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NEWS IN BRIEF More than $19.7 billion in
SL premium reported to
WSIA by 15 service offices

TWIA requests no change
to rates in required filing

U.S. P/C first quarter 2020
results in, shock to follow

See FIRST QUARTER 2020 Page 4

Based on information provided by the
Wholesale and Specialty Insurance Asso-
ciation (WSIA), the 15 stamping and ser-
vice offices across the U.S. processed more
than $19.7 billion in surplus lines premium
for the first half of 2020. This represents a
10.33 percent increase over premium filed
in the first half of 2019. None of the 15
states reported a decrease in reported pre-
mium compared with midyear 2019. Total
premium rose despite a 2.59 percent decrease
in items filed with the various service offices.

States with stamping offices accounted
for 62.7 percent of U.S. premium volume
in 2018, according to stamping office and
AM Best reports, so stamping office report-
ing provides a valuable indicator of the di-
rection of the surplus lines market overall,
said WSIA in its July 22 media release.

The largest dollar gains were in Texas,
where premium grew by $466.12 million.
Still Texas ranked third among the 15 states

with surplus lines service offices.
California’s reported premium grew by
$335.0 million, or 7.84 percent, while
Florida’s gain over midyear 2019 was
$366.17 million, or 9.65 percent. New
York, ranking fourth in surplus lines pre-
mium, grew by $131.3 million at midyear,
or 5.73 percent.

The total premium in these top four
states was $15.1 billion, or 76.7 percent of
the $19.7 billion in premium reported to
the 15 states with stamping offices. Texas
surplus line premium was nearly 20 per-
cent of the total reported and 26.0 percent
of the top four states, including California,
Florida and New York.

While total transaction count for the 15
states was down, nine states reported in-
creases. The six states reporting decreased
filings are all among the top seven surplus

See WSIA MIDYEAR RESULTS Page 11

Board awaits opinion
of independent actuary

Even without the in-person public and
political pressure to suppress rates that
occurs when the Texas Windstorm Insur-
ance Association board of directors meets
in August in Corpus Christi, the board
voted Aug. 4 to send its required rate fil-
ing to the Texas Department of Insurance
at a zero percent change. The board’s rec-
ommendation not to impose any rate in-
crease echoed the same recommendation
made by the Actuarial and Underwriting
Committee in a 6-1 vote when it met on
July 21.

The zero change recommendation was
made despite a staff analysis indicating that
residential rates are 44 percent inadequate
and commercial rates are 49 percent inad-
equate. An independent rate analysis was

not ready in time for the board meeting im-
mediately preceding the Aug. 15 deadline
for TWIA’s required annual rate filing.

The board meeting on Aug. 4 was held
virtually, drawing considerably less vocal
opposition to a rate increase than in previ-
ous years. Still, two state lawmakers and
three other coastal community leaders ar-
gued against any increase in TWIA’s rates
during the public comment period held
prior to the board’s discussion of the mat-
ter.

Rep. Mayes Middleton, R-Wallisville
(near Galveston) and Rep. Todd Hunter, R-
Corpus Christi, weighed in opposing a rate
increase for TWIA policyholders.

Middleton, an attorney, opposed any
increase on behalf of “homeowners and
businesses who are already struggling.”
Middleton said the secret of TWIA’s

See TWIA RATE FILING Page 2

The first quarter 2020 data, in compari-
son to both the previous quarter and the
first quarters of prior years, gave little hint
of the shock that was to follow in 2020’s
second quarter. Indeed, for the property/
casualty insurance industry, the first quar-
ter of 2020 generally went well.

Although there were some bumps in the
road – policyholders’ surplus fell by $75.9
billion, or 9.0 percent, from the 2019 year-
end level – most measures of financial re-
sults (premiums, underwriting results, in-
vestments, surplus level in relation to new
written premiums and profitability) were
positive.

That is the broad view of the U.S. P/C
industry’s first quarter results expressed by
the Information Insurance Institute in its

discussion of the key drivers of the 2020
first quarter’s performance. The Triple I’s
commentary was released July 28, the same
day that the industry results were released
by ISO, a Verisk Analytics company, and
the American Property Casualty Insurance
Association (APCIA). The industry’s re-
sults were reported by Neil Spector, presi-
dent, ISO, and Robert Gordon, senior vice
president, Policy, Research and Interna-
tional, APCIA.
Premiums

Property casualty insurers measure pre-
mium income in three ways, each of which
gives a different insight into industry ac-
tivity, according to Triple I’s commentary.

CORRECTION: TDI requires 10-day
meeting notice for SLTX board

In the July issue, the Texas Surplus
Line Reporter stated that the Texas De-
partment of Insurance “must receive six
days’ notice for the SLTX board to hold
a meeting.” TDI actually wants the
stamping office to provide notice and
meeting materials to TDI 10 days in ad-
vance of SLTX board meetings. The
Plan of Operation imposed by order of
the commissioner stated that the com-
missioner requires meeting materials
three days prior to the public notice re-
quirement, which is seven days.

PEOPLE

After announcing its expansion into
three new states, LUBA Workers’
Comp announced the promotion of
Trent Bondy to
vice president,
director of com-
pliance and the
hiring of longtime
workers’ compen-
sation executive
David Tucker as
vice president and
sales manager.
Bondy, an integral
part of LUBA’s
sales department for over 10 years, takes
on this new role as LUBA continues to
establish itself regionally, most recently
with an expansion into Oklahoma, Ten-
nessee, and Alabama, bringing the total

number of states
LUBA serves to
seven, including
Texas, Louisiana,
Arkansas and Mis-
sissippi. Among
other things, Bondy
will oversee
LUBA’s multistate
regulatory obliga-
tions. Tucker, a
Nicholls State

alumnus, serves on the Better Business
Bureau of South Central Louisiana Board
of Directors and is involved in the
Northshore Food Bank, which is focused
on feeding school age children in
Covington, Louisiana. “David Tucker
brings more than a decade of insurance
industry experience with him, including
agency relations, risk mitigation, opera-
tions, underwriting, and safety services,”
said David Bondy, founder and CEO of
LUBA Workers’ Comp.

On Aug. 4, the Coalition Against In-
surance Fraud announced that
Arinze Ifekauche has joined the as-
sociation as director of communica-
tions. He joins Jim Quiggle, senior di-
rector of communications, who retires
at the end of this year. Ifekauche joins
the Coalition with experience in public
policy, politics and communications.

Tucker

Bondy

London waits
for COVID-19

court decision,
bankruptcy
or triumph?

London Views
By LEN WILKINS

London correspondent

Usually in August London insurers
are on the beach enjoying a break in the
sun. This year, the COVID-19 crisis
stopped the beach break in two ways –
first it’s difficult to travel abroad, and
second London’s attention has been fo-
cused on the U.K.’s High Court.

The landmark court case between the
Financial Conduct Authority and eight
insurers over disputed U.K. business in-
terruption losses caused by the coro-
navirus pandemic concluded recently. A
draft decision is expected in mid-Sep-
tember. The result will be binding on
the eight insurers, but it will have im-
plications for scores of other insurers
and 370,000-plus policyholders.

An FCA win will be a disaster for
insurers. In some ways it would be a Pyr-
rhic victory for the policyholders in that
some insurers would face bankruptcy,
and premiums charged by the remain-
ing market would be sky-high.

The London market followed the ar-
guments with great interest and some
trepidation.

Lawyers for the FCA claim that the
measures implemented by the U.K. gov-
ernment in response to the coronavirus
was a nationwide action. They rebuked
the defendants’ lawyers for the volume
of documents (850 pages plus) submit-
ted to the court. FCA lawyers claim the
insurers’ defenses have a common
thread in that they argue COVID-19 was
not the insured peril that caused the
losses. Insurers claim, said the FCA, that
the proximate cause of the losses, the
government action, (using the “but for”
test of causation) was not insured. The
FCA lawyers argue that there is no con-
nection between the government action
and the losses to the policyholders’ busi-
nesses and that their claims should be
paid.

Insurers’ lawyers argued that the
FCA’s case blatantly ignores the facts
and contract law in order to build a spu-
rious case. One of the insurer’s lawyers
claimed that the FCA is “forcing a
square peg into a round hole.”

Insurers’ lawyers allege the FCA has
failed to show a causal connection be-
tween government action and the dis-
turbance to the insured businesses. In-
surers’ lawyers contend that there is a
vicinity requirement for a successful
claim in that there must be danger or
disturbance occurring in the locality of
the premises and the civil authority ac-
tion, which prevents access to the pre-

IIAH hosts 5th Annual Clay
Shoot for charity

See Page 6

New IWSA officers installed
during virtual meeting

See Page 12

TDI imposes new form
filing fee payable to NAIC

See Page 14

TDI disciplinary actions
for July 2020

See Page 15
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ratemaking is in hurricane modeling, which
is under review by Willis Towers Watson,
an independent actuarial firm contracted to
comment on TWIA’s rates and its reliance
on catastrophe models.

The board had intended to have results
of an independent actuarial study prior to
its Aug. 15 required rate filing, but COVID-
19 caused a shift in plans.

Willis Towers Watson was awarded the
contract later than expected, due to pan-
demic protocols that delayed the TWIA
Actuarial and Underwriting Committee’s
final interviews of the prospective firms
until June 30. The actuarial firm signed the
contract on July 6, and its work remained
in progress for the July 21 committee meet-
ing. Lisa Sukow, Willis Towers Watson,
said the firm would complete its work un-
der the contract by the end of August.

