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Senate approves hike
in PBGC premiums
The Senate last week approved a
measure—part of a broader
budget bill—that would increase to
$46.75 from $19 per plan
participant the annual PBGC
premium paid by employers with
defined benefit plans. In addition,
the bill calls for imposing a hefty
new premium surcharge on
employers that dump their
pension plans during bankruptcy,
and it would index future PBGC
premium hikes to increases in 
the national average wage. The
premium increase and
bankruptcy pension fee would not
take effect if Congress passes
comprehensive pension funding
reform legislation this year.

New York governor 
proposes comp reforms
New York Gov. George E. Pataki
has proposed a comprehensive
plan to reform New York’s
workers compensation system
that he says will reduce
employers’ costs by more than
15% while boosting some benefit
levels for injured workers. The
plan, which has not yet been

See LATE NEWS/page 43
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Buyers more cautious
on brokers, poll finds

By RUPAL PAREKH

PEMBROKE, Bermuda—Renais-
sanceRe Holdings Ltd.’s longtime
chairman and chief exec-
utive officer, James N.
Stanard, stepped down
last week amid investiga-
tions into the reinsurer’s
use of finite risk coverage
and concerns over
charges he and the com-
pany may face from U.S.
securities regulators. 

Mr. Stanard, who has
led Pembroke, Bermuda-
based RenaissanceRe
since its formation in
June 1993, has been closely associ-
ated with the reinsurer’s success.
The company reported his resigna-
tion in a statement last week, not-

ing that the move stemmed from
ongoing probes linked to Renais-
sanceRe’s restatement of its finan-
cial results earlier this year. 

Replacing Mr. Stanard
as CEO is Neill A. Currie,
a founding executive
who rejoined Renais-
sanceRe in July, after
most recently serving as
director of Platinum Un-
derwriters Holdings Ltd.
In addition, James
MacGinnitie, a director
since 2000, has been
named nonexecutive
chairman. Both ap-
pointments are effective

immediately.
“The board has been monitoring

By MICHAEL BRADFORD

Risk managers are more satisfied
that brokers are disclosing all com-
pensation arrangements, but the is-
sues of steering and bid rigging that

brought about greater transparency
have also caused insurance buyers
to become more involved in plac-
ing their coverages, a new survey re-
veals.

The survey of more than 500 U.S.
and Canadian corporations and
government entities released last
week by Advisen Ltd. shows that
risk managers’ attitudes toward
their brokers have drastically
changed since investigations into
contingent compensation arrange-
ments by New York Attorney Gen-
eral Eliot Spitzer began last year.

“There has been a reversal in atti-
tude of 180 degrees about compen-
sation issues,” said David Bradford,
New York-based editor-in-chief at
Advisen and a co-author of a com-
mentary on the survey. “In the pri-
or surveys, there was a real sense of
frustration at the lack of informa-
tion” that brokers were providing to

High court nominee
has favorable record
on business issues

By MARK A. HOFMANN

If what’s past is prologue, U.S. Ap-
peals Court Judge Samuel A. Alito
Jr.’s elevation to the Supreme
Court could be good news indeed
for employers.

That’s subject, of course, to the
Senate giving its approval to Presi-
dent Bush’s nominee. But where
some observers claimed that the
president’s other two Supreme
Court nominees—now-Chief Jus-
tice John G. Roberts and White
House Counsel Harriet Miers—
lacked a sufficient paper trail,
Judge Alito’s paper trail is copi-
ous. As a judge on the 3rd U.S.
Circuit Court of Appeals in
Philadelphia since 1990, Judge Al-
ito has been involved in hundreds
of cases involving employment
practices, insurance and liability.

“He’s certainly as open minded

on business issues as Chief Justice
Roberts appears to be,” said Glenn
Lammi, chief counsel-legal stud-
ies division at the Washington Le-
gal Foundation in Washington. “I
think he appreciates the need for
businesses to find ways to deal
with litigation costs,” Mr. Lammi
said.

“Predicting a nominee’s long-
term decision-making proclivities
on likely issues to come before the
Supreme Court is like handicap-
ping horse races; one can hope to
predict the nominee’s inclina-
tions, but it’s educated guesswork
until the race is run and the deci-
sion is issued,” said Gerald L.
Maatman Jr., a partner in the
Chicago law firm of Seyfarth
Shaw L.L.P.

Nonetheless, “employers likely
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45%Less than half
of respondents rely solely on
their brokers to handle their
insurance placements.

RenRe founder quits
as probe continues
Currie succeeds Stanard as
CEO of Bermuda reinsurer
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Online poll - [ 10/31 - 11/4 ]

Massachusetts House
passes health coverage tax
Bill would expand care access via tax on
employers that don’t provide insurance.
PPaaggee  44

Port Authority loses
WTC bombing subrogration
Insurers win case over liability for the
1993 attack on the World Trade Center.
PPaaggee  44

Virtually free health care
no longer an option at GM
The automaker’s workers must face
facts on benefit costs, an editorial says.
PPaaggee  88

U.K. seeks to cut lawsuits
with tort reform bill
A proposal would curb the activities of
claims management services firms.
PPaaggee  3377

Is your company prepared for the risk of
an avian flu outbreak? 
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Storm losses leave questions about
extent of reinsurance rate increases

By JUDY GREENWALD

CHICAGO—Uncertainty is the prevailing opinion among rein-
surance executives as to how the January renewals will shape up.

While property catastrophe rates for insurers hit by the hurri-
canes clearly will increase, few are willing to guess by how
much. Also unclear is the outlook for property cat rates for ac-
counts unaffected by the storms, as well as the direction casualty
rates may take.

Some observers say the renewal season will be later than usual
in part because of this uncertainty. This means there will be a
big push to complete programs by Dec. 31, and if there is a loss
early in the new year, any exposure that remains unreinsured
falls to the ceding company.

But others say factors including concern over provisions of
the Sarbanes-Oxley Act and the World Trade Center litigation,
which resulted from a nonfinalized contract, mean the renewals
are likely to be wrapped up on time (see story, page 31).

Meanwhile, in light of the impact of the spate of recent hurri-
canes on their balance sheets, the industry is expected to turn
more to alternative financial techniques to better manage its
books of business. Some reinsurance officials also say they are RReeiinnssuurreerrss,,  bbrrookkeerrss  aanndd  cceeddeennttss  mmeett  aatt  tthhee  PPrrooppeerrttyy  CCaassuuaallttyy IInnssuurreerrss

AAssssnn..  ooff  AAmmeerriiccaa  aannnnuuaall  mmeeeettiinngg  iinn  CChhiiccaaggoo  llaasstt  mmoonntthh  ttoo  ddiissccuussss  mmaarrkkeett
ccoonnddiittiioonnss  aanndd  nneeggoottiiaattee  rreenneewwaallss..
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More startup capital heads to Bermuda 
New entities plan to take advantage of hardening market

By DOUGLAS McLEOD 
and BARBARA COCKBURN

Startup activity in the reinsurance market
continued last week, as more investors
sought to take advantage of rising rates in
the wake of this year’s massive hurricane
losses.

Former Lloyd’s of London underwriter
Richard Brindle and Capital Z Financial Ser-
vices Partners are working to raise up to $1
billion to form a Bermuda-based insurer and
reinsurer to write marine and energy and
other risks.

The company, to be named Lancashire, is
expected to be up in time to write Jan. 1 re-
newal business after completing a private
placement that is expected to raise between
$750 million and $1 billion, a person famil-
iar with the plan said. Lancashire will write
aviation, marine and energy, property catas-

trophe and direct property business, as well
as retrocessional reinsurance risks.

Mr. Brindle, formerly an underwriter at
Charman Underwriting Agencies Ltd. in
London, will be Lancashire’s chief executive
officer. Insurance Partners, a predecessor of
New York-based Capital Z, acquired
Charman holding company Tarquin P.L.C.
in 1994 and sold it to ACE Ltd. in 1998. Mr.
Brindle recently resigned as a director of As-
cot Underwriting Ltd., a Lloyd’s agency
formed in 2001.

Meanwhile, Amlin P.L.C. has formed a
reinsurer in Bermuda with expected capital
of $1 billion. Amlin Bermuda, which expects
to be running by Jan. 1, will focus on region-
al U.S. and international catastrophe reinsur-
ance, Amlin said in a statement. The capital
is being raised through share issues and from
Amlin’s resources. Amlin said it expects the
operation to generate premiums of $350 mil-

lion in 2006 and $500 million in 2007.
Charles Philipps, chief executive of Amlin,

said, “We believe this is an opportune time
to make this move in view of the significant
rating increases which are expected as a re-
sult of the unprecedented windstorm losses
incurred in 2005 and 2004.”

Other Bermuda startups have formed in
recent weeks and are working to operate in
time for January renewals (BI, Oct. 31). 

In addition, A.M. Best Co. last week as-
signed an A- rating to New Castle Reinsur-
ance Co. Ltd., a new Bermuda-based proper-
ty cat reinsurer capitalized with $500 million
from funds managed by Chicago-based
Citadel Investment Group L.L.C. New Castle
Re will be headed by Christopher R. McKe-
own, former CEO of ACE Tempest Reinsur-
ance Co. and now CEO of Citadel’s unit CIG
Reinsurance Co., Best reported. A Citadel of-
ficial declined to comment for the record.

Aon extends opt-in deadlines
on commission settlements

By SALLY ROBERTS

CHICAGO—Aon Corp. says it is extending
the deadlines of two separate yet related set-
tlements of litigation over contingent com-
missions to give eligible policyholders more
time to sign up.

Some attorneys say, though, that Aon’s
move may be in response to the fact that so
many policyholders have objected to the
$38 million class action settlement in Alan S.
Daniel vs. Aon Corp.

Aon’s announcement closely follows New
York-based Marsh & McLennan Cos. Inc.’s
decision to also give its affected clients more
time to respond to the $850 million settle-
ment it reached in January with New York
Attorney General Eliot Spitzer, attorneys say.

Chicago-based Aon extended by one

month the period for eligible U.S. clients to
opt into the $190 million compensation
fund it established as part of its settlement
with authorities in New York, Connecticut

and Illinois. Aon clients with policies that
incepted or renewed between Jan. 1, 2001,
and Dec. 31, 2004, on which Aon collected
contingent commissions now have until
Nov. 30 to decide whether to participate in
fund. The deadline was originally Oct. 30.

Members of the certified class in the
Daniel litigation now also have until Nov.
30 to decide whether to participate in the
$38 million fund Aon established to settle
that case. Lead plaintiff Alan S. Daniel
brought the suit in 1999, alleging that Aon
had breached its fiduciary duty by collecting
contingent commissions from insurers with-
out disclosing them to clients.

Aon settled the Daniel suit shortly after
the joint settlement with the state regula-

Probably, 
or soon will
be able to
handle it.

6.2%

No, we are not ready.

71.8%

Do not know 

22.0%

See PCI / page 31

See AON / page 43

Aon will extend its
deadline on two
settlement offers
to Nov. 30, the
broker announced
last week.

Deadline extended
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Patient anti-dumping law raises
hospital liability concerns: Doctor

By DAVE LENCKUS

SAN ANTONIO—Final regulations
and guidelines for a federal law that
protects the rights of emergency
room patients could create signifi-
cant liability problems for hospitals,
according to an attorney who also
is an emergency room physician.

To protect themselves from po-
tential liabilities, hospitals should
ensure that they have policies and
procedures in place to comply with
the often-confusing requirements,
he said. Litigation stemming from
the regulations already has started,
he said.

The regulations and guidelines
cover when an emergency patient is
considered stabilized, when hospi-
tals can transfer emergency patients
and how a hospital should create its

on-call list of physicians who would
aid emergency room doctors, ac-
cording to Dr. Ronald A Bitterman,
a physician and independent attor-
ney in Charlotte, N.C.

Dr. Bitterman outlined concerns
with the law during a session at the
American Society for Healthcare
Risk Management’s annual confer-
ence, held in San Antonio last
month.

The Emergency Medical Treat-
ment & Active Labor Act, the so-

called patient anti-dumping law,
primarily imposes three legal duties
on emergency room departments at
hospitals that accept Medicare pay-
ments. Those emergency rooms
must:

● Provide appropriate medical
screenings to each patient to deter-
mine whether he or she is experi-
encing an emergency medical con-
dition, or EMC. 

● Either stabilize a patient or, if
unable to do so, transfer the patient
to a hospital qualified to treat his or
her medical condition.

● Accept transfers of patients
with special medical conditions if
the hospital has the capabilities to
treat those patients and the capaci-
ty to accept them.

Levy would be offset by
health contributions

By JERRY GEISEL

BOSTON—Massachusetts once
again is moving to impose a sur-
charge on employers that don’t
heavily subsidize their health insur-
ance plans in order to help fund an
ambitious program to cover the
uninsured.

Last week, the Massachusetts

House of Representatives over-
whelmingly approved a bill, 131-
22, that would impose a new pay-
roll tax on all but very small em-
ployers.

The tax would be 5% of payroll
for employers with 11 to 99 em-
ployees and 7% of payroll for em-
ployers with at least 100 employees.
Employers with 10 or fewer em-
ployers would be exempt from the
tax.

To encourage employers to offer
and pay a substantial portion of

health care premiums, the sur-
charge would be offset by employ-
ers’ health insurance costs. For ex-
ample, offsetting costs would in-
clude an employer’s premium con-
tributions as well as contributions
to health savings accounts for those
companies with high-deductible
health insurance plans.

Additionally, as part of several
last-minute changes made in re-
sponse to complaints from business

Port Authority liable for
1993 WTC bomb losses

By DOUGLAS McLEOD

NEW YORK—Several insurers are
among the roughly 400 plaintiffs
who won a verdict that found the
Port Authority of New York & New
Jersey negligently failed to prevent
the 1993 truck bombing of the
World Trade Center.

Units of six insurers filed subro-
gation claims against the Port Au-
thority for losses to commercial
tenants damaged in the attack.
Their claims were consolidated
with those of hundreds of individu-
als and WTC tenants in a massive
action that resulted in the jury’s
verdict late last month.

The New York State Supreme
Court jury found the Port Authori-
ty liable for failing to secure the un-
derground parking garage, where
Islamic terrorists detonated explo-
sives packed in a rental truck on
Feb. 26, 1993. The blast killed six
people, injured about 1,000 others
and caused extensive damage to
tenants in the WTC complex from
smoke and power outages.

The Port Authority is expected to
appeal the verdict. A separate phase
of the trial will determine damages
owed to the various plaintiffs,
though it is unclear whether the
damages phase will be stayed pend-
ing an appeal of the liability ver-
dict.

While lawyers for individual and
other plaintiffs have said they will
seek up to $1.8 billion in damages

for physical and emotional suffer-
ing, the insurer plaintiffs are seek-
ing a total of about $21 million for
losses paid to policyholders, said
Gerard F. Belz, a lawyer with Cozen
O’Connor, which represents the in-
surers.

Insurer plaintiffs in the 12-year-
old action include units of St. Paul
Travelers Cos. Inc.; Aetna Casualty
& Surety Co., business of which was
later acquired by Travelers; CIGNA
Corp., now part of ACE Ltd.; Fire-
man’s Fund Insurance Co.; Royal
Indemnity Co.; and Atlantic Mutu-
al Cos.

St. Paul Travelers has the largest
share of the claim at about $13 mil-
lion, while CIGNA’s claims total
about $5 million, according to Mr.
Belz. St. Paul Travelers’ policyhold-
ers included stockbroker Dean Wit-
ter Reynolds Inc. and reinsurance
intermediary Guy Carpenter & Co.
Inc., while CIGNA policyholders
included companies involved in
operating the WTC’s heavily dam-
aged Vista International Hotel.

Guy Carpenter is also a plaintiff
in the action, seeking to recover its
policy deductible and uninsured
losses, Mr. Belz said.

Trial of the case was delayed for
years by a series of discovery dis-
putes. In addition, the Port Author-
ity’s own records in the case were
lost in the Sept. 11, 2001, terrorist
attack that destroyed the WTC
complex, delaying the litigation for
more than a year, Mr. Belz noted.

Coverage continues
on page 28

See PATIENTS / page 26

States’ voters to decide fate
of insurance-related initiatives

By MEG FLETCHER

Voters in California and Washing-
ton state will consider several insur-
ance-related ballot measures on
Election Day.

All are citizen initiatives that
were brought to the polls through
petitions, rather than by legislative
referral.

Nationally, voters in eight states
will consider 41 ballot measures,
44% of which are citizen initiatives.
That is a “remarkably high” num-
ber of initiatives for an odd-year
ballot, according to a spokeswoman
for the Denver-based National Con-
ference of State Legislatures.

According to official ballot infor-
mation, voters in California will
choose between two competing
measures—Proposition 78 and 79—
that both would create discount
prescription drug plans for eligible
low- and moderate-income resi-
dents through state-negotiated re-

bates with drug manufacturers.
Proposition 78, which has a

slightly lower threshold for eligibili-
ty, would rely more on voluntary
participation by drugmakers and
could be terminated under specified
conditions.

Proposition 79, which requires
federal approval, would prohibit
state Medicaid contracts with man-
ufacturers that do not provide the
best price under that program, ex-
cept for drugs without therapeutic
equivalent.

It also would offer assistance to
small businesses and labor organi-
zations that pay more than 50% of
the cost of health care coverage for
employees and dependents. The
measure would establish an adviso-
ry board and prohibit drugmakers
and affiliated companies from en-
gaging in “profiteering,” which is
generally defined as exacting an un-

AA  FFeebbrruuaarryy  11999933  bboommbbiinngg  tthhaatt  kkiilllleedd  ssiixx  ppeeooppllee  aatt  tthhee  WWoorrlldd  TTrraaddee  CCeenntteerr
pprroommpptteedd  lliittiiggaattiioonn  iinn  wwhhiicchh  tthhee  WWTTCC oowwnneerr  rreecceennttllyy  wwaass  ffoouunndd  lliiaabbllee..

PP
HH

OO
TT

OO
::  AA

LLLL
AA

NN
TT

AA
NN

NN
EE

NN
BB

AA
UU

MM
//GG

AA
MM

MM
AA

PP
RR

EE
SS

SS
EE

See INITIATIVES / page 40

Massachusetts House passes
payroll tax to cover uninsured
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GROUP OF COMPANIES

Visit our all new website at
www.worldcaptiveforum.com for a
complete schedule, a list of current
registrants, and to register online. 

Highlights of this year’s 
World Captive Forum include:

• Keynote Session featuring Ernst Csiszar, 
President and CEO, Property Casualty 
Insurers Association of America (PCI) 

• Special ICCIE Pre-Conference Workshop
- Business Ethics in the Captive Industry

• Multiple Breakout Sessions, including 
the popular Captive Basics, Best 
Practices, Regulatory Issues, and Health 
Care Professional Liability Case Studies 

• Employee Benefits Track featuring 
keynote speaker Randall Moon, VP 
Human Resources, Archer Daniels 
Midland Company 

• Closing Lunch with special guest 
speaker Michael Gasior, President and 
Founder of American Financial Services

And many others! Register today by 
visiting www.worldcaptiveforum.com

Produced By:

PAUL WINSTON
Editorial Director

Editorial Director Paul Winston’s commentary appears fortnightly. 
He can be reached at pwinston@businessinsurance.com

Events alter future
I had an opportunity last week to
speak at a gathering of the three
Chicago-area CPCU Society chap-
ters. The purpose was two-fold: an
educational seminar on regulatory
reform proposals and a confer-
ment ceremony for a individuals
who had completed the require-
ments for the CPCU designation.

As the end of 2005 is fast ap-
proaching, I was asked to speak
on the major events of the year
and their impact on the industry.
To me, there are two develop-
ments that eclipse all the rest:

• Hurricane Eliot.
• And Hurricanes Dennis, Katri-

na, Rita, Wilma, Fred, Betty, Bar-
ney, Alpha, Beta and Omega.

Obviously, there was plenty
else on the industry’s plate in
2005—from TRIA reauthorization
efforts, to asbestos reform debates,
to softening market conditions, to
terrorist attacks in London, and
more—but week after week, the
main news of the year revolved
around the ongoing investiga-
tions into industry practices, the
industry’s response, and the fall-
out from both of those develop-
ments. And once September
rolled around, it was hurricane,
hurricane, hurricane, hurricane.

So let me share some of the
thoughts I offered to those
CPCUs, new and old, last week.

Hurricane Eliot

I think an analogy between
Eliot Spitzer’s impact on the in-
dustry and a hurricane’s impact
on a community is apt. Mr.
Spitzer was as unpredictable as a
hurricane, with those in his path
never certain of his investigations’
intensity, course or duration.  

As with New Orleans and Katri-
na, the insurance industry was
caught mostly unprepared for the
force of Hurricane Eliot. And, like
New Orleans and its windstorm
risk, the insurance industry—par-
ticularly in a post-Enron climate
of heightened scrutiny of business
practices and corporate gover-
nance—should have done more
to put its own house in order.

As with local, state and federal
officials’ response to Katrina, the
industry’s reaction to the initial
impact of Hurricane Eliot was
slow, disorganized and ultimately
made the damage worse.

And just as Katrina exposed se-
rious and longstanding problems
in the social fabric of New Or-
leans, Hurricane Eliot exposed
problems in industry practices
that had long gone unaddressed.

However, just as the problems

uncovered by Katrina will result
in improvements in protecting
communities from catastrophes,
and in managing and underwrit-
ing such risks, I also believe that,
despite the pain the industry is
now feeling from Hurricane Eliot,
it will emerge stronger and in bet-
ter shape to serve its customers.

Where is the silver lining?

Almost every line of insurance
was probed in the past year, from
property/casualty insurance, to
group benefit plans and annuities,
to reinsurance. And dozens of
companies were swept up in the
subpoenas, charges and settle-
ments resulting from the Spitzer
probe. These have yielded crimi-
nal charges against some, large
settlements with a few states, in-
vestigations by others, new liabili-
ty exposures for the affected com-
panies, volatile stock prices, job
cuts in the thousands and so on.

How, you might ask, could any-
thing good come of this?

For starters, it has exposed and
driven out a handful of bad actors
who gave the entire industry a
bad name. The investigation also
has spurred the industry to revise
or eliminate certain practices that,
while perhaps not illegal, were
close to crossing that line.

The probe also is giving new
impetus to improving an ineffi-
cient regulatory system, prompt-
ing officials to seek greater unifor-
mity or, barring that, a push for
an optional federal charter.

