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Abstract
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A STUDY OF THE BENEFIT FOR PRIVATELY- HELD COMPANIES CEOS 
FOLLOWING AN INITIAL PUBLIC OFFERING

Abstracts
This study examines changes in top executives’compensation of 
formerly privately held stock CEOs at the time of an initial public offering. 
The results show that CEOs’ benefits increase materially following an IPO. 
The results also find evidence that reduced ownership retention by managers 
increases agency costs.

Introduction

Agency theory focuses on the contract between two parties, which are the 
principal and the agent. The agent receives authority to govern the firm from the 
principal. Since these two parties have different utility functions, it is reasonable to 
believe that an agent will not always act in the best interest of the principal. Thus, 
contracts between the two parties that unreasonably favor the agent will be costly to 
owners (Beatty and Zajac, 1994; Jensen and Meckling, 1976; Tosi, Katz and Gomez- 
Mejia, 1997).

I
Much empirical literature supports the idea that senior executives tend to pursue 

strategies that increase their personal benefits at the expense of principals (Gomez-Mejia, 
Tosi, and Hinkin, 1987; Jensen and Meckling, 1976; Kroll, Wright, and Theerathom, 
1993; Wright, Ferris, Sarin and Awasthi, 1996). For example, managers may overinvest 
in non-value maximizing investments such as corporate acquisitions (Chung and Wright, 
1998; Chung, Wright, and Charoenwong, 1998). Furthermore, managers may make 
operating decisions that reduce their personal risk, although shareholders may prefer that 
riskier projects are pursued (Crutchley and Hansen, 1989). A number of researchers (Hill
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and Snell, 1989; Kroll, et al., 1993) state that managers prefer to increase firm size 
because this strategy will enhance their benefits and reduce risk for the top executives, 
even at the expense of the owners. Taking these facts together, top managers will likely 
not exercise the same diligence and exert as much effort as the owners would and will try 
to extract excessive pecuniary and non-pecuniary benefits from the owners.

According to Jensen and Murphy (1990), self-serving strategies of top managers 
can be pursued because the incentives of top executives are independent of their 
performance. Their study finds that corporate strategies that increase or decrease a 
firm’s market value by millions of dollars may only minimally affect the financial 
benefits of top executives.

Previous researchers (Fama and Jensen, 1983a, 1983b; Fields and Tirtiroglu, 
1991) argue that different organizational governance mechanisms can be effective in 
controlling agency problems. Effective control of the owner-manager conflict 
discourages senior managers from using resources to serve their self-interests. In stock 
companies, top executives are governed by traditional control or governance 
mechanisms. (O’Hara, 1981). i

Various reasons have been provided to explain why companies go public 
(Dannen, 1984; Fenske, 1985; Tillman III, 1985; and Pagano, Panetta, and Zingales, 
1998), such as greater access to capital, ease of merging and diversification, liquidity, 
improved image, and enhanced incentives to managers. Jensen and Meckling (1976) 
argue that making managers part owners of their firms will reduce agency problems. A 
public corporation can use incentive devices such as share options and share bonuses. 
However, Hetherington (1969) suggests that demutualization may be fostered by the self­
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interests of managers. Through demutualization, managers may be able to convert their 
de facto ownership, which results from the ineffectiveness of the mutual policyholder 
owner, into stock. The stock the managers come to control may represent a considerable 
fraction of the company’s net worth.

In this study, from a theoretical perspective, it is questioned whether there is 
evidence of agency problems at the time of company IPOs by examining whether top 
executives’ rewards increase materially following initial public offerings. These answers 
are both interesting and important since they are unexplored issues. Insight is gained as 
to how senior managers make resource allocation choices driven by their self-interests.

The remainder of this paper is organized as follows. In the next section, I 
present the literature on which my hypotheses are based. Then, I describe the sample and 
research methodology. Subsequently, I report the results of the study. Finally, I present 
discussion and conclusions.

Literature Review and the Development of Hypotheses
Fama and Jensen (1983b), Hansmann (1985), Mayers and Smith (1981, 1986, 1 

1988, 1994), and Smith (1986) study the costs and benefits of each organization form and 
the implications of agency theory to different kinds of ownership structure. They argue 
that the unique characteristic of stock companies is the separation of manager, owner and 
customer. This separation allows increased efficiency through specialization. Managerial 
talent can be selected without considerable thought about the wealth of the manager and 
how much risk the manager is willing to bear (Mayers and Smith, 1981; and Fama and

3

Jensen, 1983b).
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In publicly-held stock companies, top managers are subject to traditional control 
mechanisms. Three types of mechanisms that reduce agency problems are the presence 
of the market for corporate control, the managerial labor market, and the capital market.
A mechanism that constrains management discretion which Manne (1965) first calls the 
“market for corporate control” is in the form of proxy fights, tender offers, and takeover 
bids (Agrawal and Mandelker, 1987; and McNamara and Rhee, 1992).

