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U.S. P/C insurers
post higher profits

U.S. property/casualty insurers
reported $31.1 billion in net income
in 2009, a 260.3% increase from
the previous year, A.M. Best Co.
Inc. said in a special report. Best
said the insurers’ results were
driven by improved underwriting

results, recovery of the financial

markets and disciplined capital -

management. Boosting 2009
underwriting results were a quiet
hurricane season, significant
reserve releases, and a sizable
reduction in underwriting losses in
the mortgage and financial
guarantee segments, the rating
agency said. Net premiums written
declined for the third consecutive
year, the first time that has
occurred since Best has conducted
the survey. P/C insurers wrote
$419.3 billion in net premiums in
2009, a 5.9% decline from 2008,
Best said. The industry's combined
ratio improved to 101.2% in 2009
vs. 104% the prior year.
Policyholder surplus increased to
$519.3 billion at year-end, an 8.8%

increase from the previous year.

See NEWS IN BRIEF page 26
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During Monday's General Session, RIMS President Terry Fleming urged

attendees to 'sieze the opportunity to push ourselves forward.'

Time of opportunity
for risk managers

By RODD ZOLKOS

With 2010 marking the Risk & In-
surance Management Society Inc.'s
60th anniversary, it's a time to at
once look back at the organiza-
tion's history and ahead at a future
of opportunity for risk managers,
said RIMS President Terry Fleming.

In his remarks Monday morning
opening RIMS' annual conference,
Mr. Fleming noted that as the orga-
nization worked to spread the risk
management message a decade
ago, in many organizations, risk
management was still something
of a back-office profession.

"Ten years later, it couldn't be
more different," said Mr. Fleming,
director of the division of risk man-
agement for Montgomery County,
Md. With businesses, governments

u,£.4%)
RIMS CELEBRATES
=11
J 60TH ANNIVERSARY
OF THE SOCIETY / PAGE 3
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and others looking for answers to
how to cope with changing times
and new exposures, "There's never
been a better time to be in risk
management," he said.

"It's up to us to seize the opportu-
nity to push ourselves forward," Mr.
Fleming said, with RIMS supporting
risk managers in those efforts.

The RIMS president identified
five key objectives he said he's
committed to moving forward at
the organization.

The first is furthering efforts to
maintain RIMS' leadership in en-
terprise risk management. "It's one
thing to say the world is looking to
us for guidance, but then we'd bet-
ter have the right advice,"” Mr.
Fleming said.

See PRESIDENT page 18
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Awards honor

contributions

to profession

By MATT SCROGGINS

The Risk & Insurance Management
Society Inc. on Monday presented
its highest honor, the Harry and
Dorothy Goodell Award, to
Stephen M. Wilder, vp of risk man-
agement at Burbank, Calif.-based
The Walt Disney Co.

The Goodell Award is named for
RIMS' first president and is awarded
annually to an individual who has
advanced risk management as a dis-
cipline and has furthered the goals
of RIMS.
during Monday's General Session,
Mr. Wilder said: "This is truly an in-
credible moment for me, as I'm

In accepting the award

joining a who's who of risk man-
agement and insurance, the giants
before me who've won the Goodell
Award....
the best and the brightest in the in-

I've been surrounded by

dustry my whole career, and for
that | am truly grateful."

See AWARDS page 24

4

Stephen M. Wilder of Disney
received the Goodell Award.

HARRAH'S LOVEMAN
ON HARNESSING POWER
OF DATA / PAGE 4
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RIMS celebrates

six decades of

aiding members

By SALLY ROBERTS

llhe Risk & Insurance Management
Society Inc. is commemorating a
milestone at this year's annual con-
ference in Boston-its 60th an-
niversary.

Since its inception in 1950, RIMS
has provided networking, profs-
jional development and educational

bnte.s in risk management to

Whether it's lobbying Congress
for more effective policy, helping
to develop the ARM-E designation
for enterprise risk management in
the Associate in Risk Management
course, or offering risk manage-
rnent students an opportunity to
pursue careers in the field, RIMS

See 60TH page 20
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Executives from brokers, insurers
discuss contingent commissions

By SALLY ROBERTS
and JOANNE WOJCIK

Contingent commissions took
center stage at a broker and insur-
er executive panel Monday at the
Risk & Insurance Management So-
ciety Inc.'s annual conference.

Industry leaders also discussed
what might trigger a market turn.

Acknowledging the continued
controversy surrounding contin-
gent commissions, top executives
from both the brokerage and in-
surer sides of the business
weighed in on the issue.

"l don't think contingent com-

missions are the litmus test for

whether the broker has a conflict

of interest or not. All insurer carri-

er revenue streams...have the po-

tential of creating a conflict of

interest,” said Dan Glaser, chair-
man and CEO of New York-based
broker Marsh Inc. "Really, the
way we address conflicts of inter-
est is with full transparency and

disclosure; systems and controls
around the management of con-
flicts; and having an open dia-
logue with the client about the

potential conflicts."

"There's only one thing that

came out of the Spitzer-era that |
truly believe was appropriate and
is consistent with professional

dealings and that is 100% trans-

Executives from several large brokers spoke during a panel discussion

Monday at the RIMS conference.

parency," said J. Patrick Gallagher
Jr., chairman, president and CEO
of Arthur J. Gallagher & Co. in
Itasca, Ill. "We disclose...contin-
gents, we disclose supplementals,
and if you as a buyer do not want
us to participate in contingent or
supplemental (arrangements), we
make sure that your account is ex-
cluded from that. It's just that
simple," he said.

"You can get up and rail about
the evilness of contingent com-
missions, (but) the industry's been

doing this for over 100 years, and
it's not inappropriate, especially if
your client agrees" to it, Mr. Gal-
lagher said.