Hunter, also an attorney, reminded board
members of a letter addressed to them on the
previous Friday containing the signatures of

21 state senators and representatives, both
coastal and inland, who opposed a rate hike.
He called any rate hike at this time to be a
“financial burden, cruel and unfair.”

Others tuning in to the virtual meeting
and making public comment were Tammy
Embrey, director of intergovernmental re-
lations for the city of Corpus Christi; Pat
Avery, president and CEO of the Greater
Port Arthur Chamber of Commerce, and
Alan Wilson, executive vice president of
Charter Bank in Corpus Christi. All op-
posed any rate increase.

“The economic crisis along the coast
could not be worse. Corpus Christi is facing
the pandemic, the downtown in the oil
economy and loss of tourism,” said Embrey.

Avery said the energy-dependent Port
Arthur economy is suffering as a result of
less driving activity and loss of storage ca-
pacity for gasoline. She reminded board
members that areas of Texas other than the
coast suffer from natural catastrophes.

Wilson said, as a banker, he sees first-
hand the financial struggles of individuals.
He said, “A rate increase would be devas-
tating,” adding that it would be inappro-
priate to raise rates without the results of
the Willis Towers Watson study.

During the board’s discussion of the
required rate filing, Michael Gerik, indus-
try representative on the board, Texas Farm
Bureau, recommended postponing a deci-
sion until the Willis report becomes avail-
able. Gerik added that it is not wise for
TWIA to postpone needed rate increases
as rate deficiencies get worse each year.

Noncoastal board member Tony Schrader,
agreed with Gerik. “We will need to file an
adequate rate,” said Schrader, as he warned
about further postponement of rate increases.
Schrader is a former deputy commissioner
of the Iowa Department of insurance and the
Texas State Board of Insurance.

Board members voted to revisit the is-
sue of rates at an interim meeting of the

board to be scheduled before its Decem-
ber quarterly meeting. The board directed
its Actuarial and Underwriting Committee
to meet expeditiously once the Willis Tow-
ers Watson report is received, then agreed
to do likewise following receipt of the
committee’s recommendation.

TWIA is required by statute to make a
rate filing with TDI by Aug. 15 each year.
The annual rate filing, if greater than a five
percent increase, is subject to review and
approval by the Commissioner of Insur-
ance. Statutes also allow TWIA to make a
rate filing with TDI at any time, with sub-
stantially the same approval process. A rate
filing of greater than five percent made in
October or later may not be able to meet
statutory deadlines in order to be imple-
mented in January 2021.

The last rate increase on TWIA policies
was implemented in 2018; there were no
increases in 2017 and 2019 despite staff
analyses indicating rate inadequacies.

TWIA rate filing FROM PAGE 1
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On July 30, the board of the Surplus
Lines Stamping Office of Texas approved
the posting of a request for proposals for
legal services. The RFP specifies that a
contract for legal services will be awarded
for a three-year term, with the possibility
of two additional one-year extensions. Le-
gal work performed under the contract will
begin when all agreements between the law
firm and the board are in place, most likely
before the end of the year, said Rosemarie
Marshall, AmWINS, chairman of the SLTX
board.

Proposals were due to SLTX by 2 p.m.
on Aug. 31. Alex Gonzales, SLTX’s long-
time general counsel and partner with
Duane Morris, declined to comment if he
or his firm would be submitting a proposal.
Gonzales stated, “My firm does not dis-
close or comment on client representation
matters or client rosters.”

Gonzales’s agreement with SLTX in
2019 was for a monthly fee of $3,000, with
actual expenses and additional hours billed
at an agreed rate. Total legal payments by
SLTX in 2019 topped $590,000, almost all
to the Duane Morris firm. The unexpect-
edly turbulent 2019 brought the total legal
fees considerably above the 2019 legal fees
budget of the $36,000 retainer and other
billable hours and expenses of $186,000.

SLTX’s budget for 2020 includes
$36,000 for the legal retainer and $360,000

for additional legal fees, a 94 percent bud-
getary increase of legal fees outside the
retainer. The stamping office’s 2021 bud-
get is expected to be presented to the board
in September. Following review by the
Texas Department of Insurance under the
terms of SLTX’s new Plan of Operation,
the 2021 annual budget must be adopted
by November.

According to the stamping office’s RFP
for legal services, the monthly fee of the
proposer is expected to cover 15 to 20
hours of legal services per month, identi-
fied as “standard operational services.” The
RFP includes 13 routine services that are
expected to fall within the retainer. None
of the services recur every month. These
include assisting the board chairman and
executive director with meeting notices
prepared in accordance with the Texas
Open Meetings Act; attending and report-
ing during quarterly board meetings; at-
tending the quarterly meetings of the Fi-

nance and Audit Committee; assisting in
annual orientation for new directors; an-
nually reviewing and advising on the Plan
of Operation, and assisting the develop-
ment and annual review of organizational
bylaws, including suggesting changes re-
quired by regulatory or administrative ac-
tions.

Regular duties within the retainer also
include providing legal assistance for the
staff to respond to open record requests, in
accordance with the Texas Public Informa-
tion Act; legal review of SLTX contracts
for professional services or other vendors
for professional services, including amend-
ments; legal review of proposed or pend-
ing legislation or regulations affecting
SLTX operations, along with advice to the
board of directors and executive director;
digitization of board meeting minutes upon
approval of the board; and legal review and
revision of personnel manuals, handbooks
and benefits plans, as requested. The gen-

SLTX seeks competitive proposals for legal services contract
eral counsel will also be expected to “seek
clarification and response” from TDI on
various operational issues, such as conflict
of interest, record retention policies and
reconciliation of policy data.

SLTX expects to pay for additional
billed services, which the selected law firm
must detail and bill separately at no more
than an agreed hourly rate. The RFP enu-
merates attendance and providing testi-
mony at public hearings at TDI and the leg-
islature as likely services in this category
of duties; however, the RFP notes that
“other duties” may be required and autho-
rized by the board of directors.

Proposals will be evaluated in Septem-
ber for professional experience, team quali-
fications and cost by three board members,
then top selections will be presented to the
full board. The RFP anticipates discussion
with the highest rated firms. One or more
firms may be invited for interviews or pre-
sentations prior to awarding the contract.

NEWS IN BRIEF
FROM PAGE 1

See NEWS IN BRIEF Page 10

Ifekauche was communications director
for the Maryland Democratic Party. He
also worked on Capitol Hill, and helped
elect Marilyn Mosby as state’s attor-
ney for Baltimore City in 2014.
Ifekauche was named a 2015 Rising Star
by Campaign and Elections Magazine.
He has coordinated communications
efforts at the state, local and national
levels. Ifekauche has an undergraduate
degree from the University of Alabama
and completed his Master’s degree at Kent
State University. Ifekauche can be con-
tacted at arinze@InsuranceFraud.org.

MERGERS/ACQUISITIONS

Los Angeles-headquartered World-
wide Facilities has announced the ac-
quisition of Clearwater Underwrit-
ers, a surplus lines MGA based in
Clearwater, Florida. Clearwater Under-
writers, established in 1991, provides
flood, professional liability, personal
and commercial lines. Marsh, Berry and
Company served as financial advisor to
Worldwide Facilities in the transaction.

MEETINGS/EDUCATION

The Dallas Fort Worth Chapter of the
National African American Insurance
Association sponsored an online
panel discussion, Allyship in the
Workplace, on Aug. 6 to assist busi-
ness leaders’ understanding of the im-
portance of recognizing and developing
the talents of Black individuals in the
workplace. Panelists included Marga-
ret Redd, executive director of NAAIA
National; Omari Jahi Aarons, employ-
ment engagement strategy leader at Lib-
erty Mutual Insurance and NAAIA Bos-
ton Chapter president, and Brenda
Wells, director of Risk Management and
Insurance at East Carolina University.
The panel was moderated by Tiara
Morris, president of the Dallas-Fort

PEACHTREE©
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of Louisiana
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Direct premiums written reflect the amount
that policyholders pay for insurance. This
is a basic gauge of retail activity. Net pre-
miums written are calculated by subtract-
ing the amount insurers pay for reinsurance
from direct premiums and are, therefore, a
simple gauge of the net amount of risk that
insurers plan to assume. Net premiums
earned are derived by adjusting NPW to
reflect the insurance that was provided.
Direct premiums written and NPW are for-
ward-looking measures, while net premi-
ums earned are a backward-looking con-
cept.

-Direct premiums. Most personal di-
rect premiums and some commercial di-
rect premiums are required by law or by
terms of commerce (such as homeowners
insurance to protect a lender’s mortgage).

Therefore, as a rule, direct premiums fol-
low the changes in the number of drivers,
homes and businesses – essentially a mea-
sure of growth of the U.S. economy. This
is a loose relationship; it is more a year-
by-year than a quarter-by-quarter correla-
tion.

The U.S. economy in the first quarter
of 2020 – up to the middle of March – was
surprisingly strong. But the recognition of
the spread of the COVID-19 pandemic
brought the expansion to a screeching halt,
Triple I said, plunging the U.S. economy
into one of the steepest recessions it has
ever seen. The result was a drop in real
GDP at a 5.0 percent annual rate.

