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 4 SYNOPSIS
In May, ACUITY completed 
construction of a 400-foot 
flagpole, the tallest in the United 
States, to fly an American flag 
measuring 60 feet high by 120 
feet long. 
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HIGHLIGHTS 
Reinsurance in Argentina: Third Renewal 
Season under New Rules – This article is an 
excellent overview of the reinsurance environ-
ment in Argentina. One of several challenges is 
CU�RC[OGPVU�VQ�HQTGKIP�DGPGƒEKCTKGU�OWUV�DG�
approved by regulatory authorities “currency 
exchange differences between the collection 
of reinsurance premiums and the payment to 
TGVTQEGUUKQPCTGU�IGPGTCVGF�UKIPKƒECPV�NQUUGU�
for local reinsurers. The exchange risk affected 
seriously a number of placements. As our local 
expert says “many players in our insurance 
industry are concerned with this situation. It’s 
hard enough now to get foreign currency to pay 
international reinsurers.” Another concern as 
we go to press this month is the possible debt 
default which would be Argentina’s second in 
13 years.

U.S.: The Problem of Relationship Inertia with 
the Reinsurance Broker – This is a provocative 
article intended to educate and get insurance 
commissioners to oversee and regulate brokers 
more fully. The focus is the problem of “inertia”. 
The author wants to paint a broad brush that 
brokers need to be regulated because of the 
RQVGPVKCN�KPGTVKC�CPF�ƒFWEKCT[�KUUWGU��DWV�JG�
does not want to say all brokers would neces-

A. B. HODGES
Editor in Chief 

info@insuranceresearchletter.com

ASK ISN
Have a question? Want to be a contributor?  
Email us @ info@insuranceresearchletter.com 

Receive a full year of The Insurance  
esearch Letter for yourself. Subscribe  
@ https://www.isn-inc.com/members/sub-
scribe/ Subscribers also are sent email Flash 
Reports, special updates on developing news 
and issues, and are entitled to receive further 
consultation on any material published.
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COMPANIES • NEWSBRIEFS
ACUITY, in business since 1925, is the 62nd 
largest insurer in the nation. ACUITY is 
headquartered in Sheboygan, Wisconsin, is a 
property and casualty insurer that operates in 
22 states, generates over $1 billion in revenue 
through 1,000 independent agencies, and 
manages over $3 billion in assets. On June 
16 ACUITY conducted a dedication ceremony 
of the World’s Tallest Symbol of Freedom and 
Veterans Memorial. In May, ACUITY completed 
construction of a 400-foot flagpole, the tallest 
in the United States, to fly an American flag 
measuring 60 feet high by 120 feet long. The 
flagpole is one of the most visible landmarks 
on the Interstate 43 corridor, and the flag is 
being raised as a symbol of gratitude to our 
country and those who defend it. At the base of 
the pole is a Veterans Memorial, which features 
the names of every Sheboygan County Veteran 
killed in the line of duty.

Ergo, the insurance arm of Munich Re, 
seeks growth in South East Asia with Singa-
pore acquisition. The ERGO Insurance Group 
is entering the Singapore insurance market 
by acquiring 100 percent of the property-ca-
sualty insurance company SHC Insurance. 

This acquisition is an important milestone for 
ERGO in expanding its presence in Southeast 
Asia. ERGO aims to make more acquisitions in 
the region and steer the individual companies 
acquired through a regional management team 
in Singapore. (Asia Insurance Review)

Ironshore Inc., the insurer led by executives 
who left American International Group in the 
ƒPCPEKCN�ETKUKU��ƒNGF�HQT�C������OKNNKQP�KPKVKCN�
public offering so that its backers can reduce 
their stakes.

PEOPLE
ACE has appointed Cassie Chen as regional 
property & terrorism underwriting manager 
for Asia. She will be based in the Singapore 
TGIKQPCN�QHƒEG�CPF�YKNN�TGRQTV�VQ�Jason Keen, 
head of property for Asia. Chen joined ACE in 
2011 as the property & technical lines manager 
in the Singapore branch. She was responsible 
for growing the property, terrorism and tech-
nical lines portfolios. Prior to joining ACE, she 
was an assistant manager with AXA tasked 
with underwriting, reviewing and quoting for 
the property and casualty insurance business. 
(Intelligent Insurer, June 20, 2014)

American International Group announced 

PHOTO  
COURTESY OF ACUITY
http://acuity.phanfare.com/flag/2014/

In May, ACUITY completed construction of a 400-foot flagpole, the 
tallest in the United States, to fly an American flag measuring 60 feet 
high by 120 feet long.

continued on page 28
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ABC NEWS
Marsh has agreed to acquire a 
majority stake in Seguros Morrice 
y Urrutia S.A., an insurance broker 
based in Panama City.

Marsh has launched a direc-
VQTU�CPF�QHƒEGTU�RTQITCO�VJCV�
gives clients faced with securities 
litigation access to defense coun-
sel on a preapproved basis, the 
New York-based brokerage said.

Mercer, the wholly-owned 
DGPGƒVU�EQPUWNVKPI�UWDUKFKCT[�
of Marsh & McLennan Cos, 
announced that it has agreed to 
purchase a 34 percent stake in 
Alexander Forbes Ltd as Forbes 
prepares for an initial public offer-

ing on the Johannesburg Stock 
Exchange on July 24. Mercer is 
to take a 14.9 percent stake in 
Forbes at the time of the IPO and 
another 19.1 percent share follow-
ing regulatory clearances. Readers 
will recall that Marsh acquired 
the Insurance Broking and Risk 
Management Consulting business 
from Alexander Forbes (AF) with 
effect from January 2012 (some 
of the African acquisitions only 
took place after this date and 
Marsh did not acquire all of the AF 
short term businesses for differing 
reasons). This largely left AF with 
their Financial Services (Pension 
Fund Admin, Actuarial, Asset 

Management, Health Care) and 
Personal Lines (Insurer License) 
businesses in the Republic of 
South Africa. There are Financial 
Services businesses in several 
other countries such as Namibia, 
Kenya and Botswana. (Guardrisk 
Insurance Company, the Cell 
Captive Insurer, was quite recently 
sold to MMI, the large SA Life As-
surer. There is also the Investment 
Solutions (Asset Multi-Manager) 
business which still forms part 
of AF Group. Alexander Forbes 
Financial Services is to our knowl-
GFIG�VJG�NCTIGUV�ƒTO�QH�KVU�MKPF�KP�
Africa.

PHOTO
JANUARY 2, 2014: 
Panama City

ABC REVIEW | THE INSURANCE RESEARCH LETTER

ABC 
REVIEW
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ABC PEOPLE
Industry veteran Geoff Bromley, a 
NGCFKPI�ƒIWTG�QP�VJG�TGKPUWTCPEG�
broking stage for more than 25 
years, has died following a battle 
with illness. Bromley, president for 
international business at Aon Ben-
̧HOG, was a well-known industry 
ƒIWTG�YJQ�DGICP�JKU�KPUWTCPEG�
career in 1978 at Swiss Re’s 
Australian operations. Dominic 
Christian, chief executive of Aon 
UK and executive chairman of Aon 
$GPƒGNF�+PVGTPCVKQPCN��RCKF�VTKDWVG�
to his friend and colleague’s 
“extraordinary kindness, great 
elegance and enormous charm.

THE INSURANCE RESEARCH LETTER | ABC REVIEW

Willis has appointed 
Alistair Lester as CEO 
of its facultative and 
wholesale reinsurance 
arm, Faber Global, 
Willis announced.

ABC 
REVIEW
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MIDYEAR RENEWAL MARKET  
CONVERSATIONS WITH MIDDLE-MARKET 
BROKERS 
Summary. In general, the commercial proper-
ty-and-casualty (P&C) market is holding up and, 
despite many dire predictions, is not rolling over. 
The overall market is more competitive than last 
year, but from our conversations with brokers, it 
appears that pricing for midyear renewals is not 
going negative. Major insurance carriers are still 
pushing for moderate levels of rate increases, 
and unless the account is very good, they are 
remaining relatively disciplined. As usual, there is 
a dichotomy between new and renewal business, 
with new business under more pressure. Unchar-
acteristically, the market appears to be shifting 
from hardening to stable (usually it goes straight 
to down). Read more about pricing, variation by 
line, and more @ http://goo.gl/jm1sQn 

(Source: William Blair & Co)

ABC REVIEW • RECENTLY PUBLISHED | THE INSURANCE RESEARCH LETTER

RAA RELEASES 3-MONTHS 2014  
UNDERWRITING RESULTS
In a survey of reinsurers’ statutory underwriting results 
conducted by the Reinsurance Association of America 
(RAA), a group of 18 U.S. property/casualty reinsur-
ers wrote $19.1 billion of net premiums during the 
three-months ended March 31, 2014. Net premiums 
at three months ended 2013 were $6.9 billion. [The 
increase in net premiums written was largely driven 
D[�CP�CHƒNKCVGF�NQUU�RQTVHQNKQ�VTCPUHGT�CPF�SWQVC�UJCTG�
agreement reported by one of the survey respondents.] 
The underwriting reports for three-months 2014 and 
2013 are available at Quarterly Underwriting Report on 
the RAA website. View here. ISN 

Beecher Carlson Insurance 
Services has named Olga Collins 
as international practice leader. 
Collins will be responsible for 
managing the international needs 
of Beecher Carlson’s clients and 
expanding international relation-
ships on behalf of the Company.  
She will report to Scott Davis, 
President of Casualty and Proper-
ty. Collins spent 15 years working 
for UPS prior to joining Beecher 
Carlson.  For the last six years 
she served as their Risk Manager 
where she managed the Global 
Property Program and the Interna-
tional Casualty Program.  In this 

role, she was responsible for the 
global insurance placements in 
more than 220 countries.

