
By JERRY GEISEL

WASHINGTON—Congressional sup-
port for once politically popular
extensions of federal COBRA premi-
um subsidies for laid-off workers

finally may be waning.
Facing a rebellion from party

members concerned about costs,
House Democratic leaders stripped
numerous provisions from a tax bill
passed prior to the Memorial Day

recess, including one that would
have extended the 15-month, 65%
COBRA premium subsidy to

employees involuntarily terminated
through year-end.

Due to that failure to act, the sub-
sidy is not available to employees
who lose their jobs after May 31.

It was the cost of the provisions,
including the COBRA extension,
that triggered opposition.

“While there were many worth-
while and important elements in
this bill, it was not paid for and
therefore I could not support it,”
Rep. Gerald Connolly, D-Va., said
in a statement after the House
approved the stripped-down bill.

“Congress needs to get serious
about spending and the deficit,”

See COBRA page 21

AIG weighs options
after AIA deal dies
IPO again possible
after U.K. insurer
withdraws offer

By JUDY GREENWALD

NEW YORK—With the collapse of
American International Group
Inc.’s $35.5 billion deal to sell its
Asian life insurance unit to Pruden-
tial P.L.C., AIG’s remaining options
include an initial public offering for
AIA Group Ltd., finding another
buyer or breaking up AIA and sell-
ing it piecemeal, observers say. 

The deal’s failure is seen as a blow
to AIG’s efforts to regain momen-
tum by selling noncore assets to
repay the federal government for its
September 2008 bailout of AIG,
observers say.

When the deal with London-
based Prudential was announced in
March, observers said the $35.5 bil-
lion price was significantly more
than the unit would have fetched
only several months earlier, and
described it as a ringing validation
of AIG President and CEO Robert
M. Benmosche’s policy of not rush-
ing to dispose of AIG’s noncore
assets (BI, March 8).

But in response to growing Pru-

dential shareholder unrest about
the deal’s price, Prudential indicat-
ed late last month that it was seek-
ing a new deal. AIG responded with
a curt statement: “We have signed
an agreement with Prudential, and
we expect them to use their best
efforts to live up to it.”

Last week Prudential said it
planned to terminate the deal,
despite being obligated to pay a
£152.6 million ($220.7 million)
breakup fee.

In a subsequent letter to AIG

See AIA page 20
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‘Very active’ hurricane
season predicted
This year’s Atlantic hurricane
season will be “very active,”
according to the Tropical
Meteorology Project at Colorado
State University. The project
predicted 18 named storms will
form this season. Ten of those
storms will become hurricanes
and five of those will become
major hurricanes, forecasters
said. In addition, the team
predicted a “well-above-average
probability” that a major
hurricane will make landfall in
the United States or Caribbean.

U.S. reinsurers’ combined 
ratio deteriorates: Survey
U.S. reinsurers reported a
102.2% combined ratio in the
first quarter of 2010,
deteriorating from 95.5% during
the same period last year,
according to a survey of 19
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SPOTLIGHT
PUBLIC ENTITY RISK

MANAGEMENT
Budget cuts, lower tax
revenues force public entity
risk managers to get
creative; risk managers at
public universities address
tough economy by focusing
on efficiency; public entity
risk pools retain members
despite soft market; Q&A
with new PRIMA president.
PAGE 11

AIA BY THE NUMBERS
Figures for first quarter 2010.

REVENUES: $3.18 billion

PRETAX INCOME: $658 million

OPERATES PRIMARILY IN:
China, Singapore, Malaysia, Thailand,
South Korea, Australia, New Zealand,
Vietnam, Indonesia and India. 

Source: SEC filings
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The official ball for the FIFA 2010 World Cup is pictured. There is $650 million in
coverage for postponement or relocation of the event, which starts this week.

Insurance, security in place
as 2010 World Cup kicks off

By MICHAEL BRADFORD

JOHANNESBURG—Organizers are
prepared with plenty of insurance
and tight security to counter the
risks of holding the 2010 FIFA
World Cup, the first time the event
is being held in South Africa.

The Fédération Internationale de
Football Assn. is protecting its

investment with $650 million in
coverage to protect against post-
ponement or relocation of the
event, which runs June 11 through
July 11. The bulk of the coverage,
which will remain in place for the
2014 World Cup in Brazil, is rein-
sured by Swiss Reinsurance Co. and

See CUP page 19

House Democratic leaders stripped
numerous provisions from a tax bill
passed prior to the Memorial Day
recess, including one that would
have extended the 15-month, 65%
COBRA premium subsidy to
employees involuntarily terminated
through year-end.

15 mos./65%



LOG ON, WEIGH IN
Registered BusinessInsurance.com users now
have an expanded array of online community
tools. Register and log in to customize your
personal profile, create blogs, invite
friends, join discussions and more.

WEBINARS
AND
WEBCASTS
Business Insurance’s
webinars and webcasts
are presented live online
and afterward are
accessible on demand.
Register now for the
“Business Resiliency”
custom webinar at 2 p.m.
EDT June 17, or sign up
to view the archived
“Storm Warning” and
“Buyer Beware”
webcasts. Go to
Webcasts/Webinars
under Tools & Resources.

Terrorism
Crime
Kidnapping
Civil unrest
Regime instability
State impunity
Espionage
State corruptibility
Armed conflict

Only Aon provides crisis management 
solutions that shed light on security situations 
in individual countries around the world, 
including real-time information, safety advice 
and cultural awareness.

AWARENESS
UNITED IN

Reduce your vulnerability and protect your business. 
Access our 2010 Terrorism Threat Map and explore related 
solutions via www.aon.com/terrorismmap ↓

Business Insurance

Business Insurance (ISSN 0007-6864) Vol. 44, No. 23, is published weekly, except for combined issues the first week of June,
the second week of June, the third week of June, the fourth week of June, the first week of July, the second week of July, the
fourth week of July, the first week of August, the second week of August, the third week of August, and no issue the fourth
week of December, by Crain Communications Inc., 360 N. Michigan Ave., Chicago, Ill. 60601-3806. Periodicals postage is paid
at Chicago and at additional mailing offices. POSTMASTER: E-mail address change to customerservice@businessinsurance.com
or mail to Business Insurance Circulation Department, 1155 Gratiot Ave. Detroit, Mich. 48207-2912. $5 a copy and $125 a year
in the U.S. $130 in Canada and Mexico (includes GST). All other countries, $230 a year (includes expedited air delivery). Cana-
dian Post International Publications Mail Product (Canadian Distribution) Sales Agreement No. 40012850, GST No. 136760444,
Canadian return address: 4960-2 Walker Road, Windsor, ON N9A6J3. Printed in U.S.A. Copyright © 2010 by Crain Communi-
cations Inc. 

Online features & highlights www.businessinsurance.com

MOST POPULAR STORIES
Week of May 31, 2010

In a new video,
experts Ryan Pratt of
Ernst & Young and
Karen Avery of Marsh
tell why you should
have a business
continuity plan in
place.

VIDEO:
BUSINESS
CONTINUITY

1. CRC files new suit against
Ryan Specialty over raid

2. HHS releases draft application
for early retiree claims

3. Rating agencies not
‘underwriters,’ judge rules

4. COBRA subsidies to lapse
during congressional recess

5. U.S. fights Transocean’s bid
to limit liability

6. Berkshire confirms Buffett
subpoenaed to testify

7. Alterra Capital names
head of underwriting unit

8. Moody's reports liability limits
of $1.61B in oil spill

9. Insurance CEO of Bermuda-based
Endurance retires

10. Group health insurance rates
on the rise: Survey

GET ONLINE NEWS EACH DAY 
Subscribe to BI’s daily newsletter

Public Entity Risk Pools 
Directory available under Lists & Data

2 | June 7, 2010 Business Insurance

FOLLOW BI ON TWITTER
Business Insurance has a new home on Twitter, and now
you can follow the magazine’s writers as they post the

latest information and discussions on risk
and benefits news, agents and
brokers, health care reform, liability

and litigation, insurers and reinsurers,
workers compensation and more. Follow

us at www.twitter.com/BusInsMagazine. 
Congressional support for once
politically popular extensions of
federal COBRA premium subsidies
for laid-off workers may be
waning. Editor-at-Large Jerry
Geisel answers frequently asked
questions about the COBRA
provisions online. Go to the
Online Features section of the
home page.

SUBSIDY

SPOTLIGHT
PODCAST
Listen to a full-length podcast
of PRIMA President Laura
Peterson’s page 16 interview.
Click through to the Spotlight
section from the Audio page.



By SALLY ROBERTS

CHICAGO—CRC Insurance Services Inc.
and Ryan Specialty Group Inc. will plead
their cases Friday in front of a federal
judge in Chicago over whether more
than 120 former CRC employees can
join the rival wholesaler.

CRC is seeking a preliminary injunc-
tion against Chicago-based Ryan Spe-
cialty; its founder, Patrick G. Ryan; its
subsidiary, RT Specialty L.L.C.; and more
than 35 former CRC employees. 

Among other things, CRC is seeking
to restrain its former employees, who
resigned last month, from being employed or associat-
ed with any entity in competition with CRC in the state
of Illinois, and from soliciting CRC’s employees and
customers for two years, as stipulated in employees’
respective employment contracts.

“If CRC’s former employees are not enjoined from vio-
lating the noncompete, nonsolicitation and nonaccept

provisions in their employment agree-
ments and if RTS, RSG and (Mr.) Ryan are
not enjoined from soliciting and accept-
ing CRC’s clients, CRC’s very survival is
in jeopardy,” CRC said in its motion.

CRC turned to U.S. District Court in
Chicago last week after an Alabama cir-
cuit court judge ruled May 28 that the
court did not have jurisdiction over Ryan
Specialty, Mr. Ryan and RT Specialty
because the alleged wrongdoing did not
occur in Alabama, where CRC is based.

However, the Alabama judge ruled
that the court does have jurisdiction
over Ed McCormack, who also was

named in CRC’s suit. Mr. McCormack is a Chicago-
based attorney who worked for CRC on several matters
while in private practice before joining Ryan Specialty
as a managing director this year. CRC contends that
after obtaining knowledge of CRC’s business opera-

CRC trying to block Ryan Specialty hires
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Legislation at odds
with plans to lure
captives, critics say 

By RODD ZOLKOS

TRENTON, N.J.—Bills in the New
Jersey Legislature aimed at making
changes to state taxicab laws con-
tain language that would block risk
retention groups’ ability to cover
New Jersey taxi operators, and
would seem to run counter to
efforts to promote the state as a cap-
tive domicile.

The provision in question in Sen-
ate Bill 1823 and its companion bill
in the state Assembly also appear at
odds with the federal Liability Risk
Retention Act of 1986 and a 2000
federal appellate court ruling related
to a similar measure in Oregon.

“The bill as originally drafted was
designed to protect passengers in
taxicabs,” including insurance
requirements for cab operators, said
Gregg Sgambati, founder and presi-
dent of the Mahwah, N.J.-based
New Jersey Captive Insurance Assn.

“Later an amendment was put in

to require that any insurance com-
pany from which a taxicab opera-
tion purchases coverage needs to be
an admitted company and a mem-
ber of the guaranty association,”
Mr. Sgambati said.

The guaranty association require-
ment effectively would rule out risk
retention groups from covering taxi
operators because a section of the
LRRA stipulates that risk retention
groups can’t be required or permit-
ted to be members of such state
guaranty associations.

In a 2000 ruling in National War-
ranty Insurance Co. vs. Mike Green-
field, the 9th U.S. Circuit Court of
Appeals upheld a lower court ruling
that the LRRA pre-empted an Ore-
gon law that would have blocked
RRGs from selling reimbursement
insurance policies to auto dealers in
the state.

The Oregon law had required
auto dealers selling service warranty
policies to prove financial responsi-
bility by purchasing reimbursement
coverage from “authorized” insur-
ers, which were required to be
members of the Oregon Insurance

Amid ample capacity,
prices drop up to 15%,
intermediaries report

By COLLEEN McCARTHY

Reinsurance rates for June 1
renewals of catastrophe-exposed
property in Florida have declined
up to 15% due largely to ample
capacity, separate reports concluded
last week. 

In addition, the state-controlled
Florida Hurricane Catastrophe
Fund, which has faced steep fund-
ing shortfalls in the past, is fully
financed and able to meet its obliga-
tions to insurers should a major
storm or storms strike the state, its
advisory council said late last
month. The fund provides reinsur-
ance for insurers in the state, issued

through a mandatory layer and an
optional layer, which is known as
the temporary increase in coverage
limit layer, or TICL. 

According to a briefing from New
York-based Guy Carpenter & Co.
L.L.C., average property catastrophe
reinsurance rates for Florida pro-
grams renewing June 1 fell 5% to
7% from a year ago. This year’s
terms had an average decrease of
5% to 7% in the lower layers, where
capacity was less abundant, and a
13% to 15% decline in the upper
layers, Guy Carpenter said. 

The declines, measured on a year-
over-year risk-adjusted basis, bring
pricing about in line with 2008, par-
ticularly for upper layers, according
to the briefing. 

While Florida always is a chal-
lenge for firms placing reinsurance
programs, declining pricing “is
viewed as a very positive develop-

ment,” said Lara Mowery, Min-
neapolis-based global head of prop-
erty specialty at Guy Carpenter. 

Separately, Chicago-based Aon
Benfield Inc. last week said record
levels of reinsurer capital saw rates
for catastrophe-exposed Florida
property decline an average of 10%
to 15% for June 1 renewals, with
greater variance based on reinsurers’
view of cedents’ credit quality. 

In addition, reinsurers have had
positive underwriting results during
the past four years in Florida due to
minimal catastrophes, Aon Benfield
said. 

Buyers typically turn to the pri-
vate reinsurance market to secure
coverage for layers in their program
that sit just below or just above the
mandatory coverage layer provided
by the FHCF, experts said. 

Rig owner, others
covered for liability,
but BP self-insured

By ZACK PHILLIPS

Offshore energy companies
involved in the Deepwater Horizon
oil spill have $1.61 billion in liabili-
ty insurance limits, according
Moody’s Investors Service.

The Deepwater Horizon oil rig
sank April 22 after an explosion on
board that killed 11 workers. The
operator of the rig, BP P.L.C., last
week attempted another operation
to stop the flow of oil from a leaking

well, which is gushing at least
12,000 barrels of oil a day into the
ocean. 

In a report released last week,
Moody’s said that Transocean Ltd.,
which owned the rig, carries $950
million in liability limits; Cameron
International Corp., which provid-
ed the blowout preventer, has $500
million in liability limits; and
Anadarko Petroleum Corp., which
holds a 25% working interest in the
project, has $162 million in liability
limits.

Transocean also had $560 million
in property coverage for the rig,
which has been declared a total loss. 

