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In Brief

Alterra sets up
reinsurance sidecar

Alterra Capital Holdings Ltd.
has established a sidecar with
up to $200 million in capital to
provide property catastrophe
reinsurance capacity in the
wake the recent string of
catastrophe losses. Alterra is
forming the sidecar, called New
Point 1V, in conjunction with
global private equity firm Stone
Point Capital L.L.C. Each
company has agreed to provide
up to $100 million to capitalize
the new venture.

U.S. P/C rates
down 4% in March

Commercial property/casualty
rates dropped an average of 4%
in March in the United States
after dropping 5% the previous
four months, electronic
insurance exchange
MarketScout reported. Several
lines of coverage tracked by the
firm—including workers

See IN BRIEF page 21

WORKERS COMPENSATION

California comp
near crisis point?

Several forces erode
system cost savings
from earlier reforms

By ROBERTO CENICEROS

SACRAMENTO, Calif.—A rating
bureau revelation that California’s
pure premium rates are inade-
quate by 40% is a sign that the
state’s workers compensation sys-
tem once again is headed toward
rough times, observers said.

Litigation, lien filings, legal rul-
ings and pharmaceutical dispens-
ing practices have eroded cost sav-
ings that California employers
gained from landmark reforms
adopted in 2003 and 2004, push-
ing workers comp medical
expenses above pre-reform levels,
they added.

“The workers comp market in
terms of insurers is on the cusp of
very challenging times,” said Mark
Sektnan, president of the Sacra-
mento-based Assn. of California
Insurance Cos., an affiliate of the
Property Casualty Insurers Assn. of
America. “Remember the reforms
are seven years old. It's difficult
within the system (for insurers) to
figure out how to make money.”

The reforms arrested workers

comp medical expenses for a time,
but costs since then have risen to
pre-reform levels, according to a
report last month by the Oakland-
based California Workers’ Com-
pensation Institute.

Meanwhile, the losses amid a
competitive insurance market also
are weighing on self-insured
employers and insurer results,
observers said.

California workers comp insur-
ers’ combined ratio reached 127%
for accident year 2009, according
to the latest Workers’” Compensa-
tion Insurance Rating Bureau data
available.

It's against that backdrop that
the WCIRB repeatedly has sought
a pure premium rate hike,
observers said.

At the start of the month, the
WCIRB’s  actuarial committee
revealed “significant pure premium
rate inadequacy” and found that
insurers’ experience deteriorated
more than 10% since former Insur-
ance Commissioner Steve Poizner
rejected the bureau’s Jan. 1 filing for
a 27.7% pure premium increase.

But last week, the WCIRB backed
off formally recommending a 40%
pure premium rate increase.

The  WCIRB’s  governing

See COMP page 18

CYBER RISKS

Data breach at Epsilon underscores key cyber risk

By JUDY GREENWALD

Companies received another
wake-up call about the dangers of
data breaches when hackers

obtained the names and email
addresses of customers of dozens
of businesses, but observers say
the companies involved are han-
dling the situation well.
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It still is unknown how the
March 30 breach involving data
maintained by Dallas-based
Epsilon Data Management L.L.C.
was accomplished; how much
damage will result; and what par-
ties, if any, will be held liable.

Epsilon said only 2% of its
database had been invaded, but

dozens of major companies across
a variety of industries responded by
emailing their customers to notify
them of the breach. The compa-
nies include Citigroup Inc., Capital
One Financial Corp., JPMorgan
Chase & Co., 1-800-Flowers.com
Inc., Best Buy Co. Inc., L.L. Bean
Inc. and Target Corp.

Observers say the most likely
danger from the breach is “phish-
ing” attacks, where hackers send
emails to company customers in
an effort to obtain financial and
other personal data.

A “phishing” email “really does

See EPSILON page 21
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SUPPLY CHAIN CHAOS: Business
Insurance's recent webcast dealing
with business interruption issues in
the wake of Japan's earthquake is
now available on demand. To view
“Supply Chain Crisis: Business Inter-
ruption Coverage and Claims After the
Japanese Earthquake,” register at
www.Businessinsurance.com/webcasts.
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U.K. bribery law expands corporate exposures

Government sets out
expectations to firms

on risk assessments
By SARAH VEYSEY

LONDON—Businesses that operate
in the United Kingdom should
have a risk assessment process in
place to address bribery risks and
avoid penalties under an updated
U.K. anti-corruption law that goes
into effect July 1, experts say.

The U.K. Ministry of Justice
published guidance on the Bribery
Act approved last year, which
updates and replaces bribery laws
dating back to 1889.

Aside from offenses that could
result in an individual or compa-
ny being found guilty of bribery

previously, the new law adds the
offenses of offering or receiving a
bribe, bribing a foreign public offi-
cial and even failing to prevent a
bribe being paid on an organiza-
tion’s behalf.

The scope of the law extends
not only to employees, agents or
subsidiaries of a company but also
to cases where bribery committed
by or on behalf of suppliers and
joint ventures directly benefits the
company. It also applies to any act
of bribery committed anywhere in
the world by, or on behalf of, a
company that carries out business
in the United Kingdom.

While corporate hospitality is
allowed under the law, companies
must be able to demonstrate that
such hospitality is bona fide, a

See BRIBERY page 20

KEY DIFFERENCES

Major differences between the U.K. Bribery Act and the U.S. Foreign Corrupt Practices Act

SCOPE

BRIBERY ACT

Relates to bribery of foreign public officials
and any other bribery made to gain a business
advantage by companies, individuals, senior
officers; covers a company's failure to
prevent bribery by an associated person, such
as an agent, on its behalf

FCPA

Relates to bribery of foreign public officials
by companies and individuals

FACILITATION PAYMENTS

Outlaws facilitation payments

Allows facilitation payments in certain
circumstances

MAXIMUM PENALTIES

Source: Clyde & Co. L.L.P.

10 years in jail plus unlimited fine for
individuals; unlimited fines for companies

Five years in jail plus fine of $250,000 for
individuals; $2 million per violation for

companies

CATASTROPHES

Storm season
likely active,
forecasts say

Colorado State team
expects 9 hurricanes,
five of them ‘major’

By JEFF CASALE

This year’s Atlantic hurricane
season is likely to feature above-
average activity, forecasters said
last week.

Colorado State University’s
Tropical Meteorology Project last
Thursday projected there will be
16 named storms in the Atlantic
basin this season—down from
the 17 it predicted in its Decem-
ber forecast—with nine of those
storms becoming hurricanes.

Of the hurricanes, five are
expected to reach “major” status,
which means a Category 3 or
higher storm.

Further, CSU meteorologists
said there is a 72% probability
that at least one major storm will
make landfall in the United
States.

CSU said in its report that this
year’s hurricane season will have
“significantly” more activity
than the average season from
1950-2000. CSU’s Tropical Mete-
orology Project has been making
hurricane forecasts for 28 years.

Based on the history of the
Atlantic basin cycle, active hurri-
cane seasons are expected to con-
tinue for another decade or two,
CSU meteorologists wrote in the
report, after which the Atlantic
“should enter a quieter hurricane

Projected number of named
storms in the Atlantic basin
this season—down from the
17 predicted in the December
forecast of Colorado State
University’'s Tropical
Meteorology Project.

Of the 16 storms, nine are
projected to become
hurricanes

Of nine hurricanes, five are
expected to reach “major”
status, which means a

Category 3 or higher storm.

period” as experienced during
the 1970-1994 period.
Meanwhile, London-based

Tropical Storm Risk last week
said that, based on current and
projected climate indicators,
there is a 55% chance that activ-
ity in the Atlantic basin will be
one of busiest historically.

In its forecast, TSR said there is
a 59% probability that a hurri-
cane will make landfall in the
United States.

HEALTH CARE REFORM

Congress approves
health reform twea

Repeal of 1099 rule
eliminates burden

for small employers
By JERRY GEISEL

WASHINGTON—Final congression-
al passage of legislation last week
to repeal a much-criticized health
care reform law reporting provi-
sion is the first change legislators
have made to the law.

It also may be the last change to
the Patient Protection and Afford-
able Care Act for a while, Wash-
ington benefit observers say.

The repeal legislation, H.R. 4,
involves a requirement that
employers doing more than $600
in business with a corporate ven-
dor furnish Form 1099 state-
ments.

Small employers, in particular,
complained that the burden
imposed by the reporting provi-
sion, which had been scheduled
to go into effect in 2012, was too
great. Their arguments won over

congressional Republicans,
Democrats and the Obama
administration.

“This one really hit the small-
business community. Neither par-
ty wanted to be the one to add to
small employers’ administrative
burden,” said Chantel Sheaks, a
principal in the Washington
office of Buck Consultants L.L.C.

Aiding the Form 1099 repeal
drive was that it was not directly
related to core elements of PPACA,
which include employer and indi-
vidual mandates and extending

federal premium subsidies to the
lower-income uninsured.

“It is unlikely that we will see
further changes, and that the
repeal of the 1099 provision may
have been a pretty unique circum-
stance since it was one that had
broad bipartisan support, the sup-
port of the president and really
was not a health policy provi-
sion,” said Paul Dennett, senior
vp-health care reform with the

Chantel Sheaks,
Buck Consultants L.L.C.

American Benefits Council in
Washington.

While repealing the reporting
provision was noncontroversial, it
still took lawmakers about five
months to agree on a final bill, a
sign of how difficult it has become
to pass any legislation amid
intense partisanship.

Lawmakers “can’t even agree on
how to fund the government
through the end of the year. How

See 1099 page 20
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EMERGING LIABILITIES

Bumpy ride for businesses
amid global changes in risk

Economic crises,
political instability
add to ‘turbulence’

By RODD ZOLKOS

CHICAGO—To preserve the value
of their businesses, companies
must recognize emerging and
evolving exposures and under-
stand the “turbulence” that can
produce additional business risks,
according to a group of experts
gathered recently to discuss some
of those exposures.

Opening this year’s Hays Cos.’
Symposium in Chicago, Walter
Kerr, president and CEO of Hays

Cos. of Illinois, said, “There are a
lot of things that can hurt a com-
pany beyond those that are tradi-
tionally insured.”

Providing the gathering’s
keynote remarks, economist,
author and private equity investor
John Rutledge stressed the impor-
tance of understanding the role of
“turbulence” in creating business
risks.

An accelerating pace of change
around the world is creating the
turbulence, said Mr. Rutledge,
chairman of Rutledge Capital
L.L.C. in Greenwich, Conn. Exam-
ples include terrorism, war, eco-
nomic and financial crises, protec-
tionist regulations, political and
social instability as well as general

fear, he said.

Government deficits and exces-
sive debt burdens, the recent
Japanese earthquake, revolutions
in the Middle East, and relations
between China and the United
States are other examples of turbu-
lence, Mr. Rutledge said.

“In the world we're operating in
today, turbulence happens,” he
said, adding that “turbulence is
very hard on organized systems”
and must be managed. The chal-
lenge is to find a way to protect a
business against a collection of
risks that cannot be enumerated.

Symposium panelists discussed
a variety of risks, their potential
impact and steps that businesses
should take to address them.

REUTERS

The recent Japanese earthquake and tsunami are among the examples of
turbulence around the world highlighted at the Hays Cos.’ Symposium.
Experts say this turbulence, along with an accelerating pace of change, is

creating business risks.

Discussing weather risks, Robert
Drelich, director at Swiss Re Finan-
cial Services Corp. in New York,
said a combination of weather-
based volumetric and price risks
can hurt many organizations. “For
many commodities, the demand

for them is influenced by the
weather, as is the price for them,”
Mr. Drelich said.

However, he said, various
weather risks can be mitigated by

See GLOBAL page 6
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Submit nominations
for benefits award

Know an outstanding professional employee benefit
manager? Nominate him or her for Business Insurance's
2011 Benefit Manager of the Year Award.

Bl's Benefit Manager of the Year award recognizes
excellence in administering employee benefits programs.
The highest-scoring candidate selected by an indepen-
dent panel of judges is named the Benefit Manager of the

Year.

