
   

 

Volume 3, Issue 3 July/August 2011 

President 
William Millen 

Constellation Brands 
 

Vice-President 
Matthew Saxe 

M&T Bank 
 

Treasurer 
Mary Goldenberg 

ESL Federal Credit Union 
 

Secretary 
Jamie Ott 

Diocese of Rochester 
 

Assist Secretary 
Sharon Hogan 

Thomson Linear 
 

 
RIMS Delegate 

Karen Benedetto 
Constellation Brands, 

 
Director 

Chris O’Donnell 
M&T Bank 

 
Director 

Mark Davis 
Constellation Brands 

 
Director 

Kim Parker 
The Raymond Corpora-

tion 

 
 

Newsletter Contents 
 
Message from the President 2 
 
Membership   3 
 
Meeting Notice   4 
 
2011 Golf Outing  5-7 
 
Message to Our Members 8 
 
What’s Going On  9 
 
Insurance News   10-15 
 
About our Organization  16 

Upcoming Events 

Chapter Meetings: 

September 13, 2011 

November 15, 2011 

 

 

 

Articles in this Issue: 
 

Risk Retention Legislation 
Page 10-11 

 
Cyber Risk: Is Data Safe, Anywhere? 

Page 12-13 
 

Legislation to Penalize Domestic Insurers With Offshore 
Affiliations (Neal Bill) 

And the Obama Administration Proposal 
Page 14-15 

Upstate New York RIMS NewsletterUpstate New York RIMS NewsletterUpstate New York RIMS Newsletter   

2011 Chapter Officers 



 2 

Message from the PresidentMessage from the PresidentMessage from the President   

Members: 
 
I hope that everyone is enjoying the Summer, and staying cool. It’s been a warm couple weeks.  
 
On behalf of the Board of Directors and Officers, I would like to thank everyone who participated in this 
year’s RIMS golf outing.  While the weather wasn’t as optimal as in past years, it didn’t dampen anyone’s 
spirits, we had a great turn out and the clouds eventually gave way to the sun to turn the day around.  
Needless to say everyone had a really good time on and off the course.   For more information (and pic-
tures) on this event please see pages 5-7. 
 
Our next Chapter meeting will be held on September 13, 2011 at New York Wine and Culinary Center in 
Canandaigua, NY.  This has become the “go to” meeting for our Chapter over the past few years.  We ex-
pect this year to be no different, so sign up today, spaces are limited. The topic for this month’s meeting is, 
Natural Catastrophe Management Lessons from Recent Hurricanes and Earthquakes, by Global Risk Con-
sultants.  In light of the Japan and Chilean earthquakes, and that we are on a fault, we felt this to be a rele-
vant topic.  In virtually every major respect there is a lesson to learn from catastrophic disasters, address-
ing the shortfalls of catastrophic disaster response is vital.  This presentation will increase the understand-
ing and help develop methods and capabilities to ensure recovery preparedness.  The more attention given 
to disaster preparedness before disaster strikes the more efficiently resources can be applied to ensure 
resilience and rapid recovery after a disaster.  In addition to the presentation we will have a wine tasting 
followed by a culinary demonstration and lunch with wine pairing.  The event flyer and registration infor-
mation are provided on page 4. 
 
Please Note: When you register for an upcoming meeting your registration confirms that you will be stay-
ing for lunch. If you are unable to stay for lunch please send an email to Jamie Ott, jott@dor.org. The Chap-
ter submits the number of attendees and lunches to the New York Wine & Culinary Center the week prior 
to our meeting so that they can plan and prepare the room and food for lunch. Please help save your chap-
ter money and let us know if you will not be joining us for lunch. 
 
Thank you, 
William Millen 
Chapter President 2011 

 
Position Title: 

Assistant Director, Risk Manager and Insurance 
 
Please visit http://www.hr.cornell.edu/jobs/
positions.html and search on posting 15376  for 
additional details and to apply. 
 
The job description has also been posted on our 
Chapter’s Website at: 
http://upstatenewyork.rims.org 

Job Posting 
Cornell University 

http://www.hr.cornell.edu/jobs/positions.html
http://www.hr.cornell.edu/jobs/positions.html
http://upstatenewyork.rims.org


 3 

 

MembershipMembershipMembership   

 

The Upstate New York Chapter would like to welcome our New Members! 
 