Marsh said that Directors’ and 
1HƒEGTUŨ�GZRGTV�Ann Longmore will 
join its FINPRO unit in New York 
as its new multinational practice 
leader effective July 7.

Marsh has appointed Chris 
Lay as president of its global 
captive solutions business with a 
focus on driving growth.

Willis has appointed Alistair 
Lester (pictured) as CEO of its 
facultative and wholesale rein-
surance arm, Faber Global, Willis 

RECENTLY PUBLISHED

announced. Lester will report to 
Steve Hearn, Chairman and CEO 
of Willis Global. The current Faber 
CEO, Jason Howard, will become 
CEO of the newly-formed Acap-
pella Group Holdings Ltd. Both 
appointments take effect July 1, 
2014. Lester joined Willis in 2004, 
initially as Head of the European 
M&A practice and subsequently 
International Head of M&A. He 
then held positions as a member 
of Willis’s FINEX Global Executive 
Committee, CEO Willis Global 
Solutions and most recently as 
interim CEO of Willis Netherlands. 
ISN



9

What people are saying and how the ISN Country 
Insurance Guides help…

“Choosing not to understand or not to act within a country’s 

local insurance regulations ensures that you and your client 

are at risk of acting illegally in a given country, which in turn 

FDQ�FDXVH�WD[HV��̨QHV�DQG�SHQDOWLHV��LQFOXGLQJ�MDLO�WR�EH�
levied.” ~ Antoinette “Toni” Gambonini

“In a changing world the last thing a decision maker needs 

is out of date information on compliance, regulation and 

taxation aspects of their worldwide insurance protection. 

3HQDOWLHV��̨QHV��MRE�ORVVHV�DQG�XQFRYHUHG�FODLPV�FDQ�UHVXOW��
ISN’s Country Information provides up to date information 

clearly and concisely.” ~ George Worsley

“I have had a look through and agree with others that these 

are good summaries of the key information that insurance 

companies often require when we are writing international 

programmes. They highlight the areas that we need to 

LQYHVWLJDWH�IXUWKHU�VKRXOG�ZH�ZLVK�WR�SURFHHG�DQG�,�EHOLHYH�
DUH�D�OLWWOH�PRUH�VSHFL̨F�LQ�WKH�ZD\�WKH\�DUH�ZULWWHQ�RQ�
occasions than your main competitor!”  

a�$�0-��PDMRU�JOREDO�FDUULHU

˼7KHUH�DUH�VLJQL̨FDQW�GL̪FXOWLHV�IRU�EX\HUV�RQ�WKH�UHJXODWRU\�
side, especially when it comes to integrating local risks 

LQWR�JOREDO�SURJUDPPHV��$FURVV�YLUWXDOO\�DOO�RI�/DWLQ�
$PHULFD��QRQ�DGPLWWHG�OHJLVODWLRQ�LV�VWULFWO\�HQIRUFHG�E\�
the authorities. This is the case in Brazil, Mexico, Argentina, 

&KLOH��3HUX�DQG�&RORPELD��WKH�PRVW�LPSRUWDQW�PDUNHWV�IRU�
multinational companies today.” ~ Paul Bitner, managing 

director and Americas regional director at Brokerslink 

QHWZRUN��VDLG�UHFHQWO\�DW�DQ�HYHQW�VSRQVRUHG�E\�0$3)5(�
*/2%$/�5,6.6�DQG�&O\GH�	�&R��

The ISN Country Insurance Guides: 
Good, Concise, and Invaluable.

https://www.isn-inc.com/countryinfo/

Understanding a country’s local insurance regulations 
ensures that you are knowledgeable to act and advise 
within a country’s:  
✓ Compulsory local country coverage requirements
✓ Admitted local country coverage requirements
✓ Appropriate local tax requirements at the time  
 of binding coverage and of paying of claims



Good, concise, and invaluable information at an affordable price.

ISN Country Insurance Guides (ISSN #2165-0306)
Ccan the QR image to view the ISN Country Insurance Guides on your 
mobile device.

These exceptional guides provide important information about local insurance 
requirements including compulsory coverages, legislation, supervision, non-ad-
mitted insurance, main classes, product information by class and more. 

GLOBAL 
BRIEFS

UNITED NATIONS
NEW YORK CITY:  

The United Nations 
Building, home of the 

security council
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Azerbaijan – Azerbaijan will 
liberalize access to the insurance 
market for foreign investors in 
2017, Forinsurer reported. As well 
it should because the market as it 
stands isn’t very large. Our partner 
publication XPRIMM reports that 
in 1Q2014, the insurance market 
of Azerbaijan totaled AZN 117.94 
million (USD 150.38 million), 
marking an increase rate of 15.37 
percent in local currency, while 
the claims payments amounted 
to AZN 28.57 million (12.49% 
up), according to data presented 
by the Ministry of Finance of 
the Republic of Azerbaijan. Due 
the exchange rate variations, in 
European currency, the insurance 
market increased by 7.72 percent, 
to € 109.39 million.

India – The country’s non-life 
insurers reported a 12.2 percent 
year-on-year increase in earned 
gross premium to Indian Rupees 
775.41 billion (USD 12.88 billion) in 
March 2014. (Business Standard)

India – India’s new govern-
ment is set to raise the foreign 
direct investment (FDI) ceiling 
in insurance to 49 percent from 
the existing 26 percent, but 
will restrict the voting rights of 
foreign investors to 26 percent 
and require all insurers to offer 
health insurance. (Asia Insurance 
Review) This discussion has be 
ongoing for years and now it 
seems the requirement that all 
insurers offer health insurance 
OKIJV�JCXG�ƒPCNN[�RWV�VJG�OCVVGT�
to rest and become a reality. It 
also might dissuade some insur-
ers from remaining in or entering 
the market.

India – The chief executive of 
an insurer in India said the issue 
of banks becoming insurance bro-
kers to sell policies was discussed 
“in the recent meeting between 
private insurers and Finance Min-
ister Arun Jaitley,” Business Stan-
dard reported. Whether this would 

be for private insurance, personal 
auto, health or commercial insur-
ance is being investigated. 

Pakistan – Hong Kong’s 
%CVJC[�2CEKƒE�JCU�CPPQWPEGF�
that it will stop flying to Karachi 
in Pakistan, with the last flight 
leaving Hong Kong on June 28. 
The move follows the June 8-9 
terrorist attacks at Jinnah Inter-
national Airport in Karachi that is 
the country’s biggest and busiest 
airport. (Asia Insurance Review)

Qatar – Qatar is deemed the 
most peaceful nation in the GCC 
ranking 22 out of 162 countries 
globally, followed by Kuwait at 37, 
the UAE at 40, Oman at 59, Saudi 
Arabia at 80 and Bahrain at 111, 
according to this year’s Global 
Peace Index (GPI) released recent-
ly. (Middle East Insurance Review, 
6/22/2014) 

Russia – Russia’s central bank 
has published draft guidance on 
the calculation of the amount of 
permissible foreign capital in Rus-
sian insurers’ authorized capital, 
reports Forinsurer. 

Sri Lanka – Sri Lanka’s 
insurance sector recorded an 8.39 
percent year-on-year increase in 
overall gross written premium to 
94.48 billion Sri Lankan rupees 
(USD 722.3 million) in 2013, the 
Insurance Board of Sri Lanka said. 
Meanwhile it has been report-
ed that AIG is pulling out of Sri 
Lanka. AIG entered the market in 
1999 when it received a license 
to operate as a general insurer in 
the market. The insurance board 
has asked the company to present 
a written plan to explain how it 
intends to car for its employees 
and policyholders.

Spain�Ť�+PUWTGTUŨ�2TQƒVU�&QYP�
27 Percent Q1 2014 – Insurers’ 
non technical accounts account-
ed for 8.09 percent of retained 
RTGOKWOU�CV�VJG�ENQUG�QH�VJG�ƒTUV�
quarter, against 11.04 percent 
in 2013, according to statistics 

released by ICEA, the research arm 
of the Spanish insurance industry. 
In absolute terms, and with retained 
RTGOKWOU�QH�Ż�������DKNNKQP��RTQƒVU�
totaled € 1.04 billion at March 31, 
27 percent less than in March 2013. 
Technical accounts, on the other 
JCPF��UJQYGF�C�RTQƒV�QH������RGTEGPV�
of retained premiums against 13.65 
percent in 2013, due to increased loss 
ratios. The overall loss ratio reached 
87.18 percent of retained premiums 
against 83.94 percent a year earlier.

Uganda – Despite rising levels of 
claims payments across Uganda, Aon 
Uganda Ltd. said an increase in premi-
um prices is unlikely in the short term, 
East African Business Week reported.

