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  2016 AAIS Main Event  

Conference Report

When something works, you come back to 
it. When something new is needed, you 
create it. A record number of attendees 

from primary insurers, plus representatives of AAIS 
business partners, returned to a familiar location for 
the 2016 AAIS Main Event conference: the Ponte Vedra 
Inn & Club, near Jacksonville, FL, site of three previous 
Main Events. While they were there, attendees heard 
about new products and services, most notably the 
new AAIS Personal Auto Program (see cover story), but 
also other initiatives in coverage, program revisions, 

and automation support.

Before getting down to business, the meeting opened 
with a reaffirmation of the values that have animated 
AAIS and its member companies over the years.

In his welcoming remarks to the conference, Robert 
Bates, President and CEO of Southern Mutual Church 
Ins. Co. (SMCI), told attendees that “we think of AAIS 
not as a vendor, but as a business partner.”

“A vendor is someone who provides an off-the-shelf 
product. A vendor you can replace very quickly.”

“A business partner is something very different,” he 
continued. “A business partner knows our business, 
knows our strategies, knows our customers.”

“We see AAIS as a business partner. Over the 
decades, in fact—AAIS has helped us overcome 
obstacles entering new states, and its staff has 
worked closely with us to develop special new 
coverage forms and unique products and services.”

Healing
One of the unique products developed jointly by SMCI 
and AAIS is now being tapped to help heal the pain of 
the June 2015 killing of the pastor and eight members 
of the congregation of Mother Emanuel AME Church 
in Charleston, SC.

“The loss at Mother Emanuel AME was very personal 
to me,” Bates said. “Rev. Clementa Pinckney (a 
member of the SMCI board) was a friend of mine, and 
I cared very deeply for him and for all of those folks at 
Emanuel AME.”

Although shocked and saddened by the tragedy, Bates 
added that “I was proud to be able to respond to that 
church in its hour of need. We were able to respond 
because, several years ago, AAIS helped us develop 
violent acts coverage. We were able to respond not only 
emotionally, but financially, to the church.”

AAIS looks to become an even better partner with 
a renewed focus on “ease of doing business,” said 
AAIS President and CEO Edmund J. Kelly in his “AAIS 
Update” report to the gathering.

AAIS understands that the cost of using an insurance 
line program extends beyond what a company pays 
its advisory organization, Ed said. With that in mind, 
AAIS has made “ease of doing business” the guiding 
principles for development and maintenance of its 
products and services.

“We want to expand our value proposition to our 
members,” he said. “We want to keep our personal 
service to customers, but we want to expand our 
sense of service to ease of doing business. That 
means we want every interaction we have with you to 
be seamless, from the initial inquiry, to when you sign 
up, to your implementation, your onboarding, ongoing 
maintenance, and statistical reporting.”

To see Ed’s presentation, visit www.aaisonline.com. For 
more comments from his report, see the “From the 
President” column at the front of this magazine. 
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Insurance and the 
Sharing Economy
Shelby Clark  |  peers.org

Insurers are accustomed to a world where activities 
are “personal” or “commercial,” and their product 
lines are structured to reflect that distinction.

That’s changing rapidly, and Main Event attendees 
got a vivid demonstration of how the “sharing 
economy” is transforming insurance from sharing 
economy pioneer Shelby Clark.

Clark is Founder and President of the Peers.org 
network, an organization adapting sharing economy 
principles and practices to work relationships. 
Earlier, he founded RelayRides, now called Turo, a 
car-sharing network operating in 3,000 communities 
across the U.S.

By now, Clark noted, most people are aware of 
Airbnb, the online network where owners and renters 
share part of their living space for a fee, and Uber 
and Lyft, the online networks that allow motorists to 
act as cab services.

Those well-known networks are hardly alone. Clark 
pointed to “TaskRabbit,” a network where people 
arrange to run errands or do tasks for others, as 
one of many sharing applications that are mixing 
personal activities with commercial endeavors.

