
Environmental Insurance
Products as Strategic Tools
and Revenue Enhancers

Environmental insurance has grown from a
niche specialty into a mature mainstream
product line that now represents a significant
source of business for many insurance
companies and an important component in
the overall insurance and risk management
strategies of many organizations. The growth
of this market reflects a change from the
reactive nature of the original product
offerings to a much more strategic approach
represented by the wide range of product
alternatives available today.

The market’s origins were tactical. “Write
back” solutions were created following the
introduction of absolute pollution exclusions
to commercial general liability policies in the
mid-1980s. In the years that followed, the
market evolved to respond to changing
legislation and increasing corporate
awareness, developing a much broader suite
of products capable of addressing a growing
range of environmental liabilities.

Now, forward thinking companies are using
environmental insurance products as strategic
tools and deal enablers to deliver competitive
advantage. The more creative and practical
uses of these products started with their
application in real estate and M&A
transactions. Transaction parties that began
using insurance to transfer environmental
liabilities were able to avoid price discounting
and seller indemnities. Companies were able
to arbitrage the increased value of their deals
against the price of the premium.

Engineering firms and developers are also
using insurance products to deliver cost
certainty in development and cleanup projects.
Careful application of these products has
enabled firms to consider more innovative
contract mechanisms. In the late 1990s,
engineering firms started to offer new Liability
Transfer or Insured Fixed Price solutions that
not only responded to a prevalent client need,
but also provided opportunities for
differentiation and increased profit margins.

Ken Radigan, Vice President with AIG
Environmental, reports that "Now, more then
ever, engineering companies are able to offer
their clients long-term fixed costs solutions
which are backed by insurance products. These
products can offer finality to a company’s
environmental liabilities. There has been a
significant increase in the number of
engineering firms using this mechanism over
the past couple of years.”

As the uptake of these Liability Transfer
solutions increases, the engineering firms and
their insurance advisers are becoming more
creative in insurance program design. This in
turn allows companies to explore new
outsourcing applications.

In addition to private sector applications, it is
becoming more common for federal
government agencies to use Liability Transfer or
performance-based contracts with
environmental insurance. Approximately 30
percent of the US Army’s remediation contract
solicitations issued in relation to operating
bases in 2004 will be performance-based. This
is expected to increase to over 50 percent in
2005, which equates to around $250 million in
cleanup contracts. The latest round of military
base closures, recently announced, will provide
many more Liability Transfer opportunities.
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As the uptake of these Liability
Transfer solutions increases,
the engineering firms and
their insurance advisers are
becoming more creative in
insurance program design.
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Engineering firms able to offer these services and capitalize on
the opportunities presented by environmental insurance
products have derived competitive advantage and a good
financial return. A review of relevant industry performance
tables (i.e., Engineering News-Record’s Top 200 Environmental
Firms) confirms the bottom line benefits to those firms that have
had the foresight to make the investment.

Secured Creditor Coverage –
Is Anybody Out There? 

Everything in the insurance business is cyclical and Secured
Creditor (SC) coverage is no exception. Originally offered by a
limited few pollution liability insurance carriers in the late 1990s,
SC insurance subsequently became a staple for many real estate
lenders who were concerned about environmental liabilities and
their potential impact on collateral properties. Then, in the spring
of 2004, AIG, one of the major players in the field, announced
that it would no longer offer the coverage. Although still actively
offering other pollution liability insurance products to the real
estate industry, AIG no longer considered SC a viable part of its
underwriting business.

Currently, there are still a few carriers offering SC products. Given
the limited market, however, a buyer can expect fairly rigorous
underwriting protocols and increasing rates. Summarized below
are those markets that currently offer an SC product, including
terms, capacity and general coverage specifications. For a more
detailed explanation of these policies, including any limitations
or exclusions, and how they might address your specific needs,
please contact a Willis professional in your area (See the list
below or the Environmental page under Services on
www.willis.com.)  But first, a brief general description.

