
RISK
MITIGATION
Ways to protect
a company’s
reputation from
supply chain-
related risks

Gain an in-depth
understanding of a
third-party
supplier’s local
environment and
regulatory
standards such as
labor laws and
workplace
practices.

Make third-party
suppliers agree 
to the company’s
management
philosophies.

Review critical
third-party
suppliers’ business
continuity plans.

Develop supplier
site incentive
programs to report
potential
workplace
problems.

Craft a robust
crisis management
and response plan.

BY MIKE TSIKOUDAKIS

Supply chain disruptions frequently result in a direct financial hit

for businesses, but the damage a disruption can inflict on an orga-

nization’s reputation can have much longer term consequences.

Global sourcing strategies such as just-in-time inventory, compet-

itive wages and cheap raw materials also can pose hard-to-quantify

risks from second- and third-tier suppliers that could subject busi-

nesses to Foreign Corrupt Practices Act penalties, environmental

violations and regulatory actions as well as reputational damage,

experts say.

A recent example is the November fire at a Bangladesh factory

that killed more than 100 garment workers, many of whom report-

edly were locked in the building. The factory was making clothing

for Wal-Mart Stores Inc., Sears Holdings Corp. and The Walt Disney

Co., among others. 

“Any time there’s a catastrophe of any sort, it usually involves sup-

ply chain to one degree or another,” said William Montanez, director
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Several multinational companies had links with a Bangladesh garment
factory that sustained a deadly fire last year.
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BY JERRY GEISEL

Long-awaited Internal Revenue

Service proposed regulations

favorably resolve key questions

about a key health care reform

law provision that imposes stiff

penalties on employers that do

not offer coverage of crucial

importance to employers.

“Certainty is what employers

clamored for. Getting these rules

is very welcome news,” said Paul

Dennett, senior vice president-

health care reform with the

American Benefits Council in

Washington.

“The good news is we have cer-

tainty,” said Amy Bergner, man-

aging director-health care prac-

tice with Pricewaterhouse-

Coopers L.L.P. in Washington.

Until the release of the proposed

rules, employers had anything but

certainty on the Patient

Protection and Affordable Care

Act provision that imposes a

$2,000 per full-time employee

penalty starting in 2014 on

employers with at least 50 employ-

ees that do not offer coverage.

Speculation had run rampant in

the employer community since

President Barack Obama signed

By ROBERTO CENICEROS

Some large employers want to

establish injured worker benefit

plans that are governed by the

Employee Retirement Income

Security Act as an alternative to

state workers compensation sys-

tems.

But insurers and organized

labor oppose the idea, saying

employers who favor the strategy

want to lower costs by unfairly

eliminating state-mandated bene-

fits due injured workers (see

story, page 29).

ERISA is not as well known

among workers compensation

managers as it is among their cor-

porate counterparts overseeing

employee health benefit and

retirement plans, experts say.

But there is growing interest

among large, nationwide employ-

ers in exiting state workers comp

systems and setting up alterna-

tive injured worker benefit plans

REPUTATIONS JEOPARDIZED

BY SUPPLY CHAIN DISRUPTIONS

See PENALTY page 29 See SUPPLIERS page 30 See OPT OUT page 29

Reform law guidance

reduces likelihood

of unintended breaches

OPTING OUT
Percentage of Texas employers that are
nonsubscribers to the state’s workers
compensation system, by employment
size, during 2012.

1-4 employees 41%

5-9 employees 29%

10-49 employees 19%

50-99 employees 19%

100-499 employees 12%

More than 500 employees 17%

Source: Texas Department of Insurance Division 

of Workers’ Compensation

IRS gives

employers

a break Disasters at suppliers have knock-on effect
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More states forbid 

password demands
By JUDY GREENWALD

Legislation that forbids employers

from demanding social media pass-

words from job applicants and employ-

ees has been enacted in five states,

and more measures are expected.

However, few employers are seeking

such information, experts say. Still,

there may be times when it is neces-

sary for employers to seek workers’

passwords to meet their obligation to

protect their employees.

Legislation prohibiting employers

from asking for passwords went into

effect in California and Illinois on Jan.

1, joining legislation already enacted

in Maryland and Michigan, according

to the Denver-based National

Conference of State Legislatures. 

In addition, legislation in California,

Delaware, Michigan and New Jersey

applies to academic institutions. In all,

proposed legislation on this issue was

introduced in 14 states last year,

according to the NCSL.

Proposed federal legislation, the

Password Protection Act of 2012, also

was introduced by Sen. Richard

Blumenthal, D-Conn., in May, but

failed to emerge from the Senate

Committee on Health, Education,

Labor and Pensions.

A U.S. Equal Employment Op-

portunity Commission attorney sug-

gested, though, that refraining from

asking for passwords may be advisable.

“In the current state of the law, ask-

ing an applicant for a password is akin

to asking an applicant whether he or

she plans to have children in the

future — it is not technically illegal,

but it is highly discouraged as it could

be used as later evidence of discrimi-

nation,” said Justine S. Lisser, senior

attorney-adviser with the EEOC’s

office of communications and legisla-

tive affairs, in a statement.

Governments urged to manage risks

By SARAH VEYSEY

Global risks are becoming ever more

interconnected, and governments

must engage the private sector to help

them tackle the most serious threats to

economies and populations, according

to a panel of experts at the launch of a

report on 2013’s biggest global risks.

Governments should continue to

appoint country risk officers and, in

some cases, must act more like insur-

ance companies in their response to

disasters, said the panelists at the

launch in London last week.

The WEF Global Risks 2013 report,

which will be presented at the World

Economic Forum meeting of global

leaders Jan. 23-27 in Davos-Klosters,

Switzerland, identified 50 global

NEWS

PASSWORD PROTECTIONS
■ States that have approved legislation

forbidding employers to ask for social
media passwords: California, Illinois,
Maryland, Michigan

■ States that have approved legislation
forbidding educational iinnssttiittuuttiioonnss from
asking for social media passwords:
California, Delaware, Michigan, New Jersey

■ States where comparable legislation was
introduced but failed to be enacted:
Massachusetts, Minnesota, New York, Ohio,
Pennsylvania, South Carolina, Texas,
Washington

Source: National Conference of State Legislatures

TOP RISKS
The World Economic Forum’s Global Risks
2013 report found that the top five risks in
terms of likelihood in 2013 are: 

■ Severe income disparity 

■ Chronic fiscal imbalances 

■ Rising greenhouse gas emissions

■ Water supply crises

■ Mismanagement of population aging

See PASSWORD page 30

See WEF page 30

Complex exposures require coordinated response

EMPLOYMENT PRACTICES

EMERGING RISKS

W
elcome to the new Business Insurance.

As you will see as you read this edition of

Business Insurance, we have undertaken a

major overhaul of the magazine, which

includes a redesigned look and increased

coverage of specific areas of interest. 

New features and sections include:

Risk in Focus: offering in-depth coverage of key issues

in every edition.

International: news from around the world and profiles

of individual markets.

Mid-Market Risk Management: covering risk

management concerns of mid-market executives and

their broker partners.

Mid-Market Benefits: covering employee benefits

concerns of mid-market executives and their benefits

advisers.

Research & Data: providing facts and figures behind

trends and stories.

Our decision to increase in-depth coverage of key issues

was shaped in part by research that shows 74% of our

audience said they refer back to their issue of Business

Insurance in print. By offering more extensive news and

analysis, we think the magazine will be an even richer

resource that readers will return to time and again.

Research also shaped another major enhancement for

Business Insurance. In our most recent readership survey,

64% of readers said they use their digital device to obtain

Business Insurance content, which represents an increase

of 16% from our 2011 survey results.

With that in mind, we have developed a new interactive

tablet edition, which captures all of the information

available in the magazine. The tablet edition will be

delivered via a newsstand app that runs on Apple iPads

and will soon also be available on Android-based tablets. 

The new tablet edition takes advantage of HTML5

technology for greater interactivity and functionality. This

technology will enable us to present information and data

more effectively and allow readers to derive even more

insights from the publication. After downloading the app,

subscribers can log in with their email address on file to

sign up for unlimited online articles and email newsletters. 

The redesigned magazine and the new tablet edition are

two of several changes we are making at Business

Insurance, which since 1967 has provided readers with the

right content, in the right form, at the right time.

Another significant change relates to the frequency of

our magazine. Beginning with today’s issue, we are

changing the frequency of Business Insurance to biweekly.

This is not a decision we have taken lightly, but as the

magazine has evolved over the past 20 years and the 24/7

news information cycle has taken hold, we feel that it is

the right time to make the change.

With our digital capability to bring you news as it

happens throughout the day on our website and via

Twitter, Facebook and our LinkedIn group, the magazine

has become the vehicle for in-depth analysis of why the

news matters and it makes sense to bring that analysis to

you in a time frame that allows you to digest it fully. 

In addition, we have launched a new email news alert

called “Global Focus: News that Matters from Around the

World.” This daily email will deliver editors’ picks of the

most relevant aggregated content from around the globe.

The new email joins the stable of daily and weekly email

newsletters that Business Insurance readers can use to

stay on top of news developments that matter to them. 

The underlying strategy behind all these changes is to

enhance the information that we offer readers and to

expand the ability of readers to access information from

Business Insurance.

We would, as always, be pleased to hear from you with

any thoughts or comments you may have at

gsouter@businessinsurance.com.

GAVIN SOUTER

EDITOR

Business Insurance
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RENEWALS WORKERS COMPENSATION

SANDY STIFFENS PROPERTY MARKET
AS INSURERS REASSESS SOME EXPOSURES

BY MARK A.  HOFMANN

More than two months after it

struck the Northeast, Superstorm

Sandy continues to affect the com-

mercial property/casualty insur-

ance market.

The market had begun to flatten

before the October storm — which

caused as much as $25 billion in

insured damage — but that has been

reversed to a certain extent. But

the increases haven’t been overly dra-

matic, observers say.

The event has led insurers to look

more closely at terms and condi-

tions, while rates have increased

modestly for many accounts,

observers say. Insurers also are

paying more attention to flood expo-

sures.

“The general mood before Sandy

was rates were flattening even on

tough (catastrophe) accounts,” said

David Finnis, property practice

leader for Willis North America Inc.

in Atlanta. “Post-Sandy, we’re still

able to get flat to minor increase in

rate on some of the cat accounts.”

“Sandy didn’t cause a cata-

clysmic sea change in rates,” said

Randy Schreitmueller, a vice

president at Johnston, R.I.-based

FM Global. “It did help solidify

rates, particularly for accounts

that are exposed to these types of

catastrophes, especially in the

Northeast. But it’s still a competi-

tive world out there.”

Duncan Ellis, U.S. property prac-

tice leader at Marsh Inc. in New

York, divided the market into four

segments. Noncatastrophe-exposed

risks experienced rates ranging

from down 5% to up 5%, while

accounts with moderate catastro-

phe exposures — with 1% to 30% of

their value exposed to catastrophe

zones — experienced flat to 10%

rate increases, he said. Heavily

catastrophe-exposed accounts had

rate increases of 5% to 15%, while

“loss-driven” risks with either catas-

trophe losses or repeated noncata-

strophe losses experience renewals

PROPERTY/CASUALTY INSURERS

AP PHOTO

Superstorm Sandy, which hit New Jersey and New York particularly hard,
caused an estimated $25 billion in insured losses.

TRIA renewal tops insurance industry wish list
BY MARK A.  HOFMANN

An event that won’t happen until 2014 — if it hap-

pens at all — tops the property/casualty insurance

industry’s list of 2013 federal legislative concerns: the

reauthorization of the federal government’s terror-

ism insurance backstop.

The program, created by the Terrorism Risk

Insurance Act of 2002, was reauthorized in

2005 and 2007, but is slated to expire on Dec.

31, 2014. Although that may seem an eterni-

ty in Capitol Hill time, advocates of extend-

ing the program warn that failure to act soon

could affect insurance policies as early as next

January.

Terrorism insurance, while at the top of the list, is

joined by other issues such as the impact of tax

reform and natural catastrophe policy. Agents and

broker groups also are concerned about how the

implementation of the Patient Protection and

Affordable Care Act will affect their members (see

story, page 32).

Persuading lawmakers to reauthorize the terror-

ism insurance program won’t be easy, but “we are

impressed with the unanimity of industry sentiment

on extension of TRIA,” said Joel Wood, senior vice

president for government affairs for the Council of

Insurance Agents & Brokers in Washington.

“We already have begun making the rounds,” he

said. “It will be challenging, and the industry is going

to have to be effective in convincing Congress that

the recoupment mechanism will mean no net long-

term loss to the federal government.”

“We have a program set to expire that will cause

disruption of the marketplace if they don’t get

it resolved by the end of 2013,” 

said Jimi Grande, senior vice president in

the Washington office of the National

Association of Mutual Insurance Cos.

“Market disruption starts a year out. As the

calendar strikes 2014, contracts go beyond the

end of the year.”

“AIA has a long history with TRIA. It’s a priority for

our members,” said Tom Santos, vice president for

federal affairs at the American Insurance

Association in Washington. “It is a priority for 2013

and the next Congress.”

“Our No. 1 priority will be the reauthorization of

TRIA,” said Carolyn Snow, secretary and liaison for

external affairs for the New York-based Risk &

Insurance Management Society Inc. But Ms. Snow,

who is director of risk management for Humana Inc.

Demand grows
for dedicated

adjusters
BY SHEENA HARRISON

Companies with large work-

forces or specialized return-to-

work programs are asking their

third-party administrators to pro-

vide dedicated claims adjusters

who work exclusively on the com-

pany’s workers compensation

accounts.

Exclusive adjusters understand

the nuances of working with a

particular employer and give

companies a direct contact to dis-

cuss how their claims are being

handled, sources say. The trick is

retaining adjusters who work

exclusively on accounts so their

expertise can be preserved over

time.

“The better that they can work

hand-in-hand and the more

involved the client is, typically the

better outcome that you’re going

to have,” said Peter Keane, senior

vice president and claims consult-

ant for Marsh Risk Consulting’s

claims consulting practice in

Morristown, N.J.

Brokers say many or most of

their clients seek TPAs that will

provide adjusters to work exclu-

sively on their accounts. The

request is common among compa-

nies with workers comp claim vol-

umes of 110 to 150 open cases at a

time in a given location or facility,

sources say.

Employers that request dedicat-

ed adjusters want to work with

people who are familiar with their

risk management strategies and

understand the intricacies of their

accounts, said Paul Braun, man-

aging director of casualty claims

for Aon Global Risk Consulting in

Los Angeles

“The adjuster knows the context

(and) who to call, so it’s an effi-

ciency,” Mr. Braun said. “I really

do believe it (creates) better out-

comes because you know the

requirements of the client.”

Adjusters who work on one

account often may seem like one

of the client’s own staff members,

Mr. Keane said.

“They’re going to be highly

familiar with the needs and con-

cerns of that client. They’re going

to be very familiar with their

return-to-work programs and

processes, very familiar with

their claim-handling philosophy

(and) familiar with the people in

their locations,” Mr. Keane said.

“They establish relationships

with them (and) become a trusted

See PROPERTY page 27

See LEGISLATION on page 32 See DEDICATED on page 32

MORE RENEWALS COVERAGE CASUALTY·PAGE 27 | D&O·PAGE 28 | REINSURANCE·PAGE 28
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MID-MARKET

RISK MANAGEMENT Helping executives

at midsize firms and

their brokers handle

critical risks.

SUPERSTORM SANDY HIGHLIGHTS

RISK MANAGEMENT SHORTFALLS
Many Manhattan property owners vulnerable to catastrophes

BY MATT DUNNING

One of the most glaring vulnera-

bilities revealed among commer-

cial property owners in lower

Manhattan after Superstorm

Sandy was the widespread lack of

comprehensive disaster response

and business continuity planning,

risk management experts say.

Nearly 35% of the commercial

office space below Chambers

Street was temporarily incapaci-

tated by flooding and power out-

ages, and as much as 20%

remained offline at the end of

November, according to a report

by Chicago-based real estate bro-

kerage Jones Lang LaSalle Inc.

In many cases, experts say, com-

mercial property owners’ efforts

to reopen their buildings were

substantially undermined by

their own failure to develop and

maintain business continuity con-

tingencies. That failure was espe-

cially prevalent among midsize

property owners, risk manage-

ment experts say.

“A very high percentage of the

owners in lower Manhattan were

not properly prepared for han-

dling the aftermath of this storm,”

said Gina Higgins, senior manag-

ing director of commercial insur-

ance for New York-based Crystal

& Co. “Everything from elevators,

phone lines, mold remediation —

they were faced with everything

that could possibly become a

roadblock against reopening their

buildings to tenants.” 

By and large, business continu-

ity planning in lower Manhattan

fell short in three critical areas:

alternate communications and

information technology systems;

tenant and employee relocation;

and remediation planning.

The most critical element often

missing from owners’ continuity

and disaster-response planning

was an alternative means of com-

municating with tenants and

employees in the event that

servers and phone lines were

unavailable, as was the case in

many buildings after Sandy,

experts say. 

“A lot of people we spoke with

after the storm had not planned

for what would happen if their

systems were down for two to

three days, let alone weeks,” Ms.

Higgins said. “People really were

left in the dark, literally and figu-

ratively, because owners weren’t

able to communicate with

employees, tenants or third par-

ties regarding what the next steps

of the recovery would be. 

“Without that IT and communi-

cations piece of the continuity

plan to link people together, all of

the other pieces of the plan fell by

the wayside,” she said.

Many property owners in lower

Manhattan also failed to provide

temporary workspace for the ten-

ant companies displaced from

their buildings and their own

employees, as part of their disas-

ter response and recovery plan,

experts say.

Property owners also failed to

plan for many of the logistical

challenges tenants and employ-

ees would encounter as a result of

the storm, particularly the

extremely challenging commute

in and out of Manhattan.

“That was a major issue for a lot

of companies in lower

Manhattan,” said David Finnis,

executive vice president and

national property practice leader

for New York-based Willis North

America Inc. “You can have a

great disaster recovery plan or

business continuity plan, but I

don’t think the transportation

part was contemplated by a lot of

property owners or their tenants.

It was a very different set of cir-

cumstances here, which we had-

n’t really seen before with prior

storms.” 

Finally, most property owners

had not established contractual or

informal relationships with haz-

ardous materials removal firms,

mold and water damage abate-

ment firms and other remediation

specialists prior to Sandy’s land-

fall. 

Because those types of special-

ists are in short supply after a

storm of Sandy’s scope and

destruction, many property own-

ers were forced to wait several

days and weeks for the next avail-

ability, experts say.   

“Even if you only own one loca-

tion or two in a coastal area, it’s

still a good idea to have a retainer

contract of some kind with a

remediation company,” said Al

Tobin, the New York-based man-

aging principal of Aon Risk

Solutions’ property practice.

PROPERTY
COVER TO SEE

CHANGES
Property risk management experts

offered their predictions for what
insurance changes commercial
property owners might expect in the
near term from the insurance
industry as a result of the October
storm.
■ AL TOBIN, New York-based
managing principal of Aon Risk
Solutions’ property practice: “There’s
going to be more flood insurance
sold in 2013 than there was in 2012.
I think there are going to be a lot
more insureds looking at that type of
coverage, whether they were
affected by Sandy or not, especially
now that we’ve had two of these
storms about 13 months apart.” 
■ JEFFREY ALPAUGH, Boston-
based global real estate practice
leader for Marsh Inc.: “Before this
event, you had modeling which
would take into consideration Tier 1
windstorm events, and that region
stretched from Virginia down to
Florida and over to Texas. Now
there’s been some talk about
whether those models will take into
consideration the Northeast region.
That all would take some time, but
there is some concern that these two
back-to-back storms will impact
those models.”
■ DAVID FINNIS, New York-based
executive vice president and national
property practice leader for Willis
North America Inc.: “The main
change will be the territory where a
named storm deductible will apply.
That’s going to be expanded. Some
insurers already treat storm surge
from a named storm as flood, and
flood limits and flood deductibles
apply. You’re going to start seeing a
lot more consistency from
underwriters in the Northeast on
that.” 
■ GINA HIGGINS, New York-based
senior managing director of
commercial insurance for Crystal &
Co.: “You’ll see way higher
deductibles, longer waiting periods
before an insurance policy kicks in
and generally lower limit offers, so
it’s going to be up to property
owners to do some more layering to
their coverage. Those companies that
underwrote large chunks of property
in lower Manhattan will constrict
their offering tremendously.” 

By Matt Dunning

What’s at stake
Commercial real estate statistics

for lower Manhattan below
Chambers Street show the

extent of property exposed to
the effects of Superstorm Sandy.