“You’re taking things that used to be everyday 
personal activities and they are suddenly becoming 
a business,” he said. “It’s big business, too,” he 
added later in the presentation. “Almost 300 sharing 

economy companies have raised $28 billion in 
capital. That’s an incredible sum.”

“Uber has been around for about six years and owns 
hardly any assets, but it’s worth $63 billion, more 
than Ford and General Motors.”

Insurance coverage is essential to the sharing 
economy, Clark said, but it’s challenging to get 
insurers to cover trends that are growing so rapidly 
but have little historical experience on which to base 
coverage and rates.

Clark described how his associates and investors 
increasingly lost patience with RelayRides as they 
waited for the insurance coverage required for the 
initiative to operate.

The start-up could finally get started when Porter & 
Curtis, a Philadelphia brokerage, established liability 
coverage through a manuscripted surplus lines form 
and physical damage coverage through a Lloyd’s of 
London syndicate. 

Limited 
According to Clark, the liability policy was designed 
to limit coverage to the time that a car listed on the 
network was being loaned to a non-owner. 

To that end, the policy provided first-dollar coverage 
up to $1 million to the owner of a vehicle while it was 
being rented. “It should be really clear that the rental 
is commercial use that is uniformly excluded under 
an owner’s personal auto policy,” he said.

In contrast, coverage for the person renting 
another’s vehicle was supplemental to any insurance 
he or she had as a licensed driver.

Finally, RelayRides itself was a named insured, 
covered for any liability it might have for bodily 
injury, property damage, or medical payments 
arising from a rental through the network. The 
arrangement was tested and responded as planned 
following a tragic accident in which the renter of 
a vehicle listed on RelayRides was killed and four 
others injured. ►

“We think of AAIS not as a vendor, but as a business partner.
Robert Bates  |  President & CEO  |  Southern Mutual Church Insurance Co.
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“Even in the case of this catastrophic loss, the policy 
worked as it was supposed to,” Clark said. “Everything 
was settled for under the limits, and the car owner’s 
personal carrier got a release from liability.”

Even as car-sharing networks demonstrate their 
ability to manage risk, Clark finds that some auto 
insurance carriers still deny or terminate policies 
because applicants or insureds indicate they want to 
participate in one.

“I think it’s pretty clear that, if somebody is using a 
car for commercial purposes, that use is excluded 
under personal auto policies,” he said. “Just exclude 
the rental exposure. Make it clear that it’s not 
covered, but don’t cancel the policies.”

Home-Sharing 
Having developed insurance for a car-sharing 
enterprise, Clark later moved on to help develop the 
Homesharing Liability Policy for members of the 
Peers.org network, many of whom rent parts of their 
living space through Airbnb, the well-known global 
home-sharing network.

For background, Clark recalled seeking to temporarily 
rent his own apartment in San Francisco. “At the 
time, the only option was to get a policy for a bed and 
breakfast,” he said. “I got a quote for about $2,200 
a year. That was probably more than I was going to 
make. It didn’t make any sense.”

Prospects for more affordable coverage changed 
in 2014 and San Francisco passed an ordinance 
legalizing and regulating home-sharing, and 
requiring that every rental be insured for liability. 
“They enacted this law despite the fact that there 
weren’t those policies out there,” Clark noted.

Clark and went back to work with Porter & Curtis 
to develop a CGL policy with manuscripted 
endorsements that covered owners and tenants 
for damage or injury to a guest, and for damage or 
injury to third parties by guests.

According to Clark, the coverage is excess over any 
other applicable insurance. “It works with existing 
home insurance so the tenant or owner does not 
need to replace an existing tenant’s or homeowners 
insurance policy,” he added.

If someone wants to insure their residential 
exposures and rental under one policy, Clark noted 
that a carrier has now created a “hybrid” policy that 
provides protection for personal exposure while 
covering home-sharing exposures as well.

Also, Airbnb has developed its own host protection 
program that makes $1 million in protection 
available to members of that network.

“Carriers that are doing this really want to get in on 
the ground floor,” Clark told the group. “They want 
to understand these sharing economy models while 
they are still small.”

