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Company Profile

With over 100 client engagements in our first three years, Innovation Insurance
Group, LLC (IIG) has secured its place as a premier insurance consulting firm.
The Company has built a sterling reputation true to our name – where innovation
is the hallmark of our approach in each of our three practice groups: Product
Development; Expert Witness Services (primarily in the Management and
Professional Liability area); and Brokerage Services for companies in the Bitcoin
industry.
Drawing upon the strength of our CEO’s three decades of experience in virtually
every facet of the insurance industry—whether as AIG’s Chief Underwriting
Officer, General Counsel, Chief Operating Officer or as Chief Innovation Officer
at AIG and Zurich NA—the Company has amassed a diverse client portfolio
that includes insurance and reinsurance companies, insurance brokers,
entrepreneurs, and law firms representing both policyholders and insurance
carriers.
IIG’s nimble creativity has been put to use in all phases of policy development,
enhancing existing products, as well as creating completely new-to-the -industry
products such as Intellectual Property Collateral Insurance and Bitcoin Theft
Insurance. IIG listens closely to our clients; then seeks to meet their unique
needs by combining our experience with forward thinking.
In the expert witness arena, IIG is able to provide experienced and independent
expert witness opinions in all types of coverage disputes, whether representing
the insurance company or the policyholder. By applying the knowledge and skills
of a chief underwriting officer, an insurance general counsel and a licensed P&C
insurance broker, we are able assist counsel in a wide variety of disputes.
Our carefully creative approach, our broad base of referrals, and our ongoing,
long-term client relationships have allowed Innovation Insurance Group to
continue to develop and flourish.

Management Report
By The Numbers
In 2014, approximately 60% of our revenue was derived from
Expert Witness Services, approximately 30% from Product
Development, and approximately 8.5% from Brokerage
Services. Created late in the year, the Bitcoin Insurance Agency
contributed approximately 1.5% to our revenue, primarily
through commission income.

Innovation Insurance Group, LLC (IIG) followed its first full
calendar year (2013) with an even busier 2014, celebrating
our 100th client engagement with a client base that remains
diversified across the broader insurance industry and related
practices: insurance companies, reinsurers, insurance brokers,
investment advisors, law firms, and entrepreneurs.
Led by tremendous acceleration in our Expert Witness
Services practice group, we achieved an overall year over year
revenue increase of 61%, a 50% increase in client engagements
(measured by 1099s) and double digit increases in average
hourly rate and billable hours.
IIG is proud to have just celebrated its sixth straight profitable
quarter.
In the second half of the year, we formed the Bitcoin Insurance
Agency, Inc. adding a third practice group to our two existing
ones (Expert Witness Services and Product Development).
The Bitcoin Insurance Agency provides insurance brokerage
services to this emerging industry and, in February of this
year, announced the first successful Bitcoin Theft Insurance
policy launched with XL Group.
On the marketing front, we completely redesigned our web
site, increasing by several fold the number of daily “unique
visitors” (and resulting engagements)! We were also proud to
have our founder speak at a number of conferences including
RIMS (New York and National), Advisen and ACI, among
others.
During 2014, we were quoted in numerous articles and
magazines including The Los Angeles Times and ProPolitico.
We published new articles in Financier Worldwide on claims
management and taught a seminar on the claims process at
the Claims College.
Finally, during 2014, we continued to strengthen our existing
strategic partnerships and added several new ones.

Our largest client category was made up of law firms
representing insurance carriers, followed by entrepreneurs,
law firms representing policyholders, and product
development work for insurance carriers. Taken together,
these four categories represented approximately 90% of our
revenue, with the balance coming from transactional activities
and short term expert assignments.
Billable activities continued to include time spent on clients
operating on monthly retainers, document review, expert
report drafting, and, of course, insurance policy drafting,
among other activities.

