lincoln National Reinsurance Co., Bermu-
da; Old Fort Bermuda; Solutions Reinsurance
Ltd., Bermuda.
Employees: 911.
Locations: 14 domestic, 10 foreign.
Specialties: employer stop-loss reinsur-
ance, financial reinsurance, life reinsurance.
Officers: Lawrence Thomas Rowland, presi-
dent/CEQ; William King Tyler, senior vp/CFO.
Contact: James C. Weide, assistant vp-
strategic planning and knowledge manage-
ment; 219-455-3186.

Lloyd’s of London

1 Lime St.,

London, EC3M 7HA England;

44-207-327-1000; fax; 44-207-626-2389

www.lloydsofiondon.com

2000 1999
Premiums written $4,014,368,000 $3,812,008,000
Capital/surplus  $8,397,124,000 $9,101,250,000
Non-life 100% 100%
Founded: 1688.

Officers: Saxon Riley, chairman; Mick Prette-
john, CEO; John Coldman, deputy chairman.

Contact: Winifred A. Baker, president-
Lloyd's America Inc., 212-382-4090.

London Reinsurance Group

1 London Place, 255 Queens Ave.,
London, Ontario N6A 5R8 Canada;
519-435-7232; fax: 519-435-7230
www.lrg.com
2000 1999
Premiums written $1,888,320,000 $1,365,525,000
Premiums eamed $1,802,304,000 $1,297,350,000

Capital/surplus $509,376,000  $471,150,000

Net income $36,288,000 $47,925,000

Foreign 100% 100%

Life 52% 57%

Non-life 48% 43%
Founded: 1991.

Parent: Great-West Lifeco. Inc.

Subsidiaries: London Life Reinsurance Co.,
Blue Bell, Pa.; London Life & Casualty Reinsur-
ance Corp., St, Michael, Barbados; London Life
International Reinsurance Corp., St. Michael,
Barbados; London Life & General Reinsurance
Co. Ltd., Dublin, Ireland.

Employees: 152.

Locations: 1 domestic, 4 foreign.

Specialties: life, annuity, property/casualty.

Officers: R. Thomas M. Allan, chairman;
Gregory E. Morrison, president/CEQ.

Contact: Monica Hainer, president-London
Life Reinsurance Go.; 212-542-7200.

Manulife Reinsurance

200 Bloor St. E.,

Toronto, Ontario M4W 1E5 Canada;

416-926-3507; fax: 416-926-5793

www.manulife.com

2000 1999

Premiums written $516,006,000 $550,800,000
Premiums eamed $516,096,000 $550,800,000

Net income $72,576,000 $70,875,000

Domestic 6.6% 14.6%

Foreign 93.4% 85.4%

Life 66.7% 82.8%

Non-life 33.3% 17.2%
Founded: 1984.
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Parent: Manulife Financial Corp.

Subsidiaries: Manulife Reinsurance Corp.
(U.S.A.), Bloomfield Hills, Mich.; Manufacturers
P&C Ltd., St. Michael, Barbados; Manulife
Reinsurance Ltd., Hamilton, Bermuda.

Employees: 157.

Locations: 1 domestic, 2 foreign.

Specialties: accident/health, financial, life,
property/casualty, retrocession.

Officers: Steve Mannik, senior vp/general
manager.

SCOntant: Lynne Patterson, vp/CFO; 416-926-

3547.

Munich Re Group

Koniginstrasse 107,

Munich, 80802 Germany;
49-89-3891-0; fax: 49-89-399056
www.munichre.com

2000 1999
Premiums written $14,974,752,000 $14,375,370,000
Premiums eamed $14,746,771,000 $14,363 655,000
Capital/surplus $21,784,646,000  $19,653,510,000
Netincome $1,219,283,000 $1,164,045,000
Losses  $12,656,176,000 $12,751,245,000
Loss ratio 85.8% 88.8%

NOT SURPRISINGLY,

SO IS OUR STACK OF ENDORSEMENTS.

At PHCS, we set the highest possible quality standards for the credentialing and recredentialing of
our network providers. So it comes as no surprise that we’re the first — and only — national PPO

to have earned certification for our credentialing expertise from NCQA, one of the country’s most
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quality, and will allow you to choose PHCS with even greater
confidence. So call 1'—866{750—7427 or visit www.phcs.com today
and let us put the unrivaled quality of PHCS to work for you.

respected quality assurance organizations. This endorsement, along with our URAC accreditation

and NCQA certification for medical management, solidifies our already strong commitment to

PRIVATE
HEALTHCARE
SYSTEMS®

Expenses  $4,507,009,000 $4,424,010,000
Expense ratio 30.6% 30.7%
Combined ratio 116.4% 119.5%
Domestic 28.2% 32.7%
Foreign 1.8% 67.3%
Life 21.1% 206%
Non-life 78.9% 79.4%

Founded: 1880.

Subsidiaries: American Re-Insurance Co.,
Princeton, N.J.; Munich American Reassurance
Co., Atlanta; Miinchener Riick Italia, Milan,
Italy; New Reinsurance Co., Geneva.

Employees: 5,422.

Laocations: 1 domestic, 100 foreign®.

Officers: Hans-Jiirgen Schinzler, chairman.

Contaet: Edward J. Noonan, president/CEO-
American Re-Insurance Co.; 609-243-4500;
info@amre.com.

*Estimated.

OdysseyRe
140 Broadway, 39th Floor,
New York, N.Y. 10005;
212-978-4700; fax: 212-344-4229

www.odysseyre.com

2000 1999
Premiums written $701,334,000 $502,622,000
Premiums eamed $681,831,000 $508,408,000
Capital/surplus  $957,875,000  $806,336,000
Netincome  $54,791,000 $56,034,000
Losses $503.464,000  $383,883,000
Loss ratio 73.9% 75.5%
Expenses $251,824,000 $182,503,000
Expense ratio 36.9% 35.9%
Combined ratio 110.8% 111.4%
Trealy 93.2% 85.3%
Facultative 6.8% 14.7%
Domestic 71.9% 79.7%
Foreign 22.1% 20.3%
Non-life 100% 100%

Founded: 2001.

Parent: Fairfax Financial Holdings.

Subsidiaries: Hudson Insurance Co.;
(Odyssey America Reinsurance Corp.; Odyssey
Reinsurance Corp.

Employees: 361.

Lacations: 4 domestic, 9 foreign.

Officers: Andrew A. Barnard, president/CEC;
Michael G. Wacek, executive vp/president-
Americas Division; Roland W. Jackson, execu-
tive vp/CFO.

Contact: Mark Hinkley, executive vp; 203-
977-8018; mhinkley@odysseyre.com.

Overseas Partners Ltd.

Minttiower Place, 8 Par-la-Ville Road,

P.0. Box HM 1581,

Hamilton, HM 08 Bermuda;

441-295-0788; fax: 441-295-7140

WWw.overseaspartners.com

2000 1999

Premiums written $500,685,000 $819,683,000
Premiums eamed $586,016,000 $807,709,000
Capital/surplus $1,778,005,000 $2,547,383,000

Netincome [$557,916,0001  $232,795,000
Losses $055,286,000  $759,231,000
Loss ratio 163% 4%
Expenses $145,341,000 $120,256,000
Expense ratio 24.8% 14.9%
Combined ratio 187.8% 108.9%
Treaty 100% 100%
Domestic 100% 100%
Non-life 100% 100%

Founded: 1983.

Subsidiaries: Overseas Partners U.S. Rein-
surance Co., Philadelphia; Overseas Partners
Assurance Ltd., Bermuda; Overseas Partners
Catastrophe Ltd Bermuda; Overseas Partners
Re Ltd., Bermuda.

Emplnvees 100.

Locations: 1 domestic, 1 foreign.

Specialties: finite risk, property catastrophe,

Officers: Mary Hennessy, president/CEQ;
Mark Bridges, CFO; Jed Rhoads, chief under-
writing officer.

Contact: Michael Cascio, premdenb‘CEO
Qverseas Partners U.S. Reinsurance Co.; 215-
282-6074; michael.cascio@opusre.com.

PMA Capital Insurance Co.*

Mellon Bank Center, 1735 Market St.,
Philadelphia, Pa. 19103-7590;
215-665-5000; fax; 215-665-5009
WWW.pmare.com
2000 1999
Premiums written $244,535,000 $260,095,000
Premiums eamed $234,140,000 $221,482,000

Capital/surplus  $529,632,000 -  $287,635,000
Netincome $8,921,000 $34,412,000
Losses $209,835,000 $191,918,000
Loss ratio 89.6% 86.7%
Expenses $75,539,000 $82,713,000
Expense ratio 32.2% 37.3%
Combined ratio 121.8% 124%
Treaty 98% 97%

Continued on page 37



He's got D&O, E&O, K&R, and a whole bunch of GAPS.

It’s Chubb. Or it's Chance.

Introducing Chubb's comprehensive packages of executive protection policies designed specifically for
privately held companies to eliminate gaps. ForeFront Portfolio™™, available through Chubb agents. And
Power Source®¥, available exclusively through approved wholesalers. Not only do they offer the ease of
one-stop shopping; they provide seamless coverage you can customize to your client's
growing needs. And they're backed by a worldwide leader whose resources and claims-
excellence are second to none. If your cuszomers' insurance isn't delivering at this
level, prove yourself a trusted ally by pointing out the benefits of Chubb coverage. ASAP.

CHUBB SPECIALTY INSURANCE: EXECUTIVE PROTECTION « FINANCIAL INSTITUTIONS « HEALTH CARE CHUBE

Chubb refers to the insurers of the Chubb Group of Insurance Companies. Actual coverage is subject to the language of the policies as issued, Chubb, 82 Hopmeadow St, Simsbury, CT 06070-7683
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Facultative 2% 3%
Domestic 95% 100%
Foreign 5% 0%
Non-life 100% 100%

Founded: 1981.

Parent: PMA Capital Corp.

Employees: 150.

Locations: 1 domestic.

Specialties: facultative, finite risk and spe-
cialty reinsurance.

Officers: John W. Smithson, chairman/CEQ;
Stephen G. Tirney, president; Albert D. Ciavar-
delli, treasurer.

Contact: Anthony J. Grosso, senior vp; 215-
665-5105; agrosso@pmare.com.

* Formerly PMA Reinsurance Corp.

PXRE Group

99 Front St.,
Hamilton, HM12 Bermuda;
414-296-5858; fax: 441-296-6162
WWW.pxregroup.com
2000 1999
Premiums written $172,701,000 $138,845,000
Premiums eamed $160,206,000 $128,503,000

Capital/surplus  $378,840,000  $423,605,000
Netincome  [$10,800,000]  [$42,139,000]
Losses $137,765,000 $159,259,000
Loss ratio 86% 123.9%
Expenses $70,306,000 $57,754,000
Expense ratio 43.9% 44.9%
Combined ratio 129.9% 166.8%
Treaty 100% 100%
Domestic 25% 33%
Foreign 75% 67%
Non-life 100% 100%

Founded: 1982.

Parent: PXRE Group Ltd.

Subsidiaries: PXRE Reinsurance Co., Edi-
son, N.J.; PXRE Reinsurance Ltd., Hamilton,
Bermuda.

Employees: 83.

Locations: 2 domestic, 2 foreign.

Specialties: finite risk, marine/aerospace,
multi-line direct property/casualty, property
catastrophe.

Officers: Gerald L. Radke, chairman/presi-
dent/CEQ; James F. Dore, executive vp/CFO;
Gordon Forsyth |1l executive vp/chief under-
writing officer.

Contact: Gordon Forsyth 1ll; gordon_for-
syth@pxre.com.

PartnerRe Ltd.

Chesney House, 96 Pitts Bay Road,
Pembroke, HM 08 Bermuda;
441-292-0888; fax: 441-292-7010
www.partnerre.com

2 1999
Premiums written $1,380,400,000 $1,326,400,000
Pramiums eamed $1,314,400,000 $1,338,000,000
CepitaVsurplus $2,086,000,000 $1,840,700,000

Lesses $975,700,000  $1,130,100,000
Lcss ratio 74.2% 84.5%
Expenses $422.600,000 $411,700,000
Expense ratio 32.3% 30.8%
Combined ratio 106.5% 115.3%
Traaty 3% 94%

Facultative 1% 6%

Foreign 100% 100%

Life 13% 18%

Non-life 87% 82%
Founded: 1993.

Subsidiaries: PartnerRe U.S., Greenwich,
Conn.; PartnerRe Insurance Co. Ltd., Pem-
broke, Bermuda; PartnerRe S.A., Paris:

Employees: 612.

Locations: 1 domestic, 14 foreign.

