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THE FEELING IS MUTUAL
We appreciate our client partnerships so much that we thought we’d make our 
market-leading FM Global Advantage® policy even better. It’s our way of thanking our  
clients for choosing us to protect the incredible value their businesses have created. 

Our 2016 policy enhancements include new and expanded coverage and a streamlined approach 
to covering our clients’ property assets. There is coverage for communicable disease, along 
with the expansion of our already broad cyber offering that now includes cloud coverage. 

We did this, well, because we like you, and we simply want what’s best for your business.

For more information on our policy, visit fmglobal.com/advantage.
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editor’s note

Formula for Happiness: 
People-Focused and Purpose-Driven

The idea of “happiness” is trending these days. Everyone’s talking about happiness: how to be 
happier, how to find happiness, the happiness index, the happiest people in the world … and 
so on. One thing’s more or less a given: a key to a happy life appears to be connecting with 
people. Those with strong and broad relationships are known to be happier, healthier and live 
longer lives. 
 Social scientists believe that “purpose” also plays a role in happiness, and thus leads to a 
longer life. For example, in Okinawa, Japan, there is a community with many people over the 
age of 100. The credit, they say, goes to a concept called ikigai or “life purpose.” Having ikigai, 
or a job to do in life, is critically important and, obviously, not just in Japan. But scientists 
believe that ikigai is one of the reasons Okinawans live such long and happy lives.
 So, where am I going with this? Am I trying to lead you to some fountain of youth? My 
thought is, if you put one and one together, that you’ll find that a sense of community coupled 
with a purpose-driven life makes for enduring—and happy—relationships. 
 At FM Global, we’ve found that one key to great working partnerships is interaction. It’s 
sitting down with our clients and talking about the issues, ironing out the details, getting on the 
same page. We have also found our own ikigai, our own job to do. Our purpose is to protect the 
value our clients create. Certainly, there are a lot of ways to do that, and we explore virtually 
every path possible. Often that means managing to stay one step ahead of the perils, as we’ve 
done with Rockwell Collins, teaming with their risk executives (profiled here), to protect criti-
cally important aviation products. You can read how FM Global and Rockwell Collins collabo-
rate to create a strong, philosophically aligned risk mitigation and loss prevention force. 
 A great relationship can also mean picking up the pieces of a broken business partner, 
one that has fallen victim to peril, like Airedale in the United Kingdom and Mercy hospital 
in the U.S. Midwest. Then the job is to help put them back together—only better protected, 
stronger—with minimal disruption to revenue, job loss and reputational damage. 
 We care deeply about our partnerships. And because we enjoy worthwhile rapport with our 
clients, we have a pretty good idea what they’re expecting from us. And we’d like to think we 
know a little about what to expect from them, too.
 It’s enough to put a smile on a client’s face—and ours. 

Bob Gulla,  managing editor
reason@fmglobal.com
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on fmglobal.com
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There are countless media reports 
of cyber thieves hacking into well-
known multinational companies, 

stealing financial information for millions of 
customers. These thefts can expose a com-
pany’s customers to fraud and tarnish its 
hard-earned reputation.
 But the threat from cybercrimes goes 
well beyond stolen credit card and social 
security numbers. In an increasingly digital 
world, cyberattacks can shut down assembly 
lines, block customers from placing orders, 
and damage the data or even the equipment 
companies rely on to run their business.
 FM Global has long understood the 
dangers of cybercrime: It has covered the 
damage done by cyberattacks for more than 
a decade. As clients have become more reli-
ant on technology, FM Global’s property 
coverage has evolved to keep pace.
 This year, FM Global has gone a step 
further in an effort to keep up with busi-

CYBERIA
A major FM Global task force addresses the dark and dreaded 
crimes of data breach and information hacking

nesses’ ever-increasing reliance on technol-
ogy and the ever-changing Internet of Things. 
The company has formed a special cyber task 
force that is working to better understand the 
exposure to cyberattacks and what steps cli-
ents should take to protect their business.
 “We want to leverage the unique rela-
tionship we have with our clients to help 
them protect against cyberattacks from 
a loss prevention standpoint,” explains 
FM Global Vice President Paul Pendolino, 
who is member of the new cyber task force. 
“It’s still evolving, but what we’re trying to 
do from an engineering services perspective 
is help our clients recognize the cyber expo-
sures as they exist today.”