It has prompted brokers to re-
examine their role, the value of
their services and how they
should be fairly compensated. In-
deed, it is resulting in greater
transparency and communication
among all parties—buyers, bro-
kers, insurers and reinsurers—
which can only be a good thing.

There are no doubt other posi-
tive outcomes from the trials and
tribulations, but perhaps the
biggest is a clear message that ev-
eryone in the industry is responsi-
ble for assuring they conduct
themselves ethically, and that
their colleagues and companies
operate in the same manner. 

The CPCU Society, in fact, re-
quires its designees to pledge to
abide by a code of ethics. That is
not new, but as I told that group
last week, perhaps now that there
is precedent for holding the in-
dustry accountable, individuals
will feel more confident working
to make that more than a pledge,
and instead establish it as stan-
dard industry practice.
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Recommendation to limit tax break
on health care benefits is just wrong
To the editor: I thought I had seen it all.  

Regarding the recent recommendation of
a presidential panel to place a cap on the
amount of tax-free health care coverage that
employers can provide to their employees, I
am astonished that such a reckless move is
even on the table at a time when Americans,
both employers and employees, are strug-
gling with affording health care in record
numbers.

Additionally, this proposal would impose
another regulatory system that will be diffi-
cult to administer and will further compli-
cate an already-complicated tax system for
employers.

Who are these people?
Steven Jones

Managing Senior Partner
Employee Benefit Consulting Group

San Francisco

GM pact needs makeover
IF THERE EVER WAS A CASE of reality not
meshing with rhetoric, the new proposed
contract between General Motors Corp. and
the United Auto Workers union is it.

To judge by the headlines when the agree-
ment was announced, one would have
thought it was a landmark in the area of
health care coverage.

Certainly, the initial impression was that
GM was making deep cuts in the gold-plated
health care plans offered to UAW-represent-
ed employees and retirees.

While the contract does shift more
costs—through, for example, higher co-pay-
ments for prescription drugs for active em-
ployees and new premium contributions by
retirees—from GM to plan participants, it
would be an exaggeration to say the changes
are anything more than very modest.

Indeed, if the contract is ratified, active
UAW members still will not pay any health
care premiums, while retirees will pay $10 a
month for individual coverage and $21 a
month for family coverage.

Obviously, this agreement does not put
off by very much the day of reckoning that
GM and the UAW inevitably will face.

When employees have such a low exposure
to costs, logic says they are not going to seek
the most cost-effective care.

That means continued big increases in
health care costs. We don’t see how GM,
given the competition it faces from other
automakers with lower costs, will be able to
afford to offer the benefits it now provides.

The result will be either bankruptcy—and
big health care cuts imposed as part of
bankruptcy—or the complete failure of the
company.

We don’t think that is a pie-in-the-sky
scenario. All one has to do is look at other
industries—steel perhaps being the best ex-
ample—where competition and the inabili-
ty to rein in health care costs were the key
culprits in their collapse.

Nonetheless, given GM’s considerable, if
rapidly declining, financial resources, there
still is time—and we hope the will—on the
part of GM and the UAW to agree on a real
and fundamental redesign of GM’s health
care plans so the plans will not be a virtually
free commodity, and instead employees and
retirees will have strong financial incentives
to use health care services carefully.

Renew focus on contracts
While few would dispute that the insurance
industry has faced a challenging past 18
months, there are some important chal-
lenges ahead that still must be addressed.

Notably, with the upcoming renewal sea-
son, insurers and reinsurers will face a tough
time getting coverage contracts in place on
time. The industry is still tallying its losses
from the devastating hurricanes that hit the
United States over past several months, and
many of those estimates will still be nothing
more than guesswork well into next year.

In addition, the reinsurance market is
clearly entering a period of change, with
several reinsurers suffering downgrades and
with new capital flooding to existing players
and startups. As a result, many insurers
could see significant changes to their rein-
surance programs, which will affect how
they decide to direct their own capacity over
the coming months. 

It will be tough for underwriters to assess
appropriate rates without knowing how
much they have lost or what shape their
own protection will take. Given such cir-
cumstances, it would be tempting to fall
back on the traditional approach of agreeing

to renew but then working out the details
later.

Such an approach, though, would ignore
several other changes that have taken place
in the industry. 

The trial over coverage for the World
Trade Center, for one, should dispel any no-
tions that insurance remains an industry of
handshake agreements where coverage is-
sues can be sorted out between parties after
the coverage inception date. And the insis-
tence by regulators in the United Kingdom
that the London market, which covers a sig-
nificant amount of U.S.-based exposures,
achieve contract certainty prior to coverage
inception adds another dimension to the is-
sue.

Many buyers, brokers, insurers and rein-
surers are already aware of the need to dras-
tically change what has at times been a re-
laxed approach to contract agreements, and
they have made efforts to speed up the re-
newal process. Despite the obvious chal-
lenges of 2004 and 2005, the need to follow
through on those efforts remains urgent if
the industry is to avoid more expensive liti-
gation and regulatory intervention.
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Bermuda’s insurance department
revamps, expands industry oversight

By RUPAL PAREKH

In order to keep pace with evolving
standards for insurance regula-
tion—as well as with Bermuda’s
growing and increasingly complex
marketplace—the Bermuda Mone-

tary Authority is boosting its re-
sources and overhauling the struc-
ture of its insurance department.

As part of its efforts, the BMA,
which serves as the independent
regulatory body overseeing Bermu-
da’s financial services sector, is tak-

ing a number of steps to revamp
the regulation of insurance compa-
nies on the island, including bol-
stering staffing at the insurance
department, dividing the depart-
ment’s structure, and revising and
strengthening Bermuda’s existing

framework for insurance supervi-
sion.

The changes come partly as a re-
sponse to the domicile’s growth in
recent years, BMA officials say. Mar-

BERMUDA EVOLVING

TO MAINTAIN ITS ROLE

AS A CENTRAL MARKET
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See Q&A / page 14

Cheryl-Ann Lister is chairman of the
Bermuda Monetary Authority—the in-

dependent reg-
ulatory body
governing in-
surance com-
panies on the
island—while
Jeremy Cox is
supervisor of
insurance for
the BMA’s In-
surance De-
partment. The
island’s top
two regulators
sat down with
Business Insur-
ance Staff Re-
porter Rupal
Parekh to talk
about the Ber-
muda market,
including the
unique advan-
tages of and

challenges faced by Bermuda compa-
nies and the future role of this domicile
as part of the worldwide insurance in-
dustry.

Q: What don’t people outside
of the Bermuda market gener-
ally know about the Bermuda
insurance market? What are
some common misconcep-
tions?

CL: One of the things that I think is
probably not well known or under-
stood is the actual makeup of the
market. It’s not your traditional re-
tail market; it’s very much captive-
based on the one hand and large
commercial insurers and reinsurers
on the other.

JC: I think a lot of people don’t feel
it’s possible to have a sophisticated
financial services sector, sophisticat-
ed infrastructure for business or
credible regulation in a tourist spot.
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ket conditions following 1992’s Hur-
ricane Andrew and the Sept. 11,
2001, terrorist attacks spawned a
number of Bermuda startup reinsur-
ers, while an overactive hurricane
season seems to be attracting anoth-
er wave of startups to the island this
year (BI, Oct. 31). Currently, the
BMA regulates approximately 1,300
active insurance companies that
write gross premiums totaling $95
billion and have assets of more than
$235 billion and capital and surplus
of more than $87 billion, according
to the agency.

The Bermuda market’s growth has
prompted the insurance department

to increase its staff by recruiting indi-
viduals from the island and abroad,
said Jeremy Cox, supervisor of insur-
ance at the BMA. “By 2008, we hope
to have around 40 people dedicated
to the insurance department,” Mr.
Cox said. In contrast, the former reg-
istrar of companies in 1992 had a
team of only four. By 2001, when the
department relocated to the BMA, it
had 13 staffers.

But Mr. Cox acknowledged that
the changes are not related only to
the burgeoning number of business-
es on the island; the revamping is
also necessary for Bermuda to con-
tinue to meet international stan-
dards for insurance regulation, he

said. Mr. Cox noted that the Interna-
tional Assn. of Insurance Supervisors
over the past couple of years has is-
sued new core principles and
methodology applicable to world-
wide insurance markets, particularly
regarding the supervision of reinsur-
ers. 

Furthermore, two comprehensive
reviews of the laws governing
Bermuda’s financial services indus-
try conducted by the International
Monetary Fund and auditing firm
KPMG also prompted several recom-
mendations for improvements at
the insurance department, BMA offi-
cials said. As a result, recent changes
to the department’s regulatory mod-
el include amendments to the is-
land’s Insurance Act and the ongo-
ing issuance of guidance notes to
insurance companies and service
providers regarding corporate gov-
ernance procedures and market
conduct.

Amid an increasingly complex
and scrutinizing business environ-
ment, the BMA has said it is making
a greater commitment to ensuring
that companies on the island are in
compliance with insurance laws.
The BMA is stepping up onsite in-
spections of insurance entities,
which in turn is leading to a split in
the structure of the insurance de-
partment. “There is one area that is
going to be focused on onsite super-
vision and noncompliant compa-
nies and the other focused on li-
censing and authorization of com-
panies,” Mr. Cox said.

Deputy Director Shelby Weldon
will now focus on the on-site super-
vision of insurers and reinsurers,
making regular visits to companies,
with a particular emphasis on those
with larger operations. Despite the
strengthening of oversight, the new
“supervisory program” will focus
more on companies that classify as
Class 3 and Class 4 companies as
part of Bermuda’s four-class system,
rather than on smaller single-parent
and multiowner captive companies,
the agency has said.

Meanwhile, the insurance depart-
ment in July appointed Shanna Les-
pere co-deputy director with respon-
sibility for the licensing and autho-
rization of companies. According to
the BMA, increasingly complex
structures are being seen at the li-
censing stage due to more innova-
tive forms of alternative risk transfer
in the marketplace. This, combined
with the growing volume and com-
plexity of the regulatory approvals,
has necessitated the creation of the
new, dedicated division.
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As a member of the St. Paul Travelers, Discover Re benefits from the A.M. Best Financial
Strength Rating of A+ assigned to the St. Paul Travelers Insurance Companies Pool.

IT’S WHAT ALLOWS US TO MAINTAIN BALANCE
WITHOUT EVER LOSING SIGHT OF OUR GOALS.

At Discover Re, Alternative Risk Transfer is our only business.
This singular focus is unique to commercial insurance and sets us
apart with customers. It allows us to take a highly knowledgeable
look at the risks inherent to their businesses. And it enables us to
work in close partnership with clients to design and underwrite
truly “unbundled” structures. This provides maximum flexibility
and control rather than simple variations on conventional insurance.
To learn more about the benefits of working with the ART provider
whose focus never wavers, visit www.discover-re.com.

Unbundled ART: captives/deductibles/sirs/fronts

DDiirreeccttiioonn::  Recent storms driving more startups
Continued from previous page

The insurance
department will split
into “one area that is

going to be focused on
onsite supervision... and

the other focused on
licensing and

authorization.”

Jeremy Cox
Bermuda Monetary Authority

Bermuda market facts

1,300 active insurance entities

$95 billion in gross written
premiums

$235 billion in assets

Capital and surplus
of $87 billion

Source: Bermuda Monetary Authority
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I don’t know if people fully believe
that it’s possible to have all of that
on a small island. But we’ve created
it. We’re unique. And we’re not
small in terms of ability to regulate
the market or small in terms of the
capacity that the market has. If you
look at some of the recent disasters,
whether it be (the Sept. 11, 2001,
terrorist attacks), or the four hurri-
canes from last year, Bermuda has
been a major contributor in aiding
the United States in dealing with
these catastrophes from a reinsur-
ance perspective. That in itself is a
testament to the quality and the se-
curity of the companies here.

I’m not going to stand up here
just to say, “We’re great regulators,
and we’ve done a fabulous job,” …
but I think you can’t deny that our
regulation has been appropriate for
the type of companies we have
here. It has to be accepted as appro-
priate for the type of companies we
have here. Even in the current cli-
mate, where you have companies
being put under tremendous scruti-
ny by (New York Attorney General)
Eliot Spitzer and the (U.S. Securities
and Exchange Commission)—even
through all of that—the Bermuda
market has demonstrated a com-
mitment to working with regula-
tors, to making sure that they are

comfortable with (companies’) in-
ternal operations by having inde-
pendent reviews done.

CL: Also, in Bermuda, we’ve devel-
oped our regulations over the years.
Our development has been gradual
and as the result of experience, as
opposed to us suddenly being re-
quired to do something and create a
framework that potentially had ex-
cesses in it. I think all of that com-
ing together is the story of Bermu-
da, and it’s a story that just no other
country can tell. No other country
has the type of business that we
have, and no other country has it
all in such a very concentrated

place. People think of the city of
London as small; Bermuda’s even
smaller. And that is an advantage as
well, because there is a lot of intel-
lectual capital—and also financial
capital—packed into one little tiny
place, and, as a result, we can inter-
relate to one another at a level that
a larger jurisdiction just couldn’t.

Q: What is it that has made
Bermuda such a magnet for
the industry?

JC: I think it starts with industry
having a desire to come up with
some sort of solution to a challenge.
And there have been a number of

challenges that you can look to—
one of them was Hurricane Andrew
and another was Sept. 11. Bermuda
has been a place where the industry
has been able to respond.

I think it’s a responsiveness that
has really put us in that leading-
edge position—and that’s industry
responsiveness, government re-
sponsiveness and our responsive-
ness from a regulatory perspective.

CL: There is a commitment to qual-
ity here that has made it easy for
the industry to grow. Companies
know the environment in which
they are going to be expected to op-
erate. The basic approach that
we’ve taken is that we want quality
business here. So, if you don’t want
to be part of a quality environment
where people are going to know
what you’re all about and they’re
going to evaluate whether you’re
worthy of coming here … we’re not
interested. Very early in the game,
we set these rules, and that itself be-
came an attraction, because (com-
panies) knew that they were com-
ing to an environment that wanted
to do things right.

When you come in, we’re not
only going to vet the individuals
that want to set up the business,
we’re going to vet the business
proposition. There are times that
we’ve had to take the decision that
we don’t think this type of business
is right for Bermuda. We’ve man-
aged to keep, therefore, the quality
and type of business consistent
with what we feel is right for the de-
velopment of Bermuda.

JC: There have been tremendous
changes in the past two, three, four
years on the insurance side, and our
responsiveness as regulators has al-
lowed us to adapt to those changes
and position ourselves for success
going forward. I think the climate
that we’re in today, we will not
keep the business that we have here
and grow further business if Bermu-
da is not seen to be a solid, credible
jurisdiction. We have a tremendous
role in that respect as the indepen-
dent regulators here.

Q: One of the key differences
you’ve stressed between
Bermuda and other domiciles
is the partnership between
those in the insurance commu-
nity and the regulatory au-
thority that governs them.
What might you say to those
who might see some sort of
conflict of interest in that?

CL: The industry has to be respon-
sible for running its business. It’s
not our responsibility to run their
business. It is our responsibility to
understand their business and to
make sure they understand the
risks and are dealing with them ap-
propriately. And it is our responsi-
bility to ensure that the environ-
ment within which they run their
businesses is appropriate and that
the standards that are required to
be set are being set. If both of us
have the same overall commitment
to quality and to making sure that
the jurisdiction is credible, you can
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A Selective Underwriter of Treaty Reinsurance

CAPITAL YOU CAN BANK ON

Signet Star Re, LLC (A Berkley Company)
475 Steamboat Road • Greenwich • CT • 06830 • (203) 542-3200

Domestic Capital • Insurance Industry Parent

Signet Star Re is part of the 
W. R. Berkley Corporation,

providing Treaty Reinsurance
underwritten on behalf of

Berkley Insurance Company, 
a leading writer of reinsurance

in the U.S. market.

Berkley Insurance Company 
Rated “A” by A. M. Best, and “A+” by Standard & Poor’s

Statutory Surplus exceeding $1.7 billion

Q&A: Bermuda market has developed own regulatory infrastructure
Continued from page 11

See Q&A / page 18
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Visit www.businessinsurance.com for more information and access to the full searchable directory of alternative risk facilities.

Policyholder-owned facilities by domicile

Onshore and offshore

Source: BI survey

Coverage forms used by policyholder-owned facilities

Liability triggers

Source: BI survey

Rank Facility Domicile
2004 gross
premiums
written

2004
participants

Business conducted
by participants

Risks insured Management company /Address Phone /Fax /Web site Contact 

1 Associated Electric
& Gas Insurance

Services Ltd.
Bermuda $1,038,274,000 469

Utility and related energy
industries

D&O, excess liability,
employment practices, excess

workers compensation,
fiduciary liability, professional

liability, property

AEGIS Insurance Services Inc.
10 Exchange Place, 

Jersey City, N.J. 07302

201-521-1200
Fax: 201-521-9555
www.aegislink.com

Gilbert Gould,
senior vp

2 Oil Insurance Ltd. Bermuda $442,835,000 83

Chemicals and mining, oil
and gas exploration and

production,
petrochemicals, utilities

Control of well and third-party
pollution liability, physical

damage to property

OIL Management Services Ltd.
ACE Tempest Re Building, 

30 Woodbourne Ave., Third Floor, 
Pembroke, HM 08 Bermuda

441-295-0905
Fax: 441-295-0351

www.oil.bm

Douglas A. Kline,
senior vp/COO

3 Raffles Insurance Ltd.
Cayman
Islands

$154,709,122 225
Contractors, distributors,

manufacturers

Auto liability, auto physical
damage, general liability,

workers compensation

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

Grand Cayman, 
Cayman Islands B.W.I.

345-946-2100
Fax: 345-946-2110

www.rafflesinsurance.com

Michael Gibbs,
president-Kensington

Management Group Ltd.;
Jennifer Beard, executive vp-

Captive Resources L.L.C.

4 American Contractors
Insurance Group

Bermuda $90,325,000 35 Construction contractors
Auto liability, general liability,

workers compensation

ACIG Insurance Co.
12222 Merit Drive, Suite 1660, 

Dallas, Texas 75251

972-702-9004
Fax: 972-687-0603

www.acig.com

William S. McIntyre, chairman;
wsmcintyre@acig.com

5 Oil Casualty 
Insurance Ltd.

Bermuda $90,100,000 80

Chemicals and mining, oil 
and gas exploration and

production,
petrochemicals, utilities

Excess general liability

OIL Management Services Ltd.
ACE Tempest Re Building, 

30 Woodbourne Ave., Third Floor, 
Pembroke, HM 08 Bermuda

441-295-0905
Fax: 441-295-0351

www.ocil.bm

George Hutchings,
senior vp/COO

6 Affinity Insurance Ltd.
Cayman 
Islands

$73,521,486 164
Contractors, distributors,

manufacturers

Auto liability, auto physical
damage, general liability,

workers compensation

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

Grand Cayman, 
Cayman Islands B.W.I.

345-946-2100
Fax: 345-946-2110

www.affinityinsuranceltd.com

Michael Gibbs, 
president-Kensington

Management Group Ltd.;
Tom Ullrich, senior vp-

Captive Resources L.L.C.

7 Churchill Casualty Ltd.
Cayman 
Islands

$72,546,477 95
Contractors, distributors,

manufacturers

Auto liability, auto physical
damage, general liability,

workers compensation

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

Grand Cayman, 
Cayman Islands B.W.I.

345-946-2100
Fax: 345-946-2110

www.churchillcasualty.com

Michael Gibbs, 
president-Kensington

Management Group Ltd.;
Sam Meccia, senior vp-

Captive Resources L.L.C. 

8 Temporary Services
Insurance Ltd.

Cayman 
Islands

$50,924,509 106
Temporary employment

companies, staffing firms
Workers compensation

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

Grand Cayman,
Cayman Islands B.W.I.

345-946-2100
Fax: 345-946-2110

www.tempsinsurance.com

Michael Gibbs,
president-Kensington

Management Group Ltd.;
Luan Lee, vp-

Captive Resources L.L.C.

9 American Excess
Insurance Exchange,
Risk Retention Group

Vermont $49,685,000 18
Nonprofit hospital

systems
Excess hospital professional
liability and general liability

Premier Insurance 
Management Services

150 Dorset St., Suite 238, 
South Burlington, Vt. 05403

802-863-4400
Fax: 704-733-4700
www.premierinc.com

Robert Dowdy,
president

10 Traffic Insurance Ltd.
Cayman 
Islands

$47,199,190 56 Trucking companies
Auto liability, auto physical
damage, general liability,

workers compensation

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

Grand Cayman, 
Cayman Islands B.W.I.

345-946-2100
Fax: 345-946-2110

Michael Gibbs,
president-Kensington

Management Group Ltd.;
Tim Gallagher,

vp-Captive Resources L.L.C.

Source: BI survey

Largest policyholder-owned alternative risk facilities
Ranked by 2004 gross premiums written

California 2.3%

Bermuda
18.6%

Vermont
32.6%

Cayman Islands
46.5%

Both
17.1%

Claims made
12.2%

Occurrence
70.7%
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never have conflict.

JC: I wouldn’t call the relationship
today necessarily one of partner-
ship. I think if (companies here
were) asked today, we would very
much be seen today to be the inde-
pendent regulator who periodically
consults with the industry, as op-
posed to a partner with industry.
And I think that’s the way that it
needs to be. We don’t want to just
impose change on your market
without getting some feedback
from that market.

Q: Can you describe what

types of financial services and
insurance-related business
Bermuda wants to attract and
would be a good fit for the
market here?

CL: At the end of the day, Bermuda
is very cognizant of its reputation.
Therefore, we want to ensure that
the types of businesses that come
here will fit that reputation. I would
also say that we are, obviously, a
small jurisdiction, and there’s obvi-
ously limits to how much we can
expand. A lot of the business that
will probably be coming here will
be those that put less of a strain on
our infrastructure—so, small com-

panies that may not require a lot of
people. Having said that, if it’s a
good business, we’re not going to
turn it away. We are trying to find
the balance in terms of making sure
that we’re getting the right business
here and that it’s not going to ulti-
mately put too much of a strain on
our infrastructure.

Q: What are some of the
changes that the Bermuda
marketplace has to make over
the next few years?

JC: Certainly, from a regulatory per-
spective, we’re going to continue to
push to enhance our regulation of

the insurance industry here. The in-
dustry is going to be challenged
too.…I think that there may be
some additional requirements from
an international perspective that will
be imposed on the industry, and the
industry will have to respond. You’re
going to see change that takes place
based on world events, based on
scrutiny from regulators and based
on the maturity of the market. We’re
going to continue to adapt to that
change and make sure that Bermuda
continues to be known to be credi-
ble. Transparency is key—making
sure that people know that this juris-
diction is clean, that’s it’s credible,
and we’re going to take the steps

that are necessary to make sure that
that is understood. 

