
News Roundup
Call For Congress to Protect Risk Retention Groups

In a “Letter From Washington” written by Robert (Skip) H. Myers, a partner
in the Washington, D.C.-based law firm of Morris, Manning & Martin, LLP and
general counsel for the National Risk Retention Association, published in the
Morris Manning & Martin Insurance and Reinsurance Review (Fall 2008), Myers calls 
upon Congress to provide a solution to the “gradual encroachment” of states
upon the preemption provisions of the Liability Risk Retention Act (LRRA).

Pointing out that the “strength of the LRRA (federal preemption of state law)
is also its weakness,” because RRGs must bring a court action when states violate 
the LRRA preemption provisions, Myers calls upon Congress “to acknowledge
that its intent has been thwarted by some of the states and that a different dispute 
resolution process should be adopted.”

House Passes Amended LRRA Bill Reflecting NAIC/RRG
Compromise

Amendments to H.R. 5792, a bill to expand the Liability Risk Retention Act
(LRRA) to allow risk retention groups and purchasing groups to offer
commercial property insurance to members, were passed by the U.S. House
Financial Services Subcommittee on Capital Markets, Insurance and
Government Sponsored Enterprises during its mark-up session on July 9, 2008.
The original bill was introduced into Congress on April 15, 2008 with bi-partisan
support from Rep. Dennis Moore (D-KS) and Rep. Deborah Pryce (R-OH). The
proposed legislation, cited as “Increasing Insurance Coverage Option for Consumers
Act of 2008,” expands the scope of the LRRA to include commercial property
insurance, and would also require RRGs to adhere to uniform corporate
governance standards, provide enhanced disclosure, and comply with financial
accounting standards.

NAIC Does Not Support Expansion of LRRA to Commercial
Property

In a letter to the chairman of the U.S. House Financial Services
Subcommittee on Capital Markets, Insurance and Government Sponsored
Enterprises, the National Association of Insurance Commissioners (NAIC)
expressed its views on H.R. 5792, the proposed legislation that expands the
Liability Risk Retention Act to allow RRGs to offer commercial property
insurance to members.

In the letter, dated July 8, 2008, NAIC president, Sandy Praeger, states,
“There is a diversity of views among the State regulatory community regarding
this legislation, and as such, we have not taken a formal position on the bill.”

Compliments of   

Risk Re ten tion In dus try News Di gest 1 Copy right ©2009 by In sur ance Com mu ni ca tions

� In This Issue �

News Roundup . . . . . . . 1

Industry Insights . . . . . 2

RRG Facts . . . . . . . . . . 3

RRG Boards' Best 
Practices . . . . . . . . . . 4
"Creating Empowered
Boards" by Sanford D.
Elsass, president and
chief executive officer
of Uni-Ter Group

Regulatory Facts . . . . . . 5

Upcoming Events . . . . . 6

RRG Ceo Profile . . . . . . 8
" I t ’s Al l  About the
Under writing" featuring
Richard B. Welch,
president, Applied
Medico-Legal Solutions
RRG

Industry Trends . . . . . . 9

RRG Vital Statistics . . . . 9

Volume 1, No. 1
January 2009

Your Company
Logo Here 

SAMPLE



Risk Re ten tion In dus try News Di gest 4 Copy right ©2009 by In sur ance Com mu ni ca tions

RRG Boards' Best Practices
Creating Empowered Boards

by Sanford “Sandy” Elsass, Uni-Ter Pres i dent-Under writing Manager 

Creating an empow ered board is crit ical to the success of a risk reten tion
group. An empow ered board is one that is fully informed on company oper a -
tions, knows enough about the busi ness in which the company is engaged to
exer cise inde pendent judg ment, and is not controlled by manage ment. 

Creating an empow ered board is espe cially impor tant for RRGs because
board members often know little about liability insur ance. This can lead to faulty
judg ments influ enced by manage ment or compe ti tion — judg ments that could
lead to finan cial impair ment or even bank ruptcy.

RRGs tend to be made up of exec u tives or profes sional prac ti tio ners in the
busi ness that is insured. Our company, Uni-Ter Under writing Manage ment
Corpo ra tion, based in Atlanta, Georgia, builds and manages RRGs that insure
long-term care facil i ties, physi cians and surgeons, and nurses. Each of the RRGs
we manage is orga nized as a stock company, which makes it easier to under stand 
their valu a tion. Boards of the RRGs we manage are composed largely of facility
owners/oper a tors, medical doctors, and nurses. As poli cy holders and share -
holders, board members want stable, reli able insur ance at afford able rates and,
they expect to see their stock grow in value. To achieve these objec tives in a soft
market — where the lure of lower prices may tempt manage ment to engage in
cutthroat compe ti tion — requires an informed board empow ered to make tough
deci sions in the long-term interest of the share holders. Our boards also include
inde pendent members from other finan cial busi nesses and academe.

Best Practices for RRG Boards

To my knowl edge, there is no “Best Prac tices Manual” on how to create an
empow ered board. RRGs may differ in their approach but based on our expe ri -
ence in launching five RRGs in the last six years, there are certain guide lines that
we believe every RRG should follow:

· Ed u cate board mem bers on in sur ance prac tices and is sues so they can make
in formed pol icy de ci sions and mon i tor man age ment’s performance.

· Of fer new board mem bers train ing in in sur ance ac count ing (GAAP/Stat u tory),
In curred But Not Re ported (IBNR) re serv ing, in vest ment strat egy, and the
var i ous com po nents of the insurance premium.

· Ap point some in de pend ent di rec tors from other busi nesses who bring out side
per spec tives to bear on pol icy de lib er a tions.

· Cre ate an Au dit Com mit tee au tho rized to meet with out side au di tors with out
man age ment pres ent and di rected to pro vide its com ments to the board in a letter.

· Hold board meet ings at least quar terly.

· Pay board mem bers an an nual re tainer plus meet ing fees and ex penses.

· Ex pect board mem bers to at tend all board meet ings and com mit tee mem bers to
at tend all com mit tee meet ings.

· Let board mem bers know they can con tact any man age ment staff mem ber di rectly
to ask ques tions or re quest in for ma tion on com pany op er a tions.

· Set reg u lar meet ing dates on an an nual ba sis so board and com mit tee mem bers can
plan their sched ules.
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Industry Trends
Slight Rebound in 2008 Premium of 2.5% Projected
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Risk Retention
Group

Vital Statistics
2008 Year End

Total Number of RRGs: 262

RRG '08 Formations: 18

By Domicile:
Arizona: 2
District of Columbia: 2
Delaware: 1
Kentucky: 1
Montana: 2
Nevada: 4
South Carolina: 3
Vermont: 3

By Business Area:
Govt. & Institutions: 3
Healthcare: 12
Property Development: 1
Transportation: 2

By Captive Manager:
Aon: 3
Marsh: 3
ORG: 2
Risk Services: 2
Others: 8

RRG '08 Retirements: 10
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