Data is property
Cyber threats are nothing new to FM Global. 
Its policies have covered damage done by 
computer virus since computers became a 
vital part of the business infrastructure. In 

2003, they added data coverage, becom-
ing one of the first companies to treat data 
as property. As online retail sites grew, 
FM Global included Denial-of-Service 
Coverage in its policies and recently added 
Cloud Coverage, protecting data stored in 
virtual environments.
 “In 2003 we introduced data coverage 
into our policy terminology and began treat-
ing data as property, which was unique,” Pen-
dolino says. “As the risk exposure developed, 
we enhanced our policies to meet our clients’ 
needs. It’s part of our core coverage, so we’ll 
protect against damage from a cyberattack 
just like damage from fire and weather.”
 Insurance coverage for cyber threats is 
becoming an increasingly important topic. 
Pendolino says it is one of the biggest con-
cerns among clients, who are often confused 
about how to insure against cybercrimes. 
That confusion is partly because technology 
is changing so rapidly, and partly because 
cybercrimes tend to fall at the intersection 
of property and liability insurance.
 There is ongoing debate in the insurance 
industry as to where the coverage should be 
provided in the event of a cyberattack. Many 
property insurance companies don’t cover 
damage done by a cyberattack, and others 
are developing specialty insurance that deals 
with all aspects of cyberattack, spanning 
liability and property damage.
 FM Global treats a company’s data 
no differently than a production facility or 
a distribution warehouse. If the data is cor-
rupted, altered or destroyed, leads to a busi-
ness interruption or causes damage to other 
insured property, it is treated like any other 
property damage.
 But since FM Global is a property insur-
ance carrier, their coverage only extends to 
physical damage, business interruption and 
denial of service. The coverage doesn’t pro-
tect against losses from data being exposed, 
stolen or copied. Stolen financial data, like 
the ones that make headlines, fall under a 
company’s liability policy, as would the loss 
of reputation and penalties, fines or the costs 
of notifying clients of a breach.
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 Pendolino says that the liability expo-
sure of cyberattacks is currently the greatest 
risk for companies. The legal fallout from 
exposing customers’ financial information 
has resulted in the greatest financial loss 
to date. A study by IBM and the Ponemon 
Institute found that the cost to a company per 
stolen financial record is US$154 and some 
breaches have exposed millions of records. 

Hack attacks
The more companies rely on technology, 
the larger the property risk from cyberat-
tacks becomes. If a business stores product 
in a temperature-controlled room, hackers 
could destroy the product by tapping into 
the temperature control system. Automated 
production lines could be brought down 
through a cyberattack, halting production. 
Hackers can create backlogs to online ser-
vice centers, denying customers access to 
their online accounts or ceasing their ability 
to place orders. 
 Pendolino says that extracting finan-
cial information or stealing money outright 
is still the top motivator for cyber thieves, 
but hackers can be motivated by a host of 
reasons. Many cyberattacks occur just to 
prove it can be done. Self-driving cars have 
proven to be irresistable to hackers who’ve 
exploited flaws in the vehicles’ entertain-
ment system to take over control. Hack-
ers will target universities or government 
agencies, often to point out flaws in their 
security systems. 
 For years, programmers have been bat-
tling computer viruses designed simply to 
inflict damage. Businesses can be targeted 
by groups or organizations that object to 
their business practices. Political unrest can 
lead to cyberattacks on businesses that are 
seen as allies to the government or even lead 
to government-sponsored attacks. Cyberat-
tacks have been launched by competitors, 
disgruntled employees and customers with a 
grudge against a company.
 Last year, cyberattacks hit energy and 
utilities companies, defense and aerospace 
contractors, communication firms, retail 

