
Placing professional liability  
coverage with a dependable carrier

To an attorney, it may seem that nothing could be worse than facing a malpractice claim. Having a financially sound and respected 
insurance carrier, however, can make all the difference during such a stressful time. Knowing that insurance professionals are managing 
the defense of the claim and that your carrier will be there to fund any settlement or judgment against you is essential for your peace of 
mind. Make certain that you can count on your carrier when you need to do so. Below are some factors to consider when performing 
due diligence on an insurance carrier.

What is the Financial Strength Rating?  
First, the financial strength of the carrier is certainly of paramount importance. One rating to examine for financial strength is from A.M. 
Best Company. A.M. Best Company is a global credit rating agency serving the insurance industry that issues opinions of an insurer’s 
financial strength and ability to meet its ongoing insurance policy and contract obligations. Moody’s and Standard & Poor are also rating 
agencies, although they issue ratings for a broader range of industries and do not focus solely on the insurance industry. 
Second, the financial size of the carrier can be found by examining a rating that reports on the amount of the policy holder surplus 
money. For example, using the A.M. Best Company website, the financial size of the carrier can be found in categories that start from 
less than one million dollars and range to over $2 billion dollars.

Have there been any changes?
Every renewal notice should serve as a reminder to conduct yearly due diligence into trending topics and recent developments. If an 
insurance carrier is in the news for failing to pay claims, poor claims service, or a change in its financial size or a downgrade in rating, 
serious consideration should be given as to whether to bind coverage with that carrier. Your insurance agent or broker should also be 
aware of any changes in the rating of a carrier and should be able to supply you with further information about its current status; do not 
hesitate to ask your agent for this information. 

What is the history of the insurance carrier?  
How long has the carrier been in business and, specifically, how long has it been insuring lawyers? Lawyer claims can be “long tail” 
claims, meaning that the ultimate loss payment date can be far removed from the policy year where the claim was made or reported. 
Whether the carrier is in the business for the long run is very important to ensure coverage for all reported claims. Cheaper rates may 
indicate that the carrier has a short term focus and may actually indicate that a carrier is not pricing adequately for a variety of reasons. 
Under these circumstances, a carrier may be unable to keep those low rates without either aggressively decreasing surplus, raising 
rates, or sliding into insolvency. 

Will the Guaranty Fund respond? 
What if the worst of the worst happens? A carrier goes into receivership after a claim is made. While Guaranty Funds may be available 
to provide some protection, not all companies are afforded this protection. Risk Retention Groups, for example, are generally not part of 
such a Guaranty Fund. Moreover, even if the Guaranty Fund is available, the maximum benefits are limited. If a carrier’s rating is 
declining, and a carrier is not subject to the Guaranty Fund, it may be time to reevaluate that insurance carrier. 

What are the client’s expectations? 
Many clients now have requirements that attorneys carry insurance. Moreover, most attorneys are voluntarily insured for both their own 
benefit and the benefit of their client. Having a carrier who will compensate the client in the event of a mistake may help soften the blow 
and save a relationship. If there is no coverage available to make a client whole, the client may feel betrayed, angry and disappointed 
and may resort to pursuing the attorney’s personal assets.

What are the excess carrier requirements?
If you require excess insurance, know that many carriers have underwriting standards that preclude them from providing excess 
insurance over a carrier that is rated B+ or lower. Moreover, underwriters consider only ratings by certain established rating agencies as 
reliable and relevant. Since turn-around times for placing excess coverage are usually short, placing primary insurance with a B+ or 
lower carrier can result in a situation where you are past your policy’s expiration date with no excess coverage. Moreover, the financial 
size of the carrier in terms of available surplus is also important to excess carriers. Low surplus levels may concern excess carriers who 
worry about funding claims when surplus money is inadequate. 



Will the rating trigger an Insurance Agent Policy Exclusion?
You may think that if you have an insolvent carrier, you can make a claim against your insurance agent. While insurance agents typically 
carry errors and omissions policies, these polices often exclude coverage for a claim made against them based upon placing coverage 
with an insurance carrier that is unable to pay claims due to insolvency. Consequently, even if a claim is made against an insurance 
agent for placing coverage with an unstable carrier, the agent may not have any errors or omissions coverage for that claim. Some 
examples of exclusions in insurance agent policies are as follows:

 ̤ No coverage for an insolvency loss if agent placed business with a carrier rated B or lower.
 ̤ No coverage for an insolvency loss if, when agent placed business, the carrier was rated B+ or lower and the financial size category 

of the insurance company was below $25 million.

Swiss Re Corporate Solutions
For over 40 years, Swiss Re Corporate Solutions has stood by and protected attorneys throughout America. Our financial strength is 
superior and in terms of financial size, Swiss Re Corporate Solutions has over $2B in surplus. A summary of our strength rating is as set 
forth below.

 

Conclusion
In the end, it is important to monitor the strength, size, ratings and activities of your insurance carrier. If you discover that your carrier’s 
financial rating has dropped to an unacceptable level it is imperative that you understand and evaluate the risk. 

Strength rating:  

Standard & Poor’s AA- (Very strong) stable

Moody’s Aa3 (Excellent) stable

A.M. Best A+ (Superior) stable
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