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to talk about their
business. I ran a
reasonable size
Syndicate at Lloyd’s
for many years and
saw lots and lots of
visitors. But I see just
as many here today
in Bermuda as
London market.
Reinsurance
-wise, Bermuda is
certainly a important
a marketplace as
anywhere else in the
world – possibly more important, actually.”

With little in the way of cat losses in some
three years, rates which hardened after the
terrorist attacks in 2001, have started to soften.

Mr. Taylor said, “Prior to Hurricane Charley,
in the three years since 9/11, there had been
next to nothing in the way of major catastrophe
losses. There had been European floods, but
there were no major events and no really large
risk losses.

“The rates went up dramatically after 9/11.
Companies reduced their underwriting limits,
particularly on the direct insurance side for large
commercial business. Line sizes were cut back
in some cases from $50 million to $5 million
immediately after the attacks as people’s appetite
for risk was reduced.

“But after three years of no major losses, many
on the direct insurance side have underwriting
limits back up to what they were prior to 9/11.
On the Fortune 1000 business there is much
more competition today”.

“The full value or primary market, i.e. the first
$25 million or first $50 million of a risk, has
surplus capacity again and you have probably
seen rate reductions in the last 12 months of
maybe 20-30 percent.

“Then there are the excess-of-loss insurance
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Bermuda will remain one of the predominant
property reinsurance markets for years to come,
Chairman, President and CEO of Montpelier Re,
Mr. Anthony Taylor told the Update in a recent
wide-ranging interview.

And he noted that the softening in rates for
global property lines was unlikely to be reversed
by the expected losses from Hurricane Charley,
alone.

Montpelier Re Holdings Ltd., through its
operating subsidiary Montpelier Reinsurance
Ltd., is a premier provider of global property
and casualty reinsurance and insurance products.

Mr. Taylor pointed out: “Bermuda is a very
large marketplace. We are writing all sorts of
classes of business, and Bermuda is the lead
market in a number of these classes - the ones
that tend to be high severity, low frequency.
That is the Bermuda Market.

 “The brokers are now here in a major way.
All of the major clients come to Bermuda now

Hurricane won’t raise rates

food companies, energy companies and
others will be in Bermuda for the event
September 7-10.

The risk managers for these firms are
responsible for buying a large part of the
insurance package required by these
companies. Also present will be brokers
and insurers from Latin America and
Bermuda.
   Speakers include the current President of
RIMS, as well as former presidents. All
speeches will be broadcast in English,
Spanish and Brazilian Portuguese.

Top executives
to arrive for ALARYS

Delegates to the ALARYS/IFRIMA insurance
conference, Viva BERMUDA 2004, at the
Fairmont Southampton Princess Hotel, will
include representatives from four of the top
five petroleum companies in Latin America
and the biggest telecommunications firms.
   Risk managers of these companies, together
with their counterparts from other top Latin
American companies, will discuss insurance
and risk management issues at the tri-lingual
meetings.
   The region’s biggest natural gas producer,
car and truck makers, pharmaceutical firms,
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BII Award changes
Bermuda’s leading insurance education institution, the Bermuda

Insurance Institute, is raising the bar in its year-long initiatives, and
ensuring its continued relevance in a changing world.

The Institute, which has been the chief provider of on-Island
insurance education for more than 30 years, will make significant
changes to its prestigious annual Awards program in which it honors
the Market Leader of the Year and Life-time Achievement Award.

BII President, Elspeth Brewin, disclosed that the change for the
awards is being made because of the increasing significance of the
Bermuda Market.

She said, “The Insurance Industry Awards selection committee met
and agreed upon a re-vamp of the Awards in line with the higher
profile of the Bermuda market in general. Nominations will now be
sought from all participants in the Bermuda market and a brochure
detailing the Awards criteria and nomination process will be available
by the end of September.”

Ms Brewin also said, “The BII has signed a Memorandum of
Understanding with the Chartered Insurance Institute which should
make it easier for those working in the Bermuda market to either
continue with their progress towards their ACII professional designation,
or indeed choose the CII route to qualification rather than the
currently more favored CPCU designation.

“At least the Institute is now able to offer the new CII examination
framework as an option and we would urge those interested in
finding out how much more flexible the CII qualifications have
become, to visit with the CII when they come to Bermuda in
September.