outlets and health care providers. And not all 
the attacks were financially motivated.
 Last year, hackers reportedly were able 
to bring down a power grid in the Ukraine. 
Earlier this year, Nissan’s corporate  
websites were hacked to protest Japanese 
whaling practices.
 And in 2014, the German Federal Office 
for Information Security reported that a  
German steel mill suffered significant damage 
when hackers disrupted the control systems 
so that a blast furnace couldn’t properly shut 
down. While details of the attack and the dam-
age it caused are limited, it is one of the first 
incidents on record of hackers causing actual 
physical damage to a production facility.   

Mitigating losses
Pendolino says the potential for loss is 
what led FM Global to form its cyber task 
force. The team includes representatives 
from just about all disciplines in the com-
pany, including IT, engineering, marketing, 
research and insurance operations (claims, 
client service). He says the group will work 
to better understand this specific risk, and 
may conduct research projects and provide 
formal recommendations.
 “The task force is looking at what we 
can do from a cyber risk assessment and a 
loss prevention point of view,” Pendolino 
says. “We’re not trying to become a third-
party cyber security vendor. We’re trying  
to put our arms around this from an 
engineering standpoint.”
 Pendolino says FM Global’s approach 
to cyber threats is no different than its 
assessment of other risks. FM Global often 
puts teams together to examine emerging 
risks, like 3-D printing, or the use of robots 
in manufacturing. He likens the cyber effort 
to the approach FM Global takes in pro-
tecting data centers. FM Global looks for 
backup systems, redundant power sources 
and off-site storage as a way to mitigate the 
risk to data centers.
 He sees the cyber team developing 
similar recommendations to protect against 
cybercrimes. These may include on-site sys-

tems that control access to a facility, over-
rides of electronic controls, or backup or 
redundant IT systems that can take over in 
the event of a cyberattack.
 “It’s not just an IT problem,” Pendolino 
says. “We want risk managers to start to think 
about data like the other property they own.”

 While FM Global may offer recom-
mendations to prevent cyberattacks, Pendo-
lino says there is already an entire industry 
dedicated to providing firewalls, Internet 
security, intrusion testing and a host of other 
cyber security services. And given the nature 
of cyber threats, it is nearly impossible to 
completely stop cyber criminals from gain-
ing access to sensitive data and critical 
control systems.
 “Most companies already have all the 
right stuff in place and hackers are still able 
to get around it,” he says. “The majority 
of losses are preventable, but you’re never 
going to be hack-proof. There are just too 
many access points.” 
 He says FM Global will likely focus on 
mitigating the risk and ensuring that compa-
nies have protections in place that allow them 
to continue to operate after a cyberattack.
 “For critical operations systems, we are 
going to look at reasonable steps to take to 
protect them,” Pendolino concludes.  “We 
want to minimize the risk of a cyberattack 
happening and, if something were to hap-
pen, do companies have the right things in 
place to move on.”

“ We want to minimize the risk 
of a cyberattack happening and, 
if something were to happen, 
do companies have the right 
things in place to move on.”

Paul Pendolino 
VICE PRESIDENT, FM GLOBAL
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In the book, Hidden in Plain Sight: What 
Really Caused the World’s Worst Finan-
cial Crisis and Why It Could Happen 

Again, author Peter Wallison contends that 
“there is compelling evidence that the global 
financial crisis was the result of the [U.S.] 
government’s own housing policies.” In 
other words, the perceived external threat 
(financial crisis) was the result of unintended 
and not well thought-out actions initiated by 
the government.  
 The same type of crisis can happen in 
the corporate world—one that results from 
unintended consequences of a company’s 
policies and strategies. C-suite executives 
(CEO, CFO, etc.) worry about obvious mat-
ters that can affect the survival of their com-
pany and that of their own careers — manag-
ing stakeholder expectations in the short run, 
while trying to develop and execute success-
ful business strategies for the long run. What 
is not so obvious are the property risks that 
could detract from their focus. Here’s how 
managing property resilience can have an 
enduring impact on the success of a com-
pany and, specifically, its leadership.