Kyle Guestin—Utica College (Student Member) 
Joanna Makomaski—Health Now New York Inc. (Corporate Member) 

Danielle Mancuso—Lewis Tree Service Inc. (Corporate Member) 
Michael Mannella—Health Now New York Inc. (Corporate Member) 

Michael Slowikowski—Utica College (Student Member) 
Steve Zappia—Utica College (Student Member) 

 
 

2011 RIMS Membership Dues* 

Corporate (inc. two deputies) $525 

Additional Deputies $170 

Associate (individual membership) $525 

Educational $110 

Retired $110 

Affiliate Member $0 

Student Member $0 

*Plus local Chapter dues 

RIMS membership is open to all professionals with risk responsibilities, and provides practical learning, 
resources and connections for individuals at every point in their career.  The many valuable benefits far 
exceed the cost of membership including cutting-edge industry news from Risk Management magazine 
and RisKWire™ daily news service, timely professional development presentations addressing the most 
pertinent topics and the broadest range of networking opportunities available in the industry.  
-Membership page from rims.org. Retrieved January 26, 2011, from  http://www.rims.org/MEMBERSHIP/
pages/aboutmembership.aspx 
 
 
 

2011 Chapter Membership Dues 

Corporate (inc. two deputies) $50 

Additional Deputies $50 

Associate (individual membership) $120 

Educational $50 

Retired $50 

Affiliate Member $0 

Student Member $0 

Members receive substantial discounts on conference 
registrations, educational workshops, training materials, 

industry publications and much more. 
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Meeting NoticeMeeting NoticeMeeting Notice   

The Upstate New York Chapter of RIMS Chapter MeetingThe Upstate New York Chapter of RIMS Chapter Meeting  
September 13, 2011September 13, 2011  

 

 

 

 
New York Wine & Culinary Center 

800 South Main Street 
Canandaigua, NY 14424 

(585) 394-7070 

Agenda: 8:30 Coffee -- 9:00 Meeting -- 10:00 Presentation -- 11:45 Wine Tasting followed by  
  Culinary demonstration/lunch with wine pairing 
 
Cost:             Active Members—covered by Chapter 
  Non-Members & Guests—$30 (check, cash or money order accepted) 
 
RSVP:             RIMS Members register on-line at:  http://upstatenewyork.rims.org 
  Click on “Meetings”,  
  Select “September”, 
  Select “Upstate NY Meeting” on September 13 
  Non-member or Guest registration, you must click on “Not a registered user?   
  Register Now.”  This will allow you to register using the system.   

Please Register on-line and reserve your seat now! 

Natural Catastrophe Management Lessons from  

Recent Hurricanes and Earthquakes 

(presented by: Global Risk Consultants) 

 

First hand lessons learned from recent disasters that caused significant property and business in-
terruption loss to business and industries, including earthquakes in Italy, Japan, China, Mex-
ico, and Chile, and hurricanes along the Gulf Coast of the United States. In addition, a proac-
tive approach to catastrophe risk management, related successes and failures, and natural 

hazards software applications and limitations will be discussed. 

Your online registration confirms that you will be staying for lunch. If you do not plan to stay for lunch 
please send our secretary, Jamie Ott, an email at: jott@dor.org 

 
Please help save your chapter money and let us know if you will not be joining us for lunch.  

Space is limited 

Reserve your spot today! 

http://upstatenewyork.rims.org/RIMS/UpstateNewYork/Home/FutureChapterMeetings/May212009/Default.aspx
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2011 Annual Chapter Golf Outing2011 Annual Chapter Golf Outing2011 Annual Chapter Golf Outing   

The Upstate New York RIMS Chapter’s Board of Direc-
tors and Officers would like to thank everyone who 
joined us on June 14, 2011. Minus a little rain in the 
morning and the cool temperatures, the event was a 

great success.  
 

The annual golf outing is a great opportunity for net-
working with peers in the risk and insurance industry. 

This year we had over 110 people join us. 
 

For further details on the day’s events, please visit:  
http://upstatenewyork.rims.org 

 
 

2011 Highlights 
 

Team (foursome) Scramble 
Great Prizes 

Network with your Peers 
Sponsorship Opportunities 

Putting Contest 
Silent Auction for Charity 

Silent Auction 
 

Thanks to all of you that con-
tributed to the Silent Auction 
this year. With your contribu-
tions the chapter was able to 

$1,152.50 to both Ronald 
McDonald House Charities of 
Rochester and Four-Legged 

Friends Animal Adoption, Inc. 

