
Chairman’s Message
by Carl R. Sadler, CPCU, ASLI

Carl R. Sadler, CPCU, ASLI, is 
president of Transportation Insurance 
Consultants, LLC, where he offers 
consulting, expert witness, and 
training services mostly involving truck 
and commercial auto insurance. 

During his forty-one year insurance 
career, Sadler has been an 
underwriting officer at four separate 
property-casualty insurance groups, 
and he also has extensive experience 
in the fields of truck/commercial auto 
insurance general agency and surplus 
lines. Sadler was a founder of the 
ESSL Interest Group and has been its 
chairman since 2011. He also served 
as chairman from 1986 to 1989. 
Sadler is a member of both the Valley 
Forge and Central Virginia chapters. 
He is also a member of the Trucking 
Industry Defense Association. He can 
be reached at (434) 207-3555 or 
csadler@TIC-LLC.com.

Excess/Surplus/Specialty Lines 
Interest Group
The Specialist

Your Excess/Surplus/Specialty Lines (ESSL) 
Interest Group Committee continues to make 
progress toward achieving our long-term 
goals. In the last quarter, we recruited two new 
committee members, published two issues of 
The Specialist, prepared two Annual Meeting 
sessions, and tested a surplus lines presentation 
that can be cohosted with chapters. 

New Committee Members
Karen Davis, CPCU, CIC, CPIW, ASLI, and Anna 
Tiry, CPCU, AU, AIS, AINS, have both been 
appointed for three-year terms to the ESSL 
Interest Group Committee.

Karen is vice president of Marketing for 
Scottsdale Insurance Company. She earned 
the CPCU designation in 1996. Anna is a 
specialty lines underwriter at Secura Insurance 
Companies in Madison, Wisc. She is a 2013 
new designee and is the 2012-13 secretary 
of the Dairyland Chapter. We welcome Karen 
and Anna to our committee. Lou Nunez was 
primarily responsible for their recruitment.

The Specialist
This issue of The Specialist includes an article 
describing the operations of four prominent 

trade associations that respond to the needs 
of people working in the E&S and specialty 
markets. The information in this article provided 
by American Association of Managing General 
Agents, National Association of Professional 
Surplus Lines Offices, Professional Liability 
Underwriting Society, and Target Markets 
Program Administrators Association will inform 
you of relevant networking and educational 
opportunities. 

The issue also contains articles by the American 
Association of Insurance Services (AAIS) and 
Insurance Services Office, Inc. (ISO) describing 
their specialty programs. As you will see, these 
advisory organizations offer a wide range 
of forms, endorsements, and manuals for 
underwriting specialty coverages. 

Other articles in this issue highlight an ESSL 
2013 Annual Meeting session; the successful 
testing of “The Surplus Lines Marketplace 
from A to Z,” an ESSL presentation that can 
be cohosted by any CPCU chapter; and an 
explanation, for non-IT professionals, of a 
sophisticated IT tool, a product configurator, that 
can be beneficial to E&S and specialty insurers’ 
product development and distribution. 
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2013 New Orleans Annual 
Meeting Sessions (October 26-
29, 2013)
The ESSL Interest Group is hosting these two 
sessions in New Orleans:

•	 	“Hello	Auto	Dealers,	Goodbye	Garage!”	
This session will be presented by Tom 
Kussurelis, chief underwriting officer of 
CorePointe Insurance Company (an auto 
dealer specialist); Arthur Flitner, senior 
director of Knowledge Resources at The 
Institutes; and me. This topic is timely, 
because ISO is introducing the Auto 
Dealers Coverage Form and withdrawing 
support for the Garage Coverage Form on 
October 1, 2013, in most states.

•	 	“Program	Business—Critical	Success	
Factors” This session will be presented 
by, among others, Maureen Brown and 

Rajesh Narayan of the ESSL Committee. 
This issue of The Specialist has additional 
details about this session.

ESSL is also cohosting these sessions with 
other interest groups: “Hydrofracking Risks 
and Rewards” and “Powering a Cleaner World 
in the 21st Century.”

We hope to see you at these and other events 
in	New	Orleans!

Circle of Excellence—A Joint 
Effort
Last year, ESSL was awarded the coveted 
Platinum Circle of Excellence status, which 
reflects how active our interest group 
members are in promoting CPCU, creating 
and delivering programs or services to CPCU 
members, and increasing the number of 

CPCU members engaged in interest groups. 
To keep our Platinum designation, we need to 
demonstrate the same level of commitment 
and involvement during 2013. 

You can help by keeping a record of your 
activities (such as conducting seminars, 
webinars, or workshops or participating in 
other educational or outreach efforts) that 
help further these strategic goals of the 
Society. If you have an activity to report 
or want to find out if an activity qualifies, 
please email Jeanette Bourey McDonough at 
jmcdonough@markelcorp.com. 

Conclusion
We are making great progress in rebuilding 

ESSL.	Please	volunteer	to	work	with	us! 

Product Configurators: An IT Tool for E&S and Specialty Insurers
by Rajesh Narayan, CPCU, CIOP, PMP

Rajesh Narayan, CPCU, CIOP, PMP, is general 
manager and head of P&C insurance at 
ValueMomentum Inc., a leading provider 
of rating, product configuration, and 
underwriting solutions and technology 
services. Narayan has more than ten years of 
property-casualty industry experience, leading 
large enterprise portal, rating, underwriting, 
business intelligence, and document 
automation initiatives. He is focused on 
aligning ValueMomentum’s software and 
service offerings to meet the needs of the 
various property-casualty segments by 
working closely with product, practice, 
marketing, and client services teams. Narayan 
has been active in many industry committees 
and organizations over the years, such as 
AAMGA, ACORD, and the CPCU Society.

Excess and surplus (E&S) and specialty 
insurers have long used product innovation 
as a key competitive advantage. Specialized 
knowledge of niche areas allows them to 
introduce new programs and products. Longer 
soft-market cycles have led to sustained 
pressure on E&S and specialty insurers to be 
more innovative in both their products and 
distribution methods. To innovate on this scale, 
market leaders are employing specialized 
technology that assists in developing products, 
assessing and pricing risk, and distributing 
across multiple channels, all aligned with the 
insurer’s risk appetite.