Global CEO Outlook
In KPMG’s 2015 Global CEO Outlook, a 
survey of more than 1,200 CEOs from com-
panies with over US$500 million in revenue 
found these top five concerns:

ONE LESS 
THING TO DO

Improving resilience gives 
the C-suite peace of mind

1. Loyalty of customers
2.  New entrants disrupt business model
3. Keeping current with new technologies
4.  Competitors’ ability to take business 

away from their organization
5.  Their company’s products/services 

being relevant three years from now

 Such concerns directly correlate to 
growing and protecting the top and bottom 
line of a company. And, considering that the 
percentage of CEOs having confidence in 
their own country’s prospect for growth var-
ies drastically by country, a company’s oper-
ating environment is increasingly becoming 
more challenging.

Property risk and sustainability
Resilience is commonly defined as “the 
capacity to recover quickly from difficulties.” 
In corporate context, business resilience is an 
organization’s ability to quickly adapt to dis-
ruption—while maintaining operations and 
safeguarding people, assets and overall brand 
equity. It is creating sustainable business 
operations, given the risks surrounding it.
 Corporate resilience and an executive’s 
personal resilience are very much intercon-
nected. Consider the following scenario: A 
fire destroys a warehouse that is either com-
pany-owned or part of a critical supplier. 
Consequently, the company is unable to 
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deliver its product to clients, resulting in 
diminished loyalty (concern 1). Sales and 
market share plummet as competitors steal 
business away and new entrants get their 
opportunity (concerns 2 and 4). Share prices 
fall and investors lose money—impairing 
the company’s ability to keep current with 
technologies and retain products/services 
three years from now (concerns 3 and 5).  
 If we consider the implication of this 
scenario on the associated human element, 
we find that employees, customers and sup-
pliers have lost their livelihoods. Just as 
importantly, the marketplace has lost its con-
fidence in the effective stewardship of corpo-
rate assets. The C-suite now has to answer to 
its board of directors and shareholders. Hav-
ing that difficult conversation with stake-
holders, investment analysts and boards of 
directors is the last thing an executive needs. 
In terms of his or her career, this becomes a 
critical moment of truth. 
 Energy spent dealing with this cata-
strophic event takes attention away from the 
strategic aspects of the business (growing 
and protecting the top and bottom line), at 
least for the near term. In essence, a fire that 
destroys a key facility, affecting revenue, 
market share and reputation and leading to 
diminished shareholder value, can become 
a major opportunity cost for senior execu-
tives—this is the cost of an alternative that 

must be foregone in order to pursue a certain 
action. In this case, the opportunity cost is 
being forced to recover from a loss, rather 
than focus on strategic opportunities.

The cure for sleeplessness
Instead of having to deal with the con-
sequences of a fire, what if the executive 
invests in improving the resilience of the 
physical operations so the organization can 
avoid such loss—and potentially benefit?  
 To make appropriate investments in 
resilience, ask three questions:
■■  How much effort has the risk manage-

ment function expended to dealing with 
property risks? While risk management 
addresses a wide range of operational 
risks, in property risk the severity of 
loss can be disproportionally higher 
than other risks. Workplace accidents, 
auto crashes and management errors 
are commonplace, but property losses 
as outlined above can be devastating.

■■  Is risk management making the appro-
priate investments in risk improvement 
across the organization? Preventing or 
mitigating loss is primary; insurance 
should be the strategy of last resort.

■■  Is there communication to employees, 
suppliers, clients and shareholders with 
details regarding the level of property 
resilience and what is being done to 

enhance it? For internal, market and in-
vestor confidence is directly tied to the 
ability to effectively deal with property 
risks.

