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WELLNESS v
OFFERINGS HEALTH CARE BENEFITS

Among employers

offering health

care benefits, 98%

of large employers

and 73% of small employers also
offer at least one wellness program.

Among employers with wellness
programs, 51% offer a biometric
screening, and 36% reduce
workers’ premiums or
deductibles for participating.

Source: Kaiser Family Foundation, 2014

WELLNESS

tmployers
f0CUS on obesity
(espite threats

Wellness plans continue
in face of lawsuits

BY STEPHANIE GOLDBERG

Rising obesity-related health
care costs are leading some
employers to take a firmer
approach to workplace wellness
programs despite the potential to
violate anti-discrimination laws.

Claims by obese workers with
chronic conditions often result in
the highest medical costs,
“because what travels with obesi-
ty are so many other factors,” such
as diabetes and high blood pres-
sure, said Misty Price, Richardson,
Texas-based chief operating offi-
cer at workers compensation
defense law firm Adelson, Testan,
Brundo, Novell & Jimenez.

Ms. Price said more employers
are asking, “What’s happening on
our watch?”

Obesity and its financial effect on

See OBESITY page 42

DEPRESSION IN THE WORKPLAGE
REMAINS GOSTLY PROBLEM

Workers seldom use assistance programs offered

BY MATT DUNNING

Depression among workers is costing U.S. employers billions,
but few companies have devised strategies for effectively
reducing the financial and operational effects of depressive
illness.

While depression and other mental illnesses are covered

See MENTAL HEALTH page 44

DEPRESSION
BY THE NUMBERS

16.8 MILLION

U.S. adults with a depressive
illness

Average workdays lost per
quarter by an employee with
depression

Average days of reduced
productivity per quarter by an
employee with depression

Percentage of workers in
personal care and service
occupations with a major
depressive episode

in the past year — No. 1
among all industries

Source: U.S. Centers for Disease
Control and Prevention

Bermuda deal
may mank stant
of buyout trend

RenRe’s Platinum buy
seen as complementary

BY MATTHEW LERNER

RenaissanceRe Holdings Ltd.’s
$1.9 billion agreement to merge
with Platinum Underwriters Hold-
ings Ltd. will boost Renaiss-
nanceRe’s casualty book and may
signal more deals among reinsur-
ers with complementary offerings.

Under the definitive merger
agreement the Bermuda-based
companies announced late last
month, RenaissanceRe said the
cash-and-stock deal will accelerate
its strategy of expanding its casu-
alty and specialty business and
result in a combined company
with $2 billion in pro forma written
premiums.

Analysts say they expect more
Bermuda reinsurers to merge for
strategic reasons.

Platinum’s operations will carry
the RenaissanceRe brand, the
companies said in a statement.
Platinum had 124 employees,
according to its third-quarter earn-
ings statement.

In addition, Platinum President
and CEO Michael Price will step
down and not join the combined
entity, a RenaissanceRe spokes-
woman confirmed.

While analysts cited the com-
plementary products offered by
the reinsurers as the major driver
of the deal rather than achieving
economies of scale, RenaissanceRe

See MERGER page 42
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RISK MANAGEMENT

RISK MANAGEMENT LIMITED
AT LATIN AMERIGAN GOMPANIES

Outside of energy, finance risk culture undeveloped

BY PAUL BOMBERGER

RIO DE JANEIRO — Companies
in Brazil and throughout Latin
America go out of their way to
avoid identifying, acknowledging
and insuring their risks, risk man-
agement professionals in the
region say.

Aside from the banking and
energy industries, the predomi-
nant corporate culture among
firms that monitor operational
risks is to take a short-sighted
view within a department rather
than assessing the broad expo-
sures of the entire enterprise.

The prevailing sentiment among
Latin American companies is, “I
don’t want to face risks,” said
Javier Mirabal, executive director
of Plano, Texas-based Mirabal
Risk Management L.L.C. and of
Asociacion Latinoamericana de
Administradores de Riesgos y
Seguros, the Latin American risk
managers’ association.

“We have to develop a risk cul-
ture in Latin America,” Mr. Mira-
bal said in late November, speak-
ing to a group of about 70 of the
region’s risk professionals gath-
ered in Rio de Janeiro for the two-
day ALARYS 2014 conference.
“We have to learn to understand
risks are nothing bad; they exist
within companies, whether good
or bad. You have to accept that
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Rio de Janeiro is preparing to take the world stage in 2016 when it will

host the Summer Olympics.

risks are there.”

The repeated characterization
from risk management experts of
Brazilian companies’ lackluster
approach to risk management pre-
sents the ultimate irony for foreign
visitors who see the city of Rio
preparing to take the world stage
in 2016 to host the Summer
Olympics, an international event
requiring a comprehensive risk
management plan.

As the preparation continues,
hotels, sporting venues and an
Olympic Village for athletes
remain under construction, along
with an overpass that’s being

added to a major highway running
through the city. Still, there was no
discussion or even mention of the
risks surrounding planning and
hosting the Olympics during the
biennial ALARYS conference.
Marcelo D’Alessandro, director
of Associacio Brasileira de Gerén-
cia de Riscos, the Brazilian risk
managers’ group and a member of
the Rio 2016 Organizing Commit-
tee of the Olympic and Paralympic
games, said after the conference
that the committee turned over
all risk management responsibili-

See ALARYS page 41

Verizon probe

BY JUDY GREENWALD

Companies can glean valuable
guidance from the Federal Trade
Commission ending its investiga-
tion into the security of Verizon
Communications Inc.’s routers
should they face such a probe.

Legal and insurance industry
experts say it is critical for compa-
nies to maintain up-to-date cyber
security standards as one way to
avoid such regulatory scrutiny in
the first place.

Experts also advise buyers to
make sure their cyber insurance
covers regulatory exposures.

The FTC, which investigated
whether Verizon engaged in

CYBER LIABILITY

holds Iessons in cyber secunity

“unfair or deceptive acts or prac-
tices” by continuing to ship routers
using an outdated encryption stan-
dard, closed its probe with a mid-
November letter to the New York-
based communications firm’s
attorney.

Maneesha Mithal, associate
director of the FTC’s division of
privacy and identity protection,
cited Verizon’s overall data secu-
rity practices and steps it took to
address concerns about its
routers’ security in ending the
investigation.

She added, however, “We contin-
ue to emphasize that data security
is an ongoing process. As risks,
technologies and circumstances

change over time, companies must
adjust security practices accord-
ingly.”

Verizon said in a statement that
customers’ “online security is crit-
ically important to us.” It said its
partnerships with groups such as
the National Cyber Security
Alliance are “raising awareness
and helping our customers be safe
and secure whenever they are con-
nected.”

Meanwhile, the FTC and Wynd-
ham Worldwide Corp. continue
their litigation over the Parsippa-
ny, New Jersey-based hotel
chain’s cyber security standards

See FTC page 41
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WORKERS COMPENSATION

(ompounded
drugs draw
controvensy

Express Scripts sued
for refusing funding

BY SHEENA HARRISON

A lawsuit filed by several com-
pounding pharmacies against
Express Scripts Inc. challenging
the nation’s largest pharmacy ben-
efits manager’s refusal to pay for
compounded medications under
group health plans could portend
future challenges as payers
attempt to limit such medications
in workers compensation claims.

“That tug of war between the
payers on the one hand and the
compound pharmacies on the
other is conceptually important
across (sectors), including work-
ers compensation,” said Michael
Gavin, president of Duluth, Geor-
gia-based medical cost manage-
ment company PRIUM, which is
not involved in the litigation.

In the suit filed last month in St.
Louis federal court, the plaintiffs
allege that St. Louis-based Express
Scripts unlawfully denied group
health plan claims for compound-
ed medications in violation of the
Employee Retirement Income
Security Act.

The suit seeks a declaratory
judgment barring Express Scripts
from rejecting already requested
compounded medications and that
it be ordered to pay for properly
requested compounded drugs in
the future.

Compounded prescriptions are
two or more medications that are
combined outside their typical,
commercially available form, such
as pills. Compounds, which usual-
ly are customized for each patient,
include topical creams and gels,

See COMPOUNDS page 42

CONDITIONS

According to a lawsuit filed against
Express Scripts Inc., common conditions
or situations for which compounded
medications are used include:

M Scarring
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GROWTH IN GORPORATE SPLITS
OPENS UP LIABILITY GHALLENGES

Caution required to prevent lawsuits, insurance lapses

BY BILL KENEALY

Many publicly traded companies
are opting to split in two or spin-off
large units in efforts to streamline
operations, mollify activist share-
holders or cash in on a bullish
stock market, but the moves also
raise risk management challenges.

Poorly planned or misconceived
splits can result in fraud allega-
tions if liabilities are incorrectly
apportioned, or other liabilities
may arise if the separated entities
go on to post differing financial
results.

And routine risk management
tasks, such as ensuring coverage
and expertise is in place for all
units, becomes significantly more
complex during and after a corpo-
rate split.

While risk managers may be
familiar with the internal and
external risks inherent in mergers
and acquisitions, they also need to
be aware of the risks involved in
getting smaller. Splits can subject
a company to disputes over exist-
ing insurance contracts as well as
lawsuits aimed at directors and
officers, experts say.

The trend of corporate divesti-
ture has gained steam recently
and is especially pronounced in
the technology sector, said John
Orr, San Francisco-based manag-
ing principal in the management
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In September, online retailer eBay Inc. said that it would split its auction
and payments businesses into two publicly traded companies

risk practice for insurance broker
Integro Ltd. “A lot of this is
investor-driven as they see
greater potential for profitability,”
Mr. Orr said.

The number of corporate splits
has tripled in the past five years
(see chart, page 44).

For example, in September
online retailer eBay Inc. said that
it would split its auction and pay-
ments businesses into two publicly
traded companies after being pub-
licly pressured to split by activist
shareholder Carl Icahn. Likewise,

technology giants Hewlett-
Packard Co. and Symantec Corp.
each said in October that they
would split into two publicly trad-
ed companies. In August, media
company Gannett Co. announced
that it would split its print opera-
tions into a separate company
from its broadcast and digital oper-
ations.

“There is always going to be risk
in transactions in which you are
splitting large companies,” Mr. Orr

See SPLITS page 44

WORKERS COMPENSATION

Appeals court sides with worker in black lung case

BY SHEENA HARRISON

“From the standpoint of lawyers who represent

The 6th Circuit U.S. Court of Appeals ruled last week
that a doctor’s testimony in a black lung benefits case
may be disregarded when it disagrees with feder-

al guidelines for the disease.

Abigail P. van Alstyne, a partner at Quinn,
Connor, Weaver, Davies & Rouco L.L.P. in
Birmingham, Alabama, said the decision is not
surprising since the U.S. Department of Labor’s
Benefits Review Board and federal courts pre-
viously have held that physician testimony can be dis-
credited if it contradicts the Black Lung Benefits Act’s

definition of pneumoconiosis.

But the case notes that the administrative law judge
and the Benefits Review Board had “substantial evi-
dence” to determine whether the doctor’s testimony

black lung claimants, the decision will probably not
change the way we approach cases,” she said in a
statement to Business Insurance. “It has always been

our contention that a physician who summarily
excludes coal mine dust exposure as a possible
cause of or contributor to a miner’s legal pneu-
moconiosis has not offered a well-reasoned or
supportable opinion.”

In Sunny Ridge Mining Co. Inc. v. Herbert
Keathley et al., the suit says Mr. Keathley
worked more than 16 years as a coal miner in strip
mines. His health deteriorated after he retired from

the Ransom, Kentucky-based company and applied

should be discounted, said Ms. van Alstyne, who is not

involved in the case.

BUSINESS INSURANCE

for federal benefits.
The law provides indemnity payments and medical
benefits to coal miners who are totally disabled from

See BLACK LUNG page 41

LEGISLATION

Advocates see
mone chance
Of tort rgform

Growing Republican
strength in many states
could boost efforts

BY MARK A. HOFMANN

Tort reform advocates say the
results of last month’s state elec-
tions will further their cause.

While stressing that tort reform
isn’t always a partisan issue, they
noted that Republicans, who gen-
erally favor tort reform more than
their Democratic counterparts,
made significant gains at the state
level in the November balloting.

Republicans won gubernatorial
races in such Democratic bastions
as Illinois, Maryland and Mas-
sachusetts while gaining control of
the New York Senate, both houses
in Nevada, the Minnesota House
and several other legislative bod-
ies.

“I think the elections will have an
impact,” said Matt Fullenbaum,
director of legislation at the Wash-
ington-based American Tort
Reform Association. While tort
reform is “not a purely partisan
issue,” Republicans “on average”
tend to support civil justice
reforms more than Democrats, he
said.

A consumer advocate, however,
said a philosophical divide among
some Republicans could stymie
tort reformers’ efforts. “There’s a
concern, but not an overwhelming
concern, about the prospect of tort
reform passing at the state level,”
said Joanne Doroshow, executive
director of the Center for Justice
and Democracy at New York Law
School in New York.

The elections “have created a
very favorable landscape” for
reform, said Harold Kim, executive
vice president of the U.S. Chamber
Institute for Legal Reform in
Washington. “If you look at most
significant reforms during the past
five or so years, the activity has
really been in the states,” he said,
where at least 15 have enacted
some sort of legal reform in the
past several years

As aresult of the November bal-
loting, Mr. Fullenbaum said
Republicans control 30 state legis-
latures, and are a majority among
governors and state attorneys
general.

He pointed to West Virginia in
particular, where Republicans
won control of both houses.

See TORT page 41
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BY SARAH VEYSEY

Insurers say they already do not
reimburse ransom that is paid to
terrorist organizations to free kid-
napping victims and that a pro-
posed U.K. law making it a crimi-
nal offense to do so is unnecessary.

The insurance industry was
reacting late last month to British
Home Secretary Theresa May’s
proposed Counter-Terrorism and
Security Bill that would amend the
UK. Terrorism Act 2000.

Ms. May said the legislation,
which would require many organi-
zations to take more active steps
to thwart potential terrorism and
provide information to the govern-
ment, is needed “to tackle the
increasing threat from internation-
al terrorism.”

Under the measure, on which
British Parliament had taken no
action late last week, insurers that
pay insurance claims used to
finance payments to terrorist
groups would face criminal prose-
cution.

While details of kidnap and ran-
som insurance largely are kept
secret since the coverage is inval-
idated if the buyer reveals that an
individual is covered by K&R
insurance, sources say about half
of all the K&R insurance pur-
chased globally is underwritten
in the London market.

INTERNATIONAL

U.K. PROPOSES BAN ON INSURANGE GOVER
FOR RANSOM PAYMENTS T0 TERRORISTS

K&R policies already exclude terror payments, industry says

Before publication of the bill, bro-
kers and underwriters expressed
concern that any changes to exist-
ing practice may make it more dif-
ficult to underwrite K&R coverage.
They also said existing United
Nations and European Union sanc-
tions rules, among other mea-
sures, already make it illegal to
make payments to terrorist
groups. “For some time, the U.N.
has prohibited the reimbursement
or payment of ransoms to pro-
scribed terrorist organizations and
Hiscox, like the rest of the London
market, operates under these
parameters,” Bronek Masojada,
CEO of Hamilton, Bermuda-based
Hiscox Ltd., aleading underwriter
of K&R coverage in the London
market, said in a statement.

Most K&R policies already
exclude payments to terrorist
organizations, said a source from
another major K&R underwriter,
who asked not to be named.

Despite the legislation, great
changes in the way K&R insurance
business is conducted in the Unit-
ed Kingdom are unlikely, said
Marc Hewitt, vice president of spe-
cial risks at Marsh Ltd.’s financial
and professional practice in Nor-
wich, England. “Also, the legisla-
tion would not affect the recover-
ability of the fees and expenses of
a response consultant, who can
assist a client with all aspects of an
incident involving a terrorist orga-
nization,” he said. “Cover for such
fees is included in all special risks
policies, without any limit on the

coverage provided, regardless of
the time scale.”

Special risk policies also “cover
reimbursement of various addi-
tional expenses, such as fees paid
for psychiatric and/or medical
care, legal advice and the salaries
of the insureds,” he said.

“We will continue to work with-
in the law to ensure our clients
understand the environments in
which they operate, are able to
identify and reduce potential
threats to their people, and have
the capability to respond to inci-
dents appropriately,” said Doug
Milne, CEO of the special contin-
gency risks division at Willis
Group Holdings P.L.C. in London.

“It is worth noting, however, that
the vast majority of kidnappings
committed globally every year are
not perpetrated by proscribed ter-
rorist organizations,” Mr. Milne
added.

According to one source, who
asked not to be named, only about
2% of all kidnappings worldwide
are committed by terrorist groups.

The home secretary estimated
that the Islamic State group alone
collected some £28 million ($43.8
million) last year in ransom pay-
ments.

Rating Agency A.M. Best Co. Inc.
said it did not expect the proposal
to drastically affect the insurance
market if it becomes law.

K&R
GOVERAGE

M Under the U.K. Counter-

Terrorism and Security Bill,
insurers would be criminally
liable if they: made a payment
“in respect of money or other
property that has been, or is to
be, handed over in response to
a demand made wholly or
partly for the purposes of
terrorism and if the insurer or
person authorizing the
payment on the insurer’s
behalf knows, or has
reasonable cause to suspect,
that the money or other
property has been, or is to be,
handed over in response to
such a demand.”

B K&R insurance typically pays

ransom demands to free
covered individuals; the loss of
such monies in transit;
accidental death or
dismemberment of the
coverage individual; legal
costs; and expenses such as
medical care, public relations
expenses and loss of earnings.
Such insurance often includes
coverage of crisis
management consultant fees.

MERGERS & ACQUISITIONS

Grawtord acquires GAB Robins in olobal expansion move

BY BILL KENEALY

Crawford & Co.’s acquisition of London-
based claims management firm GAB Robins
Holdings U.K. Ltd. marks another step by
the Atlanta-based claims management ser-
vice provider to bolster its global specialty
lines services.

In addition to providing a boost to revenue,
Crawford’s $73.3 million acquisition of GAB
Robins and its United Kingdom-based staff
of about 600 that was announced last week
significantly expands its U.K. presence,
where Crawford already has about 1,000
employees.

“The world’s most dynamic insurance
market is the UK.,” Crawford CEO and Pres-
ident Jeffrey T. Bowman said. “So we see
this transaction as a real opportunity to ser-

6 December 8, 2014

vice our clients both in the U.K. and as
springboard for improving all of our inter-
national operations.”

Indeed, a larger London footprint is vital
to Crawford’s efforts to service claims glob-
ally, Mr. Bowman said.

Adam Klauber, Chicago-based analyst at
investment banking and asset management
firm William Blair & Co. L.L..C., said the deal
makes sense. “They are effectively taking
out alarge competitor in the (claims) adjust-
ment space, adding a lot of revenue and
probably getting some good synergies from
it,” he said.

Mr. Bowman said that in addition to
acquiring a wide array of products and tech-
nical expertise, there is little overlap
between the firms’ rosters of clients. “We
have complementary client bases,” he said,

BUSINESS INSURANCE

citing the specialty aviation business of GAB
Robins as an area that is primed for growth.

The acquisition came on the heels of Craw-
ford’s announcement earlier in November
that it has merged its Atlanta-based global
technical services claims unit, which focus-
es on complex claims, with its specialty
markets claims unit. The London-based
specialty unit was launched in July 2013 to
focus on the aviation, energy, marine, foren-
sic accounting and mining markets for
Lloyd’s of London and international adjust-
ing firms.

Mr. Bowman said Crawford expects to run
both businesses separately as they finalize
plans for integration in 2015. GAB Robins
CEO, Kieran Rigby, will be appointed head
of global markets for Crawford, the compa-
ny said. Current Crawford U.K. and Ireland

CEO Greg Gladwell and GAB Robins Chief
Operating Officer Mike Jones will jointly run
Crawford’s enlarged U.K. business.

The combined business will benefit from
Crawford’s previous investments in people
as well as technology, Mr. Bowman said.

“As an organization, we’ve spent well over
$100 million on technology just in the past
three or four years to be better able to play
in a global environment,” Mr. Bowman said.
“So we think we can bring a lot of technolo-
gy advances to the GAB organization.”

Likewise, Mr. Righy said the two firms
would mesh well.

“By joining with Crawford, we combine
our strengths to create a compelling loss
adjusting and claims management option for
clients across the globe,” Mr. Rigby said in
a statement.
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bongness close to compromise
on terrorism insurance hackstop

B A compromise measure that would extend
the federal government’s terrorism insurance
backstop program beyond its slated Dec. 31 sun-
set could be unveiled shortly. Late Friday,
sources familiar with negotiations between rep-
resentatives of the House of Representatives
and Senate said the measure would call for
extending the program for six years and rais-
ing the minimum damage required to trigger
the program to $200 million from the current
$100 million. The measure may also include a
provision that would create a National Associ-
ation of Registered Agents and Brokers to
streamline interstate producer licensing. The
backstop program, created by the Terrorism
Risk Insurance Act of 2002, was previously
extended in 2005 and 2007. The Senate approved
a bill earlier this year that would extend the
program for seven years; the House Financial
Services Committee approved its own bill that
would extend the program for five years and
gradually increase the trigger to $500 million.
Both bills would require insurers to shoulder a
greater share of losses stemming from catas-
trophic terrorist attacks.