Expert Services Practice Group
In 2014, we celebrated our 20th expert witness engagement.
This translates to obtaining one new engagement
approximately every month since the practice group was
launched. As the area grew last year, we remained committed
to a neutral, objective approach, choosing cases based on merit
alone. As a result, we have secured engagements supporting
both insurance carriers and policyholders.
In 2014, we were humbled by a holding by the U.S. Federal
District Court in a case where we represented the defendant
insurance company in which the Court held:
“Ty R. Sagalow is qualified under Rule 702 by way of his
experience and education…The Court concludes that Sagalow’s
experience, training and education provided a sufficient
foundation of reliability for his testimony. His specialized
knowledge in the insurance field may be helpful to the trier of
fact in understanding the evidence or determining facts in issue.”
On the other side of the coin, 2014 also contained an
important win for a policyholder client in which the
policyholder’s law firm obtained a complete victory in a $8.47
million decision, leading the firm to describe us in the state’s
local legal journal as the case’s “Most Helpful Expert.”
We strongly believe this to be an affirmation of our strong
belief to provide expert analysis and testimony without a
particular bias, and in the best interest of all our clients. For
an illustrative example of our capabilities, in the contest of
an insured vs. insured exclusion dispute, see the Case Study:
FDIC.

Product Development Practice Group

2014 Industry Review

Insurance carriers, brokers, and entrepreneurs seeking
to develop new products for existing or emerging risks,
continued to tap into IIG’s extensive product development
expertise during 2014. In 2014, this led to an international
engagement (See Case Study: Brazil). In early 2015, we were
proud to be able to add Allianz to our new product client list.

Last Year, we said 2014 would be a critical year for the
insurance industry. As we expected, the improving economy
helped improve industry revenues and growth. We also
correctly foresaw the continuing trend for continuous growth
in the availability and purchase of cyber insurance, arising, in
part, due to the number of major cyber incidents in the news.

Bitcoin Insurance Agency/Bitcoin
Financial Group

On the other hand, our expectations for crowd funding have
not yet been fulfilled due, in significant part, to the additional
year delay in the SEC finalization of crowd funding rules,
now “set” for October 2015. Significantly, in March of 2015,
the SEC did finalize rules for the new regulation “A+” private
placements pursuant to Title IV of the Jobs Act. This, in our
view, significantly increases the liability of private company
D&O insurers. If the SEC finalizes the crowd funding (Title
III) rules by the end of 2015, we predict an impact on D&O
insurance policy forms perhaps as early as 2016.

In 2014, we created the Bitcoin Insurance Agency, Inc. which
in turned formed a joint venture, the Bitcoin Financial
Group (www.bitcoinfinancialgroup.com) to service the
insurance needs of the emerging bitcoin industry. There are
approximately $3.5 billion of bitcoins in circulation and with
over 82,000 companies accepting bitcoins for their goods and
services, and over 100,000 bitcoin transactions occurring daily,
we believe this industry cannot be ignored.
In February 2015, we announced the successful purchase of our
proprietary policy form, BitSecureTM, by Bitgo, Inc., the leader
in multi-signature bitcoin security. The policy was designed by
Innovation Insurance Group and underwritten by XL Group.
(See Case Study: Bitcoins).

Strategic Partnerships
In 2014 we expanded our existing partnership with World
Risk and Insurance News to add a second video series.
Called “What’s New In Insurance Hosted by Ty Sagalow”,
this regular video series will explore, via short and
informative commentaries, new and innovative products and
developments in the insurance industry. It can be found at
www.wrin.tv, along with our first WRIN series, “Innovations in
Insurance with Ty Sagalow.” We also continued and expanded
our relationship with Hanover Stone Partners with new cyber
engagements.
Early in the year, we announced a partnership with
Advisen, Ltd., which provides intelligence to over 500
leading commercial insurers, brokers and risk management
departments of major corporations. IIG was retained for
an ongoing “Ask the Expert” engagement for members
of the management and professional liability insurance
communities.
Finally, late in 2014, we announced our newest strategic
partner, Claims and Litigation Management Alliance. Claims
and Litigation Management Alliance is an organization of
almost 30,000 members and fellows. As a member of the
board of CLM Advisors, we are part of CLM’s consulting and
advisory arm, providing new product and financial lines
advisory services from an underwriting and claims point
of view. We look forward to a close and mutually beneficial
relationship with this premier claims and consulting company
for years to come.