Specialties: agriculture, aviation, catastro-
phe, credit, surety.

Officers: Patrick Thiele, president/CEQ; Al-
bert Benchimol, executive vp/CFO; Scott D.
Moore, Bruno Meyenhofer, Graham Dimmock.

Contact: Scott D. Moore, president/CEQ-
PartnerRe U.S.; 203-485-4200.

QBE Insurance Group Ltd.
(Reinsurance Division)
82 Pitt St
Sydney, New South Wales 2000 Australia;
61-2-9375-4444; fax: 61-2-9375-4884
www.gbe.com
2000 1999
Premiums written $1,000,147,200 $698,500,000

Premiums earned $896,625,600 $622,250,000
Capital/surplus $417,892,800  $363,062,500
Net income $41,870,400 $54,062,500
Losses $637,852,800  $433,750,000
Loss ratio MN1% 69.6%
Expenses $292,004,400 $203,812,500
Expense ratio 32.6% 32.7%
Cornbined ratio 103.7% 102.3%
Treaty 39.8% 61.7%
Facultative 60.2% 38.3%
Domestic 3.3% 5.5%
Foreign 96.7% 94.5%
Non-life 100% 100%
Fiscal years ending 6/00 and 6/99.

Founded: 1886.

Parent: QBE Insurance Group Ltd.

Subsidiaries: QBE Reinsurance Corp., New
York; QBE Reinsurance Asia Pacific, Sydney,
Australia and Singapore; QBE International In-
surance Ltd., London; QBE Corporate Ltd.,
London; QBE Reinsurance (UK) Ltd., London);
QBE Reinsurance (Europe) Ltd., Dublin, Ire-
land.

Employees: 2,695.

Locations: 1 domestic, 22 foreign.

Officers: Frank O’'Halioran, managing direc-
tor/CEQ; Neil Drabsch, CFO; Gayle Tollifson,
group general manager corporate.

Contact: Chris Fish, CFO-QBE Reinsurance
Corp.; cfish@sydneyre.com.

The Business Insurance listing of the
world’s largest reinsurers
is on page 10.
Standard & Poor’s listing of the top 25
international reinsurers is on page 28.

Reinsurance Group of
America Inc.

1370 Timberlake Manor Parkway,
Chesterfield, Mo. 63017-6039;
636-736-7309; fax: 636-736-7709
WWW.rgare.com
2000 1999
Premiums written $1,404,100,000 $1,315,600,000
Premiums eamed $1,404,100,000 $1,315,600,000

Capital/surplus $862,900,000  $732,900,000
Netincome  $105,800,000 $53,000,000
Losses $1,103,600,000  $1,067,100,000
Loss ratio 78.6% 81.1%
Expenses $243,500,000 $218,300,000
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Expense ratio 17.3% 16.6%
Combined ratio 95.9% 977%
Treaty 5% 75%
Facultative 25% 25%
Domestic 74% 72.2%
Foreign 26% 27.8%
Life 100% 100%

Founded: 1973.

Parent: Metropolitan Life Insurance Co.

Subsidiaries: RGA Reinsurance Co.,
Chesterfield, Mo.; RGA Reinsurance Co. of
Australia, Sydney, Australia; RGA Life

Reinsurance Co. of Canada, Toronto.

Employees: 551.

Locations: 1 domestic, 13 foreign.

Specialties: life reinsurance; financial rein-

surance, including annuities.

Officers: A. Greig Woodring, president/CEQ;
David B. Atkinson, executive vp/COO; Jack B.
Lay, executive vp/GFO.

RenaissanceRe Holdings Lid.

Renaissance House, 8-12 E. Broadway,

Hamilton, HM 19 Bermuda;

441-295-4513; fax: 441-296-5037

www.renre.com

2000 1999

Premiums written $293,303,000 $213,513,000
Premiums eamned $267,681,000 $221,117,000
Capital/surplus $700,818,000  $600,329,000

Continued on page 39

“Someday there will be
one in every city!”

An anonymous observer to Alexander Graham Bell
after a demonstration of the telephone

Predicting the future is easy. Getting it right is what’s hard.
We can help. www.odysseyre.com

OdysseyRe’

Safe Journey

When it comes to Insurance and Reinsurance, we know your business.

Contact: Alan ]. Levin (Chair) 860-541-7747 (alevin@ealaw.com), Nick Pearson 212-756-0275 (npearson@ealaw.com) or Vince Vitkowsky 212-756-0238 (vvitkowsky@calaw.com)

At Edwards & Angell we focus on the details without losing sight of the bigger picture.
It’s really a matter of your perspective. Ours is keeping our clients’ goals clearly in view.

EDWARDS & ANGELL, LLP

€O UNSEILILO®R S

AT LAW

HARTFORD

NEW YORK

BOSTON

WEST PALM BEACH

PROVIDENCE

SHORT HILLS




Sometimes rew
centuries don’t require

new solutions. While

technologies may change, a
company’s pkilosophy of doing business

can remain the same . . . if the cornerstone of their
enterprise involves unsurpassed communication

and responsiveness to customer needs.

From one cenrury to the next, Old Republic has
listened carefully, responding with custom
alternative risk-financing programs that are
innovative in nature, focused on achieving clients’

risk-management goals and responsive to their

Madalal;

| *
L&' OLD REPWBLIC

M\** **

specific needs. In

designing a solution

for you, the process
starts by listening to and
analyzing your needs. We will then

either create a new product or modify an

existing one, ensuring your long-term success.

It’s part of an ongoing commitment to ofzer
superior service and attentiveness that can only be
provided by a company with our depth of expertise
and knowledge in the alternative risk markat. To

learn how that experience can work for you, see us

ar www.orrm.com or call (262) 797-3400.

Risk Management, Inc.

Specialists in the alternative risk market.
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Netincome  $127,228,000 $104,241,000
Losses $108,604,000 $77,141,000
Loss ratio 40.6% 34.9%
Expenses $76.,484,000 $62,268,000
Expense ratio 28.5% 28.1%
Combined ratio 69,1% 63%
Treaty 100% 100%
Foreign 100% 100%
Non-life 100% 100%

Founded: 1993.

Subsidiaries: Renaissance Reinsurance
Ltd., Hamilton, Bermuda.

Employees: 100.

Locations: 1 domestic, 3 foreign.

Specialties: catastrophe excess of loss,
property excess of loss, retrocessions, ma-
rine/aviation.

Officers: James N. Stanard, president/CEQ;
William . Riker, executive vp/COO; David A. Ek-
lund, executive vp/chief underwriting officer;
John M. Lummis, senior vp/CFO.

Contact; John M. Lummis.

St. Paul Re
195 Broadway,
New York, N.Y. 10007-3181;
212-238-9200; fax: 212-238-9493
www.stpaulre.com
2000 1999

Premiurms written $1,251,493,000 $1,056,477,000
Premiums eamed $1,270,124,000 $1,009,536,000

Losses $1,006,182,000 $695,879,000
Loss ratio 19.2% 68.9%
Expenses $435,689,000 $329,446,000
Expense ratio 34.3% 326%
Combined ratio 113.5% 101.5%
Treaty 99% 95%
Facultative 1% 5%
Domestic 65% 65%
Foreign 35% 35%
Non-life 100% 100%

Founded: 1983.

Parent: The St. Paul Cos. Inc.

Subsidiaries: Discover Re, Farmington,
Conn.; St. Paul Reinsurance Co. Lid., London.

Employees: 557.

Locations: 4 domestic, 7 foreign.

Specialties: financial reinsurance, marine,
property/casualty, specialty lines.

Officers: James F. Duffy, chairman/CEQ;
Michael Schell, president/CO0; David Grefe, ex-
ecutive vp/chief administrative officer.

Contact: Peter Aubrey-Smith, executive vp-
business development; 212-238-9275.

SCOR

1 Ave. du General Charles de Gaulle,

Paris la Defense, 92074 France;

33-1-46-98-7000; fax: 33-1-47-67-0409

WWW.SCOr.com

2000 1999

Premiums written $2,754,232,000 $2,882,855,000
Premiums eamed $2,569,632,000 $2,777,520,000
Capital/surplus $1,255,280,000 $1,333,380,000

Netincome  $103,376,000 $106,500,000
Losses . $2,313,038,000 $2,232,240,000
Loss ratio 90% 80.3%
Expenses $812,240,000 $825,375,000
Expense rafio 6% 29.7%
Combined ratio 121.6% 110%
Treaty 61% 72%
Facultative 39% 28%
Domestic 14% 14%
Foreign 86% 86%
Life 18% 19%
Non-life 81%

82%

Subsidiaries: SCOR U.S. Cor., New York;
SCOR Life U.S., Dallas; SCOR Canada, Canada;
SCOR France ; SCOR Deutschland, Germany;
SCOR Re Asia, Hong Kong; SCOR ltalia, Italy;
SCOR Asia Pacific, Singapore; SCOR UK.,
United Kingdom.

Employees: 1,196.

Locations: 1 domestic, 30 foreign.

Specialties: alternative risk transfer, credit,
large corporate accounts, politica’ risks, surety.

Officers: Jacques Blondeau, chairman/CEQ;

Serge Osouf, president/COO; Pierre-Denis
Champvillard, group executive vp.

Contact: SCOR U.S. Corp.; 2 World Trade
Center, 23rd Floor, New York; 212-390-5200;
us@scor.com.

Sirius International
Insurance Corp.
Birger Jarlsgatan 57 B,
Stockholm, SE-113 96 Sweden;
46-8-458-5500; fax: 46-8-458-5599

WwWW.Siriusinsurance.com

. 2000 1999
Premiums written $611,500,877 $449,498,665
Premiums earned $598,598,133 $416,871,257
Capital/surplus $867,265,690  $825,907,522
Net income $56,569,407 $94,494 587
Losses $519,711,768 $228,743 845
Loss ratio 86.8% 54.9%
Expenses $117,717,088 $205,298,038
Expense ratio 19.7% 49.2%
Combined ratio 106.5% 104.1%
Life 3.6% NA
Non-life 96.4% NA

Founded: 1945.

Subsidiaries: Scandinavian Re, Bermuda.

Employees: 201.

Locations: 1 domestic, 6 foreign.

Officers: Goran Thorstensson, president;
Lars Ek, executive vp/CFO; Lars Olofsson, se-
nior vp/chief investment officer.

Swiss Re Germany A.G.*

Sederanger 4-6,

Munich, 80538 Germany;

49-89-3844-0; fax; 49-89-3844-2279

www,bavarian-re.com; Www.swissre.com

2000 1999

Premiums written $1,221,959,700 $1,281,024,277
Premiums eamed $1,179,040,280 $1,272,336,639
Capital/surplus $213,582,200 3934

Netincome  $53,995,500 $27,659,573
Losses $927,153,500  $1,045,011,450
Loss ratio 78.6% 821%
Expenses $357,4717, $376,160,721
Expense ratio 30.3% 296%
Combined ratio 108.9% 11.7%

Treaty 90.2% 90.8%
Facultative 9.8% 9.2%
Domestic 48.3% 50.7%
Foreign 51.7% 49.3%
Life 10.7% 11.2%
Non-life 89.3% 88.8%

Founded: 1911.

Parent: Swiss Re Group.

Subsidiaries: Bavarian Re Ireland, Dublin,
Ireland; Bayerisch Ruck Norge, Oslo, Norway.

Officers: Stefan Lippe, Anton Wittl, Ludger
Arnoldussen.

*Formerly Bavarian Re., Bavarian Re was in-
;egorared into the Swiss Re Group as of July

P

Information for Swiss Re Germany A.G. is in-
cluded in the consolidated Swiss Re Group list-
ing.
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Swiss Re Group

Mythenquai 50/60, P.0. Box CH-8022,
Ziirich, 8022 Switzerland;
41-1-285-2481; fax: 41-1-285-2038
WWW.SWISSIe.com
2000 1999
Premiums witten $13,790,384,000 $12,415,810,000
Premiums eamed $13,049,871,000 $11,949,762,000
Capitalsurplus $13,467,117,000  $16,438,784,000
Netincome $1,752,806,000 $1,619,252,000
Losses  $11,601,921,000 $10,282,846,000
Loss ratio * 88% A
Expenses  $4,702,587,000  $4,473,796,000
25%

Expense ratio” 32%
Combined ratio * M7% 122%
Domestic 6% 39%
Foreign 94% 96.1%

Life 35.7% 39%
Non-life 64.3% 61%
*Ratios are for non-life only.

Founded: 1863.