Propenty/casualty insurance nates
increase 1% in Novemben

B Commercial property/casualty insurance
rates in November rose an average of only 1%
compared with those of the same month in 2013,
MarketScout reported. While no line of cover-
age monitored by the Dallas-based electronic
insurance exchange posted a decline, surety
remained flat compared with a year earlier.
Commercial automobile reported the largest
increase at 3%. Among industry classes, man-
ufacturing, habitational and public entity each
reported the smallest increases at 1%, while
transportation accounts experienced an aver-
age 3% increase. Small and medium-sized
accounts experienced the largest increases at
2%, while jumbo accounts reported no increase.

Large public companies’
pension funding falls in November

M The funded status of very large pension
plans sponsored by public companies slipped in
November as falling interest rates, which
increased the value of plan liabilities, more than
offset investment gains, according to a Milliman
Inc. survey. Defined benefit plans offered by
U.S. employers with the 100 largest pension pro-
grams were an average of 84.6% funded as of
Nov. 30, down 84.8% as of Oct. 31. At the end of
November, the plans had $1.485 trillion in assets
and $1.756 trillion in liabilities, resulting in a
funding deficit of $271 billion, up from $263 bil-
lion at the end of October.

More than 768,000 enroll
in federal health exchange

W Just over 765,000 individuals signed up for
health insurance plans through the federal
exchange during the first two weeks of enroll-
ment, the Department of Health and Human
Services reported. Those opting for coverage in
the 35 states in which HHS operates the
exchanges were closely divided between those
selecting an exchange plan for the first time —

The selection of plans by 765,135 individuals
through Nov. 28 contrasts sharply with last
year’s enrollment; at the end of November 2013,
just 137,204 individuals had secured coverage
through the federal exchange. CMS also report-
ed that its call center received more than 1.5
million calls from Nov. 15 through Nov. 28, with
an average wait time of 2 minutes, 7 seconds.

Gordon Stewart dies,
formenly the Il president

W Gordon C. Stewart, former president of the
Insurance Information Institute Inc., died Nov.
26 at the age of 75 in Garrison, New York, the
New York-based organization said. According
to Cold Spring, New York-based news website
Philipstown.info, which Mr. Stewart founded in
2010, Mr. Stewart had suffered from emphyse-
ma. Mr. Stewart joined III in 1989 as executive
vice president and became its president in 1991.
He served as president until retiring in 2006. “It
is impossible to sum up the impact that Gordon
had on this organization,” Robert Hartwig, the
president of III who succeeded Mr. Stewart, said
in a statement. “He was an extraordinary man
who greatly influenced not only the institute
but the insurance industry as a whole on an
international scale.” Mr. Stewart, a Chicago
native, is survived by his wife, Zanne, and
daughter, Katy.

AGORD eader Gregory Maciag
t0 netirg in 2016

B Gregory Maciag will retire as president and
CEO of ACORD Corp. on Jan. 15, 2016, the Pearl
River, New York-based nonprofit insurance
industry standards organization announced. He
will continue serving as an adviser for one addi-
tional year through Jan. 15, 2017, which will
mark his 40th anniversary with the group,
ACORD said in a statement. The ACORD board
will organize a five-member selection commit-
tee with three outside industry executives to
identify and recommend Mr. Maciag’s succes-
sor during the coming year, Mr. Leonard said
in the statement.

Lange companies pay
most international bribes

W Most international bribes are paid by large
companies, often with the knowledge of senior
management, according to a report issued by
the Paris-based Organization for Economic Co-
operation and Development. Based on an anal-
ysis of 400 cases from 41 countries that took
place between February 1999 and June 2014, the
report said bribes equaled 10.9% of the total
transaction value, on average, and 34.5% of the
profit, or the equivalent of $13.8 million per
bribe. Bribes were promised, offered or given
most frequently — 27% of the time — to employ-
ees of state-owned enterprises, followed by cus-
toms officials at 11%, health officials at 7%, and
defense officials at 6%. Heads of state and min-
isters were bribed in 5% of cases but received
11% of total bribes, according to the analysis,
the OECD said in a statement. In 57% of the
cases, bribes were paid to obtain public pro-
curement contracts. In 41% of cases, manage-
ment-level employees paid or authorized the
bribe, while the company CEO was involved in
12% of cases. Intermediaries were involved in
three out of four foreign bribery cases, the
OECD said. These intermediaries were agents,

utors and brokers in 41% of cases; while anoth-
er 35% were corporate vehicles, such as sub-
sidiary companies, companies located in off-
shore financial centers or tax havens, or com-
panies established under the beneficial owner-
ship of the public official who received the
bribes, according to the analysis.

Washington comp nates
to increase 0.8% in 2010

B Workers compensation advisory rates for
Washington state businesses will increase 0.8%
in 2015, according to the state Department of
Labor & Industries, which is the monopoly
workers comp insurer for Washington. The
department said in a statement that it had been
considering a 1.8% increase in advisory work-
ers comp rates for next year, but approved a
smaller rate hike based on positive financial
results for the state workers comp system dur-
ing the third quarter of this year. “We’re doing
our best to keep rates steady and predictable,
while making sure the workers’ compensation
system stays strong,” Labor & Industries Direc-
tor Joel Sacks said, in a statement. Labor &
Industries insures more than 160,000 employers
and 2.4 million workers in Washington state,
according to the department.

|I.S. reinsurer premiums up,
combined ratio deteriorates

B Premiums increased but the combined ratio
worsened for the 18 property/casualty rein-
surers included in the Reinsurance Association
of America’s nine-month underwriting results
survey. Net written premiums totaled $38.5 bil-
lion in the first nine months of 2014, up 86.0%
from the same period last year. The jump was
due to a large increase in premiums generated
by Berkshire Hathaway Corp.’s Omaha,
Nebraska-based National Indemnity Co., which
entered into a multibillion-dollar retroactive
reinsurance transaction with Liberty Mutual
Insurance Co. in July to cover asbestos-related
and other long-term liabilities, according to the
Washington-based RAA. The group’s combined
ratio deteriorated to 91.7% from 85.9% in the
year-ago period. The combined ratio is
attributable to a 71.4% loss ratio and an expense
ratio of 20.4%, according to RAA. The policy-
holder’s surplus of $141.1 billion was down 1.3%
from the second quarter.

Aetna taps Karen Rohan
as president

M Health insurer Aetna Inc. has promoted
Karen Rohan to president, giving CEO Mark
Bertolini a true second-in-command. Ms.
Rohan, 51, will start her role Jan. 1. She serves
as Aetna’s executive vice president of local and
regional businesses and will retain that role.
She will also oversee Aetna’s national, govern-
ment and specialty segments. She made more
than $3.4 million in 2013. Ms. Rohan has been
with Aetna since 2012, previously holding exec-
utive roles with Cigna Corp. and Magellan
Health. “I am pleased that Karen will take this
enhanced role in helping direct our operations
as we continue to grow and meet the evolving
needs of our customers,” Mr. Bertolini said in a
news release. Joseph Zubretsky, who is Aetna’s
senior executive vice president of the national
business, will now head Healthagen, Aetna’s
population health division.
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Asia-Pacific attracts
mixed M&A activity

W The Asia-Pacific region is expe-
riencing mixed merger and acqui-
sition trends in the insurance sec-
tor as buyers from “diversified
backgrounds seek deals for a vari-
ety of purposes,” according to a
report issued by Oldwick, New
Jersey-based A.M. Best Co. Inc.
“Asia-Pacific M&A Seen as More
Balanced, Driven by Value Cre-
ation” says the region has been a
“popular destination for merger
and acquisition activity, driven by
top-line growth prospects for
many still-developing markets
with low insurance penetration.”
But some insurers in the region’s
advanced markets have looked
outside the Asia-Pacific area in an
effort to achieve diversification.
Some of the biggest global deals
have involved Asian buyers enter-
ing mature Western markets, the
report says. In addition, emerging
markets such as Indonesia,
Malaysia and Thailand have
attracted both Asian and Western
buyers.

Gallaghen acquires
Australian broker

W Arthur J. Gallagher & Co. has
acquired Clayton North, Australia-
based Instrat Insurance Brokers
Pty Ltd. A spokeswoman for Gal-
lagher would not comment on the
terms of the deal, which were not
disclosed. Instrat provides retail
property/casualty insurance for
small to middle-market commer-
cial and individual clients, special-
izing in group programs for fran-
chisees, licensees, associations,
tradespeople, medical profession-
als, martial artists and sporting
clubs, Gallagher said in a state-
ment. Instrat principals Peter
Johnston and Jim Santamaria and
their associates, totaling approxi-
mately 45 employees, will contin-
ue in their current location under
Andrew Godden, head of Gal-
lagher’s Australian brokerage
operation. “The Instrat team is
well-regarded for its depth of
insurance knowledge and strong
market relationships,” said Gal-
lagher Chairman, President and
CEO J. Patrick Gallagher Jr. in the
statement. “Their strong niche
expertise and geographic presence
will be an excellent complement to
our Australian operations.”

India moves closer
to insurance reforms

M India’s main opposition
Congress party has signaled it
could support government legisla-
tion to liberalize the insurance
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PROFILE:

The property/casualty insurance
market in Pakistan grew in 2013,
and premium rates remained
relatively stable. New rules
affecting takaful insurance,
coverage that complies with
Islamic law, introduced two years
ago are expected to spur growth in
the takaful market long term.
While terrorism coverage is a key
concern in Pakistan, discussions on
the establishment of a terrorism
insurance pool have not progressed
due in part to plentiful
international reinsurance capacity.

< 2013 P/C gross premiums
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M Auto third-party liability

M Professional liability for insurance
brokers and loss adjusters
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B Shipowners liability against marine
oil pollution
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NONADMITTED

Nonadmitted insurance is not
permitted in Pakistan because the law
provides that insurance must be
purchased from locally authorized
insurers, unless insurance coverage for
the risk is not available in Pakistan or
where the government grants
exemption when there are deemed to
be exceptional reasons.

INTERMEDIARIES

Local brokers are required to be
registered with Pakistan’s insurance
regulator. Agents are not required to
be licensed, but they must be included
in the registration of their principal
company. Brokers are not permitted to
place business with nonadmitted
insurers, except when allowed under
specific exceptions.

industry, a long-delayed reform
expected to help improve investor
confidence. Prime Minister Naren-
dra Modi proposed in August to lift
the cap on foreign investment in
insurance ventures from 26% to
49%, but the opposition blocked the
move in the upper house of parlia-
ment, where he lacks a majority.
However, Congress recently
appeared to soften its stand on
insurance reform and a constitu-
tional amendment for a national
goods and services tax that the
government planned to seek in a
parliamentary session. “Both the
bills are our babies, we will see the
nitty gritty. If our concerns are
met, we have no reason to oppose
them,” Congress spokesman
Abhishek Manu Sanghvi told
reporters. A previous Congress
government had itself sought to
open up the insurance sector to
inject more funds into the world’s
10th-largest market, where fewer
than 4% of Indians have coverage.
But it failed to push through any

BUSINESS INSURANCE

reform because of a lack of support
in parliament, including from Mr.
Modi’s Bharatiya Janata Party
then in opposition.

Reuters

UK. regulatons approve
Africa-focused reinsurer

M One Re Ltd., a nonlife Africa-
focused reinsurer has been
approved by U.K. regulators to do
business in the United Kingdom.
Based in London, One Re is solely
focused on Africa, and most of the
executive management are
African and have worked in
Africa’s insurance industry for
over two decades, One Re CEO
and co-founder Andrew Lewis said
in a statement. The company is
backed by an initial investment of
$50 million from the co-founders.
“There is undoubtedly a return in
global risk appetite. Sub-Saharan
African markets have benefitted

from renewed investor interest,
which has provided an increase in
demand for insurance and reinsur-
ance in Africa,” Mr. Lewis, said in
the statement. Training and build-
ing local insurance knowledge and
skills in African markets will be a
priority for One Re, Mr. Lewis said.

AngoGlobal names
nisk management chief

B Georgia Tsiakki has been
appointed head of risk manage-
ment at ArgoGlobal, the Lloyd’s of
London arm of Hamilton, Bermu-
da-based Argo Group Internation-
al Holdings Ltd. She replaces Wise
Chigudu, who is relocating to
South Africa. Ms. Tsiakki takes up
the position with immediate effect,
reporting to Jack Buckley, chief
actuary and director of risk, Argo
said in a statement. Ms. Tsiakki
previously was risk governance
manager at London-based insurer

MARKET
DEVELOPMENTS

UPDATED NOVEMBER 2014

M In May, the conventional
insurance market agreed to
separately capitalize its
takaful operations with a
minimum of $510,100. Such a
provision was not included in
the original legislation
governing takaful insurance
issued in 2012.

M Legislation is expected that
would mandate crop coverage
under a nationwide program.
Indemnity would be based on
per-acre input cost estimates
and the estimated cost of
cultivation.

M The Securities and Exchange
Commission of Pakistan has
begun work on a review of
insurance broker regulations.
The review is expected to
focus on revised capital
requirements and introduce
reinsurance broker licensing
requirements.

M In June 2013, general sales tax
was increased to 17% from
16%.

M In June 2014, there was a
large air cargo loss when
terrorists attacked Karachi
International Airport. Insured
losses are expected to be
between $40 million and $50
million.

MARKET PRACTICE

Market sources indicate that there is
compliance with the rules governing
nonadmitted placements. However,
fronting by way of facultative
reinsurance is a relatively common
practice.

Information provided by Axco

Insurance Information Services.
www.axcoinfo.com

and reinsurer Amlin P.L.C.

UK. ternor hackstop
changes welcomed

B Airmic Ltd., the U.K. risk man-
agement association, has wel-
comed a vote by the members of
Pool Reinsurance Co. Ltd., the
United Kingdom’s government-
guaranteed terrorism backstop, to
implement changes that it believes
will make Pool Re more attractive
toinsurance buyers. At an extraor-
dinary general meeting, Pool Re
members voted unanimously in
favor of changes to the pool. The
UK. Treasury had proposed a hike
in the retrocession premium it
charges the pool, which is funded
by levies charged to insurers offer-
ing terrorism coverage, in return
for continuing its guarantee to pay
claims if they exceed Pool Re’s
funds. Pool Re said in a statement
that members had voted to agree



to that change as well as several
other modernization measures
proposed by Pool Re’s board.
Those proposals include a reflec-
tion of retentions in the rates
charged to buyers and a proposal
to allow Pool Re to seek retroces-
sion coverage from the commer-
cial markets, among other things.
London-based Airmic said in a
statement that it believes the pro-
posed changes will make Pool Re
more attractive to insurance buy-
ers. “We wholeheartedly welcome
Pool Re’s new approach,” Airmic
CEO John Hurrell said in the state-
ment. “It’s a big step forward ... It
will make the scheme an even
more valued protection against the
threat of terrorism to U.K. busi-
ness and also to many public-sec-
tor organizations.”

Talbot Underwriting
opens Sydney office

W Talbot Underwriting Ltd., a
wholly owned subsidiary of
Validus Holdings Ltd., is opening
an office in Sydney, the company
announced. The office will be

headed by Adam Matteson and
offer products available from Tal-
bot’s managed syndicate 1183 at
Lloyd’s of London, Talbot said in a
statement. Mr. Matteson joins Tal-
bot from Arch Underwriting at
Lloyd’s (Australia) Pte Ltd., where
he served as regional director.
“This new initiative will allow us
to better serve our existing and
expanding client base and shows
the importance of and commit-
ment to the region,” John Ewing-
ton, CEO of Talbot Asia Pacific,
said in the statement.

Goopen Gay launches
LatAm enengy practice

W Cooper Gay Miami, the Latin
American headquarters of Lon-
don-based reinsurance broker
Cooper Gay Swett & Crawford
Ltd., has created a Latin American
energy practice to provide faculta-
tive and treaty reinsurance for
regional businesses in the oil and
gas exploration and power-gener-
ation sectors. The Latin America
energy practice group will operate
across Cooper Gay’s nine Latin

American offices, including Miami,
Argentina, Brazil, Chile, Colombia,
Ecuador, Mexico, Peru and
Uruguay, Cooper Gay said in a
statement. Santiago, Chile-based
Luc Van Eyghen, the country man-
ager of Cooper Gay Chile, will lead
the practice, reporting directly to
the Miami-based headquarters,
according to the statement. As one
of the world’s largest consumers of
energy with requirements expect-
ed to grow considerably, Latin
America is “exploring new ways to
meet demand including importing
liquid natural gas from the United
States, tapping into shale gas
deposits and seeking sources of
renewable energy with low envi-
ronmental impact,” Cooper Gay
said in the statement.

E.U. watchdog expects
action from stress tests

B The European Union’s insur-
ance watchdog said it expects
rapid action from insurers and
supervisors to address weakness-
es in capital and business models
it had identified in a series of

stress tests. In recently released
findings, the independent body
said nearly one in four European
insurers could have trouble meet-
ing obligations to policyholders in
coming years if the era of wafer-
thin interest rates continues.
“From now until the end of next
year, we are going to see a flow of
actions — possibly capital in some
situations — but also other types
of balance sheet management,”
Gabriel Bernardino, chairman of
the European Insurance and Occu-
pational Pensions Authority, told
a news conference. Unlike the
European Central Bank’s stress
tests for the banking sector, com-
pleted in October and prompting
capital raisings by lenders, EIOPA
did not release the names of indi-
vidual companies that fell short.
Reuters

Austhnokens grows
with New Zealand deals

M Australian brokerage network
Austbrokers Holdings Ltd.
acquired Auckland, New Zealand-
based BrokerWeb Management

Ltd., along with a 50% stake in Bro-
kerWeb Risk Services Ltd., Aust-
brokers announced late last
month.

The combined entity will have
more than 120,000 clients and han-
dle gross written premiums of
about 350 million New Zealand dol-
lars ($276.0 million), Austbrokers
said in a statement. Terms of the
deal were not disclosed.

“We are very excited about our
future and furthering our planned
expansion with the support and
partnership that Austbrokers
brings,” David Archer, CEO of Bro-
kerWeb Risk Services, said in a
statement.

Mr. Archer and BrokerWeb Man-
agement CEO Jim Harris will
remain in their current roles,
according to the statement.

Huntsville, Australia-based
Austbrokers places commercial
lines and personal lines insurance
products including property, liabil-
ity, auto fleet and professional
indemnity.

BrokerWeb handles business
interruption, general liability,
directors and officers liability, and
engineering insurance, among
other things.
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LGONOMY, PLAN GHANGES
KEEP 11D ON HEALTH GARE GOTS

Numerous surveys, including one

by Aon Hewitt, have reported
that group health care plan cost
increases in 2014 have been
relatively modest, roughly half of
the 6% to 7% annual increases that
were the norm just a few years
ago. To what do you attribute the
easing of health care cost
increases?

The overall economic situation

has helped to dampen con-
sumer spending in all categories,
including health care. To the
extent consumers could put off
having certain medical procedures
done because of the cost, they
have done that.

Somewhat related, we have seen
an increase in higher-deductible
and other consumer-driven health
care plans. Those plans have
helped to empower people to make
better decisions on how to use the
health care system. Individuals
using generic drugs instead of
brand-name drugs, or urgent care
centers instead of hospital emer-
gency rooms, is often attributed to
people having more cost exposure.

And as more people are covered
in public exchanges — and before

that, mandating coverage of
employees’ children up to age 26 —
we are slowly taking the cost of
uncompensated care out of the
health care system.

On the employer side, what

actions have employers taken
that are particularly effective in
holding down health care cost
increases?

First, employers have been very
smart about who they cover. So
employers have put in place
dependent eligibility audits to
make sure they are not covering

people that they shouldn’t, like a
child who has aged out of the plan.

Second, we have seen changes in
how employers subsidize depen-
dent coverage. We have seen that
increases in things like surcharges
for working spouses, or lower
employer subsidies for depen-
dents, has led to a drop in the num-
ber of covered dependents as
those individuals have gotten cov-
erage from their own employers.

Third, there has been better
health engagement. So, for exam-
ple, an employer might link a bet-
ter benefit option than the base
plan with completion of a health
risk assessment.

Are you optimistic that health
care cost increases will remain
at relatively modest levels?

I would put myself in the cau-
tiously optimistic camp, ...
though, we are facing a couple of
headwinds. First, there has been
arise in the prevalence of expen-
sive specialty medications, such as
those for treatment of hepatitis C.
In addition, as the economy
improves, there will be a return of
more discretionary spending on

AON HEWITT

health care.

In addition, there is aggregation
going on in the health care system
— hospital systems, for example,
coming together, and hospitals
buying up physician groups, all of
which creates the potential for
short-term increases.

One of the biggest developments

in the market has been the
establishment of private health
insurance exchanges. What is the
appeal of exchanges to employers?