Q: Finite reinsurance and re-
lated problems at companies
have fueled a lot of question-
ing of Bermuda as a domicile
recently. Do you think that
these industry issues will have
an impact—or perhaps already
have had an impact—on the
Bermuda market in terms of
the businesses that want to set
up here or remain here on the
island?

JC: This is not a Bermuda issue; this
is an issue for a number of jurisdic-
tions. It’s more of a U.S. issue than
anything, and it’s a Swiss issue, it’s a
U.K. issue. I think that we’ve done a
tremendous job—we being the reg-
ulators, the government and the
Bermuda market overall—of with-
standing all of that. To me, it’s al-
most good when you have a test
like that, because then you really
get to see how your participants re-
spond. And they’ve responded ex-
tremely well. Everybody, from what
I have seen and from what I’m
hearing from my deputies, has been
extremely responsive to our queries,
and they also have been extremely
responsive to U.S. investigators. If
Bermuda players had turned a blind
eye, and said, “We’re in another ju-
risdiction; we don’t care,” then it
would be a different story, but
they’ve done the opposite.

CL: Bermuda is a key player in the
reinsurance market globally. There-
fore, when anything happens in
that sector—whether it’s positive or
negative—it’s inevitable that Ber-
muda’s name comes up.

One of the challenges that we do
have, unfortunately, is if something
happens to a company in New
York, people don’t say, “New York
is a bad place to do business.” But
when a Bermuda company is even
perceived to have done something
wrong or there is some negative
news concerning a particular com-
pany, people immediately start
questioning Bermuda.

Q: Where do you see the
Bermuda market in the next
10 years?

JC: All we can say from a regulator’s
perspective is that we see interna-
tional regulation as still in the early
days. The international insurance
regulators association, the standard-
setting body, has only been around
for 12 years. In the next 10 years,
they are going to very busy trying to
consolidate the infrastructure from
a regulator’s perspective—so we’re
going to be very busy participating
in standard-setting meetings and
making sure that whatever takes
place in the market in Bermuda has
a solid regulatory infrastructure.

CL: The underlying commitment
to quality I don’t believe will
change, because that has been the
secret of our success. I believe we’re
going to strengthen in that regard,
and, 10 years from now, that will
still be the key thing that under-
scores our regulation and plays a
key role in the market.
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Captives in Focus

Our Captive Insurance Group is an experienced team
dedicated solely to the needs of the captive insurance
industry. We’ve bundled the many financial products and
services the industry uses into one seamless package. And
Bank of Bermuda is proud to provide this dedicated service
to the world’s largest domicile of captive insurance
companies and managers.

To learn of the numerous possibilities for streamlining
your financial needs, contact our Captive Insurance Group.
Call 441 299-5355 or visit www.bankofbermuda.bm/corpbank.
You have our undivided attention.

Single-source captive financial services

Issued by The Bank of Bermuda Limited

QQ&&AA::  Bermuda strives to keep operations transparent and credible
Continued from page 14
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By MICHAEL BRADFORD 

Bermuda captive owners have, for
the first time, an association to call
their own.

While captive managers and oth-
er Bermuda market professionals
have for years belonged to organiza-
tions intended to help them work
smarter and share expertise, captive
owners have not had that same
kind of professional camaraderie.
But that changed in September,
when the Bermuda Captive Owners
Assn. held its inaugural meeting at
the Bermuda Captive Conference,
which is itself a newly launched ac-

tivity that organizers plan to make
an annual event.

The new association aims to cre-
ate networking opportunities for
risk managers who have captives in
the domicile and to foster an active
approach to doing business and
working with Bermuda regulators.

The Bermuda Insurance Man-
agers Assn., an organizer of the
September conference, is helping
the captive owners association es-
tablish its structure and find its feet
in the marketplace. But while BIMA
is providing support, the new asso-
ciation will be making its own deci-
sions.

“We have ideas at BIMA, but
we’re trying to leave it to the steer-
ing committee” to come up with
the final operating structure of the
association, said J. Oliver Heyliger,
BIMA’s president.

The inaugural meeting drew 30
attendees, with six risk managers
volunteering to staff the group’s
steering committee.

Karl Zimmel, director, risk man-
agement, at Alberto Culver in Mel-
rose Park, Ill., is a member of the
committee and one of the organiz-
ers of the association. Mr. Zimmel
said he sees the association as an ex-
cellent way for risk managers to

help each other with their captive
operations.

“It’s an opportunity, really, to
network among your peers in simi-
lar situations,” Mr. Zimmel said. In
addition to having meetings to pro-
vide networking opportunities,
there are plans for the group to es-
tablish an e-mail link that members
can use to share information and
offer guidance, he said.

Such an association could be es-
pecially helpful to risk managers
with newly established captives,
Mr. Zimmel said. “If someone is
brand new” to the captive world,
“there will be a support group avail-

able,” he said. “Historically, it’s
been captive managers and consul-
tants” that have been available to
provide help, he noted, and there
hasn’t been a way for Bermuda cap-
tives to solicit help from their peers.

The need for networking oppor-
tunities and the idea of such an as-
sociation had been on Mr. Zimmel’s
mind for some time when he was
asked by Mr. Heyliger to help with
the new group’s formation.

He first considered the idea about
two years ago, when he was with
another company, Mr. Zimmel said,
and an executive asked how other
captives handled a given invest-
ment situation. “I wished I had had
an organization to go to or could
shoot an e-mail to someone” for
the answer, he recalled. “It really hit
me then.”

“So I was very excited when I
heard he had similar thoughts,” Mr.
Zimmel said of Mr. Heyliger’s plans
for the group.

In addition to offering network-
ing benefits, the club hopes to pro-
vide its members with a close rela-
tionship with Bermuda regulators.
Captive managers would like to
have some input into the regulatory
process and be better informed
ahead of time when regulatory
changes are in the works, Mr.
Heyliger said.

The association will allow captive
owners to “have a consolidated
voice,” said Brian Raymore, senior
vp of safety and risk at CentiMark
Roof Systems in Canonsburg, Pa.,
and one of the first members of the
captive association. With that
voice, he said, the group can “make
recommendations as to how to
make the business climate better.”

As of now, the association is open
only to Bermuda captive owners,
which generally means the risk
managers for the parent companies,
Mr. Zimmel pointed out, though he
noted that the group could later be
opened to captive owners from oth-
er domiciles. “That’s something
we’re still kicking around,” he said .

The association has yet to decide
how frequently it will meet, but
plans are to gather at least annually
during the Bermuda Captive Con-
ference.

Many of the new group’s mem-
bers also belong to the Risk & Insur-
ance Management Society Inc., Mr.
Zimmel said, and there may be a
way for the association to meet dur-
ing RIMS’ annual conference. Re-
garding meeting dates and other de-
tails, though, “a lot still needs to be
developed,” he acknowledged.
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Our specialisation 
and market knowledge 
make the real difference

• Specialist Retail & 
Wholesale Broking
• Property
• Casualty
• Healthcare
• Financial & Professional
• Terrorism

• Captive Management

• Consulting

4th Floor, Cedar House, 41 Cedar Avenue, 
Hamilton, HM12, Bermuda. Telephone (441) 292 4364

JLT Risk Solutions’ operations in Bermuda are 
carried out by: JLT Risk Solutions (Bermuda) Limited 
and JLT Risk Solutions Management (Bermuda) Ltd.

Established in 1988

Bermuda captive owners form networking association

The inaugural meeting
in September of the

Bermuda Captive
Owners Assn. drew 30
attendees, with six risk
managers volunteering

to staff the group’s
steering committee.
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By SARAH VEYSEY

In the weeks since Hurricane Katri-
na caused the insurance industry’s
largest-ever natural catastrophe
loss, followed by two other sub-
stantial hurricanes, many of
Bermuda’s newer insurers and rein-

surers have been reassessing busi-
ness plans and raising new capital.

Many Bermuda companies suf-
fered large losses from the hurri-
canes, but most have now replen-
ished lost capital and are in a
strong position to take advantage
of expected price increases for

many lines of business, particularly
property catastrophe reinsurance.

Investors also have signaled their
intention to place more capital in
the Bermuda market.

Last week, London-based Amlin
P.L.C. announced it has formed a
reinsurance company in Bermuda
with capacity of $1 billion. Amlin
Bermuda, which intends to be up
and running by Jan. 1, 2006, will
focus on underwriting regional U.S.
and international catastrophe rein-
surance. Charles Philipps, chief ex-
ecutive of Amlin, said of the forma-
tion of the new reinsurer, “We be-
lieve this is an opportune time to
make this move in view of the sig-
nificant rating increases which are
expected as a result of the unprece-
dented windstorm losses incurred
in 2005 and 2004.”

Donald Kramer, founder of NAC
Re Corp. and Tempest Reinsurance
Ltd., last month announced plans
to set up a Bermuda-based reinsurer
with capital of $750 million. He
leads an investment group that will
buy the existing business of Rose-
mont Reinsurance Ltd., the Bermu-
da unit of London-based Goshawk
Insurance Holdings P.L.C. that was
placed into runoff after large hurri-
cane losses.

Warren, N.J.-based Chubb Corp.
announced that, in conjunction
with Greenwich, Conn.-based
Stone Point Capital L.L.C., it is set-
ting up a Bermuda-based reinsurer,
Harbor Point Ltd. The new compa-
ny expects to have startup capital
of about $1.5 billion and will take
on the reinsurance book of
Bernardsville, N.J.-based Chubb Re,
including Jan. 1, 2006, renewal
rights and certain other assets,
Chubb said.

Startup reinsurer Validus Rein-
surance Ltd., supported by insur-
ance investment vehicle Aquiline
Capital Partners L.L.P., was incor-
porated in Bermuda late last
month. The reinsurer, which will
write property catastrophe business
and other specialty lines, will be
headed by Chairman and Chief Ex-
ecutive Officer Edward J. Noonan, a
former president and CEO of Amer-
ican Re Corp. Validus’ sponsor,
Aquiline Capital Partners, is an in-
vestment vehicle run by Jeffrey
Greenberg, former chairman of
Marsh & McLennan Cos. Inc.

Bermuda is considered a vibrant
market and a great place for new
startups, said Laline Carvalho, a
credit analyst and director at Stan-
dard & Poor’s Corp. in New York.

While a few additional startups

will form in the wake of hurricanes
Katrina, Rita and Wilma, there is
not likely be a rush of new compa-
ny formations like that after the
Sept. 11, 2001, terrorist attacks, Ms.
Carvalho said.

Established companies, too, have
been raising capital to replenish
their balance sheets after hurricane
losses, and many likely will alter
their strategies to take advantage of
the expected upturn in rates for
some classes of business, particular-
ly catastrophe business, sources
say.

For example, some of the “hy-
brid” Bermuda-based companies
that write both direct insurance
and reinsurance business may write
a greater proportion of reinsurance
going forward because that market
is expected to afford opportunities,
noted Ms. Carvalho.

And some of the Bermuda com-
panies that “have made large in-
roads into casualty” may now write
a greater proportion of property
business, she said. This could re-
strict the available capacity for ca-
sualty risks and reduce competi-
tion, resulting in rate increases in
that area too, she noted.

Rating agencies also may review
their risk-based capital require-
ments for insurers and reinsurers
writing certain lines as a result of
the recent hurricane losses, noted
Chris Klein, head of counterparty
risk at London-based broker Ben-
field Group Ltd. “And the cost of
capital could increase,” he said.

Some monoline companies
could, as a result, face a “dispropor-
tionately high cost of capital” and
some may decide to diversify their
business lines to reduce this cost,
he said.

Reinsurance rate hikes
ahead for property risks

Many Bermuda-based companies
are optimistic about the opportuni-
ties they believe the hurricane loss-
es will generate.

Large rate increases are expected
for property reinsurance, likely be-
tween 50% and 100% for U.S.-
based risks and possibly higher for
catastrophe-exposed business, said

Chris O’Kane, chief executive of
Bermuda-based Aspen Insurance
Holdings Ltd. 

Aspen is a diversified player, Mr.
O’Kane said, and “we would not
want any one line of
business–however attractive–to
grow to the extent that (losses in it)
could threaten the whole entity.”

Some Bermuda-based companies
that have monoline structures may
seek to diversify if rating agencies
require them to allocate more capi-
tal to certain risks, he noted, and
consolidation in the market could
take place.

This year’s hurricanes suggest “a
meaningfully better market (for
reinsurers) than we would have
seen in the absence of the storms,”
said Kevin J. O’Donnell, senior vp
at Renaissance Reinsurance Ltd. in
Bermuda.

But Mr. O’Donnell noted the
market is unlikely to change so sig-
nificantly as it did after Hurricane
Andrew in 1992, when Bermuda
became a center for catastrophe in-
surance and reinsurance.

Underwriters hit by storm losses
this year have been able to replen-
ish their balance sheets fairly easily,
in the main, he said, and “any
amount of new capital, I think, will
increase supply and dampen the ef-
fects” of expected demand.

But cedents may, in the wake of
the storms, believe that they need
to buy more reinsurance cover at
higher levels, he said.

Property business
becomes attractive

Max Re Ltd. plans to diversify
into property insurance and rein-
surance in order to benefit from the
improved rating environment and
expected increased demand for
such business in the wake of the re-
cent hurricanes.

Max Re’s president and CEO,
Robert J. Cooney, said the compa-
ny recently raised $246 million to
take advantage of what it believes
to be a significant opportunity to
expand into property business at
the upcoming renewal.
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The Park Group, headquartered in Bermuda, 
provides insurance and reinsurance broking 
services through its operating companies 
in Bermuda, USA and London.

We are recognized as Market Leaders in 
numerous industry segments and coverages.  
Please visit us at www.theparkgroup.bm

Worldclass Wholesale Insurance & 
Reinsurance Brokers

T H E  P A R K  G R O U P

Global reach through our 
specialty practice groups

  Park Casualty

  Park Energy

  Park Healthcare

  Park Professional

  Park Property

  Park Special Risks

  Park Treaty

Park Group Inc.

For further information please contact:
Michael Jenkins  Managing Director  Park Bermuda

44 Church Street  Hamilton HM 12  Bermuda      
P.O. Box HM 1616  Hamilton HM GX  Bermuda 

Tel:  (441) 294 7959     E-mail: mjenkins@park.bm     
Web: www.theparkgroup.bm

P A R K  B E R M U D A

A V R E C OA V R E C O
Chicago    New York

P A R K  L O N D O N

Philadelphia

Companies boost capital in anticipation of price hikes
Post-Katrina, insurers and reinsurers seeking to profit from property cat opportunities

AA  ccaassiinnoo  bbaarrggee  iinn  GGuullffppoorrtt,,  MMiissss..,,  lliieess  iinn  rruuiinnss,,  ppuusshheedd  aasshhoorree  bbyy  HHuurrrriiccaannee
KKaattrriinnaa..  LLaarrggee  lloosssseess  ffrroomm  tthhee  hhuurrrriiccaannee  hhaavvee  ffoorrcceedd  mmaannyy  BBeerrmmuuddaa--bbaasseedd
iinnssuurreerrss  aanndd  rreeiinnssuurreerrss  ttoo  rraaiissee  nneeww  ccaappiittaall  aanndd  rreeaasssseessss  tthheeiirr  bbuussiinneessss  ppllaannss..

Many Bermuda-based
companies are

optimistic about the
opportunities they

believe the Hurricane
Katrina losses will

generate.
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1 2004 premium volume, assets and capital/surplus are converted from South African rand = $0.1611 (2004). 2 2005 estimated premium volume is converted from South African rand = $0.1505 (10/24/05)
Source: BI survey

Visit www.businessinsurance.com for more information and access to the full searchable directory of rent-a-captive facilities.
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Types of rent-a-captive programs

Source: BI survey

Coverage forms used by rent-a-captive facilities

Liability triggers

Source: BI survey

Rank Facility Domicile
2004
gross

written premiums

Estimated 2005
gross

written premiums

2004
participants

Estimated 2005
participants

Risks insured Management company/Address Phone/Fax/Web site Contact

1 Guardrisk Group 
of Cos.

South Africa $329,317,076 1 $362,489,033 2 291 346 Life, nonlife

Guardrisk Holdings Ltd.
Alexander Forbes Place, 

90 Rivonia Road, Fourth Floor, 
Sandton, 2146 South Africa

27-11-669-1100
Fax: 27-11-669-2528
www.guardrisk.co.za

Andre Gideon 
Jordaan, 

financial director

2 Universal
Re-Insurance Co. Ltd.

Bermuda $185,000,000 $215,000,000 125 135 All lines
Atlantic Security Ltd.

Windsor Place, 18 Queen St., 
Hamilton, HM 11 Bermuda

441-295-5425
Fax: 441-295-5444

Hal Forkush, 
president

3 Marchmont
Insurance Co. Ltd.

Bermuda $146,000,000 $40,000,000 15 12
Health, life, pension,
property/casualty

HSBC Insurance Solutions
(Bermuda) Ltd.

Insurance Building, 
112 Pitts Bay Road, 

Hamilton, HM 11 Bermuda

441-292-5566
Fax: 441-292-8682

www.bfm.bm

S. Andrew White,
assistant vp/

manager

4 Universal 
International 

Reinsurance Co. Ltd.
Bermuda $115,000,000 $125,000,000 65 72 All lines

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

Hamilton, HM 11 Bermuda

441-295-5425
Fax: 441-295-5444

Hal Forkush, 
president

5 Alternative Re Ltd. Bermuda $81,300,000 N/A 146 N/A

Auto liability, general liability,
property, products and
completed operations,
workers compensation

Wessex House, 
45 Reid St., 

Hamilton, HM 12 Bermuda

441-278-9245
Fax: 441-278-9249

6 Artex Insurance 
Co. Ltd.

Bermuda $66,100,000 $70,000,000 100 108
Auto liability, general liability,

workers compensation

Artex Underwriting Managers Ltd.
Swan Building, 26 Victoria St.,

Hamilton, HM HX Bermuda

441-296-6429
Fax: 441-292-8231

www.rent-a-captive.com

Peter J. Mullen,
president

7 Hurst Holme
Insurance Co. Ltd.

Bermuda $64,000,000 $75,000,000 22 25 Property/casualty
IAS Group

44 Church St., 
Hamilton, HM 12 Bermuda

441-295-3688
Fax: 441-296-1457

www.ias.bm

David P. Pickering,
president

8 Lansdowne 
Insurance Co. Ltd.

Bermuda $59,675,000 $65,000,000 60 64 Property/casualty

Allegro Insurance & Risk 
Management Ltd.

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

441-295-8495
Fax: 441-292-1196

Andy McComb,
president

9 Uberrimae Fidei 
Insurance Co. Ltd.

Bermuda $55,000,000 N/A 12 N/A All lines
Independent Management Ltd.

P.O. Box HM 2070, 
Hamilton, HM HX Bermuda

441-295-1646
Fax: 441-292-8062

www.img.bm

Francis J. Carter,
president 

10 North Rock 
Insurance Co. Ltd.

Bermuda $41,000,000 $45,000,000 70 50 N/A

Cedar Management Ltd.
Continental Building, 

25 Church St., 
Hamilton, HM 12 Bermuda

441-295-6015
Fax: 441-295-1702

Thomas R. 
McMahon, 

president-Cedar
Management Ltd.

Gavin P. Collery,
president/COO

Largest rent-a-captive facilities
Ranked by 2004 gross premiums written

Both
72.7%

Fully funded *
15.2%

Traditional **
12.1%

*In fully funded programs, the rent-a-captive issues a policy and funds it up to the aggregate limit.
**Traditional programs are written through a fronting company rather than by the rent-a-captive.

Both
54.5%

Claims made
18.2%

Occurrence
27.3%
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Currently, Max Re largely writes
casualty business, with premium
volume of about $30 million from
property insurance business, Mr.
Cooney explained. He said he be-
lieves the company will be able to
expand that portfolio to between
$75 million and $200 million.

Previously, Mr. Cooney said,
Max Re was binding only a few of
the submissions it received because
it believed prices were not ade-
quate. “We were probably only
writing about 7% of what we saw,”
he said. 

But the company now expects
rising rates to make property busi-
ness more attractive, Mr. Cooney
said, with increases of 15% to 20%
expected on accounts with no
catastrophe exposure, rises of 50%
to 60% expected on business that
experienced limited losses, and in-
creases of as much as 200% to
300% expected on business that
suffered large losses. 

In addition, Mr. Cooney said,
Max Re plans to expand in proper-
ty catastrophe business, where it
has not previously been a large
player. The company does have an
investment in Da Vinci Re, a vehi-
cle set up after Sept. 11, 2001, to
underwrite short-tail property
catastrophe business, he said, but it
now plans to greatly expand its un-
derwriting in this area.

Mr. Cooney said Max Re is cur-
rently in the process of hiring a
team of property catastrophe rein-
surance underwriters, which it
hopes will be on board before the
Jan. 1 renewals.

There are, as yet, no fixed targets
for premium volume for this part
of the business, Mr. Cooney said,
but he predicted that Max Re likely
will write about $75 million to
$100 million of such business if the

renewal season goes well.
Pembroke-based Endurance Spe-

cialty Holdings Ltd. raised $600
million, in three stages, to restore
its balance sheet to its pre-Katrina
strength and to be in a position to
take advantage of market opportu-
nities, said the company’s chair-
man and CEO, Ken LeStrange. En-
durance has a diversified book of
business but sees particular oppor-
tunities in the property catastrophe
area, he said.

“I am very excited about the
property catastrophe reinsurance
business. The market has behaved
in a very disciplined fashion now
for 12 to 13 years post-Hurricane

Andrew, and I think we bring some
important advantages in that
space,” Mr. LeStrange said. “And
our property catastrophe reinsur-
ance portfolio has been stress-test-
ed now” by a large number of natu-
ral catastrophes in recent years
“and we’re feeling pretty good
about it,” he said.

Bermuda-based companies will
be reassessing the way they look at
risk in the wake of Hurricane Katri-
na—“the largest loss in insurance
history,” said James P. Bryce, presi-
dent and CEO of IPC Holdings Ltd.

Companies will probably now
impose clearer definitions and lan-
guage, and there will be a tighten-

ing of sublimits, he said. This, in
turn, will create greater demand for
property catastrophe coverage, he
said.

In the wake of the hurricanes,
other companies are assessing their
exposures in certain lines.