 
 
 
 
 

“Thank you for your Support” 
 
 

http://upstatenewyork.rims.org
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2011 Annual Chapter Golf Outing2011 Annual Chapter Golf Outing2011 Annual Chapter Golf Outing   

This year’s golf results 

1st Place 
Joe Ablan 

Shane Hewitson 
Greg Rabb 
Meg Lucas 

 
2nd Place - Aon 
Mike Giardion 
Steven Pieper 
Marlen Kaplan 

Chris Gates 
 

3rd Place - Travelers 
Richard Goldstein 

David Adams 
Paul Nunes 

Margaret Somerset 

Closest to the Pin 
Men - Shane Hewitson (14’) 

Women - Stacey McLaughlin (8’ 6”) 
 

Longest Drive 
Men - Darin Brady 

Women - Karen Whalen 
 

Most Accurate Drive 
Men - Paul Feuerbach 

Women - Daniel Mancuso 
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2011 Annual Chapter Golf Outing2011 Annual Chapter Golf Outing2011 Annual Chapter Golf Outing   

 
Sponsor’s Page 

 
 

Gold Sponsorship: 
FM Global (x2) 
Travelers 
Aon Risk Solutions 
Dempsey Partners 
 
Silver Sponsorship: 
CS STARS 
 
Bronze Sponsorship: 
Coventry Workers’ Comp Services 
Burden, Guilisano, & Hickey, LLC 
Adjusters International 
 
Miscellaneous Sponsorships: 
Servpro of S.E. Monroe County - Putting Contest 
Zurich - Longest Drive (men & women) & Green’s 
CorVel Corporation - Closest to the Pin (women) 
Rising Medical Solutions - Tee’s 
Vangent, Inc - Risk & Talent Mgmt. - Tee’s 
Russell Bond & Co., Inc. - Tee’s 
 
Silent Auction Donations: 
Constellation Brands, Inc. 
Aldrich and Cox, Inc. 
Jim Ward 
Jorge Weiss/Rose & Kiernan 
Stomping Grounds/Marsh CS STARS 
Coventry Workers’ Comp Services 
Eileen Buholtz 
Marsh USA Inc. 
FM Global 
Richard Goldstein 

 

“THANK YOU FOR YOUR SUPPORT” 
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Message to our MembersMessage to our MembersMessage to our Members   

 BE THE VOICE OF YOUR LOCAL RIMS 
 
Strategize and plan for the future of RIMS by volunteering 
for a standing committee. 
 
Committees represent, involve and serve RIMS members 
as well as provide an important training ground for future 
leaders. If you have a desire to transform your ideas into 
action, hone your leadership skills and expand your pro-
fessional network, RIMS offers you a wealth of opportu-
nity! 
 
This is your chance to have your voice heard and keep 
RIMS at the forefront of our field through your expertise. 
The local RIMS has openings on most of its standing com-
mittees for the 2011 term. 
 
 

Award or  
Completion of Program 

 

If you or someone you know  is a mem-
ber of our chapter and has received an 
award or completed a certificate or de-
gree program in the risk and insurance 
field, please let us know. We would like 
to publish the accomplishment in an up-

coming chapter newsletter.  

Our chapter is founded on the importance of 
meetings and the programming we bring to 
our members. In 2009, the chapter’s Board of 
Directors voted unanimously on the creation 
of a Program Committee. Of the many re-
sponsibilities of this new committee, the 
committee volunteers will work to bring our 
members valuable presentation topics at our 
chapter meetings.  
 
We would like to hear from our members on 
which topics you would like presented at our  
future meetings or ideas that you have to 
better our meetings. Please contact one of 
your chapter officers with a topic of interest 
or idea. 

2011 Chapter Meeting Topics 

 

 

The Upstate Chapter is now on: 
 

 
 

We are listed under: 
Upstate New York Chapter of RIMS 

 

Volunteer and Support 
Upstate New York RIMS Chapter 

The Chapter is looking for people to volunteer to 
lead our Newsletter and Website Committees. 
We are looking for volunteers to help out on 
these committees as well.  
 
