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Going against the flow

IQ speaks to Tony Weller and Mike Palmer about Citadel Risk’s own small part in keeping
the (re)insurance market entrepreneurial and relationship-focused
Every company likes to
think it is a little bit
different, and in the (re)
insurance sector in particular
there are few companies
that confess to be proudly
swimming with the tide and
following the trends of others.
But when Citadel Risk professes
to be a different sort of (re)
insurance company, you get the
impression they mean what they
say. “I’m always happier when I
am in a busy train station and
everyone is rushing one way and
I’m going the other,” says CEO
Tony Weller.
“Similarly in the risk business,
just because everybody is
scrambling in one direction, I’m
genuinely more comfortable when
I have a bit more space, and I’m
heading in the other direction.”
But while the company prides
itself on standing out from the
crowd, in some very meaningful
ways the company has taken great
strides towards becoming a more
“normal” reinsurance company.
Most noticeably, Citadel has
been awarded an “A-” seal of
approval from rating agency AM
Best. But this is just the most
obvious of a serious of small steps
the company has taken to reinvent
and reinvigorate itself under the
stewardship of its new CEO Tony
Weller.
Weller, who began his career
as an accountant in his native
Australia, talks enthusiastically
about the process of opening up
the company and transforming its
culture into one that is more open
and transparent.
“When we opened up in London
I wanted to create some longterm relationships with the broker
market,” says Weller.
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“When I appointed Mike Palmer
[as director of Citadel Risk
Services UK] I asked him to create
a contact office for the parent,
to start to tell the brokers the
Citadel Risk story and to begin
the process of developing a service
business in the UK.
“I think we have had a very solid
start to this initiative and already
created a decent base upon which
to build an on-going platform.
Mike has done a great job in
uplifting our profile and brokers
are now beginning to understand
what Citadel Risk can offer
potential clients.”

small too,” he says.
Citadel recently ran an
advertisement portraying a male
ballerina with a bulbous belly, an
eye-catching image that captured
the firm’s ambition to be both a
nimble mover but a heavy hitter
when necessary.
And the company has
demonstrated its agility in
underwriting over the past few
years, moving into niche sectors
including surety business in
Afghanistan and risks in Native
American communities.
Weller tells of a risk Citadel
recently underwrote, which
involved one novation for a
company with just $250,000
on its balance sheet with no
outstanding claims. After
extensive due diligence, Citadel
was able to reinsure the book. This
appeased the regulator because
of the protection afforded to
policyholders, while the client too
was happy because of the removal
of liabilities, and for its efforts
Citadel received a premium.

Finite pioneer

But that’s not to say that Citadel
has forgotten its roots completely.
The company, which made its
name as a leading writer of the
type of finite reinsurance deals
common in the 1980s, still prides
itself on its nimbleness and
pioneering spirit.
“Citadel Risk is almost unique
in the fact that it is probably
one of the world’s smallest Arated carriers. This brings both
advantages and challenges,”
explains Palmer.
“Larger reinsurers don’t really
want to spend time on the smaller
deals and it seems that often these
are written as an afterthought or
with little analysis. This means
that one party becomes frustrated
with the deal after year one.
“Citadel’s philosophy is very
much: spend time up front
getting the deal right and it
makes renewal and a longer term
relationship more achievable.”
Weller summarises his
company’s views more succinctly:
“I don’t mind if the premium
volume is small if the claims are
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These are the sort of deals
that excite Citadel – when the
company is willing to go the extra
mile there is additional value
added for a premium that might
not set pulses racing at a multinational public reinsurance giant.
Indeed, Citadel is weary of the
type of big business pipeline of
easy premiums served up by larger
brokers.
“When you get involved with
the big brokers you know they’re
going to leverage you. They know
they bring you a lot of business
and they’re going to play on that,”
says Weller.
This wariness of big broker
power is perhaps another way
Citadel possesses characteristics of
a more traditional (re)insurer of
yore – its emphasis on longer term
relationships with clients rather
than short-termism or brokerdriven commoditised business.

