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Risk Retention Reporter Turns 25
This month, the Risk Retention Reporter celebrates its 

25th anniversary. The first issue came out in April 1987,
just six months after the Liability Risk Retention Act
(LRRA) was signed into law on October 27, 1986. Estab -
lished in order to monitor the newly enabled
entities—risk retention groups and purchasing
groups—as well as regulatory and legal news
concerning the LRRA, the RRR has produced over 300
issues dedicated to this slice of the captive industry. 

Founded and helmed by Karen Cutts until 2009, the 
Risk Retention Reporter is the only entity that has system -
at i cally monitored the industry. With a database dating
back to its founding, the RRR has the ability to look at
industry statistics spanning a quarter of a century. In
this month’s special feature, publisher Jim Cutts offers a 
retro spective of the RRR’s history, in conjunction with
the devel opment of the industry, and its future. The
article begins on page 7.

As a commem o ration, posted on RRR.com is a PDF
of the original issue of the Risk Retention Reporter, as
well as the 5th and 10th anniversary editions. See how
far the risk retention industry and the Risk Retention
Reporter has come during the last 25 years. The
historical issues can be found linked on the homepage
at www.rrr.com.

Connecticut Moves to Boost its
Presence in the Alternative Market

Officials in Connecticut are hoping to make the
state a new force in the captive market by expanding its
existing captive law. Connecticut origi nally passed a
captive law in 2008. The law was modeled after
Vermont’s statute and also provides for the formation
of risk retention groups. With its enactment,
Connecticut became the 28th state to have a captive law, 
but, at the time, few resources were allocated to support 
the law. 
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In late October 2011, the Connecticut legis lature
passed an economic devel opment bill that included a
measure which updated the state’s captive law.
“Having a compet itive law by which companies could
operate was an important component in our efforts to
elevate Connect i cut’s position in the captive market and 
solid ifies our strong position in the industry,” said
Catherine Smith, commis sioner of the Department of
Community and Economic Devel opment. Besides
updating the law’s original provision, the amendment
provides for a $7,500 tax credit to a captive in the first
year that it becomes domiciled in the state.

The reason for the long delay between the state’s
original captive law and recent initia tives is hard to pin
down. Health care reform took center stage in 2008,
which may have forced state officials to redirect their
attention from the newly enacted captive law. With the
appointment of Thomas Leonardi as head of the state’s
department of insurance in February 2011, estab lishing
a presence in the captive industry once again became a
priority. “It was one of his prior ities to see what could
be done to make the captive market more compet itive,”
said Smith.

In February, Connecticut Governor Daniel P.
Malloy included funding for three to four full-time
captive positions in his 2012 budget, which also
provided an additional 15 regulatory positions.
According to a spokes person from the Connecticut
Department of Insurance, the new captive division will 
ideally consist of a program manager, two examiners,
and a staff attorney. 

Creating a captive insurance unit within the state’s
department of insurance had been a part of the gover -
nor’s agenda for ‘Rein venting Connect icut’. “Since the
governor mentioned captives in his state of the state
address, interest has been high,” said Thomas F.X.
Hodson, president and chief executive officer of
Charter Risk Management Services LLC. “The goal is
to identify markets in Connecticut and neigh boring
states that can benefit from the use of a captive or other
alter native risk vehicle.”

Hodson helped to form the Connecticut Captive
Insurance Associ ation (CCIA) shortly after the 2011 bill 
was passed. “CCIA’s initial role will be to educate legis -
lators about the benefits that captives can bring to the
state and inform companies about how captives can
help them manage risk,” said Hodson. “As the market
evolves and new ideas emerge, the associ ation will also
act as a regulatory and legis lative advocate.”

According to Hodson, a consid erable amount of
interest has been expressed by both companies that are
consid ering re-domes ti cating their captives and organi -
za tions that are just exploring the idea of forming a
captive. The cost to maintain an offshore captive, and
concerns about the appearance of using an offshore

company as a tax vehicle, may be driving some of the
interest.

Connect i cut’s educated workforce and promi nence
in the insurance industry make the decision to launch
the state’s captives efforts “a no brainer,” according to
Hodson, who points to the large number of Connecticut 
license plates he has observed at a neigh boring state’s
captive conference. “The industry is here but has had to
go elsewhere to conduct business in the past.” 

While the hope is that Connect i cut’s efforts to
stimulate its captive market will generate new job growth
on the level of its neighbor to the north, the reality may be 
something different. However, it could soften the impact
of some of the downsizing that has happened in the tradi -
tional market as some of those individuals move into the
alter native market, and premium taxes that flow into the
state could be signif icant. 

“We’ve picked up the pace of our partic i pation in
confer ences and want to let the industry know that
we’re open for business,” said Smith. 
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Oregon Governor Signs Captive
Law

Oregon became the 35th U.S. state, including the
District of Columbia, to allow captives to domicile in
the state when Governor John Kitzhaber signed S.B.
1547 on March 27, 2012. The new captive law does not
allow for the formation of RRGs as captives.

Under the terms of the law, single-parent captives,
associ ation captives, branch captives, and captive
reinsurers can be based in Oregon once the domicile
becomes opera tional July 1, 2012.

Single-parent captives will have minimum capital
require ments of $250,000; associ ation captives will
require $750,000; and captive reinsurers will need $300
million. The Oregon Department of Consumer and
Business Services (DCBS), which will have oversight
over the captives, can also require a captive maintain
higher levels if it is deemed necessary.