A key technology that enables collaborative 
creation of new products, while also enabling 
easy integration with multiple systems 
involved in distribution, is a class of systems 
called product configurators. This technology 
allows carriers of all sizes to be nimble and 
flexible in their response to market conditions. 
This is of key value to E&S and specialty 
insurers that must react rapidly to feedback 
on products and ensure that the product mix 
is in line with market demand. 

Multiple systems, organizational silos, 
and inefficient processes can increase the 
costs, and lower the quality, of product 

development. Many insurers also suffer 
because of complicated underwriting and 
operations processes that prevent them from 
effectively managing their product portfolios. 
For insurers looking to expand their products 
and invigorate their existing portfolios, these 
issues restrict their ability to react to market 
changes and satisfy demand.

Product configurators can address these 
issues in the product development and 
delivery processes and improve innovation 
and fulfillment processes across the 
insurance enterprise. These tools can make 
business processes and technology solutions 
more efficient and better align them with the 
enterprise’s business objectives.

Market-leading product configurators are 
designed with the product development team 
in mind. They provide business users with 
the ability to control and configure products 
and packages for different distribution needs, 
jurisdictions, and lines of business; to test and 
simulate these products; and, finally, to deploy 
the products selected for distribution. 

If you want to learn more about product 
configurators, I recommend these articles: 
“Designing for Product Agility: Where Should 

continued on page 12
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The Target Markets Program Administrators 
Association defines program business as 
“insurance products targeted to a particular 
niche market or class, generally representing 
a book of similar risks placed with one 
carrier.”1 Coverage is often underwritten by a 
program administrator on behalf of a carrier. 
Program administrators usually have a deep 
understanding of the specific industry, the 
coverage tailored to that industry, and the risk 
management tools that were developed for 
that niche.

Is program business a topic of interest to 
you? If so, you won’t want to miss “Program 
Business—Critical Success Factors” when 
it’s presented at the CPCU Society Annual 
Meeting in New Orleans on Tuesday, October 
29, from 1:30 to 3:30 pm. 

I am delighted to be able to moderate this 
session because of the high quality of our 
panelists, all of whom have many years of 
program business expertise:

•	 	Elizabeth	“Betsy”	Loft	Good,	CPCU,	MBA—
Vice President, Chief Underwriting Officer, 
Property & Casualty - FinSecure (a W.R. 
Berkley company)

•	 	Charles	“Chuck”	Kroh—Senior	Vice	
President, Head of Specialty Market 
Claims, Munich Re America

•	 	Greg	Lang—Founder,	Reinsurance	and	
Insurance Network, LLC (RAIN) 

•	 	Rajesh	Narayan,	CPCU,	CIOP,	PMP—
General Manager and Head of Property & 
Casualty Insurance, ValueMomentum, Inc.

•	 	Mark	Schmidt,	AU—President,	Insurance	
Company Operations, Glatfelter Insurance 
Group

During this session, the panelists will engage 
the audience in a discussion of a wide range 
of topics, including these:

•	 	How	to	package	a	program	submission	to	
a carrier

•	 	Key	contract	provisions	that	the	program	
administrator should be aware of

•	 	What	data	are	needed	for	a	new	program	
submission

•	 	How	to	capture	data	when	using	company	
systems

•	 	What	program	companies	are	looking	for	
regarding underwriting and processing 
expertise from a potential or current 
program administrator

•	 	Resources	available	to	someone	looking	to	
develop a program

•	 	Information	technology	needs	and	
concerns

•	 Class	and	product	differentiation

I’m looking forward to meeting you in 
New	Orleans!	Please	join	us	at	this	ESSL-
sponsored session.

Endnote
1  “History and Mission,” Target Markets 

Program Administrators Association, http://
targetmkts.com/about-tmpaa/history-

mission (accessed September 5, 2013). 

Join	the	E/S/S/L	Interest	Group	on	LinkedIn!

http://www.linkedin.com/groups/CPCU-Society-Excess-Surplus-
Specialty-4001375?home=&gid=4001375&trk=anet_ug_hm

Social Media Sites

Maureen Brown has over thirty-
five years of insurance experience, 
with expertise in underwriting and 
managing insurance programs. In 
her current position of senior product 
specialist in Munich Reinsurance 
America’s Specialty Market Division, 
she recommends expansions of 
Munich’s product offerings, serves 
as a specialty market liaison with the 
home office, and coordinates training 
for the underwriting staff. She also 
serves as a subject matter expert on 
many internal projects. Previously, 
Brown worked in Munich’s Product 
Development Department, where 
she led the development of casualty 
and management liability forms and 
endorsements geared to the not-for-
profit classes of business. In addition, 
she is a course facilitator at Munich 
Re, having led CPCU 551, CPCU 
552, and ARe 143 classes. Prior to 
joining Munich Re in 2004, Brown 
held various management positions in 
underwriting, operations, and claims. 

Brown is vice chair of the CPCU 
Excess/Surplus Lines/Specialty Lines 
Interest Group. In addition to earning 
her CPCU designation, she holds the 
RPLU+, ARM-P, ARe, AIC, and ASLI 
designations.
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Industry Associations for E&S and Specialty Lines Professionals

No one can maintain professional status in 
the dynamic excess and surplus (E&S) and 
specialty lines sectors without the help of 
others. Membership in an industry association 
of like-minded individuals or organizations 
can be a primary source of support for your 
professional goals through educational 
programs to increase your business skills 
and opportunities for networking with other 
professionals in your field. To help you or 
your organization find associations that 
are relevant to your professional interests, 
this article surveys these four prominent 
associations:

•	 	American	Association	of	Managing	General	
Agents (AAMGA)

•	 	National	Association	of	Professional	
Surplus Lines Offices (NAPSLO)

•	 	Professional	Liability	Underwriting	Society	
(PLUS)

•	 T	arget	Markets	Program	Administrators	
Association (TMPAA)

The descriptions that follow were submitted 
to ESSL by the associations. 