Nominal (i.e., not inflation-adjusted)
GDP shrank in the first quarter of 2020 by
3.6 percent. ISO estimates that direct pre-

miums for all lines of P/C business grew at
4.6 percent in the first quarter of 2020,
slightly faster growth than the 4.4 percent
in the first quarter of 2019. Premium rates
and exposure levels were set long before
the 2020 recession struck, so it is no sur-
prise to Triple I that the drop in nominal
GDP didn’t match the rise in DPW.

-Net premiums written. As Triple I and
others have written before, one significant
effect of the Tax Cuts and Jobs Act of 2017
for the P/C insurance industry was to boost
calculated NPW by incentivizing insurers
to reduce their reinsurance with non-U.S.
reinsurers. Thus the 2018 first quarter net
premium written growth was unusually
high (15.7 percent). In contrast, because it
was compared with an unusually high prior
quarter, the first quarter 2019 net premium
written change was a decrease of 1.1 per-
cent. But as an indicator of industry rev-
enues, the Triple I finds that this negative
net premium written growth rate is mislead-
ing; ISO suggests that, if one takes the base
for growth as the 2017 first quarter level,
the average annual net premium written
growth over the two years is 6.9 percent
per year. Using that average as a baseline,
the NPW growth for the first quarter of
2020 was 6.2 percent – essentially on trend,
Triple I wrote.

NPW growth for the major subsectors
of the industry moved in the same direc-
tion, but to different degrees. For insurers
writing predominately personal lines, pre-
miums rose by 3.0 percentage points, com-
pared to a growth rate of 4.5 percent in the
same quarter of the prior year. For those
writing mainly commercial lines (exclud-
ing mortgage and financial guaranty insur-
ers) premiums spiked by 12.1 percentage
points, compared to a decline of 9.3 per-
cent in 2019’s first quarter. And those writ-

ing balanced books of business posted net
premium written growth 3.2 percent higher
than the year-earlier quarter.

-Net premiums earned. NPE for insur-
ance that was provided in the first quarter
of 2020 was $157.7 billion, up 5.4 percent
over the first quarter of 2019. Triple I de-
scribed this as a solid increase, surpassing
the 4.6 percent growth in the first quarter
of 2019. However, Triple I noted that ISO
reported the average annual growth in NPE
over the two years from the Q1-2017 to
Q1-2019 as 7.0 percent.
LLAE and Expenses

There are two main drivers of under-
writing performance, Triple I explained,
losses and loss adjustment expenses
(LLAE) and other expenses for marketing,
underwriting and general administration.

LLAE in the first quarter of 2020 to-
taled $105.4 billion, net of reinsurance re-
coveries, up by 3.5 percent over the $101.8
billion in the first quarter of 2019. Com-
monly LLAE includes the effect of changes
in reserves for future payment of previous
claims that are still not finalized – that is,
current-year effects of prior-year claims,
Triple I said. In the first quarter of 2020,
insurers released $3.7 billion from reserves
previously set aside for prior claims but,
after re-evaluation, were not needed.

To put Q1-2020 reserve releases in re-
cent historical perspective, Triple I noted
that for the first quarter of 2019, the indus-
try reported releases of prior-year claims
reserves totaling $4.5 billion; compared to
$7.4 billion in Q1-2018, $5.5 billion in Q1-
2017 and $4.4 billion in Q1-2016. Reserve
releases contribute to underwriting profit,
Triple I commented, and reserve strength-
ening would subtract from profit.

In Triple I’s view, it can be useful to sub-
divide LLAE into claims that result from
catastrophes and those that do not. In the
first quarter of 2020, catastrophe-related
claims were $5.8 billion, up $1.0 billion
from Q1-2019. The first quarter is not nor-
mally a high-catastrophe-loss period, but
in commenting on the Q1-2017 catastro-
phe claims ($77 billion), according to
Triple I, ISO/ACPIA noted that, except for
the Northridge Earthquake claims in Q1-
1994, for the prior 68 years (from 1950
through 2017), the only other time that ca-
tastrophe losses topped $4.0 billion in the
first calendar quarter was Q1-2016, at $5.0
billion. Now, it seems to Triple I that a new
first-quarter CAT-loss trend is emerging
with five consecutive years of first-quarter
catastrophe LLAE of $4.8 billion or more.

In their report for ISO/APCIA, Spector
and Gordon pointed out that private U.S.
insurers’ net LLAE includes both their do-
mestic and foreign catastrophe losses.
However, U.S. insurers’ $5.8 billion in net
LLAE from catastrophes in first quarter
2020 is primarily attributable to catastro-
phes that struck the United States.

Net losses for non-catastrophe claims
increased by $2.6 billion, to $99.7 billion
from $97.1 billion in Q1-2019 – rising by
2.7 percent. In the absence of other forces
at work, Triple I said, one would expect
non-catastrophe LLAE to rise at the same
rate as the extent of protection provided –
as measured by net premiums earned. How-
ever, in Q1-2020, NPE rose by a larger per-
centage, 5.4 percent, over the year earlier
quarter.

General expenses grew by 10.0 percent
to $46.0 billion, compared to $41.8 billion
spent in the first quarter of 2019. Triple I
speculated that the size of this increase
could be a timing matter in that the change
from Q1-2018 to Q1-2019 was a drop of
0.5 percent. To put expenses into context,
Triple I compared them to net premiums
earned, which yields 29.1 percent in Q1-

First quarter 2020 FROM PAGE 1

See FIRST QUARTER 2020 Page 8
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Members of the Independent Insurance
Agents of Houston gathered for the
association’s Fifth Annual Clay Shoot, the
first live gathering of any agent group since
mid-March.

The event was held at the Greater Hous-
ton Sports Club, a new venue for the event,
on Aug. 7. According to event organizer,
Ayla Benavides, IIAT, the event drew a
smaller crowd than usual this year, likely a
result of the pandemic.

Top shooters for the entire course in-
cluded the team from All Risk, made up of
Joe Taylor, Brad Lind and Clay Tatum,
from All Risk, and Scott Margraves, Gulf

IIAH’s Fifth Annual Clay Shoot
brings Houston agents together

Coast Risk Management.
The HARCO team of Chris Goff, Ron

Ingles, and John Hill, from HARCO Insur-
ance Services, and J.R. Cooper, JR Manu-
facturing, won the flurry station competi-
tion.

Laura Farmer, Service Lloyds, won the
top women’s shooter award.

Proceeds of the event will benefit area
charities of Brookwood Community, a resi-
dential community for adults with func-
tional disabilities; Camp Hope, which
serves veterans with posttraumatic stress
disorder, and Company Onstage, a com-
munity theater group.

Renee Stager and David
Wuthrich, both with
Independent Insurance
Agents of Houston.

Adam Mathews, left, Dental Select, with Rodger Sumicek,
Securance, and Brian Isham, Insco. From left are John Von Frisch, Columbia Insurance Group; Byron Smith,

Columbia Insurance Group; Mike Hotchkiss, Hotchkiss Insurance; Wes
Weatherred, Hotchkiss Insurance, and Ken Hotchkiss, Hotchkiss Insurance.

From left are Charles Schraeder, Zurich NA; Mark Santos, BMB, Drew Wemyss,
CRC, and John Vincent, Zurich NA.

From left are Todd Richardson, Tina Archer and Laura Farmer, all with Service
Lloyds, with Bryan Burkhart, Russ Ewing, and Scott Hunter, Carroll Insurance.

From left, J.R.
Cooper, JR
Manufacturing;
John Hill and
Chris Goff, both
with HARCO.

From left are Kelly
Brooks, Southern

American Insurance,
with William Peachey
and Mitchell Rowell,

both with Imperial
PFS, and Keith

Meyers, also with
Southern American.

Big I Houston hosts Fifth Annual Clay Shoot at the Greater Houston Sports Club
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Higginbotham’s clay
shooting team, from
left, Jeremiah Briscoe,
Stuart Ray, Henry
Johnson and Robert
Rutherford.

Russell Laing,
left,
Pathfinder,
and John
Archer, CPro.

From left are
Brad Lind, All

Risk; Joe Taylor,
All Risk; Scott

Margraves, Gulf
Coast Risk

Management, and
Clay Tatum, All

Risk.

Chris Mata, left, Higginbotham,
with Thomas Pepper, AmWINS.

Ayla Benavides, IIAH, with
Stuart Ray, IIAH president,
Higginbotham.

Paige Addison, left, and
Danielle Teran, both with

All Risk, drive the All
Risk-sponsored snack

and beverage cart.

Steve Blanchard, left,
Blanchard Insurance,
with Cole Ehlinger and
Matt Marfisi, both with
CRC.

David Carroll,
left, Carroll
Insurance;
Brandon Frith,
Insure Point,
and Mark
Sasso, CNA.

“Your Success Is In Our Markets”

Select Insurance Markets, LP

Please contact marketing for more information:
Shawn Cox 832-274-4422 or scox@sim-ins.com

Heather Kendrick 512-423-3258 or hkendrick@sim-ins.com

Dustin Miller 832-457-0522 or dmiller@sim-ins.com

• 15+ Preferred &
Standard carriers

• Home, Auto, Umbrella

• Dwelling Fire,
Motorcycle and Boat

• BOP, Package, Auto, W/C

• Quote & Bind on-line

• No start-up
or monthly fees

www.SIM-INS.com

Providing Agents Access
To Personal & Commercial

Lines Carriers

Milo enjoys the Texas Surplus Line Re-
porter & Insurance News,

and so will you!