Secured Creditor policies are designed to expedite and secure
loans by protecting lenders against any direct losses or collateral
value impairment as a result of environmental contamination.

Following a loan default, if an environmental problem is revealed
or discovered, these policies typically cover the outstanding loan
value or the estimated cleanup costs. They also provide lender
protection (e.g., third-party claims or cleanup expenses) in the
event of foreclosure.

Zurich Environmental – Securitization Collateral
Protection and Environmental Liability Insurance

Zurich’s policy is designed to address the needs of loan
originators, investors, trustees and servicers that participate in
the commercial mortgage-backed securities market. In the
aftermath of a loan default, and prior to foreclosure, the policy
will pay the lesser of the outstanding loan balance or estimated
environmental cleanup costs due to pollution conditions on the
covered property. Zurich offers a unique enhancement: if the
estimated cleanup costs are at least 50 percent of the outstanding
loan balance, it will pay either the outstanding loan balance or the
estimated cleanup costs, whichever the insured chooses.
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Evolution of Environmental Insurance

Engineering firms able to offer these services
and capitalize on the opportunities
presented by environmental insurance
products have derived competitive
advantage and a good financial return.



In addition, on-site cleanup coverage is provided for claims made
after foreclosure, as well as coverage for third-party bodily injury
and property damage claims, including legal defense expenses.
Zurich indicates that it will provide coverage for unknown
contamination as well as known and disclosed contamination.
Zurich can also offer policy periods to match loan amortization.
Other enhancements include deductibles starting at $0, free
assignment to successor lienholders, trustees or servicers with
follow-up notice, and natural resource damage coverage.

Total capacity available from Zurich is $50 million on any one policy.

XL Environmental – Real Estate Lenders Policy

XL’s policy is designed to cover mortgage impairment as a result
of pollution conditions, provided that a default occurs, pollution
conditions are first discovered or a claim is first made during the
policy period. The insured must also provide timely notice to XL.
Mortgage impairment is defined as the lesser of remediation
expense or any outstanding balance on the loan owed to the
insured by the borrower from the date that default is reported to XL.

The policy is also designed to cover loss associated with third-
party bodily injury and property damage claims, including legal
defense expense. Policy terms can be structured to match the
term of the loan; however, XL will cap the term at 10 years.
Coverage for diminution of third-party property value is included.
XL can write coverage if pollution conditions are known to exist
at the covered location on a case-by-case basis.

Total capacity available from XL is $50 million for any one policy.

Quanta US Holdings –
Lender Environmental Site Protection

The Quanta policy can protect commercial mortgage lenders
from loss due to environmental conditions at a property used to
secure a loan. In the event of default and discovery of
environmental damage at the covered property, the policy
reimburses the lender for the unpaid loan amount or, following
foreclosure, for on-site remediation costs. As an option, the
coverage can be structured to pay the lesser of either the unpaid
loan amount or remediation costs.

The policy is also intended to protect the lender against third-
party liability claims arising from pollution incidents on the
covered property. Coverage for natural resource damages and
diminution of third-party property value may also be included.
Policy terms of up to 10 years are available, although longer
terms can be considered on a case-by-case basis.

Total capacity available from Quanta is $50 million for any one policy.

Chubb Environmental Solutions

The Chubb policy is designed to protect the insured for the
balance due on a loan, resulting from discovery, prior to
foreclosure, of environmental damage at the insured site if the
loan secured by the insured site is in default. The Chubb policy
is also intended to protect the insured for claims for bodily injury,
property damage and remediation costs from pollution incidents
on, under, or migrating beyond the boundaries of the insured
site. Additionally, the policy will respond to remediation costs,
after foreclosure, resulting from the discovery of a pollution
incident.

Coverage for natural resource damages and diminution of third-
party property value are also included. Policy terms of up to 10
years are available. Coverage on a single-site basis is currently
under consideration.