American Association of 
Managing General Agents 
The AAMGA has advanced and represented 
the wholesale insurance distribution network 
and the surplus lines industry since 1926. The 
association is respected and relied upon by 
the general insurance community, insurance 
department regulators, administrative agencies 
and legislators, rating agencies, colleges and 
universities in the United States, the United 
Kingdom, and other countries in which the 
benefits of wholesale insurance are realized.

The AAMGA focuses its core activities on 
enabling members to access the entire 
marketplace through networking and 
facilitation of the indispensable relationships 
among members at meetings throughout the 
year; promoting increased competencies and 
credibility through education, professional 
development and awarding Certified 
Insurance Wholesaler (CIW) and Certified 
Managing General Agency (CMGA) peer-
reviewed designations to qualifying members; 
and by advocating issues of importance to 
facilitate a marketplace centered on freedom 
of rate and form.

The AAMGA membership comprises over 250 
managing general agents (MGAs), writing 
in excess of $20.6 billion in annual written 
premium on excess and surplus lines and 
admitted bases; 150 U.S. and international 
insurance risk bearing entities; 40 business 
services; and the 14 state surplus lines 
stamping offices and associations. For the 
last 22 years, the AAMGA has also included 
over 350 young insurance executives who 
are employees of members. The Under Forty 
Organization has its own elected leadership 
and conducts educational classes and annual 
meetings that allow trusted relationships with 
one another to be developed. The growth of 
this membership group is a central focus 
of the AAMGA’s commitment to continuity 
and implementation of a bold strategic plan 
to ensure the relevancy and viability of the 
industry.

Members benefit from a suite of services, 
tools and resources offered by the 
association’s headquarters team in King of 
Prussia, Pennsylvania; and many of which are 
on its website, www.aamga.org. The services 
are developed by a member-elected Board of 
Directors and over 120 volunteers comprising 
the seven standing Committees that chart 
the course of the AAMGA. This includes the 
endowed Chair of Risk Management and 
Insurance at Georgia State University, which 
conducts research and provides additional 
analytics for members to understand the 
trends and drivers of the market, to discover 
forward-thinking ideas, and to make better-
informed business decisions in adapting their 
operations for the opportunities ahead.

The AAMGA Education Foundation also 
affords state insurance-department-approved 
continuing education (CE), professional 
development, and leadership classes across 
the country, as well as in member offices 
for the benefit of the staff, agents, and 
retail producers. Members unable to attend 
in person can access CE classes on the 
association’s website.

The AAMGA also acts as a catalyst with 
other industry and related trade associations 
to work in concert on issues of mutual 
importance. One of these is facilitated by 
the AAMGA’s Automation Committee. The 
Excess and Surplus Lines Joint Working Group 
is comprised of representatives from the 

AAMGA, ACORD, ACT, Lloyd’s, and NAPSLO. 
Through regular conference calls and 
meetings, the E&S JWG is developing best 
practices and uniform standards to improve 
the efficiencies and promote the electronic 
exchange of data between the partners 
across the various technological platforms.

The association also participates in the filing 
of “friend of the court” legal briefs in state 
and federal trial and appellate courts where 
matters involving the E&S market are placed 
at issue, and liaises regularly with the US 
Senate and House of Representatives, Federal 
Insurance Office, Government Accountability 
Office, National Association of Insurance 
Commissioners, and other entities to 
advance the interests of the surplus lines and 
wholesale insurance industry.

Its upcoming events include: March 1, 
2014—AAMGA Annual Insurance Automation 
Conference in Orlando, Florida.; March 11, 
2014—AAMGA University East in Atlanta; and 
May 18, 2014—AAMGA 88th Annual Meeting 
in Kona, Hawaii.

National Association of 
Professional Surplus Lines 
Offices
NAPSLO is a membership organization of 
insurance brokers, agents, underwriters, and 
associates who are committed to the surplus 
lines industry and the wholesale distribution 
system. Founded in 1975, NAPSLO provides 
members with networking opportunities, 
regulatory and legislative advocacy, and 
education and career development programs.

Headquartered in Kansas City, Missouri, 
NAPSLO has more than 700 member firms 
from 1,500 offices. The membership is 
comprised of approximately 52% wholesale 
brokers and 27% companies/underwriters; 
the remaining members are associates. 
NAPSLO is perhaps best known for its Annual 
Convention and Mid-Year Leadership Forum, 
attended by thousands annually. 

NAPSLO’s legislative advocacy is a critical 
member benefit and in recent years has 
focused on the Nonadmitted and Reinsurance 
Reform Act (NRRA). The NRRA created 
a national framework for uniformity and 
efficiency in surplus lines regulation and 
taxation, and NAPSLO continues its work to 

ESSLV25N2.indd   4 9/18/2013   9:05:19 AM



5CPCU Society Excess/Surplus/Specialty Lines Interest Group | The Specialist | October 2013

promote and preserve the uniformity and 
efficiency mandates the NRRA intended. In 
the three years since its passage, the NRRA’s 
establishment of home state regulation and 
taxation has produced tremendous benefits 
for the industry. It has dramatically reduced 
the frequent conflict-of-law issues that once 
existed by ensuring the insured’s home state 
governs multi-state risks. NAPSLO continues 
to advocate for home state taxation, where 
surplus lines taxes are calculated at the home 
state’s tax rate on 100 percent of the premium 
and retained 100 percent by the home state. 

Another valuable member benefit is 
NAPSLO’s education and career development 
program. The association offers a full 
slate of education courses for new and 
seasoned E&S professionals. Designed 
to strengthen knowledge and cultivate 
strong leadership skills, NAPSLO schools 
are offered in a progressive format so 
students are appropriately challenged. The 
Excess & Surplus Lines School is offered 
for professionals with two to five years of 
insurance experience. The next course, the 
Marcus Payne Advanced School, is designed 
for surplus lines professionals with five or 
more years’ experience. A new Professional 
Selling Skills course is offered regionally and 
trains small groups of brokers, general agents 
and underwriters in specific selling strategies 
with post-course learning support. 