The Citadel story

“When you get involved with
the big brokers you know they’re
going to leverage you. They
know they bring you a lot of
business and they’re going to
play on that”

2011 – C
 itadel Reinsurance Company Limited
assigned an A- rating by AM Best. Citadel
Risk also establishes a UK service entity,
Citadel Risk Services UK Limited
2009 – CRMI purchases the share capital of runoff reinsurance intermediary Gallagher Risk
Services from Arthur J Gallagher, renaming it
Citadel Risk Services, Inc
2007 – Citadel International Reinsurance Company
Limited established in Bermuda as a wholly
owned segregated accounts company
2005 – Citadel Risk Management, Inc (CRMI)
incorporated as a wholly owned subsidiary of
Citadel Bermuda
1992 – HSBC sells its minority shareholding in the
Citadel Group to the majority shareholder
1990 – By now Citadel Bermuda has become the
primary insurance and reinsurance vehicle
for the Group, and Citadel Hong Kong is
liquidated
1984 – The Citadel Group sets up Citadel
Reinsurance Company Limited in Bermuda
1978 – The Citadel Group established in 1978 as a
joint venture between The Hongkong and
Shanghai Banking Corporation and Sir Arthur
Weller. Active underwriting vehicle is Citadel
Insurance Company Limited, incorporated in
Hong Kong
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“Because of the nature of the
business we look at, it can mean a
more complex initial underwriting
process and sometimes clients and
brokers can be surprised by the
level of detail we are interested in,”
says Weller.
“But a slower initial
underwriting process is
compensated by a smoother
renewal process. And in an
ideal world, I’d prefer to have
just around 10 to 20 clients with
implicit trust based on a long term
relationship.”

A game of two halves

Another way the company has
changed in recent years is size.
Although the company’s balance
sheet has shrunk from around
$1bn to $20mn due to changing
norms on finite reinsurance deals
and different accountancy rules,
the company’s headcount has been
expanding.
Indeed, from a company of just
four or five people Citadel has
swollen to a team of around 30
under Weller’s stewardship.
One of the key new recruits to
the company is Palmer.
Palmer is well known in runoff and services circles having
taken in stints at Randall &
Quilter, Axiom and Helix UK as
well as serving on the board of
the Association of Insurance &
Reinsurance Run Off Companies,
and has been tasked with building
Citadel’s UK-based consultancy
and services wing.
After almost two years in his
new role, Palmer is reflective of

the challenges he has faced in
balancing a “live” and “legacy”
operation.
“The role is very much a game of
two halves,” he explains.
“The learning curve over the
last two years has been sharp but
intensely rewarding. I think I have
learnt more in the last two years
than the preceding 10.”
The first half of Mike’s role was
to reach out to the small and
mid-sized broker community in
London and explain the unique
offering Citadel could bring to
the table, with its penchant for
challenging and unusual risks that
might not be of interest to other
highly rated carriers.
“It was important to set the
scene with brokers and ensure
they were aware of what our sweet
spots actually are,” he says.
The second “half ” of Palmer’s
London role was to build a service
platform to match the group’s US
operations.
Having jumped through the
various regulatory hoops, Citadel
is now handling audits and
inspections, static claims and a
variety of smaller project work
including processing, broking
and accounting for its clients’
UK-based portfolios.
Although this space is hugely
competitive, Palmer suggests
there is plenty of work for those
companies that can offer a real
“value added” service.
In a market where consolidation
and the domination of the giant
reinsurer and capital markets
seems ever more apparent, there
is constant hand-wringing among
the elders of the (re)insurance
world over whether there is still
room for plucky and enterprising
smaller companies to innovate,
grow and succeed.
Weller’s mission is to offer
the Citadel story as a riposte
to this theory, and to keep the
company’s culture of plucky
entrepreneurialism alive as it
continues to grow.
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