The criteria on which candidates are judged are how

well a benefit manager:

m Innovatively and effectively applies benefit pro-
grams to solve one or more major problems for his

or her organization.

Exhibits leadership in achieving change within his or
her organization.

Skillfully uses technology to administer benefit pro-
grams and/or identify and address major problems
such as health care cost drivers.

Establishes and/or leads an effective benefit com-
munication strategy to inform employees of benefit

program changes.

Develops in his or her career and promotes the
advancement of the benefit profession.

The nomination deadline is April 25. A profile of the
winner will appear in the June 27 issue.
For more information, visit www.Businessinsurance.com.

CATASTROPHES

Losses halt decline in energy rates

By MICHAEL BRADFORD

The earthquake and tsunami in
Japan as well as claims related to
two major losses in Canada and
the North Sea have halted the
slide in energy insurance prices,
Willis Group Holdings P.L.C. said
in a report.

However, the losses may not
be enough to dampen competi-

tion among energy insurers in a
“relatively profitable sector,”
according to the annual “Willis
Energy Market Review,” released
at a conference sponsored by
the broker in last week San
Antonio.

Capacity in the energy market
is at an all-time high of $4.3 bil-
lion for upstream risks and a 10-
year high of $3.7 billion for down-

stream risks, the report said.

Claims from the disaster in
Japan, losses amounting to more
than $1 billion from a fire at a
Canadian oil sands operation this
year and the loss of Maersk Oil’s
Gryphon oil and gas installation
in the North Sea estimated at $800
million have stopped the decline
in energy insurance prices, the
report notes.

RISK MANAGEMENT

Property retrofits can cut premiums

While property upgrades often
are driven by building codes
and insurance requirements,
proactive retrofitting can
reduce insurance costs during
the property’s lifetime, partici-
pants said during a Business
Insurance webcast last week.
The first step in a beneficial
retrofit project is performing

Both speakers emphasized
that building upgrades should
be viewed as long-term invest-
ments to increase value rather
than a short-term way to
shave insurance costs in time
for an upcoming renewal.

They also urged risk man-
agers not to wait until the
market hardens to consider

an assessment that takes into
consideration the hazard risk
inventory, drivers of maxi-
mum loss potentials and the cost
of improvements compared with
anticipated savings, said Robert J.
Smith Jr.,, managing director,
global property risk consulting
practice leader at Marsh Inc. in
Chicago during the BI webcast
“Get Retrofit: Insurance Savings
from Property Upgrades.”

“We all know how organiza-
tions are moving towards a more
holistic view of risk,” Janice
Ochenkowski, managing director
and head of risk management at
Jones Lang LaSalle Inc. in Chica-
go, said during the webcast. “If we

Mr. Smith

Ms. Ochenkowski

take an enterprise view, we can
think of retrofitting not only to
minimize loss in the event of a
catastrophe,” but also to “enhance
the safety and operational climate
for employees and visitors, and to
increase the value of the property
as well as the potential for profit at
the time of a sale.”

While there is no documenta-
tion yet that green buildings have
lower insurance premiums, state-
of-the-art infrastructure can reduce
liability, health and workers com-
pensation claims, which reduce
overall insurance costs.

retrofits because they will
increase their costs if they
begin a project after premi-
ums already have begun to
increase.

“Projects may take weeks or
months to complete,” Ms.
Ochenkowski said. “And, of
course, it is only when the project
is completed that you will realize
any reduction in your insurance
premium.”

Business Insurance Senior Editor
Michael Bradford moderated the
webcast.

To view the 60-minute webcast,
go to www.businessinsurance.com/
webcasts.

—By Mallory Gillikin
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Global: Bumpy ride for
businesses amid change

CONTINUED FROM PAGE 4

using different types of insurance,
including derivatives.

Political events raise a variety of
possible exposures. Expropriation
of a foreign enterprise “can be
seen as a catastrophic peril,” said
Toby Vass, senior underwriter in
the political risk and credit divi-
sion of ACE Global Markets in
New York.

Political changes can happen
quickly, he said. “Standing here
today, we have absolutely no idea
what the attitudes of governments
in the Middle East will be to
investors in 12 months’ time,” he
said.

Embargoes can raise exposures
such as frustration of sales con-
tracts, loss of inventory, loss of
fixed assets or supply chain losses.
And political violence and war
also can lead to physical damage
to assets, business interruption,
forced abandonment of assets,
supply chain losses and other
exposures, while overseas opera-
tions also can be at risk of curren-
cy inconvertibility.

Political risk insurance is avail-
able to address those exposures,
however, and despite global
events, “The market is pretty soft
at the moment,” Mr. Vass said,
adding that the market also has
gotten more flexible in the prod-
ucts available.

But, he cautioned, “Don’t wait
for a crisis to happen before you
purchase it,” adding that buyers

should take a long-term view
toward the product, as insurers are
unlikely to renew expiring policies
as conditions in a country are
deteriorating.

Cyber risk not only is an
emerging risk, it's an evolving
one, too, said Mike Phillips,
senior vp, U.S. commercial errors
and omissions at Torus Insurance

‘We're putting more and more
eggs into fewer and fewer
baskets, and the big problem
is that many of these baskets
happen to be in undesirable
parts of the world.’

Eric P. Jones,
Factory Mutual Insurance Co.

Holdings Ltd. in Jersey City, N.J.

Cyber risk exposures can cause
reputational damage, said Rebecca
Pearson, professional and cyber
liability practice leader at Hays
Cos. in San Francisco.

In the face of those risks, com-
panies must identify their expo-
sures, establish privacy/security
policies and procedures, imple-
ment document retention plans
and disaster recovery plans, and
support their information tech-
nology budgets, Ms. Pearson said.

Insurance is available to help

companies address reputational
risk situations, but Justin White-
head, director at R.K. Harrison
Insurance Brokers Ltd. in London,
noted that in a practical sense, a
company’s reputation may be sal-
vaged only by the way it manages
a Crisis.

“What we as insurers can do is
insure the financial fallout from a
reputation situation,” said Ed
Mitchell, global practice leader,
product recall at XL Insurance in
London. But it doesn’t matter
how much insurance a company
buys; if it manages a reputation-
threatening situation poorly, it
still can go out of business, Mr.
Mitchell said.

An increased reliance on global
sourcing of commodities and
components leaves many compa-
nies with supply chains exposed
to the effects of turbulence.

“We're putting more and more
eggs into fewer and fewer baskets,
and the big problem is that many
of these baskets happen to be in
undesirable parts of the world,”
said Eric P. Jones, assistant vp and
manager of the Business Risk Con-
sulting Group at Factory Mutual
Insurance Co., which does busi-
ness as FM Global, in Plano,
Texas. In many instances, suppli-
ers are located in areas prone to
natural catastrophes, he said.

“You need to be able to under-
stand and identify these risks
and quantify them in very specif-
ic dollar terms,” Mr. Jones said. A
business/supplier impact analysis
should cut across organizational
silos to “get a full understanding
of what’s at stake,” he said,
adding that the goal is to under-
stand relationships and identify
dependencies.

Commentary

Washington’s problem
with moral hazards

A “moral hazard” arises when
someone who is at least partial-
ly protected against risk acts
differently than that person or
institution would have acted if
exposed to the full risk.

Stated another way, if some-
one doesn’t bear the full conse-
quences of their actions, they
may take riskier steps than if
they had to pick up the tab.

Just about everyone one in
the insurance industry under-
stands the concept of moral
hazard. It's too bad that not
everyone in Washington does.

Neil Barofsky, who recently
stepped down as special inspec-
tor general of the government’s
Troubled Asset Relief Program,
understands the full implica-
tions of moral hazard. He fears
that in its efforts to deal with
the financial crisis that almost
spun out of control in late
2008, the federal government
may have actually encouraged
some financial institutions to
become “too big to fail.”

Testifying before the House
Committee on Oversight and
Government Reform’s Subcom-
mittee on TARP, Financial Ser-
vices and Bailouts of Public and
Private Programs—and yes,
that’s the panel’s real name—
Mr. Barofsky had a warning for
lawmakers.

He said TARP’s “most
significant legacy” could
be that it exacerbated
problems posed by finan-
cial institutions deemed
too big to fail. The way
Treasury approached the
problems of faltering
institutions largely spared
executives, shareholders,
creditors and counterparties,
“reinforcing that not only
would the government bail out
the largest institutions, but
would do so in a manner that
would do little harm to the
responsible stakeholders.” In
other words, the government
may have inadvertently
encouraged bad behavior in
the future.

Mr. Barofsky, who appeared
before the subcommittee
March 30, his last day on the
job, said it’s too early to tell
whether the Dodd-Frank Wall
Street Reform and Consumer
Protection Act will “eventual-
ly rein in the moral hazard
problem.”

The bailout of the financial
services sector occurred amid
panic. But some things had to
be done, and done quickly, to
prevent a total crisis of confi-
dence and possibly a global
depression. Companies that
might otherwise have been
allowed to fail had their failure
been isolated instances were
propped up for fear the finan-
cial dominoes would topple.

MARK A.
HOFMANN

Senior Editor Mark A. Hofmann
can be reached at:
mhofimann@businessinsurance.com

The response to the crisis
reflected an understandable
belief that some institutions
were too big to fail, that their
collapse would create financial
black holes that would suck
other, healthier entities down
with them. Dodd-Frank was
intended to assure the too-big-
to-fail doctrine would never
again dictate federal policy.

But as Mr. Barofsky said, the
government’s actions in late
2008 could lead the executives
of some financial institutions
in the future to take risks with

Just about everyone one in the
insurance industry understands
the concept of moral hazard. It's
too bad that not everyone in

Washington does.
|

other people’s money that they
otherwise would not take,
because they believe that the
consequences they’ll suffer fall
far short of a corporate death
sentence. In fact, in his prepared
testimony, Mr. Barofsky called
“the continued existence of
institutions that are ‘too big to
fail'—an undeniable byproduct”
of Treasury’s use of TARP to
assure the markets during a time
of crisis that the government
would not let such entities fail—
“is a recipe for disaster.”

Mr. Barofsky said policy-
makers face two choices—
either break up institutions
deemed too big to fail or create
a structure assuring the market
that “they will be left to suffer
the full consequences of their
wanton risk-taking.”

Neither option may be par-
ticularly palatable. But given
the moral hazard inherent in
how the government respond-
ed to the financial crisis, we
can only hope that the cure
doesn’'t end up encouraging
the spread of the disease it was
meant to contain.
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sold inNew York are underwritten by Hartford Life Insurance Company. The home office of Hartford Life Insurance Company is Simsbury, CT. All property and casualty policies are underwritten by Hartford Fire Insurance Company, and its property and casualty affiliates, Hartford, CT. © 2011 The Hartford Financial Services Group, Inc, Hartford, T 06155. All Rights Reserved.
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OPINIONS

RIMS’ lobbying move
shows political savvy

THE RISK & INSURANCE Management Society Inc.’s decision to
create a political action committee demonstrates just how sophisti-
cated RIMS’ approach to Capitol Hill has become.

After all, it’s been only a little more than a decade since RIMS
members gathered at their first RIMS on the Hill legislative confer-
ence to learn how to make their case to Congress. The organiza-
tion’s new political action committee—RISK PAC—represents a log-
ical next step in the evolu-

tion of RIMS’ political RISK PAC gives RIMS

efforts.

Numerous special inter- members a place at the
ests vie for Congress’
attention at any given fable, a place they surely
time. After all, there are
thousands of trade and 1eed as lawmakers contend
professional associations
in the greater Washington
area alone. As veteran management 1SS14€S.
Washington observer Joel
Wood notes in this issue, I
“if you're not at the table,
you're on the menu.”

RISK PAC gives RIMS members a place at the table, a place they
surely need as lawmakers contend with several critical risk manage-
ment issues. Launching RISK PAC now puts RIMS in better position
to deal with crucial matters such as reauthorization of the federal
government’s terrorism insurance backstop program, a debate that
should begin long before the program’s 2014 sunset date.