Smith International Inc. and Hal-
liburton Co., both drilling service

providers, as well as Mitsui & Co.
Ltd., which has a 10% working
interest in the project, also have
exposure to the loss, but Moody’s
said no information is available on
those firms’ exposure.

BP self-insured its liability and
property exposure.

A.M. Best Co. on Wednesday
revised its outlook on BP’s captive,
Jupiter Insurance Ltd., from stable
to negative in light of the ongoing
Deepwater losses. “Given the mag-
nitude of this event, it is currently
impossible to assess the impact on
BP, both in terms of financial liabil-
ities and reputational damage,” Best

Florida catastrophe reinsurance rates fall

See BP page 20

See RRGs page 17 See CRC page 20

See FLORIDA page 19

Mr. Ryan

MARINE & ENERGY

ALTERNATIVE RISK TRANSFER/CAPTIVES REINSURANCE

SURPLUS LINES

Bills in the New Jersey Legislature
would effectively bar risk retention
groups from writing taxi risks.

AP PHOTO

A brown pelican was covered in oil along the Louisiana coast last week. BP is
self-insured for liability and property exposures arising from the oil spill.

New Jersey sets roadblock
for RRGs insuring taxis

Gulf spill insurance exposure tops $1.6B: Moody’s
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Speaker tells forum
attendees it’s time to
be ‘reliable, effective’

By JOANNE WOJCIK

COLORADO SPRINGS, Colo.—The
health insurance industry is com-
mitted to making health care
reform work despite its objections
to the federal law, an executive of
America’s Health Insurance Plans
told members of the Council of
Insurance Agents & Brokers.

Mike Tuffin, executive vp of AHIP
and keynote speaker at the CIAB’s
9th Annual Employee Benefits
Leadership Forum last week, said

AHIP also hopes the midterm elec-
tions change the complexion of
Congress and shift the Obama
administration’s stance to be more
aligned with that of the health
insurance industry.

However, it is unlikely that the
law, which was passed in Congress
on partisan votes without the sup-
port of the majority of U.S. resi-
dents, will be repealed, he said at
the Colorado Springs, Colo., gather-
ing.

“Health care reform is not over.
This is the only the end of the
beginning,” Mr. Tuffin said.
“Whether we like it or not, the bill
was passed. Now we must be reli-
able and effective implementation
partners. We need to stay engaged.

The single-payer and public-option
supporters have not given up,” he
warned.

The single-payer and public-
option provisions gained favor in

the U.S. House but lacked sufficient
support to pass the Senate.

To demonstrate aspects of the law
that the industry could influence,
Mr. Tuffin pointed out that the
massive bill contains at least 900
references to “the secretary shall,”
which may provide some flexibility
in the direction of the regulations
that the secretary of the Health and
Human Services Department will
set to implement the law’s provi-
sions.

“We will continue to speak out,
but we will also try to minimize the
disruption,” Mr. Tuffin said.

An area that AHIP pledges to per-
suade regulators to address is cost
containment, which its members
and employer customers feel was

inadequately addressed in the
health care reform law.

“The business community pays
for health care in this country. We
need to work with them to help
them explain to lawmakers why it’s
necessary to focus on costs,” Mr.
Tuffin said. “If you’re not bending
the cost curve and you add 30 mil-
lion new people to the
system…we’re just shuffling deck
chairs on the Titanic.”

Throughout the health care
reform debate, insurers were
blamed for the high cost of health
insurance, “but that’s not the
problem,” he said. “We pay more
for health care services than any

See FORUM page 6

HEALTH CARE REFORM

TERRORISM

Endurance Specialty Holdings Ltd.
has a new CEO, David Cash, after
the announcement this year of the
retirement of Kenneth LeStrange,
who led Endurance since its found-
ing in 2001. Mr. Cash spoke with
Business Insurance Editor Regis
Coccia about his plans for the Bermuda-based company, which writes
insurance and reinsurance on a variety of specialty lines.

Where would you like to take
Endurance?

It’s tempting to strike off in a
new direction, but the path
we’ve taken to date is one we
want to continue, with some
course correction due to market
conditions. Half of our business
is reinsurance and the other half
insurance, and we expect that to
continue. We have strong U.S.
and Bermuda presences and
we’re active internationally in
the reinsurance market. We cur-
rently offer a wide range of both
insurance and reinsurance prod-
ucts and are looking to continue
growing these areas organically.
We can do that without the need
for new infrastructure to support
our business.

Which business areas is Endurance
focusing on?

In primary insurance, we have
four businesses. Our agricultural
specialty subsidiary writes small
risks and is the fifth-largest crop
insurance writer in the U.S. We
have a middle-market or medi-
um-sized commercial business,
which we plan to grow by adding
additional products and lines of
business. Third is our Fortune

1000 business, where we provide
casualty coverages to North
America’s largest companies.
Here our core business is under-
writing excess casualty, profes-
sional liability and health care lia-
bility coverage on an excess basis.
Prospectively, our challenge in
this area is to penetrate more ful-
ly this customer segment. And
finally we have a program busi-
ness, which we see as a beach-
head for further developing a
middle-market retail and inde-
pendent agent-driven business. 

Our reinsurance business
already has a broad range of
product lines, including special-
ty areas such as property catas-
trophe, surety, aerospace and
marine, that we will continue to
grow organically. Another prior-
ity for us is to further expand
internationally. To that end, at
the Jan. 1 renewals, we grew our
reinsurance book by 30% year-
on-year, with significant contri-
bution to that growth coming
from our international opera-
tions in Singapore and Zurich.
We were able to build on rela-
tionships that our Bermuda cat
team had in Europe and Asia as
well as gain new clients in

&Answers
Questions

Endurance stays course

See CASH page 17

‘Whether we like it or not,
the bill was passed. Now
we must be reliable and
effective implementation
partners.’
Mike Tuffin,
America’s Health Insurance Plans 

Health insurance industry wants to work with reform law

Terror threat changes
as local groups spread
Despite rise in activity,
demand for coverage
appears to wane

By ZACK PHILLIPS

International terrorist groups like
al-Qaida are less effective now than
previously, but local terrorist groups
are on the rise, according to an Aon
Corp. report released Wednesday.

The Chicago-based broker’s 2010
Terrorism Threat Map, created in
collaboration with London-based
consultant Janusian Security Risk
Management P.L.C., found the
threat of terrorism has increased in
the United States. 

Meanwhile, reinsurance broker
Guy Carpenter & Co. L.L.C. said in
a separate report that reinsurers
would like to place more terrorism
business, but the demand for stan-
dalone terrorism coverage is on the
wane.

Aon’s map is based on a database
that monitors news of attacks,
thwarted plots, terrorist commu-
niqués and government counter-
measures. The findings represent a
snapshot of the security situation in
each country and are not intended
to be predictive, Aon said. 

Each country is categorized based
on its current threat level: low,
guarded, elevated, high and severe.

REUTERS/LANDOV

A bomb squad worker approaches
a vehicle in Times Square in New
York last month. An Aon report
says local terrorist groups are on
the rise in the United States.

A major hurricane in the Northeastern
United States could prove to be more
damaging than a similar one in Florida
or the Gulf Coast.

In fact, Alfred P. Tobin, managing
director and national property practice
leader for Aon Risk Services in New
York, said a repeat of the 1938 Long
Island Express that struck New England
could cause $50 billion in insured loss-
es. That would be more than the losses
from Hurricane Katrina in 2005.

Mr. Tobin offered that assessment
during Business Insurance’s “Storm
Warning: Is the Northeast Prepared for
a Hurricane Risks?” webcast last week,
one day after the Atlantic hurricane
season began on June 1. Forecasters
have been unanimous in predicting an
unusually active season this year.

But panelists pointed out in the web-
cast that risk managers can take steps
ahead of a storm to help mitigate its
impact, and provided guidance on
preparing for a hurricane.

“It is really critical that you under-
stand what your values are, where
they’re located and what their suscep-
tibility is to loss,” and then to run mod-
els similar to those used by insurers to
understand how the underwriters view
your risk, Mr. Tobin said.

“Expect that a hurricane will strike
the Northeast again,” said Darren R. Per-
ry, line of business director-property for
Zurich Services Corp. in Schaumburg, Ill.
Consider upgrading existing buildings
to current wind codes, he said.

“One of the main things is to devel-
op a written contingency plan” before
a hurricane strikes, said Richard E.
Lafayette, managing director and
executive general adjuster for Craw-
ford & Co. Global Technical Services in
Atlanta. This includes simple but some-
times overlooked activities such as
obtaining, fueling and performing
maintenance on emergency genera-
tors, he said.

The entire webcast can be accessed
for free online at www.business
insurance.com/section/webinars.

Free webcast on
Northeastern
hurricane risks

See TERROR page 18
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As risk managers gather this
week for the Risk & Insurance
Management Society Inc.’s
annual “RIMS on the Hill” leg-
islative conference, they can be
optimistic about the workings of
Washington. Given the climate
on Capitol Hill, that’s really say-
ing something.

But absent something unfore-
seen happening, two of RIMS’
paramount federal legislative
goals could become reality by
early this summer. 

One goal may be realized
because the financial services
regulatory reform bill being
hammered out by House and
Senate conferees will contain
language that would make it eas-
ier for qualified risk managers to
access the surplus lines insur-
ance market. This has long been
a goal of RIMS and other groups
such as the Council of Insurance
Agents & Brokers.

Although the measure—the
Nonadmitted and Reinsurance
Reform Act—received House
approval several times in recent
years, the Senate never took it up
until senators debated the com-
prehensive financial services
reform bill.

The measure enjoyed
wide support, little opposi-
tion and should have
become law years ago. For-
tunately, it now is on the
verge of doing so as part of
whatever bill emerges from
the House-Senate confer-
ence committee.

Another longtime risk man-
agement goal, the creation of a
federal insurance office within
the Treasury Department to pro-
vide expertise on insurance mat-
ters at the federal level, also
appears likely to become reality.
The Senate and House versions
of reform treat the office some-
what differently, but not so dif-
ferently that an Office of Nation-
al Insurance shouldn’t come
into being if financial services
regulatory reform becomes law.

Admittedly, both bills’ lan-
guage would set up a federal
insurance office with less power
than a lot of risk managers, bro-
kers and insurers would have
liked. But as is often the case
with legislative matters involv-
ing the property/casualty insur-
ance industry, the industry itself
remains split over how much
power, particularly to pre-empt
state insurance laws and regula-
tions, any federal insurance
office should exercise.

Still, simply bringing a federal-
level insurance office into being
would represent a major victory
for risk managers. For the first
time, federal decisionmakers
would have a central repository
of insurance knowledge they

could tap. Imagine how valuable
such an office would have been
in the days after the terrorist
attacks of Sept. 11, 2001, as
Congress and the White House
struggled to craft a plan that
would provide a terrorism insur-
ance backstop that would
respond to losses from future
catastrophic terrorist attacks.

That was one of the arguments
the chairman of the House
Financial Services Committee’s

Subcommittee on Capital Mar-
kets, Insurance and Government
Sponsored Enterprises—Rep.
Paul Kanjorski, D-Pa.—made
when he first introduced a bill to
create a federal insurance office.
To have the expertise at the fed-
eral level to fill the insurance
information gap in the wake of a
major terrorist attack was a good
argument then, and it’s just as
good an argument now.

While the powers granted to
the new office would fall short of
what risk managers and other
proponents of greater federal
oversight of insurance desired,
the entity established in the
name of financial services regu-
latory reform is a platform that
may be used to build additional
reforms in the future. The fact
that it took years to get some-
thing as common-sensical as sur-
plus lines reform through both
houses underscores that insur-
ance regulatory reform is a long-
term undertaking.

Remember what Tom Petty
sings: “The waiting is the hardest
part.” The near-certainty that sur-
plus lines regulatory reform and
an Office of National insurance
will come into being shows the
wait can be most worthwhile.

RIMS optimistic as it
heads to Capitol Hill

Commentary

Two of RIMS’ paramount federal
legislative goals could become
reality by early this summer.

Senior Editor Mark A. Hofmann
can be reached at:

mhofmann@businessinsurance.com

MARK A.
HOFMANN

877.898.5725 
TheNationalAlliance.com /education

3059 0110

W H AT  A R E  T H E Y  S AY I N G ?

Risk Management 
Webinar Oct. 14th

FREE 

“The Certified Risk Managers 
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professional who wants to gain 
more than “book knowledge”.  
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came away with something I 
could use the next day on the job. 
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of the content of the course than that!”

Steve Bryant, CRM, ARM
Managing Director
Texas Tech University System
Risk Management
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CRM Certified Risk Managers

‘Now I get it’.

other nation.”
While the cost of U.S. health care

has continued to climb, the net cost
of providing health insurance has
declined, he said.

For example, the percentage of pre-
miums allocated for administration
has fallen from an average of 13.67%
in 2003 to 11.15% in 2009, according
to data Mr. Tuffin presented.

As part of its regulator education
campaign, AHIP proposes a seven-
point plan much like its suggestions
prior to finalization of the federal
law: 

● Create cost and quality trans-
parency so patients and doctors can
make the safest, high-quality and
most cost-effective decisions;

● Coordinate and manage care of
patients with chronic conditions;

● Pay doctors and hospitals for
quality and value rather than vol-
ume;

● Advance evidence-based
medicine;

● Promote prevention and well-
ness;

● Reform medical liability;
● Transform administration to

improve efficiency and reduce med-
ical errors.

“Nobody’s talking about cutting
health care spending. We’re talking
about slowing the trajectory,” Mr.
Tuffin said. “If we could bend that
health care cost curve by 1% or
1.5%, you’re talking trillions of dol-
lars” that could be saved.

AHIP also is committed to
strengthening the legislation’s indi-
vidual mandate. Under the legisla-

tion, individuals who do not pur-
chase insurance will be forced to
pay the lesser of $695 or 2% of
income.

“Although I recognize that we

live in a country where people don’t
like the government to tell them
what to do, there has to be a better
incentive to get more people in the
system,” Mr. Tuffin said.

CONTINUED FROM PAGE 4

Forum: Industry wants to work with law

Group health insurance
rates on the rise: Survey
Group health insurance rates
for small and midsize employ-
ers are surging for 2011
renewals, according to a survey
by the Council of Insurance
Agents & Brokers.

Rather than absorbing the
costs, most employers are
changing their plan designs
and passing on some of the
increased costs to their employ-
ees, according to the CIAB’s
“June Employee Benefits Mar-
ket Survey” released last week
at the group’s Employee Benefit
Leadership Forum in Colorado
Springs, Colo.

Of the member benefits bro-
kers responding to the survey,
86% said health insurance
prices increased for small
accounts, defined as those
with 50 or fewer employees.
More than half of the increas-
es are in the range of 11% to
20%. 