P.O. Box 1089 • Gretna, LA 70054

Phone: 504/371-8260 • adegraw722@aol.com

$20 For One Year
$30 For Two Years

Credit Card Payments Available Through Paypal
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Even though the surplus for the private
U.S. property/casualty insurance industry
dropped by $75.9 billion in the first quar-
ter of 2020—its largest-ever quarterly de-
cline—as the stock market suffered a ma-
jor downturn, other industry results for the
first quarter remained steady or improved
from a year earlier, according Verisk, a data
analytics provider, and the American Prop-
erty Casualty Insurance Association
(APCIA).

Since the end of the first quarter of 2020,
the COVID-19 pandemic has continued to
affect many insurers and will likely impact
underwriting results for the second quar-
ter and the remainder of the year, APCIA
said in a news release July 28.

The surplus fell to $771.9 billion as of
March 31, 2020, from the record-high
$847.8 billion at the end of 2019. This drop
was mostly driven by a decline in valua-
tions of insurers’ investments. The decline
set surplus back to mid-2018 levels.

Insurers face multiple challenges as COVID impacts unfold
Other industry results for this year’s first

quarter include net income after taxes,
which was $17.9 billion, essentially the
same as in first-quarter 2019, APCIA said.
The net underwriting gain in the first quar-
ter was $6.3 billion, a 19.9 percent increase
from a year earlier. Net written premiums
increased to $164.4 billion from $154.7 bil-
lion in first-quarter 2019, or up 6.2 percent.

While having no apparent effect on first-
quarter underwriting results, the COVID-
19 pandemic and associated economic dis-
ruptions have affected many insurers, and
the impact goes beyond the investment
losses reported in the first quarter. Based
on what is already known about the first
half of 2020 and on available forecasts,
APCIA expects significant changes in in-
sured exposures as well as in the amount
and mix of claims.

Verisk research estimates that personal
auto insurers have offered more than $13
billion in policyholder rebates and credits.

MarketStance, a Verisk solution, esti-
mates that at least one million insured busi-
nesses in the United States will fail in 2020,
and direct written premiums in commer-
cial lines will decrease 2.8 percent.

“The historic drop in industry surplus
in the first quarter was concerning for many
insurers, as it began to show the impact of
COVID-19 on their results,” said Neil
Spector, president of ISO, a Verisk business.

“But the impact of COVID-19 on the
industry is just beginning to unfold,”
Spector said, asking, “Will personal auto
insurers see the reduction in losses match-
ing the policyholder rebates and credits
offered this spring? To what extent will
commercial lines premiums be affected by
the challenges facing the economy? How will
insurers adapt and continue to serve their
customers efficiently in our new normal?”

Verisk recently created an online re-
source page at verisk.com/insurance/covid-
19/ to help insurers learn about new regu-

lations, read about critical insights, and
discover new products being created to
address the effects of COVID-19. Verisk
also recently launched a web page that pro-
vides strategies for personal lines insurers
in the new normal: verisk.com/newnormal.

“Property/casualty insurers started the
year with solid net written premium growth,
but that was the calm before the storm,”
said Robert Gordon, senior vice president
for policy, research and international at
APCIA.

“By the end of the first quarter, insurers
experienced their largest-ever quarterly
surplus decline as the stock market suffered
its largest drop since 1987 and interest rates
reached a record low, Gordon said. “While
the industry remains safely capitalized,
many individual insurers face potentially
significant unknown coronavirus liability
exposures, as well as political and regula-
tory threats of mandated retroactive and
prospective COVID-19 coverage.”

2019 and 29.4 percent in Q1-2018.
Insurance Operations

Overall, insurance operations perfor-
mance (excluding investment performance)
is the difference between NPE and the sum
of incurred losses, expenses and dividends
to policyholders. The first quarter of 2020
produced a net underwriting gain of $6.3
billion on NPE of $157.7 billion. This
means that seven out of the last eight years
registered first quarter underwriting gains.
However, this string followed four years
of equally large first quarter underwriting
losses, Triple I said.

A widely used industry metric for gaug-
ing overall insurance operations is the com-
bined ratio, Triple I wrote. This ratio is the
sum of three percentages: loss and loss

adjustment expenses as a percent of NPE,
policyholder dividends as a percent of NPE
and other expenses as a percent of NPW.
In Q1-2020, this ratio was 94.9 percent,
improving slightly from 95.6 percent in Q1-
2019.

Combined ratios for the major
subsectors of the industry moved in the
same direction, but to different degrees. For
insurers writing predominantly personal
lines, the combined ratio improved by 2.7
percentage points, to 92.2 percent. For
those writing mainly commercial lines (ex-
cluding mortgage and financial guaranty
insurers), the combined ratio rose by 1.3
percentage points, to 97.7 percent. And
those writing balanced books of business
posted a combined ratio of 95.8 percent,

1.3 percentage points better than in the
year-earlier period.
Investment Performance

For the first quarter of 2020, net invest-
ment gains were $14.3 billion, down $0.5
billion from Q1-2019. In measuring insur-
ance company net investment gains, ac-
counting rules recognize two components:
net investment income and realized capi-
tal gains or losses. Unrealized capital gains
or losses are not considered income and
affect only surplus on the balance sheet.
According to Triple I’s bar graph, net in-
vestment income has held steady for the
first quarter over the past 12 years, but re-
alized capital gains are smaller and more
erratic, amounting to a loss of $7.9 billion
in 2009, moving up to an $8.1 billion gain

in 2013 and back down to a $1.1 billion
gain in the first quarter of 2020.

Net investment income itself has basi-
cally two elements: interest payments from
bonds and dividends from stock. The
industry’s net investment income for the
first quarter of 2020 was $13.2 billion,
pretty much flat, up by $0.02 billion from
Q1-2019, the Triple I said. Most of this
income comes from the industry’s bond
investments, which are mainly high-qual-
ity corporate bonds and municipal bonds,
according to Triple I.

As captured by the Bank of America
Corporate AA-rated seasoned bond index,
corporate bond market yields fell in the first

First quarter 2020 FROM PAGE 4

See FIRST QUARTER 2020 Page 10
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quarter of 2020, averaging 2.0 percent in
the first three months of 2020, down more
than a full percentage point from the first
quarter of 2019. The yields in 2020 con-
tinued to shave income off the industry’s
bond portfolio despite its growing size.
This is because most bonds that are matur-
ing now and being reinvested command
lower yields than the bonds they replace.
Triple I offers an example: 10-year AA

First quarter 2020 FROM PAGE 8
bonds bought in the first quarter of 2010
averaged 3.6 percent yields.

Besides bond yields, the other signifi-
cant source of net investment income is
stock dividends. Seasonally adjusted, net
dividends in the first quarter of 2020 (of
nonfinancial domestic corporate business)
plunged from $499.0 billion in Q1-2019
to $288.0 billion in Q1-2020. In general,
stock holdings roughly represent about

one-fifth of the
industry’s invested as-
sets.

On the income
statement, the other
significant source of
net investment gains
is realized capital
gains. The broad
stock market, as mea-
sured by the S&P 500,
fell by 20.0 percent in
the first quarter of
2020, although virtu-
ally all of that oc-
curred in the last two
weeks of the quarter,
providing little oppor-
tunity for cashing
gains. Despite this,
Triple I said, the in-
dustry realized $1.1
billion in realized
capital gains in Q1-
2020, compared to
$1.6 billion in the first
quarter of 2019.
Profits

The P/C industry
has posted positive
net income after taxes
in each first quarter of
the past 11 years.

First-quarter profits have varied from year
to year, averaging $15.3 billion per year
over that span. The main source of that
variation is underwriting gains or losses.
Overall profit in Q1-2020 was above aver-
age, at $17.9 billion, Triple I said, thanks
to the strongest first-quarter underwriting
gains in the past decade.
Policyholders’ surplus

Policyholders’ surplus is the excess of
assets over liabilities – what in other in-
dustries is called “net worth.” Both in dol-
lar terms and in relation to insurance ac-
tivity, Triple I pointed out, it is a valuable
indicator of the strength and capacity of
the industry to handle the risk it has ac-
cepted. Policyholders’ surplus as of March
31, 2020, fell $75.9 billion to $771.9 bil-
lion, from the end of 2019. Most of the fall
in surplus in the first quarter could be at-
tributed to unrealized capital gains.

According to Spector and Gordon, in-
surers’ $83.8 billion in unrealized capital
losses in the first quarter of 2020 repre-
sent a $109.5 billion swing from $25.6 bil-
lion in unrealized capital gains a year ear-
lier. Again, unrealized capital gains/losses
are not included in net income.

Spector and Gordon also pointed out
that dividends to shareholders increased to
$6.8 billion in the first quarter of 2020 from
$5.5 billion in the first quarter of 2019. The
net result of aggregated miscellaneous
credits to surplus and charges against sur-
plus was a $3.4 billion charge in first quar-
ter 2020 and a $0.2 billion charge in the
first quarter of 2019.

One commonly used measure of capital
adequacy for insurers, the ratio of NPW to
surplus, currently stands at 0.83, a very
strong position (the lower the ratio, the
greater the capacity). According to Triple
I, the industry is extremely well capitalized,

NEWS IN BRIEF
FROM PAGE 3

See NEWS IN BRIEF Page 11

Worth chapter of NAAIA. Morris works
for Chubb. Replays of the 1.5 hour pro-
gram are available on YouTube.com.