Captives will be required to pay a $5,000 fee in lieu
of premium taxes. DCBS can raise that fee or scale it
based on a captive’s annual premiums.

The state will be required to examine any
Oregon-domiciled captive every three years. All
captives domiciled in the state must hold at least one
board meeting per year in Oregon.

Dennis P. Harwick, president of the Captive
Insurance Companies Associ ation, of Minne apolis,
Minnesota, said in regards to the new law and other
recent captive domicile devel op ments, “the push for
more states and countries to become domiciles for
captive insurance companies is testimony to the fact
that captives are a well-accepted component of the risk
management world.”

DCIA to Hold Mid-Year Forum in May
The Delaware Captive Insurance Associ ation will

be holding a conference, the Mid-Year Forum, in
Wilmington, Delaware from May 7 to May 8, 2012, at
the Sheraton Suites Wilmington. The short event is
intended to provide educa tional and networking oppor -
tu nities and to attract inter ested parties to Delaware. 

The main event will take place on Tuesday
morning, and will feature several panels. The first
called, “Licensing Your Captive in Delaware…and
Preparing for Exami na tions,” will feature key Delaware 
captive regulatory staff, including the captive director,
Steve Kinion. Another panel will feature A.M. Best
repre sen ta tives. Finally, the event will conclude with a
panel of Delaware captive managers and will endeavor
to get their point of view of doing captive business in
the domicile. 

For more infor mation about this event, go to:
www.delawarecaptive.org.
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States With Captive Laws
(States serving as RRG domiciles are in bold)

States With Captive Law Allows RRGs to Form
Under Captive Law?

Alabama Yes

Arizona Yes

Arkansas Yes

Colorado Yes

Connecticut Yes

Delaware Yes

District of Columbia Yes

Florida No

Georgia Yes

Hawaii Yes

Illinois No

Indiana No

Iowa No

Kansas No

Kentucky Yes

Louisiana Silent

Maine Yes

Michigan Yes

Missouri No

Montana Yes

Nebraska No

Nevada Yes

New Jersey No

New York No

Oklahoma Yes

Oregon No

Rhode Island Yes

South Carolina Yes

South Dakota No

Tennessee Silent

Texas No

Utah Yes

Vermont Yes

Virginia Silent

West Virginia Yes

Silent  = Law is silent as to whether RRGs can form as captives
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PGs Surpass 850 Mark
This month, purchasing group numbers have

surpassed 850 total active groups—the highest number
of groups ever reached. According to the Risk Retention
Reporter’s database, there are 853 PGs currently opera -
tional in all fifty states. 

PGs first surpassed the 800 mark, for a brief period,
in October 2001 with a total of 801 groups, but the
number had dropped to 794 by the end of that year. In
late 2000, a hardening market began an accel erated
wave of PG retire ments that drove the number of PGs
down to 659 by 2004. Purchasing group numbers have
been steadily climbing since 2004, but did not reach the
800 mark again until 2009, reaching 804 by the end of
that year. 

In 2010, PG forma tions dropped slightly and PG
retire ments increased, such that the number of
operating PGs only increased by four by year end.
However, in 2011, PG forma tions increased sharply,
almost to the 2008 levels, and retire ments dropped to
the lowest level recorded since the late 1980s. If the first
four months of 2012 is any indicator, the rest of 2012
should see the addition of another 35 to 40 groups. This
would bring the total number of groups very close to
900 by the end of 2012. 

Big Increase in Use of Captives for
Employee Benefits: Survey

The use of captives has become a more popular
risk-transfer vehicle for employee benefit exposures.
According to the Captive Insurance Companies
Associ a tion’s 12th Annual Captive Insurance Market
Study, slightly more the 80% of survey respon dents
said they use their captives exclu sively for employee
benefits or have placed some employee benefit risks
into it. The finding reflects a large increase over
previous years when respon dents reported minimal
usage for employee benefits. 

While the survey did not explore the reasons for the 
change, some of the increase in use of captives for
employee benefits may stem from the continuing
lackluster economy and high cost of tradi tional health
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Number of Purchasing Groups at Year End
from 2002 through April 2012

Purchasing Group Forma tions vs. Retire ments
(2002 to April 2012)

*

*

*Numbers through April 2012
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insurance policies, which have helped to boost the
appeal of putting medical stop loss coverage in
captives, according to Carol M. Pierce, vice president
and client and competitor analyst at Munich Re
America, who was involved in reviewing survey
results.  Uncer tainty about healthcare reform may also
have contributed to the increase. 

The purpose of the study, formerly known as the
CICA Fronting Survey, is to better under stand the
challenges faced by captive owners, partic u larly with
regard to their use of fronting and their purchase of
reinsurance. A total of 120 respon dents partic i pated in
the survey. Nearly 21% classified their organi za tions as
a risk retention group. 

“As the longest, continuous captive study, the
CICA survey provides captive owners with infor mation 
they can use as guidance in their opera tions,” said
Pierce. “Other than comparing themselves to tradi tional 
insurers, captives have no other industry-level infor -
mation to refer to when consid ering the next step in
their next devel opment.

This year’s increase in employee benefits is a good
example of the type of infor mation that can give captive 
owners some context for a discussion of the use of their
captive,” continued Pierce. 

Last year was also the second consec utive year in
which less than 50% of survey partic i pants reported
they use a fronting arrangement. Nearly 54% reported
they write policies directly. 