2015 Forecast
Looking generally at 2015, we agree with Deloitte’s 2015
Property and Casualty Insurance Industry Outlook view that
the Property and Casualty insurers will be “better positioned”
for sustained growth. Such sustained growth will benefit
the operations of IIG. Simultaneously, we see a surge of new
insurable exposures, such as the risks presented by the new
Sharing Economy (e.g. Uber), with the opportunities and
challenges such opportunities present.
Of course, for 2015, also, we see a great surge in the need
for insurance in the bitcoin community as we predict the
number of bitcoin “wallets, VC investment, bitcoin merchants
increasingly dramatically.
In the United States and around the globe, the risks and
concepts inherent to insurance are known – some are
universal, others specific to a locale, governmental system, or
culture. In every case, however, the need to adapt and innovate
remains. That need gave rise to the Innovation Insurance
Group and fuels our expected growth and success in 2015.
Our approach is borne of experience, and enhanced by careful
research and analysis.
This year will be marked by continued shifts in the insurance
landscape. Our focus remains on the difference we can make
for our clients, despite the ever-changing terrain. While
the horizon is fraught with potential obstacles arising from
changing economics, organizations, governments, regulations
and markets, we believe that we can help prepare our clients to
overcome and adapt.
We look forward to providing the specifically crafted, creative
solutions our clients need and deserve.
We invite you to join us and to experience Innovation.
Thank-you
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The Bitcoin Insurance Agency, Inc.
was created in 2014 to take advantage
of the growing insurance demands of
the bitcoin industry. Bitcoins, a virtual
currency, have grown tremendously.
With a market cap of over $3.5B,
82,000 merchants accepting bitcoins,
and over 8 million bitcoin “wallets” in
existence, this new economic sector is
too large to ignore.

The rapidly changing economic,
cultural, political, and technological
forces in our world have transformed
the insurance industry at a rate never
before seen. As the world gets more
complex, the need to create and
improve insurance products to match
these changes becomes paramount.

For many insurers, losing a case
could mean a significant hit to the
company’s bottom line and to its
reputation. For the policyholder,
losing a coverage battle can be a lifechanging event.

However, like most new industries,
the bitcoin community is not well
understood by the traditional
insurance industry. That’s where the
Bitcoin Insurance Agency steps in. By
creating the bridge between this new
sector and the insurance community,
we are able to understand the
insurance needs of bitcoin companies,
permitting them for the first time
to access and acquire traditional
insurance.
However, providing access to
traditional insurance (like D&O and
professional liability) is just the tip of
the iceberg. We formed a joint venture,
Bitcoin Financial Group, with the
Nakamoto Insurance Group, LLC.
offering both P&C and Life products.
Then in February of 2015, we created
and sold the first insurance policy
designed for the theft of bitcoins.
Partnering with XL Group, BitSecureTM
was created for BitGo, Inc., a leading
bitcoin company. (See Case Study:
Bitcoins)
Called a “Watershed Event” by
CoinDesk, BitSecure is “a first for the
digital currency industry” according to
the Wall Street Journal.
The growth of Bitcoins has become too
big to ignore and we are proud to be
the first insurance agency specifically
created to manage the risks of this
new sector.

Yet, the costs of staying current with
these trends can be prohibitive for the
smaller insurers. And, for the larger
firm, corporate structure sometimes
hinders speed to the market.
For the entrepreneur seeking a
competitive advantage, adding an
insurance element to its offerings,
backed by a real insurance policy,
can mean the difference between
commanding the market or becoming
a victim of it.
This where Innovation Insurance
Group comes into play. Clients
regularly seek our assistance for
product development, whether the
assignment is simply to refresh an
existing insurance product or to create
a solution that is entirely new to the
market.
Our unique combination of legal
expertise, policy drafting experience,
and underwriting capabilities gives IIG
the ability to provide true end to end
product development. We routinely
advise and assist in all aspects of
policy formation, from drafting and
distribution, to regulatory compliance
and training and marketing.
For the entrepreneur, IIG will take
your business model or product and
strengthen it with a new insurance
product. The result is a fortified and
enhanced value proposition, leading to
increased revenue and profits.