 Investing in risk improvement not only 
makes an organization resilient over the long 
haul, but  serves as a sustainable competitive 
advantage during a crisis and leads to supe-
rior market share and reputation.  
 The aftermaths of recent fires and natu-
ral catastrophes demonstrate how companies 
benefitted from a competitor’s struggles—
from Nokia (2000 Ericsson supplier fire), 
General Motors, Ford and Hyundai (2011 
Japan tsunami) and Seagate (2011 Thailand 
floods) to the Jaguar Land Rover’s competi-
tors from China’s Port of Tianjin explosions 
in 2015. Some benefits were temporary, oth-
ers long-lasting (Nokia).
 To ensure a sustainable competitive 
advantage, resiliency needs to become a 
strategic objective—one that will also help 
enhance a senior executive’s career.

A TALE OF TWO CAR COMPANIES
THE FINANCIAL IMPACT OF JAPAN’S EARTHQUAKE/TSUNAMI ON AUTO MANUFACTURERS (2011)
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+18.9% +1.3 points +21.6% +14.3%

U.S. MARKET 
SHARE CHANGE

OPERATING INCOME  
Q1 2011 VS Q1 2010

STOCK PRICE 
3/11 – 12/11 AUTOS

Steve Douvas is assistant vice president, 
senior market research consultant for 
FM Global.
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It has been a long time coming. For nearly 
a century and a half, the familiar sprin-
kler in one form or another has been 

one of the soundest loss prevention invest-
ments available. The 19th century saw inter-
est grow in developing such a device. One 
sprinkler-like invention was even developed 
by Hiram Stevens Maxim—who later earned 
fame as the inventor of the modern machine 
gun. But his invention lacked a crucial inno-
vation supplied by one Henry S. Parmalee 
who tested the first automatic fire sprinkler 
system in 1874, relying on a solder alloy that 
would melt at a relatively low temperature, 
to control the release of the stream of water. 
Since then, many manufacturers have cre-
ated products using a similar principle.
 Recently, faced with a growing number 
of loss prevention challenges, FM Global’s 
research division has undertaken the daunt-
ing task of updating a “classic,” with prom-
ising results that are being shared with the 
fire protection industry.

 The most prominent impetus for revis-
iting sprinklers comes from the world of 
modern distribution, where ever-larger 
warehouse structures combine high vertical 
storage and enormous enclosed volumes for 
the sake of efficiency. Lifting and retrieval 
technologies make it possible to store prod-
ucts higher than ever before. To minimize 
fire risks, some businesses have installed 
sprinkler systems within the rack configura-
tions often used to store products and pallets. 
Moreover, in some industries, such as paper, 
where on-end storage of roll paper coupled 
with overhead cranes are in widespread use, 
“stacks” up to 80 feet (24 meters) in height 
are not uncommon.  
 In those storage environments in par-
ticular, traditional sprinklers encounter 
tremendous challenges. Why? Traditional 
sprinklers descended from the Parmalee 
innovation of the 1870s rely on a sensitive 
element within the sprinkler itself to acti-
vate water flow. If a fire begins at or near 

UNCOMMON 
SENSORS

Researchers pioneer “smart” 
sprinklers with greater detection 
accuracy and speed of response
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meter) tall roll paper storage, a traditional 
sprinkler would not activate until flames were 
approximately 50 feet (15 meters) above the 
floor. “Our SMART system activated when 
the flames were only 14 feet (4 meters) tall,” 
he says, a two-thirds reduction.
 “By separating the sprinkler from the 
detection process and activating the sprin-
klers in an intelligent manner, more timely 
and efficient protection is provided for 
extremely challenging scenarios. We have 
also opened up the possibility of using dif-
ferent kinds of sensors or a network of sen-
sors, perhaps one day including infrared 
and video image-based detection,” he adds.
Because SMART is a proof of concept, 
Wieczorek notes that development efforts 
focused on applying commercial-off-the-
shelf (COTS) technology to minimize time 
and resources, utilizing smoke and heat 
detector products, software logic, and a 
solenoid-operated sprinkler or group of 
sprinklers. The prototype was used with a 