If you are interested, please contact Bill Millen 
at: bill.millen@cbrands.com 

http://images.google.com/imgres?imgurl=http://www.aaba-bay.com/uploads/aaba/LinkedIn%2520logo.jpg&imgrefurl=http://www.aaba-bay.com/aaba/showpage.asp%3Fcode%3Dmembership&usg=__Q6TsrlpXqfFHp47SM2QyOLTXk_E=&h=191&w=624&sz=19&hl=en&start=83&um=1&tbnid=51VVn
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What’s Going OnWhat’s Going OnWhat’s Going On   

 

 

 

Join insurance industry professionals and their counsel for an interactive day exploring topics which con-
front insurance professionals daily. New York's most respected attorneys will provide insights and up-
dates on the law affecting the evaluation of claims, legal procedures, bad faith law in New York and the 
challenges of settling a civil lawsuit.  This year's program will also address premises liability and auto li-
ability and coverage issues. The program will also feature a segment on handling a case from the per-
spective of a judge or mediator. Panelists will cover situations you encounter in your daily practice. Regis-
ter today and guarantee your seat at the program. A program coursebook will be distributed to all atten-
dees the morning of the program. 
 
Special rates available for CPCU Society and RIMS members. Group rates also available. 
 
The program will be held in the following venues: 
 
Friday, September 23, 2011 - Albany, Syracuse 
Wednesday, September 28, 2011 - Buffalo 
Thursday, October 6, 2011 - Long Island 
Wednesday, October 12, 2011 - New York City 

For additional information, please feel free to contact Lisa Berrittella at LBerrittella@trevettlaw.com or 
585-454-2181 ext.146. 
 
The Upstate New York RIMS Chapter is proud to Co-Sponsor again this year. 

2011 Law School for Claims Professionals 

RIMS to Begin Risk Management Standards Development 

As the world’s preeminent organization dedicated to advancing the practice of risk management RIMS 
announced on July 18, 2011 that they have been approved as an accredited standards development or-
ganization by the American National Standards Institution (ANSI) Executive Standards Council.  This 
status will increase RIMS’ profile in the standards and practices arena by enabling it to take a lead role in 
shaping and developing risk management standards. 
 
“Developing and distributing standards is vital to ensuring consistently high levels of practice in organiza-
tions worldwide and has been top of mind for RIMS’ since we formed our Standards and Practices’ Com-
mittee in 2009”, says Lori Seidenberg, RIMS Board Member and Vice President, Enterprise Risk Manage-
ment, Centerline Capital Group.  “This approval, in conjunction with the efforts of our membership, will 
undoubtedly serve to foster a culture of risk management across sectors.” 
 
RIMS will begin developing standards in risk management in 2012. 

mailto:LBerrittella@trevettlaw.com
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Insurance NewsInsurance NewsInsurance News   

Risk Retention Legislation 

 

The Liability Risk Retention Act Modernization - H.R. 4802 

By 

Michael Griggs—Aon Risk Solutions, Inc. 

 

RIMS POSITION: 

 

RIMS fully supports efforts to modernize the Liability Risk Retention Act, such as the Risk Retention Modernization Act of 

2010, H.R. 4802, introduced in the 111th (last) Congress by Congressman Dennis Moore (R-KS), Congressman John Campbell (R

-CA), and Congresswoman Suzanne Kosmas (D-FL).  Congressman Campbell (R-CA) plans to reintroduce the legislation in the 

House of Representatives shortly, and Senator Jon Tester (D-MT) plans to introduce similar legislation in the Senate.   Passage 

of legislation such as H. R. 4802 will allow Risk Retention Groups (RRGs) and Risk Purchasing Groups (RPGs) to increase insur-

ance coverage options to include commercial property.  Currently, risk retention groups may provide general liability cover-

age, except for workers compensation, to business entities.  

 

BACKGROUND: 

 

The 1981 passage of the Product Liability Risk Retention Act authorized a group of similar businesses with similar risk expo-

sures to form risk retention groups (RRGs) to self-insure those risks on a group basis and created risk purchasing groups 

(RPGs) to allow insurers to market product liability insurance on a group basis.  The Act limited the states' control over insur-

ance as respects product liability.  A risk retention or purchasing group could be domiciled in one state, where it would be 

regulated, but it would be authorized to operate in all other states, exempt from most state insurance regulation and guar-

anty funds. 