Politics can be a risky business for all involved. The creation of
RISK PAC will help improve the odds that risk managers’ voices will
rise above the din of voices seeking lawmakers’ ears.

with several critical risk

Clearing up distortions
on retiree health subsidy

IN COMMENTS about a $5 billion early retiree health plan subsidy
program, Republicans and Democrats both are guilty of distortions.

Under the Early Retiree Reinsurance Program established by the
health care reform law, the government reimburses plan sponsors
for 80% of participants’ claims between $15,000 and $90,000.

One has to look no further than a news release by Republicans on
the House Energy and Commerce website to find distortions. It
describes the fund as one that was “crammed into the law without
scrutiny or congressional oversight” and a “boondoggle that is bar-
reling toward bankruptcy.”

In fact, the provision was in early versions of the legislation and
was well-reported then. We don't recall, though, congressional
Republicans specifically objecting to the early retiree provision at
that time.

On the bankruptcy allegation, Congress appropriated $5 billion
for the program and $5 billion will be distributed. That is not
bankruptcy.

But Democrats also have distorted the facts. One starts with the
program'’s end date—Dec. 31, 2013—set by the law. That created an
expectation that the money would last until then. But because $1.8
billion already has been distributed since last fall, we wouldn't be
surprised if the money is gone by the end of this year.

The biggest question we have is, was this program the best use of
government money? Why should there be subsidies for employer-
sponsored early retiree health care plans when retirees without such
coverage get nothing?

That is a question congressional Democrats and the Obama
administration have yet to answer.

WRITE

Business Insurance welcomes
letters to the editor. The section
is intended 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 Insurance

360 N. Michigan Ave.
Chicago, Ill. 60601-3806

fax: 312-280-3174, email:
gsouter@businessinsurance.com

VOTE

in the B/ Online Poll at
www.businessinsurance.com

THIS WEEK'S RESULTS
Should states use the
same regulatory body to

oversee banks and insurers?

I

NEXT WEEK'S QUESTION
Have you been told that
your personal information has
been compromised by a data
breach in the past year?

PERSPECTIVES

Perspectives and expert analysis online at
www.businessinsurance.com/section/perspectives

Contribute your
expert opinions
and knowledge

Business Insurance accepts
articles from experts in
commercial insurance, risk
management and employee
benefits management for
publication in its Perspectives
section.

All articles for the Perspectives
page should address the
concerns of the corporate
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All authors must license
copyright on original articles
to Business Insurance.
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writing a Perspective, email
gsouter@businessinsurarce.com.
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Innovation
Awards

Innovative ways
to manage risk

10 honored for breakthrough tools

en companies are the winners of the second Business
Insurance Innovation Awards, a program recognizing

leadership and innovation in products and services for

SPOTLIGHT

professional risk managers. BI invited insurance and risk
management service providers to submit entries for the awards
program. An independent panel of judges, comprising s z o
professional risk managers, selected the Innovation Award T H E WI N N E R r 11
winners by scoring entries on the basis of originality, relevance,
problem-solving and ease of
use. Judges for the 2011 Aon Corp. LAMBDA: Litigation Analysis,
Innovation Awards were: Julie Management & Benchmarking of Defense Attorneys
Bean of Duchossois Group Inc.,
Ron Cooley of W.W. Grainger
Inc., Terry Sampson of the Art
Institute of Chicago, Cindy Slubowski of Kraft Foods Inc. and
Amy Templeton of Komatsu America Corp. The awards were Medcore Inc. Medcor Injury Triage Service
presented at a dinner March 14 at the Waldorf=Astoria hotel

in New York in conjunction with the Risk Management
Summit. Spring Consulting Group L.L.C.  Program for Alternative Funding of
Employee and Retiree Benefits

Chubb Group of Insurance Cos.  WORLDcert

We profile the winning entries in this issue. Over the next
several months, we will examine the root problems that these
products address and assess available risk management options. Zurich Global Corporate Supply Chain Risk Assessment and Insurance

For more information on the Innovation Awards and to
view video coverage and a slideshow of the event, please visit

www.BusinessInsurance.com/InnovationAwards.

NEXT SPOTLIGHT April 18: RIMS Conference Preview
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ACE GROUP OF COS.

ACE Worldview users can access local policies and insurance certificates,
ACE's proprietary research tools also used by its staff, claims bulletins,
the insurer's loss information system and other information.

ACE Group of Cos.

Risk managers with global
insurance programs have a
solution to the historical problem
of quickly accessing far-flung
details on their coverage and
exposures.

ACE Group of Cos.” Web-based
portal, ACE Worldview, provides a
window into key aspects of multi-
national insurance programs that
can be viewed anytime from a
desktop or laptop computer.

The system’s value in address-
ing a risk management concern
has earned it a 2011 Innovation
Award from Business Insurance.

Launched last year, Worldview
is a multiyear effort that pro-
duced a system allowing risk
managers and brokers to access
much of the information related
to a policyholder’s multinational
programs that traditionally was

© Allianz SE, Germany
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risk, yov need
to get” aut™ From
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Timothy Benson, ACE Group of Cos.
I

kept only on ACE's internal sys-
tems, said Timothy Benson,
Wilmington, Del.-based senior
vp with ACE’s multinational
client group.

Worldview users can access
local policies and insurance certifi-
cates, ACE’s proprietary research
tools also used by its staff, claims
bulletins, the insurer’s loss infor-
mation system and other informa-
tion.

Various applications and report-
ing tools allow risk managers to
track policy issuance, run custom
reports, review status comments
and set email alerts to be triggered
when activities related to the
account occur.

Worldview is used by more
than 150 multinationals and their
brokers.

The system gives risk managers
“instantaneous access to policies
in all multinational programs at
the touch of a button,” Mr. Ben-
son said. There can be dozens of
policies for some multinationals,
he said.

“If you had asked me to gather
policies for 40 countries, it could
have been a three- to four-month
exercise” before Worldview was
developed, Mr. Benson said.
“Worldview provides instant
access.”

Using the system is easy for risk
managers and brokers who don’t
need to access it daily, Mr. Benson
said.

“That was one of our main
goals, because we know users are
not going to be in it every day to
check the programs,” he said. “But
when they need it, they can go in
and, with two or three clicks, find
their policy, print it, save it” or
perform other tasks, Mr. Benson
said.

ACE expects to expand World-
view to its domestic accounts in
about a year, giving risk managers
and brokers the same access to
information that is available to
multinational clients, Mr. Benson
said.

Worldview gives users contact
information for the U.S.-based
team involved in their multina-
tional programs.

In about three months, it will
be expanded to provide the same
information for every ACE office
involved in a multinational pro-
gram—regardless of where it is
located in the world, said Mr. Ben-
son.

“Business doesn’t begin and
end at 9 am. and 6 p.m. Eastern
time,” said Mr. Benson. “Risk
managers can get a call at any
time of day” on a problem they
need to address, and that’s when
they need contact information for
the ACE team where their risks are
located, he said.

—By Michael Bradford
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Aon Corp.

LAMBDA: Litigation
Analysis, Management
& Benchmarking

of Defense Attorneys

Aon Corp.'s Litigation Anal-
ysis, Management
& Benchmarking of Defense
Attorneys is a litigation man-
agement tool that helps risk
managers control their total
cost of risk by modeling litiga-
tion outcomes and optimizing
defense attorney selection.

Users of LAMBDA, a Busi-
ness Insurance Innovation
Award winner, can assess var-
ious factors that affect their
litigation costs and claims
outcomes, information that
Aon says also can help reduce
litigation frequency. The tool
further helps risk managers
control risks by ranking and
benchmarking the perfor-
mance of defense attorney
firms.

According to Chicago-
based Aon, LAMBDA's actu-
arially developed predictive
modeling component yields a
robust picture of expected lit-
igation-related loss costs, as
well as the potential risk costs
associated with taking no
action to improve litigation
outcomes.

The assessment includes a
perspective on loss costs
associated with employing

defense firms that produce
poor results, and possible
scenarios showing how legal
panel changes might affect
ultimate retained losses.

LAMBDA's results are
organized into a progressive
visual report that provides a
high-level look at legal costs
relative to a company’s total
losses, as well as a more
detailed view of the relative
impact of variables such as
defense firms involved and
claim and employee demo-
graphics.

Since becoming available in
October, LAMBDA users have
realized projected retained
loss savings within single lines
of coverage and single juris-
dictions ranging from
$250,000 to $1.3 million per
year, $600,000 to $3.6 mil-
lion over three years, and $1.2
million to $6.5 million over
five years, Aon said.

“There was no objective
methodology to assess for
our clients how the attorneys
were performing,” said Kevin
Combes, director and lead
consultant at Aon Global Risk
Consulting. “So LAMBDA
really is a product that is
focused very much on helping
our clients understand how
litigation—all of the character-
istics of litigation—and then,
most importantly, how the
defense firms that they retain
on their panel perform rela-
tive to one another.”

—By Rodd Zolkos

Chartis Inc.
IntelliRisk Executive
Dashboard

he IntelliRisk Executive Dash-

board aggregates data about
claims worldwide, allowing insur-
ance buyers to look at everything
in one place before they drill
down for the details.

Alan Louison, Parsippany, N.J.-
based vp and senior information
officer at the property/casualty
unit of American International
Group Inc., said the idea arose a
couple of years ago when he began
working with large global cus-
tomers. Some clients would buy
hundreds or thousands of policies

covering their exposures. Howev-
er, when they needed information
about claims and other specifics,
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CHARTIS INC.

clients had to go back to the peo-
ple in individual countries who
had sold them the policies.

Chartis customers can compare
statistics about different countries,
such as claims data, using the
IntelliRisk Executive Dashboard.

Those customers wanted to
spend their time figuring out what
their claims data meant, not call-
ing several time zones in an effort
to get it. “It was readily apparent
that they needed the dashboard,”
Mr. Louison said.

His team and Pete Beyda, senior
vp/chief information officer at
Chartis, built a tool that rolled out
in November 2010 and consoli-
dated such information. Now,
Chartis customers can compare
statistics about different countries

See CHARTIS next page

A Travelers company.

IT’'S HOW WE BALANCE OUR PASSION FOR
ART AND OUR DEDICATION TO OUR CLIENTS.

At Discover Re, the pursuit of flawless execution is a way of life. That’s why we respond to
every deal, policy and agreement with energy and intelligence. And why we’ve invested in
creating a unique independent IT systems platform designed for alternative risk transfer
programs — not traditional insurance. It’s also why, unlike others, we are able to craft each
program on a customer-by-customer basis and still remain unmatched in our ability to
underwrite and process thousands of policies precisely and on time. We execute this way
for commercial programs across all 50 states and many classes and types of business, with
experience and confidence. To find out more about the ART-only provider who places a high
value on perfection, visit www.discover-re.com.

Unbundled ART: captives/deductibles/sirs/fronts
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Chartis

CONTINUED FROM PREVIOUS PAGE

using a global map on their
computers, iPads or smart-
phones.

That fresh approach has
earned Chartis a Business Insur-
ance Innovation Award for its
IntelliRisk Executive Dash-
board.

With it, users can click on a
location for details, such as
how many claims were paid
per line of business. Charts dis-
play other information, includ-
ing claims paid to date vs.
claims outstanding. Users also
can customize their dashboard,
such as adding industry links of
interest to them or special
instructions for their claims. A
top 10 module spotlights risk
concerns based on criteria cho-
sen by the customer.

So far, five clients are testing
the dashboard, Mr. Louison
said.

“We wanted to let things
settle and get their feedback
before we offered it to more”
customers, he said.

—By Sonja Ryst

Chubb Group of
Insurance Cos.

WORLDcert

hubb Group of Insurance

Cos. was looking to ease frus-
trations of life sciences clients
and simplify obtaining clinical
trial liability insurance when it
launched WORLDcert in July
2010.

The online WORLDcert system
allows drug and medical device
developers to secure required
insurance documentation for clin-
ical trials in a timely fashion, sav-
ing time and avoiding lost rev-
enue.