John Lumelleau, president and
CEO of Kansas City, Mo.-based
Lockton Cos., agreed that trans-
parency is key.

"It's never a bad idea for our
clients to know what we earn," he
said. "We don't look to hide it.

We look to share it, and whenever

See PANEL page 24

Ball State gets Spencer grant for loss prevention courses

By MATT SCROGGINS

The Spencer Educational Founda-
tion Inc. has awarded Ball State
University a $50,000 grant, funded
by FM Global, for the development
of loss prevention coursework for
students of risk management and
nsurance.

Ball State in Muncie, Ind., to-
gether with the university's Miller
College of Business and the College
of Architecture and Planning, will
use the grant to develop three
course modules focusing on the
role of loss prevention in lowering
the total cost of risk, Spencer said

in a statement.

FM Global, the operating name
of Factory Mutual Insurance Co., in
2008 contributed $525,000 to
Spencer-the largest gift in the
foundation’s history-including
$300,000 to help universities devel-
op loss prevention-related courses.
The contribution also funds annual
FM Global scholarships for stu-
dents in risk management and in-
surance. This year, FM Global
scholarships were awarded to
Nicholas Bauman of the University
of Wisconsin-Madison and Kali Di-
ethrich of Indiana State University,
Spencer said.

"FM Global's relationship with
the Spencer Foundation is a good
fit, with mutual benefits for both
organizations,” Brion Callori, se-
nior vp of engineering and research
at the Johnston, R.l.-based insurer,
said during a press conference at
the Risk & Insurance Management
Society Inc. conference. "The
$50,000 award to Ball State Univer-
sity will help promote loss preven-
tion and risk engineering," he said.

"We thank FM Global for its

generous support of risk manage-
ment education and look forward
to the resulting enrichment of the
discipline,” Donna L. Galer, chair-

woman of Spencer, said in the
statement. "These grants are an im-
portant aspect of loss prevention
advocacy and will enable Ball State
University to provide its students
with great educational value.”

Spencer in 2009 awarded more
than $188,000 in scholarships and
more than $150,000 in grants.

Meanwhile, the foundation ap-
pointed Roger L. Andrews, director
of risk management at E.D. Bullard
Co., as chairman of its board,
which also added as a director
Mark Butler of Liberty Mutual Mid-
dle Market, a unit of Liberty Mutu-
al Group Inc.

April 27, 2010\ 3
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Recovering from a major solar
storm could take years, contends
a space weather expert.

Solar storms

could create

big disruptions
By MARK A. HOFMANN

Major explosions emanating 93
million miles away have the poten-
tial to cause more than $1 trillion
in economic and societal costs here
on earth, according to a space
weather expert.

And total recovery from a geo-
magnetic, or solar storm caused by
a large solar flare, could take four to
10 years, John Kappenman, princi-
pal and owner of Duluth, Minn.-
based Storm Analysis Consultants,
said during a Monday session on
solar storms at the Risk & Insur-
ance Management Society Inc.'s
annual conference.

Solar storms, which result when
explosions in the sun's atmosphere
release a burst of electrically

See SUN page 24
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Harrall's CEO calls on companies
to improve use of customer data

By ROBERTO CENICEROS

Businesses collect vast amounts of
information, yet it's astonishing
how little of it they use to im-
prove customer experiences and
foster business, a keynote speaker
told the Risk & Insurance Man-
agement Society Inc. Monday.

Information gathered from
"countless places" about specific
consumers could be better ana-
lyzed to determine the customers'
value to a business and how that
value can be brought out, said
Gary Loveman, chairman, presi-
dent and CEO of Harrah's Enter-
tainment Inc.

"It's hard for me to imagine
that there is a better industry than
the insurance industry for the cul-
tivation of that idea,"” Mr. Love-
man told RIMS attendees.

Harrah's, for example, currently
is piloting "smart display" kiosks
in its casinos that are activated by
a computer chip implanted in a
hotel guest's room key. When the
guest walks by, an activated kiosk
greets them and inquires whether

they care to see entertainment op-
tions customized for them.

Customers, he said, will not re-
turn if they are gourmet diners
but are offered buffet options.

The customized options are
drawn from data collected by Har-

rah's, which has long used a cus-
tomer rewards program to gather
information about how its guests
spend their time on its properties.

Gaining a competitive edge by
tailoring customer offerings is crit-
ical, because Harrah's competitors
are locked in a casino-building
"arms race," yet capital must be
used efficiently.

"We believe in a world where

capital will be much more severely
constrained" and where the cost of

capital will be much higher than it

used to be, Mr. Loveman said.

Mr. Loveman said insurers
could do more to apply the cus-
tomer data they collect. He knows
that, he said, because as a former
business instructor he often
worked with insurers and urged
them to make better use of their
consumer data.

He drew a laugh from risk man-1
agers when he said, "although 1
am no longer as close to (insur-1
ance) as | used to be, there is still
some opportunity here."

Risk managers urged to demonstrate their value to CFOs

By ZACK PHILLIPS

Risk managers are more than mere-
ly insurance buyers but chief finan-
cial officers and other executives
often do not realize that, a panel of
experts said.

Speaking in a session called "Ex-
ceeding the Needs of Your CFO,"
three experts said risk managers
must learn to communicate more
effectively with executives about
what they do and why.

"For the most part, we have been
viewed as buyers of insurance, (or),
worst case, we're viewed as a cost
center," said Bruce S. Zaccanti,

4\ April 27, 2010

Chicago-based principal-financial
services at Ernst & Young L.L.P. "I
think we're a profit center."

Mr. Zaccanti said that risk man-
agers often focus only on protect-
ing the company's financial
position, not on how to improve it.