“If you think ahead 10 years, how will you get into the 
game then, when the models are much bigger and 
take up a bigger share of our economy? It’s better to 
get some experience now, both in terms of losses as 
well as the operations involved.” ■

“You’re taking things that used to be everyday personal 
activities and they are suddenly becoming a business.
Shelby Clark  |  Founder & President  |  Peers.org
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“

Regulatory Engagement 
Produces Success
Fred Karlinsky  |  Greenberg Traurig

AAIS came to the 2016 Main Event ready to make 
some important announcements. It was an added 
treat to have one of its speakers also make an 
announcement on AAIS’s behalf.

Attorney Fred Karlinsky, a shareholder in the 
international law firm Greenberg Traurig, drew 
applause when he announced that Florida Gov. Rick 
Scott had recently signed a bill that would make 
data from Citizens Property Insurance Corporation, 
Florida’s market of last resort, accessible to other 
organizations, including AAIS.

“In the several million policies that have passed 
through Citizens over the course of time, there is a 
treasure trove of data,” Karlinsky said. “I’m proud to 
report that the governor signed that bill a few days ago. 
You’ll have the benefit of that coming up very shortly.”

Citizens data is among the resources AAIS plans to 
draw upon as it develops a separate homeowners 
program designed for the unique conditions in Florida.

Karlinsky and Robin Westcott, AAIS Vice President of 
Government Affairs, former law school classmates 
well-acquainted with each other during their years in 
Tallahassee, thanked each other for their support in 
winning passage of the legislation to make Citizens 
data available.

Karlinsky credited Westcott for initiating the lobbying 
effort, saying that “Robin saw an opportunity and 
asked us to execute it.” Westcott responded, in turn, by 
saying that, “Fred has done a wonderful job for us.”

Looking forward, Karlinsky focused on three topics 
in his address: private flood insurance, cyber-
insurance, and price optimization.

Congress is looking for private sector participation 
in flood insurance to relieve the pressure on the 
National Flood Insurance Program (NFIP), the 
beleaguered federal program that cannot function 
without large taxpayer subsidies.

Attracting private sector participation will remain 
challenging, Karlinsky said, as long as NFIP rates 
remain too low for certain risks, and while NFIP 
agent commissions remain high relative to private 
market standards.

There is progress in two key areas, however, according 
to Karlinsky. For one, risk models have become far 
more precise in identifying levels of flood risk.

“The entry of private players in the flood insurance 
market place is spurred by advances in catastrophe 
modeling,” he said. “Once you were looking at how a 
state would perform during an event, then you were 
looking at how each county would perform, then 
how a zip code would perform. Now you’re down to 
an individual house level, you’re down to individual 
construction type, and individual characteristics of any 
particular house.”

In addition, Karlinsky said, legislative efforts are 
underway to ensure that the federal-sponsored 
secondary mortgage market agencies (Fannie Mae, 
Freddie Mac, and others) treat private flood policies as 
they would an NFIP policy for protection of collateral 
underlying a mortgage. ►

In the several million policies that have passed through Citizens 
over the course of time, there is a treasure trove of data.
Fred Karlinsky  |  Shareholder  |  Greenberg Traurig
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Cyber 
Regarding cyber-insurance, Karlinsky said there are 
many lingering misconceptions about exposure to 
data breaches.

The greatest danger no longer lies in criminals 
or “hacktivists” trolling about from their home 
computers, he said, but from nation-states with highly 
organized efforts to penetrate networks.

Also, credit card information is no longer the principal 
target of hackers, he added, as credit cards can be 
immediately deactivated and replaced. The prime target 
today is personal information, such as medical histories, 
that cannot be readily changed, and can be exploited for 
commercial and other self-serving purposes.

“What is very high value data are things like your 
buying habits, your medical history, and the drugs 
doctors are using to treat you,” he said.

“The demand for cyber-liability coverage has increased 
significantly over the last couple of years,” he added. 

“In 2012 there was about a $1 billion dollars of annual 
premium in cyber coverage. That increased to $2.75 
billion in 2015. While obviously cyber coverage is a 
great risk, it’s also tremendous opportunity for insurers 
to offer a product that is certainly needed out there.”