MARIT’S READS

It’s summer. Let’s take a break from
reading. This month I want to com-
ment on two podcasts that provide
leadership insights with practical ap-
plications. The first one is Patrick
Lencioni’s At the Table podcast which
can be accessed  online at
www.tablegroup.com/at-the-table. In his
simple and approachable style, Lencioni
tackles topics related to the world of
work and some that aren’t. From cul-
ture to family to building world-class
organizations, he brings wisdom, hu-
mor, and insight together to provide ac-
tionable advice for leaders everywhere.
Another is John Maxwell’s podcast,
www.johnmaxwellleadershippodcast.com.
Maxwell, a New York Times bestsell-
ing author, coach and speaker, has sold
30 million books. He is considered
one of the world’s most influential
leadership experts. What could be
better than getting a leadership fix
every week?
-MARIT PETERS, IIAT president
and executive director

SLTX

The Surplus Lines Stamping Office of
Texas announced on Aug. 4 that the
rule requiring the submission of
policy limits remains in effect and ap-
plies to all policies effective on or after
Dec. 30, 2018. The submission meth-
ods available continue to be electronic
submission, which is preferred, an Ex-
cel template or PDF documentation. The
stamping office stated that it will con-
tinue to not reject any filings due to
policy limit errors and that policy limit
errors will not cause a monthly or an-
nual late filing report to TDI.

At its July 30 meeting, the board of
directors of SLTX approved the fi-
nancial audit for 2019 completed by
Weaver and Tidwell on July 15. At
year-end 2019, SLTX had a net posi-
tion of $27.56 million, compared with
$21.05 million at the end of 2018. To-
tal long-term investments were $16.02
million in 2019, compared to $3.25 mil-
lion in 2018, largely because of the re-
allocation of the $10 million real estate
fund, which occurred last December.
Last year, SLTX collected $10.42 mil-
lion in stamping fees and had total op-
erating expenses of $4.56 million. The
audit noted that SLTX is a “special-pur-
pose government entity engaged only in
business type activities and is a compo-
nent unit of the state for financial re-
porting purposes.” The Texas Depart-
ment of Insurance’s financial reports
completed each August carry the entity
as one of its discretely presented com-
ponent units.

First Quarter 2020 and 2019
Operating Results

($ billions)

Figures may not add to totals due to rounding.
Calculations in text based on unrounded figures.

$164.4
 157.7
 105.4

46.0
    0.8
    6.3

19.4
   13.2

        1.1
14.3

   20.6
    3.0
  17.9
771.9
655.0

94.9

2020 2019

$154.7
149.6
101.8

41.8
0.8
5.2

19.0
13.2

1.6
14.8
20.6

2.7
17.9

779.6
633.4

95.6

Sources: ISO and Insurance Information Institute

Net Written Premiums
Net Earned Premiums
Incurred Losses and Loss Adjustment
Expenses and Reserve Adjustments
Expenses
Policyholder Dividends
Net Underwriting Gain
Pretax Operating Income
Net Investment Income
Realized Capital Gains
Net Investment Gains
Pretax Income
Taxes
Net After-Tax Income
Surplus (end of period)
LLAE Reserves
Combined Ratio

and if necessary, financially prepared to pay
very large-scale losses in 2020 and beyond.

Despite increasing from 0.78 as of
March 31, 2019, Spector and Gordon re-
ported that the ratios remain low compared
with their historical levels. For example,
over the 20 years ending 2019, the aver-
age premium-to-surplus ratio was 0.89 and
the LLAE reserves-to-surplus ratio was 1.03.
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lines states with service offices. California
reported a 3.21 percent gain in items filed.
The next six highest premium states had
decreases in item counts ranging from 0.86
percent in Pennsylvania to 8.35 percent in
Illinois.

Texas was one of the six states with an
increase in premium but a drop in transac-
tions. Greg Brandon, executive director of
the Surplus Lines Stamping Office of
Texas, noted, “While year-to-date 2020
reflects a reduction in the overall number
of filings, Texas is seeing record setting
premiums reported. In fact, the second
quarter has resulted in three of the top four
highest premium months in SLTX history.”

Illinois also reported an increase in pre-
mium and a decrease in transactions. Ac-
cording to stamping office Executive Di-
rector David Ocasek, “We are seeing a
solid 12.2 percent growth in premium vol-
ume. We see an even stronger 22.4 percent
growth in premium per document filed,
which doesn’t correlate exactly, but is an
indicator of rates.” In addition to rate, ris-
ing premium can be attributed to greater
insured value.

For some states, stamping office filings

Rates2020 2019 Percentage Change

U.S. Surplus Lines Stamping/Service Offices
Mid-Year Comparison

Source: Wholesale and Specialty Insurance Association (WSIA)

California
Florida
Texas
New York
Illinois
Pennsylvania
Washington
North Carolina
Arizona
Minnesota
Mississippi
Oregon
Utah
Nevada
Idaho
TOTALS

0.25%
0.06%
0.15%
0.17%
0.075%
$20.00
0.10%
0.40%
0.20%
0.04%
0.25%
$10.00
0.18%
0.40%
0.50%

4,271.13
3,794.93
3,475.14
2,293.40

913.69
702.56
497.54
424.22
352.13
303.08
241.56
213.49
153.80
189.38

63.51
17,889.56

361,047
653,828
548,884
174,063

77,793
113,162

72,939
90,043
44,328
24,199
80,300
33,173
20,070
19,665

9,804
2,323,298

Stamping
Fee

S/L TaxPremium
(Millions)

Items ItemsPremium Items

3.21%
-6.87%
-3.89%
-5.56%
-8.35%
-0.86%
-6.36%
2.07%
2.64%
2.35%
5.03%
7.63%

23.06%
4.20%
6.73%

-2.59%

7.84%
9.65%

13.41%
5.73%

12.20%
11.53%
29.90%
10.34%
3.19%
2.46%
6.00%

17.82%
40.29%

3.24%
40.15%
10.33%

Premium
(Millions)

State

3.00%
4.94%
4.85%
3.60%
3.50%
3.00%
2.00%
5.00%
3.00%
3.00%
4.00%
2.30%
4.25%
3.50%
1.50%

4,606.13
4,161.10
3,941.26
2,424.70
1,025.20

783.55
646.30
468.08
363.35
310.55
256.05
251.54
215.77
195.52

89.01
19,738.11

372,630
608,900
527,541
164,388

71,298
112,192

68,298
91,908
45,497
24,768
84,339
35,705
24,699
20,490
10,464

2,263,117

Notes: California’s stamping fee increase to .25 percent from .20 percent, effective 1/1/2020. Florida’s
stamping fee was reduced to .06 percent from .10 percent, effective 4/1/2020. Tax rate in Florida was
reduced from 5.0 percent to 4.94 percent for policies issued on or renewed on or after 7/1/2020.

WSIA midyear results FROM PAGE 1
may serve as a lagging indicator since fil-
ings are not due until several months after
the business was placed, said WSIA. In the
wake of the pandemic, several states ex-
tended filing deadlines for surplus lines
brokers. California was one of these states,
but while filings may be lagging, Execu-
tive Director Ben McKay is confident in the
strength of the industry. McKay said, “De-
spite the COVID-19 pandemic, the Califor-
nia surplus lines market continues to grow
consistently with
2020 predictions.”

Some of the drop
in filed transactions
may be attributable
to timing and the
pandemic; even so,
Florida has seen its
numbers bounce
back. “While April
and May premium
activity dropped
nearly four percent,
June was a record
month in premium
with 32 percent
more than June of
2019,” according to
Bryan Young, assis-
tant director of agent
and insurer services
at the Florida Surplus
Lines Service Office.

“The stamping
offices are proud of
the way the whole-
sale, specialty and
surplus lines industry
has responded during
the unprecedented
health crisis,” said
Dan Maher, execu-

tive director of the Excess Line Associa-
tion of New York. “This report affirms what
we’ve believed all along, which is that the
industry is well positioned to endure and
even thrive now and beyond the COVID-
19 emergency.”

All premium and item count statistics
are gathered and reported individually by
each state stamping office, and the data is
now aggregated and summarized by WSIA.
WSIA noted that the term items or transac-

tions is used because datasets reported differ
by state; some states report policy count, oth-
ers report all premium bearing filings, others
count policies plus all endorsement filings,
whether or not premium is affected.

A WSIA spokesperson said the associa-
tion will strive to make the reporting more
uniform where possible. Prior to this report,
the SLTX gathered the information and re-
ported the midyear and year-end results for
the 15 states.

NEWS IN BRIEF
FROM PAGE 10

In compliance with its new Plan of
Operation, the stamping office sub-
mitted 196 pages of documents to TDI
for review and possible revision. The
documents were approved by the board
for submission in their most current
state, even though some remain in need
of revision based on requirements in the
new Plan of Operation. Among the sub-
mitted documents were a board orien-
tation training slide presentation, the
conflict of interest policy and signature
form, the employee and IT handbooks,
the travel and expense policy, and a plan
for records management. Executive Di-
rector Greg Brandon told the board
that the travel policy could not include
the same expense limits as the state
travel policy, as SLTX employees are
not state employees and, therefore, not
eligible for the same travel and lodging
discounts. These documents and others
are available to the public for review.