Data is as of Nov. 30, 2012,
unless otherwise noted.

Total inventory:
101.2 MILLION

square feet

Vacancy rate:
12.6%

Asking rent:
$46.74 per
square foot

Total
employees:
308,939*

Private-sector
employees:
210,839*

Total businesses:
8,484*

*End of first quarter 2012

Sources: Jones Lang LaSalle Inc., New York State Department of Labor, Downtown Alliance

BLOOMBERG

Sandbags were stacked outside the entrance to the Goldman Sachs Group Inc.
headquarters in New York after Superstorm Sandy struck the region last year.
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BY MATT DUNNING

Like a lot of buildings in lower

Manhattan, Silverstein Properties

Inc.’s 600,000-square-foot tower at

120 Wall St. took on significant

flooding during Superstorm

Sandy on Oct. 29.

But unlike a lot of its financial

district neighbors that remain

closed to tenants, 120 Wall St. was

reopened just two weeks after the

storm, thanks in large part to the

business continuity plan

Silverstein’s risk management

and information technology

departments had spent most of

this past summer developing.

The plan wasn’t finished when

Sandy struck the region in late

October, but executives for the

New York-based commercial

property owner are convinced the

work done to update the compa-

ny’s disaster-response and conti-

nuity protocols drastically

reduced the financial losses it

might have incurred under differ-

ent circumstances.

“Earlier in the year, we had

decided that our business continu-

ity program needed dusting off

and updating, and that it needed

to be more robust,” said Shari

Natovitz, Silverstein’s vice presi-

dent of risk management. Ms.

Natovitz said the first step the

company took in fortifying its con-

tinuity planning was to relocate

its servers off-site, away from its

headquarters at 7 World Trade

Center. 

“Call it serendipity or call it good

planning on the part of our IT and

risk management personnel,” she

said. “Either way, the result was

that the early work that we did on

the continuity plan … served us

extremely well.”

Jeremy Moss, Silverstein’s vice

president of leasing, was crucial

to Silverstein’s success in manag-

ing its day-to-day affairs as an

employer and its responsibilities

to its tenants, who were displaced

from all three of its properties in

lower Manhattan as a result of the

five-day-long blackout.

Tenants of 120 Wall St. remained

displaced for several more days

because of flooding in their build-

ing, while tenants at 7 World

Trade Center and 120 Broadway

were able to return to their offices

when power was restored a few

days after the storm. 

“Our tenants were all looking to

us for answers regarding when

the building would open, damage

sustained during the storm, the

status of their personal property,

and whether or not we had tempo-

rary facilities available,” Mr. Moss

said. “If you reopen your building

and nobody knows about it, that’s

not particularly useful.” 

Mr. Moss said another key piece

of Silverstein’s relative success in

navigating the storm’s effects on

the city at large was the command

center it established as a central-

ized source of information and, in

many cases, temporary work-

space and housing for employees

for whom commuting in and out of

Manhattan had become logistical-

ly challenging. 

“For any property owner that’s

thinking about business continu-

ity, there has to be buy-in at the

top. It takes time out of the day

and resources away from the core

business. It takes money and a

clear message from leadership

that it’s a priority,” Mr. Moss said.

“The rewards far outweigh the

costs, but the message has to be

sent throughout the organization

so that it gets the cooperation and

support that it needs. We were for-

tunate to have leadership that did

exactly that.”

BUSINESS INSURANCE January 14, 2013     7

It’s time
you met the 
“& Company.”
Frank Crystal & Company, one of the world’s leading strategic risk  

and insurance advisors, is now Crystal & Company.

Yes, a new name.

But at crystalco.com, you’ll see something that isn’t new. Tough-minded, 

talented professionals who are beholden to no one but their clients.

And that’s not about to change.

www.crystalco.com

CONTINUITY PLAN HELPED SILVERSTEIN 
GET BACK TO BUSINESS EARLIER

Disaster response protocols reduced financial losses

“Call it serendipity or call it good

planning on the part of our IT

and risk management

personnel. Either way, the result

was that the early work that we

did on the continuity plan …

served us extremely well.”
Shari Natovitz,
Silverstein Properties Inc.
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Helping executives at midsize

firms and their brokers develop

benefits solutions.

THE ABCs OF PLAN TYPES

WHAT EMPLOYERS SHOULD LOOK FOR

WHEN PICKING A HEALTH INSURER
Health plan designs should embrace overall benefits strategies 

BY JOANNE WOJCIK

When Jan Strompf and Jerry

Friedlander formed Janjer

Enterprises Inc. in 1981, they

decided to offer a health benefits

package that would engender loy-

alty among employees of the com-

pany, which owns and operates 29

Popeyes Louisiana Kitchen fran-

chises around Washington, D.C.

Fast food companies have some

of the highest employee turnover

rates among employers. Ac-

cording to restaurant industry

sources, as much as 50% of the

staff at any given fast food restau-

rant will turn over each year.

But with a generous health ben-

efits package offered to employ-

ees who work at least 32 hours

each week, Silver Spring, Md.-

based Janjer Enterprises has one

of the lowest turnover rates in the

industry, with employee tenure

averaging nearly 15 years,

according to Mike Burke, director

of operations.

“We have very low turnover,” he

said. “Personally, I’ve been here

for 29 years. A lot of hourly

employees have become store

managers and district man-

agers.”

Mr. Burke attributes much of

Janjer’s low employee turnover

rate to the company’s paternalis-

tic approach to benefits. 

Ninety percent of the 120 Janjer

employees eligible to enroll have

signed up for its health plans.

“We have always offered multi-

ple levels of plans so that employ-

ees could go in or out of net-

work,” Mr. Burke said. Plans

offered include a health mainte-

nance organization, a preferred

provider organization plan and a

point-of-service plan, and “we’ve

always contributed a higher per-

centage to the cost of coverage

than our competitors have, over

70% of the premium,” he said. 

Experts advise midsize employ-

ers to determine their benefits

strategy before selecting a plan

design and insurer: What objec-

tives do they hope to achieve?

“We like to start with the strate-

gy,” said Patrick Haraden, a prin-

cipal at Longfellow Benefits in

Boston. “What kind of company

do you want to be? If you want to

attract young kids out of school,

you may want to offer different

benefits than if you want to

attract slightly older, more expe-

rienced workers. Do you want to

be an early adopter? Or do you

want to follow what other

employers are doing? That will

tell us what kind of plan design to

consider.”

Once a plan design has been

selected, “that may limit or

expand your choice of insurer,”

he said, because not all insurers

operating in an employer’s region

may offer the type of plan chosen.

The employer should then con-

sider network scope and reach.

“At the end of the day, the one

thing that’s going to drive the

decision is the network,” said

George Lane, a principal at

Mercer L.L.C. in Washington.

“The key is getting as many

employees to use whatever net-

work is supporting the plan you

offer them.”

Jim Edholm, principal of

Business Benefits Insurance, a

middle-market broker in

Andover, Mass., advises employ-

ers to conduct a “disruption

analysis” to determine whether

changing insurers will affect

employees’ access to providers.

This can be done by comparing

the providers employees are

using against other insurers’ net-

work provider lists, he said.

More sophisticated middle-mar-

ket employers also compare and

contrast each health plan’s med-

ical management capabilities to

ensure that employees do not

over- or underutilize care.

Tom Mangan, CEO of United

Benefits Advisors L.L.C., advises

employers to ask insurers

whether they offer and fund well-

ness initiatives for plan members.

“If they don’t believe that their

own wellness program will bend

trend (by reducing health care

costs), then they won’t fund it.

Conversely, if they do believe in

it, they will provide funding.”

“You start by determining

what’s most important to you and

then work back from there. That

will determine the kind of plan

that you are looking for when you

start to look at insurance compa-

nies,” said Laurel Pickering, pres-

ident and CEO of the Northeast

Business Group on Health, a New

York-based employer coalition,

which has developed a Health

Plan Performance Purchaser

Guide for its members. “Is it

going to be about price, about

having healthy, engaged employ-

ees, or is the most important

thing that your employees to have

access to the top hospitals and

physicians?”

The most popular health plan
design offered by midsize U.S.
employers is the preferred
provider organization, offered by
47% of the employers in a survey
by Indianapolis-based United
Benefit Advisors L.L.C., an alliance
of more than 140 independent
benefit advisory firms.

The consumer-driven health
plan is the second-most popular
plan design, offered by 22% of the
12,000 middle-market employers
included in the 2012 UBA Health
Plan Survey, followed by the
health maintenance organization
(19%). Other plan types offered by
middle-market employers include
the point-of-service plan (10%),
and the exclusive provider
organization (2%).

Descriptions of various health
plan types:

PPO A plan that provides
coverage via a network of
selected health care providers
that are under contract to offer
discounted fees for services. Plan
members may seek care from
providers outside of the network
but would incur larger costs in
the form of higher deductibles,
higher coinsurance rates or
nondiscounted charges.

CDHP A plan with a large
deductible that usually includes
either a health reimbursement
arrangement or a health savings
account to cover the cost of care
provided within that deductible.
HRAs are funded by employers,
while HSAs can be financed by
employees only or by a
combination of contributions
from employers and employees. 

HMO A plan that restricts
access by providing coverage
only for care administered by
network providers. In some
cases, limited out-of-network
coverage is provided, usually in
cases of emergency or when no
network providers are available
at the time that care is needed.

POS A plan similar to a PPO that
allows employees to decide at the
time of service whether to use an
in- or out-of-network provider,
though cost of non-network
providers is almost always higher.

EPO A plan similar to an HMO
that covers only care provided by
in-network providers, with few
out-of-network benefits.

By Joanne Wojcik

UNDER REVIEW
Questions for mid-market employers’ request for proposals in reviewing
their health plans:

■ Describe all health plan designs
including coverage descriptions,
copayments, deductibles and pre-
miums.

■ Describe care and utilization man-
agement services including well-
ness, health promotion and pre-
vention, chronic disease manage-
ment, case review, second-opinion
and pharmacy benefit manage-
ment*.

■ Describe claims payment func-
tions, including how often and
how providers are paid (electroni-
cally or by check) and when
explanation of benefits are pro-
duced and sent to plan members.

■ Describe member support servic-
es, including automated enroll-
ment; toll-free call centers and
consumer engagement tools to
compare provider cost/quality,
estimate/budget cost of care; pro-
vide member outreach to encour-
age participation in behavior
change and disease management
programs; and formulary manage-

ment*. How can members access
customer service — via the
Internet, telephone or both?

■ Provide a detailed description of
the medical appeals process,
including typical turnaround time
for decisions; confirm that appeals
process complies with the health
care reform law; and indicate any
costs associated with the appeals
process.

■ Provide complete provider direc-
tories including hospitals, doctors,
labs, imaging centers, retail phar-
macies and any other ancillary
providers. How are directories
accessed — via the Internet or in
print? How often are directories
updated? Provide provider
turnover rates.

■ Explain how the plan measures
cost and quality for primary care
providers, specialists and facilities.

■ Confirm willingness to fund and
submit to an annual claims audit
conducted by an independent
third party.

*PERTAINS ONLY TO HEALTH PLANS THAT ALSO OFFER PHARMACY BENEFIT MANAGEMENT SERVICES.

MID-MARKET

BENEFITS MANAGEMENT
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Generali may buy out PPF
joint venture: Sources
■ The board of Assicurazioni

Generali S.p.A will discuss buy-

ing the 49% of a joint venture

with Czech Republic-based PPF

Group that it does not already

own, three sources with knowl-

edge of the situation said. The

proposal to buy the stake, which

analysts value at around €2.5 bil-

lion ($3.27 billion), is the first big

boardroom test for Chief

Executive Mario Greco, set to

present the result of a review of

Generali’s asset portfolio on Jan.

14. The sources said the proposal

envisaged Generali buying 25%

of the fast-growing Eastern

European joint venture from

PPF, controlled by Czech mag-

nate Peter Kellner, with an

option to buy the remaining 24%

next year.

Reuters

New Hong Kong reinsurer
begins underwriting
■ Peak Reinsurance Co. Ltd., a

Hong-Kong-based reinsurer,

began underwriting late last year.

Peak Re initially will focus on

property and casualty treaty busi-

ness throughout the Asia-Pacific

region, it said. The reinsurer,

which has an initial $550 million of

capacity, is rated A- by A.M. Best

Co. Inc. CEO of Peak Re is Franz

Josef Hahn, who has held execu-

tive roles at Swiss Re Ltd. and

Munich Reinsurance Co. The

company’s chief underwriting

officer is Eckhart Roth, formerly

global risk officer at the reinsur-

ance division of White Mountains

Insurance Group Ltd. Peak Re’s

major shareholder is Shanghai-

based investment company Fosun

International Ltd., which has a

85.1% stake.

Contributions to U.K.
pensions holding steady
■ Average combined employer

and employee contributions into

pension plans at small companies

in the United Kingdom have

remained static over the past two

years, according to a study by the

Association of Consulting

Actuaries. According to the study,

which surveyed 541 companies

with fewer than 250 employees,

average combined employer and

employee contributions into

defined contribution plans in 2012

were 9% for trust-based plans and

7.5% for contract-based plans.

These figures are the same as

those recorded in the ACA’s last

comparable survey, which was

conducted in 2010.

Nexus launches Lloyd’s
trade credit MGA

■ Nexus Underwriting Manage-

ment Ltd. has launched a Lloyd’s

of London managing general

agency, Nexus CFIS, that primari-

ly will focus on trade credit

indemnity business. Nexus said

the managing general agency is

the result of the completion of its

acquisition of Novae Syndicates

Ltd.’s credit indemnity and finan-

cial services business, which it

agreed to buy in October 2012. 

Japan’s Itochu invests 
in Lloyd’s syndicate
■ Japanese general trading com-

pany Itochu Corp. has made an

investment in multiline Lloyd’s of

London syndicate 1274, managed

by Antares Managing Agency

Ltd., a unit of Bermuda-based

Antares Holdings Ltd. The size of

the investment was not disclosed,

but a spokesman for Antares said

the stake represented a “mean-

ingful contribution” that would

help Antares meet its growth tar-

gets for the syndicate. The syndi-

cate has planned gross income of

£204.9 million ($329.3 million) for

2013, the company said.

New Zealand court rules
for directors in D&O case
■ The New Zealand Court of

Appeal has ruled that a company

director is entitled to seek reim-

bursement of his or her defense

costs under a directors and offi-

cers liability insurance policy

even where the claims against his

or her company exceed the maxi-

mum liability limits of the policy.

In late December, the Court of

Appeal overturned the first-

instance decision in the case

Steigrad v. BFSL 2007 Ltd. &

Others, which found that a statu-

tory charge in favor of claimants

created under the Law Reform

Act 1936 took precedence over

claims payable under a liability

policy. The appeal court, however,

found that the statutory charge

was not over the entire policy pro-

ceeds but the balance available

after defense costs had been paid.

China’s regulator 
to reject HSBC deal
■ China’s insurance regulator is

expected to reject HSBC Holdings

P.L.C.’s sale of its $9.4 billion stake

in Ping An Insurance to Thai con-

glomerate Charoen Pokphand

Group, media reports said. The

failure of the deal would be a blow

to HSBC and an embarrassment

to the various parties involved in

a corporate deal that was set to be

Asia’s second-largest last year.

The China Insurance Regulatory

Commission is likely to veto the

deal due to a lack of funding,

reports said. Reuters said the deal

was in jeopardy after state-

backed China Development Bank

had expressed concerns over its

financing. 

Reuters

IAS ups catastrophe
reinsurance limits
■ Insurance Australia Group Ltd.

has finalized its catastrophe rein-

surance program for 2013 with

increased limits of 5 billion

Australian dollars ($5.19 billion)

up from AU$4.7 billion ($4.88 bil-

lion), the Sydney-based insurer

announced .
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INTERNATIONAL

PROFILE: INDIA
MARKET DEVELOPMENTS
U P D AT E D  O C T O B E R  2 0 1 2

■ The Indian property/casualty
market saw a severe deterioration
in underwriting results in 2011.
Automobile business led the
decline with a 93.3% loss ratio,
due largely to inadequate third-
party liability rates.

■ In April 2011, regulators allowed
auto rate increases, including
68.5% for commercial vehicles.

■ In December 2011, regulators
announced plans to disband the
third-party insurance pool for
commercial vehicles and to
replace it with a declined risks
pool, but full details have not yet
been revealed. Loss ratios for the
pool from 2008 to 2010 are
expected to range from 172.3% to
194.2%.

■ The Insurance Laws (Amendment)
Bill 2008, which proposed raising
the ceiling on foreign investment
in insurers to 49% from 26%, has
not been fully implemented. 

■ Competition for insurance
business in classes other than
auto remains significant.
Premiums rates for property and
engineering insurance rates
average 18% to 20% of their 2006
levels under the disbanded tariff
system.

The insurance market in India is
experiencing rapid growth.
Property/casualty premiums increased
18.9% to $7.6 billion in 2011, the latest
year for which figures are available.
Often viewed as a market with great
potential, India imposes limits on
foreign ownership stakes in insurance
firms. As of March 2011, India had six
state-owned property/casualty
companies, one state-owned reinsurer
and 15 private insurers.

2011 property/casualty premiums

POPULATION

1.21 Billion

AREA

1,183,364 Square Miles

ECONOMIC RANK

10 Tenth largest worldwide

FOREIGN DIRECT INVESTMENT

2.3%
As average annual percentage of GDP, 
2006-2012

$7.6

COMPULSORY INSURANCE
■ Auto third-party liability
■ Third-party liability for

manufacturers of hazardous
materials

■ Professional indemnity for direct
brokers, reinsurance brokers,
stock brokers and mutual fund
managers

■ Aviation liability
■ Residential structures in Mumbai

NONADMITTED INSURANCE
Nonadmitted insurance is not
permitted. With a few exceptions,
Indian law requires that insurance
must be purchased from locally
authorized insurers. Exceptions
include international marine
coverage, some health care
insurance, and risks located in
special economic zones where the
premium is paid in foreign
currency.

MARKET PRACTICE
Some Indian subsidiaries of
multinational companies do not
buy local coverage when they know
they have coverage under their
global programs. Claims, however,
usually are paid as a remittance for
investment purposes. Legal
problems with claims may arise if
coverage is not purchased from a
locally admitted insurer.

TAX
Service tax on property/casualty
premiums was increased on April 1,
2012, to 12.36% from 10.3%. Service
tax is charged on providers of
services, including insurers and
reinsurers, in India. The tax is
collected from the policyholder, and
the insurer is responsible for paying
the tax to the tax authorities. Stamp
duty is also charged, but it is
usually built into the premium.

Information provided by AXCO Insurance Information Services. www.axcoinfo.com

BILL ION

MARKET GROWTH IN MILLIONS OF U.S. DOLLARS
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OPINIONS

IRS RULES 
A MODEL 

OF FAIRNESS

I
t isn’t often that we praise the Internal Revenue

Service. But praise is in order for the IRS for its recent-

ly proposed regulations dealing with part of the health

care reform law that is of the greatest importance to

employers: financial penalties that will apply if employ-

ers do not offer coverage to employees.

The challenge for the IRS was huge for a basic reason: The

Patient Protection and Affordable Care Act is anything but

clear, leaving it to regulators to make interpretations of the

law.

In this case, the IRS was up to the challenge. Its “shared

responsibility” regulations are a model of fairness.

Take the penalty of $2,000 per full-time employee that will

be imposed starting in 2014 on employers with at least 50

employees that do not offer coverage. But how is that penal-

ty to be calculated? Does it mean, as some read the law, that

if just one employee were not offered coverage that the

employer would be liable for a $2,000 penalty for every

employee?

Such an interpretation would have meant, for example,

that if an inadvertent error resulted in just one employee

not being offered coverage, a large employer — even though

it was spending tens of millions of dollars on employees’

health care benefits — would have had to pay millions of

dollars in fines.

That would not have been fair and reasonable, a point the

IRS obviously grasped in proposing that employers have to

offer coverage only to 95% of full-time employees to avoid

the $2,000-per-employee penalty.

That requirement strikes us as fair and reasonable, follow-

ing the law’s objective of encouraging employers to offer

coverage without employers living in mortal fear of being

hit with a draconian penalty for not offering coverage to one

employee. 

Other parts of the regulations also pass the fair and reason-

able test. For example, employers that operate on a controlled

group basis, in which corporate units run independently of

one another, will not face the $2,000 penalty just because

another controlled group member does not offer coverage.