the base of a paper stack, the temperature at 
the ceiling level may not reach a sufficient 
temperature to activate until the fire has 
grown substantially and perhaps extended 
far beyond its original location. Efforts to 
make traditional sprinklers more sensitive 
could backfire. “A hot day in Arizona could 
be enough to set them off,” says Christopher 
Wieczorek, assistant vice president, research 
group manager for fire and explosion protec-
tion at FM Global. The combination of high 
storage and potential fire spread, dubbed 
“highly challenging fires” (HCFs), demands 
a response that goes beyond the protec-
tion recommendations involving traditional 
sprinklers, he notes.
 FM Global researchers decided to 
explore the notion that the essential “prob-
lem” with sprinklers is exactly the same as 
their greatest strength: the detection and 
actuation mechanisms are shared. This has 
yielded remarkably reliable and predict-
able responses to fire, but it is insufficient 
when fires are potentially at a great distance 
from the sprinkler. Moreover, the distance 
involved increases the possibility that sprin-
kler activation might still be insufficient to 
substantially reduce a conflagration.
 Given the technologies now available, 
the option of activating sprinklers on the 
basis of sensors located at a distance, such as 
in a deluge system, but where large groups 
of sprinklers are activated simultaneously, 
could be expanded to an intelligent protection 
system with limited and controlled sprinkler 
operation. A catchy name was developed to 
convey the combination of detection at an 
early stage (by being as close as possible 

to what is being protected) and response, 
namely, Simultaneous Monitoring, Assess-
ment and Response Technology (SMART). 
As it turns out, SMART technology really 
is “smart” in the sense that it uses small, 
inexpensive computer chips to assess sensor 
inputs and determine the best response across 
a system of discharge devices.
 Although SMART may have begun as 
merely a concept, it soon took physical form 
in an effort to make a practical determina-
tion of how to best identify a hazard and 
respond effectively.
 Experiments at laboratory scale were 
conducted in the Small Burn Lab at the 
FM Global Research Campus. A range of 
various fire sizes and fire locations were 
used to test detection capabilities, followed 
by efforts to distinguish optimal sprinkler 
spacing and activation scenarios.
 For both detection accuracy and speed 
of response, the experiments showed the 
value of using more than one detector tech-
nology, specifically, the rise of temperature 
and the presence of smoke. Having two dif-
ferent sensor types reduces the likelihood 
of a false trigger and can help “triangulate” 
the exact location of a fire more successfully 
than a single sensor. 
 Yibing Xin, senior lead research scien-
tist at FM Global, cautions that SMART is 
not a product—FM Global does not manu-
facture detection or protection equipment; 
rather it is “a proof of concept for a new 
protection system to deal with the limits of 
traditional sprinklers,” he says.
 Speed of actuation was a goal and, 
according to Xin, in a test of a 42-foot (13- 

“ By separating the sprinkler from the detection process and  
activating the sprinklers in an intelligent manner, more timely  
and efficient protection is provided for extremely challenging  
scenarios. We have also opened up the possibility of using  
different kinds of sensors or a network of sensors, perhaps  
one day including infrared and video image-based detection.”