The NAPSLO Executive Leadership 
Skills School, designed for senior-level 
professionals, is a capstone course offered 
in partnership with the University of Virginia’s 
Darden School of Business. The Executive 
Leadership School focuses on developing and 
implementing strategic planning as well as 
leadership and change management at the 
personal, team and organizational levels. 

Committed to all phases of career 
development, NAPSLO also places college 
students in paid summer intern positions. 
NAPSLO interns work with both company and 
wholesale broker members and gain hands-
on experience in all facets of the surplus 
lines business in locations across the country, 
preparing them for fulfilling careers in the 
industry upon graduation. 

NAPSLO and its members undertake each of 
these initiatives with the goal of continuing to 

strengthen the surplus lines industry. NAPSLO 
members are committed to the wholesale 
distribution system and know that its ability 
to respond with speed, skill and agility fills an 
important need in the insurance marketplace. 

Closely related to NAPSLO is the Derek 
Hughes/NAPSLO Educational Foundation. 
Dedicated to encouraging educational 
development for those interested in the 
excess and surplus lines market, the 
foundation provides scholarships to further 
the studies of college students majoring in 
risk management and insurance. Working 
with The Institutes, the foundation created a 
professional designation program for people 
working in surplus lines, known as the 
Associate in Surplus Lines Insurance (ASLI). 
Nearly 2,000 individuals have earned the ASLI 
designation since its introduction in 1996. 

For more information about NAPSLO, the 
surplus lines industry or any of NAPSLO’s 
programs, check out www.napslo.org. For 
more information about the ASLI program, go 
to www.TheInstitutes.org. 

Professional Liability 
Underwriting Society
PLUS was founded in 1986 by industry 
professionals who recognized the need for 
a forum for individuals involved in the fields 
of professional liability. PLUS is a nonprofit 
organization with membership open to persons 
interested in the promotion and development of 
the professional liability industry. Membership 
consists of over 7,000 individuals, representing 
over 1,000 companies active in the many fields 
of professional liability. PLUS currently receives 
the support of more than 180 companies 
through corporate membership. PLUS is 
recognized as the primary source of professional 
liability educational programs and events. 

The PLUS curriculum helps insurance 
professionals learn the concepts and various 
disciplines of professional liability. Developed 
by subject matter experts and designed for 
adult learners, each of the 22 modules of the 
PLUS curriculum can be used as a stand-alone 
resource for the professional liability specialist, 
as a state-of-the-art training supplement 
for employees new to professional liability, 
or as the learning material used to earn the 
Registered Professional Liability Underwriter 
(RPLU) and RPLU+ designations. 

Through the RPLU and RPLU+ programs, 
professionals learn about the industry from a 
practical point of view. The modules address 
underwriting, risk management, legal and 
claims issues, as well as the marketing and 
sales of professional liability insurance. 

The RPLU program is recommended for all 
professionals active in the field of professional 
liability. It is the one credential that sets these 
professionals apart from the competition 
in this highly specialized segment of the 
insurance industry. Students who have 
completed RPLU can continue on to earn the 
RPLU+ designation.

The annual event in the professional 
liability community, the PLUS International 
Conference, brings together underwriters, 
brokers, and industry dignitaries to discuss 
issues, network, and learn. The 2013 
Conference takes place November 4–6 in 
Orlando, Florida, and features many high-
profile keynote speakers including Madeleine 
Albright, Jeb Bush, and William Cohen.

PLUS symposia provide in-depth coverage 
of the compelling topics and emerging 
issues affecting specific professional liability 
markets. The 2014 series includes: 

•		PLUS	D&O	Symposium—January	28	and	
29, 2014 in New York

•		Cyber	Liability	Symposium—April	24	and	
25, 2014 in Atlanta

•		Medical	PL	Symposium—April	23	and	24,	
2014 in Atlanta

•		Professional	Risk	Symposium—April	23	and	
24 in Atlanta

The 14 PLUS chapters are the life-blood of the 
Society, hosting regional events throughout 
North America and Europe. Chapters 
offer local educational and networking 
opportunities, providing a great vehicle for 
PLUS members, and future members, to meet 
other industry professionals and often earn 
CE credits. The PLUS chapters host over 70 
events annually.

For more information about PLUS and its 
many programs and events, visit www.
plusweb.org.

continued on page 6
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Target Markets Program 
Administrators Association 
From its inception in 2001, the TMPAA has 
defined itself as being dedicated to the unique 
challenges of program administration. The 
association has refined this message recently 
with the descriptor “Where Program Business 
Gets Done.” The business generation focus 
of the group received recent validation in the 
2013 Guy Carpenter Annual Program Report. 
Respondents to that study selected TMPAA’s 
meetings as the number one industry event in 
terms of value provided. 

The TMPAA defines “program business” as 
insurance products targeted to a particular 
niche market or class, generally representing 
a book of similar risks placed with one carrier. 
Administration is done through program 
specialists who have developed an expertise 
in that market or class. Administrative 
responsibilities are negotiated between the 
specialist and carrier, but would include 
underwriting selection, binding, issuing, billing, 
and often times marketing, premium collections, 
data gathering, claims management/ loss 
control and possibly risk sharing. Program 
specialists typically target their niches 
through differentiation either in product, risk 
management services, or delivery mechanism. 

The 2012 TMPAA Program Business Study 
pegged the probable number of program 
administrators in the U.S. at 950, controlling 

24.7 billion dollars in almost 2000 distinct 
programs. The Association itself now has a 
total of almost 400 members, 270 of which 
are program administrator agencies. 

One core element of the TMPAA mission 
is to promote excellence for this segment 
of insurance intermediaries, program 
administrators/MGAs. The group has created 
a uniform protocol and criteria to evaluate 
program administrators and ultimately 
recognize the agencies that meet these 
criteria as a “best in class” operation. The 
same drive to promote excellence led the 
Association to develop a state of the art online 
university that focuses on programs, and uses 
its member experts to conduct the online 
classes. Successful students who pass all 
12 required courses and have the requisite 
experience are awarded the groups CPL 
(Certified Programs Leader) designation.