Subsidiaries: Swiss Re Australia Ltd., Swiss
Re Life & Health Australia Ltd., Australia; Euro-
pean International Reinsurance Co. Ltd., Barba-
dos: Swiss Re Life & Health, Canada, Swiss
Reinsurance Co. Canada, Canada; Bavarian
Reinsurance Co. Ltd., Germany; Bavarian Rein-
surance Ireland Ltd., Ireland; Swiss Re Italia
S.p.A., Italy; Swiss Re Mexico S.A., Mexico;
Holland Re Holding B.V., NCM Holding N.V.,
Netherlands; Swiss Re Life & Health Southern
Africa Ltd., Swiss Re Southern Africa Ltd.,
South Africa; European Reinsurance Co, of

Continued on next page

“|t doesn't matter what he does,
he will never amount to anything.”

Albert Einstein's teacher, 1895

Predicting the future is easy. Getting it right is what’s hard.
We can help. www.odysseyre.com

OdysseyRe’

Safe Journey

e,

OFF THE SHELF
SOLUTIONS?

When ordinary insurance and reinsurance solutions fail to meet your
challenges, get in touch with the most talented experts in the business.
Insurers based in Bermuda enjoy a pro-business regulatory environment,
and pass that benefit on to their clients. The Bermuda market is deep,
broad based and experienced, fostering an environment which encourages
creativity. This is well demonstrated by our innovations in the area of Finite
reinsurance. Our underwrite:s create (tax efficient) structures that enable
sharing both investment returns on premiums, and good underwriting
experience, with their clients.

Bermuda. The world’s insurance laboratory.

www.bermuda-insurance.org  Tel: (441) 292-9829
E-mail; feedback@bermuda-insurance.org

Bermuda

BTN By siness
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Zurich, Switzerland; SR International Business
Insurance Co. Ltd., Swiss Re Life & Health Ltd.,
Swiss Reinsurance Co. UK. Ltd., United King-
dom; Life Re Corp., North American Specialty
Insurance Co.; Swiss Re America Holding
Corp., Swiss Reinsurance America Corp., Un-
derwriters Re, United States.

Employees: 9,585.

Officers: Walter B. Kielholz, CEO; Rudolf
Eﬁl{l)enherger. deputy CEO; John H. Fitzpatrick,

Contact: Andreas Beerli, CEO-Swiss Re
America Corp.; andreas_beerli@swissre.com.

The Toa Reinsurance Co. Ltd.
6 Kanda-Surugadai 3 chome, Chiyoda-ku,
Tokyo, 101-8703 Japan;
81-3-3253-3171; fax: 81-3-3253-1208
www.toare.co.jp

2000 1999

Premiums written $952,400,000 $1,046,214,000
Capital/surplus  $359,832,000  $431,766,000
Net income $37,064,000 $29,052,000
Losses $654,400,000 $782,001,000
Loss ratio 68.7% 74.7%
Domestic 69.3% 75.4%
Foreign 30.7% 24.6%
Life 8% 9.4%
Non-life 92% 90.6%
*Fiscal years ending 3/31/01 and 3/31/00. Ratios
calculated using premiums written, premiums
eamed figures are not available.

Founded: 1940.

Subsidiaries: The Toa Reinsurance Co. of
America, Morristown, N.J.

Employees: 346.

Locations: 1 domestic, 6 foreign.

Officers: Shinya Yoshikoshi, president/chief
executive; Yoshio Shimizu, Shinya Shimohira,
senior managing directors.

Business lnsuram'e®

REPRINT SERVICES

BI's Reprint Department can
provide reprints, in quantities of
100 or more, of any article ap-
pearing in the weekly news-
magazine. Legal permission,
complying with U.S. copyright
laws, also can be provided to
companies wishing to reprint on
their own, material appearing in
the newsmagazine. For infor-
mation, call or fax:

312/ 649-5319

Fax: 312/280-3174

ARTICLE FAX SERVICE
For article photocopies sent by
fax on the same day, please tele-
phone and provide the B/ issue
date, the article headline and
credit card information. The
charge is $10.00 per copy, per
article. In-publication directo-
ries are not available by fax. For
article photocopies, please call:
Phone: 312-649-5329

The Toa Reinsurance Co.
of America

177 Madison Ave., P.0. Box 1930,

Morristown, N.J. 07962-1930;

973-898-9480; fax: 973-398-9495

www.toare.com

2000 ,~-1999

Premiums written $157,313,000 $125,8C7,000
Premiums zarmed $143,336,000 $120,673,000
Capital/surplus $302,791,000  $281,578,000
Netincome  $13,819,000 $14,688,000
Losses $116,603,000 $96,022,000
Loss ratio 81.4% 796%
Expenses $45,024,000 $39,6€5,000
Expense raio 31.4% 32.9%
Combined ratio 112.8% 1125%
Treaty 83.8% 87.7%
Facultative 16.2% 12.3%
Domestic 94.2% 96.4%
Foreign 5.8% 36%
Non-life 100% 100%
Information for The Toa Reinsurance Co. of Amen-
€a is incluced in the consolidated fisting to The Toa
Reinsurance Co. Ltd.

Founded: 1982.

Parent: The Toa Reinsurance Co. Ltd.

Employees: 46.

Locations: 1 domestic, 1 fareign.

Officers: William L. Munson, chairman/CEQ;
James A. Pilla, executive vp; Thomas M. Shee-
hy, senior vp/CFO.

Contact: Thomas M. Sheehy; 973-898-9489:
tsheehy@toare.com.

The Tokio Marine & Fire
Insurance Co. Ltd.

2-1 Manunouchi 1-chrome Chiyoda-ku,

Tokyo, 100-8050 Japan;

81-3-2285-1707; fax; 81-3-5223-3160

www.tokiomarine.co.jp

2000 - 1999

Premiums written $712,816,000: - $800,739,000
Domestic 75.8% 74.3%
Foreign 24.2% 25.7%
Non-life 100% 100%
*Fiscal years ending 3/31/01 and 3/31/00.

Founded: 1879.

Subsidiaries: Tokio Marine Millennium Re,
Bermuda; Tokio Marine Global Re, Kuala
Lumpur, Malaysia.

Employees: 13,616.

Locations: 551 domestic, 80 foreign.
Officers: Koukei Higuchi, chairman; Kumio
Ishihara, president.

Transatlantic Holdings Inc.

80 Pine St.,

New York, N.Y. 10005

212-770-2000; fax; 212-742-9457

www.transre.com

2000 1999

Premiums written $1,658,579,000 $1,498,524,000
Premiums eamed $1,631,536,000 $1,484,634,000
Capital/surplus - $1,856,365,000 $1,642,517,000
Netincome :  $211,638,000 $187,362,000
Losses $1,196,896,000  $1,148,817,000
Loss ratio 774%
Expenses $416,558,000
Expense ratio 281%
Combined ratio 100.4% 105.5%
Treaty 96% 97%
Facultative 4% 3%
Domestic 51% 50%
Foreign 49% 50%
Non-life 100% 100%

Founded: 1952,

Parent: American International Group Inc.

Subsidiaries: Putnam Reinsurance Co., New
York; Transatlantic Reinsurance Go., New York;
Trans Re Zurich, Zurich, Switzerland.

Employees: 390.

Localions: 2 domestic, 13 foreign.

Specialties: property/casualty, specialty
risks.

Officers: Robert F. Orlich, president/CEQ;
Paul A. Bonny, executive vp/president-interna-
tional operations; Steven S. Skalicky, executive
vp/CFO; Javier E. Vijil, executive vp/president-
Latin American division.

Contact: Seymour H. Katz, vp/assistant con-
troller-Transatlantic Reinsurance Co.; 212-770-
2078; skatz@transre.com.

Trenwick Group Ltd.

Continental Building, 25 Church St.,

Hamilton, HM 12 Bermuda;

441-292-4985; fax: 441-292-4878

www.trenwick.com

2000* 1999

Premiums written $833,952,000 $354,610,000
Premiums eamed $787,408,000 $325,114,000
Capital/surplus  $652,187,000  $482,249,000
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Net income
Losses
Loss ratio
Expenses

[$50,441,000]
$649,758,000
82.5%
$308,254,000**
Expense ratio 39.2% 41.1%
Combined ratio 121.7% 119.4%
Treaty 94.5% 99%
Facuttative 5.5% 1%
Non-life 100% 100%
*Pro-forma figures for Trenwick Group Inc. and
LaSalle Re
**Underwriting expenses includes acquisition

costs.

Founded: 1999.

Subsidiaries: Trenwick America Reinsur-
ance, Stamford, Conn.; Canterbury Financial
Group, Stamford, Conn.; LaSalle Re Holdings
Ltd., Hamilton, Bermuda; Chartwell Managing
Agents, Trenwick International, London.

Employees: 427.

Locations: 1 domestic, 3 foreign.

Officers: James F. Billet Jr., chairman/presi-
dent/CEQ; Coleman D. Ross, executive vp/CFO;
Steven J. Bensinger, executive vp; Paul Feldsh-
er, executive vp/chief underwriting officer;
Rabert A. Giambo, executive vp/chief actuary.

Contact: Nicole Levesque, vp-global financial
reporting; 203-353-5563; nicole.levesque@
trenwick.com.

XL Re Ltd.
XL House, 1 Bermudiana Road,
Hamilton, HM EX Bermuda;
441-292-1358; fax; 441-292-0876
www.xlre.com

[$11,048,000]
$254,538,000
78.3%
$97,992,000

2000 1999
Premiums written $1,022,193,000 $369,615,000
Premiums eamned $981,266,000 $909,915,000
Capital/surplus  $2,914,097,000 $2,548,864,000
Netincome  $162,148,000 $249 261,000
Losses $728,777,000 $692,269,000
Loss ratio 14.3% 76.1%
Expenses $352,186,000  $326,337,000
Expense ratio 35.9% 35.9%
Combined ratio 110.2% 112%

Continued on next page
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Domestic 0.8% 1.2%
Foreign 99.2% 98.8%
Life 1.3% 0%
Non-life 98.7% 100%

Parent: XL Capital Ltd.

Subsidiaries: XL Reinsurance America Inc.,
Stamford, Conn.; Latin American Re, Bermuda;
XL Re Ltd., Bermuda; NAC Reinsurance Inter-
national, London.

Employees: 389.

Locations: 2 domestic, 18 foreign.

Specialties: XL Re Ltd.-marine/aerospace,
property/casualty, credit, financial reinsurance,
life/health, political risk; XL Reinsurance Amer-
ica Inc.-marine, property/casualty facultative
lines, property treaty, specialty casualty rein-
surance, surety.

Officers: Henry Keeling, executive vp-XL
Capital/chief executive-reinsurance operations;
C. Fred Madsen, president/chief underwriting
officer-XL Reinsurance America Inc.; Robert L.
Nason, executive vp/chief underwriting officer-
XL Re Ltd., Bermuda.

Contact: James M. Norris, vp-financial analy-
sis; 203-964 5388.

The Yasuda Fire & Marine

Insurance Co. Ltd.

26-1, Nishi-Shinjuku 1-chome,

Shinjuku-ku,

Tokyo, 160-8338 Japan;

81-3-3349-3970; fax; 81-3-5322-6013

www.yasuda.co.jp

2000 1999

Premiums written $504,644,721 $548 889,327
Capital/surplus $5,782,016,000 $2,936,070,000
Netincome  $120,976,000 $115,794,000

Terms used in this directory are de-
fined on page 31. Exchange rates are
listed on page 30.

Domestic 82.3% 82.4%
Foreign 17.1% 17.6%
Non-life 100% 100%
*Fiscal years ending 3/31/00 and 3/31/61.

Founded: 1888.

Subsidiaries: Yasuda Reinsurance Co. Ltd.,
Hong Kong.

Employees: 51.

Locations: 1 domestic, 2 foraign.

Officers: Hiroshi Hirano, president; Masao
Miyakawa, deputy president; Bunicairo Maki,
senior executive managing director.

Zurich Re

General Guisan-Quai 26,

Zurich, CH-8022 Switzerland;

41-1-639-9393; fax: 41-1-633-3090

www.zurichre.com

2000 1999

Premiums written $2,485,000,000 $1,878,000,000
Premiums eamed NA  $1,699,700,000
Netincome  $163,000,000 $264,000,000
Loss ratio 83.1% 826%
Expense ratio 5.6% 6.6%
Combined ratio 88.7% 89.2%
Treaty 89% 89.1%
Facultative 11% 10.9%
Life 51% 36%
Non-life 94.9% 96.4%

Founded: 1873.

Parent: Zurich Financial Services Group.

Subsidiaries: Zurich Re {(Morth America)
Inc., New York; Zurich Re (Cologne) Ltd.,
Cologne, Germany.

Employees: 715.

Locations: 1 domestic, 21 foreign.

