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In addition, Guy Carpenter has committed to
the following:
■ When a client appoints Guy Carpenter as its
broker of record, we will disclose the compensa-
tion that we anticipate receiving for the services
rendered on the client’s behalf.
■ Prior to subsequent renewals, we will review
with our client Guy Carpenter’s expected com-
pensation based on standard commission rates.
■ We will continue to strive for consistency in
rates of brokerage to be earned by Guy Carpenter
within a layer and disclose any variation in rates
to all parties within that layer.
■ Brokerage for each reinsurance transaction will
be listed on the cover note for all treaty business.

Ultimately, this transparency encourages
healthy scrutiny that should result in better-
informed client decisions. Transparency and full
disclosure can only aid in quelling speculation
about our industry and restoring clients’ confi-
dence and trust in us.

Transparency is only part of the solution to the
erosion of confidence.

Rebuilding clients’
trust will also involve
providing reliable
products, working
toward more consis-
tent standards of
practice, and

responding appropriately to challenging ques-
tions about recent ratings downgrades and rein-
surer willingness to pay claims.

Another critical component is the further devel-
opment of standards that will guide our future
conduct. These are issues not only for intermedi-
aries, but also for the leaders of the major insur-
ance and reinsurance firms. This is not an
impossible task. Other economic sectors have
been thrust into self-evaluation, developed their
own standards of transparency and conduct, and
emerged. The episodes in the accounting and
mutual fund industries can be instructive as we
plot our own course.

Let these times remind us that we should be
proactive in running our businesses – our reputa-
tions and the future of our industry rest on our
ability to set a positive tone and maintain high
performance standards. Guy Carpenter is commit-
ted to doing its part to help move the industry for-
ward, and we welcome an open dialogue on these
issues as we look ahead to continued success.

I would rather be using this opportunity to discuss
more customary topics, such as year-end renewals
or the impact of the recent hurricanes on rates
and capacity. Given recent events, however, I feel
it is important to address the challenges to our
industry’s practices and ethics, and to share with
you my view of the road to the future.

Our industry is suffering from a crisis of confi-
dence stemming from ratings downgrades, claims
payment performance and, most recently, ques-
tions have been raised about long-standing
industry practices, regulatory issues, and ethical
standards. The collective reputation of our indus-
try has taken a blow as a result.

As most have heard, Marsh & McLennan (MMC)
companies are involved in an investigation by the
New York Attorney General. MMC is not the only
recipient of inquiries – a number of firms have
received similar requests for information. We should
take all allegations levelled against our industry very
seriously. We must be committed to getting all the
facts, uncovering any incidences of wrongdoing, and
addressing them prompt-
ly and appropriately.

Several insurance
brokers, including
Marsh, recently
announced several
significant reforms to
their business model
to ensure transparency and the highest profes-
sional and ethical standards. Among other impor-
tant developments, most have eliminated
contingent compensation agreements with insur-
ers and some have taken further steps to make all
revenue streams fully transparent to clients.

A similar approach is warranted in the reinsur-
ance arena. From recent events, one message is
loud and clear: Transparency is a key to continued
success – now more than ever.

At Guy Carpenter, we have chosen to disclose
to clients our varied forms of compensation,
including standard rates of brokerage for treaty
business, fee for services and our history with
contingent compensation agreements. In a disclo-
sure doctrine recently distributed to our clients,
Guy Carpenter outlined its commitment to fully
disclose compensation with respect to treaty rein-
surance. We expect to release a similar disclosure
doctrine regarding facultative reinsurance follow-
ing a review of the practices that now exist
around the world.

Transparency – a key to
continued success in the
reinsurance industry
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> We must be committed to getting all
the facts, uncovering any incidences of 
wrongdoing, and addressing them 
promptly and appropriately.
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