Partic i pants who use fronting arrange ments consis -
tently reported lower levels of satis faction with fronting 
services compared with the impor tance placed on those
services. For example, nearly 40% of partic i pants who
use fronting considered the claims handling support
from the fronting carrier to be ‘very important,’ but
only 22.6% said they were ‘very satis fied’ with the level
of service. 

Similar wide differ ences between the highest levels
of satis faction and impor tance were observed in service
support for policy language, under writing, degree of
autonomy granted in claims handling, and policy
language. Differ ences narrowed greatly when ‘satis fied’ 
service levels were included. For example, slightly more 
than 30% of partic i pants who use fronting considered
policy language support to be ‘very important,’ but
only 13.2% said they were ‘very satis fied’ with the level
of service. Nearly 70% however classified policy
language support as ‘impor tant’ or ‘very important,’
and nearly 68% said they were ‘satis fied’ or ‘very satis -
fied’ with the level of service.

Even with these differ ences between service and
satis faction, close to 70% of respon dents felt their
fronting arrange ments were reasonable priced. 

Nearly 55% of captives reported that they purchase
reinsurance for risks beyond their retention, thereby
“capital izing on a major reason touted for setting up a
captive—access to the reinsurance market,” according

to CICA survey. Excess of loss (74.6%) was the primary
type of reinsurance purchased. 

Policy holder retention and growth (18.3%) were
cited as the biggest challenge faced by captive owners.
Management at parent (14.8%) and regulatory issues
(10.4%) were also among partic i pants’ top concerns. 

Responses reflected captives in all major indus tries,
but more than two-thirds of partic i pating organi za tions
were in manufac turing (19.1%); healthcare (18.3%);
finance, insurance or real estate (16.6%); and other
non-healthcare services (13.8%). 

PPM Celebrates Twenty-Five Years
Serving Anesthesiologists

Preferred Physi cians Medical, Risk Retention
Group (PPM), a Missouri-domiciled RRG based in
Shawnee Mission, Kansas, is celebrating its 25th year
serving anesthe si ology profes sionals. PPM is the only
RRG that exclu sively serves the liability needs of
anesthe si ol o gists.

The company was founded in 1987 by an anesthe si -
ol ogist named David Schoenstadt, according to James F. 
Johnson, vice president, sales for PPM. Schoenstadt
recog nized that anesthe si ol o gists were subsi dizing the
loss experi ences of other specialists when they bought
medical malpractice policies in the tradi tional
insurance market. Yet because anesthe si ol o gists only
make up around 4% of the total population of MDs,
they were unable to get specially priced insurance from
the tradi tional carriers. When Congress enacted the
Liability Risk Retention Act of 1986, Schoenstadt decided
to form a RRG.

“We wanted to provide anesthe si ol o gists with an
avenue where they would no longer have to subsidize
the loss experience of the higher risk specialists,”
Johnson said.

PPM was origi nally formed as a mutual insurance
company, but was later reorga nized as a stock company 
and is owned exclu sively by its policy holders.
Twenty-five years later, the RRG is national in scope,
writing coverage in 38 states, and it took in over $40
million in premium last year.

As part of its milestone celebration, PPM is
helping to bring a unique exhibit of historic anesthesia
parapher nalia to Kansas City, in conjunction with the
KU Postgraduate Symposium on Anesthe si ology. The
exhibi t ,  ca l led “Get  Knocked Out  by the
Past—Historical Anesthesia Artifacts,” comes from the 
Wood Library-Museum of Anesthe si ology in Park
Ridge, Illinois and includes rare and unique anesthe si -
ology equipment, including a Thomas A. Edison
Etherizer and an 1877 Esmarch Chloroform Kit. Partic -
i pants in the symposium will get a private viewing of
the exhibit, which will run the weekend of April 13
and 14, 2012.
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CEO of the Quarter, Eric Dethlefs,
Cassatt RRG

The CEO of the Quarter is Eric Dethlefs, President
& Chief Executive Officer, Cassatt Risk Retention
Group, Inc. With over 25 years experience in insurance
and claims, Dethlefs has helped to create one of the
steadiest medical malpractice RRGs for hospitals.
Leading the RRG during its transition from TPA to
in-house admin is tration, Dethlefs has important advice
about sustaining a well-managed, successful RRG.
Article begins on page 9.

Risk Retention Roundup
This month one new risk retention group was

added to the RRR listings, and five RRGs were deleted,
taking the total number of RRGs down to 246. Five new
purchasing groups were added to the RRR listings, and
no PGs were deleted, bringing the total number of PGs
up to 853.

The new risk retention group is Spirit Commercial
Auto RRG, Inc., which is domiciled in Nevada and is
providing commercial auto liability and commercial
general liability for trucking companies.

The five new purchasing groups cover five different 
business areas. Arizona Plastic Surgeons RPG (AZ),
insured by Mutual Ins. Co. of Arizona (AZ), is
providing medical profes sional liability for surgeons
who perform plastic and/or recon structive proce dures.
Kansas Independent Oil & Gas Associ ation RPG (KS)
is providing auto liability, excess umbrella liability, and 
pollution liability for lease operators, servicing and
completion contractors, drilling contractors, and oilfield 
supply firms.