Mr. Zaccanti, a former risk man-
ager, said that he would submit a
white paper to management setting
out, among other things, the
impact of risk management deci-
sions on earnings per share, return
on investment and stakeholder eq-
uity.

"These are the things that we
need to start learning how to com-

municate and add to our vocabu-
lary when we talk to C-level execu-
tives, so there's a direct connection
between what we do and the mar-
ketplace," he said.

Chris Souther, Chicago-based
chief financial officer and execu-
tive vp at Bovis Lend Lease Inc.,
said he liked the white paper idea.
He said that what he most wants to
understand from risk managers is
the rationale behind their deci-
sions.

"If I've got this as a given and
you're proposing this as an alterna-
tive-why?" said Mr. Souther. "I'd
love to see options A, B, and C, but

| want to know why A is the one
you want to go with."

David S. Hershey, risk manager
at Sprague Energy Corp. and Lexa
International Corp. in Portsmouth,
N.H., said that when discussing in-
surance with executives, he fits all
discussion into three easily under-
stood topics: reserves, the cost of
risk transfer and overhead.

Mr. Zaccanti polled the audience
on how many felt they knew what

C-level executives wanted from

them and how many felt that exec-
utives understood what the risk

management department does. No
hands were raised.
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Climate change gives rise
to regulatory risks: Survey

By REGIS COCCIA

More than three-quarters of risk
managers polled are concerned
about regulatory risk arising from
climate change, according to a sur-
vey released Monday at the Risk &
Insurance Management Society
Inc. conference.

In a survey of more than 200 risk
managers across a variety of indus-
tries, nearly 79% of respondents in-
dicated that they believe their
organizations will have to address
regulatory risks imminently or in
the near term, within two to 10
yeais. Nearly 9% believe they will
face regulatory risk in more than
10 years, while almost 13% believe
they won't face the risk in any time
frame.

The survey was conducted by
Boston-based Ceres, a coalition of
investors, environmental groups
and other organizations that works

with businesses to address ststain-

ability challenges, including cli-
mate change. It was sponsofed by
Zurich Financial Services and the
Professional Risk Managers' Inter-
national Assn. Policyholders of
Zurich and PRMIA members com-
prised the survey audience.

"Zurich set up its climate office
in 2008 after discussions with our
customers, our employees and our
regulators," said Francis Bouchard,
Switzerland-based head of the
Zurich climate office. "A part of
helping our customers with climate
change is getting a handle on our
own dimate footprint. We've es-
tablished a target to reduce our car-
bon emissions by 10% by 2013,
and we're making progress toward
that goal.”

"Climate change and public
policies responding to cl mate
change are creating new risks, ' said
Lindene Patton, Zurich's Washing-

OFFICIAL SHOW DAILY NEWS | BUSINESS INSURANCE

Climate change litigation
is not a likely concern
for our company.

24.20/ this K&y FisK™

62.1%

. We attempt to spread
11 AO(/ this risk among our
'wev A insurance providers

bourti "Climale Cliange Risklierspective
ami Management: A Survey of Risk
Managers"

ton-based chief climate product of-
ficer. "Risk profiles are changing for
policyholders, and we need to bet-
ter define those risks to help ad-
dress them."

Asked what effect climate regula-
tion-such as cap-and-trade rules,
taxes or subsidies to reduce green-
house gas emissions-would have
on risk management, respondents
offered mixed answers. Nearly 31%
said their companies would have to
pay closer attention to climate
risks, while 26% said they would

have to change some products ii
response to increased liability or ti
take advantage of subsidies. Twen
ty-five percent said they woul,
change pricing to compensate fo
increased risk, and 22% were no
sure of the effect on risk manage
ment. About 16% said they wouli

assess their current insurance cov

erage, and almost 15% said regula
tion wouldn't affect them.

The Ceres survey divided climati
change risks into five areas:

Competitive: increased energf
prices for operations, change in de
mand for products or services, anc
physical impacts on customers.

Legal: risk of tort or civil liabili,
ty, fines or litigation.

Physical: reduced water sup,
plies, more variability in seasona,
weather, droughts, permafrost
melt, pandemic or other physicaj
threats to operations and/or suppl>]
chains.

Regulatory: domestic or inter-
national regulation of greenhouse
gas emissions.

Reputational. risk of negative
publicity regarding business prac-

tices.

O YEARS. -

10,000 MEMBERS.
1 ASSOCIATION.

RIMS membership offers the learning,

resources and connections you need to

build and enhance your risk strategy.

BMS CAT® specializes in the
restoration of global disasters
from fire and water damage
restoration to media recovery

and much more. Learn how

we can get your facility back

Disaster Restoration and More

in business efficiently and

cost-effectively. 800-433-2940 | www.bmscat.com
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Not a member? Join now for $75-

stop by RIMS booth #1431 to learn how!
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Q: What is your department's
biggest concern for 20107

Marley Drainville

MANAGER-RISK MANAGEMENT AND INSURANCE
THE DOME TOWER
CALGARY, ALBERTA

We want to make sure that our insurers can respond to our needs. Ratings
are still very important-we want to make sure our partners are in good
financial shape. While we have a responsibility to mitigate risk, they have a

responsibility to make sure they are liquid.

Normand Bourbonnais

VP-RISK AND PROPERTY MANAGEMENT
COMMONWEALTH PLYWOOD CO. LTD.
QUEBEC

Workers compensation. We have seen an uptick in both volume and
severity in workers comp claims, and we are currently working to address
the problem. It is difficult, because we have plants in both Canada and the
U.S., where it's particularly difficult due to the various state regulations. We

are looking into hiring a consultant and an investigator to help us manage it

better.