United States – RIMS’ New 
Website Focuses on Content Delivery 
– Easier Navigation & Consolidated 
Menus Provide Easy Access to Valu-
able Resources. RIMS unveiled a new 
website design that now emphasizes 
content on its front page and more 
streamlined navigational menus that 
allow practitioners to search and 
access resources with greater ease. 
The website can be found at www.
RIMS.org.

United States – The Reinsurance 
Association of America endorsed 
bi-partisan legislation introduced 
by Senators Dean Heller (R-NV) and 
Jon Tester (D-MT) to accelerate the 
development of a private flood insur-
ance market that would be overseen 
by State insurance regulators. The 
bill, Senate 2381, would clarify the 
National Flood Insurance Act of 1968. 
While the bill intended private insurers 
to provide flood insurance coverage, 
lenders unfortunately did not accept 
private flood insurance as meeting 
mandatory purchase requirements. 
The Heller-Tester bill would resolve 
VJKU�KUUWG�D[�FGƒPKPI�CEEGRVCDNG�
private flood insurance.

United States – The House of 
Representatives Financial Services 
Committee voted 32 to 27 to approve 
C�ƒXG�[GCT�GZVGPUKQP��VJTQWIJ�������
of the Terrorism Risk Insurance Act, 

continued on page 34
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ARGENTINA
Reinsurance in Argentina: Third Renewal Season under New Rules

July 1 is reinsurance renewal time in Argentina for most automatic arrangements.  More capacity 
is anticipated in this renewal season as part of a process in which ceding companies gradually 
doubled their retentions over the last decade and more foreign insurers were admitted. But the 
RNC[KPI�ƒGNF�EJCPIGF�FTCUVKECNN[�VYQ�[GCTU�CIQ�YJGP�FQOGUVKE�TGKPUWTGTU�DGECOG�C�OCPFCVQT[�
link (with or without brokers) between insurers and world markets. This report is based on inter-
views with several reinsurance executives published by “Mercado Asegurador” in its May 2014 
issue.

Argentine insurers have been increasing their overall retentions over the last decade from 79.8 
RGTEGPV�KP�ƒUECN�[GCT�����������VQ������RGTEGPV�KP������������*QYGXGT��QXGT�VJG�NCUV�VYQ�[GCTU�
P&C cessions increased from 86.3 percent to 90.8 percent of written premiums. One reason was the 
increase of reinsurance in two major lines of business like Auto and Fire. In Auto reinsurances ceded 
premiums increased from 9.3 percent to 13 percent of P&C cessions and in Fire from 19.6 percent to 
22.7 percent.

Where is the Market Going
The new domestic reinsurance market was able to cover all Argentine risks with a major support of 

PHOTO
Buenos Aires 
Cityscape
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PHOTO
APRIL 15, 2013: 
View of Buenos Aires 
Retiro region. View 
includes central 
railway station, bus 
station, sea port and 
Villa 31
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capacities provided by foreign 
admitted companies. Horacio 
Cavallero, CEO of Punto Sur So-
ciedad Argentina de Reaseguros 
SA (related to the Sancor Insur-
ance Group) and Chairman of the 
Association of Argentine Reinsur-
ers, made a positive assessment 
of the market: “We were able to 
stabilize operating conditions and 
have ensured business continuity 
in a very complex national environ-
ment and with some macroeco-
nomic indicators that concern the 
international market”.

Marcelo Larrambebere, CEO 
of Reunion Re Cia de Reaseguros 
SA (linked to insurer “La Holando 
Sudamericana SA”), added that 
“Two years after the introduction 
of the new reinsurance regulatory 
framework we can show a positive 
balance with a reinsurance supply 
that can write the automatic and 
facultative contracts and a grow-
ing capacity to increase the net 
domestic retention”. 

Solange Seigneur, Director of 
Compañía Reaseguradora del Sur 
S.A. (related to insurer “Fianza y 
Credito SA”) underlined that al-
though domestic global retention 
is higher it is still unable to write 
major individual or CAT risks, 
“making admitted reinsurers a 
major player in Argentine reinsur-
ance”. There are, of course, some 
problems that must be addressed: 
“Inflation and currency exchange 
risks are two key factors when 
analyzing a placement. Political 
decisions affect the economy and 
the manner in which business 
is done. Ways must be found to 
adapt to changes and challenges. 
The whole world is changing and 
new commitments and opportu-
nities come up everywhere. This 
new market was a major bet and, 
in general terms, it is working as it 
should”.

Reinsurance treaties
On this matter, Cavallero said that 

“reinsurance and retrocession 
portfolios reflect what is happen-
ing in the primary market. Proper-
ty and Agricultural Risks showed 
very high loss ratios. Changes in 
relative prices are affecting Auto 
portfolios very much because 
inflation expectations on liability 
losses are a major issue in reinsur-
ance placements”.

Larrambebere reminded that 
during the last renewal season in 
July 2013 “conditions in Fire, Mis-
cellaneous, Auto (TP and Hull) and 
Workers Compensations business 
did not show major changes, with 
logical adjustments in deductibles 
and limits for each company’s 
portfolio”.

“In Agricultural Risks (par-
ticularly Hail) terms changed 
substantially, in particular with 
higher deductibles and rates and 
a greater control on geographical 
aggregates”.

Facultative
Reinsurers said that facultative 
placements are being made in the 
usual ways. Rates have gener-
ally remained unchanged, but 
considering to a certain degree 
the changes in currency exchange 
rates that took place in Argentina 
over the last months.

“Most changes in facultative 
placements were related to each 
account’s loss ratio”, remarked 
Larrambebere. “However, Reunion 
Re has facilities with high capac-
ities to place facultative business 
in Fire, Liability, Engineering, 
Marine and other lines”.

Cavallero added that “the 
placements of major risks with 
large insured amounts were 
covered directly with the admitted 
market when amounts at risk ex-
ceed 50 million dollars.  We have 
PQV�UGGP�UKIPKƒECPV�KPETGCUGU�KP�
these cases, and the whole place-
ment chain (insurers and local and 
foreign reinsurers) adjusted their 

costs”.

“There is a problem with large 
facultative placements written 
in foreign currencies”, remarked 
Seigneur. As payments to foreign 
DGPGƒEKCTKGU�OWUV�DG�CRRTQXGF�
by regulatory authorities “currency 
exchange differences between the 
collection of reinsurance premi-
ums and the payment to retro-
EGUUKQPCTGU�IGPGTCVGF�UKIPKƒECPV�
losses for local reinsurers. The 
exchange risk affected seriously a 
number of placements”.

Improvements
During these two years it was 
clear that the new reinsurance reg-
ulatory framework was adjusted 
as needed, using the experience 
from day-to-day transactions. 
More adjustments are still needed 
in particular, say market players, 
remittances to foreign retroces-
sionares in payment of place-
ments of cover in excess of USD 
50 million.

On this matter, Larrambebere 
said: “One of the improvements 
that should be implemented is an 
automatic process to clear foreign 
currency for premium payments. 
The Insurance Department is 
working on online tools that would 
make the system more fluid.

Seigneur added that “we are 
still in the beginnings; new things 
and ideas often need adjustments. 
It is important to honor our com-
mitments, and payments abroad 
are a major issue. All market play-
ers have a responsibility on this 
matter. This is a new market that 
we are all building, and we must 
improve it to get the necessary 
trust to obtain the capacities we 
need and preserve the ones we 
have. To achieve this, the system 
must work fluidly. Ceding com-
panies, intermediaries and locals 
reinsurers must all work together 
to meet the payment terms and 
obtain the authorizations to trans-
fer funds abroad. But the different 
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steps that must be competed to 
get foreign currencies are usually 
completed without major hurdles.”

Inflation
High inflation and the steep 
January 2014 devaluation of the 
Argentine peso is also a serious 
concern for reinsurers because it 
alters some of the ratios estab-
lished in the contracts. According 
to Seigneur “we must follow very 
carefully the development of infla-
tion and exchange rates as these 
factors are extremely important in 
our business. The peso devalua-
tion distorts the ratios between 
our assets and liabilities because 
current regulations do not allow a 
free access to foreign currencies 
and, on the other hand, we also 
have commitments in foreign 

currencies”.

Larrambebere added on this 
matter that “deductibles in excess 
loss treaties as well as in other 
treaties written in pesos must 
be adjusted to consider inflation 
effects …. Insurers will surely work 
to update insured amounts pre-
miums (especially in Auto liability 
covers) will be adjusted so that 
premiums can cover the higher 
loss costs caused by inflation”.

“Alterations in relative prices 
have always distortive effects on 
the economy”, remarked Cavallero. 
“Inflation erodes technical ratios 
because premiums and received 
and losses are paid in different 
timeframes and, therefore, mone-
tary values are also different; so, 
the net effect can be more dam-

aging in our industry”, and added: 
“The January devaluation made 
a lot of noise in the media and 
elsewhere, but in fact the rate of 
exchange has been sliding strong-
ly over the last year following the 
other economic variables. The 
effect on reinsurance contracts 
is disparate and, in the case of 
excess of loss covers, it should 
be considered if contracts include 
or not a currency stabilization 
clause”.