If a clinical trial is delayed
because a certificate of insurance
is unavailable, inaccurate or
incomplete, the time frame a
company has an exclusive patent
on its product is reduced, which
can cause lost revenue, Chubb
said.

“It was really the frustration of
our clients that was the key to the
development of this system,” said
Frank F. Goudsmit, vp and life sci-
ences international manager for

Chubb commercial insurance,
who proposed the online system
idea in fall 2008. “It led us to
invest in the development of the
system, because you want to be
able meet their needs...Risk man-
agers are able to maintain control
(of this process),” and satisfy
third-party ethics committees at

‘It was really the frustration
of our clients that was the
key to the development of
this system.’

Frank F. Goudsmit
Chubb Group of Insurance Cos.

hospitals or clinics worldwide and
avoid trial delays.

WORLDcert, available in 182
countries, allows life sciences
companies to access up-to-date
information about clinical insur-
ance regulations, receive clinical
trial liability insurance quotes,
bind coverage, and instantaneous-
ly issue or modify clinical trial cer-
tificates of insurance.

SPOTLIGHT

CHUBB GROUP OF INSURANCE COS.

The WORLDcert system allows drug and medical device developers to secure
required insurance documentation for clinical trials in a timely fashion.

“It is a true end-to-end solu-
tion,” Mr. Goudsmit said. “It
takes you step by step through
the process. It's not just a front-
end interface.”

Mr. Goudsmit’s WORDcert idea
was one of 600 ideas submitted
within Chubb. It was refined
through feedback from Chubb
employees as well as agents, bro-
kers and clients. He said the pro-

cess has been very rewarding and
he is optimistic the system will be
enhanced in years to come.

“It's very exciting and heart-
warming in getting external vali-
dation on the system,” Mr.
Goudsmit said. “It raises aware-
ness about the program within
the industry and helps with its vis-
ibility and future growth.”

—By Jeff Casale

Maximize your
enefits portfolio.

Meet Max.

Tap into the potential of a popular voluntary benefit.
VPI” Pet Insurance can strengthen your portfolio—
and your bottom line.

Marsh Risk
Consulting

Global Safety Excellence

Assessment
www.marsh.com

arsh Risk Consulting’s Global Safety Excellence Assess-

ment allows risk managers to gather and organize infor-
mation related to employee safety, product safety and sustain-
ability from operations worldwide, facilitating best practices in
safety and health management for their organization.

The idea for GSEA was hatched from Marsh Risk Consul-
tants’ clients and Marsh consultants who were seeking a prod-
uct to handle health and safety programs globally, said Joyce
Long, global leader of workforce strategies for the risk consult-
ing unit of Marsh & McLennan
Cos. Inc. in St. Louis.

“This included not only just
health and safety, but they also
were looking at their corporate
mission statements, their corporate
goals and objectives, which includ-
ed things like social accountability
and, of course, risk managers are
also concerned about brand and
reputation,” Ms. Long said.

“Many organizations now are
publishing...a mission statement
that reflects their social responsi-
bility initiatives,” said Colleen
Britz, ergonomics practice leader of
workforce strategies for Marsh Risk Consulting in Los Angeles.

Due to their involvement in environmental and employee
safety efforts, risk and safety managers often must comply with
corporate objectives, such as green initiatives, Ms. Britz said.

After two years in the making, Marsh consultants assessed
rules and regulations in various countries around the world to
create best practices in safety and health management, and then
found a technology platform to support the team’s assessment.

GSEA, a Business Insurance Innovation Award winner, works
by collecting data from an organization’s location or supplier
through a customizable risk assessment form. Once the loca-
tion or supplier responds, the risk manager can analyze the
data individually or in aggregate and chart the analysis. The
system also provides reports to risk managers measuring a loca-
tion’s performance and how key areas are performing, with the
ability to continuously measure and report on improvements.

The product was made available to risk managers in December.

—By Mike Tsikoudakis

¢ Highly requested voluntary benefit
* No cost to you or to your clients

* Employees receive a group discount
¢ Easy set-up

¢ No minimum enrollment

Upgrade your benefits portfolio today.
Contact us to start offering VPI Pet Insurance.

Ms. Long

VPl Pet Insurance
e nation’s oldest and largest pet insurance proviQe
petinsurance.com/bimag * 800-874-1520

Underwritten-by Veterinary-Pet Insurance. Company (CA) Brea, CA, National Casualty Company (all other states), Madison, WI, an A+15 rated company.
__©2011 Veterinary Pet Insurance Company. Nationwide Insurance is a sefvice mark of Nationwide Mutual Insurance Gompany. “11ADV12107h‘imag /
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Chartis delivers.

With a network providing claims
services to more than 45 million clients
in over 160 countries and jurisdictions, we
can respond swiftly and decisively to our clients’
claims resolutions needs. Let us do the same

for you. Learn more at www.chartisinsurance.com
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Your world, insured

All products are written by insurance company subsidiaries or affiliates of Chartis Inc.
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Medcor Inc.

Medcor Injury Triage Service
M edcor On-Line is a telephonic workers compensation med-
ical triage system that directs injured workers to the most
effective treatment.

The system, which received three U.S. patents in 2010 and a
Business Insurance Innovation Award this year, connects
employees and their supervisors by phone to nurse case man-
agers who use Medcor’s proprietary software to assess and pre-
scribe treatment for a variety of work-related injuries.

“The purpose is to provide
a clinical assessment of an
injury before a claim has
been filed,” said Curtis Smith,
executive vp at McHenry, Il1.-
based Medcor Inc. “We view
our triage as a vaccine for
unnecessary claims.”

An injured employee calls
in and speaks to a specially
trained nurse using Medcor’s
proprietary software, which
was developed in-house by
Medcor Chief Information
Officer Tim Sahouri using
medical algorithms written
by Tom Glimp, Medcor’s
chief medical officer.

When medical treatment is

. . .
We View our tfla(]e necessary, nurses direct work-
. ers to the appropriate level of

ds d vaccine for care at the nearest in-network
. [ facility. For less serious

lllllleceSSEII'V CIa"“s. injuries, nurses guide workers
Curtis Smith. Medcor Inc. Lr;rzhe use of first aid and self-
I In addition to assessing

individual injuries, the soft-

ware lets nurses assess and
prioritize multiple injuries occurring to a single employee. For
example, if an employee calls in after a fall that caused knee
and head injuries, nurses first will ask questions to rule out a
traumatic brain injury before moving on to questions about
the knee to rule out a serious injury there, Mr. Smith said.

The software, used by 700 employers at 80,000 worksites in
the United States, Australia, New Zealand and Singapore, helps
curb workers compensation costs by eliminating unnecessary
claims, Mr. Smith said. Based on Medcor’s experience, about
half of the workers who call the injury triage service ultimately
never file a workers compensation claim, he said.

The software also can be used as a loss control tool by pro-
viding data on incidents, injuries and causes that safety profes-
sionals can use to perform trend analysis, Mr. Smith said. Med-
cor On-Line also deters workers compensation fraud by record-
ing every conversation, he said.

—By Joanne Wojcik

Origami Risk
L.L.C.

Origami Risk

Origami Risk, by the company

of the same name, is a cloud-
based risk information system
that automates and manages risk
data, including claims, lawsuits,
exposures, values, policies, pro-
grams and locations, according to
Origami Risk L.L.C.

The system, which has been
honored with a Business Insurance
Innovation Award, allows risk
managers to share data across
finance, operations, legal and
human resources, and connects
them to their brokerages and
insurers to share and manage data
efficiently.

The system has tools to manage
claims and retained losses starting
from when a claim is first reported
until it is closed. Claims data can
be analyzed for the root cause of
the loss, loss trends and loss rates
across locations.

“With every generation of tech-
nology, the products that come
from that technology get cheaper
and they perform better,” and
Origami Risk reflects that, said
Bob Petrie, president of the com-
pany formed in 2008.

“What we're trying to do is take
advantage of technology to give
our clients better value and...to
take some of the lessons we've
learned from our many years” of
experience with risk management
information systems, Mr. Petrie
said.

A critical factor in RMIS is
“being able to pull data from mul-
tiple” data sources, “and we have

engineered Origami Risk to do
that job, we think, more efficient-
ly, and with a much higher quali-
ty standard” than in the past, Mr.
Petrie said.

The product has been well-
received by the market, Mr. Petrie
said. It gained its first client about
a year ago and has been doubling
sales every quarter since.

SPOTLIGHT

‘With every generation
of technology, the
products that come from
that technology get
cheaper and they

perform better.’
Bob Petrie, Origami Risk L.L.C.
I

“We're doing a lot of business
with brokers and midsized
accounts, helping them to help
their clients improve their effi-
ciency and Dbetter manage
the cost of risk” at a competitive
price point compared with other
system vendors, according to
Mr. Petrie.

—By Judy Greenwald

VIDEO

Karin Landry, a managing
partner with Spring Consulting
Group L.L.C. in Boston.

Spring Consulting
Group L.L.C.

Program for Alternative Funding

of Employee and Retiree Benefits
www.springgroup.com

During the past few decades, captive
insurance companies have become a
standard risk management tool for larger
employers and other organizations to fund
and manage their property/casualty expo-
sures.

But there is no reason why the key
advantage of captives—a more cost-effi-
cient way of funding risk compared with
traditional commercial insurance—can’t be

applied to funding employee benefit risks,
said Karin Landry, a managing partner with
Spring Consulting Group L.L.C. in Boston.

Utilizing experience gained by working
with a client several years ago that explored
a new approach to fund its retiree health
care obligations, Spring Consulting last year
obtained a patent from the U.S. Patent &
Trademark Office for its Program for Alterna-
tive Fund of Employee and Retiree Benefits.

The program, which has been honored
with a Business Insurance Innovation Award,
has many permutations.

For example, an employer would con-
tribute funds to a special tax-free trust,
known as a voluntary employees’ beneficia-
ry association. The VEBA then purchases life
insurance or other contracts, such as non-
cancellable accident and health coverage,

from a commercial insurer. The policies
then are reinsured with an employer’s cap-
tive. If there are claims, the insurance pro-
ceeds go to the VEBA.

Spring Consulting has developed a com-
puter program to project how much an
employer should contribute to the trust, the
amount of coverage to be purchased and the
financial implications of the arrangement.

Spring Consulting is working with a
client on a retiree medical funding program.
It has determined, using its patented fund-
ing process, that if the client makes an ini-
tial contribution of $100 million to a VEBA
and smaller amounts in succeeding years, it
will realize “over $70 million in profit and
loss savings over the first 10 years,” Ms.
Landry said.

—By Jerry Geisel




Marsh Risk Consulting

Business Insurance Innovation Awardw Winner
2011—Global Safety Excellence Assessment
2010—Variable Cost of Risk Estimator (VCOREV)

With 800 specialists in over 34 countries,

PIOV1der Of 1nnovat1ve) plus the depth and breadth of Marsh'’s

industry and risk transfer expertise,

CUStomiZEd’ award—Winning only Marsh Risk Consulting offers the

risk-, dispute-, and strategy-related
services required to be successful in

SO]-Ut]-ODS to meet your today’s economic, social, and political

environment.

To access our global team, please visit

local and global risk
. . www.marshriskconsulting.com,
management ObJ ECtlveS c or e-mail at.risk@marsh.com.

MARSH

Risk Consulting
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Verisk
Analytics Inc.

CargoNet
argoNet, a division of Verisk
Analytics Inc., prevents cargo
theft and increases recovery rates
through secure and controlled
information sharing between

theft victims, their business part-
ners and law enforcement.

Professional

The national database and
information-sharing system has
analyzed and aggregated U.S cargo
theft incident data since early
2009, which has resulted in a
growing database of detailed cargo
theft reports.

The “2010 CargoNet Cargo
Theft Report,” issued in March,
includes information on the type
of commodities stolen, the loca-
tion date and time of the incident,
the cargo’s origin and destination,
and additional analysis based on

more than 300 data points.