Dana E. Wasto

RISK MANAGER-RISK MANAGEMENT & INSURANCE
TRAVELPORT
ATLANTA

Costs. We are always concerned with getting the best coverage for the
best premium. Although the economy has improved, our budget is still
under some pressure, so we will continue to evaluate the coverage we have

in place and look for creative solutions.

Kimberly Guest

RISK MANAGER
METALDYNE

PLYMOUTH, MICH

One of our main objectives this year is implementing an ERM program. Our
company has just emerged from bankruptcy and we have a new owner, so
there are a lot of changes taking place. We have identified ERM as a critical
step in moving forward. We have begun rolling it out and are currently
working to get all the departments on board.

OFFICIAL SHOW DAILY NEWS BUSINESS INSURANCE
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[CONFERENCE HIGHLIGHTS]

Tuesday

Sessions

9 a.m.-10:30 a.m.

Workshops
9 a.m.-11:30 a.m.

Sessions

10:45 a.m.-12:15 p.m.

Exhibit Hall Lunch & Learn
12:30 p.m.-2:00 p.m.

Sessions

2:15 p.m.-3:45 p.m.

RIMS 60th Anniversary

Celebration

3:45 p.m.-5:00 p.m.
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Mike Brewer is the president of Lockton Benefit Group, a unit of
Lockton Cos. L.L.C. in Kansas City, Mo. In a recent interview
with Business Insurance, Mr. Brewer discussed the potential
implkations of the new federal health care reform law for risk

management issues.

Health reform may hit med mal

Q: What are the key risk
management issues
stemming from the

health care reform law?

Tn my judgment, the obvious
lones would be workers comp
and malpractice insurance. As it
relates to those two lines of cov-
erage, which are going to be
some of the primary things that
would affected by health reform,
it's real early in the game to say
anything definitive about what
that's going to look like. 1 don't
think it's going to make any dif-
ference in the next five years. It's
three years before the exchanges
go up and some of the more sig-
nificant impacts of that legisla-
tion are actually effective, and it
will take several years after that

to start seeing some momentum
and direction.

aboutlrom

[ BOSTON FACTS ]

Q: What implications are

seen for workers com-

pensation?

Tf you look at long-term effects
lon workers comp, that is yet to
be determined. If populations
start shifting into the exchanges,
does that diminish workplace
health? We don't know the an-
swer to that. But the people that
are most likely to be placing their
employees into the exchanges
are probably not doing aggressive
wellness initiatives today any-
way....One of the things (the
law) allows for is increased ac-
tivity around employee well-
ness, improving the overall
health of employees. If what we
think is going to happen hap-
pens there, a healthier popula-
tion is going to create less
workers comp exposure.

8 ostan s oot without hurrcang Sxpasurs, The

area tore between Boston and Plymouth in August

1635, killing nearly 50. The city was largely spared

damage from the Great New England Hurricane of

1938, a Category 5 storm that caused more than

$400 million in damage throughout New England.

But Hurricane Carol in 1954 did cause damage in
Boston, toppling the spire of Old North Church.

12\ April 27, 2010

Q: What about medical

malpractice?

Tf you look at the text of the
11aw, there is a light brush at
tort reform. | don't think any-
body believes that's going to be a
serious initiative. Further down
the road, the probability if you
start dumping a bunch of unin-
sured people into the system, its
going to create a lot of stress
around the delivery system,
which suggests that there might
be higher incidents of mistakes
just because the provider com-
munity is going to be so busy ad-
dressing the needs of an

increased with

population
stressed resources. On the other
side of that, if you had more in-
sured people, you'd have less
people getting their primary care
at the emergency room, and that
could reduce related daims.

—~—=

Parts of Boston were hit
bv the Great New England '
..*Irricane of 1938.
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Labeling your risks and managing them

are two different things.

In today's economy, risks are everywhere you look-from the factory floor,

to the boardroom to balance sheets. At Travelers, we evaluate your exposures

and claim trends. Then, we design a dynamic program tailored to your company's

unique needs, which can mean lower loss costs. For flexible product and service

solutions in-synch with your business, contact your agent or broker. Together, .
we can break your warning sign addiction.

Financial Strength Ratings: A+ by A.M. Best/AA- by Standard & Poor's.
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Freedom Trail

-1- A-,0 N Boston Common Visitor Center,
148 Tremont St.
'iIFJRMALON. www.thefreedomtrail.org

« _:15 Guided tours depart from Boston
Common Visitor Center daily at 11 a.m., 12 pm
and 1 p.m. Specialty tours are available.

«n $13
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ostorbes aliwaysHeen

all, this is
American Revolution began.
History lovers can walk along
the city's famous Freedom
Trail. The 2.5 mile red brick
path tells parts of the story
of American independence
and features 16 historic
landmarks, including the site
of the Boston Massacre and
the Old North Church or
Trinity Church, where the
signal was given to launch
Paul Revere's ride in 1775
warning of the British in-
vasion. Guided tours feature
costumed colonial actors and
begin at the Freedom Trail
Foundation's booth at the
Boston Common Visitor
Center. Visitors may also get
a map and explore solo.

Institute of
Contemporary Art

LOCATION: 100 Northern Ave.
INFORMATION: www.icaboston.org

HOURS: Thursday-Friday, 10 a.m. to
9 p.m.; Tuesday-Wednesday and
Saturday-Sunday, 10 a.m. to 5 pm
Closed Monday

PRICE: $15
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MORE ONLINE: For RIMS conference coverage and videos as well as links to Boston tourism,

and dining Web sites, visit www.businessinsurance.com/RIMS2010.

Get the Information You Need for Less!

All the data and information you need from the source you trust - including Business
Insurance’s mogt popular rankings and directories - in one place, for one low price.

