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Allstate announced July 7 that it will
buy National General Holdings for
about $4 billion. Northbr ook, Illinois-
based Allstate said thedeal would boost
its profitability and market sharein
personal liability insurance, whichin-
cludesautomobile, RV, homeownersin-
surance. The deal for New York-based
National General is all-cash and is ex-
pected to close in early 2021. National
General has about 42,300 independent
agents. The company goes back to 1939
and was once part of General Motors
whenitwasknownasGMAC I nsurance.
It changed itsnameto National General
in 2013. National General hasgrossan-
nual written premiumsof $5.6 billionand
reported operating income of $319 mil-
lion in 2019. About 60 percent of the
company’s premiums come from auto
insurance policies. Some 40 percent of
National General’s shareholders have
already signed off on the deal. Accord-
ing to Reuters, National General’sshare-
holderswill receive $32 per sharein cash
and closing dividends of $2.50 per share.
This implies a total deal value of $3.9
billion and a premium of about 69 per-
cent to National General’s July 7 close.
The National General deal would make
Allstate the fifth largest U.S. player in
the independent agent market, Allstate
CEO Tom Wilson told Reutersinanin-
terview. Nationa General sharesjumped
64 percent the day after the announce-
ment, whileAllstatefell three percent.

Thelnsurancelnformation Ingtitute's
board of directorsapproved plansin
JunetohavetheTriple-l enter intoan
affiliation with Thelnstitutes, and The
Institutes' board agreed totheaffilia-
tion on June 24. Terms are expected to
befinaizedin July. “ Together, wewill be
better empowered to serve those inter-
ested in risk management and insurance,
said Peter Miller, CPCU, president and
CEO of The Ingtitutes. “This forward
looking decision is the culmination of
several years of strategic dialogue both
internally at Triple | and with TheInsti-
tutes,” said Sean Kevelighan, CEO,
Triple-l. Theaffiliation, whichwill bring
the Triple-l brand into the Malvern,
Pennsylvania-based The Institutes
structure, reflects the changing land-
scape of the broader industry and the
economy. Moreover, it continues The
Ingtitutes strategy in recent yearsto le-
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Edwards signs the tort reform bill

At his press conference following the
close of the 2020 First Extraordinary Ses-
sion of the Louisiana L egidature, Gov. John
Bel Edwards said he would sign the com-
promise legal reform bill, the Civil Justice
Reform Act of 2020, which got House and
Senate approval in the final minutes of the
session. The session ended by 6:00 p.m. on
Tuesday, June 30, and the hill went to the
governor on July 1.

Negotiationson HB 57 by House Speaker
Clay Schexnayder, R-Gonzales, went down
to the wire. In the end, all six members of
the Conference Committee signed off on
the committee’s report. Representing the
House on the Conference Committee were
Schexnayder, Rep. Gregory Miller, R-Norco,
who chairsthe House Civil Law and Proce-
dure Committee, and Rep. John Stefanski,
R-Crowley. Senatorson the committeewere
L ouisiana Senate President Page Cortez, R-
L afayette; Sen. Barrow Peacock, R-Bossier

AmMmTrust to

AmTrust Financia ServicesInc. and its
former chief financia officer agreed June 17
to pay $10.5millionto settledlegationsthey
failed to fully disclose how they estimated
losses from insurance claims. The civil
settlement with the Securitiesand Exchange
Commission resolves an investigation that
has been going on the better part of seven
years, according to news sources.

The SEC said in astatement on June 17
that it had charged AmTrust and its former
CFO, Ronald E. Pipoly Jr., with failing to
disclose material facts about how the com-
pany estimated its insurance losses and
reservesfrom Dec. 31, 2009, through Dec.
31,2015.

According to the SEC complaint,
AmTrust and Pipoly failed to properly dis-
close the company’s process for reporting
management’s best estimate of loss re-

Brenda Case

The new president of the Independent
Insurance Agents and Brokers of Louisi-
ana(llABL), BrendaCase, isasecond gen-
eration insurance agent whose father, Will-
iamT. Lowry, isapast president of I|ABL.

Case, president/co-owner of Lowry-
Dunham, Case and Vivien took over asthe
118th president of the [IABL. Due to the
COVID-19 pandemic, therewasnoinstdla-
tion ceremony because the annual conven-
tion was canceled.

Case succeeds Joey O’ Connor, The
O’ Connor Insurance Group, Metairie, who
remains on the board of directors as the
past president.

After graduating from the University of

City, who chairs the Senate Judiciary A
Committee, and Sen. Jay Luneau, D-Alex-
andria, who serveson the Judiciary A Com-
mittee and was the most ardent opponent
of thetort reform legidlation.

Whileinthe conference committee, pro-
visionsaddressing the collateral sourcerule
were added to the bill. Prior to the confer-
ence committeethe collateral source provi-
sion was not in the hill.

The Conference Committee report was
adopted on the last day of the session by
the House on a vote of 86-15 and by the
Senate on a 35-4 vote.

By thetime HB 57 was passed, 65 law-
makers had signed on as co-authors of the
bill.

Asitis, the Civil Justice ReformAct be-
comeseffective Jan. 1, 2021, and will:

-Lower the jury trial threshold from
$50,000 to $10,000; a party may obtain a
trial by jury by filing apleading demanding

ajury trial and posting abond inthe amount
and within the time set by the court; ajury
trial shall not be availablefor non-tort law-
suits originally filed in parish or city court
when the amount in controversy does not
exceed the parish or city court’s jurisdic-
tional limit;

-Reform the direct action statute; the
existence of insurance coverage shall not
be communicated to the jury except under
certain circumstances,

-Repeal the seat belt gag law; evidence
of fallureto wear aseat beltisadmissiblein
court, and

-Changecollateral sourceto alow judges
the discretion to award no more than 40
percent of the difference between the
amount billed for medical expensesand the
amount paid.

Changing the prescriptive period from

See TORT REFORM Page 2

pay $10 million to SEC

servesinitsfilingswith the SEC. The com-
plaint allegesthat AmTrust and Pipoly dis-
closed the company’sgeneral actuaria pro-
cessfor estimating lossreserves, but failed
to disclose that Pipoly made consolidated
accounting adjustments that did not prop-
erly consider the actuarial analysesand di-
verged from the company’s actuarial esti-
mates.

The complaint further alleges that
AmTrust failed to disclose the specific fac-
tors or assumptions supporting Pipoly’s
judgmental adjustments, and failed to main-
tain sufficient supporting documentation
for management’s best estimate. Further,
AmTrust and Pipoly allegedly failed to dis-
close the loss contingencies created by
Pipoly’s judgmental adjustments to the
company’s historical experience. Accord-
ing to the complaint, by the end of 2015,

Pipoly’s total adjustments exceeded $300
million and impacted all of AmTrust's re-
porting segments.

The SEC's complaint, filed in federal
court inthe Southern District of New York,
chargesAmTrust and Pipoly with violating
the antifraud provisions of the Securities
Act of 1933, and violating or aiding and
abetting violations of the reporting, record-
keeping, and internal controls provisions
of the Securities ExchangeAct of 1934.

Without admitting or denying the SEC's
allegations, AmTrust and Pipoly have
agreed to permanent injunctions against
future violations of these provisions and
to pay civil pendlties of $10.3 million and
$75,000, respectively. Pipoly also agreed to
disgorge $140,000 and pay $22,499in pre-

See AMTRUST V SEC Page 8

becomes IIABL president

Mississippi withade-
greeinEnglishand mi-
nors in sociology,
Frenchand Education,
Casedtarted her insur-
ance career in Jack-
son, Mississippi. At
the time, her hus-
HL band, John, had ajob
inreal estatein Jack-
son after he gradu-
ated from the University of Mississippi.
Case came to work at Lowry-Dunham,
Caseand Vivienin 1973 asacustomer ser-
vice representative. At the time, her father
owned the agency having purchased it

Case

from Case'suncleyearsearlier. Lowry-Dun-
ham, Case and Vivien was established in
Slidell in 1901. After working at the agency
for nearly 20 years, Case and her husband
purchased the agency from her father.

Case holds the CIC designation and a
Certificate of General Insurance from the
Insurance I nstitute of America.

She has served on the board for the last
eight yearsbut hasbeen going to Big | con-
ventions as far back as she can remember.
“1 have been going to Big | conventions
since they were held at the old Edgewater
Gulf Hotel and later at the Broadwater

See lIABL OFFICERS Page 5

House to study appointing
insurance commissioner
See Page 9

Citizens board holds
July meeting in person
See Page 12

Lloyd’s surrenders
U.S. admitted licenses
See Page 17
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on cost of civil disorders
See Page 22
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one year to two years was not part of the
Civil Justice Reform Act, eventhough it was
part of earlier proposed legislation.

Edwardssigned HB 57 on July 13, and it
became Act 37 of the First Extraordinary
Session.

Billslimit liability relativeto COVID-19

During the 2020 Regular Session of the
Louisiana Legislature, severa bills were
passed which provide various entitieswith
protectionfromliability in COVID-19 expo-
sure lawsuits.

-Act 336, HB 826, by Rep. Thomas
Pressly, R-Shreveport, and severa co-au-
thors, effective June 13, 2020, is the most
encompassing of the liability protection
bills. It seeks to protect all businesses and
governmental agencies from litigation ex-
posure. Thelaw shieldsany defendant from
liability unlessaplaintiff can show that the

[

plaintiff’sinjury was caused by the failure
to substantially comply with applicable
COVID-19 procedures established by afed-
eral, state or local agency and that the in-
jury was caused by that business's gross
negligence. Thelaw hasno expiration date
and isretroactiveto March 11, 2020, when
the statewide public health emergency was
declared.

Employeesstill retain certain rightsand
remedies under the Louisiana Workers'
Compensation Law.

-Act 305, SB 508, by Sen. Patrick
McMath, R-Covington, effective June 12,
2020, is specifically tailored to the restau-
rant industry and designed to limit restau-
rants’ liability. The law applies to entities
serving prepared food and beverage prod-
ucts by dine-in, take-out, drive through or
delivery. AsinAct 336, therestaurant own-

ers and employees must be in substantial
compliance.

-Act 303, SB 491, by Sen. Sharon
Hewitt, R-Slidell, effective June 12, 2020, is
designed to protect people and businesses
who render or donate any disaster relief,
recovery services, or products from liabil-
ity in COVID-19 related injury or death or
property damage. The law is designed to
protect individuals or companies that ren-
der disaster relief, servicesor products out-
side the course and scope of their opera-
tions.

-Act 9, HB 59 by Rep. Buddy Mincey,
R-Denham Springs, from the 2020 First Ex-
traordinary Session, limitsliability for pub-
lic and private schools districts and
postsecondary institutions during a de-
clared state of emergency or apublic health
emergency. Included are public and private

PEACHTREE®

PSR Special Risk Brokers

of L ouisiana
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schools, governing authorities, charter
school governing authorities, public and pri-
vate postsecondary education systems, pub-
lic and private postsecondary education in-
gtitutions, public and private postsecondary
education management boards and the offic-
ers, employeesand agents. Theeffectivedate
isMarch 11, 2020. Thebill wassigned by the
governor on July 8.
Housestudy resolution

HSR 1 by Rep. Rodney Schamerhorn,
R-Hornbeck, requests the House Commit-
tee on House and Governmental Affairsto
study the feasibility and practicality of us-
ing the site of the former Department of 1n-
surancebuilding, including itsexisting park-
ing structure, to provide legislative apart-
ments and offices and to report itsfindings
to the House of Representatives prior to
the 2021 Regular Session.
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This tragedy is the light on the horizon signaling transformation

By Michadl G. Manes
Manesand Associates

He who knows not, and knows not that
he knows not is a fool. Shun him.

He who knows not and knows that he
knows not is simple. Teach him.

He who knows and knows not that he
knows is asleep. Wake him.

Hewho knows and knowsthat he knows
iswise. Follow him.

-Anonymous Arabic proverb

Wisdom defined (Bing): the quality of
having experience, knowledge, and good
judgment; the quality of being wise. Wis-
dom defined by Mike Manesissimply scar
tissue.

When my oldest son was two, we had a
candle burning on the table. He kept reach-
ing for the flame, and | kept stopping him
from hurting himself. As| watched me pro-
tecting himfrom life, | thought, “ Thisisstu-
pid.”