2014 Renewals
Most treaty renewals take place 
on July 1, in line with (re)insur-
GTUŨ�ƒUECN�[GCTU��ū9G�DGNKGXG�VJKU�
third renewal year under the new 
regulatory framework will be more 
orderly and negotiations will start 
earlier so as to reach June 30 
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with less turbulence and more 
GHƒEKGPE[��9G�UGG�CU�YGNN�VJCV�
admitted reinsurers will increase 
their offered capacities according 
to their individual capacities and 
expertise”, said Larrambebere. 
Seigneur added that “retrocession-
ares’ support is still very strong. 
Long term relationships may 
cover different cycles and periods, 
some more positive than others, 
but we think this should be a long 
term partnership”.

One of the issues to be con-
sidered is the contract currency 
(basically, pesos or USD) and what 
basic terms may assure limits 
and covers in a constant curren-
cy. “We’ll see that reinsurers will 
gradually pay more attention to 
aggregates in natural hazards in 
Auto and Property covers in gener-
al”, concluded Cavallero. (Trans-
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lation by Mauricio Kitaigorodzki, 
maurikitai@gmail.com) 

BRAZIL
Mandatory Audits Required as 
from January 2015
The Private Insurance National 
Council (CNSP) ruled unanimously 
at its last meeting that, starting in 
January 2015, all insurers, reinsur-
ers, complementary pension fund 
managers capitalization com-
panies will be required to carry 
out annual independent actuarial 
audits. 

It was also approved that 
companies may not retain the 
UCOG�CWFKVQTU�HQT�OQTG�VJCP�ƒXG�
years.

6JGUG�CWFKVU�UJCNN�DG�ūURGEKƒE�
and exhaustive” and must eval-
uate companies’ main actuarial 
procedures and calculations of 

underwriting reserves, data bases, 
retention limits, minimum required 
capital and other issues affecting 
the company’s solvency.

LATIN AMERICA
Aspen Opens U.S. Rep Office to 
Handle Growing Latin America 
Energy Sector
Aspen Insurance opened a 
TGRTGUGPVCVKQP�QHƒEG�KP�/KCOK�
to increase its presence in the 
growing Latin American market. 
6JKU�PGY�QHƒEG�YKNN�UGTXG�VJG�.CVKP�
American energy market while 
at the same time expand its U.S. 
capabilities.

Tony Carroll, executive VP 
and head of marine, energy and 
building risks, said that “with the 
recent appointment of Gary Wind-
sor to head our expansion in the 
Latin American energy insurance 
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segment we are building a team 
focused on providing leading ex-
perience in the industry and local 
know how to support the growing 
demand of energy risk solutions 
over the region. Aspen’s Miami 
will start writing business in July 
2014”.

Mario Vitale, CEO of Aspen 
Insurance, added that “this is an 
important step in our expansion of 
insurance operations in selected 
markets around the world, and we 
also intend to launch additional 
products in Latin America”.

UNITED STATES
The Problem of Relationship 
Inertia with the Reinsurance 
Broker
If you have to overpay for your 
reinsurance to maintain a ‘long 
term relationship with your broker’, 
ECPŨV�[QW�ƒPF�C�NGUU�GZRGPUKXG�
relationship?

Reinsurance Intermediaries 
(brokers) are licensed and sup-
posedly regulated by the various 
States’ Insurance Commissioners. 
However, substantial enforcement 
action against intermediaries 
historically comes via various 
States Attorney’s General. In 
insurance circles, it is common 
knowledge and well remembered 
that Elliot Spitzer, then AG of 
NY took Marsh to task for its 
broker subsidiary, Guy Carpenter’s 
alleged self-serving practices, and 
for the $850,000,000 settlement.  
Another settled allegation against 
Guy Carpenter come from Attor-
ney General Richard Blumenthal 
of Connecticut.  Guy Carpenter 
again denied any wrongdoing, but 
settled for $4.25 million.  

In the Attorney General Settle-
ment Agreement for the Attorneys 
General of Florida, Hawaii, Mary-
land, Michigan, Oregon, Texas, 
West Virginia, Massachusetts and 
Pennsylvania, Marsh settled for its 
alleged deceptive practices in the 

suits? The weight of the suit by 
the Connecticut Attorney General 
KU�PQV�DCUGF�QP�ƒFWEKCT[�DTGCEJ��
CNVJQWIJ�DTGCEJ�QH�ƒFWEKCT[�
duty is alleged, but statutory – 
including violation of the State’s 
Deceptive Trade Practices and 
Price Fixing. (Herein for CT - Con-
necticut Unfair Trade Practices 
Act §§ 35-32(a) and (c) (2), 35-38, 
42-100m and 42-110o.) 

How and why did this hap-
pen? – The Connecticut Attorney 
General provides in his summary 
of the case:

1. “Because of the unregulated na-
ture of the reinsurance industry”.  
(i.e., and apparently the “laissez 
faire” attitude by the Commis-
sioner in regulating licensed 
reinsurance brokers.)

2. ̻7KH�VSHFLͧF�FOLHQWHOH�DW�ZKLFK�
WKH�FRQVSLUDF\�ZDV�DLPHG̼ – (i.e., 
not sophisticated).

3. “Guy Carpenters dominant 
position as a broker in the United 
States for small to mid-sized 
insurance companies.”  

4. “The inertia inherent in the 
industry” (i.e. the long-term 
relationship of the Broker with 
the ceding company and over 
reliance on the broker by the 
ceding company) 

The complaint summary 
further provides:  “As part of the 
scheme, Guy Carpenter exploited 
a group of approximately 170 
LQVXUDQFH�FRPSDQLHV�E\�ZLWKKROGLQJ�
critical information and leading 
them to believe that Guy Carpenter 
was acting in their best interests 
when in fact Guy Carpenter was at 
all times working to enhance and 
PDLQWDLQ�WKH�SURͧWDELOLW\�RI�WKH�
reinsurers and of course, itself” 
(Emphasis added)

Understanding the mindset 
that the broker believes it has no 
ƒFWEKCT[�FWV[�VQ�VJG�EGFKPI�EQO-
pany, and the realization that the 
small to mid-sized company’s iner-

amount of seven million dollars 
($7,000,000).

A federal judge approved an 
$88 million settlement between 
Marsh & McLennan Cos. and a 
group of plaintiffs in a lawsuit 
stemming from bid-rigging inves-
tigations in 2004 and 2005. The 
settlement approved by Judge 
Garrett E. Brown Jr. of the U.S. 
District Court for New Jersey in 
Newark, provided $69 million in 
payments to the plaintiffs, includ-
ing $7 million in administrative 
costs, and $19 million in legal fees, 
according to court documents. 
The settlement resolved federal 
class-action claims by policyhold-
ers against Marsh arising from the 
events of the fall of 2004, Marsh 
Inc., MMCs brokerage unit, (Guy 
Carpenter).

The above list is not exhaus-
VKXG��DWV�YJCV�+�ƒPF�KPVGTGUVKPI�KU��KV�
is the Attorneys General taking the 
lead and not the Insurance Com-
missioner in bringing enforcement 
actions against the reinsurance 
broker. The allegations include 
that Guy Carpenter conspired with 
TGKPUWTGTU�VQ�ƒZ�RTKEGU��TCVJGT�VJCP�
seeking competitive quotes. As 
a result of the alleged schemes, 
insurance buyers allegedly paid up 
to 40 percent more for coverage.   
Perhaps there are political reasons 
why the AG takes the lead on 
reinsurance broker enforcement 
actions, for while less than 25 
percent of Commissioners are 
elected, most AG’s are elected.

In the recent case Work-
men’s Auto Insurance Co. v. Guy 
Carpenter & Co., (B211660 (c/w 
B213853)) Guy Carpenter argued 
VJCV�KV�FQGU�PQV�QYG�C�ƒFWEKCT[�
duty to the ceding company, 
including the duty to NOT inflate 
its commissions, and the court 
agreed.  

If it has no duty to not inflate 
its commissions, what is the basis 
for the Attorneys General law 
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tia with its reinsurance broker, the 
criticism expressed in the October 
14, 2007 issue of Business Insur-
ance by the Insurance Information 
Institute (I.I.I.) when speaking of 
the Connecticut Attorney General’s 
UWKV�VJCV�ūŲKV�KU�FKHƒEWNV�VQ�DGNKGXG�
that these organizations were 
systematically being overcharged 
for decades and didn’t go off with 
another broker”, demonstrates 
the widespread ignorance within 
the insurance industry itself. 
The I.I.I. obviously is unaware of 
what “inertia” in the reinsurance 
brokered market entails. It is not 
FKHƒEWNV�CV�CNN�VQ�WPFGTUVCPF�YJ[�
small to mid-sized companies can 
be overcharged for decades by its 
broker.

For many small to mid-sized 
companies there is the overriding 
element of misplaced trust in 
the broker and a gross misun-
derstanding of their own duties. 
The broker rolls into town several 
times a year, and schmoozes the 
FKTGEVQTU�CPF�QHƒEGTU�CPF�KP�VJG�
minds of these naïve clientele, 
they become vast forever friends.  
6JG�QHƒEGTU�CPF�FKTGEVQTU�DGNKGXG�
that the broker is working for them 
concerning a subject they know 
too little about (reinsurance), and 
they would never dream that their 
good buddies would overcharge 
them or allow them to overpay.  
Such naivety might be less of an 
KUUWG�KH�VJG�QHƒEGTU�CPF�FKTGEVQTU�
were spending their own money, 
but they are running a business 
CPF�JCXG�C�ƒFWEKCT[�FWV[�VQ�VJG�
policyholders or stockholders. It 
would also have less impact if 
rates charged policyholders did 
not include an element for the 
costs of reinsurance.