Subscribe to B/'s new online Research Center and get one year of unlimited access to premium

online content:

o All exclusive 8/ rankings and directories
o Downloadable spreadsheets or PDFs

All of this ..

just $299 for more than $2.000 worth of data if purchased individually.

Print, digital and online subscription packages also available.

0 Contact info for buyers and suppliers
0 Discounts on B/ Research Reports

- and more ... for less than the cost of many of our individual directory spreadsheets

To learn more, and subscribe today, visit Businessinsurance.com/research

14 1 April 27, 2010



‘ve streamlined the process
lirly obvious, ff's unique in ‘rhe

Depth in Leadership. Trusted Partnerships

7,;;‘(\\ IRO

NSHORE

your safe barboure

the. rﬁfcnrmon confained herein i for fﬁ‘brmarmufpwmses enly and does nof conshiure oin offer fo selt er soliciioton fo purchase. Coveroga i subjecr fo undenwiling and achunt policy language. Net ol
cowrages o avaiobie in ol sfofes. Risks plooed with @ surplus fnes nsurer must be ploced in acoordonce with inciadiuol sfole surplus ines and olher oppicable lows and moy only be ablaingd thiough duly

loensed supls fines baskers, Surpius lines insurees do not genemily participote in slate guaraniy funds and nsuneds ok not protecied by such funds.



RIMS 2010 BOSTON

BY THE NUMBERS: TPAS

LARGEST WORKERS COMFENSATION TPAS

Ranked by workers compensation daims paid in 2009

Company Claims paid
Sedgwick Claims Management Services Inc. $3,882,247,281
Gallagher Bassett Services Inc. $3,540,000,000
Specialty Risk Services L.L.C. $1,914,000,000
Broadspire Services Inc., a Crawford Co. $1,600,000,000
TRISTAR Risk Management $687,000,000
Cannon Cochran Management Services Inc. dba CCMSI $675,000,000
Helmsman Management Services L.L.C. $537,865,000
Avizent $453,358,346
Pinnacle Risk Management Services $450,000,000
Underwriters Safety & Claims Inc. $386.000.000

Source: Bisurvey
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TYPE OF CLAIMS ADMINISTERED

Type of claims handled by all companies listed in the directory

Workers Employee
compensation only benefits
1.9% 3

28.9%

Property 1 Employee

casualty befefits and
17.3% property/

casualty

Source: Bi survey

THESE CHARTS were derived from information submitted to Business Insumnce for our various directories. All Business

Insumnce directories and rankings are available from our online Resource Center, which also features white papers on a variety
of topics. For more information, visit www.businessinsurance.com/research.

Do you know your
loss costs resulting
from Limited English
SpeakinP Employees

a

or Claimants??

COMPREHENSIVE SERVICES

» Telephonic Interpretation

+ On-site Interpretation

- Document Translation

« Transportation

Come talk with
Michael A. Cirillo
President & CEO of 3i

RI MS - Booth 1466

or visit www.3icorp.com 1:3¥337
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The child is fine.

It was the hospital’s future that was iffy.

Insurance costs rose tenfold—for the hospital. See how this medical drama resolves: Milliman.com/hospital, u M | I I iman
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CONTINUED FROM PAGE 1

Next is continuing to advocate for risk
management-related legislation and regu-
lation. “RIMS is becoming well known to
Congress as the voice of the commercial
insurance consumer,” Mr. Fleming said.

Mr. Fleming said his third objective is
continuing to develop RIMS’ international
strategy. He noted that RIMS' international
committee is developing a strategy to help
U.S. companies with international busi-
ness, and to assist those areas of the world

in need of risk management education.

His fourth objective is supporting
RIMS’ efforts to continue to encourage
students to enter risk management ca-
reers. “For students engaged in risk man-
agement study, we are providing free
RIMS membership, including access to
our job bank,” Mr. Fleming said.

Finally, he said he wants to encourage
more peer-to-peer beachmarking and in-
formation sharirg across the RIMS mem-
bership. “As RIMS members, we're really
well positioned to put best practices into,
well, practice,” the RIMS president said.

Mr. Fleming said information he

President: Time of opportunity

gained by networking with fellow RIMS
members helped him save his emplcye:
$1 million last year on insurance for a
courthouse construction project. “There’s
always someone there who can hLelp
you,” he said. “You just have to make
that connection.”

In her remarks Monday morning, Mary
Roth, RIMS executive director, said the so-
ciety’s success “begins at the chapter level.”

Ms. Roth noted that the organization
had 23 local chapters in 1960, 64 when
she joined RIMS in 1985 and today has 80
worldwide. “We're growing and wa're
strong,” she said.

The RIMS executive director also
stressed RIMS' efforts to bring new risk
managers into the profession. As part of
those efforts, more than 750 students have
benefited from RIMS student involvement
program, she said. Meanwhile, since the
Spencer Educational Foundation Inc. was
started in 1979, it has awarded $4 million
in scholarships and $2 million in grants.

Even as the world has changsd, four
words—information, education, network- |
ing and advocacy—"have always reflected .
what RIMS stands for,” Ms. Roth said.
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RISK MANAGEMENT SUMMIT

NEW YORK CITY - MARCH 8-9, 2011

presented by

Business Insurance

For more information, contact Becky Briggs
at rbriggs@BusinessInsurance.com.
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» 32 GB memory

o Wi-Fi

¢ 9.7 inch Hi-Res Screen
s iWorks

« Photos / Videos

| Take advantage of our RIMS special subscription offer:
FREE 6 WEEK TRIAL SUBSCRIPTION to BI
plus a FREE Flash drive.