Fama (1980) argues that the managerial labor market provides an effective control 
mechanism. Fama states that managerial labor markets truely reflect available 
information concerning the marginal productivity of managers. How well an executive 
operates the company will affect his/her reputation, which the market will use to value 
his/her human capital. This process which Fama called “settling up” provides discipline 
that makes managers reduce deviations from contracted behavior.

This settling up procedure makes the managerial labor market efficient. Hence, 
the owners can be confident that the managers will have the motivation to reflect high 
marginal value to the market and are unlikely to utilize their positions to gain personal 
rewards. Moreover, Kroll et al. (1993) suggests that junior managers will force senior I 

managers to achieve higher levels of performance because the market will also evaluate 
their productivity partly on the firm’s productivity. In conclusion, Fama and other 
researchers (Amihud, Kamin, and Romen, 1983; and Kroll and Johnson, 1986; Jensen 
and Smith, 2000) argue that managers will not abuse their positions to diverge from the 
goal of shareholder wealth maximization, as such action will count in the settling up 
process, thereby reducing the managers’ market value.
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The presence of capital markets ensures that stock insurers are monitored by 
institutional investors, other blockholders, and stock analysts. Capital markets can act as 
a force to control management. Managers try to satisfy shareholders’expectations. They 
try to reduce agency costs to receive good performance assessments of themselves and 
their companies in the capital markets (Fields and Tirtiroglu, 1991).

Incentive compensation devices such as stock options and restricted stock make 
the interests of top managers and shareholders congruent (Jensen and Meckling, 1976; 
Mayers, Shivdasani, and Smith, 1997). According to Jensen and Smith (2000), because 
the value of stock options increases with stock price variance, options motivate the 
manager to invest in riskier projects. Stock options also help manage the under-leverage 
problem, as managers increase leverage to increase equity volatility and thus the value of 
their options.

A private stock company has no stock traded on an established exchange 
and is owned by a limited number of shareholders who usually are the entrepreneurs or 
the founders, or their families. According to agency theory (Jensen and Meckling, 1976; 
Megginson, 1996; Wells, Cox, and Gaver, 1995), when the owner possesses 100 percent' 
of the company, he/she will be responsible for all the results of his/her performance. If 
the owners consume perquisites such as luxury offices, excessive staff, personal 
airplanes, big cars, or lengthy vacations, these costs are borne by the owner. However, 
when the owner sells a part of his/her firm to outside investors, he/she no longer bears the 
full cost of perquisite consumption. In the case of 100 percent ownership, the equity 
agency cost is zero. After an IPO, the original owner’s stake is reduced; partial 
ownership results in the manager’s greater consumption of perquisites. This occurs
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because the sole owner bears the entire cost of the decrease in firm value, while the 
partial owner bears only a portion of the cost of abusive behavior (Wells, Cox, and 
Gaver, 1995).

According to agency theory (see Jensen and Meckling, 1976), reduced ownership 
by managers increases agency costs. Empirical studies provide evidence supporting the 
notion that reduced ownership leads to higher agency costs. For example, Walkling and 
Long (1984) find that a target firm will be more likely to oppose an offer if the potential 
wealth of the firm's management is reduced. Mikkelson and Partch (1985) argue that 
when ownership concentration decreases, underlying firm share values fall. Agrawal and 
Mandelker (1987) report a positive relationship between the common stock holdings of 
managers and the changes in the variance of returns on the firm’s total assets and the 
changes in financial leverage. Morck, Shleifcr, and Vishny (1988) using Tobin’s q as a 
valuation measure, find that low managerial ownership is associated with low measures 
of corporate value. Oswald and Jahera (1991) examine the relationship between 
ownership structure and financial performance. They report higher excess returns for 
firms with greater inside ownership. Yennack (1996) argues that when officers and I 
directors have more ownership, firm market value is significantly higher, although this 
ownership variable has an ambiguous relationship with measures of accounting 
performance. Kroll, Wright, Toombs, and Leavell (1997) argue that acquisition 
announcements result in negative excess returns to shareholders for manager-controlled 
firms but positive excess returns for owner-manager controlled firms. Brush, Bromiley, 
and Hendrickx (2000) argue that firms that have large stock ownership by management 
mitigate the influence of free cash flow on a firm’s performance. Jain and Kini (1994)
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find a significant positive relationship between post-IPO operating performance and 
equity retention by managers. On the other hand, other researchers argue that the 
ownership retention of top managers is irrelevant (Fama and Jensen, 1983b; Mikkelson, 
Partch, and Shah, 1997).