Regarding price optimization, Karlinsky reviewed the 
debate involving state regulators and the National 
Association of Insurance Commissioners (NAIC) 
over the use of rating variables not directly related to 
expected losses and expenses.

While regulators and the NAIC have prohibited or 
discouraged the use or price optimization in personal 
lines, Karlinsky noted that “the public doesn’t seem to 
be too concerned about the issue.”

For discussion of price optimization, see Issue I-2015 of 
Viewpoint at www.aaisonline.com. For brief reports on 
individual state actions related to price optimization, 
see AAIS Advisory notices at  www.aaisonline.com. ■

tccs-inspro.com             800.388.7779
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“
Drones: Safer, More 
Affordable, and More 
Widely Used

Dr. Tom McKinnon  |  Agribotix LLC

What a difference a decade makes. In 2013, Dr. 
Tom McKinnon founded his firm, Agribotix LLC 
of Boulder, CO, which specializes in the use of 
unmanned aerial systems (UAS, aka “drones”) to 
support precision agriculture.

It’s hard to envision how he could have started it 
any earlier. In an address to the 2016 Main Event on 
“Drones in Agriculture and Commerce,” McKinnon 
displayed an image of a flight controller and said: “10 
years ago this would have been unavailable outside of 
the Department of Defense.”

“Five years ago it would have been $5,000 or 
$10,000,” he continued. “Now, this will retail anywhere 
for $100, and sometimes cheaper than that.”

Like that of most technologies, the cost of aerial 
drones and their supporting systems is decreasing 
rapidly, while their use is increasing rapidly, and set 
to accelerate when the federal government relaxes 
restrictions on their use for commercial purposes.

“The flight hardware is rapidly becoming 
commoditized,” McKinnon said. “For most of what’s 
done in the drone world you can go off the shelf and 
buy what you need.

“Also, the software we use to fly drones is open-
source. That means that, when there’s a problem, 
there are thousands of developers that jump on it and 
do a new release, which is issued pretty rapidly.”

Drone technology is getting safer, too, said McKinnon, 
to the point that “what really keeps me up at night” is 
the prospect of a drone hitting a plane—is becoming 
increasingly remote. 

“Fortunately, with modern technology, if you try to 
fire up a new drone and you’re near an airport, the 
technology knows that and it just won’t let you fly,” 
he said.

Applications 
As drone technology becomes more accessible, 
the commercial use of drones is expanding. This 
comes even in advance of prospective changes in 
Federal Aviation Administration (FAA) regulations 
that currently prohibit the commercial use of drones 
without a special exemption.

“Many analysts think that industrial inspections 
will be the biggest commercial use of drones,” 
McKinnon said. To take one example, “in the oil and 
gas industry, drones are looking for methane leaks, 
scanning pipelines to find rusty sections, and finding 
maintenance issues before something starts to leak.”

 In his home state of Colorado, McKinnon says that fire 
departments are using drones to scan areas of “urban-
wildland interface” to determine if property owners 
are maintaining enough space between structures and 
vegetation to control the spread of wildfires.

In addition, drone-borne thermal imaging technology 
can detect smoldering “hot spots” in areas where fire 
has been suppressed, but not completely extinguished.

Of even more immediate impact on public safety 
will be their use in search and rescue missions, 
an application that is relatively new but growing 
rapidly, according to McKinnon. Today, drones are 
playing an important role in delivering medical 
supplies in remote areas and coordinating disaster 
relief operations. Then there is the much-heralded 
prospect of having drones deliver packages. 

“When Amazon came out with this idea a few 
years ago, I thought it was just a publicity stunt,” 
McKinnon said. “But they are, in fact, going after 
this in a big way.” ►

Farming is largely becoming a big data operation now.
Dr. Tom McKinnon  |  Founder & Chief Technology Officer  |  Agribotix LLC
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With Amazon leading the effort to lobby Congress 
and the FAA, NASA begun to develop a plan for 
designated corridors where drones can operate to 
deliver packages. Those corridors will probably follow 
along major highways at low altitudes where manned 
aircraft do not operate, McKinnon said.