There are other fair and reasonable points in the regula-

tions. That said, however, the IRS still has more health care

law regulations to write. For example, regulations still are

needed on how employers are to communicate the availabil-

ity of public health insurance exchanges and calculate an

excise tax that applies on very expensive health care plans.

We hope the model of fairness and reasonableness that is

the hallmark of these regulations is followed as regulators

develop the next batch of health care reform law rules.

MAKING WORKPLACE SAFETY 

AN ENGAGING GAME

EDITORIAL

COMMENTARY

SCHILLERSTROM

G amification is gaining increasing attention as

an employee management tool. It’s a concept

that borrows from video game mechanics

and video games’ ability to inspire players to strive

for higher point scores, and it’s gaining attention at a

time when I am also hearing that employers are

eager to boost employee engagement in a range of

workplace initiatives, including safety programs.

Gamification proponents believe it can motivate

employees to repeatedly access certain tools, such as

safety-incentive program Web pages or electronic

messages with periodic safety tips. And the modern-

day format can measure worker participation while

also being more engaging than the old-style work-

place safety posters, they say. 

“Safety posters are great, but they disappear in the

mind’s eye,” said Michael Levy, president of Dallas-

based Online Rewards, a company that provides

businesses with loyalty and incentive program serv-

ices. “You have to have something that is alive and

active in order for the brain to react to it.” 

Using the gamification concept, an employer can

create a Web page for employees depicting, for exam-

ple, a graphic representation of a bucket full of cash

that workers will receive at the end of a certain peri-

od. But every time a workplace accident is recorded

during that time period, some of that cash draws

down. 

Similar to creating fantasy football leagues, an

employer could create worker teams to compete

against each other based on certain safety success

scores. Individual and team performances could be

measured, Mr. Levy said. 

Or an employer can simply load points onto a Web

page for each day workers

complete without an acci-

dent, with the points even-

tually being redeemed for

prizes.

It strikes me as very simi-

lar to traditional safety

incentive programs where

managers hand out prizes

when employees go a cer-

tain amount of days without

an accident, I told Mr. Levy.

Gamification can help

“programitize” a safety cul-

ture, making safety more pervasive throughout an

organization, he said. 

“We are giving (safety programs) dimension and

breathing life back into them in a manner that touch-

es the audience more frequently,” Mr. Levy said.

Thus, they should produce better outcomes. 

Gamification already has been successful in retail

sales. Think of the customer loyalty programs that

reward you for spending more or when you use the

store’s credit card. There are a variety of other uses

when business want to incentivize behavior, such as

encouraging employees to participate in wellness

programs.

Because most workers are now familiar with video

games and retail store loyalty programs, they are

ready for gamification in the workplace, Mr. Levy

said. 

However, I suspect it will take time to see whether

workers set down their favorite online games to

check into the workplace safety website.
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Technology Trends & Solutions
BUSINESS INSURANCE

BY JUDY GREENWALD

T
echnology is having a significant effect on rela-

tionships between brokers and insurance buyers,

making them more efficient and ultimately per-

mitting brokers to focus less on transactions and

provide more valuable help as advisers to their clients,

say observers.

Of particular benefit is the current focus on mobile

technologies, which has been a major driver in the

business (see story, page 15).

The trend toward the use of technology is only begin-

ning and will accelerate. But despite the greater

reliance on iPhones, iPads, and other technologies in

the interaction between the broker and the insurance

buyer, technology will enhance insurance as a relation-

ship-driven business, observers say (see story, page 15).

“Technology is clearly the efficiency tool for the

future,” said Jackie Hair, executive director of risk

management for Ingram Micro Inc. in Santa Ana, Calif.

“The degree and level of accuracy that technology

tools are bringing to the risk manager lends a whole

greater level of credibility” to the information he or she

submits and “minimizes the amount of additional work

that broker has to go through,” said Ms. Hair, who works

with Kennesaw, Ga.-based consulting firm Riskonnect

Inc. as her technology adviser.

Being able to exchange information

digitally “is adding some efficiencies

to the process,” said Lawrence W.

Owens, senior manager of risk advi-

sory, corporate risk management, at

Kaiser Foundation Health Plan Inc. in

Oakland, Calif.

“The insurance industry’s been

slow to adopt technology, but I see

that changing” because of competi-

tion, said Wally Bryce, Tulsa, Okla.-

based head of sales and business

development for Arthur J.

Gallagher & Co.’s property/casualty division. 

“In the retail space, we’re just seeing an enormous

amount of activity, especially in Europe, through the

online insurance services,” said Victoria Davison,

Marsh Ltd.’s London-based chief operating officer for

the United Kingdom and Ireland.

A major factor in the drive to introduce technology is

buyers’ desire for self-service. Technology permits the

insurance buyer to process insurance certificates “24/7,”

said Ryan Headley, chief technology officer for the San

Carlos, Calif.-based Stratton Agency.

Instead of having to call their broker to add vehicles

to their automobile policies, “they

want to be able to do that them-

selves,” said Bob Schneider, Kansas

City, Mo.-based chief financial and

administrative officer for brokerage

Ascension Insurance Inc. 

It also permits the broker to build

stronger relationships with clients,

“getting ahead of their renewal

process,” said Denyce Curtis,

Woburn, Mass.-based national direc-

tor of commercial lines operations for

USI Holdings Inc.

We are starting to talk about “seam-

less integration” rather than “swivel-chair integra-

tion,” which involves, in effect, swiveling your chair to

re-enter data you have received or to check it off, said

Bruce Winterburn, Pulaski, Tenn.-based vice president

of industry relations for Vertafore Inc., an insurance

software and agent management systems provider.

Many observers also note that the use of technology

reflects a generational shift. Baby boomer risk man-

agers are starting to retire, and the incoming

Generation X is “very used to technology,” said

Deborah Smallwood, president and CEO of Boston-

based consultant firm Strategy Meets Action.

Technology advantages
■ Increased speed
■ Increased efficiency
■ Mobility
■ 24/7 access to data
■ Seamless work flow
■ Improved accuracy of

submissions
■ The broker’s ability to work in a

more valuable advisory, rather
than a transactional, capacity

Technology improving the broker, buyer relationship

Efficient/Enhanced/Engaged
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Mobile technology has played a

major role in redefining the rela-

tionship between insurance buy-

ers and brokers or agents,

observers say.

Mark Layden, chief operating

officer of University Park, Ill.-

based Applied Systems Inc., a

provider of insurance agency

management systems, said

mobile technology is “the big

topic that has kind of come out of

nowhere the last couple of years,”

and that it is growing at a rate

that will rapidly exceed the use of

stationary devices.

Emily Cummins, Washington-

based director of tax and risk

management for the National

Rifle Association, said she recent-

ly was able to check on a policy

through her secure e-portal while

hunting in Mongolia. 

Waiting to check out informa-

tion until you get back to the office

is “outdated,” said Ms. Cummins,

who also is chair of the New York-

based Risk & Insurance

Management Society Inc.’s tech-

nology advisory council. 

Meanwhile, the move toward

technology overall is likely to

accelerate. Jim Blaney,

Philadelphia-based CEO of capital

resources for Willis North

America Inc., said the industry

already has moved from the quar-

terly update meetings to monthly

conference calls “to what I believe

in the future will be real time,”

where financial information can

be updated via an app.

Five years down the road, cus-

tomers are going to demand

“more sophisticated insurance

products that are accessible on

their mobile devices,” said Julie

Zimmer, Chicago-based vice pres-

ident for sales and middle-market

segment for broker Hub

International Inc.

Brokers will be better able to

“provide value-added services

rather than just what I would call

pushing paper from one side of the

desk to the other,” said Jackie

Hair, executive director of risk

management for Ingram Micro

Inc. in Santa Ana, Calif.

By Judy Greenwald
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Mobile tools enable risk managers on the road
Technology drives real-time business transactions, enhanced services

Technology
brings brokers
closer to clients
Access to information

helps build confidence 

The development of technology

may well enhance, rather than

supplant, relationships between

brokers and insurance buyers.

“The complex and specialty risk

will always require personal

expertise,” said Emily Cummins,

Washington-based director of tax

and risk management for the

National Rifle Association.

“It will never replace in-the-

flesh relationships,” which is

“how brokers differentiate them-

selves in a competitive market,

too,” she said.

“It’s just another way of broad-

ening the way people communi-

cate,” said Deborah Smallwood,

Boston-based president and

CEO of consultant Strategy

Meets Action. 

Jackie Hair, executive director

of risk management for Ingram

Micro Inc. in Santa Ana, Calif.,

said, I’ve heard stories where risk

managers have not been able to

provide accurate information

about their own program.”

“If anything, (technology is)

going to build the relationship”

because the more accurate the

information the risk manager

will be able to provide will give

the broker “a greater sense of

confidence” in relaying that data

to the insurer. 

By Judy Greenwald

“It’s just another way of

broadening the way people

communicate.”
Deborah Smallwood,
Strategy Meets Action
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BY BILL  KENEALY

To get a sense of the future of

insurance underwriting, a look at

its current state is instructive.

Today, underwriters gather data

to evaluate exposures. What is

changing rapidly is the amount

and variety of data available for

analysis and the tools used to

aggregate and analyze the data.

Cliff Hope, executive vice presi-

dent, chief property underwriter

for U.S. property for Aspen

Insurance Holdings Ltd., said the

technology available to underwrit-

ers has come “light years during

the last 15 years.” 

The improved technology

enables them to consider a wider

array of variables and ultimately

achieve a more granular classifi-

cation of risks, said Karlyn

Carnahan, principal at New York-

based insurance advisory firm

Novarica, a unit of Novantas L.L.C.

Risks once assigned to broad

underwriting tiers such as pre-

ferred, standard and substandard

now are grouped in finer cate-

gories more specific to individual

risks. 

“The shift to multivariate rating

has really allowed micro-rating,”

she said. “It’s really a rating for

one.” 

This more exacting segregation

of risk also has made the under-

writing process more efficient,

enabling fewer underwriters to do

more work. In certain lines of

business, such as personal lines

automobile coverage, underwrit-

ing is largely an automated

process where the vast majority of

submissions are handled without

human interaction and with few

exceptions that fall outside of

business rules tagged for addi-

tional review. 

While fully automated under-

writing is more established in vol-

ume-heavy, homogenous lines of

business such as personal lines

auto, it is beginning to make

inroads on the commercial side,

Ms. Carnahan said, adding that

the increasing availability of mod-

ern underwriting systems paired

with models have catalyzed this

transformation. 

“What we are now starting to

see is fully automated underwrit-

ing for more complex lines such as

workers compensation and busi-

ness owners policies,” she said.

“Even on very complex accounts,

we are seeing analytics and scor-

ing providing valuable guidance

to the underwriter.” 

The burgeoning use of predic-

tive models in underwriting has

coincided with a broadening array

of external data streams to feed

the models, said John Belizaire,

founder and CEO of FirstBest

Systems Inc., a Bedford, Mass.-

based provider of insurance

underwriting workstations and

portals. 

Whereas underwriters once

largely depended on application

and historical data to assess a

given risk, modelers now can

blend internal data with massive

amounts of third-party data culled

from sources ranging from public

records to embedded sensors to

satellites (see related story). 

“The type of data used in the

underwriting process is changing

over time,” Mr. Belizaire said.

Yet the move to fuse data-inten-

sive technology into the under-

writing process will take longer,

said Jamie Bisker, research rela-

tionship manager of insurance at

IBM Research in Columbus, Ohio.

This is especially so of big data,

the data sets so large that they

strain traditional database and

network architectures. Mr. Bisker

said big data presents great poten-

tial for insurers, but they first

need to optimize the use of data

within their existing underwriting

mechanisms. “It’s not about hav-

ing a lot more data,” he said. “It’s

about having the right data.”

Looking ahead, competitive pres-

sures may force insurers to adopt

big data sooner rather than later,

said Scott Busse, Chicago-based

director of U.S. insurance advisory

services for Pricewaterhouse-

Coopers L.L.P.

“The tools and techniques for

the big data are already out

there,” he said. “So the ability to

look at large data sets and draw

insights from them will soon be a

differentiator for insurers.”

Ultimately, the technology

wielded by underwriters will need

to leverage and reflect the broader

technology ecosystem in which

the insurance industry operates. 

Separately and in confluence,

emerging technologies such as

cloud computing, mobile technolo-

gies and big data are fundamen-

tally altering many industries and,

in turn, the risks they pose to the

companies that insure them. 

“This is the first time in the his-

tory of the technology business

that you have multiple elements of

deep transformational change

happening at the same time,” Mr.

Belizaire said.

Increased data sources, improved tech tools aid insight into risks
WIRELESS
SENSORS 

EXPAND DATA

“What we are now starting to

see is fully automated

underwriting for more complex

lines such as workers

compensation and business

owners policies. Even on very

complex accounts, we are

seeing analytics and scoring

providing valuable guidance to

the underwriter.”
Karlyn Carnahan, 
Novarica

The advent of inexpensive, wire-

less sensors installed in every-

thing from buildings to bridges

has the potential to fundamental-

ly shift the nature of underwriting

and insurance. 

Also known as the Internet of

Things, ubiquitous, networked

sensors can furnish underwriters

with a continuous data stream to

better assess risk. 

The most prominent manifesta-

tion of insurers relying on sensor

data is telematics, which pairs

data from mobile devices

installed inside insured vehicles

with sophisticated statistical

analysis. 

Accordingly, auto insurers can

deliver products based on actual

policyholder behavior, as opposed

to assumptions derived from

other predictive data points such

as driver age or credit scores. 

A 2012 report from the insur-

ance practice at Pricewaterhouse-

Coopers L.L.P. predicts the use of

such sensor data eventually may

transform the commercial insur-

ance model, as underwriters

become less concerned with

assigning a price to risk and

leverage sensor data to “focus on

providing customized, flexible

products and value-added servic-

es that involve working with the

clients to proactively avoid or

reduce losses and manage risks.”

By Bill Kenealy

COMMERCIAL INSURERS 
ADDING AUTOMATED UNDERWRITING

VOLUME: Data sets available for analysis can now contain terabytes, or even petabytes,
of information and overwhelm traditional database architectures. 

VELOCITY: Information that underwriters, actuaries and claims professionals need to
improve their business processes has to be available in real time.

VARIETY: Big data comes in both structured and unstructured forms and a bewildering
variety of mediums including text, sensor data, audio and even video.

VERACITY: The size, variety and number of sources of big data will put a huge premium
on data quality and data hygiene for insurers.

BIG
DATA
BIG

ISSUES

The Big Data era
will challenge
insurers in four
primary ways
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BY BILL  KENEALY

The potential of technology to

alter long-standing business mod-

els is becoming apparent as large

insurance brokers leverage data

they handle in the placement

process and, as a result, redefine

the nature of their relationships

with clients and insurers.

As the intermediary between

clients and insurers, brokers his-

torically have had substantially

more data than even the largest

insurers, said Claude Yoder,

Hartford, Conn.-based head of

global analytics for Marsh Inc.

What has changed in recent

years is the ability and willingness

of brokers to avail themselves of

better data aggregation and ana-

lytic tools. Unlike primary insur-

ers, which may have legacy tech-

nology systems that complicate

their efforts to employ emerging

analytic technologies, the smaller

technology footprint of insurance

intermediaries means that they

may be able to leverage data soon-

er rather than later, Mr. Yoder said.

“People now realize better deci-

sions are possible if people can

harvest the data and then harness

the power of it through analytics,”

he said.

Alastair Swift, London-based

CEO for global placement at

Willis Group Holdings P.L.C., said

its WillPlace online placement

tool captures data in the place-

ment workflow before feeding it

into algorithms that help match

client risks and insurers. 

“As far as we are concerned,

data and analytics are the corner-

stone of our client proposition,”

Mr. Swift said.

Much of the impetus for creating

a datacentric placement mecha-

nism was at the behest of clients,

Mr. Swift said, noting that analyt-

ics provide an audit trail that

clients can show their boards and

financial departments when

explaining why they chose to

place business with one insurer

over another.

“Previously, you had to trust

that the broker made the right

choice,” Mr. Swift said.

Julie Zimmer, Chicago-based

vice president of sales and mid-

dle-market practice leader at Hub

International Ltd., said the

increased use of data and analyt-

ics by intermediaries in many

ways reflects insurers’ evolution

from broadly defined underwrit-

ing tiers to more granular, cus-

tomized policies.

“Because insurance companies

are getting so much more forensic

with their data, brokers now have

to be more proactive about target-

ing risks that they want to write,”

she said. “Before, it was more

relationship driven, and it always

will be to a certain extent, but now

we are getting more strategic

about distribution,” she said.

Stephen Cross, Dublin-based

CEO of Aon Global Risk

Consulting, also sees the influx of

data fundamentally altering the

nature of how brokers conduct

business, shifting the role from a

transactional one to one predicat-

ed on offering strategic advice.

“The data is helping us evolve,”

Mr. Cross said. “The old way was

based on gut feel and intuition.

The new way is to complement

our market knowledge and experi-

ence with real-time facts.” 

H. David Wood, Phoenix-based

executive vice president and head

of insurance operations at Wells

Fargo Insurance Services USA

Inc., said synthesizing data sci-

ence with the traditional skill set

of brokers is becoming imperative.

“What we now need to do is to

take the strong part of that busi-

ness and marry it with technology.

It will be magic if we get it right,”

Mr. Wood said.

Mr. Cross said he foresees the

historic, linear relationship of bro-

kers as intermediaries between

clients and insurers giving way to

a tripartite relationship, where

there is more direct connectivity

between clients and the market.

“There’s a new breed of broker,”

he said. “The carriers are becom-

ing far more scientific, and so

are we.”

Likewise, Mr. Swift predicts a

greater need for brokers-as

analysts rather than straight

transactional brokers as interme-

diaries shift toward a more consul-

tative model.

“The very nature of broking will

start to change for certain sizes of

business,” he said. “You are going

to have to have people that under-

stand data and how it drives

cycles.” 

Given the wider use of analytics

inside and outside the insurance

i n d u s t r y ,

those that

downplay the speed and nature of

this change do so at their own

peril, Mr. Cross said. 

“It’s a profound shift, but we

have a view that this is something

that our clients desire,” he said. 

Ms. Zimmer agreed that the

biggest risk surrounding the use

of data by brokers is ignoring it.

“This is one of those things

where you don’t need to be an

early adopter, but you can’t have

blinders on about the world

changing,” she said.
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Enjoy the NEW Business Insurance® 
in our new interactive TABLET app

Subscribers, scan the QR Code with your iPad or visit 
www.businessinsurance.com/ipad to download the FREE 
app and log in to start receiving your copies of each 
new tablet edition of Business Insurance. 

Not a subscriber? Download the app and try out a free 
sample, purchase single copies and learn the benefits  
of being a Business Insurance subscriber.

NEW INTERACTIVE TABLET EDITION*
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Data management helps brokers deliver better service
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BY SHEENA HARRISON

I
nsurance buyers are seeing faster quotes and

improved customer service as insurers push to

upgrade their policy administration and billing sys-

tems. However, the cost and time involved with

switching to new systems has left some insurers reluc-

tant to bring their technology up to speed.

There has been a push in recent years for

property/casualty insurers to invest in new policy and

billing systems to update technology that often  is

decades old, experts say. 

Each year, about 5% to 10% of all domestic insurers

look at upgrading their systems, though not all of them

decide to invest in the technology, said Donald Light,

San Francisco-based director of the Americas proper-

ty/casualty practice for Celent L.L.C., which is part of

New York-based Marsh & McLennan Cos. Inc.’s Oliver

Wyman unit. That level of interest has increased dur-

ing the past several years, he said.

Customer service is a driving factor for insurers to

look at upgrades, said Gino DiGregorio, partner in the

insurance practice for North America for Dublin-

based Accenture P.L.C. For instance, quotes for com-

mercial insurance lines can be turned around days

faster compared with policy systems that were devel-

oped 20 years ago.

“We think the best-of-breed carriers are (quot-

ing) instantly or within 24 hours,” Mr.

DiGregorio said. “So if you apply for a

workers (compensation) policy, they’ll

issue it the next day. So it’s a pret-

ty dramatic change.”

Additionally, older policy

and billing technology

often requires information technology personnel to

rewrite software programming codes to allow insurers

to make underwriting or coverage changes, said Chad

Hersh, a partner in the insurance practice at New York-

based research and advisory services firm Novarica

(see story below).

That process can be labor- and time-intensive, and

often hinders insurers from making policy changes

that could make them more competitive, Mr. Hersh

said.

“If you’re in specialty lines, this stuff is absolutely crit-

ical, because you’ve got to be able to come up with new

products that couldn’t possibly have been foreseen by

the older systems,” he said.