Quanta Capital Holdings Ltd. is
conducting an internal analysis of
its technical risk property and
property reinsurance books and has
temporarily ceased writing those
lines until the review is complete, a
spokeswoman for the company ex-
plained.

“We are still a relatively young
company—just two years in busi-
ness,” she said, “and our results

have been overshadowed by the
severity of the windstorms.” The
company expects net losses of
about $68.5 million from hurri-
canes Katrina and Rita, and of
about $8 million to $15 million
from Wilma.

Quanta was working closely with
rating agency A.M. Best Co. to “as-
sess its capital position and what
the best option is for capital rais-
ing,” the spokeswoman said.

Quanta announced late last
month that it had filed a shelf reg-
istration statement with the U.S.
Securities and Exchange Commis-
sion that, if enacted, would enable
it to raise up to $125 million.
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Exploring New Horizons

Japan’s oldest and largest non-life insurance company,
Tokio Marine and Fire Insurance Company took 
a visionary step in 2000, establishing Tokio Millennium
in Bermuda. With leading edge expertise and technology,
Tokio Millennium is now Tokio Marine Nichido’s largest
non-life subsidiary, providing large reinsurance capacity
for natural catastrophe risks and structuring innovative
transactions in the field of alternative risk transfer.

Tokio Millennium Re, providing financial strength,

stability and security for your risks.

Tokio Millennium Re Ltd. Wellesley House North, 90 Pitts Bay Road, Pembroke HM 08, Bermuda
t: (441) 296-6700 f: (441) 296-8780  e: info@tokiomillennium.com  w: www.tokiomillennium.com

Tokio Millennium Re Ltd.

A.M. Best rating: A+ (Superior)

Standard & Poor’s rating*: AA-

*Information on the most current rating is available at www.standardandpoors.com or from Standard & Poor’s at (212) 438-2400. Ratings are not a guarantee of an insurer’s financial strength nor a recommendation as to the insurer.

PPoosstt--KKaattrriinnaa::  Bermuda companies boost capital in anticipation of rate hikes
Continued from page 22

ARTICLE RESEARCH
ARTICLE PHOTOCOPIES

To request a comprehensive
search of past articles on a topic
in Business Insurance, or to con-
duct other in-depth research,
the Crain Information Center is
available to help. Rates for basic
services are as follows: Bibliogra-
phies of articles on a single topic
are available for a minimum
charge of $37.50 and up, de-
pending on the complexity of
the search; research in Business
Insurance and other Crain publi-
cations is $150 per hour; docu-
ment delivery is $10 minimum.

Article photocopies sent via fax
or mail are available through
the Crain Information Center.
Each article or chart is $10 per
page and delivered either via
fax or by mail.

For more information or to
order photocopies, contact:
Crain Information Center
360 N. Michigan Ave.
Chicago, Ill. 60601-3806
Telephone: 312-649-5476
or 312-649-5329 
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The law requires hospital boards
of trustees to adopt and enforce
EMTALA policies. Hospital staff
must then be educated about the
policy, Dr. Bitterman said.

Although EMTALA was enacted
in 1986, the Centers for Medicare
and Medicaid Services—a division
of the Dept. of Health and Human
Services—did not publish its final
interpretive guidelines for the law
until May 2004.

Some of the interpretive guide-
lines are confusing and at odds with
how the law is written, according to
Dr. Bitterman. In addition, hospi-
tals now face patient-treatment

rules that vary depending on
whether a patient is first treated in
the emergency department or some
other department.

The fastest-growing area of law-
suits against hospitals centers on
EMTALA violations, however, good
hospital policies and procedures
should mean “you have nothing to
fear from this law,” Dr. Bitterman
said.

The “most controversial issue”
under the new CMS regulations
centers on the on-call lists of
physicians that hospitals must
maintain to ensure that emergency
patients have access to specialists.
“This is where the rubber meets the

road in terms of access to care.” he
said.

Hospitals, not their medical
staffs, are responsible under the
CMS regulations for on-call duties.
“That’s an enormous expansion of
hospital liability,” he said. 

In developing on-call lists, “you
have to look at on-call services dif-
ferently than you did before,” Dr.
Bitterman said. The regulations
require a hospital to maintain
an on-call list that “best meets
the needs” of its patients by tailor-
ing the list to the hospital’s special-
ties.

Hospital policy also must include
contingency plans for when an on-

call physician cannot respond be-
cause of circumstances beyond
their control. In addition, under the
CMS rules, hospitals can give physi-
cians the flexibility to make com-
mitments that could preclude them
from performing their on-call du-
ties, Dr. Bitterman noted.

This “maximum flexibility,” as
the CMS rules call it, may mean
that “maximum uncertainty” will
continue for hospitals and the re-
quirement will complicate arrang-
ing timely access to specialty care
providers, he said.

On-call doctors often do not
want to respond for various rea-
sons, Dr. Bitterman said. For exam-

ple, doctors may not want to treat
patients from neighboring commu-
nities that do not take care of their
own residents, yet that is a required
by the law, he said. 

In another situation, an on-call
physician who is tapped during of-
fice hours typically would not want
to leave his or her practice and
would instruct the hospital to have
the patient moved to the doctor’s
office. That would be allowable
only if the patient were stabilized,
Dr. Bitterman noted. That is why
the CMS regulation on when an
emergency patient is considered
stabilized is such “a big deal,” he
said.

In its “confusing” guideline, CMS
says that a patient is stabilized at
the point that his or her EMC is re-
solved rather than when the patient
can safely be transferred to a more-
appropriate facility, Dr. Bitterman
said.

“This interpretation is contrary to
the plain language of the statute,
all court rulings on the issue, CMS’
own prior regulations and guide-
lines and creates confusion
and additional liability for
physicians and hospitals when
transferring patients with EMCs.”
he said. 

“This will be a highly charged is-
sue and will be litigated all over the
map. It already is being litigated,”
Dr. Bitterman said. 

EMTALA also requires each hos-
pital to develop a formal transfer
policy, which should stipulate
the documentation that must be
completed and who must be re-
sponsible for that, Dr. Bitterman
said.

While EMTALA does not apply to
stabilized patients, a hospital’s
transfer policy should be the same
for all patients, he advised.

Meanwhile, if a hospital has the
capability to treat an emergency
that another hospital cannot, the
transfer must be accepted, Dr. Bit-
terman said.

So hospitals should define what
types of cases they can accept and
their capacity and communicate
that to other hospitals in the re-
gion, he advised. 

In addition, hospitals should
ensure that their policies have
been drafted carefully, because
there is growing litigation over
hospitals’ failure to follow their
own rules, Dr. Bitterman said. For
example, one facility is being sued
because it violated its rules
requiring physicians to read X-ray
films when it began allowing
physician assistants to read the
films.
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E X P E R I E N C E  I N N O VAT I O N .  Hercules Incorporated did.
Hercules Incorporated, a global manufacturer of chemical specialty products, turned to Dickstein
Shapiro's policyholder experience to resolve complex asbestos coverage claims. Hercules collaborated
with Dickstein Shapiro to develop a creative litigation plan and effective settlement strategy. The
result: an unprecedented dual settlement approach that included $220 million in “buyout” settlements
and potentially much more than that in a “coverage in place” settlement from its excess insurance
carriers, in less than two years after the complaint was filed. This unique resolution, coupled with
the unusually expedited legal proceedings, enabled Hercules to continue building its business
worldwide, which enhanced shareholder value and provided critical job opportunities for its local
community. To experience more stories of innovation, please visit dicksteinshapiro.com.

PPaattiieennttss::  Hospitals must act to curb liabilities arising from anti-dumping law
Continued from page 4

The patient transfer
guideline “creates

confusion and
additional liability for

physicians and
hospitals when

transferring patients.”
Dr. Ronald A. Bitterman
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By DAVE LENCKUS

SAN ANTONIO—A popular seda-
tive with no known antidote poses
a huge medical malpractice liability
risk for hospitals and health care
providers because it often is admin-
istered under conditions that con-
tradict the manufacturer’s warning,
say an attorney and a nurse manag-
er. 

Compounding the problem is an
effort by some physicians to per-
suade federal regulators to remove
the warning label from the general

anesthetic, according to the two ad-
vocates for keeping and following
the warning label.

The pair warned hospital risk
managers of the risks created by ig-
noring the label during a session at
the American Society for Healthcare
Risk Management’s annual confer-
ence, held Oct. 23-26 in San Anto-
nio.

The patient sedation procedure
that the pair opposes is known as
NAPS, short for nurse-administered
propofol sedation. The general
anesthetic propofol, which was in-

troduced in 1986, is manufactured
by London-based AstraZeneca
P.L.C. under the brand name Dipri-
van.

The anesthetic is popular among
health care providers for several rea-
sons, according to attorney and en-
doscopy nurse Deborah A. Krohn.
Ms. Krohn practices law at Siegel &
Krohn P.C. in Towson, Md., and is a
nurse at The Johns Hopkins Hospi-
tal in Baltimore.

Ms. Krohn noted that propofol
works within two or three minutes,
which is a fraction of the time re-

quired by other anesthetics; it is
easy to administer; and patients re-
cover quickly from the sedative.

The anesthetic is used in hospi-
tals, ambulatory centers and physi-
cian and dentist offices during a va-
riety of procedures, including mi-
nor surgeries, minor bone fracture
repairs, burn debridement, plastic
and reconstructive surgery and den-
tal surgery.

The risks to patients who are se-
dated by the drug are collapsed air-
ways, reduced blood pressure, re-
duced heart rates and low oxygen

saturation, according to Ms. Krohn.
To date, the drug has a good safe-

ty record, noted Laura A. Kress, a
nurse manager and the assistant di-
rector of nursing at Johns Hopkins.

But Ms. Krohn suggested that
safety studies are somewhat mis-
leading. She said the studies com-
pare the risks of propofol, which
has been used on relatively healthy
patients, to the risks of other anes-
thetics used to sedate patients who
are sicker.

An important medical issue with
the drug is that there is a 19-fold
difference among patients in how
the drug metabolizes, Ms. Krohn
noted. That unpredictability in a
patient’s reaction to the drug is not

correlated to any factor such as age,
weight or illness, she said.

“Perhaps the scariest thing of all”
is that there is no known agent that
can reverse the effects of the drug,
Ms. Krohn said. Unlike with other
anesthetics, a patient sedated with
propofol “cannot be rescued phar-
macologically. There is no anti-
dote,” she explained.

Therefore, patients who are se-
dated with the drug need “airway
management” by a specialist in this
area. “Airway protection is every-
thing.” Ms. Krohn said.

Indeed, the drugmaker’s warning
label states that the drug should be
delivered by a person trained in ad-
ministering general anesthesia. The
anesthetist should not be otherwise
involved in the patient’s procedure,
the label also warns.

But propofol often is adminis-
tered by nurses who have no special
training in either anesthesia or air-
way protection, Ms. Kress and Ms.
Krohn said.

Indeed, risk managers should be
aware there is no consensus in the
medical community about the level
of educational and clinical compe-
tency that nurses should have be-
fore administering propofol. Only
in Oregon and Indiana are there in-
stitutional programs designed to ed-
ucate nurses who administer the
sedative, Ms. Krohn said.

The lack of training for nurses
compromises their ability to rescue
patients who have bad reactions to
the drug, Ms. Kress said. “I’m wor-
ried about that,” she said.

One in 10,000 patients under se-
dation will have a problem, she
said. “The question is, ‘Do you have
the right people in the room if that
happens?’”

“In my experience, this is below

28 Business Insurance November 7, 2005

St. Paul Fire and Marine Insurance Company and its property casualty affi liates. 385 Washington Street, St. Paul, MN 55102
© 2005 The St. Paul Travelers Companies, Inc. All rights reserved. 

These days, business knows no geographic limits. At St. Paul Travelers, our Global Accounts 

underwriters set the standard in providing insurance coverage in overseas markets. Our 

partner network stretches to 80 countries worldwide. And our international policies can easily 

work with domestic programs. So, when your client’s geography expands, you can expand, too.

stpaultravelers.com

Wake-up call needed on nurse-administered anesthesia
Advocates warn of medical malpractice liability risks in administration of popular sedative

See SEDATIVE / next page

One in 10,000 patients
under sedation will have

a problem. “The
question is, ‘Do you have

the right people in the
room if that happens?’ “

Laura A. Kress
The Johns Hopkins Hospital
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By DAVE LENCKUS

SAN ANTONIO—Hospital-run in-
surance programs for physicians
can benefit hospitals and doctors in
several ways, but the anticipated
and actual benefits often differ, ac-
cording to a panel of experts.

Some myths about hospital-run
third-party insurance programs are
that they always offer the least-ex-
pensive medical malpractice cover-
age, that hospitals need not worry
about program risk management
and that the programs run them-
selves, the experts noted.

A panel of hospital insurance
program executives and risk man-
agement consultants outlined the
realities of such programs during a
session at the American Society for
Healthcare Risk Management’s an-
nual conference in San Antonio last
month.

Although hospital-run insurance
programs for physicians will not al-
ways be the least-expensive option
for physicians and cannot be run
successfully on autopilot, they can
benefit hospitals and their physi-
cian communities, said session
moderator Ruth A. Goodell, a man-
aging director with Marsh U.S.A.
Inc. in Detroit.

Over the long run, the programs
provide physicians with a stable
med mal insurer that has flexibility

in how it designs coverage and han-
dles claims, she said.

Furthermore, the creation of an-
other insurer means added market
competition, which should im-
prove coverage opportunities for
physicians, Ms. Goodell said.

And well-run programs strength-
en a hospital’s relationship with its
physician community, she said.

Competitors “don’t like to lose
business, and we’ve taken a lot of
business from carriers in the state,”
said Jeffrey J. Stafford, vp and chief
operating officer of the Clarian
Health Risk Retention Group Inc.

and director of corporate insurance
and risk management for hospital
group Clarian Health Partners Inc.
of Indianapolis. 

The risk retention group covers
about 2,000 various health care
providers, 1,500 of whom are third-
party risks. CHRRG also covers
1,000 residents when they are prac-
ticing in Clarian Health facilities.

The idea that hospital-run insur-
ance programs always can cut every
physician’s med mal insurance
costs is a myth, said Edward Wro-
bel, a managing partner with Tow-
ers Perrin Tillinghast in Weatogue,

Conn. A hospital program might
offer lower-cost coverage, “but,
clearly, that should not be the over-
riding goal of the program.” The
pricing should be sound and cover
loss and administration costs, he
said.

Hospitals first need credible loss
data, which they can obtain
through public filings by the domi-
nant med mal insurers in the juris-
diction in which the hospital in-
tends to offer coverage, Mr. Wrobel
said. That data can be stripped

the radar of nurse managers,” Ms.
Krohn said. “I’ve seen it go bad.”

But earlier this year, the Ameri-
can College of Gastroenterology pe-
titioned the U.S. Food and Drug Ad-
ministration to remove the manu-
facturer’s warning label.

Anesthesiologists recently filed
their objections.

The debate over how the drug is
administered is driven by eco-
nomics, Ms. Krohn asserted. “As a
nurse, I’m repulsed by that,” she
said.

Ms. Krohn explained that be-
cause propofol sedates patients
much more quickly than other
anesthetics, physicians and dentists
can perform more procedures each
day. And by using nurses to sedate
patients, physicians do not have to
share their fees with anesthesiolo-
gists, she said.

As the FDA considers whether to
remove propofol’s warning label,
NAPS is being opposed by a grow-
ing number of state nursing boards,
according to Ms. Krohn. Nonethe-
less, around half the states either
permit it or have unclear positions,
she said.

Meanwhile, Ms. Krohn noted,
the Joint Commission on Accredita-
tion of Healthcare Organizations, a
nonprofit organization that accred-
its more than 15,000 U.S. health
care organizations, requires health
care organizations to be prepared to
rescue patients.
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Continued from previous page

Myths, realities of hospital-run malpractice cover cited

See MED MAL / next page

Over the long run, the
programs provide

physicians with a stable
med mal insurer that
has flexibility in how it
designs coverage and

handles claims.
Ruth A. Goodell
Marsh U.S.A. Inc.
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down to loss and defense costs, he
said. Hospitals then can add their
own overhead costs for the insur-
ance program.

To keep expenses down, the facil-
ities should encourage policyhold-
ers to agree to coordinated defenses
when claims arise, suggested
Michele J. Calderon, vp of CHRRG
and associate general counsel with
Clarian Health. That keeps physi-
cians’ premiums down in the long
run, as well, Ms. Calderon said. But
she added that the risk retention
group does allow physicians to ar-
range individual legal representa-
tion if they insist on that up front.

Hospitals have to be cautious to
not violate federal laws by giving
coverage pricing breaks to physi-
cians with staff privileges at their fa-
cilities, warned attorney Julie E.
Robertson, a partner at Honigman
Miller Schwartz & Cohn L.L.P. of
Detroit. In certain regions, though,
price breaks may be permissible for
obstetricians, Ms. Robertson noted.

To maintain a viable program, in-
surance program managers should
engage in underwriting and risk
management, panel members said.

An early decision that must be
made is whether coverage will be
offered to all staff physicians just
because the hospital already has

credentialed them, Ms. Robertson
said. CHRRG does not offer cover-
age to all physicians with privileges
at the hospital group’s 10 facilities.

“You have to look carefully at
why they’re coming to your pro-
gram,” Clarian Health’s Mr. Stafford
said. “If they’ve been denied by ev-
eryone else, do you want them” in-
sured by your program? he asked.

At CHRRG, applications are re-
viewed and answers are assigned
points. If an applicant exceeds a cer-
tain point level, the application is
reviewed by the risk retention
group’s underwriting committee,
which includes physicians.

Mr. Stafford also recommended

taking into account an applicant’s
character. If applicants have sub-
stance abuse problems, for example,
they may be too risky to cover, he
said.

CHRGG has denied coverage to
some applicants, including Clarian
staff physicians, Mr. Stafford noted.
“This is a business, not a charity,”
he said. But “there are political ram-
ifications for telling people ‘No,’”
he acknowledged.

After underwriting a risk, a hospi-
tal-run insurance program still
should engage in risk management,
Mr. Stafford said. More than 95% of
CHRRG’s policyholders have not
had a claim in 10 years, and “a lot
of that is due to risk management,”
he said.

The facility holds quarterly risk
management seminars, where
plaintiffs and defense attorneys out-
line what they look for in their cas-
es, discuss how to keep records and
update physicians on the law.

Risk management programs also
should include a physician “check-
up program,” Mr. Stafford advised.
“Doctors could say they are doing
one thing on the phone and be do-
ing another,” he explained.

Just as an insurance program’s
risks must be managed, the insur-
ance facility’s operations also must
be directed, the panel noted.

Insurance facilities do not run
themselves, CHRRG’s Ms. Calderon
said. “It’s a big deal. You need
help.”

The easiest route for a hospital is
to retain a third-party administra-
tor, she said.

But if program management is
not outsourced, then the hospital
must ensure that the program has
adequate staff—particularly for data
analysis, the panel said.
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MMeedd  mmaall::  Panel reviews myths, realities of hospital-run coverage programs
Continued from previous page

“You have to look
carefully at why

(doctors are) coming to
your program. ... If

they’ve been denied by
everyone else, do you

want them?”

Jeffrey J. Stafford
Clarian Health Risk Retention Group Inc.

Record crowd
participates
in conference
in San Antonio
The American Society for
Healthcare Risk Management
attracted a record 3,400 visi-
tors—including 2,200 atten-
dees—to its 25th annual con-
ference in San Antonio late
last month.

The conference featured
150 exhibitors and 51 educa-
tional sessions that covered,
among other things, emerg-
ing risks for hospitals, patient
safety initiatives, updates on
the latest legal and regulatory
developments and various in-
surance and risk manage-
ment tools.

ASHRM’s next annual con-
ference is scheduled for Oct.
29-Nov.1, 2006, at the San
Diego Convention Center in
San Diego.

Further information about
ASHRM is available by calling
the organization at 312-422-
3980 or sending an e-mail to
ashrm@aha.org.
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unhappy with the cat models used
by the industry.

These were among the observa-
tions made by participants at the
Property Casualty Insurers Assn. of
America’s annual meeting in Chica-
go last month. Reinsurers, interme-
diaries and insurers use the occa-
sion to negotiate January renewals.

The meeting occurred as Hurri-
cane Wilma was still battering Flori-
da, and the full extent of insured
losses in the United States and Mex-
ico—which has been estimated at
up to $15 billion—was not yet
known.

“No one’s tipping their hands, so
it’s just wide speculation as to how
much of an increase” there will be
in property business, said William J.
Adamson, chief executive officer of
reinsurance intermediary Carvill
America Inc. in Chicago.

“There’s great uncertainty as to
what level rates will go up,” said
William H. Eyre Jr., managing direc-
tor and CEO of Philadelphia-based
Towers Perrin Reinsurance.

Property rate increases

“We know property rates will go
up,” and the excess and surplus
marketplace will go up sharply,
while the marine and energy mar-
kets see higher rates as well, said
Mr. Eyre. “But how much they will
increase will depend on clients’ ex-
posures and experience,” he said.

Mr. Eyre added, “The great de-
bate is, will the commercial lines
market harden, and the answer is
‘yes,’ but it may be over the course
of three to six months due to pri-
marily reinsurance pricing.”

“In 2001, the commercial lines
market was already hardening, and
Sept. 11 helped to accelerate that,”
said Mr. Eyre. This time, the hard-
ening of the market will be a “bit
different,” he said. “I think this is
going to be a little more reinsur-
ance-driven this year.”

Among the uncertainties reinsur-
ers and cedents face is that some
key players in the retrocessional
reinsurance market “are still up in
the air” as to what they will do, said
Roderick P. Thaler, executive vp
and national director at reinsurance
intermediary Willis Re in New York.

Moreover, Wilma “just hap-
pened,” he said. “By itself, (Wilma)
should not be severe, but when
considered in accumulation with
Katrina and Rita, and the four last
year, there will be significant pres-
sure on cat loss-affected programs at
renewals,” said Mr. Thaler. In addi-
tion, some reinsurers still need to
address rating agency concerns, and
that likely will ensure they at least
hold the line on programs not hit
by the hurricanes, he said.

Clearly, for wind-exposed re-
gions, rates will go up, but it will be
interesting to see what happens in
the rest of the country, “because
most had a very good year,” said
Jack Snyder, managing director in
charge of business development for
the Americas at reinsurance inter-
mediary Guy Carpenter & Co. in
New York.