There is a belief that the cre-
ation of a true competitive mar-

One of the most
encouraging developments
in the employee benefits
arena is the easing of group
health care plan cost
increases. In an interview
with Business Insurance
Editor-at-Large Jerry Geisel,
Jim Winkler, Norwalk,
Connecticut-based chief
innovation officer for
benefit consultant Aon
Hewitt, discusses the
reasons for that slowdown
and the likelihood of
whether it will continue.
Edited excerpts follow.

ketplace, where insurers are com-
peting for consumers, has seen
very different behavior on the part
of insurers in how they set their
rates, and how they scrutinize
their own programs in terms of
what favorably impacts costs.

In addition, there is an aware-
ness on the part of employers that
in an environment in which they
are cost-challenged and having an
increasingly dynamic and diverse
workforce, being able to offer
employees a wider array of choice
than any one employer would
want to manage on its own is com-
pelling.

COMINGS & GOINGS

UP CLOSE: DONNA NADEAU

NEW YORK-BASED CHIEF OPERATING OFFICER
XL Group P.L.C.’s North America property/casualty division

PREVIOUS POSITION: New York-based

chief actuary for XL's North America
property/casualty division.

LOOKING FORWARD TO: Doing

something new. Be pushed outside of my
comfort zone. I have been an actuary for my

whole career.

CHALLENGES FACING INDUSTRY: How
do we reach the customer base in new ways

with the changing technology?

INDUSTRY OUTLOOK: I am more optimistic than some

OUTSIDE THE INDUSTRY, A DREAM
JOB: Something that would challenge me
more creatively. Design houses, wardrobes ...
something like that.

HOBBIES: I love being that mom on the
sidelines. My free time is all about my
children. Pick a season: I'm either a soccer
mom, a baseball mom, a basketball mom.
The other hobby is watching Boston sports.

THING MOST PEOPLE DON'T KNOW

started college.

other folks. It's a matter of knowing your customers and

knowing what’s important to them.

ABOUT ME: That I wanted to teach kindergarten when I

WHEN I RETIRE: Have fun and spend a lot of time

outside in activities.

FIRST INDUSTRY JOB: An actuary for Liberty Mutual

Insurance Co. in Boston.

WHAT SURPRISED ME: How formal it was. I am dating

CAN'T-MISS TELEVISION SHOW: New England

Boston roots.

myself here but I remember the first time I wore pants to

a meeting. It was always a skirt, a jacket and pantyhose.

Patterson.

ADVICE: Be willing to take risks and challenge yourself.

And whatever you are doing, try to have fun.
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Patriots on a Sunday afternoon. I am serious about my

FAVORITE BOOK: Anything by David Baldacci or James

FAVORITE MEAL: Any sort of comfort food.

Professional Moves & Promotions
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Aon Risk Solutions
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ings for a full list of this week’s person-

nel moves and promotions. Check our website daily for additional postings and sign up for

Peggy Ford
Melissa Dunn
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PINIONS

EDITORIAL

DEPRESSION
AN ONGOING
PROBLEM

ix years after meaningful mental health parity leg-

islation was signed into law, depression in the work-

place remains an unresolved problem for many

employers and employees. While the Mental Health

Parity and Addiction Equity Act of 2008 requires

employers to provide the same coverage for mental
health and substance abuse disorders as they do for other
medical conditions in their group health care plans, many
employees are reluctant to tap health care resources, other
than taking medication, to address mental health conditions.
That is even though many employers offer free or affordable
access to employee assistance programs to provide counsel-
ing and other services.

As we report on page 1, despite the federal parity law,
employees often are reluctant to seek help when they are
struggling with depression in part because of the stigma that
surrounds mental illness.

And the annual cost to employers of workers untreated
mental illness is estimated in the tens of billions of dollars in
lost productivity and other costs.

Addressing the problem of depression in the workplace,
however, is difficult. Privacy rules and the reluctance of
employees to admit they need help limit what an employer
can do. The first step in trying to address the problem should
be to clearly communicate that help is available. That com-
munication should extend beyond distributing information
about the availability of assistance programs, to include
training of line managers to be aware of the issue and how
to address the topic if a depressed employee confides in them.

From there, employers need to be prepared to make accom-
modations — such as modified work schedules — to help
employees deal with depression. Only by taking such steps
can employers hope to make progress addressing depression
in the workplace and curb related productivity losses.

Asis often the case with providing health care, it’s not only
the right thing to do; it makes good business sense, too.

LETTERS

TWO TERRORISM BACKSTOP BILLS,
BUT ONLY ONE REAL CHOICE

Dear Editor,

The Terrorism Risk Insurance Act program reauthorization debate
presents Congress with a blunt choice. Either it will adopt 1) a pre-
cipitous sea change in the private insurers’ share of this risk, threat-
ening program integrity and solvency, but without neutral market-
place data to support it (H.R. 4871); or 2) a measured marketplace data-
based and slight midcourse correction, prudently raising that risk
share while assuring the program’s continued viability and scope
(S. 2244).

When compared with the Senate bill, two provisions of the House

See LETTERS page 43

SCHILLERSTROM

COMMENTARY

SIRETGH ASSIGNMENT
LEADS TO NEW GHALLENGE

ance Group Inc., suggested in his keynote

speech at the Bermuda Captive Conference ear-
lier this year that women need to take “stretch assign-
ments” to move up the corporate ladder, it reminded
me of all those “extra credit” assignments I complet-
ed back in high school. Teachers promised those
assignments could help boost my grade point average
to ensure I’d make the honor roll and get into col-
lege.

Similarly, in the business world, “stretch assign-
ments” are an important part of performance
appraisals and can make a difference in determining
who qualifies for a promotion, according to Mr. Duper-
reault. They might include working in an overseas
office, leading a team or overseeing a special project,
providing exposure to a company’s revenue sources,
strategic markets or key products, he explained.

Until I read Mr. Duperreault’s speech, I hadn’t real-
ly thought about the Business Insurance Women to
‘Watch Leadership Conference as one of those “stretch
assignments.” Four years ago, I jumped at the chance
to develop content for the conference because I was
personally interested in the subject matter. But now
I am reaping the rewards of my labor. Thanks to the
success of Women to Watch, on Jan. 1, I will become
Business Insurance’s director of conference program-
ming, a newly created position.

During my 29-year tenure at this magazine, I've cov-
ered the commercial insurance industry from virtu-
ally every angle. As a reporter, I interviewed risk

W hen Brian Duperreault, CEO of Hamilton Insur-

managers, benefit man-
agers, brokers, consultants,
underwriters, attorneys —
you name it. As a bureau
chief, I hired and mentored
other reporters. And most
recently as a senior editor,
I've developed more com-
plex enterprise stories.

I often joke that the longest
and most successful rela-
tionship I've had is with my
job. Business Insurance has
been there for me through-
out many personal struggles, often serving as a sec-
ond family. I have made lifelong friends with fellow
staff members and with many of my sources, to whom
I owe a debt of gratitude for all that they have taught
me over the years. I am looking forward to deepening
those relationships as I begin my next chapter at B,
helping to grow its conference and events business.

I also welcome feedback from you, our readers, with-
out whom there would have been no stories for me
to write. I invite your suggestions for how we can
improve the events we currently offer, as well as any
ideas you may have for introducing new educational
programming, both in-person and virtual. It is my mis-
sion to help all of you — both women and men — to
achieve greater heights in your careers, just as you
have helped to send mine in this exciting new direc-
tion.

JOANNE
WOJCIK

SENIOR EDITOR

PUBLISHED AT 150 N. Michigan Ave., Chicago, IL 60601-7620, Fax: 312-280-3174, help@businessinsurance.com. Offices: 711 Third Ave., New York, NY 10017-4036; Suite 814, National Press Building, Washington, D.C. 20045-1801; 967 Bermuda Court, Sunnyvale, CA 94086-6771;
35 New Broad St., London EC2M 1NH, U.K.; 77 Franklin St., Suite 809, Boston, MA 02110-1510; 15428 W. Ellsworth Drive, Golden, CO 80401-5053. $10 a copy and $149 a year in the U.S., $169 in Canada and Mexico (includes GST). All other countries, $249 a year (includes expedited air

delivery).
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PERSPECTIVES

Better risk management

results iIn cheaper cyber cover

Applying a methodical approach to identifying cyber strengths and

vulnerabilities at all levels of a company — from administrative to

technical — will give a risk manager a strong hand when the time comes

to purchase cyber insurance, an increasingly complex endeavor, says
attorney Christopher Brubaker of Clark Hill P.L.C.

component of any successful business. Dili-

gence and attention to detail have always
been key aspects of a successful risk management
program. When it comes to cyber risk, these
attributes have the potential to save you hundreds
of millions of dollars.

Cyber risk is a complex and multifaceted threat
that goes beyond compliance, which can be chal-
lenging enough in its own right. It encompasses a
variety of internal and external threats that can
be combined either by design or bad fortune. Orga-
nized gangs of cyber criminals are actively prob-
ing and attacking computer systems, exploiting
any weakness they can find and constantly adapt-
ing to circumvent the latest technology. Your com-
pany may also be in the crosshairs of a foreign
government and all of the resources a country can
throw at defeating your cyber defenses.

Proactive risk management is the key to keep-
ing these threats in check.

What is known to date about last year’s Target
Corp. breach illustrates the importance of risk
management as it relates to cyber risk for policy-
holders and insurers alike. Several months before
the breach, Target installed a security system that
provided a virtual environment for programs and
processes to run before they were allowed on the
main system. This provides the opportunity to
identify and eliminate threats before they reach
breach status.

The system reportedly did detect the malware
that was used in the attack and issued warnings
before data began leaving the system. However,
the warnings were not acted on before the incident
escalated and became a breach.

What is unclear at this time is exactly what the
breakdown was with the risk management pro-
cess that had been put in place. Target had clear-
ly been proactive in trying to thwart the very risk
that it fell victim to and yet still managed to suc-
cumb to this attack. Target’s experience demon-
strates both the benefits and limitations of risk
management.

The Home Depot Inc. and Target data breaches
also show the potential magnitude of losses relat-
ed to a data breach. The types of loss are varied,
numerous and can quickly escalate. There are a
number of different figures being reported for the
cost of the Target breach to date. Some reports put
estimated losses at $148 million, with $38 million
of that recoverable from insurance. Other reports

N ow more than ever, risk management is a key

put the total at $235 million, with $90 million paid
by Target’s cyber insurance. Reading these
together suggests that Target has exhausted its
cyber cover and been able to recoup some costs
from other insurance, leaving it with a net loss of
at least $110 million.

Home Depot’s data breach (56 million payment
cards) is significantly larger than Target’s (40 mil-
lion payment cards). Home Depot reportedly has
$100 million in cyber coverage on top of a $7.5
million retention. If Home Depot’s cost ratio is the
same as in the Target breach, then Home Depot
could be facing a net loss over $200 million.

Cyber insurance is here, and it is growing fast.
A recent report estimated that $2 billion will be
spent on premiums for cyber insurance in 2014, up
67% from 2013. Combine that with surveys indicat-
ing that only 26% of companies have cyber insur-
ance, and those figures will only continue to rise.
In many ways, this increase in demand is occur-
ring at an opportune time with casualty and prop-
erty policyholder surplus recently hitting all-time

After implementing
the plan, itis time
to monitor, moniton,
moniton. Stay
vigilant, as threats
will change, often
quickly, oven time,
Respond to any and
all anomalies that
ang detected.

highs. However, risk management will be critical
as this coverage continues to evolve — not only
because of the lack of prolonged loss history and
the potential magnitude of losses, but also because
of the ever-changing nature of the risk.

With a large breach carrying costs that can eas-
ily exceed $200 million, how much cyber coverage
is enough for your company, and will you be able
to afford it? The amount of coverage needed will
obviously vary greatly from company to compa-
ny based on a number of factors. However, both
the rate for the coverage and the limits available,
whether for $20 million, $50 million or $200 million,
will likely depend primarily on risk management.

When it comes to underwriting for cyber insur-
ance, risk management is the name of the game.
Applications are in the nature of information tech-
nology risk management audits.

Tlustrating this is the recent announcement of a
new cyber insurance product in a partnership
between Guy Carpenter & Co. L.L.C. and Ridge
Insurance Services, led by Tom Ridge, former U.S.
secretary of Homeland Security and governor of
Pennsylvania. The product is aimed at small and
medium businesses with limits up to $50 million
and is being underwritten by a number of cyber-
focused syndicates at Lloyd’s of London. Accord-
ing to the Guy Carpenter news release, one of the
key features is an initial on-site assessment of
existing cyber security capabilities to be per-
formed by Ridge Insurance Services. The assess-
ment will include recommendations for improv-
ing security. How well those recommendations are
followed will directly affect premiums.

Need more incentive to upgrade your cyber risk
management? The results of a Ponemon Institute
L.L.C. study show the average cost of a data
breach at $201 per record. This cost can be reduced
by $10 per record by having a chief information
security officer and up to another $17 per record
by having incident response plans in place prior
to the breach, the study shows.

A final point to keep in mind is that cyber secu-
rity protocols are essentially a risk management
process. Most standards follow similar patterns.
First, identify your cyber assets and their vulner-
abilities. What data, systems and/or operations do
you have that are part of your business process?
How valuable or important are they to your busi-
ness? What risks do these assets face?

Next, identify the processes, safeguards and con-
trols that are in place or available. Remember to
look at all methods: administrative, organiza-
tional, physical and technical. Subsequently, a
cost-benefit analysis is in order to develop the plan
that is right for you.

After implementing the plan, it is time to moni-
tor, monitor, monitor. Stay vigilant, as threats will
change, often quickly, over time. Respond to any
and all anomalies that are detected. Remain flex-
ible and always look for ways to improve.

Remember that the cyber-criminals are waiting
for you to make a mistake.

S

Christopher

Brubaker is an
attorney with
national law firm
Clark Hill P.L.C. He
has more than 15
years of experience
in complex
commercial and
general litigation.
He advises clients
on insurance and
reinsurance
coverage, class
action securities
fraud, contract
matters, business
dissolution and
insurance defense.
He can be

reached at
cbrubaker@clarkhill
.com and 215-640-
8516.
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usiness Insurance’s annual Women to Watch feature recog-

nizes women who are doing outstanding work in commercial

insurance, risk and benefits management, and related fields,

including consulting and law. The program was introduced in

2006 to serve as a springboard to encourage more women to

break through the glass ceiling in an industry that has been
largely male-dominated.

Each year, 25 women are identified as Women to Watch by a panel of
Business Insurance editors based on honorees’ recent professional
achievements; their impact on their companies, clients or the commer-
cial insurance industry as a whole; their contributions to the advance-
ment of women; and their potential career trajectories.

The program is open to women leaders worldwide who are connect-
ed to the commercial insurance industry.

While it always has been difficult for the Business Insurance editors
to narrow the field of candidates down from the hundreds who are nom-
inated, this year has been especially challenging given the exceptional
caliber of the women, more and more of whom are advancing into high-
er leadership positions.

We will celebrate these women’s achievements during a Dec. 8 awards
ceremony in New York.

READ MORE DETALLS ONLINE

In addition to the profiles, a slideshow of Q&A interviews with all the 2014 Women to Watch
honorees is available online at www.BusinessInsurance.com/WomentoWatch2014.
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PROFILES
OF THE
WINNERS

Jennifer Barton P18
Willis North America Inc.

Leah Binder P20
The Leapfrog Group

Beth Bombara P20
The Hartford Financial Services
Group Inc.

Jacqueline Day P20
Control Risks Group

Holdings Ltd.

Marialuisa Gallozzi P20

Covington & Burling L.L.P.

Dorothy Gjerdrum P22
Arthur J. Gallagher & Co.

Cary Grace P27
Aon Hewitt

Tracie Grella P28
American International

Group Inc.

Donna B. Hodges P28

Alliant Insurance Services Inc.

Anita Ingram P28
University of Cincinnati

Amy Kessler P28
Prudential Retirement

Joann M. Lytle P30
McCarter & English L.L.P.

Carmen Ortiz-McGhee P32
Aon Risk Solutions

Nicola Parton P32
Swiss Re Corporate Solutions Ltd.

Kathleen Reardon P32
Hamilton Re Ltd.

Lindsay Rios P32
Matrix Healthcare Services Inc.,
dba myMatrixx

Tracy A. Ryan P34
Liberty Mutual Holding Co. Inc.

Deborah Giss Stalker P34
Ace Ltd.

Kathryn Tazic P34
Sedgwick Claims Management
Services Inc.

Iris Teo P34
Marsh (Singapore) Pte. Ltd.

Sherry Thomas P36
Guy Carpenter & Co. L.L.C.
Karen Vines P36
IMA Inc.

Donna J. Vobornik P37
Dentons U.S. L.L.P.

Kim Wilkerson P37
XL Insurance (Bermuda) Ltd.

Tracy D. Williams P37
Sidley Austin L.L.P.
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WOMEN"
WATCH

BY JOANNE WOJCIK

tive ranks is good for business,
research shows.

Companies with the highest num-
ber of female executives outper-
form those with the lowest number
by 26% in return on invested capi-
tal and by 16% on sales, according
to Catalyst Inc., a New York-based
nonprofit focused on women’s
advancement in business.

Despite those 2011 findings, just
26% of women view the commer-
cial insurance industry as embrac-
ing women as leaders, according to
a survey earlier this year of more
than 800 insurance industry mem-
bers by the Walnut Creek, Califor-
nia-based Insurance Industry
Charitable Foundation.

In fact, just over 1% of the CEOs
in the financial services and insur-
ance industries are women, com-
pared with 5.2% of Fortune 1000
companies, according to other
research Catalyst published in
October.

According to a Business Insur-
ance survey of more than 1,700
members of the insurance indus-
try, about half of companies say
they have a diversity program and
one-third of employees say their
companies are more diverse today
(see poster, page 24).

Perhaps one of the biggest obsta-
cles to women’s advancement is
middle management, according to
research presented at a Womenet-
ics’ Global Women’s Initiative con-
ference earlier this month in

G ender diversity in the execu-

SHOWING WOMEN
THE VIEW FROM THE TOP

Female executives reinforce gender diversity as role models

Chicago. Women often get “stuck”
in midlevel roles because their
managers view them as essential
and reliable and don’t want to lose
them, according to the Bain & Co.
research. But this is precisely the
time such women should be
advancing, because they have
mastered their current positions
and need to take on new chal-
lenges so they can expand their
competencies, according to the
Boston-based management consul-
tant’s survey.

Women have greater aspirations
to ascend to top management than

whether they resonated with the
ideal worker in their organization,
whether their supervisors talked
to them about their goals and aspi-
rations, and whether there were
people in their organizations who
emulate their values.”

In other words, woman’s aspira-
tions rest on whether there were
female role models in their organi-
zation’s leadership.

“Front-line managers need to be
aware of their role in cultivating
talent,” Ms. Coffman said. Unfortu-
nately, “whatever is happening in
the conference room reinforces

Just

of women view the commercial insurance industry as

embracing women as leaders, according to a survey earlier this year of more than 800
insurance industry members by the Walnut Creek, California-based Insurance Industry

Charitable Foundation.

their male counterparts in the first
two years of their careers, said
Julie Coffman, chair of Bain’s
Global Women'’s Leadership Coun-
cil, who presented the research at
the Womenetics conference. But
by midcareer, their aspirations
wane, she said.

Bain’s study, derived from a
March survey of 1,009 people in a
variety of positions and industries,
found that 43% of women aspire to
top management in their first two
years on the job vs. 34% of men.
But among experienced employ-
ees, just 16% of women are aiming
for the top vs. men’s steady 34%.

“This is not due to getting mar-
ried and having kids,” Ms. Coff-
man said. “It had to do with

Jennifer

3arton

men’s aspirations while eroding
women’s. We have to celebrate a
variety of heroes in our organiza-
tions, people who took different
pathways.”

Separate research by McKinsey
& Co. also presented at the con-
ference identified three key
attributes shared by organizations
that have made significant
progress in achieving gender
diversity: Companies with more
women on the board in 2007 had
more women in top leadership
positions in 2011; industries that
attract more women workers are
more likely to have more women
in top leadership positions; and the
CEO demonstrates a personal
interest in cultivating gender

WOMEN T0 WATGH

CHIEF OPERATING OFFICER FOR HUMAN CAPITAL PRACTICE

Willis North America Inc., Chicago
Age: 41

the scale of a challenge pre-
senting itself stop her.
Whether it’s hiking the Grand
Canyon from to rim to rim in a sin-
gle day or building a human
resources consulting practice for
Willis North America Inc. from
scratch, Ms. Barton has displayed
an innate ability to blaze a trail.
After interacting with the bro-
kerage frequently as director of

J ennifer Barton has never let

18 December 8, 2014

human resources for a Willis
client, she was recruited to join
Willis 12 years ago. She quickly
grew the consulting arm into an
integral part of Willis’ human cap-
ital practice. Ms. Barton said her
experience as an HR director paid
dividends. “In my previous job I
went through a lot of mergers and
acquisitions and managed a lot of
locations, so I faced many of the
same challenges that all organiza-

BUSINESS INSURANCE

tions go through today,” she said.
Ms. Barton ran the consulting
practice for nine years but was
then tapped to take her current
role at Willis. “Handing off the con-
sulting practice and moving into a
more operational role was a huge
decision for me,” she said. “I had to
move outside my comfort zone,
but it has been a great move.”
Jim Blaney, CEO of Willis’
human capital practice, couldn’t

diversity through speech and
actions.