Pollution Liability Under writing for Self-Storage,
Inc. (PLUSS) (AZ), insured by  American Intl. Group
(NY), is providing pollution liability for self-storage
units. Rebound Risk PG, Inc. (DE), insured by Allied
World Assurance Co. US, Inc. (DE), is providing excess
compre hensive general liability and umbrella liability
for members who are owners or managers of
commercial and residential real estate who have similar 
exposures: for bodily injury and/or property damage;
through appli cable ordinances and regula tions; to their
mainte nance staff. Select Financial Sales & Services
PG (AZ), insured by Quanta Specialty Lines Ins. Co.
(IN), is providing profes sional liability for individuals
involved in the sale, attempted sale or service of term
life insurance, accident & health insurance, managed
health care entities contracts, disability income
insurance, and long-term care insurance.
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Here’s to 25 Years with the Risk Retention Industry and to 25 More
By James A. Cutts, Pub lisher, Risk Re ten tion Re porter

Twenty five years ago this month, the Risk Retention 
Reporter (RRR) published its first issue. Formed six
months after President Ronald Reagan signed the 1986
Liability Risk Retention Act (LRRA) into law, the RRR,
and the sister publi ca tions that have followed it, have
served as an author i tative infor mation source for the
vigorous new industry that was brought into being by
the LRRA. It is an appro priate time to look back over
those 25 years to describe the history of the Risk
Retention Reporter as well as to examine some recent
trends which may indicate the future prospects for risk
retention groups (RRGs) and purchasing groups (PGs).

History

The Risk Retention Reporter began as a joint venture
between what was then the Independent Insurance
Agents and Brokers of California (Big I), a trade associ -
ation repre senting California agents and brokers (that
has since changed its name to IBA West), and Insurance 
Commu ni ca tions, a Pasadena, California-based firm
founded by my wife, the late Karen Cutts.  Karen was
an attorney who graduated from law school summa
cum laude and as class valedic torian but had decided
by the early 1980s that practicing law was not her
calling. She took a part-time position as editor and
associate publisher of the Insurance Journal located
then in our home town of Pasadena, California. The
idea for the RRR was born on Valen tine’s Day, February 
14, 1987, at a NAPSLO Mid-Year meeting held at the
Del Coronado Hotel in San Diego, California. The
meeting included a panel discussion on the recently
enacted LRRA in which panelists discussed the likely
impact of the Act on the insurance market place as well
as the legal and regulatory issues that might arise as
risk retention groups and purchasing groups began
exercising the preemp tions prescribed under the act. 

That same evening, I remember receiving an excited 
telephone call from Karen, who was attending the
conference and who had already conceived not only the 
idea of the journal, but also the name, Risk Retention
Reporter. It was just the oppor tunity that Karen had
been looking for. While she was fasci nated with the
property casualty insurance industry, she had little
occasion to exercise her legal skills when reporting on
the tradi tional insurance market place. The risk
retention market place, on the other hand, was going to
raise many complex legal and regulatory issues, and
she felt uniquely qualified for digesting and commu ni -
cating them to a critical profes sional audience.

On Karen’s return to Pasadena, she and I discussed
the scope of the Risk Retention Reporter. Drawing on my
technical background, I proposed that in addition to the 
legal emphasis, there needed to be a database of RRGs
and PGs showing their relation ships to states of
domicile, in which states they were regis tered, which
insurers insured or reinsured them, and which 
“Business Areas” they served. I developed the first
version of the Risk Retention Devel opment Database
(R2D2) that was used to produce the first Risk
Retention Monthly Update. [Editor’s note: see a complete
PDF copy of the very first RRR at www.rrr.com.]

Over the next 15 years, under Karen’s leadership,
and under the sole ownership of Insurance Commu ni -
ca tions, readership of the Risk Retention Reporter swelled 
and several new publi ca tions were intro duced that
addressed the needs of both PGs and RRGs. I handed
over the devel opment of R2D2 to a profes sional
software developer and from there on maintained a low 
profile as the Senior Editor of the Risk Retention Reporter,
performing the final review of every issue. Between
January 2001 and May 2007, I appeared on the
masthead under the pseudonym Horace Batchelor, an
obscure (to Americans) scam artist who adver tised on
Radio Luxem bourg—the only rock-and-roll station
acces sible to British teenagers in the early 1960s. The
RRR Batchelor was abruptly retired after a casual
Google search revealed that he was no longer as
obscure as hitherto thought.   

Recent Developments 

In July 2009, Karen was hospi talized with jaundice
and diagnosed with inoperable Stage IV pancreatic
cancer. She took a medical leave of absence and
undertook a series of chemo therapy treat ments.  I took
the helm as publisher and Karrie Hyatt, then the
associate editor,  took over as managing editor. Despite
promising results from the initial chemo therapy treat -
ments, Karen’s condition declined rapidly in December
2009 and she passed away in February 2010. In a letter
to subscribers, published in the February 2010 RRR,
I committed to continuing to serve the industry
that Karen loved and to sustain the standards of
insightful and accurate reporting for which she was
widely recog nized.

Fulfilling this commitment has been a challenge. In
the first year the focus was mainte nance of the quality
of the publi ca tions, and recruiting and training the staff
needed to produce them. In May 2011, the Risk Retention 
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Reporter moved to new and more spacious quarters in
Pasadena to facil itate an expansion of support staff.  In
October 2011, the company intro duced the first new
product in five years, the Risk Retention Legal and
Regulatory Compendium in collab o ration with the
National Risk Retention Associ ation. The RRR was
cited, and our staff were consulted, on the recent
Government Account ability Office (GAO) report on the
RRG industry that was released in January. Next
month, May 2012, the RRR will mark an important
milestone towards the completion of its new data
system, Risk Retention Infor mation System (RRIS), a
web-based database that replaces the original R2D2
system, when the Risk Retention Group Directory and
Guide will be produced from RRIS for the first time. 