Brokers said 58% of medium-
size accounts, defined as those

with 51 to 500 employees, are
seeing increases in the range of
6% to 15%. 

Large accounts, defined as
those with 501 or more
employees, also are seeing
higher rates for group coverage
being renewed for 2011. Fifty-
one percent are seeing increases
in the range of 6% to 15%.

In response to the premium
hikes, employers of all sizes are
changing their plan designs. In
many cases, they are shifting
some of the costs to employees
through higher deductibles,
copayments and premium con-
tributions, according to the sur-
vey. 

Some brokers also say they
are seeing greater adoption of
consumer-driven, high-
deductible health care plans.

The survey is available online at
ht tp : / /www.c iab .com/Link
C l i c k . a s p x ? f i l e t i c k e t =
sOfsREMwP4Y%3d&tabid=75.

–By Joanne Wojcik





Health reform success
depends on employers
IT IS PROBABLY too soon for federal legislators to start considering
health care reform Round 2, but that doesn’t mean further legisla-
tive action will not one day be necessary if the original health care
reform law is to succeed.

Clearly, the law will do much to expand access. Millions of low-
er-income Americans will be eligible for federal health insurance
premium subsidies, while many others will gain coverage through
reform provisions ban-
ning pre-existing med-
ical condition exclu-
sions and requiring
employers to extend
coverage to employ-
ees’ adult children up
to age 26.

Where the law falls
way short is its lack of
effort to contain costs. We see little, if anything, in the law that will
restrain medical providers from demanding and obtaining big rate
increases or, for that matter, encouraging them to deliver care in a
more cost-efficient way.

At the same time, provisions in the law, such as those that slash
projected increases in Medicare payments to providers, almost cer-
tainly will result in more provider cost-shifting to the private sector,
raising costs even more for employers and stretching their ability to
pay for coverage.

Ultimately, the success of the law hinges greatly on keeping
employers in the game. If employers drop out because providing
coverage no longer is affordable, the costs to the government to
subsidize premiums for the millions of employees and their fami-
lies losing employment-based coverage will explode and result in
tax hikes that will not be politically sustainable.

Obviously, lawmakers one day—sooner rather than later—will
have to consider ways to prevent that scenario from developing.

N.J. should reject effort
to limit use of RRGs
AN ATTEMPT by New Jersey legislators that would effectively bar
taxicab firms in the state from buying liability coverage through risk
retention groups likely won’t stand up to legal challenges and, if it
does, likely would add to insurance costs for taxi firms in the state.

As we report on page 3, a bill pending in the New Jersey legisla-
ture would require taxi operators to buy coverage from insurers that
are members of the state guaranty association. Because RRGs can’t,
under federal law, be members of guaranty associations, the New
Jersey measure would eliminate RRGs as a market option for taxi
operators.

Clearly, that is discrimination. Indeed, a decade ago, the 9th U.S.
Circuit Court of Appeals ruled that  similar requirements in Oregon
were pre-empted by the Liability Risk Retention Act of 1986. The
decision was a clear affirmation that states cannot discriminate
against RRGs as a class. Given that ruling and the language of the
federal law, we have no doubt that if the New Jersey measure were
enacted, it too would be ruled illegal by courts.

Secondly, we question the necessity of the New Jersey measure.
RRGs are a well-established and well-regarded alternative to the tra-
ditional insurance market that help increase competition and
reduce insurance costs, which are especially high in New Jersey.

Passing legislation restricting RRGs from providing companies in
New Jersey with much-needed coverage would be a futile back-
wards step by state lawmakers. We hope New Jersey lawmakers rec-
ognize that and reject the anti-RRG bill.

Where the law falls
way short is its lack of
effort to contain costs.
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Sedgwick CMS buyout
completed for $1.1B
MEMPHIS, Tenn.—Two private equi-
ty firms and the management of
Sedgwick Claims Management Ser-
vices Inc. have finalized their $1.1
billion buyout of Sedgwick CMS
from its previous private equity par-
ents.

Stone Point Capital L.L.C., Hell-
man & Friedman L.L.C. and Seg-

wick CMS’ management acquired
100% ownership of Sedgwick Hold-
ing Inc. from Fidelity National
Financial Inc., Thomas H. Lee Part-
ners L.P. and other minority share-
holders, the Memphis, Tenn.-based
third-party administrator said in a
statement.

“The arrangements and
approvals…proceeded smoothly as
anticipated; and our organization’s
service teams have continued their
uninterrupted focus on the delivery
of highly responsive, cost-effective
claims and productivity manage-
ment solutions,” David A. North,
president and CEO of Sedgwick
CMS, said in a statement.

Sedgwick CMS is the largest TPA
in the United States, based on
$600.6 million in 2009 revenue

from self-insured clients, according
to Business Insurance’s 2010 ranking. 

Belfor establishes
Latin American headquarters
SANTIAGO, Chile—Belfor USA has
established its Latin American head-
quarters in Santiago, Chile. 

The office will facilitate emergen-
cy response operations throughout
Latin America, the Birmingham,
Mich.-based property restoration
company said in a statement. 

Belfor said it coordinated opera-
tions through its Santiago office
during the Chilean earthquake in
March.

Belfor, which operates in 28
countries, offers emergency
response, reconstruction, structural

cleaning and decontamination, and
contents restoration among its dis-
aster restoration services. 

The office is at Ave. Nueva Taja-
mar 481, Torre Sur Oficina 1101,
Las Conde, Santiago, Chile. The
phone number is (56)-2-714-6166.

MGA Aran Insurance 
acquires two providers
ROCKVILLE CENTRE, N.Y.—Aran
Insurance Services Group has
acquired MiniCo Insurance Agency
L.L.C. and Health Reinsurance
Management Partnership.

In a statement, Aran said it
acquired the Danvers, Mass.-based
health care reinsurance provider as
well as the Phoenix-based insurance
agency operations and publishing

division of MiniCo Inc. as part of a
strategic expansion of its insurance
and financial product offerings.

Terms of the acquisitions were
not disclosed.

Both acquired companies will
continue to do business under their
established monikers at their cur-
rent locations, the Rockville Centre,
N.Y.-based managing general agen-
cy said in the statement. 

“These actions represent further
steps toward our goal of building a
suite of diversified insurance prod-
ucts that will serve the United States
and Canadian markets,” John LaCa-
va, president and CEO of Aran, said
in the statement. 

Law firm relocates 
Chicago headquarters
CHICAGO—Childress Duffy Gold-
blatt Ltd. has moved its Chicago
headquarters.

The Chicago-based law firm that
specializes in insurance recovery,
risk management and asset protec-
tion has moved to 500 N. Dearborn
St., Suite 1200, Chicago, Ill., 60654. 

Childress Duffy Goldblatt, which
has Florida offices in Miami, Tampa
and Naples, said its phone and fax
numbers will remain the same.

For more information, call 312-
494-0200 or visit www.cdglawyers.com. 

Bollinger acquires 
Gilmore Agency
SHORT HILLS, N.J.—Bollinger Inc.
has acquired Succasunna, N.J.-based
James E. Gilmore Agency Inc.

Founded in 1966, Gilmore Insur-
ance provides commercial, personal
and employee benefits insurance
services to nearly 400 business
clients and 1,100 families and indi-
viduals, according to a statement.

James F. Gilmore, previously
president of Gilmore Insurance,
joins the Short Hills, N.J., agency as
senior vp.

“While our name will change,
our customers will receive the
same excellent customer service,
along with a broader selection of
insurance products and markets,”
Mr. Gilmore said in the statement.
“We strongly believe that the
resources realized from this new
relationship will greatly benefit
our clients.”

Bollinger said Mr. Gilmore and
his staff will relocate to its Short
Hills headquarters.

The deal, for which terms were
not disclosed, is Bollinger’s 44th
agency acquisition in recent years,
the company said in the statement.
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Penny-pinching to stay in budget
By RUSS BANHAM

As economic problems continue to
depress tax revenues, public entity risk
managers are working to find creative
ways to protect organizations with less
money to buy coverage.

While the soft property/casualty insur-
ance market is providing some relief of
the general budget squeeze, risk managers
are restructuring their programs to ensure
that crucial coverages remain in place and
are outsourcing more services as their
own staffs are cut back.

When Scott Clark joined Miami-Dade
County Public Schools’ risk and benefits
department 25 years ago, Florida’s tax cof-
fers contained sales tax and property tax
dollars in a 3-to-1 ratio, respectively.
Throughout the years, this ratio reversed
with devastating consequences: Falling
home values in the hard-hit state took a
financial toll on its aggregate property tax
volume, requiring sharp cuts in the budget. 

“We had to take $700 million out of
Miami-Dade’s budget, and some of it fell
in my lap,” said Mr. Clark, risk and bene-
fits officer for the school system in Miami.

Like other public entity risk managers,
he is caught in a delicate balancing act—

effectively managing exposures with less
money to do it.

Although Florida was at the center of
the real estate crisis, even relatively stable
Nebraska’s state risk management depart-
ment caught a bullet. “We’ve endured
several rounds of budget cuts in the 3% to
5% range in the last two years,” said the
state’s risk manager, Laura Peterson, in
Lincoln, Neb. “It’s a challenge.”

Tax collections in the United States were
down 16.6% from June 30, 2008, to June
30, 2009, the biggest plunge in nearly half
a century, according to statistics complied
by the Nelson A. Rockefeller Institute of
Government, a public policy institute in
Albany, N.Y. Falling home values, incomes
and sales as a result of the recession are the
main reason for the fall, according to the
Rockefeller Institute. States, cities, counties
and other local municipalities are respond-
ing by paring services, reducing employ-
ment and restricting budgets. 

But local authorities should be wary of
how this affects risk management and
insurance, said John Hayden, executive vp
at Willis Group Holdings P.L.C. in Colum-
bus, Ohio, where he heads the brokerage’s
national pooling practice. Cutting into an
insurance program’s coverages and finan-

cial limits to save a few dollars could back-
fire into uninsured or underinsured losses
down the line, he said. 

The soft property/casualty insurance
market has helped risk managers cope
with budget cuts as their premiums large-
ly have remained flat or fallen. However,
“the market may be easy today, but it
won’t be forever,” said Mary Breighner, vp
and public entity practice leader at Factory
Mutual Insurance Co., which does busi-
ness as FM Global. “Risk managers need to
be viewing their current programs in
terms of helping their cities, counties and
states prepare for the next hard market.”

For the most part, public entity risk
managers are not gutting their insurance
programs to address budget shortfalls;
they’re focusing instead on reducing ser-
vice-related costs. “We haven’t seen major
changes in limits or retentions across the
country, but certainly this is something
always on the table,” said Brad Harmes,
Houston-based managing director of
Marsh Inc.’s national public entity prac-
tice. “Rather, they’re doing things like
staff reductions, outsourcing services and
cutting training programs.” 

See PUBLIC page 15
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Largest public entity risk pools
Ranked by 2009 member contributions

Rank Pool name/Address Phone/Web site
2009 member
contributions

2009
pool members

Type of pool Principal officer

1 Self-Insured Schools of California
P.O. Box 1847,

Bakersfield, Calif. 93303-1847

661-636-4710
sisc.kern.org $998,549,889 364

Employee benefits &
property/casualty

Russell E. Bigler,
CEO

2
California State Assn. of Counties

Excess Insurance Authority (CSAC EIA)
75 Iron Point Circle,
Folsom, Calif. 95630

916-850-7300
www.csac-eia.org $385,777,550 221

Employee benefits &
property/casualty

Michael Fleming,
CEO

3
New Hampshire Local Government Center (LGC)

HealthTrust L.L.C.
25 Triangle Park Drive, P.O. Box 617,

Concord, N.H. 03302-0617

603-224-7447
www.nhlgc.org $366,094,747 340 Employee benefits

Maura Carroll,
interim executive director/

fund administrator

4 Vermont Education Health Initiative
79 River St., Suite 301,
Montpeiler, Vt. 05602

802-223-5040
vehi.org $211,862,041 280 Employee benefits

Joseph Zimmerman,
president

5 Protected Insurance Program for Schools (PIPS)
P.O. Box 4328,

Torrance, Calif. 90510

310-212-0363
www.pipsjpa.org $189,625,839 414 Property/casualty

Steve Hovey,
president

6 Municipal Excess Liability Joint Insurance Fund
250 Pehle Ave., Suite 701,
Saddle Brook, N.J. 07663

201-587-0555
www.njmel.org $188,282,000 19 Property/casualty

David N. Grubb,
executive director

7
Alliance of Schools for Cooperative

Insurance Programs (ASCIP)
16550 Bloomfield Ave.,
Cerritos, Calif. 90703

562-404-8029
www.ascip.org $167,889,884 170

Employee benefits &
property/casualty

Paula Tanguay,
CEO

8 Municipal Reinsurance Health Insurance Fund
250 Pehle Ave., Suite 701,
Saddle Brook, N.J. 07663

201-587-0555 $160,000,000 4 Employee benefits
Paul Laracy,

executive director

9
Texas Municipal League

Intergovernmental Risk Pool
P.O. Box 149194,

Austin, Texas 78714-9194

512-491-2300
www.tmlirp.org $152,768,310 2,654 Property/casualty

R. Marvin Townsend,
executive director

10
Texas Assn. of Counties Health &

Employee Benefits Pool
P.O. Box 2131,

Austin, Texas 78701

512-478-8753
www.county.org $132,417,951 185 Employee benefits

Jim Jean,
director-program

administration

LARGEST EMPLOYEE BENEFIT & PROPERTY/CASUALTY
PUBLIC ENTITY RISK POOLS
Ranked by 2009 member contributions

2009 MEMBER
POOL NAME CONTRIBUTIONS

Self-Insured Schools of California $998,549,889

California State Assn. of Counties $385,777,550
Excess Insurance Authority (CSAC EIA)

Alliance of Schools for Cooperative $167,889,884
Insurance Programs (ASCIP)

Southern California Schools $118,000,001
Employee Benefits Assn. Joint Powers Authority

Schools Insurance Authority $45,925,876

Source: BI survey

LARGEST EMPLOYEE BENEFIT PUBLIC ENTITY RISK POOLS
Ranked by 2009 member contributions

2009 MEMBER
POOL NAME CONTRIBUTIONS

New Hampshire Local Government Center $366,094,747
(LGC) HealthTrust L.L.C.