In light of the losses, “the initial
reaction of reinsurers is to raise
rates,” Mr. Snyder said. It is going to

be a “tough sell,” though, for a rein-
surer to tell a regional insurer in the
Midwest that has had great results
that “we want to raise your rates,”
he said.

Patrick J. Denzer, president and
CEO of reinsurance intermediary
John B. Collins Associates Inc. in
Minneapolis, said, “On property,
we think there will obviously be
rate increases for programs with
losses in affected areas this year, but
it’s too early to tell how much
prices will be impacted for those
clients who did not have a loss or
who are not in the hurricane-prone
areas.”

Before Wilma struck, programs

with no losses would have seen
their property cat rates increase by
5% to 15%, while those with losses
could have expected a 20% to 40%
increase, said Paul Karon, CEO of
Benfield Group Ltd.’s U.S. division
in Minneapolis.

Gregory T. Doyle, executive
chairman of Shelton, Conn.-based
BMS Vision Re, estimated that prop-
erty cat programs that were hit by
the hurricanes will see rate hikes of
30% to 40%, while those that were
not affected may have an increase
of 10% to 15%.

There is also some talk of strip-
ping out some segments of the
property cat business—such as the

Southeast, Northeast or Califor-
nia—and reinsuring those separate-
ly, said Edmund Megna, vice chair-
man of Guy Carpenter in New
York.

Primary insurers can also expect
an effort by reinsurers to either to-
tally or partially remove catastro-
phe risk from their property-per-risk
business, say observers. 

“I’ve heard it discussed. Whether
it will stick, it’s unclear,” Mr. Adam-
son said.

Casualty rate hikes?

Observers say they are unsure
which direction casualty rates will

go. There are two lines of thinking
on this, according to Steven J. Drey-
er, managing director at Standard &
Poor’s Corp. in New York—reduced
reinsurance market capacity will
drive casualty rates up in addition
to property rates, or companies will
redirect some of their capital away
from catastrophe areas and instead
seek to write more casualty busi-
ness.

“The verdict still seems to be out
on casualty,” said Mr. Doyle. Some
reinsurers believe the property loss
is large enough to require rate hikes
across all lines. But “that does not
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CHICAGO—The turmoil caused by
hurricanes Katrina, Rita and Wilma
is likely to make this a late renewal
season as reinsurers continue to as-
sess their losses, say some interme-
diaries.

But others contend that concern
over compliance with the corporate
governance requirements of the
Sarbanes-Oxley Act will encourage

reinsurers and cedents to have ev-
erything in place by the Jan. 1,
2006, contract date.

In addition, there is a desire to
avoid repeating the situation that
followed the destruction of the
World Trade Center, when the fail-
ure to have a finalized contract in
place led to prolonged litigation
over coverage terms, noted interme-

diaries attending the Property Casu-
alty Insurers Assn. of America’s an-
nual meeting in Chicago last
month.

Jack Snyder, managing director
in charge of business development
for the Americas at intermediary
Guy Carpenter & Co. in New York,
said, “It’s just going to be a very late
season,” with reinsurers wanting to

see the damage caused by Wilma as
well as get a better evaluation of
their Rita and Katrina loses. Once
this process is completed, reinsurers
will be better equipped to deter-
mine prices and terms, he said.

But, Mr. Snyder added, many
markets want to have their con-
tracts completed at inception. The
situation “puts a lot of strain on a

lot of companies’ legal depart-
ments,” he said.

Market participants are expecting
a late renewal, said William J.
Adamson, chief executive officer of
reinsurance intermediary Carvill
America Inc. in Chicago.

“Everyone is projecting a very
late renewal season, which is exac-
erbated by the fact that the retro
market suffered seriously as a result
of Katrina, and it will take some
time to put together each compa-
ny’s retro capacity,” Mr. Adamson
said.

“It’s going to take a lot of reinsur-
ers a lot of time to work out where
they want to be and can they get
there,” said Steven Bolland, presi-
dent of reinsurance intermediary
Gill & Roeser Inc. in New York.

Renewals were also later than
usual after the WTC attacks in
2001, Hurricane Andrew in 1992
and Hurricane Hugo in 1989, re-
called Edmund Megna, vice chair-
man of Guy Carpenter in New
York. “Obviously, there were some
surprises this year, and they’re try-
ing to understand what happened,
why the estimates were off, and try-
ing to understand their exposure
better than the year before,” Mr.
Megna said.

There has been increased empha-
sis, though, on completing con-
tracts by the inception date because
of the WTC litigation, Sarbanes-Ox-
ley and because “it’s just good busi-
ness practice,” said Patrick J. Denz-
er, president and CEO of reinsur-
ance intermediary John B. Collins
Associates Inc. in Minneapolis. 

“I think the treaties will be pretty
well done by Jan. 1,” said Paul
Karon, CEO of Benfield Group
Ltd.’s U.S. division in Minneapolis.
“I don’t see things getting done in
January or February,” Mr. Karon
said. It is just “good governance,”
he added.

Roderick P. Thaler, executive vp
and national director at reinsurance
intermediary Willis Re in New York
said, “I think the more-astute buy-
ers will seek to get into the market
as soon as possible,” because this
will not be one of those years where
they get a better deal by waiting.

−By Judy Greenwald
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seem to be the majority view at this
point,” he said. “Right now, I would
say they probably will remain sta-
ble.”

At this point, “we’re not seeing
that many quotations” on casualty
business, said Mr. Megna. The situa-
tion in property, though, “could
definitely have an impact on fur-
ther rate decreases” and have a 
leveling effect on certain areas of
business in the casualty area, he
said.

According to Carvill’s Mr. Adam-
son, “People are waiting to see.”
The market hardening that fol-
lowed the Sept. 11, 2001, terrorist
attacks came “after an extended pe-
riod of very poor results on casual-
ty,” he said. This time, the market
was softening, but the industry had
not created a deep hole, he said. As
a result, he said, “it’s doubtful we
will see radical change in liability
pricing, but it’s probable you’ll see
some modest change.”

“Casualty’s a question mark,”
concurred Mr. Eyre. But “we antici-
pate casualty reinsurance pricing
will not show any decreases, and
there could be stable to moderate
increases,” he said. We have to keep
in mind that “a number of reinsur-
ers have lost multiples of their year-
ly earnings,” he said.

Mr. Denzer of J.B. Collins said:
“What’s striking is that we have not
heard anybody talk about across-
the-board rate increases across all
lines. Casualty will be more flat
than anything.”

Meanwhile, PCI conference at-
tendees said there has been relative-
ly little discussion about policy
terms and conditions and reinstate-
ments. 

“I don’t see much change in the
reinstatements,” said Mr. Megna.
“Most companies still have a sec-
ond loss left” on their reinsurance
coverage, and some still have not
reached their limit for their first
loss, he said.

Mr. Denzer said, “There will be a
lot of emphasis around modified
terms and conditions, but it’s far
too early to tell if there will be any
meaningful changes.”

Larry Spoolstra, Barrington, Ill.-
based chief underwriting officer for
North American and Asian Pacific
reinsurance business for GE Insur-
ance Solutions, said one trend that
has surprised him is clients shop-
ping around for noncat business.
Mr. Spoolstra said he would have
thought, given the market disloca-
tions, that “ceding companies
would be likely to maintain reinsur-
ers where they are now.”

Mr. Adamson said, though, “I

think that customers are concerned
about their options if there’s a sea
change in the market, and they’re
going to keep their options open.”

Also, “we see continued interest
in nontraditional structuring prod-
ucts as the industry gains better def-
initions of the accounting rules”
from the Financial Accounting
Standards Board, he said.

But “we still need better clarifica-
tion from FASB and the (National
Assn. of Insurance Commissioners)
as to where the goal posts are actu-
ally set,” Mr. Adamson said. 

“Any nontraditional products all
have a higher risk element than in
the past,” he added. 

Rethinking loss models

Some observers also contend that
reinsurers may increasingly turn 
to techniques such as dynamic fi-
nancial analysis to evaluate their
books. 

DFA is a systematic approach to
financial modeling. Its “stress test-
ing” models present, often in statis-
tical form, scenarios based on a va-
riety of business, competitive and
economic factors. This information
is used to help prepare a company
for a variety of situations.

“A lot of companies were already
moving in that direction,” said
Tom Upton, managing director at

S&P in New York. In light of recent
events, though, there is “an in-
creased sense of urgency about in-
troducing disciplines of that na-
ture.”

But Mr. Spoolstra said, “I’m not
sure that makes sense, because DFA
is essentially putting all models to-
gether.” One of the building blocks
would be the cat model, though,
which means “the whole DFA mod-
el to me becomes questionable,” he
said.

Several observers noted that
catastrophe models, which failed to
predict potential flooding losses in
New Orleans prior to Hurricane Kat-
rina, need to be revised.

The cat models should be revised,
but “I’m not sure they will be,” said
Mr. Spoolstra. 

These models “look at things
over a very long period of time,”
and last year’s four hurricanes were
regarded as a “drop in the bucket,”
he noted.

“Perhaps the industry needs to
rethink how it interprets modeling
results, meaning that models really
are the basis for a quantitative anal-
ysis,” said Mr. Denzer of J.B.
Collins. 

However, “there obviously needs
to be a substantial amount of inter-
pretation and analysis of those
quantitative results,” he said.
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Elite Underwriting
introduces health plan 
EXTON, Pa.—Elite Underwriting
Services, a managing general
underwriter, is offering a limited
benefit program for employees.

The program, Elite Health, is an
indemnity-based plan and includes
coverage for inpatient and
outpatient doctor visits, emergency
room benefits, prescription drug
benefits and daily hospital benefits
up to $2,000, among other features.
Coverage is written for a minimum of
150 lives, and the minimum
deductible is $50,000.

The Exton, Pa.-based MGA’s
program is underwritten by
Baltimore-based Monumental Life
Insurance Co.

For more information, contact
Ryan Cahill, regional sales director,
at 610-280-4357, or visit the
company’s Web site at
www.eliteunderwriting.com.

Chubb offers online
compliance training
WARREN, N.J.—Chubb Corp. has
expanded its online resource,
ChubbWorks, by adding a training
program to comply with California’s
Assembly Bill 1825, which targets
sexual harassment in the workplace.

ChubbWorks’ employment

practices liability training complies
with California A.B. 1825 and offers
two hours of training that focuses on
California’s sexual harassment
regulation, which is required by the
bill. The interactive training is
designed for managers and
supervisors and provides pre- and
post-training questionnaires and
online training summaries.

A.B. 1825 applies to employers
with 50 or more employees that
have one or more employees based
in California. All California
supervisors must complete two
hours of anti-harassment training
every two years. 

The initial training must be
completed by Jan. 1, 2006, and new
hires must complete training by July
1, 2006.

More information on ChubbWorks
can be obtained by visiting
www.chubbworks.com.

Institute releases travel
awareness program
SPOKANE, Wash.—The Safe Travel
Institute has launched a training
program to help travelers detect and
avoid risks.

The program, Safe Passage Travel
Companion, is available for
corporate buyers and provides
strategies for international and
domestic travel. The package

includes an instructional DVD; a CD
with emergency contact procedures
and embassy telephone numbers; a
pocket reference with safe-travel
reminders; a travel security pouch;
and a free online membership to
Safe Passage NewsLine, which
provides travel security information
and resources.

The guide provides information on
the stages of travel, including what
to pack, how to increase security in
hotels and how to avoid being
abducted.

The package can be ordered by
calling 800-990-4541. To learn
more, visit
www.yoursafepassage.com. More
information about the Spokane,
Wash.-based Safe Travel Institute is
available at www.safe-travels.com.

MS/B offers
hurricane images
LOS ANGELES—Marshall &
Swift/Boeckh, a residential and
commercial property valuation
technology provider for the
property/casualty insurance sector,
has teamed up with MDA Federal
Inc., a U.S. geospatial services
operation, to offer aerial imagery of
areas affected by Hurricane Katrina.
Both companies are divisions of
MacDonald Dettwiler & Associates
Ltd.

Pre- and post-Katrina images are
available dating from June and July
2005 and from Aug. 30 through
Sept. 3. Because many of the
affected structures can no longer be
identified and others have been
demolished, these images give
multiple views of the most heavily
affected areas and properties from a
variety of angles. The images
conform to the contour of the earth
based on the angle of capture and
acquisition height. Some of the
higher-resolution images available
are located in the 35,000-square-
mile area that includes Mobile, Ala.;
Biloxi and Gulfport, Miss.; and New
Orleans.

For more information, contact
Jonathan Kost, claims vp for MS/B,
at 800-285-1288 or at
jon.kost@msbinfo.com.

AIGRM adds program for
temp staffing industry
NEW YORK—AIG Risk Management
has introduced an insurance
program for temporary staffing
firms.

AIGRM, an American International
Group Inc. subsidiary, is offering a
suite of coverages and risk
management services available to
temporary staffing firms of all sizes.
The program offers coverages that
include workers compensation,
general liability, automobile liability,
fidelity, employment practices
liability, fiduciary and professional
liability. The program aims to protect
staffing firms from various liability
exposures that can develop when
sending employees on assignments
to client companies.

Limits are available for auto and
general liability up to $1 million and
for umbrella up to $10 million.
Workers compensation has statutory
limits.

For more information, contact
David Schwartz, vp-strategic
marketing for AIGRM, at 212-458-
2584.

ACE USA launches
LTC suite of products
PHILADELPHIA—ACE USA, a
division of the ACE Group of Cos.,
has introduced long-term care
primary liability coverage products.

The long-term care offering is a
suite of medical professional and
primary and excess liability
coverages, along with a package
policy for nonprofit and for-profit
nursing homes, assisted and
independent living facilities and
continuing care retirement
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communities. The products are
offered by Philadelphia-based ACE
USA division ACE Medical Risk.

The available limits for primary
coverage is $1 million per occurrence
and $3 million aggregate. The limits
available for excess coverage are $5
million per occurrence and $5 million
aggregate.

For more information, contact
Colleen Dunn, assistant vp, at
646-458-7048 or at
colleen.dunn@ace-ina.com. More
information can also be obtained by
visiting www.acemedicalrisk.com.

MetLife disability offering
for small employers
NEW YORK—MetLife has introduced
a disability insurance product for
small businesses with fewer than
500 employees.

The disability contract intends to
offer increased plan flexibility and
employee benefit options. Some of
the options employers have include
the ability to combine or separate
limited-benefit duration for a
number of absence conditions, as
well as the ability to combine term
life insurance and disability
insurance within the same
certificate. The employee benefits
provide protection in the event of a
loss of income—such as the optional
terminal illness benefit for long-term
disability, which provides 100% of
predisability earnings for up to 12
months if the employee becomes
disabled and diagnosed as terminally
ill. In addition, the product offers
return-to-work and stay-at-work
strategies for employees.

For more information, visit the
Web site of New York-based MetLife
at www.metlife.com.

Reed Group issues
various formats of MDA
WESTMINSTER, Colo.—Reed
Group, a provider of disability and
duration guidelines and software,
has released three additional
formats of its fifth edition of “The
Medical Disability Advisor:
Workplace Guidelines for Disability
Duration.”

This guide provides data on
disability and workers compensation
duration guidelines and covers more
than 6,700 common injuries and
illnesses of working-age people. It is
geared toward employers, case
managers, third-party
administrators, insurers and workers
compensation management
organizations.

The MDA is now available as a
two-volume-set reference textbook,
a CD-ROM and a data integration
technology solution. In addition to
the new formats, the MDA is
available online.

More information can be obtained
by contacting the company at 866-
889-4449 or by visiting www.rgl.net.

Work-Life Benefits adds
labor unions program
RALEIGH, N.C.—Work-Life Benefits,
a dependent care resource and
referral company, has launched a
work/life program for labor unions.

The UnionSelect offering aims to
meet the needs of union workers by
providing services they may not
have been able to use previously,

such as on-site consultants to help
employees without phone or
Internet access during the workday,
as well as more-affordable child and
elder care for all salary ranges.

For more information, contact
Mary Ellen Gornick, senior vp for
union services, at 800-699-8011, ext.
2121, or at
maryelleng@workplaceoption.com.

AI RISK offers architect,
engineer cover program
NEW YORK—AI Risk, a division of
American International Group Inc.’s
subsidiary Risk Specialists Cos. Inc.,
has launched an architects and
engineers professional liability
insurance offering.

This insurance provides worldwide

coverage for
architecture and
engineering
firms and the
firms’
employees
against claims from
allegations of errors,
omissions or
wrongful acts related
to services provided
or services
performed by others
for which they are
legally liable.

The architects and engineers
professional liability coverage is
available on an admitted basis.
There are minimum premiums
available of $3,000 to $12,500 for
certain risk classes with policy limits

up to $1 million. In addition, limits of
up to $5 million are available.

For more information, contact
Terri Moran, vp-marketing for AIG
programs, at 415-836-7251 or visit
www.airisk.com.

Best releases new version
of 2005 loss control guide
OLDWICK, N.J.—A.M. Best Co. has
issued its final release of the 2005
“Best’s Loss Control Manual.”

The guide intends to provide a
better understanding of industrial
and commercial risk by containing
more than 500 risk classification
descriptions. Designed to assist risk
managers and underwriters, the
manual is released three times a
year on CD-ROM. The online

version’s content is updated when
new information becomes available.

Some of the revised classifications
include air charter services, carpet
and upholstery cleaners, music
stores and textile mills.

For more information, contact
Oldwick, N.J.-based Best’s customer
service department at 908-439-
2200, ext. 5742, or visit
www.ambest.com/sales/lcmcdrom.

We’d like to report on new risk
management and employee benefit
products and services offered by
your company. Send information
about your new offerings to: Carrie
A. Peinado, Business Insurance, 360
N. Michigan Ave., Chicago, Ill. 60601-
3806; telephone: 312-649-5313; fax:
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By MICHAEL BRADFORD

CHARLOTTE, N.C.—Opposing
both the regulation of stop-loss in-
surance and the imposition of as-
sessments against stop-loss poli-
cies is a high priority for the Self-
Insurance Institute of America Inc.

At its 25th Annual National Ed-
ucational Conference & Expo,
held Oct. 18-21 in Charlotte, N.C.,
the group put the fight against
stop-loss assessments near the top
of its public policy concerns for
the coming months. SIIA has long
opposed such assessments because
of the impact the charges would
have on employers with self-fund-
ed health plans.

George Pantos, SIIA’s Washing-
ton counsel, said during a meeting
at the conference that states are at-
tempting to regulate stop-loss in-
surers as health insurers and
charge them assessments that
would be used to make up deficits
in high-risk health insurance
pools and for other purposes. Last
year, for example, the Indiana
Court of Appeals upheld the au-
thority of the state’s insurance
commissioner to levy an annual
assessment on several stop-loss in-
surers to support the state’s high-
risk insurance pool.

Such moves have “major eco-
nomic implications” for employ-
ers and others in the self-insurance
marketplace, he said, because the
burden of the assessments could
be passed along to self-insurers.

“Where we have the greatest
concern,” Mr. Pantos noted, “is, as
costs go up on self-funded plans,
that will affect the design and ad-
ministration of ERISA plans.”
Some employers could find the ad-
ditional expenses so high that
they decide to switch from self-
funded to fully insured plans.

The battleground states in
which the SIIA has fought assess-
ment proposals this year are Geor-
gia, Kentucky, Texas, Oregon and
Wisconsin, according to Mr. Pan-
tos. He noted that in Georgia, the
SIIA was successful earlier this year
in derailing legislation that would
have resulted in assessments
against stop-loss insurers to fund a
high-risk pool. Illinois and Ohio
have been added to the list for
2006 as states in which there is a
danger that proposals to charge as-
sessments could become law.

Threats to self-funded health
plans are becoming even more sig-
nificant as the number of such
plans continues to increase, Mr.
Pantos said. Referring to figures
from a Kaiser Family Foundation
study released earlier this year, he
noted that of 131 million working
Americans covered by private in-
surance, more than half–70 mil-
lion–are covered by self-funded
plans. “So we must be doing some-
thing right,” he said.

Another issue on the SIIA radar
screen is the debate over potential
changes to the tax code that SIIA
fears could compromise the em-
ployment-based health care sys-
tem. For example, last week, a
presidential blue-ribbon commis-
sion recommended limits on the
amount of tax-free health care
coverage employers could provide
to employees and their depen-
dents.

Meanwhile, SIIA continues its
push for the passage of legislation
that would bring association
health plans under federal regula-
tion. Under the legislation, AHPs
could be formed by trade or pro-
fessional associations to provide
coverage to the associations’ mem-
bers. The plans, which could be
self-insured or fully insured,

would be exempt from state rules
such as mandated benefit require-
ments.

While the U.S. House of Repre-
sentatives has passed the AHP leg-
islation several times, the Senate
has yet to act. SIIA disagrees with
opponents of the legislation, who
claim, among other things, that it
would fragment the state-regulat-
ed insurance market and that the
market segmentation caused by
AHPs would destabilize small-
group insurance markets.

Among other issues supported
by SIIA are the expansion of the
federal Liability Risk Retention Act
and the extension of the Terrorism
Risk Insurance Act.

Proposals are being discussed in
Washington that would expand
the Risk Retention Act to allow
risk retention groups—the special
multiple-owner group captives cre-
ated by the federal law−to fund
property risks. The groups current-
ly can be used by policyholders to
fund all commercial casualty risks
except workers compensation. Mr.
Pantos said he is hopeful that leg-
islation will be in the works next
year that would open up the act to
allow broader coverage to be writ-
ten by the groups.

SIIA also wants an extension of
TRIA that would keep the federal
terrorism insurance backstop in
place beyond its Dec. 31 expira-
tion date.

The association is lobbying
heavily for the extension, arguing
that many of its members would
be adversely impacted if the legis-
lation were to lapse. That is vital
because “the self-insurance indus-
try is an important aspect of the
U.S. economy,” said Ashley
Williams, Washington-based di-
rector of government relations
and public affairs at SIIA.

Senior Editor Rodd Zolkos can be reached at rzolkos@businessinsurance.com.

This year’s hurricane season has
understandably prompted a lot of
talk about the viability of various
catastrophe models and weather
predicting techniques.

Even more challenging ques-
tions are being asked about such
topics as climate change, the
warming of the oceans, global tem-
perature increases and their poten-
tial impact on everything from fu-
ture hurricane seasons to home
heating bills.

Setting aside the argument over
whether what’s happening is the
result of greenhouse gases or sim-
ply a natural cycle that we haven’t
experienced since weather records
started being kept, there’s a lot of
people who sure would like to
know just what the heck’s happen-
ing with the weather.