Over its 12 year history, the association has 
also developed numerous programs and 
services for its membership, that include 
a myriad marketing opportunities, and a 
commercial website that promotes the 
programs of its members to a large database 
of independent property-casualty retail agents.

While the tools and resources the TMPAA 
develops for its members further ensures 
a return on membership investment, the 
centerpiece and greatest value of the 

association continues to be the networking and 
business generation opportunities that come 
from putting hundreds of program business 
professionals together at two annual events, and 
through the various connections now available 
on the group’s website and LinkedIn platform.

It is hard to put a value on the program 
business intelligence that is available in the 
TMPAA. Program administrators in the group 
become familiar with the strategies and 
appetites of over 50 markets, hear how other 
administrators have structured their operations, 
and develop valuable industry connections. The 
TMPAA quickly becomes an essential part of an 
agency’s ongoing strategy for success.

The TMPAA 13th Annual Summit is scheduled 
for October 21–23 in Scottsdale, Arizona. 
It provides a perfect opportunity for non-
member program administrators to kick the 
association tires, and experience the impact 
this organization can have on the success of 
their program business operation. Complete 
association and meeting information can be 
found at www.targetmarkets.com.

Conclusion
AAMGA, NAPSLO, PLUS, and TMPAA offer 
a variety of member benefits to meet the 
professional needs of individuals and 
organizations in the E&S and specialty 
marketplaces. Many individuals and 
organizations are active in two or more of 
these organizations. 
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What’s So Special About Specialty Lines?
by Ron Beiderman, CPCU, and Shawn Dougherty

Ron Beiderman is the assistant vice 
president, commercial casualty, at 
ISO, a member of the Verisk Insurance 
Solutions group at Verisk Analytics. 
Beiderman has primary responsibility 
for overseeing the research, 
development, implementation, and 
maintenance of policy forms, manual 
rules, and loss costs for ISO’s general 
liability, commercial liability umbrella/
excess, medical professional liability, 
and farm insurance programs. 
Beiderman has represented ISO at 
numerous industry forums, where 
he has spoken on emerging issues, 
additional insured issues, construction 
defect coverage issues, and general 
liability trends and developments. 
He started his career at ISO in July 
1996 and has held positions in the 
Commercial Property, General Liability, 
and Specialty Commercial Lines 
divisions. Beiderman graduated from 
Rutgers University in 1996 with a 
bachelor’s degree in political science 
and communications. He achieved his 
CPCU designation in 2011.

Shawn Dougherty is the assistant 
vice president, specialty commercial 
lines, at ISO, a member of the Verisk 
Insurance Solutions group at Verisk 
Analytics. He is responsible for all 
aspects of providing the overall 
direction, leadership, and client service 
for ISO’s cyber liability, directors and 
officers (D&O), businessowners, crime 
and fidelity, financial institutions’ 
employment-related practices liability, 
and professional liability (other 
than medical) insurance programs. 
Dougherty started his career at ISO 
in 1988 and has held positions in the 
Personal Lines, Product Development 
and Planning, Commercial Casualty, 
and Specialty Commercial Lines 
divisions. Dougherty is a graduate of 
Southern Connecticut State University 
with a bachelor’s degree in history and 
social sciences.

If you were to ask a roomful of insurance 
professionals what the term “specialty lines” 
meant to them, you would likely get a wide 
range of answers. Experienced veterans 
might conjure up images of satellite launches 
and oil tankers. Those newer to the business 
might refer to cyber liability insurance or 
directors and officers (D&O) policies. But a 
truly insightful answer might be one that 
frames the concept of specialty lines in a 
different light—a light that shines not only 
on specific lines of business, but also at the 
unique and unusual coverage requirements 
needed by many companies in today's ever-
evolving and complex environment.

Asked another way, has the concept of 
specialty lines itself evolved to the point 
where it should be a routine part of our 
evaluation of risk for any commercial insured? 
Whether written as stand-alone policies or as 
optional coverages, specialty lines coverages 
have developed to the point where the 
insurance professional has the flexibility to 
design a program to meet the needs of almost 
any policyholder, big or small.

Specialty Policies
When evaluating the coverage needs and 
underwriting considerations related to highly 
specialized professions, it is common to refer 
to the specialty professional lines. Insurance 
Services Office, Inc. (ISO) has long maintained 
a medical professional liability program to 
address exposures presented by hospitals, 
doctors, nurses, clinics, testing labs, and 
numerous other health care and related 
fields. Recently, ISO expanded its professional 
liability offerings to encompass a broader 
range of professional risk, starting with 
lawyers, real estate agents, and insurance 
agents and brokers, and expanding soon to 
encompass architects and engineers and 
miscellaneous professional exposures.

Historically, general liability (GL) policies 
have typically excluded certain professional 
exposures, and separate policies (or 
endorsements) were necessary. A typical 
GL exposure might not have a professional 
risk associated with it, and addressing the 
coverage under a separate policy allows 
specialized underwriters familiar with that 

continued on page 8

ESSLV25N2.indd   7 9/18/2013   9:05:19 AM



CPCU Society Excess/Surplus/Specialty Lines Interest Group | The Specialist | October 20138

What’s So Special About Specialty Lines?
continued from page 7

particular field to evaluate and price the 
risk appropriately. It also allows coverage 
terms and conditions specific to the unique 
coverage needs of the professional to be 
contained within a separate policy. 

This same concept carries forward D&O 
liability. ISO’s Management Protection 
Program includes an executive liability 
coverage part that contains sections 
addressing the familiar side A and side B 
coverages that form the foundation of any 
D&O program, as well as a form that includes 
side C, which provides coverage for the 
entity itself—the company, corporation or 
organization—when it is named in a lawsuit. 
The program goes further to recognize 
additional coverages that help round out the 
management protection suite, including these:

•	 Employment-related	practices	liability

•	 Kidnap	and	ransom

•	 Crime	and	fidelity

The program also has targeted coverage 
forms that can be used for policies 
specifically addressing financial institutions, 
not-for-profits, and fiduciary liability.