Agriculture 
Agriculture is the focus of McKinnon’s enterprise, 
however. Led by his firm and others, aerial drones are 
transforming the way farming is done.

McKinnon’s appearance coincided with an 
announcement by Sharon Kent, AAIS product analyst 
and onboarding specialist for commercial and 
agricultural lines, of new endorsements addressing 
the use of drones that AAIS is preparing to file under 
its farm and agricultural programs. (For details on 
the endorsements, see issue I-2016 of Viewpoint, 
available at www.aaisonline.com.)

“Farming is largely becoming a big data operation 
now, and generally goes under the name ‘precision 
agriculture,’” McKinnon said.

“One of the most important aspects of precision 
agriculture is called ‘variable grade application,” 
he continued. “Instead of performing the same 
operations on a whole field, the field is divided up into 
increasingly smaller sections to determine what’s 
needed in that section–herbicide, fertilizer, and so 
on–and apply only that much and no more.”

“To do this, near real-time data on the crop is needed,” 
McKinnon, and drones can capture that data and 
transmit it almost immediately.

With this, “an agronomist becomes more like a 
radiologist,” McKinnon said. “Radiologists rarely see 
patients. They get x-ray images coming to them and 
decide what’s going on with a patient.”

Using drone-generated data, “an agronomist will 
spend less of his or her time driving out to fields. The 
data will come to them in their offices, so they can 
cover a lot more area and provide better service.”

McKinnon foresees growing use of drones in 
agricultural operations themselves. “Crop dusting 
is an obvious application,” he said. “I love to watch 
manned aircraft crop dusters, real aerial acrobats, but 
it is just an incredibly dangerous job.”

Even cowboys, the iconic American agricultural 
workers, will become more productive, thanks  
to drones.

“We get ranchers coming to us all the time,” 
McKinnon said. “Ranchers have trouble finding 
cowboys and, if they do find them, they cost a lot.”

“Some jobs, such as herding cattle, drones aren’t going 
to do,” he said. “But there are jobs that are boring and 
repetitive, such as checking fence lines and checking 
to see if there is water in the water tanks.”

By performing these maintenance tasks and allowing 
cowboys to concentrate on husbandry, “drones can 
be a big benefit to ranching.” ■
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“

Agencies & Carriers: 
Ending Partners Through 
Endless Challenges
Robert Rusbuldt  | IIABA

What would you think if your leader compared you 
to a cockroach?

Coming from Robert Rusbuldt, President and CEO 
of the Independent Insurance Agents and Brokers of 
America, it’s a compliment.

In his keynote address to the Main Event, Rusbuldt told 
the audience: “I’ve often said that, after an apocalypse, 
there will two things left: cockroaches and independent 
insurance agencies. I say that with all love and respect 
for cockroaches and independent insurance agencies.”

Defying predictions of their demise, independent 
agencies have shown the persistence and adaptability 
but not the grossness–of their six-legged analogs.        

According to Rusbuldt, the number of independent 
agencies has remained stable at around 38,500 for 
several years. Despite widespread reports of the 
impact of direct writers and online sales, independent 
agents still account for most of the premium 
written in property/casualty insurance, including 
35% of personal lines premium and nearly 80% of 
commercial lines premium.

The viability of the independent agency system 
is reflected in the intense interest shown by 
private equity and venture capital firms in agency 

acquisitions and mergers. According to Rusbuldt, 
private equity firms accounted for only 4% of 
agency acquisitions in 2006; 10 years later, they 
account for 47%.

“Mergers and acquisitions have exploded in the past 
few years,” he said. “Private equity firms are looking 
for a place to park their capital right now, and they’ve 
decided that the independent agency system is a 
good place to park it.”

“ROI in the independent agency system has been 
very good for private equity firms, and I don’t see that 
slowing down in the near term.”

Challenges 
Despite his bullish outlook, Rusbuldt cited several 
challenges independent agencies must address to 
remain relevant market leaders.