 

The 1986 amendments to the Act increased the coverage to include all types of commercial liability coverage, except workers 

compensation, while also providing that RRGs and RPGs would be regulated primarily by their domiciliary states, with only 

limited regulatory oversight by non-domiciliary states in which the groups operate.  RIMS also strongly supported the passage 

of the 1986 amendment to the Liability Risk Retention Act of 1981 (LRRA), which is now the Act in its present form. 

 

Legislation such as H.R. 4802 addresses a critical need in commercial insurance.  It would expand the Liability Risk Retention 

Act (LRRA) to allow RRGs to write property coverage in addition to liability policies.  The bill establishes financial responsibility 

and corporate governance standards for risk retention groups to address recommendations in a Government Accountability 

Office (GAO) 2005 study of the RRG industry. The GAO study found that RRGs are a beneficial form of commercial insurance, 

but need to improve their corporate governance and financial accountability.  The proposed finance and corporate govern-

ance standards are based on standards adopted by the NAIC for RRGs.  A dispute resolution process is also established which 

would permit RRGs to petition the Secretary of the Treasury to determine whether the regulation of a RRG by a non-

domiciliary state is preempted by the LRRA.   

 

The corporate governance standards cover independent directors, conflicts of interest, service contracts, and prior approval 

of material service provider contracts. They also require a written charter imposing numerous responsibilities on the board of 

directors.  RRGs would be required to establish an audit committee which has specific assigned responsibilities for the RRG. 

The standards require the RRG to establish a process by which the directors are elected by the insured owners. 

 

The National Association of Insurance Commissioners’ (NAIC) accreditation program requires states that 

charter RRGs to adopt requirements for examination authority, audits by certified public accountants, 

accounting practices and procedures, filings with the NAIC, valuation of investments, safety and liquidity 
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of investments, and other financial requirements.  The financial requirements are based upon the NAIC’s 

standards for state accreditation. 

 

The LRRA prohibits RRGs from participating in state insurance insolvency guaranty associations.  The legis-

lation to be introduced will continue the general prohibition.    

  

Some provisions of the bill will need further consideration as it proceeds through the legislative process.  

For example, the definition of “commercial property insurance” may need to be clarified to specify what 

coverages are included.  The corporate governance standards and financial requirements, though very 

important, could be more precise while providing continued flexibility to domiciliary states.  Most of the 

provisions would become effective 18 months after the date of enactment. 

 

ARGUMENTS IN SUPPORT OF MODERNIZING THE LRRA: 

 

The expansion of the LRRA to authorize RRGs to offer property coverage addresses a critical need in com-

mercial insurance for business entities.  Expanding the LRRA to include property would help to stabilize 

prices and increase coverage availability in the commercial property insurance marketplace.  Many li-

ability risks are related to property owned by business entities and non-profit organizations.  Being able to 

write both liability and property coverages would allow RRGs to provide better and more efficient services 

to their insureds.  It will also enable businesses to obtain coverages that otherwise might not be available 

or affordable in the regular insurance marketplace. 

 

Providing a dispute resolution process will make it economically feasible for RRGs to contest regulatory 

requirements imposed by non-domiciliary states which exceed their authority under the LRRA.  An admin-

istrative dispute resolution process should be substantially less costly than litigating those issues in court. 

 

RIMS SEEKS: 

 

Congress:  Support for legislation to authorize property coverage and to establish a dispute resolution 

process for RRGs. 

 

House:  Co-sponsors and support for Congressman Campbell’s proposed bill. The staff contact for Rep. 

Campbell is Geoffrey Okamoto. 

 

Senate:  Co-sponsors and support for Senator Tester’s proposed bill. .  The staff contact for Senator Tester is 

Alison O’Donnell. 
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May 2011 

U.S. FINPRO Practice 

FINPRO Focus 

Cyber Risk: Is Data Safe, Anywhere? 
With hackers gaining access to millions of records in recent months, consumer advo-

cate groups, as well as state and federal regulators, are becoming increasingly sensi-

tive to data breaches. This is especially true for those entrusted with protecting per-

sonal health information (PHI), credit card numbers, or personally identifiable informa-

tion (PII).  

