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HANDLING PORTFOLIOS OF CLAIMS ARISING OUT OF SYSTEMIC EVENTS: 
 A PLAYBOOK TO RESPOND EFFECTIVELY TO “NON-NAT CATS” 

Do you expect an increase in claim frequency, severity, or both because of some 
recent or anticipated event?  Or, has your Loss experience already deteriorated from 
historic norms?  If deterioration has already started, is it coming from a random 
collection of large losses?  Is a change in internal operating procedure distorting 
emergence patterns?  Or is there a new, external, systemic event that is driving a 
true deterioration in claim frequency or severity or both?  These are critical questions 
for Claim and other insurance industry leaders.  We provide some thoughts below 
on how established P&C Insurers should manage through anticipated or actual 
deterioration in Loss experience caused by a systemic event. 

Most established P&C Insurers are prepared to respond to portfolios of claims arising 
out of natural disasters – CATs.  There are established protocols and procedures and 
well-known, third-party vendors to support such internal efforts.  However, many 
Insurers are not as prepared to deal with portfolios of claims arising out of systemic 
events unrelated to natural disasters.  In the last 15 years, however, there have been a 
significant number of well-known events giving rise to large and diverse portfolios of 
claims that have adversely impacted some Insurer’s Loss experience.  Think:  9/11 
attack and clean up; Enron meltdown; Madoff Ponzi scheme; bursting of real estate 
bubble; worldwide financial crisis; Clergy abuse; Opioid crisis; and Covid pandemic.  
There have also been several less publicized events that have generated pockets of 
“CAT-like” claim activity (e.g., collections of medical malpractice claims related to one 
or more “rogue” medical service providers; localized claim activity related to unique 
economic or other circumstances, such as real estate foreclosures; or ADA claims 
seeking improved access for disabled persons to certain kinds of public facilities).  
For these purposes, we view “systemic event claims” or “Non-Nat CATS” as a 
group of claims with some common features that produce a material 
deterioration in loss experience compared with historic norms.  This deterioration 
may result from unprecedented/novel frequency or severity or both.   

Unfortunately, it is not unreasonable to anticipate Insurers will face similar dynamics 
in the coming years.  The pace of societal change, global interconnectivity, and the 
prospect of financial distress associated with economic/business cycles creates an 
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environment for systemic event claims.  Insurance companies will be well-served to 
anticipate the continuation of that trend and establish now--so that they can train to 
and routinize--general processes and procedures for handling such portfolios of 
claims and optimizing the company’s overall response.  That is, now is the time to 
build your “systemic event Playbook”  for the effective handling of “Non-Nat 
CATS.”   Speed matters here.  It is possible to respond effectively to systemic event 
claims after some loss deterioration has emerged.  However, insurers can realize a 
competitive advantage and mitigate pressure on profitability by anticipating 
systemic event claims and putting processes and procedures in place that are ready 
to mobilize before the Non-Nat CAT occurs.    

 

Step 1:  Timely recognition of the systemic event and decisive call to action. 

It is better to be early and err on the side of initiating a “systemic event” claim 
handling/crisis management protocol.  If the crisis does not materialize as expected, 
it is easier to ramp down than to be late in planning.  This is easier said than done.  
To operationalize this correctly, leaders must feel safe ramping up without fear of 
repercussions if the crisis does not materialize.  No finger-pointing.  Today’s “Chicken 
Little” may be tomorrow’s Paul Revere.   

Once an Insurance leader has sounded the alarm, it is imperative to involve and seek 
active input from multiple disciplines within the company.  It is also important to 
strike a balance:  weigh the value of inclusiveness and productive collaboration 
along with two sometimes conflicting imperatives:  do not let perfection become the 
enemy of good; and manage logistical challenges inherent in communicating with 
numerous parties to ensure the larger purpose is not delayed or derailed. 

 

Step 2:  All engaged disciplines attend to their respective “battle stations.” 

Once the “systemic event” alarm has been sounded, all disciplines have some 
different and complimentary roles to play, with varying levels of resources and 
engagement required.  For example:  

• Claims:  expect the most active participation from Claim groups with 
customers most directly impacted.   “Read in only” for groups with customers 
indirectly impacted or where impact likely will be in the future. 

• Underwriting:  require the most active participation from leaders for products 
directly impacted by profitability concerns or the prospect of modifications to 
go-forward terms and conditions.  The Underwriting team should stay close to 
the other disciplines and prepare to market to customers the resources and 
expertise the entire Company will be bringing to the crisis—effective crisis 
response as a “solution-oriented” market differentiator. 

• Actuarial:  involve both Pricing and Reserving actuaries.  Build and maintain a 
close connection to others on the crisis team to assess Enterprise risk, 
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exposure, and reserving position.  Consider including use of non-traditional 
actuarial techniques to build and model exposure scenarios and identify 
variables that are most material to ultimate loss experience.    