“The BII will advise the dates nearer the time. CII members in
Bermuda will be contacted directly by the CII.”

The Institute is now preparing for its September 16 student awards
luncheon at the Fairmont Hamilton Hotel Harbourview Ballroom.

New broker opens
RISC Bermuda is a newly established licensed insurance broker,

incorporated in Bermuda, specializing in the structuring and placement
of financial risk associated with large, diversified aircraft contract
portfolios.

RISC Bermuda is owned by RISC Ventures LLC, a holding company
set up by the management of The RISConsulting Group LLC
(RISConsulting), and is being capitalized by management and a
number of institutional investors.

RISC Bermuda will combine sophisticated modeling, world class
asset intelligence and management and state-of-the art structuring
expertise to develop capacity for the global aircraft finance market,
including airlines, manufacturers, leasing companies, institutional
investors and banks.

RISC Bermuda is being staffed and resourced to provide a
comprehensive service to providers of insurance and reinsurance risk
capacity, including underwriting support, transaction and portfolio
modeling and asset management.

Much of this service offering will be obtained from RISConsulting,
which has been active in the aircraft financial risk market since 1997
and has advised on 100 percent of aircraft portfolio risk transfer
transactions placed in the (re) insurance market to date (i.e., BAE
Systems, SAAB, Rolls-Royce).

RISC Bermuda will manage one or two soon-to-be-formed dedicated
aircraft risk insurance ventures which will assume and manage their
business using the expertise and resources of RISC Bermuda as well
as those provided by dedicated industry partners and company staff.

To support the capital being brought into these ventures by its
investors and management partners (e.g., professional leasing
companies), RISC Bermuda is seeking the support of reinsurance
markets for these companies either on a treaty or a facultative basis.

Bermuda rating affirmed
Bermuda continues to enjoy high financial ratings from international

rating agencies.
And recently, Fitch Ratings again gave the Island a financial “clean

bill of health”, praising key public sector policies that have maintained
Bermuda as a prestigious and dynamic jurisdiction for international
business.

The international ratings agency affirmed the Island’s long-term
foreign currency rating of ‘AA’ and the long-term local currency rating
of ‘AAA’. The country's short-term rating of F1+ was also affirmed.
The Rating Outlook is Stable.

Fitch noted: “High per capita income, consistent GDP and foreign
currency earnings growth, prudent fiscal policy, an established track
record of financial, and exchange rate stability, as well as a mature
domestic political system support Bermuda’s long-term foreign
currency rating of ‘AA’.

The greatest constraint on the rating is limited information about
the debt of foreign-owned entities residing in Bermuda, even though
these liabilities are highly unlikely to affect Bermuda’s public finances
or the domestic financial system.”

International credit ratings assess the capacity to meet foreign or
local currency commitments. Both foreign and local currency ratings
are internationally comparable assessments. The local currency
rating measures the probability of payment only within the sovereign
state's currency and jurisdiction.

Fitch said, “Prior to Hurricane Fabian, economic momentum was
picking up in Bermuda. In spite of the negative effect of Hurricane
Fabian in the last quarter of 2003, real economic growth reached
a better-than-expected 2.5%. The government estimates overall
damage from the storm reached between $160 million-$180 million,
most of which was covered by insurance. The hurricane damaged
residential and commercial buildings, overhead power, and
telecommunications lines, and infrastructure, as well as the beaches
and foliage. The hospitality sector, and to a lesser extent, the
agricultural sector, were the worst hit. In addition, the airport and
the causeway that connects the airport to the rest of Bermuda were
also severely damaged, but immediate reconstruction efforts limited
losses. Most of the reconstruction efforts are completed and lost
hotel capacity has been restored.

“The fiscal effect of Hurricane Fabian was minimal. While insurance
proceeds covered most of the costs associated with damage from
the storm, the government estimates it spent an additional $10
million (or about 0.25% of GDP) to cover uninsured costs. The
estimated total damage to the public sector's infrastructure, buildings,
and equipment was around $40 million.
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Bermuda reinsurers expect to pay out a
few hundred million of the estimated $7.4
billion in insured losses from Hurricane
Charley. Several announced some exposure
to the event.