That helps pinpoint supply
chain vulnerabilities and provides
guidance to improve supply chain
security.

“CargoNet is built around the
prevention and recovery efforts of
five industries—transportation,
distribution, retail, manufacturing
and insurance,” said Maurizio
Scrofani, president of CargoNet.
“It allows for a controlled environ-
ment that aggregates theft data
and allows for the user to manage

M a r ket P I a ce To place your ad, contact Monique Murray 212.210.0129 ¢ E-mail: mmurray@BusinessInsurance.com

Business Insurance, Classified Department, 711 Third Ave., New York, NY 10017-4036

Call for details on blind box and internet advertising

IN THE MATTER OF THE REHABILITATION OF
ATLANTIC MUTUAL INSURANCE COMPANY AND
IN THE MATTER OF THE REHABILITATION OF
CENTENNIAL INSURANCE COMPANY
Supreme Court of the State of New York
County of New York, Index No. 402424/10
NOTICE

By orders of the Supreme Court of the State of New
York, County of New York (the “Court”), entered Septem-
ber 16, 2010 (the “Rehabilitation Orders”), Atlantic Mu-
tual Insurance Company (“AMIC”") and Centennial
Insurance Company (“Centennial”) (collectively, the
“Companies”) were placed into rehabilitation and the
Superintendent of Insurance of the State of New York|
(the “Superintendent”) was appointed rehabilitator of|
AMIC and rehabilitator of Centennial (collectively, the
“Rehabilitator”). The Rehabilitator hereby gives notice
that he has applied to the Court by order to show cause
for orders: (1) converting the Companies' rehabilitation
proceeding to a liquidation proceeding; (2) appointing
the Superintendent and his successors in office as lig-
uidator of AMIC and liquidator of Centennial (collectively,
the “Liquidator”); (3) vesting title to AMIC's and Centen-
nial’s respective property, contracts and rights of action
with the Liquidator; (4) continuing and granting the in-
junctions provided for in New York Insurance Law (“In-
surance Law”) Section 7419, enjoining and restraining
all persons from wasting AMIC's and Centennial’s respec-
tive property, and enjoining and restraining all persons,
except as authorized by the Liquidator, from transacting
AMIC's or Centennial’s respective businesses or disposing
of AMIC's and Centennial’s respective property, interfer-
ing with the Liquidator or this proceeding, obtaining any

preferences, judgments, attachments or other liens, or
making any levy against AMIC or Centennial, their re-
spective assets or any part thereof; (5) continuing and
grantin? injunctions enjoining and restraining: (i) all
parties from commencing or prosecuting any actions or
proceedings against AMIC, Centennial, the Liquidator, or
the New York Liquidation Bureau, or their present or for-
mer employees, attorneys or agents, with respect to this
proceeding or discharge of their duties under Insurance
Law Article 74; (ii) all parties to actions, lawsuits and spe-
cial or other proceedings in which AMIC or Centennial is
obligated to defend a party pursuant to an insurance
policy, bond, contract or otherwise, from proceeding
with any discovery, court proceedings or other litigation
tasks or procedures, including, but not limited to, con-
ferences, trials, applications for judgment or proceedings
on settlement or judgment and the making of all liens,
levies or other efforts to execute or collect on debts or
judgments, for a period of 180 days from entry of the re-
spective orders of liquidation; and (iii) all persons who
have first party or New York Comprehensive Automobile
Insurance Reparations Act (No Fault) policyholder loss
claims against AMIC and Centennial, from presenting
and filing claims with the Liquidator for a period of 90
days; (6) authorizing, permitting and allowing the Lig-
uidator to sell, assign, transfer any and all stocks, bonds,
or securities and any real or other property of AMIC or|
Centennial at market price or at the best price obtainable
at private sale; (7) vesting all rights in AMIC's and Cen-
tennial’s contracts and agreements with the Liquidator,
unless the Liquidator expressly terminates such con-
tracts or agreements, in which case all liability under
such contracts or agreements shall cease and be fixed as
of the date of termination; (8) terminating all existing
AMICand Centennial insurance policies 45 days from the
date of entry of the orders of liquidation or upon the ex-
piration dates of such policies, whichever is sooner; (9)
requiring that all persons or entities having property
and/or information, including, but not limited to, insur-
ance policies, claims files (electronic or paper), software
programs and/or bank records owned by, belonging to
or relating to AMIC or Centennial shall preserve such
property and/or information and immediately, upon the
Liquidator’s request and direction, assign, transfer, turn
over and deliver such property and/or information to the
Liquidator; (10) extending immunity to the Superinten-
dent in his capacity as Liquidator of each of AMIC and
Centennial and his successors in office and their agents
and employees for any cause of action of any nature
against them, individually or jointly, for any act or omis-
sion when acting in good faith, in accordance with the
orders of this Court, or in the performance of their duties
pursuant to Article 74 of the Insurance Law; and (11)
granting such other and further relief as the Court may
deem just and proper.

The amended order to show cause provides that the in-
junctions provided for in the Rehabilitation Orders shall
remain in effect pending a hearing on the Rehabilitator’s
application.

A hearing is scheduled on the amended order to show
cause on the 26th day of April, 2011 (the “Return Date”)
at 9:30 a.m., at the Courthouse, 80 Centre Street, New
York, New York, at IAS Part 15.

If you wish to object to the petition, you must serve
your objections and all supporting documentation (“An-
swering Papers”) upon the Superintendent so as to be
received by the Superintendent at least seven business
days prior to the Return Date, and by submitting copies
of the Answering Papers, with affidavits of service on the
Superintendent, to the Court at IAS Part 15, at the Court-
house located at 80 Centre Street, New York, New York,
on or before the Return Date. Service of Answering Pa-
pers on the Superintendent shall be made by first class
mail at the following address: Superintendent of Insur-
ance of the State of New York as Rehabilitator of Atlantic
Mutual Insurance Company and Centennial Insurance
Company,110 William Street, New York, New York 10038,
Attention: John Pearson Kelly, Esq., General Counsel.

The amended order to show cause and supporting pa-
pers are available for inspection at the New York Liqui-
dation Bureau at 110 William Street, New York, New York.

Requests for further information should be directed
to the office of the General Counsel at (212) 341-6560.

Dated: New York, New York

March 22, 2011

JAMES J. WRYNN

Superintendent of Insurance of the State of New York
as Liquidator of Atlantic Mutual Insurance Company
and Centennial Insurance Company

RIVER PLATE REINSURANCE
COMPANY LTD.

IN LIQUIDATION

The Company was placed into insolvent liquidation
in 1987.

By order of the Supreme Court of Bermuda, dated 9th
September 2010, the Court directed, in accordance with
the terms of the Conservation Agreement between the
State of New York Insurance Department and the
Liquidators, that the remaining assets of the Company
be distributed to American Policyholders (being US
incorporated companies with claims against the
Company) based on their claims, as adjudicated by
the Liquidator.

Notice is hereby given that it is estimated that the
distribution to American Policyholders will be paid on or
around 9th May 2011. If you have any queries please
direct them to Mrs Groves at (441) 299-7121 or by email
at Rose.Mary.Groves@bm.pwc.com.

N ) Chatterjee Liquidator

Need to Publish

a Legal Notice,

Announcement
orRFP @

Contact Monique Murray
at 212-210-0129

ALPS is an insurance and financial services
organization based in Missoula, Montana with
offices in Minneapolis, Richmond, Knoxville
and London.

ALPS is establishing a new office location in
Dallas, Texas and hiring staff with at least 3
years experience in the P&C insurance
industry to provide reinsurance and actuarial
services. These are full time, professional
positions, requiring a four year college degree
with sound technical skills. To learn more
about ALPS go to www.alpsnet.com.

Senior Accountant: ~ Manage fiduciary
accounting functions for reinsurance clients.
Maintain registers of claims, premiums,
contracts and letters of credit. Utilize account-
ing system software for data mining and orga-
nizing account information.
Senior Actuarial Assistant: Review of
product pricing and reserving levels. Enter-
prise risk modeling, reinsurance proposal
support and assists with product development.
Must have competed 5 casualty actuarial
society exams.

Please e-mail your resume to:

jepstein@alpsnet.com along with
salary history. No calls please.

ALL THE DATA YOU NEED
FROM A SOURCE YOU TRUST

Business Insurance. Research Center

www.businessinsurance.com/research

Business Insurance
CAREER CENTER

The ultimate career resource in the
insurance industry.

http://careers.BusinessInsurance.com

SPOTLIGHT

CARGONET

The CargoNet database and information-sharing system has analyzed and
aggregated U.S cargo theft incident data since early 2009.

their risk differently than they do
today. Law enforcement needs to
know in a clear and concise fash-
ion where, how and when the
incident took place and what was
stolen,” he said.

CargoNet allows risk managers
“to view the climate of cargo theft
and review from a holistic per-
spective the story that needs to be
told” and assists them in building
more robust loss-control efforts,

Mr. Scrofani said.

Work on CargoNet, a unit of
ISO Crime Analytics Inc., began in
2009 as the Insurance Services
Office Inc. and the National Insur-
ance Crime Bureau began collabo-
rating on establishing a national
information-sharing system to
combat cargo theft. The initiative
formally launched in January
2010, said Mr. Scrofani.

—By Mark A. Hofinann

Zurich Global Corporate

Supply Chain Risk Assessment and Insurance
www.zurichna.com

s the recent crisis in Japan illustrates, the supply chains of
today’s global businesses are complex, long, multifaceted
and subject to disruption.

It was this vulnerability, and the awareness that business
interruption coverage may be insufficient for global corpora-
tions’ needs, that drove Zurich Global Corporate to develop its
Supply Chain Risk Assessment and Insurance proposition, win-
ner of a 2011 Business Insurance Innovation Award.

The risk of supply chain disruption has been a potential
“blind spot” for risk managers and high-level executives,
according to Zurich.

The proposition has two distinct parts: a thorough risk and
financial assessment of a customer’s supply chain that uses a
tier-based view of a company’s supply chain hierarchy, and a
proprietary risk grading process that enables Zurich to input
the company’s risk assessment data into underwriting and pric-
ing models.

Insurance can be structured to provide agreed-upon limits
per individual and individual supplier based on the potential
loss of profits or increased cost of working.

The maximum aggregate limit is $50 million per customer
and the maximum indemnity period is 12 months.

Development of the product, which took several years, was a
collaborative process, with Zurich colleagues in Europe and
North America tweaking the product to fit their markets. The
product wraps around existing coverage, such as contingent
business interruption policies.

The product, which was introduced in mid-2010, offers
broad coverage and is not based on named perils, according to
the team that developed it. It also does not require physical
damage to take place before it responds. This, according to the
team that developed the product, was one of the shortcomings
that risk managers had complained about in existing business
interruption or trade disruption products, which typically are
triggered only by physical damage.

In fact, many business interruption problems are caused by
events that do not cause physical damage to a company’s prop-
erty but disrupts its ability to trade, they said.

Zurich'’s involvement in assessing the risks to a company’s
supply chain and the evaluation of those supplies and suppli-
ers that are most critical to the company enables the policy to
cover supplies or properties that are vital to a company’s ongo-
ing operations, Zurich said.

—By Sarah Veysey
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lIlinois governor pushes comp reforms

SPRINGFIELD, Iil.—A workers comp reform pack-
age Illinois Gov. Pat Quinn has proposed lacks
measures that employers say are needed to rein
in costs.

But the governor’s April 1 proposal shows he
is listening to employers’ concerns about costs of
the state’s workers comp system, said Mark Den-
zler, vp and chief operating officer for the Illinois
Manufacturers’ Assn. in Springfield, I11.

“It's a good thing the governor and legislative
leaders have recognized the seriousness of Illinois’
workers compensation system problems and are
working to address them,” Mr. Denzler said.

The governor proposed slashing the state’s
medical fee schedule by 30%.

“Illinois has the nation’s second-highest work-
ers compensation medical costs by a wide mar-
gin,” the governor’s office said in a statement.
“Even if the medical fee schedule were reduced
by 30%, Illinois would still have the second-
highest reimbursement rates in the nation, but
our employers could save up to $500 million—as
much as 14.9% in premiums.”