{while supplies last)
To enter, drop off your business card at Booth #1123

No purchase necessary. The drawing will be heid on 04/28/10 a$ 12 PM,
The winners will be announced at this time.

Business Insurance

www.Businessinsurance.com
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Arch is well positioned to navigate -
and succeed in these market conditions.

Guided by a powerful business compass, Arch has grown strategically to emerge as a leading provider of risk
management solutions. Our disciplined underwriting and investing principles have driven the solid results we've
achieved and that puts us in a strong position to respond to your market needs.

Disciplined Underwriting Disciplined Investing

= Broad product offerings—in both Primary and % Sound, responsible investment practices
Specialty business, with strong capacity 5t Active capital management

% Careful risk assessment approach %+ Strong balance sheet

%+ Robust regional platform throughout the U.S.
%t Industry-leading underwriting talent

Call us for innovative approaches to your National Accounts Casualty, Executive Assurance,
Excess Workers' Comp, and Global Property needs.

A.M. Best: “A” Standard & Poor’s: “A”

PROPERTY, CASUALTY & SPECIALTY PRODUCT SOLUTIONS

Strong and reliable coverage in a difficult insurance marketplace.
Contact your local broker or one of our regional offices today.

2
FRESH. THINKING. < ATch
Insurance Group

ALTERNATIVE MARKETS | AVIATION | CASUALTY | CONSTRUCTION | ENERGY | ENVIRONMENTAL | EXCESS WORKERS’ COMP | EXECUTIVE ASSURANCE
HEALTHCARE | LENDER PRODUCTS | NATIONAL ACCOUNTS CASUALTY | PROFESSIONAL LIABILITY | PROGRAMS | PROPERTY | SURETY | TRAVEL & ACCIDENT

.
www.archinsurance.com
Insurance coverage is underwritten by one or more member companies of Arch Insurance Group in North America. Exscutlve offices are located at One Liberty Plaza In New York City 10006. Not all insurance coverages or products are
inall ge is subject to actual policy This foruse by Arch P NAIC # 11150) had admitted assets of $1.8
billion, total liabilities of $1.2 billion and surplus to policyholders of $637.9 million, as shown in the Annual summmneums:. 2009. Arch i NAIC #21199) had admitted
assets of $418.1 million, total liabilities of $103.1 million and surplus to policyholders of $315.0 million, as shown In the Annual St ended 31, 2009. Arch E) &Surplul

(a
NAIC # 109486) had admitted assets of $28.6 million, total liabilities of $1.6 million and surplus to policyholders of $27.0 million, as shown in the Annual St ended 31, 2009. 2010 Arch Group Inc.
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60th: Celebrating the past,
RIMS poised for the future

Continued from page 1

has evolved during the past six
decades to become the pre-eminent
organization for risk managers.

RIMS represents more than 3,500
industrial, service, nonprofit, chari-
table and governmental entities
and more than 10,000 risk man-
agement professionals-85% of
whom work for Fortune 500 com-
panies, said Terry Fleming, RIMS
president.

Aside from the United States;
RIMS also has chapters in Canada,
Japan and Mexico, he said.

It's a far cry from the associa-
tion's beginning 60 years ago. But
to really understand the origins of
the society, one must look back to
the New York-based Risk Research

Institute, which a group of insur-
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ance buyers formed in the 19304
explained Mr. Fleming, who is di-
rector of the Montgomery County
division of risk management in
Rockville, Md.

The Risk Research Institute
"managed to achieve quite a bit of
legislative success" in the 19305
and 1940s, Mr. Fleming said, not-
ing that by 1947 there were 185
members addressing such issues as
workers compensation, multiple
lines, auto, fidelity, inland marine,
property damage and employee
benefits.

But by 1950, it became clear that
the scope of the organization need-
ed to expand, so the National Insur-
ance Buyers Assn. was incorporated
as a nonprofit organization on Nov.
21, 1950. Harry Goodell was elected
its first president.

OFFICIAL SHOW DAILY NEWS | BUSINESS INSURANCE

Among the NIBA's initial goals
was fostering a close relationship
among insurance buyers; making
known the insurance needs of busi-
ness and industry; wcrking to se-
cure simpler, more adequate policy
forms; and supplying members
with information dealing with in-
surance and loss prevention.

From 1952 to 1955 NIBA grew
from 400 members and nine chap-
ters to 700 members and 12 chap-
ters, Mr. Fleming said. It was in
1955 that NIBA chansed its name
to the American Society of Insur-
ance Management Inc.

The 1960s ushered in a focus on
educational initiatives and govern-
mental affairs at ASIM which held
its first national conference in New
Orleans in 1963 and had roughly
400 attendees, Mr. Fleming said.

ASIM, which changed its name
in 1975 to the Risk Sl Insurance

Management Society Inc., worked

*114./1/

on developing and defining risk
management as a concept and dis-
cipline in the 1970s, Mr. Fleming

said.

"The 1980s saw RIMS break ne*

ground again, this time asserting it,
self as the voice of the commercial
risk manager and expanding its in-
temational influence by co-spon{
soring the first International Risk
Management Conference in Monte
Carlo," Mr. Fleming said. 1

In the 19905, RIMS launched
www.rims.04, established th,
Canadian Risk Management Coun-
cil and founded two awards that
"today are still widely respected
benchmarks of the industry-the
Arthur Quern Quality Award and
the Ron Judd Heart of RIMS," Mr.
Fleming said.

It's the past 10 years, though,
that have been the most important
in RIMS' development, Mr. Flem-
ing said.

During that time, "risk managed
ment as a discipline has been thrust
into center stage in the wake of cat-
astrophe after catastrophe, includ-
ing the global financial meltdown,"
he said. "The need for risk manage- f
ment has been highlighted more
than ever before and RIMS has
stepped up to the proverbial plate
by testifying before Congress, iden-
tifying new areas of interest in the
discipline, creating inroads abroad
and crafting the very definition of
enterprise risk management."