In some instances, the same organizations consumers purchase products or services from are indeed the 

focus of those who wish to capitalize on their data, use it or sell it on the open market. Often, the time and 

energy spent on exploiting software, web services, and/or firewalls is equal to the time and energy com-

panies expended in creating the products/services in the first place. Once created, tested and verified, 

these exploits are often shared and duplicated to subscribers of hacking websites touting their knowledge 

of the newest vulnerabilities. The challenge for unsuspecting organizations—organizations that do not be-

lieve “they” could be a target of such an elaborate investment of time—is that the ground work has al-

ready been laid to infiltrate their systems. The hack then becomes a simple process of pinging IP ad-

dresses, known as “knocking on an organizations’ technology door” and testing systems to gauge what 

software, web services or firewalls answer. Once this information is gathered, the exploit is easily run 

against any organization, of any size, and in any industry. 

Much of the organizational exposure faced by businesses in today’s world is what has been collected in 

their own technology libraries. Equally alarming, can be alternative causes of loss such as the extent of 

what is lost in paper form, negligent acts of employees, and even malicious acts by trusted insiders looking 

to cause harm or capitalize on the value of data to which they have been given access. 

Every organization, whether public or private, for profit or not-for-profit, collects and maintains information 

on current and former employees, consumers, or investors, oftentimes in multiple formats and in multiple 

locations. Moreover, in many cases, this same information is shared with multiple third party contractors for 

review or dissemination. Some of these partners provide essential services to organizations, such as human 

resources, payroll, retirement benefits, marketing, and health care, including processing COBRA benefits.  

An organization’s “data breach universe” is defined by every individual whose information has been col-

lected and every organization that data has been shared with or accessed by. Therefore, business’ risk of 

a data breach is limitless, and the consequences far reaching. 

Leadership, Knowledge, Solutions... Worldwide.  

Marsh assists companies in evaluating their privacy and computer security risks through coverage gap 

analyses and robust, scalable risk assessments. In addition, working with its legal and information security 

experts, Marsh provides clients with access to dedicated regulatory compliance, computer forensics, 

identity theft prevention, response, and remediation experts.  

Working with major insurance carriers worldwide, Marsh secures cyber and privacy insurance programs 

designed to provide coverage tailored to a company’s unique exposures. Coverage is available for re-

sponding to legal liability and defense expenses for privacy breaches, as well as lost revenue and extra 

expense resulting from a failure of technology. In light of the increasing number of state and federal pri-

vacy regulations—in addition to global legislation—companies face a greater need for coverage that 

goes beyond the proverbial computer hack. For example, cyber insurance policies can be designed to 
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respond to cases of “dumpster diving” and employees’ theft of confidential information. Additionally, 

these products can include legal support; third party forensic investigators; public relations and communi-

cation support; indemnification for settlements and claims expenses; and costs associated with complying 

with the breach notification laws and defense of regulatory actions. 

 

For information about available cyber and security protection solutions, including available insurance 

products, please contact your local Marsh representative or one of our dedicated cyber and privacy ex-

perts: 

Bob Parisi(212) 345-5924 Robert.Parisi@marsh.com  

Rennie Muzii(503) 248-6452 Rennie.Muzii@marsh.com  

Jim Leonard (615) 340-2467 Jim.Leonard@marsh.com 

 

This information is not intended to be taken as advice regarding any individual situation or as legal, tax, or accounting advice and 

should not be relied upon as such. Statements concerning tax, accounting and/or legal matters are general observations based solely 

on our experience as insurance brokers and risk consultants and should not be relied on as legal, tax or accounting advice. You should 

contact your legal, accounting, tax and other advisors regarding specific risk coverage and other issues. The information contained in 

this publication is based on sources we believe reliable but we make no representation or warranty as to its accuracy. All insurance 

coverage is subject to the terms, conditions, and exclusions of the applicable individual policies. Marsh cannot provide any assurance 

that insurance can be obtained for any particular client or for any particular risk. Marsh makes no representations or warranties, ex-

pressed or implied, concerning the application of policy wordings or of the financial condition or solvency of insurers or re-insurers. 

This document or any portion of the information it contains may not be copied or reproduced in any form without the permission of 

Marsh Inc., except that clients of any of MarshMcLennan Companies need not obtain such permission when using this report for their 

internal purposes so long as this page is included with all such copies or reproductions. Marsh is part of the family of Marsh & McLennan 

Companies, including Guy Carpenter, Mercer, and the Oliver Wyman Group (including Lippincott and NERA Economic Consulting). 