TWIA

On Aug. 4, the board of the Texas
Windstorm Insurance Association
approved its biennial report to the
legislature, the governor and the com-
missioner of insurance. Initially re-
viewed by the board’s Legislative and
External Affairs Committee, the report
presents the implementation of the 2019
legislative mandates of Senate Bill 615
and House Bill 1900. The report also
proposes legislative changes for the law-
makers to consider: authorizing require-
ments and performance standards for
agents; authorizing a premium grace
period; dissolving the expert panel; ex-
cluding commercial rates from the au-
tomatic renewal process, and consider-
ing strategies to improve storm resis-
tance for homes as recommended by the
Insurance Institute for Business and
Home Safety. The TWIA board also
offered the lawmakers several methods
to improve the ratemaking process to
meet the statutory requirement that rates
be reasonable, adequate, not unfairly
discriminatory and nonconfiscatory as
to any class of insurer. The report will
be made available on the TWIA website;
meanwhile, the draft report is included
in the Aug. 4 board meeting materials.
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Lisa Bumpas, marketing coordinator for
Gerloff Company since March 2015, was
installed president of the Insurance Women
of San Antonio during a Zoom ceremony
in mid-July. The formal installation lun-
cheon scheduled for Aug. 27 was canceled,
another group gathering that became a pan-
demic casualty. Still, Bumpas hopes to re-
sume IWSA’s regular monthly lunches at
Old San Francisco Steak House soon.

Bumpas regularly updates members by
email, so the association can continue its
valuable services to the community and
maintain its ties to the Federation of Insur-
ance Women of Texas, the state associa-
tion that has also been cast into an online
role since mid-March. Bumpas’ chosen theme
for the year is Choose Kindness, which for
now is messaged as “Remember to always
choose kindness and wash your hands.”

IWSA’s usual Back to School Supplies
Drive for Woodrow Wilson Elementary
took a different tack this year due to social
distancing protocols. Members were asked
to give monetary donations or gift cards
for the school to distribute to families. Even
though the school year will start with at
least three weeks of virtual classes with
students at home, Bumpas said, the lower
income, downtown San Antonio school,
has pretty much the same needs as before.
“Even though school looks a little differ-
ent, these families still need our support,”
she said. The school supply drive started
July 20 and continues until Sept. 4.

Later this year, Bumpas said, IWSA will
collect coats for the Coat Drive at Wilson.
The school gives IWSA a list of sizes of
children in need, she said, so the coats be-
come very personal gifts from IWSA. Each
spring, Bumpas said, IWSA hosts a gradu-
ation party for the fifth graders who are
moving on to middle school.

In the weeks before Bumpas’s installa-
tion, she and Lucy Martinez, immediate
past president, rode around San Antonio
to deliver college scholarships to students
at their homes. In more normal years,
Bumpas said, the scholarship honorees and
their parents are invited to the association’s
May luncheon meeting for the award pre-
sentation. This year, each student had a
personal ceremony in his or her front yard,
with Bumpas and Martinez arriving with a
congratulatory yard sign, a personalized
cookie cake and a $1,000 ceremonial
check. The five honorees and the colleges
they will attend are Amanda Selby, Texas
A&M San Antonio; Abigail Rosilier,
Baylor University; Cort Hindes, Texas
Tech University; Ethan Fritzsche, Texas
A&M College Station, and Yasmin
Banuelos, Texas Tech.

Funds for the scholarship were a little
sparser this year since IWSA had to post-
pone the association’s biggest fundraiser,
IWSA’s Spring Golf Tournament. At first
the association rescheduled golf for Sep-

tember, but has since decided to skip this
year. Instead, the group will host a Get-
Away, Give Away raffle, with members do-
nating stays at a beach house or fishing
trips. Funds from the raffle and the April
2021 golf tournament, said Bumpas, should
push IWSA to being able to award more
scholarships next May. Two years ago
when Bumpas chaired fundraising, IWSA
awarded 10 scholarships.

Students are selected by an IWSA com-
mittee based on outstanding academics and
leadership at school and in their commu-
nities. Each year, the association receives
about 75 applications, said Bumpas. Lo-
cal high school counselors are great at
spreading the news of the IWSA’s scholar-
ship program, she added.

Bumpas joined IWSA in 2013. At the
time, she was marketing director for
Toyota/Gulf States Rental Cars, where part
of her job included providing rental cars
to insured drivers whose cars were under-
going accident repairs. It put her on the ser-
vice side of the insurance industry, open-
ing the door to her joining the association.

Two years later, Toyota moved its rental
headquarters to Houston, but Bumpas
elected to stay in San Antonio. Her boss at
Gerloff Company, Justin Titus, was also a
member of IWSA and offered her a posi-
tion as soon as he learned of Bumpas’s
availability. She had plunged into the work
of IWSA, becoming a committee chair-
woman, then corresponding secretary, then
second and first vice president, then presi-
dent-elect, and caught Titus’s eye for her
high energy. Bumpas said she has learned
so much more about insurance since join-
ing Gerloff, a large family-owned restora-
tion company. She markets the company’s
water and fire restoration services to
agents, insurance companies and adjusters.

“I see the full circle of the insurance
business,” Bumpas said, “the customer, the
agency, the adjuster and the insurer.”

Bumpas said she is the second consecu-
tive president coming from the service in-
dustry side of insurance. Martinez, who was
president for the previous two years,
worked for Enterprise Rent-A-Car.

Titus, she said, is “a great boss.“ While
he has yielded to Bumpas his direct involve-
ment in IWSA as a member of the local asso-
ciation, he and Gerloff remain very support-
ive of both IWSA and FIWT, she said.

IWSA has provided Bumpas with a net-
work of friends as well as career mentors,
she said. With just eight years of member-
ship under her belt, Bumpas still considers
herself a new member. Most of the more
than 60 local members, she said, have been
IWSA members for 25 to 30 years. “When-
ever I have an insurance question, I have
an instant gold mine of information,”
Bumpas said, citing Angie Cash, Penn
America Group; Jean Schriever, Walthall
Sachse and Pipes;  Deni Townsend, Billy
Greaves Agency, and Sue Finke, Blue Lime
Insurance Group, as her go-to resources. “I
call one of them about once a week.”

Other officers administered the oath by
Cash on July 14 are Liz Glover, Davidson
Camp Insurance Services, president-elect;
Cheryl Ramirez, USAA, 1st vice president;
Lucy Filipowicz, Cavalry Construction and
Restoration, 2nd vice president; Susie
Hollingworth, retired, recording secretary;
Samantha Lozano, Catto and Catto, corre-
sponding secretary; Liz Dunn, retired, trea-
surer, and Martinez, retired, immediate past
president.

IWSA’s August meeting was held virtu-
ally, and Bumpas plans to host the Septem-
ber luncheon meeting in person on Sept.
24 at the Old San Francisco Steak House.

Lisa Bumpas, IWSA president

Bumpas begins 2020-21 term with a virtual installation
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mises, but the U.K. government’s national
lockdown was nationwide and not local.

Whatever the decision, the losing side
will appeal, and ironically, Hurricane
Katrina may help the judges in their deci-
sion. The case, Orient Express Hotels v.
Generali, considered the New Orleans
hotel’s business interruption loss follow-
ing the hurricane. The insurer paid the
hotel’s prevention of access and loss of at-
traction claims but denied the business in-
terruption claim on the grounds that, even
if the physical damage had not occurred,
the hotel would have suffered the same in-
terruption to its business because the sur-
rounding area had been closed off.

In other words, the insured could not
show that, “but for” the damage to the ho-
tel, the business interruption losses would
not have occurred.

The dispute went to arbitration, where
the tribunal agreed that the “but for” test of
causation applied and had not been satisfied.

The insured appealed, arguing that the
business interruption was concurrently
caused by damage to the hotel and damage
to the surrounding area, and the judge up-
held the tribunal’s decision, according to
several law firms with offices in London.

Meanwhile, one of the eight insurers
involved in the U.K. case, Hiscox, said it
now expects its COVID-19 losses to reach
$232 million. The view in the London mar-
ket is that policies issued using a broker’s
own wording may provide wider cover than
that issued by insurers, which could lead
to howls of protest from policyholders if
the courts decide that losses using brokers’
wordings are covered, while losses from
insurers’ own wordings are not.
Syndicates told improve or else

The worst-performing syndicates at
Lloyd’s have two years to return to sustain-

able profitability or leave the market. If
they fail to improve, Lloyd’s CEO John
Neal told them, their future business plans
would be rejected.

Outlining the market’s 2021 business
and capital planning process to journalists,
Neal said half of Lloyd’s syndicates were
“pretty much where we want them to be”
on underwriting performance and hitting
their planned combined ratios. The top
quartile of syndicates hit their planned
combined ratio two or three times in the
2017 to 2019 period, reporting combined
ratios below 100 percent.

The problem is the other half of the
Lloyd’s market, which is underperforming
according to Lloyd’s criteria. Although the
top quartile, with a combined ratio of 93
percent, is “performing in line with the very
best in the world,” Neal said, the bottom
quartile is “the worst,” compared with the
peer group of insurers against which
Lloyd’s measures its performance. Al-
though there is “quite a range of perfor-
mance” in the bottom half overall, Neal said,
the bottom quartile is producing combined
ratios above 120 percent, “so they are really
a long way from where they need to be.”

Neal also commented on market growth.
There is a big demand for Lloyd’s to in-
crease individual syndicates’ premium in-
come as prices improve in many lines. Ap-
parently, Lloyd’s received requests from
syndicates to write new business that is 60
percent higher than in 2020. Neal said it is
too early to say how much of the business
would be approved, but there would be
more new business in 2021 than was seen
between 2018 and 2020. Neal would not
give a figure but expects the increase will
be greater than $10 billion.
Lloyd’s rules must be met soon

Lloyd’s has changed its approach for

syndicates’ business and capital planning
for next year. It may seem a little early to
mention this, but Lloyd’s syndicates have
to get a business plan passed by the coun-
cil three months before the start of a new
underwriting year.