Hislast reach at theflame, | did not stop.
He pulled his hand back and cried. About
16 years later we were discussing, over a
beer, some of the stupid things he had done.
Some | knew about and some (I’'m glad) |
didn’t. Ashefinished, hesaid, “Onething |
never did again wastouchfire.” Helearned
quite young the wisdom of scar tissue.

At midnight onlast New Year'sEve, as
we raised our champagne glasses to toast
to Auld Lang Syne or on that New Year’'s
morning whenwe used Alka Seltzer or aspi-
rin to mitigate the pain of the aforemen-
tioned cel ebration, none of us, neither opti-
mist nor pessimist, could have, would have,
or should have expressed concern about
the coronavirus or the coming socia un-
rest and rioting that followed the desth of
GeorgeFloyd.

Inmy 70-plusyearsin life, | cannot re-
member a disease, epidemic, or pandemic
that hasfocused thisnation like coronavirus
has. It has aso slowed, shutdown or shut-
tered our economy as never before. Most,
if not al of us, have had our lives changed
in the short term and maybe more in the
long term than we can realize now. Thegood
news, on this one condition and occasion,
we have acommon enemy to fight together.
Thisis Chapter 1in the story of 2020.

Before 2020 reached the halfway point -
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Chapter 2 commenced. With the death of
George Floyd, our United States became
focused on the reality of Mr. Lincoln’s
speech onJune 16, 1858, inthelllinoisHall
of Representatives: “ A house divided can-
not stand.” This incredible, horrific trag-
edy has become the light on the horizon
that signals genuine transformational
change. People who once argued are now

From an historical

listening; they are finally squinting their
ears, not just to listen, but to understand.
It appears from reports on his record,
that Mr. Floyd was no saint, but he wasn’t
given the opportunity to answer for hisal-
leged sins. His case was decided by ajudge
and jury of one-the copwhokilled him. His
death eliminated any possibility for an ap-
peal. The camera captured the moment. We

perspective, |

believe, the peaceniks, demonstrators,
and hippie freaks did more to get us
out of Vietnam, than did the generals,
soldiers, and politicians.

PRODUCTS
YOU NEED.

PROFESSIONALISM
YOU DESERVE.

AmWINS

Access

don’t yet know all the facts. Nonethel ess,
thisevent has commenced transformational
social change. Timewill determineitslong-
term effectiveness.

Whenwelook back from thefuture, many
(most?) will credit Mr. Floyd' ssacrificeasa
pivotal moment in our history. His death
may have led us to and through conversa-
tions so important and so desperately
needed to bring “civil” to the forefront of
our civilization.

From an historical perspective, | believe,
the peaceniks, demonstrators, and hippie
freaks did more to get us out of Vietnam,
than did the generals, soldiers, and politi-
cians. We didn’t win that war, but we did
learn important lessons. Our elected |ead-
ership, declared victory, and withdrew. In

See WISDOM OF SCAR TISSUE Page 4
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Wisdom of scar tissue

the Vietnam War, the hearts and minds of
the people were asimportant in the end as
front line fighters and our elected leader-
ship.

Our house was divided, that's the bad
news. The hope for good news follows.

From Pioneer Press (June 7, 2020), the
images of the past weeks have been shock-
ing. First the video as the life of George
Floyd was taken out of him under the knee
of aMinneapolispolice officer. Then large
protests erupted on our streets. Followed
by the looting and flames destroying parts
of our community that were broadcast
around the globe. Then an outpouring of
support that gave many a cause and hope.

Aswe and the diverse media (sometilt
left and some tilt right), learn more about
George Floyd - the good, the bad, and the
ugly, we absorb the continuing drumbeat

FROM PAGE 3

of the media. We see or quietly ponder our
ideas and attitudes about this tragedy
against the story we see and hear. The good
news is that time and effort heal. The bad
news is that in a house divided, the pro-
cesscan and will be painful until enlighten-
ment occurs.

Near the closing of the movie Cool Hand
Luke(1967), welearn, “What we have here
isafailureto communicate.”

Wheat this country has struggled with in
the past and now is a failure to communi-
cate.

Communication is the negotiation of
meaning. George Bernard Shaw may have
captured the challenge we face, when he
said, “ The problem with communicationis
theillusion that it has occurred.”

Today, aswe begin our tomorrows, | urge
each of usto squint our ears. Know that we

don't see things as they are; we see them
asweare. Be open to and respectful of those
who differ. Max DePree says, “ Thefirst role
of the leader isto define reality.” What if,
going forward, each of usand all of uslis-
tened and learned thereality of each other?
Wheat if we don’t debate the past, present,
or future, but rather we try to understand
the person we are with. Play back in your
mindArethaFranklinsinging: RESPECT.

When respectisreal, trust can be earned.
Trust defined: (Webster’s Ninth New Col-
legiate Dictionary) assuring reliance onthe
character, ability, strength or truth of some-
one or something; onein which confidence
isplaced.

The reality of trust is in what you do,
not what you say.

We get through to people to the extent
we have unconditional regard for them as
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human beings. We all know the Golden
Rule: “Do onto others as you would have
them do onto you.” Let me suggest a Plati-
num Rule: “Do onto others as they would
have you do onto them.” Meet them where
they are.

Finally, be effectivein your communica-
tion. “Get what’sin your heart out through
your mouth or some other socially accept-
ablemeans.” (JamesP. Barton, Ph.D.)

Let'stalk! Peace.

MICHAEL G. MANES is the owner of
Manes and Associates, a New | beria-based
consulting business focusing on planning,
sales and operations, and change. He has
over 47 years of insurance industry expe-
rience, including serving as an instructor
of Risk and Insurance at Louisiana Sate
University.
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verage the synergies of like-minded or-
ganizations. Additional details will be
announced astheded isfinalizedin July.

Chicago-based Ryan Specialty Group
(RSG) and All Risks, Ltd., headquar-
tered in Delray Beach, Florida, have
signed adefinitiveagreement tomerge,
the companies announced in June. The
details of the transaction were not dis-
closed. The merger highlights how the
need for strong niche expertise is more
evident than ever in the specialty insur-
anceindustry, especially aspersonal in-
surance products become more direct-
to-consumer and digitized. “We are
pleased to join with acompany that has
an outstanding culture, exceptional tal-
ent and isastrong strategic fit with Ryan
Specialty Group,” Patrick G. Ryan,
founder, chairman and CEO of RSG said
inastatement. All Risks' Nick Cortezi,
CEO, and M att Nichols, president, will
continue to lead in senior executive
roles.

MEETINGSEDUCATION

Bossier Parish Community Collegehas
scheduled a property and casualty in-
surance pre-licensing course for two
weekends, Friday and Saturday, Aug 14-
15, and Friday and Saturday Aug. 21-22.
Classesare set for 8:00a.m. to 6:00 p.m.
onall four days. ArdieCesariowill teach
the course. Those registered for the
course may pick up their books at 6220
E. TexasSt. in Bossier City on Thursday,
Aug. 13 between 11:00am. and 1:00 p.m.
The fee for the course is $289, which
includes the book. For questions, call
318-678-6015. Registrationisavailable
online at bpcc.edu.

USAGE-BASEDMARKET

A new study by ValuatesReportsindi-
catesthat theglobal usage-based insur -
ancemar ket isprojected toreach $77.25
billion by 2026, upfrom $25.46 billionin
2020, Insurance Business America re-
ported on June 29. The market is ex-
pected to grow at a compound annual
rate of 20.32 percent between 2020 and
2026. Thereport findsthat the growth of
usage-based insuranceisdriven largely
by the rising adoption of smartphones
and connected vehicles. Auto manufac-
turers are increasingly working with

See NEWS IN BRIEF Page 6
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IHIABL officers

FROM PAGE 1

Beach,” Casetold the Reporter. Her father
wasinstalled president of IABL in1974. “I
formed many cherished friendshipswith the
people associated with IIABL,” Case said.

Case did not give an acceptance speech
inperson, but viathemonthly [IABL news-
letter. In her acceptance column, Case
lauded IIABL Immediate Past President
O’ Connor for hiswork thispast year. “ Joey
O’ Connor has been a steady guide for the
board this past year, and | can honestly say
that the board has not missed a beat de-
spite the unforeseen challenges we have
encountered recently,” Case saidin her ac-
ceptance column. “It would be hard to
count the planning sessions, the research

homework, the phonecalls, thebig and small
meetingsthat have been required of him all
while still keeping things going smoothly
at his own agency during this turbulent
time,” Case added.

Case believes that the biggest threat to
the independent agency system is finding
theright technology that can help the small
independent agency compete with the di-
rect writersand onlinewriters. “Thebig re-
tailers can afford to have technology built
for them, but the smaller agencies cannot,”
Casetold the Reporter.

During her term, Caseisnot really sure
what to expect in the coming year. “Will
there be meetings and gatherings as in the

GREAT OPPORTUNITY
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Telecommuting, work from home, an option

Interested candidates should apply directly to:
resumes2020@hotmail.com

SCOTTISH

past? At this point we do not know,” Case
said. The onething that shewantsthe mem-
bers to know is that whatever the board
decides, it will be done with the safety of
the membersin mind, aswell asthe future
success of the agencies and our industry.
The members can expect to see, front and

Case has served on the Agents Advi-
sory Council for LWCC and Hanover In-
surance Company and on the Commercial
LinesCommitteefor CNA'sPACER panel.
She is atwo-time past president of the In-
surance Women of St. Tammany and was
twice recognized by the association as In-

Case believes that the biggest threat to
the independent agency system is find-
ing the right technology that can help
the small independent agency compete
with the direct writers and online writers.

center, technology resources to help them
competeintheworld of tomorrow, helpwith
markets, timely newsand information, edu-
cation brought to themembersin new ways,
new products and resources to help mem-
ber agencies work through the issues af-
fecting them, and always a close eye on
andinvolvement in regulationsand legisla
tion that might affect the members.

She believes that the biggest benefit to
membership in 1ABL is Jeff Albright and
the staff in Baton Rouge providing advo-
cacy in the Legislature and at the Depart-
ment. The education programs offered by
IIABL are aso aplus along with IIABL’s
E& O program.

Casetold the Reporter, “that shewanted
to express her appreciation to her agency
team and her family who have alwaysbeen
understanding of her time devoted to
ITABL,” she said. “I especially wanted to
thank my husband who isalways my stron-
gest cheerleader and supporter,” Case
added.

I|'.i'hI

Js¢' AMERICAN

“A NEW NAME for the same team You have trusted for vears”

surance Woman of the Year.

Sheisapast president of PIA of Louisi-
ana and was named PIA of Louisiana's
Agent of theYear in 2001. Sheasoreceived
PIA of Louisiana’s Chairperson of the Year
award for her work heading up the Com-
pany Relations Committee. In addition, Case
received the Insurance Woman of the Year
award fromthe 1752 Club of Louisiana

A strong proponent of community sup-
port, Case has served as president of the
Slidell Rotary Club, the Olde Towne Slidell
Merchants Association, and the Women's
Health Foundation, as well as director on
the boards of the Youth Service Bureau of
. Tammany and the Slidel | Heritage Foun-
dation Inc. Currently she is a co-chair of
the Slidell Economic Development Alliance.

Casewas selected asthe Rotarian of the
Year in 1997, was the recipient of the 2008
Athena award for leadership and profes-
sional excellence, and was a CitiBusiness

See [IABL OFFICERS Page 6
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IHIABL officers

Woman of the Year honoree.

The memberswho took office along with
Case are Donelson Stiel, David H. Stiel Jr.
Agency, Franklin, president-elect, and
Michael Scriber, Scriber Insurance Services,
Ruston, secretary-treasurer. Johnny
Bechmann I11, AssuredPartners, New Or-
leans, isthe state national director.

New to the state board are M att Graham,
The Lincoln Agency, Ruston, and Hartwig
“Robby” Moss |V, Hartwig Moss Insurance
Agency, New Orleans.

Continuing on the board are Ann Bod-
kin-Smith, Thomson, Smith and Leach In-
surance Group, Lafayette; Matthew de
Blanc, Continental Insurance Service,
Marrero, and Chris Haik, Haik Insurance
Holdings, L afayette; Rob Eppers, Risk Ser-
vicesof Louisiana, Shreveport; Stuart Har-
ris, McClure, Bomar and Harris, Shreveport;

FROM PAGE 5

Ross Henry, Henry Insurance Services,
Baton Rouge; Bret Hughes, Hughes Insur-
ance Services, Gonzales, Harry Kelleher,
Harry Kelleher and Company, Harahan;

And Philip “Phe” McMahon, Paul’s
Agency, Morgan City; Lydia McMorris,
Alliant Insurance Services, Baton Rouge;
Eugene M ontgomery, Community Financia
Insurance Center, Monroe; Joe Montgom-
ery, Thomas and Farr Insurance Agency,
Monroe;

Also Paul Owen, John Hendry Insurance
Agency, Zachary; Martin “Teeny” Perret,
Quality Plus Insurance, Lafayette; Robert
Riviere, Riviere Insurance Agency,
Thibodaux, and Armond Schwing, Schwing
Insurance Agency, New lberia.