Heating bills and golf forecasts
aside, I might not have quite the
same incentives for having an ac-
curate idea of what’s ahead weath-
erwise as a CEO making plant sit-
ing decisions or a reinsurance exec-
utive determining where to allo-
cate capacity, but I have long
found the weather to be source of
great fascination.

I probably log more than my
share of time watching the Weath-
er Channel, leading my wife,
Kathy, to express wonderment on
those rare occasions when “Weath-
er Guy” can’t tell her which coat
would be appropriate for the day as
we head out the door in the morn-
ing.

So, in my own way, I’d be quite
interested in knowing just what’s
going on and what’s coming down
the road. But lacking access to fan-
cy modeling tools or teams of me-
teorologists, I’ve decided to consult
a time-honored source. The other
day, I picked up a copy of The Old
Farmer’s 2006 Almanac.

Back in college, a roommate and
I were fond of consulting the Al-
manac, though I don’t remember if
we found it particularly reliable. I
do recall wearing canvas Converse
All Stars even in ankle-deep snow
and slush back then, so I suspect
we weren’t particularly sweating
the accuracy of the Almanac’s fore-
casts.

But this year, with all the high-
tech forecasts and varying opin-
ions about weather trends swirling
around, I’ve decided it’s time to
put the Almanac to the test. I’ve
examined its predictions for the
year ahead, and I’ve made a note
to check on its accuracy about a
year from now, with plans to re-
port back to you on my findings.

The Almanac’s editors note that
their weather predictions are based
on a “secret formula” devised by
the Almanac’s founder, Robert B.
Thomas, in 1792, supplemented
with the study of sunspots and
other solar activity, the analysis of
prevailing weather patterns and
the observation of the atmosphere.

So what does this year’s Al-
manac predict? In general, for
November through March, colder
weather than usual east of the Mis-
sissippi and warmer than normal
to the west, with greater than nor-
mal snowfall in the Northeast and
the southern High Plains region
but below normal snowfalls else-
where.

April and May of 2006 are pre-
dicted to be cooler than normal in
most of the country, with more
rain than normal in the Northeast,
the Heartland region and the Pacif-
ic Northwest and below normal
rain elsewhere.

The summer months—June
through August—will be cooler
than normal from the Heartland
into the Southeast, according to
the Almanac, hotter than normal
elsewhere, with the Northeast, the
region from northern Florida to
Richmond, Va., the Lower Lakes re-
gion, the southern Deep South and
the area from Texas into the Heart-
land getting above-average rainfall.

September and October of next
year will be warmer than normal in
most of California and from the
Lower Lakes region east into the
Northeast and south into Florida,
the Almanac predicts, with cooler-
than-normal conditions elsewhere
in the country.

Of course, the Almanac gives
much more detailed forecasts for
each of its 16 regions of the Lower
48 states, in addition to its month-
by-month astronomical informa-
tion, planting guidelines, etc.

If the Almanac’s forecast proves
to be off the mark, at least I’ll have
gotten the benefit of learning that
the fisher (a relative of the weasel)
is my cat’s worst enemy, and that
boiled potatoes work well to
cleanse the hands. And, back on
the subject of the weather, I
learned that “Onion’s skin very
thin, mild winter’s coming in.
Onion’s skin thick and tough,
coming winter cold and rough.”

I don’t know if any weather
modelers factor such sophisticated
forecasting methods into their an-
nual hurricane predictions, but I’m
thinking of planting some onions
next spring, just to see what they
have to say.

COMMENTARY
Senior Editor Rodd Zolkos

Almanac forecasts:
more than hot air?

36 Business Insurance November 7, 2005

To place your ad, contact Tina Vasilakis at (312) 649-5340 / fax: (312) 649-7937 / E-mail: tvasilakis@BusinessInsurance.com
Business Insurance, Business Resources, 360 N. Michigan Ave., Chicago, IL  60601-3806.

Business Resources

SSSSSome things jusome things jusome things jusome things jusome things just wt wt wt wt work ork ork ork ork bebebebebettttttttttererererer     ininininin     cccccolorolorolorolorolor.....

Like your BUSINESS RESOURCES ad in Business Insurance.
Contact Tina Vasilakis at 312-649-5340.

Advertise Your
Products & Services

Business Resources
Call (312) 649-5340

in BI’s

EDUCATION & TRAINING

Fighting stop-loss assessments
tops agenda of self-insurers group
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World

Updates
U.K. pension watchdog
plans regulatory revamp 
The United Kingdom’s Pensions
Regulator has published a
consultation document outlining
its plans for regulating new
funding requirements for defined
benefit plans. The document sets
out the regulatory body’s
proposed plan-specific approach,
which will use certain triggers to
determine when a pension plan is
at risk and potentially warrants
intervention. The document is
available at www.thepensions-
regulator.gov.uk.

Security executive
guilty in HIH probe
A former executive of a security
firm linked to HIH Insurance Ltd.
has been found guilty of bribery
and fraud charges related to
more than $6 million Australian
($4.5 million) in payments and
debt forgiveness bilked from the
now-defunct insurer. Bradley
Cooper, former chairman of FAI
Home Security Group, was found
guilty of “giving a cash benefit to
influence an agent of HIH” and of
“publishing false or misleading
statements with intent to obtain a
financial advantage,” a statement
from the Australian Securities
and Investments Commission
said. 

Kiln to raise capital
to boost underwriting

Kiln P.L.C. plans to raise £72.8
million ($128.4 million) through a
share issue to increase its
underwriting following the impact
of hurricanes in the United
States. Kiln said it would use the
proceeds of the share issue to
increase the capacity of all its
syndicates at Lloyd’s of London in
2006, when it expects average
rate increases of 12.5%.

Gallagher buys
Australian agency

Arthur J. Gallagher & Co. has
acquired Sydney, Australia-based
InterPacific Underwriting
Agencies Pty. Ltd. for an
undisclosed amount. InterPacific,
founded in 1997, is a managing
general agency that offers
specialized insurance products
through brokers in Australia,
according to Gallagher.
InterPacific’s management and
associates will join Australis
Group (Underwriting) Pty. Ltd., a
wholly owned subsidiary of
Arthur J. Gallagher Australasia
Holdings Pty. Ltd. 

Rita, Wilma claims
hit Swiss Re

Zurich-based Swiss Reinsurance
Co. expects claims totaling $750
million from hurricanes Rita and
Wilma. The reinsurer said it would
tap its equalization reserves to
mitigate part of its hurricane
losses. 
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U.K. government introduces tort reform bill
By CAROLYN ALDRED

LONDON—Legislation intended to
restrict the filing of allegedly
frivolous lawsuits was introduced
by the U.K. government last week.

The measure would impose re-
strictions on the activities of so-
called claims management services
companies, which offer services to
individuals pursuing injury claims
and are often linked to law firms,
and give courts more leeway in re-
jecting personal injury and other
claims.

If passed, the legislation would
help curb the growing restrictions
on activities that numerous orga-
nizations feel compelled to impose
for fear of litigation, according to
the government.

The Compensation Bill pub-
lished by the U.K. government’s
Department for Constitutional Af-
fairs last week would introduce a
regulatory regime for  claims man-
agement services companies.

Under the proposals, claims
management services companies
would need to be authorized by a
new regulatory body or an existing
recognized regulator, such as the

Law Society or the Financial Ser-
vices Authority. The firms would
also have to comply with rules and
a code of practice prohibiting the
aggressive advertising and selling
of their services.

The regulations would initially
be applied to personal injury and
criminal injury compensation as
well as employment-related claims
and the misselling of financial
products.

“It is time to put the brakes on
the cowboy claims companies who
take advantage of the public,” ac-
cording to a statement by Secretary
of State for Constitutional Affairs
Lord Falconer.

According to the statement, the
bill would ensure that potential
claimants are: not pressured into
making claims, not misled by inap-
propriate and aggressive advertis-
ing, given appropriate advice on
the merits of claims, are not en-
couraged to “have a go” at making
frivolous claims, and are given a
clear mechanism for making com-
plaints about claims service com-
panies.

In addition, according to Lord
Falconer, the measure would allow

courts to consider whether their
rulings “might prevent a desirable
activity from being undertaken at
all (or) discourage persons from
undertaking functions in connec-
tion with a desirable activity.”

“Fear of a claim can restrict
groups from undertaking activities
we all take for granted. The bill will
provide reassurance to those con-
cerned about possible litigation
that the law takes the social value
of activities into account,” said
Lord Falconer. “Individuals and or-
ganizations that adopt reasonable
standards and procedures to safe-
guard those to whom they have a
duty of care will not be liable and
should not have to face unfounded
claims.”

The proposed regulation aims to
stop some of the practices that
have led to a growth in “frivolous”
compensation claims in the Unit-
ed Kingdom, said Andrew Wig-
more, policy director of the Claims
Standards Council, a trade associa-
tion for claims management com-
panies.

According to Mr. Wigmore,

“It is time to put the
brakes on the cowboy
claims companies who
take advantage of the

public.”

Lord Falconer
Secretary of State 

for Constitutional Affairs
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Future of finite cover
remains in balance
amid investigations

By REGIS COCCIA

HAMILTON, Bermuda—The future
of finite reinsurance contracts may
depend on whether insurance in-
dustry companies can communi-
cate the products’ usefulness to reg-
ulators, a panel of legal experts sug-
gested.

Four attorneys participated in a
panel discussion last month at the
19th International Reinsurance
Congress in Hamilton, Bermuda,
sponsored by Hawksmere Ltd. and
PricewaterhouseCoopers L.L.P. The
panel discussion was moderated by
Sarah Goddard, chief executive of-
ficer of the Dublin International
Insurance & Management Assn. in
Dublin, Ireland, a leading center
for finite reinsurance.

Finite reinsurance has been un-
der a microscope this year, since
New York Attorney General Eliot
Spitzer and, later, the Securities
and Exchange Commission
launched investigations of ac-
counting improprieties at several
major insurance companies.

After New York-based American
International Group Inc.’s use of a
finite contract written by General
Reinsurance Corp. was questioned,
AIG restated four years of results,
and its longtime chairman and
CEO, Maurice R. Greenberg, was
forced to resign in the wake of the
investigation.

Gen Re’s current chief executive,
Joseph Brandon, and its former
CEO, Ronald Ferguson, have re-

ceived Wells notices from the SEC
and remain under investigation.
Messrs. Greenberg, Brandon and
Ferguson have not been charged
with wrongdoing.

Because other insurance compa-
nies, including MBIA Inc., ACE
Ltd. and CNA Insurance Cos., also
have restated results to reflect their
use of finite reinsurance deals (see
related story), the future of finite
reinsurance seems uncertain.

“Was Spitzer wrong or was
Spitzer right? Was there something
wrong with the industry” in its use
of finite contracts? Ms. Goddard
asked the panel.

“I’m absolutely confident that
government lawyers involved in
these cases believe they’re right
and what they’ve seen is just the
tip of the iceberg,” said John Car-
roll, a partner at Clifford Chance
L.L.P. in New York who previously
was a federal prosecutor. While
those lawyers have observed “gar-
den-variety accounting fraud,” the
investigations continue because of
the nature of the insurance indus-
try, he said.

“The industry is highly expert;
it’s insular, tribal, has its own cus-
toms and rules—it’s a world unto
itself. Ethicists have a name for
what occurs (in these situations)
and it’s called ‘cabined ethics,’”
Mr. Carroll said. “I’m sure that’s
what the prosecutors and regula-
tors believe they’ve found here.”

See FINITE / next page

By JUDY GREENWALD

ZUG, Switzerland—Converium
Holding Ltd. said it plans to delay
announcing its third-quarter results
and restate unspecified prior-period
figures as it completes an internal
review sparked by authorities’ in-
vestigations into finite risk reinsur-
ance.

The reinsurer said it does not ex-
pect the restatement to impact its
$1.65 billion in shareholders’ equi-
ty as of June 2005, although Chief
Executive Officer Terry Clarke cau-
tioned the investigation is not yet
complete.

Converium, which was sched-
uled to publish third-quarter results
on Nov. 8, now expects to do so in
mid-December.

Converium said the primary rea-
son for the restatement is to correct
the accounting treatment of certain
transactions, primarily ceded rein-
surance, which should have been
accounted for as loans rather than
as reinsurance.

Probes inspired action

During a teleconference explain-
ing the delay, Mr. Clarke pointed to
inquiries by the Securities and Ex-
change Commission and New York
Attorney General Eliot Spitzer.
“Converium proactively launched
an extensive internal investigation
into certain reinsurance transac-
tions” because it believed that it

was important to determine
whether there were any new issues
“regarding certain complex transac-
tions,” Mr. Clarke said.

At the time the investigation was
launched, said Mr. Clarke, Converi-
um did not anticipate finding any-
thing that would lead to a restate-
ment. “Recently, however, certain
additional bits of information be-
came available through our internal
inquiry,” which prompted the deci-
sion to restate prior-period ac-
counts, he said.

Mr. Clarke also noted that aggre-
gate prior-year loss reserves have
continued to remain stable for four
consecutive quarters. In 2004, Con-
verium announced a $385 million
addition to reserves for U.S. liability
business written between 1997 and
2001.

The CEO said that since taking
over that role in February, he has
aimed “to manage and operate
Converium in a prudent way, sup-
ported by enhanced and more strin-
gent internal controls. I believe this
has been, and continues to be, a
precondition for maintaining and
restoring shareholder confidence in
Converium. Today’s announce-
ment should be seen in this con-
text.”

Fitch Ratings in London respond-
ed to the restatement announce-
ment by placing Converium’s BBB-
insurer financial strength rating
and other ratings on watch with
negative implications.

Converium to restate
results amid internal
probe on finite risk
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“Let’s give (Mr. Spitzer) a lot of
credit for being an exceptionally
astute attorney general. Let’s recall
how effective he has been as a pop-
ulist Democrat” going after mutual
funds, the New York Stock Ex-
change and contingent commis-
sions, said Kenneth Wylie, a part-
ner at Sidley Austin Brown &
Wood L.L.P. in Chicago.

The bid-rigging Mr. Spitzer
found at Marsh & McLennan Cos
Inc. “everyone in the industry
would concede and recognize is
beyond the pale,” but finite rein-
surance is different, Mr. Wylie said.
“I wonder if (prosecutors) really do
have an appreciation of how useful
the products are in the insurance
industry,” he said.

“The issue with reinsurers and
the insurance industry is they are
built on the concept of income
smoothing,” said David Raim, a

partner and co-head of the insur-
ance and reinsurance practice at
Chadbourne & Parke L.L.P. in
Washington. “Even your plain-
vanilla quota-share contracts, your
plain-vanilla property contracts,
are bought” to smooth the balance
sheet from events such as hurri-
canes, he said. “I’m not suggesting
there were no abuses in the indus-
try, but, to some extent, there was
a disconnect between the prosecu-
tors and the industry.”

Joy Langford, also a partner at
Chadbourne & Parke in Washing-
ton, said sophisticated investors
should be able to discern the use of
contracts designed to smooth earn-
ings. “We should be sympathetic
with insurers and reinsurers. We
are looking at regulation that is
retroactive” on finite contracts, she
said. “Companies believe they
were playing by the rules. When
you see smooth results, the savvy

investor needs to know something
is going on.”

One trend in the current investi-
gations is a shift from focus on
compliance with accounting 
rules to executives’ statements that
may later prove incongruous
with financial reports, Mr. Carroll
said.

“There are GAAP-compliant
transactions that are being
charged” on the basis of disclosure,
such as “the CEO is questioned on
a statement made during an ana-
lysts’ call,” he said. “I see the SEC
moving in that direction in all
sorts of fields.”

“SEC attorneys are very compe-
tent and very bright. However,
they are incredibly cynical and
skeptical about anything outside”
their experience, said Mr. Wylie.
“They can’t intellectually let go of
Bermuda companies writing what
we call finite contracts.”
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EDUCATION

degree in Risk Management and
Insurance (concentrations in
Financial Services or Property &
Liability).  This affordable and
flexible program can be completed
via Internet access from any
location.  For more information
on the May 2006 sequence, visit

www.cob.fsu.edu/grad

offers an online master’s

Florida State
University

HELP WANTED HELP WANTED

(888) RMA-Search

INFO@RMAINC.COM

WWW.RMAINC.COMRICHARD MEYERS & ASSOCIATES, INC

RMA
Building on Our Trusted Reputation in Executive Recruitment

TALENT ACQUISITION
• Executive Search
• On-Boarding
• Contract Labor
• Salary & Comp Surveys

TALENT MANAGEMENT
• Executive Coaching
• Leadership Development
• Culture Assessment
• CompetencyModels

Risk • Brokerage • Sales • Safety • Claims • Underwriting
Loss Control • RMIS/HRIS • Finance • Human Resources

HELP WANTED

CLAIMS MANAGER
Greater Cleveland

Regional Transit Authority 

MINIMUM REQUIREMENTS: An Associates
degree is required; Bachelor’s degree pre-
ferred. Applicants must successfully com-
plete and pass AIC 33 and AIC 36 (Insur-
ance Institute of America) within 18
months of hire or possess the full AIC or
equivalent certification. A minimum of five
years (5) of liability claims management
with an emphasis on commercial auto and
general liability. Applicant must have expe-
rience with staff and litigation supervision.
Applicant must possess superior interper-
sonal, written and verbal communication
skills as well as strong analytic, organiza-
tional and negotiation skills.  Proficiency in
Microsoft Word and Excel, or similar com-
puter software is also required; experience
and proficiency with a Risk Management
Information System (RMIS) a plus.
Resumes for this position must be received
in the Human Resources Department of
the Greater Cleveland Regional Transit
Authority by e-mail to jobs@gcrta.org,
fax (216) 781-4483, or mail to 1240 West
6th Street, Cleveland, Ohio 44113. Re-
sumes will be accepted until November 18,
2005. For more information on GCRTA
and this job announcement please visit
www.riderta.com.
AN EQUAL OPPORTUNITY / ADA EM-
PLOYER / A DRUG FREE WORKPLACE

The City of Champaign, Illinois, is interest-
ed in obtaining proposals for its insurance
program for policies commencing April 1,
2006 and extending to April 1, 2007. Prior
to distributing the request for proposals,
the City wishes to identify those brokers
interested in providing proposals to the
City who are qualified to obtain adequate
coverages or self insurance programs for
the City. The City will send a Request for
Proposals to all selected qualified brokers.
These brokers will then be asked to submit
further information, including the markets
from which they wish to obtain quotes.
The City will assign markets to the select-
ed brokers in order to encourage competi-
tive quotes from insurance companies ca-
pable of providing the coverages needed
by the City.
Any insurance brokerage interested in
participating in this process should con-
tact Larry Krause, Risk Manager for the
City of Champaign no later than 11:59 AM
on November 21, 2005 to obtain a qualifi-
cation response package.
Mr. Krause can be reached by mail at 102
N. Neil Street, Champaign, IL 61820 or by
phone at (217) 403-8770 or fax at (217)
403-8780.

REQUEST FOR PROPOSALS

Regulatory Counsel
LandAmerica Financial Group, Inc is look-
ing for a Regulatory Counsel for our cor-
porate office in Richmond, VA. This indi-
vidual will be responsible for Compiling
and filing Annual Insurer Holding Company
Registration Statements (Form B), Sum-
maries of Changes (Form C), Prior Notices
of Transaction (Form D), Change of Con-
trol of Domestic Insurer (Form A) or Form
A Exemption Requests, handling computa-
tion of annual ordinary dividends and mak-
ing all filings for extraordinary dividends,
reviewing financial arrangements with
regulatory issues, reviewing reinsurance
arrangements, and more. Candidates must
possess: Knowledge of insurance regula-
tory environment and ability to interact
with regulators, Ability to quickly analyze
issues and develop a strategy for over-
coming regulatory hurdles, and a JD or
LLB degree with seven years experience
in insurance regulatory law. State Depart-
ment of Insurance experience preferred. If
interested, please submit your resume to
www.landam.com, Regulatory Counsel
opening.

HELP WANTED

Executive Recruiting • Career Coaching  "The Risk 
Management

Career 
Experts"

• Mike Tannenbaum

• Barry Citron

• Corporate Risk Management
• Insurance Brokerage
• Risk Management Consulting
• RMIS

100 Eagle Rock Ave. East Hanover, NJ 07936

Tel. 973-887-2300 Fax 973-887-4334

www.keystrategies.com

HELP WANTED HELP WANTED

Searching for the
missing link?

Use BI’s

to find who you’re
looking for.

Call 312-649-5340
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about one-third of all compensa-
tion claims made in the United
Kingdom are frivolous. “Regula-
tion, with strict guidelines and
codes of practice barring, for exam-
ple, cold calling, hard selling and
advertising in hospitals without a
contract, will help get rid of some
of the rogues in the industry,” he
said.

David Gamble, executive direc-
tor for the London based Assn. of
Insurance & Risk Managers, wel-
comed the introduction of the bill
but said that the government
needs to do more to promote reha-
bilitation of injured workers as part
of an overall effort to reduce the
likelihood of workers suing em-
ployers over work-related injuries. 

“AIRMIC wants to see what the
government is planning by way of

encouraging vocational rehabilita-
tion. It’s one thing to say you
think it’s a good idea, but what are
they actually going to do? We are
still waiting to be told,’’ said Mr.
Gamble.

The Assn. of British Insurers wel-
comed the bill but said it was only
the first step in a series of reforms
that should be introduced. “More
longer-lasting reform of the whole
system is needed to speed up and
simplify the claims process,” said a
spokesman for the ABI, who noted
that up to 40% of compensation
payments in the United Kingdom
go toward legal costs.

The Assn. of Personal Injury
Lawyers expressed concerns about
the provisions in the bill on the
law of negligence, saying that they
were “unlikely to result in clarifica-
tion of the law.”

