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PEOPLE

Stonetrust Commercial Insurance
Company announced Sept. 2 the hir-
ing of Jeff Skaggsassenior vicepresi-
dent of underwriting and marketing;

' a
|

Skaggs Boniol

Dawn Boniol as manager of compli-
ance, quality control and claims support,
and Richard Perkinsaslossprevention
outreach coordinator. Skaggs formerly
was chief operating officer for Empy-
rean Management
Services, and prior
to that he was the
senior vice presi-
dent of policy-
holder services
and agency rela-
tions at LWCC.
Boniol formerly
was a claims op-
erations supervi-
sor with LWCC and aclaimsteam |eader
with Progressive Security Insurance
Company. Perkins formerly was the
safety servicesmanager and outreach co-
ordinator at LWCC, and he has more
than 26 years of safety and consulting
experience. “All three individuals are
outstanding contributorsto our team, and
each will play key rolesin growing the
company asafirst choiceworkers com-
pensation carrier for our agency partners
and policyholdersinall of our markets,”
said Stonetrust president and CEO
Michael Dileo.

Perkins

[1ABL announced Aug. 31 a number
of staff changes including the hiring
of Benjamin Albright and Kathleen
O’'Regan and the departure of
Francine Berendson. After conducting
an exhaustive search, I|ABL’sExecutive
Committee identified 29 potential can-
didates, interviewed four finalists and
recommended BenjaminAlbright to the
[IABL board of directors, which re-
viewed the candidate and approved by
unanimous rollcall vote hiring him as
vice president of strategic initiatives. In

See NEWS IN BRIEF Page 4

Estimates of Onshore damage
from Laura are $4-$12 billion

Early estimates of onshore property damage from Hurricane Laura
by various modelers range from about $4 billion to $12 billion. Those
estimates camein from Corel ogic, Karen Clark and Company and AIR.

Several days later, risk modeler RMS estimated that onshore and
offshore insured losses from Hurricane Laura could range from $10

billion to $15 billion.

TheRMSestimateincluded $1 billion to $2 billion of offshore losses,
including specialty lines such as refineries and petrochemical plants.

According to RMS Model Development VP Pete Dailey, offshore
assets have evolved significantly since hurricanes Katrina and Ritain
2005 and Ike in 2008, but there is still a prevalence of platforms, rigs,
and pipelinesin the Gulf region. Many of these assets, including sev-
eral high-value deep-water platforms, were exposed to the significant
wind and wave impacts from Hurricane Laura, he said in a statement.

National Flood Insurance Program losses of $400 million to $600
million were included in the RM S estimate. The RM S figure accounts

See HURRICANE LAURA Page 5

Commissioner of Insurance Jim Donelon
issued a Cease and Desist Order to Mon-
roe insurance producer Jerry Dool for in-
cluding false information on insurance ap-
plications, altering or forging names on
checks and electronic transfer forms, and
receiving commissions based on fraudulent
applications. In addition to the C&D, on
Aug. 19, Dool wasissued a notice of revo-
cation of his producer’s license and a no-
tice of a$4,500 fine due immediately.

On Sept. 11, LDl issued aC&D order, a
license revocation and summary suspen-
sion, and notice of a $1,500 fine, payable
immediately, to Lafayette Parish producer
Matthew Siasfor alleged misappropriation
of premium funds.

Each of the producers has 30 daysfrom
the time the individua orders were served
to request an administrative appeal on the
C&Ds, license revocations and fines be-
comefinal.

The Reporter was unable to reach Dool
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tolearn whether or not heintendsto appeal
LDI’sorder. The number listed for Dool on
LDI’'swebsite as his contact number is no
longer in service. The number referenced
inthe C&D order as Dool’s personal num-
ber wasbusy on severa attempts, and athird
number answersthat the voice mail has not
been set up.

Dool held life and accident and health
licenses from Oct. 5, 2007, until Sept. 30,
2018, when thetwo licenseslapsed, accord-
ing to LDI records.

Prior to his license lapsing, Dool held
appointmentswith threeinsurers during the
past eight years. According to the C&D or-
der, hewas appointed by EquitableLifeand
Casualty from June 18, 2013, until April
30, 2015; by Transamerica Life Insurance
Company fromMay 5, 2016, until April 30,
2018, and by Senior Life Insurance Com-
pany from Dec. 4, 2017, to May 7, 2018.

The 18-page C& D order lists 23 custom-
ers who were allegedly duped by Dool in
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Hurricane Lauramade landfall as a strong Category
4 hurricane near Cameron, Louisiana, shortly after
midnight on Aug. 27. Laura’s maximum sustained
winds went from 75 to 150 mph in 36 hours, taking
the storm from a Category 1 to a Category 4. See
more photos of the aftermath of Laura on page 26.

LDI issues C&D orders to two producers

various ways. Most instances occurred in
the 2015 to 2018 time frame, and all but
three involved monthly premium between
$50 and $100.

In several cases, Dool issued customer
applications for life insurance policies
through Transamericawhich remain active.
In many instances, instead of submitting a
voided check to the insurer, Dool wrote
notes indicating the customer had run out
of checks, and that he, Dool, used adeposit
dip to provide the customer’s bank infor-
mation to the insurance company.

Later — sometimes a couple of months
later or in one case as long as four years
later — Dool submitted bogus applications
to Senior Life or a second application to
Transamerica, without telling his customer.
In some cases he submitted the voided
check that the customer had given him for
the earlier policy. He altered the date on

See PRODUCERS GET C&D Page 10

Williams takes top slot at PIA of Louisiana

The coronavirus pandemic caused the
PIA Convention scheduled for July to be
canceled, then Hurricane Laura caused the
virtual convention that was scheduled in
August to be canceled, and the hurricane
caused massive destruction to Southwest-
ern Louisiana, but that has not dampened
the sense of humor of PIA of Louisiana’s
new president, CharlieWilliams. When the
Reporter emailed him to see when he had
free time to do a phone interview, his re-
sponse was “when | am sleeping.”

Williams, president/owner of the Daly
Williams Agency in Jennings, took over the
presidency of PIA of Louisianafrom Bryan
Duplantier, AlphalnsuranceAgency, Gretna,

on Sept. 1withnofor-
mal fanfare.

Since Hurricane
Laura made landfall
Aug. 27, Williamshas
been busy taking care
] of hiscustomerswho

' . had damage from
‘ ; Hurricane Laura and
Willi i needed policy infor-

illiams : . .
mation to file claims
with their insurance companies.

After the storm, most of the Jennings
area was without power. Since his agency
was among those without power, the calls
to the agency’s phones were forwarded to

Williams's cell phone. He spent timein his
sweltering office looking up policy num-
bersfor insureds and making notesrelative
to the calls. “ After working for a while, |
realized | needed atowel becausethe sweat
from my forearm was causing the ink on
the yellow tablet to smear,” Williams told
the Reporter. It is trying times like these
that reinforce theimportance of thejob that
insurance agents do, Williams added.
Williams, a third generation insurance
agent, has been in the insurance business
since 1978 when he joined the insurance
agency that his grandfather started in the

See PIA OF LOUISIANA Page 2
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PIA of Louisiana

late 1940s. The agency’snamebecame Daly
Williamsin 1957 after hisfather bought out
Williams'sgrandfather.

Williamsjoined the agency after gradu-
ating from LouisianaTech with adegreein
economics and finance with an emphasis
on insurance. According to Williams, he
started at the bottom of the agency by typ-
ing assigned risk automobile policies and
doingfiling.

When the Reporter asked how long he
has been involved with PIA, Williams re-
sponded that hewasa“PIA brat. | grew up
going to the PIA convention back when it
was held at the Broadwater Beach Hotel.”
His father served as president of the asso-
ciationin 1958.

Williamsiscurrently serving his second
stint on the PIA of Louisiana board of di-
rectors, having first served from 1984 un-
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til 1990. In addition, through the years he
has served on various committees for the
state association.

In 2004, Williamsreceived the Agent of
the Year award from PIA of Louisiana.

He was instrumental in founding the
Southwest Chapter of PIA in Lake Charles,
and he served as president of the now dor-
mant local chapter.

Outside of insurance, Williamsisalong-
time member of his community’s Kiwanis
Club board and isamember of, and served
several timeson, the board of the Jennings
Chamber of Commerce.

Hisgoal for PIA inthe coming year isto
continue with what has been established by
the previous presidents. “I don't want to
mess up a good thing,” Williams said. He
praised the job his predecessor did during
the pandemic. “Bryan did an exceptional
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job because he had to adapt to something
that no previous president had to deal with,”
Williams said. “PIA does a good job pro-
viding education opportunitiesto members,
social functions, servicesfor PIA members,
and promoting the agency network and the
association,” he explained.

Williams believes the biggest benefit of
membership in PIA isthat thereis a sense
of family among themembersof PIA.“You
really seeit in atime of need; the member-
ship comes together, feels connected, and
that we are al in this together,” Williams
said. “We are family working in the same
industry,” Williams added.

Alsotaking officewere Clint Gulett, Ad-
vanced Insurance Planning, Shreveport,
president-elect, and, Ryan Daul, Daul In-
suranceAgency, Gretna, secretary-treasurer.
As immediate past president, Bryan

compensation and employers’ liahility
insurance, Stonetrust works to help
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an entire system of in-house processes
and services designed to achieve safety

goals and keep premiums and claim cosls

At our core, we are a relationship-driven
company and are always working hard to
be the “first choice™ workers'

compensation carrier in all

of our markets.

Duplantier, Alpha Insurance Agency,
Gretna, remains on the board of directors.

New to the PIA of Louisiana board of
directorsare Robert Broussard, The Greater
L ouisianansurance Group, Baton Rouge;
Guy Chabert, Chabert Insurance Agency,
Thibodaux, and Dana Myers, Gulf South
Insurance Agency, Baton Rouge.

Continuing on the board are Danette
Castello, Castello Agency, Zachary; Jessica
Clayton, Classic InsuranceAgency, Kenner;
Jennifer Clements, Dan J. Burghardt Insur-
ance, Metairie; Danielle Gendusa-Wagner,
Gendusa Insurance Agency, Hammond,;
Linda Gortemiller, The Lincoln Agency,
West Monroe, and Blaine Prejean, Afford-
able Insurance of Acadiana, Scott.