The Future  

Five years ago, when we last published an
anniversary issue, we noted that the number of RRGs
profiled in the 18th edition of the Risk Retention Group
Directory and Guide had grown to 240 compared to only
74 five years earlier. In the 23rd edition, to be published 
in May, including four years dominated by the Great
Recession, that number has grown to only 247.
However, there have been other changes pointing to the 
resil ience of the industry. In 2010, the total admitted
assets for risk retention groups grew to $7,327M, a gain
of 7.0% over the previous year. In surplus, also in 2010,
it grew to $2.983B, a gain of 10.2% over the previous
year. The number of active PGs has also been growing
rapidly in the past year and this month will top 850.

In the last five years, there has also been an
increasing realization that  the homoge neity
requirement is proving to be as important to the success 
of RRGs and some PGs as the preemption of state
regulation.  Limiting membership of RRGs and PGs to a 
homoge neous industry group permits informed under -
writing, risk management practices rooted in an
intimate appre ci ation of industry risks, and a culture
that is prepared to contest unfounded claims. The fact
that RRG owners also have skin in the game
undoubtedly accounts for the profit ability of most
RRGs leading to their strong financial position.  But
many of these strengths are concen trated in the more
mature, medium-sized and larger RRGs, and it will be
important looking forward to the next five years to see
if these same attributes can be achieved by RRGs in
their early years.      

We at the RRR will continue to pursue our mission
as the author i tative infor mation source for the risk
retention industry.  We antic ipate that both the nature
and the form of that infor mation will change as the infor -
mation technology revolution continues. We invite you
our readers to provide us feedback on what infor mation
is most important to you and how you would like to
receive it.  We also hope to dialog with you more fully in 
future on the enduring contro versies that make this the
most intriguing segment of the insurance industry.  
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I was hired by Karen Cutts in 2005 to help put
together the Risk Retention Group Directory & Guide.
Karen had decided that she needed help with the
Directory, which she had always put together herself,
because the number of RRGs had doubled in recent
years and she could no longer do it all herself. After the 
Directory went to press, she kept me on to help with
the Risk Retention Reporter and the Purchasing Group
Users' Handbook.

It was an inter esting time to be intro duced to the
world of risk retention. I became involved as the
industry was experi encing exponential growth, and
now, after several years of watching the industry
struggle through the recession, I have an even broader
knowledge of just what makes risk retention groups
and purchasing groups tick. It is knowledge that I hope 
to expand upon in order to keep the Risk Retention
Reporter the quality publi cation that it is known to be. 

Taking over as managing editor following such a
well-known and well-respected person  is not an easy

transition to make. However, Karen and I worked
closely together during her last years and that made
my entry into the position a little bit easier, for I was
intimately familiar with the standards that Karen set
for herself and her company, and I applied those
same standards to myself. 

After 25 years of being the leading journal for the 
risk retention industry, my hope is for the Risk
Retention Reporter to continue to live up to Karen’s
high standards and to be the leading journal for 25
years more. It has been my privilege to help expand
the RRR’s sister publi ca tions from four to seven. Now 
I would like to see the Risk Retention Reporter reach
ever farther to those working with PGs and RRGs. It
has been an honor to be a part of the Risk Retention
Reporter for seven of its 25 years, and it will be a
pleasure to be involved in the future.

Karrie Hyatt
Managing Editor

Mes sage from the Man ag ing Ed i tor

SAMPLE



April 2012 -9- Risk Re ten tion Re porter

Cassatt Risk Retention Group—A Medical Malpractice Success Story
Fea tur ing Eric Dethlefs, Pres i dent & Chief Ex ec u tive Of fi cer, Cassatt Risk Re ten tion Group, Inc.

Medical Profes sional Liability has been one of the
most challenging lines of insurance for many years, but
the track record of Cassatt Risk Retention Group under
the leadership of Eric Dethlefs, president and CEO,
proves that disci plined claims and risk management can 
build a stable, finan cially strong insurer to serve
member hospitals and their staffs. 

Cassatt RRG has its roots in the 1990s when several
non-profit hospitals in the suburban areas surrounding
Phila delphia formed a risk retention group to provide
medical malpractice insurance as tradi tional carriers
were exiting the market. The original RRG was
organized by VHA, a nationwide network of
community health systems. to serve the hospitals. In
1997, the hospitals converted the company to VHA Risk 
Retention Group, Inc. and retained VHA as the third
party admin is trator. 

Dethlefs got into insurance right out of college and
quickly developed a reputation as an expert in claims
management. After stints at the Franciscan Health
System and PHICO, where he learned the pitfalls of
med mal as the company was forced into liqui dation, he 
joined VHA in 2003, just before the group changed its
name to Cassatt RRG. In 2005, VHA decided to get out
of the management business. The hospitals brought
Dethlefs on board to oversee the transition to in-house
management.

Today, Cassatt is one of the most successful RRGs
in the business, due in no small part to Dethlef’s
leadership and backed up by an active Board whose
members are the heads of the member hospitals. The
Cassatt Group is composed of Cassatt RRG Holding
Company, Cassatt RRG, Inc., and Cassatt Insurance
Company, Ltd. Cassatt Holding Company is respon -
sible for most management functions. Cassatt RRG is
the risk bearer. Cassatt Insurance Company, Ltd.
reinsures Cassatt RRG, the primary risk bearer, and also 
provides excess layers of insurance to the RRG
members. The group’s audited results as of June 30,
2011, provide an outstanding example of what a RRG
can accom plish with disci plined management in a
tough line of business. The group reported net capital
and surplus of $102,005,000—almost four times net
earned premiums of $26,779,000 along with total assets
of $283,492,000 and loss reserves of $181,120,000.