Given these earlier findings, it is expected that when privately-held stock 
companies go public, their top executives will increase their salaries and bonuses at the 
expense of the shareholders.

Hypothesis 1
There will be significant increases found between pre- and post-IPO CEO salaries 
and bonuses for formerly privately-held stock companies.
Before an IPO, top executives of privately-held stock companies may not pay

themselves as much salary because they are responsible for the full cost of the reduction
in the value of the firm. According to Gilles (1999), top executives of privately-held
stock companies consider compensation as an expense rather than an investment.
However, if the top executives increase their compensation after an IPO, they will bear
only a portion of the full cost. Therefore, we expect top executives’ salaries and bonuses

/
for former privately-held stock companies to increase. If the results support this part of 
our hypothesis, we will have found evidence to support the idea that reduced ownership 
retention by managers increases agency costs in previously privately-held insurers.

Hypothesis 2
There will be significant increases found between pre- and post-IPO CEO total 
values of annual pay packages (including salary, bonus, options, stock 
appreciation rights and restricted stocks.
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If the results support Hypothesis 2, we will have found evidence to support the idea that 
top executives make the transition of firmร from private to public ownership to enhance 
their personal benefits.

Sample and Research Methodology
Sample

The sample consists of both a study group and the control group. The study group 
contains 30 privately-held stock companies that initiated IPOs during the years 1986- 
2000 that have verified IPO dates in 10K reports and have pre-IPO compensation data 
available. Information related to executive compensation is obtained from prospectuses 
and proxy statements. Details about sample firms are provided in Exhibit 1.

Insert Exhibit 1 here

Dependent Variables
/

Dependent variables consist of changes in CEO salaries and bonuses and changes 
in total values of annual pay packages. Total value of annual pay packages 
is the sum of salary, annual bonus, stock appreciation rights, restricted stock, stock 
options, and other compensation. With regard to options, I use the value of exercisable 
and unexercisable in-the-money options that each company provides in the proxy 
statements.

In order to measure the changes in each CEO’s salary and bonus, I calculate the 
percentage change from the year prior to the IPO to the IPO year and one year following,
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adjusted for inflation. In order to measure the changes in total values of annual pay 
packages, 1 calculate the percentage change from the year prior to the IPO to the IPO 
year and one year following, adjusted for inflation.

Measurement Procedure
Hypothesis 1 involves determining the relationship between changes in CEO 

salaries and bonuses for formerly privately-held stock companies.
Due to the limited number of former privately-held stock companies and the 

skewed underlying distribution of changes in compensation, I employ a nonparametric,
พ ilcoxon signed rank test as recommended by Flores (1989), after having excluded 
obvious outliers to detect whether the salaries and bonuses of top executives of formerly 
privately-held stock companies increase. The Wilcoxon signed rank test assumes that 
the observations are independent. This test is normally used under conditions where the 
underlying distribution is not normally distributed. Earlier studies by McNamara and 
Rhee (1992), Jain and Kini (1994) also use Wilcoxon signed rank test. Hypothesis 2 
involves making comparisons between the total value of compensation packages of the , 
top executives of formerly privately-held stock insurers for the year preceding the IPO 
with that of the IPO year and one year following.

The research methodology follows Kaplan (1989), Smith (1990), Muscarella and 
Vestsuypens (1990), Degeorge and Zeckhauser (1993), and Jain and Kini (1994). All use 
the median change in levels because the mean is particularly sensitive to outliers.

Results of the study
This portion of the paper presents the results of the tests of the stated hypotheses.
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Hypothesis 1
Hypothesis 1 proposes that there will be significant increases across the IPO event in 
CEO salaries and bonuses for formerly privately-held stock companies. The change in 
salaries and bonuses is measured relative to the pre-IPO year (year -1).

Changes in salaries and bonuses of top executives of formerly privately-held 
stock companies for the IPO year (year 0) and the post IPO year (yearl) are reported in 
Exhibits 2 and 3 respectively. The median change in salaries and bonuses for the IPO 
year and year 1 are 43.39 % and 59.99 % respectively. Both the increases are significant 
at the 0.01 level. The results appear to support Hypothesis 1 or the notion that the 
reduction in management ownership increases agency costs as described in Jensen and 
Meckling (1976).

i

Insert Exhibit 2 and 3 here

Hypothesis 2
Hypothesis 2 proposes that for formerly privately-held insurance company CEOs, the 
changes in total value of annual pay packages across initial public offerings will be 
significant. Changes in the total value of annual compensation packages of top 
executives of formerly privately-held stock insurers are reported in Exhibits 4 and 5.
The median change in total value of compensation packages for the IPO year and year 1 
are 128.96 % and 352.73 %, respectively. Both increases are significant at the 0.01 level. 
The results show that CEOs’ rewards of fonnerly privately-held stock companies
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increase very significantly following IPOs. The findings are supportive of Hypotheses 2 
that CEOs may make the transition from private to public ownership to increase their 
own rewards.