Al Pappalardo Jr., Pappal ardo I nsurance
Agency, Mandeville, will serve as PIA of
Louisiana s national director.
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By MICHAEL G. MANES
Manes and Associates

Today is September 11, 2020 —the 19th
anniversary of what we now call — 9 /11.
The TV is playing in the background, re-
living theterror of that day. It isthetragedy
—no matter whereyou lived —that reshaped
our world. Wewill never forget. August 27,
2020, wastheday astorm named Lauralev-
eled Lake Charlesin Calcasieu Parish and
cut a large swath of destruction through
Louisiana. It was aday that will livein af-
fected residents’ memories forever.

| think thisisthe perfect timeto remind
each of you and &l of you in the insurance
businessthat we exist to servein the darkest
of times, not when everything isgoing great
(rainbowsand unicorns). Sometimesfrom our
comfort zone, we forget our role. We can
handle, without stress, an auto accident, a
house fire, or awindstorm. The onesies and
twosies of claims are merely practice or
calisthenicsfor our real job — disasters.

If you' ve been through amajor disaster
where hundreds (thousands) of your poli-
cyholders (and you yourself) have had
losses, you understand. If you' ve never seen
suchlosses, you are“Cluelessin Seattle” —
or wherever else you are. | interrupt this
articleto ask you, if there wereriots, loot-
ing and arson in your downtown for over
100 days, how and what would you do?
Really? Seriously? What if your office
building had burned up in the Chop Zone?

Hurricane Katrinais the one storm that
most people remember, eventhosein states
which don’t have hurricanes. The vivid
memory is not as much of the storm itself
but rather the social unrest (Read: chaosin
the streets of New Orleans) that followed.

Nearly immediately after the storm, hun-
dreds of evacuees from Orleans and St.
Bernard Parishesarrived in New lberia, my
hometown, by bus. Most did not havetheir
own transportation. Those with resources
self-evacuated. Bused evacuees were
herded into the recreation centers in New
Iberia City Park and theWest End City Park
where they were housed.

“Housed” istoo politeaword. Therewas
aroof over their heads and agym floor un-
der their feet, and air conditioning. Bath-
rooms designed to meet the needs of afew
people during the day were now their pri-
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mary latrine. Outsidethere were portabl etoi-
lets. The men and little boys could also find
relief behind the many treesin the park; the
women and some children were more lim-
ited in their options. At night they had blan-
ketsto cover themselves. Some had aduffle
bag or suitcase with their other worldly pos-
sessions. Their world was not about comfort
or convenience; it was about survival.

In New |beria, the American Red Cross
teams came in unprepared for and mostly
clueless about the task awaiting them.
Shortly thereafter, local leaders, individual
volunteers and civic groups took charge.
The process improved greatly, but the
evacuees were still far from home; their
world remained in chaos, and most were
fearful of the destruction awaiting them
back home.

In an effort to diffuse the tension that

PRODUCTS
YOU NEED.

Insurance serves policyholders when there is ‘no more’

was reaching dangerous levels, Mayor
Hilda Curry asked me to facilitate a “lis-
tening session,” so the evacuees could be
heard. Her instructions were simple, “Let
them vent, let off their steam safely and
voicetheir frustrations.” Fifteen yearslater,
afew vivid memories remain.

Congressman Charlie Melancon, whose
district included St. Bernard and other low
lying parishes of south Louisianawas one
of thefirst speakersthat night. He had been
able to visit the area by Coast Guard boat
earlier that day. Charlie, normally unflap-
pable, was visibly shaken. He said, “I
planned to bring some hopeful newsto you,
tonight. | can’t. There is no more St. Ber-
nard Parish.”

Today, from the media reports and
friendsinthearea, Hurricane Laurahas|eft
Calcasieu Parishand Lake Charlesinasimi-
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lar condition. Normal isyears away. A liv-
able new normal is many months away.

Throughout the program that night
nearly every attendee was trying to reach
someone, somewhere, on their cell phones.
Unfortunately, all were unsuccessful. The
phones that had already become a part of
our liveswere not effective. A brick to our
ear could have at least started a conversa-
tion; the phones could not. Cellphone tow-
ers and utility lines are often destroyed in
the storm. After amajor disaster, life will
more closely mimic the Flintstones, not the
Jetsons. If you don’'t know these folks,
google them while you have electricity.

A few speakers were empathetic and
tried to feel the evacuees' pain. Too many
were bureaucratic and just told the audience

See INSURANCE SERVES Page 4
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Insurance serves

what they thought the evacuees needed to
do. Unfortunately, what their procedure
manual s suggested as sol utions, the evacu-
ees were not able to do in the wake of the
destruction in their parishes, absence of
phonesand utility infrastructure and closed
roads. Accessto their homes (if indeed they
remained) was verboten. All assumed they
had a major loss awaiting them at home;
their only question was, “How bad?’

That is a nagging question to have on
your mind 24/7.

A local government bureaucrat was
speaking to the group, when he was asked
by avery large and angry evacuee an im-
portant and appropriate question that this
emergency expert should have been ableto
answer or, at least, empathetically respond
to with the promise to get an answer to the
evacuee at the shelter the next day. Unfor-

tunately, the bureaucrat said, “You don't
understand my problems.” You could see
the rage in the face of the questioner and
the rest of the crowd. | quickly responded
to the bureaucrat, “It is your job to under-
stand and help solve his problems; it is not
his job to understand your problems.”

Here's reality. As agents our most im-
portant role and service provided is not to
process paper, negotiate better rates and an-
swer questions about coverages. These are
our jobsbut not our most important role. Our
roleisto pick up thepieceswhen our clients
lives, communitiesand businesseshavefallen
or arefalling apart. Our most important job
startswhen othersleave homein acrisisor
head home after it. If Hurricane Laurajust
leveled your town, would you be up to the
job you signed on for as an agent?

You claimto bedifferent, even better than

your competitor. The marketplace of chaos
is where you prove your brand. Success is
not in what you say; it isin what you do.

| havevivid memoriesof individualsand
organizationsthat roseto the challenge. My
two favorite success stories include the
chancellor of amedical school in New Or-
leans who evacuated to Baton Rouge for
the storm and returned to the city to dis-
cover that the medical school could not re-
open in New Orleans for along time. He,
his team and the students relocated the
medical school to Baton Rouge in aweek.
They made it work. It isan amazing story.
Amazing stories are created by disasters.

A New Orleans insurance agency prin-
cipal stayed with friends in Baton Rouge.
Most of his team had evacuated there as
well. After the storm, he realized thiswas
to be his home and his agency’s “office’
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for along while. He quickly rented apart-
mentsto house histeam and office spaceto
serve his customers. It was not easy, but it
was what had to be done. A tentative deci-
sion-making process or waiting to seewhat
happened may have resulted in no housing
and limited options, as Baton Rougefilled
up fast with evacuees, their families and
businesses, and entrepreneurs committed to
restarting their lives. Would you have had
the resources and courageto act quickly in
chaos? Remind yourself: Theworst of times
creates the playing field for championsin
our industry. Your best is needed when the
worst isthe norm.

| pray you never have to work through
this sort of crisis. | pray harder that if you
do, you are prepared. It's the promise you
made when you chose thisindustry or this
industry chose you.

NEWS IN BRIEF
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hisnew position, Albright will focuson
[1ABL’sstrategic goal s of hel ping mem-
ber agencies meet the challenges of the
futureininsurancetechnology; improve
themanagement and operations of agen-
cies and maintain market access for
small independent agencies. Albright
comesto IIABL from LWCC where he
worked as customer experience analyst.
Before that he worked asthe marketing
manager at Eagan | nsurance Agency for
seven years. O’ Regan joined the IABL
staff on Sept.14. She comes to 1IABL
from the LouisianaAutomobile Dedlers
Association, but she learned the associa
tion business at the Tatman Group where
she lobbied and worked on behalf of
[IABL. O Regan will handle communi-
cationsand marketing, eventsand educa
tion, and membership. After 25 years of
sarviceto lIABL, RhondaMartinez will
semi-retireeffective Dec. 1, 2020. Shewill
continue to work part-time, mostly from
home, servicingtheRLI persona umbrella
and in-home business programs which
Jamie Newchurch has been handling.
Contact Martinez at
RMartinez@I I ABL.com or 225-236-
1352. Newchurch will handle all of
[IABL'sprofessional liability (E& O),
EPL, and cyberliability programs.
Newchurch may be reached at
JINewchurch@llABL.com or 225-
236-1350.

Rhonda Lobell, Lobell Insurance
Consulting and Training, is a candi-
datefor mayor of French Settlement, a
town of about 1,200 near Baton Rouge.
Lobell currently serves as mayor, hav-
ing been appointed to the post in De-
cember after her predecessor resigned
suddenly, and the mayor pro tempore,
who was next in linefor mayor, also re-
signed. Lobell, who was an alderman,
already was planning to run for mayor
in 2020. She resigned the alderman po-
sition to be appointed mayor. Lobell has
picked up two opponents for the may-
oral election. The primary €election is
Nov. 3. Lobell has held aproperty/casu-
alty producer’s license since Jan. 19,
2001. Shealso holdsaccident and health,
life, surpluslinesand claimsadjuster li-
censes. Over the years, Lobell has been
active with the Professiona Insurance
Agents of Louisiana, has held officer
positions and has been recognized by the
association with awards.

See NEWS IN BRIEF Page 8
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Hurricane Laura

for wind, storm surge, and inland flood
losses across impacted states. RMS in-
cluded property damage and business in-
terruptionto residential, commercid, indus-
trial, and automobile lines; post-event |oss
amplification; and non-model ed sources of
loss.

“Although L aura avoided major metro-
politan areas like Houston and New Or-
leans, it was still an extremely impactful
U.S. event,” maintaining intensity as it
moved inland, causing widespread wind and
water-driven damagewell into interior por-
tionsof Louisiana, RMSNorthAtlantic hur-
ricane models Senior Product Manager Jeff
Waters said in a statement.

Corelogic updated its pre-hurricane
residential and commercial wind and storm
surgeloss estimateson Aug. 28. According
to the property analyst’s new data, insured
wind and storm surge lossesfor residential
and commercial propertiesin Louisianaand
Texas are estimated to be between $8 hil -
lion and $12 billion, with insured storm
surge losses estimated to contribute less
than $0.5 hillion to the total.

Fueled by high sea surfacetemperatures,
Hurricane Lauramadelandfall asa150 mph
Category 4 storm on Aug. 27. It was the
strongest storm since the 1856 Last Island
Hurricane. Laura made landfall close to
Cameron, Louisiana, near the Texas border.
In additionto thewinds, Laurabrought with
it around 15 feet of storm surge and wide-
spread heavy rain across the Gulf region,
continuing in anortherly direction through
Louisianaand into Arkansas.