By updating the programming process and speeding

turnaround times, insurers can become more efficient

and ultimately offer savings to customers, experts say.

“As a policyholder, most typically the biggest benefit

is in improved service levels,” Mr. Hersh said. “So more

accurate quotes, more accurate renewal quotes, less

paperwork. In many cases, a lot of things can be done

online or done automatically.”

Mountain States Insurance Group Inc. of

Albuquerque, N.M., hopes its new $6 million system will

allow the company to better serve its customers. The

company writes workers compensation, commercial

auto, inland marine and other commercial lines, and

has 6,300 enforced policies.

Mountain States President and CEO William Davis

said the company had been using a policy administra-

tion and billing system that was nearly 40 years old.

Changes to the system usually required Mountain

States’ IT professionals to rewrite the system’s pro-

gramming code.

“If we wanted to do any kind of new product rate

changes (or) new forms, IT became a backlog and was

an impediment to us doing those things,” Mr. Davis

said. “We were very slow and reluctant to make

changes to make our products more competitive.”

Last summer, Mountain States decided to install

Accenture’s Duck Creek commercial policy software

suite, and the first part of the upgrade is expected to be

complete by March. Along with making the company

more efficient, Mr. Davis said the upgrade will allow

Mountain States to provide electronic billing and email

policy documents to customers — both of which previ-

ously were done by mail.

Not all insurers are willing to make the investment to

improve their technology, Celent’s Mr. Light said. For

commercial insurers, the process of upgrading can cost

at least $2 million to $3 million and can reach up to $10

million or more, he said. Meanwhile, initial rollout time

can stretch as long as 12 to 18 months, depending on

how many lines of business an insurer writes and the

number of states in which it works.

Additionally, insurers should be prepared to work

with their technology vendor for years after installa-

tion as the system needs periodic updates, Mr. Light

said.

“It’s not just you buy a bright new shiny system and

everybody’s happy,” he said. “It really is a 10- (to) 15-

year relationship.”

The time and cost are worth it for companies that

want to make sure they’re competitive in a

changing insurance market, experts said.

“The cost of us not upgrading is far

greater than any cost we’ll spend

on implementing a new sys-

tem,” Mountain States’ Mr.

Davis said.

INSURERS WITH RESOURCES GAIN EDGE
WITH BIG INVESTMENTS IN TECHNOLOGY

Insurance technology

experts say “configurable”

policy administration and billing

systems are the latest trend in indus-

try technology, helping speed program-

ming updates for such systems.

Older systems are typically known as “customiz-

able” systems, which require programmers to rewrite

the system’s core programming code in order to make sim-

ple policy changes and other system updates. Newer systems

often are “configurable,” meaning that policy or billing changes

can be made to the system without altering the system’s central pro-

gramming.

“If you think about ... Microsoft Office, you can heavily customize the way

those programs look,

feel and work, but you don’t

actually touch the code of the sys-

tems,” said Chad Hersh, a partner in

the insurance practice at New York-based

research and advisory services firm Novarica.

Configurable systems allow information technolo-

gy professionals to make faster changes to insurance

technology systems, and can sometimes allow non-IT person-

nel to make simple updates without help from IT professionals.

“It’s just faster, easier, cheaper to go the configuration route

rather than the customization route,” said Donald Light, San Francisco-

based director of the Americas property/casualty practice for Celent L.L.C.

By Sheena Harrison

High cost of system upgrades deters some companies

“If you’re in specialty lines, this stuff is absolutely

critical, because you’ve got to be able to come up with

new products that couldn’t possibly have been

foreseen by the older systems.”
Chad Hersh, Novarica

‘CONFIGURABLE’
THE CUTTING EDGE
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BY BILL  KENEALY

T
raditionally a labor-intensive manual

process, no operational aspect of the

insurance industry benefits more from

technological innovation than the

claims process. 

Presently, insurance companies and brokers

can leverage advances in claims-processing sys-

tems and ancillary mobile and analytic tech-

nologies to fundamentally remake the way they

receive, process, investigate and pay claims (see

related story).

However, this bounty of technology options

has not automatically triggered a stampede

to revamp claims operations for their own

sake, said Karen Pauli-Bradshaw, Boston-

based research director for the insurance

practice at CEB Tower Group. Rather, the

prolonged soft market and flagging invest-

ment income renewed the industry’s focus on

expense control.

With claims being a primary customer inter-

face, however, evolving standards of customer

service may have convinced many companies

to upgrade.

“Claims executives resisted technology hard-

er than any group I had seen. But once modern

core claims systems went in, they started to

see the improvement in their organizations,”

Ms. Pauli-Bradshaw said.

The configurable nature of modern claims

systems give claims organizations the flexibili-

ty to fashion a system to adhere to their unique

claims practices and business rules, Ms. Pauli-

Bradshaw said. With readily adaptable systems

in place, claims departments find that they can

“move the needle” on metrics surrounding

financials and customer service, she said.

Moving to a modern claims-processing and

management system is often the precursor to

even larger changes, after the system is aug-

mented with predictive models and advanced

analytics. Claims departments can use the

models on the front end of the claims process

to optimize workflows and adjuster assign-

ments and on the back end to detect fraud and

flag claims for subrogation.

In 2011, Chicago-based CNA Financial Corp.

implemented a fraud-detection framework

developed by Cary, N.C.-based SAS Institute

Inc., said Tim Wolfe, Phoenix-based assistant

vice president for CNA’s special investiga-

tions unit.

Mr. Wolfe said the addition of the predic-

tive models and link analysis tools has

helped his team home in on fraudulent social

networks. For example, seemingly disparate

cases of workers compensation fraud may

share a common doctor or lawyer, a linkage

that may escape even the most diligent

adjusters, he said. 

Thus far, the models have produced an 18%

“hit rate” of suspicious claims across CNA’s

four lines of business, with the hit rate for the

workers comp line at 30%, Mr. Wolfe said.

While all these claims will not turn out to be

fraudulent, the models go a long way toward

separating the wheat from the chaff, he said.

“These are not claims referred to by an

adjuster,” he said. “If it wasn’t for the model,

we would not be reviewing these claims.”

The upshot, Mr. Wolfe said, is a sea change in

how a special investigative unit operates, as

well as the types of people within it. While spe-

cial investigative units traditionally were

staffed largely by experts with investigative

and law enforcement backgrounds, Mr. Wolfe

said workers with mathematics and quantita-

tive analysis expertise now are in demand.

“We are looking for people with an entirely

different background than what we typically

look for,” he said, noting the insurer has hired

nurses and people familiar with diagnostic and

billing codes to spot fraud in medical cases.

“We want people who bring different skills to

the table because of the complexity of the

cases,” he said.

Stuart Rose, global insurance marketing

manager at SAS, a business analytics and tech-

nology provider, said detecting linkages at

many of the supplemental medical-services

firms such as pharmacy, physical therapy and

transportation providers is also a rich vein for

fraud modelers to tap.

Joe Friscia, Boston-based president of the

Americas at fraud modeling provider BAE

Systems Detica said insurers are profiting

from advances in the speed with which analyt-

ic models are computed because faster com-

puter hardware and improved data architec-

tures mean that complex predictive models

can run in near-real time.

Accordingly, insurers now have the ability to

move the use of analytics further up in the

claims process, even as soon as first notice of a

loss, he said.

Another boon to the analytics marketplace

was the defense buildup of the past decade as

the government spent money on cutting-edge

link analysis tools to identify terrorist net-

works. Variations of these tools now are avail-

able in the commercial market, Mr. Friscia

said, noting that his firm is owned by defense

contracting giant BAE.

Using these tools, insurance claims investiga-

tors can analyze complex claims to identify

deviations from standard practice and eluci-

date connections between parties.

“The data tells a story,” Mr. Friscia said.

But prolonged soft market has kept many companies from upgrading

London broker
adds tailored
claims system
Tyser project aims

to transform business

The prospect of providing a dif-

ferentiated level of customer

service through technology was a

motivating factor for a recently

completed overhaul of the claims-

processing and management

systems at London-based insur-

ance and reinsurance broker

Tyser & Co. Ltd., said Edward

Slade, the company’s chief infor-

mation officer.

Rather than selecting an off-the-

shelf solution, Tyser opted to cre-

ate a bespoke claims system from

existing best-of-breed document

management and workflow com-

ponent technologies, Mr. Slade

said.

“We didn’t set out to build our

own, but we couldn’t find any-

thing out there that met our

requirements,” he said. “Claims

in the Lloyd’s of London market

are quite complex, and we wanted

a common system.” 

The increasing viability of cloud-

based components also accelerat-

ed the development, he said. 

“We are fairly comfortable with

the cloud. For us, for a number of

years now, cloud computing has

been at the forefront of how we

operate,” he said.

Because the project was an

attempt at business transforma-

tion, the ultimate business users

of the system were intimately

involved in the new system’s

development, Mr. Slade said. 

“One thing that made a massive

difference is that our claims peo-

ple really wanted this to happen,’’

he said. “We had their engage-

ment and buy-in.”

By Bill Kenealy

Claims process benefits
from technological innovations

“One thing that made a massive

difference is that our claims

people really wanted this

to happen. ”
Edward Slade, Tyser & Co. Ltd.
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Q
What’s your assessment of the
commercial property/casualty

market and where do you see it
going in 2013? Do you think the
firming in pricing is likely to con-
tinue in 2013?

A
I think market opportunity is

good, if you have the right focus

in terms of product, if you know

your distribution so that you can

broadly see the business in those

product areas, and if you have

innovation skills that allow you to

help clients deal with the change

they’re seeing. The opportunity

will not be the same for every com-

pany, and all boats will not rise in

this market. I think the firming in

pricing is likely to continue. 

In September, we saw prices —

for the first time since I joined the

company — increase across the

board. I see that trend continuing

through 2013. 

Q
What’s the outlook for the sur-
plus lines market in 2013?

A
I think the market will contin-

ue to grow in 2013. The reason

it will continue to grow — and I’m

bullish about the market, the sur-

plus lines market in particular —

is because I do think the appetite

will shrink in the U.S. admitted

market because of their quest for

return on equity in a low-interest-

rate environment. Also, I think

Superstorm Sandy has shown

that markets want to avoid volatil-

ity in 2013 because of what it does

to returns.

Q
Where does Ironshore see
growth opportunities?

A
Our business is pretty well

diversified. Twenty-five per-

cent of our business is property,

20% of our business is what we

call short-tail lines — and that’s

pretty much emanating out of our

Lloyd’s business — and the rest is

casualty. I see opportunity in all

the lines we’re involved in in 2013.

In September, we recorded rate

increases across our entire port-

folio, and I expect to see that con-

tinuing through 2013. Our prod-

ucts are very highly focused and

specialized. We’re not in the com-

modity product game. We’re not

in workers compensation; we’re

not in the commercial automobile

business.

Q
In the area of public policy, are
you concerned about the possi-

bility that the federal terrorism
insurance backstop won’t be
extended?

A
We write our terrorism portfo-

lio through our Lloyd’s plat-

form. Whether or not the federal

backstop isn’t renewed really

doesn’t impact us. We think

there’s enough uncertainty in the

market regarding that, that it

actually might create opportunity

for us. 

We are looking to expand our writ-

ings in the U.S. terrorism market

and have taken a few steps to do

that.

Q
Any thoughts on the effect of
Superstorm Sandy?

A
Obviously, Sandy is a major

loss. Depending on how you

count it or project it, it’s either the

second- or third-largest insured

loss that the industry has faced. I

think, on balance, the industry

has faced it quite well. It’s provid-

ed clients with liquidity without

the insurers having to raise capi-

tal. I think the industry has per-

formed as one would hope it

would. It’s been the first respon-

der for policyholders.
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Kevin H. Kelley is CEO of

Ironshore Inc. Before

joining Ironshore in 2008,

Mr. Kelley served as

chairman and CEO of

American International

Group Inc.’s Lexington

Insurance Co. unit. He

recently spoke with Senior

Editor Mark A. Hofmann

about the state of the

property/casualty

insurance market and the

outlook for the surplus

lines segment of the

market. Edited excerpts

follow.

KEVIN H. KELLEY

CEO OF IRONSHORE INC.

Professional Moves & Promotions

BROKERS

Aon Risk Solutions Christian Wise

Aon Risk Solutions Karen Cangemi

HW Wood Ltd. Stuart Rouse

Marsh Inc. David Carlson

REINSURANCE

Cooper Gay & Co. Ltd. David Yip

Holborn Corp. Simon Hudson

BENEFITS CONSULTANTS

Aon Hewitt Garry Spinks

Mercer L.L.C. Pam Jeffords

INSURERS

Mitsui Sumitomo Neil Marking
Insurance Underwriting at Lloyd’s Ltd.

Mitsui Sumitomo Jonathan Wye
Insurance Underwriting at Lloyd’s Ltd.

Sparta Insurance Co. Mario Chiappetti 

W.R. Berkley Corp. Kenneth J. Berger

C O M I N G S  &  G O I N G S

UP CLOSE: KRISTINA WINTERFELDT
BROOKFIELD, WIS.-BASED AREA PRESIDENT

FOR ARTHUR J. GALLAGHER & CO. 

PREVIOUS POSITION: Itasca, Ill.-based
captive director for Artex Risk Solutions Inc.,
a wholly owned subsidiary of Arthur J.
Gallagher & Co.

GOALS FOR NEW POSITION: To support
my team in growing our business both
organically and through acquisitions,
strengthening our brand and taking care of
our customers.

INDUSTRY OUTLOOK: The competitive
environment for workers compensation insurance that
Wisconsin employers have enjoyed is changing. It will
provide opportunity to other carriers to compete in this
market and challenges to employers who are already
facing concerns regarding health care. 

BEST THING ABOUT A BAD ECONOMY: Those who
survive have the opportunity to emerge stronger than
when it began.

FIRST EXPERIENCE IN JOB MARKET: Was chasing
down an interview at Arthur J. Gallagher, the one major
brokerage firm in the insurance industry that wasn’t

focused on hiring college graduates outside
their intern program. My persistence paid off.

ADVICE: Happiness is a choice, not a
circumstance.

OUTSIDE THE INDUSTRY, A DREAM

JOB: Something that involves food, isn’t on
nights or weekends and maintains the social
aspect central to a meal. If someone wanted
to pay me to cook for them while teaching
them about the food, its origin and the

techniques to prepare a particular dish and then share it
with them, I would be up for the task.

HOBBIES: Seeking out new experiences. I love to learn
about new things and share them with others.

FAVORITE MEAL: While cooking is my passion, my
favorite meal is one prepared alongside a foodie friend, in
their kitchen or mine, preferably with a glass of wine and
some taste testing along the way.

EMAIL OR PHONE, AND WHY: Definitely the phone
because it gives you the opportunity to learn more than
you originally intended.

Visit www.businessinsurance.com/ComingsandGoings for a full list of this week’s
personnel moves and promotions. Check our website daily for additional postings and
sign up for the weekly email.

Business Insurance would like to report on senior-level changes at commercial insurance
companies and service providers. Please send news and photos of recently promoted,
hired or appointed senior-level executives to: Anna Gaynor, Business Insurance,
150 N. Michigan Ave., Chicago, Ill. 60601-7524. agaynor@businessinsurance.com.

IRONSHORE CEO DISCUSSES
SURPLUS LINES

Obviously, Sandy is a major loss. Depending on how you

count it or project it, it’s either the second- or third-largest

insured loss that the industry has faced. I think, on balance,

the industry has faced it quite well. 
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National Interstate

adds coverage option

for fuel distributors

National Interstate Insurance Co. has

added a new traditional coverage option.

The program, effective Jan. 1, will com-

plement its captive fuel distribution busi-

ness to include a traditional insurance

program, the specialty property/casualty

insurance subsidiary of National Inter-

state Corp. announced in a statement. The

coverage will offer residential propane

and fuel dealers auto liability, general lia-

bility, auto physical damage, workers com-

pensation, property and excess umbrella

coverages. Crime and inland marine cov-

erages are available on request.

“This new traditional program gives

us an excellent opportunity to expand

our current captive business in this mar-

ket segment,” said Jim Parks, vice pres-

ident of National Interstate Insurance,

in a statement. “We are also looking for-

ward to partnering with retail fuel dis-

tribution producers in delivering a best-

in-class insurance and risk management

program.”

For more information, contact Jerald

Hess, product manager, at 800-929-1500,

ext. 1120, or jerald.hess@natl.com.

Willis Energy facility

covers decommissioning

of oil, gas platforms

Willis Energy has introduced an insur-

ance facility covering the process of

decommissioning offshore oil and gas

platforms.

Its new offshore dismantling and

removal insurance facility focuses on

risks specific to these projects, including

contractual liability exposures as well as

seepage, pollution and contamination

risks, said the division of Willis Group

Holdings P.L.C. in a statement.

“Dismantling and removing large off-

shore platforms, particularly those locat-

ed in inhospitable environments, is a seri-

ous operational and logistical challenge,”

said Chris Dear, managing director of

Willis Energy, in the statement. “But

increasingly, legislation compels compa-

nies to do this. As a result, energy com-

panies face a number of significant risks,

including seepage and pollution and com-

plex contractual liabilities.”

The policy can cover the removal of one

platform, as well as all structures and

related property in a field, including sub-

sea equipment and pipelines. Coverage

will be subject to a minimum per-occur-

rence deductible ranging between

$500,000 and $750,000, and premiums will

be based on individual projects.

For more information, contact David

Hallows, executive director at Willis

Energy, at david.hallows@willis.com.

Eagle Ocean Agencies

launches P&I facility

for U.S. brownwater

Eagle Ocean Agencies Inc. has

launched a fixed premium protection and

indemnity facility for the U.S. brownwa-

ter sector. 

Eagle Ocean America, the facility’s

trading name, is meant to provide pri-

mary insurance coverage for U.S. domes-

tic operators who normally purchase lia-

bility insurance from fixed-premium

commercial underwriters instead of

mutual P&I clubs, the company

announced in a statement.

The program offers coverage for vessel

operators against third-party liabilities

during commercial operations, including

responsibility for death, injury or illness

of crew or passengers, cargo loss or dam-

age, and pollution.

The facility is supported by Torus

Insurance (U.K.) Ltd.

For details, contact Joe Hughes, chair-

man and CEO, Eagle Ocean Agencies Inc.,

at joehughes@eagleoceanmarine.com.

MARKET PULSE

JLT launches

multiline executive,

corporate coverage

London-based insurance

brokerage Jardine Lloyd

Thompson Group P.L.C. has

created a multiline, multiyear cov-

erage combining executive and cor-

porate liabilities for companies in

the United Kingdom.

The executive defense insurance

product has a two-year policy peri-

od and combines coverage for

employment practices liability,

directors and officers liability and

pension trustee liability, JLT said in

a statement.

The coverage will be underwrit-

ten by AIG Europe Ltd., a unit of

American International Group Inc.

In the statement, JLT said it

developed the coverage partly in

response to a 2012 survey by Lon-

don-based Airmic that revealed

that the majority of respondents

had taken on additional responsi-

bilities in their jobs without addi-

tional resources.
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BMS opens Sydney office,
expands wholesale team

BMS Group Ltd. has opened its first Asia-Pacific

office in Sydney, the London-based broker announced. 

Glenn Kerr, formerly of Aon Benfield, will head the

office, joining the BMS wholesale team led by Chief

Executive Nick Cook.

Mr. Kerr will be responsible for leading the contin-

ued growth of BMS’ wholesale and facultative busi-

ness in the Asia-Pacific region, according to BMS. Pre-

viously, he was a facultative broker at Aon Benfield.

“The opening of our Sydney office demonstrates

BMS’ commitment to expanding the global whole-

sale division and further enhances our product offer-

ing to our clients,” said Mr. Cook in a statement.

“Strategically, Asia-Pacific is fundamental to our

growth plan, and, under Glenn’s leadership, we look

forward to building our platform in the region.” 

Arthur J. Gallagher acquires
mid-market benefits brokerages

Itasca, Ill.-based Arthur J. Gallagher & Co. has

acquired a pair of mid-market brokerages to bolster

its employee benefits operations.

Gallagher said it has acquired Atlanta-based Argus

Benefits and Indianapolis-based Gardner & White

Corp. Terms of the deals were not disclosed.

According to Gallagher, Gardner & White will main-

tain its regional offices in Indianapolis, Dublin, Ohio,

and St. Paul, Minn., under the direction of William

Ziebell, executive vice president of Gallagher’s

employee benefit consulting and brokerage operations

for the North Central region. Argus Benefits will main-

tain its offices in Atlanta and Jacksonville, Fla., under

the direction of David Ziegler, Gallagher’s executive

vice president of employee benefit consulting and bro-

kerage operations in the Eastern region.