Copyright © 2011 Marsh Inc. All rights reserved.  www.marsh.com Compliance No.: MA11-10788 May 2011 

 
For more information on this topic, contact Michael Swan, MD 

Marsh  

Syracuse, NY 

michael.swan@marsh.com 

315-425-3945 

mailto:michael.swan@marsh.com
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Legislation to Penalize Domestic Insurers With Offshore Affiliates (Neal bill) 

And the Obama Administration Proposal 

By 

Michael Griggs—Aon Risk Solutions, Inc. 

 

RIMS POSITION: 

 

RIMS longstanding policy opposes efforts to penalize domestic insurers with foreign affiliates by imposing 

limits on the tax deductibility of reinsurance premiums ceded by domestic insurers to their affiliates.  In pre-

vious congresses, Rep. Richard Neal (D-MA) has spearheaded these efforts on behalf of a few domestic 

insurance companies.  Last Congress (the 111th Congress), Rep. Neal introduced H.R. 3424, which would 

impose a penalty and tax on reinsurance that a foreign-owned U.S. insurance firm buys from an offshore 

affiliate.  Earlier this year, the Obama Administration, as part of its 2012 fiscal year budget, proposed a 

similar onerous tax.  Currently, there is no actual legislative proposal from the Obama Administration pro-

posal nor has Rep. Neal reintroduced legislation (It is expected that he will shortly).  (A few years ago, Sen-

ate Finance Committee Chair Max Baucus (D-MT) circulated a draft similar to Rep. Neal’s bill, but it was 

never formally introduced.)   RIMS is on record in opposition to all these initiatives.  RIMS is a member of the 

Coalition For Competitive Insurance Rates (CCIR), which opposes this legislation and the Administration’s 

proposal.      

 

BACKGROUND: 

 

Currently, the United States tax code permits domestic insurers to manage their risk, without any penalty, 

by employing the practice of ceding reinsurance to their foreign affiliates.  The current system fosters a 

healthy and competitive market for reinsurance while at the same time assuring more available and af-

fordable property and casualty insurance.  This practice is widely utilized by the industry generally and the 

property/casualty industry specifically, and considered an efficient mechanism to risk-pool and diversify 

exposure.  An insurer can reduce the volatility of its losses by ceding its exposure to particular risks.  A rein-

surer can bear these risks more efficiently because it assumes them from a variety of sources and many of 

the risks (e.g., hurricanes in Florida and earthquakes in Japan) are uncorrelated.  The global commercial 

insurance market, and both individual, and commercial consumers, are beneficiaries of this practice as 

reinsurance allows an insurer to support more insurance, or provide a higher limit of protection, than its 

capital assets would otherwise allow.  This makes insurance more available and affordable for consumers 

generally. 

  

For several years, Rep. Richard Neal (D-MA) has championed efforts to curtail the activities related to the 

cession of reinsurance by domestic carriers to their offshore affiliates for the ostensible reasons of protect-

ing domestic industry which characterizes the practice of utilizing offshore affiliates for reinsurance as “tax 

avoidance”.  However, domestic insures or subsidiaries of foreign affiliates are subject to the same income 

tax laws as their Unites States based competitors.  When a domestic subsidiary cedes premium and risk to 

a foreign affiliate, it receives a ceding commission that reflects compensation for all components of in-

come from a ceded insurance, including investment income and that ceding commission is subject to 

United States tax. 

 

Notwithstanding RIMS and numerous other groups’ opposition, Rep. Neal plans to reintroduce his legisla-

tion in this Congress.  As anticipated, that bill would disallow the tax deduction for reinsurance premiums 

paid to foreign affiliates that exceed the industry average for each line of property and casualty insur-

ance business.    While the Neal legislation enjoys little support as a matter of public policy, the U.S. Con-

gress’ Joint Committee on Taxation has “scored” the previous legislation and indicates that it would raise 

nearly $17 billion over a ten-year time period.  Joint Tax Committee staff estimates suggest that the Ad-

ministration’s proposal would raise about $11 billion over a ten-year period.  In Congress’ continuous 

search for revenue offsets, a Neal bill appeals to those searching for revenue to pay for another policy 

objective.   
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ARGUMENTS IN OPPOSITION TO TAX PENALTY FOR REINSURANCE: 

 