Vermont Education Health Initiative $211,862,041

Municipal Reinsurance Health Insurance Fund $160,000,000

Texas Assn. of Counties Health $132,417,951
& Employee Benefits Pool

Texas Municipal League Intergovernmental $98,484,633
Employee Benefits Pool 

Source: BI survey

LARGEST PROPERTY/CASUALTY PUBLIC ENTITY RISK POOLS
Ranked by 2009 member contributions

2009 MEMBER
POOL NAME CONTRIBUTIONS

Protected Insurance Program for Schools (PIPS) $189,625,839

Municipal Excess Liability Joint Insurance Fund $188,282,000

Texas Municipal League $152,768,310
Intergovernmental Risk Pool

Texas Assn. of School Boards $85,100,000
Risk Management Fund

Housing Authority Insurance Group1 $84,034,969

1 Includes Housing Authority Property and Housing Authority
Risk Retention Group
Source: BI survey





By MARK A. HOFMANN

It’s not easy being a public universi-
ty risk manager even in the best of
times, and today’s situation is far
from the best of times. 

While tight budgets and downsiz-
ing have hit risk management
departments of all kinds, public
university risk managers also must
deal with the expectations of stake-
holders that include the entire pop-
ulation of a state. They have reason-
able demands, such as transparency
about how tax dollars are spent, and
perhaps less reasonable demands,
such as unfettered access to univer-
sity property. 

Because the universities are pub-
lic institutions, questions involving
conflicting constitutional rights can
lead to litigation and expense—a
situation not faced by their private
counterparts (see related story).

While public universities face
“many of the same risks their pri-
vate counterparts face,” they also
have some advantages over their
private counterparts, said John
McLaughlin, managing director-
higher education practice for Arthur
J. Gallagher & Co. in Itasca, Ill.

In some cases, state law caps the
liability public universities face, he
said. In some cases, risk financing is
handled by the state.

“Public institutions have histori-
cally enjoyed the benefit of state
immunities,” said Constance Neary,
vp-risk management for Chevy

Chase, Md.-based United Educators
Insurance, a reciprocal risk reten-
tion group that provides coverage
for more than 1,160 members.
“Good lawyers can plead around
immunities; and given our litiga-
tion environment, I think we’ve
seen public institutions rethink the
strength of that immunity. Immu-
nities represent shifting sands,” she
said.

Throughout higher education,
the effect of the economy is the sin-
gle biggest factor that’s facing uni-
versities, Mr. McLaughlin said. Pub-
lic universities clearly are affected
by reduced state funding and forced
furloughs, he said.

“Our biggest challenge is the state
budget,” said Grace Crickette, chief
risk officer for the University of Cali-
fornia in Oakland. “Our fundamen-
tal fiscal problem is the disinvest-
ment by the state of California in the
University of California. In 1980,
higher education made up 17% of
the state budget; now it’s 9%.”

“We practice enterprise risk man-
agement. From an ERM standpoint,
it impacts all of areas of risk, it
impacts our strategic risks, our oper-
ational risks, reporting risk and
compliance risks,” she said.

Public universities “rely on X
number of dollars from the state,”
said William K. Austin, a consultant
with Austin & Stanovich Risk Man-
agers L.L.C. in Providence, R.I.
When state budgets are short of
funds, they reduce support for pub-

lic education. “As you reduce the
budget, you also reduce the amount
of funds available for repair, thereby
increasing third-party exposures to
things like slips, trips and falls,” Mr.
Austin said.

“Obviously, the financial situa-
tion has affected us as well,” said
Steve Kenny, director of risk man-
agement services at the University
of North Carolina at Chapel Hill.
“We do receive some support from
the state and some of that was cut
last year, and we’re also expecting
more cuts this year.”

“When we have these budget
cuts, it has an effect on our ability
to manage risks,” said Mr. Kenny.
“We’ve had to re-evaluate how we
purchase our insurance. We’re
assuming more risk, whereas we
would have purchased insurance in
the past or maybe taking a higher
deductible,” he said.

“Despite our economic situation,
safety is still a top priority,” Mr.
Kenny said.

“We have had to become much
more efficient and drive savings
wherever possible,” Ms. Crickette
said. 

Her department has “reduced our
cost of risk in our risk services pro-
gram by over $420 million over the
last five years. Even though we are
facing these budget cuts, we’ve
invested in loss prevention of both
traditional and ERM programs and
that has helped us save money.”

“Keeping in mind that Penn Sate
is not owned by the state, but we
receive some money from the state,
we are impacted but not as strongly
as the true state-owned universities
are,” said Gary Langsdale, risk officer
for Pennsylvania State University in
State College, Pa. “But a dollar is a
dollar and every dollar we lose”
because the state is hurting financial-

ly hurts the school as well, he said. 
He said the school is expected to

continue its mission even in the
face of budget shortfalls. 

Mr. Langsdale noted that Penn
State is a land-grant college, which
means its risk management pro-
gram covers the state agricultural
extension service, for which many
officers “are looking for programs to
fund themselves,” he said. “They
may inadvertently create new risks
with new programs.”

An ongoing challenge for public
universities is that the public
expects access to school facilities. 

“A lot of people think because
they pay their state taxes, they are
entitled to use our gymnasiums,
libraries and other facilities as if
they owned them,” Mr. Langsdale
said. “This causes us a lot more traf-
fic and creates some premises liabil-
ity exposures for us.” 

“We’re obviously a very large
decentralized university,” said
UNC’s Mr. Kenny. “We have many
employees that have risk manage-
ment or safety compliance-type
responsibilities. One of the biggest
challenges is just making sure that
we’re handling our risk manage-
ment, compliance and governance
in some type of effective, efficient
fashion.

“Our stakeholders are essentially
the entire citizens of the state,” Mr.
Kenny said. “They demand trans-
parency. They demand that we be
good stewards of their property,
their assets.”

He added that the North Carolina
state university system has 16 cam-
puses and only three or four have
dedicated risk managers. 

“We share information. We all
take the stance that we’re all in this
together,” Mr. Langsdale said.

Public universities cope with budget, demands
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Constitution binds institutions
Public and private universities
may be alike in many ways, but
some of the exposures that pub-
lic schools face don’t exist for
their private counterparts. 

“When it comes to claims,
one big differential is that the
public educational institution
is subject to constitutional
obligations,” said Constance
Neary, vp-risk management for
Chevy Chase, Md.-based Unit-
ed Educators Insurance, a
reciprocal risk retention group
with more than 1,160 mem-
bers that provides insurance
coverage to educational insti-
tutions.

“It’s the public institution
that’s going to see claims for
First Amendment violations,
freedom of religion and equal
protection. They often involve
very strongly held principles
and can result in heated and
lengthy litigation,” Ms. Neary
said.

For example, the U.S.
Supreme Court heard argu-
ments in April whether Univer-
sity of California’s Hastings
College of the Law in San Fran-
cisco could refuse to fund the
campus chapter of the Chris-
tian Legal Society under an

anti-discrimination policy. The
school said it could because the
group excluded students who
refused to sign a statement of
faith from being voting mem-
bers. The group sued, holding
that its First Amendment rights
were violated.

“Another area where there is
a unique challenge for public
institutions is open records
laws,” said Ms. Neary. “Every
state has them, and under
those laws, things like compen-
sation levels, payments and set-
tlements can all make it into a
public record. This is particular-
ly challenging when the public
institution is thrown into the
litigation context.”

She also noted economic
conditions mean public col-
leges are affected greatly by the
political process. 

“State legislators can cap
tuition levels, can make it
much more difficult for institu-
tions to chart a course or con-
trol their own destiny. Definite-
ly, the political climate is some-
thing that a public institution
has to think harder about”
than its private counterpart,
she said.

—By Mark A. Hofmann

‘A lot of people think because
they pay their state taxes, they
are entitled to use our
gymnasiums, libraries and
other facilities as if they
owned them. This causes us a
lot more traffic and creates
some premises liability
exposures for us.’
Gary Langsdale,
Pennsylvania State University

MICHAEL MARCOTTE

Rely on state funding to operate



Nebraska’s Ms. Peterson restruc-
tured the state’s risk management
training in an effort to reduce costs.
“We went to the various state agen-
cies and said, ‘Dollarwise, what are
the biggest losses you’re experienc-
ing in terms of frequency and sever-
ity?’ and then tailored our training
programs to these issues,” she
explained. “Instead of cutting risk
management training across the
board, we’ve maintained the pro-
grams that had the most impact on
our bottom line.”

Miami-Dade Schools’ Mr. Clark
swallowed stronger medicine. “I lost
my entire loss prevention staff—
four risk management professionals
that either retired or were dispersed
elsewhere,” he said. “That saved us
$200,000, but as I told my superin-
tendent, ‘a $200,000 savings isn’t
worth spit if we have a bad acci-
dent.’ Still, I’ve been able to squeeze
the balloon pretty successfully.”

Mr. Clark’s department has been
able to reduce costs in several areas,
including employee benefits. On
Jan. 1 for instance, Mr. Clark
restructured the county’s employee
health care program from a fully
insured program to a self-insured
one. Employees must share more in
the cost of insuring their depen-
dents, depending on their salaries.
Based on five salary ranges, premi-
um sharing is more for those with
higher salaries. The restructuring
saved $700 million, though Mr.
Clark acknowledged the county
absorbed more risk. “We went with
a conservative actuarial analysis to
ensure we were properly and ade-
quately funded,” he said. “We also
bought two different types of stop-
loss reinsurance—one covering
each individual in the program and
the other, an aggregate protection.”

Ironically, savings also came from
the reduction in Florida’s real estate
values, helping Mr. Clark renew the
county’s property windstorm pro-
gram with $350 million in cover-
age—up by $30 million—for $1.6
million less in premium. 

The move resulted from the low-
er value of county-owned buildings
and a light hurricane season last
year. “I also tap every market with
available windstorm capacity in
Florida, whereas in the past we used
to put large coverage amounts with
one or two carriers,” he said. “We
have significant disaster prepared-
ness and recovery programs here so
the carriers are comfortable compet-
ing for participation.”

He further negotiated caps on the
commission paid to the broker on
the property program, and invested
the $50,000 in savings in extra loss
prevention services. It took some of
the sting out of losing his loss pre-
vention staff, Mr. Clark said.

He also undertook the first exter-
nal appraisal in 25 years of the
county’s 350 properties, based on
the cost of construction in today’s
dollars. “Moving forward, I know
now my property values are accu-
rate for insurance purposes,” he
said. 

In Nebraska, Ms. Peterson resisted
hiking the state’s self-insured reten-
tions on its all-lines aggregate pro-
gram, although she added a “corri-

dor deductible”—a one-time
$300,000 payment in the event of a
per-occurrence loss. The retention
reduces the county’s premium,
while the corridor deductible limits
its risk of financial loss. “If we
endure a $1 million auto accident
loss, with the corridor deductible
the entire amount would be paid by
the carrier,” she said. “The next
time a big claim came in, we’d be
on the hook for the $300,000.” 

Bill Jemison, risk manager at Metro,
a regional government in the Port-
land area of Oregon, also is doing
more with less. “Metro endured a 5%
to 8% decrease in revenue in the last
fiscal year, but it hasn’t hit risk man-

agement too hard,” said Mr. Jemison,
who is based in Portland. “We’ve
been fortunate in receiving two long-
term policyholder dividends—one for
$160,000 on our workers compensa-
tion program and the other, a
$60,000 credit from FM Global
toward our property program. That’s
helped at a time when there’s not
much else we can do, insurancewise.”

Mr. Jemison increased the
deductibles on most of Metro’s insur-
ance programs four years ago. For
example, its self-insured retention on
property jumped from $100,000 to
$500,000, and its self-insured reten-
tion increased from $500,000 to $1
million. “I’ve run through the easy

fruit on the tree,” he said. “I can’t see
going any higher.”

Other public entities are pursuing
similar cost-cutting initiatives and
premium-reduction strategies. 

William F. Becker, executive vp,
public administration and education,
at Aon Risk Services in Washington,
said different public entities in a state
can pool their risks to garner econo-
my-of-scale premium discounting.

“We just worked with two entities
in Virginia that combined their
property programs, took this vol-
ume to the marketplace and were
able to maximize cost savings
through the consolidation,” he said.
“In addition to lower rates, they
achieved significant increases in the
sublimits, decreases in the
deductibles, and some coverages like

terrorism insurance that were previ-
ously excluded in one of the pro-
grams are now included in both.”

Brokers say they are providing
other ways for public entities to bal-
ance cost and risk, such as reaching
out to carriers not just for the lowest
price but for their value-added ser-
vices, replacing classroom training
with less expensive online courses,
staying on top of exposure changes
in property and workers comp pro-
grams, and outsourcing risk man-
agement services to third parties at
less cost than conducting the work
internally.

Russ Banham is a veteran business
journalist, author of 21 books and for-
mer insurance editor at the Journal of
Commerce.
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Insurance Evolved

EVEN IN THE FACE OF ADVERSITY, OUR APPROACH ENSURES YOUR GLOBAL SUPPLY CHAIN REMAINS IN THE

If your insurance company doesn’t fully understand your supply 
chain, it may not be thoroughly covering your risk. And more often 
than not, that happens to be the case. Property-related supply 
chain issues are often a blind spot for companies. It’s diffi cult to 
identify and quantify the risk involved. Yet an unrecognized threat 
of physical loss to a supplier or even a supplier’s supplier can bring 
business to a screeching halt. 

We believe that the majority of loss is preventable. That’s why 
we’ve created a $100 million state-of-the-art research campus 
and employ more than 1,700 engineers around the world working 
to minimize your risk—including potential issues in your supply 
chain. In fact, for 175 years we’ve linked our underwriting to loss 
prevention engineering. An approach that clearly distinguishes 
FM Global from insurers that do not base their underwriting on 
engineering assessments. Which is to say, all of them. Essentially, 
we work hard to fi nd the blind spots in your blind spots. Just one of 
the reasons our clients’ losses tend to be smaller and less frequent. 
Underwriting through loss prevention engineering. 
That’s insurance evolved.

CONTINUED FROM PAGE 11

Public: Tight budgets force balancing act
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Laura Peterson will begin her term
as president of the Alexandria, Va.-
based Public Risk Management
Assn. during PRIMA’s annual con-
ference in Orlando, Fla., this week.
Ms. Peterson is risk state manager
and agency general counsel for the
state of Nebraska in Lincoln. She
recently spoke with Business Insurance Senior Editor Mark A. Hofmann
about her objectives as PRIMA president and the challenges facing public
sector risk managers.

Q: What issues and initiatives do
you plan to promote during your
term as PRIMA president?

Given the economy right now,
the first goal I have as PRIMA
president is to ensure the contin-
ued financial stability and viabil-
ity of PRIMA itself, so that we
can continue to help our mem-
bers. I’d like to do what PRIMA
can to ensure that every mem-
ber, organization and even non-
member public entities under-
stand the importance and con-
tribution of their risk programs
to their government, to their cit-
izens and to their bottom line of
government. That includes help-
ing risk managers find a seat at
the decision-making table, a seat
with the organization’s decision
makers, so that risk can really be
considered as an important part
of the operations of govern-
ment.