As Hurricane Laura approached the
coast, the storm’s center struck a more

FROM PAGE 1

sparsely populated area of the Louisiana
and Texas coast. “There is never a good
place for a hurricane to make landfall, but
thiswasthe best possible outcome because
it spared the major population centers of
Houston and New Orleans,” said Curtis
McDonald, meteorol ogist and senior prod-
uct manager of CorelLogic.

Hurricane Laura weakened as it moved
over land, which safeguarded some metro-
politan areas from the full impact of aland-
falling Category 4 hurricane, Corelogic said.

Two daysprior to the storm making land-
fall, Corelogic rel eased dataanalysis show-
ing that 431,810 single-family and multi-
family homes along the Louisiana and
Texas coasts with a reconstruction cost of
approximately $88.63 billion were at po-
tential risk of storm surge damage based on
Laura sprojected Category 3 statusat land-
fall. CorelLogic's estimate included prop-
ertiesin Lake Charles, Lafayette, Houma-
Thibodaux, Morgan City and Jennings in
Louisiana and Houston, Beaumont-Port
Arthur, Port Lavacaand Bay City in Texas.
As the storm intensified and its trajectory
changed, some of those locations were
spared.

In a statement issued Aug. 31, Boston-
based catastrophe modeler Karen Clark and
Company estimated that onshore insured
lossesfrom Hurricane Laurawill becloseto
$9hillion. Lauracaused $8.7 billion of losses
in the U.S. from wind and storm surge and
$200 million in the Caribbean, KCC said.

IncludedinK CC'sestimate are privately
insured wind and storm surge-rel ated dam-
ageto residential, commercial, and indus-

See HURRICANE LAURA Page 6
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Hurricane Laura

trial properties, aswell asinsured damages
to automobiles, the modeler said. The esti-
mate does not include National Flood In-
surance Program (NFIP) losses, or any
losses suffered to offshore assets.

Peak storm surgeheightsdid not reach the
worst-case predictions of the National Hur-
ricane Center, and damagefrom floodingwas
less severe than projected, KCC said.

KCC notes that losses are not expected
to be as high as they perhaps could have
been, as Laura’s highest wind speeds were
tightly wound around the hurricane’s cen-
ter, resulting in a narrow swath of exten-
sivedamage. Whilethe storm surgeimpacts
were less than forecasted and originally
modeled asthe peak surgewasonly around
15 feet, below the 20 foot NHC prediction.

Hurricane Laurabrought tropical storm
force winds to multiple islands across the
Caribbean, causing treesto be downed and
power outages across Hispaniolaand Cuba.
Light wind damage was seen to roof cover-
ingsand other exterior elements, while most
structural damage wastheresult of downed
trees, according to KCC.

Damage along the western Louisiana
coast up to Lake Charles has been exten-
sive, KCC said. Structural damage has oc-
curred to all types of properties, including
wood frame homes and commercial struc-
tures. Damage to roof coverings, decking,
and trusses has been widespread. Exterior
siding, opening, and glazing damage have
been extensive, and typically followed by
progressive damage from water and wind
infiltration. In addition to downed treesand
signs, telephone poles have snapped, result-
ing ininfrastructure disruption, KCC said.

In describing the damage farther along
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Laurd's path, KCC said that areas experi-
encing Category 1 and 2 hurricane force
winds experienced less severe damage but
over adlightly larger area. Scattered struc-
tural damage has occurred, and much of the
severe damage has been the result of fallen
trees. Roof s throughout the area have sus-
tained damage, with some residential and
commercial buildings experiencing severe
damage to roof cladding and decking.

Tropical storm force winds extended
further out from the storm center causing
widespread low-level wind damage to roof
covering and siding.

Even though the worst-case scenario
storm surge did not materialize, significant
flooding occurred in coastal areas. Due to
extensive debris accumulation, roads have
becomeimpassable, delaying cleanup efforts
inthe most impacted areas, KCC explained.

Also on Aug. 31, AIR Worldwide said
insured losses to onshore property from
Laurawill range from $4 billion to $8 bil-
lion. AIR Worldwideis a Verisk business.

“ Although comparisons between Laura
and Hurricane Rita have been made, they
differ in two important ways: Rita was a
larger storm and hit a more populous area
than Laura did,” said Dr. Cagdas Kafali,
senior vice president of research, AIR
Worldwide. “Rita made landfall west of
where Lauradid, impacting popul ation cen-
tersof Texas; Lauramadelandfall well east
of Houston and West of New Orleans, keep-
ing losses lower,” he said.

Laura'srapid intensification over abnor-
mally warm Gulf waters was similar to
Hurricane Harvey in 2017 and Hurricane
Michael ayear later. Prior to Laura, Harvey
and Michael werethe two most recent Cat-
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egory 4 or stronger storms to hit the U.S,
according toAIR.

AIR expectsthe combination of Laura's
track through relatively lower populated
areas to keep insured losses down some-
what, despite its major hurricane status at
landfall.

Wind damage was the greatest in Loui-
siana, particularly in areas closer to the
eyewall near landfall. Preliminary maxi-
mum wind reports from the National
Weather Servicereported 133 mph gustsat
LakeCharlesin Calcasieu Parish. Thereare
reports of damage from torn off roofs and
facades to structures that were destroyed,
along with upended vehicles, and damage

to power lines, roads, railways and other
infrastructure.

As AIR described the storm, Laura's
winds diminished after landfall, but re-
mained at hurricane strength for nearly half
the day, pummeling the region for hoursas
the storm’s center traversed north through
Louisiana. Laura’'s storm surge was not as
severe as expected, as the storm tracked a
bit east of the Calcasieu Ship Channel, a
waterway that connects the town of Lake
Charles with the Gulf of Mexico, and
pushed less water forward. The highest
storm surge recorded thus far was around

See HURRICANE LAURA Page 8
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Hurricane Laura

15 feet measured at the USACE river gauge
on the Mermentau River at Grand Chenier
in Cameron Parish.

Kafali concluded, “ Residential buildings
inand around L ake Charles saw significant
damageto roofsof all geometriesand with
variousroof cover types. Residential build-
ing envelopes were breached dueto debris
impacts, and the damage was further exac-
erbated in many cases due to the impacts
of storm surge. Residential homesin Loui-
sianaare founded primarily on crawlspace
and slab foundations, both of which are
vulnerablewhen it comesto flood damage.”
Fitch comments

While Lauragenerated devastating eco-
nomic and insured lossesin Louisiana, the
storm isunlikely to trigger downgrades of
individual property/casualty insurers or
reinsurers, Fitch Ratingssaidin an Aug. 28

J

commentary on the storm’simpact.

Whilelosseswill take sometimeto rec-
oncile, there are indications that this will
be an earnings and not a capital event for
the industry. Fitch-rated insurers with the
largest property market sharein Louisiana
have capital positionsthat remain robust at
midyear 2020 despite the impact of the
coronavirus pandemic, Fitch said.

The ongoing pandemic may compound
thenormal logistical challengesof ng
damage to property following a catastrophe
event and lead to modestly elevated level s of
loss adjustment expenses, Fitch predicted.
Company-specificinsured lossestimatesre-
main uncertain, Fitch said on Aug. 28 in its
Non-Rating Action Commentary. Informa-
tion will be more forthcoming asthird quar-
ter financial results are announced.

L osses generated by Laurain combina-

tion with previous named storm landfalls
in the U.S. in 2020, ongoing wildfires and
lossesrelated to the coronavirus, putsadded
stress on the industry earnings, according
to Fitch. Persona lines writers were rela-
tively unaffected by underwriting losses
from the coronavirusin thefirst half of 2020
and remain well positioned to absorb losses
from catastrophe eventsthrough the remain-
der of the year.

Fitch expectsthat traditional and insur-
ance linked securities reinsurance markets
will see claims from Laura through both
quotasharetreatiesand excess of lossbusi-
ness that has seen an accumulation of ca-
tastrophe losses in 2020. However, given
the expected moderate size of the loss, the
event islikely to have a greater impact on
primary insurance companies than
reinsurers. The impact of Lauraon insurer
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and reinsurer earnings is expected to add
to the push for higher rates on property re-
insurance at upcoming renewals.

According to Fitch, homeowners mar-
ket share in the states most affected by the
storm—Louisiang, Texasand Arkansas—is
dominated by thetop five companies, which
collectively represent over 56 percent of
direct premium written: State Farm,
Allstate, USAA, Farmersand Liberty Mu-
tual. Commercial lines of businessthat are
exposed to the impact of a hurricane land-
fal include alied lines, fire, commercia
multi-peril, non-liability and inland marine.
The commercial insurance market is less
concentrated than the homeowners seg-
ment, with thefivelargest writersrepresent-
ing 24 percent of direct premium written,
including CNA, Liberty Mutual, Travelers,
Chubb and AIG.

NEWS IN BRIEF
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Lee Ann Alexander has joined the
American Property Casualty Insur-
ance Association as vice president of
state gover nment relations. Alexander
will bebased inAustin and cover Texas,
Louisiana, New Mexico and Oklahoma.
Previoudly, Alexander wasvice president
of government affairsfor the Surety and
Fidelity Association of Americaand se-
nior public affairsofficer for Liberty Mu-
tual Insurance Company. Joseph
DiGiovanni, senior vice president of
state government relations for APCIA
said, “We are pleased to have Lee Ann
join our team. Lee Ann has extensive
background and knowledge regarding
theinsurance industry and will be atre-
mendous asset for the association and
our member companies.”

The National Alliance for Insurance
Education and Research announced
Aug. 20the 2020 Outstanding CSR of
the Year state winners. The 2020 win-
ners from Louisiana is Brandon
Hamilton, CISR, AINS, AlS, AU, AU-
M, of Daul Insurance Agency Inc.,
Gretna. To beeligiblefor theaward, can-
didates must be an insurance customer
service representative or have primary
responsibility for insurance customer
service duties.

MEETINGSEDUCATION

TheL ouisiana ClaimsAssociation will
hold a virtual conference in two ses-
sions, one Oct. 21-22 and the other
Nov. 18-19. The 2020 theme of the vir-
tual conference is Focus on Success.
Each session gives attendees the oppor-
tunity to earn six hours of continuing
education in three different tracks and
includes two hours of ethics. The Oct.
21 session begins at 8 am. with a key-
note address by Commissioner of Insur-
ance Jim Donelon and concludes at
noon, followed by a BYO lunch. The
Oct. 22 session beginsat 8 am. with an
ethics program titled Ethical Decision
Making for ClaimsAdjusters. For more
information and to register visit
L CA37@wildapricot.org.