%NGCTN[��CRCTV�HTQO�C�ƒFWEKCT[�
duty to the policyholders or stock-
holders as a reason to recover 
what it overpaid, the Commis-
sioner should very much take an 
interest in the subject of Broker 
inertia and overpayment recovery. 

Insurance Companies take into ac-
count the costs of reinsurance; if 
the insurance company mistaken-
ly pays too much for reinsurance, 
then the rates it charges may also 
be too high. The commissioner is 
charged with assuring that rates 
are adequate yet not excessive. 
Failing to adequately regulate 
brokers provides the means and 
opportunity for overpayment by 
inertia bound small to medium 
sized ceding companies, albeit it 
often by ignorance on the part of 
such ceding company.  According 
to the Casualty Actuarial Society’s 
Principles of Ratemaking, a rate 
is “an estimate of the expected 
value of future costs, provides 
for all costs associated with the 
transfer of risk, and provides 
for the costs associated with an 
individual risk transfer.” (Emphasis 
added) Reinsurance is a cost of 
doing business associated with 
the transfer of risk.

I can attest to the misplaced 
blind loyalty of the small to 
mid-sized ceding company to its 
broker, and how it will ignore its 
QYP�ƒFWEKCT[�FWVKGU�KP�TGEQXGTKPI�
overpaid funds because as some 
have been told by the broker, if 
recovery of overpaid funds is 
perused:

1. The reinsurers will immediately 
ƒNG�HQT�CTDKVTCVKQP��CPF�QT

2. The reinsurers will immediately 
increase its rates.

That is, when there has been 
an overpayment for the treaty for 
years because of improper inuring 
and/or accounting in determining 
the subject base, and this is in fact 
GXGP�EQPƒTOGF�KP�YTKVKPI�D[�VJG�
broker to the ceding company, the 
ceding company is “advised” that 
to try to recover the over payment 
will lead to increased reinsurance 
rates.

Is this correct, do reinsurance 
companies really depend on igno-
rant ceding companies overpaying 

them in their rate setting process 
or is something else at work here? 
The reinsurance companies I 
checked with actually prefer ac-
curacy to ignorance.  Additionally, 
how is it that the broker allegedly 
speaks on the behalf of the rein-
surers? That should be the “inertia 
bound small to medium compa-
nies” big clue that their broker may 
not actually be “working for them”. 
Why would your long-term best 
buddy be trying to talk you out 
of getting a refund for what you 
overpaid?

Herein the interests of the bro-
ker and the interests of the inertia 
bound small to medium sized ced-
ing company are in conflict, and it 
is entirely appropriate for Commis-
sioners to forcefully address this 
conflict.  At the same time advice 
is given to the small to mid-sized 
ceding company that recovery of 
overpaid premiums will result in 
their rates being increased, Guy 
Carpenter is being quoted as:

1. “Guy Carpenter & Co. has 
reported that reinsurance rates-
on-line fell at the January 1, 
2014 renewal in nearly all class-
es and regions.”  (Insurance 
Journal, December 30, 2013)

2. “Plentiful capacity kept rates in 
check across most business 
lines and geographies during 
the April 1 reinsurance renew-
als”, reinsurance intermediary 
Guy Carpenter & Co., L.L.C. in a 
statement Thursday. (Business 
Insurance April 10, 2014)

3. “Guy Carpenter & Co. L.L.C. 
on Tuesday said downward 
pressure on reinsurance rates 
has increased since the June 1 
renewal.” (Business Insurance, 
June 3. 2014)

The stability and downward 
trend is stated as due to “alter-
native sources of capital, strong 
reinsurer balance sheets, low loss 
levels, plentiful capacity, and an 
unprecedented influx of conver-
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gence capital” - If this is all true 
for the general market as stated 
D[�)W[�%CTRGPVGT��+�ƒPF�KV�JCTF�VQ�
believe that if the small to mid-
sized ceding company recovered 
what it overpaid, that this trend 
would be reversed and its rates 
would go up. 

The fact is, the broker is paid 
a commission on the premium 
amount paid, and lower premi-
ums mean lower commissions. 
It actually means that the broker 
could have to give back its com-
mission on the overpayment if the 
ceding company pushed to get 
its overpayment back. The ceding 
company’ usually expresses its 
reluctance to recover overpaid 
premiums after speaking with 
its broker as “we really value our 
relationship with our broker”… how 
is that relationship threatened by 
recovering what was never owed? 
(They are really expressing Inertia 
– a body at rest tends to remain 
at rest & status quo is more 
comfortable than change, as well 
as expressing ignorance and fear). 
The Connecticut Attorney General 
EQTTGEVN[�KFGPVKƒGF�VJG�KPGTVKC�
problem. As if the relationship with 
a reinsurance broker is a person-
al friendship and not business 
relationship.

Suppose that instead of an 
overpayment of premium, the 
ceding company underutilized 
the treaty program.  For exam-
ple, suppose a ceding company 
OKUENCUUKƒGF�NQUUGU�CPF�HCKNGF�
to include some losses in a cat 
recovery. Recovery on missed 
claims is generally met with a lot 
less resistance from the broker 
than recovery due to overpaid pre-
mium…and you may have already 
guessed why there is no negative 
commission incentive for the 
broker to argue otherwise.  

The Connecticut Attorney 
General recognizes that inertia is 
an issue, lending itself to decades 
of misplaced loyalty… so why not 

reinsurance broker inertia and the 
NAIC not?

Why does the NAIC imagine a 
danger of overfamiliarity by a CPA 
with a ceding company, and yet 
not address the very real danger 
of overfamiliarity of a reinsurance 
broker with a ceding company, 
even after the issue is pointed out 
by various Attorneys’ General?

From my own experience 
I know that reinsurance bro-
kers will rise to the occasion of 
competition when it is introduced; 
however, the inertia of the small 
to mid-sized client in the broker 
relationship stifles the introduc-
tion of competition. Getting the 
Insurance Commissioner more 
actively involved in the oversight 
of the reinsurance broker will spur 
competition.  

One manager I know initiated 
a “sunset” review on every vendor 
the company uses, be it claims, 
accounting or reinsurance broker.  
Every vendor relationship is put 
out for bid every several years. 
That is a very good risk man-
agement technique; it keeps the 
vendors on their toes. She realizes 
that she is running a business, she 
may like the vendor, but the rela-
tionship is not a personal friend-
ship and it ends when another 
vendor can provide better or less 
expensive service to the company 
she is managing.

Indeed the company she runs 
is very small, she does not depend 
on the Commissioner to oversee 
the reinsurance broker, and she 
had no hesitation in recovering 

do something about it? It is a fact 
that there is nothing like a little 
sunshine to cleanse away stain.

Comparing the ethical stan-
dards required of a CPA and those 
QH�C�TGKPUWTCPEG�DTQMGT��YG�ƒPF�
that:

The AICPA has code of 
professional conduct of 176 
pages of rules and standards.  The 
reinsurance broker has an attitude 
CPF�KV�JCU�DGGP�EQPƒTOGF�KP�EQWTV�
that it owes the ceding company 
PQ�ƒFWEKCT[�FWV[��6Q�DGEQOG�C�
CPA demands a rigorous system 
of educational pursuits simply to 
qualify to take the exam. A reinsur-
ance broker has no standardized 
demands for educational pursuits.

Knowing this, we must ask 
the NAIC - why must a ceding 
company change its leading CPA 
for its annual statement purposes 
CV�NGCUV�GXGT[�ƒXG�[GCTU�
0#+%�
Annual Financial Reporting Model 
Regulation Section 7 D (1)) and 
yet the reinsurance broker may 
remain the broker for an unlimited 
amount of time? Why is it that the 
DTQMGT�YJQ�JCU�PQ�ƒFWEKCT[�FWV[��
no written rules of professional 
conduct, no rigorous educational 
standards and who is responsible 
for year in and year out selling 
the ceding company its largest 
purchase able to maintain such 
inertia and yet the highly trained 
and ethics bound CPA must be 
EJCPIGF�CV�NGCUV�GXGT[�ƒXG�[GCTU!��
What sense does that make?   

Why does the Connecticut 
Attorney General recognize the 
URGEKƒE�RTQDNGOU�CUUQEKCVGF�YKVJ�

For many small to mid-sized companies there 
is the overriding element of misplaced trust in 
the broker and a gross misunderstanding of their 
own duties. 
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what the company overpaid. She 
also did not have her broker telling 
her that her premiums would be 
increased and in fact a Lloyds syn-
dicate advised her that the credit 
she showed from them had never 
been paid, and so it sent funds 
beyond what she asked for. Kudos 
to the Lloyd’s Syndicate for its 
honesty and for a clear indication 
that the Broker does not speak for 
them on the issue of recovery for 
overpayments.    