For one, “agencies need to address the ‘minority 
majority’ issue,” a reference to predictions that the 
majority of the U.S. population will be comprised 
of people now commonly classified as racial and 
ethnic minorities.

“About 36% of Americans are now non-white,” Rusbuldt 
said. “20% of agencies reported in an IIABA survey that 
they targeted marketing toward minority groups, but 
90% of agencies have no minority principals.”

“I keep emphasizing to our members, and to the 
industry, that we have to sell to everybody. We need to 
look like the people we’re selling to.”

Agencies also need to improve their appeal to 
young people, both as employers and as places to 
purchase coverage.

“Talent recruitment and retention are among the 
biggest concerns of companies and agents,” he said. 
“You see them doing lots of things to attract talent 
and become more attractive to up-and-coming 
generations.” ►

It’s not about how you want to do business anymore. It’s not about how 
independent agents want to do business. It’s about how the consumer 
wants to do business.
Robert Rusbuldt  |  President & CEO  |  IIAB
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Because We Know Insurance …

We know AAIS.

Because we’re an Associate Member of AAIS, we know this: 
Your ability to use AAIS products and services comes down to 

implementation and integration. That’s why we’re here.

From rates, rules, and forms, and endorsement options to new 
products and programs, we’ve implemented them, integrated 

them, and tested them. That’s why we’ll always be here.
 

Contact us today to find out how we can help you 
make the most of your AAIS membership.

CIO/IT
Management
On Demand

www.mariastechnology.com

HostingImplementation
Services

Software
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Managed
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“
Consumers 
Ultimately, the future of independent agents and 
carriers will be determined by their ability, working 
together, to stay current with the buying preferences 
of consumers. 

“It’s not about how you want to do business 
anymore,” he told an audience mostly of carrier 
representatives. “It’s not about how independent 
agents want to do business. It’s about how the 
consumer wants to do business.”

For the time being, at least, indications are that 
consumers still want to have agents involved when they 
purchase insurance.

“Consumers go online first,” he said. “People do 
research online, but they’re not buying the insurance 
online. People that are likely to shop for insurance 
online still want the advice and counsel of a 
professional and trusted adviser.” ■

Making Data Work for You
Arthur Seifert  |  Glatfelter Program Managers
Werner Kruck  |  Security First Ins. Co.

Data management has evolved from an operational 
to a strategic imperative for insurers, as data-based 
decision making has become standard practice in 
marketing, underwriting, rating, and claims.

In light of that, AAIS has undertaken strategic 
initiatives of its own in recent years to establish a 
streamlined statistical reporting system, develop 

the architecture of an industry Data Resource 
Center, and update its statistical plans to 
incorporate more standardized codes.

Attendees at the 2016 Main Event learned about 
advances and opportunities in data management from 
two different perspectives.

Arthur Seifert, President of Glatfelter Program 
Managers, discussed the challenge of gathering 
and organizing data to support innovative programs 
addressing emerging or unique risks that may not 
have direct historical data.  

Werner Kruck, COO of Security First Ins. Co., followed 
up with a description of how his company has 
systematically captured and managed data for internal 
reporting and analysis on the uniquely challenging 
Florida homeowners market.

Coming from these divergent perspectives a common 
theme emerged: Rigorous data capture and control is 
essential throughout the program or product lifecycle.

“One of the things I’ve learned over the years is that 
it is really important to have control of your data from 
the very beginning” of a program, Seifert said. “End to 
end control of data creates a significant advantage.”

At a later point, he added that “it’s really important 
to determine up front how your data is going to be 
held. If you start with a consistent approach and build 
that discipline into your system, it’s going to save you 
a lot of heartache later on, especially when you do a 
systems conversion.”

Seifert compared the current environment of 
ubiquitous data, both structure and unstructured, to 
subatomic physics.

“There’s different, divergent data being collected that 
needs to be smashed together so we can learn new 
things about our agents, our consumers, our industry, 
and the niches we serve.” ►

It is really important to have control of your data from the very beginning 
of a program. End to end control of data creates a significant advantage.
Arthur Seifert  |  President  |  Glatfelter Program Managers
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“
What Seifert has pulled together and implemented 
time and again to support new programs, Kruck’s 
company has implemented and maintained as a  
disciplined core competency that can produce ever 
more refined reports.