So plans for next year will have to be
ready in about six weeks, and since July,
each syndicate managing agent has met
with Lloyd’s oversight managers to discuss
plans, which must be passed by the CEO
and the chair of the managing agent and
must meet the challenges of COVID-19.
The plans must assume that no changes will
be made to the business plan once approved
by Lloyd’s.

For 2020, Lloyd’s introduced a phased
timetable for business plans and capital
submissions. Each syndicate will be given
a specified submission date based on capi-
tal structure and Lloyd’s risk-based ap-
proach. The “coming into line” deadline is
Nov. 30. Syndicates will follow one of four
submission phases which begin on Sept. 1
and end on Oct. 1.

At least the new system for business and
capital planning has been streamlined so
things should be easier to process. The aim

is to protect the best performing syndicates
while keeping a careful watch on the worst
performers in the Lloyd’s stable. Syndi-
cates will be designated as light or high
touch. Light touch syndicates are Lloyd’s
strongest performers and will be given a
file and use approach to their planning.
High touch syndicates will have their plans
reviewed in full, and they must be approved
by Lloyd’s Capital and Planning Group
(CPG).

Like the light touch syndicates, those in
the middle start off with a file and use ap-
proach to their planning, but these plans
must meet defined key performance indi-
cators set out by Lloyd’s. If these are not
met, then the syndicate will join the high
touch syndicates and must get its plans
approved by the CPG.

The fast track for capital involves get-
ting the syndicate’s model right before sub-
mission. The amount of capital required
will depend on the syndicate’s catastrophe
risk appetite, prospective loss ratios and
opening balance sheet reserves.
Best affirms Lloyd’s rating

AM Best has affirmed Lloyd’s financial
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By JIM QUIGGLE
Coalition Against Insurance Fraud

If serial home arson is an addiction, Patrick
Wayne Bronnon belongs in a sober home.
Instead, he’ll stew for 78 years over his
$1.7 million billing bender of torched and
flooded homes he unleashed all around
southeast Texas.

The Port Arthur man led the three-year
fraud parade. His gang bought rickety, low-
priced homes for as little as $25,000 and
installed straw buyers. They took out ex-
pensive insurance policies that covered a
new, up-to-code structure – and pricey con-
tents that often didn’t exist. The policies
guaranteed a healthy windfall whenever
Bronnon’s gang wrecked a house.

A large posse of 40 cronies wanted part
of his insurance action. They wrecked a
dozen homes before the scheme came
crashing down. In the process, Bronnon

Serial binge burning, flooding wrecks homes in Texas
Ringleader buys rickety

homes, over-insures them
and inhales insurance money

endangered the fire fighters who rushed to
quell the arson blazes.
Ring fronts payments

Bronnon often fronted the down pay-
ment and first insurance premiums. Then
he or ring members burned or flooded the
houses within just weeks of buying the
policies.

Bronnon broke the water pipe of one
home, flooding the place. His straw home
owner claimed the pipe accidentally burst.
Next Bronnon lied that thieves stole more
than $29,000 of possessions while the wa-
ter-soaked house was being repaired. Furni-
ture, construction materials, tools, an air con-
ditioner unit, appliances, cabinets and per-
sonal items were falsely claimed as stolen.

Bronnon burned yet another home. The
straw owner said she was frying pork
chops, then had chest pain, went to the
hospital and forgot about the pork chops.
The frying meat ignited and finished off
the home, she claimed.

Foil-wrapped chicken cooking in a mi-
crowave supposedly ignited when the
owner left and forgot about the chicken. A
faulty hotplate purportedly caused yet an-
other fire.

The City of Port Arthur took the fall for
another flood claim. A faucet was left in
the open position when the city began wa-
ter service, causing the home to flood, the
owner claimed.
Claimed phantom burglaries

Bronnon added icing by claiming hefty
losses for burglaries that never happened.
Someone entered a home through the ga-
rage while he was out, Bronnon’s “owner”
told his insurer. The burglar stole numer-
ous items worth more than $80,000, includ-
ing high-end clothes and electronics. Many
possessions were the same goods that ring
members claimed in other setup burglaries.

Insurance money piled in through a kind
of side door. Many firms the so-called own-
ers hired to repair the fire and water damage
were owned by Bronnon or his cronies.

His gang also branched into staged ve-
hicle crashes. A crony said he was driving
his 1990 Lincoln Town Car on Highway
73 near Port Arthur. He tried to switch
lanes. An H2 Hummer driven by a woman
was in his blind spot and they collided, the
crony driver said. The Hummer veered off
the road and collided with a sign.

In fact, the Town Car driver deliberately

ploughed into her Hummer, and the Hum-
mer driver rammed the sign on purpose.
On top of that, Bronnon drove the Hum-
mer, not his female ring member, so he
could better control all the crash details.

“This sentence is deserved not only be-
cause of the tremendous loss to insurance
companies, but also in light of the danger
Bronnon imposed on our first responders
every time he set a fire,” said U.S. Attor-
ney Stephen J. Cox. “That he put his own
greed ahead of the lives of others has cost
him his freedom for a long time.”
Jim Quiggle is senior director of commu-
nications for the Coalition Against Insur-
ance Fraud.

London views
FROM PAGE 13

strength rating of A (Excellent). Lloyd’s
risk-adjusted capitalization is at the stron-
gest level measured by Best’s Capital Ad-
equacy Ratio. The market’s capital ad-
equacy is supported by Lloyd’s robust risk-
based approach to setting member-level
capital and a strong central fund and is en-
hanced by the diversity of Lloyd’s capital
providers.

Best took into account its expectation
that Lloyd’s will produce a strong techni-
cal performance over the underwriting
cycle and that capital will continue to be
attracted to the market. The strong posi-
tion of Lloyd’s in its core markets, reinsur-
ance and specialty property/casualty insur-
ance, which are currently experiencing im-
proving market conditions, helped Lloyd’s
rating.

On the negative side, Best commented
that Lloyd’s expense ratio continues to be
higher than that of its peers. Best recog-
nizes that actions currently are being taken
through the Future at Lloyd’s initiative to
reduce the cost of placing business at
Lloyd’s, the benefits of which should start
to be realized in the short-term.
Syndicate to insure vaccine

Lloyd’s has always been at the forefront
of insurance innovation. Its latest develop-
ment involves the creation and, in principle,
the approval of its newest syndicate in a
box. Syndicate 1796 has received approval
from Lloyd’s Council, but the decision to
grant permission for the syndicate to un-
derwrite is contingent on completion of a
number of relevant operational work-
streams. The move is part of Lloyd’s re-
sponse to the far-reaching impacts of the
COVID-19 pandemic. (A bonus point to
anyone who knew that 1796 was the year
Edward Jenner carried out his initial ex-
periments on the smallpox vaccine.)

Syndicate 1796 was developed by
Parsyl, an insurance technology company
and Lloyd’s Lab alumnus, in close partner-
ship with Lloyd’s managing agents Ascot
and in cooperation with AXA XL, McGill
and Partners, and Gavi, the Vaccine Alli-

See LONDON VIEWS Page 15

Starting Sept. 1, all Texas insurers us-
ing the National Association of Insurance
Commissioners’ System for Rates and
Forms Filings (SERFF) for forms used in
Texas will be required to pay an additional
$20.50 per filing.

The fee will support the development
of an IT initiative sought by the Texas De-
partment of Insurance. According to the
NAIC’s fiscal note on the project, the
NAIC is implementing this new “analytics
surcharge” which will remain in place
throughout the three-year pilot program.

The NAIC considers the impact to be
revenue neutral, meaning the cost of the
development will not exceed the fee col-
lection, nor will the fee collection exceed
development costs. TDI is listed on NAIC’s
fiscal note as the regulator/business spon-
sor of the project.

Total expenses of the project were esti-
mated by the NAIC to be $464,000 for the
three-year period. Revenue collections by
year, according to the NAIC, will be

$43,000 in 2020; $172,000 in 2021; and
$249,000 in 2022/2023.

According to the NAIC, the pilot pro-
gram is expected to provide TDI regula-
tors with “improved product filing review
capabilities” that will “reduce time spent
by TDI reviewing product filings, thereby
improving turnaround times to companies
submitting filings.” A secondary goal, ac-
cording to the NAIC, is to ensure consis-
tency of filing reviews.

Commissioner Kent Sullivan, in an Aug.
3 media release, called this “cutting edge
technology.” The initial phase of the
project, which began in March, allowed a
comparison of each newly filed property
and casualty form with every policy en-
dorsement approved since April 2014. In
September, life and health policy forms will
be added to the project, said TDI.

“Soon after,” said TDI, “TDI staff will
begin using the technology’s artificial in-
telligence, or machine learning, capabili-
ties to search policies for insurance con-

cepts that require questions or objections
during review. It will also look for legally
required language and highlight differences.”

TDI’s media release indicated that prop-
erty casualty filings it received in 2019 for
review exceeded 26,000 forms. The depart-
ment did not include a count of health and
life filings in its media release, even though
life and health filings through SERFF will
also increase by $20.50.

Not all companies submitting form fil-
ings to TDI utilize the NAIC’s form filing
system. By law, there are no fees collected
in Texas for property and casualty rate or
form filings; life, accident and health rate
and form filing fees are collected in arrears.