What are the keys to Cassatt’s success in a business
where many others have failed, including some RRGs? 

1. Take control of the claims process. Fair and firm 
handling of claims is a top priority at Cassatt. “Simply
stated—manage the process. Don’t let the process
manage you,” said Dethlefs. “Don’t let the attorneys
make the decisions,” he added emphat i cally. Cassatt
has a claims executive and four profes sional claims
managers on staff backed up by a Claims Advisory
Committee composed of 10 physi cians. The staff
oversees handling of all claims and the advisory
committee meets monthly to review every claim. The
defense attorneys take their direction from the profes -
sional staff. The results set a high standard for any
company in the med mal insurance business. Cassatt
has a great claims record—65% of cases dismissed, 30%
settled. The six cases tried before juries resulted in
verdicts for the company. In the critical area of
obstetrics, claims per 10,000 births in Cassatt-insured
hospitals declined 20% over the last four years. The
company also has achieved notable success in the
highly vulnerable Emergency Depart ments. With over
320,000 visits annually to Cassatt-insured emergency
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Eric Dethlefs
President & Chief Executive Officer

Company: Cassatt Risk Retention Group, Inc.

Organi za tional Structure: Stock insurance
company

Education: BA Political Science, Westchester
University; MBA, St. Joseph’s University,
Phila delphia

Experience: More than 25 years in the insurance
business with a strong focus on claims
management

Proudest Profes sional Achievement:
Transit ioning the RRG from third-par ty
admin is trat ion to in-house profes sional
management, hiring expert staff, setting up
robust gover nance, and engaging members in a
pro-active business model.

Greatest Profes sional Challenge: Trying to figure 
out how to operate success fully in an uncertain
environment as healthcare changes
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rooms, the claim rate per 100,000 visits has declined
nearly 40% in the last four years.

2.  Devote signif  icant  resources to risk
management. Cassatt’s profes sional risk managers,
along with a chief medical officer and a physician
leadership advisory group are respon sible for a number 
of initia tives that reduce claims and improve patient
care. In obstetrics, for example, the company’s OBGYN
Physician Advisory Group and Maternal-Child Health
Advisory Group meet regularly to discuss patient safety 
topics and to work on OB-related initia tives. The focus
has been on improvement of emergency OB drills,
management of obesity in pregnancy, and improved
commu ni ca tions. Over the past couple of years, the
co-chairs of Cassatt’s Emergency Department
Discussion Forum worked with Controlled Risk
Insurance Co. of Vermont, Inc. (A RRG), the RRG that
covers Harvard-affil iated hospitals, to produce a white
paper on physician-nurse commu ni cation in the
emergency department to minimize diagnosis-related
errors. “We’re taking our positive experience with
managing obstetrics to the next level in a new initiative
in emergency care,” Dethlefs noted. The company also
provides risk management guidance to physi cians to
help with clinical care in their offices including adverse
events and incident reporting, infection control
processes, and the electronic medical records transition.
Continuing education also is an integral part of risk
management at Cassatt with a number of programs that 
provide continuing education credits for physi cians,
nurse practi tioners, and other hospital profes sionals.

3. Manage all major functions in-house. “I’m a
strong believer in managing with a profes sional staff
devoted exclu sively to serving the interests of Cassatt’s
hospitals,” said Dethlefs. Claims, risk management,
under writing, invest ments, admin is tration all are
managed directly by employees of the Cassatt Group.
The results certainly justify his commitment to internal
management. Dethlefs acknowl edges that many RRGs
are too small to support an in-house staff. However, he
believes that as a RRG grows, it should take control of
management rather than farm it out to a third party
admin is trator.

4. Build a strong financial base. Creating fully
adequate loss reserves and growing capital are
continuing top prior ities for Dethlefs. As a result,
Cassatt’s member hospitals are well protected against
the calam itous claims that sometimes occur in medical

malpractice. Given the RRG’s large cash position and
investment portfolio, why haven’t they declared
dividends? “Our job is to meet the profes sional liability
insurance needs of our members in areas of practice
that are vulnerable to major claims and litigation, so we
would rather reserve adequately and build capital to
meet emergencies than pay dividends,” Dethlefs
answered. “We must keep top of mind the need of our
members for funding their malpractice exposure.” The
company does apply experience-related premium
credits to members.

5. Directly involve leaders of member companies
in gover nance and advisory roles. The Boards of the
three companies that make up the Cassatt Group are
composed of CEOs from all the hospital members and
related senior execu tives. Cassatt makes more use of
advisory groups from member companies than many
other RRGs. “We believe in commu ni cation at all levels
and in taking full advantage of the expertise available
in our membership. The advisory groups are respon -
sible for many of the initia tives that reduce losses and
improve care.” 

Cassatt insures nine hospitals and 1,200 physi cians.
Some 90% of the physi cians are direct employees.
Premiums are based on each insti tu tion’s claims
experience and exposure data such as the number of
births, emergency room visits, and in-patient stays. 