The governor’s package also calls for capping
benefits for carpal tunnel injuries, returning per-

manent partial disability payments to pre-2005
levels, and denying claims by intoxicated workers
whose inebriation caused their injuries. In addi-
tion, Gov. Quinn wants to enhance the state’s
authority to prosecute workers comp fraud and
increase utilization reviews of physical therapy,
occupational therapy and chiropractic care.

Employers also would like to see legislation
requiring the worksite be the primary cause of an
injury for workers to receive comp, Mr. Denzler
said.

“Right now in Illinois, the workplace does not
have to be the pre-eminent factor in causing an
injury...for the employer to be on the hook for
the costs,” Mr. Denzler said.

Employers also want a requirement that doc-
tors—not just physical therapists, as suggested
by governor—apply American Medical Assn.
treatment guidelines when determining an
injured worker’s level of impairment and benefit
award, Mr. Denzler said.

The governor must reach an agreement with
lawmakers about specifics, but his office said he
is seeking adoption of the bill this spring.

—By Roberto Ceniceros

Comp: California in crisis?

CONTINUED FROM PAGE 1

committee voted to forgo sending
any rate filing to California Insur-
ance Commissioner Dave Jones.
Instead, the WCIRB will submit an
informational filing that will
include an analysis of insurers’
loss experience and “will reference
that pure premium rates are inad-
equate by roughly 40%,” a WCIRB
spokesman said.

The governing committee is con-
cerned that requesting such an
large increase in the pure premium
rate, which some states refer to as
loss costs, would cause panic
among employers that might mis-
construe its action to mean that
insurance prices immediately
would increase 40%, observers said.

Mr. Poizner rejected WCIRB-
recommended pure premium rate
increases for three years, arguing
that insurers were not entitled to
higher rates because they had not
done enough to lower their costs.

Pure premium rate increases do
not result in an equal price
increase for employers at renewal.
Insurers also must consider fac-
tors, such as market competition,
when setting their pricing.

Additionally, the insurance
commissioner must approve any
WCIRB call for an increase in the
pure premium rate. The commis-
sioner can only recommend that
insurers adjust their rates and can-
not order them to do so.

Insurers have raised their rates
only about 5% on average in the
past year because of a competitive
environment, and Mr. Poizner’s
rejections made it harder to con-
vince employers that larger increas-
es are necessary, Mr. Sektnan said.

Yet WCIRB data reveals that the
average cost of California indem-
nity claims rose 60% between
2005 and 2009. That, along with
insurers’ combined ratio of 127%,
shows the system is under pres-
sure, said Joe Burgess, senior exec-

The Business Insurance Virtual
Advantage conference “Best
Practices in Workers Compensation
Management” is available online at:
www.BusinessInsurance.com

utive vp for CHSI of California, a
Las Vegas-based self-insured work-
€IS comp program manager.

Historically, such scenarios in
California  preceded rapidly
increasing coverage prices, as hap-
pened in the years leading up to
reforms that were adopted in 2003
and 2004, Mr. Burgess said.

“Typically in California when
things go, they go all at once,” Mr.
Burgess said. “They tend to
change explosively. It's like the lid
is held on for a long time and then
it just goes boom.”

But California is not on the
verge of a crisis, because today’s
market conditions are substantial-
ly different from rapid price esca-
lation before the 2003 and 2004
reforms, said Mark Webb, vp and
assistant general counsel for
Agoura Hills, Calif.-based Pacific
Compensation Insurance Co.

Better research on system cost
drivers is available today than a
decade ago and capital provided
by insurers regularly flows in and
out of California now rather than
just a few underwriters “coming in
and grabbing a big share of the
market,” Mr. Webb said.

“You have a different type of
competition than produced the
catastrophes that occurred (a
decade ago),” Mr. Webb said. “But
[ also think the research and expe-
rience from both self-insureds and
insurers...points to the fact that
costs are increasing and there are
some erosions of the reforms.”

Ways also have been found
around California’s reforms,
sources said.

It is more common now for
claimants represented by attorneys
to seek permanent partial disabili-
ty for injuries to several body parts,
said Yvette Boehnke, a workers
comp defense attorney in the Law
Office of Yvette Boehnke in Los
Alamitos, Calif. For example, back
injury claims from lifting are com-
monly accompanied by leg pain
and sleep disorder claims, she said.

“So on a simple back strain, you
are likely to see five or six addi-
tional body parts alleged in addi-
tion to the original one,” Ms.
Boehnke said. “The attempts to do
this started right after the reforms
and they have escalated in the last
three years.”

The practice increases employer
costs as each body part requires an
additional medical exam and
treatment, while driving up legal
and settlement costs, Ms. Boehnke
said. Claimant attorneys earn fees
based on a percentage of a
claimant’s permanent disability
and a percentage of the settle-
ment, she said.

California’s controversial lien
filing system also is driving up
medical expenses by forcing
employers to settle claims for
treatments they feel they should
not have to pay, observers said.

“Liens certainly are a problem,”
said Brenda Ramirez, the CWCI’s
claims and medical director.

Increased dispensing of com-
pound drugs for work injuries also
is driving up expenses, as are legal
rulings allowing doctors and attor-
neys to challenge objective stan-
dards to set permanent disability
awards, observers said.

Comings
& Goings

ANDREA JAMES

NEW JOB TITLE: Scottsdale,
Ariz.-based vp and sales leader
for Novato, Calif.-based
Fireman's Fund Insurance Co.

PREVIOUS POSITION: Novato,
Calif.-based vp for sales and
operations for Fireman's Fund

INDUSTRY CHALLENGES: | don't
think anyone could say it better
than Warren Buffett just did in
his shareholder letter. At the
end of the day, a sound
insurance operation requires
understanding all exposures
that might cause a policy to
incur a loss and an evaluation
of the likelihood of those
events. You have to get the
right rate for the risk. The
challenge today continues to be
competitors with a different...
price than what our knowledge
and discipline say is prudent.

INDUSTRY OUTLOOK: Insurance
is a staple of the economy. It's
foundational to our economic

system.

FIRST MARKET EXPERIENCE:

| actually grew up in insurance.
My grandfather was a New York
police officer who (later) saw

opportunity in the (insurance)
business. From there, my three
uncles, my dad, my sister and |
all followed into the business. |
always wanted to be in
insurance. | joke that my first
job in the industry was when |
was 5 years old and stuffing
mailers for a cross-sale
campaign while watching
"Sesame Street.”

ADVICE: My advice would be to
not use average to define your
goals. You'll drastically
underestimate what's possible.
Define big goals and paint a
vivid picture for your team on
what excellence looks like.
Great leaders want their team
to feel a tension to achieve. It's
the kind of an environment
where a person can learn and
be more productive. And it's
more fun.

HOBBIES: | love to practice yoga
and cook at home with my
husband.

ON A SATURDAY AFTERNOON:
Yoga. Working in my garden.

EMAIL OR PHONE, AND WHY:

| think email is the scourge of
the Earth right now. | prefer
phone or face-to-face.

VISIT www.businessinsurance.com/ComingsandGoings
for a full list of this week's personnel moves and promotions.
Check our Web site daily for additional postings and sign up

for the weekly email.

T0 SUBMIT ITEMS

Business Insurance would like to
report on senior-level changes at
commercial insurance companies
and service providers. Please send
news and photos of recently
promoted, hired or appointed
senior-level executives to:

Mallory Gillikin
Business Insurance

360 N. Michigan Ave.
Chicago, IIl. 60601-3806

mygillikin@businessinsurance.com

POSTING THIS WEEK

BROKERS
K&K Insurance Group Inc.
Wholesale Trading Co-Op
Insurance Services L.L.C.

INSURERS:
Beazley Group P.L.C.
Aspen U.S. Insurance
RSA Insurance Group P.L.C.

REINSURANCE
JLT Reinsurance Brokers Ltd.

OTHER PROVIDERS
Mercer L.L.C.
Bickmore Risk Services
Crawford & Co.
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Dempsey, Tokyo Kyodo
partner for Japan claims

TOKYO—Dempsey Partners L.L.C.
and Tokyo Kyodo Accounting
Office have formed a joint venture
in Japan to assess earthquake and
tsunami insurance claims.

The joint venture provides pro-
fessional loss accounting services
to help risk managers and finan-
cial executives measure and recov-
er insured property and business
interruption claims after the
March 11 earthquake and tsunami
in Japan, the Wilton, Conn.-based
risk management firm said in a
statement.

Under the agreement, for which
terms were not disclosed, Tokyo-
based Tokyo Kyodo Accounting
Office provides certified public
accountants to assist with claims
preparation assignments, such as
investigating the circumstances of
each loss and facilitating commu-
nications between Japanese busi-
nesses and insurers, according to
the statement.

Aon Benfield sets up
market analysis team

LONDON—Aon Benfield Inc. has
established a market analysis team
within Aon Benfield Analytics.

The team, which is located in
London and Philadelphia, special-
izes in the analysis of reinsurance
markets with an emphasis on
credit risks, the reinsurance bro-
kerage unit of Chicago-based Aon
Corp. said in a statement.

Mike Van Slooten, head of the
international market analysis
team in London, and Mike
McClane, head of the U.S. and
Bermuda market analysis team in
Philadelphia, have shifted their
respective positions from Aon
Benfield Research to the market
analysis team.

“The analysis of reinsurers is a
lot more challenging than a few
years ago. The balance sheets of
reinsurers are becoming increas-
ingly complex to analyze due to
sophisticated investments, securi-
tizations, hedging strategies and a
more complex capital structure,
including contingent capital and
hybrid equity,” Mr. McClane said
in the statement.

With the change, Aon Benfield
Research will focus entirely on col-
laborating on academic and
industry research.

Starr Aviation launches
workers comp unit

ATLANTA—Starr Aviation Agency
Inc. has launched a small-business
unit within its workers compensa-
tion division.

The unit provides “an alterna-
tive to the limited number of
options for aviation workers com-
pensation accounts,” the Atlanta-
based aviation unit of C.V. Starr &
Co. Inc., which recently rebranded
as Starr Cos., said in a statement.

The workers comp small-busi-
ness unit offers guaranteed-cost

policies from Chubb Group of
Insurance Cos. for small airports,
charter operations, fixed-base oper-
ators, agricultural operations, and
industrial aid, Starr Aviation said.

The minimum premium for
accounts with supporting aviation
lines is $2,500 and $5,000 for
monoline accounts.

Gallagher Bassett Services Inc.
provides claims management set-
vices for Starr Aviation’s workers
comp small business unit, accord-
ing to the statement.

Crawford & Co.
buys claims unit

OVERLAND PARK, Kan.—Crawford
& Co. has acquired claims services
provider ClaimHub Inc.
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The acquisition, for which
financial terms were not disclosed,
furthers Crawford’s expansion
into vehicle claims services, the
Atlanta-based third-party admin-
istrator said in a statement.

Overland Park, Kan.-based
ClaimHub was established in 2000
and provides Web-based claims
platforms for dispatching, truck-
ing and managing assignments
and work product involved with
the automotive claims process.

As part of the acquisition,
ClaimHub’s headquarters will
remain open as a Crawford loca-
tion and the staff has been offered
positions at Crawford, according
to the statement.

ClaimHub no longer will be a
separate company, but Crawford

will use its name as a product for
property/casualty insurers, a
spokesperson for Crawford said in
an email.

Crawford’s vehicle claims ser-
vices already include damage
appraisal for autos, heavy equip-
ment, recreational watercraft and
vehicles, and motorcycles.