Global Aerospace opens in Cologne,
hires consultant to head branch

Global Aerospace is opening an office in Cologne,

Germany, to develop business throughout northern

and eastern Europe.

Joerg Jakobs will head the office, joining Global

Aerospace from Kairos Consulting GmbH, a special-

ist aviation insurance and reinsurance intermediary

he founded in 2003, the London-based aviation insur-

er said in a statement.

“Our German branch complements and strengthens

our network in Europe, and I am delighted that it will

be led by someone of Joerg’s caliber and professional

standing,” said Nick Brown, Global Aerospace group

chief executive, in the statement. 

USI expands in Phoenix
with brokerage acquisition

USI Insurance Services is acquiring Wick Pilcher

Insurance Inc., an independent insurance agency

based in Phoenix. Terms of the deal were not disclosed.

Formed in 1992, Wick Pilcher Insurance provides

comprehensive employee benefits, commercial and

personal insurance programs to middle-market firms.

Wick Pilcher will be combined with the existing USI

office in Phoenix. Based in Briarcliff Manor, N.Y., USI

operates approximately 100 U.S. offices.

Cloud computing speeding up software innovation

HOW DOES
IT WORK?

BILL

KENEALY

TECHNOLOGY

T
echnology trends such as

cloud computing and “appifi-

cation” are changing the fre-

quency and speed of develop-

ing software and, in turn, the

way technology providers deliv-

er those features to insurers and

risk managers. 

Kathy Burns, Chicago-based

CEO of Aon eSolutions, which

provides cloud-based and on-

premises software to risk man-

agers, said her firm’s embrace of

the cloud has accelerated the

process of innovation. Instead of

needing to push updates to sepa-

rate clients that may be running

separate versions of the on-prem-

ises software, cloud-based appli-

cations allow automatic changes,

Ms. Burns said. 

“We provide cloud-based solu-

tions to risk managers and it

enables us to do more for them

more quickly,” she said. “If we

create a great report or piece of

analytics or a new module for a

client, I can then make it accessi-

ble to our broader client base.” 

Brian Vannoni, San Francisco-

based director of product mar-

keting for Guidewire Software

Inc., said the firm wanted a hybrid

model blending the best attributes

of on-premise and cloud-based

software. In October, it launched

Guidewire Live, a series of hosted

applications intended to augment

the functionality of the Foster City,

Calif.-based company’s underwrit-

ing, policy administration, billing

and claims systems.

The advent of the cloud and

app-driven development has

freed business units to adopt new

technology without taking the

time to involve the information

technology department, Mr. Van-

noni said. “Previously, the cycle

time for technology-based inno-

vation was so long that it stifled

business innovation,” he said.

Ms. Burns said the advance of

technology will help risk mangers

shift their focus from the tactical

concerns around data aggrega-

tion to broader, strategic goals.

“Historically, risk mangers have

thought more about technology to

help them with the efficiency of

their processes,” she said. “Now

that the process-oriented tools are

more firmly in place, they want to

spend more time evaluating and

understanding data that they can

use to drive down their total cost

of risk. It’s becoming more about

what you can do with data.”
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Marsh acquires two
Midwest companies

Marsh & McLennan Agency

L.L.C., a subsidiary of Marsh Inc.,

has acquired two Midwest compa-

nies.

The Troy, Mich.-based employee

group benefits consulting and bro-

kerage firm McGraw Wentworth

Inc. offers brokerage and benefits

consulting services to midsize

companies in a broad range of

industries including manufactur-

ing, automotive supply and finan-

cial services, as well as nonprofits,

public schools and local municipal-

ities. The company recorded

approximately $15 million in annu-

al revenue in 2012, according to a

statement released by Marsh.

Terms of the sale were not dis-

closed.

“With this transaction, we will be

able to offer greater resources and

a broader platform to serve the

needs of our clients throughout the

region and country,” Bill Jeatran,

Minneapolis-based CEO of Marsh

& McLennan Agency’s upper Mid-

west region, said in the broker-

age’s statement. 

McGraw Wentworth’s 72 employ-

ees will continue to work from the

company’s office in Troy, and will

report to Marsh & McLennan

Agency’s offices in Minneapolis.

The announcement came a few

days after Marsh & McLennan

announced it had acquired Lis-

comb Hood Mason Co., an insur-

ance agency in Duluth, Minn. 

While financial terms of the

transaction were not disclosed, the

statement reported Liscomb Hood

Mason’s employees and leader-

ship, including its President Larry

Sumbs, will join Marsh & McLen-

nan and operate as part of its

upper Midwest region based in

Minneapolis.

Arch revamps
Canadian units

Arch Capital Group Ltd. has

grouped its Canada operations

under a new operating subsidiary,

Arch Insurance Canada Ltd.

Since 2005, Arch Canada was a

branch of Arch Insurance Co., a

U.S.-based affiliate. Now the insur-

er’s headquarters are based in

Toronto with two branches in

Montreal and Vancouver, while

Arch Title, a division of Arch

Canada, has offices in Calgary. 

Zurich transfers
Eagle Star portfolio

As part of its strategy to exit its

noncore businesses, Zurich Insur-

ance Co. Ltd. will transfer the port-

folio of its U.K.-based subsidiary

Eagle Star Insurance to River-

Stone Insurance (UK) Ltd.

Structured as a reinsurance

agreement, the deal transfers

Eagle Star’s general insurance

portfolio, which predominantly

contains U.S. asbestos, pollution

and health risks written from the

mid-1940s to the mid-1980s, from

Zurich to RiverStone.

The transaction, which is subject

to regulatory review and court

approval, will transfer $273 million

in undiscounted gross liabilities

and is expected to release $340 mil-

lion of capital within two years,

Zurich said in a statement.

The deal is part of Zurich’s wider

effort to free up and redeploy $1.5

billion of capital by 2015, Zurich

said in a statement

Segal incorporates
fiduciary practice

The Segal Group Inc. has incor-

porated its fiduciary liability insur-

ance practice as Segal Select Insur-

ance Services Inc., the consulting

firm said. 

Brian Smith has been named

chief operating officer of the insur-

ance brokerage subsidiary, Segal

said in a statement.

Previously, Mr. Smith was senior

vice president and national

fiduciary insurance practice

leader.

“Over the past 10 years, the prac-

tice has grown well beyond its

original mission: assisting joint

labor-management benefit plan

boards of trustees to obtain fidu-

ciary insurance and fidelity bond

coverage under the statutory pro-

visions of the Employee Retire-

ment Income Security Act,” said

Mr. Smith in a statement.

“We have added expertise in pro-

viding employment practices lia-

bility insurance and cyber liability

coverage, and we have expanded

our client base to provide insur-

ance risk consulting services to

public sector plans,” he said.

Segal Select Insurance Services

is headquartered in the Segal

Group’s New York office.
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The International Insurance Society Salutes the 
2013 Insurance Hall of Fame Laureate

ROBERT H. BENMOSCHE
President and Chief Executive Officer

AIG, USA

Please join us in honoring Robert H. Benmosche 
at the Insurance Hall of Fame Awards Ceremony and Gala Dinner on Monday, June 17, 2013 

during the IIS 49th Annual Seminar at the Grand Hyatt in Seoul, Korea, June 16 – 19. 

With appreciation to Deloitte & Touche for conducting the official balloting of the Insurance Hall of Fame.

INNOVATORS, VISIONARIES AND LEADERS

The Insurance Hall of Fame Award is the highest honor in insurance and is presented by the International Insurance Society to 
insurance leaders who have made an outstanding, encompassing and lasting contribution to the insurance industry, thereby 

affecting a substantial influence on the ability of the industry to serve society. Laureates are recognized as having been 
dominant and successful leaders, innovators and visionaries. 

To learn more about the Insurance Hall of Fame Laureates, we invite you to visit the Insurance Hall of Fame museum at 
the University of Alabama, the Claire and Joseph Smetana Gallery at St. John’s University and our website 
www.InsuranceHallofFame.org. To register for the IIS 49th Annual Seminar, visit www.IISonline.org/seoul.

Contribute to the continued excellence and diversity of the Insurance Hall of Fame by submitting 
your nomination for the 2014 award at www.InsuranceHallofFame.org.

20130114NEWS---0022,0023-NAT -CCI-BI_--  1/10/2013  3:52 PM  Page 2



AG
EN

CY
M

A
N

A
G

EM
EN

T

BI
LL

IN
G

BU
SI

N
ES

S
IN

TE
LL

IG
EN

CE

CL
A

IM
S 

SY
ST

EM
S

E-
CO

M
M

ER
CE

EN
TE

R
PR

IS
E 

CO
N

TE
N

T
M

A
N

A
G

EM
EN

T

LE
G

A
CY

IN
TE

G
R

AT
IO

N

O
FF

IC
E 

A
U

TO
M

AT
IO

N

PO
LI

CY
A

D
M

IN
IS

TR
AT

IO
N

U
N

D
ER

W
R

IT
IN

G

W
O

R
KE

RS
 

CO
M

PE
N

SA
TI

O
N

W
O

RK
FL

O
W

24 January 14, 2013     BUSINESS INSURANCE

RESEARCH & DATA

4Sight Business Intelligence Inc. Clayton, N.C. www.4sightbi.com
Accenture P.L.C. Columbia S.C. www.accenture.com/software
Active Operations Management International L.L.P. Hudson, Ohio www.activeops.com/us
Adaptik Corp. Bethlehem, Pa. www.adaptik.com
Agencyport Software Ltd. Boston www.agencyport.com
AGO Insurance Software Inc. Mount Arlington, N.J. www.agois.com
Aon eSolutions Inc. Chicago www.aon-esolutions.com
Appulate Inc. Agoura Hills, Calif. www.appulate.com
AQS Inc. Hartland, Wis. www.aqssolutions.com
Archetype Consulting Inc. Boston www.archetypeconsulting.com
Axtria Inc. New Providence, N.J. www.axtria.com
Berkheimer OneSource Bethlehem, Pa. www.berkone.com
Best Practice Systems Inc. Englewood, Colo. www.bestpracticesystems.com
Beyond Key Systems Pvt. Ltd. Las Vegas www.beyondkey.com
Bill It Now, a unit of Billing Management Services L.L.C. Westbrook, Conn. www.billitnow.com
Brovada Technologies Inc. Saint John, New Brunswick www.brovada.com
Camilion Solutions Inc. Markham, Ontario www.camilion.com
Cedar Document Technologies Inc. Atlanta www.cedardoc.com
CGI Group Inc. Andover, Mass. www.cgi.com/insurance
Cincom Systems Inc. Cincinnati www.documentsolutions.cincom.com
CodeObjects Inc. Milpitas, Calif. www.codeobjects.com
Comtec Ltd. Petach Tikva, Israel www.comtecglobal.com
Convey Compliance Systems Inc. Minnetonka, Minn. www.convey.com
ConVista Consulting Corp. New York www.convista.com
Cover-All Technologies Inc. Fairfield, N.J. www.cover-all.com
Creditron Inc. Rockville, Md. www.creditron.com
Computer Sciences Corp. Austin, Texas www.csc.com/insurance
DataCede L.L.C. Princeton, N.J. www.datacede.com
Datamatx Inc. Atlanta www.datamatx.com
Decision Research Corp. Honolulu www.decisionresearch.com
Dell Inc. Lincoln, Neb. www.dell.com/insurance
Direct Mail Partners Inc. Carrollton, Texas www.directmailpartner.com
DocFinity/Optical Image Technology Inc. State College, Pa. www.docfinity.com
DST Output Inc. Scottsdale, Ariz. www.dstoutput.com
Ebix Inc. Atlanta www.ebix.com
edge IPK Inc. Farmington, Conn. www.edgeipk.com/us
Edgewater Technology Inc. Wakefield, Mass. www.edgewater.com
Emdeon Business Services L.L.C. Nashville, Tenn. www.emdeon.com
Epic-Premier Insurance Solutions Inc. Lakeland, Fla. www.epic-premier.com
eSignSystems, a division of Wave Systems Corp. Lee, N.H. www.esignsystems.com
Eurobase International Ltd. London www.eurobase.com
Exigen Insurance Solutions Inc. San Francisco www.exigeninsurance.com
Fineos Corp. Ltd. Cambridge, Mass. www.FINEOS.com
FirstBest Systems Inc. Bedford, Mass. www.firstbest.com
First internet Solutions L.L.C. Sheboygan Falls, Wis. www.1inetsol.com
Fiserv Inc., f/k/a/ BillMatrix & CheckFree Dallas www.fiserv.com/billers
Focus Technologies L.L.C. Sarasota, Fla. www.policyport.com
Financial Statement Services Inc. Santa Ana, Calif. www.fssi-ca.com
Genpact Ltd. Danbury, Conn. www.genpact.com
Ghostdraft Inc. Toronto www.ghostdraft.com
GMC Software Technology Richmond Hill, Ontario www.gmc.net
Guidewire Software Inc. San Mateo, Calif. www.guidewire.com
HCL Axon Jersey City, N.J. www.hcltech.com
Hewlett-Packard Co. Lexington, Ky. www.exstream.com
HTC Global Services Inc. Troy, Mich. www.htcinc.com
Hyland Software Inc. Westlake, Ohio www.hyland.com/insurance
IBM Software Group, IBM Corp. Armonk, N.Y. www.ibm.com/analytics/insurance
IDMI Systems Warner Robins, Ga. www.idmisystems.com
InEdge Solutions Inc. Montreal www.inedge.com
Information Builders Inc. New York www.informationbuilders.com
Innovation Group P.L.C. Farmington, Conn. www.us.innovation-group.com
Instec Inc. Naperville, Ill. www.instec-corp.com
Insurance Data Processing Inc. Wyncote, Pa. www.idpnet.com
Insuresoft Inc. University Park, Ill. www.insuresoft.com
Insurity Inc. Hartford, Conn. www.insurity.com
iPartners L.L.C. Alpharetta, Ga. www.ipartners.net
ISCS Inc. San Jose, Calif. www.iscs.com
Isis Papyrus Software A.G. Southlake, Texas www.isis-papyrus.com
iter8 Inc. Toronto www.iter8.com
Jarus Technologies Inc. Pittsburgh www.jarus.com
Key Management  Group Inc. Melville, N.Y. www.kmgus.com
KeyMark Inc. Liberty, S.C. www.keymarkinc.com
Kofax Inc. Irvine, Calif. www.kofax.com
Kubra Data Transfer Ltd. Gardena, Calif. www.kubra.com
Lamont, Hanley & Associates Inc. Manchester, N.H. www.lhainc.com
MajescoMastek, a unit of Mastek Ltd. New York www.majescomastek.com
Marsh Inc. Charleston, S.C. www.marsh.com
Maximum Processing Inc. Garner, N.C. www.stingraysystem.com
Millbrook Inc. Exton, Pa. www.millbrookinc.com
Newbury Corp. Dedham, Mass. www.newburycorp.com
O'Brien Document Solutions Bartlett, Ill. www.obinc.com
Oceanwide Inc. Montreal www.oceanwide.com
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Source: IASA Annual Educational Conference and Business Show 2012 conference directory
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OneShield Inc. Westborough, Mass. www.oneshield.com
Oracle Corp. Redwood Shores, Calif. www.oracle.com/insurance
Outline Systems Inc. Somerset, N.J. www.outlinesys.com
P & C Insurance Systems Inc. New York www.pcisvision.com
Payment Partner Knoxville, Tenn. www.paymentpartner.com
Paymentus Corp. Atlanta www.paymentus.com
Pegasystems Inc. Cambridge, Mass. www.pega.com
Pendo Systems Inc. Montclair, N.J. www.pendosystems.com
Perceptive Software Inc. Shawnee, Kan. www.perceptivesoftware.com/iasa
Pitney Bowes Software Inc. Troy, N.Y. www.pbinsight.com
Polaris Financial Technology Ltd. Pittsburgh www.seec.com
Policy Administration Solutions Inc. Tarrytown, N.Y. www.pasolutions.com
R&Q Solutions L.L.C. Philadelphia www.rsi-solutions.com
Ravello Solutions L.L.C. Atlanta www.ravellosolutions.com
Sapiens Americas Corp. Rochelle Park, N.J. www.sapiens.com
SAS Institute Inc. Cary, N.C. www.sas.com
Satori Group Inc. Conshohocken, Pa. www.satorigroupinc.com
SeaPass Solutions Inc. New York www.seapass.com
Security MicroImaging Corp. Milwaukee www.securitymicro.com
Seibels Bruce Group Inc. Columbia, S.C. www.seibels.com
Solartis Inc. Manhattan Beach, Calif. www.solartis.com
SourceHOV L.L.C. Oconomowoc, Wis. www.srcpsolutions.com
StoneRiver Inc. Denver www.stoneriver.com
SunGard Data Systems Inc. Greenwood Village, Colo. www.sungard.com/iworks
Sutherland Global Services Inc. Pittsford, N.Y. www.sutherlandglobal.com
SyncSite Inc. Birmingham, Ala. www.syncsite.net
Systema Software L.L.C. Larkspur, Calif. www.systemasoft.com
Tata Consultancy Services Ltd. Edison, N.J. www.tcs.com
Tropics Software Technologies Inc. Sarasota, Fla. www.gotropics.com
UniRisx Ltd. Philadelphia www.unirisx.com
Unit4 Business Software Inc. Manchester, N.H. www.unit4coda.com
Valen Technologies Inc. Denver www.valentech.com
ValueMomentum Inc. South Plainfield, N.J. www.valuemomentum.com
Varicent Software Inc. Toronto www.varicent.com/insurance
Vertafore Inc. Bothell, Wash. www.vertafore.com
VRC Insurance Systems Westlake Village, Calif. www.vrcis.com
Ward Group Cincinnati www.wardinc.com
Wynsure Insurance Solutions Eagan, Minn. www.wynsure.com
Yodil Inc. Charlotte, N.C. www.yodil.com
Zumbox Inc. Los Angeles www.zumbox.com

WORLD
CAPTIVE

FORUM

2013

Alberici Construction Corp.
AM Best Co.
Archer Daniels Midland Co.
Ascension Health
Baker & McKenzie LLP
BMP – Paribas
Business Insurance
Callum Beaton Insurance Consulting Ltd.
Caterpillar Inc.
Chartis Insurance Management Services
Cimarron Insurance Exchange RRG
CNP Assurances S.A.
DHL GBS (UK) Limited
Fitch Ratings
Generali Employee Benefits
Global SIRC LLC
Honeywell International Inc.

Kirkway International Limited
MetLife Multinational Solutions
Parenteau Associates, LLC
Physicians Liability Insurance Company
Prudential Financial Inc.
R&Q Quest Management Services Ltd.
Randall & Quilter
Risk Services LLC
Ryan Captive Insurance Services
STICO Mutual Insurance Company, RRG
Strategic Risk Solutions
Sutherland Asbill & Brennan LLP
The 3M Company
Towers Watson
Walgreen Co.
Xcel Energy

Register
until 

JANUARY 
27TH, 2013!

To find out more about Exhibiting or Sponsoring the 
World Captive Forum, please contact:

FREE Registration for Buyers of Captive Services! 
For more information, to view the complete agenda, 

and to register, please visit 
www.worldcaptiveforum.com

World Captive Forum is sponsored in part by: 

 The World Captive Forum is organized by 
Business Insurance, R&Q and Towers Watson

BARBARA CASANOVA
bcasanova@dda-llc.com

802-578-5706

HOLLY HARRIS
hharris@businessinsurance.com  

972-989-8001

JANUARY 28-30, 2013
Turnberry Isle Miami  Aventura, Florida

Hear from Industry Expert Speakers
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PERSPECTIVES

BY MICHAEL S.  GEHRT AND SHAUN H.  CROSNER

Most applicants for insurance believe

they can satisfy their disclosure obliga-

tions to their insurer simply by truthfully

and accurately answering the questions

posed to them on insurance applications.

When it comes to marine insurance, how-

ever, disclosure requirements are a bit

more complex. The little-known doctrine of

uberrimae fidei obligates an applicant for

marine insurance to disclose all known

facts material to the insurer’s calculation

of the insured risk — even if such informa-

tion is not requested on the application for

coverage. Because a marine insurer can

rely on this doctrine to contest coverage or

attempt to void a policy after a loss, it is

important for insureds to understand the

doctrine and its impact on their disclosure

requirements.

History, purpose of the doctrine

Uberrimae fidei, which translates to

“utmost good faith,” is a vestigial doctrine

of insurance law created centuries ago.