Another specialty line that has been grabbing 
the headlines of late is cyber liability. Data 
breaches that expose personal information, 
computer hacking, and malicious code have 
resulted in millions of dollars in losses to 
businesses at home and abroad. ISO entered 
the cyber liability arena in 2004 with the 
introduction of its E-Commerce Program. 
Today, ISO’s Cyber Liability Insurance Program 
is anchored by the Information Security 
Protection Policy. Several unique insuring 
agreements form the basis of the Information 
Security Protection Policy and include the 
flexibility to write each coverage at different 
limits. 

The coverages include these:

•	 	Website	publishing	liability—Coverage	
for errors, misstatements, or misleading 
statements posted on a website that 
infringe on another’s copyright, trademark, 
trade dress, or service mark; defame 
a person or organization; or violate a 
person’s right of privacy.

•	 	Security	breach	liability—Addresses	a	
company’s liability following a data breach 
resulting in a hacker having access to a 
third party’s confidential information from 
within the insured’s computer system, or 
if the firm’s computer system transmits a 
virus to a third party.

•	 	Programming	errors	and	omissions	
liability—Liability coverage that typically 
applies when the programming error or 
omission is responsible for the disclosure 
of a client’s confidential information held 
within the insured’s computer system.

•	 	Replacement	or	restoration	of	electronic	
data—The cost to replace or restore 
electronic data or computer programs 
damaged or destroyed by a virus, 
malicious code, or denial-of-service 
attack.

•	 	Extortion	threats—Generally	covers	
against threats to introduce a virus, 
malicious code, or denial-of-service 
attack into the insured’s computer system; 
divulge the firm’s proprietary information 
contained in the system or a weakness in 
the source code within the firm’s computer 
system; and inflict ransomware or publish 
confidential personal information of clients.

•	 	Business	income	and	extra	expense—The	
loss of business income a firm incurs 
as a result of ceasing website business 
activities because of a virus attack or an 
extortion threat.

•	 	Public	relations	expense—Expenses	
associated with restoring a firm’s 
reputation following a data breach.

•	 	Security	breach	expense—Provides	
for the cost of investigating the breach 
and expenses to notify victims of the 
breach, establishing call centers, and 
implementing credit monitoring services.

ISO’s E-Commerce Program also contains 
a cyber insurance policy that addresses the 
unique first- and third-party exposures of 
financial institutions. The program was also 
recently expanded to introduce a Media 
Liability Policy.

Specialty Coverages in Standard 
Policies
Containing specialty coverages within 
separate policies does have its advantages. 
For example, underwriting and pricing can be 
fine-tuned to be more reflective of the risk 
being assumed, and offering a full range of 
risk management tools in the form of various 
policies can allow insurers to better address 
the full scope of customer needs. Yet there 
are times when a full-blown policy may not 
be necessary or when competitive forces 
may dictate that specialty coverages are best 
handled as adjuncts to some other underlying 
insurance product, such as a general liability 
policy or a businessowners policy.

One of the specialty optional coverages 
included within ISO’s Businessowners 
Program (BOP) is employment-related 
practices liability. This is a perfect example 
of the type of exposure that almost every 
business is exposed to and that should be 
part of every insurance checklist rundown. 
Larger businesses with hundreds of 
employees may be more appropriately 
covered under a stand-alone Employment-
Related Practices Liability Policy, while 
smaller businesses may be better suited for 
such coverage by endorsing a BOP.

Another specialty coverage that can be added 
as an endorsement to the ISO BOP or ISO GL 
program is employee benefits liability (EBL) 
coverage. In today’s competitive job market, 
many businesses offer some sort of employee 
benefit plan. Errors in the administration of 
those plans could lead to lawsuits that could 
be devastating to businesses large and small. 
The EBL endorsements can offer insureds 
some protection by providing coverage 
against claims for damages because of the 
insured’s negligent acts, errors, or omissions 
committed in the administration of an 
employee benefit program that result in the 
loss of any or all of an employee’s benefits. 

In addition to EBL, the ISO GL program 
has had specialized coverages available 
for many years to address risks regarding 
liquor liability, pollution liability, and railroad 
protective liability exposures. More recently, 
ISO’s GL program has introduced specialized 
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coverages for risks that may be exposed to 
a product withdrawal, which in reality could 
be just about any manufacturing, retail, 
food-related, or product-driven risk. A limited 
product withdrawal expense endorsement is 
available to provide reimbursement coverage 
for various first-party expenses that the 
named insured incurs as a result of a product 
withdrawal. A stand-alone product withdrawal 
coverage form is also available. This coverage 
form not only provides coverage with respect 
to various first-party expenses, but also 
provides third-party coverage with respect 
to product withdrawal expenses incurred by 
others. Options are also available to provide 
certain coverage for expenses related to 
regaining a company’s goodwill, market 

share or profit, or the redesign of the named 
insured's product after a product withdrawal.

Specialty: A Line by Any Other 
Name
Specialty coverages can be found throughout 
the ISO programs. From the yacht policy in 
personal lines to green coverage upgrades in 
commercial property and from the recently 
introduced motorcycle policy to the recently 
introduced commercial automobile dealers 
coverage form, insurers can tailor the policy 
terms and conditions to meet the specialized 
needs of their customers. As the business 
environment becomes more complex and 
competitive, the potential for litigation 
persists—and as technological changes 

reshape the landscape on an almost daily 
basis, specialty coverages may play an even 
bigger role in addressing the needs of the 
policyholder.

Once considered unique and unusual, 
specialty lines has found its way into the 
mainstream and is now part of the everyday 
conversation.

Ron Beiderman, CPCU, is assistant vice 
president of ISO’s Commercial Casualty 
division. Shawn Dougherty is assistant vice 
president of ISO's Specialty Commercial Lines 
division. 

AAIS: A Specialty Program Resource
by Joseph S. Harrington, CPCU, ARP

Joseph S. Harrington, CPCU, ARP, is 
director of corporate communications for 
the American Association of Insurance 
Services (AAIS). Before joining AAIS in 
1994, he was a writer and editor for 
newspapers and business publications. 
While at AAIS, Harrington has been active 
in the CPCU Society, serving a term as 
president of the Chicago-West Suburban 
Chapter, and served on a national 
committee advising The Institutes on 
changes to the CPCU curriculum. 