T0 SUBMIT ITEMS

BI's Market Moves column reports
on activities by insurance industry
companies and related entities.
Please send news of Market Moves
to Mike Tsikoudakis, 360 N. Michigan
Ave., Chicago, Ill. 60601 or e-mail
mtsikoudakis@businessinsurance.com.
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NEW White Paper

Captives for Benefits:

How to use a captive to save money
and enhance benefits coverage

Many organizations use captive insurers to cover their
property/casualty risks, and now several dozen are using them to
cover employee benefits exposures too. Thanks to the efforts of
several cutting-edge programs during the past several years, many
employers now have the option of expanding the risks they place in
their captives. In this latest white paper from Business Insurance,
captives experts Donald Riggin and Karin Landry explain what an
organization needs to do to add benefits to their captives and the

advantages of doing so.
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Structuring Multinational
Insurance Programs:
Addressing the Taxation
and Transfer Pricing
Challenge

Multinational insurance
programs raise significant
compliance issues, particularly
income tax issues. This new
white paper from ACE and
KPMG reviews these issues and
discusses strategies and
transfer pricing considerations
for multinational insurance
programs.

FREE Online

Global D&O Risks:

Avoiding Costly Coverage Gaps
in International Programs
Presented by ACE

A global D&O liability program
is easy to put together on
paper, but hard to put into
practice. This White Paper
explores the best practices
for improving compliance,
avoiding local liabilities and
ensuring your executives are
protected worldwide.

Expanded White Paper
FREE Online

To view samples, purchase, and see more Bl White Papers:
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Terry Fleming,
Risk & Insurance
Management
Society Inc.

PAC: RIMS boosts clout

CONTINUED FROM PAGE 1

president of RIMS.

Mr. Fleming noted that sever-
al short- and long-term risk
management issues confront
lawmakers, including reautho-
rization of the federal terrorism
insurance backstop program
before it expires in 2014.

Outside observers praised
RIMS’ move, saying that estab-
lishing and funding a political
action committee is an essential
part of doing business in Wash-
ington.

Mr. Fleming said RIMS had
been looking at the idea of creat-
ing a PAC for a while, after a sur-
vey of members several years
ago generated a “fairly signifi-
cant response from people who
would donate” to a PAC.

“We look at it as the logical
next step in our lobbying efforts
and as another tool in our tool-
box,” said Mr. Fleming, who also
is director of the division of risk
management for Montgomery
County, Md., in Rockville.

RIMS began bolstering its fed-
eral legislative efforts more than
a decade ago, when it began
holding its annual RIMS on the
Hill legislative conference in
Washington. This year’s event is
slated for June 12-14.

Mr. Fleming said RIMS still is
doing the necessary legal back-
ground work to proceed with
the PAC and has not yet begun
raising money.

“We hope to have it in place
by the time of the annual con-
ference in Vancouver the first
week in May,” said Mr. Fleming
“We'll be having a booth at the
conference and we’ll be doing a
reception for interested people
at the conference.”

He noted that only RIMS
members and senior staff will be
eligible to donate to the PAC.

As a nonprofit organization,
RIMS is not allowed to donate
money itself, but it is allowed
under federal law to create a sis-
ter organization to do so, he said.
RIMS PAC will operate a segre-
gated, separate fund from RIMS.

Mr. Fleming pointed out that
RIMS has several issues before
Congress, “and we're hoping
this new tool will give us more
traction on Capitol Hill. We
want to help elect congressional
candidates who will advance the
discipline of risk management.”

RIMS won victories in the past

Congress with creation of the
Federal Insurance Office and the
inclusion of the Nonadmitted
and Reinsurance Reform Act in
the Dodd-Frank Wall Street
Reform and Consumer Protec-
tion Act. He said RIMS continues
to support an optional federal
charter for insurers and brokers.

RIMS is working with Congress
on the Medicare set-aside issue
and supporting a measure that
would allow risk retention groups
to offer property and liability cov-
erage to their members, he said.

In addition, RIMS continues
to oppose efforts to subject cer-
tain offshore reinsurance trans-
actions to new taxes.

Mr. Fleming stressed that RISK
PAC will affect long-term issues
as well.

“In 2014, we’ll be faced with
TRIA all over again. We want to
be well-placed and up and run-
ning to have an impact on the
issue,” he said, referring to the
Terrorism Risk Insurance Act of
2002 and its successors that set
up and maintained the federal
government’s terrorism insur-
ance backstop.

A pair of veteran Washington
lobbyists hailed RIMS’ creation
of the PAC as a politically
sophisticated move.

“RIMS is well-represented in
Washington to begin with, but a
political action program is a
needed advocacy tool for every
organization,” said Joel Wood,
senior vp at the Council of
Insurance Agents & Brokers in
Washington. “There are thou-
sands of professional associa-
tions in Washington and we all
compete with one another for
the attention of Congress.

“The old line is, ‘If you're not
at the table, you're on the menu,’
so I hope they're very successful,”
Mr. Wood said. “With all of the
risk management issues before
Congress, I think their voice will
be magnified by a vibrant politi-
cal action program.”

“I think it’s an essential com-
ponent to doing business in
Washington D.C., today,” said
Peter A. Letkin, senior vp-gov-
ernment and external affairs in
Allianz of America’s Washing-
ton office. “Political access is
absolutely essential to getting
your message across as legisla-
tors are bombarded with many
competing demands for their
time and attention, and a PAC
facilitates this.”

Bribery: U.K. law expands
exposures for businesses

CONTINUED FROM PAGE 3

business norm and not extrava-
gant, according to the Ministry of
Justice.

Penalties for violating the
Bribery Act include fines for com-
panies and individuals that are
unlimited and jail terms of up to
10 years.

Most criminal fines are not cov-
ered by directors and officers poli-
cies and insurers are not allowed
to write the coverage.

In its guidance at
www.justice.gov.uk/guidance/docs/
bribery-act-2010-guidance.pdf, the
Ministry of Justice said companies
would be expected to carry out
periodic bribery risk assessments
and keep records of the processes
and conclusions they reach.

“Businesses now need to use the
next three months to revise their
anti-bribery policies (to be) ready
for the act’s implementation,”
Katja Hall, chief policy director at
the London-based Confederation
of British Industry, said in a state-
ment.

“It is now more important than
ever that companies ensure that
they have a robust risk assessment
process in place,” said Kirsty Sear-
les, a partner in the anti-bribery
and corruption controls team at
Deloitte L.L.P. in London.

“Ethical trading and reputation-
al risks are high-profile” for U.K.
risk managers, said Paul Hopkin,
technical director of the London-
based Assn. of Insurance & Risk
Managers.

The Justice Ministry Bribery Act
guidance is “quite pragmatic,” Mr.
Hopkin said, and will be wel-
comed by risk managers trying to
ensure that their company com-
plies with the new rules.

Risk assessment is one of six
principles outlined by the 45-page
guidance.

Risk managers at UK. compa-
nies should facilitate workshops
and discussions among different
areas of their organizations, such
as sales and marketing depart-
ments, to ensure the risk assess-
ments are robust, according to Mr.
Hopkin.

Aside from risk assessment, the
other five principles the Ministry
of Justice outlined are:

® An organization’s anti-bribery
principles should be “clear, practi-

cal, accessible, effectively imple-
mented and enforced.”

e Senior managers must be
committed to tackling bribery.

® Due diligence of “associated
persons,” such as agents, should
be part of bribery risk assessment
and should reflect a “proportion-
ate and risk-based approach.”

® Anti-bribery policies must be
communicated effectively within
a company and externally.

® Anti-bribery policies and pro-
cesses must be monitored and
reviewed.

“Taken together, the six princi-
ples embody the key facets that
well-run companies will already

‘Taken together, the six
principles embody the
key facets that well-run
companies will already
have in place, and which
will enable and accelerate
business success in

overseas markets.’

John Conyngham,
Control Risks Group Ltd.

have in place, and which will
enable and accelerate business
success in overseas markets,” said
John Conyngham, group legal
counsel and global director of cor-
porate investigations for London-
based consultant Control Risks
Group Ltd.

Businesses in the United King-
dom must ensure that they have
adequate processes and policies in
place before July 1 to protect
themselves from violating the law,
said Steve White, head of compli-
ance and training at the London-
based British Insurance Brokers’
Assn.

The fact that overseas compa-
nies may fall under the scope of
the U.K. Bribery Act means they
also must make sure they comply
with the law, experts say.

Even so, the Ministry of Justice
said “combating bribery is about

common sense, not bureaucracy”
and a company’s anti-bribery pol-
icy “should be proportionate to
the size and nature of the busi-
ness.” For example, small compa-
nies “can rely heavily on simply
telling staff verbally,” according to
the guidance.

There are several differences
between the U.K. Bribery Act and
the U.S. Foreign Corrupt Practices
Act, said Rachel Cropper-Mawer,
legal director at law firm Clyde &
Co. L.L.P. in London (see box,
page 3).

While the FCPA covers bribery
of foreign public officials by com-
panies and individuals, the
Bribery Act also covers any other
form of bribery that leads to any
business advantage by companies
or individuals, she said.

In addition, facilitation pay-
ments—monies paid to speed up
functions or services to which the
payer is legally entitled—are, in
some cases, permitted under the
FCPA, but not under the Bribery
Act, she said.

Another major difference
between the two laws is that fines
are capped at $250,000 under the
FCPA, but they are unlimited
under the Bribery Act.

While criminal fines are not
insurable under D&O policies,
individuals may be able to recover
some of the costs of defending
bribery-related cases until the case
is completed, provided they are
named on the policy, said Kurt
Rothmann, a partner in the finan-
cial risks division of JLT Specialty
Ltd., a unit of London-based bro-
kerage Jardine Lloyd Thompson
Group P.L.C.

Only in cases where fraud or
dishonesty is proven would insur-
ers be able to seek repayment of
any defense-related monies they
paid out, he said.

Companies should review their
D&O coverage to examine the
exclusions and ascertain whether
local policies are in place in terri-
tories where nonadmitted insur-
ance is not permitted and compa-
nies cannot indemnify directors
and officers, Mr. Rothmann said.
Because the scope of the act
extends overseas, and any alleged
bribery may become highly politi-
cized, individuals could be
detained abroad and need access
to local insurance policies to cover
defense costs, he explained.

JLT is seeing more client
inquiries seeking clarity on the
insurance implications of the
Bribery Act ahead of its July imple-
mentation, he added.

1099: Health care reform
law tweak aids employers
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will they be able to agree on
health care reform law changes?”
Ms. Sheaks said.

“l don't see any other easy
(reform law provision) repeal can-
didates,” said Gretchen Young,
senior vp-health care with the
ERISA Industry Committee in

Washington.

Still, efforts could be made to
repeal other provisions, though
the likelihood of success is consid-
ered low.

For example, there has been a
popular backlash against a provi-
sion that went into effect Jan. 1. It
bars wusing flexible spending
accounts to reimburse over-the-

counter medications unless pre-
scribed by a doctor. The only
exception is insulin.

Employers probably would not
lead efforts to repeal the FSA
OTC provision because they
have amended their FSAs to com-
ply with the law and would have
to do so again if the OTC reim-

bursement ban were lifted,
experts say.
“The employer community

will not fight” a repeal of the OTC
provision, but “they also will not
lead the charge” for repeal, Ms.
Sheaks said.
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compensation, property, business
interruption, small commercial,
general liability and automotive—
"“adjusted in March" and “showing a
moderation of rate cuts.”

Munich Re's Pina Albo
honored by APIW

Munich Reinsurance America Inc.'s
Pina Albo has been named APIW
Insurance Woman of the Year, the
Assn. of Professional Insurance
Women said. Ms. Albo’s “leadership
and accomplishments, as well as
her commitment to supporting and
advancing women, are exceptional
examples of all of the qualities that
APIW looks for in the recipient of
this highly prestigious honor,”
APIW President Carol Ann O'Dea
said in a statement. Ms. Albo is
president of the reinsurance
division of Munich Re America. The
APIW will hold a reception June 22
at the New York Marriott Marquis
to honor Ms. Albo.

Cats, wind model pushing
reinsurance rates up

Large insured losses from
catastrophes last year and this
year plus the recent release of a
revised windstorm model will
prompt reinsurers to push for
higher rates worldwide, Towers
Watson & Co. said in an analysis.
However, the push by reinsurers to
increase rates will not be as severe
as after Hurricane Katrina in 2005,
it said. Despite the devastation
from the March earthquake and
tsunamiin Japan, insured losses
will not greatly affect the capital of
Japanese insurers or the global
reinsurance industry, Towers
Watson said.