Historically, all insurance policies were

subject to the doctrine of uberrimae fidei,

meaning that both parties were held to the

highest standard of good faith in the trans-

action. At the time, this strict doctrine was

an economic necessity in insurance trans-

actions because insurers often had no rea-

sonable means of obtaining information

about the risks they were insuring. For

example, when underwriters in London

were insuring ships sailing in faraway

seas, they had no choice but to rely on

their insureds for information regarding

the potential risks those ships might face.

In other words, the doctrine’s heightened

disclosure requirements existed to ensure

that the insurer was able to fairly evaluate

the risks being insured.

Although the doctrine of uberrimae fidei

has been displaced in most insurance con-

tracts, it enjoys continuing vitality in the

world of marine insurance. Traditionally,

the phrase “marine insurance” referred to

coverage for loss or damage to a ship and

its cargo between the point of origin and

its final destination. Today, however, such

policies also insure against a variety of

nonmarine risks — including, for example,

risks associated with civil commotions,

labor unrest and the land transportation.

Applying the uberrimae fidei doctrine to

this wide array of risks is contrary to the

original purpose of the doctrine and

ignores the realities of the modern insur-

ance landscape. After all, the doctrine

developed in an age without the ubiquity of

telephones, email, digital photography, air

travel, and — perhaps most importantly —

the Internet. Today’s marine insurers are

much better equipped than their predeces-

sors (and, for that matter, their insureds)

to stay informed and obtain information

regarding the risks they insure. And, of

course, nothing is stopping today’s marine

insurers from posing targeted questions

on an application to elicit the information

they seek. The notion that marine insurers

must rely on their insureds to tell them

what is happening on the far side of the

world has been outdated for years. 

Although many may legitimately view

the doctrine as an antiquated notion for

these reasons, uberrimae fidei is still the

law in several jurisdictions. Consequently,

when applying for or renewing coverage

on a marine risk, companies must keep the

doctrine in mind and take reasonable steps

to ensure compliance with the doctrine’s

disclosure requirements.

In the months and weeks before a new

marine insurance policy is issued, a com-

pany should take stock of information

within its knowledge that could potentially

merit disclosure. Although a company can-

not fairly be said to possess knowledge of

all information known to its employees,

they should take reasonable and appropri-

ate measures to gather all such informa-

tion germane to the risk being insured. For

instance, depending on the size of the com-

pany, it may be appropriate for risk man-

agers and others responsible for purchas-

ing coverage to identify and communicate

directly with those employees most likely

to have knowledge of material information. 

Because it is not always easy to say

whether a particular fact is “material” to

the risk being insured, companies can and

should rely on their brokers to assist them

in determining whether to disclose infor-

mation during the application process. But,

if there is any doubt, it is generally best to

err on the side of disclosing all potentially

material facts to an insurer. Although a

company might be concerned that disclos-

ing too much information during the appli-

cation process will result in increased pre-

miums or a coverage refusal, failure to dis-

close material facts may give an insurer a

basis to contest coverage in the event of a

subsequent loss. Therefore, companies

should strive to comply with the doctrine

of uberrimae fidei and must act with

utmost good faith and fair dealing when

purchasing coverage for a marine risk.

After a loss, a marine insurer may

attempt to rely on perceived nondisclo-

sures during the application process to

contest coverage and have the policy

declared void. When faced with such a sce-

nario, the insured should take several

steps to protect its rights and improve its

chances of defeating the marine insurer’s

attempt to void coverage.

Responding to voiding of coverage

First and foremost, an insured must eval-

uate whether it should even be held to the

heightened standard of uberrimae fidei.

Although many modern marine insurance

policies cover marine and nonmarine

risks, the history and purpose of the doc-

trine of uberrimae fidei make clear that it

should only apply to the marine elements

of an insurance policy. For this reason, a

number of courts have refused to apply the

doctrine’s disclosure requirements to facts

bearing on nonmarine risks. Consequently,

if a particular fact is material only to an

insurer’s decision to cover a nonmarine

risk, the scope of the insured’s disclosure

obligations are arguably framed solely by

the questions posed on the application for

coverage.

However, even if uberrimae fidei does

apply, it is important for insureds to under-

stand relevant limitations on the doctrine.

Setting aside the insured’s ordinary obliga-

tion to provide truthful and thorough

responses to questions posed on a policy

application, the doctrine of uberrimae fidei

only requires disclosure of material facts

within the insured’s knowledge prior to the

policy’s issuance. Although certain facts

may seem material with the benefit of

hindsight, an insurer attempting to void a

policy bears the burden of establishing

materiality as of the time of the insured’s

disclosure obligation. Along those same

lines, because an insured can be charged

with disclosing material facts only within

its knowledge prior to the policy’s

issuance, facts learned after the policy is

issued are of no relevance to the analysis.

Furthermore, insureds should examine

the insurer’s course of conduct after learn-

ing the fact or facts purportedly giving rise

to the right to rescind. Generally, after an

insurer discovers a legitimate basis to void

a policy, it must promptly notify its insured

of its intent to void the policy. If an insurer

fails to do so and continues to act as if the

policy is still in force, it may have effective-

ly ratified coverage and waived any right

to rescind the policy. For this reason, sev-

eral courts have found the right to rescind

has been waived when an insurer accepts

additional premiums after learning of a

purported nondisclosure or takes other

actions inconsistent with an alleged desire

to treat the policy as void.

By the same token, an insured must be

careful not to take any actions that could be

misconstrued as a tacit acknowledgement

of the insurer’s right to rescind a policy. For

instance, because an insurer must return

premiums paid for the policy in order to

formally void or rescind the policy, an

insurer may offer a return of premiums at

some point after learning of a purported

nondisclosure. Insureds are under no obli-

gation to accept an insurer’s offer to return

premiums and should not do so. Indeed, in

some jurisdictions, accepting a return of

policy premiums — even under protest —

can significantly jeopardize an insured’s

ability to pursue coverage.

Finally, throughout the course of a dis-

pute with its insurer, an insured should be

mindful of timing-related limitations on

the right to initiate litigation or arbitra-

tion. Some policies will include contractual

limitations provisions that dictate the

timeframe in which an insured must initi-

ate litigation against its insurer. In other

cases, this timeframe will be set by statute

or regulation. Because jurisdictions have

different rules regarding how contractual

and statutory limitations periods are to be

applied, insureds must make sure to navi-

gate these rules with care so that they pre-

serve their right to pursue coverage. 

Michael S. Gehrt and Shaun H. Crosner are

Los Angeles-based attorneys in Dickstein

Shapiro L.L.P.’s insurance coverage prac-

tice, focusing their practices on the repre-

sentation of insureds in disputes with their

insurers. Mr. Gehrt can be reached at

gehrtm@dicksteinshapiro.com. Mr. Crosner

can be reached at crosners@dickstein-

shapiro.com.

Insuring with utmost good faith

W
hile most insurance applicants satisfy their disclosure obligations by accurately

answering insurers’ questions, disclosure requirements are more complex when it

comes to marine insurance, say Michael S. Gehrt and Shaun H. Crosner of law firm Dickstein

Shapiro L.L.P. A little-known doctrine requires those who are seeking marine insurance to

disclose all risk-related facts related to the coverage to step around insurers trying to void the

policy after a loss occurs, they say.Mr. Gehrt Mr. Crosner

HIGHER DISCLOSURE STANDARDS HALLMARK OF MARINE INSURANCE
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of flat to up 15%, he said.

“The change we’re seeing is

anything that was affected by

Sandy with a large loss — those

accounts are being adjusted

upward. And, more importantly

on those types of accounts,

they’re really taking a look at the

terms and conditions,” said Mr.

Finnis. “A lot of the insurers found

themselves with very large limits

and very low deductibles for

Sandy.”

“Pre-Sandy, everybody was

warning us of a lot of pressure on

the reinsurers and insurers to

move rates downward,” he said.

“That pressure is going to be off of

them.”

“There’s been rate pressure all

year; we saw it kind of plateauing,

getting down to the lower single

digits before Sandy,” said Alfred

Tobin, New York-based managing

principal at Aon Risk Solutions’

property practice. “Now, today’s

guidance is there is general pres-

sure on rates, more pressure on

those with Sandy claims.”

He said customers are learning

the interpretation of their

deductibles, and insurers are

underwriting Northeast wind

much more diligently.

“Rates are less of an issue — it’s

more terms and conditions

impacting wind and flood,” said

Alexandra Glickman, area vice

chairman of Arthur J. Gallagher

Risk Management Services Inc. in

Glendale, Calif.

“There’s a tremendous amount

of capacity — Lloyd’s of London

for 2013 is nearly £25 billion

($40.18 billion),” she said. 

Capacity is still “ample,” but

underwriters are starting to

become a little stingy on flood

capacity, said Marsh’s Mr. Ellis.

Sandy “put the microscope on

flood issues,” such as whether

Tier 1 should be extended north,

and thus subject to higher

deductibles.

“Some carriers who were put-

ting up massive limits got

thumped, and I think that particu-

larly in commercial real estate

there will be greater emphasis on

shared and layered primaries,”

said Ms. Glickman.

There’s no major deviation by

class of business industrywide,

said Neil Zonfrelli, senior vice

president and product manager-

property at Liberty Mutual

Insurance Co. in Boston.

“Obviously, the Northeast, given

Sandy, is being hit a little bit hard-

er. People are really looking at

terms and conditions.”

The property line is still in need

of rate increases, but there have

been no big jumps, said Mike

Halvey, head of middle markets

for Zurich in North America in

Schaumburg, Ill. As a result of

recent storms — Sandy in 2012

and Hurricane Irene in 2011 — the

Northeast will come under

increased rate pressure. The rest

of the country is expected to

remain consistent with 2012 rate

gains, but “I wouldn’t envision

any big spikes.”
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PROPERTY: Sandy stiffens market as insurers reassess risks
Continued from page 4

Hurricane Alley buyers see favorable renewal rates

E
ven in Hurricane Alley, risk

managers were able to

negotiate favorable proper-

ty renewals during the year

Jan. 1 renewal period.

“I just got done with it,” said

Wayne Salen, director of risk

management for Labor Finders

International Inc. in Palm

Beach Gardens, Fla.

Mr. Salen noted that the com-

pany had “a significant added

increase in value because of

some structural changes we

made.” But Superstorm Sandy

didn’t have an impact on Labor

Finders International’s renew-

al, he said.

“Our property package with

our headquarters went up

slightly less than 5%,” he said.

“Property, from what I can see,

is still pretty stable.”

Mr. Salen called terms and

conditions “pretty solid.”

He added that “anything less

than 5% when you’re in

Hurricane Alley is pretty

good.”

Carolyn Snow, director of

insurance and risk manage-

ment at Louisville, Ky.-based

Humana Inc., said that she had

negotiated the company’s pri-

mary property coverage early

and “the renewal was easy.”

She noted that Humana had

changed markets last year

“and got some coverage

enhancements, which contin-

ued into the renewal.”

Humana made several acqui-

sitions, increasing its values by

about 10%, but had only a

“minor rate increase,” she said.

But after Superstorm Sandy

hit, the difference-in-conditions

market “really dried up — no

pun intended,” said Ms. Snow.

The company has a “sizeable”

exposure in Florida and

increasing exposures along the

East Coast, she noted.

“We were able to keep the

same existing DIC coverage,

but renewals went down to the

wire and the cost was higher,”

she said.

Ms. Snow said Humana was

“fortunate” that its commer-

cial automobile, workers comp

and excess coverages were “all

done early, and the terms were

so favorable that we can

absorb the additional property

costs”

She added, “we were happy to

have ours wrapped up for Jan. 1

and would not want to be in the

market during the first quar-

ter.”

By Mark A. Hofmann

BY MIKE TSIKOUDAKIS

Primary and excess casualty

buyers saw price hikes this insur-

ance renewal season, with the

largest increases for workers

compensation coverage.

New York-based Marsh Inc. said

more than half of its U.S. clients

experienced rate increases for

general liability and workers

compensation coverage in the

fourth quarter of 2012. Buyers of

general liability insurance saw

typical rate changes of up to 10%,

according to the report. 

Still, buyers with low to moder-

ate hazard risks and favorable

loss histories saw flat renewals of

their casualty coverage and, in

some cases, rate reductions.

“We were 100% flat across the

board — general liability, auto lia-

bility — the whole kit and caboo-

dle,” said Christopher Johnson,

director of risk management at

Northwestern University in

Evanston, Ill.

Remaining with the same casu-

alty underwriters for many years,

Mr. Johnson said the university’s

insurers fully understand its risks

and work to mitigate them.

“Because our loss history has

been pretty favorable across all

lines, they are not looking to

fine-tune our coverage,” Mr.

Johnson said. 

Compared with last year, casual-

ty insurance rates are up 5% to

10% on average, experts say.

“Casualty is unlike other lines of

insurance; it’s more industry-

driven and hazard-class driven,”

said Tony DeFelice, New York-

based national casualty practice

managing director at Aon Risk

Solutions.

“The more high-hazardous

classes are under more pressure

than others,” Mr. DeFelice said.

Such industries include energy,

chemicals, life sciences and rail-

roads, all of which have seen dou-

ble-digit rate increases, he said. 

There’s also been pressure in

the past year on attachment

points for umbrella coverage,

forcing large-fleet commercial

auto buyers to either buy a buffer

or assume a higher self-insured

retention, Mr. DeFelice said.

Workers compensation has seen

the most drastic increases, with

average pricing rising 5% to 10%

depending on the industry, loss

experience and state mix, said

Kevin Brogan, head of national

product practices and special risk

for Wells Fargo Insurance

Services USA Inc. in Chicago.

Buyers with poor loss histories

and large guaranteed-cost work

comp programs are seeing

increases of 25% to 40%, Mr.

Brogan said. “It happens weekly,”

he said.

Average increases of 5% on gen-

eral liability and commercial auto

liability coverage may be due to

losses in the workers comp lines,

experts say.

With workers comp underwrit-

ers facing unprofitable combined

ratios between 115% and 125%,

“they try to spread some of their

increases on other lines of busi-

ness to balance it,” Mr. Brogan

said. “I think that’s a lot of what’s

going on with the GL and the

auto” markets.

Key factors that are trending

the comp rates are that severity

has spiked for several years,

stricter state regulations, and

underwriters are trying to adjust

for the inflationary effects of med-

ical costs, experts say.

“Underwriters are absolutely

focused in terms of correcting

that book of business,” Aon’s Mr.

DeFelice said. “The combined

ratio speaks for itself that they

need to correct that book.”

While capacity continues to be

readily available, underwriters

are starting to firm on terms 

and conditions. 

“Most carriers are somewhat

reticent to offer multiyear deals to

customers now,” said Brian

Winters, executive vice president

of casualty for Zurich Global

Corporate in North America in

New York. “Any term or condition

that affects rate, per se, is proba-

bly looked at fairly stringently.”

To ensure successful renewals,

buyers need to keep an eye on

losses, Mr. Winters said.

“The frequency of the losses is

an area that they need to drive

down to be able to control their

overall cost” by partnering with

risk engineering and other kinds

of safety services, he said. “If they

do that, rates, particularly on

workers comp, will stay modest.” 

If there are losses, “the best

way to have good results with

carriers is to put together part-

nerships with your broker, with

your insurance company or with

a carrier you’re thinking about

going with to reduce losses and

identify where they’re coming

from,” WFIS’ Mr. Brogan said.

CASUALTY INSURANCE RATES CONTINUE TO RISE
FOR HAZARDOUS EXPOSURES

RENEWALS

“Casualty is unlike other lines of

insurance; it’s more industry-

driven and hazard-class

driven.”
Tony DeFelice,
Aon Risk Solutions

Biggest increases pushed through on workers compensation risks
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BY JUDY GREENWALD

Directors and officers liability

rates are gradually hardening,

with overall rate hikes of about 5%

to 15% depending on the account,

say many observers.

Driving these increases are

higher loss frequency, if not nec-

essarily severity, in the primary

and first excess layers. But ample

capacity remains in the higher

excess layers, which is dampen-

ing the increase in rate hikes

overall.

“Rate increases are now the

norm,” said Ann Longmore, New

York-based executive vice presi-

dent of FINEX North America, a

unit of Willis North America Inc.

Kevin LaCroix, Beachwood,

Ohio-based attorney and execu-

tive vice president of RT ProExec,

a division of R-T Specialty L.L.C.,

said that among private compa-

nies, “the best-case scenario is a

flat renewal, and most are seeing

an increase of some kind.” In pub-

lic companies, it depends on the

industry, he said.

Brian Wanat, New York-based

national practice leader of Aon

Risk Solutions’ financial services

group, said insurers’ approaches

differ. Some insurers may be

applying 10% rather than 5% hikes,

but losing 20% of their customers,

he said. There is a “trade-off

between rate and retention,” he

said. “If you’re not losing any busi-

ness, that certainly would signify

you’re probably not pushing rate

as far as you could or should.”

Peter Taffae, a D&O insurance

expert at Los Angeles-based

wholesale brokerage Executive

Perils Inc., said the longer-estab-

lished D&O insurers in particular

are “more willing to lose a piece of

business if they can’t get the price

than the newer” insurers. “That’s

probably because the legacy mar-

kets are so big that they can afford

to lose a little bit of business, while

the newer markets are still small,

and they can’t afford it.”

Additionally, he said, “There are

still people out there doing some

very crazy things,” including

reducing rates, “that don’t make

sense. It’s turmoil right now.

There’s very little consistency.”

Observers said that, in many

cases, D&O insurers are introduc-

ing separate retentions for “merg-

er objection” lawsuits, which is lit-

igation filed after the announce-

ment of a merger or acquisition

deal. A study by Boston-based

Cornerstone Research issued in

March said 91% of deals valued at

over $100 million sparked an M&A

lawsuit.

These retentions “are becoming

fairly standard in the marketplace

these days,” said Trevor Howard,

senior vice president of U.S. man-

agement liability for Liberty

International Underwriters in

New York. Otherwise, “there has-

n’t been much change” in terms

and conditions, he said. Capacity

remains abundant in the excess

layers. There is a “glut of capaci-

ty” there, said Mr. Howard.

It is not a supply issue, agreed

Brenda Shelly, New York-based

D&O practice leader for Marsh

Inc.’s FINPRO unit. “There’s still

an excess of a billion-and-a-half

(dollars) worth of capacity out

there,” she said. 

“But, we are in a low-interest-

rate environment,” with fewer

public companies than there were

10 years ago, Ms. Shelly said.

Furthermore, “you have an

aggressive plaintiffs bar out

there; you have a big pipeline of

cases awaiting resolution, and the

insurers have had at least 10

years of declining rates,” she said.

“It’s not a hard market; it’s just a

transitioning market.”

Meanwhile, “There are some dif-

ficult risks out there,” said Mr.

Wanat, including high-profile

social media, technology and pri-

vate equity firms. “Anybody that’s

sort of been through the wringer

when it comes to bad press or

maybe a public offering that has-

n’t gone all that well — you’ll find

that the capacity contracts.”

PRIMARY D&O INSURANCE PRICES INCREASE,
ABUNDANT CAPACITY REMAINS FOR EXCESS LAYERS

RENEWALS

Buyers should expect
rates to firm more in 2013

T
he directors and officers

liability market will see

last year’s trends continu-

ing this year, say observers.

“So far, it seems like more the

same of what we saw in 2012,” said

Maria Treglia, senior vice pres-

ident at Woodbury, N.Y.-based

Program Brokerage Corp., a unit

of HUB International Ltd. “Rates

continue to go up, with a good

amount of excess capacity.”

Trevor Howard, senior vice

president of U.S. management

liability for Liberty International

Underwriters in New York, said,

“I see the market continuing to

firm, driven by some of the same

economic factors” affecting the

market overall, as well as fac-

tors specific to the D&O mar-

ketplace.

Brian Wanat, New York-based

national practice leader of Aon

Risk Solutions’ financial serv-

ices group, said that it will be

“sort of slow but steady, the

same type of story, at least for

the next couple of quarters. We

continue to see some flattening,

some hardening, on a primary

basis as the marketplace cus-

tomers and carriers get used to

the current environment.”

“We continue to see excess

capacity to be pretty much

abundant and aggressive, but

you may start to see a bit more

pushback on excess,” where if

the primary is getting a 5% rate

hike, the excess insurer may

demand a 5% increase, too,

instead of agreeing to a

decrease or a flat rate, Mr.

Wanat said. 

