
Local access to insurance expertise 
Through a dedicated regional team in Australia our clients and brokers can access a wealth  

of experience delivered from our network of offices worldwide. Our specialised teams and  

in-house resources include underwriters, risk engineers and account consultants. Based  

on strong technical knowledge our underwriting teams develop solutions that are tailored  

to meet a broad range of insurance requirements including Property, Liability, Professional, 

Construction, Marine Cargo, Product Contamination and Environmental insurance. To benefit 

from our global underwriting expertise and the breadth of our services, contact your local  

XL Insurance office.

www.xlinsurance.com
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By Michael Bradford

[PERTH, Australia]—As the global
financial crisis continues, so does the
debate over whether a failure of risk
management caused the meltdown
that has spread through world
economies, a panel of experts said.

“At some point, this is going to
make a very interesting study, and I
don’t know, at this stage, whether we
have an understanding of the warning
lights and behaviors” that led to the
crisis, said John Merkovsky,
New York-based global
leader of Marsh Inc.’s risk
consulting practice.

“Has risk management
failed to do its job?” Mr.
Merkovsky asked. “My initial
reaction has been, I don’t
think so. I think risk man-
agement has done what it
was supposed to have
done.”

Warnings unheeded
Mr. Merkovsky was part of a panel dis-
cussion at the Risk Management
Institution of Australasia’s conference
in Perth, Australia, that debated
Sunday whether risk management
played a role in the economic crisis.

“There was no shortage of risk
managers warning of the excess hold-
ings in certain types of assets by
Lehman Bros., Bear Stearns and oth-
ers,” said Mr. Merkovsky. “Those
warnings were out there.”

Though, ultimately, factors such
as compensation models and compe-
tition for market share were more
powerful than risk management, he
said.

There is still the question regard-
ing the financial crisis of, “How did we
get here?” Mr. Merkovsky said. 

Compensation risk
That question, when considered, may
point to shortcomings in the risk
management process, he said.

“Maybe risk management
should have identified that
compensation models for
senior executives were relat-
ed to the sustainability of the
business. And that’s an inter-
esting point because that is
not the way risk managers
think about risk.”

Risk managers in most
cases don’t narrow their

focus enough, said Mr. Merkovsky.
“Risk management has spent too

much time focusing on the latest
headline risks and risks in general,” he
said. “We haven’t focused enough on
our business models, on our own
operations and instead are reacting to
the latest threat and the latest head-
line.”

David Bidmead, Sydney, Austra-
lia-based chief executive officer of
Marsh’s Asia/Pacific region, said the
financial crisis has derailed the focus

Warnings ignored in drive for profit

Financial crisis
puts spotlight on
risk management

By Richard Miller

Australia may see slightly above-
average cyclone activity during the
current tropical storm season,
according to a forecast released this
month by the Benfield UCL Hazard
Research Centre at University
College London.

The forecast for the Australian
cyclone season, which runs from
Nov. 1 to April 30, 2009, predicts sto-
rm activity that is about 10% above
the recent norm, according to the
center’s Tropical Storm Risk service.

The projected increase means

there will be about five cyclones
making landfall along Australia’s
northeast coast, slightly above the
average of 4.5 from 1975 through
2007, said Adam Lea, a research sci-
entist at Tropical Storm Risk.

Hurricane strength
The overall number of cyclones in
the Australian region, including
those that don’t make landfall, will be
about 12, of which about half will be
of hurricane intensity, Mr. Lea said.

The reason for a slightly above-
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Lee Lin Chin of SBS officially opens the exhibition hall at the RMIA 2008 conference.
[Inset] Chinese dragon dancers took part in the opening ceremony.
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ROYLETT ELECTED
RMIA PRESIDENT
[PERTH, Australia]—Risk management
consultant Brian Roylett was elected
president of the Risk Management
Institution of Australasia at the
association’s annual general meeting
Sunday.

Mr. Roylett succeeds Grant
Whitehorn who has served as RMIA’s
president since February 2007.

Mr. Roylett, who is chair of RMIA’s
5th annual conference being held in
Perth Nov. 16 to 19, is principal of
Roylett Risk Management Pty. Ltd., 
a corporate governance, risk
management and insurance advisory
consultancy.

Previously he was national risk
manager for Insurance Australia Group
Ltd. He also has held chief executive
positions in the general insurance
industry in Malaysia and for captive
insurance companies in Singapore and
Labuan.

In addition to extensive experience
working overseas, Mr. Roylett was
appointed as Australia’s representative
at the Asia-Pacific Economic
Cooperation management forum held in
Osaka, Japan, in 1994.