RReeffoorrmm::  U.K. introduces bill
to reduce frivolous  lawsuits 
Continued from previous page

FFiinniittee:: Future of coverage remains uncertain
Continued from previous page
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Need to publish
a Legal Notice
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LEGAL NOTICE LEGAL NOTICE

NOTICE OF SANCTION OF SOLVENT SCHEME OF ARRANGEMENT
IN THE HIGH COURT OF JUSTICE (OF ENGLAND AND WALES)
NO 4436 OF 2005, CHANCERY DIVISION, COMPANIES COURT

IN THE MATTER OF LA MUTUELLE DU MANS ASSURANCES IARD (the “Company”)
AND

IN THE MATTER OF SECTION 425 OF THE COMPANIES ACT 1985

NOTICE IS HEREBY GIVEN that, by an order dated 28 October 2005 made in the
High Court of Justice of England and Wales, Chancery Division, Companies Court, at
the Royal Courts of Justice, Strand, London, WC2R 2LL, in the matter of the Company,
the solvent scheme of arrangement (the “Scheme”) to be made between the Company
and its Scheme Creditors (as defined in the Scheme) pursuant to section 425 of the
Companies Act 1985, which was voted on and approved by Scheme Creditors during
the meeting held on 5 September 2005, was sanctioned.  A copy of the Scheme was
lodged with the Registrar of Companies in England and Wales on 31 October 2005 and
the Scheme became effective on that date.  The full text of the Scheme along with the
Explanatory Statement may be obtained from the Scheme website located at
www.mmaukbranchsolventscheme.co.uk (the “Website”) or, upon request, by
contacting The Scottish Lion Underwriting Agencies (“SLUA”) at 5th Floor, Cutlers
Exchange, 123 Houndsditch, London, EC3A 7PQ, United Kingdom (marked for the
attention of Steve Crawley).

The Company also intends to file a petition in the United States Bankruptcy Court in
the Southern District of New York commencing a proceeding to obtain relief, including
injunctive relief, under Chapter 15 of the Bankruptcy Code, to aid the effective
implementation of the Scheme.

Under the terms of the Scheme, Scheme Creditors must submit a Claim Form and
supporting information to us in respect of their Claims (as defined in the Scheme) so as
to reach SLUA on or before the Final Claims Submission Deadline.  The Final Claims
Submission Deadline for the submission of all Claim Forms is 5.30pm (United Kingdom
time) on 1 March 2006, this being 120 days after the Effective Date.  Claim Forms can
be obtained from the Website or by contacting Steve Crawley at SLUA at 5th Floor,
Cutlers Exchange, 123 Houndsditch, London, EC3A 7PQ.  

If a Scheme Creditor fails to complete and submit a Claim Form to the Company on or
before 1 March 2006, then that Scheme Creditor will not be entitled to receive any
payment in respect of his or her Claim, or to assert his or her Claim, either under the
Scheme or otherwise, at any time after that date.

Notice of the Effective Date and the Final Claims Submission Deadline along with a
Claim Form and accompanying instructions has been sent by the Company to all
known Scheme Creditors at their last known addresses along with brokers,
underwriting agents and managing general agents with which the Company has dealt.
Any person who believes himself or herself to be a Scheme Creditor who has not
received notice by post should contact Steve Crawley (contact details below).

Any Scheme Creditor who is unclear about or has any queries regarding the Scheme,
this notice or the action that they are required to take, or any Scheme Creditor
requiring a hard copy of the Scheme or any other document contained on the Website,
should contact:  Steve Crawley of SLUA, 5th Floor, Cutlers Exchange, 123
Houndsditch, London, EC3A 7PQ, United Kingdom (Tel: + 44 (0) 20 7626 4266).

LEGAL NOTICE LEGAL NOTICE

NOTICE OF SANCTION OF SOLVENT SCHEME OF ARRANGEMENT
IN THE HIGH COURT OF JUSTICE (OF ENGLAND AND WALES)
NO 4433 OF 2005, CHANCERY DIVISION, COMPANIES COURT

IN THE MATTER OF THE SCOTTISH EAGLE INSURANCE COMPANY LIMITED (the “Company”)
AND

IN THE MATTER OF SECTION 425 OF THE COMPANIES ACT 1985

NOTICE IS HEREBY GIVEN that, by an order dated 28 October 2005 made in the
High Court of Justice of England and Wales, Chancery Division, Companies Court, at
the Royal Courts of Justice, Strand, London, WC2R 2LL, in the matter of the Company,
the solvent scheme of arrangement (the “Scheme”) to be made between the Company
and its Scheme Creditors (as defined in the Scheme) pursuant to section 425 of the
Companies Act 1985, which was voted on and approved by Scheme Creditors during
the meeting held on 5 September 2005, was sanctioned.  A copy of the Scheme was
lodged with the Registrar of Companies in England and Wales on 31 October 2005 and
the Scheme became effective on that date.  The full text of the Scheme along with the
Explanatory Statement may be obtained from the Scheme website located at
www.scottisheaglesolventscheme.co.uk (the “Website”) or, upon request, by
contacting PricewaterhouseCoopers LLP at Plumtree Court, London, EC4A 4HT,
United Kingdom (marked for the attention of James Allison).

After further consideration, the Company will not be filing a petition in the United
States Bankruptcy Court to obtain relief under Chapter 15 of the Bankruptcy Code, as
originally intended.

Under the terms of the Scheme, Scheme Creditors must submit a Claim Form and
supporting information to us in respect of their Claims (as defined in the Scheme) so as
to reach the Company on or before the Final Claims Submission Deadline.  The Final
Claims Submission Deadline for the submission of all Claim Forms is 5.30pm (United
Kingdom time) on 1 March 2006, this being 120 days after the Effective Date.  Claim
Forms can be obtained from the Website or by contacting Steve Crawley at the
Company at 5th Floor, Cutlers Exchange, 123 Houndsditch, London, EC3A 7PQ.  

If a Scheme Creditor fails to complete and submit a Claim Form to the Company on or
before 1 March 2006, then that Scheme Creditor will not be entitled to receive any
payment in respect of his or her Claim, or to assert his or her Claim, either under the
Scheme or otherwise, at any time after that date.

Notice of the Effective Date and the Final Claims Submission Deadline along with a
Claim Form and accompanying instructions has been sent by the Company to all
known Scheme Creditors at their last known addresses along with brokers,
underwriting agents and managing general agents with which the Company has dealt.
Any person who believes himself or herself to be a Scheme Creditor who has not
received notice by post should contact Steve Crawley, Bill Vince or James Allison
(contact details below).

Any Scheme Creditor who is unclear about or has any queries regarding the Scheme,
this notice or the action that they are required to take, or any Scheme Creditor
requiring a hard copy of the Scheme or any other document contained on the Website,
should contact:

Steve Crawley of The Scottish Eagle Insurance Company Limited, 5th Floor, Cutlers
Exchange, 123 Houndsditch, London, EC3A 7PQ, United Kingdom (Tel: + 44 (0) 20
7626 4266) or Bill Vince or James Allison of PricewaterhouseCoopers LLP, Plumtree
Court, London, EC4A 4HT, United Kingdom (Tel:  + 44 (0) 20 7583 5000).

UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

In re:
Petition of Hermanus 
Johannes Touw, on behalf 
of DAP HOLDING N.V., et al.

Debtors in a 
Foreign Proceeding.

NOTICE OF ENTRY OF PERMANENT INJUNCTION
ORDER GRANTING RELIEF REQUESTED IN SECTION

304 PETITIONS AND GIVING FULL FORCE AND
EFFECT TO SCHEMES OF ARRANGEMENT

PLEASE TAKE NOTICE that on October 27, 2005, the United
States Bankruptcy Court for the Southern District of New
York (the “Bankruptcy Court”) issued an Order (the “Permanent
Injunction Order”) giving full force and effect in the United
States to the Schemes of Arrangement, dated August 5,
2005 (collectively the “Scheme”) and sanctioned by Order
of the High Court of Justice of England and Wales, dated
September 26, 2005, with respect to each of the following
companies:

DAP Holding N.V.; Achmea Schadeverzekeringen N.V.;
AEGON Schadeverzekering N.V.; Allianz Nederland
Schadeverzekering N.V.; AMEV Schadeverzekering N.V.,
Atradius Credit Insurance N.V.; AXA Schade N.V.; Delta
Lloyd Schadeverzekering N.V.; Fortis Corporate Insurance
N.V.; GENERALI Schadeverzekering Maatschappij N.V.;
Goudse Schadeverzekeringen N.V.; N.V. Maatschappij van
Assurantie, Discontering en Beleening der Stad Rotterdam
Anno 1720; N.V. Nationale Borg-Maatschappij; Nationale-
Nederlanden Internationale Schadeverzekering N.V.;
Nationale-Nederlanden Schadeverzekering Maatschappij
N.V.; N.V. Noordhollandsche Van 1816 Algemene
Verzekeringsmaatschappij; Vereenigde Assurantiebedrijven
“Nederland” N.V.; and N.V. Verzekering Maatschappij de
Noord-en Zuid-Hollandsche Lloyd.

The Permanent Injunction Order provides that the Scheme
is binding on and enforceable in accordance with its terms
against all Scheme Creditors (as defined in the Scheme),
and Scheme Creditors are permanently enjoined and
restrained from, inter alia, taking any action that is inconsistent
with the Scheme.

PLEASE TAKE FURTHER NOTICE that the Permanent
Injunction Order is on file with the Bankruptcy Court and may
be accessed via the Bankruptcy Court’s website at
http://www.nysb.uscourts.gov (a PACER login and a password
are required to retrieve a document).  Further, a copy of
the Permanent Injunction Order is available upon written
request to counsel (including by facsimile) at the address
listed below.
Dated: October 27, 2005

CADWALADER, WICKERSHAM & TAFT LLP
Attorneys for the Petitioner
Gregory M. Petrick (GP 2175)
Ingrid Bagby (IB 3844) • David Neiman (DN 0371)
One World Financial Center
New York, New York 10281
Tel:  (212) 504-6000 • Fax:  (212) 504-6666

An Ancillary Case
Under Section 304 of
the Bankruptcy 
Code Case No.:
05-18816 (ALG)
Jointly AdministeredX

X
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Insurers to lose key lawmaker with Oxley retirement 
By MARK A. HOFMANN

WASHINGTON—Insurance indus-
try lobbyists are hailing the first
chairman of the House Financial
Services Committee as a leader who
brought revolutionary change to
Capitol Hill before deciding to retire
from Congress at the end of his cur-
rent term.

Rep. Michael G. Oxley, R-Ohio,
announced last week that he would
not seek re-election next year to the
seat he has held since 1981. He was
named chairman of the then newly
created Financial Services Commit-
tee in 2001.

Since then, Rep. Oxley has won
plaudits for his efforts to reform
state insurance regulation, as well as
to create—through the Terrorism

Risk Insurance Act—a federal finan-
cial backstop for insurers for losses
from future catastrophic terrorist at-
tacks. 

He is also co-author of the Sar-
banes-Oxley Act, which tightened
standards of corporate governance
and created new investor protec-
tions in the wake of widespread cor-
porate accounting scandals.

“He’s been a great chairman and
has done more to create a forum
for insurance issues than anyone
before him in Congress,” said Joel
Wood, senior vp-government
affairs for the Council of Insurance
Agents & Brokers in Washington. 

“He’s consolidated our jurisdic-
tion, he’s created a bipartisan atmo-
sphere, he’s the first leader to blow
the whistle on the flaws of state in-

surance regulation, and he’s gotten
a lot done,” said Mr. Wood, who
called Rep. Oxley “an incredible
leader with the best political in-
stincts I’ve ever seen.”

“TRIA has been instrumental in
America’s economic recovery from
the 9/11 terrorist attack,” said Leigh
Ann Pusey, senior vp-government
affairs for the American Insurance
Assn. in Washington, in a state-
ment. 

“We look forward to his contin-
ued leadership as we work with him
and other lawmakers to ensure that
this economic safety net remains in
place after its scheduled expiration
on Dec. 31,” she said.

“Whether addressing regulatory
reform, corporate accountability,
accuracy and access to credit histo-

ries, or a financial safety net for ter-
rorism losses, Chairman Oxley
showed a true understanding of in-
surance issues and a desire to devel-
op free market solutions for both
the industry and consumers,” said
Ernie Csiszar, president of the Des
Plaines, Ill.-based Property Casualty
Insurers Assn. of America, in a state-
ment.

“His leadership, common sense,
and ability to forge workable com-
promise will be critical to securing
an extension of the Terrorism Risk
Insurance Act and will be sorely
missed when he leaves Congress
next year,” he added. 

“Chairman Oxley will be the
model for the next chairman of the
committee,” said the AIA’s Ms.
Pusey.

Industry lobbyists hail work of Financial Services Committee chair
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face a more sympathetic ear given
Judge Alito’s generally pro-govern-
ment and pro-business views,” said
Mr. Maatman. He noted, though,
that Judge Alito has “a judicial bent
for nuanced rulings.”

In employment cases, Judge Alito
has often—but not always—called
for a limited rather than expansive
reading of nondiscrimination law.
For example, the judge wrote in
Chittester vs. The Department of Com-
munity and Economic Development
in 2000 that provisions in the feder-
al Family & Medical Leave Act that
allowed state employees to sue
states for alleged violations of the
act was unconstitutional. The
Supreme Court later rejected that
reading of the FMLA in its 2003 de-
cision in Nevada Department of Hu-
man Resources vs. Hibbs.

“Judge Alito does take an ex-
tremely narrow view on discrimina-
tion cases in terms of both what the
laws provide as protection to vic-
tims of discrimination substantively
and then also takes a very narrow
view on procedures that makes it
harder for plaintiffs to get their cas-
es in front of the courts,” said Kathy
Rodgers, president of Legal Momen-
tum, a New York-based women’s
advocacy group.

Ms. Rodgers noted that Judge Ali-
to was the sole dissent in 1996’s
Sheridan vs. E.I. DuPont de Nemours
& Co. The case involved alleged vio-
lations of Title VII of the Civil Right
Act of 1964. At issue was when

summary judgment in the case
could be granted.

“The key thing about a summary
judgment motion is it is based on a
showing of evidence and facts,”
said Ms. Rodgers.

“In this case, the requirements
are that the plaintiff has to come
forward and state a case that, if
proven, would demonstrate dis-
crimination. The defendant can
then put in an affirmative defense,
which, if proven, would win the
case,” Ms. Rodgers said. The plain-
tiff then has the right to show that
the reason given is “indeed a
sham—it’s not the real reason they
discriminated against me,” said Ms.
Rodgers. In his dissent, Judge Alito
held that even when this point in
the argument had been reached,
summary judgment could be still be
granted to the defendant rather
than sending the case to a jury, she
noted.

“He seems to be, over the course
of his history, a rather strict con-
structionist. I believe he reads these
statutes as written,” said Paul J.
Siegel, a partner in the Melville,
N.Y., office of the law firm of Jack-
son Lewis LLP. “As these laws were
written, you’re really supposed to
show that something specifically
bad happened to you, not that the
employer isn’t running a perfect
workplace.”

But Mr. Maatman cited as exam-
ples of the judge’s “independent
thinking” a pair of rulings involv-
ing the First Amendment. In the

2001 decision in Saxe vs. State Col-
lege School District, he ruled that a
nonharassment policy that covered
all “members of the school commu-
nity”—including employees, stu-
dents and visitors—went too far be-
cause it infringed on speech that

was not harassing.
And in the 1999 case Fraternal Or-

der of Police Newark Lodge No. 12 vs.
City of Newark, Judge Alito sided
with employees in a case involving
two Muslim policemen ordered to
shave their beards to keep their
jobs. Judge Alito wrote that Newark,
N.J.’s ban on beards other than for
medical reasons violated the First
Amendment rights of the officers to
practice their religion, which
they said required them to wear
beards.

“He strictly construes insurance
contracts,” noted Robin Conrad, se-
nior vp of the National Chamber

Litigation Center Inc. in Washing-
ton.

Judge Alito’s narrow view of in-
surance contract language was evi-
dent in this year’s Oct. 3 decision in
MBIA Insurance Corp. vs. Royal In-
demnity Co. Writing for the court,
Judge Alito found that even though
Royal had been the victim of “a
spectacular fraud” committed by a
now-defunct student loan provider,
the insurer still had to honor credit
risk policies that covered the loans
because it had waived its rights to
assert any fraud-based defense in its
policy language (BI, Oct. 10). The
policy language was not ambiguous
about the waivers, said Judge Alito.
“When sophisticated parties in-
clude a broad but unambiguous
nonreliance clause in their agree-
ment, the Delaware Supreme Court
will likely indulge the assumption
that they said what they meant and
meant what they said,” he wrote.

Judge Alito also strictly construed
the limits of casino liability in a
case from a decade ago.

In the 1995 case Ayhan Haki-
moglu vs. Trump Taj Mahal Associ-
ates et al., Judge Alito dealt with the
issue of whether, under New Jersey
law, “a casino patron may recover
from a casino for gambling losses
caused by the casino’s conduct in
serving alcoholic beverages to the
patron and allowing the patron to
continue to gamble after it becomes
obvious that the patron is intoxicat-
ed.”

Judge Alito noted that deciding

the case would involve engaging in
a bit of prediction as to whether
“the Supreme Court of New Jersey
would recognize claims such as
those asserted by the plaintiff. Un-
fortunately, we must make this pre-
diction without specific guidance
from the New Jersey appellate
courts, for neither the Supreme
Court of New Jersey nor the Appel-
late Division has addressed the
question that is now before us or
any closely related question.” He
came to the conclusion that New
Jersey law would not permit the
type of claim put forward by Mr.
Hakimoglu.

groups, only the first $94,200 of an
employee’s wages would be count-
ed in calculating payroll costs. That
change was made after complaints
that companies already offering a
generous level of coverage would be
hit with the new tax just because
they employed highly compensated
employees.

In addition, employers calculat-
ing their payroll costs could exclude
the salaries of those employees who
obtain coverage through their
spouses.

The payroll tax would be used,
among other things, to expand eli-
gibility for lower-income residents
to obtain coverage through the
state’s Medicaid program.

“This is the only proposal to date
that truly delivers on its promise to
expand access to affordable, quality
health care,” said Speaker of the
House Salvatore DiMasi, D-Boston,
who proposed the legislation. “The
numbers add up because we level
the playing field across the board
to make sure that everyone—indi-
viduals, business and govern-
ment—are all pulling in the same
direction.”

The legislation is reminiscent of a
measure that Massachusetts legisla-
tors enacted in 1988. That law—a
landmark at the time—also im-
posed a surcharge on employers,
then set at $1,680 per employee, to
fund coverage for the uninsured.
And, like the current measure, the
1988 law allowed employers to off-

set the surcharge by their health in-
surance costs.

Implementation of the 1988 law
was delayed several times, though,
and ultimately the law was re-
pealed. Groups representing small
employers argued that companies
would move operations to neigh-
boring states without such a tax,
leading to job losses.

It is too soon to say what the fate
of Rep. DiMasi’s bill will be. Ob-
servers say it isn’t clear if the Mas-
sachusetts Senate will go in the
same direction. Additionally, Re-
publican Gov. Mitt Romney previ-
ously has opposed new taxes on
employers.

“I can’t imagine that Gov. Rom-
ney would sign this,” said Cameron
Congdon, a principal in the Boston
office of Towers Perrin.

“Gov. Romney is in favor of cut-
ting taxes, not imposing new ones,”

said Bill Vernon, state director for
the National Federation of Indepen-
dent Business in Boston.

Opposition remains strong from
business groups, which criticize the
tax on philosophical and economic
grounds.

“Fundamentally, employers
should not be required to provide
health insurance,” said Eileen
McAnneny, a vp with Associated
Industries of Massachusetts in
Boston, a business lobbying group.

“This is not something many of
our members could afford to do
without a huge hit to profits,” said a
spokeswoman for the Mas-
sachusetts Restaurant Assn. in
Southborough, Mass.

Many employers, whose health
care costs typically range from 7%
to 10% of payroll, would likely not
be hit by the payroll tax. Converse-
ly, big companies whose workforces
comprise part-time employees, who
rarely are covered under group
health care plans, could end up
having to pay the surcharge.

“It could have a significant im-
pact on them,” according to Mr.
Congdon.

Additionally, if revenue raised
were to fall short of projections, leg-
islators might change the formula
to bring in more employer contri-
butions, he noted. “It might be a
nonevent now for many employers,
but that does not limit their con-
cern. Once taxes are put in place,
they have a tendency to go up,” Mr.
Congdon said.

conscionable price or prices or
terms that lead to any unjust or un-
reasonable profit. Also banned
would be unreasonable discrimina-
tion and intentional restrictions on
the sale or distribution of prescrip-
tion drugs.

In Washington state, voters will
consider two medical malpractice
measures and a third measure that
would expand smoking prohibi-
tions.

Washington voters will consider
Initiative 330, a comprehensive
package of tort reform measures
that would significantly reduce
malpractice liability for health care
facilities and practitioners.

For example, the measure would
limit a claimant’s recovery for
noneconomic damages to $350,000
against all health care professionals
and institutions, or $700,000
against a health care institution
that is liable for the acts of people
other than health care profession-
als.

The measure also would: limit
plaintiffs attorney fees, authorize
mandatory mediation of lawsuits
and arbitration of contractual dis-
putes, and add more proportional
liability approaches to the state’s
existing system of limited joint and
several liability.

In addition, the measure would
require that plaintiffs certify the
merit of a case and give at least 90

days’ notice of lawsuits. It also
would shorten the time for filing
cases and expand evidence of pay-
ment from collateral sources,
though it would eliminate subroga-
tion rights for those sources.

Once a judgment was rendered,
the measure would expand existing
guidelines for periodic payments of
future damages and terminate those
payments under certain circum-
stances.

Voters will also consider Initia-
tive 336, which would establish a
private supplemental program for
health care facilities and practition-
ers to purchase excess malpractice
liability insurance above private in-
surance. An appointed board and
the insurance commissioner would
oversee the program.

The measure also would require
the insurance commissioner to pro-
vide public notice of malpractice in-
surance rate increases and hold a
hearing if an insurer’s increase ex-
ceeds 15%.

In addition, the measure would
limit the number of experts testify-
ing in lawsuits and give consumers
greater access to information about
some malpractice judgments and
negative outcomes involving health
care providers. The measure would
allow increased oversight of physi-
cians and license revocation of any
physician with three malpractice
judgments within 10 years, in most
cases.
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IInniittiiaattiivveess::  Voters to decide fate
of insurance-related measures
Continued from page 4

AAlliittoo::  Supreme Court nominee issued rulings favorable to business interests
Continued from page 1

HHeeaalltthh  ttaaxx::  Mass. House passes play-or-pay bill
Continued from page 4

“Judge Alito does take
an extremely narrow

view on discrimination
cases.”

Kathy Rodgers
Legal Momentum

“Fundamentally,
employers should
not be required to

provide health
insurance.”

Eileen McAnneny
Associated Industries of Massachusetts
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their clients regarding compensa-
tion arrangements, he noted.

“Clearly, brokers have made a
genuine and apparently successful
effort to be more forthcoming,” said
Mr. Bradford. In the first two sur-
veys, which were conducted last
year, there was “some genuine hos-
tility on the part of some risk man-
agers as to what they perceived as
real wrongdoing in the industry.
That has pretty much evaporated.”