The Young Agent representative on the
board is Brittni Lagarde, Southern Insur-
ance Agency, New Orleans.

Insurance Commissioner Jim
Donelon announced July 6 hisapproval
of a permanent decrease of 9.6 percent
in the rates for auto insurance policies
issued by State Farm Insurance Com-
pany for Louisianadrivers.

This auto insurance reduction by
State Farm, follows approved decreases
of 4.5 percentin 2018, 6.5 percentin2019
and 2.3 percent in March of 2020, which
total a 23 percent decrease in the last
two years.

“ State Farm provides auto insurance
for morethanamillion Louisianapolicy-
holders and has been at the forefront of
giving consumersrelief from their auto
premiums due to decreased driving dur-
ingthe COVID pandemic,” Donelon said.

“We've seen many other local and

State Farm slices auto rates

national insurers do the same since the
issuance of nationwide stay at home or-
dersthat haveresultedin Louisianapoli-
cyholders receiving over $202 million
dollarsin rebates or refunds.”

Additionally, Louisiana sprivate pas-
senger auto insurers continue to return
auto premium to Louisiana driversas a
responseto emergency declarationsand
stay at home ordersin place throughout
theU.S. and Louisiana.

Insurersare seeing significantly fewer
milesdriven, resulting in areductionin
the frequency of accidents and claims
filing, aswell asultimate lawsuitsbeing
filed.

Theeffective date of State Farm’scur-
rent reduction is August 24, 2020, for
new and renewal policies.
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smartphone and tablet manufacturersto
deliver products and services to be
available in vehicles. The boost in de-
mand for electric vehicles has also fos-
tered the creation of applications that
allow customers to connect their
smartphonesto their carsin order to test
the vehicle's battery, which has in-
creased growth in the app-based usage-
based insurance market. Valuates Re-
ports says usage-based insurance also
reducestherisk of accidentsand vehicle
theft.

MARRIAGEAND INSURANCE

In a recent survey conducted by
ValuePenguin, 39 percent of married
couples experienced arguments over
insuranceand nearly aquarter hadn’t
spoken to their partner about insur-
ance at all. Here'swhat ValuePenguin
found: the two primary sources of dis-
agreement werewhich insurer to use (16
percent) and making aclaim (11 percent).
More married couples have joint poli-
ciesfor auto insurance than they do for
health insurance; nearly three-quarters
of married Americans have ajoint auto
policy, while just over half share the
same health insurance policy. Older
Americansare morelikely to share auto
insurance policies with their spouse,
while peopleunder 50 aremorelikely to
share health insurance policies; thisis
partly dueto the fact that older Ameri-
cansmay beonMedicare, inwhich each
person has a separate policy. Nearly a
quarter of married consumershave never
discussed or reviewed insurance poli-
cieswith their spouse. ValuePenguinis
part of LendingTree.

BUSINESSINTERRUPTION

Mounting business-interruption law-
suitsresultingfromthe COVID-19 pan-
demiccould deal insurer shillionsof dol-
larsin losses, rivaling their liability from
asbestos litigation about 30 years ago,
analysts predicted on July 1. Insurers
worst-case business-interruption liabil-
ity from the outbreak could top $25 hil-
lion, which would match losses from
some Category 5 hurricanes, a Wells
Fargo Securities analyst told the Wall
Street Journal. The amount is a quarter
of what insurers lost from the asbestos

See NEWS IN BRIEF Page 10
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AmTrust v SEC

judgment interest.

The settlements with AmTrust and
Pipoly are subject to court approval, the
SEC said inits statement.

The SEC'sinvestigation was conducted
by investigators in the SEC’s Fort Worth
Regional Office, andthe SEC'slitigationwas
led by attorneys of the Fort Worth Office.

AmTrust is a Delaware corporation,
headquartered in New York. AmTrust's
common stock was registered with the SEC
and traded on the NASDAQ. AmTrust’s
preferred stock and subordinated notes
wereregistered and traded on the New York
Stock Exchange.

As of Dec 31, 2015, AmTrust had 17
wholly owned domestic subsidiaries that
collectively werelicensed to providework-
ers’ compensation insurance and commer-
cial property and casualty insurance in all
50 states, the District of Columbia and
Puerto Rico. AmTrust’s wholly owned in-
ternational subsidiaries also provided in-
surancein Europe and Bermuda, according
tothe SEC civil proceeding.

Asthe SEC described it, AmTrust wasa
“highly acquisitive” company that grew
rapidly, both domestically and internation-
ally. The company’s consolidated gross
written premium surged from $1.2 billionin
2009t0$6.8hillionin2015. By Dec. 31, 2015,
AmTrust had approximately 6,200 employ-
ees serving 12 countries and territories.

On June 21, 2018, AmTrust’s public
stockholders approved an offer to purchase
their common stock in agoing-privatetrans-
action. The transaction closed on Nov. 29,
2018, and trading in AmTrust’'s common
stock was suspended, according to the
SEC’s civil action. AmTrust’s common

FROM PAGE 1

stock was subsequently delisted, and on
Feb. 7, 2019, AmTrust voluntarily delisted
the listed securities as well. As a result
AmTrust’s reporting obligations were sus-
pended, and AmTrust isno longer required
tofileany reportswith the SEC.

Before AmTrust announced the go-pri-
vate deal in January 2018, AmTrust’'scom-
mon stock had tumbled to less than $9 per
sharein late November 2017 from about $28
per share in December 2016, according to
S& P Global. The company had made mul-
tiple earnings restatements and delayed
making required financial reportsin 2017.
Those issues were accompanied by “sub-
stantial quarterly losses’ and charges that
surprised the analysts who followed the
insurer at thetime, S& P Global said.

When the deal was proposed, the
Karfunkel-Zyskind family owned or con-
trolled about 43 percent of AmTrust’s out-
standing common shares, S& P Global re-
ported, a stake large enough to control the
company led by Barry Zyskind. Sharehold-
ers weren't happy with the proposed deal
and pushed for ahigher price. Eventualy, a
panel of directorsagreed to $12.50 per share.

Ultimately, investor Carl Icahn pressured
thefamily and Stone Point to raisetheir of -
fer to $14.75 ashare, wherethe deal closed
in November 2018 at an equity valueof $2.9
billion, S& P Global said.

A classaction lawsuit wasfiled against
AmTrust, Zyskind and Pipoly in July 2014
seeking damages on behalf of investors
who purchased AmTrust common and pre-
ferred stock between Feb. 15, 2011, and Dec.
11,2013,

See AMTRUST V SEC Page 9
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AmTrust v SEC

In the lawsuit, plaintiffs Michael Harris
and Stuart Schapiro alleged that AmTrust
understated its losses from insurance op-
erationsby $289.9 million, and thereby over-
stateditsincomeby alikeamount. Theplain-
tiffsciteaDec. 12, 2013, report by analyst
firm Geoinvesting that exposed AmTrust as
a“House of Cards.” Drawing on financial
information that AmTrust’'s subsidiaries
filed with stateinsurance commissionersin
theU.S. andin Bermuda, Geoinvesting dem-
onstrated that from fiscal 2010 through 2012,
AmTrust concealed the $289.9 million in
losses through an “unknown accounting
manipulation.”

AmTrust’s subsidiaries’ individual fi-
nancial reportsfiled with insurance regula-
tors showed aggregate loss and loss ad-
justment expenses for 2010 through 2012
that was $289.9 million greater than theloss
and | oss adjustment expensesthat AmTrust
reported in its consolidated financial state-
mentsinitsannual reportswith the SEC for
2010through 2012.

In afootnote, the plaintiffs explain that
Geoinvesting hypothesized that AmTrust
hid thelosses by having its U.S. subsidiar-
ies cede some of their lossesto AmTrust’'s
Bermudareinsurer, which then ceded them
to its Luxembourg subsidiaries, while re-
taining the corresponding insurance pre-
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miumsinits Bermudasubsidiary. AmTrust
then consolidated itsentire operationswith-
out ever recognizing or revealing to inves-
torsat least $276.9 million of losses ceded
to its Luxembourg subsidiaries. Plaintiffs
could not determine whether or not that
particular accounting manipulation actually
occurred.

AmTrust responded to the Geoinvesting
report by contending the report was full of
inaccuracies and that AmTrust’s financial
reporting and that of its foreign subsidiar-
ieswasin conformity with GAAP, AmTrust
saidin court papersfiledintheU.S. District
Court for the Southern District of New York.

In his opinion filed Sept. 9, 2017, U.S.
District Judge L ewisA. Kaplan of the South-
ern District of New York saw things
AmTrust’'s way and dismissed three law-
suitsthat werefiled in 2017 alleging securi-
tiesviolations. Thelead plaintiff was New
England Carpenters Guaranteed Annuity
and Pension Funds. Other plaintiffs were
Albano and Jupiter Capital, ILRT and
Stanley Newmark.

What the plaintiffsdid know isthat, prior
to AmTrust, Pipoly was the controller and
an executiveofficer a PRSInsurance Group,
the parent company of Credit General, a
property and casualty insurer that waslig-
uidated in 2001 by Ohio regulators after it

House to study appointed commissioner

A House Resolution was passed during
the 2020 First Extraordinary Session of the
L egislature that requests the House Com-
mittee on Insurance to study and makerec-
ommendationsregarding the effects of mak-
ing the commissioner of insurance an ap-
pointed position, including what effectsthe
change would have on Louisiana’s insur-
ance market and the cost of insurance to
L ouisianaconsumersand to report thefind-
ingstothe House no later than Feb. 1, 2021.

The proposal, HR 36 was sponsored by
Rep. Tanner Magee, R-Houma, who is
speaker pro tempore of the House. The
measure was reported favorably by the
House Committee on Insurance on June 24
by 9-0 vote. A day later the House adopted
the resolution on an 89-6 vote.

In introducing the resolution, Magee
pointed out that R-Street gave the Louisi-
ana legislature accolades for passing the
tort reform legislation, which R-Street said

could move Louisiana closer to making a
passing grade when it doles out grades.
For two years in a row, Louisiana has
finished dead last, with agrade of Fin the
R-Street Intstitute’s annual report card of
the insurance regulatory environment in
each of the 50 states. R-Street indicated that
the tort reform passed by the Louisiana
Legidlature could put Louisiana on a path
out of the basement, just by making the
state’ stort environment more average. The
referencewasto SB 418 from the 2020 Regu-
lar Session of the Louisiana Legislature,
which turned out to be hopelessly flawed
and was vetoed by Gov. John Bel Edwards.
R-Street said the bill didn’t fix all that
ailsthe state’sregulatory environment, be-
cause Louisiana “remains a state that po-
liticizesregulation with an elected insurance
commissioner....” R-Street hashistorically

See APPOINT COMMISSIONER Page 10
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was reveded that its CEO, Robert Lucia,
had committed fraud and stolen $30.0 mil-
lion through transactions with a series of
related party offshore entities. Lucia was
accused of bank fraud, money laundering
andfiling falsetax returnsin a 16-count fed-
eral indictment for hisfraud at PRS. He pled
guilty and was sentenced to 10 monthsin

prison and fined more than $56,000.

Pipoly became CFO of AmTrust after he
assisted AmTrust in purchasing certain as-
setsfrom PRS Group, according to thelaw-
suit. Pipoly served as executive vice presi-
dent and chief financial officer of AmTrust
from 2005 until June 5, 2017, according to
court documents.
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Appoint commissioner

taken adim view of stateswith elected in-
surance commissioners and slashes points
off their scorefor electing commissioners.

Donelon spoke against appointing the
commissioner. After being activewithNAIC
and serving as president of the associa-
tion, Donelon is convinced that an elected
commissioner is preferable. He points to
seniority as one of the reasons to elect.
Elected commissioners serve longer than
appointed commissioners, which last an
average of threeyears. Appointed commis-
sioners are appointed primarily by gover-
nors. Donelon believes the short time ap-
pointed commissioners serve is not in the
best interest of the consumer.