Specialties: accident/health, agritusiness, e-
commerce risks, facultative, life, professional
risks, risk strategies (structured finite solu-
tions).

Officers: Dirk Lohmann, CEOQ-Zurich
Re; Richard E. Smith, CEO-Zurich Re (North
America); Frank Schaar, CEO-Zurich Re
(Cologne).

Contact: Richard E. Smith; 212-898-5021;

richard.smith@zurichre.com.

The novice tells you,
“Abandon ship.”

The expert tells you,
“Hang on. It's only a two-foot drop.”
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“640 K ought to be
enough for anybody.”

Bill Gates, 1981

Predicting the future is easy. Getting it right is what’s hard.

We can help. www.odysseyre.com

OdysseyRe®

Safe Journey

With the largest and strongest pool of

talent in the industry, and professionals

averaging 22 years of experience,

our experts truly grasp the depth and

magnitude of the risk you're facing —

even what’s round the bend. We listen

to your concerns and respond to your

needs at unrivaled speed. Protecting

yvou. And partnering with you.

AMERICAN RE

V Memiber of the Mnich Re Group

Now and for the long haul. Call on us.

5b5 College Read East, Princetaon, Néw Jersey 08543 609-243-4200 wwiaw.amre.com
A.M. Best Company: A++ Standard & Poor's: AAA Moady's:Aaa 2000 A, o =

We'll help lead you to calmer waters.



Renaissance

REINSURANCE

Navigating the unknown requires new tools and
trusted partners.

At Renaissance, our experience and innovation can lead the way.

With capital and surplus of $700 millian. Rated “A+" by A.M. Best and Standard & Poor's.

Renaissance Reinsurance Ltd. Renaissance House East Broadway P.0. Box HM 2523 Hamilton HM GX, Bermuda
Telephone 441 295 4513 « Fax 441 292 9453 » Internet www.-enre.com

Top Security, Top Capacity
Top Layer Re

Top Layer Re is a joint venture between Renaissance
Reinsurance and State Farm, America’s largest residential
insurer. It offers service and security that are unsurpassed in
the reinsurance industry.

$3 billion Super-CAT capacity for non-USA Na-ural Perils exposure
Rated AAA by S&P, A+ + by A.M. Best

Value-added catastrophe modeling

Capacity per program of $100 million or more

Innovative, custom-designed products and pregrams

For more information, contact David A. Eklund. Telephone: {441) 295 4513 * Facsimile: (441) 292 9453 * E-mail: dae@tl-re.com




INTERNATIONAL

GLOBAL BRIEFS

Munich Reinsurance Co. reported con-
solidated net profits of 1.30 billion euros
($1.89 billion) for the six months ending
June 30, up nearly 100% over the same
period of 2000, due to the sale of stakes in
units of Allianz A.G. Holding. Munich
Re’s first-half gross written premiums
were 17.1 billion euros ($24.80 billion), up
12.5% from the year-earlier period.
...A M. Best Co. has downgraded its fi-
nancial strength rating of London-based
CNA Re Ltd. to B+ from A-. Best said the
rating downgrade reflects uncertainty
over the future ownership and operating
status of CNA Re affer its parent, Chica-
go-based CNA Financial Corp., con-
firmed that the London unit is up for sale.
The rating agency added that there is a
significant likelihood that the company
could be placed into runoff... Hiscox
Syndicates Ltd. has not changed its fore-
cast for the 1999 underwriting results of
composite syndicate 33, which is due to
close at the end of the year. Hiscox fore-
casts a loss of between 6.5% and 11.5% of
the syndicate’s £360 million ($605.9 mil-
lion) of capacity for 1999. Robert Hiscox,
chairman of the managing agency, said its
forecast is unchanged from earlier esti-
mates because syndicate 33 has had no
material failures among its reinsurers and
little exposure to D&O lLiability and finan-
cial institutions insurance, which are two
lines expected to produce poor results for
the 1999 year in the Lloyd’s market-
place.... Marsh Ltd., the London-based
subsidiary of New York-based Marsh
Inc., has been appointed insurance advi-
sor to the States of Guernsey, which is the
island’s government. Marsh said it will
also work with the government to embed
risk management into its culture and
working practices... Michael Bright, the
former CEO of failed Independent Insur-
ance Co. Litd., will be eligible for pension
benefits worth about £3 million ($4.3 mil-
lion), his lawyer has confirmed. The pen-
sion fund will be protected from creditors
of the collapsed London-based insurer,
which went into liquidation in June, said
Trevor Sears, a partner at law firm Dav-
enport Lyons. Mr. Bright, who this month
declared himself bankrupt, had been ru-
mored to have a pension fund with about
£11 million ($16.0 million) in assets... Bri-
an Waite has been appointed deputy head
of the U K. International Benefits Prac-
tice on London-based Aon Consulting.
Before joining Aon, Mr. Waite worked for
the international practice of benefit con-
sulting firm William M. Mercer in Lon-
don.... Many small to medium-size U.K.
companies are unaware that stakeholder
pension plans must include a statement of
investment principles, according to a sur-
vey by London-based insurer Friends
Provident P.L.C. The survey of 200 small
to medium-size companies found that
only 10% of respondents were aware of
the requirement to issue a statement of in-
vestment principles. Such a statement
outlines a company’s approach to socially
responsible investment. Low-cost stake-
holder pensions come into force in Octo-
ber. By then, all companies with five or
more employees must offer staff access to
a stakeholder plan or an equivalent plan.
Administrative fees for stakeholder plans
must total less than 1% of the value of the
fund.... The former chief executive of the
London-based Institute of Risk Manage-
ment, Maureen Gibbins, is suing her for-
mer employer. Ms. Gibbins, who had
spent 16 years at the institute, resigned in
June after returning from maternity
leave. An IRM spokesman confirmed that
an employment tribunal has been set for
January 2002, but he said he could not
disclose any details of Ms. Gibbins’
grievances.

Lloyd’s market to face
more losses ahead

Chatset sees declines in most lines of business

By SARAH VEYSEY

Both Lloyd’s of London and syndicate
analyst Chatset Ltd. have predicted mar-
ketwide losses at Lloyd’s for the 1999 and
2000 years of account, though Lloyd’s is
optimistic that its performance will im-
prove for 2001.

Chatset forecasts a marketwide loss of
£1.20 billion ($1.94

{$164.2 million) for 2000.

Chatset predicted a total loss of £114
million ($184.1 millien) for the aviation
class in 1999 and a loss of £38 million
($56.7 million) for 2000. It estimated that
composite syndicates—those writing sever-
al classes of business—would record a total
loss of £206 million ($332.7 million) for
1999 and a loss of £36 million ($53.7 mil-

lion) for 2000.
The analyst predicted

billion) for Lloyd’s 9
1999 year of ac- that marine syndicates
count and a loss of would post a loss of

£259 million
($386.7 million) for
the 2000 year. In its
own forecast, issued last week, Lloyd’s pre-
dicted a marketwide loss of £1.39 billion
($2.24 billion) for the 1999 year and a loss
of £694 million for 2000 ($1.04 billion).
Lloyd’s projection was its first for the 2000
year, which had a total capacity of £10.08
billion ($16.28 billion).

London-based Chatset announced its
forecast this month with the publication of
its 1998 Lloyd's League Tables & 2001
Auction Review. The 1998 year of account,
which closed on Dec. 31, 2000, is the most
recent to close under Lloyd's three-year ac-
counting system.

Chatset predicted in its report that all
classes of business except life would record
losses for the 1999 and 2000 years of ac-
count.

The worst-performing syndicates for the
1999 and 2000 years would be those writ-
ing nonmarine business, Chatset predicted.
The analyst said it expected the nonmarine
class to record a total loss of £523 million
($844.6 million) for 1999 and £110 million

£225 million ($363.4
million) for 1999 and a
loss of £38 million
($56.7 million) for 2000, while motor syndi-
cates would see a loss of £138 million
($222.9 million) for 1999 and £41 million
($61.2 million) for 2000.

Life business, though, would record a
profit of £2 million ($3.2 million) in 1999
and a profit of £4 million ($6.0 million) in
2000, Chatset predicted.

In a statement announcing its predic-
tions, Lloyd’s said, “1999 is widely ac-
knowledged to represent the low point of
the global insurance market, and Lloyd’s
results reflect those conditions.”

“The trends and specific events affecting
the 2000 result have already been scruti-
nized by commentators,” Lloyd’s said. Al-
though catastrophe losses were low in
2000, “this factor alone cannot negate the
impact of poor rates on the market as a
whole,” the statement says.

In its statement, Lloyd’s said it was opti-
mistic that the market’s results would im-
prove. “With shrinking capacity in the

See Lloyd’s on next page

Derivative would cover quake loss
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Australian
buyers seek
transparency
In premiums

By DAMIEN TOMLINSON

CANBERRA, Australia—Australia’s
federal financial services regulator says
that insurers’ premiums must be more
transparent if they are to win back the
confidence of Australian insurance buy-
ers.

Buyers have been especially critical of
insurer rate hikes in the wake of the col-
lapse earlier this year of Sydney-based
HIH Insurance Ltd. Insurers, for their
part, contend that greater transparency
will show that a big factor behind high
insurance premiums is hefty state and
federal taxes on insurance, rather than
unfair pricing.

Minister for Financial Services and
Regulation Joe Hockey told a Canberra
conference of the Sydney-based Insur-
ance Council of Australia on Aug. 9 that
there are “many things” insurance buy-
ers need in terms of information about
their premiums, as well as the reason
why insurers have withdrawn capacity
from some classes of business since HIH
entered provisional liquidation in March
(BI, March 19).

“Unscrupulous pricing will only do
further damage to an industry whose im-
age has copped a battering in recent
times,” Mr. Hockey told the ICA confer-
ence.

Market dislocation after the HIH col-

See HIH on page 46

Insurers securitize World Cup risk

By CAROLYN ALDRED

ed geographical zones in
Japan,” according to a joint

PHOTO: JANGWOOK KIM.IPHOTO.CA

Munich Re and AXA Colonial are using a derivative to protect
against earthquake losses during the 2002 Worid Cup in Japan.

MUNICH, Germany—Munich
Re Capital Markets has struc-
tured a unique derivative tool
that would pay out if next year’s
World Cup soccer championship
in Japan were disrupted by an
earthquake.

A $50 million derivative con-
tract underwritten by Berkshire
Hathaway Group in Stamford,
Conn., will protect AXA Colonia
Versicherung A.G. and Munich
Re, which are underwriting the
event-cancellation coverage for
the World Cup. The derivative
would respond o cancellation
losses sustained by the Interna-
tional Federation of Football
Assns., or FIFA, which orga-
nizes the World Cup, if games in
the championship are post-
poned, discontinued or canceled
due to an earthquake.

FIFA expects the tournament
to generate revenues of about
750 million Swiss francs ($450.4
million), according to a
spokesman for the Zurich,
Switzerland-based association.

The product, which provides
a “certain degree of relief to
both companies for the risks as-
sumed, is triggered if an earth-
gquake exceeds certain magni-
tude values in precisely stipulat-

statement issued by Munich Re
and AXA Colonia.

The derivative is triggered if
games are affected by an earth-
quake with a magnitude of be-
tween 6.8 and 7.9, as measured
by the Japanese Meteorological
Agency, said a Munich Re
spokeswoman. The spokeswom-
an added that all 10 stadiums
hosting the games are covered
under the derivative deal.

Munich Re Capital Markets, a
Munich Re unit specializing in
capital markets products, car-
ried out the structuring and
modeling of the derivatives cov-
erage in close cooperation with
AXA Colonia. Munich Re placed
the coverage with Berkshire
Hathaway, which is fully under-
writing the product, according
to the companies’ statement.

The Munich Re spokeswoman
said her company believes that
the coverage is the first deriva-
tive product to be used for can-
cellation-of-event insurance and
reinsurance.

But she predicted that, “due to
the enormously increased prices
for the marketing rights to
sporting events, this kind of
coverage will continue to gain in
importance.”
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Lloyd’s

Continued from previous page
global insurance market and hard-
ening rates, current trading condi-
tions look increasingly posi-
tive....Lloyd’s believes the overall
trend fits with the picture of the
market emerging from the depths
of the insurance cycle experienced
in 1999.”

‘With shrinking
capacity in the global
insurance market and
hardening rates,
current trading
conditions look
increasingly positive.’
— Lloyd’s of London

For the 1998 year, Lloyd’s
recorded a marketwide loss of
£1.07 billion ($1.60 billion), ac-
cording to the Chatset report.

The results for the nonmarine
sector were among the poorest for
the 1998 year, according to Chat-
set, with some 12 syndicates post-
ing losses in excess of 30% of ca-
pacity.