Since Business Insurance intro-
duced its Women to Watch recog-
nition program in 2006, many hon-
orees have risen into top leader-
ship in this industry — such as
Inga Beale, a 2006 honoree who
last year was named the first
female CEO of Lloyd’s of London,
the world’s oldest insurance mar-
ket that historically has been male-
dominated. Some took nontradi-
tional paths to leadership, such as
Laura Greifenkamp, a 2013 hon-
oree who became the chief finan-
cial officer at broker Gallagher
Bassett Services Inc. after taking a
break to help her husband estab-
lish his own business.

Other honorees who faced simi-
lar professional and personal hur-
dles on their roads to success now
serve as role models other ambi-
tious women in the commercial
insurance industry can emulate.
This year, Business Insurance
received nearly 400 nominations
for Women to Watch, demonstrat-
ing the field of outstanding women
is growing, and that the advances
made by prior years’ honorees are
paying dividends for those who fol-
low in their footsteps.

Coincidentally, four organiza-
tions affiliated with the commer-
cial insurance industry are spot-
lighted in the McKinsey research,
which was sponsored by the U.S.
Chamber of Commerce’s Center
for Women in Business. Of 581
companies for which this data was
available, 78 were identified as

best performers in gender diversi-
ty. Among the dozen companies
that agreed to go under the micro-
scope for the report were Aetna
Inc., MetLife Inc., Travelers Cos.
Inc. and Wells Fargo & Co.

While Aetna and MetLife were
identified as “advantaged”
because of the large proportion of
female employees, Travelers and
Wells Fargo had disadvantages
that could have inhibited their
diversity efforts that they were
able to overcome, the report noted.

That is because these companies
paid attention long ago to five ele-
ments that McKinsey found can
help companies become leaders in
gender diversity: hands-on leader-
ship, including leaders who are
personally invested in diversity;
pervasive sponsorship, where cre-
ating opportunities for all talent
is a leadership norm; stepped-up
talent management that acceler-
ates women’s advancement, such
as recruiting, talent development
and succession planning; strong
accountability supported by fact,
where progress, or the lack of it, is
measured, reported and discussed
at all levels of the organization;
and diversity leadership with
clout, where a specialized function,
top team or both are responsible
for acknowledging and discussing
diversity issues.

“Companies that committed to
gender diversity more than 30
years ago are performing well on
diversity today,” the report said.
“Success begets success over
time.”

agree more. He said her ability to
think strategically while at the
same time effectively managing
operations sets her apart.
“Jennifer is a former HR director,

so she brings in the thought pro-
cess of the end user,” he said.
“She’s also ... understands what we
need to do operationally to
empower those clients.”

Ms. Barton expects her role at
Willis to become increasingly glob-
al: “I've previously worked for
Willis in London, and as I look
around I see more work abroad in
my future, as we know that global-
ly people are now faced with many
of the same types of risks.”

Mr. Blaney agreed she will be
instrumental in the charting the
way Willis operates globally, but
said her impact on the company is
already evident. “She has infor-
mally created a great example to
other women at Willis of what can
be accomplished,” he said.

By Bill Kenealy
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Leah

PRESIDENT AND CEO
The Leapfrog Group, Washington
Age: 52

health care field was, as she
recalls, “accidental.” She was
interested in working for a non-
profit organization. After seeing
an ad, she interviewed for and
landed a position with the Nation-
al League for Nursing, a nursing
accreditation organization.
That job, where she handled pol-
icy and communications issues for

Seth

Leah Binder’s entry into the

Sinder

six years, was a springboard to
other positions in the health care
field, including serving as a senior
health policy adviser for then-New
York City Mayor Rudolph Giu-
liani, working for eight years as
vice president of a rural hospital
network in Farmington, Maine,
and since 2008 as the president and
CEO of the Washington-based
Leapfrog Group, which is dedicat-

Sombara

EXECUTIVE VICE PRESIDENT AND

CHIEF FINANCIAL OFFICER

The Hartford Financial Services Group Inc., Hartford, Connecticut

Age: 47

cial officer of The Hartford
Financial Services Group Inc.,
teamwork is key.

She oversaw the runoff of Hart-
ford’s legacy annuity liabilities,
creating teams to carry out the
work, which involved very compli-

F or Beth Bombara, chief finan-

Jacqueline

cated transactions — something
about which she feels “very good.”
Ms. Bombara was named Hart-
ford’s CFO earlier this year. She
joined the company in 2004 after
working as a certified public
accountant, and many clients were
involved in insurance, she said.

Day

ed to improving hospital care.
Many years have passed since
she entered the field, but her pas-

“As my career progressed, I
gravitated toward the industry for

MANAGING DIRECTOR, CRISIS AND SECURITY CONSULTING, AMERICAS REGION
Control Risks Group Holdings Ltd., Washington

Age: 36

global perspective early in life
that has led to her current
position as managing director for
crisis and security consulting in
the Americas region for Washing-
ton-based Control Risks Group
Holdings Ltd.
“I was born abroad in Japan and

l]acqueline Day developed a

traveled a lot internationally from
a very young age. So I would say
that’s the first driver — early expo-
sure to foreign cultures and places
— that really got me interested in
international affairs and security
issues,” Ms. Day said.

Her sensibilities grew while an
undergraduate at Georgetown

University and while she got an
M.A. in law and diplomacy from
The Fletcher School at Tufts Uni-
versity. She worked at the Pen-
tagon and was across the street in
ameeting when it was attacked by
terrorists on Sept. 11, 2001. “For me
it was and still is a very powerful
motivator to remain involved in

Marialuisa Gallozzi

PARTNER

Covington & Burling L.L.P., Washington

Age: 52

arialuisa Gallozzi, a partner

at law firm Covington &

Burling L.L.P. in Washington
who works on behalf of policyhold-
ers in the firm’s insurance cover-
age practice, says she would have
been surprised if she had been told
years ago she would end up work-
ing in the insurance sector.
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Ms. Gallozzi attended New York
University School of Law after
graduating from Harvard Univer-
sity and working as a paralegal.
She said she was fortunate, after
serving in a clerkship, to get a job
at Covington. There were “differ-
ent areas that you tried out, and at
the time insurance litigation was a

BUSINESS INSURANCE

big part of our practice, as it has
been for quite some time,” she
said. “I started working in insur-
ance litigation and gravitated
more to settlement of insurance
disputes and advisory work over
time,” as well as transaction work.

“I really enjoy working with
clients and getting to know their

sion for improving quality of care
has not ebbed. “I really enjoy see-
ing the changing health care mar-
ket,” she said. For example, with
the growth of consumer-driven
health plans, individuals have
become more aware of costs and
have become better consumers of
health services, she said.

And under Ms. Binder’s direc-
tion, Leapfrog is helping con-
sumers make better informed
provider choices. In 2012, it pub-
lished a report assigning letter
grades to hospitals on their safety
records. “It is a letter grade on how
safe hospitals are for patients,” she
said. Producing such a report was
risky, she said: “Nothing like this
had ever been done.”

a variety of reasons,” she says.
“First of all, I think it’s an industry
that continues to grow and to inno-
vate. There’s always opportunity
to do things differently. We feel
tremendous pride in the service
we provide to our clients.”

At Hartford, where Ms. Bombara
was appointed president of the
company’s Talcott Resolution
runoff operation in 2012, she over-
saw expanding the Japanese vari-
able annuity hedging program,
which contributed to the compa-
ny’s announcement last year that
Talcott Resolution was capital self-
sufficient. Earlier this year, Hart-
ford sold both its Japanese and
U.K. variable annuity businesses,

the field of international security
and risk management,” she said.

business, and am satisfied when
it’s possible to resolve the problem

That passion has not gone unno-
ticed. “As a former hospital leader,
she knows full well that within the
health care industry, it is widely
known which physicians and hos-
pitals are the best and which ones
are to be avoided. Her work
through Leapfrog is about making
the same information available to
everyone,” said Cristie Upshaw
Travis, CEO of the Memphis Busi-
ness Group on Health.

Her success is due to “vision cou-
pled with persistence. She knows
she is on the right side of patient
safety,” said Robert Moroni, senior
vice president and benefits consul-
tant with The Segal Group Inc. in
Bloomfield Hills, Michigan.

By Jerry Geisel

bringing the company consider-
ably closer to the strategic objec-
tives to focus on core businesses
that it set out in 2012.

“Beth’s leadership is defined by
effective and informed decision-
making,” said Hartford CEO
Christopher Swift in an email.
“She collaborates with others to
understand options and moves
quickly to identify and execute on
solutions.”

“It comes down to people first
and foremost,” said Ms. Bombara.
“I really enjoy the people I work
with — I think we are a tremen-
dous team ... The power of many
cannot be underestimated.”

By Mark A. Hofmann

One career highlight was serving
as project director for Control
Risks at the recent World Cup in
Brazil. Another is being mother of
a 2-year-old boy born in Brazil.

Ms. Day mentors women and
men through Control Risks’ men-
toring program. “She has a dedica-
tion to perfection,” said Jim
Brooks, CEO and president for the
Americas at Control Risks. And
her “strong leadership and inter-
personal skills combined with
technical knowledge” impress Jim
Fairbaugh, head of global securi-
ty and safety, Americas region and
global data centers, for Yahoo Inc.,
Sunnyvale, California.

By Matthew Lerner

efficiently and also to work with
junior lawyers and the incredibly
talented people that I’ve been
exposed to both inside and outside
the firm,” she said.

“As a counselor and negotiator,
Marialuisa brings a lot of credibil-
ity to the table and has a unique
ability to help resolve difficult cov-
erage disputes,” said Mitchell
Dolin, a partner at Covington &
Burling in Washington.

“Her ability to be quite resolute
in representing her clients but at
the same time have a really posi-
tive, constructive bridge-building
success with adversaries” is a big
part of her success, Mr. Dolin said.

By Judy Greenwald
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In an unpredictable healthcare climate, Donna Hodges
has set a new standard for excellence.

« She has reduced clients’ healthcare costs
with innovative strategies.

+ She has established valuable new partnerships
and alliances.

+ She has developed a successful new exchange
product offering.

+ She has won new business and grown revenue.

+ She has mentored, elevated, and championed her
female colleagues.

For these outstanding achievements and so many more,
Alliant congratulates Donna on being one of 2014’s
Women to Watch.
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“Dorothy is tenacious. If she
believes in what she's doing,
she doesn't give up. It's hard

to shake hep off task.”

Marshall Davies,
Public Risk Management
Association

SENIOR MANAGING DIRECTOR, PUBLIC SECTOR

Arthur J. Gallagher & Co.
St. Paul, Minnesota
Age: 57

early background as a college
art major has helped inform
some of the ways in which she
advises public-sector and higher

Dorothy Gjerdrum says her

education clients at Arthur J. Gal-
lagher & Co.

Ms. Gjerdrum was led to the
insurance industry after graduat-
ing from St. Catherine University
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You know your business W your markets, your customers, your competitors. Above all,

you know the risks facing wiss Re Corporate Solutions, we have the ca abilities and the
financial strength to meet th r needs of businesses worldwide. But that’s onlyghalf the story.
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believe that there’s only one way to arrive at the right solution. And that’s to work together and combine your
experience with our experti‘sje.and your strengths with our skills. Long-term relationships bring long-term

benefits. We're smarter together.

We extend a special congratulations to Nicola Parton, Head of Swiss Re Corporate Solutions Claims, honored as one of the 2014
Women to Watch, and salute all of this year’s winners for their exceptional achievements.

Swiss Re Corporate Solutions offers the above products through carriers that are allowed to operate in the relevant type of insurance or reinsurance in individual jurisdictions. Availability
of products varies by jurisdiction. This communication is not intended as a solicitation to purchase (re)insurance. © Swiss Re 2014. All rights reserved.
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Dorothy Gjerdrum

in St. Paul, Minnesota, with a bach-
elor’s degree in visual arts. From
there, she went on to become an
editor with the New Mexico State
Legislature’s Legislative Insur-
ance Committee, and later became
arisk manager for the New Mexi-
co Association of Counties.

“Ireally give credit to my liberal
arts education,” she said of her
success in public-sector risk man-
agement work. “That really taught
me how to think. It taught me how
to ask questions and link things
together.”

Ms. Gjerdrum joined Gallagher
in 1999 and currently leads a 300-
person team that provides risk
management and insurance ser-
vices for public-sector and higher
education clients.

She also is a leading expert in
enterprise risk management,
advising government risk man-
agers on how to use the ISO 31000
standard to implement ERM in
their organizations.

Released by the International
Organization for Standardization
in 2009, ISO 31000 offers principles,
a framework and a process for
managing risk.

Marshall Davies, executive direc-
tor of the Public Risk Management
Association in Alexandria, Vir-
ginia, said Ms. Gjerdrum has
“done an outstanding job” in help-
ing to create an ISO training pro-
gram for his organization.

“Dorothy is tenacious,” Mr.
Davies said. “If she believes in
what she’s doing, she doesn’t give
up. It’s hard to shake her off task.”

International expert

Ms. Gjerdrum is recognized
internationally for her enterprise
risk management knowledge, and
is chairwoman of the U.S. Techni-
cal Advisory Group for ISO 31000
risk management standards.

The road to success hasn’t
always been easy for Ms. Gjer-
drum. She said she changed com-
panies twice in her career after
being passed over for promotions
that she had worked for — includ-
ing one situation that included
“pretty blatant sexism,” she said.
Based on her experiences, Ms.
Gjerdrum has worked to support
women and promote diversity in
leadership positions through her
work at Gallagher.

“It’s hard to be treated unfair-
ly,” she said. “But sometimes, I
think things happen for a reason,
and good will come of it if you keep
your head straight ... and keep
moving forward.”

By Sheena Harrison
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AT MARSH DIVERSITY MATTERS.

Thatis why we are fully committed to investing in ideas that originate from around the world
to help our clients achieve their objectives. Building a workforce as diverse and talented as
our global customers is a business imperative. That is why every colleague’s voice is heard,
understood and respected for the value they bring to the organization.

Inclusion and Diversity is at the center of our core values and business strategy, and
our efforts center around our commitment to our employees, to our clients and to the
communities in which we work.

Marsh is one of the Marsh & McLennan Companies, together with Guy Carpenter, Mercer, and Oliver Wyman. Copyright 2014 Marsh LLC. All rights reserved. USDG7800
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matter at MARSH



Cary Grace

CEO OF AON EXCHANGE SOLUTIONS AND
PRESIDENT OF CLIENT SOLUTIONS AND STRATEGY

Aon Hewitt
Lincolnshire, Illinois
Age: 46

an opportunity. Ms. Grace was

working at Bank of America
when she realized the skills she
honed while holding several lead-
ership positions at the bank would
serve her well as insurance bro-
kerages looked to establish
exchanges for employee health
and retirement benefits.

In 2012, Ms. Grace joined Aon
Hewitt, where she currently
serves as CEO of Aon Exchange
Solutions and as Aon Hewitt’s
president of client solutions and
strategy.

“Running institutional and con-
sumer businesses in banking posi-
tioned me as well as anything to
come into my current role,” she
said. “What excited me about Aon
is that when I looked at the
changes that were happening in
the industry and the changes that
some employers were going
through, Aon had all the compo-
nent parts in a scaled way in order
to guide their clients.”

Ms. Grace oversees Aon’s pri-
vate health exchange for active
employees, Aon Active Health
Exchange, as well as the compa-
ny’s retirement benefits exchange,
Aon Retiree Exchange. Both
exchanges have flourished under
her watch, with the Aon Active
Health Exchange now claiming 18
large employers and 600,000 cov-
ered U.S. employees and their fam-
ilies.

Nonetheless, she is quick to
share credit, saying the company’s
existing people, technology and
clients all played a part in the suc-
cess of the exchanges.

“Employers are trying to find the
right balance between offering
robust benefits and at the same
time getting employees more
engaged in benefit decisions,” Ms.
Grace said. “I am really interest-
ed in enabling a set of solutions in
the marketplace that lead to sus-
tainably better outcomes.”

Matt Levin, executive vice presi-
dent and head of global strategy
for Aon P.L.C,, said Ms. Grace’s
knowledge and leadership have
been instrumental to the success
of Aon’s private health exchange.

“Cary has helped us design a
consumer-oriented approach to
helping individuals choose their
health benefits that is well-
received by our clients and their
employees and retirees,” Mr.
Levin said.

For women looking to her for
advice, Ms. Grace advises a
healthy dose of optimism.

“Don’t be so hard on yourself,”

G ary Grace knows how to spot

she said. “Sometimes people —
men, too, but especially women —
will look at the bar and think, ‘It’s
too high, so why even try?’ But

chances are you will able to raise
the bar a lot higher than you
thought you would be able to.”

By Bill Kenealy

“Gany has helped us desion a
consumen-oniented approach
to helping individuals choose
thein health benefits that i
well-received by our clients
and their employees and
netinggs.”

Matt Levin, Aon P.L.C.
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an opportunity. Ms. Grace was

working at Bank of America
when she realized the skills she
honed while holding several lead-
ership positions at the bank would
serve her well as insurance bro-
kerages looked to establish
exchanges for employee health
and retirement benefits.

In 2012, Ms. Grace joined Aon
Hewitt, where she currently
serves as CEO of Aon Exchange
Solutions and as Aon Hewitt’s
president of client solutions and
strategy.

“Running institutional and con-
sumer businesses in banking posi-
tioned me as well as anything to
come into my current role,” she
said. “What excited me about Aon
is that when I looked at the
changes that were happening in
the industry and the changes that
some employers were going
through, Aon had all the compo-
nent parts in a scaled way in order
to guide their clients.”

Ms. Grace oversees Aon’s pri-
vate health exchange for active
employees, Aon Active Health
Exchange, as well as the compa-
ny’s retirement benefits exchange,
Aon Retiree Exchange. Both
exchanges have flourished under
her watch, with the Aon Active
Health Exchange now claiming 18
large employers and 600,000 cov-
ered U.S. employees and their fam-
ilies.

Nonetheless, she is quick to
share credit, saying the company’s
existing people, technology and
clients all played a part in the suc-
cess of the exchanges.

“Employers are trying to find the
right balance between offering
robust benefits and at the same
time getting employees more
engaged in benefit decisions,” Ms.
Grace said. “I am really interest-
ed in enabling a set of solutions in
the marketplace that lead to sus-
tainably better outcomes.”

Matt Levin, executive vice presi-
dent and head of global strategy
for Aon P.L.C., said Ms. Grace’s
knowledge and leadership have
been instrumental to the success
of Aon’s private health exchange.

“Cary has helped us design a
consumer-oriented approach to
helping individuals choose their
health benefits that is well-
received by our clients and their
employees and retirees,” Mr.
Levin said.

For women looking to her for
advice, Ms. Grace advises a
healthy dose of optimism.

“Don’t be so hard on yourself,”

G ary Grace knows how to spot

she said. “Sometimes people —
men, too, but especially women —
will look at the bar and think, ‘It’s
too high, so why even try?’ But

chances are you will able to raise
the bar a lot higher than you
thought you would be able to.”

By Bill Kenealy

“Gany has helped us desion a
consumen-oniented approach
to helping individuals choose
thein health benefits that i
well-received by our clients
and their employees and
netinggs.”

Matt Levin, Aon P.L.C.

We are more than just lawyers for our clients.
We are champions for their cause.

/
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Tracie Grella

GLOBAL HEAD OF PROFESSIONAL LIABILITY,

FINANCIAL LINES

American International Group Inc., New York

Age: 41

American International Group
Inc. after interning with the
company during school as a high
school senior and during college.
“I liked the environment, the
dynamic organization, and really
enjoyed the people I worked with
here,” said Ms. Grella, who has
risen to become global head of pro-

Tracie Grella was drawn to

fessional liability, financial lines
for AIG.

She began her career at the
insurer in 1995 after earning a
degree in finance from Rutgers
University and after working at
CNA Financial Corp. for a short
time before she returned to AIG in
2001 to lead the professional lia-
bility national accounts team.

Donna Hodges

She rose through the ranks,
becoming chief underwriting offi-
cer for professional liability in

EXECUTIVE VICE PRESIDENT FOR EMPLOYEE BENEFITS CONSULTING

Alliant Insurance Services Inc., Alpharetta, Georgia

ith a lifelong dedication to
healthy living that started
with her dive into childhood
sports in a household among four
brothers, Donna Hodges said
working in health care was an
appropriate career path.
“I had to survive,” she said,
laughing. “I still try to be active

and stay healthy.”

Currently on the executive lead-
ership team for Alliant Insurance
Services Inc.’s national employee
benefits consulting practice, Ms.
Hodges develops and manages
client relationships by implement-
ing national health plans and over-
seeing health initiatives.

Anita Ingram

ASSISTANT VICE PRESIDENT AND CHIEF RISK OFFICER

University of Cincinnati, Cincinnati
Age: 52

15% of educational institutions
have implemented enterprise
risk management.

In her 18 years at Southern
Methodist University in Dallas,
Ms. Ingram was instrumental in
introducing ERM to that institu-
tion and today, in her two months

Anita Ingram estimates that

as chief risk officer for the Uni-
versity of Cincinnati, she hopes to
do the same and then some.