And the society is poised to con-
tinue its efforts in aiding risk man-
agers well into the future, Mr.
Fleming said.

To celebrate RIMS' first 60 years,

it will host a dessert reception at its
booth in the exhibit hall this after-

Attendees also can get a more in-
depth look at the association's his-
tory, including additional photos,

at the various kiosks located

throughout the convention hall.

A full, yea by yea timel nets ava lable at www ms org/60years/Dme/mes/Pages/RIMSTmlehne aspx



Consuilting, Risk Transfer and Software Solutions.

You know that better information leads to better decisions about capital — and to better financial results. You need a
partner who understands your perspective. At Towers Watson, we take a broad, consultative approach to addressing
risk and capital management challenges. Our clients value expertise: We provide full-service insurance consulting to
more than three-quarters of the world's leading insurers, are the world's fourth-largest reinsurance broker and have over
400 software clients. Let us share our point of view with you.

Towers Watson. A new global company with a singular focus on our clients.
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Risk and Financial Services
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e Get the recognition your company and
employees deserve

e Support recruitment & retention efforts
e Boost employee morale

* Raise brand awareness

e Improve your industry reputation

e Set yourself apart from your competitors

Go to www.bestplacestoworkins.com
to Register by May 7.
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Awards: Honorees recognized

CONTINUED FROM PAGE 1

RIMS also presented awards during
Monday's awards luncheon, including
the Richard W. Bland Memorial Award,
given to Lance Kayfish, risk manager at
the City of Kelowna, British Columbia.
The award recognizes efforts in the areas
of legislation and regulation.

In addition, the Ron Judd Heart of
RIMS Award was presented to Mark
Ryan, director of casualty insurance at
Occidental Petroleum Corp. and mem-
ber of the Dallas-Fort Worth Chapter of
RIMS. The award, which was established
in tribute to the legacy of former RIMS
Executive Director Ron Judd, recognizes
achievements in furthering risk man-
agement at the chapter level.

The Arthur Quem Quality Award,
which honors innovations in risk man-
agement, was given to Paychex Inc. for
its predictive model within its enterprise

risk management program, RIMS said.
The Cristy Award, recognizing the
highest scores on the three exams re-
quired to earn the Associate of Risk Man-
agement designation, went to Stanley
Jurewicz, director of risk management at
Florida State University in Jacksonville.
Also at the luncheon, RIMS and Busi-
ness Insumnce presented the 2010 Risk
Manager of the Year Award to Debra L.
Rodgers, vp of global risk management
at Philadelphia-based ARAMARK Corp.
RIMS and Bl also announced the
members of the 2010 Risk Management
Honor Roll: Scott Borup, director of cor-
porate risk management at Johnson &
Johnson in New Brunswick, NJ.; and
Christine Eick, executive director of risk
management and safety at Auburn Uni-
versity in Auburn, Ala.
RIMS also recognized the achieve-
ments of several individual chapters
during the luncheon.

Sun: Major disruptions feared

CONTINUED FROM PAGE 4

charged particles, have the potential to
be a global event, said Mr. Kappenman.

A severe storm could shut down large
parts of the electrical grid as large high-
voltage generators suffered extensive
damage, he said. Recovery would be
lengthy because such specialized equip-
ment can't be replaced quickly, accord-
ing to Mr. Kappenman.

Such a storm could be a one-in-30 year
to one in 100-year event, yet current de-
sign practices of electric grids "have un-
knowingly and greatly escalated the risks
and potential impacts," according to Mr.
Kappenman. That's led to what he called
"unrecognized system risk," with no de-
sign code to mitigate the threat.

In addition, the space weather com-
munity has failed to communicate the
real risk of a severe solar storm to the
power industry, he said. The result has
been "a false sense of security and com-
placency" by power grid operators.

"We have not had a yearlong outage”
in the United States that would affect

large areas, he said.

He said the United States is used to
dealing with the impact of bad terrestrial
storms, but no terrestrial storm has the
ability to become continent-wide events
within minutes the way a solar storm
can. He noted that a "super storm" in
March 1989 blacked out much of Que-

bec less than two minutes after it struck.

"The risks we have right now are sim-
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ply intolerable," he said.

Mr. Kappenman said that the major
emphasis of risk mitigation efforts
should be focused on preventing geo-
magnetic storm-related catastrophic
failure. For example, some design mea-
sures for electric grids are already avail-
able, he said. The federal government
could require the power industry to fol-
low a mandatory design code, he said.

He also said that there is little aware-
ness among the power industry's cus-
tomers about the vulnerability of the
grid to a major solar storm.

"Space weather is complicated," said
Sten Odenwald, an astronomer at
Catholic University in Washington,
who also spoke at the session. While the
scientific community has made progress
in understanding how space weather
works, much remains unknown.

Mr. Odenwald said that a major solar
storm could cause massive rerouting of
air traffic. And a repeat of the solar storm
of 1859-one of the largest on record-
could result in major disruption.

Satellites would also be affected, said
Mr. Odenwald. The "good news" is that
satellites are very robust, with plenty of
reserve transponders and large solar pan-
el power margins, said Mr. Odenwald.

"But the bad news is that the sun is
also very robust," he said.