PartnerRe Ltd. said that its claims are
expected to be between $35 million to $45
million.

PartnerRe President and CEO Patrick Thiele
said, “Our estimate is based on our
proprietary model’s estimate of industry
insured losses of approximately $6.5 to $8
billion, as well as a detailed treaty by treaty
analysis of both our Bermuda and US
operations.

“The level of our estimated claims is
consistent with the characteristics of our
diversified book of business, as well as with
the characteristics of the event itself, which
followed a narrow path over Cuba, through
Florida, and eventually into the Carolinas.”

The company continues to expect that,

Gombeys to beat drum at ASHRM
behind Bermuda night at ASHRM.

Vice President XL Insurance (Bermuda) Ltd,
Donald O. Meyer, said, “The underwriting of
healthcare business is not new to the Bermuda
Market. XL Insurance has been writing this
business since our inception in 1986.  With
$100M of stand-alone capacity, which we
provide to Hospital Professional Liability buyers
as well as Long-Term-Care buyers of insurance,
we are a leading local provider of creative
healthcare insurance solutions.  The Bermuda
Reception at ASHRM, apart from being a fun
occasion, will enable the Bermuda Healthcare
Markets to bring our message to the uninitiated
as well as highlight for those who already know
us just how significant a player Bermuda now
is in this arena.”

The ASHRM Conference is being held at the
Marriott World Center in Orlando October
18-20. The Bermuda reception will be held in
the Florida ballroom of the hotel on the evening
of Tuesday October 19.

Assistant Vice President, Healthcare Manager
of Allied World Assurance Company, Ltd.,
Kirsten Faria, said the event is designed to
allow buyers to network with Bermuda firms
that offer healthcare cover.

She said, “The dislocation in the US healthcare
market place, with withdrawals, capacity cut

backs, venue limitations, all combined to
create a gap in the marketplace that
Bermuda has been able to fill.  Established
markets and new entrants have all
contributed to the dynamism of the
Bermuda healthcare market.

“Brokers have also kept pace with the
industry appetite by augmenting their
healthcare specific expertise, an important
step in such a specialised line of business.
 Thus, the need for an expanded Bermuda
presence at the most significant industry
event was clear.

“In order to continue to promote Bermuda
as a legitimate long-term market choice,
carriers and brokers alike need to increase
our profile amongst the target clientele that
ASHRM draws. The reception is the perfect
method to do so.”

The companies comprising the Bermuda
Healthcare Markets include Allied World
Assurance Company, Ltd., Aon Group
(Bermuda) Limited, Endurance Specialty
Insurance, Ltd., JLT Risk Solutions
(Bermuda) Ltd., Marsh Global Broking
(Bermuda) Limited, Starr Excess Liability
Insurance International Ltd., Willis
(Bermuda) Limited and XL Insurance
(Bermuda) Limited.

The Bermuda Gombeys will be the center
piece for an evening of Bermuda
entertainment at the annual meeting of the
American Society for Healthcare Risk
Management (ASHRM) in Orlando this
October.

Premier Alex Scott will lead the Bermuda
delegation and deliver a short presentation
during the event, which is sponsored by the

Bermuda Insurance Market and a coalition
of Bermuda healthcare insurers.

Buyers of medical professional liability
insurance have seen their traditional sources
for cover disappear. Increasingly, they have
sought insurance from Bermuda companies.
Bermuda insurers are the driving force

Bermuda Gombeys

barring any unusually large loss events, it will
exceed its stated plan for 2004 of a minimum
of $6.90 in operating earnings per share, and
an operating return on equity of at least 17
percent.

Montpelier Re Holdings Ltd. said that on the
basis of available information the estimated net
negative impact of losses from Hurricane Charley
on the reinsurer's results for the third quarter
of 2004 is expected to be in the range of $48
million - $63 million.

Anthony Taylor, Chairman, President and Chief
Executive, cautioned that the company had
received only a very limited number of actual
loss advices from clients so soon after the event.
Accordingly the range was based on industry
loss estimates, output from industry and
proprietary models and a review of in-force
contracts. The actual impact of losses from the
hurricane on the company’s third quarter results
might therefore vary materially from the estimate.