She is unafraid of the work that
goes into formulating a risk man-
agement strategy that looks at an
institution’s risk from the bottom
up and then top-down.

“Enterprise risk management

Amy Kessler

SENIOR VICE PRESIDENT AND HEAD OF LONGEVITY REINSURANCE
Prudential Retirement, Woodbridge, New Jersey

Age: 47

interesting and fun part of her
job is teaching others, some-
thing that she has been able to do
in her role in working out pension
plan risk transfer arrangements.
“I'love to teach, and I want to be
a professor later in life,” she said.
“Since my job involves transform-

For Amy Kessler, the most

28 December 8, 2014

ing the pension risk transfer indus-
try and talking to people about
pension risk and how to manage or
transfer it, I have the opportunity
to teach all the time. I am passion-
ate about teaching this because
the retirement security of real peo-
ple depends on getting this right.”

At Prudential Retirement, Ms.

BUSINESS INSURANCE

“I have a lifelong passion for
helping other people and healthy
living,” she said. “I enjoy working
with people and helping them
solve problems. That all comes
together for what I do today.”

Ms. Hodges studied health edu-
cation and promotion at James
Madison University, and earned

has not been implemented broad-
ly in the higher education institu-

Kessler has been part of a team
that has worked out deals in which
such well-known corporations as
General Motors Co., Verizon Com-
munications Inc., Motorola Solu-
tions Inc. and, most recently, Bris-
tol-Myers Squibb Co., shifted bil-
lions of dollars in pension plan lia-
bilities to Prudential through the

2006; head of professional liability
for the U.S. and Canada in 2009;
and global head of professional lia-
bility, financial lines in 2012.

She has made cyber protection a
priority. She developed AIG’s
CyberEdge PC cyber insurance
product, launched in April 2014, as
well as others.

“Imin this great space right now
where I'm running cyber liability,
and this is a significant focus with-
in the insurance industry. There’s
great potential here, and there’s
great opportunity to grow,” she
said. Clients, she added, want “so
much information about this.”

Another priority for Ms. Grella
has been counseling other women
within the insurance industry.

“T'have helped give other women

her master’s degree in health pol-
icy and management at Emory

tions, and we implemented it at
Southern Methodist with mild suc-
cess and more work to do,” she
said. “I'm excited to do it here dif-
ferently.”

She started her new role at the
University of Cincinnati in Octo-
ber, yet for Ms. Ingram, it’s a famil-
iar place. She received her bache-
lor’s degree in business adminis-
tration from the university and her
master’s degree in business
administration from nearby
Xavier University.

She said she loves risk manage-
ment for the diverse workload —
“every day is different” — and the
understanding that she is helping
others. “It’s a great career.”

purchase of giant group annuities
from the insurer. Designing those

career guidance and shared with
them the things with which I have
struggled,” she said, letting other
women know that such challenges
can indeed be overcome.

“Tracie is an integral member of
AIG’s leadership team,” said
James Shea, president, financial
lines, for AIG, in an email. “She has
proven herself to be a dedicated
and collaborative leader who is
fully focused on the needs of cus-
tomers, especially in the area of
cyber security. Tracie has played
a pivotal role in raising the level of
cyber security risk awareness as
the result of her close partnership
with various industry, govern-
ment, financial, and mainstream
organizations.”

By Matthew Lerner

University. Prior to Alliant, she
worked as a health and welfare
consultant at Towers Perrin (now
Towers Watson & Co.) for 17
years.

“I'love partnering with organiza-
tions and learning about their
objectives and their future plans,”
she said. “I like to help put togeth-
er a pathway to meet their needs.”

And that she does well. “I think
she came to Alliant and hit the
ground running,” said Kevin Over-
bey, a Seattle-based senior execu-
tive vice president and senior
managing director for employee
benefits at Alliant. “She has irre-
pressible energy and laser focus.”

By Louise Esola

Since 2008, Ms. Ingram has held
multiple leadership roles at the
University Risk Management and
Insurance Association and was its
president from 2013 to 2014.

Jenny Whittington, executive
director of the association, said Ms.
Ingram is widely respected. “She
truly is a woman I've watched and
admired for years,” she said.
“Anita’s leadership is shown in her
ability to analyze complex situa-
tions with various stakeholders,
and by listening and asking the
right questions she reaches good
conclusions quickly. She also has
a positive outlook, which is conta-
gious.”

By Louise Esola

de-risking deals, Ms. Kessler said,
has been immensely satisfying.
“Our work increases the retire-
ment security of the pensioners
whose liabilities we cover. We are
here to pay their pension benefits
for as long as they live, no matter
how long that may be,” she said.
Ms. Kessler has a “real dedicated
focus and passion to really dig in
and do things brightly and thor-
oughly. She is fluent in so many
technical techniques and has great
communications skills,” said Phil
Waldeck, senior vice president
and head of pension and struc-
tured solutions at Prudential Re-
tirement in Hartford, Connecticut.
By Jerry Geisel
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Joann M. Lytle

PARTNER

McCarter & English L.L.P.
Philadelphia
Age: 52

hen Joann M. Lytle began her

career in law more than 30

years ago, she did so far
removed from the courthouses and
corporate boardrooms that she
occupies today as a Philadelphia-
based partner at McCarter &
English L.L.P.

“I had sort of a circuitous route to
law school,” said Ms. Lytle. “I didn’t
go to college right away after high
school, and instead I started work-
ing as a legal secretary at Swartz
Campbell & Detweiler (now Swartz
Campbell L.L.C.).”

Since obtaining her degree from
Harvard Law School in 1990, Ms.
Lytle has been recognized on sever-
al occasions as one of the country’s
premier insurance and reinsurance
coverage attorneys, with a client
base of large and midsize corporate
policyholders spanning multiple
industries and insurance disci-
plines.

“If you had told me when I was in
law school that I was going to spend
my days reading insurance policies,
I would have run screaming in the
other direction,” Ms. Lytle said. “I
started out doing general commer-
cial litigation, and a partner that I
worked with on occasion asked me
to help with an insurance coverage
matter. After that, I was hooked,
and now it’s almost exclusively all
Ido.”

In addition to her reputation as a
top-tier coverage attorney, Ms.
Lytle has established herself within
her firm as an advocate for female
attorneys, according to her clients.

“She’s been an excellent role
model for women, not only within
her firm but within the legal indus-
try as a whole,” said Debra Rodgers,
senior vice president of global risk
management at Philadelphia-based
Aramark Inc. “She’s done a terrific
job of promoting other women, par-

ticularly when she does speaking
engagements. She always tries to
highlight another woman at those
events, so that person has a chance
to get some recognition.”

Shortly after joining McCarter &
English in 2003, Ms. Lytle co-found-
ed the firm’s Women’s Business and
Professional Development Commit-
tee with the hopes of paying for-
ward the flexibility and good for-
tune that has allowed her to pursue
and grow her own career in the
legal industry.

“When I joined McCarter &
English, the firm really didn’t have
a part-time policy for lawyers,” Ms.
Lytle said. “Through the committee,
we’ve been able to do that, as well
as establish a balanced hours and
flexible schedule policy. We're try-
ing to make it easier for women to
stay with the firm and stay in pri-
vate practice.”

By Matt Dunning

“If you had told me when |
was in law school that |
Was going to spend my
days reading insurance
policies, | would have run
scneaming in the other
dirgction.”

Joann M. Lytle,
McCarter & English L.L.P.
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Hamilton Insurance Group
congratulates

Hamilton Re Chief Executive Officer

Kathleen Reardon
as a Woman to Watch

Kathleen, we are so proud of your astute leadership,

commitment to excellence and passion for mentoring.
You are a role model for all of us on the Hamilton team.

Y o

HAMILTON

INSURANCE GROUP

n y Follow news about Hamilton Insurance Group, Hamilton Re i
- and Hamilton USA on Facebook, Twitter and Linkedin www.hamiltongroup.com

Hamilton Insurance Group is the Bermuda-based holding company for Hamilton Re, a Class 4 property casualty reinsurer rated “A-“ (Excellent) with a stable
outlook by A.M. Best Company, Inc.and an A.M. Best Financial Size Category of Class XI.



WOMEN"
WATCH

Carmen Ortiz-McGhee

SENIOR VICE PRESIDENT AND RESIDENT SALES DIRECTOR

Aon Risk Solutions, Washington
Age: 40

nonprofit sector and a passion-
driven career advocating for
women and minorities when she
began working in financial ser-
vices, eventually landing a role in
insurance and risk consulting with
Aon Risk Solutions. But she never
left the spirit of helping others.
Previously a key member of Aon
Cornerstone, which sources part-

Nicola

G armen Ortiz-McGhee left the

nerships with high-performance
minority- and women-owned busi-
nesses that specialize in risk man-
agement and human resources
consulting, Ms. Ortiz-McGhee now
works as the senior vice president
and resident sales director for The
Capital office of Aon Risk Solu-
tions, where her passion for help-
ing others continues to thrive.

“I was first drawn to Aon as a

Parton

MANAGING DIRECTOR AND GLOBAL HEAD OF CLAIMS

Swiss Re Corporate Solutions Ltd., London

Age: 41

ton says interpersonal rela-
tionships have been key to her
success and are vital to the insur-
ance and reinsurance business.
Ms. Parton, who trained as a
lawyer in New Zealand and then
worked for a law firm specializing
in insurance law, says she was

N ew Zealand-born Nicola Par-

Kathleen

CEO
Hamilton Re Ltd., Hamilton, Bermuda
Age: 41

CEO of Hamilton Re Ltd., a
unit of Hamilton Insurance
Group Ltd., Kathleen Reardon said
mentoring her staff and other
women in reinsurance is one of her
favorites.
A founding member of the man-
agement team for Hamilton,

Lindsay

U f all her responsibilities as

attracted to the industry by the
variety of the work.

In 2000, she joined an underwrit-
ing business at Lloyd’s of London,
which gave her an “end to end”
understanding of the insurance
business, she said. She then joined
Swiss Re Ltd. in 2003 and became
head of claims for its Swiss Re Cor-

Bermuda-based Hamilton Re, Ms.
Reardon said she’s always been
interested “in sharing experiences
with others (and) getting them to
strive for goals they might not oth-
erwise think are possible.” About
seven years ago, she co-founded a
group for Women in Reinsurance
in Bermuda, which is referred to as

RI0S

SENIOR VICE PRESIDENT OF OPERATIONS
Matrix Healthcare Services Inc., dba myMatrixx, Tampa, Florida

Age: 37

employee to work for Matrix
Healthcare Services Inc., and
has advanced in the last 13 years
from call center representative to
become one of the top executives
for the workers compensation
pharmacy benefit manager.
As senior vice president of oper-

Lindsay Rios was the first
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ations for Matrix, which operates
under the name myMatrixx, Ms.
Rios oversees several company
departments, including pharmacy
services, e-commerce functions
and provider relations. She also
played a key role in managing the
in-house development of myMa-
trixx 360, a Web-based claims por-

BUSINESS INSURANCE

firm (in 2011) because of its gen-
uinely innovative culture — not
just in the creation of product solu-
tions, but in the way the organiza-
tion seeks to expand boundaries
meaningful to society as a whole,”
she said. “No other professional
services firm had in place a model
like Aon Cornerstone.”

Ms. Ortiz-McGhee’s most recent
role in the nonprofit sector was as

porate Solutions Ltd. unit in 2011.
Ms. Parton now leads a team of

Reardon

WiRe by its 150 members.

“It’s a great source of satisfaction
for me to be able to give back to
the industry and mentor these
young women,” Ms. Reardon said.

Tim Duffin, chief underwriting
officer of property for Hamilton
Re, said Ms. Reardon “leads from
the front,” making her a natural

tal for myMatrixx clients, includ-
ing the myMatrixx 360 Mobile app

president of The Marathon Club,
now known as the Marathon Foun-
dation, which prides itself as a

more than 200 claims professionals
across the world and has global
oversight for claims. In addition,
she supports the business as a
director, which has seen her
become involved in acquisitions.

Ms. Parton said she has “the best
job in the company, because every
claim that comes across my desk
is an opportunity to learn” about a
product or type of business.

And her role as a director of
Swiss Re Corporate Solutions
means she is involved when teams
are looking to underwrite new
business in new territories.

“It is super-interesting, and the
very joined-up approach we have
at Swiss Re means I am absolute-

mentor. “She rolls up her sleeves
and gets involved in everything

that launched in April 2013; and
spearheaded the development of
myMatrixx University, a continu-
ing education program for myMa-
trixx employees that includes top-
ics such as business etiquette, cus-
tomer service protocols and an
introduction to “what is a PBM.”

Ms. Rios’ favorite part of her job
is “teaching others, sharing knowl-
edge and seeing them grow and
advance within the organization,”
she said. “Even if they decide to go
(work) somewhere else, seeing
them continue to succeed (is) def-
initely the best part for me.”

That includes mentoring women
that comprise about 50% of her
direct team at myMatrixx, such as

highly inclusive diverse network
of deal-focused professionals.

“Having spent the bulk of my
career advocating for women and
minority-owned businesses, I envi-
sioned the impact that a program
like this could have on the growth
to this underrepresented sector,
and I was sold,” she said.

John Peterson, Chicago-based
managing director for Aon Risk
Solutions, said Ms. Ortiz-McGhee’s
persona is what makes her stand
out. “Carmen’s energy and person-
ality are contagious from the sec-
ond you meet her,” he said. “Car-
men is aleader and a role model to
many.”

By Louise Esola

ly engaged all the way through”
the insurance process, she said.

Ms. Parton says the most impor-
tant lesson she has learned is that
“business at its best is about
human connections.”

“You should enjoy the people
you meet and really connect with
them,” she said.

Showing some vulnerability can
result in reciprocal benefits and
help get problems solved, she said.
“That is what makes work life, not
life work,” she said. “If you take
the time to share something of
yourself, to be authentic, you actu-
ally become more powerful in the
process.”

By Sarah Veysey

we do, which is positive in a lead-
er,” Mr. Duffin said.

Ms. Reardon oversees all aspects
of Hamilton Re’s business plan;
manages the company’s financial,
underwriting and administrative
staff in Bermuda; and works with
underwriters to cultivate relation-
ships with clients and identify new
business opportunities.

Being named CEO of Hamilton
Re is “a reflection of what I really
believe in, which is a lot of hard
work, doing your best consistent-
ly, putting your hand up for new
opportunities. Those are really the
keys to success.”

By Stephanie Goldberg

through having one-on-one discus-
sions about myMatrixx-related
topics and overall career advance-
ment. “I try to do for them what
was done for me, not knowing any-
thing about the industry (and) not
knowing anything about how to
advance myself in the career,” Ms.
Rios said of her approach to coach-
ing or assisting other women.
“Not many people I have encoun-
tered have the ability and fortitude
to adapt so well and so often,” said
Steven MacDonald, founder, chair-
man and CEO of myMatrixx, who
hired her in 2001. “I definitely think
she has an even more amazing
future.”
By Sheena Harrison
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Sedgwick is proud to honor Kathryn Tazic, SVP, Client Services, who
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Tracy A

Ryan

EXECUTIVE VICE PRESIDENT AND CHIEF PRODUCT OFFICER

Liberty Mutual Holding Co. Inc., Boston

Age: 44

named chief product officer of

Liberty Mutual Insurance Co.’s
new commercial market middle,
national and specialty business
segments and, she says, “given a
blank slate in how to do it.”

Two years later, she assumed
her current position, which added
the small segment to the existing
ones. The commercial insurance

ln 2010, Tracy A. Ryan was

product organization now has
more than 500 employees.

Ms. Ryan credits those who work
with her for the organization’s per-
formance. She said the organiza-
tion has drawn “some amazingly
talented people. The people we
were able to hire into this organi-
zation is what has really made it a
success.”

Ms. Ryan joined Liberty Mutual

in 1994 and has been there since,
starting in the actuarial operation.
“Within the actuarial profession I
really loved the fact that I would
continue to be a student,” she said.

In her role as chief product offi-
cer, Ms. Ryan has a lead person for
each of the product lines. “It’s me
in union with my leads to assure
we have the right strategy around
growth and pricing and what mar-

Deborah Giss Stalker

EXECUTIVE VICE PRESIDENT AND DEPUTY GENERAL COUNSEL, NORTH AMERICA

Ace Ltd., Philadelphia
Age: 50

ignations, Deborah Giss Stalk-

er lists “becoming a better lis-
tener and a more empathetic lead-
er” as her top accomplishment.

In her current position as execu-
tive vice president and deputy
general counsel for Ace Ltd. in
North America, Ms. Stalker’s

Kathryn

B eyond awards and career des-

responsibilities include oversight
and management of Ace’s global
property, marine, aviation,
aerospace, construction, product
recall, public entity, medical risk
and multinational lines of business
within North America. But it’s her
role as president of the Ace
Women’s Forum, a networking ini-

Tazic

SENIOR VICE PRESIDENT OF CLIENT SERVICES

Sedgwick Claims Management Services Inc., Chicago

Age: 48

ers compensation and general

liability claims experience
affecting the U.S. retail industry,
Kathryn Tazic, senior vice presi-
dent of client services with Sedg-
wick Claims Management Ser-
vices Inc., has built a reputation as
a trend spotter.

Irs Teo

CEO
Marsh (Singapore) Pte. Ltd., Singapore
Age: 53

B y closely following the work-

Marsh (Singapore) Pte. Ltd., a

unit of Marsh L.L.C., and the
first female CEO for the company
in the Asia region.

Throughout a distinguished
insurance broking career, the vari-
ety of work and understanding
clients’ risk concerns has kept her

l ris Teo is the first female CEO of

34 December 8, 2014

“Every month, we’re always
looking at all the retailers’ data to
say, ‘Here’s what we see.” We mea-
sure hundreds of different metrics,
and if we see a trend, we commu-
nicate that out to all the retailers,
which gives them the opportunity
to not just react but to be ahead of
the trend,” she said.

invigorated and interested. “I get
to see so many diverse industries,
it is never boring,” she said.

Ms. Teo began her career in
broking as an accounts trainee in
a Singapore-based brokerage com-
pany run by her uncle, gaining
experience in claims servicing and
business development. But a

BUSINESS INSURANCE

tiative she co-founded, that she
names among the most interesting
aspects of her work.

The Ace Women’s Forum Men-
toring Program, the company-
sponsored women’s networking
and mentoring initiative, launched
seven years ago with a training
event for 65 women executives.

For example, through her
research, she has found that

desire for experience with interna-
tional insurance programs result-

kets we want to grow and the
strategy to achieve that.”
That requires thinking ahead for

The first mentoring program with-
in Ace worldwide, it is now in more

increasing ethnic diversity and the
fact that today’s workforce encom-
passes four generations are affect-
ing the types and duration of occu-
pational injury claims being filed
by retail industry employees, Ms.
Tazic said.

“I've always leaned on Kathy,”
said Dave Haffield, vice president
of risk management at Hoffman
Estates, Illinois-based Sears Hold-
ings Inc., who has relied on Ms.
Tazic’s vast retail industry knowl-
edge since 2006. “She sees trends
before people are even writing
about them.”

Also in her role as senior vice
president of client services, Ms.
Tazic is responsible for the profes-

ed in her leaving the company to
join Alexander & Alexander and
take a pay cut — a decision she
said was one of the most stressful
of her career but never regretted.
While in the short term she was
paid less in the new role, “my
career really took off from that
point,” she said — with two promo-
tions within five years. “I learned
itis OK to take a step back in order
to take a step forward,” she said.
Ms. Teo joined Marsh eight years
ago and was promoted to CEO of
the company’s Singapore opera-
tions in January 2014. She consid-
ers this appointment in an indus-
try still dominated by men, partic-
ularly in Singapore, as one of her

the next three to five years about
“where we want to spend our time
and our focus,” she said. Ms. Ryan
noted that the organization she
heads is also responsible for Liber-
ty Mutual’s agency quoting plat-
form, eCLIQ.

“Like many strong leaders,
Tracy sets challenging strategic
goals, and what helps her achieve
them is her strong relationships
and her ability to collaborate effec-
tively across all areas of our orga-
nization” said J. Paul Condrin,
president of Liberty Mutual com-
mercial insurance, in an email.
“She also exhibits a sense of ener-
gy and personal commitment to
everything she does that is inspi-
rational to her team and peers.”

By Mark A. Hofmann

than 23 offices in the United States,
Canada, and Bermuda.

Ms. Stalker refers to this as a life
mission, one that she has been on
since beginning her career as a
first-year associate with the corpo-
rate insurance group at the law
firm Lord Bissell & Brook in Chica-
go as a first-year associate.

Kevin Rampe, general counsel of
North America for Ace, calls Ms.
Stalker an “excellent role model.”
She “has not only fulfilled the
responsibilities of her job with pro-
fessionalism and enormous dedi-
cation, but she extends herself in
providing expert mentoring for
women executives at Ace.”

By Louise Esola

sional development and perfor-
mance of 30 members of Sedg-
wick’s client services team, over-
seeing Sedgwick’s retail book of
business, which represents more
than $250 million in annual rev-
enues to the third-party adminis-
trator.