Janice Ochenkowski, director of
global risk management at Jones
Lang LaSalle Inc. in Chicago, said
she agrees with Advisen’s findings.
“I believe brokers are providing
more information and better infor-
mation about their compensa-
tion,” she said. 

In the latest survey, about 75% of
risk managers said they are generally
satisfied with steps taken by brokers
to make compensation practices
more transparent. In the two earlier
surveys, buyers expressed wide dis-
satisfaction with the level of disclo-
sure from brokers and anger over al-
leged anti-competitive practices.

But as risk managers have become
more comfortable with broker dis-
closures, they may be taking a more
active role in their insurance place-
ments. The survey showed that less
than half—45%—rely solely on their
brokers to handle the transaction.

Ms. Ochenkowski, who partici-
pated in the study, said: “Risk
managers understand that they
need to be more involved in the
purchasing process. It’s to their ad-
vantage” and benefits their com-
panies, too. 

Around 40% of the respondents
said they have become more in-
volved in the negotiation process
with underwriters or in selecting the
insurers they want to request quotes
from. And 2.7% said that since Mr.
Spitzer’s investigation, they have be-
gun bypassing brokers and placing
business directly with insurers.

While the survey showed a high
level of satisfaction among risk man-
agers with their brokers, it also indi-
cated that some buyers are making
changes. The survey said 13% made
such changes as switching interme-
diaries or dividing business among
more than one broker. Nearly 15%
said that their organization plans to

initiate a selection process to replace
their current broker within the next
18 months. Another 18% were un-
certain about such a move.

Some risk managers who partici-
pated in the study were critical of
their colleagues for not knowing
how their brokers were operating be-
fore Mr. Spitzer began his investiga-
tion. The survey included some of
their written remarks.

“For the past 15 years, I have been
doing what other risk managers are
just starting to do,” one respondent
wrote. “Most never knew about the
placement process, commissions on
the backside, etc. Now they do and
are crying ‘foul,’ but it is only be-
cause they never took the time to ed-
ucate (themselves).”

“Risk managers have always been
able to obtain the transparency they
demand,” another wrote. The re-
spondent went on to ask why those
who have complained about the
lack of transparency accepted it in
the first place.

“There obviously were some out-
standing risk managers who were
proactively involved,” Mr. Bradford
said. “A lot of them want it to be
known that whatever happened,
they were on top of it.” Some others,
he said, were likely “asleep at the
switch” and are “now getting more
actively involved.”

Mr. Bradford said risk managers
also posted remarks wondering why
premiums haven’t dropped as insur-
ers abandoned payment of contin-
gent commissions. “That was a fairly
prevalent comment,” he said. “And
it mystifies me a little bit because
rates have come down.”

But Mr. Bradford also acknowl-
edged that as rates have come down,
there is nothing to show how much
of that might be due to the elimina-
tion of contingent commissions.

Ms. Ochenkowski said she be-
lieves rates should reflect the ab-
sence of contingent commissions.
Whether that has been the case is
“difficult to tell,” she noted, be-
cause it is unclear in a market that
is driving prices both up and down
what impact an accounting for the
lack of commissions has had.

The survey is available for $195
from Advisen by contacting Jeff Co-
hen by telephone at 212-897-4820
or by e-mail at jcohen@advisen.com.
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SSuurrvveeyy::  More buyers involved
in placing insurance coverage
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Index of premium changes made public
For the first time, New York-based Advisen Ltd. is
publicly publishing its ADVx composite premium
index, which tracks changes in average renewal pre-
miums for commercial insurance policies.

The index, a composite of U.S. property, general
liability, workers compensation and directors and of-
ficers liability renewal data, tracks premium changes
quarter by quarter relative to a base index of 100 be-
ginning in 2000. All premiums are expressed in 2000
dollars.

Risk managers can use the index as a reference
point for their own programs, said David Bradford,
editor-in-chief of Advisen. “It’s a way for them to
benchmark how they are performing against the
market,” he said.

According to the index, premiums increased, on
average, 50% from 2000 to the fourth quarter of

2003 and have been steadily decreasing since then.
In the third quarter of 2005, the premium index was
134.90, vs. 137.74 in the second quarter.

The “percent change” in the index represents an
annualized figure rather than the difference between
premiums paid quarter by quarter. So if rates de-
crease at the same rate for the next 12 months as
they did between the second and third quarter of
2005, risk managers would expect to see premiums
fall by 7.9 by the third quarter of 2006.

Mr. Bradford said, though, that “the same down-
ward trend that you see now will probably be mod-
erated, if not reversed, in the fourth quarter” as a re-
sult of hurricanes Katrina, Rita and Wilma.

For more information about the index, contact
Advisen at 212-897-4800 or go to www.advisen.com.

−By Sally Roberts

Tracking composite renewal data by quarter

Changes in the buying process
Risk managers said that subsequent to New York Attorney General Eliot
Spitzer’s investigation of the insurance industry:

There have been no material
changes in interactions with
underwriters
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62%

I have been more involved in
selecting insurance carriers 20%

I have been engaged directly
in negotiations with
insurance underwriters

17%

I have taken a more active role
in evaluating quotes from
insurance carriers
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I require my broker to
provide a written declination
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this situation very closely and has
concluded that at this point it is
best for our company, our people
and our shareholders to begin to
put this matter behind us,” Mr.
MacGinnitie said in a statement.

RenaissanceRe additionally stat-
ed that Martin J. Merritt, formerly
the firm’s controller, has left the
company, and that John M. Lum-
mis, chief operating officer and
chief financial officer, will retire in
June 2006.

The company’s decision to re-
state three years of earnings,
which RenaissanceRe announced
in February, related largely from
transactions it entered into in
2001 with Inter-Ocean Holdings
Ltd., a Bermuda-based finite risk
reinsurer that went into runoff ear-
lier this year (BI, Feb. 28). The re-
statement caused RenaissanceRe’s
2001 and 2003 net income to in-
crease by $20.6 million and $1.3
million, respectively, and its 2002
net income to decrease by $21.9
million, the company reported.

In its 2004 10-K filing, Renais-
sanceRe acknowledged that al-
though those contracts had been
booked as insurance, they failed to
transfer enough risk to meet ac-
counting standards for insurance.

Numerous insurance compa-
nies—as well as top industry exec-
utives—have been targeted in
probes into finite reinsurance. Im-
proper accounting treatment of a
finite deal formed the center of a
probe that earlier this year led to
the resignation of Maurice R.
Greenberg, former chairman and
CEO of New York-based American
International Group Inc.

The U.S. Securities and Ex-
change Commission served Re-
naissanceRe and its executives a
trio of so-called “Wells notices”
earlier this year. One was issued to
Mr. Stanard, one to Michael W.
Cash—formerly vp of specialty
reinsurance, who left the Renais-
sanceRe in July after refusing to
comply with an SEC subpoena—
and one went to the company it-
self.

Wells notices warn that SEC of-
ficials plan to recommend that the
agency bring civil charges for vio-

lations of federal securities laws,
but they give recipients the oppor-
tunity to explain alleged impropri-
eties.

It remains unclear whether the
SEC will bring charges against the
executives and the company, and
whether RenaissanceRe’s recent
management changes indicate
that the reinsurer is closer to ap-

proaching a resolution with au-
thorities.

Regarding the SEC bringing a
civil enforcement action against
Mr. Stanard, “There’s no decision
made that we’re aware of,” said
James D. Mathias, an attorney for
Mr. Stanard with the Chicago-
based law firm of DLA Piper Rud-
nick Gray Cary U.S. L.L.P. In a
statement, Mr. Mathias noted that
his client “strongly disagrees with
any suggestion that he was aware
or intended that (RenaissanceRe)
engage in a transaction that did
not satisfy the applicable account-
ing standards or that he otherwise
engaged in or condoned fraudu-
lent conduct.”

A spokesman for the SEC, mean-
while, declined to comment on
the status of the Wells notices or
whether Mr. Stanard’s departure
represents a step toward resolving
investigations surrounding the
company.

RenaissanceRe said it continues
to work with regulators. “As we’ve
said in the past, we are cooperat-
ing fully with the investigations
and are hopeful of a resolution,” a
RenaissanceRe spokesman said.

RenaissanceRe last week also re-
leased its third-quarter results, re-
porting a net loss of $105.8 mil-
lion for the first nine months of
2005—mainly due to hurricane
losses—compared with a restated
loss of $58.4 million in the year-
earlier period. The company’s net
premiums written rose 7.3% to
$1.29 billion. 

Ratings response

Following its announcements of
earnings and management
changes, rating agencies re-evalu-
ated RenaissanceRe.

Oldwick, N.J.-based A.M. Best
Co. downgraded Renaissance Rein-
surance Ltd. to A from A+. The
agency also downgraded the finan-
cial strength ratings of Renais-
sanceRe units Glencoe Group
Holdings Ltd. and Overseas Part-
ners Cat Ltd. to A- from A, due to
the management changes and
“poor operating performance over
the last two years.”

The strength of the newly insti-
tuted management team at Renais-
sanceRe remains to be seen, ac-
cording to Bob DeRose, an analyst
at Best, and that was one of the
rating agency’s considerations in
keeping the company under re-
view with negative implications,
he said.

Standard & Poor’s Corp. down-
graded Renaissance Reinsurance to
A+ from AA-. “The change in CEO,
coupled with the fact that 2004
and 2005 didn’t meet earnings ex-
pectations,” is what led to the
downgrade, said Damien Magarel-
li, an analyst at New York-based
S&P.

Chicago-based Fitch Ratings
downgraded the financial strength
rating of Renaissance Reinsurance
Ltd. to A from A+, citing concerns
about management continuity at
the company, among other fac-
tors.

“Although a significant loss for
(RenaissanceRe), we believe the
company’s strong franchise runs
deeper that its chief executive,”
Brian Meredith, an analyst with
Banc of America Securities in New
York, said in a statement, though
the firm will monitor “whether

Mr. Stanard’s departure, and the
potential departure of other em-
ployees as a result, could restrict
the company’s market opportuni-
ties.”

Confidence amid challenges

Even amid investigations of the
company, the recent loss of its top
executive and heavy hurricane
losses, RenaissanceRe’s new CEO
said he remains confident about
the company’s performance going
forward and that there will be few
changes in how it operates.

“Jim and I started this company
in 1993. The philosophies of both
Jim and myself were aligned from
the very beginning,” said Mr. Cur-
rie, who left RenaissanceRe as a se-
nior vp in 1997.

From an underwriting stand-
point, Mr. Currie said, “we’ll con-
tinue to do the same things going
forward that we’ve done in the
past.” The company is, however,
considering taking advantage of ad-
ditional opportunities, particularly
in the energy sector—both onshore
and offshore—as well as the indi-
vidual risk market, he noted.

With a new class of startup rein-
surers arriving on the island, Re-

naissanceRe is aware that some of
those companies are trying to re-
cruit its staff, he said. But “we’ve
had no defections, and I don’t an-
ticipate any defections,” Mr. Cur-
rie said. 

Regarding the use of finite rein-
surance, Mr. Currie said that Re-
naissanceRe has already instituted
safeguards to prevent future prob-
lems, including a full-time internal
auditor, a legal team that reports
directly to the CEO and an auto-
mated review process that flags
contracts with questionable levels
of risk transfer.

Still, the company is not com-
pletely averse to using alternative
forms of risk transfer in the future,
Mr. Currie said. “Reinsurance is
not cookie-cutter,” he said, and
“under the (alternative risk trans-
fer) umbrella, there are several
types of acceptable contracts, such
as catastrophe bonds and joint
ventures.”
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RReennRRee::  Founder quits as probe continues
Continued from page 1

Former RenaissanceRe Holdings Ltd. Chief Executive Officer James N.
Stanard has more than 30 years of experience in the property/casualty
industry.

1971-83      Held various actuarial, underwriting and management
positions with INA
Reinsurance,
Chubb Corp. and
Prudential
Reinsurance.

1983-91 Co-founded F&G
Reinsurance, a
reinsurance unit of
United States
Fidelity & Guaranty
Co.

1991-93 Served as
executive vp and
member of the
office of the
president of
USF&G.

1993-2005 Founded RenaissanceRe Holdings and served as
chairman and CEO.

Career highlights of James N. Stanard

“Although a significant
loss for (RenaissanceRe),

we believe the
company’s strong

franchise runs deeper
than its chief
executive.”

Brian Meredith
Banc of America Securities

Delayed harassment complaint is denied
By JUDY GREENWALD

SAN FRANCISCO—A televi-
sion sales manager who took
too long to voice a complaint
of sexual harassment by his su-
pervisor, and then refused to
cooperate with a subsequent
investigation, may not pursue
his case, said the 9th U.S. Cir-
cuit Court of Appeals.

In its 2-1 decision Tuesday in
Hardage vs. CBS Broadcasting
Inc., the appellate panel upheld
a lower court’s decision to dis-
miss Hugh Hardage’s sexual
harassment and retaliation

claims against CBS Broadcast-
ing Inc., Viacom Television
Stations Inc. and Viacom
Broadcasting of Seattle Inc.

According to the panel’s de-
cision, Mr. Hardage, who was
a local sales manager in Seat-
tle, complained that the sta-
tion’s Tacoma-based general
manager, Nancy Sparks, sexu-
ally harassed him both in the
workplace and outside the of-
fice.

Mr. Hardage complained to
his manager in October 2000
about the harassment, which
allegedly began in April 2000,

court papers show.
Mr. Hardage then failed to

tell a human resources repre-
sentative, who was sent in re-
sponse to his complaint, any
details about the harassment,
insisting instead on handling it
himself, according to the deci-
sion.

He subsequently resigned
from his position after his
work performance was called
into question.

“In addition to waiting half
a year to make a complaint,
when Hardage finally made his
complaint he specifically asked

the company not to investigate
it,” the opinion states.

“By specifically requesting
the company not make use of
its remedial and preventative
procedures, Hardage unreason-
ably failed to make use of CBS’
anti-harassment policies and
procedures.”

In addition, although Mr.
Hartage complained of retalia-
tion in the form of adverse per-
formance memoranda and be-
ing placed on a 30-day proba-
tion period, “it is undisputed
that Hardage failed to meet
sales goals,” says the opinion.
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introduced into the Legislature, in
part would: create a system of tiered
benefit levels for permanent partial
disability injuries, authorize
comprehensive fee schedules for
medical goods and pharmaceuticals,
and require claimants to use in-
network diagnostic services.

Aon to lay off staff
in wake of flat growth
Aon Corp. reported flat revenue
growth for the first nine months of
2005 and said it will lay off 1,400
employees, about half of them
previously announced as cuts in the
broker’s U.K. operations. Worldwide,
Aon has about 47,000 employees.
For the first nine months of this year,
the broker reported total revenues
of $7.31 billion, virtually unchanged
from the same period in 2004. Risk
and insurance brokerage revenues
fell 2.3% to $3.97 billion. Aon’s net
income was $511 million, up 10.4%
over the prior-year period, the
broker reported.

Half of big employers
to offer CDHPs: Survey
Nearly half of large employers
surveyed plan to offer high-
deductible, consumer-driven health
care plans next year, according to a
survey. Of the 45% of employers
that will offer a consumer-driven
plan, 62% said they will offer a high-
deductible plan linked to a health
savings account, according to the
survey by Fidelity Investments.
Employers with consumer-driven
plans said the median deductible for
single coverage will be $1,500 and
the median deductible for family
coverage will be $3,000. The Fidelity
Investments survey is based on the
responses of 86 employers whose
workforces averaged nearly 15,000
employees.

PBGC takeover of 
United plan stands
A panel of the 7th U.S. Circuit Court
of Appeals has rejected an appeal by
United Airlines’ flight attendants
challenging an earlier ruling by a
bankruptcy court that the Pension
Benefit Guaranty Corp. can take over
the attendants’ plan, which has
about $1.8 billion in unfunded PBGC-
guaranteed benefits. The Assn. of
Flight Attendants, though, is
continuing to challenge—on different
legal grounds—the PBGC’s takeover

of the plan in a suit filed in U.S.
District Court for the District of
Columbia.

ERISA architect 
Erlenborn dies
Former Rep. John Erlenborn, R-Ill.,
one of the key architects in the U.S.
House of Representatives of what
became the Employee Retirement
Income Security Act of 1974, died
last week at his home in Warrenton,
Va., of a progressive neurological
disease. He was 78. After serving 10
terms, Mr. Erlenborn decided not to
run for re-election in 1984. After
leaving Congress, he became a
partner in the Washington office of
the law firm Seyfarth, Shaw,
Fairweather & Geraldson.

Endurance, IPCRe
downgraded by Best 
Endurance Specialty Insurance Ltd.’s
financial strength rating has been
downgraded by A.M. Best Co. to A-
from A because of heavy losses from
Hurricane Katrina. The downgrades
also apply to Endurance Reinsurance
Corp. of America and Endurance
Worldwide Insurance Ltd. Best also
downgraded the financial strength
rating of the reinsurance subsidiaries
of IPC Holdings Ltd. to A from A+.
The downgrade—which applies to
Pembroke, Bermuda-based IPCRe
Ltd. and Dublin, Ireland-based IPCRe
Europe Ltd.—reflects “the decline in
IPCRe’s risk-adjusted capital
position” due to losses from
Hurricane Katrina and other third-
quarter catastrophes, the rating
agency said.

Feds boost caps on 
HSA contributions 
The Treasury Department and the
Internal Revenue Service have
increased the maximum annual
health savings account contributions
for 2006 to $2,700 for individuals
and $5,450 for families, from $2,650
for individuals and $5,250 for
families in 2005. The government
also has established new out-of-
pocket maximum spending on HSA-
compatible high-deductible plans at
$5,250 for individuals and $10,500
for families. However, the
contributions to HSAs cannot exceed
the deductible amounts, which were
also increased to $1,050 for
individuals and $2,100 for families. In
2005, HSA deductibles were a
minimum of $1,000 for individuals
and $2,000 for families.
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tors, who charged that Aon steered
clients to those insurers paying the
highest contingent commissions
and that it linked insurance place-
ments with reinsurance brokerage
business (BI, March 7).

Previously, U.S. policyholders
that obtained insurance through
Aon between Jan. 1, 1994, and
Dec. 31, 2004, on which Aon
collected contingent commis-
sions, had until Jan. 31 to ex-
clude themselves from the Daniel
class.

Aon then gave those that
asked to be excluded until Aug.
19 to change their minds and
participate in the settlement.

Aon informed clients of the
extensions and terms of the set-
tlement in letters mailed last
month.

A spokesman for Chicago-
based Aon said the brokerage is
extending the deadlines to give
as many people as possible the
opportunity to sign up for the
settlements.

Attorneys familiar with the
settlements, though, say that
Aon’s decision to extend the par-
ticipation periods was driven, in
part, by the number of objec-
tions filed in response to the
Daniel settlement.

Many class members, they say,
believe they were not provided
with sufficient notice of the exis-
tence of the class or the opt-out
date. And with a hearing coming
up in which a judge will rule on
whether the settlement is fair,

reasonable and adequate, Aon is
attempting to give those mem-
bers that have objections more
time to make their decision.

Ken Adams, a partner in the
law firm of Diskstein, Shapiro,
Morin & Oshinsky L.L.P. in
Washington, said it is his sense
that Mr. Spitzer became “per-
suaded” that class members were
not given enough information
and time to make a decision to
participate in the Daniel settle-
ment.

Given Mr. Spitzer’s concern,
plus the objections filed relating
to the settlement and the fact
that Aon was heading into a fair-
ness hearing, “I think they made
a smart decision to take this issue
off the table and give everybody
proper notice,” said Mr. Adams,
whose firm is representing Aon
clients.

Calls to Mr. Spitzer’s office
were not returned.

“Because there were so many
problems with the notice in the
Daniel case, Aon is allowing for a
second opt-out in case people
weren’t happy with the settle-
ment proposal,” explained James
Wagner, a partner in the Wash-
ington office of Howrey L.L.P.
who also represents Aon clients.

“Aon had a complete listing of
its clients but did not notify
them by mail, which clearly
would have been the appropriate
method,” Mr. Wagner said, not-
ing that the objections to the set-
tlement are not based solely on
insufficient notice. There are ob-

jections questioning the fairness
of the settlement as well as the
class counsel fees, he said.

Indeed, just how much of the
$38 million in the Daniel fund
will be distributed among class
members remains unknown. At-
torneys’ fees and $5 million in
administration costs will be de-
ducted before distribution, and
class counsel is seeking $19 mil-
lion in fees, according to a Web
site dedicated to the settlement. 

In the fairness hearing sched-
uled for Dec. 6 and 7, which was
postponed from October, Cook
County Circuit Court Judge Julia
M. Nowicki will consider the
amount of attorneys’ fees and
costs to be awarded.

Attorneys say any unclaimed
portion of the $190 million com-
pensation fund will be added to
the Daniel fund.

The Aon spokesman declined
to discuss the Daniel case.

Aon’s extension comes on the
heels of MMC extending its set-
tlement opt-in deadline to Nov.
1, attorneys say. Roughly half of
the 140,000-policyholder clients
eligible for compensation accept-
ed MMC’s offer by the original
Sept. 20 deadline (BI, Oct. 3). An
MMC spokeswoman was un-
available for comment.

“Aon and Marsh want as much
finality as they can get,” said Mr.
Wagner. “They’re not too happy
about people opting out, because
that means they might be filing
individual actions, like some of
our clients have done.”

BI Stock Index [ 10/31 - 11/4 ]

Up-to-the-minute data for all 85 companies that comprise
the BI Stock Index can be found at www.businessinsurance.com.

PXRE Group Ltd. 16.63%

IPC Holdings Ltd. 13.71%

Axis Capital Holdings Ltd. 12.16%

XL Capital Ltd. 11.74%

UNUMProvident Corp. 9.77%

Vesta Insurance 
Group Inc. -14.29%

Fairfax Financial 
Holdings Ltd -3.72%

CIGNA Corp. -2.91%

Humana Inc. -2.16%
WellPoint Inc. -1.74%

Source: FinancialContent Inc. (http://financialcontent.com)

2.90%

Percentage change of
BI Stock Index vs. key indicators

BI Stock Index

2,772.89

Dow Jones

10,530.76

S&P 500

1,220.14

Largest gains

Weekly change by market segment
Brokers 35.5%

Insurers/Reinsurers 15.03%

Managed Care Organizations 26.58%

Largest losses

1.23%

1.81%
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