XL Capital Ltd said based on initial loss reports

and preliminary information, it expects to
receive net claims of approximately $125
million as a result of the hurricane.

The majority of XL’s claims are expected
to come from its Bermuda-based reinsurance
unit. The financial impact of the hurricane
related claims will adversely affect XL’s third
quarter results but will not materially affect
the company’s overall financial condition.

ACE Limited said that preliminary estimates
indicate that total net losses for the entire
ACE Group of Companies resulting from the
impact of the category 4 hurricane will be
approximately $100 million pre-tax, which is
in line with previously stated guidance for
annual catastrophe-related losses.

Endurance Specialty Holdings Ltd. estimated
third quarter earnings, after-taxes, would be
negatively impacted by an estimated amount
ranging between $43 and $48 million.

AXIS Capital Holdings Limited said the

Reinsurers absorb hurricane losses

CONTINUED ON PAGE 5
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The President of ACE Risk
Management International,
Roger Gillett, presided over
a spirited discussion regarding
the thorny issues of fronting,
during a workshop at the
AIRMIC Conference in
Manchester, UK.

The Association of Insurance
and Risk Managers (AIRMIC)
is the UK's sole organization
dedicated to the wide-ranging
interests of all professionals
practicing or responsible for insurance and
risk management.  AIRMIC was founded in
1963 as the Association of Insurance Managers
in Industry and Commerce.

The workshop was entitled “Setting new

Sovereign
in record
debt issue

Sovereign Risk Insurance Ltd. entered its
eighth year of operations having accumulated
a political risk insurance (PRI) exposure
portfolio of $6 billion, spread over more than
75 emerging  markets.

During the past year, the company has
participated in several transactions that have
demonstrated the extent of the rebound in
investor appetite for emerging  markets. Some
of Sovereign’s transactions in Latin America
have been among its most notable.

Banco Bradesco, Brazil’s largest private sector
bank, routinely issues debt on the international
markets in order to boost its lending capacity.
Last year was Bradesco’s busiest year in the
international bond markets.

Bradesco had mandated Merrill Lynch to
structure a political risk insurance-wrapped
$300 million offering. Based on both the
strength of the bank’s fundamentals and the
additional security of the PRI policy from
Sovereign, investor interest in the issue
skyrocketed to $800 million. The issue was
ultimately closed at a level of $500 million of
10-year subordinated notes, issued pursuant
to Rule 144A/Regulation S, with Sovereign

covering up to 18 months of interest payments
on the bonds against the risks of currency
inconvertibility and non-transfer.

The transaction was the largest subordinated
debt issue ever launched by a Latin American
bank and was named Latin Finance Magazine’s
‘Insured Bond of the Year’.

“We are proud to have been an integral part of
this landmark transaction and pleased to have
been able to contribute to the strengthening of
the banking sector in a key emerging  economy
such as Brazil,” said Price Lowenstein, President
and CEO of Sovereign.

Mr. Jose Guilherme Lembi de Faria, Banco
Bradesco’s Managing Director, noted, “The
insurance coverage provided by Sovereign helped
Moody’s to rate the bonds Baa1, which is
considerably higher than the rating for Brazilian
government debt, and we are very pleased with
the outcome. These funds will be used to boost
our lending activities and to respond to anticipated
increase in demand for credit as the Brazilian
economy recovers.”

In another major Latin American deal, Sovereign
was also mandated by Tele Norte Leste
Participações S.A. (“TNL”), Brazil’s largest
telecommunications provider, as the PRI
underwriter for a $300 million capital markets
transaction. The $25.4 million PRI policy was
issued in support of TNL’s 10-year unsecured and
unsubordinated notes that were also issued
pursuant to Rule 144A/Regulation S. Sovereign
worked with EDC, Canada’s national export credit
agency on this transaction, and it marked the first
public agency reinsurance of a capital markets

transaction and the first time EDC had provided
PRI to a capital markets bond issue.

In the past year, Sovereign has also written
a number of policies covering expropriation
of funds, contract frustration, currency
inconvertibility, and aircraft non-repossession
in a number of emerging markets.

Sovereign is a specialist underwriting agency
formed for the sole purpose of underwriting
political risk insurance and reinsurance. The
company was formed in 1997 as a joint venture
between ACE Bermuda Insurance Ltd. and XL
Insurance (Bermuda) Ltd.