Calif. adult child
tax measure signed

California Gov. Jerry Brown last
week signed legislation to enable
employers to extend coverage to
employees’ adult children up to age
26, as required by the federal
health care law, without employees
being taxed by the state on the
coverage. California lawmakers last
month approved the measure, A.B.
36, which conforms California tax
law with the health care reform law.

Some rates hardening
following cat losses: JLT

While the recent string of natural
catastrophes in Japan, Australia
and New Zealand, among others,
have not turned the insurance and
reinsurance market, pockets of
rate hardening are being seen,
Jardine Lloyd Thompson Group
P.L.C. said during a briefing. For the
April 1 Japanese treaty renewals,
business exposed to earthquakes
saw rate increases up to 50%,
Mark Drummond-Brady, JLT's
international chairman for risk and
insurance, said during the briefing.
The Australian market also has
hardened to an extent, he said.

DOL seeks comment
on possible rule change

The Labor Department is asking for
public comment on possible
changes to its rules involving
electronic transmission of benefit
plan information. Under those
2002 rules, electronic transmission
of benefit plan information is
permitted for employees who have
access to electronic information as
part of their work duties. The
agency wants to know if the 2002
rules should be changed. It also
wants comments on whether
disclosure rules should vary based
on the types of benefit documents.

Risk management
lacking in India, EMEA

Companies in India, Europe, Africa
and the Middle East aren't doing
enough to incorporate risk
management practices into their
long-term strategic planning,
according to a survey from KPMG
International. While requlatory
changes in those regions in the past
several years have tasked company
boards with aligning strategy, risks
and rewards, many companies are
too bogged down in a “keep-us-out-
of-trouble” mentality, KPMG's
report said. As a result,
incorporating risk management
tools and practices into strategic
decisions, such as investment in
new markets and capital allocation,
isn't getting the attention it needs.

Lloyd's coverholder
starts up in Russia

Chaucer Syndicates Ltd., Nakhodka
Re Ltd. and RFIB Group Ltd. have
launched the first Lloyd's of
London coverholder in Russia. The
coverholder, Sealine, is owned by
Nakhodka Re and will underwrite
cargo reinsurance risks in the
Commonwealth of Independent
States region.
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Epsilon: Breach sends fresh
warning about cyber risks
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appear to be coming from your
bank or from a hotel chain that
you do business with,” said Alan
E. Brill, Secaucus, N.J.-based man-
aging director for Kroll Ontrack
Inc., a unit of Kroll Inc.

Data from San Diego-based
Identity Theft Resource Center,
which tracks this information,
indicates the scope of the prob-
lem. In 2010, there were 662 data
breaches that exposed 16.2 mil-
lion records. The center defines a
breach as an event where individ-
uals’ names plus personal infor-
mation such as a Social Security
number is potentially put at risk,
which would not include the
Epsilon incident.

Steps to take

Experts say there is no guaran-
tee that online data can be kept
secure, but there are steps firms
can take to mitigate
such risks, including
purchasing  cyber
insurance and mak-
ing sure firms that
store their data have
up-to-date security
in place.

“Data  breaches
generally represent
enormous problems
for companies,” said
Alan N. Situn, a
shareholder  with
law firm Greenberg
Traurig L.L.P. in
New York. “Not
only can they be
very expensive, but
equally important to many com-
panies (is) the reputational dam-
age that they perceive from these
types of breaches” if information
they provide to a third party is
somehow breached.

For the most part, the compa-
nies that are affected are in a dam-
age- or crisissmanagement mode,
said Robert J. Scott, managing
partner with law firm Scott &
Scott L.L.P. in Dallas. “They’re
emailing their customers; they're
apologizing for the inconve-
nience, trying to clarify and limit
the scope of the magnitude of the
problem; and they’re hopeful the
leakage of the email doesn’t
result” in other problems.

Observers noted that the firms
were notifying customers of the
data breach even though they
were not legally required to do so

by state laws, except in North
Dakota, unless more damaging
personal information, such as
Social Security or credit card num-
bers, had been revealed.

Given that only email addresses
were obtained, “It’'s a relatively
painless wake-up call for a lot of
companies as to the risk associated
with outsourcing aspects of your
data or your system,” said Robert
Parisi, New York-based senior vp
with brokerage Marsh Inc.

Epsilon customers whose data
was breached have been “doing
everything they should be doing
in terms of being up front and
honest with the consumers,” Mr.
Scott said.

Observers say it is premature to
conclude Epsilon bears any fault
for the breach, or whether there is
more its clients could have done.
“No one is in a position to know
that, and to reach a conclusion at
this point,” said Joseph J. Laz-

zarotti, a partner
with law firm Jack-
son Lewis L.L.P. in
White Plains, N.Y.
Observers say crimi-
nal hackers are
notoriously nimble
in keeping one step
ahead of firms’ secu-
rity measures.
Phishing, if not
now, then later, is a
major concern.
Hackers tend to
hold on to such
information “usual-
ly about a year, and
then use it in the
hope that folks have
become a little bit more relaxed
and not as vigilant,” said Mauricio
F. Paez, a partner with law firm
Jones Day in New York.

If the breach results in litiga-
tion, the question will arise of
“how does that fit into the overall
risk management program of the
company” that hired the outside
marketing company, said Kroll
Ontrack’s Mr. Brill, who suggested
that affected firms review their
risk management programs now.

Mr. Parisi said Epsilon clients
with robust cyber liability policies
will find coverage under the vicar-
ious liability provisions. It also is
possible Epsilon has a professional
liability policy that may respond if
its corporate clients make a claim
against the company, he said.

Epsilon said in a statement
that it is conducting an ongo-

ing investigation.

Leaders of the House Commit-
tee on Energy and Commerce’s
Subcommittee on Commerce,
Manufacturing and Trade, sent
the president and CEO of
Epsilon’s parent company a letter
asking questions about the
breach.

Experts say there are lessons to
be learned from the situation.

“There is a tendency to look at
these sorts of marketing arrange-
ments as presenting a lower level
of risk,” said Michael R. Overly, a
partner with law firm Foley &
Lardner L.L.P. in Los Angles. But
companies should look at agree-
ments with these firms “just as
carefully as they would any agree-
ments where they’re putting sen-
sitive information at risk.”

Firms should revisit their data
breach response plans and ensure
their vendor’s management proto-
cols and procedures are up to date,
said Jennifer Smith, Washington-
based vp and technology, media
and telecom practice leader at
Lockton Cos. L.L.C.

Companies that contract with
marketing firms should find out
how they store data, if it is
encrypted, and if they have had
an independent security review,
said Mr. Brill.

The contract also should pro-
vide for immediate notification of
client companies if there is a
breach so they can take damage-
control measures, Mr. Overly said,
observing that Epsilon acted “very
responsibly” in this case.

Insurance available

Dozens of markets offer cyber
insurance coverage, experts say.

“There are no standard policies.
They are highly manuscripted and
vary from underwriter to under-
writer,” Ms. Smith said.

“Theoretically, there’s capacity
for up to $300 million” of cover-
age, with “more than enough
capacity for anyone who wants to
buy it” in a competitive market,
Mr. Parisi said.

Experts recommend firms
should be sure to cover them-
selves, and make sure their ven-
dors have cyber liability insurance
as well.

“Make sure that they have cov-
erage, that it isn't illusory,” said
Peter S. Vogel, a partner with law
firm Gardere Wynne Sewell L.L.P.
in Dallas.

Mr. Paez said he always advises
clients to be “very specific about
who's ultimately liable for the
cost and damages incurred by
the company and its customers
arising from this type of data
security breach.”
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And now for something
slightly different

The maker of Spam is suing a
Netherlands-based food company
alleging trademark infringement.
Austin, Minn.-based Hormel Foods
Corp. filed suit in federal court in
Minnesota alleging that Zwanenberg
Food Group B.V.'s packaging design of
Prem, its canned meat, is “‘confusingly
similar” to Spam's yellow-on-blue
design, according to court documents.
According to the suit, Hormel and
Zwanenberg had entered into
agreement in 2008
allowing Zwanenberg
to manufacture
luncheon meat on
behalf of Hormel as
long as it did not have
“labels or packaging
that may, in Hormel
Foods' reasonable
judgment, be
confusingly similar to
the labels or packaging
of any products or any
other products sold by
Spam says the Hormel Foods."
package for Prem But last October,
is too similar to Hormel sent a cease-

(
L I oyd ,s pOI Icy its product. and-desist letter
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Sarah Outen begins her 30-month solo voyage around the world at

London's Tower Bridge. The maker of

demanding that
Zwanenberg stop using the packaging

goes to extremes

Designing a policy to cover a solo
adventurer’s 30-month voyage around
the world presented a challenge to
Lloyd's of London underwriters.

Sarah Outen set off April 10n the
epic journey in which she intends to
kayak, cycle and row around the globe.
The intrepid Ms. Outen holds the world
records for being the first woman and
the youngest person to row solo
across the Indian Ocean.

The British woman's journey began
at London’s Tower Bridge. During the
trip, she will travel across Europe, Asia
and North America—including the
Pacific and Atlantic oceans.

Underwriters at Lloyd's were tasked
with designing a personal policy
covering a person enduring extreme
mental and physical hardship for a
prolonged period of time.

Jonathan Thomas, group accident

and health underwriter for Watkins
Group Inc.'s syndicate 457, who
designed the policy that offers £1.25
million (52 million) in coverage, said
Ms. Outen presented one of the most
challenging underwriting propositions
in his 25-year career.

“She is possessed of incredible
levels of mental and physical
resilience, but this trip is over years,
not months, and her Pacific and
Atlantic solo rows will be preceded by
long periods of cycling across
continents alone, often on uncertain
rations,” he said in a statement.

“Accordingly, one of the many
elements of risk | have had to
consider is whether the muscle
wasting that will happen while she is
cycling will leave her able to row
those oceans safely,” Mr. Thomas
said.

design. The Netherlands-based food
company, which makes Prem in
Cincinnati, agreed to modify the design.
But the dispute's end was short-lived.
Hormel sent a second cease-and-desist
letter in March after learning
Zwanenberg was selling Prem in the
Philippines with a “modified yellow-on-
blue design,” according to the suit.
“Despite Hormel Foods' repeated
demands, Zwanenberg has refused to
cease using the modified Zwanenberg
yellow-on-blue design, necessitating
this lawsuit,” Hormel said in the suit.
Hormel is asking the court to order
Zwanenberg to stop using the packing
similar to Spam as well as unspecified
damages, attorneys costs and fees.
According to the lawsuit, Hormel has
produced 7 billion cans of Spam since
1937. That's Spam, a lot.

BEAZLEY TAKES A STAB AT FENCING SPONSORSHIP

Beazley is the principal The idea is to increase
sponsor, and insurer, of the awareness of fencing and help
members of the British fencing British fencing team for the next “dispel the myth that fencing is
team gathered in Leadenhall five years and hopes that the £1 difficult to understand,” the
Market, near the Lloyd’s building, = million ($1.6 million) injection of  specialist insurer that manages
to show off their skills. funding provided by the deal will  five Lloyd’s syndicates said in a

The event also celebrated a help the team win medals at the statement.
tive-year sponsorship deal with 2012 Olympic Games in London.

Dublin-based Beazley P.L.C. Under the deal, the £1 million Members of the British fencing

The fencers—led by Chrystal will be used to support athletes, team show off their skills at
Nicoll, Tom Bennett and Ed help fund the British Fencing Leadenhall Market in London as
Jeffries—put on a demonstration ~ National Academy, increase part of an event to celebrate a
and invited volunteers to take participation in the sport, help five-year sponsorship deal with
them on during the evening stage competitions, and market Beazley P.L.C.
event late last month. and promote the sport.

Lloyd’s of London brokers and
passersby were “en garde” when
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