The sector posted a loss of £344
million ($514.0 million) for 1998.
Analyst Charles Sturge, the editor
of the report, wrote that most ob-
servers initially attributed this
performance to a spate of storm
losses, particularly Hurricane
Georges, which struck in Septem-
ber 1998. But Mr. Sturge pointed
out that, as the year progressed,
losses also began to appear on U.S.
professional indemnity and direc-
tors and officers accounts. “Syndi-
cates specializing in this area came
out with some very sharp deterio-
rations, producing losses between
25% and 30% "of capacity, he said
in the report.

Mr. Sturge added in the report

that the loss ratios for the pure

1998 underwriting year were

197% for D&O, 150% for errors
and omissions and 200%
bankers. “It is the general view of
the market that these poor results
will continue into at least 1999,”
he said.

for

Mr. Sturge said that the poor

performance of U.S. property
business also hurt the 1998 non-
marine results.

Marine syndicates at Lloyd’s

wrote net premiums of £658 mil-
lion ($982.4 million) for the 1998

year and recorded a loss of £97

mllhon ($144.8 million), according
to Chatset’s figures. Mr. Sturge
said in the report that the peak of
the marine underwriting cycle was

1994, and it is now estimated that

rates were 28% of the 1994 level in

1998 and 20% of the 1994 level for

the 1999 year. He said that “many
insurers are talking of loss ratios
for the three years 1998 to 2000 of
over 150%.”

He added that the sinking of the

Petroleo Brasileiro S.A. oil rig in
March would hit marine syndi-
cates. “The loss was $500 million,
of which the Lloyd’s market share
is thought to be $200 million, and
half of that will fall back into the
year 2000,” he said in the report.

Aviation syndicates posted a loss

of £112 million ($167.2 million) for

1998, according to Chatset. Mr.

Sturge said that although 1998
was an average year in terms of the
number of losses, it was an expen-
sive year for insurers. The Swissair
crash of September 1998 is expect-
ed to be the highest aviation loss
on record, at more that $1 billion,
he said. This loss will fall on the
1997 and 1998 years of account,
Mr. Sturge explained.

While rate increases were mod-
est in the aviation sector in 2000,
Mr. Sturge said, increases of up to
40% were being seen at the fall
2000 renewals. This has continued
into 2001, he said.

Chatset said one factor that had
hurt the underwriting results of
the Lloyd’s market as a whole was
the emergence of bad debt. It said
that, at the end of 2000, reinsur-
ance failures and doubtful reinsur-
ance recoveries had risen to £198
million ($295.6 million), from £64
million ($103.4 million) the year
before.

“Those failures are principally
due to the failure of a number of
Australian reinsurers, an unwel-
come addition to the loss and one
that the brokers are principally re-
sponsible for by failing to vet rein-
surers,” the report said. “A late en-
try into the bad-debt stakes is In-
dependent,” it added.

Independent Insurance Co. Ltd.
was placed into liquidation in June
(BI, July 2). The result of that is

Lloyd’s losses increase
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“certain marine syadicates have  dent collapse.
already been identiZied as having °
large reinsurance payments due,” Copies of the 1998 Lloyd’s League

the Chatset report said.

The raport said that these syndi-
cates included Cotesworth & Co.
Ltd.'s syndicates 535 and 228, now
merged into 535; and Marlborough
Urderwriting Agency Ltd.’s syndi-
cate 62. Earlier this month,
Cotesworth anncunced that it had
closed its doors to new business,
partly &s a result of the Indepen-

Tahles & 2001 Auction Review are
available at per-copy costs of £95
(8137) for delivery within the United
Kingdom, £98 ($141) for delivery to
Europe, and £103 ($149) for delwery
elsewhere. Contact Chatset Ltd. by
mail at Peninsula House, 36 Monu-
ment St., London EC3R 8LT; by
telephone, at 44-207-648-45-49; or
by fax, at 44-207-648-57-49.

Chatset examines Equitas

Analysis questions FSA awareness of asbestos burdens

In its report on the performance
of Lloyd’s of London syndicates,
analyst Chatset Ltd. notec that
asbestos filings continue to plague
Equitas Ltd., creating uncertain-
ties for the Lloyd's market.

The report points out that Equi-
tas, the runoff reinsurer for
Lloyd’s pre-1993 long-tail liabili-
ties, was forced to increase its as-
bestos reserves by £1.7 billion
($2.41 billion) for the year ended

March 31 (BI, July 30). But
Charles Sturge, the editor of the
Chatset report, noted that Equitas
determined it had a survival ratio
of 26.5 years. This survival ratio
means that if asbestos payments
continue at the current rate, it
would take 26.5 years to exhaust
Equitas’ reserves.

Mr. Sturge said in the report,
though, that the Financial Ser-
vices Authority, the United King-

dom’s insurance regulator, might
be unaware if problems were to
develop in Equitas’ accounts.
“With asbestos losses escalating
again, one wonders what sort of
monitoring control the FSA has
over Equitas,” he said. “Since Eg-
uitas can, under FSA rules, file its
returns in a lump under the rein-
surance category without having
to give a detailed dreakdown into
categoriss of business, one sus-

pects the FSA does not know
whether or not there may be a
black hole in Equitas.”

A spokesman for Equitas said
that the company provides all the
information required by statute to

the FSA. “We are in close contact

with the FSA and believe it is our
duty to provide any information
they require,” the spokes-man
said.

—By Sarah Veysey
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lapse enabled other insurers to ac-
celerate the introduction of rate in-
creases that had been expected to
occur in late 2001 and 2002, ac-
cording to a report prepared by
Sydney-based auditor Deloitte
Touche Tohmatsu and Melbourne-
based stockbroker JP Morgan Ltd.
(BI, July 9).

The Canberra-based Australian
Competition & Consumer Com-
mission is investigating certain
rate hikes adopted by some Aus-
tralian insurers following the HIH
collapse, particularly for profes-
sional indemnity insurance (BI,
April 16).

“The everyday person does not
see any upside to premium hikes,”
Mr. Hockey told the ICA.

In his address, Mr. Hockey also
urged insurers to be more trans-
parent about taxes and their effect
on insurance premiums, suggesting
that insurers indicate in renewal
notices the state and federal taxes

payable on premiums,

In May, the New South Wales
government imposed an extra tax
of $69 million Australian ($36.9
million), divided among insurers
according to their share of the state
market, to partially fund its Policy
Protection Fund, a $600 million
Australian ($ 320.8 million) rescue
package for HIH hardship cases.

The PPF, announced in May by
NSW Treasurer Michael Egan (BI,
May 28), is separate from federal
funding to finance the claims of
HIH policyholders. Australia has
no formal system of guaranty
funds to address insurer insolven-
cies.

Mr. Hockey called the imposition
of the NSW tax “reprehensible.”
He noted that while the NSW gov-
ernment forbade insurers from
passing the tax on to policyholders
in the state, nothing prevents in-
surers from shifting the cost onto
policyholders in other states. “I
would be dumbfounded if insurers
operating outside New South
Wales did not try to increase pre-
miums (to compensate for the

tax),” he said.

The Assn. of Risk & Insurance
Managers of Australasia is seeking
premium tax relief in connection
with the HIH collapse. The risk

‘We have tried
desperately to
communicate to
buyers that
premiums are
directly influenced
by federal and state
taxes.’

— Raymond Jones

Insurance Council
of Australia

manager group has asked every
Australian state government to

grant exemptions to the stamp
duty—a tax on all contracts, in-
cluding insurance policies—levied
on policies bought to replace HIH
policies.

ARIMA President Bruce Fergu-
son said the Sydney-based associa-
tion has suggested that, alterna-
tively, state governments refund
the taxes that were paid on now-
worthless HTH policies, rather than
“double-dipping.”

“Corporate insureds...have al-
ready paid substantial duties on
policies bought before HIH's col-
lapse,” Mr. Ferguson said. He
warned that the Australian econo-
my would enter a “nose dive,” un-
less state governments reduce the
tax burden for buyers.

“They are now paying (stamp
duty) again and, because the duties
are based on a percentage of pre-
miums, they're paying far more,
because insurance costs have risen
since the HIH demise. ARIMA
members are not receiving cover-
age for the substantial premiums
they have already paid and are un-
likely to see any significant returns

for the unused portions of their
premiums in the final washup of
the HIH companies,” he said.

Insurers also have lobbied
against hefty premium taxes this
year.

Raymond Jones, the president of
the ICA and managing director of
Sydney-based QBE Australia Lid.,
said insurers support Mr. Hockey’s
views on insurance taxes and wel-
come the federal government'’s in-
vestigation into the collapse of
HIH, which will include a review
of insurance taxes (BI, May 28).

“We have tried desperately to
communicate to buyers that pre-
miums are directly influenced by
federal and state taxes,” Mr. Jones
said.

A second report by Deloitte
Touche Tohmatsu, released in July,
found that Australia “holds the
world record” for insurance premi-
um taxes. Rod Hill, DTT tax spe-
cialist, said in the report that Aus-
tralian taxes on fire insurance pre-
miums are 4,200% greater than
those in Ireland, and 1,680% high-
er than those in Britain.
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Athletics

Continued from page 3

erages, Northwestern does have an
oxcess liability policy with United
Educators Insurance Reciprocal
Risk Retention Group Inc. United
Educators’ excess and umbrella
programs include coverage for
catastrophic losses arising out of
sports, with limits up to $50 mil-
lion.

“None of our policies exclude
athletic risk,” said a spokesman for
Chevy Chase, Md.-based United
Educators. He added that the RRG,
which is domiciled in Vermont, has
been notified about the suit against
Northwestern.

Larry V. Stephens, director of
risk management at Indiana Uni-
versity in Bloomington, Ind., and
president-elect of the University
Risk Management & Insurance
Assn., said that in an athletic lia-~
bility suit, such as the one at
Northwestern, several coverages
would likely apply.

Coverage for negligence likely
would fall under general liability
policies purchased by the universi-
ty, Mr. Stephens said.

Also, the university might pur-
chase supplemental coverage
specifically for athletic risks, he
said.

Coverage for any claims for neg-
ligence by trainers would fall un-
der professional liability coverage,
which, Mr. Stephens said, would
be purchased by the trainers them-
selves at LU.

“The other kind would be the
NCAA catastrophe insurance that
responds if the player is seriously
injured,” the Indiana University

risk manager said.

The coverage provided by the
National Collegiate Athletic Assn.
is a blanket policy for athletes, stu-
dent trainers, student managers,
mascots and cheerleaders, said
Mike Robbins, senior vp at Amieri-
can Specialty Insurance Services
Inc. in Roanoke, Ind., administra-
tor of the NCAA Catastrophic In-
jury Insurance Program.

The NCAA program, underwrit-
ten by the Mutual of Omaha Insur-
ance Co., covers student-athletes
who are catastrophically injured
while participating in a covered in-
tercollegiate athletic activity. The
NCAA pays the entire premium for
the policy, which has a $10,000
death benefit and a maximum ben-
efit of $20 million with a $50,000
deductible.

In the wake of Mr. Wheeler’'s
death, Northwestern has begun an
investigation that is examining the
conditioning test in which Mr.
Wheeler was participating with
approximately 80 teammates at
the time of his death, along with
other university procedures.

Mr. Walker, the football coach,
has been directed to stop running
the conditioning test, which in-
volves a series of sprints with short
intervals in between.

“Basically, the purpose of our in-
ternal review, which is now under-
way, is to examine the university
procedures which are in
place...and take a look at whether
there are additional things that we
could do to hopefully prevent a
tragedy like this from occurring
again,” Mr. Cubbage, the universi-
ty vp, said.

He said that as part of the inves-
tigation, Northwestern will bench-

mark its conditioning programs
against those at other universities,
as well as compare its emergency
procedures and emergency pre-
paredness against other schools’.

“The review will also take a look
at how we responded to that emer-
gency,” Mr. Cubbage said, as well
as “medical staffing at drills and
how we compare to other institu-
tions in that regard.”

‘One of the areas
where they (risk
managers at univer-
sities) don’t have
the expertise is ath-
letics.’

— Herb Appenzeller
Athletic risk management
consultant

“And, while this isn’t an insur-
ance matter, there’s a question
about the use of supplements by
the football team,” Mr. Cubbage
said. While the supplements in
question are legal, the NCAA bans
their use.

Mr. Cubbage said the universi-
ty's risk management department
has been involved in managing
athletic risks at Northwestern, and
will be involved in the investiga-
tion.

Indiana’s Mr. Stephens said it’s
typical for university risk man-
agers to rely heavily on the exper-
tise of athletic department trainers
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in the management of risks associ-
ated with training issues.