Also at the meeting, Peter Napier,
from Ipswich City Council and a RMIA
director, was elected vice president of
the organization, and Peter Brass, a
RMIA director, was elected finance
director.

—Sarah Veysey

Newly-elected president 
of RMIA Brian Roylett.
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EVEN IN THE FACE OF FOUR TYPHOONS, THE FORECAST FOR AMI SEMICONDUCTOR WAS REMARKABLY

Insurance Evolved

A true story: In 2006, four typhoons pounded the
Philippines within weeks of each other. But thanks

to a recommendation from FM Global, AMI Semiconductor
(now ON Semiconductor) was practically unaffected. By
fastening simple roof reinforcements, it kept its facility running
while many others nearby were damaged beyond repair. And
customers the world over had orders filled as if the storms
had never happened. To read more true stories, visit

fmglobal.com/insuranceevolved
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Fines for workplace safety breaches in Australia may increase
By Michael Bradford

[CANBERRA, Australia]—Businesses
and corporate officers will face sig-
nificantly increased fines for breach-
ing workplace safety regulations if a
proposed model act that would har-
monize Australia’s occupational
health and safety laws is adopted.

A report by the federal Minister
for Employment and Workplace
Relations submitted earlier this
month to the Workplace Relations
Ministers’ Council defines who
would be responsible for a duty of
care to workers. It also outlines
penalties for companies and
employees who breach that duty.

A second report will be complet-
ed with further recommendations
by Jan. 30, 2009.

The recent report, “The National
Review into Model Occupational

Health and Safety Laws,” is one step
in the government’s move to harmo-
nize workplace safety laws among all
of Australia’s states and territories.

Australia has nine occupational
health and safety jurisdictions and a
multitude of laws relating to health
and safety in the workplace, the
report points out.

Duty of care
The report recommends that,
among others, those with a duty of
care include anyone with manage-
ment and control of workplace
areas, company officers, designers
and builders of plants, providers of
occupational health and safety serv-
ices.

“We propose that officers of an
organization should have a positive
duty to exercise due diligence to
ensure their organization complies

with its duties of care, having regard
to the officers’ responsibilities and
position,” the report states. 

“Currently, a breach of a duty of
care by an organization is usually
attributed to officers without any
positive duty placed on them. The
duty would make clear that the
officer must be proactive in taking
steps to ensure compliance by the
organization.”

Offenses under the act should
be criminal rather than civil, the
report proposes. The maximum
penalty that could be assessed
against an officer would be $600,000
Australian. Officers also could be
sentenced to up to five years in
prison, a penalty already on the
books in at least one jurisdiction.

Fines against corporations would
range up to $3 million Australian
under the proposed model act.

England's Keith Senior is tackled during the Rugby League World Cup semifinal between New
Zealand and England in Brisbane, Australia, Nov. 15, 2008. New Zealand won the match 32-22.

Supervisor warns against knee-jerk reaction to crisis

Guernsey regulator
backs IAIS’progress

By Stuart Collins

[LONDON]—International standards
to regulate complex financial groups
and to cover transparency and con-
flict of interest issues for intermedi-
aries are being developed by the
International Association of Insur-
ance Supervisors. 

The problems at American
International Group Inc. and the fail-
ure of major financial institutions,
such as Lehman Brothers Holdings
Inc., have given rise to calls to tighten
financial services regulation. But
Diane Colton, director of insurance at
Guernsey Financial Services Com-
mission said that she hopes that there
will not be a “knee-jerk” regulatory
reaction to the current financial crisis. 

The Guernsey regulator pointed
to the ongoing efforts of IAIS, an
international insurance standards
body, as the best way forward. 

Task force
The Financial Stability Forum, an
international group of major financial
authorities, is coordinating a task
force of international supervisory
associations—including the IAIS—to
look at the regulation of international
groups. The task force expects to pub-
lish a paper on the issue in January,
Ms. Colton said.

“I think that the IAIS response is
right, in that it will focus on the regu-
lation of international insurance
groups,” she said after a workshop
presentation at the Guernsey
Insurance Forum 2008.

While it is difficult to predict how
insurance supervision will change at

a national level, Guernsey already has
taken supervisory action in relation to
the crisis in financial markets, Ms.
Colton said. 

The domicile has acted in a
“handful” of cases to stop repatria-
tion of funds to parent companies by
several of the island’s captive insurers
and one captive was forced to cease
accepting premiums because of the
financial position of its parent, she
said.

Ms. Colton predicted that there
will be more supervisory colleges—
forums under which supervisors
cooperate—in response to the prob-
lems in financial markets, and that
stress testing will be high on regula-
tors’ agendas.