Total capacity available from Chubb is $15 million for any one policy.

Information Requirements

In order to obtain quotes for SC coverage, insureds typically need
to provide the following information:

• Existing environmental studies or documentation
• The insured’s environmental risk management program
• Two years of audited financial statements for the insured and

the borrower
• Completed application including information such as the

loan amount, loan to value ratio, lender’s credit evaluation of 
the borrower, etc.
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While the Secured Creditor market may not be
as vibrant as it was five to seven years ago,
there are still options.



Foreclosing Thoughts 

There are still several companies offering SC coverage. Each of
the markets offering this product will have slightly varying
underwriting appetites in terms of the acceptable environmental
condition of the subject properties (i.e., extent of known or
potential pollutants). In addition, they may favor single sites,
portfolio accounts or both.Whether the available coverage terms
for a given real estate deal will work for your particular needs
can only be determined by investigating the options. And while
the Secured Creditor market may not be as vibrant as it was five
to seven years ago, there are still options.

New Product Development: A Wider Exit
from Legacy Liabilities

New developments in the environmental insurance market will
allow more organizations to take advantage of Environmental
Liability Transfer solutions. These outsourcing solutions, also
known as Liability Buy-Out programs, can offer owners of
contamination problems a responsible exit from their liabilities.
Programs typically involve the assumption of certain liabilities by
a third-party engineering firm in return for a one-time cost that
is fixed by a comprehensive insurance program.

In the past, these solutions were applied mostly to major
contamination problems because of economics – unless cleanup
costs exceeded approximately $5 million, the disproportionate
insurance structuring costs tended to be prohibitive. Now,
following innovative product development work with leading
insurers, these programs can provide cost-effective solutions for
sites with clean-up liabilities as low as $300,000.

For additional information please contact your local Willis
Environmental Practice professional.

Events Environmental 

• October 21- 22, the Willis Environmental Practice will serve
as a co-sponsor of the Environmental Financial 
Consulting Group’s (EFCG’s) Fifteenth Annual
Conference for CEOs of Engineering and Consulting 
Firms in New York. This highly regarded annual conference 
is limited to 200 people and is by invitation only. John 
Reynolds will speak to the audience of CEOs about “New 
Developments in Environmental Insurance.”

• Brian McBride will be speaking at the Lorman Education
Services’ seminar "Solving Water Intrusion and Mold
Problems" on October 21 in Jacksonville, FL.

• On November 8- 9, Rich Sheldon will moderate a panel on
Fixed Cost Remediation at “The Business of 
Brownfields”in Pittsburgh, PA. This session is being
presented by the Engineers’ Society of Western
Pennsylvania (ESWP), the ninth consecutive ESWP 
conference focused on brownfields.

• On September 9, Robin Kelliher made a presentation on 
environmental insurance to the NJ Chapter of the 
American Society of Heating, Refrigerating and Air 
Conditioning Engineers (ASHRAE).

• On September 20, Mike Balmer participated in a panel
discussion on environmental insurance at the US EPA’s
2004 National Brownfields Conference in St. Louis.

• Rick Craig recently made a presentation at United States 
Law Firm Group’s Environmental Committee 
Meeting in San Francisco on “New Developments in 
Environmental Insurance.” The United States Law Firm 
Group® (USLFG) is a national network of 19 established,
independent US law firms headquartered in major cities.

Fresh Faces

How does the world’s leading Environmental Insurance Practice
keep getting better? For one, we keep growing. We are proud to
announce an unprecedented number of recent hires.

Katrina Bergstrom is an Assistant Vice President and a
member of the Great Lakes Environmental Team. Her
responsibilities include the marketing and growth of
environmental insurance programs for the Great Lakes Region.
She is an expert in the research of Environmental insurance
market appetite, coverage trends and hot topics, federal and
state environmental regulations, surplus lines regulations, and
environmental product specifications and market comparisons.
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Dawn Berry, Vice President for the New York Environmental
Team, is responsible for generating and marketing new business,
prospecting internal opportunities and assisting in strategic
business development. With her experience as an account
executive and marketing director for environmental business as
well as an environmental underwriter, she brings a broad
understanding in all aspects of environmental risk management.