At IL.U., “We have almost no in-
volvement as far as training risk
management,” Mr. Stephens said.
“We really have no expertise with-
in the risk management depart-
ment in that area.”

Instead, I.U.'s risk management
department relies on trainersin the
athletic department, “because
they’re the ones with the knowl-
edge,” the risk manager said. “And
I would think you would find that
almost universal.”

“Although there might be some
involvement (by risk management),
I think the driving force in that
area is the athletic department, the
trainers themselves,” Mr. Stephens
said. “That certainly doesn’t mean
that the lives of our students aren’t
important, but in that very specific
area there are people with more
expertise than us.”

The experience of one athletic
risk management consultant sup-
ports Mr. Stephens’ view.

Herb Appenzeller, an athletic
risk management consultant in
Summerfield, N.C., said he and a
colleague are typically called upon
by university risk managers who
“feel that while they’re knowl-
edgeable in just about every-
thing...one of the areas where they
don’t have the expertise is athlet-
ics.”

Mr. Appenzeller, who spent 40
years as an athletic director at the
high school, junior college and col-
lege level and now teaches risk
management in the sports manage-
ment program at Appalachian
State University in Boone, N.C,,
said he frequently sees a lack of co-
ordination between university-

wide risk management activities
and those involving athletic pro-
ams.

“I think one of the real problems
is sometimes one group doesn't
know what the other group is do-
ing,” Mr. Appenzeller said.
“There’s no central plan of risk
management.”

He recommends that the institu-
tions he works with establish risk
management committees to ad-
dress athletic risk issues and estab-
lish guidelines.

Those guidelines should address
several issues, among them super-
vision, pre-participation physicals,
weather guidelines for practice
and the presence of proper emer-
gency equipment on the field.

“We're finding now that a lot of
people are putting defibrillators on
the field,” Mr. Appenzeller said.
“You don't have a lot of time if
somebody has a heart attack.”

It's also essential to establish an
emergency medical plan for athlet-
ic emergencies, as well as a proto-
col between athletic trainers and
emergency medical technicians.
“You'd be amazed at how much
bickering goes on on the field,” the
consultant said. “You need to have
that established before the season
starts.”

In cases of athletes with chronic
illnesses, such as Mr. Wheeler, “We
say the school needs to have a form
where the person is told what po-
tentially could happen,” Mr. Ap-
penzeller said. “Then you talk
about what the alternatives are,
other things they can play, other
sports. And then, if the person still
wants to play, you have a form
they can sign that says they under—
stand.”
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GOMMENTARY

Putting eggs in the
company basket

If you are depressed by the slumping stock market, thank
your lucky stars that your retirement fund wasn’t totally
invested in Lucent Technologies Inc.

I have a friend whose wife works at Lucent, and they have
watched in disbelief as her comfy retirement fund has shrunk
by 80%. She was among the Lucent employees who had almost
all their 401(k) money in Lucent stock, confident that the
company’s future was secure,

Now that Lucent’s stock has fallen 90% since the end of 1999,
some people are beginning to question the wisdom of allowing
employees to put all their money into their employer’s stock.

A recent front-page article in The New York Times reported
on the vanishing retirement funds of Lucent employees. In it, a
professor said that there should be a limit on how much an
employee can invest of his or her retirernent account in the
employer’s stock, suggesting 10% might be appropriate.

1 called my friends to find out whether they blame Lucent for
allowing them to bet their retirement income on the company’s
stock.

After lambasting Lucent’s management for financing sales to
up-and-coming telecom companies that no
longer exist, the disastrous business
strategy that is most responsible for
| Lucent’s current woes, my friend was
| equally emphatic that they should not have
been precluded from buying as much
Lucent stock as they wanted.

“There were many alternatives to Lucent
stock. Lots of safe ones,” he said. “And the
literature had all the normal warnings”
about the risky nature of equity
investments, he noted.

My friend, who asked not to be identified
in this column, is a pretty savvy investor who has doubled the
value of his individual retirement account in six years. He says
he never imagined that the stock could go down 90%. He was
betting a downturn wouldn’t hammer Lucent for more than
10%. Now, he is expecting Lucent to get back to the mid-teens.
“If it got back to $30, we’d consider ourselves fortunate,” he
says.

My friends are barely into their 40s and have lots of time to
save for their retirement, so they aren’t panicking. And, she is
happy to still be employed by Lucent and not among the 30,000
losing their jobs at the company this year. In addition, she has
been granted stock options at prices that give her a chance of
cashing in to recover some of herloss.

My friends are in 2 much better position than are those who
are older and have lost their jobs at Lucent. Considering the less
promising employment prospects for older and out-of-work
Lucent employees who had invested in their company, I can
understand why the professor suggests that employees should
not be allowed to put all their retirement money into their
employer’s stock. But, if that were to become a regulation, think
of all the unhappy employees at other companies whose stock
keeps rising while they were precluded from reaping the
benefits of their hard work.

Given the slump in mutual fund prices, many of us are
wishing we had more of our retirement funds in cash of late. If
employees should be restricted from investing their retirement
money in their own companies, should there also be limits on
the amount of funds in a 401(k) aceount that can be invested in
equities? If the stock market keeps falling, someone will surely
make that suggestion, too.

Congress may consider such restrictions, but I suspect that
they will go nowhere. Regulations to protect employees from
falling stock prices look pretty stupid in the face of nn-ups in
retirement accounts that employees have enjoyed during the
1990s.

As I start to fret about the falling price of my mutual funds, I
remind myself what my banker friend told me a few months
ago. “You haven't lost anything until you sell below what you
bought it for. It will come back.”

At some point, I believe that most of us will see our retirement
accounts bounce back. But it's unlikely that Lucent employees
will ever see their Lucent stockholdings recover. To say that is
very sad is an understatement.

Kathryri J. Mclntyre

Publishing Director Kathryn J. McIntyre’s commentary
appears fortnightly and on www.businessinsurance.com. She
can be reached a kmcintyre@crain.com.

Pollution

Continued from page 1

not provide the company the total
recovery it sought. Hercules argued
that its insurers were liable for the
full limits they wrote each and every
year they covered the company.

The defendant insurers variously

covered Hercules from July 31, 1963,

through Oct. 31, 1970, and from July

31, 1973, through April 1, 1980.
Total cleanup costs at the sites,

where the lower court jury ruled.

that contamination occurred from
1957 through 1980, exceed $100 mil-
lion. Of that amount, $28.5 million is
attributable to the Jacksonville,
Ark, test site at the center of the
Delaware case.

Hercules’ ultimate pollution lia-
bility, however, has not been deter-
mined.

Although the Delaware Supreme
Court ruled for the policyholder on
the limits allocation issue, it upheld
three lower-court rulings favorable
to insurers:

® Hercules is not covered for the
cost of measures it took to try to pre-
vent third-party property damage.

@ Pollution exclusions in Hercules'
policies beginning in 1973 barred
coverage unless the damage was
caused by “sudden, unexpected and
unintended events.”

@ The prejudgment interest insur-
ers must pay on they coverage they
owe Hercules began accruing at the
time Hercules filed its suit against its
insurers, not from the date it gave
notice of a claim.

“Three out of four isn’t bad,” said
Laura A. Foggan, who represents

‘the Insurance Environmental Liti-

gation Assn. The insurance indus-
try-backed IELA filed an amicus
briefin the case.

For insurers, the most significant
issue in the case was whether they
would be required to pick up the tab
for the policyholder’s preventive
measures, said Ms. Foggan, a part-
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ner at Wiley, Rein & Fielding L.L.P.
in Washington.

“The court reaffirmed that you
have to have actual property dam-
age or bodily injury” for coverage to
be triggered, she said.

But Hercules attorney Jerry Os-
hinsky, a partner with Dickstein
Shapiro Morin & Oshinsky L.L.P. in
Washington, said the policyholder
won the most important issue.

The policy limits allocation issue
“has been litigated across the coun-
try with conflicting results,” he said.

In reversing the trial court’s ruling
that the covered costs must be pro-
rated by each insurer’s time on the
risk, the Delaware Supreme Court
relied on its 1994 decision in Mon-
santo Co. vs. C.E. Health Compensa-
tion & Liability Insurance Co. In
that case, the high court held that
any triggered policy must pay all
sums the policyholder is responsible
to pay as a result of an occurrence
that triggers the policy, even if addi-
tional damage occurs beyond the
policy period.

“In Monsanto, we held that the ‘all
sums’ language is inconsistent with
pro rata allocation based on time on
the risk,” the court noted.

The court also pointed out that the
second paragraph of a noncumula-
tion clause in Hercules’ liability in-
surance policies confirmed that the
coverage extends to damage that
continues beyond the policy period.

In a press release issued immedi-
ately after the decision, the IELA
said the allocation portion of the de-
cision counters the 7th U.S. Cireuit
Court of Appeals’ ruling last month
in Great Lakes Dredge & Dock Co.
vs. the City of Chicago (BI, Aug. 20).

The IELA also filed an amicus
brief in that case, in which a 7th Cir-
cuit panel was asked to determine
whether Chicago’s “Great Flood” in
April 1892 or the August 1991
bridge repair work that eventually
caused the flood was the occurrence
that triggered a dredging contrac-
tor’s liability insurance, The con-

tractor had changed its insurance
program between the time it per-
formed the bridge repairs and when
the city flooded.

The 7th Circuit panel ruled that
the flood was the occurrence and
that only the policies in force for the
contractor at that time must re-
spond to flood claims against it.

According to the Delaware deci-
sion, which applies the doctrine of
joint and several liability, “essential-
ly, the policyholder could pick one

" insurer out of the many that wrote

coverage and force it to pay for the
entire loss,” said insurer attorney
John Yang, who also is a partner at
Wiley Rein & Fielding.

By contrast, in Great Lakes, “the
insurer is only obligated to pay the
portion of the loss that occurred un-
der its policy period,” Mr. Yang said.

But Richard M. Kuntz, an attor-
ney at Bollinger Ruberry & Garvey
in Chicago who represented the in-
surers in the Great Lakes case, said
the coverage trigger applied in Her-
cules was consistent with the one the
7th Circuit adopted in Great Lakes.

“When there was property dam-
age, the policy in effect when the
damage occurred was triggered,” he
said.

The 7th Circuit case “is not the
same issue that was before the court
in Hercules,” he said. The Great
Lakes case was a trigger case, while
the Hercules case was an allocation
case, he asserted.

“These two cases are distinct,”
Mr. Oshinsky agreed.

Insurer attorney James Schaller of
Jackson & Campbell in Washington,
who represents ATU Insurance Co.,
the lead defendant in the Hercules
case, said the insurer has not decid-
ed whether to seek a rehearing.

Mr. Oshinsky said Hercules also is
evaluating the decision before de-
ciding its next step.

.

Hercules Inc. vs. AIU Insurance
Co., Delaware Supreme Court, No.
193, 2000; Aug. 15, 2001.

Vouchers

Continued from page 3
have to give a 1099,” he noted.
Structuring a plan so that it is
funded with noncash benefits is un-
usual, said Henry Saveth, an attor-
ney with William M. Mercer Inc. in
New York. “Most employers have
discovered that unless they are do-

ing some kind of a severance plan,.

deferral of income results in a pen-
sion plan,” which, “as a practical
matter” is going to fall under feder-
al regulations, he explained.

The case is “very unusual,” said
Gary Howell, an attorney with
Gardner, Carton & Douglas in
Chicago. “If you read the facts of
the case and lay them against the
statute, you scratch your head and
say it does seem to meet the require-
ments” for a pension plan, he said.

Nancy Picard, an attorney with
the Metairie, La., firm Robein,
Urann & Lurye, which represented
the retirees, argued that the plan
was governed by ERISA and the
act’s rules require employers to set
aside funds to pay promised bene-
fits.

As for whether the vouchers were
simply gratuities, the fact that the
chain took tax deductions for the
amounts “was not consistent with a
gift,” she said. “Schwegmann treat-
ed the grocery vouchers the same
way they treated monetary retire-
ment benefits that were given to

certain employees. That indicated
that they considered it to be in-
come.”

An important part of the ruling
was that “retirement income” need
not be cash, Ms. Picard said.