By Judy Greenwald

Catastrophe-exposed reinsurance accounts see rate hikes, other risks remain stable
BY BILL  KENEALY

Aside from catastrophe-exposed

properties, plentiful capacity and

muted demand have resulted in

rates moving in a narrow range

for companies renewing their

reinsurance at the start of the

year.

There also have been few

changes in terms and conditions,

experts say.

David Flandro, New York-based

global head of business intelli-

gence for Guy Carpenter & Co.

L.L.C., said higher reinsurance

rates have been limited to proper-

ty/casualty accounts directly

affected by catastrophe losses last

year, especially those in the path

of Superstorm Sandy.

“By and large, the vast majority

of non-loss-affected rate move-

ments around the world were

between” a drop of 5% and an

increase of 5%, Mr. Flandro said.

“It was a really straightforward

year for rates.”

The mitigating factor keeping a

lid on rates is the record amount

of capacity in the sector, accord-

ing to Aon Benfield’s latest report,

“Reinsurance Market Outlook,

January 2013.”

“There’s a significant amount of

capacity in the market now,” said

William Donnell, New York-based

president of U.S. property/ casual-

ty for Swiss Re Ltd. “You can’t

ignore supply/demand dynamics.”

Bryon Ehrhart, Chicago-based

chairman of Aon Benfield

Analytics and Aon Benfield

Securities, noted that aggregate

reinsurer capital grew by more

than 10% in 2012 (see chart), limit-

ing individual reinsurers’ ability

to pass on higher rates.

“The growth of supply is signifi-

cant. We are now at a half-trillion

dollars of capital,” Mr. Ehrhart

said. “Meanwhile, the growth in

demand was essentially flat to

down, so we expect to find a very

competitive market for reinsur-

ance in 2013.”

This lack of growth is largely

attributable to the economic

malaise in the developed market,

said James Vickers, London-

based Chairman of Willis Re

International. 

“The real underlying issue is

that there is little growth in

Western mature markets,” Mr.

Vickers said. “Another big conun-

drum for reinsurers is what to do

with their capital” given persist-

ent low interest rates.

Meanwhile, prior-year reserve

releases that have buoyed reinsur-

ers’ balance sheets in recent years

are ebbing, Mr. Flandro said. “Net

aggregate reserve releases should

persist in the very near term, but

likely not in the quantity they

have in the last six years,” he said.

“The impact of low interest

rates has been that reinsurers

have placed a larger emphasis on

the need for underwriting profit”

in selecting the risks to under-

write, Mr. Donnell said.

Mr. Vickers said a stronger

focus on underwriting is needed

given the recent spate of catastro-

phe losses that exceeded modeled

estimates as well as risks that

have not been modeled. 

James Few, CEO of Aspen Re, a

unit of Hamilton, Bermuda-based

Aspen Insurance Holdings Ltd.,

said the reinsurance industry is

improving the way it utilizes

catastrophe modeling. 

“The industry is adjusting to les-

sons learned following the 2010-

2012 cat events, notably in rela-

tion to new insured values in cat-

exposed regions of the world,

modeling and data calibration

around earthquake and flood, and

increasing concerns about our

ever-changing climate patterns,”

Mr. Few said during an analyst

call earlier this month.

Elsewhere, Mr. Vickers sees a

new commitment to product devel-

opment from reinsurers in the

wake of shifting demands for pri-

mary insurers, which are seeking

more bundled coverage. “Ceding

companies are becoming much

more sophisticated in the way they

buy reinsurance,” he said.

CAPITAL AVAILABLE
Reinsurers’ worldwide capital has seesawed in recent years.

Source: Aon Benfield Analytics
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to reduce costs.

Texas is the only state that

allows employers, known as non-

subscribers, to opt out of its work-

ers comp system. 

Large employers, such as Costco

Wholesale Corp., have opted out

of the Texas system and set up

alternative injured worker plans

governed by ERISA for their

employees in Texas and would

like to do the same elsewhere.

“Costco in general feels like the

opt-out process can be a really

good thing for both injured work-

ers and employers,” said Katrina

Zitnik, director of workers comp

at Issaquah, Wash.-based Costco.

ERISA sets minimum standards

for most voluntarily established

employee pension and group

health plans to protect plan par-

ticipants, according to the U.S.

Labor Department, which

enforces ERISA.

For instance, ERISA requires

employers to provide workers

with information on their plans’

benefit offerings, lays out employ-

er fiduciary responsibilities, and

requires establishing grievance

and appeals processes.

Employers that would like to

make greater use of ERISA-gov-

erned benefit plans as an alterna-

tive to state workers comp sys-

tems say the federal law ensures

that injured employees are taken

care of in a fair manner.

ERISA provides a “safety net”

for injured workers by ensuring

their needs are met, Ms. Zitnik

said.

For employers, ERISA pre-

empts state regulation, allowing

them to design worker injury

plans free from unpredictable

state regulations, sources say. 

In Texas, for example, employ-

ers can include rules for resolving

disputes and direct employees to

care provided by “outcome-

based” doctors in their ERISA-

based alternative plans.

“A lot of it has to do with the

control they have over the med-

ical piece that makes it so attrac-

tive” for employers in Texas, said

Kim Corcoran, Richardson,

Texas-based vice president of

operations responsible for non-

subscriber services provided by

Sedgwick Claims Management

Services Inc.

Establishing an ERISA-gov-

erned plan is not required for

employers opting out of Texas’

work comp system, but doing so is

a “standard best practice” among

Texas’ nonsubscribers, concluded

a recent report, “Workers’

Compensation Opt-Out: Can

Privatization Work?”

The Sedgwick-funded analysis

completed by Philadelphia-based

communications firm New Street

Group found that nonsubscribers

in Texas reported that their work-

related injury costs were 20% to

90% lower than if they participat-

ed in the state’s workers comp

system.

Interest in opting out of workers

comp systems in other states has

grown recently. Last year, the

Oklahoma Senate voted in favor

of a bill that would have allowed

employers to opt of the state’s

workers comp system by creating

an alternative benefits package.

Oklahoma’s House of

Representatives voted down the

measure, but a similar bill is

expected to be introduced this

year with businesses across the

country watching the outcome to

determine whether to introduce

similar legislation in other states,

sources said.

Some employers and their sup-

porters have contributed financial-

ly to the Oklahoma Injury Benefit

Coalition, an organization pushing

for the legislation, because they

see passage of legislation in

Oklahoma as providing a potential

platform to expand the idea to

other states, said Becky Robinson,

assistant vice president of risk

management at Hobby Lobby

Stores Inc. in Oklahoma City.

The issue “has national atten-

tion” because large employers see

the potential “for tremendously

reducing their liabilities for on-

the-job injures,” said Trey

Gillespie, senior workers comp

director in Austin, Texas, for the

Property Casualty Insurers

Association of America, which

opposed the Oklahoma measure.

the health care reform legislation

in March 2010 on how the penalty

was to be calculated. One widely

circulated interpretation was that

the penalty would apply to an

employer even if only one of its

full-time employees — those

working an average of at least 30

hours a week — was not offered

coverage.

The IRS did little to curb those

fears. In May 2011, the IRS said it

“contemplated” in forthcoming

regulations that employers would

have to offer coverage to “substan-

tially all” of their full-time employ-

ees to avoid the $2,000 penalty.

But it wasn’t until late last

month in the proposed regula-

tions that the IRS defined what it

meant by “substantially all” full-

time employees. To avoid the

$2,000 per employee penalty, cov-

erage has to be offered to 95% of

an employer’s full-time employees

and their dependents up to age 26,

the IRS said in the proposed regu-

lations.

With that new standard,

employers do not have to worry

about being hit with penalties

which, for large organizations,

could be millions of dollars if, for

example, a single employee was

not offered coverage because of

an inadvertent error.

In fact, as a matter of plan

design, employers can exclude up

to 5% of full-time employees from

their health care plans and still be

exempt from the $2,000 penalty,

under the IRS-proposed rules.

Through the 95% standard, for

example, employers won’t have

to laboriously track employees’

hours for fear that a part-time

employee, who is not eligible for

coverage, could trigger the penal-

ty if the individual for several

months worked at least 30 hours

a week and was not offered health

coverage.

“You don’t have to worry so

much about tracking hours for a

subset of part-timers,” said Rich

Stover, a principal with Buck

Consultants L.L.C. in Secaucus,

N.J.

Numerous other issues also

were resolved. For example,

employers that operate on a con-

trolled-group basis, in which cor-

porate units run independently of

one another, will not face the

$2,000 penalty just because anoth-

er controlled group member does

not offer coverage.

“That could have been a big

exposure for employers” that

operate as a controlled group,

said J.D. Piro, a senior vice presi-

dent with Aon Hewitt in Norwalk,

Conn.

In addition, the regulations

make clear that while employers

have to offer coverage to employ-

ees’ dependent children up to age

26, employers do not have to pay

for coverage. Under the regula-

tions, a health care reform law

“affordability” penalty of $3,000

for each affected employee only

applies if the premium paid by the

employee exceeds 9.5% of W-2

wages.

“Employers have free rein to

charge what they want for family

coverage,” PwC’s Ms. Bergner

said.

In addition, employers that do

not offer dependent coverage

would have until 2015 to add the

coverage.

Left unresolved, though, is

whether dependents would have a

right to obtain federal subsidies

to purchase coverage in public

health insurance exchanges, if the

premium charged by employers

for family coverage exceeded the

9.5% affordability test.

“That is still an open issue for

the IRS,” said Mr. Dennett of the

American Benefits Council.

ERISA compliance may not ensure appropriate care

E
mployee Retirement In-

come Security Act compli-

ance would ensure appro-

priate care for injured

workers if employers could opt

out of more state workers com-

pensation systems and establish

alternative benefit plans, propo-

nents say.

But that has not always hap-

pened in Texas, the only state

that allows employers to opt out

of its workers comp system, said

Richard Levy, legal director in

Austin, Texas, for the Texas

AFL-CIO.

The opt-out option is “a rigged

system set up to serve the finan-

cial interests of the employer,”

regardless of whether the

employer has implemented an

ERISA-governed plan, he said.

Private employers who opt out

of Texas’ workers comp system

are not required to establish an

alternate benefit plan. 

But according to ERISA law,

most plans outside of state work-

ers comp systems are subject to

ERISA rules, said Bill Minick,

president of PartnerSource, a

Dallas-based division of Arthur

J. Gallagher Risk Management

Services Inc.

“An injury benefit plan outside

the workers comp system is by

definition an ERISA plan,” Mr.

Minick said. 

But employers can use ERISA

to limit injured workers’ access

to courts and provide benefits

inferior to those offered under

the state workers comp system,

Mr. Levy said.

Trey Gillespie, senior workers

comp director in Austin for the

Property Casualty Insurers

Association of America, agrees.

“In order for injured workers

to get any benefits after an acci-

dent, they have to sign a manda-

tory arbitration agreement,” he

said. “And the benefits that are

usually found in the ERISA pro-

grams are traumatic reductions

with regard to medical benefits

and especially for permanent

disability benefits in the event

of an on-the-job injury.”

By Roberto Ceniceros
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PENALTY: IRS gives employers a break
Continued from page 1

OPT OUT: Employer interest in leaving state comp systems rises
Continued from page 1

WAITING FOR ANSWERS
Employers still are awaiting guidance from the Internal Revenue Service on
several other issues concerning the nation’s 2010 health care reform law.
Those issues include:

■ How employers are to comply with a Patient Protection and Affordable
Care Act requirement that they notify employees by March 1 about the
availability of public health insurance exchanges. Employers need
guidance on the wording of the notices, as well as how health insurance
exchange information would be communicated to employees, whether it
be electronically or in print. However, benefit experts expect an
announcement soon from federal regulators delaying the notification
requirement.

■ How employers comply with a requirement that employers with at least
200 employees automatically enroll new employees in one of their health
care plans. Under the law, employers are required to notify employees
about automatic enrollment and to give them an opportunity to opt out of
a plan in which they were automatically enrolled. However, regulators
have said that automatic enrollment rules will not be published until
2014. 

■ A health care reform law provision that imposes a 40% excise tax on
premium costs that exceed $10,200 for single coverage and $27,500 for
family coverage. Insurers will pay the tax on plans they insure, while
third-party administrators will pay the tax for self-funded plans. Insurers
and TPAs are expected to recover the taxes they paid from employer
plans. Regulators, though, have time to develop rules on the excise tax
provision because it does not go into effect until 2018.

By Jerry Geisel

The opt-out option is

“a rigged system set

up to serve the

financial interests of

the employer,”

regardless of

whether the employer

has implemented an

ERISA-governed plan.

Richard Levy, 
legal director
in Austin, Texas,
Texas AFL-CIO
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of risk management for Ace

Hardware Corp. in Oak Brook, Ill.

“We have a business continuity

process in place … that could

respond in the case of a crisis. We

include reputational (damage) as

one of those crisis situations.”

In 2011, Wal-Mart audited more

than 9,000 factories and the facto-

ry in Bangladesh was not author-

ized to produce merchandise for

the Bentonville, Ark.-based retail-

er due to safety standards.

However, a supplier reportedly

continued to subcontract work

with the Bangladesh factory.

“If a supplier or an agent chooses

to subcontract without informing

us, then that is a problem,” Rajan

Kamalanathan, Wal-Mart’s vice

president of ethical sourcing, told

Reuters. “We can put all kinds of

controls in place, but if they don’t

tell us where they’re putting our

order, then that is a problem.”

Wal-Mart, Disney and Sears did

not respond to Business

Insurance’s requests for comment.

Once a negative opinion is

formed about a company, it can be

difficult to change, said Linda

Locke, a principal at Reputare

Consulting L.L.C. in St. Louis.

Workplace issues have been

part of the public dialogue for

Wal-Mart, “so this factory fire

reinforces an existing perception

for many,” she said.

“The companies that build trust

go beyond legal requirements and

take an ethical approach to man-

aging their entire supply chain,”

Ms. Locke said, noting that moni-

toring social media channels to

understand public perception

should be part of a company’s

enterprise risk management

efforts.

“I do believe it’s a very difficult

problem to solve,” said Gary S.

Lynch, managing director and

global leader of risk intelligence

and supply chain resiliency solu-

tions at Marsh Risk Consulting in

New York. “Without being able to

really measure reputational dam-

age, somebody can’t put it into a

formula” in making supply chain

decisions.

An organization’s “ability to

have some level of sustainability

to come out from and manage the

press — and also do what’s right

for the community — that seems

to be the difference for those that

survive,” he said.

David Closs, the John H.

McConnell chaired professor of

business administration in the

Department of Marketing and

Supply Chain Management at

Michigan State University in East

Lansing, Mich., said supply chain

risks causing reputational harm

are “a significant risk.”

“Most firms usually can go up

one level or down one level in

terms of their supply chain,” Mr.

Closs said. Even companies with

strong controls rarely track more

than two tiers in their supply

chain, he said.

“Particularly if you’re dealing

with commodities, that’s usually

outside that range. Firms don’t

really know (who) their supplier’s

suppliers are,” Mr. Closs said.

Agreements with direct suppli-

ers requiring them to inform an

organization of major changes

down the supply chain is one step

to mitigate reputational risks,

said Randy Nornes, executive vice

president at Aon Risk Solutions in

Chicago.

For example, audit, environmen-

tal, health and safety teams can

look at potential trouble spots

along the global supply chain to

consolidate and connect informa-

tion to see the totality of risks.

“The challenge is you’ve got a lot

of information now that has to

come back to a central place so

that someone can understand and

look at it and connect the dots,”

Mr. Nornes said.

Gathering such information

often is difficult and costly, but it

can help pricing (see story below).

As a merchandiser and distribu-

tor, “Our risk management phi-

losophy is really to transfer the

risk back to the responsible

party,” Mr. Montanez said. “We

have no choice because, at the end

of the day, it’s our customer that’s

being adversely affected.”
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Meanwhile, more state legisla-

tion is expected, say many

observers.

Martha J. Zackin, of counsel at

law firm Mintz Levin Cohn Ferris

Glovsky & Popeo P.C. in Boston,

said, “More states will follow sim-

ply because some states have

done it, so I think other states

think they now have to do it.”

Christopher Ezold, of the Ezold

Law Firm P.C. in Bala Cynwyd,

Pa., said, “There’s the practical

political reality that people feel

these questions are a massive

invasion of privacy, and so you’re

going to find politicals responding

to that because that’s sort of a

softball” issue. They can take the

position they are protecting their

constituents’ privacy, he said.

“It’s a pretty low-risk piece of

legislation to try to get behind,”

said Peter J. Gillespie, of counsel

at law firm Fisher & Phillips L.L.P.

in Chicago. 

“I think also you’re going to find

that asking for passwords can trip

so many other legal liabilities for

employers that passing these

rules isn’t going to have any oppo-

sition,” Mr. Ezold said. 

“I think we’ve seen a dramatical-

ly reduced instance of asking for

these passwords in the past sever-

al months” since it has become a

well-publicized issue, Mr. Ezold

said. In particular, large employ-

ers with institutionalized process-

es “are not going to be doing that.”

Others agree that relatively few

employers demand such informa-

tion.

Susan W. Kline, a partner with

law firm Faegre Baker Daniels

L.L.P. in Indianapolis, said her

clients “are staying away from

that completely.” There is “too

much potential for getting, and

being influenced by, information

that really is not relevant to a hir-

ing decision,” she said.

Steven J. Fishman, a member of

law firm Bodman P.L.C. in Detroit,

said asking for social media pass-

words is not “as prevalent as the

introduction of legislation would

indicate,” but there are times

when employers need to gain

access to social media to investi-

gate reports of harassment. 

Typically, though, an employer

will achieve access voluntarily

through an employee or cooperat-

ing witness, Mr. Fishman said.

PASSWORD
Continued from page 3

SUPPLIERS: Reputations jeopardized
Continued from page 1

risks facing companies and gov-

ernments.

The report is the result of a sur-

vey of 1,234 respondents from

business, academia, nongovern-

mental organizations, interna-

tional organizations and the pub-

lic sector, among other bodies,

and was developed with contribu-

tions from Marsh & McLennan

Cos. Inc., Swiss Re Ltd., Zurich

Insurance Co. Ltd., the Oxford

Martin School of the University of

Oxford, the National University of

Singapore and the University of

Pennsylvania’s Wharton Center

for Risk Management. 

One of the biggest challenges

facing companies and countries is

the interconnected nature of

risks, the panelists said.

“Risks don’t stop at your factory

door,” said Axel P. Lehmann,

chief risk officer at Zurich. “And

risks don’t stop at national bor-

ders,” he said.

Countries need to strengthen

their risk management approach-

es, he added. 

Governments need to invest

more in risk management and

adopt a multidisciplinary ap-

proach to addressing risks, said

John Drzik, CEO of Oliver

Wyman Group, part of Marsh.

If all countries had country risk

managers, they would be more

able to cooperate to tackle risks

internationally, he added. 

Among the biggest threats

posed by interconnected risks is

the rising incidence and severity

of severe weather events coupled

with a huge increase in people liv-

ing and working in coastal areas

that are prone to such events, the

panelists said.

This increases the vulnerability

of economies to severe weather

events and multiplies economic

and insured losses, said David

Cole, chief risk officer at Swiss Re

Ltd.

Governments and businesses

should work together to improve

the infrastructure of those

regions, Mr. Cole said.

Two big risks — an environmen-

tal storm and an economic storm

— are “on a collision course,”

according to Mr. Drzik.

Governments increasingly are

shouldering a lot of the economic

relief efforts after natural disas-

ters, he said, and this, in turn, cre-

ates an expectation from the pub-

lic that governments will provide

a backstop when environmental

catastrophes occur, he said. 

Governments, however, face fis-

cal constraints and, therefore,

have less capacity to respond to

such events, he said. 

To address this issue, Mr. Drzik

said, governments should behave

more like insurance companies

and build insurance-type capacity

into their funds. 

Governments also should look

to transfer some of that risk to the

insurance industry or capital

markets or to create a disaster-

risk financing solution supported

by insurance or capital market

tools, he said.

Other ways to address these

risks include offering counter-

incentives to dissuade people

from moving to coastal areas, Mr.

Drzik said.

Continued from page 3

Information gathering an investment worth making

WEF: Governments urged to manage risks

I
n-depth information about an organization’s

supply chain can help avoid reputation-damag-

ing disruptions and help insurers underwrit-

ing supply chain coverage. 

While such data can be costly for companies to

gather and interpret, it may be a cost worth con-

sidering, experts say. 

Jeffrey Beauman, FM Global’s Johnston, R.I.-

based vice president and manager of all-risk

underwriting, said U.S. building codes are an inte-

gral part of physical hazard analysis. “When you

move into other parts of the world, that same level

of building code is not as well developed,” he said. 