From a business perspective, 
these small to mid-sized compa-
nies understand their upstream 
position in their downstream to 
their policyholders.  They would 
never dream of telling their 
marketing force that if a policy-
holder downstream overpays his 
premium and then seeks a refund 
of the amount overpaid, you are to 
advise them that we will increase 
their rates. That is an absurd posi-
tion to take and an even more ab-
surd position to express.  So why 
do many of the small to mid-sized 
companies not realize that they 
are the downstream consumer 
for the reinsurance product?  Why 
do many of them accept what a 
broker tells them that which they 
would not tolerate coming from 
their own marketing force?  

If they did understand their 
position as the downstream 
marketing stream, these small to 
mid-sized companies would be 
exhibiting cognitive dissonance. 
Cognitive dissonance refers to 
a situation involving conflicting 
attitudes, beliefs or behaviors. This 
normally produces a feeling of 
discomfort leading to an alteration 
in one of the attitudes, beliefs or 
behaviors to reduce the discom-
fort and restore balance The 
absence of widespread feelings 
of discomfort leading to changed 
behavior amongst these small 
to mid-size companies tells me 
that they do not fully comprehend 
their position as the downstream 

%UXFH�+HƨQHU��%UXFH�LV�DQ�DWWRUQH\�
WKDW�KDV�D�VLJQLƩFDQW�EDFNJURXQG�
ZLWK�VXEVWDQWLDO�EXVLQHVV�H[SHUL-
HQFH�LQ�LQVXUDQFH�DQG�UHLQVXUDQFH��
XQGHUZULWLQJ��FODLPV��ULVN�PDQDJH-
PHQW��FRUSRUDWH�PDQDJHPHQW��DX-
GLWLQJ��DGPLQLVWUDWLYH�	�UHJXODWRU\�
H[SHULHQFH��+H�LV�SUHVHQWO\�JHQHU-
DO�FRXQVHO�DQG�PDQDJLQJ�PHPEHU�
IRU�%RRPHUDQJ�5HFRYHULHV��//&��D�
UHLQVXUDQFH�ULVN�PDQDJHPHQW�FRP-
SDQ\��VSHFLDOL]LQJ�LQ�UHLQVXUDQFH�
UHYLHZ��UHFDVWLQJ��DQG�UHFRYHU\��
EUXFH#ERRPHUDQJUHFRYHULHV�FRP

consumer.

The longer customers stay 
with a company, the more likely 
they are to pay more than they 
PGGF�VQ��UCKF�VJG�6GZCU�1HƒEG�QH�
Public Insurance Counsel. In a 
survey released in 2012, Deloitte, 
the accounting and consulting 
ƒTO��HQWPF�VJCV����RGTEGPV�QH�
auto owners and 45 percent of 
homeowners had never switched 
insurers, with people under 35 
years old twice as likely to change 
auto insurers as those over 50. 
About 60 percent of consumers 
said they never or only rarely 
shopped for alternatives to their 
auto or homeowners’ insurance.

The reason?  Inertia… sound 
familiar?  Why do small to mid-
sized companies know and believe 
this when it applies to their con-
sumers, but somehow that it does 
not apply to them as consumers?

Thank goodness for the 
Attorneys General! But like the 
oncologist, he can only “after the 
fact” addresses the problem. In 
my opinion, preventive medicine 
is called for.  I propose that a 
model law similar to that applied 
to CPA’s, needs to be applied to re-
insurance brokers.  I also suggest 
that Commissioners need to be 
aware of and get involved quickly 
if the ceding companies they 
regulate do not pursue recovering 
known overpayment of reinsur-
ance premiums.

While the duties of the Com-
missioner position vary from state 
to state, their general role is as 
a consumer protection advocate 
and insurance regulator. Some-
times it’s easy to forget that the 
domestic companies they oversee 
are also consumers that need 
protection. 

Clearly, as demonstrated by 
the various settlements, there is 
a need for the Commissioner to 
be pro active and more effectively 
regulating reinsurance brokers. 

AMERICAS | THE INSURANCE RESEARCH LETTER
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INSURANCE COVERAGE FOR 
CROWDFUNDING
On April 5, 2012, the Jumpstart 
Our Business Startups (JOBS) Act 
was signed into law by Presi-
dent Barack Obama.  The stated 
purpose of the Act is to “increase 
American job creation and 
economic growth by improving ac-
cess to the public capital markets 
for emerging growth companies.”  
On October 23, 2013, the SEC 
released proposed rules establish-
ing a framework for crowdfunding 
offerings which have been regulat-
ed under the JOBS Act.  The public 
comment period for the proposed 
rules ended on February 3, 2014.  
On April 10, 2014, the Investor 
Advisory Committee voted unani-
mously to ask the SEC to adopt a 
series of recommendations to the 
proposed crowdfunding rules.

While the term “crowdfund-
KPIŬ�KU�PQV�FGƒPGF�KP�VJG�,1$5�
Act, it is commonly understood 
to mean the collective actions of 
people who pool their money and 
other resources together, usually 
via the internet, to support the 
efforts of others.  Websites such 
as Kickstarter and IndieGoGo are 
popular examples of web-based 
crowdfunding sites.

Now, as the investing public 
awaits SEC guidance on crowd-
funding regulations, the moment 
should not pass without acknowl-
edging that the implementation of 
VJG�TWNGU�OC[�TGUWNV�KP�UKIPKƒECPV�
liability for issuers and intermedi-
aries, as well as the directors and 
QHƒEGTU�QH�UWEJ�EQORCPKGU�

Insurance Issues associated 
with the SEC’s Crowdfunding 
Regulations

It has suggested that the 
JOBS Act will have the conse-
quences of increasing IPOs, in-
ETGCUKPI�RTKXCVG�EQORCP[�ƒPCPE-
ing flexibility, increasing securities 
litigation, and causing risk averse 
companies to elect to make more 

complete disclosures.

These issues are expected to 
have insurance implications in a 
number of important ways.  First, 
the traditional distinction between 
public and private companies in 
D&O policies will be blurred by the 
emergence of seemingly private 
companies, crowdfunded compa-
nies that are not publicly traded, 
yet exposed to more stringent 
disclosure requirements than a 
typical private company.  Policy-
holders will therefore need to en-
sure that their insurance coverage 
covers their form of the company 
including any hybrid public-private 
company.

This is critical as some D&O 
policies for private companies 
contain exclusions pertaining to 
securities claims or “offerings”.  
Policyholders that may engage in 
crowdfunding activities will want 
to ensure that such activities are 
covered.

Second, policyholders will also 
want to ensure that the pertinent 
FGƒPKVKQP�QH�ūNQUUŬ�EQXGTU�NQUUGU�
which might arise out of crowd-
funding.  For example, some poli-
cies contain exclusions pertaining 
to disgorgement or, as aforemen-
tioned, securities claims.  While 
policy language can vary widely, 
it is important for those engaged 
in crowdfunding to have coverage 
in the event of a suit by investors 
which could necessarily entail 
the reimbursement of invested 
capital.

Third, policyholders should 
closely analyze any fraud or 
dishonesty exclusions, if present 
in any pertinent policies, to ensure 
that the insurance company will 
not seek to bar coverage in the 
event that investors assert fraud 
claims in connection with crowd-
funding. ISN 
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REGIONAL COMMENTARY (UNITED KINGDOM) 
Low level of broker satisfaction of UK mid-market claims 
performance
The United Kingdom is ranked fourth in the world of com-
mercial insurance premiums. Besides the global giants such 
as BP, Rio Tinto, GlaxoSmithKline and quite a few other well-
known corporations, the middle market represents a large 
chunk of the $30 billion in premiums booked in the country. 
9JKNG��KPFKXKFWCNN[��OKF�OCTMGV�ƒTOU�CTG�PQV�CDNG�VQ�GZGTEKUG�
the same amount of clout as the multinationals, this is 
YJGTG�QPG�YKNN�ƒPF�VJG�DTGCF�CPF�DWVVGT�DWUKPGUU�YJKEJ�
insurance carriers regard as loyal and comfortable.

It is therefore surprising that a recent survey in the brok-
ing community of Mid-Market Claims Performance showed 
VJCV�QPN[�ƒXG�ECTTKGTU�KP�VJG�YJQNG�EQWPVT[�TGEGKXGF�C�PGV�
RQUKVKXG�UCVKUHCEVKQP�UEQTG��ū6JG�OQUV�UVTKMKPI�ƒPFKPI�HTQO�
the study is the wide variance in service levels delivered by 
insurers in the mid-market space,” said Ben Bolton, CEO of 
Gracechurch Consulting (http://www.gracechurchconsult-
ing.co.uk/) who conducted the survey. “The study shows 
clear gaps between some insurance brands who are ‘go 
to’ businesses for placing risk but whose claims service is 
pretty weak.” The most frequently mentioned areas for im-
provement were poor communication, cases being passed 
through numerous handlers and low quality outsourcing 
operations.

This is a timely reminder to the carrier market that it 
needs to pull its socks up. The promise to pay is what insur-
ance companies sell to their clients. Equally important are 
the speed and quality of communication and knowledge-
able and personable claims teams who help the customer 
through the claims process. It is good that every now and 
then service providers, many of whom are large bureaucra-
cies, are given a reality check.

UNITED KINGDOM
International Adjusting conference faces up to the com-
munications challenge when dealing with catastrophe 
claims
Communications have never been more important – or 
more complex – when dealing with catastrophe claims del-
egates at the International Federation of Adjusting Associa-
tions 5th Educational Conference were told.