Ms. Picard said the retiree class
totals around 200, but it is undeter-
mined as to whether all will be eli-
gible for payments if the ruling is
upheld. The plaintiffs are seeking
resumption of the vouchers or a
“monetary equivalent” of $216 per
month for life, plus back payments.
Ms. Picard said $4.1 million is a
rough estimate of the amount owed
to retirees in a cash equivalent, but

that could change if some class

members are deemed ineligible.
USF&G's attorney argued that its
coverage specifically excludes fidu-
ciary liability in Schwegmann’s
failure to keep up the vouchers.
“The court found that there was an
ERISA plan” and that there was a
breach of fiduciary responsibility,

said Howard Kaplan of Bernard,

Cassisa, Elliott & Davis in Metairie.
“For some reason, there was not one
word as to why the fiduciary liabili-
ty exclusion was not permitted.”

Mr. Kaplan said the insurance
covers only negligent acts commit-
ted in the course of administering
benefits. For example, it would re-
spond in a case in which an employ-
ee filed a health care claim only to
find that the benefits administrator
had neglected to enroll the employ-
eein a health plan.

At any rate, the coverage written
for Mr. Schwegmann carries a
$250,000 deductible, “meaning our
coverage doesn’t kick in until each
claim exeeeds $250,000,” Mr. Ka-
plan said. Even if coverage did ap-
ply, that would mean each retiree
claim would have to exceed that
amount before the insurer was on
the hook, he argued.

Mr. Howell said it is significant
that the judge ruled that fiduciary
duty was breached by the corporate
officers for “not funding a plan that
they didn’t know was a plan. That is
an important part of the ruling. The
court found a way to order some
pretty substantial relief.”

He said the ruling continues the
“trend of courts to find ways to give
make-whole remedies under
ERISA without having them char-
acterized as money damages.”

Mr. Gegenheimer is adamant that
the judge’s ruling concerning his
client is in error. “ERISA just does-
n’t apply in these situations,” he
said. “The judge inexplicably chose
to ignore that. I guess he just want-
ed to give these people money.”

Mr, Saveth warned employers
that “it’s hard to have an informal
retirement plan these days for the
rank-and-file - employees. So be
careful. There may be ways to ap-
proach it as a severance plan or
there may be ways to approach it as
an employee discount plan. But fry-
ing to have an informal retirement
plan can be trouble.”
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tomers with higher cost ratios than
those with healthier books of busi-
ness,” Ms. Zuraitis said. “I think
it’s going to be an individual-com-
pany answer.”

She added that St. Paul is al-
ready beginning to see rate hikes
lead to improved combined ratios
in many of its business segments.
Companywide, its statutory com-
bined ratio improved to 105.5% in
the first half, compared with
106.6% the year earlier.

Ms. Zuraitis also pointed to cost-
cutting efforts. “One of the things I
think you should be looking at, as
far as results, is the expense side of
the combined ratio equation. I
think that companies have been
spending an awful lot of time try-
ing to do more with less and using
traditional expense-cutting mea-
sures.”

The “next generation,” she said,
will include insurers that seek in-
novative ways to cut costs. “I think
that the current climate is going to
force some of that,” she said.

John L. Ward, of the Cincinnati-
based Ward Financial Group, said
the outlook for insurer profitability
“remains tough.”

On the positive side, he said, “the
rate of price increases is accelerat-
ing, and we're seeing companies
continuing to get 15%, 20% rate
hikes. So once those rate increases
make their way to the income
statements, that’ll be a substantial
plus for the industry.”

But on the down side, he added,
investment results “look like
they're going to have some prob-
lems going forward. Troubles in
the equity market have impacted
some insurers, but by far the bigger
concern is the rapid drop in inter-
est rates.”

Mr, Ward noted that many insur-
ers’ portfolios are heavily invested
in bonds. “A lot of companies are

finding their large fixed-income
portfolios maturing and going
back into the market at substan-
tially lower interest rates, and so
the concern there is that the pro-
jected core investment returns will
more than offset the favorable im-
pact of significant price increases.”

Apart from declining net income,
other findings from BTI's survey of
the first-half results of 19 major
commercial property/casualty in-
surers include:

® Net premiums written were

$47.04 billion, up 9.3% over the

first six months of 2000.

® The combined ratio was
111.2%, a deterioration from the
105.6% ratio a year ago.

@ Policyholder surplus for the 17
insurers that provided this data
was $49.88 billion as of June 30,
down 5.9% compared with a year
earlier.

“The industry’s having a hard
time taking their top-line gains
and moving it to the bottom line,
and I think it was crystallized with
the CNA results,” said Mr. Lewis,
who added: “I think CNA probably
experienced every possible prob-
lemn impacting the group.”

CNA posted a $1.47 billion loss
for the first half, which the insurer
said reflected reserve strengthen-
ing, a restructuring charge related
to information technology and re-
alized losses associated with cer-
tain subsidiary operations.

The U.S. property/casualty in-
dustry’s results in the half were
similar to 1985’s pattern when, in
the first full year of a pricing up-
turn, premiums were up but earn-
ings down, said Michael Smith, an
analyst with Bear Stearns in New
York. “What is manifesting itself
right now is the fundamental cause
for the up cycle—that is, balance
sheets have been so eroded they
now have to be rebuilt”—so the
benefits of price hikes are reflected
there rather than in the income
statement, he said.

“The problems that we are see-

ing among domestic P/C compa-
nies seem to be a classic sign of
where we are in the pricing cycle,
meaning that, now that prices are
increasing, a number of carriers
are taking some of the rate increas-
es to effectively shore up their bal-
ance sheet,” said Ken Zuckerberg,
vp in equity research at New York-
based Dresdner Kleinwort Wasser-
stein.

Todd Bault, a research analyst at
Sanford Bernstein & Co. in New
York, said first-half results seem to
have been “primarily driven by the
need to shore up inadequate loss
reserves.”

‘We don’t see any
reason why they
(double-digit rate
increases) won’t’
continue through
2003.

— Marita Zuraitis
The St. Paul Cos. Inc.

Based on his own reserve review,
Mr. Bault estimates the industry is
underreserved by $25 billion for
non-asbestos claims alone.

Various industry estimates have
pegged asbestos reserve inadequa-
cy at from $10 billion to $40 billion.

Asbestos claims are “like Jason
coming out of the grave,” said Mr.
Smith, referring to the “Friday the
13th"” series of horror movies. “We
all thought the asbestos problem
was ~aken care of years ago, and all
of a sudden, it’s back with a
vengeance.”

Mr., Ward pointed to problems
from catastrophe losses. “Most
companies would have reported
some modest improvement in their

fundamentals but for the increase
in cat losses,” he said.

“One of the unique things about
the cat losses is that, with the ex-
ception of Tropical Storm Allison,
most of the storms there were not
major ones. There were just many
small, regional storms, but it's in-
teresting how those storms seem to
find their way into explanations of
most companies’ results for the
quarter,” Mr. Ward said.

Meanwhile, there is disagree-
ment as to how long rate hikes are
likely to continue.

“We have seen double-digit price
increases throughout all 2002, and
we have said—and do believe—
those double-digit rate increases
will continue at least through
2003,” said St. Paul’s Ms. Zuraitis.

“We don't see any reason why
they won't,” she said. “Part of the
reason, I think, is that the upturn
has been much more gradual than
the last time.” The gradual upturn
means it will take prices longer to
catch up with loss costs, she ex-
plained.

But Mr, Lewis said that while he
believes the rate hikes may contin-
ue for another year, he doubts that
double-digit hikes will continue as
long as 2003. “In a soft, weak econ-
omy, I'm hard pressed to see poli-
cyholders continuing to be willing
to accept double-digit rate increas-
es, nor do I see the industry re-
maining that disciplined over time.
I still believe that their primary
emphasis is on gaining market
share, as opposed to disciplined
underwriting,” he said.

“Notwithstanding reserve issues
for asbestos and non-asbestos
claims, I think for 2002 we would
expect the firming rate environ-
ment to continue for commercial
lines,” said Matthew Coyle, direc-
tor at rating agency Standard &
Poor’s Corp. in New York. “But
thereafter we remain skeptical, be-
cause we don’t think employers are
going to be receptive to funding the
insurance companies’ pricing diffi-

culties, which could cause many
employers to seek alternative risk
coverages,” including retaining
their own risk and turning to cap-
tives, he said.

Insurers’ corporate clients are
“having difficulties achieving the
kind of earnings they need to keep
their constituents happy, which is
resulting in layoffs,” Mr. Coyle
added. As a result, he said, they are
seeking to streamline their insur-
ance costs.

The “wild card” for primary rate
hikes is the reinsurance industry,
which began to introduce hikes lat-
er and “has a lot further to go,”
said Adam Klauber, director of in-
vestment research at Chicago-
based Cochran, Caronia & Co.
Higher reinsurance rates may pres-
sure primary insurers to extend the
period during which they hike
rates, he said.

Meanwhile, property/casualty
stocks have not had a great year.
The insurer and reinsurer stocks
covered by the BI Stock Index ad-
vanced just 6.5% for the year to
date, as of Aug. 24.

“It's a cyclical industry,” and the
huge runup that the stocks had last
year “probably took into account
some of the recovery,” Mr. Lewis
said. “My concern is that if the in-
dustry can’t show the ability to
substantially improve its (return on
equity), either investors will get
tired of the sector” or other sectors
will begin to get healthier and in-
vestors will rotate out of insurer
stocks.

“My guess is a lot of the investors
out there are going to be in some-
what of a holding pattern until the
issue of reserves is resolved,” Mr.
Klauber said. The one thing in-
vestors hate is uncertainty, he
added.

But Mr. Smith said, “I think
we're in a replay of 1985, and in
1985 the stocks, after stumbling in
the third quarter, did quite well in
the fourth, and I think the same
will hold true this time.”
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Catch-up
Continued from page 1

bloyees must satisfy before they
zan make additional contribu-
ions. )

Under the tax law, before
naking a catch-up contribution,
an eligible employee first must
nake the maximum allowable
salary deferral. That amount is
511,000 next year.

The law allows employees to
nake catch-up contributions if
imits imposed by their 401(k)
blans, such as those than enable
blans to pass nondiscrimination
ests, prevent employees from
naking the maximum salary de-
‘errals.

For example, an eligible high-
y compensated employee can
lefer—in order for the 401(k)
olan to meet nondiscrimination
ests—a maximum of $8,000. In
hat employee’s case, he or she
2ould make a $1,000 catch-up
ontribution, assuming that in-
lividual deferred the full $8,000.

The problem with specific
olan requirements—and their
nterplay with catch-up contri-
>utions—is one of timing, bene-
it experts say.

Consider an employee who
lects both to defer 10% of pay
0 a 401(k) plan annually and to
sontribute about $83 in catch-up
ontributions each month to
-each a total $1,000 of catch-up
contributions for the plan year.
Then, in July, financial problems
orce the employee to stop mak-
ng salary deferrals for the re-
nainder of the year.

The new law does not address
vhether that employee was enti-
led to make the catch-up con-
ributions for the six months
vhen the 10% salary deferrals
vere made. If the catch-up con-
ributions would not be allowed,
he law does not address how to
reat the catch-up contributions
‘hat were made.

The new law also creates an-
sther potential contribution

timing problem for eligible em-
ployees. Many employers do not
complete  nondiscrimination
testing until the end of the plan
year or weeks later, after all de-
ferrals have been made and tab-
ulated. At that point, otherwise-
eligible employees may have
missed the end-of-plan-year
deadline for making catch-up
contributions.

“The year is over, and there no
longer is an opportunity to make
the contribution,” said Jesse
Yallof, a director of Unifi Net-
work’s outsourcing practice in
Fort Lee, N.J.

‘The law is general
enough that
guidance, through
well-drafted
regulations, could
solve the problems.’
— Peggy Howell

The Principal
Financial Group

Some experts say the answer
to these and other problems is
not to tie the ability to make
catch-up contributions to satis-
fying other current-year re-
quirements. Instead, in an ap-
proach suggested by Mercer’s
Mr. Kra and expected to be en-
dorsed by the American Acade-
my of Actuaries’ pension com-
mittee, older employees auto-
matically could make catch-up
contributions if they- satisfied
the law's requirements—such as
making the maximum salary de-
ferral—during the prior year.

With this “simpler” approach,
plan administrators would know
near the beginning of the plan
year whether eligible employees
could make catch-up contribu-
tions, Mr. Kra said.

Some experts endorse the
idea. “It is a wonderful, practi-
cal approach,” said Don Segal, a
senior vp with The Segal Co. in
New York.

“It is worthy of considera-

tion,” said David Wray, presi-
dent of The Profit
Sharing/401(k) Council of

America in Chicago.

Others are less supportive,
noting that some employees
could be hurt by it. For example,
an employee who did not make
the maximum salary deferral
during the prior year because of
financial problems would not be
able to make a catch-up contri-
bution the following year even if
his or her financial situation
were to improve.

Some experts suggest waiting
to see how much regulatory
guidance and clarification the
Treasury Department provides
in soon-to-be released regula-
tions before seeking congres-
sional intervention.