• Law/Legal:  responsible for bringing an Enterprise-wide perspective on 
consistency and correctness of responses and coverage positions and focus 
on privilege preservation issues. 

• Product Development:  begin as soon as possible the process of creating new 
or different terms and conditions for debate and consideration.  Take a broad 
and creative view of what tools might be useful.  In fashioning an appropriate 
menu of options, consider whether the systemic event is generating 
frequency, severity or both.  Is the loss type within the core scope of coverage 
that is expected by customers and intended to be provided by insurers?  Or is 
the loss type truly novel and outside of loss traditionally covered by the 
implicated product(s).  Options could include new endorsements, revisions to 
base policy forms, creation of new coverages, or changes to application 
questions.  Sub-limits or co-insurance may sometimes be helpful features to 
consider.   As product changes are considered, it is necessary to balance goals 
of “being there” for customers in time of crisis with the Insurer’s desire to limit 
exposure to policies already in force and contain future exposure to maintain 
or improve historic loss experience to the maximum extent possible.  

• Risk Control:  assist with mitigating current impact of crisis in real time.  Go 
forward planning to help prevent or mitigate exposure for future crises. 

• Corporate Communications:  prepare for publicity and get out in front of the 
overall message.  Support efforts to engage with impacted distribution 
partners.   

• Reinsurance:  updates to facilitate robust and timely communications with 
reinsurers.   

 
Step 3:  Get the internal and external Claim resources ready to go. 

Particularly in the early days of the management of a “systemic event,” the Claim 
team – internal and external, as needed – must be ready to execute and 
communicate.  Key steps to prepare include: 

• Establish a claim system code to track all claims directly or indirectly related 
to the crisis, erring initially on the side of being overly inclusive. 

• Assign dedicated claims staff to handle claims arising out of the crisis. 
• Include internal coverage resources (if applicable). 
• Ensure knowledge of that group internally so that information flows 

appropriately.   
• Facilitates training, continuity of handling and internal reporting. 
• Positive experience for high performers and enhancement to their 

engagement. 
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• Frequent communications between claims team and other interested 
people/groups and disciplines within Company.  Initial cadence may require 
more frequent communications, as key stakeholders learn more about the 
situation 

• Use oral and written forms of communications, as appropriate, but take 
special care in what is reduced to writing. 

• As soon as reasonably possible, and ongoing as crisis unfolds, work with 
other disciplines to assess overall Enterprise exposure and risk and 
report to senior management. 

• Consider retaining National Coordinating Counsel for defense of 
underlying claims and/or insurance coverage issues. 

• Bring unique subject matter expertise to articulation of 
underlying defenses that may not be available internally and/or 
with local counsel. 

• Facilitate consistency of underlying merits and coverage 
positions taken across all claims within the portfolio.  

• Quality and content control for coverage positions and 
communications 

• Retention of consulting and testifying experts. 
• For defense of customers  

• Ability to provide general education and context to the 
trier of fact, as well as to address issues relating to liability, 
causation and damages. 

• Witness prep and theming—help you tell the most 
effective defense story. 

• Survey and/or focus group work. 
• Focus on individuals both in the jurisdictions in which 

lawsuits are venued as well as on a more national level. 
• For Company 

• Coverage issues 
• Identification and retention of right defense counsel in impacted 

jurisdictions 
• Must have the requisite background and skillset necessary to 

effectively advocate in the context of the crisis and not simply be 
counsel the customer might suggest or that the claims staff has 
used for other matters.   

• Consider counsel both on and off panel.  
• Continuous information/education/training for Enterprise employees, 

defense counsel, customers, and brokers to mitigate current and future 
exposure. 

• Be alert to confidentiality and litigation risk. 
• Identify root cause of systemic event and begin interdisciplinary 

process of developing appropriate tools to respond to – and mitigate – 
adverse impact on loss experience.  Think about identification of 
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“appropriate tools” through the lenses of frequency and severity.  What 
needs to be addressed/contained?  Which tools are best suited to 
containment and commercially feasible?  

• Brainstorm to assess customers on which impact of crisis will be 
more indirect. 

If you are already experiencing a systemic event claim, please contact us to discuss 
how we might help you mitigate the adverse impacts of the event.  Or, for more 
information on how to design and implement an effective set of processes and 
procedures to respond to a Non-Nat CAT, please reach out to us at 
contact@stratagemadvisorsllc.com. 
 
David Dwares 
Co-Founder & Principal 
(301) 325-3804 
ddwares@stratagemadvisorsllc.com 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

David Perry 
Co-Founder & Principal 
(202) 285-8707 
dperry@stratagemadvisorsllc.com  

mailto:contact@stratagemadvisorsllc.com
mailto:ddwares@stratagemadvisorsllc.com
mailto:dperry@stratagemadvisorsllc.com