Donelon told the panel if thelegidlature
goes to an appointed commissioner, the
state would immediately go up a letter
grade, from an F to a D. “The industry is

not keen for the most part on elected com-
missioners.” If the legislature would also
take Louisiana out of being one of the 15
states that has prior approval of rates and
moveto auseand file system asmost states
have, the state would go up another letter
grade. “We would be at average for those
two billsalone,” Donelon said.

He explained that the Department of In-
surance budget is$30,700,000, and 10 years
agoitwas$30,200,000. “My work forcewas
275 employeeswhen | took officein 2006.
Today, itis225full timeemployees. During
the Jindal administration we were assess-
ing every policyholder in the state, money
that flowed to the general fund. And cost
policyholders $25 million ayear. We have
repealed that authority to assess. And
weaned the state of f of that $25 million. This
year itis$8 million. Itismore than we need,

but that is not 2.5 times our budget, but it
should not be. That is a back door way of
funding state government on feesrather than
a2/3 vote of the legidature to pass taxes.”

Donelon said that he inherited one of
thefiveor six highest premiumtax arrange-
mentsinAmericaand hasworked every way
to get consensus amongst insurers in our
gatetolower those premium taxes. Heagrees
with the R-Street report on that aswell.

Still, he does not agree with R-Street on
appointing an insurance commissioner and
not requiring prior approval of rates. He
offered two reasons why “that is a really
bad idea.” One is State Farm. When State
Farm came with an increase in 2008. They
asked for a 14 percent rate increase, which
amounted to threetimes 14 percentin Slidell,
Metairie, Lafayette and Cameron Parish
because rates in coastal areas had been
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suppressed for political reasons and the
cost was shifted to the central and north-
ern parts of the state. That no longer hap-
pens, Donelon said. “Now when they get a
rateincrease, itisflat acrossall 64 perishes.

State Farm said their indicated need was
28 percent, but they knew Donelon
wouldn’t go for that so they cut it in half.
He said, “That’'s not how | do business. |
liketo have an actuarial basisfor whatever
decision | make.” In 2006, they had taken a
rate increase backed up by three catastro-
phe models. Donelon had them removethe
outlier model and the 28 percent indicated
went down to eight percent, which was ap-
proved.

R-Street doesn't likeDonelon’sdesk rule
that allows rate increases only once a year.
“Itisabone of contention with theindustry,
andworksagainst meonthe R-Street report.”
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litigation, whichis considered thelong-
est and most-expensive masstort in the
U.S. The prediction comesasanincreas-
ing number of businesses across the
country impacted by the coronavirus
shutdowns sue their insurers to force
them to cover billionsin businessinter-
ruption losses.

PPACAPARTICIPATION

Closeto half amillion peoplewho lost
their health insurance amid the eco-
nomic shutdown to slow the spread of
COVID-19 have gotten coverage
through HealthCare.gov, Insurance
Business America said the government
reported June 25. The numbersfrom the
Centersfor Medicareand Medicaid Ser-
vices come asthe Trump administration
isexpected tofilewritten argumentsina
Supreme Court case to overturn the Af-
fordable Care Act. That would jeopar-
dize coveragefor some 20 millionAmeri-
cans and put at risk protections for
peoplewith pre-existing health problems.
The figures are partial because they
don’t include sign-ups from states that
run their own health insurance market-
places. Major states like Californiaand
New York arenot counted in the federal
statistics. An estimated 27 million people
may have lost job-based coverage due
to layoffs, and peoplewho lose employer
health careareeligiblefor aspecia sign-
up period for subsidized plansunder the
Obama-eralaw. Many may also qualify
for Medicaid. The report from the gov-
ernment showed that about 487,000
people signed up with HealthCare.gov
after losing their workplace coveragethis
year. That's an increase of 46 percent
from the sametimeperiod last year.

PANDEMICBRINGSCHANGE

Asthe COVID-19 pandemic continues,
insur ersar e changing how they cover
businesscustomersover theshort term,
but some suggest the pandemic could
beacatalyst for bigger and more perma-
nent changes in the commercial insur-
ance market that could enable disrupt-
ers to garner greater market share, the
Financial Times reported in June. In
terms of employeesworking from home,
someinsurers havetemporarily extended
their existing workplace policies so that

See NEWS IN BRIEF Page 13
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Citizens board holds July meeting in person without a quorum

The July 9 meeting of the LouisianaCiti-
zens Property Insurance Corp. (Citizens)
board of directors was held in-person at
the Department of Insurance building in
Baton Rouge. The meeting was held even
though there was not a quorum to approve
thevoteable agendaitems. During the meet-
ing, Citizens CEO Richard Newberry up-

dated board members on the company’s
depopulation plan for 2020 and 2020 catas-
trophe storm preparations, whileVice Presi-
dent of Accounting and Finance Joseph
Sciortino told board members about the
2020 assessment rate, the 2005 deficit re-
certification and the company’s financial
situation through the end of May 2020.
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Newberry told the board that when
COVID-19 caused the economic shutdown,
Citizenswasableto flip aswitch and begin
working remotely. “We had been testing the
system for thelast three years, anticipating
something happening to the office, not a
pandemic,” Newberry said.

In his report, Newberry told the board
that the 2020 plan for depopulation is to
continue offering take-out opportunitiesto
property insurers, and to comply with all
aspects of the revised statute.

Citizens' will manage the depopulation
process so that the decrease in policies will
still belimited for the sustained viability and
operational planning of the organization.

For Citizens, reducing the exposure of
the corporation in the most optimal manner
possible is a mgjor factor in choosing the
policiesto offer for depopul ation.

There are two companies signed up for
the 2020 depopulation process, SafePoint
Insurance Company and Southern Fidelity
Insurance Company.

Hetold the board that the selection por-
tal opens on Sept. 1, 2020, for companies,
the authorization portal opens for agents
on Oct. 1, 2020, and the system closes to
agents and companies on Oct. 31, 2020.
Then, Citizens will send the assumption
notification documents to companies and
agentson Nov. 20, 2020, and policyholders
have until Feb. 28, 2021, to opt-out.

Againthisyear, Citizenswill offer 4,000
policiesfor take-out.

Next, Newberry updated the board on
2020 catastrophe storm preparations.

Hetold the board that despite facing sev-
erd unexpected chalengesduetothe COVID-
19 pandemic, Citizens strong relationships
and market reputation allowed itsreinsurance
program to be completed with minimal rate
increases and preservation of key structural
features and $600,000 under budget.

The 2020 reinsurance structure has $560
millionin coverage, down $50 millionfrom
2019's$610 millionin coverage. Evenwith
thereductionin coverage, Citizens' blended
average exhaustion rate went up to a 303
year probablemaximum|ossfrom 2019's302
year probable maximum | oss.

“A scientific approach to depopulation
alows Citizens to generate a higher per-
centagereductionin reinsurance costsrela
tive to the percentage of premium lost,”

We're So Much More Than Just Another
MGA/Wholesale Broker for Louisiana.

CRC is a nationally leading MGA/Wholesale

Newberry told the board. “Citizens had a
$145,000 dropin premium with acorrespond-
ing drop in insured property value of $16
million,” he added.

Citizensinitially marketed theplanto 147
reinsurers in early March but had to do a
Zoom meeting involving 84 reinsurers after
the start of the pandemic. Eventually, 40
reinsurerssupported placement. Therewere
even four new reinsurers added to the 2020
placement.

Newberry reported to the board that Citi-
zenshad 35,805 policiesinforceat theend
of May 2020 with atotal insured value of
$6.9 billion compared to 38,074 policiesin-
force at the end of May 2019 with a total
insured value of $7.4 billion.

During Sciortino’s report, the VP of ac-
counting and finance reviewed the 2021
emergency assessment rate calculations.
Sciortino indicated that Citizens' 2021 as-
sessment rate will go down to 2.49 percent
for 2021 from 2.60 percent in 2020.

In making the cal cul ationsfor the assess-
ment rate, Citizens uses the previous year's
assessable property insurance written pre-
mium and the expected debt service costsfor
the assessment year. The assessable written
premiumfor 2019was$2.7 billion, anincrease
of $69.4 million, according to Sciortino. The
estimated debt service costsfor Citizensfor
2021 will be $66.4 million, according to the
Regions Bank bond trustee.

Thenew ratewill beeffective Jan. 1, 2021.

According to Sciortino, each year Citi-
zens has to certify the current deficit from
the 2005 storms. According to the July 9
meeting handouts, Citizens' deficit fromthe
2005 KatrinalRitastormsincreased by about
$1.64millionto$1,358,057,776 from 2019's
$1,356,420,776. The deficit certificationis
performed in-house with areview by Citi-
zens auditor as part of the company’s an-
nual financial review.

In addition, he reported that Citizens
ended May with asurplusof $190.5 million
compared to $186.5 million at the beginning
of 2020. Citizens' net income through the
end of May was $3.78 million, which is
$195,000 morethan the budgeted income of
$3.58million.

Hereported that Citizensended May with
$224.3millionintotal cash andinvestments,
compared to $220.9 millionintota cashand
investments at the beginning of 2020.
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staff working from home have the same
coveragethey wouldintheoffice. If more
people work from home permanently,
companies will have to think carefully
about their employers' ligbility insurance.
From a risk management perspective,
employerswill haveto ensurework sta-
tions are set up correctly so that em-
ployeesdon’t have health issuesrelated
totheir work stationsand that their elec-
tronic devices are secure. With arisein
ransomware attacks and other
cyberattacks, employers will need to
consider cyber coverage and the risks
of handling lots of datain remote loca
tions. Meanwhile, InsurTech companies
arelooking for openingsin the commer-
cial insurance market, using artificial in-
telligenceand onlinedistribution to grab
market share, and as more people work
from home, thiscould be amajor oppor-
tunity for thosefirms.

OVERDOSEDEATHS

AccordingtoaWhiteHousedrug policy
officeanalysis, therewasan 11.4 per-
cent year-over-year increase in drug
overdose fatalities for the first four
months of 2020, confirming experts
early fearsthat precautionslike quaran-
tines and | ockdowns combined with eco-
nomic uncertainty would exacerbate the
addiction crisis, Politico reported June
29. The White House drug czar told Po-
litico that not all states reported their
numbers, but experts expect the death
count to continue rising as more people
turn to substance use to deal with anxi-
ety, social isolation, and depression.
Kentucky estimated it had a 25 percent
increase in overdose deaths between
January and March, while other state
data shows arise in emergency depart-
ment visitsand EM S calls connected to
overdoses increasing between March
and June. West Virginia, another state
hit disproportionately hard by the ad-
diction crisis, reported 923 overdose-re-
lated EMS calls in May, a roughly 50
percent jump compared to year-earlier
figures.

LLOYD”SDONATION

Lloyd’s donated $500,000 to the new
children’s fund, said Hank Watkins,
president of Lloyd’s Americas, and
board member, Insurance Industry Chari-
table Foundation’s Northeast Division.
Watkins announced the donation July
2. Asthe COVID-19 pandemic contin-
ues to keep people at home and health
care professionals working around the
clock, the insurance industry has been
stepping up to help. ThellCF set up the
Children’s Relief Fund, which isan ef-
fort ongoing to encourage industry par-
ticipants, brokers, insurance companies,
reinsurers, to contribute not only as cor-
porate donors, but to encourage their
employees to contribute, as well,
Watkins explained. This money is dis-
tributed between thefour U.S. divisions
of IICF and goes solely to children in
crisisasaresult of thispandemic. Dona
tionsrecently passed the $1 million mark,
according to Watkins, who said that
Lloyd's contributed half a million dol-
larstothat fund. That was part of amuch
larger global charitable contribution that
Lloyd'sismaking of $18.6 millionto make
surethat people aretaken care of inthis
timeof crisis.

LIGA members elect new board member

The Louisiana Insurance Guaranty As-
sociation (LIGA) held the annual member-
ship meeting and board of directors meet-
ing remotely on June 25. Theregular quar-
terly meeting washeld immediately after the
annua membership meeting.

During the annual meeting a new board
member was elected by the membership.
Each year, three seats are scheduled for
appointment or election.