*

Insert Exhibit 4 and 5 here

Discussion and Conclusions
The managers of formerly privately-held stock companies represent the group 

whose ownership is reduced when their firmร go public. The results show that the total 
values of annual pay packages for this group significantly increase following IPOs and 
their salaries and bonuses significantly increase in the IPO year. This study supports the 
findings of other researchers (Jensen and Meckling, 1976; Walkling and Long, 1984; 
Mikkelson and Partch,1985; Morck, Shleifer, and Vishny, 1988) that reduced ownership 
retention by managers increases agency costs. As mentioned earlier, before IPOs, top i 

executives consider their compensation as expenses (Gilles, 1999). They have to select 
the level of both firm value and rewards that maximize their utility (Wells, Cox, and 
Gaver, 1995). When outside equity is issued, they increase their rewards at the expense 
of the new owners.

In conclusion, the results indicate that agency problems occur at the time of an 
IPO. We can conclude that one of the reasons senior managers decide to convert their 
companies is to boost their personal benefits. The results are consistent with the previous
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empirical studies that find that top executives tend to pursue strategies that increase their 
personal rewards (Gomez-Mejia, Tosi, and Hinkin, 1987; Hetherington,1969; Jensen and 
Meckling, 1976; Kroll, Wright, and Theerathom, 1993; and Wright et al., 1996).
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EXHIBIT 1

Formerly Privately-Held stock companies

N o . C o m p a n y

1 L ib e r ty  f in a n c ia l  c o s
2 F P IC
3 E S G  R E  L T D
4 V e s ta  I n s u ra n c e  G ro u p  Inc
5 H a r tfo rd  F in a n c ia l  S e rv ic e s
6 T ra v e le rs  A e tn a  P ro p e r ty
7 A lls ta te  C o rp
8 A C E  lim ite d
9 R e n a is s a n c e re  H o ld in g s  L td
10 L ife  R e  C o rp
11 M M I C o s  Inc
12 F irs t  A l l ia n c e  C o rp
13 P a u la  F in a n c ia l
14 C h a r tw e ll  R e  C o rp
15 R T W  Inc
16 P M A  C a p i ta l  C o rp
17 R ig h tc h o ic e  M a n a g e d  c a re  inc
18 E v e re s t  R e in s u ra n c e  H o ld in g s
19 O x fo rd  H e a l th  P la n s  Inc
2 0 E x e l L td
21 W e llc a re  M a n a g e m e n t  G ro u p  Inc
22 F B  L f in a n c ia l  G ro u p  Inc
23 A m e r ic a n  S a fe ty  In s u ra n c e
2 4 s ta n d a rd  M a n a g e m e n t  C o rp
25 T e rra  N o v a  B e rm u d a
2 6 L a s a lle  R e H o ld in g s  ltd
2 7 U n ite d  W is c o n s in  S e v ic e s
28 C N A  s u re ty  C o rp
2 9 T r ia d  G u a ra n ty  In c
3 0 P M I  g ro u p

100780
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EXHIBIT 2
Panel A
Change in Salaries and Bonuses for Formerly Privately Held Stock companies CEOs
For the IPO year __
N o . C o m p a n y S a la ry  a n d  B o n u s