Looking ahead, Dethlefs and his Board are inter -
ested in growing the number of hospitals insured. They
are also looking to insure more independent physi cians. 
Dethlefs explained, “We will grow selec tively but we
don’t want to move outside the territory we know, and
we’re only inter ested in hospitals with a strong focus on 
patient safety where the CEO is prepared to be an active 
member of our Board.” 

Asked his advice to startup or early stage RRGs,
Dethlefs said, “If I were starting a risk retention group
today, I would select a highly reputable domicile like
Vermont to guide me, seek advice from other successful 
RRGs, hire an experi enced actuary to help create a
funding model, and surround myself with the best
experts available. I would advise the sponsor of any
new RRG to transition from external to in-house,
profes sional management when the company develops
suffi cient critical mass.” 

12-52

SAMPLE



April 2012 -11- Risk Re ten tion Re porter

Summary of Risk Retention Activity: This month one new risk retention group was added to the RRR listings, and five RRGs were deleted, taking the total number
of RRGs down to 246. Five new purchasing groups were added to the RRR listings, and no PGs were deleted, bringing the total number of PGs up to 853. [The
reason for a change or deletion in a RRG or PG listing appears in boldface following each listing.]

NEW RISK RETENTION GROUPS  
Spirit Commercial Auto RRG, Inc. (NV): Commercial Auto
Liability, Commercial General Liability for trucking companies -
Accessible directly to insureds. Contact Troy Winch (800) 226-0793.
CO, NV, TN 

CHANGES TO RISK RETENTION GROUPS 
Crystal Run Reciprocal RRG (VT): Professional Liability for
physicians affiliated with Crystal Run Health Care LLP - Accessible
directly to insureds. Contact Derick White (802) 860-1958. VT 
(New Con tact and Phone Num ber) 

IU Health RRG (SC): Commercial General Liability, Physicians
Professional Liability, Primary Hospital Liability for IU Health
systems. - Accessible directly to insureds. Contact Robert Johnson
(843) 557-1030. SC [Formerly: Clarian Health RRG]
(Name Change) 

New Star RRG, Inc. (SC): Medical Professional Liability for
employed/non-employed physicians practicing at Novant facilities in
N.C. - Accessible directly to insureds. Contact Sharon Daust (313)
393-6528. SC 
(New Con tact and Phone Num ber) 

RETIRED RISK RETENTION GROUPS 
BMC Community Physician Program RRG, Inc. (DC): Medical
Malpractice, Professional Conduct Review for selected Boston Medical 
Center non-employed physicians & their employees - Accessible
directly to insureds. Contact Ed Christiansen (617) 638-7928. 
(Vol un tary Dis so lu tion - Cease op er a tions, in run off) 

Medical Insurance Underwriters RRG, Inc. (AZ): Professional
Liability for emergency room physicians of Indiana-based Unity
Physician Group - Accessible directly to insureds. It is also accessible
and commissionable to agents and brokers. Contact W. Rae Brown
(602) 337-6247. 
(Merg ers and Con ver sions - Merger into an other RRG) 

Physicians Benefit Resources RRG, Inc. (NV): Medical
Malpractice, Professional Liability Accessible directly to insureds. It is 
also accessible and commissionable to agents and brokers. Contact
Lawrence F. Mohn (248) 681-9320. CO, GA 
(Vol un tary Dis so lu tion - Cease op er a tions, in run off) 

Scaffold Industry Insurance Co. RRG, Inc. (DC): Excess
Liability, General Liability for scaffolding distributors, lessors and
manufacturers - Accessible directly to insureds. It is also accessible
and commissionable to agents and brokers. Contact Mary Claire Goff
(877) 587-1763. CA, CO, DE, GA, HI, IL, MN, MT, NV, NY, SC, TN, 
VT 
(In sol ven cies - Liq ui da tion) 

The Ordinary Mutual, A RRG Corp. (VT): Auto Liability,
Directors And Officers Liability, Errors And Omissions, General
Liability for 12 Roman Catholic dioceses of the U.S. Catholic
Conference - Accessible directly to insureds. Contact Dennis H.
O’Hara (415) 536-8440. CA, VT 
(Vol un tary Dis so lu tion - Cease op er a tions, in run off) 

NEW PURCHASING GROUPS 
Arizona Plastic Surgeons RPG (AZ): Medical Professional
Liability for surgeons who perform plastic and/or reconstructive
procedures - Mutual Ins. Co. of Arizona (AZ). Contact Chris A.
Herstam (602) 262-5311. 

Kansas Independent Oil & Gas Association RPG (KS): Auto
Liability, Excess Umbrella Liability, Pollution Liability for lease
operators, servicing and completion contractors, drilling contractors,
and oilfield supply firms - Contact Ray Merz (316) 267-9221

Pollution Liability Underwriting for Self-Storage, Inc.
(PLUSS) (AZ): Pollution Liability for self-storage units - American
Intl. Group (NY). Contact Randy Tipton (800) 844-2101. 

Rebound Risk PG, Inc. (DE): Excess Comprehensive General
Liability, Umbrella Liability for members who are owners or managers
of commercial and residential real estate who have similar exposures:
for bodily injury and/or property damage; through applicable
ordinances and regulations; and to their maintenance staff - Allied
World Assurance Co. US, Inc. (DE). Contact Martha Madera (516)
535-4460. 