Allen Jones, Senior Vice President, and leader of the New York
Environmental Practice, has over 20 years of insurance carrier
experience with expertise in Property, Casualty, international and
environmental business. Allen maintains thorough knowledge of
markets, products and services while nurturing client
relationships and developing comprehensive insurance programs
that meet the needs of his clients.

Amber Lenweaver is an Assistant Account Manager for the
Environmental Practice Team in New York. She is accountable
for providing support to the account managers in all aspects of
client service. Her responsibilities include identifying risks,
assessing market conditions and negotiating placement of
environmental insurance programs.

Judi Martinez is a Vice President and a member of the Great
Lakes Environmental Team. She has a vast knowledge of
environmental exposures facing an array of clientele with global
operations including retail, manufacturing, steel mills and
recyclers, hospitals, construction, transportation, real estate as
well as mergers and acquisitions. Her expertise covers the
complete range of environmental insurance products including
Pollution Legal Liability; Environmental Cleanup Cost
Containment, Contractor’s Pollution and Professional Liability as
well as financial insurance programs.

Brian McBride, Senior Vice President and team leader of the
Willis Southeast Regional Practice, works with Willis clients to
address their past, current and future environmental liabilities.
Brian has launched and managed an environmental brokerage
practice, worked as an environmental underwriter, and provided
environmental consulting. He has utilized various insurance
products to assist with property transfers, mergers, acquisitions,
divestitures and remediation projects for the Department of
Defense, Department of Energy, other government entities and
Fortune 2000 companies.

Rick Ringenwald is a Vice President and a member of the
Mid-Atlantic Environmental Team. He is responsible for
national account sales and support; technical training and
resource development; insurance market relations; management
of the practice’s general infrastructure; and strategic business
development. Rick has over 15 years of technical environmental
underwriting and brokerage experience. He began his career as
an environmental consultant, became an environmental
manager at a Fortune 500 company and served as underwriting

team manager and broker on the placement of pollution
insurance programs for clients in the manufacturing, real estate
and construction sectors.

Peter Romaine, Assistant Vice President and a member of the
Southeast Region Environmental Team, has long been
recognized as a leading environmental broker in terms of
business volume and program innovation. His expertise covers
analyzing clients’ environmental liabilities; developing,
negotiating and executing programs best suited to each client’s
needs; and maintaining positive relationships with all markets.
He is the developer of an on-line underground storage tank
submission and marketing system.

Anthony Wagar is a Vice President and member of the New
York Environmental team. He works with clients to provide
environmental risk transfer solutions by designing customized
environmental insurance programs; leveraging the client’s
environmental resources; and coordinating the marketing and
placement of those programs. This involves detailed
identification and analysis of environmental exposures,
evaluation of existing insurance programs and ongoing
monitoring of market conditions. Anthony has over 11 years of
environmental experience which includes time spent on the
insurance company, environmental consulting and regulatory
sides of the environmental sector.

Charles Zaher is a Senior Vice President and Team Leader of
the Great Lakes Region. He is responsible for the marketing
and development of environmental risk management programs.
Charles has extensive experience in the identification, analysis
and management of environmental risks faced by
manufacturers, contractors, consultants, transporters and others.
Charles began his insurance career as an underwriter of
environmental risks. His environmental experience includes
work with the hazardous waste services and disposal industry as
waste approvals analyst and account representative. He has over
10 years of chemical industry experience and has developed
process, quality and environmental programs.
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Key Contacts