And to continue what I think
PRIMA already does a good job
of—to provide resources and
training, especially in the most
efficient and convenient way
possible.

Q: Are you seeing more of an
emphasis on enterprise risk man-
agement in the public sector?

I think that enterprise risk man-
agement is something that we
continue to investigate as risk
managers and apply as appropri-
ate and as we can. I think there’s
a little bit of an extra challenge
in applying an enterprise risk
management concept to govern-
ment, where oftentimes you
have independent, autonomous
departments. There’s no one per-
son who can mandate or tell
people, “You know, this is what
we’re going to do on an enter-
prisewide basis.” But I do think
that the more risk managers are
brought into the fold of impor-
tant decisions in the organiza-
tion, the more risk becomes
operational, the easier it is to
move towards sort of an enter-
prise risk management model.
It’s certainly something that the
risk managers are becoming
more and more aware of and
have to consider. 

Q: What are the greatest chal-
lenges facing public-sector risk
managers today?

First and foremost, undoubtedly
the biggest challenge is the cur-
rent state of the economy. Right
now, public entity risk managers
are challenged in every way by
the economic challenges of our
governments and the citizens
that participate in those govern-
ments. I think that govern-
ments, in my experience at least,
are sometimes slower to recover
from economic challenges than
maybe some private-sector enti-
ties. I think these challenges
manifest themselves in ways
that you might think of such as,
yes, risk management programs,
like every other government pro-
gram, are seeing shrinking pro-
gram budgets, possibly shrinking
staff and obviously the call to
“do more with less.” 

But I think it also manifests
itself in ways that people don’t
think of. As government depart-
ments look for innovative ways
to fill their own budget gaps,
they may have ideas that repre-
sent some cash savings to them.
But if they truly were consider-
ing their total cost, including the
cost of risk of that alternative
delivery method or that alterna-
tive way of doing business,
sometimes the total cost of their
great idea to save money can be
greater than their originally
planned delivery. 

We’ve had departments who
said they’re going to replace
some of their labor, doing some
things in our buildings with
individuals who have been
ordered by the court to do com-
munity service in lieu of a sen-
tence of jail time. While that
sounds like a great idea because
it’s free labor, it comes with
some requirements for providing
workers compensation coverage
for those individuals, or provid-
ing a specific kind of supervision
for those individuals at odd
hours.

&Answers
Questions

New leader looks ahead

Price-sensitive entities
may be sacrificing
coverage for lower cost

By RODD ZOLKOS

Most public entity risk pools are
retaining members and some are
gaining new ones, even as a com-
petitive pricing environment is forc-
ing many to respond to private
insurers’ efforts to poach pool busi-
ness.

At the same time, the ongoing
soft market is allowing pools to save
on reinsurance costs, savings that
can be passed along to their mem-
bers.

But, given the economy, those
members are extremely cost-con-
scious, often making price the key
driver as pool members look to
renew coverage, many say.

“Probably the most critical thing
is, because of the state of the econo-
my, everyone is extremely cost-con-
scious,” said Harold Pumford, CEO
of the Prague, Okla.-based Assn. of
Governmental Risk Pools.

Cost “is making a much more sig-
nificant difference than it has in the
past,” Mr. Pumford said, adding
that most AGRIP member pools
report retaining or adding new
members during the past year.

“From what I’m hearing from the
other pool administrators that I
work with on a regular basis and
others that work with pooling
groups is that the pool financials
are performing well,” said Shawn
Bubb, director of insurance services
at the Montana Schools Group
Insurance Authority in Helena,
Mont.

However, “What was interesting
is that there’s still come craziness”
on the part of insurers, Mr. Bubb
said. “There is quite a bit of compe-
tition for that primary insurance
dollar.”

Pat Shaver, executive director of
the Schools of Ohio Risk Sharing
Authority in Columbus, Ohio, said
at times he sees schools in the state
trade coverage for price, though
they’re not always aware that
they’re doing so.

“I’ve seen market cycles over a
30-year career, but the thing I find
unusual and somewhat disturbing
this year is that schools are going
with considerably less coverage in
order to save nickels and dimes,”
Mr. Shaver said. “There are propos-
als out there with much less cover-
age and saving 3%, 4%, 5% in pre-
miums.”

Because many school treasurers
the SORSA pool works with aren’t
insurance experts, Mr. Shaver called
the low-price insurance deals
offered by many private insurers
“very much a buyer-beware envi-
ronment.”

“I’m spending a whole lot of my
time fending off competition from
private insurers because price is the

only thing they’re putting on the
table right now,” Mr. Shaver said.

As part of that effort, he’s helping
school officials compare the pool’s
offerings with those presented by
private insurers seeking their busi-
ness. “We’re doing more and more
of that,” Mr. Shaver said. “We just
want to make sure that coverages
are apples to apples.”

Paul J. Miola, executive vp in the
public entity division of Arthur J.
Gallagher Risk Management Ser-
vices Inc. in Marlton, N.J., said the
competitive environment also
affects the way his firm does busi-
ness with pools.

“We’re trying to stay close to our
members,” he said. “We’re meeting
with our committees. We’re also
visiting all the members who are up
for renewal, visiting them personal-
ly to make sure that we know their
concerns.”

“Obviously, pricing’s always an
important factor, but when they
look at another program, they need
to make a full comparison of cover-
age, pricing, dividends, services,

etc.,” Mr. Miola said.
Many pools are looking to

enhance services offered to mem-
bers as a way to add value and
retain business.

“They’re continuing to add addi-
tional services, particularly in the
employment, driving and online
training areas,” Mr. Pumford said.
“Programs such as preadvice for per-
sonnel actions, more driver simula-
tors are being made available. Sever-
al pools have partnered with com-
panies to add online training pro-
grams specific to their state.”

At the SORSA pool, “We have
what we call a legal help desk that
schools can use whenever they face
a dicey situation,” Mr. Shaver said.
In the current economic environ-
ment, he said he sees member
schools increasingly using the free
legal service as an alternative to pay-
ing for advice. “That’s one of the
things that’s helping us in a com-
petitive environment,” Mr. Shaver
said.

Lynn McNamara, executive direc-

tor of CityCounty Insurance Ser-
vices in Salem, Ore., said her pool is
beginning to offer some of the
member training it provides online. 

“We just went into e-learning,”
Ms. McNamara said. “A lot is
focused on the safety side.”

“We do a tremendous amount of
training already,” she said, adding
that online training is particularly
useful now because many pool
members find it difficult to justify
the expenditures associated with
traveling for training.

PPrriiccee--sseennssiittiivvee  bbuuyyeerrss
But Mr. Bubb said that while

there is some focus on adding ser-
vices to retain members, municipal
entities are so price-sensitive in this
climate “that if you offered some-
one two packages, one with all
kinds of services and one that’s
$5,000 less than the one with all the
bells and whistles, people will take
the one that’s $5,000 less over the
one with the nice package of ser-
vices.”

“Pricing is really driving the day
right now,” he said. “It’s been a real
interesting time to watch. I’m look-
ing forward to when the story line
changes because it’s been like this
for a while now.”

Although it hasn’t reached that
point yet in Montana and the west-
ern states, Mr. Bubb said pricing has
gotten so competitive in some areas
that there is business “you just have
to walk away from at that price.”
But, from what he’s seeing, “it’s
really only the toughest risk at the
highest level that pools are really
showing that pricing discipline,” he
said.

Aside from pricing, other issues
facing pools are questions over
whether pools or their individual
members should be considered
responsible reporting entities under
federal Medicare secondary-payer
requirements and how federal
health care reform might affect
pools.

AGRIP recently appointed a com-
mittee to study health care reform
to identify areas that might affect
pools differently than other entities.

Another issue facing many pools
is the fact that senior management,
which oversaw a rise in the use of
pools in the 1980s, are reaching
retirement age.

“We’re going through quite a bit
of transition at this time at the
senior pool management level,” Mr.
Pumford said. “Several of us are at
or past retirement age. A lot of us
that were at the beginning are now
ready to turn the reins over to other
people.”

In many cases, those executive
positions are being filled in-house,
the AGRIP CEO said. “There have
been several in-house promotions
where someone has prepared to
take the position,” he said. “We
don’t really see so much people
moving pool to pool, but there has
been some movement.”

Public risk pool members focus
on prices during renewals

‘I’ve seen market cycles
over a 30-year career, but
the thing I find unusual and
somewhat disturbing this
year is that schools are
going with considerably
less coverage in order to
save nickels and dimes.’
Pat Shaver, Schools of Ohio
Risk Sharing Authority

LISTEN to a podcast of this
and other interviews online at
www.BusinessInsurance.com
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Business Insurance’s Webcasts are developed by BI editors to discuss the latest and
most pressing issues facing our readers. Business Insurance’s Webinars are
educational and informative presentations by leading companies serving the risk
management, employee benefits and commercial insurance communities. Both formats
are presented live online and afterward are accessible on demand.

For details, visit BusinessInsurance.com/Webinars

Webcasts & Webinars

Business Resilience: How to Bounce Back After an Unexpected Loss
Live Online: Thurs. June 17, 2010 | 2 p.m. Eastern | Free of Charge

We all know that while it’s impossible to predict the unexpected, it is possible to plan for it. What if one of your
suppliers suffers a loss due to a fire, or your product has to be pulled back through the supply chain due to a found
defect? Having the processes in place to help control the activities of such occurrences, while reducing the
likelihood of occurrence of unintended effects, is what being resilient is all about.

Join Zurich Insurance in this complimentary webinar to help define the links in your supply chain and help you
maintain sustainability and profitability. The webinar will also review how your business continuity management
approach and business impact analysis can help increase the chances that a manufacturing business, or any
business, will be able to recover faster after an interruption. The webinar will be presented by Cal Beyer, Zurich
North America Commercial, Head of Manufacturing, and Linda Conrad, Zurich Services Corporation, Director of
Strategic Risk Management. Roberto Ceniceros, Senior Editor of Business Insurance, will moderate the webinar.

A Business Insurance Custom Webinar Sponsored by:

Storm Warning: Is the Northeast Prepared for Hurricane Risks?
Watch On-Demand Now | Free of Charge

With the 2010 hurricane season officially underway June 1, many risk managers with coastal property are making
their annual review of their loss control, catastrophe planning and insurance readiness. But what about in the
Northeastern United States, where some of the country’s greatest population density and infrastructure are located?
Although hurricanes don’t make landfall in the Northeastern United States as frequently as they do in the Southeast
and Gulf Coast, they are potentially very costly. Catastrophe modeler AIR Worldwide estimates that if the “Long
Island Express” hurricane of 1938 happened today, it would cause $33 billion in insured damage.

To help risk managers and loss control professionals prepare for this threat, please join Richard Lafayette, VP and
Managing Director of Crawford & Co.’s Global Technical Services Division; Darren R. Perry, Vice President of REI
Engineers; Al Tobin, Managing Director and leader of Aon Risk Service’s property practice; and Business Insurance
Senior Editor, Mark A. Hofmann as they explore this risk and answer audience questions.

A Business Insurance Webcast Sponsored by:

Europe based on existing relation-
ships with our Zurich office. 

How does Endurance see opportunities
in the middle market?

The middle market will be a pri-
ority for us. Our underwriting mod-
el is already very successful for mid-
dle-market risks. We entered the
U.S. middle market through the
excess and surplus lines platform,
writing slightly higher hazard and
larger risks. We’ve historically con-
centrated in the specialty area, so
the strategic issue we face is how
deeply we want to penetrate that
space in the middle market. It’s a
natural segment of business for us
to grow into over time.

Endurance has maintained an “excel-
lent” rating from Standard & Poor’s
Corp. on enterprise risk management.
What drives Endurance’s approach to
ERM?

A substantial portion of our busi-
ness comes from excess and catas-
trophe coverages, which tend to
have higher margins, but also
greater risk concentrations and
volatility. Our core strategy is to
take these higher risk concentra-
tions and the excess exposure asso-
ciated with them, and help clients
better manage risk across all busi-
ness lines by applying a risk-based
underwriting strategy that is bal-
anced with disciplined risk manage-
ment.

At Endurance, we place a signifi-
cant focus on being aware of where
we have concentrations of business.
There are two aspects to this activi-
ty. The first aspect is that of accu-
rately modeling and reporting risk
concentrations to ensure the com-
pany understands what risks it
holds and is in position to manage
the size of those risks. The second
aspect of enterprise risk manage-
ment is having a robust governance
structure through which these risks
are measured, monitored, audited
and controlled. This second compo-
nent of ERM is arguably tougher
than the first. I firmly believe ERM
is here to stay and, over time, the
pressure will be on companies to
integrate risk measurement and risk
governance. Those companies who
do that will be more successful.

CONTINUED FROM PAGE 4

Cash: Staying
the course

Guaranty Assn.
The guaranty association language

in the New Jersey bill would violate
the LRRA, said Robert H. Myers Jr.,
partner in the insurance group of
Morris, Manning & Martin L.L.P. in
Washington and general counsel of
the National Risk Retention Assn.

“The National Warranty case is
evidence of that,” he said. “I think
the language of the act is pretty
darn clear.”

At least three risk retention
groups write taxicab coverage in
New Jersey, Mr. Sgambati said. “We
can only believe the legislators,

however it came about, believed
(the amendment) was a way to pro-
vide additional protection to pas-
sengers who have to make a claim
against an insurance company,” he
said.

But, he said, if the bill were enact-
ed as worded, “It would appear to
take the risk retention groups out of
the world of insuring taxicabs in
New Jersey.” And, the NJCIA presi-
dent said, such a measure could be
counter to efforts to promote New
Jersey as a captive domicile. 

“Anytime you’re taking a risk
retention group—which is a form of
a captive insurance company—out
of the picture of doing business in

the state, it could send the wrong
message to captive managers who
might one day promote New Jersey
as a domicile and to the industry as
a whole,” Mr. Sgambati said.

The bill was held back from pre-
sentation and voting at the May 27
meeting of the Senate Transporta-
tion Committee and, with the Leg-
islature set to begin its summer
recess at the end of June, it’s possi-
ble that it won’t be taken up again
until fall. “We’re going to continue
to pursue this with legislators,” Mr.
Sgambati said. “The risk retention
groups involved have also had their
attorneys in the picture.”

Though previous efforts to form a

captive domicile in New Jersey have
been unsuccessful, captive legisla-
tion was introduced again this year,
with the Assembly’s Financial Insti-
tutions and Insurance Committee
voting in late May to move a bill to
the full Assembly for a vote. The
Senate version of the bill remains in
that chamber’s Commerce Com-
mittee, but Mr. Sgambati said he’s
“quite optimistic” a New Jersey cap-
tive law will be enacted this year.