Sovereign’s formation immediately led to a
deeper, more competitive private PRI market,
a market that was better able to provide suitable
risk mitigation products to commercial and
investment banks. Sovereign also made it
possible for bilateral and multilateral agencies
to obtain stable, highly-rated long-term
reinsurance to help better balance their own
country risk portfolios. Sovereign’s clients
include most of the world’s leading commercial
 banks, investment banks, export credit agencies
and multilateral agencies.

“Responding to requests from our core clients,
we expanded our underwriting guidelines in
2003 to include non-payment risks on certain
sub-sovereign entities,” Mr. Lowenstein said.
“We have also lengthened the tenor of our
sovereign and sub-sovereign non-honouring
coverage from seven years to 10 years.

“As the risk mitigation needs of commercial
and investment banks change, the PRI market
must respond.”

standards for fronting”, and
revolved around the long
standing concerns over the
quality of fronting service
provided by the few
remaining insurers in the
game.
   Mr. Gillett and David
Hertzell of international
commercial law firm Davies
Arnold Cooper, sought a
consensus at the workshop,
which was attended

predominantly by risk managers with a small
number of brokers and insurers.

Participants saw financial security as an
important feature in a fronting insurer, but
delegates accepted that companies continued to

retreat from this service, many unsure that it
is a profitable enterprise. There were also
issues of capability.

Mr. Gillett said, “It was agreed that there
were a decreasing number of companies with
an international platform sufficient to enable
them to provide this service.  The names
mentioned were ACE, Zurich, Axa and AIG.

“There was a consensus that service levels
are poor to satisfactory as it relates to
documentation, cash movement and general
responsiveness.

“Considerable discussion took place
regarding claims handling with a strong feeling
that communication needs to improve, in
particular as it relates to reserve charges with
the overriding philosophy being that the

Captive fronting changes needed

Roger Gillett

CONTINUED ON PAGE 8
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Hurricane Charley.”
Meanwhile, Max Re said preliminary estimates

indicate that the hurricane will impact the
company’s 2004 third quarter earnings by six
to nine million dollars and White Mountains
estimated pre-tax losses on insurance and
reinsurance business of $45 million.

Arch Capital gave a preliminary loss of
between $24 million and $44 million, and
Everest Re which has underwriting operations
in Barbados and Bermuda, expected losses of
around $40 million.

Quanta Capital Holdings Ltd. a company that
provides specialty insurance, reinsurance, and

risk consulting services through its affiliated
companies, said that based on initial loss
information and modeling estimates, it expects
to incur net after tax losses of between $12
million and $18 million in the third quarter
of 2004.

Aspen Insurance Holdings Limited put initial
loss estimates resulting from Hurricane Charley
in the range of US$35 million to US$50 million
after reinsurance and tax.

Platinum Underwriters Holdings, Ltd. also
estimated that after-tax losses from Hurricane
Charley, net of reinstatement premiums, will
range from $20 million to $35 million.

estimated net after-tax impact relating to its
exposure to Hurricane Charley is expected
to be between $60-$80 million.

John Charman, AXIS Capital’s President
and CEO, commented, “Our estimate stems
from both our direct insurance business and
our reinsurance portfolio, with the latter
primarily incurred in our Global Reinsurance
segment. At this time, the majority of our
estimate for this segment is attributable to
catastrophe treaties, which we would expect
for an event with the characteristics of

Reinsurers absorb hurricane losses
CONTINUED FROM PAGE 3

Continuing a long trend of legislative
amendments to insurance laws, The Bermuda
Parliament will this fall consider the Insurance
Amendment Act 2004, which will further
empower the Bermuda Monetary Authority
(BMA).

The BMA supervises, regulates and inspects
financial institutions, including banks and
insurance companies.

The Authority recently held discussions with
the International Monetary Fund, and agreed
to improvements to the regulatory process.
The amendment to the Insurance Act 1978 will
be the latest.

The Authority worked closely with the Ministry
of Finance and the Attorney-General’s office
to draft a bill that will ensure that the Authority
can function effectively as an independent
regulator.