“This is the instant communication age”, Phil Godwin, 
Senior Claims Manager at Lloyd’s told the conference in 
London last week. “We need to be very alert to the demands 
this places on us when dealing with catastrophes. For 
instance, we need to factor in how we will deal with social 
media which has grown in importance in the last few years”.

Felipe Hoetz, the new IFAA president, representing 
ALOSI in Chile, underlined this from his experience of the re-
cent severe earthquakes in his country. He said the Chilean 
insurance association quickly realized the key role social 
media would play in communicating with people who were 
affected and so it set up a team to monitor the main social 
media channels and respond directly using them.

The complexity of the communication challenge was a 
key theme of the panel session too.

Spencer Clark, Managing Director of Concordia Char-
VGTGF�.QUU�#FLWUVGTU��KFGPVKƒGF�UGXGTCN�PCVKQPCN�CPF�KPVGTPC-
tional political challenges faced by adjusters and insurers 
responding to catastrophe claims. Mr. Clark highlighted the 
FKHƒEWNVKGU�GPEQWPVGTGF�YKVJ�TGKPUWTCPEG�TGEQXGTKGU�CPF�VJG�
importance of insurance companies working with govern-
ments to recover claims costs wherever possible. 

/KMG�,QPGU��%JKGH�1RGTCVKPI�1HƒEGT�QH�)#$�4QDKPU��
said that the way the recent UK floods developed a political 
dimension made them very different to other major claims 
in the UK: “We had to learn very quickly as an industry how 
VQ�TGURQPF�VQ�UKIPKƒECPV�RQNKVKECN�KPVGTXGPVKQP��GXGP�CU�VJG�
situation on the ground was still developing.”

The London riots of 2011 had thrown up another com-
munication challenge that the insurance industry needs 
to deal with better said Jonathan Clark, head of business 
solutions & syndicate claims management at SCOR’s UK 
branch: “There are 26 languages in Tottenham where the 
riots started and insurers sent people who were fluent in 
just one of them”.

Mr. Hoetz said the language problem can be a major 
challenge when dealing with catastrophes: “As soon as I 
was nominated by my company as the lead person in Chile 
for the earthquake my inbox was full of messages from the 
overseas owners of businesses based in Chile. I had mes-
sages in all sorts of languages including Chinese, Arabic 
and some I didn’t even know what they were”.

The president of the UK’s Chartered Institute of Loss 

~ Mr. George Worsley,  
ACII, Chartered Insurance Practitioner,  
Director, Worldwide Risk Solutions;  
george.worsley@worldwiderisksolutions.com 
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Adjusters, Candy Holland stressed the need for effective 
communication through the duration of a claim: “Loss 
CFLWUVGTU�CTG�HCPVCUVKE�CV�ƒTUV�TGURQPUG�CPF�OQUV�RGQRNG�
really appreciate that. From the policyholder view when the 
claim progresses they can feel they are left out in the cold. 
We need to ensure the communication remains very good 
all the way through the claims process”.

(Courtesy: David Worsfold, Worsfold Media Services Ltd)

7KH�,)$$�([HFXWLYH�%RDUG�IURP�WKH�OHIW�)UHG�3ODQW��&,$$��
,QFRPLQJ�,)$$�3UHVLGHQW��1LKDO�%RJDKDODQGH��6/$/$��3DVW�
3UHVLGHQW��)HOLSH�+RHW]��$/26,��,)$$�3UHVLGHQW��3DXO�0D\��
'LUHFWRU�DW�/DUJH�,)$$
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IFAA EDUCATIONAL CONFERENCE:  
REGULATION AND CULTURE
International loss adjusters who neglect vital pre-planning 
face major hurdles when jetting in to deal with the aftermath 
of natural or man-made catastrophes. This was one of the 
key messages from speakers at the International Federation 
of Adjusting Associations’ 5th Educational Conference in 
London on June 6.

The need to be fully aware of increasingly varied and 
prescriptive regulatory regimes has to sit alongside a great-
er sensitivity to local cultural differences, warned a succes-
sion of speakers at the conference.

“The cultural dynamic has an important influence on the 
outcome of a catastrophe claim,” said Phil Godwin, senior 
claims manager at Lloyd’s.

“How people locally respond to the challenge of a 
disaster is a key factor that insurers should aware of in their 
planning and response. This has to take its place alongside 
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a proper understanding of how markets operate. What 
is communication within the market like? Do the various 
elements have the ability to work together? The role of trade 
associations is important so you need to know if there is an 
effective body.

“Pre-impact conditions have a material impact on 
outcomes. You can map them and price them. Many are 
embedded, such as language, while others are dynamic, 
such as the weather.

“Regulation is especially important nowadays. Is there 
CP[�NQECN�NKEGPUKPI�QH�CFLWUVGTU!�+V�KU�VQQ�NCVG�VQ�ƒPF�VJG�
answer to that after an incident has happened,” said Mr. 
Godwin.

The need to get to grips with local regulation was 
stressed by Steve Parry, head of UK and Ireland claims at 
ACE: “20 years ago I never met a regulator. Now they are one 
QH�VJG�ƒTUV�RGQRNG�+�OGGV�YJGP�+�IQ�VQ�C�PGY�VGTTKVQT[�Ŭ

It is important that adjusters understand the local 
legal environment, said Jonathan Clark, SCOR UK’s head 
of business solutions and syndicate claims management, 
especially when asked to give advice to policyholders on 
coverage: “It is not for the adjuster to say whether a claim 
is covered. That is the responsibility of the carrier. In some 
jurisdictions it is not permitted for adjusters to give advice 
on policy coverage.”

Mr. Clark also highlighted the importance of gaining as 
much knowledge in advance of local markets as possible: 
“How do your suppliers work? How do they brief their people 
and how do they deploy their resources? Once an incident 
has occurred it is about understanding what is unique. To 
do that you need to get an overview of the incident before 
[QW�HQEWU�CVVGPVKQP�QP�VJG�URGEKƒE�TKUMU�CPF�ENCKOU�[QW�CTG�
exposed to.” 

The uniqueness of major incidents was underlined by 
Justin Crick, a partner at forensic accountants RGL, who 
contrasted the challenges adjusters faced in dealing with 
the earthquakes in New Zealand and the Thai floods.

“In New Zealand we faced massive depopulation as peo-
ple moved out of Christchurch and the challenge of dealing 
with four separate earthquakes. Working out which losses 
were caused by which earthquake was quite a challenge,” 
he said.

Nick Hyatt (pictured), vice-president of Thornton 
Tomasetti, who spent two-and-a-half years in Christchurch 
following the earthquakes, said the ambiguity caused 
by the multiple events led to mistakes being made and 
to litigation in the most complex cases. During the initial 
response phase too many buildings with small cracks were 
demolished when they could have been repaired, leading 
to unnecessarily high payouts. This underlined the impor-
tance of early involvement by loss adjusters when there are 
potential multiple events so that a proper system of triage 

1LFN�+\DWW��YLFH�SUHVLGHQW�RI�
7KRUQWRQ�7RPDVHWWL��ZKR�VSHQW�
WZR�DQG�D�KDOI�\HDUV�LQ�&KULVW-
FKXUFK�IROORZLQJ�WKH�HDUWKTXDNHV��
VDLG�WKH�DPELJXLW\�FDXVHG�E\�WKH�
PXOWLSOH�HYHQWV�OHG�WR�PLVWDNHV�
EHLQJ�PDGH�DQG�WR�OLWLJDWLRQ�LQ�WKH�
PRVW�FRPSOH[�FDVHV��



can be put in place to deal with minor damage before the 
next event hits.

In Thailand the problem was the extent of the wide 
area damage and the impact this had on inter-related 
businesses, said Mr. Crick. This was further complicated by 
the duration of the floods which took months to subside in 
some areas which meant there could be multiple dependen-
cies among manufacturers, suppliers and distributors. This 
made the calculation of losses and potential for recovery in 
revenues for business interruption claims very sensitive. He 
urged adjusters to adopt a collaborative approach to dealing 
with such claims and expressed a strong dislike of what he 
described as “ambush meetings” aimed at trying to catch 
out the insured.

There were also a range of local factors in Thailand to be 
taken into account when making decisions about whether to 
restore or replace damaged machinery, said Neil Courtney, 
managing director UK of LWG Consulting.

A lot of machinery damaged in the floods was not 
restored because of a combination of time, lack of capac-
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$&8,7<�)ODJ��
)DEULFDWLRQ��
$SULO��������

ity with manufacturer approved repairers, concerns over 
the re-instatement of warranties and availability of parts, 
he said. However, some of that machinery written off and 
replaced by insurers would subsequently be sold locally as 
NQECN�OGEJCPKEU�YGTG�QHVGP�CDNG�VQ�TGE[ENG�RCTVU�CPF�ƒPF�C�
secondary market for repaired machinery.

As important as machinery, property, business inter-
ruption and regulation are when dealing with catastrophe 
claims a recurring theme throughout the conference was 
VJCV�RGQRNG�OWUV�CNYC[U�EQOG�ƒTUV��RQYGTHWNN[�UWOOGF�WR�
by Phil Godwin: “When we think of the challenge of handling 
large catastrophe claims we need to get the context in 
focus, especially the humanitarian side. People may have 
died or been injured, they might be homeless, desperately 
worried about their families and their businesses. This will 
include your own staff. Many may have shown extraordinary 
courage such as the lady in Japan who sounded the tsuna-
mi alert in her town until it hit – she knew she was going to 
die but stayed at her post”.