Yibing Xin 
SENIOR LEAD RESEARCH SCIENTIST, FM GLOBAL

The system design starts with the objectives of 
detecting, locating and suppressing a fire as early 
and as locally as possible.
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“wet” sprinkler system, but the technology 
could also be adapted to a dry-pipe system.
 Wieczorek says FM Global plans to 
continue to share details of its work to date 
and is open to working with industry. “The 
key is to ensure that the best possible tech-
nology is available to clients,” he says.
 Wieczorek says FM Global research 
focuses both on near-term problems facing 
clients as well as long-term challenges. The 
SMART sprinklers fall into the latter cate-
gory, he says. “We want to maintain a long-
term advantage with an effort to develop 
new technologies. This means targeting 
areas where we don’t see viable alterna-
tives,” he adds.
 “We believe in many applications a ceil-
ing-only approach using traditional sprinklers 
is not adequate,” Xin notes. “With SMART 
sprinkler technology we aimed to connect 
rapid detection, intelligent fire location and 
suppression to create more cost-effective 
solutions for FM Global clients.”
 Avoiding the damage that can come 
with unnecessary sprinkler actuation was 
also a concern, and an important driver in 
requiring two detection signals. This tech-
nology is also relevant in situations where 
the available water supply is limited. “With 
targeted water delivery you need fewer 
sprinklers and less water,” Wieczorek says. 
That can be vital from a cost perspective as 
well. If fire protection can be achieved with 
less water, owners may be able to avoid con-
struction of large storage tanks or the instal-
lation of pumping equipment. Building own-
ers may even be pleased with the “green” 
aspects of using less water, he adds.
 From an economic standpoint, loca-
tional accuracy and early detection com-
bine to reduce the number of sprinklers that 
may be needed to achieve the same effect. 
“Where a traditional design might require a 
dozen or even 30 sprinklers, the same results 
might now be achieved with between six and 
nine,” Wieczorek says.
 For reliability the research team 
will eventually work with FM Approvals  
to develop a standard to test the vigor of  

SMART systems and ensure their suffi-
ciency for deployment. Because it is new 
technology, Wieczorek says “we will be 
cautious about where and how it is used. 
For instance, we won’t want exposed wires 
that could suffer fire damage” (although 
the current SMART design relies on wire-
less signal transmission to achieve activa-
tion). Furthermore, the workings of any new 
system will be carefully studied to iron out 
any unforeseen vulnerabilities.
 Wieczorek says he has not made esti-
mates of what a SMART system might cost. 
“I’m assuming it would be a little more 
expensive than traditional options but it 
should at least be within the same order of 
magnitude,” he explains. 
 For now, he adds, the focus is on meet-
ing needs where traditional sprinklers are 

inadequate. But further into the future, the 
technology could be applied more broadly to 
offer advanced fire protection.
 Xin says the future for SMART is prom-
ising not merely because it delivers where a 
traditional sprinkler cannot, but because of 
its ability to suppress fires faster. “We believe 
we can reduce water demand by at least half 
while reducing fire and smoke damage, which 
could be a huge advantage where high-value 
products are stored,” he explains. 
 Although the SMART sprinkler 
research completed thus far is only for 
proof of concept, it is a significant step to 
put FM Global at the forefront of developing 
loss prevention technology—maintaining a 
position it has held in the industry for more 
than a century.

SMART VS. TRADITIONAL
THE WATER DEMAND OF THE TWO SPRINKLER SYSTEMS 
FOR DIFFERENT STORAGE HEIGHTS
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Alesson is learned when we change 
our behavior.” Articulated by the 
Fire and Aviation Management 

division of the National Park Service, the 
phrase is particularly inspiring when applied 
to the actions taken in the wake of cata-
strophic fire events.
 A case in point is the Kiss nightclub 
fire, which occurred on January 27, 2013, in 
Santa Maria, a municipality in Rio Grande do 
Sul in the southernmost region of Brazil. The 
disaster—the third-deadliest nightclub fire in 
history—killed 242 people and injured more 
than 600. Most of the victims were students 
at the Federal University of Santa Maria. 
The blaze formed when a band lit a flare on 
stage, which ignited soundproofing foam in 
the ceiling. Insufficient emergency exits at the 

severely overcrowded club contributed to the 
death toll. These same elements played a role 
at devastating nightclub fires in Rhode Island, 
USA, in 2003; Buenos Aires in 2004; Russia 
in 2009; Shenzhen in 2008, among others.
 Whenever a major fire occurs, there is an 
immediate rush to try to fix everything per-
ceived as a contributing factor to the horrific 
event. The day after the Kiss conflagration, 
Brazilian President Dilma Rousseff said, “In 
the face of this tragedy, we have the duty to 
make the commitment, to ensure that this will 
never happen again.”
 Tragic history, however, does tend to 
repeat itself—but valuable lessons are learned 
and significant change can occur.
 Three decades before the Kiss inferno, 
two fires at high-rise buildings—the Andraus 