Formed in December 2009, the
NJCIA is actively recruiting mem-
bers. “We’re standing by and start-
ing to nurture the community, cre-
ating networking events,” Mr.
Sgambati said. “The association usu-
ally comes after the legislation,” he
said. “We’re doing things a little dif-
ferently.”

CONTINUED FROM PAGE 3

RRGs: N.J. bill would limit cover options
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UP
CLOSE
ROBERT ALLEN

NEW JOB TITLE: Singapore- and
Los Angeles-based partner at
Mercer L.L.C’s global health
management practice. 

PREVIOUS POSITION: China-based
Asia region medical director for
medical strategy with
International SOS., a company
specializing in medical and
security management.

GOALS FOR NEW POSITION: My goal
is aligned with what Mercer
believes—bringing value,
innovation and experience along
with the corresponding solutions
to the clients that we work with.

INDUSTRY OUTLOOK: I think that
the outlook is exciting. There are
a lot of changes that we are
seeing both in the U.S. market
and abroad. There are a great
number of opportunities
whenever we see change, in
terms of both the economy and
health policy, and changes in
terms of legislative mandates. I
think the outlook is strong. I think
there will be increasing pressure
to be innovative…a need to
reinvent the way we’ve done
things. 

WHY CHOOSE INSURANCE: It wasn’t
necessarily a career choice in the
explicit sense; it was an evolution.
Because I was in leadership
positions from the beginning of
my career—clinical in the
university setting and
administration in the hospital
setting—I saw the advent of
managed care. Being where I was,
I was recruited by the CIGNA
(unit) in Arizona to help develop a
relatively new utilization
management program as well as
coordinate with their staff model.
In the insurance industry, I found
a great need for people who have
the ability to cross both the
business as well as the clinical
spectrum. For me, this has been a
really exciting career path. (As a
medical doctor,) I do love patient
care, though. 

OUTSIDE THE INDUSTRY, A DREAM
JOB: I have always been very
fascinated and passionate about
the plight of people worldwide
when it comes to health issues
and so, for me, being part of a
nongovernment organization and
working to address global health
care and bring more equity
worldwide to health care would
be a phenomenal. Not exactly
bringing world peace, but close. 

VISIT www.businessinsurance.com/ComingsandGoings
for a full list of this week’s personnel moves and promotions.
Check our Web site daily for additional postings and sign up
for the weekly e-mail.

TO SUBMIT ITEMS
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: 

Mike Tsikoudakis
Business Insurance
360 N. Michigan Ave.
Chicago, Ill. 60601-3806 

mtsikoudakis@businessinsurance.com

Comings
& Goings

POSTING THIS WEEK 
ASSOCIATIONS:
■ Inland Marine Underwriters Assn.
■ Surety & Fidelity Assn. of America

BROKERS:
■ Dubraski & Associates Insurance

Services L.L.C.
■ Willis Group Holdings P.L.C.

OTHER PROVIDERS:
■ Aon Consulting
■ Eversheds L.L.P.
■ Mercer L.L.C.

Business Resources
To place your ad, contact Monique Murray 212.210.0129 • E-mail: mmurray@BusinessInsurance.com 

Business Insurance, Classified Department, 711 Third Ave., New York, NY 10017-4036    •    Call for details on blind box and internet advertising

Amalgamated Life
Insurance Company is

committed to preventing
fraud in regard to the
insurance coverage it

issues.  Therefore,
Amalgamated Life,

as required by the New
York State Insurance

Department makes the
following statement:

Any person who knowingly
and with intent to defraud any
insurance company or other

person, files an application for
insurance or statement of

claim containing any materially
false information, or conceals
for the purpose of misleading,
information concerning any
factual material there-to,
commits a fraudulent act,

which is a crime.  They will be
subject to a civil penalty not to
exceed five thousand dollars
and the stated value of the

claim for each violation.

Anyone knowing of a
fraudulent act should call

Mark Schwartz at:
Amalgamated Life

Insurance Company
333 Westchester Ave.

White Plains, NY 10604
800-624-5844

ANTI-FRAUD NOTICE

While the United States remains in
the “elevated threat” category as it
was in 2009, it has moved to the
higher end of that spectrum. Since
early 2009, there have been eight sig-
nificant Islamist-related attacks and
plots in the United States, Aon said. 

“The U.S. has done a good job of
erecting the kind of defenses that
make it more and more difficult for
violent extremists to operate in the
country, but in a free society (terror-
ists) can find a way,” Richard Myers,
retired chairman of the U.S. Joint
Chiefs of Staff and a member of
Aon’s board of directors, said at a
press conference in New York. 

Aon officials said the United
Kingdom, categorized near the bot-
tom of the “high threat” group, is in
a similar situation as the U.S.

LLooccaall  ggrroouuppss  iinnccrreeaassee
Globally, al-Qaida’s ability to

mount large-scale attacks has
diminished, but the appearance of
local terrorist groups has increased,
Aon said. The local groups have
nationalist, far right-wing or far left-
wing agendas, and often confine
their activities to their home area.
That contrasts with al-Qaida, which
has sought to expand its operations

around the world, officials said. 
“We’re seeing the spread of

Islamist ideology but into more
defined pockets around the world,”
said David Claridge, London-based
managing director of Janusian. 

The Terrorism Threat Map identi-
fies seven countries as under “severe
threat” of terrorism (see box).

In addition to the United King-
dom, 19 other countries are rated as
having a “high threat” of terrorism,

including Colombia, Israel, Nigeria,
the Philippines, Russia, Saudi Ara-
bia, Thailand and Turkey. 

Aside from the United States,
more than two dozen other coun-
tries classified as having an “elevated
threat” of terrorism include France,
Germany, Mexico and Sudan. 

Fourteen countries saw their
threat level decrease compared with
Aon’s 2009 map, while 16 countries
saw their threat level increase.

Meanwhile, the Guy Carpenter
report found that 83% of the rein-
surers that responded to an infor-
mal survey in September said they
“are actively seeking new or
expanded terrorism transactions.”
But the survey found that demand
for standalone coverage is continu-
ing to drop.

Other priorities for the reinsur-
ance budget and the passage of time
since the last major terrorist strike
were cited in the report as possible
reasons for the drop-off.

The report also cited a finding it
called “somewhat surprising”: the
availability of coverage for nuclear,
biological, chemical and radiologi-
cal exposures through about two-
thirds of the markets, with roughly
one-third of the markets consider-
ing pandemic covers.

Aon’s report is available free with
registration at www.aon.com/terroris-
mmap. Guy Carpenter’s report is
available at www.guycarp.com.

Mark A. Hofmann contributed to this
article.

CONTINUED FROM PAGE 4

Terror: Threat changes 
as local groups spread

HIGHEST RISK
Countries where terrorism is a
“severe threat”

■ Afghanistan

■ India

■ Iraq

■ Pakistan

■ the Palestinian Territories

■ Somalia

■ Yemen

Source: Aon Corp.



Munich Reinsurance Co.
FIFA did not purchase insurance

to cover cancellation of the World
Cup. The organization chose not to
cover that risk because “even if the
event is delayed for any reason, it is
extremely unlikely that it would be
called off,” a spokesman said in an
e-mail.

Insurance and security in South
Africa will be in place for 64 match-
es played in nine cities during the
monthlong World Cup centered in
Johannesburg. Estimates of the
number of visitors have ranged as
high as 450,000 to watch the
games.

The South African government
has assured fans that enhanced
security will keep them safe at
World Cup venues. Concerns grew
recently based on a report that an
al-Qaida operative in Iraq had been
detained on suspicion of planning
an attack at the event.

Such threats are not uncommon,
said Hans J.R. Steffen, Swiss Re’s
Zurich-based expert for large events. 

“These are threats that are faced
by all major events,” Mr. Steffen
said. “This threat is not any bigger
than those at other, previous
events.”

He said South African police and
security agencies have taken all nec-
essary precautions to keep the event
safe. 

“The location does not necessari-
ly represent any unusual expo-
sures,” said Jonathan Cole, a Lon-
don-based partner with Jardine
Lloyd Thompson Ltd. “Underwrit-
ers’ main concerns focus around the
infrastructure, terrorism and civil
commotion,” he said in an e-mail.

The insurance market’s confi-
dence, though, has not been shared
by everyone participating in the
World Cup.

Claus Wunderlich, owner of Die
Sport Assekuranz, a Reutlingen,
Germany-based broker, said he has
been approached by soccer players
interested in kidnap and ransom
insurance to cover them during the
World Cup (see story). He would

not divulge whether any such cov-
erage was placed.

South Africa has stepped up its
border security and is working with
international agencies to gather
intelligence regarding potential
threats, the 2010 FIFA World Cup
Organizing Committee said. Police
will deploy 41,000 officers to main-
tain order and about $85 million
will be spent on 10 water cannons,
100 BMW automobiles to patrol
highways, 300 mobile cameras,
unmanned surveillance aircraft,
helicopters and other security
equipment.

“The police force is ready,” South
Africa Minister of Police Nathi
Mthethwa said in a mid-May state-
ment regarding World Cup security.
“Police will be everywhere, ready
for any eventuality. This is the epit-
ome of our security plan; we will
cover every corner because we do
not have any no-go areas,” he said.

While no country can “stand
boldly and pronounce that it is

immune from terrorism, what
becomes critical is, should such an
act occur, how do we respond?
What makes us even more alert in
our security planning is that South
Africa will be hosting the whole
world and therefore we will take no
chances,” Mr. Mthethwa said.

Mr. Steffen said South African
police and security forces are espe-
cially vigilant partly because the
African continent is hosting the
World Cup for the first time. “Imag-
ine how much people want these
games to happen without any inter-
ruption or disruption,” he said.

VVeerryy  ‘‘iimmppoorrttaanntt’’  eevveenntt
South Africa has hosted other

large events, such as the All-Africa
Games in 1999 and the Cricket
World Cup in 2003. But the FIFA
World Cup stands apart in its
prominence, said Mr. Steffen. 

“The World Cup is definitely a
very big and important event for
South Africa,” he said.

FIFA’s coverage protects the
Zurich-based organization from
losses should the World Cup be
postponed or forced to relocate
because of terrorism, war, natural
disasters or civil unrest, Mr. Steffen
said.

Cancellation is the biggest expo-
sure that FIFA and other stakehold-
ers face with regard to the World
Cup, Mr. Steffen said. While proper-
ty/casualty, personal accident and
other exposures are among those

that generally are thought of first,
“the biggest one is cancellation,” he
said.

Though FIFA did not buy cover-
age for that exposure, many others
facing losses if the event is canceled
did buy cover that would respond,
sources said.

Munich Re estimated in its 2009
annual report that the total demand
for cancellation insurance could be
around $5 billion.

Cancellation of the event would
mean heavy losses for many organi-
zations with ties to FIFA and the
World Cup, Mr. Steffen said. Broad-
casters, hotels, restaurants, travel
agents, souvenir sellers and others
would be hit with losses.

Television broadcast rights repre-
sent the largest share of exposed
revenue for FIFA, a Munich Re
spokesman said. The contracts to
televise about 100 hours of live soc-
cer involve “huge sums of money,”
he said.

“Swiss Re and Munich Re are the
main providers” of coverage written
for FIFA, Mr. Steffen said, with vari-
ous international and local insurers
providing following capacity.

Munich Re said in the annual
report that its share of the coverage
is the largest at around $350 mil-
lion.

Mr. Steffen did not say exactly
how much of the coverage Swiss Re
will provide, but said it is a “three-
digit million” amount.

German reinsurer Hannover
Reinsurance Co. confirmed it will
provide a portion of the coverage,
but a spokeswoman said its partici-
pation is “quite marginal.”

FIFA’s coverage was placed by
Erwin Himmelseher Assekuranz-
Vermittlung GmbH & Co., a
Cologne, Germany-based broker.

FIFA returned to traditional mar-
kets for insurance after a pioneer-
ing 2003 move in which it pur-
chased a $260 million catastrophe
bond to cover the cancellation
exposure of the 2006 World Cup in
Germany. It was the first such
bond to transfer the risk of staging
a sporting event to the capital mar-
kets and was the first to cover the
risk of terrorism.

FIFA said it turned to the capital
markets in 2003 because prices were
high in a tight marketplace after the
2001 terrorist attacks in the United
States. With insurance prices declin-
ing since then, the organization
decided to transfer the risk to insur-
ers for the 2010 and 2014 events.

CONTINUED FROM PAGE 1
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Players buy
disability
protection
JOHANNESBURG—Some
highly paid soccer players
who fear injuries in the
2010 FIFA World Cup are
taking no chances that their
income could be hurt.

Die Sport Assekuranz, a
Reutlingen, Germany-based
broker that specializes in
sports and entertainment
insurance, has placed cover-
age for players to protect
their paychecks should they
be injured during the com-
petition that runs from June
11 to July 11 in South Africa.

If purchased individually,
coverage provides limits of
up to €40 million ($50.3
million) per player in cases
of permanent total or tem-
porary total disability, said
Claus Wunderlich, owner of
Die Sport Assekuranz.

Limits of up to €400 mil-
lion ($502.3 million) are
available if a soccer club
buys coverage for its entire
team, he said.

Mr. Wunderlich did not
identify players covered by
the disability insurance.

The coverage is primarily
written by Greenwich,
Conn.-based W.R. Berkley
Corp., Mr. Wunderlich said. 

“If we need more cover-
age, there are three or four
other insurers” that can pro-
vide capacity, he said.

—By Michael Bradford

Cup: FIFA
cover omits
cancellation

“The (Florida) reinsurance market
continues to be very functional,”
said Dennis Burke, vp, state rela-
tions with the Reinsurance Assn. of
America in Washington. “Private
reinsurers have abundant capacity
and they continue to want Florida
cat risk,” he said. 

The TICL layer, implemented as a
temporary solution several years
ago, is being phased out by 2014,
and its capacity will be reduced by
$2 billion a year. Last year, concerns
about the TICL layer’s viability to
pay claims in the uncertain bond-
ing environment, and rating agen-

cies’ treatment of the TICL layer
within the reinsurance structure
sent many buyers to the open mar-
ket to secure this part of their pro-
gram, Ms. Mowery said. 

“This year we saw a continuation
of that trend,” she said. 

Late last month the FHCF adviso-

ry council said easing credit markets
and the FHCF’s reduced capacity
would allow Florida to meet all the
state’s maximum claims-paying
capacity for the upcoming hurri-
cane season. 

According to FHCF data, the fund
has a potential obligation of rough-

ly $25.5 billion this year. Current
capacity includes $6 billion in cash
reserves and $3.5 billion in pre-
event notes. In addition, officials
estimate $15.94 billion could be
borrowed to supplement the fund
due to improved municipal bond
market conditions. 

“We’re in better shape than we
have been in a long time,” said Sam
Miller, executive vp of the nonprof-
it Florida Insurance Council. 