(Courtesy: David Worsfold, Worsfold Media Services Ltd) ISN

continued from page 5
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Peter D. Hancock as 
President and Chief 
([HFXWLYH�2̩FHU��$,*��
effective September 1��

that its Board of Directors has 
named Peter D. Hancock (pic-
tured) as President and Chief 
'ZGEWVKXG�1HƒEGT��#+)��GHHGEVKXG�
September 1. Mr. Hancock will 
also join AIG’s Board of Direc-
tors, effective September 1. He 
currently serves as Executive 
Vice President, AIG, and Chief 
'ZGEWVKXG�1HƒEGT�QH�#+)�2TQRGTV[�
Casualty, and will succeed Robert 
H. Benmosche, who currently is 
AIG President and Chief Executive 
1HƒEGT�

Insurance industry veteran 
Bob Deutsch is joining Hamilton 
Insurance Group as chief strategy 
QHƒEGT��VJG�EQORCP[�UCKF�KP�C�
statement. Deutsch will work with 
Hamilton’s executive management 
and report to group chief exec-
WVKXG�QHƒEGT�
%'1��Brian Duper-
reault. Hamilton said that Deutsch 
will work to “identify opportunities 
for the ongoing development of 
the group’s operations outside of 

Bermuda, including both organic 
growth and strategic acquisitions.” 
Deutsch has more than 30 years’ 
experience in the insurance and 
ƒPCPEKCN�UGTXKEGU�UGEVQT��OQUV�
recently as managing director 
at GCP Capital Partners. He is 
a founder and former CEO of 
Bermuda-based property casu-
alty insurer Ironshore, former 
executive vice president and chief 
ƒPCPEKCN�QHƒEGT�
%(1��QH�CNA 
Financial, and former president, 
chief actuary and CFO of Exec-
utive Risk, a start-up company 
acquired by Chubb.

Liam McGee, chief executive 
QHƒEGT�QH�Hartford Financial 
Services Group, is stepping down 
from his post after a medical pro-
cedure. He will be replaced on July 
1 by Christopher Swift, Hartford’s 
EJKGH�ƒPCPEKCN�QHƒEGT��/E)GG�YKNN�
keep his position as executive 
chairman of Hartford until the next 
annual shareholders meeting. ISN 
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Quotes of the Month
“If your ship doesn’t come in,  
swim out to it!”  

~ Jonathan Winters (November 11, 1925 – April 11, 2013). 
Jonathan Harshman Winters III was an American comedian, 
actor, author, and artist.

Did you know?
• ASEAN4 refers to Indonesia, Malaysia, the Philippines, and 

Thailand while Vn is Vietnam.

• ISN’s Country & City Telephone codes and time zones is the 
second most visited page worldwide. Bookmark  
http://www.isn-inc.com/countryinfo/phone_time.aspx 

ISN

GMG
Underwriters, LLC

Insurance specialists for foreign package,
K&R, accident, DBA and political risk

www.gmgunderwriters.com | 215.867.3764
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AFTER THE EVENT LITIGATION INSURANCE
After the event (ATE) litigation insurance is a form of legal 
expenses policy taken out by individuals and SMEs – small 
and medium sized enterprises – in the United Kingdom that 
wish to claim against a third party because of an event that 
has already occurred. While the most common ATE cases 
involve claims for personal injury for motorists and medical 
malpractice, a surprisingly wide range of other forms of civil 
litigation are also insurable, and these include professional 
negligence, contractual disputes, defamation and competi-
tion law.

This cover, available in the UK but not in Germany, is 
PQV�CU�DK\CTTG�CU�OKIJV�CRRGCT�CV�ƒTUV�UKIJV��%QPXGPVKQPCN�
“before the event” insurance (BTE) covers foreseeable even-
tualities, such as disputes with the employer/ employees, 
landlord/tenant, the authorities, and so on. What, however, if 
a situation is not foreseeable? And the matter of foreseeabil-
ity itself is often an issue in claiming under a BTE policy. 

The initiative for taking out an ATE policy often comes 
from a solicitor who has been approached by someone who 
wants to sue a third party, the policy enabling the client to 
bring an action without the risk of being saddled with legal 
fees – his own and the opponent’s – should it fail. All ATE 
policies cover the solicitor’s expenses and the opponent’s 
legal costs and expenses. Some solicitors work on a contin-

WORDS AND DEFINITIONS 
TO HELP INSURANCE 
PROFESSIONALS* 

.HLWK� 
3XUYLV���

gency fee basis: that is, no win no fee. However, since April 
1, 2013 solicitors are not allowed to charge more than 100 
Percent of their normal fees if they win a case, this success 
element being much less for routine matters, and a winning 
policyholder’s own ATE premium is not recoverable from the 
opponent.

Solicitors whose clients apply for insurance receive a 
referral fee from the legal expenses insurer, and those that 
win a high proportion of their ATE cases may be granted 
underwriting authority for routine cases. Brokers may offer 
FKHƒEWNV�ECUGU�CPF�VJQUG�YKVJ�JKIJ�EQXGT�NKOKVU�VQ�UQNKEKVQTU�
YKVJ�RTQXGP�GZRGTVKUG�KP�VJKU�ƒGNF��

The sooner the cover is applied for after a dispute has 
arisen, the more likely insurance can be provided and the 
cheaper it will be, though coverage is in principle available 
TKIJV�WR�WPVKN�C�ECUG�KU�ƒTUV�JGCTF��(QT�CP�GSWKXCNGPV�CEVKQP�
the price of ATE coverage is optically higher than for BTE, 
which is hardly surprising.

It is legally permissible in the UK to have both a BTE pol-
icy and to obtain ATE coverage if need arises. Unfortunately, 
there are no statistics indicating whether the take up of ATE 
litigation insurance has affected the sale of BTE policies. 

*  Keith Purvis for Versicherungswirtschaft Nr. 6, June 2014.  
(PIA Member) ISN
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the measure that provides for the federal terrorism reinsur-
ance program. While extending the program, the measure 
approved by the panel would also differentiate between 
conventional terrorist attacks and those involving nuclear, 
biological, chemical and radiological (NBCR) weapons. For 
conventional attacks, the trigger for the federal backstop 
would be gradually raised to $500 million in losses from the 
current $100 million and private industry’s co-pay would rise 
to 20 percent of insured losses from the current 15 percent. 
The trigger and co-pay for NBCR events would remain at the 
lower levels. 

Venezuela – A German businessman has been killed 
TGEGPVN[�KP�%CTCECU�FWTKPI�C�UJQQVQWV�CV�C�ƒXG�UVCT�JQVGN��
Violence is soaring in Venezuela, and the country’s murder 
rate is among the highest in the world but most murders 
take place inside the city’s shanty towns and adjacent areas 
as a result of gang violence, theft, and stray bullets. (Source: 
HIS Jane’s 360). This incident highlights the worsening 
security environment in Caracas. The city is one of the most 
dangerous places worldwide in terms of kidnapping and 
murder.  Red24’s Global Risk Map which displays overall risk 
TCVKPIU�CPF�OQUV�UKIPKƒECPV�UGEWTKV[�VJTGCVU�D[�EQWPVT[�"�
http://goo.gl/6Ssuu1 

ISN

sarily behave like GC given the opportunity....they might or 
might not, but changing the paradigm with oversight would 
make it a non issue in the future. The idea of “inertia” is not 
limited to just Guy Carp. Although it is their select market 
(small to mid-sized) that is prone to inertia and the author 
believes they advantage themselves in the relationship. The 
author thinks in the long run the industry would be better 
served to view this as a structural problem and not just a 
one particular broker issue.

Regional Commentary (United Kingdom) / Low level 
of broker satisfaction of UK mid-market claims perfor-
mance – It is surprising that a recent survey in the broking 
community of Mid-Market Claims Performance showed that 
QPN[�ƒXG�ECTTKGTU�KP�VJG�YJQNG�EQWPVT[�TGEGKXGF�C�PGV�RQUKVKXG�
satisfaction score.

Trouble on the bridge? Is Lloyd’s abandoning its Lime 
Street ship?

The Lloyd’s insurance market is reportedly in talks with de-
velopers about a move away from its iconic One Lime Street 
headquarters, according to a report in The Sunday Times 
(UK). The newspaper said that Lloyd’s is in discussions with 
several developers but favors a move to a yet-to-be-built 
skyscraper known as Gotham City. The 36-storey tower in 
Leadenhall Street is planned for 2020, close to the current 
Lloyd’s Building in Lime Street. No agreement has been 
signed between Lloyd’s and the tower’s developer TIAA 
Henderson Real Estate and a decision could be six months 
away, the Sunday Times reported. Sources told the newspa-
per that Lloyd’s could look at other developments or use the 
proposed move to force lower rent on Ping An, the Chinese 
insurer that owns the Richard Rogers designed Lloyd’s 1986 
building. The newspaper also reported that Marsh & McLen-
nan is also in discussions with Henderson. ISN
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