In that leadership role, Ms. Tazic,
who joined Sedgwick in 1991, per-
sonifies the firm’s “can do” culture,
according to Chief Operating Offi-
cer Steve Penman. “Her passion is
unparalleled. She is very dedicat-
ed ... a true leader,” he said. “She
takes the performance of our com-
pany very personally. She truly
lives and breathes Sedgwick.”

By Joanne Wojcik

greatest career achievements. She
said Marsh promotes diversity,
and now 50% of the company’s
senior vice presidents in Singa-
pore are female.

Ms. Teo is engaged in both for-
mal and informal mentoring of
female colleagues, helping them to
advance their careers and achieve
good work/life balance.

Helen Chong, a senior vice pres-
ident and adviser for legal with
Singapore Petroleum Co. Ltd., said
Ms. Teo’s ability to understand
risks and manage clients with “a
deft female aplomb” are among
the qualities that have helped her
achieve her CEO position.

By Sarah Veysey
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Guy Carpenter & Co. L.L.C.
Minneapolis
Age: 45

ing parts of her job is developing relation-
ships with clients.

Getting to a place with a client where “they
treat you as a member of their own team”
means they value you and “that you’ve done a
great job for them,” said Ms. Thomas, Min-
neapolis-based managing director and head of
catastrophe management for the Americas at
Guy Carpenter & Co. L.L.C.

But it’s not just Ms. Thomas’ contributions to
her clients’ teams that have earned her praise
from co-workers.

“Sherry is a great sounding board to me and
for our colleagues here, but also our clients,”
said Kathleen McCann, Boston-based manag-
ing director for Guy Carpenter. “She very clear-

S herry Thomas says one of the most reward-

Sherry Thomas

MANAGING DIRECTOR AND HEAD OF CATASTROPHE MANAGEMENT

“Shenny s a gneat sounding hoard to me and
for our colleagues hene, but also our clients,
She brings purpose and meaning to
evenything she does.”

Kathleen McCann, Guy Carpenter & Co. L.L.C.

ly enjoys inspiring others to achieve their goals
and objectives, both personally and profession-
ally. She brings purpose and meaning to every-
thing she does.”

In Ms. Thomas’ current role, she provides
catastrophe modeling, catastrophe event

response, and portfolio management advice
and solutions to clients. She said her team of
more than 70 people often becomes an
“ingrained part of a clients’ analytics team,”
helping clients grow their business and find
new ways to improve profitability.

Ms. Thomas said hard work and taking “some
calculated chances” has helped her get to
where she is today. There have been times, she
said, where she’s known she could do some-
thing but wasn’t the “person that everybody
expected to step up to the plate.”

One of those chances was joining Guy Carpen-
ter in 2009 after spending 12 years at Aon Ben-
field Group Ltd.

Ms. Thomas is also involved with Guy Car-
penter’s Women’s Employee Resource Group.

Some women might think, “Maybe it’s not my
place to speak up right now,” she said. So it’s
important to encourage them “to present their
own work and take chances ... I don’t have to
be present in the room to help them make an
impact. I just have to give them the confidence
and give them a few things that I think are
going to help them with the conversations.”

The advice Ms. Thomas said she gives to her
team is, “Hard work definitely pays off — some-
times years down the road.”

By Stephanie Goldberg

Karen Vines

VICE PRESIDENT AND DIRECTOR OF
EMPLOYEE BENEFITS

IMA Inc.
Wichita, Kansas
Age: 54

health care reform, Karen

Vines, vice president and
director of employee benefits at
IMA Inc., realized that the broker’s
clients would need help deciding
whether to continue to provide
health benefits to their employees
or pay a fine and send them to the
insurance exchanges to obtain
coverage on their own.

Shortly after the passage of

EXPAND

BENEFITS

NOT YOUR BUDGET

DISCOVERY MARKETPLACE * DISCOVERY HEALTH EXCHANGE

Without any cost to your
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So she and her team developed
the Play or Pay Analyzer to not
only measure the financial impact
of such a decision, but also to eval-
uate how dropping coverage might
affect each organization’s unique
corporate culture.

“We purposely structured the
tool to not only look at what hap-
pens if you engage in pay — in
other words, exit strategy — it also
looks at the dynamics of playing,
because playing can also have
exposures,” she said. “It’s been so
interesting watching the employ-
er perspective. When you’re look-
ing at changing the dynamic of
decades of positioning benefits as
part of compensation, your popu-
lation has an expectation. That
expectation leads into that cultur-
al interaction between employer
and employee.”

After performing more than 200
analyses, only one employer has
decided to drop coverage after
realizing how not providing cover-
age might affect employees finan-
cially, as well as their company’s
ability to attract and retain talent,
Ms. Vines said.

Strategic business-maker

This tool, one of the few Patient
Protection and Affordable Care
Act analytics tools that has been
granted a copyright by the U.S.
Copyright Office, not only has
helped IMA’s current clients bet-
ter navigate the post-health care
reform waters, it also has served
as a way for IMA to gain new busi-
ness opportunities, according to
John Kirke, IMA’s Denver-based
president.

“It’s been a strategic business-
maker,” he said. “We’ve retained
business we needed, but also built
business over the last three
years,” in large part because of the
tool.

“When this legislation hit, it was
like a lightning strike,” Mr. Kirke
recalled. “Without being asked,
without being directed, Karen took
this on herself, recognizing that
while employers were getting
legal advice, they weren’t getting
advice on business strategy.”

In fact, the employee benefits
governance and compliance prac-
tice that Ms. Vines leads from
Wichita, Kansas, “isn’t staffed by
attorneys but with people who
have decades of benefits experi-
ence,” she said. Ms. Vines herself
has worked in benefits for 29
years. Though she began in sales,
she gravitated toward compliance
when she learned the many issues
her clients faced.

As word has spread about Ms.
Vines’ expertise in health care
reform compliance, she is now out
on the speaking circuit, sharing
her expertise at benefits confer-
ences, where she helps both
employers and other industry
partners, such as third-party
administrators that serve the self-
insured employer community
realign their business strategy in
response to health care reform.

By Joanne Wojcik
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Dentons US L.L.P., Chicago
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insurance lawyer who loves

what she does as well as the
“rigor and challenge” of having to
understand many sectors of busi-
ness, Donna Vobornik has seen it
all — and hopes to see more.

“By virtue of working in insur-
ance as a litigator, my career has
provided me with a glimpse into
different industries I wouldn’t oth-
erwise see: oil processing, grain
elevators, hog production, automo-
bile,” she said.

Currently, Ms. Vobornik is head
of Dentons US L.L.P.’s legacy

As a self-professed lifelong

Donna Vobornik

insurance litigation practice and
a member of the firm’s U.S. policy
and planning board. A general lit-
igator with extensive experience
in complex insurance coverage lit-
igation, she has represented insur-
ance clients in about 80 environ-
mental coverage cases in state and
federal courts.

She also litigates other types of
toxic tort coverage claims, includ-
ing asbestos, Chinese drywall and
diacetyl, a food flavoring. She rep-
resents insurers in bankruptcy
proceedings and in major subroga-
tion matters, and has extensive

Kim Wilkerson

SENIOR VICE PRESIDENT AND GENERAL COUNSEL
XL Insurance (Bermuda) Ltd., Hamilton, Bermuda

Age: 52

n insurance company’s in-
house counsel is often thought
of as a purely defensive entity,
but Kim Wilkerson views her role
as the senior vice president and
general counsel at XL Insurance
(Bermuda) Ltd., a unit of XL Group
P.L.C., in more constructive terms.
“Legal can be a kind of black hole
from the client’s perspective,
where there’s no face or name
associated the people who are
often saying ‘no,” Ms. Wilkerson
said. “I like to have conversations
with our clients directly.”
After 15 years as a commercial

Tracy

PARTNER
Sidley Austin L.L.P., Chicago
Age: 44

someone you specialize in
insurance taxation may well
be glazed-over eyes, acknowl-
edges Tracy C. Williams, a partner
with law firm Sidley Austin L.L.P.
in Chicago whose practice focus-
es on federal, international and
state taxation of insurers and
insurance-related transactions.
But that is precisely why the sub-
ject appeals to her, she says. “It is
the challenge of understanding it
and explaining it to the people who
don’t particularly love to think

The response when you tell

D,

insurance broker for Sedgwick
Global Broking Ltd. and, later,
Marsh Global Broking, Ms. Wilk-
erson said the time came in 1997
for her to pursue her childhood
dream of practicing law. “I'd
always had an interest in law, but
the combining of insurance and
law only came later in my career,”
she said. “It wasn’t until my mid-
30s that I decided that I'd better get
my law degree before I get to 65
and regret that I never did.”
Admitted as a barrister and
attorney in England and Wales in
2002 and Bermuda in 2003, Ms.

experience representing insurers
in personal lines class action cases.
While most of the specifics of her
cases remain confidential, winning
is among the most exciting aspects
of her job, she said. “It’s exhilarat-
ing ... when you are working
toward a major court argument or
a beneficial settlement and accom-
plishing that win,” she said.
Robert C. Johnson, partner and
Chicago head of litigation for Den-
tons, said Ms. Vobornik’s experi-
ence and talent for understanding
complex cases makes her a go-to
litigator with an “encyclopedic

Wilkerson spent the next several
years in private practice with the
Hamilton, Bermuda-based insur-
ance and reinsurance specialty
law firm of Attride-Stirling &
Woloniecki before joining XL
Insurance in 2007.

Patrick Tannock, president of XL
Insurance (Bermuda) Ltd., said
Ms. Wilkerson’s aptitude for insur-
ance law and her extensive bro-
kerage experience are just part of
what makes her a unique opera-
tional and strategic asset to the
company. “She’s definitely a differ-
entiator for us,” Mr. Tannock said.

Williams

about these types of questions,”
said Ms. Williams. Specializing in
it “gives you the presumption of
competence,” she said.

Another reason Ms. Williams
was drawn to this specialty, she
said, is the people with whom she
gets to work. They are “exception-
ally smart.”

“My partners are amazing advo-
cates for their clients,” she said.
They are always “pushing, trying
to innovate, trying to be creative,
and I feel like that sort of give-and-
take, that teamwork, is what

makes us so special.”

Ms. Williams’ responsibilities
include all of the transactional
work conducted by the law firm’s
insurance industry practice group.
In addition, says Ms. Williams, she
oversees the insurance tax contro-
versy practice, representing com-
panies on tax issues in disputes
with government agencies.

What is fun about her job, she
said, is “sitting down and working
with a problem until someone
says, ‘T have an idea.”” She also
enjoys mentoring young women

knowledge of the law” in certain
areas. “Donna has won many
cases over the years because of
her dogged pursuit of the facts and
her persuasive abilities once she
gets into court,” Mr. Johnson said.

Outside of her regular and vast
responsibilities, she speaks often
at insurance law seminars and is

“Kim’s background as a broker
allows her to see things from both
(client and insurer) perspectives.
She can relate to them and help us
frame our responses to the broker-
age community.”

A firm believer of “letting rela-
tionships reign,” Ms. Wilkerson
dedicates substantial time and

attorneys, “some of whom have
stayed in taxes, and some of whom
have moved into other areas, quite
successfully.”

Ms. Williams receives high
marks from client Richard J. Bur-
ness, senior vice president and
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“Donna has won many cases
over the years hecause of
her dogged pursuit of the
facts and her pensuasive
ahilities once she gets into
count.”

Robert C. Johnson,
Dentons US L.L.P.

well-known for mentoring young
attorneys. For women, specifical-
ly, she’s been supportive of others
coming up the ranks and those
seeking to balance career and fam-
ily life. “I've tried to be a mentor to
those people, both men and
women,” Ms. Vobornik said.

By Louise Esola

“She's definitely a
differentiaton for us. Kim's
hackground as a broker
allows hen to see things from
hoth (client and insurer)
penspectives.”

Patrick Tannock,
XL Insurance (Bermuda) Ltd.

energy to advancing the careers of
XL Insurance’s young profession-
als, and is particularly active in
mentoring young women.

“I think you learn so much from
helping other people and learning
about who they are and where
they are in their career,” she said.

By Matt Dunning

“My pantnens arg amazing
advocates for their clients.
They ane always “pushing,
tnying to innovate, trying to
he creative, and | feel like
that sont of give-and-take,
that teamwaork, is what
makes us so special.”

Tracy D. Williams,
Sidley Austin L.L.P.

global head of tax for Pembroke,
Bermuda-based Athene Holding
Ltd., who said she’s one of a hand-
ful of people that, if I needed to do
battle, I want on my side, not any-
body else’s.”

By Judy Greenwald
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Willis Re model targets
Japan tsunami risks

Willis Re Inc., the North American rein-
surance business of Willis Group Hold-
ings P.L..C., has released a model intend-
ed to help determine the risk of tsunami
losses in Japan.

The brokerage said the Japan Tsunami
Model combines tsunami loss informa-
tion with earthquake shaking damage
output to quantify and manage risk relat-
ed to tsunamis.

“The tragedies of the Indian Ocean
tsunami in 2004 and the tsunami that fol-
lowed the Tohoku earthquake in 2011
plainly illustrated how damaging these
catastrophes can be,” William Thomp-
son, regional director for Willis Re Japan
K.K., said in a statement. “Japan
earthquake risk has been rigorously
investigated and modeled, but the com-
plexity of modeling tsunamis has led to a
significant gap in the industry’s ability to
quantify risk for severe earthquake
events.”

The Japan Tsunami Model was devel-
oped alongside the Willis Research Net-
work, a partnership with public institu-
tions and universities aimed at integrat-
ing science into reinsurance decision-
making, Willis said.

Liberty Mutual expands
commercial cyber cover

Liberty Mutual Insurance Co. is offer-
ing cyber coverage to users of its com-
mercial package products and monoline
general liability policies for small and
midsize businesses.

The data security endorsement con-
sists of four optional coverages with sep-
arate aggregate limits of up to $1 million,
and separate varying deductibles of
$2,500 to $10,000 per coverage, Boston-
based Liberty Mutual said in a statement.

The data compromise response
expense coverage aims to protect against
losses incurred from a data breach,
including customer notification, legal
review, forensic information technology
review, and regulatory and payment
card industry fines.

The data compromise defense and lia-
bility coverage offers third-party liabili-
ty and legal defense of a lawsuit result-
ing from a data breach of personal infor-
mation.

The attack and extortion coverage
addresses expenses related to repairing,
creating and restoring data and systems
after a breach, and the cost to hire a
negotiator when responding to an extor-
tion threat.

Finally, the network security liability
coverage aims to defend against losses
from a breach of confidential third-party
business data, as well as the unintention-
al forwarding of malware, according to
the statement.

Skuld offers London

full marine coverages
Protection and indemnity club Assur-
anceforeningen Skuld has extended its

full roster of marine insurance products
to the firm’s London office.
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Program ties
401(k) credits
to financial savvy

Buck Consultants at Xerox
Corp. has launched SavIn-
cent, a so-called financial wellness
program designed to improve
employees’ financial knowledge
and promote retirement readiness.
SavIncent creates incentives for
financial education and improve-
ment by rewarding workers’
retirement savings plans with
employer contributions, New
York-based Buck said in a state-
ment.

“SavIncent reflects our philoso-
phy that when employees better
understand how to reach their
health, wealth and career goals,
employers achieve better results,”
Buck principal and engagement
consultant Lori Block said in the
statement. “With SavIncent, not
only can employees earn 401(k)
contributions, the activities they
complete will help them become
more financially savvy and sound,
which in turn may enable them to
increase their long-term savings in
the future.”

SavIncent works by encouraging
employees to partake in various
activities, including completing a
financial health or risk profile,
enrolling in a 401(k) plan or sign-
ing up for auto-escalation, meeting
with a financial adviser and estab-
lishing a will, according to the
statement. In exchange for a com-
pleted activity, employers con-
tribute to workers’ 401(k) accounts
via direct deposit.

Skuld’s P&I products, previously
offered in all of Oslo, Norway-based
Skuld’s 10 global offices except London,
include owners mutual P&I and freight
defense and demurrage, which provides
legal expense cover, as well as charter-
ers P&l and FDD, said Keith Parker, head
of Skuld’s U.K. operations. Both products
offer limits of up to $1 billion, Mr. Parker
said.

“We're trying to get to the point where
all of our offices can offer all products,
and so that way we can get distribution
of each of those products closer to the
buyer,” Mr. Parker said.

Matthew Burton, vice president of off-
shore operations, will lead Skuld’s local
P&I activity in London while continuing
in his current role, Skuld said in a state-
ment. Previously, Skuld’s London P&I
capabilities extended to only yacht P&I

BUSINESS INSURANCE

and fixed P&I, Mr. Parker said in an
interview.

Bowring Marsh launches
terrorism insurance facility

Bowring Marsh, the specialist interna-
tional placement arm of Marsh L.L.C.,
has launched a U.K. terrorism insurance
facility.

The coverage will be jointly led by
Catlin Group Ltd.’s Lloyd’s of London
syndicate 2003 and Talbot Underwriting
Ltd. syndicate 1183.

Mark Weil, CEO of Marsh for the Unit-
ed Kingdom and Ireland, said the facility
will offer limits of £150 million ($234.9 mil-
lion) per policyholder, policy periods of
up to 18 months, and coverage exten-
sions for strikes, civil commotion and
riots, and business interruption, among
other things. The facility could be both
complementary to and an alternative to
Pool Reinsurance Co. Ltd., the U.K. gov-
ernment-guaranteed terrorism reinsur-
ance backstop, he said.

Consumer class actions
see settlement insurance

Marsh L.L.C. has launched a consumer
class action settlement insurance prod-
uct that transfers the settling company’s
ultimate payout in a class action lawsuit
to the insurer.

The consumer class action settlement
insurance offers up to $100 million in cov-
erage, Marsh said in a statement. A
spokesman for the company declined to
disclose the A-rated insurer.

With the coverage, a company pays a
fixed premium once a class action settle-
ment is reached, and that settlement is
transferred to the insurer, according to
the statement. It may be purchased when
the lawsuit is filed or when a settlement
is reached, Marsh said.

“Most companies that have purchased
(the coverage) pay for it contemporane-
ously with settling the agreement,” said
Matt Schott, senior vice president of
financial and professional liability for
Marsh. “In this way, they have certain-
ty” as to the cost of the settlement.

The consumer class action settlement
insurance applies only to settlement
costs and does not cover legal expenses,
nonmonetary damages or class
representative fees, Marsh said on its
website.

Technical Risk, RLI partner
on builders coverage

Technical Risk Underwriters, a special-
ty property and construction risk under-
writing unit of RSG Underwriting Man-
agers L.L.C., said it is joining with RLI
Insurance Co. to expand its builders risk
underwriting capabilities.

The partnership combines Austin,
Texas-based Technical Risk Underwrit-
ers’ builders risk underwriting facilities
with Peoria, Illinois-based RLI’s catastro-
phe underwriting, Technical Risk Under-
writers said in a statement. RLI nonad-
mitted surplus lines insurer Mt. Hawley
Insurance Co. will write the coverage.

DEALS & MOVES

Hub International acquires
Galifornia broker Bronson

Hub International Ltd. has acquired Sacramento,
California-based property/casualty, personal and
employee benefits broker John O. Bronson Co.

A spokeswoman for Chicago-based Hub declined to
disclose the terms of the deal.

Bronson will become part of the California opera-
tions of Hub International Insurance Services, known
as Hub California, Hub said in a statement. Bronson
will retain its name and continue to operate out of its
California offices, including Sacramento, Monterey
and Rancho Cucamonga, the spokeswoman said.

Insurance law firms Locke Lord,
Edwards Wildman Palmer to menrge

Insurance defense firms Locke Lord L.L.P. and
Edwards Wildman Palmer L.L.P. have announced
they plan to merge effective Jan. 10.

The combined firm will be named Locke Lord
Edwards L.L.P. Terms were not disclosed.

The deal will result in the creation of a 1,000-lawyer
law firm with 23 offices and will result in a significant
increase in the depth of its insurance and reinsurance
teams, among other industry sectors, the firms said
in statement.

Lord Locke was established in 1891, while Edward
Wildman traces its roots back to 1880, according to the
statement.

Sedowick buys software developer
offering compliance services

Sedgwick Claims Management Services Inc. has
acquired Chattanooga, Tennessee-based software
developer Absentys L.L.C.

A spokeswoman for Memphis, Tennessee-based
Sedgwick declined to disclose the terms of the deal.

Absentys builds software applications that aim to
help employers self-administer or co-source leaves of
absence and accommodation requests while ensuring
compliance with federal and state leave and accom-
modation regulations, while Absentys provides ser-
vices for more than 500 nationwide organizations and
3 million workers, Sedgwick said in a statement.

Schinneren acquiring MGU
fon auto dealers, repair shops

Managing general underwriter Victor O. Schinner-
er & Co. Inc. is set to acquire Overland Park, Kansas-
based MGU SeaFire Insurance Services L.L.C. from
Preferred Concepts Holdings L.L.C.

The deal is expected to close by the end of the year
and is subject to customary closing conditions, Chevy
Chase, Maryland-based Schinnerer said in a
statement.