By applying the knowledge and skills
of the former chief underwriting
officer and general counsel for
National Union (AIG) and a licensed
P&C insurance broker, our CEO
& Founder is able to provide truly
unique expert witness opinions in all
types of coverage disputes, whether
representing the insurance company
or the policyholder, with a particular
expertise in Director & Officer’s
(D&O), Professional Liability (E&O)
and Cyber Liability Insurance.
Mr. Sagalow was one of the primary
drafters of the industry’s Financial
Lines policies, policies which continue
to provide the foundational wording
for the industry’s policies still used
today.
With over 22 engagements in less
than two years, Mr. Sagalow has
already been affirmatively held to be a
Qualified Insurance Expert pursuant
to Rule 702 by the U.S. Federal District
Court and has extensive experience
testifying both at deposition and at
trial. In September 2014, Mr. Sagalow
was determined to be the “Most
Helpful Expert” in a $8.7m coverage
victory.
IIG’s expert services include the
preparation of expert reports and
affidavits. We can also review or
draft coverage letters or conduct
coverage analysis for both carriers,
policyholders and individual directors.
We are also increasingly being
brought in pre-litigation which often
can preempt a costly legal proceeding
early in the process.

Expert Witness Services

Case study: FDIC

by the institution’s D&O and/or E&O
insurance carrier.

Since 2009, the FDIC filed almost 1,200
lawsuits against directors and officers of
close to 150 failed financial institutions.
The majority of these cases finally came
to adjudication or settlement in the past
three years but it may take several more
years before we see the end of these
lawsuits.

D&O carriers, backed by a supreme
court decision, have argued that the
FDIC is simply “stepping into the
shoes” of the financial institution and
that therefore the policy’s “insured vs.
insured” exclusion should exclude such
claims. Further, they argue that the
policy’s “professional liability” exclusion
(if the policy has one) often should
apply.

The claims made in these suits
represent significant revenue for the
FDIC, as the agency has collected
$7.47 billion, almost all from D&O and
professional liability settlements. It is
the FDIC’s belief that as “receiver” of
a failed financial institution, it may
bring a claim directly against the
financial institution’s own directors and
officers, and have that claim covered

And, with billions of dollars at stake, the
fight can get fierce.
It was in one such dispute that the
insurance company issuing the D&O
policy to a failed financial institution
called on Innovation Insurance
Group to offer an expert opinion. The
engagement was particularly apt, as our

CEO, Ty Sagalow, was one of the first to
create the insured v. insured exclusion
over 25 years ago, during his tenures
as both a Chief underwriting Officer
and general counsel for AIG Executive
Liability (f/k/a National Union).
The insurance carrier immediately
understood that they would need to
explain to the court why the “insured
v. insured” and “professional liability”
exclusions should apply to the FDIC
claim. And, to accomplish this, the
carrier would need to be able to
argue not just the language of these
provisions but also their history and
impact on underwriting risk. Given
his background, which provided
both a legal understanding and an
underwriting perspective, Mr. Sagalow
was an obvious choice.

The (United States District Court for the So.California) concludes that Sagalow’s
experience, training and education provided a sufficient foundation of reliability
for his testimony. His specialized knowledge in the insurance field may be helpful
to the trier of fact in understanding the evidence or determining facts in issue.

Product Development

Case Study:
International
New Product
Development —
Brazil
Sometimes a new product challenge
involves developing a product that
is new to the client even if it is not
new to the industry. When you add
an international element to the
equation, the process gets even more
complex. Such was the case with a large
reinsurance company in Brazil.
Over the past decade, Brazil’s economic
acceleration and technical growth has

been second worldwide only to China.
With an estimated worldwide cyber
insurance premium base of close to $2
billion, the opportunity to expand this
market to Brazil was too big to ignore.
But with an average cost of $1.6 million
per Brazilian breach incident, the risks
of providing reinsurance for the line was
not for the faint of heart.
The challenge: Most Latin American
countries have done very little in
the way of enacting laws to dissuade
cybercrime either through governing or
reporting requirements. Brazil still has
not enacted a general data protection
law.
Clearly, the reinsurer needed help. They
turned to Innovation Insurance Group.

IIG was initially retained to update and
explain the risks and opportunities of
cyber insurance, drawing on the latest
claim statistics, both in and outside of
Brazil, and our CEO’s background as the
former chief Operating Officer of AIG
eBusiness Risks Solutions, the company
largely credited with inventing cyber
insurance. Potential later assignments
might include questions such as: Will
the product be culturally accepted? Will
the government cooperate in cracking
down on cyber-crime? How big is the
market? Who is the competition? How
best to price the product? And most
importantly, which insurer should the
reinsurer choose to market the product
and why?