The IAIS is also set to examine
how insurers and brokers conduct
their business, said Ms. Colton, who is
a member of the IAIS Market
Conduct Committee. Among the
market conduct issues the
Committee will consider, are trans-

parency of broker remuneration,
contingent commissions and con-
flicts of interest, Ms. Colton said.

Initially, the committee will take
stock of existing IAIS guidelines and
standards with regards to market
conduct, and prioritize areas where
standards are needed, she added.

In October, the IAIS issued its
“Guidance Paper No. 3.6 on
Regulation and Supervision of
Captive Insurers,” which the
International Monetary Fund has
since agreed to use to benchmark
captive domicile regulation as part of
regular assessments, Ms. Colton said.

The guidelines, which follow on
from the IAIS Captive Issues Paper of
2006, explain where the regulatory
treatment of captives should differ
from that of commercial insurers,
said Ms. Colton, who chaired the
committee responsible for the guide-
lines. 

Guidelines
The guidelines, which were drafted in
cooperation with regulators from
both captive and non-captive domi-
ciles, give a definition of a captive,
guidelines on licensing and informa-
tion on how to distinguish between
risks carried by a captive insurer and a
commercial insurer. 

Ms. Colton said that the guide-
lines make the case for confidentiality
provisions to apply to captives, as it is
essential that some companies are
not forced to divulge information
such as coverage held.

The guidelines also call for the
regulation of captive managers, Ms.
Colton said.

GUERNSEY FINANCIAL SERVICES COMMISSION 

Diane Colton.

■ RISKS TACKLED
Whoever triumphs in the 13th Rugby League World Cup, the competition’s
organizers and other stakeholders have comprehensive insurance in place to
ensure that they too come out on top.

Coverage was placed by Melbourne, Australia-based OAMPS Insurance Brokers
Ltd., the official insurance brokers to the World Cup, and includes public liability
coverage for the event, personal accident insurance for the players, as well as
marine transit and professional indemnity coverage for the organizers, said Steve
van Leeuwen, branch manager at OAMPS, in an e-mail.

The insurance program is covered by a mix of Australian insurers and Lloyd’s
of London syndicates, Mr. Van Leeuwen added.

And as the competition gears up for its final next Saturday at the Suncorp
Stadium in Brisbane even the team mascots have been protected.

This includes insurance for the increasingly expensive outfits, which can cost
in excess of $25,000 Australian, and any liability caused if the people behind the
masks get injured, said OAMPS in a statement.

The trophy too has its own travel insurance policy, which enabled it to become
the celebrity guest at events around the world in the build up to the competition.

Without the coverage it would have had to be kept “under lock and key, rather
than allowing it to take center stage on a world tour,” said David Nissen, chief
executive officer of the Rugby League World Cup, in a statement.

—Ben Norris

Insurers should use their skills to act on climate change: Report
By Michael Bradford

[SYDNEY, Australia]–Insurers must use their
risk management skills to help reduce the
impact of climate change, an approach that
would benefit society as well as the
insurance market, a report by Zurich
Financial Services Australia Ltd. advises.

“As society’s risk managers, insurers are
paid $4 trillion ($6.2 trillion Australian) to
provide a buffer against losses due to risks,”

the report states.“The industry is now
presented with what appears to be one of
the biggest emerging risks to the future
global economy: climate change.”

The report,“Climate Change and the
Insurance Industry – no silver-bullet
solution,” includes a framework called the
Climate Risk Diamond. Developed by
Zurich Australia, a unit of Zurich,
Switzerland-based Zurich Financial Services
Group, and its adviser, Climate Risk Pty.

Ltd., the framework identifies five “levers”
for insurers to employ in responding to
climate change.
The levers call for insurers to:
■ Make efforts to reduce emissions that
cause climate change
■ Work with policyholders to avoid losses
related to climate change
■ Optimize their exposure by entering
emerging markets that need climate change
coverages

■ Look for new opportunities to provide
products and services
■ Develop staff training programs and new
products that address climate change

Zurich Australia recently began
automatically providing flood coverage for
its commercial customers and will
implement training to help brokers better
understand the risks that policyholders face
from changing weather, the insurer said in a
statement.

iSTOCKPHOTO.COM

The Australian Feberal Parliament building, Canberra, Australia.
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TREAD LIGHTLY.

Environmental liability insurance from ACE is important not only for your
business but for all your neighbors — no matter how small. Our dedicated
specialists can help you identify potential risks and offer a wide range of
traditional and internet-accessible coverage. Plus, our expert underwriting,
superior claims handling and value-added engineering services free
you to focus on the world’s possibilities, not its environmental liabilities.

Learn more at www.aceinsurance.com.au

MAKE PROGRESS.

Coverages underwritten by one or more of the ACE Group of Companies®. Not all coverages available in all jurisdictions.
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