“If you’re going to do business with a third party

in other parts of the world, you need to change

your assumptions about what fundamental proper-

ty loss prevention systems might be in place,” Mr.

Beauman said. “From an underwriting perspec-

tive, we approach managing that transfer of risk

from the level of information that is available.”

Companies operating abroad also understand

risks related to nondamage business interrup-

tion, such as political unrest, environmental viola-

tions and poor working conditions, among others,

experts say.

“You now have to look at a number of risks,”

said Tom Teixeira, London-based partner in the

global solutions consulting group for Willis

Group Holdings P.L.C. “In many cases, it’s those

that are related to nondamage business interrup-

tion that could lead to the reputational impact.”

Companies need the right degree of visibility and

a supply chain that operates ethically with the

right quality, health and safety standards, he said.

“Creating that framework of visibility can be

done, but it is expensive,” Mr. Teixeira said. “It is

a cost these companies now really need to consid-

er absorbing.”

“With this data more available now, it falls very

much in line with what underwriters need. The bet-

ter the quality data you could provide to the under-

writer, ultimately the lower the price,” he said. 

With the proper underwriting data, Allianz S.E.

offers a bespoke business interruption and con-

tingent business interruption policy that includes

nondamage perils such as political unrest and

labor strikes, the Munich-based insurer said in a

November report.

Allianz requires a buyer to provide “information

about its suppliers’ and customers’ sites and

transport routes at a minimum” to underwrite

the cover, according to the report. 

With greater understanding of a company’s

global exposures, “you’re always going to be in a

better position to better underwrite a risk,” said

Tom Varney, Chicago-based head of risk consult-

ing for Allianz Global Corporate & Specialty.

By Mike Tsikoudakis
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EDUCATION

LEGAL NOTICE

IN THE MATTER OF THE LIQUIDATION OF MIDLAND PROPERTY AND CASUALTY INSURANCE COMPANY
Supreme Court County of New York  Index No.: 41782/1990

NOTICE
Pursuant to an order of the Supreme Court of the State of New York, County of New York (“Court”), entered June 1, 1990

(“Liquidation Order”), the then-Superintendent of Insurance of the State of New York, and his successors in office, were ap-
pointed as liquidator (“Liquidator”) of Midland Property and Casualty Insurance Company (“MIDPAC”) and, as such, has been
directed to take possession of MIDPAC’s property, liquidate its business and affairs, and dissolve its corporate charter pursuant
to Article 74 of the New York Insurance Law (“Insurance Law”).  The Superintendent of Financial Services of the State of New
York has now succeeded the Superintendent of Insurance as Liquidator of MIDPAC.  The Liquidator has, pursuant to Insurance
Law Article 74, appointed an Acting Special Deputy Superintendent (“Acting Special Deputy”) and Assistant Special Deputy
Superintendents (“Assistant Special Deputies”), as his agents to liquidate the business of MIDPAC.  The Acting Special Deputy
and Assistant Special Deputies carry out his duties through the New York Liquidation Bureau, 110 William Street, New York,
New York 10038.  The Liquidator has submitted to the Court a verified petition (“Verified Petition”) seeking an order:  (i) ap-
proving the Liquidator’s Report on the Status and Request to Close (“Closing Report”) MIDPAC’s liquidation proceeding
(“Liquidation Proceeding”) and the financial transactions delineated therein; (ii) authorizing the continued payment of ad-
ministrative costs and expenses, including such costs and expenses pertaining to the closing of the Liquidation Proceeding;
(iii) authorizing the continued distribution of MIDPAC’s assets, to the extent assets are available after payment of adminis-
trative costs and expenses, to Midland Insurance Company in Liquidation (“Midland”), as the parent company of MIDPAC;
(iv) terminating and closing the Liquidation Proceeding; (v) authorizing the Liquidator, without further application to this
Court, to continue to receive and disburse assets to Midland, as the parent company of MIDPAC, after the termination of
the Liquidation Proceeding and to pay all administrative costs and expenses incurred in connection with any such distribu-
tions; (vi) releasing and discharging the Liquidator, his predecessors and successors in office, and their agents, attorneys
and employees, from any and all liability arising from their acts and omissions in connection with the Liquidation Proceeding;
(vii) authorizing and directing the Liquidator, in his discretion, to destroy or otherwise dispose of any and all of the books,
files, records and other property of MIDPAC without further order of this Court; and (viii) providing for such other and further
relief as this Court may deem just and proper;

A hearing is scheduled on the Verified Petition on the 6th day of March, 2013, at 9:30 a.m., before the Court at the Court-
house, IAS Part 2, 71 Thomas Street, in the County, City, and State of New York.  If you wish to object to the Verified Petition,
you must serve a written statement setting forth your objections and all supporting documentation upon the Liquidator
and on the Clerk of the Court with an affidavit of service on the Liquidator, at least seven days prior to the hearing.  Service
on the Liquidator shall be made by first class mail at the following address:

Superintendent of Financial Services of the State of New York as Liquidator of Midland Property and Casualty 
Insurance Company, 110 William Street, New York, New York 10038, Attention:  John Pearson Kelly, General Counsel 

The Verified Petition and Closing Report are available for inspection at the above address.  In the event of any discrep-
ancy between this notice and the documents submitted to Court, the documents control.

Requests for further information should be directed to the New York Liquidation Bureau, Creditor and Ancillary Opera-
tions Division, at (212) 341-6665.

Dated: January 2, 2013
Superintendent of Financial Services of the State of New York as

Liquidator of Midland Property and Casualty Insurance Company
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in Louisville, Ky., also said RIMS

is concerned about the possible

revival of efforts to subject certain

reinsurance transactions to addi-

tional taxes. Rep. Richard Neal, D-

Mass., introduced legislation to

tax the transactions in previous

congresses, although the bills

never reached the House floor.

“We continue to oppose the Neal

bill ... because we’re concerned

about market availability and

rates if that bill were to pass,” Ms.

Snow said. She said RIMS is con-

cerned the Neal bill language

could be tacked on to another bill.

Mr. Grande said that, along with

renewal of the terrorism insur-

ance program, tax reform is one

of the top two issues for NAMIC.

This is true whether lawmakers

“undertake massive rewriting of

the tax code or simply just look

for new revenue sources,” he said.

“Tax reform is of keen interest to

us,” said Frank Nutter, president

of the Reinsurance Association of

America in Washington. “The new

reinsurers that have been formed

have largely gone offshore, and I

think part of that is the U.S. tax

system is not a carrot but a deter-

rent to formation in the U.S.” 

Superstorm Sandy could affect

congressional consideration of

natural catastrophe response,

said the AIA’s Mr. Santos.

“Some of the policy implications

post-Sandy are on infrastructure

and building codes. I think that will

be part of the discussion,” he said.
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adviser for those people.”

Michael Bell, executive vice pres-

ident of U.S. sales for Itasca, Ill.-

based TPA Gallagher Bassett

Services Inc., said clients often ask

the firm for exclusive adjusters to

ensure they have a manageable

caseload and can devote undivided

attention to their account.

Companies with a large case-

load may not see much of a differ-

ence in price if they consolidate

their cases with a group of exclu-

sive adjusters, Mr. Bell said.

Companies that have caseloads of

125 open claims or fewer might

pay 10% to 20% more for using

exclusive adjusters rather than

using adjusters who work with

multiple accounts, he said.

That additional cost can be

recouped by exclusive adjusters’

ability to focus on that client’s

workers comp claims and improve

claim outcomes, Mr. Bell said.

“If you’re able to achieve a 5%

better outcome on (claim costs), it

far outweighs the additional fee

that they would have paid on the

front end,” he said.

Mary Proietti, risk manager of

Lake Forest, Ill.-based manufac-

turer Packaging Corp. of America,

said the company is looking to set

up an exclusive adjuster arrange-

ment with Gallagher Bassett, the

company’s TPA.

PCA, which is self-insured, has

about 10,000 employees at more

than 100 locations nationwide. The

company currently works with

about 14 adjusters at Gallagher

Bassett who also work on other

accounts. Ms. Proietti said PCA

could benefit from having a couple

of adjusters who work solely on

the company’s behalf.

“We’d be much more efficient,”

Ms. Proietti said. “We’d have

more control over our service,

and the reserving and the file

reviews, and all of that wouldn’t

be so cumbersome. So just in gen-

eral, there would be a much better

outcome, and I believe the costs

would reflect that.”

About 70% of Sedgwick Claims

Management Services Inc.’s

clients use exclusive adjusters for

workers comp and liability claims,

said Kathryn Tazic, the compa-

ny’s senior vice president of client

services in Chicago. The TPA says

the exclusive arrangement can

help bolster clients’ risk manage-

ment programs by giving them

increased access to their

adjusters.

“We really believe that the more

involved that a customer can be in

their claim program, the better

that the program’s ultimate out-

comes will be,” Ms. Tazic said.

While experts agree there are

benefits to working with dedicat-

ed claims adjusters, they say com-

panies run the risk of losing

adjusters’ expertise if they ever

leave their TPA employer.

“The only downside is if they

leave or are promoted,” said Mike

Kenitz, Midwest regional practice

leader for strategic outcomes

practices at Willis North America

Inc. in Pittsburgh. “And then

you’re looking at totally replacing

the position.”

Experts say companies can help

minimize turnover risk by work-

ing with more than one dedicated

adjuster. They also recommend

that employers help adjuster

retention by letting them know

they are valued team members.

DEDICATED: Demand grows
Continued from page 4

AIG opts out of lawsuits

against government

■ American International Group

Inc.’s board of directors decided

against joining lawsuits filed

against the federal government

by Starr International Co. Inc.

contesting certain aspects of the

government’s rescue of AIG in

2008. Former AIG CEO Maurice

R. Greenberg, who now heads

Starr, alleged that the terms of

the government’s rescue of AIG

were unfair to shareholders and

loans to AIG carried an unfairly

high interest rate. 

Liberty Mutual

consolidates units
■ Liberty Mutual Insurance Co.

will consolidate eight regional

commercial lines under its cor-

porate brand name and retire the

regional brand names this year,

it said. The eight brands assum-

ing the Liberty Mutual name are

America First Insurance Co.,

Colorado Casualty Insurance

Co., Golden Eagle Insurance

Corp., Indiana Insurance Co.,

Liberty Northwest, Montgomery

Insurance, The Ohio Casualty

Insurance Co. and Peerless

Insurance Co.

Obama signs Medicare

Secondary Payer Act
■ H.R. 1845, a bill that aims to

simplify compliance with the

Medicare Secondary Payer Act,

has been signed into law by

President Obama. Supporters

say it will make it easier to reim-

burse the Centers for Medicare

and Medicaid Services.

Benefits pioneer

Theresa Stuchiner dies
■ Theresa Stuchiner, a pioneer

in the employee benefits consult-

ing field, died last week at age 91.

She was the first woman partner

at benefit consultant Kwasha

Lipton in Fort Lee, N.J., as well as

one of the first women to be

named a partner at any major

benefit consulting firm. 

Noted

■ The Risk & Insurance

Management Society Inc. has

named John Phelps, director of

business risk solutions for Blue

Cross and Blue Shield of Florida

Inc., as the society’s 2013 presi-

dent. Other RIMS officers for

2013 include Daniel H. Kugler,

assistant treasurer, risk manage-

ment at Snap-on Inc., vice presi-

dent; Nowell R. Seaman, manag-

er, risk management and insur-

ance services at the University of

Saskatchewan, treasurer; and

Carolyn M. Snow, director, risk

management at Humana Inc.,

corporate secretary. …

American International Group

Inc. President and CEO Robert

H. Benmosche has been named

the 2013 Insurance Hall of Fame

honoree by the International

Insurance Society.

Implementation of the Patient Protection and

Affordable Care Act continues to be of concern for

property/casualty producer groups as the new

Congress begins business.

For example, the medical loss ratio provision of

the health care reform law remains an issue for

the Independent Insurance Agents and Brokers of

America, said Charles Symington, senior vice

president for government affairs for the

Alexandria, Va.-based producer group.

Under the health care reform law, health insur-

ers must spend at least 85 cents of every premium

dollar collected on health care in the large-group

market and 80 cents in the individual and small-

group markets. Agent and broker groups have

tried to have their members’ commissions exclud-

ed from this requirement.

“Our membership is continuing to be very con-

cerned about the MLR impact on our small-busi-

ness owners as well their customers,” said Mr.

Symington. “We will continue to support legislation

to exclude agent compensation from the (MLR).”

“We are very focused on other components of

the Affordable Care Act as they are implemented,

most notably exchange creation and the proper

oversight of the navigator programs,” he said.

The navigator programs are created by the

Affordable Care Act in an effort to educate con-

sumers on the various options they would have in

the new health care marketplace. Concerns have

been raised about the proper oversight of the nav-

igators to protect consumers.

“Employee benefit issues continue to be domi-

nant with us, especially as we are now in the

whirlwind of PPACA implementation,” said Joel

Wood, senior vice president for government

affairs for the Council of Insurance Agents &

Brokers in Washington. “We are engaged in try-

ing to influence the hundreds of regulations to

preserve and enhance the employer-provided

group health insurance marketplace.”

— By Mark A. Hofmann

P/C groups eye health care reform implementation
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Business Insurance announces 
its fi rst ever 40 Under 40 

Regional Broker Leaders Award Program!

Do you want to recognize an outstanding Broker?
Nominations for this important event will open in mid-January, and will be accepted from fi ve 

regions of the U.S.:  Northeast; Midwest; West; Southwest; and Southeast. 

Presented by:

(New York City)

(Atlanta)

(Dallas)

(Los Angeles)

(Chicago)

WEST MIDWEST

SOUTHEAST

NORTHEAST

SOUTHWEST

After a thorough review by a panel of senior editors at Business Insurance, who will consider various criteria, including 
recent professional achievements, infl uence on the marketplace and contributions to their community, eight (8) Brokers 
will be identifi ed in each region, and the results will be announced on-line prior to the event date for each region – and a 
compilation of all 40 of the award winners will be in the Oct. 7, 2013 issue of Business Insurance. Honorees are selected from 
nominations submitted by readers of Business Insurance, and they must be age 40 or under at the time of their nomination.  
A series of regional receptions will be held in celebration of the achievements of the broker leaders.

For more information about how you can 
nominate a broker as a 40 Under 40 Regional 
Broker Leader, please contact Gavin Souter, 
Editor, at gsouter@BusinessInsurance.com. 

For additional details about the regional events 
and how you can participate, please contact 
Martha Donato, Director of Events and Brand 
Marketing, at mdonato@BusinessInsurance.com.

Visit www.BusinessInsurance.com/40Under40 
to obtain your 40 Under 40 Nomination Form today!
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OFF BEAT

How to undermine a case
in 140 characters or less

EX-FIANCEE ICES
THEFT CLAIM

AP PHOTO

Former Illinois Gov. Rod Blagojevich and his wife Patti.

Business Insurance isn’t all business all the time, and we know you’re not either. So

visit www.businessinsurance.com for more Off Beat stories and monthly photo

galleries featuring the best of the weirdest news about insurance, fraud, liability

issues and related topics that make people and companies do funny, silly and

strange things.

F
ormer Illinois Gov. Rod Blagojevich may be locked away in a feder-

al prison cell serving a 14-year sentence, but he is still making news

— or at least his image is. His wife, Patti Blagojevich, recently sued

a radio station for using the ex-governor’s photo on Chicago-area

billboards as well as on trains and buses. The advertisements

reportedly showed Mr. Blagojevich next to the words “He Never Listens

to FM News 101.1.”

Ms. Blagojevich evidently didn’t like the station’s attempts to profit

from her husband’s notoriety. The ex-governor, who once launched his

own media campaign to proclaim his innocence, was found guilty in 2011

in connection with corruption charges related to the selling of a Senate

seat vacated by then President-elect Barack Obama.

Now Mr. Blagojevich’s spouse is seeking $30,000 in damages, claiming

the radio station used the advertising to attract listeners and increase its

revenues, although reports say the advertising campaign flopped. 

Reports also say the radio station’s ads drew listener complaints for

being insensitive and telephone calls from an attorney representing the

Blagojevich family. That led to the station eventually placing a smiley

face over his billboard image.

B
eyonce’s advice notwithstanding, a New
York man probably wishes he hadn’t “put
a ring on it” when he filed a burglary

report with his insurer more than five years ago.
Nathan Daniel Cooperman was arrested on

charges of insurance fraud after investigators
discovered that the $50,000 engagement
ring he reported missing in 2007 never actu-
ally was stolen, according to the North
Carolina Department of Insurance. 

Mr. Cooperman allegedly filed the false
claim with Travelers Cos. Inc. after an August
2007 burglary of his former home in Durham,
N.C., and was awarded $49,200, state insur-
ance officials said in a statement. 

According to the release, Mr. Cooperman’s ex-
fiancee had the ring the whole time, and report-
ed the false claim to the insurance department.

F
iling a lawsuit claiming pain and suffer-

ing as a result of an auto accident while

also proclaiming on Twitter what a great

time you had partying in New Orleans is prob-

ably not a good move, a Georgia woman has

learned — to her apparent regret.

According to a report in a legal newspaper,

Omiesha Daniels had sought $1.1 million from a

June 2011 auto accident in which a truck oper-

ated by Atlanta Refrigeration Service Co. Inc.

slammed into a car in which she was passenger.

Ms. Daniels suffered a broken arm and a fore-

head laceration, and claimed the accident inhib-

ited her ability to do her job as a hair stylist.

However, while the litigation was pending,

Ms. Daniels, 22, wrote Twitter posts that talked

about her “epic weekend” in New Orleans and

showed pictures of herself with friends at a

beach for spring break.

A Gwinnett County State Court jury in

Lawrenceville, Ga., returned a verdict of

$237,000 against Atlanta-based Atlanta

Refrigeration Service. The verdict was appor-

tioned down to $142,000 because the jury found

the company 60% liable and the car’s driver

liable for the remaining 40%.

Ms. Daniels’ attorney, Michael L. Goldberg, of

Fried Rogers Goldberg L.L.C. in Atlanta, said

the Twitter posts gave the jury the impression

Ms. Daniels was not really injured. “There was

nothing she posted that was different from what

she said she could do, but with the jury we had,

there was some concern that if they gave this

girl a large reward, she was going to go out and

party later, ” Mr. Goldberg said.

The award covers Ms. Daniels’ $58,000 in

medical expenses, but does not include puni-

tive damages.

A
n insurance pricing comparison serv-
ice in the United Kingdom harnessed
the mind of science genius Stephen

Hawking to bend time and space for one of
its commercials.

In the commercial for Newport, Wales-
based Gocompare.com Ltd., Mr. Hawking
reveals that he has solved the mystery of how
to generate a “super massive black hole.”
When asked what he’d do with such knowl-
edge, Mr. Hawking opens a black hole that
sucks in the fictitious tenor, Gio Compario,
who sings the annoying Gocompare.com song.

This isn’t Mr. Hawking’s first time on televi-
sion. In recent years, the 70-year-old physi-
cist has appeared on television shows such
as “Star Trek: The Next Generation,” “The
Simpsons” and “Red Dwarf.”

“I confess I am a fan of the Gocompare
adverts,” Mr. Hawking said in a news report.
“I am also an opera fan, so I was delighted to
be given the opportunity to help save the
nation and silence Gio.”

RADIO STATION
GETS BAD RECEPTION
WITH EX-GOV’S WIFE

AP PHOTO

Mr. Hawking filmed a commercial for
Gocompare.com

Contributing: Roberto Ceniceros, Matt Dunning,

Judy Greenwald, Mike Tsikoudakis

Genius hawks
for U.K. company

Buried bike
haunts fraudster

A
Michigan man was sentenced to six

months in jail for burying his motorcy-

cle and reporting it stolen to collect

insurance money. 

Chad E. Dejongh of Beaver Township in Bay

County, Mich., in 2009 reported his Rocker C

Harley-Davidson motorcycle stolen after he left

the bike in his yard with a “for sale” sign on it. 

The bike reportedly was insured by

Cincinnati-based American Family Home

Insurance Co., which paid him more than

$20,000 in claims for the stolen bike.

In the midst of a divorce with his wife in 2011,

Laurie Dejongh contacted authorities and

alleged that Mr. Dejongh

buried the bike on a relative’s

property.

A Bay County judge on

Monday sentenced Mr.

Dejongh to six months in jail

and ordered him to pay near-

ly $23,000 in restitution to the

insurer and $2,500 to the Bay

County sheriff’s department,

according to reports.
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