“Imagine a world where real-time data is available to 
all your employees, all your business partners and 
reinsurers, and your key producers no more than three 
days after the end of the month,” he said.

“Or imagine that you could see right away what 
was issued yesterday, what agent produced it, what 
products, what regions, what values, what risk types.

“At Security First, this scenario is not in the future. This 
is what we do today.”

The defining step in making Security First a data-
rich and data-nimble organization came very early, 
Kruck said, when the company committed to having 
a corporate analytics team, even when its staff was 
relatively small, and determined that all reporting 
would be done through that team.

That commitment avoids the problem of 
individuals and departments generating numerous 
ad hoc spreadsheets, but creates an obligation for 
the corporate analytics team to be responsive to 
data requests.

“If you do that (centralize data reporting), you have 
to make a commitment,” Kruck said. “When people 
need data, you better get it to them.”

Once reports are generated, they are made available 
to Security First’s employees and business partners. 
“All of our reports are visible to everybody because all 
the data is collectively corporate-owned,” he said. “For 
example, you may be in charge of claims, but you don’t 
own claims data. Ultimately, we all own claims.”

Another critical piece of Security First’s organizational 
commitment to data is the engagement of top 
executives in utilizing and maintaining data resources.

“We have chief data officers—my boss and me,” Kruck 
said. “We want to know. We want accurate information. 
We want to make sure our data is as good as it can 
possibly be.” ■

New Connections in 
Cargo and Construction
Sandeep Kar  |  Frost & Sullivan
Jean Gardner  |  Central Analysis Bureau
Mark Katz  |  Mound Cotton Wollan & Greengrass
R. Scott Hartley  |  5D Robotics

Advances in automation are making things more 
convenient and efficient for freight shippers and 
construction contractors, but creating new concerns 
for inland marine insurers that cover them.

That was the overall message of the 2016 Main 
Event’s inland marine track, an annual feature 
devoted to the unique concerns of inland marine 
managers and product specialists.

The 2016 track, entitled “New Connections in 
Cargo and Construction,” analyzed the looming 
impact of networked connectivity on two of the 
biggest areas of inland marine insurance: cargo 
and construction classes. ►

When people need data, you better get it to them.
Werner Kruk  |  COO  |  Security First Ins. Co.
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Kar estimates that the U.S. shipping industry could 
eliminate up to 12 billion empty miles a day if all two 
million trucks that drive through U.S. cities were linked 
in such a network.

That’s good news for shippers and motor carriers, but 
not necessarily for cargo insurers, said Jean Gardner, 
Attorney and CEO of the Central Analysis Bureau 
(CAB), an organization that monitors the financial 
condition and operating environment of motor carriers.

“The trucking industry is transitioning to a very 
high level of IT and telecommunications, but the 
insurance industry and the statutes governing cargo 
liability are not changing to reflect what’s going on 
out there,” she said.

Gardner continued: “It becomes an issue when 
we’re dealing with an Uber-type company for cargo 
shipments because I see a lot of exposures arising 
from that risk, many of which are not covered under a 
standard motor truck cargo policy.”

No matter how a cargo policy reads, “the reality is 
that a claim comes in and still has to be addressed,” 
she said.

“There are statutes that require the claims department 
to undertake investigations, issue reservations of 
rights, evaluate the loss, and then run the risk of 
declining coverage for a delayed claim which turns out 
to be an actual loss or injury claim.”

Risks 
The risks to cargo insurers are greater than ever, 
Gardner said, because fewer shipping contracts are 
being executed through well-established bills of lading, 
and more are being carried out under contracts in 
which motor carriers are conceding many of their 
rights regarding liability for shipments.

“What we’re seeing as routine are contracts that are 
waiving motor carrier defenses and any potential 
liability limitation—all the things that you, as a cargo 
underwriter, thought you were basing a policy on,” 
she said.