Y e a r  -1 Y e a r  0
1 L ib e r ty  f in a n c ia l  c o s 9 7 9 ,5 0 0 1 ,1 1 4 ,7 8 6
2 F P IC 2 5 5 ,6 7 1 3 3 2 ,0 2 7
3 E S G  R E  L T D 2 8 3 ,7 1 0 5 2 6 ,5 7 5
4 V e s ta  In s u ra n c e  G ro u p  Inc 3 6 6 ,8 2 7 5 2 6 ,3 8 6
5 H a r tfo rd  F in a n c ia l  S e rv ic e s 8 2 5 ,0 0 0 1 ,1 7 1 ,9 6 2
6 T ra v e le rs  A e tn a  P r o p e r ty /C a s u a l ty  g ro u p 2 ,7 6 0 ,0 0 0 3 ,1 9 2 ,4 4 1
7 A lls ta te  C o rp 6 4 7 ,5 0 0 1 ,2 7 6 ,5 7 8
8 A C E  lim ite d 4 3 1 ,5 7 3 6 5 8 ,9 8 4
9 R e n a is s a n c e re  H o ld in g s  L td 3 9 3 ,7 5 0 4 6 8 ,7 5 0
10 L ife  R e  C o rp 1 8 0 ,0 0 0 5 3 1 ,7 5 2
11 M M I C o s  Inc 3 2 7 ,6 0 0 3 4 2 ,1 8 4
12 F irs t  A l l ia n c e  C o rp 5 4 ,1 7 0 7 3 ,4 3 3
13 P a u la  F in a n c ia l 2 7 5 ,0 0 0 4 7 4 ,0 9 6
14 C h a r tw e ll  R e  C o ip 4 5 4 ,6 7 5 6 6 4 ,0 8 6
15 R T W  Inc 5 9 4 ,4 3 1 6 0 5 ,9 1 6
16 P M A  C a p ita l  C o rp 1 ,0 7 4 ,1 1 5 1 ,2 3 0 ,3 1 5
17 R ig h tc h o ic e  M a n a g e d  c a re  inc 3 8 4 ,5 5 1 7 0 0 ,1 3 8
18 E v e re s t  R e in s u ra n c e  H o ld in g s 1 ,1 1 5 ,3 5 0 1 ,4 9 9 ,3 9 2
19 O x fo rd  H e a lth  P la n s  Inc 1 9 1 ,4 4 2 3 7 8 ,7 3 1
2 0 E x e l L td 5 7 5 ,0 0 0 6 5 3 ,7 9 1 /
21 W e llc a re  M a n a g e m e n t  G ro u p  Inc 1 6 7 ,5 0 5 2 5 5 ,6 1 8
2 2 F B  L f in a n c ia l  G ro u p  Inc 3 4 8 ,1 2 3 3 6 9 ,9 7 8
23 A m e r ic a n  S a fe ty  In s u ra n c e 3 6 7 ,4 8 5 3 8 6 ,3 0 4
2 4 s ta n d a rd  M a n a g e m e n t  C o rp 2 7 6 ,3 4 1 3 6 5 ,6 1 1
2 5 T e rra  N o v a  B e rm u d a 8 5 0 ,0 0 0 1 ,0 5 0 ,8 3 1
2 6 L a s a lle  R e H o ld in g s  ltd 3 5 2 ,9 2 1 1 ,0 2 4 ,3 3 2
2 7 U n ite d  W is c o n s in  S e v ic e s 3 3 7 ,5 7 0 4 4 4 ,8 8 5
2 8 C N A  s u re ty  C o ip 3 7 9 ,2 1 9 4 9 1 ,8 6 8
2 9 T ria d  G u a ra n ty  In c 2 2 3 ,6 3 5 2 7 6 ,5 1 2
3 0 P M I g ro u p 2 1 5 ,4 4 7 3 1 0 ,0 6 5

M e d ia n 3 6 7 ,1 5 6 5 2 6 ,4 8 0
M e d ia n  In c re a se 4 3 .3 9 %
M e a n 5 2 2 ,9 3 7 7 1 3 ,2 7 8
M e a n  In c re a se 3 6 .4 0 %

เอกสารนี้เป็นเอกสารที่สงวนไว้สำหรับการใช้งานเพื่อการศึกษาเท่านั้น ไม่อนุญาตให้นำไปใช้ประโยชน์ด้านการค้า 

ไม่ว่ากรณีใดๆ ทั้งสิ้น อีกท้ังห้ามมิให้ดัดแปลงเนื้อหา และต้องอ้างอิงถึงเจ้าของเอกสารทุกครั้งที่มีการนำไปใช้ 



Exhibit 2 
Panel B
Change in Salaries and Bonuses for Privately Held Stock Insurers CEOs 
For the IPO year____________________

Y e a r  -1 Y e a r  0
M e d ia n 3 6 7 ,1 5 6 5 2 6 .4 8 0
M e d ia n  C h a n g e  R e la t iv e  to  Y e a r  -1 4 3 . 3 9 %
T w o - ta i le d  W ilc o x o n  S ig n e d  R a n k  T e s t 0 .0 0 0
O b s e rv a t io n s 3 0 3 0
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EXHIBIT 3
Panel A
Change in Salaries and Bonuses for Formerly Privately Held Stock companies CEOs
for year 1 __________________________________________
N o . C o m p a n y S a la ry  a n d  B o n u s