The Minister of Finance, the Hon. Paula Cox, JP
MP, has informed Parliament: “The proposed
amendments cover various aspects of the regulatory
framework including but not limited to the
following: provisions which will give further clarity
to the appointment and revocation of Auditors and
Loss Reserve Specialists; provisions which will give
the Authority a formal power to  issue codes of
conduct for the purpose of providing guidance as
to the duties, requirements and standards to be
complied with and the procedures and sound
principles to be observed by persons registered
under the Insurance Act, as well as approved
auditors, principal representatives and loss reserve
specialists; and, provisions which will explicitly
set out the obligations for approved auditors to
communicate certain matters to the Authority and
provisions which provide protection to such auditors
where they communicate information about an

Amending the Insurance Act insurer to the Authority in good faith.”
The Minister further stated: “…like regulators

in other jurisdictions with a substantial and
dynamic insurance sector, the Authority continues
to review and to develop its insurance supervisory
regime to ensure that it remains: effective;
appropriate for the scope and nature of the
industry in Bermuda; and, consistent with
evolving international standards.

“…this Bill is being tabled in an effort to
demonstrate and attest to the significant progress
being made to raise the bar and improve our
regulatory environment, while maintaining the
appropriate balance in terms of our commercial
efficacy.”

Among other things, the new laws will require
an insurer’s loss reserve specialist to be approved
by the BMA, under a prescribed set of guidelines,
which also lays out ways that permission can
be revoked.

One section of the bill will clarify the process
of appointing and removing auditors and set a
new standard for their independence.

Gross vs Net vs Net vs Share-
premiums Q2 premiums Q2 income Q2 holders'

written 2003 written 2003 2003 equity
$m $m $m    $m

ACE Ltd. 8,456 + 14% 6,105 + 14% 838 +  39% 9,220

Allied World Assurance Holdings Ltd. 982 + 17% 784 + 2% 159 +  23% 2,077

Arch Capital Group Ltd. 1,826 + 19% 1,561 + 17% 192 +  68% 2,038

Aspen Insurance Holdings Ltd. 1,021 + 23% 873 +  31% 166 +  155% 3,356

Endurance Specialty Holdings Ltd. 1,071 + 6% 1,068 +  5% 216 +  83% 1,731

Everest Re Group, Ltd. 2,310 + 12% 2,230 +  15% 390 +  91% 3,365

IPC Holdings, Ltd. 283 + 10% 162 +  10% 148 +  11% 1,994

Max Re Capital Ltd. 623 + 5% 533 +  1% 56 +  23% 826

Montpelier Re Holdings Ltd. 544 - 3% 480 - 8% 216 same 1,764

PartnerRe Ltd. 2,396 + 14% 2,364 +  14% 265 +  8% 2,714

Platinum Underwriters Holdings, Ltd. N/A n/a 632 +  22% 105 +  83% 1,138

RenaissanceRe Holdings Ltd. 1,107 + 23% 969 +  29% 287 - 14% 2,801

White Mountains Insurance Group, Ltd. N/A n/a 1,829 +  17% 264 +  42% 3,513

XL Capital Ltd 6,792 + 31% 5,757 +  42% 836 +  42% 7,077

 

2ND QUARTER
2004 Financial
Results
for selected
Bermuda insurance
entities
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Raising the bar
Like their counterparts around the world, Bermuda’s international

companies are making strenuous efforts to meet the new levels of compliance
mandated by legislation such as Sarbanes-Oxley (SarbOx) and by agencies
including the US Securities & Exchange Commission.

One key difference in Bermuda that what is being carried out is the
formalisation of practices that, although efficient and well thought-through,
were essentially informal in nature. Bermuda is a small community, and

for years much in the way of compliance was achieved
through personal contact in the business network.
Today, such systems are considered unreliable. So,
just as the broader business community has had to
do, the Bermudian insurance sector is analysing its
processes and documenting the standards and practices
that will officially meet or exceed the various
requirements to which the companies are subject.
“For a number of Bermuda companies, this is a huge

project,” said Jonathan Reiss, an audit partner at Ernst
& Young. “Compliance is currently a significant topic
at the Board level, which is a change from a time when
their focus was on matters more directly related to
business operations. Audit committees of the Board

of Directors are also finding that they have a great deal more to do.”
The greater attention being given to compliance is being felt at all

levels of Bermuda’s insurance companies. At board meetings this summer,
compliance was one of the most widely debated topics, in a forum where
underwriting is more usually the central agenda. Day to day, compliance
has traditionally been the preserve of chief financial officers; now chief
executive officers are finding themselves more involved.