Select Financial Sales & Services PG (AZ): Professional
Liability for individuals involved in the sale, attempted sale or service
of: term life insurance, accident & health insurance, managed health
care entities contracts, disability income insurance, long-term care
insurance, etc. - Quanta Specialty Lines Ins. Co. (IN). Contact Lynette
Marcel (714) 939-7448. 
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CHANGES TO PURCHASING GROUPS 
American Healthcare Professions PG Assn. (IL): Professional
Liability for allied health professionals - Liberty Ins. Underwriters
(IL). Contact Diana Ivey (212) 345-4440. CA, CO, DE, GA, HI, IL,
MN, MT, NV, NY, SC, TN, TX, VT 
(De leted Car rier (s)) 

American Society of Health System Pharmacists RPG (IA):
Professional Liability for pharmacists - Not accessible to agents and
brokers. Liberty Ins. Underwriters (IL). Contact Diana Ivey (212)
345-4440. CA, CO, DE, GA, HI, IL, MT, NV, NY, SC, TN, TX, VT
[Membership in American Society of Health System Pharmacists
required for membership in PG] 
(De leted Car rier (s)) 

ANA/SNA PG ASSN. (IL): Professional Liability for any business,
trade, product, service, etc. invl. del. of nursing services - Liberty Ins.
Underwriters (IL). Contact Diana Ivey (212) 345-4440. CA, CO, DE,
GA, HI, IL, MN, MT, NV, NY, SC, TN, TX, VT 
(De leted Car rier (s)) 

Beauty Health & Trade Alliance (IL): General Liability,
Professional Liability for businesses & individuals engaged in fields
related to touch, incl. massage - Colony Ins. Co. (VA), Columbia
Casualty Co. (IL), Essex Ins. Co. (DE), Evanston Ins. Co. (IL), Great
American Ins. Co. (OH), Lloyd’s Syndicates (GBR). Contact Daniel V. 
O’Leary (312) 251-1013. CA, CO, DE, GA, HI, IL, MN, MT, NV, NY, 
SC, TN, TX, VT 
(De leted Car rier (s)) 

HARP, Inc. (DE): Excess Liability, Umbrella Liability for restaurants, 
hotels & motels in U.S. - Accessible and commissionable to agents and 
brokers. Natl. Surety Corp. (IL), Westchester Fire Ins. Co. (PA).
Contact Carl Gerson (201) 661-2000. CA, CO, DE, GA, MN, NV, NY,
SC, TN, TX 
(New Con tact and Phone Num ber) 

Insurance Plus Risk PG, LLC (DE): Commercial General Liability 
for members who are massage therapists - Underwriters at Lloyd’s of
London (GBR). Contact Kevin McCarthy (904) 285-6020. CA, CO,
DE, HI, MN, MT, SC, TN, VT 
(New Con tact and Phone Num ber) 

Professional Counselors PG, Inc. (DE): Professional Liability for 
mental health counselors - Not accessible to agents and brokers. Allied 
World Assurance Co. US, Inc. (DE), American Home Assurance Co.
(NY), Darwin Natl. Assurance (DE), New Hampshire Ins. Co. (PA).
Contact Tara Frucci (631) 691-6400. CA, CO, DE, GA, HI, MN, MT,
NV, SC, TN, TX, VT 
(De leted Car rier (s)) 

TimberSure PG, Inc. (DE): Auto Liability, General Liability,
Umbrella Liability for contractors in the logging industry - Liberty Ins. 
Underwriters (IL). Contact Jeremiah J. O’Donovan (410) 423-4477.
CA, CO, DE, GA, MN, SC, TN, TX 
(De leted Car rier (s), New Car rier (s)) 

Truckers Benefits Risk PG (NE): Commercial Auto Liability,
Commercial General Liability, Non-Trucking Use Liability for
members who are individual or corporate owner/operators in trucking
industry - Great West Casualty Co. (NE). Contact Randall Oligmueller
(402) 494-7437. CA, CO, GA, IL, MN, MT, NV, TN, TX 
(New Con tact and Phone Num ber) 

Unified Properties PG (DC): Auto Liability, Directors And Officers 
Liability, Employment Practices Liability Insurance, General Liability,
Umbrella Liability for owners and managers of commerical property -
Accessible and commissionable to agents and brokers. American
Guarantee & Liability (NY), Chartis Specialty Ins. Co. (IL), Liberty
Ins. Underwriters (IL), Liberty Surplus Ins. Corp. (NH), Natl. Union
Fire Ins. Co. of Pittsburgh, Pa. (PA), Navigators Ins. Co. (NY). Contact 
Janice Campbell Pierce (281) 367-0380. CA, CO, DE, GA, IL, MN,
MT, NV, NY, TN, TX, VT 
(Ad di tional Car rier (s)) 

The Risk Re ten tion Re porter mon i tors risk re ten tion ac tiv ity in four teen states. These states - known as “pulse point” states - are Cal i for nia, Col o rado,
Del a ware, Geor gia, Ha waii, Il li nois, Min ne sota, Montana, Ne vada, New York, South Carolina, Ten nes see, Texas and Ver mont. The RISK RE TEN TION
MONTHLY UP DATE lists new risk re ten tion groups and pur chas ing groups as well as changes in in for ma tion for ex ist ing groups. A com plete list of RRGs
and PGs is pub lished in Jan u ary, April, July and Oc to ber. “Pulse Point” states mon i tored by the RRR are listed at the end of each list ing. RRGs and PGs
may have filed or be op er a tional in non-mon i tored states. To as cer tain this in for ma tion, con tact the group di rectly or the in sur ance department in the state
for which infor mation is sought.
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