The demands on cargo underwriters will grow greater 
under the latest federal requirement for safe transport 
of food. “If you’re writing motor carriers of food-
grade products,” Gardner said, “it really becomes an 
important part of your underwriting to understand 
whether they have food safety training programs in 

“Uber for trucks is here,” declared Sandeep 
Kar, Global Vice President for Automotive and 
Transportation Research for the Toronto-based 
research firm Frost & Sullivan. By that, Kar meant 
that the ability for shippers to “flag” available motor 
carriers through electronic networks has become as 
widespread as the ride-sharing applications that have 
become popular among consumers.

Using “big data leveraged by small devices,” in Kar’s 
words, networks such as Cargomatic, Transfix, and 
others can vastly reduce the “empty miles” trucks 
travel before and after delivering their shipments. 
In one example, Kar noted that one firm reduced its 
empty miles by 84% by adopting automated system to 
match loads with available vehicles.
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“
place, and whether they are maintaining their transit 
records,” both now required under federal law.

“This is now going to be very important for you,” 
she said. “Why? If a trucking company doesn’t have 
records properly maintained for a particular shipment, 
that shipment can be deemed adulterated. There’s no 
physical damage, but the product has no value,” and an 
insured motor carrier may expect coverage.

Construction 
A second dimension of connectivity in today’s world 
is the growing use of unmanned vehicles guided 
remotely or operating autonomously. Most people 
are familiar with aerial “drones,” but unmanned 
ground vehicles (UGVs) are also making an impact in 
construction and logistics.

“Unmanned vehicles are being used in pretty much 
every type of heavy construction application,” said 
Mark Katz, an Attorney with the New York City firm 
Mound Cotton Wollan & Greengrass, during his 
comments during the inland marine track.

“There are unmanned dump trucks, unmanned 
excavators, unmanned bulldozers, and ultra-class 
vehicles for hauling,” he said.

According to Katz, the use of unmanned construction 
equipment will continue to grow because such 
equipment relieves humans of hazardous tasks, operates 
with increasingly greater efficiency and precision, and will 
save developers money over the long run. Unmanned, 
automated equipment poses unique risks for 
construction underwriters, however.

Regarding liability exposure, Katz said, “as 
underwriters you need to understand what systems 
are in place to prevent a vehicle from injuring someone. 
Are these vehicles vulnerable to being hacked? Can 
they be taken over by someone with bad intentions?”

More specifically for inland marine underwriters 
providing contractors’ equipment and builders’ risk 

coverage, Katz noted that “the biggest risk you have is 
the business interruption or delay in completion loss.”

“Traditional dump trucks are not hard to replace,” 
Katz said. “But if you’ve got an unmanned truck and 
doing a specific job, and operating in conjunction with 
other unmanned vehicles, it’s very difficult to insert a 
manned vehicle into a chain with unmanned vehicles, 
because they are communicating electronically with 
each other.”

Advanced 
Participants in the track got a taste of just how far 
advanced vehicle communications are from R. Scott 
Hartley, Founder and President of 5D Robotics, a 
firm that develops software for operating robotic 
autonomous vehicles.

“I don’t think people fully realize how fast all this is 
happening right now,” Hartley said. “It’s coming at a 
great rate.”

Drawing on applications developed for the military 
and other highly-advanced federal government uses, 
Hartley’s firm has supported development of an 
autonomous forklift that can automatically lift and 
transfer large loads while avoiding accidents, because 
it is equipped with sensors to detect potential hazards 
in every direction.

According to Hartley, virtual “tags” generated from 
online data sources allow large, autonomous earth-
moving vehicles to dig trenches with enough precision 
to avoid cutting utility lines.

When asked what underwriters should be asking 
when considering a construction risk that utilizes 
unmanned equipment, Hartley responded, “What 
kind of training programs do they have? What kind of 
testing has been done? Verify that the motion sensors 
are capable of identifying and avoiding obstacles and 
directing guided motion.” ■

I don’t think people fully realize how fast all this is 
happening right now. It’s coming at a great rate.
R. Scott Hartley  |  Founder & President  |  5D Robotics
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