This year, one seat was up for re-elec-
tion. The membership voted to elect Jenni-
fer Wise, Zurich, to the seat vacated by Tom
McCormick’sretirement fromtheboard. The
two other seats are appointed by the Com-
missioner of Insurance and the Speaker of
the House, respectively. The Commissioner
reappointed Denis Husers. William D.
Hughesl11, notified LIGA that heisretiring
fromLIGA, and LIGA hasrequested anew

appointment from L ouisiana Speaker of the
House Clay Schexnayder, R-Gonzales.
During the quarterly meeting, the board
heard about the new claims system and a
new liquidation. In addition, the board was
updated on claims and on the billsthe leg-
islature considered that affect LIGA.
Atthemesting, LIGA ExecutiveDirector
John Wells updated the board on the new
claims management system. Wellstold the
board that in February hereceived the news
that Andrew Holladay, the chief technol-
ogy officer for the National Conference of
Insurance Guaranty Funds (NCIGF), was
leaving NCIGF to take over product devel -
opment at Lightspeed. Wellstold the board
that Holladay has been the foremost cham-
pion of data security and improving data
transfer for themembersof NCIGF. Holladay
told Wells that he saw Lightspeed as the

place where he could make the most impact
for the guaranty fund community.

Since Holladay’s arrival at Lightspeed,
he has significantly improved Lightspeed's
communication, transparency, and respon-
siveness, Wells told the board. Lightspeed
is also establishing a user advisory board
and asked Wellsto participate on the board.
Wells is hopeful that this revamping of
LIGA'stechnology vendor will continueand
eliminate LIGA’s need to develop an inde-
pendent data system.

Wellsinformed the board that Gateway
Insurance Company, acommercial autoin-
surer domiciledinlllinois, wasplacedinlig-
uidation on June 8, 2020, by the Illinois
courts. LIGA expectsto get more than 200
claims. Gateway’s nichein the market was

See LIGA BOARD Page 14

.

gy »

Providing service
that goes beyond

just a rate.

)

L

rodco

Michael 5t. Germain

sainidrodooworidwide com

Sharon Trapani
shamr{@rodeowondwide com

Sheral Robinson

sheralldurooowarlch e, com

P 504 8335700 7 F S04 B34 5770

_"I'
i

Ty

£

.

e
ooy

COMMERCIAL & CASUALTY COVERAGE

PROPERTY COVERAGE

R ¥

o -'-‘. = =
g =
= "
——
= —

o *"'
{

NOW OFFERING NAMED STORM DEDUCTIBLE!




PAGE14 LOUISIANAREPORTER JuLY 2020

LIGA board

FROM PAGE 13

coveringtaxi, livery, ride-share, and similar
vehiclesfor hire. LIGA doesnot expect any
significant changes to staff, operations, or
finances as a result of thisinsolvency.

Wells updated the board on LIGA's
COVID-19 precautions. When the stateis-
sued its persona health and stay-at-home
advisories, LIGA responded by ensuring
that LIGA’s essential work would continue
to be performed and that aminimum amount
of staff would be on LIGA’s premises at
any giventime. LIGA accomplished thishy
allowing half of itsstaff towork from home.
The other half rotated shifts so that only
two or three people would be in the build-
ing at a time. LIGA purchased masks,
gloves, and hand sanitizer. LIGA met with
its cleaning personnel, changing up how
the office was cleaned. As a precaution,
LIGA also engaged the services of a pro-
fessional to treat the entire office with a
disinfectant.

Wellstold the board about thetwo billsin
the 2020 regular session that attempted to
changetheLIGA Law. Thefirst bill wasabill
proposed by the Department of Insurance
that would strengthen LIGA's position as a
payer of last resort by mirroring language
passed by California. The language was
quoted in a favorable opinion by the U.S.
Appellate Court. According to Wells, the
bill passed without much discussion.

The second bill was backed by a medi-
cal group which sought to remove certain
insureds under agroup policy from the net
worth exclusion. According to Wells, the
bill was poorly written, leaving termsunde-
fined and creating potential conflicts with
other parts of the law. While versions of
the bill passed in the House and the Sen-

ate, it was tabled before final conference.

According to Wells, LIGA law createsa
delicately balanced public-private partner-
ship. This ecosystem provides for checks
and balancesin many forms. Some of these
are necessary to ensure that both the pri-
vateinsurers and the state have input. Oth-
ers help protect the solvency of the fund or
minimize the effect on the state budget.

Over the past severa years, added Wells,
L ouisianahas experienced significant turn-
over inthelegislature. “When | have been
at the capitol in recent years, | have been
amazed how misunderstood the LIGA Law
isand how easy it isfor well-intended leg-
islatorsto disrupt LIGA’s balance,” Wells
told the board. He believesit isimperative
that LIGA develop and implement alegisla-
tive education plan. The plan’sgoal would
beto educate key legidative members/staff,
key Department of Insurance staff, aswell
as the trades and industry. Wells told the
board that he and LIGA’s General Counsel
Stephanie Laborde will be working on an
outline to share with the Legal Committee
later intheyear.

Wellsreported that asof April 30, LIGA’s
investment account at Wells Fargo Advi-
sors had avalue of $148,626,552 on a cost
basis, withamarket value of $155,337,846.
LIGA’s holdings consist of 15 percent
Corporatesand 85 percent U.S. Treasuries/
Agenciesand LIGA's current annual yield
isat 1.95 percent.

In Wells' report to the board, he told the
board that one of LIGA’s corporate bonds
wasdowngraded by the S& Pto BBB+ dueto
an anticipated drop in sales and earnings.
LIGA'sinvestment policy states that man-
agement will advise the board when any
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bond drops below A-. Wells Fargo has re-
viewed thedowngrade of PPG and suggested
holding the investment at this time. Wells
Fargo advised that PPG has a strong liquid-
ity positionincluding $1.3hillionin cash, $2.2
billionin open credit and astrong cash flow.
LIGA ClaimsManager DeidreArceneaux
reported to the board that LIGA had re-
ceived 234 claimsfrom the Gateway Insur-
ance Company liquidation. The 234 poli-
cies mostly cover taxi cabs, Uber/Lyft and
non-emergency paratransit vehicles. She
told the board that LIGA’s current staffing
has the capacity to handle these files.
According to Arceneaux, the Claims
Department currently consists of seven

members: one manager, five examinersand
one claims assistant.

Thefive examiners are dedicated to the
following specialties: two workers' comp
examiners, two auto examinersand one en-
vironmental examiner.

InArceneaux’sreport to the board, from
Aug. 31,2019, toMay 31, 2020, openclaims
decreased from 1,177 t0 1,044.

Of the Claims Department’s 1,044 pend-
ingfiles 682 areenvironmenta, 152 arework-
ers comp and 210 are auto and others.

LIGA's current reserves, according to
Arceneaux’sreport, amount to $120,666,055.

Shereported that LIGA's current filings
with the Second Injury Fund are $321,366.61.
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Lloyd’s to concentrate on surplus lines and reinsurance

Lloyd’s surrenders
admitted licenses

London Views
by Len Wilkins
L ondon Correspondent

Lloyd sannounced recently itsdecision
torelinquishitsadmitted licensesinthe U.S.
Virgin Islands, Kentucky and Illinois.
Lloyd swill concentrate on excess and sur-

plus lines and reinsurance as its core mar-
kets. Lloyd's will lose $215 million of in-
come, which represents one percent of its
annual U.S. premiumincome.

Lloydsisthemarket |eader of E& Sbusi-
ness, and with these products being more
flexible, Lloyd’s sees E& S contracts as a
better fit for the market and more likely to
help Lloyd's achieve its strategic vision.
Lloyd's stressed that the decision was not
related to the local markets or the business
it writes under its admitted licenses.

The changes aren’t going to happen

overnight, and LIoyd'sisgiving 12 months
notice of this move, which will allow the
market anditskey stakeholderstimeto make
changestotheir commercial businessplans.
From July 1, 2021, the Lloyds market will
not accept any new business or programs
onthelicensed platforms. For existing and
renewal business, Lloyd’s will work with

place, which will make it easier for
coverholders to process and use hinding
authorities. Whilethe admitted license mar-
ket wasagreat way to do businessinitialy,
Lloyd's has updated its systems. Manag-
ing agents can now Sset up service compa-
nies to write business for them, either di-
rect or viabinding authorities, which allows

For existing and renewal business, Lloyd’s
will work with regulators in the licensed
territories to develop plans that will mean
little or no disruption to the local markets
and to Lloyd’s policyholders.

regulatorsin the licensed territories to de-
velop plans that will mean little or no dis-
ruption to the local marketsand to Lloyd's
policyholders. Once arrangementsare made
with regulatorsin theseterritories, Lloyd's
will issue more detailed guidance.

The potential $215 millionthat Lloyd's
could lose from relinquishing its admitted
licensesisunlikely to keep anyoneinLime
Street awake at night. LIoyd'sisthelargest
writer of surpluslinesinsuranceintheU.S,,
and accordingtoAM Best, wrote $11.8 bil-
lion in premiums in 2018. This gives the
Lloyd's market 23.6 percent of the overall
surpluslinesmarket. The next largest player
isAIGwitha7.1 percent share.

Lloyd's is updating its procedures for
placing surplus lines, excess lines, and re-
insurance. Soon the new systemswill bein
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managing agents to focus on planning for
the future.
High Court Bl test case

Thetest caseinvolving Lloyd's manag-
ing agents and insurance companies who
wrote businessinterruption insurance con-
tinuesin the U.K.’sHigh Court test.

Having filed a 42-page defense docu-
ment, L1oyd's managing agent Hiscox was
not delighted to learn that the court allowed
the Hospitality Insurance Group Action and
the Hiscox Action Group tointerveneinthe
test case and makewritten and oral submis-
sions. The Hiscox Action Group has 369
plaintiffswho claim $60 millionin damages.
So far, al the defendants have filed their
defense documents, and these are available

See LONDON VIEWS Page 18
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on the Financial Conduct Authority’s
website. The FCA has served its reply,
which setsout its response to the defenses.
The FCA received more than 90 detailed
submissions from policyholders and other
stakeholders on the defenses.

What happens now is a series of argu-
ments by the FCA and defendants before
the judges. The judges will consider their
verdict between July 20 and July 30. Until
then, therewill bealot of worried people.
Axa’spayout on COVID-19BI claims

To the dismay of the insurers fighting
against business interruption payouts for
COVID-19claims, AxaanditsU.K. subsid-
iary,AxaXL, havepaid COVID-19 claims

on policy forms that are similar to those
being defended in the High Court.
Thisisthefirst timethe London market
has fragmented on the issue and is worry-
ing insurers, as they see this move under-
mining arguments that they are not liable
under their similar wording. The way the
laws work in the U.K. is that words have
their natural and ordinary meaning. If there
isany ambiguity, acourt may beinfluenced
by what the L ondon market as awhole un-
derstands by the term or phrase.
Obviously, one insurer paying out does
not make its rivals pay out as well. Indi-
vidual circumstancesaretaken into account,
but then again, an insurer may want to pay
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out for reputational reasons. Apparently,
whileAxarefusesclaimsunder its standard
policy, the ones it paid on are al placed
through brokers and had separate word-
ings.
Lloyd’'sideasfor recovery

Although still in the middle of the
COVID-19crisis, Lloyd'sisaready looking
at how the insurance industry could fast-
track global economic and societal recov-
ery fromthefar-reachingimpactsof COVID-
19. Lloyd'sideaisfor three partnershipsto
understand, model and provide insurance
for systemic catastrophic events. Lloyd's
seesthree customer needs. Inthe short term
isthe need to ensure business resilience to
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Phone: 504-831-8040 - Fax: 504-531-4499
wlorestjr{a forestinsurance.com

miorestia forestinsurance.com
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Pelican General | nsurance Agency.

a further wave of COVID-19 and to safe-
guard employees and customers as a busi-
nessreopens. The medium-term need isfor
more flexibleinsurance cover for the more
volatile business environment, including
protection for aresilient supply chain, and
protection from cyber and digital economy
risks. Third, thereisthelong-term need for
risk mitigation and prevention services. Two
of these needs require support from gov-
ernments and the reinsurance industry, but
if enacted could provide protection for fu-
ture waves of COVID-19 as well as other
future pandemics. Lloyd's has developed
these ideas into a report titled Supporting
Global Recovery and Resilience for Cus-
tomers and Economies: the Insurance Re-
sponseto COVID-19.

Lloyd's has come up with three propos-
als for the industry. The first proposal is
called ReStart. Thisisanew insurance so-
[ution that Lloyd's is developing to offer
businessinterruption to cover futurewaves
of COVID-19. Toachievethis, LIoyd'splans
topool limited capacity fromsevera Lloyd's
syndicates. Initially, the cover would be
offered only to smaller businesses but
would be expanded intime.