In an economic impact study published in 2009, and updated in 2010, The Brattle Group issued its  report 

prepared on behalf of the Coalition for Competitive Insurance Rates (RIMS is a member). The report is en-

titled “The Impact on the U.S. Insurance Market of a Tax on Offshore Affiliate Reinsurance:  An Economic 

Analysis”. The Brattle Group’s economic team includes Dr. David Cummins of the Wharton School and 

Temple University. According to the report, legislative initiatives such as  H.R. 3424 (and H.R. 6969 before it) 

would all but eliminate offshore affiliate reinsurance.  Reinsurance is an important resource used by busi-

nesses and insurance companies to manage and finance risk.  Under the current system and practice, 

when companies cede reinsurance, it frees up more capital to potentially provide even more insurance 

to domestic consumers. 

 

As the voice for risk managers, and commercial insurance consumers, RIMS opposes any proposal or legis-

lation that would result in negative implications for the global reinsurance market place and the United 

States businesses that rely on this market.  Should affiliate foreign reinsurers curtail their business, this could 

radically disrupt the market place and result in less available and affordable insurance, and limit capital 

available for domestic insurance companies.   

Foreign reinsurers with domestic subsidiaries fill a need in the United States and global insurance markets 

and are critical to their continued health and vitality.  Over the decades, with the series of natural catas-

trophic events and the terrorist attack on 9/11, these entities have stepped in to fill the void when domes-

tic insurers either discontinued or severely curtailed coverage or increased rates whenever there was an 

event which could exceed their capacity.  If enacted into law, the inevitable consequences of H.R. 3424 

or similar proposals, would have a “chilling effect” on these foreign entities and their willingness to serve as 

a “safety valve” for coverages in urban areas and areas prone to natural disasters.  

 

According to the Brattle Report, the elimination of the risk management benefits of affiliated reinsurance 

will lead to a 20% reduction in the overall supply of reinsurance (affiliated and unaffiliated) available to 

the US market.  This will lead to consumer price increases of between $10 and $12 billion annually.  The 

impact of the average price increases will fall disproportionately on states with large diverse economies 

and those most exposed to large catastrophic risk.  National average increases understate likely insur-

ance price increases for those particular states.   

 

RIMS SEEKS:  

Oppose any efforts in the United States House of Representatives and Senate to introduce or advance 

legislation similar to Rep. Neal’s legislation or the Obama Administration’s proposal.    
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Risk and Insurance Management Society, IncRisk and Insurance Management Society, Inc  
 

About the Risk and Insurance Management Society, Inc.  
 
As the world’s preeminent organization dedicated to advancing the practice of risk management, the Risk 
and Insurance Management Society, Inc. (RIMS) is a not-for-profit organization serving more than 3,500 
industrial, service, nonprofit, charitable and government entities globally. Founded in 1950, RIMS focuses 
its efforts on bringing networking, professional development and education opportunities to its member-
ship of nearly 10,000 risk management professionals. RIMS publishes Risk Management magazine, deliv-
ered monthly to 17,000 readers, and hosts an annual conference that boasts more than 400 exhibitors and 
attracts more than 10,000 attendees. For more information on RIMS, visits www.RIMS.org. 
 
The Risk and Insurance Management Society works to advance the practice of risk management by pro-
viding members with:  
 

The most up-to-date industry information via publications and newsletters.  
 

Continuous professional development workshops, courses, webinars and other educational offerings 
designed to fit the needs of risk professionals of all levels, industries and backgrounds. 

 
Multiple networking opportunities at conferences, chapter meetings, workshops and through E-
Groups. 

Upstate New York RIMS ChapterUpstate New York RIMS Chapter  
 

The Upstate New York Chapter was founded in 1954, celebrating 55 years in 2009! 
 
Currently has over 60 member companies and is made up of 102 active Deputy, Affiliate and Associate 
Members. 
 
The Upstate New York Chapter meets 5 times a year and has an annual golf event that provides proceeds 
for charities, including the non-profit Spencer Educational Foundation and Community Foundation of 
Greater Buffalo. 

We’re on the Web! 

See us at: 

http://upstatenewyork.rims.org 

This newsletter is for you.  This newsletter is for you.    
Simply suggest a topic, write an article, or make your suggestion and send to Bill Millen @ 

bill.millen@cbrands.com 

http://www.rims.org/
http://chapters.rims.org/Sites/UpstateNewYork
mailto:bill.millen@cbrands.com?subject=Newsletter%20Comments