In 2009, FHCF officials said the
fund had a potential shortfall of
$18.4 billion because it could only
sell $3 billion in post-event bonds.
However, the state was spared
major catastrophe losses last year. 

While the situation heading into
the hurricane season appears posi-
tive, “there are still some dark
clouds over Florida” as political and
economic factors weigh heavily on
the industry, Mr. Miller said.

Last week, Florida Gov. Charlie
Crist vetoed a property insurance
reform bill that had wide industry
support, citing concern the legisla-
tion would make it easier for insur-
ers to increase residential premiums
in Florida. 

Florida Insurance Commissioner
Kevin McCarty had said the bill
would add regulatory tools to
ensure the solvency of private insur-
ers.

CONTINUED FROM PAGE 3
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Durban, South Africa, is one of nine cities in the nation that are hosting the
FIFA World Cup that begins June 11 and runs through July 11.

‘The (Florida) reinsurance market continues to be very
functional. Private reinsurers have abundant capacity
and they continue to want Florida cat risk.’
Dennis Burke, Reinsurance Assn. of America

Florida: Reinsurance prices falling and state fund’s finances improve



tions, Mr. McCormack breached his
fiduciary duty by going to work for
Ryan Specialty and assisting in
efforts to hire CRC’s employees.

In an e-mail, CRC Chairman and
CEO Tom Curtin said the Birming-
ham, Ala.-based wholesaler will
continue to pursue litigation
against Mr. McCormack in Alabama
and is appealing the court’s jurisdic-
tional decision regarding Ryan Spe-
cialty, Mr. Ryan and RT Specialty. 

CRC also is “vigorously defend-
ing” the suit filed against it on May
4 by 22 former CRC employees in
Cook County Circuit Court in
Chicago, Mr. Curtin said. The
departing employees are seeking a
declaration that restrictions in their
employment agreements are unlaw-
ful and contrary to public policy.

In regards to the hearing this
week, Mr. Curtin said: “CRC looks
forward to sharing all of the facts
with the court at this hearing and
trusts that in the interim the former
CRC employees will abide by their
employment agreements.”

Ryan Specialty Group said it also
looks forward to presenting its case
to the judge.

In an interview, Mr. Ryan said
he’s always felt that “it’s wrong” to
bind people by broad noncompete
agreement and preclude them from
working in the industry that they
want to work. “I’ve always felt that

if people want to leave, they should
be able to leave,” he said.

Despite reports that he and his
firm “raided” CRC, Mr. Ryan said
that wasn’t the case.

“The reality is, many of the senior
(CRC) people in leadership posi-
tions were looking to leave,” Mr.
Ryan said. “They wanted to leave
BB&T (Corp.), which owns CRC,
because they said they had prob-
lems being owned by a large bank
that also owns a large retail broker,”
he said. “Independence for whole-
salers who are part of an organiza-
tion that has retail brokerage busi-
ness is a big thing…because they are
competing with their clients.”

“We’re not targeting CRC in any
way,” Mr. Ryan said. “We’re hiring
people from all different back-
grounds…and building our business
in a broad way.” 

RT Specialty’s Chicago office
opened its doors for business June 4
as the 30-day notice of resignation
period of the former CRC employ-
ees expired. RT Specialty also has
offices in California and Philadel-
phia, staffed with former CRC
employees.

“Despite the recent departures
from CRC to RT Specialty, CRC
remains focused on its clients. We
are grateful for their loyalty and
dedicated to continuing to provide
the same excellent service clients
have come to expect from CRC,”
Mr. Curtin said in the e-mail.
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said in its report.
However, Best affirmed the finan-

cial strength rating of “A+” for
Jupiter, saying the captive’s finan-
cial position is likely to remain
strong.

“Although Jupiter has established
loss reserves at its policy limit of
$700 million, risk-adjusted capital
still soundly supports the rating lev-
el,” the report said.

Moody’s said that if BP had not
self-insured, the commercial insur-
ance and reinsurance industry’s
exposure to the loss would have
been even higher than current esti-
mates, which put total insured loss-
es for the event between $1.4 bil-
lion and $3.5 billion. 

So far, 14 insurers and reinsurers
have released loss estimates for a
total of $611 million in expected
losses, Moody’s said. Those compa-
nies are Swiss Reinsurance Co. Ltd.,
Munich Reinsurance Co., PartnerRe
Ltd., Hannover Reinsurance Co.,
Validus Holdings Ltd., Catlin Group
Ltd., Lancashire Holdings Ltd.,
Chaucer Holdings P.L.C., Montpe-
lier Re Holdings Ltd., Amlin P.L.C.,
Transatlantic Holdings Inc., Hiscox
Ltd., RJ Kiln & Co. Ltd. and Beazley
P.L.C.

Moody’s said some prominent

Bermuda insurers and reinsurers
have not released loss estimates,
indicating that they expect their
exposure to be below the U.S. Secu-
rity and Exchange Commission’s
reporting requirement threshold,
typically around $25 million.

With cleanup costs already

approaching $1 billion, this spill
will be far costlier than the 1989
Exxon Valdez spill, Moody’s said.

Meanwhile, Moody’s said proper-
ty insurance rates for offshore oil
companies have increased 15% to
25% for shallow water projects, and
50% or more for deepwater rigs.

CONTINUED FROM PAGE 3

BP: Insured
spill losses
top $1.6B

employees, Mr. Benmosche said the
insurer still has “several options to
consider regarding AIA,” but he did
not elaborate. He said AIG remains
focused on monetizing AIA as well
as its American Life Insurance Co.
unit “as quickly as possible” and
“on appropriate terms” due to the
units’ “unique strengths.” 

AIG reached agreement in March
to sell ALICO to New York-based
MetLife Inc. for $15.5 billion (BI,
March 15). That deal is expected to
close by year-end.

Reacting to the developments, Bill
Bergman, an analyst with Morn-
ingstar Inc. in Chicago said, “The
fact that they had enough room to
do what they did (in refusing to low-
er the price) suggests there may be
better alternatives behind the scenes
that we don’t know about.”

“There must be something going
on, given that the board felt confi-
dent enough to reject the bid,” said
Clark Troy, Chapel Hill, N.C.-based
senior analyst with research and
consulting firm Aite Group L.L.C.
“But whether it comes to fruition or
not is very difficult” for an outsider
to determine, he said. 

John Wicher, principal with John
Wicher & Associates Inc. in San
Francisco, said AIG’s board is “con-
tinuing to show the discipline
which they’ve shown over the last
year in not being unduly pressured
by the various shareholders, includ-

ing the government, to raise capital
and possibly doing that at the
expense of realizing full value.”

Mark Purowitz, a partner with
Diamond Management & Technol-
ogy Consultants Inc. in New York,
agreed that AIG is in no rush to act. 

“I don’t think you can replicate
the AIA franchise today,” Mr.
Purowitz said. “It’s a unique fran-
chise in the marketplace, which is
why I think Prudential and others
were very interested in acquiring it
in the first place, so I think that AIG
is going to hold out for what it
thinks is the fair value of that
unique franchise.”

Meanwhile, AIG’s stance on the
Prudential deal likely had the Trea-
sury Department’s blessing, said
Mark Rouck, senior director at Fitch
Ratings in Chicago. “As a majority
shareholder, I think they have a lot
of input into what goes on,” he said.

It was reported last week that AIG’s
bankers estimate AIA could be worth
between $32 billion and $36 billion
after an IPO, but some observers say
any option is unlikely to earn the
$35.5 billion AIG would have gained
in the original Prudential deal.

“I am not overly optimistic they
will realize” that total, “particularly
with such a high cash component
as was contained in the Prudential
deal,” said Cathy Seifert, an equity
analyst with Standard & Poor’s
Corp. in New York.

Under revised terms on which
AIG and Prudential had agreed, the

deal would have involved $23 bil-
lion in cash.

Some observers say an IPO is the
most likely approach. 

A buyer willing to pay $35.5 bil-
lion “seems unlikely,” said Cliff Gal-
lant, an analyst with Keefe, Bruyette
& Woods Inc. in New York. But
with an IPO, “a year from now AIA
could be an independent company
and doing very well.“

However, volatility in the Asian
equity markets could delay an IPO,
Mr. Troy said. 

Mr. Wicher said another buyer is
a real possibility, but “there are only
so many companies of sufficient size
to complete a deal like this.” Gener-
ally, a “private transaction will have
a higher valuation than an IPO”
because of the synergies involved.

Mr. Purowitz said a buyer must
“be someone with a significant
enough capitalized structure to do a
deal of that magnitude, and there
are very few in the industry that
could do something like that. It all
depends on whether or not it is a
strategic fit into an Asian expansion
strategy,” he said. He did note that
“AIA has been extremely profitable
for AIG in the past.”

Mr. Troy said possible bidders
include the state-owned insurers in
China, Singapore and Qatar and
Toronto-based Manulife Financial
Corp. In a statement, Manulife said
it does not comment on acquisi-
tions.

Some observers say breaking up the

unit also is a possibility. It was report-
ed last week that Trieste, Italy-based
Assicurazioni Generali S.p.A. may be
interested in buying parts of the oper-
ation. In a statement, Generali said it
is “still premature to talk about it.”

“The whole Asia market is viewed
as high-growth, high-margin,” said
Stewart Johnson, a portfolio
manger with Stamford, Conn.-
based Philo Smith & Co. “There’s
certainly companies that want to
expand into Asia or build existing
businesses. But requiring one com-
pany to purchase the entire entity
would limit your purchasers.” 

Many observers describe the col-
lapse of the Prudential deal as a set-
back for AIG. 

“They had hopes they were going
to have a nice amount of cash com-
ing to the door, and that would
have been great to pay back the tax-
payer and to move on to a stabilized
company,” Mr. Gallant said.

“I think the process of turning
around AIG is not going to be this
sort of smooth, linear progression,”
Ms. Seifert said. “It’s going to be a
series of fits and starts and a series of
taking one step forward and two
steps back,” she said. “The key, at
this point, is it’s important they
consummate a sizeable deal in
terms of gaining momentum and in
terms of the management team get-
ting credibility,” she said.

“But clearly, you’d like to see
momentum on the upswing more
consistently, and this is definitely a
disappointment,” Ms. Seifert said.

Meanwhile, S&P last week said
AIG and its insurance subsidiaries’
ratings remain unchanged. “We
believe the sale of AIA will now take
longer than AIG previously antici-
pated and poses increased execu-
tion risk because of the volatile con-
ditions in the capital and equity
markets,” the rating agency said. 

S&P said AIG has an A- rating
with a negative outlook, while most
of its insurance subsidiaries have an
A+ rating with a negative outlook.

In addition, New York-based
Moody’s Investors Service affirmed
its long-term A3 issuer rating and its
prime-1 short-term issuer rating. The
rating outlook remains negative.

CONTINUED FROM PAGE 1
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As oil from the Deepwater Horizon spill reached beaches in Florida and Alabama,
workers deployed containment booms off Orange Beach, Ala., late last week.

CONTINUED FROM PAGE 3

CRC: Wholesaler trying to
block Ryan Specialty hires

AP PHOTO

Prudential P.L.C., led by Group Chief
Executive Tidjane Thiam, has called
off a deal to buy AIA Group Ltd.

AIA: Collapse of deal forces examination of other options



Rep. Connolly said.
In the Senate, Democratic leaders

pared back the COBRA subsidy pro-
vision by a month to bring down
the cost of the nearly $8 billion
extension. Under the revised ver-
sion, the COBRA subsidy would be
available to employees laid off
through Nov. 30, compared with
Dec. 31, under the original version.

Even with that and other costly
provisions being cut back, the Sen-
ate declined to take up the broader
bill before recessing, a sign,
observers say, that the measure
lacked the 60 votes needed to stop
floor debate.

The House’s jettisoning of the
COBRA subsidy provision is a dra-
matic contrast to legislators’ prior
endorsements of subsidy exten-
sions.

Three times—last December,
then in March and April—Congress
approved measures to extend the
subsidy, with little opposition. The
subsidy first was put in place as part
of a massive economic stimulus bill
federal lawmakers approved in
February 2009.

Last December, the subsidy was
extended to 15 months, while the
measures passed in March and April
extended the subsidy by one and
two months respectively.

No legislator has publicly
opposed the COBRA subsidy.
Instead, the opposition is grounded
in taking action on measures that
would expand the deficit.

“As the election approaches,
there is a growing concern in
Congress” about the public ner-
vousness about the deficit, said
Helen Darling, president of the
National Business Group on Health
in Washington.

“It is not as easy as it was a year
ago,” during the depths of the reces-
sion, for legislators “to write a blank
check,” she added.

“There is a greater reluctance in
Congress to pass unpaid-for items”
such as COBRA subsidy extensions,
said Gretchen Young, vp-health
policy for the ERISA Industry Com-
mittee in Washington.

Still, no one says subsidy exten-
sion measures are dead. Some
observers say that rather than pass-
ing multi-month extensions, legis-
lators might pass shorter exten-
sions, which individually have low-
er price tags than longer extensions.

“You might have a series of one-
month extensions,” said Chantel
Sheaks, a principal in the Washing-
ton office of Buck Consultants
L.L.C.

If that scenario develops, employ-
ers and employees would face the
uncertainty each month about
whether the subsidy will be contin-
ued. 

Still, that uncertainty would pale
in comparison to the problems
employers faced shortly after the
passage in February 2009 of the
original COBRA subsidy legislation,
which was embedded in the Ameri-
can Recovery and Reinvestment Act
of 2009.

That provision went into effect
almost immediately and was

retroactive, requiring employers to
locate employees laid off as far back
as September 2008 to tell them that
they had a new right to COBRA,
with the federal government now
picking up 65% of the premium.

At the same time, in the absence
of regulations, employers had to
take their best guesses in interpret-
ing the law, such as whether a lay-
off would be considered an involun-
tary termination of employment,
the only situation qualifying for the
subsidy.

“Administratively, there were
some real headaches at the begin-
ning,” said Ms. Young of the ERISA
Industry Committee.

But the speedy development of
guidance from federal regulators
soon eased administrative issues,
while COBRA administrators
revamped their own systems to
handle beneficiary notification and
premium payments.

At the same time, the subsidy has
enabled millions of individuals to
retain employment-based coverage
that likely would have been unaf-
fordable without the subsidy.

Surveys conducted by Hewitt
Associates Inc. of Lincolnshire, Ill.,
found a doubling of average COBRA
opt-in rates for laid-off employees
after the enactment of the subsidy
legislation.

From March 1, 2009, when the
subsidy first generally became avail-
able, through Nov. 30, the monthly
COBRA enrollment rate for eligible
laid-off employees averaged 39%.
That compares with an average
monthly rate of 19% from Sept. 1,
2008, through Feb. 28, 2009, the
Hewitt survey of 200 large employ-
ers found.