Proposal two, known asRecovery Re, is
a Lloyd's plan to offer after-the-event in-
surance. Asthe name suggests, thisisaimed
at getting damaged business and econo-
miesback on track following apandemic. It
would provide immediate relief and cover
for non-damage businessinterruption risks
over the long-term. Cover for the current
COVID-19 crisiscould beincluded. If ex-
ecuted, Recovery Re could efficiently in-
ject commercia and government fundsinto
an economy and support those customers
who havelimited borrowing capacity. This
is an international solution and could be
adopted in any country where the govern-
ment has the resources, financial markets
and the commitment to support it.

The term black swan is used for an un-
predictable event that is beyond what is
normally expected of a situation. Lloyd's
adopted this name for its third proposal,
Black Swan Re. Thisisareinsuranceframe-
work for a government and insurance in-
dustry partnership to protect customers
from ablack swan incident that could cause
devastation and long-term impact. Whilea
pandemic would trigger claimsfrom Black
Swan Re, other events, such as the loss of
critical infrastructureor utilities, could also
trigger recoveries. Lloyd'sideaisfor arein-
surance company that would supply cover
for commercia non-damage businessinter-
ruption for black swan events through in-

See LONDON VIEWS Page 19
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surance industry pooled capital that would
be backed by government guarantees to
pay out if the pool had insufficient funds.
The ideais similar to that of government
backed terrorist pools around the world.

Lloyd's also believes there is a need to
better understand, model and provide in-
surance for systemic catastrophe events.
Lloyd' sintendsto kick-start the creation of
a Centre of Excellence, already partly ac-
complished with Lloyd's Innovation Lab,
which works with insurtechs that can pro-
vide some of these capabilities. Work is
going on to explore the application of an
epidemic tracker to better evaluate and un-
derwrite pandemicrisk, aswell assolutions
to help close the insurance gap for sys-
temicrisks. In paralel, Lloyd'sProduct In-
novation Facility focuses on innovating
products to respond to an accelerated shift
toward intangible-driven business models
inresponseto COVID-19.
Lloyd’storeopen Sept. 1

Lloyd'shoped to return homeinAugust,
but that has been pushed back until Sept.

Many companies
have adopted digital
trading with staff
benefitting from no
commuting and
employers benefit-
ting by reduced
operating costs.

1. There are detailed plans in place to en-
ablethereopening of Lloyd's1 Lime Street
headquarters and underwriting room while
adhering to government guidelines ensur-
ing social distancing. The government eas-
ing of the U.K.’sCOVID-19 lockdown will
have to continue.

The health and safety of all market par-
ticipants and minimizing the spread of the
COVID-19virusisLloyd' sprincipal prior-
ity, so when the market reopens, it will ook
vastly different with several important
safety measuresin place. Therewill befewer
people. The capacity of those allowed to
work in the underwriting room will be re-
duced fromitsusual 100 percent to 45 per-
cent. Thiswill allow everyoneto adhereto
the U.K. Government’s social distancing
guidelines. Clear plastic screenswill bein-
stalled on all underwriting boxesto enable
confidential conversations to safely con-
tinue.

That leads to another problem. What
happens when the 45 percent capacity is
reached? For normal shopping inthe U.K.
thisisn’t too much of aproblem. You wait
in a queue outside until someone leaves,
and the queue master lets in the next per-
son. Lloyd'sistherefore working with the
market to determine aclassof businessrota
system to help manage capacity in the un-
derwriting room.

Usually, each managing agent sets its
own opening hours, so some syndicates
are willing to write business at 9.00 am.,
while others want their coffee first. With
safety now a priority, this system is being
reviewed with the market, and therewill be
confirmed opening hours for everyone.

Thereare usually four waysto enter the
underwriting room on the ground floor. In
theU.K. two-way openingsarenot allowed,
so Lloyd’'swill operate with two entrances
and two exits to the building, as well as
gueuing and one-way systemsinstalled in
a variety of locations. Escalators will be
operational for normal use; and liftswill be
restricted to two passengers at atime.

There will be no compulsory tempera-
ture-check onarrival, but LIoyd'swill pro-
videthermal camerasfor voluntary use.
Will Lloyd’sstaff return?

While Lloyd's plans are going ahead,
there are still concerns about how many
peoplewill returntothe market. Inthe U.K.
anyone over 70 is supposed to self-isolate,
and several in the Lloyd’s community are
above 70. For the younger members of the
community, there may be childcare prob-
lems because U.K. schools are closed until
later intheyear.

However, the main threat to the reopened
room is changesin the way the market op-
erated over thelast few months. Many com-
panies have adopted digital trading with
staff benefitting from no commuting and
employers benefitting by reduced operat-
ing costs.

To help the market, Lloyd's accelerated
itsplanstoimproveitsdigital connectivity.
This does not just apply to the Lloyd's
building but also onlinewith avirtual room.
This online environment will combine the
best features of 1 Lime Street with digital
technology as part of the market’s Future
atLloyds.

Lloydsistestinganumber of digital plat-
forms that will enable brokers and under-
writers to connect and collaborate online
and aimsto launch avirtual room by Sept.
1. To support the concept, anumber of digi-
tal connectivity enhancements will be put
in place. They include a Connectivity Bar,
whichwill belocated on the ground floor of
the Lloyd’s building and will act as a help
desk for all market participants. Digital
booths will be located in the café areaand
other spaces to allow confidential virtual

FROM PAGE 18

meetings. The boothswill be equipped with
the latest digital screens and high-speed
WiFi connections. Network connectivity
around the Lloyd’s building has been en-
hanced, enabling easier and quicker public
accessto Lloyd'shigh speed WiFi network.
API simplifieselectronic placement

Apart from all the changes to the room,
Lloyd's has announced a new application
program interface (API), which will help
London Market brokers and underwriters
place business electronically. This forms
part of LIoyd’swork on devel oping the next
generation of PPL (Placing Platform Lim-
ited). The new interface enables the fric-
tionless flow of electronic placement data
for submissions and quotes between carri-
ers and brokers using either PPL or any

See LONDON VIEWS Page 20
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Samples of lawsuits that seem ridiculous

While most lawsuits have merit, some
frivolous lawsuits stand out because they
are so absurd, such as the lady who sued
Jelly Belly because there is sugar in the
candy beans. The website 247tempo.com
searched the archives of various newssites,
including CNN, Reutersand NBC, and com-
piled alist of 25 examplesof recent lawsuits
that seem ridiculous.

The lawsuits come from all over the
world, and believeit or not, not oneisfrom
al ouisianacase.

The article, written by John Harrington
and Hristina Byrnes, appeared Jan. 29 on
24 7tempo.com. “Whilemost caseshave merit,
sometimes the wrongs being sued are not
what most people would consider to be un-
just,” they wrote. Judgefor yourself whether
or not the25 lawsuitsthey selected have merit
or arethe stuff of late-night comedy.

1. A 69-year-old Dutchman wanted to
legally change his age in order to avoid

London views

ageism. He thought he was being discrimi-
nated against because of his age, which
affected his job prospects and success on
adating app. He lost the case.

2. A Cdiforniawoman sued Jelly Belly
for using the term “evaporated cane juice”
instead of the word “sugar” on its jelly
beans food label. She accused the com-
pany of misleading consumers about how
much sugar the snack contained. The case
was dismissed.

3.A 37-year-old manfromAustin, Texas,
sued his date for spending the time they
were at the movies texting on her phone.
He claimed her behavior broke theater rules
and affected his movie-watching experi-
ence. He withdrew the lawsuit after she
agreed to pay himthe $17.31 for her cinema
ticket.

4. 1n 2013, ateenager measured a foot-
long Subway sandwich and found it to be
only 11 inches. Three years later as Sub-

way was settling a class-action lawsuit,
promising to make its rolls 12 inches, the
only ones set to benefit from the settlement
were the attorneys who were to receive
$520,000 in fees. The judge threw out the
settlement and the case when an activist
and legal writer revealed the beneficiaries
of the settlement.

5. Two individuals from New York and
another from Mississippi, sued Tootsie Roll
Industries alleging the company tricked
people by underfilling Junior Mints boxes.
One-third of the box was empty, they
claimed. In a 44-page decision, the judge
dismissed the case, writing that a reason-
ablecustomer can expect some empty space.

6. A class-action lawsuit accused Red
Bull of having misleading ads and making
false claims because the energy drink did
not give people wings, even figuratively.

See FRIVOLOUS LAWSUITS Page 21
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other proprietary electronic placing platform.

Atrium Underwriting Limited will bethe
first to adopt the new API, which was de-
veloped by Lloyd's in collaboration with
PPL and LIMOSS as well as several other
Lloyd'sbrokersand underwriters. LIMOSS
standsfor London Insurance Market Opera
tions and Strategic Sourcing. It is anot-for-
profit company set up by theLloyd’'sMarket
Association, the International Underwriters
Association and Lloyds. The company
sources and operates common market ser-
vices for the London Insurance Market.
Lloyd'smergesboard and council

Lloyd's has now merged its board and

ruling council to form a single governing
body. It has taken steps to ensure its gov-
ernance and management of the Lloyd's
market and corporation are as efficient as
possible while representative of different
stakeholders. Originally proposed in No-
vember last year, the Lloyd’'s Market Asso-
ciation (LMA), the Association of Lloyd's
Members(ALM), the High Premium Group
(HPG) and Lloyd’s Members' Agents con-
sulted on the project.

Lloyd's confirms that, effective June 1,
the members of the council are its chair-
man, Bruce Carnegie-Brown; eight members
nominated by the Bank of England, includ-

ing John Neal (Lloyd's CEO), Angela
Crawford-Ingle (Audit Committee chair-
woman) and Neil Maidment (Risk Commit-
tee chairman); three working members; two
corporate external members, and oneindi-
vidud externa member.

Originally there was to be a fully con-
tested election processinApril but COVID-
19 prevented that from happening. I nstead,
Lloyd'srolled over existing membersof the
council and retained Karen Green and
Dominick Hoare as special advisorsto the
council until full elections can be held,
whichisexpected to happen beforetheend
of 2020.
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Frivolous lawsuits

They did not feel energized. Red Bull settled
out of court and agreed to pay $640,000.

7. A Houston firefighter was afraid of
fireand reassigned to an office position, so
he would not have to come in direct con-
tact with what frightened him, but hewanted
toremainin hisformer job in the fire sup-
pression unit. He claimed that hisfear was
adisability and that he was discriminated
against because of his disability. His case
madeit to the Texas Supreme Court, which
ruled there was no evidence of discrimina-
tion because of adisability.

8. A fugitivefacing amurder chargekid-
napped a Kansas couple in 2009. At some
point hefell asleep, and the coupl e escaped.
They sued the kidnapper for more than

FROM PAGE 20

permanent injury and emotional pain and
suffering. The man dropped thelawsuit with-
out stating a reason.

15. A prisoninmate serving time at acor-
rectional center inVirginiafor breaking and
entering sued himself for $5 million, claim-
ing heviolated hisreligious beliefsand got
himself arrested. Having no income, he
asked the state to pay because he was a
ward of the state. The judge dismissed the
case.

16. Last year, a Tennessee man sued
Popeyes L ouisiana Chicken for $5,000 for
running out of its chicken sandwich while
hewasstandinginline. Healleged thefood
chain wasted his time and deceptively ad-
vertised the sandwich. He also sued for

Chinese boy meets pretty girl and
marries the girl, but when they have a
child, the boy cries foul, saying the
baby is ‘incredibly ugly’ and does not
look like either parent.

$75,000 in damages, and he, in turn, sued
them for breach of contract, claiming heand
the couple had alegally binding oral agree-
ment for them to hide him from the police.
His case was dismissed.

9. Two McDonald’s customers from
Floridasued thechain for $5 million because
they were madeto pay for aquarter pounder
without cheese the same price as the sand-
wich with cheese. A judge dismissed the
case reasoning that the plaintiffs could not
provethat the pricethey had to pay caused
them any harm.

10. Chinese boy meets pretty girl and
marriesthegirl, but when they have achild,
the boy cries foul, saying the baby is “in-
credibly ugly” and doesnot look like either
parent. He accused the wife of cheating on
him, whereupon she admitted to having had
several plastic surgeries before they met.
He sued alleging she misled him by hiding
her cosmetic history. He won the case, and
shepaid $120,000.