Judi Martinez
Chicago, IL
Tel: +1 312 621 4762
martinez_ju@willis.com

Chuck Zaher
Regional Environmental Team Leader
Chicago, IL
Tel: +1 312 621 4745
zaher_ch@willis.com

Jeff Fritts
Dallas, TX
Tel: +1 972 715 6331
fritts_je@willis.com

Rick Wilson
Dallas, TX
Tel: +1 972 715 6200
richard.wilson@willis.com

James Gilley
Tel: +1 865 583 3754
Knoxville, TN
james.gilley@willis.com

Michael Szot
Los Angeles, CA
Tel: +1 818 552 4276
michael.szot@willis.com

Mark Vila
Milwaukee, WI
Tel: +1 414 203 5365
mark.vila@willis.com

Rachel Fischer
Minneapolis, MN
Tel: +1 763 302 7217
rachel.fischer@willis.com

Robin Kelliher
New Jersey (Florham Park)
Tel: +1 973 410 4669
robin.kelliher@willis.com

Corporate Practice

John Reynolds
CEO and Practice Leader
New York, NY 
Tel: +1 212 837 0413
john.reynolds@willis.com

Michael Balmer
Boston, MA
Tel: +1 617 351 7530
michael.balmer@willis.com

Gary Rodrigues
Boston, MA 
Tel: +1 617 351 7405
gary.rodrigues@willis.com

Rick Secchia
New York, NY
Tel: +1 212 804 0512
rick.secchia@willis.com

Richard Sheldon
Philadelphia, PA 
Tel: +1 610 254 5625
richard.sheldon@willis.com

Regional Contacts

Brian McBride
Regional Environmental Team Leader
Atlanta, GA
Tel: +1 404 224 5126
brian.mcbride@willis.com

Peter Romaine
Atlanta, GA
Tel: +1 404 224 5087
peter.romaine@willis.com

Eric Smith
Atlanta, GA
Tel: +1 404 224 5074
eric.smith@willis.com

Katrina Bergstrom
Chicago, IL
Tel: +1 312 621 4932
katrina.bergstrom@willis.com

Marie Battista
New York, NY
Tel: +1 212 837 0718
battista_ma@willis.com

Windy Baumgardt
New York, NY
Tel: +1 212 837 0647
baumgardt_wi@willis.com

Dawn Berry
New York, NY
Tel: +1 212 837 0638
dawn.berry@willis.com

Allen Jones
Regional Environmental Team Leader
New York, NY
Tel: +1 212 837 0767
jones_ae@willis.com

Scott Kosienski
New York, NY
Tel: +1 212 837 0714
scott.kosienski@willis.com

Amber Lenweaver
New York, NY
Tel: +1 212 837 0706
amber.lenweaver@willis.com

Susan Vetter
New York, NY
Tel: +1 212 837 0708
susan.vetter@willis.com

Anthony Wagar
New York, NY
Tel: +1 212 804 0551
anthony.wagar@willis.com

Richard Ringenwald
Radnor, PA (Philadelphia)
Tel: +1 610 254 5985
richard.ringenwald@willis.com

Richard Sheldon
Regional Environmental Team Leader
Radnor, PA (Philadelphia)
Tel: +1 610 254 5625
richard.sheldon@willis.com

Jeff Clarke
San Francisco, CA
Tel: +1 415 955 0219
jeffrey.clarke@willis.com

Rick Craig
Regional Environmental Team Leader
San Francisco, CA
Tel: +1 415 955 0171
rick.craig@willis.com

Brian Lynch
San Francisco, CA
Tel: +1 415 955 0142
brian.lynch@willis.com

Lisa Anderson
Seattle, WA
Tel: +1 206 386 7453
lisa.anderson@willis.com

Buff Nelson
Seattle, WA
Tel: +1 206 386 7926
buff.nelson@willis.com

Disclaimer: This update is intended
to provide US readers with general
information regarding developments
on environmental insurance and risk
management issues. Please consult
your attorney for legal advice on
these issues.