The LouisianaAssociation of Self In-
sured Employersis going virtual for
the LASIE 2020 Annual Conference
to be held Nov. 4-5. Topicsfor the ses-

See NEWS IN BRIEF Page 19
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Producers get C&D

the check to coincide with the new applica-
tion date.

In at least one case, he used the same
check on a second bogus application to
Senior Life, once again changing the date.

Occasionally, Dool would indicate that
customers used only debit cardsto pay. No
voided check was presented with the appli-
cation.

In 2018, Customer 1 contacted Senior
Life and advised the insurer that she did
not apply for either of thetwo life policies,
nor was she familiar with Senior Life. She
told Senior Life that Dool was her agent
for the Transamerica policy. She faxed a
letter to Senior Life requesting the unau-

FROM PAGE 1

thorized policies be canceled and all pre-
miums refunded, whereupon she received
the requested refund.

Based on that customer’s information,
Senior Lifepulled Dool’sbook of business
and attempted to contact 21 life policy ap-
plicants, according to the C& D order.

AsLDI describesit, many of the appli-
cants were difficult for Senior Lifeto con-
tact because of incorrect and/or discon-
nected phone numbers and/or incorrect ad-
dresses on the applications. Several of the
applicants who were contacted said Dool
was their agent for previously secured life
insurance through a different company.
Some policyholders contacted Senior Life

Pelican General I nsurance Agency

FOR OVER 20 YEARS

after they were charged unauthorized pre-
miums for a policy for which they did not
apply. The applicants claimed they never
submitted Senior Life applications and re-
quested refunds.

In February 2018, Customer 5, sought
representation from a different agent, who
drafted a cancellation letter on the
customer’sbehalf. Theletter wassigned by
the customer and the new agent, and the
agent filed a complaint with LDI against
Dool.

In another instance, Dool submitted a
bogusapplication for aTransamericapolicy
of insurance on behalf of Customer 6 who
already had one policy with Transamerica.

ed.

' prlm! garage classes you have found
for your customers.

=

The check submitted with the second ap-
plication had adifferent first namethan the
customer’s first name. Not a problem for
Dool. According to LDI, he added his
customer’sname at thetop of the check and
drew alinethrough the printed address, and
then added a new address.

In March 2017, Customer 6 notified
Transamerica that she was being over-
charged and was not aware of the second
policy. The second policy was rescinded.

Less than a year later, Dool submitted
an application for insurance to Senior Life
for the same customer using the same pre-

See PRODUCERS GET C&D Page 11

Donelon reviews
homeowners policies

The L ouisiana Department of Insurance
reviewed homeowners policies for Lake
Charlesresidentsrelative to additional liv-
ing expenses, LDI said in a news release
issued Sept. 14.

Thereview cameabout after Mayor Nic
Hunter of Lake Charles contacted Commis-
sioner of Insurance Jim Donelon to discuss
the pending termination of the Mandatory
Evacuation Order for Calcasieu Parish and
itsimplications for coverage of additional
living expensesfor residents of that parish.

After advising Hunter that every policy
can contain different coverages for ALE,
Donelon offered to have the policy forms
for State Farm Insurance Company, Allstate
Insurance, Louisiana Farm Bureau Group,
United Services Automobile Association
(USAA), and Insurance Services Offices
(1SO) reviewed for ALE coverage.

I SO drafts and submits policy formsfor
approval for 77 homeowner insurers.

At Hunter’s request, Donelon partici-
pated in a conference call with the mem-
bers of the Lake Charles City Council to
advise them of the review’sfindings.

Thereview found that, when policyhol d-
erswereordered out of their homeshby acivil
authority, such asthe Mandatory Evacuation
Order issued for Calcasieu Parish, dl of the
policy forms reviewed contained the same
limitation of 14 days of coverage for such
evacuations. AL E coveragefor homeswhich
were rendered uninhabitable by physical
damage from Hurricane Laura are subject
to the terms of their policies but generally
provide coverage of oneto two years maxi-
mum in such circumstances.

Donelon urged public officialsand poli-
cyholders to reach out to LDI at 800-259-
5300 or www.ldi.la.gov if the department
can be of assistance.

=L ICAN

CxEMERAL IN%LIH

Transportation / Cargo / Physical Damage/ Pollution
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Producers get C&D

viously voided check that was previously
sent to Transamerica. The check was fur-
ther atered. Thistimewith correction tape,
LDI said in the C&D order.

In a separate instance in January 2018,
an application for Legacy Assurance Mem-
bership enrollment was completed on Cus-
tomer 10. The membership offers funeral
merchandise at prices lower than the na-
tional average. The membership fee is $3
per month. The hitch is that the customer
said she did not know about the member-
ship and did not apply for it.

Dool sent an application for insurance
to Senior Life on Customer 11 with the
monthly premium to come from an account
belonging to Dool’swife. Hiswifewasnot
the customer. In any case, the premium pay-
ment wasrejected dueto insufficient funds,
and the customer got a letter from Senior
Lifeinforming her the payment wasrefused.
A month later, the payment was again re-
jected for insufficient funds, and the policy
lapsed. The customer called Senior Lifeand
informed the insurer that she did not want
the policy and wanted it canceled.

According to Customer 11, Dool called
to tell her about the policy after it was is-
sued. According tothe C& D order, Customer
11 claims Doal told her his wife would pay
for the policy “because it is something she
does’ for his*good customers.”

Customer 11 alleged that Dool saved
copies of old applications and that is how
he got her information for the Senior Life
application. The customer reviewed the
application and wrote a letter refuting the
signature on the application. Shewrote that
she did not know the payer and that Dool
was probably trying to increase his com-
mission for the year by getting the policy
on her.

Other customers also refuted the signa-
tures on their applications.

Dool listed his own telephone number
as Customer 12's telephone number on an
application for insurance. Someone claim-
ing to be Customer 12 called Senior Life
from Dool’s telephone number and left a
voicemail saying everything on the policy
was correct, according to LDI’s order.

Based onthetotality of theinformation,
LDI said, Dool “demonstrated a pattern of
behavior that isin direct violation of state
insurance regulations.”

Transamerica alleges Dool owes the
company $9,991.08 in charge backs, and
Senior Life alleges Dool owes $1,640.06
in charge backs, LDI wrote in the C&D.
“According to aleged victimsand evidence
obtained, your actions have been ongoing
for many years,” LDI wrote.

Accordingtotheorder issuedto Sias, LDI
suspended hislicensefor threemonthson Jan.
9 and fined hisagency, MSIINSLLC. Sub-
sequently, LDI received two complaintsin-
volving hisfailureto remit premium.

In July, aconsumer complained that her
premium payment for her Lighthouse Prop-
erty Insurance Corp. homeowners policy
wasto beincluded in her closing costs, and
the title company issued a check to the
agency for $1,086 to cover the premium,
but the premium wasnot applied tothepolicy,
according to the C&D order. When the cus-
tomer attempted to renew the policy, she
learned she had no coverage and confirmed
with the title company and her mortgage
lender that M SJ had been given a check to
pay the premium as part of the closing.

In hiswritten response to LDI’s queries,
Sias admitted there was alapse in coverage
because the check was not submitted and re-
funded his customer’s premium. Sais'sfail-
ure to remit the premium resulted in arate
increase for his customer. On July 8, MSJ

FROM PAGE 10

issued acheck to the mortgage company for
$3,617.08 to cover the increased insurance
premium, according to LDI’s order.

The second complaint occurred in Sep-
tember 2020, when the LDI Division of
Insurance Fraud received acomplaint from
The Groom Room in New |beria whose
mortgage company requires proof of insur-
anceannualy.

According to LDI, on Sept. 19, 2019,
Siasemailed adocument to theloan officer
at Community First Bank. The document,
titled WrightFloodApplication, had Sias's
e-signature and was dated Sept. 17, 2019.
The application was not signed by the in-
sured and indicated a balance due for the
flood premium.

On Sept. 19, 2019, the bank requested
either proof of premium payment or the
declaration page as proof of insurance. On

Oct. 10, 2019, the bank sent asecond request
for proof of insurance. That same day, Sias
emailed a document titled Policy Payment
Transmittal to representativesof thebank and
to the insured. This document showed that
MSJ paid Wright National Flood $1,184 via
check for The Groom Room’s flood poalicy.
The same day Sias emailed to representa-
tives of the bank and to the insured a copy
of what Sias purported to be the declara-
tions page for the flood policy.

Upon receiving the declaration page, the
bank representative noticed that the policy
period was written as from Sept. 17, 2019,
to Sept. 17, 2019. Thinking it was a print-
ing error, Sias was asked to review the
policy dates and submit a corrected decla-
ration page. Later that afternoon, theinsured
emailed adocument titled untitled00 to the
bank. The second purported declaration

page reflected a policy period from Sept.
17,2019, to Sept. 17, 2020. Siasnever paid
the premium, and coverage was never se-
cured, accordingto LDI. Theinsured stated
to LDI that Sias refunded the flood insur-
ance premium.

The LDI suspended Sias's licenses ef-
fective immediately. Sias has held a prop-
erty licensesince May 5, 2017, and a casu-
alty license since June 16, 2017. All of his
licenses were suspended, effective Sept. 8,
2020, according to LDI’swehsite.

“Anytime aproducer does not abide by
the code of conduct set out by Title 22, itis
avery seriousmatter,” Donelonsaid. “1 urge
any consumers who feel uneasy about any
insurance-related transaction to call the LDl
Division of Fraud and Enforcement. All
callers can request that their involvement
be kept confidential .”
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LCPIC board approves sending commercial filing to LDI

At its Sept. 10 meeting, the Louisiana
Citizens Property Insurance Corp.’s
(LCPIC) board of directors voted to ap-
prove sending the commercial property rate
filing, an overal increase, to the Depart-
ment of Insurance for approval. Also, be-
cause LCPIC’s board has not been able to
vote sinceits March 12 meeting, the board
voted to approvethefollowing: sending the
first and second quarter financials to the
Department of Insurance, continuing Round
14 of depopulation, recertifying the 2005
deficit and the 2021 assessment rate. In ad-
dition, the board heard about LCPIC’s re-
sponse to Hurricane Laura and LCPIC's
financials through the end of July.

The commercial rate filing amounts to
anoverall average 2.7 percent rateincrease.
The FAIR Plan’s commercia customers
will see an average 0.2 percent rate reduc-
tion that affects 1,150 policies, and the
Coastal Plan’s commercial policyholders
will get an average 17.7 percent rate in-
crease, affecting 160 policies.