A spokeswoman for Schinnerer declined to com-
ment on the terms of the deal.

SeaFire underwrites property/casualty insurance
for auto dealerships and repair shops, including
garage liability, property, pollution, auto physical
damage and umbrella liability, Schinnerer said in
the statement. The acquisition expands Schinnerer’s
property/casualty portfolio, which includes products
for oil and gas contractors, loggers and public entities,
according to the statement.



BI |EVENTS

Get moréthan a booth.
Get the spotlight too.

TOWERS WATSON [

Our sponsorship packages will make you the center
of attention with exclusive roundtable moderating

DCIA opportunities. Plus, an executive from your company
could be interviewed in a pre-conference supplement

Z] distributed to nearly 46,000 Business Insurance
<URICH subscribers. For these opportunities, premium booth

space and more, contact a sales representative today.

Contact:
Mary Pemberton

C A p T I V E,_I - mpemberton@
e ; Businessinsurance.com
FORUMuwun v 303.898.4043

WorldCaptiveForum.com

FEBRUARY 1-4, 2015 | BOCA RATON RESORT & CLUB | BOCA RATON, FLORIDA




Get
face-to-face
Ol With the

BUSINESS INSURANCE

TOWERS WATSIOMN % La_*

hard to reach.

Gain direct networking opportunities with

DCIA

7 influential risk and benefits managers and leading

AARE Y captive service providers at the World Captive

Forum. This exclusive event attracts numerous
regulators from multiple major domiciles.
Space is limited. Register today.

Contact:

Julie Ford

jfordia
Businessinsurance.com
312.649.5441
FEBRUARY 1-4, 2015 | BOCA RATON, FLORIDA WorldCaptiveForum.com




HO

Continued from page 3

as a result of three data breaches.
Unlike Wyndham, there were no
reported data breaches involving
Verizon.

In the Verizon case, the FTC’s
emphasis on data security being
an ongoing process shows that
“you can’t simply put something in
place and call it a day,” said
Michael P. Hindelang, a partner at
law firm Honigman Miller
Schwartz & Cohn L.L.P. in Detroit.

“The message here is that com-
panies don’t exist in a vacuum
as it relates to privacy and data

security, and they need to be pay-
ing attention to what’s going on
in the environment,” said S. Gre-
gory Boyd, a partner at Frankfurt
Kurnit Klein & Selz P.C. in New
York.

If there is an investigation, “hav-
ing a good, overall security prac-
tice is going to help even if there
are some issues with the specific
network security practice,” said
Michael Born, Kansas City, Mis-
souri-based vice president and
account executive of the global
technology and privacy practice at
Lockton Cos. L.L.C.

“Being proactive is not a
panacea, but it goes a long way
towards demonstrating a compa-
ny’s recognition of, and willing-

FEDERAL MEDIATOR NAMED
FOR WYNDHAM BREACH CASE

ing the Federal Trade Com-

mission and Wyndham
Worldwide Corp., a federal
mediator has been named in
the cyber breach lawsuit.

The case, which experts
have said exemplifies the
FTC’s aggressive approach in
dealing with data breaches,
began with the FTC accusing
the Parsippany, N.J.-based
hotel chain of failing “to pro-
vide reasonable and appropri-
ate security for the personal
information collected and
maintained” by its hotels.

The breaches that occurred
between April 2008 and Jan-
uary 2010 allegedly permitted
intruders to gain unautho-
rized access to Wyndham’s
computer network three
times.

Following a Newark, New
Jersey, federal judge’s refusal

l n ongoing litigation involv-

in April to dismiss the FTC
suit, Wyndham appealed to
the 3rd U.S. Circuit Court of
Appeals in Philadelphia.
Court records show a feder-
al judge named a mediator in
the case on Nov. 18.
Separately, Wyndham won
a victory in October, when a
Trenton, New Jersey, federal
judge dismissed a derivative
lawsuit, Dennis Palkon v.
Stephen P. Holmes et al. and
Wyndham Worldwide Corp.,
brought by a stockholder
against Wyndham’s directors
and officers, including Mr.
Holmes, its chairman and
CEOQ, as well as the company.
In his ruling, U.S. District
Judge Stanley R. Chesler
cited efforts Wyndham’s
board had made to address
the data breaches for dismiss-
ing in dismissing the suit.
Judy Greenwald

ness to face, a growing problem,”
said Richard J. Bortnick, senior
counsel at law firm Traub Lieber-
man Straus & Shrewsberry L.L.P.
in Red Bank, New Jersey.

A breach avoidance program
should include top management as
well as representatives of the risk
management, legal and human
resources departments, he said.

“You need to have a story to tell
the regulatory agency,” saying
that “despite your best and reason-
able efforts, a problem occurred,
and ... look at all the efforts that
we made to mitigate or prevent
further damage,” said Randall
Krause, CEO of Fresno, California-
based consultant ePlace Solutions
Inc.

“The FTC was in some ways
pushing the limits by saying Veri-
zon had engaged in an unfair trade
practice” by simply not having
state-of-the-art security, said
Robert E. Cattanach, a partner at
Dorsey & Whitney L.L.P. in Min-
neapolis.

“There’s always a tension if you
sense the FTC is out there a bit. Do
you call them out on it” or cooper-
ate? Verizon “obviously chose the
latter path,” which paid off, he
said.

“The things Verizon did to avoid
this issue and avoid a consent
decree was probably far less cost-
ly than having to comply with
some of the consent decrees I've
seen, which were relatively egre-
gious,” Mr. Born said.

Should regulators launch an
investigation despite a company’s
best efforts, “bow and scrape,”
quipped Paul Rosenzweig, founder
of Washington-based Red Branch
Consulting P.L.L.C. and a former
deputy assistant secretary for
planning at the Department of
Homeland Security.

“You need to take very seriously
what the government says to do,
and fight with them only on very,
very rare occasions,” he said.

BLAGK LUNG

Continued from page 4

pneumoconiosis caused by their
employment. Mr. Keathley argued
that he met the law’s “15-year pre-
sumption” of working more than
that number of years in under-
ground mines and said he was
totally disabled because of his res-
piratory disease.

Sunny Ridge, however, rebutted
Mr. Keathley’s assertion with tes-
timony of a doctor. While the doc-
tor testified that “coal dust may
have contributed” to the man’s
impairment, the doctor also said it
was “more likely” caused by
“obstructive airways disease from
cigarette smoking and some pre-
disposition to asthma or bron-
chospasm,” according to court
records.

The doctor also testified that
“bronchitis associated with coal
dust exposure usually ceases with

cessation of exposure.”

An administrative law judge
approved black lung benefits for
Mr. Keathley in January 2013,
which the federal Black Lung Ben-
efits Review Board affirmed in
November 2013

In its appeal to the 6th U.S. Cir-
cuit Court of Appeals, Sunny Ridge
argued that the judge and board
incorrectly discredited the doctor’s
testimony since his opinion was
“inconsistent with the regulatory
definition of pneumoconiosis” as a
“latent and progressive disease
that may first become detectable
only after the cessation of coal
mine dust exposure.”

But in its unanimous ruling last
week, a three-judge panel of the
6th Circuit upheld Mr. Keathley’s
benefit award and said the admin-
istrative law judge correctly dis-
counted the doctor’s testimony for
contradicting federal regulations
on whether pneumoconiosis can
be presumed to be caused by a
miner’s work.

ALARYS

Continued from page 3

ties for the upcoming sporting
games to the International
Olympic Committee for budgetary
reasons.

“There is always a fear of talking
about the Olympic Games in Rio
de Janeiro ... especially in relation
to risk management and insurance
coverage,” said Mr. D’Alessan-
dro, who also helped plan the
agenda for last month’s ALARYS
event. Because of a confidentiality
agreement with the IOC, risk man-
agement issues related to the 2016
Olympics were not discussed dur-
ing the event, he said.

In his remarks during the confer-
ence, Mr. D’Alessandro said most
Brazilian firms don’t yet under-
stand the concept of enterprise
risk management and therefore
have no such program in place.

Risk managers who work for
large logistics and health insur-
ance companies, respectively, in

Europe and the U.S. said that
developing an enterprise risk man-
agement program throughout an
entire corporation takes many
years, with collaborative efforts of
many employees.

Despite sophisticated risk man-
agement practices, European and
U.S. businesses sometimes strug-
gle to understand the magnitude of
their expanding risks, they said.

“We, as large companies, have a
duty to educate the smaller com-
panies, which often are our suppli-
ers,” said Carl Leeman, chief risk
officer at Katoen Natie Interna-
tional S.A. and a director on the
board of the Federation of Euro-
pean Risk Management Associa-
tions. “In fact, we need to go one
step further and give them risk
solutions.”

Katoen Natie is an Antwerp, Bel-
gium-based logistics services com-
pany with operations in 28 coun-
tries and 11,000 employees. Each
entity is responsible for its own
risk management plan.

Uncovering the hard-to-identify
risks often requires a risk manag-

er to take colleagues out of the
office to talk in a relaxed social set-
ting, Mr. Leeman said. This has
become part of the risk assess-
ment protocols at Katoen Natie.
“You have to go out with people
to find out about certain risks,” he
said. “After three or four beers,
you get much more information.”
Carolyn Snow, director of risk
management at Louisville, Ken-
tucky-based health insurer
Humana Inc. and the 2014 presi-
dent of the Risk and Insurance
Management Society Inc., said the
path to an efficient enterprise risk
management program at Humana
has been a 15-year journey — and
continues. Across the corporation
with 52,000 employees, there are
plenty of risks. As a government
contractor providing Medicaid and
Medicare health care plans, com-
pliance is the No. 1 risk for the pub-
licly owned company with $50 bil-
lion in revenue projected in 2014.
“As a government contractor, if
we violate compliance rules, they
can shut us down,” Ms. Snow said.
“If the government would shut us

down, 60% to 70% of our annual
revenue would be gone.”

Brazil comprises about half of
the property/casualty insurance
market in Latin America, but
many firms still don’t insure all of
their key risks.

“CEOs will say, ‘We don’t do

"You have to 0o out with people
to find out about centain nigks.
Aften three on four beers, you
pet much mone information.”

Carl Leeman,
Katoen Natie International S.A.

insurance,” Mr. D’Alessandro
said.

Since 2010, Brazil’s economy has
sputtered, and it’s only expected to
grow by 1.5% in 2015. Corporate
capital investments and consumer
spending are way down, the
nation’s currency has softened
compared with the U.S. dollar, and
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inflation stands at 4.5%.

Daniel Nobre, Brazil country
manager at Madrid-based credit
insurance firm Credito y Caucion,
said the steady economic growth
that the world’s fifth-largest nation
— and the biggest in Latin Ameri-
ca— enjoyed from 2002 to 2010 has
withered away.

“Today, everything has changed.
All of the favorable economic con-
ditions in Brazil don’t exist any-
more,” Mr. Nobre said.

Despite the anemic economy,
Brazil’s $11 billion property/casu-
alty insurance market has been
growing. Helio Novaes, CEO of
insurance brokerage MDS Brazil
in Sao Paulo, an arm of Porto, Por-
tugal-based MDS, said the insur-
ance market is projected to grow
another 9% in 2014. With an insur-
ance penetration of only 1.8%, the
property/casualty market in Brazil
has plenty of upside.

“Risk managers should view
their companies as a whole and fig-
ure out the best ways to mitigate
and transfer their risks” via insur-
ance, Mr. Novaes said.

December 8, 2014 41



MERGER

Continued from page 1

did say it expects to achieve $30
million in “run-rate annual cost
savings” and “meaningful capital
efficiencies” in the combined
entity.

“There’s more of a strategic
aspect in this case,” said analyst
Brett Shirreffs, New York-based
vice president at Keefe Bruyette &
Woods Inc. “RenaissanceRe has
discussed interest in growing their
casualty reinsurance book” of
business.

“What Platinum does for Renais-
sanceRe is accelerate the special-
ties strategy that RenRe already
had in place,” said Jason Porter,
director and credit analyst at Stan-
dard & Poor’s Corp. in New York.
“This transaction ... brings that
strategy ahead much faster than
they could do it organically.”

“I think (Platinum has) done a
good job in the casualty space,”
said Brian Schneider, Chicago-
based senior director of insurance
at Fitch Ratings Inc.

“This transaction will certainly
increase the likelihood that you
could see additional mergers and
acquisitions,” Mr. Schneider said.
Acquisition targets are more like-
ly to be smaller reinsurers with
less than $3 billion in capital
because they are more easily inte-
grated, he said.

“These two companies are a
good fit and I do think this could be
the start of something bigger”
in the next six to 18 months,
said John L. Ward, CEO of Cincin-
natus Partners L.L.C. in Loveland,
Ohio.

“We’ve had a view for the last
three years that we expect to see
more consolidation not just in the
Bermuda market but in all the
entire reinsurance market,” said
Bryon Ehrhart, CEO of Aon Ben-
field Americas in Chicago. “The
dynamics of the reinsurance mar-
ket that would call on manage-
ment and boards to consolidate are
present and have been for some

2014 HURRICANE SEASON
ENDS WITH LITTLE HARM DONE

ended Nov. 30 in line with

forecasts for a quiet sea-
son, according to the Nation-
al Oceanic and Atmospheric
Administration.

This year’s hurricane sea-
son had eight named storms,
six of which were hurricanes
and two of which were major
hurricanes, according to
NOAA. One made U.S. land-
fall on the East Coast.

That compares with long-
term seasonal averages of six
hurricanes and two to three
major hurricanes, said Gerry
Bell, lead hurricane forecast-
er at NOAA’s Climate Predic-
tion Center in College Park,
Maryland.

“A relatively quiet season is
exactly what we saw,” Mr.
Bell said.

The U.S hurricane season
is closely watched by the
insurance and reinsurance
sectors.

Roughly 50% of global
insured catastrophe risk is in

T he 2014 hurricane season

time.”

Mr. Shirreffs was more cautious.

“I think going forward there will
continue to be strategically driven
deals, but it’s not clear yet if that
will become more prevalent in the
near term,” Mr. Shirreffs said.
“There aren’t really any distressed
sellers out there right now and
that will be one thing that prevents
awave.”

The deal, which the companies
said is expected to close in the first
half of 2015, is subject to regulato-
ry and Platinum shareholder
approvals, the reinsurers said.

Observers agreed that while a
rival bidder emerging is possible,
it is less likely given the friendly
nature of the deal and the gener-
ous premium being offered: The
$1.9 billion purchase is equivalent

the United States, said Karen
Clark, president and CEO of
Boston-based catastrophe
modeling firm Karen Clark &
Co. The East Coast alone
accounts for about 25% of total
global insured catastrophe
loss potential, she said.

While the U.S saw a quiet
storm season, the story was
quite different elsewhere.

In the eastern Pacific storm
basin, there were 22 named
storms and six Category 4
storms, or those with sus-
tained winds of 130-156 mph
on the Saffir-Simpson scale,
said Tom Larsen, the chief
product architect at CoreLog-
ic-Egecat in Oakland, Califor-
nia.

The region also saw its high-
est accumulated cyclonic
energy, a measure of storm
intensity, since 1971, Mr.
Larsen said.

Insured losses for the year
were still being calculated,
officials said.

By Matthew Lerner

to $76 per Platinum share, a 24%
premium over the stock’s Nov. 21
closing price.

A rival bidder is “always possi-
ble” said Fitch’s Mr. Schneider.
However, “it seems like the fit with
RenRe and Platinum is probably
better than it would be with other
buyers and “seems large enough
to discourage other investors from
coming onboard.”

“The offer valuation is slightly
above peer multiples, but I think
the offer price does leave room
for a rival bidder to emerge with-
out being considered an excessive
price,” said Mr. Shirreffs.

“The fact that this is a friendly
transaction reduces the odds or
likelihood of another bidder
emerging, but it doesn’t eliminate
the possibility,” said Mr. Ward.

GOMPOUNDS

Continued from page 3

injections and oral liquids, anes-
thetics, anticonvulsants, analgesic
painkillers and muscle relaxants.

Pharmacy dispensers of com-
pounded drugs typically bill insur-
ers and employers for each ingre-
dient in a prescription.

Plaintiffs in the Express Scripts
lawsuit include Grasso Enterpris-
es L.L.C., a Boerne, Texas-based
compounding pharmacy that oper-
ates under the name Annie’s
Apothecary; Houston-based com-
pounder NERxD L.L.C., which does
business as Cypress Compounding
Pharmacy; and West Monroe,
Louisiana-based Wiley’s Pharma-
cy & Compounding Services Inc.,
which does business as Mason’s

Pharmacy.
The complaint alleges that
Express Scripts “recently

embarked upon a scheme to deny
all claims under health plans seek-
ing payment for ‘compound’ phar-
maceutical medications” and that
an internal Express Scripts docu-
ment in June showed it plans “to
cut spending on compound phar-
maceuticals by 95%.”

“The scheme is forcing patients
to go without treatment, jeopardiz-
ing their health and causing bodi-
ly harm, or forcing them to pay
out-of-pocket sums that they may
or may not be able to afford for
basic health care needs that have
been prescribed by their doctors,”
according to the complaint, which
cites conditions for which com-
pounded medications are used.

Express Scripts declined com-
ment on the pending litigation.

The PBM, which handles work-
ers comp and group health claims,
said previously that the use of
compounded medications and
their costs have been on the rise.
According to an April Express
Scripts report, compounded medi-
cation use among workers comp
clients increased 71.9% in 2013 over
2012, and the average cost per pre-
scription rose 29.8% to $1,299.

Plaintiff attorney Richard J.
Quadrino, the founder and CEO of
Quadrino Law Group P.C. in
Melville, New York, said Express
Scripts’ efforts to cut back pay-
ments for compounded drugs have
had “negative impacts upon
patients and the pharmacies.” He
said his clients have seen efforts
by other PBMs to limit compound-
ed medication claim payments
under group health plans.

“The other major pharmacy ben-
efits managers have not imple-
mented the same type of scheme
as Express Scripts, but they are
engaged in other inappropriate
efforts to curtail costs,” Mr.
Quadrino said in a statement to
Business Insurance.

Phil Walls, chief clinical and com-
pliance officer at Tampa, Fla.-
based PBM Matrix Healthcare Ser-
vices Inc., said his company has
had success in reducing the use of
compound drugs by reviewing all
compound prescriptions that come
in for comp claims and working
with doctors to prescribe tradition-
al, less costly drugs when possible.

“We’re trying to get an under-
standing of why he or she was pre-
scribing a compound because we
at least want to acknowledge that
there are a few valid reasons for
using a compound,” Mr. Walls
said. “But in the vast majority of
cases, it simply doesn’t exist.”

Prium’s Mr. Gavin said workers
comp payers should pay attention
to the Express Scripts case, as it
represents “the extreme growth
and profitability of the compound-
ing (pharmaceutical) space.” He
said he believes state regulations
that allow workers comp payers to
review claimant prescriptions and
medical treatment would prevent
compounding pharmacies from fil-
ing a similar lawsuit against PBMs
for denying compounded drugs in
workers comp claims.

By collaborating with physicians,
rather than denying compound
prescriptions outright, Mr. Walls
said he believes workers comp
payers can limit potential push-
back from compounding pharma-
cies or workers comp claimants.

OBESITY

Continued from page 1

the economy — and on employers
in particular — is expanding,
according to two new studies.

In one November study, consult-
ing firm McKinsey & Co. estimat-
ed that obesity costs the global
economy $2 trillion a year.

In a separate study published in
November in the Journal of Occu-
pational and Environmental
Medicine, researchers at Yale Uni-
versity said obesity-related work
absences alone cost the U.S. econ-
omy $8.65 billion a year — a figure
that the researchers and the Inte-
grated Benefits Institute said is
increasing with the number of
obese adults.

With cost a factor, many employ-
ers that Ed Coates works with are
moving to implement wellness ini-
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tiatives or tightening existing pro-
grams, despite the potential for
complaints or lawsuits, said the
Austin, Texas-based senior man-
ager of employee services at Texas
Mutual Insurance Co.

Complaints alone prompted the
U.S. Centers for Disease Control
and Prevention to pull its 5-year-
old Lean Works! workplace obesi-
ty prevention and control cam-
paign offline in early November.
Several groups complained it
could result in workplace discrim-
ination, a CDC spokeswoman said.

The program, which included an
obesity cost calculator employers
could use, is currently “under
review,” the spokeswoman said.

At the same time, the U.S. Equal
Employment Opportunity Com-
mission has sued several compa-
nies, including Honeywell Interna-
tional Inc., on grounds that offer-
ing workers incentives to partici-
pate in wellness programs or
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required biometric screenings vio-
late the Americans with Disabili-
ties Act and the Genetic Informa-
tion Nondiscrimination Act.

The EEOC earlier this year pro-
posed a rule that would address
how or if financial inducements
and penalties could be incorporat-
ed into employer wellness pro-
grams, but further action is not
expected until next year.

“The ADA issue ... has certainly
created challenges for employers.
There’s no doubt about it,” said
Tom Parry, president of the Inte-
grated Benefits Institute in San
Francisco. “At the same time, I
don’t see employers giving up
because of the challenges of the
ADA. They recognize that this is a
significant issue that they abso-
lutely have to deal with.”