SERFF is offered to companies to im-
prove efficiencies in submitting rate and
form filings in multiple states simulta-
neously. Since 2018, the standard fee for
SERFF filings has been $13.50 per trans-
action, with an option for companies to pur-
chase blocks, which can reduce the SERFF
fee to as little as $6.50 per transaction.

TDI imposes new form filing fee payable to NAIC

According to a news release from the
U.S. Attorneys Office in the Eastern
District of Texas, Patrick Wayne
Bronnon was found guilty Oct. 21,
2019, of 40 charges, including con-
spiracy to commit mail fraud and use of
a fire in commission of a felony.

The breakdown of the charge: 16
counts of mail fraud and conspiracy to
commit mail fraud and three counts of
use of fire in commission of mail fraud.

The case was investigated by the U.S.
Postal Inspection Service and NICB.

Arsonist guilty
of 40 charges
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TDI Final Disciplinary Actions, July 2020*
7/13/2020

7/24/2020

7/30/2020

7/29/2020

7/22/2020

7/13/2020

7/24/2020

Aetna Health Inc.,
Blue Bell, PA

Blackacre Escrow,
Title & Abstract,
LLC, Gatesville

Cigna Dental Health
of Texas Inc.,
Sunrise, FL

Community Health
Choice Inc.,
Houston

Cook Children’s
Health Plan,
Fort Worth

Denticare Inc.,
Louisville, KY

Gladys Gonzalez
Nunez; GN Insurance
Consultants LLC,
Corpus Christi

Fined $250,000C2

Fined $10,000 (SOAH
Docket #454-20-
1537.C)C2

$100,000 fineC2

$115,000 fineC1

Fined $220,000C2

Fined $75,000C2

Fined $500; required to
complete nine hours of
continuing education
courses in commercial
insurance which will
not count toward
ordinary CE
requirementsC2

Failed to provide evidence that its
utilization review agent gave the
provider reasonable opportunity to
discuss treatment plan prior to
adverse determination; failed to send
acknowledgment letter timely after
receiving a complaint

Failed to timely provide copies of
trust fund account audit reports and
to timely pay fees to the Texas Title
Insurance Guaranty Association

Failed to provide evidence of timely
recredentialing; failed to provide
evidence that its utilization review
agent gave the provider reasonable
opportunity to discuss treatment
plan prior to adverse determination;
failed to provide proper notices,
online provider directory was
inaccurate

Failed to provide evidence that its
utilization review agent gave the
provider reasonable opportunity to
discuss treatment plan prior to
adverse determination; failed to
provide proper notices; failed to pay
prompt payment penalties; failed to
accurately report to TDI the number
of claims paid within the statutory
time frames

Failed to provide evidence that its
utilization review agent gave the
provider of record a reasonable
opportunity to discuss treatment
plan prior to adverse determination;
failed to provide evidence that its
utilization review agent gave contact
phone number to provider of record;
failed to provide evidence of timely
CHIP adverse determination letter

Failed to provide evidence that the
complaint appeal panel was
composed of an equal number of
HMO staff members, physicians or
other providers and enrollees who
were not employees of the HMO;
failed to provide evidence that the
HMO entered individual or group
contract with applicant

Failed to place a commercial policy
after collecting premium; charged
agency fee without consent

Misappropriated, converted to own
use or illegally withheld money
belonging to an insured or insurer;
engaged in fraudulent or dishonest
acts or practices; materially
misrepresented the terms and
conditions of an insurance policy,
engaged in acts constituting
business of insurance without a
license; failed to register an
assumed name

Provided an adjuster pre-licensing
course after the course certification
expired

Misappropriated, converted to own
use or illegally withheld money
belonging to an insured or insurer;
engaged in fraudulent or dishonest
acts or practices; failed to respond
to department inquiry; engaged in
acts constituting the business of
insurance without a license

Misappropriated, converted to own
use or illegally withheld money
belonging to an insured or insurer;
engaged in fraudulent or dishonest
acts or practices; failed to respond
to department inquiry; failed to
notify department of change of
mailing address

Allowed unlicensed employee to
perform the acts of an agent;
agency was not licensed; engaged
in obtaining surplus lines insurance
contracts for clients without proper
license

Failed to provide evidence of timely
recredentialing; failed to pay
prompt pay penalties

Criminal history, with evidence of
rehabilitation to support fitness for
licensure

Inadequacies in recoupment
practices: failed to effectuate a
prompt, fair and equitable
settlement of a claim; failed or
refused to pay claim without
conducting a reasonable investiga-
tion of the claim; provided
inaccurate overpayment notices to
physicians or providers

Ayesha Nadeem
Malik, Richmond;
Mir Consultants Inc.,
Houston

Mile High Adjusters,
LLC, Denver, CO

Ochoa Insurance
Services LLC;
Daniel Ochoa,
El Paso

Amelia Madugal
Peralta, Laredo

George Ruben Saenz
Jr., El Paso

SafeGuard Health
Plans Inc., Tampa, FL

Danny Trevino,
Mansfield

UnitedHealthcare
Insurance Company,
Hartford, CT

Fined $4,500; general
lines agency license
granted to Mir
Consultants, with one-
year probated
suspensionC1

Fined $6,300C2

General lines agent
license with life,
accident and health and
property and casualty
qualification revoked,
ordered to cease and
desist from engaging in
unauthorized business
of insurance (SOAH
Docket #454-20-
2776.C)

General lines agent
license revoked (SOAH
Docket #454-20-
3624.C)

General lines licenses
for life, accident, health
and HMO and property
casualty suspended for
two-yearsC2

Fined $30,000C2

General lines agent
license with life,
accident and health
qualification granted
subject to a four-year
probated suspension
with specific terms and
conditionsC2

Fined $150,000;
ordered to cease and
desist from continuing
any unlawful or
deceitful practice in
connection with the
business of insuranceC1

Date Name and City Action Taken Violation Date Name and City Action Taken Violation

7/21/2020

7/21/2020

7/7/2020

7/7/2020

7/21/2020

7/22/2020

7/24/2020

7/10/2020

*Except for consent orders, actions may be appealed to State District Court.
C1Consent order: Parties agreed to consent order with express reservation that they do not admit to a violation of the Texas Insurance

Code or of a rule and that the existence of a violation is in dispute.
 C2Consent order: Parties waived rights to other procedures.

ance. Syndicate 1796 will form the foun-
dation of the new Global Health Risk Fa-
cility at Lloyd’s (GHRF), which aims to
provide comprehensive insurance and risk
mitigation services to support the manu-
facturing and distribution of COVID-19
vaccine development efforts. It aims to start
writing business from Oct. 1.

Syndicate 1796 will be backed by de-
velopment finance capital, allowing it to
share risks with leading cargo syndicates,
making better, fairly priced cargo cover-
age available. The GHRF will offer all risk
cargo coverage for transit and storage risks
on all global health products related to
COVID-19 and any other infectious dis-
ease control and prevention programs.

The creation of a public-private syndi-
cate to address a global health emergency
is the first in Lloyd’s 330-year history.

Vaccine delivery can be expensive to
insure because underwriters are concerned

about the risk of medicines being spoiled
by excessive heat or cold and the need for
special packaging to keep the vaccines safe
and sterile.

Neal said, “There is broad consensus
that life can only return to normality after
a vaccine is developed, distributed and ad-
ministered around the world. Lloyd’s has
an important role to play in insuring the
many risks associated with this global
medical response, and we are delighted to
approve a new innovative syndicate that
will provide effective cover for local vac-
cine distribution supply chains. This unique
partnership is a real demonstration of the
value and ingenuity the Lloyd’s market can
bring to help address a global health emer-
gency, as we share the risk to support the
brave efforts of those racing to develop and
distribute a COVID-19 vaccine.”

Andrew Brooks, CEO, Ascot Group,
said, “The GHRF is an excellent example

of how the insurance industry is address-
ing previously uninsured risks. Ascot and
the wider insurance market has the under-
writing expertise, but to put together a fa-
cility such as this requires syndication, in-
frastructure and market collaboration
which Lloyd’s is uniquely placed to deliver.
Such a facility is enabled by high quality
new entrants such as Parsyl who have the
ideas, technology and data to deliver this
positive humanitarian solution.”
Lloyd’s Brussels needs capital

With the U.K. leaving the EU on Dec.
31 and trade talks still ongoing, this is not
the time to have a row with the European
bureaucrats. This leaves Lloyd’s with a
problem because it needs to produce in-
creased capital for its European operation,
Lloyd’s Insurance Company Brussels.

The problem relates to Lloyd’s under-
writers still having liabilities on current EU
policies, which must be transferred to

Lloyd’s Brussels before year-end. Unfor-
tunately, this would affect the company’s
capital requirements, and Lloyd’s will need
to stump up a lot of euros to meet solvency
requirements.

To solve this problem Lloyd’s is plan-
ning to fund its Belgium subsidiary with a
combination of capital injected from the
Society and its Tier 2 capital. Using Tier 2
capital would enable Lloyd’s to have a
more flexible and efficient capital structure.
All this needs regulatory approval from the
Belgian financial regulator. The problem
worrying Lloyd’s is that, if the regulators
refuse the use of Tier 2 capital, Lloyd’s
would have to fund the entirety of the capi-
tal requirement via capital injected from
the Society. That is likely to happen by a
tranche of syndicate loans, which should raise
some $250 million. Once the regulators and
Lloyd’s have finished their discussion, the
market will be told what to expect.
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