The 160 commercial policyholders
whose propertieslie below the Gulf Intrac-
oastal Waterway will see their annual pre-
mium increase from a current average of
$4,790 to $5,640, according to LCPIC. In
addition, the 1,150 commercial policyhold-
ersin the FAIR Plan will see annual pre-
mium go from acurrent average of $2,840
down to $2,830.

LCPIC has 1,315 commercia policies
with atotal insured value of $457 million.

The primary driver of theindicated rate
change in the Coastal Plan, according to
L CPIC CEO Richard Newberry, isthelim-
ited number of policies in the plan and a

small shift in the mix of business written
since the prior review, resulting in a sig-
nificant increase in the average expected
loss from catastrophes.

Included in the rate filing, LCPIC pro-
posed using recently approved SO loss
costs. According to Newberry, theloss costs
vary by type of business for Group | pre-
mium (covering primarily fire, lightning,
and vandalism claims) and aproperty’slo-
cation and construction quality for Group
Il premium (covering primarily wind/hail
claims.) ISOlosscostswill put moreempha
sison location and types of construction.

Whilethe overall impact will berevenue
neutral, Newberry told the board, individual
policies will see changes, sometimes sig-
nificant, but rate increases will be capped
at 10 percent per year. A little over half of
all policieswill seearatedecrease, hesaid.

LCPIC's commercial rate adjustment
last year resulted in an overall rateincrease
of 0.2 percent with a decrease of 3.0 per-
cent in the Coastal Plan and a 0.9 percent
rateincrease in the FAIR Plan.

LCPIC developsitscommercial ratesto
cover al projected losses and expenses at
breakeven.

First, the company compilesits commer-
cial revenues, expenses and non-storm
losses. Then, a combination of LCPIC's
losses and industry data is used to project
future non-storm losses.

Next, expected storm losses are calcu-
lated based on a 50/50 blend of RMS and
AIR catastrophe models.

L CPIC then compilesthe numbersto de-
terminetotal projected commercia expenses.

The board approved unanimously the
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proposal to send the rate filing to the de-
partment for approval. The board also voted
unanimously that, if the department does
not make achangethat isplusor minus0.5
percent, LCPIC can implement the new
rates. The new rates will be effective Feb.
1, 2021.

LCPIC's board voted unanimously to
approve the first and second quarter 2020
financials presented by L CPIC management
and reviewed by the members of the audit
committee. L CPIC had already filed thefirst
and second quarter financials with the De-
partment of Insurance.

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.

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

For LCPIC, reducing the exposure of the
corporation in the most optimal manner
possible is a magjor factor in choosing the
policiesto offer for depopulation.

There are two companies signed up for
the 2020 depopulation process, SafePoint

See COMMERCIAL RATES Page 14
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Commercial rates

Insurance Company and Southern Fidelity
Insurance Company.

Newberry told the board that the autho-
rization portal opens for agents on Oct. 1,
2020, and the system closes to agents and

As of Sept. 9, LCPIC
received 2,268 claims
with 94 percent of
the claimants being
contacted by an
adjuster and 61
percent of the
properties already
inspected.

companieson Oct. 31, 2020. Then, LCPIC
will send the assumption notification docu-
mentsto companies and agentson Nov. 20,
2020, and policyholdershaveuntil Feb. 28,
2021, to opt out.

Newberry said that ascientific approach
to depopulation allows LCPIC to generate
ahigher percentagereductionin reinsurance
costsrelativeto the percentage of premium
lost. The 102 policiestaken outinlast year's
depopulation resulted in a $16.9 million
reduction in the probable maximum loss,
he said.

Againthisyear, LCPIC will offer 4,000
policiesfor take out.

The board voted six to four to approve
the depopulation plan for 2020.

Newberry reported that as of the end of
July 2020, LCPIC has 35,837 paliciesin
force with a total insured value of $6.94

billion.

Accordingto LCPIC'sVice President of
Accounting and Finance Joe Sciortino, each
year L CPIC hasto recertify the current defi-
cit from the 2005 storms. According to
Sciortino, LCPIC's deficit from the 2005
Katrina/Rita storms increased by about
$1.64 million to $1,358,057,776 from
2019's$1,356,420,776. The deficit certifi-
cationisperformed in-housewith areview
by LCPIC’sauditor aspart of thecompany’s
annua financial review.

Theoutstanding debt of thebonds, accord-
ing to Sciortino, has a balance of $374 mil-
lion and is scheduled to be paid off by 2026.

Theboard voted unanimously to approve
the recertification of the 2005 deficit.

Sciortino reported to the board that
LCPIC's2021 assessment ratewill be2.49
percent, aslight decrease from 2020’'s 2.60
percent.

In making the cal cul ationsfor the assess-
ment rate, L CPIC usesthe previousyear’s
assessable premium for property insurance
and the expected debt service costs for the
assessment year. The assessable written
premium for 2019 was $2.7 hillion, an in-
crease of $69.4 million, according to
Sciortino. The estimated debt service costs
for LCPIC for 2021 will be $66.4 million,
according to the Regions Bank bond trustee.

The new rate will be effective Jan. 1,
2021.

Theboard voted unanimously to approve
LCPIC’ s 2021 assessment rate.

Sciortino updated the board on the
financial s through the end of July 2020.

Hetold the board that LCPIC’s policy-
holders surplus grew from $186.4 million
at the beginning of the year to $192.4 mil-

ik
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lion at the end of July 2020.

LCPIC's net income at the end of July
was $5.3 million, he said, $1.59 million
more than the $3.7 million net income that
was budgeted for the end of July 2020. The
driving force behind the increase, accord-
ing to Sciortino, is net premium earned
which is $2.0 million more than the $19.0
million budgeted.

Hereported that L CPIC ended July with
$223.95 million in total cash and invest-
ments, with $149.15 million of that amount
in operating cash.

Sciortino emphasized that these
financialsare al pre-Hurricane Laura.

Newberry then gave theboard an update

FROM PAGE 12

on LCPIC’s response to, and results so far
from, Hurricane Laura.

Newberry reported that as of Sept. 9,
L CPIC received 2,268 claims with 94 per-
cent of the claimants being contacted by an
adjuster and 61 percent of the properties
already inspected.

He said that LCPIC has approximately
11,000 palicies in-force in the wind foot-
print of Hurricane Laura and that LCPIC
has $560 million in reinsurance with a $35
million retention.

Newberry opined that, with its cash re-
servesand reinsurance structure, LCPIC is
well positioned financially to handle a sec-
ond storm.

NATIONAL SECURITY
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Lloyd’s announces half-year losses, coronavirus claims

London Views
By LEN WILKINS
London Correspondent

Lloyd’s has announced losses of $0.52
billion for the half year to date. The market
can livewith that but will be worried about
Lloyd's management’ s expectation that the
market stands to pay out up to $6.5 billion
for COVID-19 customer claimson agross
basis. After reinsurance recoveries of $2.6
billion, the net cost to the market will be
$3.9 hillion.

Lloyd’'s COVID-19 claims for the half
year after reinsurance recoveries added an
extra 18.7 percent to the market’s combined
ratio of 110.4 percent. These figures do not
reflect the additional cost of the business

New Orleans attorney
named as defendant
in a federal RICO suit

A New Orleans attorney, who was re-
ferred to only as Attorney A in a federal
indictment, and two of the players, who re-
cently pled guilty to staging a series of au-
tomobile accidents in order to rip-off in-
surance compani esthrough fraudulent law-
suits, have been sued in afederal Racketeer
Influenced and Corrupt Organizationscivil
lawsuit.

The RICO lawsuit names accident attor-
ney Daniel “Danny” Patrick Keating along
with Damian L abeaud and Mario Solomon,
who both recently confessed to being or-
chestrators of accidents in which people
with packed cars intentionally sideswiped
18-wheelers in order to collect money for
exaggerated or non-existent injuries.

Thefedera RICO lawsuit wasfiled Sept.
1 in the Eastern District of Louisiana by
Southeastern Motor Freight Inc. of
Jefferson Parish and names Keating,
L abeaud and Solomon asdefendants. Inthe
lawsuit, Southeastern Motor Freight alleges
the defendants conspired to commit inten-
tional staged accidents and fraud.

A New Orleanstelevision station previ-
oudly identified Keating asthe lawyer listed
as Attorney A in the federal indictment
charging Labeaud, Solomon and six other
defendants. The indictment spells out how
Keating coordinated with Labeaud before
and after accidents, paying Labeaud up to
$1,000 per passenger for staged and legiti-
mate accidentswith tractor-trailers.

TheRICO lawsuit lays out how K eating,
L abeaud and Solomon staged two accidents
one week apart in June 2017 and used an
SUV to sideswipe a Southeastern Motor
Freight truck.

In addition to naming K eating asAttor-
ney A, the 56-page RICO lawsuit names
Simone R. Nugent, also of the Simone
K eating personal injury law firm, asAttor-
ney B in theindictment.

Neither Keating nor Nugent have been
indicted, but court watchers speculate that
the RICO lawsuit could be aprecursor to a
criminal proceeding.

Southeastern Motor Freight is seeking
treble damages along with prejudgment in-
terest, costs, expenses and attorney fees.

Keating established, financed, owned,
operated and/or participated in the manage-
ment of law offices presenting the fraudu-
lent claims at issue, the lawsuit alleges.

Keating's involvement includes “con-
spiring with and paying Damian Labeaud
torecruit individual sto knowingly partici-

See RICO LAWSUIT Page 18

interruption claims currently being fought
over inthe U.K. courts. Even though adeci-
sion has been made favoring policyholders,
it surely will be appealed.

What's annoying the market is that, tak-
ing COVID claims out of the equation, the
market has done well. Excluding COVID-
191 osses, themarket delivered an underwrit-
ing profit of $1.3 billion. The market’scom-
bined ratio showed asignificant improvement
from 98.8 percent for thefirst half of last year
to 91.7 percent sans pandemic for the first
half of 2020. What hel ped the figureswas a
7.1 percent drop in Lloyd's attritional loss
ratio, which fell to 52.6 percent. What a dif-
ference a year makes; in September 2019
Lloyd'sreported aprofit of $3.8 billion for
thefirst half despite underwriting concerns.

Premium income rose 1.7 percent to
$26.0 billion from $25.6 billion ayear ear-
lier. Onceforeign exchange movementsare
removed, overall premiumincreased by 0.1
percent.

At the same time, investment income
suffered from the COVID-19 effect and fell
heavily to $1.17 billion from $2.99 billion.
The improvements that LIoyd’s has made
to reduce its operating expenses continue,
but the expense ratio for the first half
dropped only marginally from 38.1 percent
to 37.7 percent. Everyone hopes that this
figure will continue downward as the Fu-
tureat Lloyd’s program continues.