11. A New York woman fell down the
stairs at Grand Central subway station, in-
juring her foot and ankle, after seeing an
oversize “scary” poster for the Dexter se-
ries. She sued Showtime claiming the poster
was “disturbing, provocative, shocking
and fear inducing.” The judge dismissed
the case, saying the network was under no
obligation to maintain the stairs at the sta-
tion nor did the poster create a dangerous
condition.

12.1n 1993, aman sued Anheuser-Busch
for $10,000for falseadvertising. Heclaimed
the company’s beer ads caused him emo-
tional distress, mental injury and financial
loss because the ads depicted beer’s abil-
ity to enable the drinker to enjoy “scenic
tropical settings” with beautiful women and
men engaged in “unrestricted merriment”
when this was not the case. He lost the
lawsuit.

13. A Californiawoman sued the maker
of alip balm alleging that consumers were
conned into thinking they could use the
entire tube of lip balm, when actually they
could only use about 75 percent of the prod-
uct unless they dug the other 25 percent
out of the tube. The court disagreed that
the company being sued tried to lie about
the quantity of itslip balm and said that a
reasonable consumer understands how
such dispenser tubes work.

14. A Portland man sued Michael Jordan
and Nikefor promoting Jordan, seeking $800
million because he looked like Jordan. For
15 years, the man said, he was mistaken for
the basketball legend, which caused him

damagesto hiscar, which he said was dam-
aged in the restaurant’s parking lot. The
case is scheduled to go to court in 2020.

17. A Cdlifornia resident threatened a
class action against Starbucks, saying cus-
tomers who ordered cold drinks received
less liquid in their cups than advertised
because of too much ice. A district judge
ruled that even kids know that ice in the
cup reduces the amount of liquid and that
customerscan clearly seetheamount of ice
inaclear cup and ask for lessice.

18. A French businessman sued Uber for
$48 million, claiming that aflaw intheride-
sharing company’sapp played aroleinthe
dissolution of his marriage. He borrowed
hiswife'scell phoneand usedit to log onto
the Uber app, but aglitch inthe app caused
it to continue to send notice of his where-
abouts to his wife's phone even after he
logged off. Apparently hiswife had aprob-
lem with some of his movements, and the
marriage ended indivorce. Theresult of the
lawsuit is unknown.

19. A 15-year-old boy in Spain sued his
mother, claiming hewasmistreated after she
took his cell phoneto get him to study. He
sought jail time for his mother and reim-
bursement for legal expenses. A judgeruled
infavor of themother, saying shewaswithin

her rights and acted responsibly.

20. A federa jury awarded two men a
total of $24.2 million for getting severely
burned by electrical wireswhen they were
teenagers trespassing on railroad property
in Pennsylvania. Attorneysfor Amtrak and
Norfolk Southern claimed the two men, age
17 at the time of the accident, were old
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enough to know they were putting them-
selvesindanger. The plaintiffs lawyer con-
ceded hisclients were trespassers, but said
the property ownerswere still responsible.

21. A customer sued aWashington, D.C.,
dry cleaner for $54 millionfor alegedly mis-

See FRIVOLOUS LAWSUITS Page 22
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Facts and stats on cost of civil disorders from Triple |

PCS designated the
riots a multi-state
catastrophe

On May 26, after the death of George
Floyd in police custody in Minneapolis,
Minnesota, protests and riots broke out in
that city and spread over the next 10 days
toanother 140 U.S. cities, including Wash-
ington, D.C.; New York City, New York;

Frivolous lawsuits

placing his pants. The court ruled against
the customer and ordered him to pay the
cleaner’s legal fees. The customer, an ad-
ministrative law judge, could not provethe
dry cleaner lost his pants, and based his
lawsuit on the store'ssign indicating “ Sat-
isfaction Guaranteed.” The case drew na-
tional attention aswell as sympathy for the
defendants, who received funds online for
their defense.

22. Themayor of Batman, an oil produc-
ing city in southeastern Turkey, said he
would sue Warner Bros. and moviedirector
Christopher Nolan for using the name of
thecity without permission for thefilm The
Dark Knight. The city’smayor wanted com-
pensation from themovie' sroyalties, claim-
ing the movie's success had negative psy-
chological effects on the city’s residents
and hurt local businesses trying to register
in other countries. The lawsuit was never
actually filed.

23. The parents of a Danbury high
school student said their son suffered hear-

Chicago, Illinois; Philadelphia, Pennsylva-
nia, and LosAngeles, California.

By June 4, at least 40 citiesin 23 states
had imposed curfews, and rioting resulted
in at least six deaths. National Guard units
were called in at least 21 states and Wash-
ington, D.C., according to the Insurance
Information Institutein itsfacts plus statis-
ticsdocument titled Costliest U.S. Civil Dis-
orders.

Closer to home, though not part of Triple
I's facts and stats, there were protest
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ing loss after one of his teachers slammed
her hand on his desk to wake him during a
math class. Thefamily sued the school, the
school board and the city. Apparently, the
lawsuit fell on deaf ears and collapsed.

24. A woman from Israel sued a well-
known television weatherman for a false
weather forecast. The weatherman had pre-
dicted sunshine, but it rained. Based on the
forecast, the woman left her house unpre-
pared for rain. She claimed that she became
ill and missed work. She got $1,000 and an
apology from the weatherman in an out-of -
court settlement.

25. A senior at MemphisHigh School in
Michigan believed hiswork experienceasa
paralegal at hismother’slaw officefor one
of his classes merited an A+ instead of an
A. Hisfamily suedtoraisethegradeto A+,
which would have made him valedictorian
of hisclass. The suit also asked that publi-
cation of class rankings be blocked until
the case was settled. The family lost the
case.

marches sansriots in several communities
in Louisiana, including New Orleans, Ba-
ton Rouge, Shreveport and Natchitoches.
The Property Claim Services, aunit of a
Verisk Analytics, designated the riots in
Minneapolisacatastrophe. The Minneapo-
lis civil disorder is the first time that PCS
has compiled insured losses for acivil dis-
order event since the Baltimore, Maryland
riots of April 2015. For the first time, PCS
has designated thiscivil disorder and those
that followed acrossthe United States over
the next 10 days as a multi-state catastro-
phe event. By June 4, PCS included more
than 20 states with significant losses for

this catastrophe and noted that while the
event is still in progress, more states may
be added. This catastropheisthefirst time
since 1992 that PCS has compiled signifi-
cant insured losses for acivil disorder.

Insured Losses for this event are not
yet available from PCS, but because so
many states are involved in the 2020 civil
disorder and destruction of property, in-
sured losses in this catastrophe are ex-
pected by industry watchers to surpass all
others.

The costliest U.S. civil disorder before

See CIVIL DISORDERS Page 23
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Civil disorders

2020 occurred fromApril 29 through May 4,
1992, inLosAngeles, California, after ajury
acquitted L os Angeles Police Department
officersfor using excessiveforcein the ar-
rest and beating of Rodney King. Theevent
caused $775 million in insured losses, ac-
cordingto PCS, or about $1.4 billionin 2020
dollars.

Thelast civil disorder for whichinsured
losses were collected was an event from
April 27-28, 2015, in Batimore, Maryland,
following thefuneral for Freddie Gray, a25
year-old who died after suffering a severe
spinal cord injury while in police custody.
That event caused $24 million in insured
losses, or $26 millionin 2020 dollars. The

FROM PAGE 22

event did not qualify as a catastrophe.
Seven of the costliest civil disordersin
the U.S., which Triplel listed, occurred in
the 1960s and six of the events occurred
during the month of April. Three of the six
werewithintwo weeksof Dr. Martin Luther
King, Jr.’sassassination April 4, 1968, with
one of those events in each of Baltimore,
Chicago and New York City. All 11 of the
catastrophe eventstook place fromApril to
mid-August, with none occurring during
the months of September through March.
Thefirst Fair Accessto Insurance Plans
(FAIR Plans), designated to provide prop-
erty insurance in high-risk areas, were de-
veloped inresponseto theuprisingsin 1968.
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Costliest U.S. Civil Disorders

($ in millions) Estimated loss (1)

) Dollars when
Rank (2) Date Location SEEUITES

$775
Los Angeles 44

In 2020
dollars

April 29-May 4,1992 Los Angeles
Aug. 11-17, 1965
July 23, 1967
May 17-19, 1980
April 4-9, 1968
July 13-14,1977
July 12, 1967
April 6-9, 1968
April 4-11, 1968
10 April4-11,1968
11*  April 27-28, 2015

Detroit

Miami, Florida
Washington, DC
New York City
Newark

Baltimore

1
2
3
4
5
6
7
8
9

Chicago 97
New York City 4 30
Baltimore 24 26

(1) Includes riots and civil disorders causing insured losses to the insurance
industry of at least $1 million up to 1992; $5 million from 1992 to 1996, and
$25 million thereafter.

(2) Ranked on estimated insured lossesin 2020 dollars.

(3) Adjusted to 2020 dollars by the Insurance Information Institute using the
Bureau of Labor Statistics CPI Inflation Calculator.

*TheBaltimoreriotsof April 27-28, 2015, was a PCS event that was not
designated a catastrophe. Thefinal estimate did not exceed $25 million.

Source: The Property Claim Services unit of 1SO, aVerisk Analytics company, U.S.
Labor Statistics and the Insurance Information Institute.
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House burns, dog dies, arsonist says he deserves leniency

Owner says
blaze wasn’t
that dangerous
despite injuring
fire fighters

Fraud of theMonth
By Jim Quiggle

Trained as afirefighter, Jeffrey George
Ackersonwell knew thewarning signsof a
home arson. Removing apet beforethefire
started wasasureflag. Deeply in debt, small
wonder that Ackerson let his family dog
burn to death in ahome fire he set on Bird
Island, Minnesota.

WhileAckerson gave hisdog no chance,
hetried towriggle out of hisarsonjail sen-
tence by claiming thefirewasn’t that big a
ded.

Let'sstart from the beginning: Ackerson
had every motivetoincineratethefamily’s
house. Hisfinanceswere amess. His credit
was shot; he was delinquent on his mort-
gage and credit-card bills.

Ackerson was also frustrated with the
remodeling of the house. The project was
behind schedule and over budget - amoney
pit. Thetorn-up place was barely livable.

The house wasAckerson’sonly lifeline
to solvency.

Lit blowtor ch on sawdust

His wife Sheena and their children left
the house in subfreezing January weather.
Ackerson went into the home's garage/
workshop area. He lit a cigarette using a

hand blow torch. Hethrew thelit torch onto
sawdust littering thefloor. Ackerson walked
out of the house, passing his dog sleeping
onthefloor.

The fire quickly engulfed the home.
Firefighters rushed to the scene - braving
the cold and fast-spreading blaze. Two were
injured, and considerable fire-fighting
equipment was damaged. The dog was
found dead of fire and smoke.

The couple received two $5,000 checks
from American Family Insurance, plustem-
porary insurer-paid housing expenses.

Investigators started asking questions.
They talked with hisinsurance agent, who

While Ackerson gave
his dog no chance, he
tried to wriggle out of
his arson jail sentence
by claiming the fire
wasn’t that big a deal.

said Ackerson had muttered “maybe he
should just burnit down.” Healso privately
confessed to Sheena that he torched the
place.

Ackerson pled guilty and received 41
months in state prison for arson - and ani-
mal cruelty. He also lucked out. That was
the lower limit of potential jail time; he
could’ vereceived nearly fiveyears. A gen-
erous sentence still wasn't good enough
for Ackerson, who appealed. He sought an
even shorter terminajail cell, accusing the
lower court of “abusing” its discretion.
Needed mental health treatment

Ackersonfired off every slim excuse he
could think of. He accepted responsibility
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“The best way to predict the future is to create it.” Peter Drucker

by pleading guilty, he said. Besides, he had
mental health problems that were best
solved in a treatment program outside of
prison. Ackerson also was especially ame-
nable to probation. No jail time at al, he
contended.

Nor was his home fire as dangerous as
some arsons. After all, it wasjust asingle-
family home. The fire didn’t threaten any
nearby dwellings, hetold the court. Besides,
it was just an impulse fire because of his
emotional problems- not really calculated
or criminaly minded.

The appeals court had none of it:
Ackerson had repeatedly denied setting the
fire, and he admitted to the plot only when

Fipﬁ/& ?—'[aj usters, Ine,

confronted with the evidence three weeks
later. Two firefighters were injured, and
equipment was damaged. Torn-up by re-
modeling, the home was at a high risk of
collapsing onto firefighters as they fought
theblaze.