Armand Fernandez, chief risk engi-
neering officer at Zurich Services Corp.
in Schaumburg, Ill., moderated the dis-

cussion.
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Panel: Disclosure seen

as key to contingents

CONTINUED FROM PAGE 3

that there is anything even remotely related to a disservice 1
our client base," by accepting contingent commissions. "
there were, we quite frankly believe we would have seen thi
inm our result=s=s_"" 1

While not addressing whether Aon Corp. specifically plar
to resume collecting contingents, Greg Case, the Chicago brc
ker's president and CEO, said the issue really revolves aroun
the value Aon provides clients and the price paid for that valuc

"We live and die on that," he said, but "that equation onl
works with great transparency. Clients have to understand i
every way, shape and form exactly what we charge and th
way we charge. And while we certainly applaud some of th
efforts around a movement toward greater transparency...w
can go much, much further making sure that across the in
dustry, clients understand exactly what they paid for and th
value it's providing."

The issue of contingent commissions also was addressec
during a second panel featuring the leaders of some of th,
nation's largest property/casualty insurers.

Evan Greenberg, chairman of Zurich-based ACE Ltd., saic
that if he had his way "there would be no conflict of interest
the client would simply pay the broker. But that's not th,
world we live in and disclosure is what is considered the wal
to cure this.”

"Clearly we've taken a very public stand that profit sharins
for agents is appropriate and we're willing to litigate it," said
Edmund Kelly, chairman, president and CEO of Boston-baseo
Liberty Mutual Group Inc. "We think the agent works for us,
with us and represents us, and to the extent that they can
help us produce a better book of business benefits everyone.”

As for insurers paying contingent commissions to brokers,
Mr. Kelly said he believes brokers should be paid exclusively
by the insurance buyer.

Rather than focusing on how agents and brokers are com-
pensated, the industry should be focused more on improving
efficiency, said Kristian Moor, president and CEO of New
York-based Chartiss Imcac. 1

Brokers and risk managers "should demand a lot more on
the service side, on policy service, on policy issuance, on quot-1
ing, on all of the services that the industry provides....and
take the cost out of the industry instead of increasing prices." 1

Shivan S. Subramaniam, chairman and CEO of Johnston,
R.l.-based Factory Mutual Insurance Co., which does business
as FM Gilobal, noted that he supports RIMS' position that
contingent commissions should be abolished from the bro-
kerage industry.

The insurer executives also addressed the lingering soft
pricing environment and what could trigger a market turn.

"Ihave to tell you, if cats are going to move this industry in
a broad way, it's going to have to be one hell of a cat season,"
said ACE's Mr. Greenberg, estimating it would take "well over
$50 billion worth of cats" to turn the insurance market.

However, a return of high inflation would significantly
harden the property/casualty market, Mr. Kelly warned. "The
fundamental thing that has driven insurance pricing for 12
years is low inflation. Nothing, nothing is more damaging to
the insurance market than inflation. We've had no inflation.
It's good for you, and it's good for us."

However, if inflation returns, which Mr. Kelly said is very
likely to happen if the government raises taxes to reduce the
deficit, "it will be a different world," he said.
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Organization awards
Ewing scholarship

The National Alliance for Insurance

Education & Research awarded
Valerie Clark-senior director of
risk management at QIP Holder
L.L.C., the parent company of
Quiznos-the Lance J. Ewing

Educational Scholarship. She was

selected for the scholarship by the

Rocky Mountain chapter of the
Risk & Insurance Management
Society Inc. The Lance J. Ewing
Educational Scholarship is applied
to attendance at any course from
the Certified Risk Managers
Program offered by the alliance.

The scholarship was created in

honor of Mr. Ewing's work as a risk

manager and efforts to help
professionals understand the
importance and values of risk

management.

Reinsurers see claims

from loss of oil rig

German reinsurer Hannover
Reinsurance Co. expects a large
claim from the explosion and
sinking of the Deepwater Horizon
oil drilling rig that left 11 workers
missing in the Gulf of Mexico. "We
know there will be a major loss,"
said a spokeswoman for the
German reinsurer said, noting that
a major loss is one of more than
$6.7 million but declining to

provide further details. Separately,

Munich Reinsurance Co. said it

expects a claim from the rig loss.
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EXHIBITORS AT RIMS rolled
out a variety of sights and
sounds Monday at their booths.
Included in the displays were
attendees who dressed up in
patriot attire for photo opportu-
nities at the CorVel Corp. booth;
played a game with large foam
dice for a chance to win a $200
gift certificate at the Wells Fargo
Insurance Services booth;
enjoyed a free chair massage at
the LeasePlan USA booth; and
learned about a new risk analysis
Web tool at Marsh Inc.'s booth.
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Introducing the future of intelligent information.

With lessons learned from the global financial crisis, businesses around the world are realizing the
importance of strengthening all aspects of their risk governance - particularly with regard to the financial
condition of insurers. To help you do just that, Marsh Market Information provides easy access to up-to-
date information and analyses covering more than 1,500 insurance companies worldwide.

» Track the security of your insurers - Create a portfolio of your insurance companies to view their
ratings and breaking news on them and their parent companies.

« Insurer financial analyses and email alerts - Read reports prepared by the Marsh Market
Information Group and receive email alerts whenever a rating changes or when there is a relevant

news article, earnings release or new financial analysis created for one of your insurers.

- Evaluate and compare - Use our interactive tools to evaluate the overall security of your insurance
program and compare the financial condition of your insurers to other potential providers.

To learn more about Marsh Market Information, visit us at Booth 811.
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Monday mornings can test your mettle. Especially those that follow catastrophes such as Katrina or 9/11. The upheavals
that punctuated our first ten years in business have strengthened our discipline. Sharpened our underwriting skills. And
driven our strategic growth. The result? A financially-strong, global enterprise with 350 talented professionals, working
from seventeen offices in seven countries - all dedicated to providing diversified specialty insurance and reinsurance
products, solving risk challenges one at a time. Roll on next Monday!
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