The good newsisthat the premium rate
increase momentum shown earlier last year
has continued. This impetus quickened in

thefirst half of thisyear, with underwriters
achieving average risk adjusted rate in-
creaseson renewal businessof 8.7 percent.
There have been 11 consecutive quarters
of positive rate movement according to
Lloyd's broker Marsh, with rate increases
exceeding L1oyd’s plan each month, affect-
ing the vast majority of classes of business
and all geographies.

Thebad newsistheseincreaseswere off-
set by an 8.6 percent decrease in business
volume acrossthe market. Some commenta-
torsbelievethisisnot abad thing asit shows
themarket isfocusing on higher quality busi-
nessthat it renewsor writesfor thefirst time.
Marine and aviation were among the higher

See LONDON VIEWS Page 18
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London views

FROM PAGE 17

loss-making lines of business, and Lloyd's
expects more syndicates to leave the mar-
ket. However, this does not worry anyone
at 1 Lime Street because Lloyd's has a
strong pipeline of new applicants.

Themarket’sstrong capital and solvency
position means it can easily withstand the
impact of COVID-19. Figures show the
market’s net resources increased by 7.2
percent to $42.64 billion which strength-
ened L loyd’s balance sheet further, and the
central solvency ratio reached 250 percent
from 238 percent a year earlier, although
this is expected to fall to 200 percent for
the second half of the year as COVID-19
losses begin to bite.

John Neal, Lloyd'sCEO said, “ Thefirst
half of 2020 has been an exceptionally chal-
lenging period for our people, our custom-
ers, and for economies around the world.

The pandemic has inflicted catastrophic
societal and economic damage, calling for
unparalleled measures to stifle the spread
of the virus, and to get businesses and
economies back on their feet.

“Our half year results demonstrate that
our robust approach to performance man-
agement and remediation has begun to take
effect, evidenced by a significant turn-
around in the underlying performance
metrics, which givethetruest indication of
our market’s profitability.”

On thesefigures no one popped acham-
pagne cork. Theresultsaren’'t good, but they
are encouraging. With underwritersworld-
wide beginning to factor the costs of
COVID-19 into their rates, premiums are
only going to rise, and that can only be good
for Lloyd's.

Mar sh reports hardening market

Lloyd's broker Marsh’s second quarter
report on worldwideinsurance rates makes
happy reading for insurers and strengthens
the case for the hard market. The increase
in the second quarter was the largest since
the index was launched in 2012 and fol-
lowsyear-over-year averageincreasesof 14
percent in the first quarter of 2020 and 11
percent in the fourth quarter of 2019.

For the second quarter of 2020, therate
increases in global composite insurance
pricing and commercial property insurance
pricing were both a record 19 percent,
driven by the COVID-19 crisis. Global ca-
sualty pricing increased by seven percent,
and global financial and professional liabil-
ity rose by 37 percent.

L loyd’'s shows losses for 2018 and 2019

Every quarter Lloyd's publishes an up-
date on how its underwriting years are de-
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veloping. At the moment, things do not look
good; theworst case scenariosfor the 2018
underwriting year show a9.08 percent mar-
ket loss and a 6.07 percent market loss for
the 2019 year of account.

On the worst case figures for the 2018
underwriting year, only one syndicate,
Chaucer 1176, showsprofit, while one other
syndicate expectsto break even. The larg-
est losses are with Hiscox Syndicate 6104,
which predicts a 55 percent underwriting
loss, and Premia 1844, which predicts a
52.51 percent loss.

The mid-case figures suggest a market
loss of 6.07 percent, and again, Chaucer
predicts a healthy 35.00 percent profit, but
five other syndicateshopeto bein theblack,
and one hopes to break even.

See LONDON VIEWS Page 19

RICO lawsuit
FROM PAGE 17

pate in a scheme to stage at least 40 auto-
mobile accidents in the New Orleans area
in an effort to defraud insurance and truck-
ing companies,” wrote the attorney repre-
senting the trucking company.

In addition to Labeaud and Solomon,
five other defendants in the original fed-
eral indictment pled guilty and are cooper-
ating with federal authorities. A second in-
dictment charged 11 additional defendants
as participants in accident scams, includ-
ing another ringleader, Roderick Hickman
of Baton Rouge.

The 30-page indictment, filed Aug. 21
spellsout how attorneysinitially used run-
nersto bring them accident clientsfor fees
ranging from $500 to $1,000, but later be-
gan participating in the fraudulently staged
wrecks.

L ouisianalnsurance Commissioner Jim
Donelon said this type of accident fraud
adds $600 a year per family in car insur-
ance costs in the state. Donelon said he is
hopeful that the growing federal investiga-
tion will help lead to lower insurance pre-
miums across the board.

Consumer advocate
proposes model law
on discrimination

L ongtimeinsurance consumer advocate
Birny Birnbaum, director of the Center for
Economic Justice, proposed a model law
to the National Association of Insurance
Commissioners during an online meeting
of the Consumer Liaison Committee.

Birnbaum is one of the people with an
official designation to speak for consumer
interestsin NAIC proceedings.

Birnbaum’s proposal would define fair
and unfair discrimination in insurance; de-
fine and ban use of “proxy discrimination
against protected classes’; require regula-
torsto monitor for unfair discriminationin-
volving use of data, algorithms, artificial
intelligence, and advisory organizationsand
statistical agentsthat collect datafor insur-
ance organizations.

Birnbaum also proposed creating a Bu-
reau for the Consumer Advocate in each
state and funding it through a 10-cent to 25-
cent fee on every individual insurance
policy issued in the state and on each cer-
tificate for amember of agroup policy.

Thebureau, he said, should have access
to al non-public information on each in-
surance company as is available to the
state’sregul ator.

Birnbaum isthe executive director of the
Center for Economic Justice in Austin,
Texas.
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sions include Workers' Compensation
Ethics and Professionalism, Medicare
Second Payer Compliance, Human Re-
sourcesand COVID-19issues. For more
information, visit lasie.org.

MERGERS/ACQUISITIONS

Chicago-headquartered Hub Interna-
tional Limited announced Sept. 4 that
it has acquired the assets of Hollis
Companies LLC and The Employee
Benefits Corporation. Hub Interna-
tional announced Sept. 9 that it has
acquired the assetsof Todd and Asso-
ciates LLC, an independently owned
agency in Lake Charles. Terms of the
transactionswerenot disclosed. Located
in Metairie, TEBC and Hollis Compa-
nies are employee benefits consulting
firmsproviding benefits solutions, work-
place-wellness plans and guidance on
compliance issues to clients. Todd and
Associates has more than 100 years of
combined experienceintheinsurancein-
dustry. Shaun Norris, president of Hub
Gulf South trumpeted the acquisitions
asexpanding Hub Gulf South’sfootprint
across the Gulf South.

FINANCIAL

HomeBuildersSelf InsurersFund has
surpassed $100 million in dividend
payments to its qualifying members.
“Asaself-insured fund, nothing speaks
more to our strength and stability than
our ability to distribute dividendsto our
members year after year,” said Chris
Duncan, CFO/COO of HomeBuilders.
Thismilestone represents more than just
anumber; it exemplifiesthe commitment
to teamwork and trust between
HomeBuilders and its members.
“Achieving this goal is a concrete sign
of how everything is working together.
When you combine our expertisein the
area of workers' compensation and our
members’ commitment to working with
usonlosscontrol, we can achieve some
pretty incrediblethings,” added Michael
Morris, CEO of HomeBuilders.

London views

The best case figures predict a market
loss, but down to 3.07 percent, with Chaucer
expecting a 40.00 percent profit. Fourteen
other syndicates hopeto declare underwrit-
ing profits, but only one of theseisin double
digits. At least the loss making syndicates
can comfort themselvesby reading Marsh’'s
forecasts of increased rates.

Thingsare better for the 2019 underwrit-
ing year. On the worst case scenario six
syndicates expect to be in the black, and
four predict a breakeven. Chaucer’s 1176
leads the pack with an expected 10.00 per-
cent profit. The 22 loss making syndicates
are led by Hiscox 6104 with a projected
40.50 percent underwriting loss.

The mid-case figure for the market is
a2.74 percent underwriting loss, with 17
syndicates in the black and one at
breakeven. There is a new profit leader
with MAP's Syndicate 6103 expecting a
25.00 percent return. Thirteen syndicates
predict losses; with Hiscox’s 6104 at

35.50 percent, the largest.

With the best case figure, the market at
last has a profit, a modest 0.59 percent.
Twenty-two syndicates forecast profits
ranging from 0.14 percent to MAP's Syn-
dicate 6103, which expects an underwrit-
ing profit of 33.50 percent. Seven syndi-
cates predict underwriting losses, and
Hiscox expects aloss of 30.50 percent.
Reinsurance conferences canceled

Usually at thistime of year, the reinsur-
ance world meets at Monte Carlo Rendez-
Vousde Septembreto discussrenewal terms
for the following season, and then comes
the Baden Baden conference, where the
dealsare made. Unfortunately, the 64th an-
nual Rendez-Vous and Baden Baden were
among the many victims of the pandemic.
Both conferences are difficult to duplicate
digitally and were canceled. The confer-
ence sessions can be replaced by web
conferences, but there is no replicating
the quiet drinks or dinners with clients

FROM PAGE 18

or with fellow reinsurers.

With the renewal season still coming up,
reinsurers and brokers are forced to use
other ways, such as Zoom and Microsoft
Teams, to communi cate with each other and
their clients. There is a lot to discuss —
reinsurers have seen largerate increasesin
the primary market and will now want some
of that action for themselves. With the last
major renewal season being mid-year, so
far, reinsurance rate increases have been
modest, but this may be about to change.

With digital communications, it’sgoing
to bemore difficult for brokersto get afeel
for how bullish reinsurers are, but brokers
are confident they can stay on top of things
viatheinternet, telephone and emails. One
thing is certain: The insurance and reinsur-
ancepresswill bemorecarefully scrutinized
than ever asthe information flow dries up.