In addition to his designations from The 
Institutes, Harrington has a bachelor’s 
degree from Sacred Heart University, 
Fairfield, Connecticut, and a master’s 
degree from the University of Connecticut, 
Storrs.

When it comes to developing and maintaining 
specialty programs for insuring select classes 
of risk, managing general agencies (MGAs) 
play a central role.

MGAs often take the lead in identifying a 
niche and its unique risk factors and in 
assembling the best retail agents, loss 
control specialists, and claims adjusters to 
establish and manage a book of business for 
that niche.

In addition, MGAs often play an important 
role in determining which policy forms 
will be used as the basis for a program’s 
policies. For specialty programs in certain 
lines, some MGAs recommend that their 
carriers consider using forms developed 
by the American Association of Insurance 
Services (AAIS).

AAIS is a national advisory organization that 
develops policy forms, manual rules, and 
rating information used by more than 700 
property-casualty carriers throughout the 
United States.

AAIS maintains programs of forms and 
manuals for more than twenty-five lines of 

personal, commercial, agricultural, and inland 
marine insurance.

AAIS is also licensed as a statistical agent 
in nearly all states and is one of only two 
statistical agents operating throughout the 
U.S. that collects unit transaction data for 
ratemaking purposes as well as regulatory 
compliance.

Thus, with AAIS, insurers have a cost-effective 
source of filed and approved policy forms with 
court-tested provisions and rating information 
that specialty writers can use as the foundation 
for their ratings or as supplements for their 
niche-specific risk pricing information.

Roots
AAIS is the successor organization to a former 
inland marine rating bureau, and it is for 
inland marine specialty business that MGAs 
are most likely to recommend AAIS.

Among other programs, AAIS maintains the 
industry-leading Inland Marine Guide to 
policy forms, rating procedures, underwriting 
guidelines, and other information for the 
traditionally nonfiled classes of inland marine 
insurance.

continued on page 10
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AAIS: A Specialty Program Resource
continued from page 9

These classes, which were traditionally not 
subject to rate and form filing requirements, 
include some of the largest inland marine 
classes in terms of premium volume: Builders’ 
Risk, Contractors’ Equipment, Difference in 
Conditions (DIC), Electronic Data Processing, 
Installation Floater, and Motor Truck Cargo.

Inland Marine Guide resources provide the 
basis for specialty programs in each of these 
areas, whether a program is distinctly created 
and marketed for an individual class or simply 
an area of concentration for an inland marine 
underwriting operation.

Structured
MGAs find the Inland Marine Guide to be a 
useful resource because, in most classes, 
it provides a wide range of forms in plain 
language that serve as carefully crafted, 
structured alternatives for writing a risk.

For example, in the important Builders Risk 
class, the Inland Marine Guide provides a 
choice among five base coverage forms with 
easily distinguished coverage features:

•	 	A	comprehensive	scheduled	jobsite	form	
providing relatively broad coverage, 
including eighteen coverage extensions

•	 	A	scheduled	jobsite	form	providing	
narrower coverage and fewer coverage 
extensions

•	 	A	contractors’	reporting	form	with	built-in	
DIC and contingent coverage

•	 	A	form	with	built-in	DIC,	contingent,	and	
installation floater coverage

•	 	A	rehabilitation	and	renovation	form	for	
construction projects in existing buildings

Options like these, combined with scores 
of optional endorsements provided in the 
Inland Marine Guide, give program writers 
ready-made policy bases that can easily be 
adapted to individual risks with little or no 
need for time-consuming and potentially risky 
“manuscripting” of forms.

Filed
There’s something unusual about the 
“nonfiled” classes; however, in most states, 

forms for those classes are, in fact, subject to 
filing requirements.

For that reason, AAIS files forms in the 
Inland Marine Guide on behalf of its program 
affiliates in states that require those forms 
(and, more rarely, rating procedures) to be 
filed.

This filing action is strictly limited to only 
those classes for which it is required and in 
only those states that require it. This is to 
preserve as much as possible the industry 
practice of allowing those classes to be 
written on an “uncontrolled” basis.

Nonetheless, in those states that do not 
exempt the nonfiled classes from filing 
requirements, specialty writers benefit by 
having access to forms filed on behalf of their 
carriers.

For companies using the Inland Marine 
Guide, this AAIS filing action avoids a time-
consuming and costly step in a process where 
speed to market is critical.

Output
As an outgrowth of its longtime expertise in 
inland marine insurance, AAIS has been an 
industry leader in the development of “output” 
coverage.

Expressed most simply, output coverage is 
the practice of providing broad commercial 
property and inland marine coverage in a 
single policy form (or a few broad coverage 
parts) and using a simplified, flexible 
rating procedure that rates a risk in its 
entirety rather than as the sum of disparate 
exposures.

AAIS’s Commercial Output Program (COP), 
developed in the early 1990s and revised 
since then, was the updated successor to 
the former “manufacturer’s output policies 
(MOPs)” of earlier decades.

Designed for large manufacturing risks with 
transit exposures, MOPs were of limited 
application in the industry until the AAIS 
COP expanded eligibility to commercial and 
institutional risks.

Specialty writers quickly saw the benefit 
of using the COP for risks not adequately 
addressed by commercial property coverage.

One of the earliest uses of the COP for 
specialty business was a program for insuring 
the property exposures of amusement parks. 
Since then, the COP has been used as a base 
for programs insuring property exposures 
of public housing complexes, country club 
properties, school districts, and other risks, 
particularly those with multiple locations.

Agriculture
AAIS adapted the concept of output coverage 
to agricultural insurance with the introduction, 
in the early 2000s, of its Agricultural Output 
Program (AgOP), another product platform 
used by specialty writers for program 
business.

To cite just one example, a major agricultural 
carrier today uses the AgOP as the basis 
of a program for covering hog confinement 
operations.

As with the COP, the AgOP combines broad 
property coverage with a simplified rating 
procedure.