Y e a r  - 1 Y e a r  1
1 L ib e r ty  f in a n c ia l  co s 9 7 9 ,5 0 0 1 ,3 7 5 ,4 8 1
2 F P IC 2 5 5 ,6 7 1 3 3 7 ,5 4 5
3 V e sta  In s u ra n c e  G ro u p  Inc 3 6 6 ,8 2 7 5 1 5 ,2 4 0
4 H a rtfo rd  F in a n c ia l  S e rv ic e s 8 2 5 ,0 0 0 1 ,7 1 3 ,5 4 1
5 tr a v e le rs  A e tn a  P ro p e r ty /C a s u a l ty  G ro u p 2 ,7 6 0 ,0 0 0 3 ,4 0 5 ,6 3 8
6 R e n a is s a n c e re  H o ld in g s  L td 3 9 3 ,7 5 0 8 5 9 ,1 1 6
7 L ife  R e C o ip 1 8 0 ,0 0 0 7 0 6 ,9 4 7
8 M.V1I C o s  Inc 3 2 7 ,6 0 0 5 3 7 ,2 4 7
9 F irs t A l l ia n c e  C o rp 5 4 ,1 7 0 7 3 ,3 8 5
10 P a u la  F in a n c ia l 2 7 5 ,0 0 0 5 8 6 ,8 9 5
11 C h a r tw e ll  R e  C o rp 4 5 4 ,6 7 5 7 9 9 ,9 4 6
12 R T W  Inc 5 9 4 ,4 3 1 5 9 9 ,9 1 2
13 P M A  C a p ita l  C o rp 1 ,0 7 4 ,1 1 5 1 ,2 0 3 ,8 3 1
14 R ig h tc h o ic e  M a n a g e d  c a re  inc 3 8 4 ,5 5 1 4 5 5 ,3 7 7
15 E v e re s t  R e in s u ra n c e  H o ld in g s 1 ,1 1 5 ,3 5 0 1 ,5 2 4 ,2 5 4
16 O x fo rd  H e a lth  P la n s  Inc 1 9 1 .4 4 2 4 1 8 ,8 3 6
17 E x e l L td 5 7 5 ,0 0 0 6 9 4 ,9 2 4
18 W e llc a re  M a n a g e m e n t  G ro u p  Inc 1 6 7 ,5 0 5 2 8 8 ,3 8 9
19 F B L f in a n c ia l  G ro u p  Inc 3 4 8 ,1 2 3 4 0 7 ,1 8 5
2 0 A m e r ic a n  S a fe ty  In s u ra n c e 3 6 7 ,4 8 5 3 7 5 ,7 2 2
21 s ta n d a rd  M a n a g e m e n t  C o rp 2 7 6 ,3 4 1 3 1 2 ,2 6 9
22 T e rra  N o v a  B e rm u d a 8 5 0 ,0 0 0 1 ,1 6 3 ,7 1 1
23 L a s a lle  R e  H o ld in g s  ltd 3 5 2 ,9 2 1 1 ,0 9 3 ,6 5 1
24 U n ite d  W is c o n s in  S e v ic e s 3 3 7 ,5 7 0 4 6 7 ,1 9 3
25 C N A  s u re ty  C o rp 3 7 9 ,2 1 9 6 0 1 ,9 1 5
2 6 T ria d  G u a ra n ty  Inc 2 2 3 ,6 3 5 2 3 9 ,0 2 4
2 7 PM 1 g ro u p 2 1 5 ,4 4 7 5 6 6 ,2 6 4

M e d ia n 3 6 6 ,8 2 7 5 8 6 ,8 9 5
M e d ia n  In c re a se 5 9 .9 9 %
M e a n 5 3 0 ,5 6 8 7 8 9 ,7 5 7
M e a n  In c re a s e 48.85%

เอกสารนี้เป็นเอกสารที่สงวนไว้สำหรับการใช้งานเพื่อการศึกษาเท่านั้น ไม่อนุญาตให้นำไปใช้ประโยชน์ด้านการค้า 

ไม่ว่ากรณีใดๆ ทั้งสิ้น อีกท้ังห้ามมิให้ดัดแปลงเนื้อหา และต้องอ้างอิงถึงเจ้าของเอกสารทุกครั้งที่มีการนำไปใช้ 
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Exhibit 3 
Panel B
Change ill Salaries and Bonuses for Privately Held Stock companies CEOs 
For tile Year 1

Y e a r  -1 Y e a r  1
M e d ia n 3 6 6 .8 2 7 5 8 6 ,8 9 5
M e d ia n  C h a n g e  R e la t iv e  to  Y e a r  -1 5 9 .9 9 %
T w o - ta i le d  W ilc o x o n  S ig n e d  R a n k  T e s t 0 .0 0 0
O b s e rv a t io n s 2 7 2 7

/

เอกสารนี้เป็นเอกสารที่สงวนไว้สำหรับการใช้งานเพื่อการศึกษาเท่านั้น ไม่อนุญาตให้นำไปใช้ประโยชน์ด้านการค้า 

ไม่ว่ากรณีใดๆ ทั้งสิ้น อีกท้ังห้ามมิให้ดัดแปลงเนื้อหา และต้องอ้างอิงถึงเจ้าของเอกสารทุกครั้งที่มีการนำไปใช้ 
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EXHIBIT 4