If the brokersweretalking to reinsurers

See LONDON VIEWS Page 20
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WHAT NEXT?
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at Monte Carlo, they would learn that
reinsurers believe rate increases are insuf-
ficient. Thierry Léger, group chief under-
writing officer at SwissReAG recently told
journalists that this year’s rate increases
hardly cover companies' lost interest rates.
Reinsurers have seen premiumsfall, while
catastrophe exposure increases. On top of
that, reinsurers have to pay their share of
COVID-19 losses. Swiss Re believes its
share of COVID-19 losses will be at least
$20billion, and for reinsurersgeneraly, the
final bill could hit $80 billion.
Lloyd’sreopens at 45 percent capacity

For the first time since March, Lloyd’s
reopened the underwriting room. Admit-
tedly, only hundreds, instead of the thou-
sandswho normally work at 1 Lime Street,
crowded into the building on Sept. 1, but it
was a start.

Lloyd's said its number one priority is
alowing the market and the Lloyd's com-
munity to connect and collaborate safely
and productively. There are new rules and
regulations to make sure everyone stays
safe. The underwriting room looks alittle
different from when it was closed.

U.K. government social distancing rules
require people to stay two meters apart
wherepossible. Thisisdifficult when work-
erssit next to each other, so things haveto
change, which means peoplein the market
cannot return al together. To solve this
problem, Lloyd'sorganized abusiness class
rota. Monday is reserved for financial and
professional lines and third-party casualty
placements, both direct business and facul-
tative reinsurance. Tuesday isreserved for
property, terrorism, construction, again both
direct and facultative reinsurance. Wednes-

day ismariners day, when marine, aviation
and transit business can be transacted.
Treaty reinsurers have to wait until Thurs-
day to accessthe underwriting room, where
they will bejoined by the underwritersand
brokers who place kidnap and ransom, ac-
cident and health, political risk, bloodstock,
and energy insurance and reinsurance.

Therest of the time brokers and under-
writers will have to go back to communi-
cating digitaly, apart from Friday, when the
room will be open for al classes of busi-
ness. Over 12,000 transactions were com-
pleted and bound in June, so the simpler
riskswill be placed digitally, and the more
complex risks will be traded traditionally
face-to-facein the underwriting room.

The emergency trading protocols
Lloyd'ssetin placeto supplement face-to-
face and electronic trading continue. They
will stay inforcefor aperiod of timeasyet
undefined, while L1oyd's gets a better un-
derstanding of the market’s requirements
and how to support non-face-to-face trad-
ing throughout the continuing period of dis-
ruption.

With only 45 percent of the market op-
erating, Lloyd's suggests that all brokers
book appointmentsfor face-to-facetrading.
Not al underwriters will want to trade in
the room, especially if they are in the at-
risk-group of older people or anyone with
an underlying medical condition.

So, it'sall systemsgo for the brave new
world of Lloyd’s, but with one missing in-
gredient. Lloyd’s, synonymouswith coffee,
no longer has an operating coffee shop. The
shop is being used for the digital booths,

See LONDON VIEWS Page 21
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and brokers and underwriters can only get
atakeout. Costaand Starbucks must berub-
bing their hands with glee.
L loyd’sappointsnew head of U.S. claims
With U.S. business becoming more and
more important, LIoyd's has strengthened
its U.S. claims team by appointing Carey
Bond asU.S. head of claims. Bond assumes
thisnewly created role as part of the Future
at Lloyd'sstrategy. Hewill collaboratewith
London brokers and underwriters on the
design and delivery of claim solutions for
policyholdersin Lloyd's largest market to

improve the U.S./Lloyd’srelationships.

Bond joins Lloyd's from Canal Insur-
ance Company. He has more than two de-
cades of claims management experience
with a strong background inimproving op-
erational efficiencies at several insurance
companies. Prior to that, he was the direc-
tor of claims at Access Corporate Services
and served as corporate auto property dam-
age manager at American Independent
Companies.

A graduate of the University of Tennes-
see, Bond served inthe U.S. Army asase-

QBE announced the departure
of CEO after complaint lodged

Australia-headquartered QBE Insurance
Group has announced that its CEO, Pat
Regan, isto leavethe company following a
complaint from afemale employee and the
outcome of a subsequent external investi-
gationinto workplace communications, sev-
eral news organizations reported Aug. 31
and Sept. 1.

Theinvestigation led the QBE board of
directors to conclude that Regan had not
met the standards of QBE’s code of ethics
and conduct.

Reportsindicatethat awomanin QBE's
North American division made the com-
plaint which led to the investigation con-
ducted by alargeAustraianlaw firm. Later,
QBE confirmed that the complaint about
Regan camefrom afemale employeeinthe
United States.

Word is that the female complainant has
hired an attorney, and that sheresigned about
the same time as her complaint was lodged.

In away, Regan was gored by his own
ox. In 2019, he oversaw an update of QBE's
code of ethics and conduct, which among
other things, promoted a speak-up culture.
His noncompliance led to his ouster.

Details of Regan’stransgression and the
consequent legal findings remain under
wraps; however, The Sydney Morning Her-
ald reported that the financial penalty to
Regan was hefty. While he received over
$300,000 in severance, he leaves a posi-
tion that last year earned him $4.4 million.
Also lost to Regan were share rights esti-
mated to be worth up to $10 million.

Going forward, Mike Wilkins will as-

sume the role of executive chairman, tak-
ing day-to-day oversight of QBE during the
search for anew CEO.

Previously with British insurer Aviva,
Regan joined QBE in 2014 as group CFO
and was appointed to therole of CEO, Aus-
tralian and New Zealand operationsin 2016.
Regan was appointed CEO in January 2018,
replacing John Neal, who had his pay
docked by $550,000 in 2016 for failing to
tell the board he was in arelationship with
his secretary. Neal has since become CEO
of Lloyd's.

When Regan took over, QBE had op-
erationsall over theworld, in both advanc-
ing and emerging markets. Regan set about
trimming down the company. He pulled
QBE out of Asian and L atin American mar-
kets where damage from increasingly fre-
quent extreme weather events posed too
great arisk.

Hisstrategy won him praise, and hewas
viewed as steering the company into safer
waters, according to news sources.

In commenting on the board’s decision,
Wilkinssaid, “We are committed to having
arespectful and inclusive environment for
everyone at QBE. Theboard concluded that
(Regan) had exercised poor judgment inthis
regard.”

Wilkins thanked Regan for his service
by saying, “Whilethese arechallenging cir-
cumstances, the board recognizes and
thanks Mr. Regan for his hard work and
contribution to strengthening QBE. How-

See QBE CEO Page 24

nior military advisor in Iragq during Opera-
tionIragi Freedom and in Afghanistan dur-
ing Operation Enduring Freedom, leaving
thereserveswith therank of lieutenant colo-
nel in 2011.

In hisnew role, Bond will report to Hank
Watkins, regional director and president of
Lloyd's, Americas, and Phil Godwin,

Lloyd's head of claims in London. Based
in Greenville, South Carolina, Bond will be
responsiblefor overseeing U.S. claimspro-
cessing across the Lloyd's market, with a
goal of improving outcomes and customer
experience. Hisimmediate prioritieswill be
to provide support for Lloyd's customers
through the U.S. hurricane season.
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AM Best’'s outlook for reinsurance sector iIs stable

While other rating agencies continue to
ratetheglobal reinsurance market’s outlook
as negative, at the end of 2018, AM Best
changed itsview of the reinsurance market
segment to stable from the negative outl ook
it had held between 2014 and 2018. AsBest
seesit thereare negative and positiveforces

in the market that offset each other.

AM Best explained the battling negative
and positive forcesin its Market Segment
Report titled Global Reinsurers Maintain
Equilibrium through COVID-19 Turbu-
lence, which was released Sept. 2.

Negative factors include increased un-
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certainty on claims reserve development
associated with previous years property
catastrophe events; social inflation, and
more recently, business interruption and
casualty linesrelated to COVID-19. Com-
bined with an overcapitalized sector, these
factors have translated into reinsurance
companies struggling to meet their cost of
capital.

Onthe positive side, reinsurance renew-
as during the first half of 2020 started to
show strong momentum, with clear signs
of ahardening market. All of whichisrein-
forced by third-party capital providers re-
ng their rolein theindustry after be-
ing affected by loss creep, trapped capital
and a perceived higher risk as a result of
discrepancies between actual and modeled
claimsexperience.

InAugust, AM Best organized awebinar
for which a panel of experts came together
todiscussthereinsurance market. Best’scov-
erageof thepanelists discussonisfivepages
of the 89-page Market Segment Report.

AM Best's Meg Green moderated the
panel, which featured Carlos Wong-Fupuy,
senior director of Global Reinsurance Rat-
ings, AM Best; Scott Mangan, associate
director, Global Reinsurance, AM Best;
Silke Sehm, executive member of the board,
Hannover Re, and Jonathan Isherwood,
CEO of Reinsurance Americas, Swiss Re.

Wong-Fupuy led off the panel by saying
that Best’'s stable outlook on the reinsur-
ance segment does not mean nothing
changed. To make hispoint, he described a
number of devel opments, both positive and
negative, in the past year.

He attributed Best’'s negative outlook
between 2014 and 2018 to excess capacity.
“Excess capacity from traditional capital
and a continued influx from third-party
capital providerswere pressuring rates,” he
said. “ Theresult was soft market conditions,
low investment returns and companies
struggling to meet their cost of capital.”

According to Wong-Fupuy, AM Best
changed the outlook to stable at the end of
2018 because things were stabilizing, al-
beit at alower level. “ Expectations for re-
turn on equity were definitely lower than
what historical trends would have sug-
gested,” he said.

Commercial
General Liabilty

Over the past three years, Wong-Fupuy
pointed out, claims activity hasincreased.
Natural catastrophes have caused third-
party capital tolook at insurance risksmore
closely. Their skepticism is not just about
losses. Concerns relative to loss creep and
trapped capital emerged.

Wong-Fupuy noted that the situation is
complicated with COVID-19 increasing the
expectation of an improvement in pricing
on the one hand, while there is concern
about claims on the other hand.

Despitethe stable outl ook, Wong-Fupuy
believesthat all companieswill not respond
the same; their differences will be exacer-
bated.

Mangan speculated that it could take a
while for reinsurers to flush off their bal-
ance sheets and take advantage of rising
rates. Heisnot sure that anyone knowswhat
COVID-19 losses will look like, but they
could affect companies ratings. Market
conditions, he said, will affect companies
differently, and he’'s not sure what rating
action will be taken.

Despitethe stable outlook, Mangan said,
somereinsurers may not be able to weather
the conditions because of lagging Enterprise
Risk Management practices, businessprofile,
capitalization or operating performance.
Hardening market brings new money

Sehm said, “We definitely see capital
flowing into the reinsurance space.” She
added, “New money hasbeen cominginto
start new reinsurance companies.” Accord-
ing to Sehm, the number being mentioned
is about $4 billion in comparison to the
Bermudan class of new companiesafter the
2005 hurricanes, which was around $5 bil-
lion, and the class of 2001 after the attacks
on the World Trade Center, which was $8
billion.