“The law is general enough
that guidance through well-
drafted regulations could solve
the problems,” said Peggy How-
ell, compliance consultant with
Des Moines, Iowa-based The
Principal Financial Group, the
nation's largest 401(k) plan ad-
ministrator.

Benefit managers say allowing
older employees to make catch-
up contributions represents
sound publie policy. “This is a
good law that helps employees,”
said Kevin Wilcox, director of
employee benefits at Allergan
Inc., an Irvine, Calif.-based pre-
scription drug manufacturer,

But benefit managers also are
anxiously awaiting guidance.
“We are waiting with bated
breath,” said Cindy Stolber,
benefits administrator with Lear
Corp. in Southfield, Mich., a

manufacturer of automotive in-

teriors.

Said Adele Kellman, a vp at
Aon Consulting in Somerset,
N.J., “The problems have to be
f1gured out real, real quick.” [El

WellPoint defections spur suit

Suit claims Aetna improperly recruiting WellPoint staff

NEW YORK—WellPoint Health
Networks Inc. is suing rival Aetna
ne. for raiding its corporate brain
rust.

The suit, filed Aug. 20 in US.
Distriet Court for the Southern Dis-
rict of New York, charges that Aet-
1a violated a non-
lire, nonsolicitation
igreement the two
*ompanies had en-
ered into last year
vhile negotiating a
bossible merger. The agreement,
lated Aug. 11, 2000, said neither
ompany would hire or solicit cer-
ain employees without the other’s
onsent for a period of one year, ac-
ording fo WellPoint’s complaint.

The suit seeks an injunction
against further hiring of employees
oy Aetna, as well as compensatory
lamages—including lost profits—
and attorneys’ fees.

On March 15, Hartford, Conn.-
based Aetna  hired Ronald
Williams, group president of Well-
Point’s large group division and
oresident of WellPoint’s Blue Cross
f California subsidiary. Mr.
Williams now serves as executive
7p and chief of health operations,

reporting directly to Aetna Presi-
dent and Chief Executive Officer
Dr. John W. Rowe.

Since he joined Aetna, Mr.
Williams has recruited other Well-
Point employees, many of whom
have proprietary information about

,Etna/w E Lfm NT.

the company’s operations, the com-
plaint charges.

“As an officer of WellPoint,
Williams acquired confidential in-
tormation and trade secrets con-
cerning WellPoint's operations, its
future plans and methods of doing
business, the identity of employees
and the compensation of its em-
ployees,” the suit states.

In fact, Aetna’s Dr. Rowe touted
the acquisition of such expertise
during a conference call with ana-

 lysts earlier this month, in which he

unveiled the company’s turnaround
plan, the suit states. “The company
has launched a vast management
overhaul,” Dr. Rowe said in the
call, adding that “the architect of

the management restructuring is
Ronald Williams.”

While at Thousand Qaks, Calif -
based WellPoint, Mr. Williams
worked closely with President and
CEO Leonard Schaeffer, whom
many in the health insurance in-
dustry consider one of the
most forward-thinking
and successful executives
in managed care.

In a prepared state-
ment, Aetna said: “We
were surprised and disappointed to
hear of this lawsuit by WellPoint,
given the fact that WellPoint raised
no objections when informed by
Mr. Williams of his intent to leave,
that WellPoint was able to fill his
position with a permanent replace-
ment immediately upon his depar-
ture, and that more than five
months have passed since he joined
Aetna.”

“While we disagree strongly with
WellPoint’s position, as reflected in
the complaint, we are particularly
offended by their allegations that
Mr. Williams has provided Aetna

with any proprietary information,”

the statement says.
—By Joanne Wojcik
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T3 720 TR 83 810 BAT 824 831
Base=100 on Dec. 29, 1978
Weekiy Year lo dale Year to date
Price % thange % change High Low  VMol.(000)
BROKERS
HAon Comp. NYS ar.is 346 847 42.31 2813 2830
Adhyr J. Gallagher & Co. NYS 26.51 <339 -18.67 3425 21.88 1593
Brown & Brown NYS 4423 -4.06 2637 50.69 26.25 303
Clark Bardes Holdings * NDQ 24.59 277 142.86 3330 725 57
E.W. Blanch Holdings Inc. NYS 1350 0.00 -22.58 29.50 6.70 0
Hilb, Rogal & Hamitton NYS 42,70 0.73 708 48.16 3375 129
Marsh & Melennan NYS 92.80 -6.49 -20.60 135.69 80.30 4430
Willis Group Holdings Lid. NYS 18.81 203 13.31 2020 15.50 883
BROKERS AVERAGE -268 17.28
INSURERS/REINSURERS
\
ACE Lid. NYS' 817 43 2184 4384 3158 5718
Accet Intemational Comp. NDQ 007 000 7842 0.58 0.06 0
Acceptance Insurance Cos,  NYS 585 758 13.33 6.84 370 71
AEGON N.V. NYS 3020 -289 2712 43.00 2592 6512
AFLAC Inc. NYS 2r.52 224 2375 37.47 23.38 6951
Allmerica Financial Corp. NYS 5327 0.60 -26.52 74.25 4830 1238
Alistaie Comp. NYS 3393 -165 -22.11 4590 29.00 11864
Ambac Financial Group NYS 5920 -1.40 152 64.00 4258 2182
Amernican Finandal Group NYS 23.42 -1.60 -11.83 .75 18.69 420
American General NYS 44.55 0.54 933 47.44 3366 8321
American Inl Group NYS 7820 1.30 -20.66 103.75 72,64 45020
American Safety Insurance NYS 1010 1.00 8490 1036 325 10
Amonat Group NDQ 1759 742 -16.24 2125 1350 130
AXAAJAP Group NYS 2155 <7.24 -2327 38.09 2458 1008
Baldwin & Lyons Inc. NDQ 2215 -1354 -4.73 28.75 18.38 10
Berkdey W.R, Com, NDQ 3810 480 -19.26 4875 25.75 309
Berkshire Hathaway Inc. NYS  59400.00 057 -225 7450000 5350000 1
Capitol Transamerica Corp. NAS 1628 0.06 3089 16.50 10.31 48
Chubb Com. NYS 67,50 233 -21.97 90.25 63.30 2938
Cincinnati Financial Corp, NYS 4000 -5.06 R 42.92 32.56 1273
Citigroup NYS 45.80 -5.18 -10.31 59.06 39.00 55576
CNA Financial Comp. NYS 27T 351 -28.34 41.00 27.70 1888
CNA Surety NYS 14,05 0.00 -140 14.70 1063 38
EMC Insurance Group Inc. NDQ 14.00 219 19.15 15.86 925 8
£5G Re Limited NDQ 340 6.34 8441 4.00 172 31
Everest Reinsurance NYS 64.90 -201 -9.39 75.50 89.75 1940
Fremont General Com, NYS 586 -5.33 108.36 6.97 1.50 638
Gainsco Inc. NYS 1.40 6.67 -46.67 425 1.10 130
Harleysville Group NDQ 2425 -9.31 -17.09 30.63 18.52 28
HCC Insurance Holdings NYS 2522 067 £$.38 2966 17.63 a7
ING Groep N.V. NYS 31.68 585 -20.82 41.87 27.92 920
1PC Holdings Lid. NDQ 24.09 520 14.71 25.05 16.25 80
Hartlord Financial Services NYS 64.80 -228 825 80.00 53.50 2793
John Hancock Fin, Services  NYS 3995 -1.31 6.18 42.00 24.56 4488
Lincoln Natonal NYS 49,86 -267 538 56.38 38.00 2081
Marke! Corp. NYS 184.92 -3.89 217 207.47 133,50 150
MBIA Insurance Group NYS 54.01 427 930 57.49 40.05 2189
Meadowbrock Insur. Group NYS 325 317 -60.00 B.38 245 33
MetLife NYS 30.50 033 -12.86 36.63 23.38 8562
Mutual Risk Mgml. Ltd, NYS 10.56 -1.58 -3047 2356 3.40 838
Navigators Group NDQ 18.10 0.04 4347 20.86 10.63 5
NYMagic Inc. NYS 20.00 0.00 596 2270 14.13 &
Ohio Casualty Corp. NDQ 13.81 029 38.10 14.34 6.13 870
Old Republic Int1 NYS 26.85 -4.58 -16.09 32086 21.25 2547
Pariner Re Ltd. NYS 49.35 -1.89 -18.10 62.50 41,69 513
Penr-America Group Ine. NYS 10.00 099 31.156 10,60 689 g
PMA Capital Comparation NDQ 18.00 -1.40 435 18.84 15.19 85
Philadeiphia Cons. Holding NDQ 29.80 8.00 -348 37.50 16.44 541
ProAssurance NYS 18,08 635 834 19.25 11.75 123
PXRE Com. NYS 16.88 1.08 003 20.10 12.56 97
RenaissanceRg Holdings Lid,.  NYS 7135 -2.82 -8.89 84.19 47.63 275
RLI Comp. NYS 44,68 0.85 002 46.16 37.44 53
St Paul Cos. NYS 4203 -4.37 2261 57.00 39.58 4323
SCOR NYS 4540 1.23 9.65 53.75 4050 12
SAFECO Com. NDQ 30.08 -1.05 -850 35.688 2150 2480
SCPIE Holdings Inc. NYS 2103 £61 -10.98 3140 17.78 NA
Seibels Bruce Group NDQ 274 301 3B7.11 325 0.85 <
Selective Ins. Group NDQ 2512 517 359 2822 15.25 235
Taokio Marine & Fire NDQ 5211 091 858 58.25 45.10 102
Torghmark Corp. NYS 4224 ~1.88 889 43.25 26.81 2380
Transatiantc Holdings NYS 73.35 -1.98 392 84.16 57.80 70
Trenwick Group Ltd. NYS 14.09 -5.75 4329 2713 13.90 572
Unico American Corp. NDQ 625 234 . 638 1.7 527 5
United Fire & Casualty NDQ 2847 -1.45 4415 34.52 16.19 16
Unitrin NYS 36.80 552 842 41.84 2925 380
UNUM Cormp. NYS 2802 -1.88 4.26 3375 2031 2693
Vesia Insurance Co, NYS 1167 1374 13052 1185 425 1308
XL Capital Ltd. NYS 83.00 587 501 89.25 64.88 18404
Zenith National Ins. NYS 30.00 1.01 213 3070 2000 41
INSURERS/REINSURERS ~ AVERAGE -1.65 520
MANAGED CARE ORGANIZATIONS
Aeina inc. NYS 2990 £33 2718 4269 2302 2769
CIGNA Comp. NYS 90.00 .08 3187 136.75 86.48 2835
Health Net Inc, NYS 1887 086 -27.94 2694 15.56 2403
Humana inc. NYS 12.00 0.00 -21.31 1581 813 3130
Oxtord Heatth Plans NYS 2685 -4.58 3208 3206 2125 2547
Pacificare Health Sys. NDQ - 1470 0.00 -2.00 56.13 9.81 1589
Siemra Health Senvices NYS 10.00 -1.96 163.16 11.18 275 584
United HeatthGroup NYS 68.06 0.07 10,89 70.00 44.84 2667
Welipoint Health Netwarks NYS 106.48 Q.47 -7.61 121.50 81.66 2708
MANAGED CARE AVERAGE 074 267
ALL COMPANIES -1.69 838
Top advancing issues: Vesta Insurance Co., Acceptance Insurance Cos., Pro Assurance, XL Capital Lid,, IPC
Holdings Ltd. Leading decfiners: Baldwin & Lyons Inc., Harleyville Group, Philadelphia Cons. Holdings, Argonaut
Group, AXA-UAP Group. Most active issues: Citigroup, American Intemational Group, XL Capital Ltd., Allstate
Corp., United HealthGroup. The B/ index fell 0.42%; the Dow Jones 30 Industrials fell 4.54%; the S&P 500 fell
4.33%; and the NYSE Composite dropped 3.41%. Average P/E: Brokers, 25.41% Insurers/reinsurers, 21.26%;
and managed care companies; 18.19%.
Source; CNET Investor (investor.cnet.com) Boulder, Colo.




They do not write the stories of those who playzd it safe. But that doesn't mean you should leap blindly, either. You cen go

after your idea with fiery determination, armed with the confidence of knowing you have chosen a business partner wisely.

One with enormous resources. Vast imagination. One with the flexibility to custom-tailor solutions, no matter what the
risk, no matter where the risk. Even if it's some crazy idea, like walking on the moon. So the next time you fezal like

trying something nobody has tried before, look no further than the organization that helps launch big ideas every day.

AIG