Change in Total Values of Annual Pay Packages fo r Formerly Privately-held stock 
Insurers fo r the IPO Year

Panel A

No. C om pany Tota l V a lues  o f A nnua l P ay P ackages

Y ear -1 Y ear 0

1 L iberty  financ ia l cos 1,023,868 6 ,551,050
2 FPIC 279,796 873 ,007

3 ESG RE LTD 318,205 561,024

4 Vesta Insurance  G roup Inc 394 ,163 1,346,157

5 H artfo rd  F inancia l S erv ices 846,956 18,582 ,173

6 Trave lers Ae tna  P roperty 3 ,887 ,292 15,541,509

7 A lls ta te  C orp 829 ,723 3 ,976,656

8 ACE lim ited 951,771 3,323,342

9 R ena issance re  H o ld ings Ltd 558 ,033 2 ,782,822

10 Life Re C orp 180,000 1,203,465

11 MMI C os Inc 615,002 520,213

12 First A lliance  Corp 115,911 113,134

13 Paula F inancia l 275 ,347 6 ,790,245

14 C hartw e ll Re Corp 579,176 903 ,505

15 RTW  Inc 666,214 695,209

16 PM A C ap ita l C orp 1,145,961 3 ,400 ,377

17 R igh tcho ice  M anaged care inc 536,339 836 ,972

18 Everest R e insurance  H old ings 14,458,668 1,728,641

19 O xford Health P lans Inc 191,442 378,731

20 พ e llcare  M anagem en t G roup  Inc 167,505 374 :555

21 F B L financ ia l G roup  Inc 372 ,785 877 ,347

22 A m erican  S a fe ty  Insurance 372 ,285 574 ,215

23 standard  M anagem en t Corp 284 ,833 817 ,315

24 Terra Nova Berm uda 950,000 1,484,168

25 Lasa lle  Re H o ld ings ltd 499 ,913 5 ,823,773

26 C N A su re ty  C orp 420 ,323 508,843

27 Triad G uaran ty  Inc 225 ,883 478 ,937

28 PMI group 264,699 1 ,343,029

M edian 460 ,118 1,053,485

M edian Increase 128.96%

Mean 1,163,411 3 ,051,497

M ean Increase 162.29%

เอกสารนี้เป็นเอกสารที่สงวนไว้สำหรับการใช้งานเพื่อการศึกษาเท่านั้น ไม่อนุญาตให้นำไปใช้ประโยชน์ด้านการค้า 

ไม่ว่ากรณีใดๆ ทั้งสิ้น อีกท้ังห้ามมิให้ดัดแปลงเนื้อหา และต้องอ้างอิงถึงเจ้าของเอกสารทุกครั้งที่มีการนำไปใช้ 
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Exhibit 4 
Panel B
Change in Total Values of Annual Pay Packages For Formerly Privately-held stock 
Insurers CEOs For the IPO Year

Y ear -1 Y ear 0

M edian 460 ,118 1 ,053,485

M edian C hange  R ela tive  to Y ear -1 128.96%

Tw o-ta iled  W ilcoxon  S igned R ank Test 0.000
O bserva tions 28 28

เอกสารนี้เป็นเอกสารที่สงวนไว้สำหรับการใช้งานเพื่อการศึกษาเท่านั้น ไม่อนุญาตให้นำไปใช้ประโยชน์ด้านการค้า 

ไม่ว่ากรณีใดๆ ทั้งสิ้น อีกท้ังห้ามมิให้ดัดแปลงเนื้อหา และต้องอ้างอิงถึงเจ้าของเอกสารทุกครั้งที่มีการนำไปใช้ 
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EXHIBIT 5
Panel A
Change in Total Values of Annual Pay Packages for Formerly Privatelv-held Stock
Insurers for Year 1
N o . C o m p a n y T o ta l  V a lu e s  o f  A n n u a l  P a y  P a c k a g e s

Y e a r  -1 Y e a r  1
1 L ib e r ty  f in a n c ia l  c o s 1 ,0 2 3 ,8 6 8 9 ,7 5 0 ,3 5 0
2 F P IC 2 7 9 ,7 9 6 2 ,9 6 1 ,6 6 9
3 V e s ta  I n s u ra n c e  G ro u p  Inc 3 9 4 ,1 6 3 1 3 ,6 7 1 ,5 2 8
4 H a r tfo rd  F in a n c ia l  S e rv ic e s 8 4 6 ,9 5 6 2 1 ,4 6 4 ,9 6 3