Bermuda people tend to see cups as half full, rather than half-empty,
and many are looking on the positive side of the new levels of compliance.
XL Capital Ltd is completing the process of complying with the framework
for internal controls set forth in Section 404 of the Sarbanes-Oxley Act.
President and Chief Executive Officer Brian O’Hara is typical of Bermuda
senior executives: he sees an opportunity to make something positive out
of the large amount of work involved.

Mr. O’Hara was initially concerned about the effect that documenting
all the company’s processes and controls would have on cost and use of
management time. “But this is not optional, so you get your mind around
something that you have to do. Failure is not an option, (so) you might
as well use this work to improve your processes and controls and improve
the quality of how you run the operations. Turn a negative into a positive,
and just get it done.”

ACE Limited Chairman Brian Duperreault agrees. He uses an educational
analogy to describe the changing profile of compliance. “I remember that
when I took a course, and got an A, I thought I knew the subject,” he
said. “And then when I had to teach it, I found out how much more I
needed to know, and I think the same thing applies to compliance here.
It’s not that companies were not complying in the past; I think the level
of attention is just much, much higher.”

Mr. Reiss sees another advantage: “Some of the larger Bermuda companies
have grown through acquisition, and in the process have acquired companies
with different cultural values,” he said. “In the process of integrating, they
are finding that different companies sometimes do the same things in
different ways. Formalising the process to meet the new compliance
requirements is helping them to push their culture outward to other units.
It helps also with branding and standardisation. Companies, in essence,
have the opportunity to become more co-ordinated and efficient.”

6

Broker joins the market
Strategic Risk Solutions, insurance consultants and captive managers,

have formed SRS Access Ltd., a Bermuda brokerage operation headed
up by veteran broker David Holmes. He has been on the road meeting
market brokers and getting a very positive response.

Mr. Holmes said, “We’re talking with regional and national brokers
who have placed a lot of business in the Bermuda market and some
who never have. We know of regional brokers who have middle
market to large middle market accounts, and who’ve never considered
Bermuda because they haven’t had representation here.

“A softening market is an excellent time for the regional brokers to
expand through growth and acquisition as it is believed by many
industry experts that the smaller brokers will evolve over the next
three years into major
players who will
capitalize on the
opportunities that arise
when premiums are
falling.  SRS Access will
become part of their
team, allowing them to
access the Bermuda
market.

“We also have
connections with the
European and London
markets, as well,
through an agreement with an independent brokerage firm in London.
 In the first few weeks we bound eight accounts - a D&O policy and
seven property accounts. We’re now expanding on that.

“We’re likely going to do more unique things than other brokerage
firms on the Island, probably more structured deals that are more
related to what our parent company is doing.

“SRS have a lot of consultant capabilities. They do structured deals
with regional brokers.

“We’re likening ourselves to a boutique brokerage. But the advantage
to being independent is that we do not compete with these regional
brokers in their back yard. We don’t have any US offices. The SRS
offices in the US are for consulting and captive management, which
complement what they are already doing. We’re not competing for the
same clients. And we don’t intend to go into the retail broking side.”

Adds SRS Director, Richard Winchell, “The pipeline for new captive
business is the referrals from independent regional brokers in the US.
We have very strong relationships with regional brokers, many who
don’t have an in-house ART consulting arm. We provide those services
and in some cases they turn into captive business. SRS promotes
captives in Bermuda and in the US.

“That was the business model. But these regional brokers, who were
placing business in the Bermuda market, had concerns about their
Bermuda brokers becoming retail brokers in the US market and looking
for independent representation. So SRS Access Ltd. was born.”

Mr. Holmes pointed out the strong analytical nature of the SRS team.
The company is looking at unusual issues, such as providing revenue
protection policies and surety bond facilities.

The company will continue to do excess liability, professional liability,
property and punitive wraps, but will seek to provide services for
specialty products.

Richard Winchell and David Holmes of SRS

Jonathan Reiss