And so much for remorse; Ackerson had
aprior violation, so hewasarecidivist. He
did not seek mental health treatment before
his conviction, so why only now did he
claim he needed help?

Ackerson was packed off to prison for
his41-month stay.

Jim Quiggle is senior director of commu-
nications for the Coalition Against Insur-
ance Fraud.

e
-
|

T P S ppe—

* Third Party Administrators
* Risk Management Services *
* Independent Adjusters and Appraisers °
- Catastrophe Adjusters and Managers *

3032 Old Forge Drive * Baton Rouge, LA 70808
(225) 929-9777 « (225) 929-9888 fax
www.appleadjusters.com ¢ claims@appleadjusters.com

Commercial P&C
Personal Lines
Inland Marine
Excess/Umbrella

SP=CIALTY
RISK

SRAMGA.COM

PROFESSIONAL. RESPONSIVE. SOLUTIONS.

Commercial Automobile
Garage

Oil and Gas
Professional Liability




JuLY 2020 LOUISIANAREPORTER PAGE25

Personal lines rate increases hold steady in second quarter

During the second quarter of 2020, rate
increases held steady at 3.5 percent for per-
sonal lines coverages in the U.S., accord-
ing to MarketScout's Market Barometer,
while rate increases in commercial lines
amounted to 4.8 percent following 4.5 per-
cent increasesin the first quarter.

Even though the rate increases for per-
sonal lines of insurance in the U.S. held
steady, underwriters continue to assess
significant rate increases for high value
homes in catastrophe prone areas.

“Every member lamentson the struggles
of placing wind in Southern Florida and
brush in the exposed areas of California
during our Council of Insuring Private Cli-
ents (CIPC) board meeting calls,” said Ri-
chard Kerr, CEO of MarketScout. “Many
insurers are writing excess of very large
deductibles, if at all. Insureds are balking
at some of the huge rate increases and, as
aresult, thereare probably more self-insured
high valued homesin the U.S. today than at
any timeinthe past 40 years,” Kerr said.

Underwriters are diligently assessing
the exposureimpact of COVID-19.

In the second quarter of 2020, homes
under $1,000,000 for coverage A were as-
sessed rate increases of 3.3 percent, while
those over $1,000,000 for coverage A in-
creased by 4.0 percent with respect to
insureds with multiple homes.

“In our last report, we anticipated in-
surerswould be wary of covering second-
ary homes because of the lack of attention
they would receive. If you can’t travel, and
everyone is in lockdown, the assumption
was (that the) secondary home would not
be monitored as closely, and small mainte-
nanceitemsmay createlargeclaims,” Kerr
said. “However, we may havegottenit back-
wards, at least for the summer of 2020.”
Themajority of homeownershaveretreated
to secondary homes in the mountains or
on the beach towait out COVD-19. So, the
primary residence may be more exposed
rather than the secondary, he noted.

Notable exceptionswerein cat-exposed
areas of Californiaand Floridawhere rate
increases range from 7.0 percent to 20.0
percent.

Automobile rates were up 4.0 percent,
and personal articles/fine art experienced
rateincreases of 2.7 percent.

Commercial P& C ratesup

Commercia property and casualty rates
increased 4.8 percent in the second quar-
ter, after advancing 4.5 percent in the first
quarter of 2020.

“Almost all U.S. insurers are assessing
rate increases; however, surplus lines in-
surersare more aggressive asrateincreases
for the second quarter were up 9.0 percent,”
Kerr said. “ Drilling down even further, cat-

Hardening reinsurance market adds
to Florida property insurers headaches

The numerousissuesin Florida's prop-
erty insurance market, including higher re-
insurance pricing and social inflation, con-
tinue to challenge the financial strength of
Florida personal property writers and im-
pact coverage availability and affordability
in the state. These headwinds, according
to a new AM Best report, have become
morecomplex amidthe COVID-19 pandemic.

Best’sMarket Segment Report, Multiple
Threats Flank the Florida Property Insur-
ance Market, statesthat despitethe absence
of amajor hurricanein 2019, the combined
ratio of 51 Florida-domiciled persona prop-
erty insurers analyzed for this report, ex-
cluding Citizens Property Insurance Cor-
poration, was 107.7, remaining essentially
flat compared with 2017-2018, when two
major hurricanes made landfall.

Inresponseto Florida's challenging op-
erating environment, reinsurersareincreas-
ing rates by an expected average of 25 per-
cent or higher, and individual company rates
vary considerably based on loss experi-
ence, risk appetite and financial condition.
Even before the pandemic, Florida insur-
ersfaced an uphill battle with the harden-
ing reinsurance market.

Many Floridapersonal property writers
focus on lines of business that have been
relatively unaffected by the COVID-19 pan-
demic, with regard to covered losses (i.e.,
homeowners, fireand allied lines), accord-
ing tothereport. AM Best expectsany pan-
demic impact to be moderate, given that
most carriers with commercial policiesre-
quire physical loss or have exclusionary
language for viruses.

exposed surplus lines property accounts
averaged rate increases of 12.0 percent.”
Directorsand officersliability ratesare
moving aggressively upward. “D& O rates
were up 9.3 percent in the second quarter.
Thisisavery volatilemarket. Insuredswith
claims are seeing rate increases as high as
50 percent,” Kerr observed.
Businessinterruption rateswere up from
increasing 4.0 percent in thefirst quarter to
increasing 6.0 percent in the second quar-
ter, possibly because of the concerns sur-

rounding COVD-19claims.

By industry group, transportation ac-
counts continue to suffer the largest rate in-
creases a 8.3 percent in the second quarter.

The MarketScout Market Barometer
tracksrate movement for all industriesand
coverage classes as well as by the size of
the account (measured by premium size).

The National Alliance for Insurance
Education and Research conducted pric-
ing surveys used in MarketScout’s analy-
sis of market conditions.

Milo enjoys the Surplus Line Reporter
& Insurance News, and so will you!
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First Street finds more homes at risk of flooding than FEMA

More American homes and businesses
are at risk of severe flooding than previ-
ously understood, according to the First
Street Foundation Flood Model, whichiden-
tified around 1.7 times more properties as
having substantial risk, compared to the
FEMA 1-in-100 SFHA (Specia Flood Haz-
ard Area) designation.

First Street’s findings equate to a total
of 14.6 million properties across the coun-
try at substantial risk, of which 5.9 million

FEMA.

The bad news for all three states is that
adjusting for future environmental changes,
such as changing sea levels, warming sea
surface and atmospheric temperatures, and
changing precipitation patterns, brings
more propertiesinto the high risk category,
and the number of properties at risk will
exceed FEMA'stally.

When adjusting for future environmen-
tal changes, in Arizona, additional proper-

In Louisiana, after adjusting for sea
level rise that approaches or exceeds
protective levee heights, the deviation
shifts as the First Street methods un-
cover an additional 332,700 properties
with substantial risk by the year 2050.

properties and property owners are cur-
rently unaware of or underestimating the
risk they face because they are not identi-
fied as being within the SFHA zone.

First Street is a nonprofit research and
technology group, which publicly released
flood data on more than 142 million homes
and properties across the country. Every
property isassigned aflood factor, or score,
from oneto 10. Propertieswith higher flood
factorsare either morelikely to flood, more
likely to experience high floods, or both.

Thegood newsfor Louisianaisthat First
Street putsthe state among three wherethe
statewide risk islessthan FEMA hasindi-
cated. In addition to Louisiana, New Jersey
and Arizonaare statesin which First Street
findsalower count of propertiesat risk than

tiesfall into the high risk categorization.

InLouisiana, after adjusting for sealevel
rise that approaches or exceeds protective
levee heights, the deviation shifts as the
First Street methods uncover an additional
332,700 propertieswith substantial risk by
theyear 2050, in turn showing 248,800 more
propertieswith substantial risk than FEMA
defines currently.

Similarly in New Jersey, adjusting for
environmental changes shifts the First
Street estimate from 8,100 fewer properties
currently at substantial risk than FEMA, to
identify 73,600 more properties at substan-
tial risk in 2050 than current FEMA esti-
mates.

Jurisdictionswhere First Street currently
finds the most disparity are Washington

D.C. (438 percent), Utah (419 percent), Wyo-
ming (325 percent), Montana (311 percent),
and Idaho (290 percent). Thosejurisdictions
show the greatest difference between the
First Street Foundation Flood Model esti-
mates and FEMA SFHA designation, due
mainly to First Street’s nationwide cover-
age, while FEMA'smapping in someof these
locationsis not yet complete.

While the aforementioned jurisdictions
show the biggest deviation between First
Street and FEMA intermsof the number of
properties facing significant risk, the First
Street Foundation Flood Model a so calcu-
lates the number of properties facing any
risk of flooding. When looking at this

broader level of risk, which is beyond the
FEMA SFHA definition, thedataidentifies
23.5million propertiesintheU.S. asat-risk
over the next 30 years. Of these properties,
3.6 millionwere categorized asfacing amost
certainrisk, witha99 percent chance of flood-
ing at least once over the next 30 years.

Atamoregranular level, theresults shed
light on the unevennessin which changing
environmental factors will impact regions
of the country differently and prove the
need to incorporate morelocalized dataat a
property level in order to fully understand
floodrisk. Viewing risk at asummarized city,
county or state level looks very different
than the property-level data.
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U.S. P/C industry’s surplus down nearly 10 percent in Q1 2020

The United States property/casualty
industry’s surplus level decreased by 9.3
percent to $744.9 billioninthefirst quarter
of 2020, compared with year-end 2019, based
on preliminary results detailed in a new
Best's Special Report titled First Look: 3-
Month 2020 Property/Casudty Results. AM
Best announced the report’s findings on
May 26.

By the end of 2019, the U.S. P/C
industry’s surplus had increased to an all-
timehigh of $847.8 hillion, according to the
American Property Casualty InsuranceAs-
sociation.

Part of the drop-off in surplus was at-
tributed to an $83.4 hillion change in net
unrealized capital losses, AM Best said in
itsreport. These findings are based on data
derived from companies' three-month 2020
first quarter statutory statements received
by AM Best as of May 19. These compa-
nies accounted for an estimated 95 percent
of total U.S. P/Cindustry net premiumsand
93 percent of policyholder surplus.

The report notes that the overall impact

fromthe COVID-19 pandemicwaslimitedin
the first quarter 2020 reporting period and
that there were greater changes in line of
busi ness underwriting results than normal,
with personal lines displaying favorable
movement. AM Best anticipates that the
impactswill be considerably more apparent
in the second quarter results.

Jennifer Marshdl, director, AM Best, said
an initia look at the U.S. P/C industry’s
statutory resultsfor thefirst quarter showed
that investmentsoverall for thissector seem
to have held up well, with the exception of
equity holdings. Total equity holdingswere
down approximately $103 billioninthefirst
quarter of 2020 compared with the same
prior-year period, or about 21 percent. This
returned the value of the industry’s hold-
ingsto almost itsyear-end 2018 level.

“At this point, the best we can reason-
ably expect would be acontinued improve-
ment in equity markets through the end of
the (second) quarter,” Marshall said. “We
do anticipate a heightened level of invest-
ment market volatility to continue until the

TOGETHER WE'RE BETTER
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800.800.4007 | midlandsmgt.com | marketingamidman.com

A\ MIDLANDS

threat of COVID-19 abates. Net investment
income may be affected as dividends re-
ceived may decline with the reduction or
suspension of dividends on owned equi-
ties.”

Marshall said that another factor being
monitored istheimpact of widening credit
spreads on bond holdings, aswell as nega-
tive credit actions, particularly those that
result in ratings moving bel ow investment
grade. That would cause the valuation of
those holdings to switch to mark-to-mar-
ket, potentially adversely impacting capital
levels.

With net investment and other income
declining dightly inthefirst quarter of 2020

fromthe prior-year period, theimprovement
in underwriting income drove the 4.0 per-
cent growthin pretax operating income. As
the tax expense remained flat and realized
capital gainsdeclined $172.0 million, indus-
try net income increased 3.5 percent from
the prior year period to $17.7 billion.

The combined ratio for the U.S. P/ICin-
dustry improved dightly fromtheprior year
period to 95.2 percent, compared to the
industry’syear-end 2019 combined ratio of
98.9 percent. AM Best estimatesthat catas-
trophe losses accounted for 3.2 points on
the first quarter 2020 combined ratio, un-
changed from an estimated 3.2 pointsinthe
prior-year period.
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