Texas Mutual has had a wellness
program since 2001 to help
improve employee health and con-
trol costs associated with risks

such as obesity or diabetes, Mr.
Coates said. The outcomes-based
incentive effort incorporates fed-
eral guidance for the Health Insur-
ance Portability and Accountabili-
ty Act and the Patient Protection
and Affordable Care Act, he said.
Employers “are going ahead and
taking more aggressive action, and
not taking the wait-and-see
approach,” Mr. Coates said. “Com-
pared to where it was five years
ago, there are a lot more employ-
ers doing outcomes-based well-
ness incentives and also investing
in wellness programs in general.”
Aside from standard health care,
the return on investment in well-
ness programs also can be seen in
disability and workers comp pro-
grams, Ms. Price said. “High-risk
cultures are more likely to take
some proactive measure,” she
said. “Beyond health and wellness,
are you willing to offer things like
(weight loss) surgeries as a part of

your health plan or your workers
compensation plan? If you’re a
low-risk culture and ... you don’t
want to go down that path,” think
about what kinds of snacks are in
break room vending machines.
“Have you made healthy options
available to (workers)?”

Elsewhere, the School District
of Palm Beach County, Florida, is
shifting to an outcomes-based
wellness program in 2015, said Kim
Sandmaier, wellness coordinator
for risk and benefits management.

The revised program gives
employees the option to complete
a health risk assessment and a bio-
metric screening “and either meet
targets for those biometrics or
complete a reasonable alterna-
tive,” such as an over-the-phone
coaching program, she said.

“Our data specifically (showed)
diabetes was a concern, so we’re
continuing to focus on that,” Ms.
Sandmaier said.



TORT
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“Lawsuit abuse is near the top of
the agenda, and we would expect
an aggressive push for reform”
next year in the state, which often
has been cited as one of the more
hostile to tort reform, he said.

Mr. Fullenbaum also said con-
cerns about medical liability in
Arkansas could lead state law-
makers to examine the issue next
year.

“Another state that comes to
mind is Minnesota, where the
House flipped” to Republican con-
trol, he said. “I would expect we

would be able to stop” some poten-
tially negative tort reform legisla-
tion there.

Mr. Kim pointed to Republican
Gov. Rick Scott’s re-election in
Florida as particularly critical,
where he faced Charlie Crist, the
state’s former governor and
Republican-turned-Democrat.

Gov. Scott’s victory means Flori-
da will be led by a pro-legal reform
chief executive for the next four
years. That is “in sharp contrast to
Charlie Crist, who is a plaintiffs’
lawyer,” Mr. Kim said.

Mr. Fullenbaum also cited the
victory of Republican Larry Hogan
as Maryland’s governor as a plus,
if largely for defensive reasons.
Gov.-elect Hogan “can serve as a

“There are Republicans interested in protecting corporate
misconduct and other types of wrongdoing. And there are other
Republicans who are mone interested in protecting the Gonstitution

from the government.”

Joanne Doroshow, Center for Justice and Democracy

backstop if the (Democrat-domi-
nated) legislature passes some bad
things,” he said.

Partisan vs. bipartisan

Mr. Kim cautioned reform advo-
cates, however, to avoid viewing
legal reform through a partisan

prism.

“It shouldn’t be that way. Legal
reform should be a bipartisan
issue,” Mr. Kim said. “If you look
at California, you have assembly
members who are Democratic who
are strong legal reform propo-
nents.”

Tort reform opponent Ms.

Doroshow said the issue does tend
to be partisan, but also said there
is a split among Republicans.

“There are Republicans interest-
ed in protecting corporate miscon-
duct and other types of wrongdo-
ing,” she said. “And there are
other Republicans who are more
interested in protecting the Consti-
tution from the government.”

For example, Ms. Doroshow said,
the right to trial by jury is
“entrenched in every state consti-
tution,” although some tort reform
proponents want to subject some
matters to arbitration.

“I think anybody who respects
the power and authority of juries
is not going to support tort
reform,” Ms. Doroshow said.

LETTERS

Continued from page 14

bill prematurely propose fivefold
increases in the amount of: 1) the
loss that must occur before the fed-
eral government contributes to
coverage (“event minimum” or
“trigger”) and 2) the federal gov-
ernment’s formula to, over time,
recover its share of catastrophic
loss payments from insurers (“fed-
eral recoupment”). Insurers who
cannot accept these increases will
find the historically rejected “opt-
out” provision is now resurrected
to permit resigning from the pro-
gram. Small, medium and region-
al “Main Street America” carriers
will choose either to abandon the
program and their insureds, or
accept the threat of insolvency.
“Opt-outs” will result in either
unacceptable loss concentrations
in a few remaining carriers or
leave Main Street America busi-
nesses uninsured.

None of these provisions are in
the Senate bill. The Senate bill’s
increases in insurer risk share are
minimal and marketplace-driven.
No “opt-out” escape hatch is need-
ed. The Senate’s approach protects
our national security by insuring
Main Street America’s small,
medium and regional
entrepreneurs. The marketplace
may well be able, over time, to
evolve to accept the levels of loss
and risk envisioned by the House
bill, but that time is not now nor
in the next seven years.

Neither the House bill’s risk
share increases nor its “opt-out”
provision should remain in the
joint bill to be reported out by the
conference committee process.

Ronald R. Robinson,
Berkes Crane Robinson
& Seal L.L.P.

Los Angeles
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MENTAL HEALTH
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under the vast majority of corpo-
rate health care plans, the stigma
associated with the conditions
deters many employees from seek-
ing help because they fear losing
their jobs. Employers can take
proactive steps to reassure
employees that help is available if
they need it, but they must also be
wary of potential discrimination
litigation that can arise when
employees seek special accommo-
dations for depression or other
mental disorders.

Employers incur an estimated
$100 billion annually in direct and
indirect costs associated with
depression, including as much as
$44 billion lost to employee
absences and lower productivity,
according to a survey published
last month by Employers Health
Coalition Inc., a Canton, Ohio-
based not-for-profit health benefits
service provider. “It’s one of those
situations where there’s been a lot
of talk about how no one’s talking
about it,” said Marcas Miles, a Can-
ton-based senior director at
Employers Health Coalition.
“Employers recognize and will
admit it’s an important topic, but
it’s only recently that they’ve
begun to step up and decide that
it’s time for them to take action.”

Most employers already provide
coverage for mental health care
under their group benefit plans, as
well as access to professional
counseling and other resources
through employee assistance pro-
grams. However, recent studies
indicate that — with the exception
of prescription anti-depressant
medications — benefits and ser-
vices aimed at preventing or
reducing depression in the work-
place are underutilized by employ-

KENT STATE TRIES TO GET THE WORD OUT
ON DEPRESSION-RELATED BENEFITS

the prevalence of depression and other men-
tal disorders in the workplace without chang-
ing employee attitudes on the conditions them-
selves and the available treatments, experts say.

“With depression and mental illness, it’s a little
more challenging to get at because there is some
stigma attached with some of those conditions,”
said Mark McLeod, university benefits manager
at Kent State University.

The university — based in Kent, Ohio, with
eight campuses in the northeastern part of the
state — incurs about $2 million a year in depres-
sion-related medical and pharmacy benefits
costs, or roughly 4% of its total health care costs,
Mr. McLeod said.

Research shows “that the indirect costs related
to productivity, absenteeism and presenteeism
could be as much as four times what we’re facing
in direct costs,” he said.

To improve employees’ understanding of
depressive illnesses and the treatment, counsel-
ing and other mental health benefits that are
available, the university and its employee assis-
tance program provider — Cleveland-based
behavioral health consultant Impact Solutions
Inc. — partnered with Right Direction, a free
depression resource portal the Partnership for
Workplace Mental Health and Employers Health

E mployers are unlikely to succeed in reducing

Coalition Inc. rolled out in 2013.

The program “not only increases employees’
awareness and helps them utilize some of the
tools that are available through Right Direction,
but also creates some form of treatment linkage
for people who feel that they may need profes-
sional counseling,” Mr. McLeod said.

Set against the backdrop of an evergreen forest
to underscore the idea that depression can feel
quite like being “lost in the woods,” the Right
Direction portal includes an interactive map,
downloadable quiz and perspective comparison
chart designed to help managers and employees
identify symptoms of depression. For employers,
the portal also features a library of free educa-
tional and promotional materials, as well as links
to external depression management resources.

Though it is too early to know the program’s
result, Mr. McLeod said the university will be
glad to exchange a short-term bump in medical
and pharmaceutical utilization rates due to
depression if it reduces long-term costs.

“As employees become more aware and more
open to the idea of getting treatment, we know
that the utilization might go up in the near term,”
Mr. McLeod said. “What we’re really trying to do
is reduce the long-term costs and effects associ-
ated with those conditions.”

By Matt Dunning

ees, which experts say is typically
due to a prevailing stigmatization
of mental illness in the U.S. that
discourages employees from
admitting struggles.
“Fundamentally, I think a lot of
people still don’t want someone
with depression or any other men-
tal disorder working next to
them,” Mr. Miles said. “They don’t
know how to interact with it.”
Another reason for employees’
reluctance to take advantage of
the counseling and other mental
health services provided through
benefits programs — often at no
charge to the employee — is the

fear that using those services will
ultimately harm their career, even
though employers are legally
barred from adverse actions
against workers based on person-
al health or genetic information.
“It’s not unusual for me to have
employees resist openness in deal-
ing with mental health issues,
because they see it possibly as
something that could inhibit their
professional development or even
negatively impact their ability to
retain security clearances,” said
Violet Vernon, employee benefits
manager at Aerojet Rocketdyne
Inc., a Sacramento, California-

based aerospace and defense man-
ufacturer. “We put a lot of effort
into making sure our employees
are assured that the program com-
munications are between them
and the providers, and that the
information never gets back to us.”

When employees do reveal to
employers that they are facing
mental health issues, employers
must act with care if employees
seek special considerations due to
the disorders. Under the Ameri-
cans with Disabilities Act and com-
parable state laws, employees
claiming to suffer from depression
and other mental illnesses would

MENTAL HEALTH
BENEFITS

The percentage of employers offering
insurance for mental health care
increased slightly in recent years, while
the percentage of firms providing
employee assistance programs has
remained mostly flat.

Year Mental health EAP

2014 87% 74%
2013 89% 7%
2012 85% 78%
2011 82% 75%
2010 82% 75%

Source: Society for Human Resource Management

likely qualify for nondiscrimina-
tion protection and reasonable
accommodations if the condition
has been verified by a physician.
Unfortunately, experts say many
employers view the laws’ lack of
rigid protection qualifications for
mental illnesses as an invitation
for abuse on the part of employees,
particularly if they might other-
wise be subjected to disciplinary
action. That tension, experts say,
has helped fuel a 56% rise in
depression-based workplace dis-
crimination claims filed with U.S.
Equal Employment Opportunity
Commission from 2003 to 2013.
“The risk of litigation is certain-
ly greater today than it was 10
years ago, so it’s important that
employers get this right,” said
Ellen McLaughlin, Chicago-based
partner at Seyfarth Shaw L.L.P.
“One of the biggest things you
can do is provide opportunities for
discussion and protocol training
for human resources professionals
and the front-line managers,” said
Dean Rocco, a Los Angeles-based
partner at Wilson Elser
Moskowitz Edelman & Dicker
L.L.P. “That way there’s a clear
and proper response when an
employee lets a supervisor know
that they’re having an issue with
depression or mental health.”

SPLITS

Continued from page 4

said, adding that newly indepen-
dent companies face operational
risk because they lack the “safety
net” of being part of a larger con-
glomerate that can offset poor per-
formance in one division with prof-
its from another division.

Steven Boughal, New York-
based vice president, chief under-
writing officer at Hartford Finan-
cial Products at The Hartford
Financial Services Group Inc., said
underwriters will closely scruti-
nize the manner in which a spinoff
is being transacted.

“After a major transaction such
as a spinoff, we need to know that
the new companies will have the
abilities to manage themselves on
a day-to-day basis,” he said.

Companies contemplating a split
will need to make sure that the
division of assets and liabilities is
equitable, said Will Fahey, Chap-
paqua, New York-based senior
vice president in Zurich North
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America’s management liability
group.“If one company was sad-
dled with all the pension liabilities
and set up to fail, you could get
fraudulence and conveyance
claims,” he said.

A legal settlement announced
earlier this year showed how
expensive corporate splits can be
if liabilities are loaded into one
entity, said Kevin LaCroix, an
attorney and executive vice presi-
dent at RT ProExec, a division of
R-T Specialty L.L.C., in Beach-
wood, Ohio.

BUSINESS INSURANCE

In April, Anadarko Corp. paid
$5.15 billion to settle a fraud law-
suit that was triggered by the way
in which a company Anadarko
acquired, Kerr-McGee Corp., had
overwhelmingly allotted environ-
mental liabilities to a spinoff busi-
ness, Tronox Ltd., in 2006. A
bankruptcy judged ruled that
Kerr-McGee had acted improperly
when spinning off Tronox, which
filed for bankruptcy in 2009 due to
environmental cleanup costs.

“Where you will see problems is
when a split causes a good com-
pany/bad company structure,” Mr.
LaCroix said.

Jeffrey Schulman, a New York-
based partner in the insurance
practice at Dickstein Shapiro L.L.P.
said that companies can insert
clauses into the contract language
to help protect directors and offi-
cers from lawsuits.

“When it comes to mergers and
acquisitions or a spinoff, most of
these transactions will provide for
a continuation of the discovery
period under the existing insur-
ance policy for up to a six year
period,” Mr. Schulman said. “The

idea behind this is to indemnify the
directors and officers for actions
take place prior to the transac-
tion.”

In addition to existing liability
issues, risk managers involved in
corporate splits and spinoffs need
to be especially attuned to how
insurance policies are appor-
tioned, said Carol Fox, Cincinnati,
Ohio-based director, strategic and
enterprise risk practice at the Risk
& Insurance Management Society
Inc. For example, if the named
insured on a policy is the name of
the unit being spun off, the remain-
ing entity, even if it was the unit
that bought the coverage, may find
itself with insurance, she said.

“From an insurance perspective,

CORPORATE SPLITS

The number of annual corporate
divestitures has increased the past four

years. 57 31
23 24
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Source: www.stockspinoffs.com

you really have to look at which
insurance asset belongs to which
entity,” Ms. Fox said.

Brad Wood, senior vice presi-
dent-risk management for Mar-
riott International Inc. in Bethes-
da, Maryland, agreed that divesti-
tures present a unique challenge
to risk managers. Marriott has
been through several divestitures
as well as acquisitions over the
past several years, including a deal
to spin-off its timeshare unit, Mar-
riott Vacations Worldwide, in 2011.
Mr. Wood said that a “close and
methodical review and analysis”
of assets and liabilities is critical to
the success of the transaction and
assembling a diverse team is key.

After arisk manager of a compa-
ny undergoing a split assesses
future insurance needs, he or she
might be in for some sticker shock,
said Brian Cochrane, Chicago-
based executive vice president and
global leader of Aon Risk Solu-
tions” M&A practice. “The cost of
two insurance programs for stand-
alone businesses will without a
doubt be more expensive than for
a single large entity,” he said.
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Sony Pictures Entertainment’s “The Inter-
view” may poke fun at the wrong guy.

Was Sony hreach
a tit-for-tat?

lthough cyber breach can seem like an
impersonal crime, investigators are now

probing the possibility that a Sony Corp.
unit was hacked as a result of some hurt
feelings.

According to Reuters, hackers working on
behalf of North Korea have emerged as
suspects in an attack that shut down
computers at Sony Pictures Entertainment
for a week. Perhaps not coincidentally, the
studio is set to release a comedy, “The
Interview,” in which the CIA enlists a
journalist to kill North Korea’s Supreme
Leader Kim Jong-un.

In June, a spokesperson for North Korea
called the film, which stars James Franco
and Seth Rogen, a “most blatant act of
terrorism and war” and vowed a “merciless
counter-measure” in response.

Whether or not North Korea is ultimately
fingered as the source of the breach,
companies may want to remember that
when it comes to cyber defense, despots
have feelings, too.

0

Novocain eases pain
f buying health cover

ith all the news and chatter about Black
Friday, Cyber Monday and the like, one might

think America’s national pastime was

shopping, not baseball — except when it

comes to buying health insurance.
That piece of business is likened by

~

most Americans to onerous tasks like

doi

ng one’s own taxes or visiting the § b

dentist. \

Fully 82% of Americans who recently 5
shopped for health insurance said it was
worse than doing their own taxes, according to a
new poll by Bankrate.com that was conducted by
Princeton Survey Research Associates
International.

The survey also showed that 75% of Americans
see shopping for health insurance as the same or
worse than getting the middle seat on a crowded
airplane.

As for the dentist — perhaps the gold standard

for
rec

judging misery — fully 23% of those who
ently shopped for health insurance said it was

less enjoyable than facing the dentist’s drill, while
45% say it’s just as bad. There were no figures
available on comparisons with flossing.
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HOME-SHARING HRM
OFFERS GOVERAGE FOR
GUESTS PECGADILLOS

-

he possibility of coming home to “meth pipes” or the aftermath of an
“XXX freak fest” might deter some people from renting out their living
space through Airbnb, but the apartment-sharing service is hoping to
set the minds of U.S. hosts at ease by offering an additional liability
insurance program.

Airbnb’s new host protection insurance program, which is expected to take
effect on Jan. 15, covers up to $1 million in liability for renters and
homeowners that host travelers through the service, the San Francisco-based
company said this week.

And if a guest is injured in a listing or on the building property during his or
her stay, liability insurance provides coverage for hosts and, where applicable,
landlords and homeowners associations, according to Airbnb.com.

More widely reported “accidents” include a “XXX freak fest” that Airbnb host
Ari Teman said took place when he rented out his New York apartment in
March.

“Aside from the illegal orgy destroying my apartment, it was a lovely
weekend,” Mr. Teman tweeted.

Another Airbnb host, Troy Dayton, wrote in the comment section of a
techcrunch.com story that he came home to find “meth pipes” everywhere
after renting out his apartment in 2011.

However, the host protection insurance program doesn’t cover liability that
arises out of intentional acts by the host; nonphysical injuries, such as slander
or emotional distress; and injuries caused by drywall problems or bed bugs.

Business Insurance isn't all business all the time, and we know you're not either. So
visit www.businessinsurance.com for more Off Beat stories and monthly photo
galleries featuring the best of the weirdest news about insurance, fraud, liability
issues and related topics that make people and companies do funny;, silly and
strange things.

Patience i a virtu
for Romanian hacker

s cyber attacks become increasingly common
Aand sophisticated, it's easy to imagine James

Bond-style supervillains running
megacomputers in labyrinthine underground
fortresses gleefully attacking our favorite
politicians, retailers and sandwich shops.

But if one recently jailed European hacker is to
be believed, the process is far less complicated and
glamorous.

The New York Times recently reported on
Romanian hacker Marcel-Lehel Lazar, an
unemployed 43-year-old Transylvanian who went
by the online handle Guccifer.

Mr. Lazar is serving a seven-year
% sentence in a Romanian prison after
. B .| atwo-year spree where he is
T credited with such acts as hacking
: the flirty emails of a bikini-wearing
1I%-‘ = Romanian politician sent to former
Secretary of State Colin Powell, whom he
also hacked, the newspaper said.

Another Internet exploit revealed private self-
portraits painted by President George W. Bush.

Mr. Lazar told the Times that in addition to using
a lot of time and patience to obtain passwords, in
the end, Guccifer's methods were simple — he
guessed.

-
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LIVE LEAK

Russian passengers pushing their airliner
to the runway.

Ain passengens
pushed to the limit

ir travel risks are well known, but a
A group of Russian passengers learned a

new twist when they ended up pushing
their airliner to the runway.

The plane was trying to depart the frigid
outpost of Igarka in north central Russia
with 74 oil workers and seven crew members
when its pushback tractor began slipping on
ice after the plane’s wheels froze to the
ground in the minus 61-degree conditions,
according to media reports.

With passengers eager to get on with their
trip 800 miles south to Krasnoyarsk, Russia,
several were shown in an amateur video
pushing on the plane’s wings to move it into
place, but a tow bar shown on the landing
gear belies how much the eager passengers
may have helped.

Russian authorities reportedly are
investigating for safety protocol violations,
but no information was available on whether
the passengers were offered free drink
coupons for their inconvenience.
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THERE ARE SOME RISKS ONLY A SPECIALIST CAN HANDLE.

We’'re LIU, the global specialty lines division of Liberty Mutual Insurance. To meet our underwriters and

learn more about how they can help you and your clients handle unique risks, visit www.LIU-USA.com. Underwriters.
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Helping employees
is your passion.

INSURANCE

You have a responsibility to manage your company’s resources. It’'s part of the job.
At the same time, you have a passion for taking care of your employees. It's part of
who you are. Backed by 70 years of helping businesses support their employees,
Liberty Mutual Insurance has a passion for protecting your people, with easy-to-
administer life, leave, and disability benefits tailored to your company. To learn more,
talk to your broker or consultant today about Liberty Mutual Insurance, or go to
libertymutualgroup.com/employeebenefits.

m y @LibertyB2B
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