“Simply put, Ty is the best product development
expert in the commercial insurance industry.”
Vincent C. Tizzio, President, Navigators Management Company

The Bitcoin Insurance Agency

Case Study: Bitcoin
Insurance Agency
BitGo, Inc. is the leading bitcoin security
platform and a pioneer of multi-sig
technology. The company offers
BitGo Enterprise, an enterprise-grade,
multi-sig, multi-user bitcoin wallet.
In early 2014, it realized that simply
having the most secure mechanism
to safeguard the electronic keys used
to access Bitcoins, the world’s largest
“virtual currency” was not enough. It
needed those bitcoins to be insured.
Bitgo needed Bitcoin Theft Insurance.
Unfortunately for Bitgo, that insurance
did not exist.

BitGo turned to Innovation Insurance
Group because of IIG’s history of
launching innovative products in the
insurance industry. IIG developed the
underwriting, pricing and form for
this new insurance product, eventually
partnering A-rated XL Group insurance
company to provide the paper and
capacity.
It took nine months to get the deal
done, but once done, the launch of IIG’s
product, BitSecureTM was a huge event.
All of BitGo’s paying customers are
now eligible for protection under the
XL policy for up to $250,000 in covered
theft claims, just by signing up for BitGo
services. Customers can increase the

amount of protection available to them
for an annual fee.
“We are proud to partner with XL
Group and Innovation Insurance Group
on this game-changing insurance
product,” said Will O’Brien, CEO and
co-founder of BitGo.
The media reaction to the new product
was unprecedented. The creation of
the new insurance produced was called
a “Watershed Event” by CoinDesk,
Bitcoin’s leading magazine, “a first for
the digital currency industry” according
to the Wall Street Journal and, in the
words of Bitcoin Magazine, the deal was
seen as “ushering in a new era in bitcoin
security”.

Cyberinsurance Veteran (Ty Sagalow) Teams with BitGo on
‘Watershed’ Insurance Policy . . . Perhaps the most interesting
for the (Bitcoin) industry at large is the involvement of
Innovation Insurance Group CEO Ty Sagalow. . .

Testimonials
“Ty Sagalow has over thirty years of
experience in launching innovative
products in the insurance industry.
He was instrumental in structuring
this unique bitcoin insurance policy
with XL Group.”
Will O’Brien, CEO and co-founder of
BitGo

“Ty is one of the most creative and
smart dealmakers in the industry.
He has the rare ability to listen to
his client’s needs, understand the
views of the other stakeholders, and
arrive at a resolution that supports
his client’s profitability and long
term goals”.

“Ty Sagalow is, in my opinion, the
top product development person in
the industry”
Dr. Pamela Newman, President and
CEO of the Newman Team (Aon
Corporation)

“Ty possesses the greatest
attributes of a chief underwriting
officer, chief innovation officer and
general counsel all rolled into one.”
Paul Schiavone, Regional Head of
Financial Lines North America,
Allianz Global Corporate & Specialty

Greg Flood, President, IronPro

“Ty is a true innovator. He brings a
wealth of experience and knowledge
from across the (re)insurance sector
to design, build and deliver cutting
edge new products. [He created] the
Brand Reputation protection policy
at Zurich - an industry first.”
Oliver Schofield, Former Chief Strategy
Officer, Aon Benfield Fac

“Innovation Insurance Group,
L.L.C.’s initial engagement was
to refine an insurance product
under development and then
secure suitable insurance partners.
Ty accomplished both and the
product is now ready for market
introduction.”
Charles A. Leone, SVP, Hub
International

“He is, by far, the most
knowledgeable and creative
individual in the insurance industry
on reputation risk and reputation
insurance.”
Lanny J. Davis, Special Counsel
to President Clinton on Crisis
Management; Regular Commentator to
Fox News; Author of several books on
crisis management

“Rarely in my 3 decades of business
life have I found someone who
combines his in depth knowledge of
his subject area with his personal
skills, his creative problem solving
and his energy as completely as Ty.”
Larry Clinton, President of Internet
Security Alliance

Clients and Partners

Innovation Insurance Group, L.L.C.
2 World Financial Center
30th Floor, New York, NY 10281
innovationinsurancegroup.com