T ra v e le rs  A e tn a  P ro p e r ty 3 ,8 8 7 ,2 9 2 1 8 ,9 0 8 ,4 7 8
6 R e n a is s a n c e re  H o ld in g s  L td 5 5 8 ,0 3 3 9 ,7 2 1 ,2 5 2
7 L ife  R e C o rp 1 8 0 ,0 0 0 1 ,2 8 4 ,9 7 2
8 M M I C o s  Inc 6 1 5 ,0 0 2 1 ,1 7 0 ,3 5 6
9 F ir s t  A l l ia n c e  C o rp 115 ,9 1 1 111 ,0 8 1
10 P a u la  F in a n c ia l 2 7 5 ,3 4 7 6 0 8 ,8 2 9
11 C h a r tw e l l  R e  C o rp 5 7 9 ,1 7 6 1 ,9 0 5 ,9 4 7
12 R T W  Inc 6 6 6 ,2 1 4 6 4 5 ,5 0 9
13 P M A  C a p i ta l  C o rp 1 ,1 4 5 ,9 6 1 3 ,6 2 5 ,5 6 1
14 R ig h tc h o ic e  M a n a g e d  c a re  inc 5 3 6 ,3 3 9 5 6 1 ,5 8 4
15 E v e re s t  R e in s u ra n c e  H o ld in g s 1 4 ,4 5 8 ,6 6 8 2 ,5 1 1 ,7 5 8
16 O x fo rd  H e a lth  P la n s  Inc 1 9 1 ,4 4 2 1 1 ,2 0 2 ,8 5 3
17 E x e l L td 9 1 5 ,3 8 9 3 ,0 0 0 ,3 7 9
18 W e llc a re  M a n a g e m e n t  G ro u p  In c 1 6 7 ,5 0 5 3 0 3 ,5 3 6
19 F B  L  f in a n c ia l G ro u p  Inc 3 7 2 ,7 8 5 1 ,9 3 3 ,6 5 3
2 0 A m e r ic a n  S a fe ty  In s u ra n c e 3 7 2 ,2 8 5 4 0 8 ,6 6 3
21 s ta n d a rd  M a n a g e m e n t  C o rp 2 8 4 ,8 3 3 6 6 5 ,2 8 2
2 2 T e rra  N o v a  B e rm u d a 9 5 0 ,0 0 0 4 ,0 9 1 ,4 1 6
23 L a s a lle  R e H o ld in g s  ltd 4 9 9 ,9 1 3 1 2 ,3 9 1 ,0 8 6
2 4 U n ite d  W is c o n s in  S e v ic e s 4 2 0 9 8 3 1 1 3 4 7 5 7 .2 8 2
25 C N A  s u re ty  C o rp 4 2 0 ,3 2 3 7 9 3 ,3 4 9
2 6 T ria d  G u a ra n ty  In c 2 2 5 ,8 8 3 2 4 1 ,8 1 1
2 7 P M  I g ro u p 2 6 4 ,6 9 9 1 ,8 7 4 ,5 6 6

M e d ia n 4 2 0 ,9 8 3  1 ,9 0 5 ,9 4 7
M e d ia n  In c re a s e 3 5 2 .7 3 %
M e a n 1 ,1 3 5 ,1 3 9 4 ,7 0 1 ,6 7 4
M e a n  In c re a se 3 1 4 .1 9 %

เอกสารนี้เป็นเอกสารที่สงวนไว้สำหรับการใช้งานเพื่อการศึกษาเท่านั้น ไม่อนุญาตให้นำไปใช้ประโยชน์ด้านการค้า 

ไม่ว่ากรณีใดๆ ทั้งสิ้น อีกท้ังห้ามมิให้ดัดแปลงเนื้อหา และต้องอ้างอิงถึงเจ้าของเอกสารทุกครั้งที่มีการนำไปใช้ 
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Exhibit 5 
Panel B
Change in Total Values of Annual Pay Packages For Formerly Privately Held stock 
Insurers CEOs For Year 1

Y e a r  -1 Y e a r  1
M e d ia n 4 2 0 ,9 8 3 1 ,9 0 5 ,9 4 7
M e d ia n  C h a n g e  R e la t iv e  to  Y e a r  -1 3 5 2 .7 3 %
T w o - ta i le d  W ilc o x o n  S ig n e d  R a n k  T e s t 0 .0 0 0
O b s e rv a t io n s 2 7 2 7

เอกสารนี้เป็นเอกสารที่สงวนไว้สำหรับการใช้งานเพื่อการศึกษาเท่านั้น ไม่อนุญาตให้นำไปใช้ประโยชน์ด้านการค้า 

ไม่ว่ากรณีใดๆ ทั้งสิ้น อีกท้ังห้ามมิให้ดัดแปลงเนื้อหา และต้องอ้างอิงถึงเจ้าของเอกสารทุกครั้งที่มีการนำไปใช้ 