“Clearly, there is a change in rates,”
Isherwood said, which accel erated through
the first half of the year, from January
through June/July renewal sand across most
lines.

According to Isherwood, there is a lot
of capital looking at returnsfor thelast few
yearsthat don’t meet expectations.

At this time, Mangan opined, specialty

See REINSURANCE SECTOR Page 23
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Reinsurance sector

and E& Stype business seemsto have alot
of the momentum going forward.

Wong-Fupuy said that companies need
to recover from underperformance, add-
ing that the settlement process for losses
istaking longer than expected. Property
catastrophe risks have a tail because of
loss creep, which affectsreinsurers’ abil-
ity to swiftly enter and exit the market.
Even if thereisnot adramatic declinein
availability of third-party capital, growth
could slow down and investors become
more selective.

I sherwood said there has been somere-
trenchment. Those set up to generate asset
returns were not so successful. He pointed

FROM PAGE 22

out that 2018 was “the worst typhoon year
ever,” and it was followed by 2019, which
was “evenworse.”

Wong-Fupuy said that companies re-
quired return has increased and that there
arerisk tranches in which the return “may
not be met.” He observed that new capital
is mainly coming from traditional capital
providers.

Panelistsindicated that escalating rein-
surance pricing isnot being driven by capi-
tal depletion as it was in 2001 and 2005,
when capital depletion resulted in wide-
spread market hardening.

Mangan opined that underwriting disci-
plineisthekey to thishardening market, in
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contrast to hard markets in the past. Heis
not certain that the market hardening is as
widespread as it was in 2001, and to some
extent, 2005.

He explained that the underlying me-
chanicsof the current hardening market are
different. Thistime around, thereis uncer-
tainty relative to COVID-19, and there is
uncertainty about the investment environ-
ment going forward. Supply and demand
issues are not driving the rates up, market
uncertainty is.

Previoudly, there was a capital void; ex-
isting market participants were not deploy-
ing capital. The difference is that, now, the
industry is very well capitalized; to some
extent, there is excess capacity.
Arerateincreases sustainable?

Sehm believestherateincreasesare sus-
tainable for the next two years because of
uncertainty regarding COVID-19, which
“means a lot of fuel for further rate in-
creases.”

Amid the volatility and uncertainty,
Sehm said, highly rated reinsurers have
valueagain.

Wong-Fupuy agreed, saying, “There is
aflight to quality, sothereisvaluein being
highly rated.”

For hispart, Isherwood said, “Itisadif-
ferent environment in many different ways.
Each marketplace is slightly nuanced. ...
We'reonthetail end of many years of mar-
ket softening. That isnot just rates, but also
termsand conditions.” |sherwood believes
there is a “fundamentally different” yield
environment, whichisthelowest it hasever
been. Considering the metrics, he said,
“thereisno chanceto rely on the asset side
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of the balance sheet over thenext few years.

Interest rates effect on pricing

There was general agreement among the
panelists that interest rates have been lower
for longer and probably will continue low.

Sehm said that low interest ratesare only
part of reinsurers’ pricing measure. There
may be reinsurerstrying to mitigate lower
return on equity by investing more aggres-
sively, but Hannover Re is prudent and
sticks to asset and liability management
principles.

In many ways, Isherwood said, the low
yield environment could bethelongest | ast-
ing legacy out of COVID-19. He believes
there is not an easy fix on the asset side
without significant risk or capital issues. As
of 2018, U.S. 10-year yields were close to
3.0 percent and are currently just over 0.5
percent.

I sherwood explained that, on a blended
casualty book when comparing the com-
binedratiotoyield, it turnsout that it takes
atwo percent improvement in the combined
ratio for a one percent increase in the re-
turn on equity.

He mentioned other factors that affect
the momentum for casualty rates, includ-
ing pricing uncertainty, tail volatility and
social inflation. In this environment, casu-
alty needsto be priced likeashort-tail vola-
tile line. “That’s fundamentally different
than in the past.”

From a rating agency perspective,
Mangan said, investment risk consumes
capital. If areinsurer is holding capital to

See REINSURANCE SECTOR Page 24
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Reinsurance sector

support riskier investments, that capital is
not availablefor underwriting without it af -
fecting AM Best's assessment of balance
sheet strength.

Agreeing with Mangan, Wong-Fupuy said
it is not al about rates. Reinsurers need to
keep an eye on limitsand theterms and con-
ditions, which may not have been astight in
previous cycles. He said reinsurers have no
option but to pay attention to underwriting.
Reservereleases affect bottom line

Turning the topic to the consistent de-
cline in the benefit of reserve releases,
Wong-Fupuy said companiesare struggling
to meet their cost of capital, and not being
able to rely on favorable loss reserve de-

Fipﬁ@ ?—’@ usters, Ine;
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velopments just adds to the pressure.

Mangan said that about half of ROE,
going back, is attributable to reserve re-
leases. He pointed out that the “low inter-
est rate environment can trand ateinto lower
cost of capital, but it is not an offset” for
investment returns.

Remarking that reinsurance has been
coming off a softening cycle, 1sherwood
observed that reserving and theyield envi-
ronment are coming together with other fac-
tors, leaving no option but to focus on un-
derwriting.

Asidefrom underwriting and investment,
Mangan said the only “ other lever to pull”
is on the expense side. “Technology has

E
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gone along way to help in that area,” he
said, and it's probably an area on which,
going forward, companies will haveto fo-
cus “in order to help get those combined
ratios to more reasonable levels.”
COVID-19isuninsurable

The panelists agreed that the nature of a
pandemic risk makesit non-insurable. They
see the need for some public-private part-
nership to help economies become more
resistant to such risk.

Mangan is*“ not sure there is the appetite
for the industry to underwrite COVID.” He
and other panelists agree the insurance in-
dustry cannot diversify away pandemicrisk.

The insurance industry can only play a

limited role due to capacity restraints and
the systemic nature of the risk, Sehm ex-
plained, but Isherwood believes thereis a
rolefor theinsuranceindustry to play given
its experience in risk management and
claimsassessment. If government takesthe
bulk of the risk and reinsurance a small
piece, Isherwood said, it could work.
Should a second wave of COVID-19 or
other large catastrophe occur, Sehm said
2020 could well become one of the costli-
estyearsfor theindustry. Still, capacity isvery
strong as the industry entered the pandemic
with strong balance sheets, very strong rat-
ings and regulatory regimes ... which em-
phasi ze risk management and stresstesting.”

FROM PAGE 21

QBE CEO

ever, all employeesmust be held to the same
standards.”

Wilkins continued, “While COVID-19
has created significant chalenges, QBE is
successfully navigating this period of un-
certainty, and the group’s demonstrable fi-
nancial strength positions us well to capi-
talize on accelerating pricing momentum
and emerging organic growth opportuni-
ties.”

COVID-19 losses have already neared
the attachment point of QBE’s aggregate
reinsurance cover, and the company expects
that any businessinterruption claims from
the pandemic will be covered by its rein-
surance, Reinsurance News reported.

QBE posted a $510 million loss for the
first half of 2020, driven by underwriting
impactsfrom COVID-19, large catastrophe
losses and a poor investment performance,
according to Reinsurance News.

Nonetheless, Wilkins said he remains
optimistic about QBE’sfinancial prospects
despite the disruption a change in leader-
shipwill bring.

A financial analyst told The Guardian's
Australia edition that a new CEO would
probably write down QBE’s assets.

“What often happens when anew CEO
isappointed, and particularly in the case of
an external appointment, a very vigorous
approach is taken to provisioning and ex-
pected levels of future profits,” the analyst
said.

The QBE board will put in place addi-
tiond initiativesin the coming weeksto fur-
ther develop an inclusive culture a QBE,
beginning with a board-sponsored and ex-
ternally-supported culturereview and thecre-
ation of an additional avenue for employees
to safely raise concerns and receive support
that will supplement existing channels.
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Damage from Hurricane Laura
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We have great prices for many classes

RESTAURANTS & CONVENIENCE STORES
To Name A Few, And Also

Inland Marine, Auto Physical Damage, Cargo,
Commercial Property, General Liability, Umbrellas and More!!

For quick quotes and great service, give us a call or send a fax!

NorTH CENTRAL AGENCY, INC.
A General Agent With Over 50 Years’ Combined Experience

pia | LSLA
P.O. Box 337 1-800-661-7905
West Monroe, LA 71294 FAX 318-768-3025

COMMERCIAL LINES

Commercial Property (including/excluding wind,
coverage extensions, Equipment
Breakdown, Cyber Liability, Wind buy-back)
General Liability including Contractors
(general, commercial , residential)
Hired/Mon-Owned Auto (incidental, no owned autos)
Commercial Package - Umbrella/Excess
Garage Program (Dealer & Non-Dealer
including Auto) - Inland Marine
Liguor Liability - Industrial Program
Pollution Liability

&

Contact Eva or Leslie
for additional information

2750 Lake Villa Dr, Suite 300
Metairie, LA 70002 Ph(504)834-1666
Submissions: underwritingimercuryundr.com
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RT Binding Authority
Has You Covered.

OUR UNDERWRITERS ARE HERE
TO PROVIDE A SOLUTION TO YOUR
CLIENTS' INSURANCE NEEDS.

KT Hil‘ll:ling -ATLANTA
POy, Box 2600, Roswell CrA HETT
atlantasubmissions @ rispecialty com

Sara Keeler Jason W, Murrey
GTE-YHT-a911 G a-ET 4004
Sara Keeler@rispecialtycom  Jason Murmey @rtspecialty.com

David Nelson Grary Alexander
470-799-1521 678-987-4906
DMelson @ rispecialty.com Cary Alexander@ rispecialty.com
-
BINDING
AUTHORITY

GARAGE PROPERTY & CASUALTY CONTRACTORS HOSPITALITY MPL
MaANLFACTURERS LESSOR'S RISK  PROFESSIONAL  AND MORE

WWW.RTSPECIALTY.COM




SURPLUS LINE REPORTER
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P. O. Box 1089, Gretna, LA 70054-1089
504-371-8260
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SOUTHERN GENERAL
AGENCY, INC.

Serving The Insurance Industry Since 1984

Visit us on the Web
for Online Submissions and Raters
or Contact one of our Underwriters

www.southerngeneral.com

P.O. Box 12480, Alexandria, LA 71315
318-443-8277 « 800-256-8277
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