It isn’t known how much this
surge of enrollment has cost
employers. A general rule of thumb
is that individuals enrolled in non-
federally subsidized COBRA incur
$1.50 in claims for every $1 in pre-
mium they paid. That is because the
high cost of coverage—monthly
premiums for single coverage often
are about $400 a month for individ-
ual coverage and $1,200 for family
coverage—results in a dispropor-
tionate number of enrollees who are
above-average users of health care
services.

Benefit consultants say the feder-
al premium subsidy has reduced
adverse selection, but employers
still pay out more in claims than
they collect in premiums.

“Certainly, employers are paying
more,” Ms. Sheaks said. Even if
adverse selection decreases, that will
be offset by a higher opt-in rate, she
said.
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reinsurers by the Reinsurance Assn.
of America. The combined ratio
reflects a 72.8% loss ratio and a
29.5% expense ratio. Net premiums
written totaled $6.4 billion during
the period, down from $7 billion in
2009. Policyholder surplus in the
first quarter of 2010 totaled $101.3
billion, up from $77 billion at year-
end 2009, the RAA said. 

Court invites appeal 
in greenhouse gas suit
The 5th U.S. Circuit Court of Appeals
ruled last week that, because of
recusals, it lacked a quorum of judges
to rehear an appeal of Ned Comer et
al. vs. Murphy Oil USA Inc. et al. and
invited the plaintiffs and defendants
to petition the U.S. Supreme Court to
hear the case. The suit, filed by
coastal landowners alleging that
greenhouse gases emitted by
chemical and energy companies
intensified Hurricane Katrina, has
been seen as an indicator of whether
the federal courts will permit suits
alleging nuisance. In 2009, a three-
judge panel of the 5th Circuit ruled
the case could proceed.

P/C insurer reserve 
releases less likely
U.S. property/casualty insurers are
less likely to release large amounts
of reserves as they have in recent
years as underlying business
conditions deteriorate, Standard &
Poor’s Corp. said in an analysis. In an
article, “Why U.S. Property/Casualty
Insurers Might Have to Put the
Brakes on Reserve Releases,” S&P
said insurers’ operating profit has
weakened due to declining payrolls,
sales of insurance products, reduced
investment income, soft insurance
pricing and excess capacity. 

Allied World, Chubb 
launch Lloyd’s syndicates
Allied World Assurance Co. Holdings
Ltd. and Chubb Insurance Co. of
Europe S.E. have launched Lloyd’s of
London syndicates. Allied gained
Lloyd’s approval for syndicate 2232
and will begin underwriting business
this month. Capita Managing Agency
Ltd. will manage the syndicate and is
authorized by the U.K. Financial
Services Authority. Chubb has

received approval from the Lloyd’s
Franchise Board to establish Chubb
1882. The syndicate will be managed
by Chubb Managing Agent Ltd.,
which also has FSA authorization.

HHS drafts application 
for early retiree claims 
A draft application by the
Department of Health and Human
Services details the kind of
information that regulators will seek
from employers applying for federal
reimbursement of health care claims
incurred by early retirees and their
dependents. That reimbursement is
authorized by the Early Retiree
Reinsurance Program established as
part of the new health care reform
law. 

Court urged to not review
city’s health care law
The Obama administration urged the
U.S. Supreme Court not to review a
2008 appeals court ruling that upheld
San Francisco’s controversial health
care spending law. Last year, the U.S.
Supreme Court asked the Justice
Department for its opinion on
whether it should review the 9th U.S.
Circuit Court of Appeals decision. In a
brief filed last week by members of
the Justice Department, the Obama
administration said the Labor
Department began to “re-examine” its
views after the appeals court ruling.
The brief noted that since the 2008
ruling, Congress has passed
comprehensive health care reform
legislation which “significantly
reduces the potential that state or
local governments will choose to
enact health care programs” like San
Francisco’s and “may also affect the
question whether such programs are
pre-empted by federal law.” Just as
the Labor Department decided that
regulatory action on the pre-emption
issue is premature, the Supreme
Court’s “review of the issue is not
warranted at this time,” the brief said. 

Noted
CIGNA Corp. has named Bertram L.
Scott to the new post of president of
U.S. commercial markets, effective
June 28. Mr. Scott, who will be based
in Bloomfield, Conn., will oversee U.S.
products; marketing; national
accounts; and regional, select and
senior segments….Endurance
Specialty Holdings Ltd. said Michael
P. Fujii, global CEO of insurance
operations, has retired from the
company effective
immediately….American
International Group Inc. hired Robert
Bleimeister and Mitchell Schultz to
overhaul AIG’s human resources unit
and pay practices.
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COBRA: Lawmakers pull back support

COBRA SUBSIDY
HISTORY
How the federal subsidy of COBRA 
premiums was established and extended.

FEBRUARY 2009: President Barack
Obama signs into law an economic
stimulus bill, the American Recovery
and Reinvestment Act of 2009, that
includes a nine-month, 65% COBRA
premium subsidy for employees
involuntarily terminated from Sept. 1,
2008, through Dec. 31, 2009.
Congressional analysts estimate the
subsidy will aid more than 7 million
workers and their families and cost
about $25 billion.

DECEMBER 2009: The president
signs legislation that extends and
expands the subsidy to employees
laid off through Feb. 28, 2010, for up
to 15 months.

MARCH 2010: The president signs a
bill to extend the subsidy through
March 31. Other provisions clarify
that employees who first lost group
coverage due to a reduction in hours
and then were terminated after the
enactment of the bill are eligible for
the subsidy, if certain conditions are
met. Later, the Senate passes a tax
bill to extend the subsidy through
Dec. 31, but the House takes no
action.

APRIL 2010: The president approves
a bill extending the subsidy through
May 31.

MAY 2010: House passes a tax bill
that the Senate approved in March,
but strips a provision to extend the
subsidy through Dec. 31. Senate
Democratic leaders shorten the
extension to Nov. 30, but the Senate
takes no action before a weeklong
recess.
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END PAGEA Kalamazoo, Mich., towing company is suing a
Western Michigan University student who created a
Facebook page criticizing T&J Towing that the
company alleges is defamatory.

Justin Kurtz, 21, devised the page after T&J
Towing hauled his car away from his apartment
complex in January even though he had a permit to
park there. The towing company said the permit
was not clearly visible.

After more than 800 people signed up as fans on
Kalamazoo Residents Against T&J Towing in just
two days in February—some sharing their adverse
experiences—the towing company filed suit in
Kalamazoo County, Mich., seeking $750,000 in
damages. The fan base had grown to 12,000 as of
last week.

The company asserts that the negative publicity
generated by the Facebook page is costing it
business and damaging its reputation. 

First Amendment lawyers reportedly view the
litigation as the latest incarnation of a longtime
legal maneuver known as “strategic lawsuit against
public participation,” or SLAPP, in which businesses
file defamation suits against individuals who
criticize them. 

In this case, however, Mr. Kurtz is fighting back.
He filed two countersuits that contend the page is
protected by the freedom of speech constitutional
guarantee. The suits, which seek to recover legal
defense costs, reportedly say the company’s
business practices—not the Facebook page—caused
the towing company to lose business.

“Social networking has put the little guy and the
big guy on the same footing,” University of Detroit
Mercy marketing professor Mike Bernacchi told the
Detroit Free Press.

APPEARANCE TAKES
ON PERFORMANCE

Can a banker be fired for
being too hot?

One former Citibank N.A.
banker alleges this is what
happened to her and is
pursuing an arbitration
hearing in the matter.

According to the Village
Voice, the 5-foot, 6-inch, 125-
pound Debrahlee Lorenzana
alleges she was fired last year
from her job as a banker at a
Citibank branch in New York
after her bosses told her they
could not concentrate on their
work because her appearance
was too distracting. 

They ordered her to stop
wearing pencil skirts, three-
inch heels or fitted business
suits, the 33-year-old single
mother told the newspaper.
She said when she pointed out
female colleagues who wore
far more revealing clothing,
“they said their body shapes

were different from mine, and I drew too much attention.” 
In her suit, she said her bosses told her that “as a result

of the shape of her figure,” such clothes were “‘too
distracting’ for her male colleagues and supervisors to
bear.”

Responding to the suit, Citibank said “Ms. Lorenzana has
chosen to make numerous unfounded accusations and
inaccurate statements” against the bank and several of its
employees.

“While we will not discuss the details of her case, we can
say her termination was solely performance-related and
not at all related to her appearance or attire,” the bank
said in a statement. “We are confident that when all of the
facts and documentation are presented, the claim will be
dismissed.”

A Park City, Utah, woman is
seeking to blame Google Maps’
walking directions instead of her
common sense when she was
struck by a car while walking on a
highway.

Lauren Rosenberg filed a
lawsuit in a Utah federal court late
last month against Google seeking
more than $100,000 in
compensation for giving her
walking directions that led her
onto a busy state highway where
there was no sidewalk. 

According to several reports
and the court documents, Ms.
Rosenberg wanted to get from 96
Daly St. to 1710 Prospector Ave.,
Park City, and downloaded walking
directions via Google Maps on her
BlackBerry. When she reached the
intersection of Main Street and
Deer Valley Road, she thought
there was a sidewalk on the other
side of Deer Valley Road and
proceeded to cross the street,
where she was hit. 

“With full knowledge that Deer
Valley Road aka State Route 224
is a rural highway exhibiting
vehicles traveling at a high rate of
speed, and devoid of pedestrian
sidewalks, Google failed to warn
(Ms. Rosenberg) of said known
dangers, and instead instructed
her to use that dangerous path for
her trip,” the complaint said. 

Ms. Rosenberg’s attorney, Allen
K. Young, a partner for the Provo,
Utah-based firm Young, Kester &
Petro, told the Associated Press
that “there’s enough fault to go
around,” seemingly at least semi-
acknowledging that Ms.
Rosenberg should have perhaps
exercised some common sense,
but that “Google had some
responsibility to direct people
correctly or warn them.” 

“They created a trap with
walking instructions that people
rely on,” he told the AP. “She
relied on it and thought she should
cross the street.”

Google has said it offers text
warnings on PDAs and desktops,
according to reports. Google said
that since 2008 it has offered
warnings on devices such as
BlackBerry devices, but the
mobile beta warning usually is
shorter due to its screen size.

Ms. Rosenberg is also seeking
compensation in excess of
$100,000 from the driver that
struck her for medical expenses,
lost wages and punitive damages.

Google map
walking tour
set a trap,
suit alleges“American Idol”

winner Jordin Sparks
is joining Allstate in
an “X the TXT”
safety awareness
campaign.

Anti-texting drive
adds star power

A lot of attention and star power
has been spent on getting
people to stop texting while
they drive, including Grammy-
nominated singer and
“American Idol” winner Jordin
Sparks.

Ms. Sparks is teaming with
Allstate Corp. for a summer tour
and advertising campaign that
asks teens and their families to
“X the TXT” behind the wheel.
The “Battlefield” tour will make
29 stops and concertgoers will
have the opportunity to pledge
not to text and drive by adding
their thumbprint to a traveling
banner at Ms. Sparks’ shows. 

Northbrook, Ill.-based
Allstate’s “X the TXT”
movement began in November
with a 30-city tour of live
events, a Facebook virtual
pledge page and a petition
urging Congress to address the

issue of texting while driving. 
Recently, an Allstate

Foundation study found that
49% of driving teens admit to
being extremely distracted by
texting and instant messaging
while driving. A study by the
National Highway Traffic Safety
Administration reports driver
distraction contributes to 25%
of all police-reported traffic
crashes. 

“Texting while driving is the
equivalent of drinking four
beers,” Joan Walker, senior vp of
corporate relations at Allstate,
said in a statement. “It is time to
put an end to this deadly
practice.”

In April, Oprah Winfrey
partnered with Governors
Highway Safety Assn. in a “No
Phone Zone” campaign to raise
awareness of the dangers of
texting while driving.

Contributing: Jeff Casale, Judy Greenwald, Joanne Wojcik
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Debrahlee Lorenzana
alleges she lost her
Citibank job because
her figure was too
“distracting.” 

STUDENT TOWS SPAT
TO FACEBOOK
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2010 Awards are presented this June

Shouldn’t you be there when we present the 
2010 Benefi t Manager of the Year Award?

Contact Becky Briggs, 
Event Manager for more details on event attendence, 

rbriggs@businessinsurance.com or 212-201-0132.

Strategies to Successfully Manage 
Your Employee Benefi t Plans

June 30, 2010 | Le Parker Meridien | NYC

There is no charge to attend, however places are 
limited and early registration is recommended.
For further information and to secure you place, 
please contact Becky Briggs, Event Manager, 
Telephone: 212-210-0132    E-mail: RBriggs@BusinessInsurance.com

In partnership with:

Hear directly from the 2010 Benefi t Manager of 
the Year® honorees on topics and issues that directly 
affect you and your employee benefi t programs.

Topics to be discussed include:
• How to redesign retirement plans to boost employee participation
• How to manage a benefi t program for a global community
• How to decrease health care costs via plan design changes
• How to gather and share health care information with employees
 
Why attend?
This is a senior-level forum packed with practical and in-depth information 
on real-life programs in employee benefi ts.  Gain valuable tips from innovative 
employee benefi t programs.

Who should attend?
Senior executives responsible for managing employee benefi t plans for public 
and private organizations, non-profi t groups and public entities.

Confi rmed Speakers:
•  Keynote Speaker: James Klein, President, American Benefi ts Council 

“What health care reform will mean to employers”

• Marianne McManus, Director, Global Health Benefi ts Strategy and Design, IBM
• Gary Eastes, Risk and Benefi ts Manager, City of Knoxville, TN
• Joseph Molloy, Corporate Director of Benefi ts, North Shore-LIJ Health System
• Joanne Wojcik, Senior Editor, Business Insurance



For over 40 years, Lexington Insurance 

Company has been fi rst to market with 

innovative solutions to new and complex risks. 

Today, we are America’s top surplus lines insurer 

and a leading U.S.-based property and casualty 

carrier, off ering cutting-edge protection for everything 

from tough liability risks to sophisticated property 

exposures. For updates on today’s rapidly changing 

risk landscape—and how we are responding—tune in to our 

ongoing Lexcasts® series at www.lexingtoninsurance.com

Lexington Insurance Company is a Chartis Company. For additional information, please visit www.chartisinsurance.com. 
All products are written by insurance company subsidiaries or affi  liates of Chartis Inc. Coverage may not be available in all 

jurisdictions and is subject to actual policy language. Non-insurance products and services may be provided by independent 
third parties. Certain coverage may be provided by a surplus lines insurer. Surplus lines insurers do not generally participate in 

state guaranty funds and insureds are therefore not protected by such funds. 

 Where there’s a risk 
THERE’S A WAY.
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