Coverage for builders risk, computers, and 
mobile equipment is provided in the same 
policy form as coverage for buildings and 
personal property, including stock. The base 
form includes four income coverage options, 
and a separate crime coverage part provides 
seven coverages.

Designed with large-scale “agribusinesses” in 
mind, the AgOP is well suited to commercial 
agricultural specialties with “vertically 
integrated” production and processing 
operations on the insured premises.

Although it is essentially a commercial 
property program, the AgOP also provides 
dwelling coverage. This reflects the important 
fact that, in agriculture, people often live at 
the locations where they work; agricultural 
corporations are often family corporations.

Perhaps the most valuable feature of the AgOP 
for specialty writers is the way it is designed 
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to have a wide range of individual coverages 
triggered by entries in the declarations.

Typically, a broker and risk manager will 
identify a long list of coverages needed for 
an agribusiness account, and an insurer pulls 
together forms and endorsements—many of 
which have not been designed for agricultural 
risks.

The AgOP simplifies the process with a 
comprehensive declarations section that 
identifies coverages available in the base 
form and by endorsement and has places to 
enter desired limits or sublimits. To exclude, in 
effect, a particular coverage, an underwriter 
simply enters “0.”

In this way, the AgOP declarations can be 
used as a checklist to identify exposures and 
determine appropriate levels of coverage.

Ag Liability
AAIS followed up its AgOP with the 
development of a liability counterpart, the 
AAIS Agricultural General Liability Program 
(AgGL). AAIS followed up on the AgGL with 

an agricultural umbrella/excess program, 
designed to be used with the AgGL, that has 
forms flexible enough to be used with other 
farm and agricultural insurance programs.

One of the distinguishing features of the AgGL 
is the choice it provides between two base 
forms for building a policy.

One form, the Farm Commercial Liability form, 
is written to cover only liability arising out of 
farming activities. If you want to cover liability 
from other operations, such as “agritainment” 
activities, you would “build up” the policy by 
adding coverages by endorsement.

In contrast, the AgGL’s Agribusiness 
Commercial General Liability form functions 
much like a traditional CGL policy in that it 
generally covers all operations of an insured 
except those that are explicitly excluded. 

Using that form, an insurer could choose 
to implement broad commercial liability 
coverage and then scale back the coverage 
for specific exposures the carrier would like 
to avoid.

Other Lines
AAIS’s personal and commercial lines 
programs have generally been used to write 
standard business, but here, too, some 
carriers have found them to be appropriate 
bases of specialty business.

The AAIS Businessowners Program, a 
standard program offering open- or named-
perils property coverage with built-in liability 
coverage for small businesses, was used 
as the basis for programs writing family 
restaurants, convenience stores, and 
innkeepers.

The AAIS Home-Based Business Coverage 
Option, principally a personal lines product, 
was used as the basis of a bed and breakfast 
program.

Clearly, when seeking resources for program 
business, carriers and MGAs should not 
overlook the resources available from AAIS. 

The Surplus Lines Marketplace from A to Z
The Excess/Surplus/Specialty Lines (ESSL) 
Interest Group has successfully tested a 
new continuing education two-credit-hour 
seminar that is now available to be cohosted 
by chapters.

On June 27, 2013, the CPCU Society Valley 
Forge Chapter (Pennsylvania) and the ESSL 
Interest Group presented “The Surplus Lines 
Marketplace From A to Z.” The seminar was 
held at the Wayne, Pennsylvania, home office 
of United States Liability Insurance Group.

The two speakers were Mary Marines, 
president of Pennock Insurance, Inc., of 
Chadds Ford, Pennsylvania (a surplus lines 
intermediary), and Kenneth A. Rudert, 
executive director of the Pennsylvania 
Surplus Lines Association, located in Exton, 
Pennsylvania. Interest Group Chair Carl R. 
Sadler, CPCU, ASLI, ESSL, acted as moderator 
and coordinator.

The CPCU Society filed this program for 
Pennsylvania continuing education credits. 
The topic is becoming timelier, as the 
property-casualty insurance marketplace 
continues to harden, and business that had 
been absorbed into standard lines markets is 
returning to specialty insurers.

The two panelists covered a wide range of 
topics, including why the excess and surplus 
(E&S) insurance market exists, how E&S 
compares to standard markets, E&S coverage 
characteristics, the wholesaler role, choosing 
a wholesaler, wholesaler expectations of the 
retailer, choosing an E&S underwriter, what 
information is needed by the underwriter, and 
E&S Pennsylvania market regulation—before 
and after the Nonadmitted & Reinsurance 
Reform Act (NRRA).

This program was originally created and 
presented by Fred Parcells, a member of the 

ESSL Interest Group Committee, as a 2012 
Washington, D.C., Annual Meeting seminar. 
The Valley Forge Chapter version was reduced 
from four panelists to two for ease of chapter 
presentation.

Customizing this seminar for local chapters 
requires recruiting local panelists. The 
ESSL Interest Group will assist chapters in 
finding both local E & S intermediaries and 
state-specific regulators. While the overall 
characteristics of the E & S marketplace 
are national, there are some differences in 
specialized geographic jurisdictions. The 
prepared PowerPoint presentation provides 
a general framework that allows for local 
adjustments.

For help in presenting “The Surplus Lines 
Marketplace From A to Z,” contact Sadler 
in Palmyra, Virginia, at 434-207-3555 or 
csadler@tic-llc.com. 
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Product Configurators: An IT Tool for E&S and 
Specialty Insurers
continued from page 2 

Insurers’ Products Live?” (http://www.
celent.com/reports/designing-product-
agility-where-should-insurers-products-live) 
and “Accelerating Market Impact: Product 
Innovation in Commercial Insurance” (http://
www.ey.com/Publication/vwLUAssets/
Accelerating-market-impact/$File/
Accelerating-market-impact.pdf).

In conclusion, product configurators help 
carriers optimally harness their existing 
technology investments to bring about top-
line premium growth, while encouraging 
team participation and improving operational 
efficiencies for bottom-line savings. If you 
have questions or observations you would like 
to share, please email me at rajesh.narayan@
valuemomentum.com. 

ESSLV25N2.indd   12 9/18/2013   9:05:22 AM