HEARTBREAK AND HOPE 
Improving fire safety in Brazil and Latin America means striving to change codes as well as behavior

in 1972 and the Joelma in 1974, both in 
downtown São Paulo—caused hundreds of 
fatalities and are today recognized as the 
first disasters in Brazil that brought about 
significant improvements in fire protec-
tion legislation and practices. The tragedies 
led to the creation of the first Brazilian fire 
safety laboratory at the Institute for Techno-
logical Research, the issuing of stand-alone 
fire codes in many states (previously, fire 
safety was only briefly addressed in build-
ing codes), and other measures which were 
adopted worldwide.
 There are many challenges to enforcing 
national fire codes and standards in Brazil.
Critics of the country’s firefighting system 
point to lax inspections and institutional cor-
ruption as the most daunting problems. And 
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the country’s governmental structure adds  
to the difficulties in developing effective  
fire standards. 
 Marcelo Lima, assistant vice president 
and senior codes and standards consultant at 
FM Global, explains: “Brazil has 26 states 
and one federal district. Economic dispar-
ity between the states is the major barrier 
to having a more homogeneous fire code; 
usually, less-developed states tend to have 
less-strict fire protection requirements. Each 
state has one central fire service organized 
under a military structure, but they are not 
able to cover their entire territory.”
 Colonel Cássio Roberto Armani, the 

vice-commander of the São Paulo State Fire 
Department, elaborates: “Above all, there 
is a legal issue regarding the autonomy of 
the states and their respective responsibil-
ity for fire safety legislation. On the other 
hand, Brazilian federal standards are usually 
adopted by state regulations in full or with 
some adjustments. There is now a tendency 
of equalization of fire safety requirements 
between the different states.”
 The country’s diverse geographical 
makeup is also a factor. “By some accounts, 
only 22 percent of the Brazilian municipali-
ties have an active fire service presence,” 
Lima says. “But those who defend the cur-
rent structure maintain that, in spite of this 
small percentage, about 75 percent of the 
Brazilian population lives in cities and towns 
that have an active fire service. Volunteer fire 
department advocates cite these numbers as 
the reason why there should be more volun-
teer services, but it is highly unlikely that the 
situation will change in the coming years.”

 Despite these formidable complexities, 
there has been progress in the wake of the 
Kiss fire. Col. Armani says: “First, there was 
major concern about the technicians respon-
sible and mainly in charge of licensing fire 
buildings, in view of the great impact of the 
event throughout the national territory. The 
prosecution authorities started to monitor 
more closely the work of licensing the agen-
cies of public gathering places.
 “Several initiatives have occurred in 
various parts of the country and some are 
still in progress, such as the federal law 
projects related to fire safety,” Col. Armani 
continues. “In São Paulo, for example, the 

requirements for public meeting places have 
become stricter, especially those related 
to emergency exits. And as a result of the 
Kiss nightclub fire, some more changes are 
planned for 2016.”
 Lima adds: “Although the public still 
feels that nothing was done, there have been 
important steps to improve the fire protec-
tion scenario in Brazil. The most important 
change is the upgrade of fire codes in many 
states, by adopting or using the São Paulo 
state code as the model. The São Paulo 
code is perceived as the most modern and  
complete fire code in Brazil, and is very 
supportive of the use of sprinklers.”
 But sprinklers are a major matter of 
contention in Brazil. Many business own-
ers express doubts about their effectiveness. 
Lima says, “There is a very common argu-
ment: sprinklers work great in the United 
States, but do not work in Brazil because of 
poor maintenance practices, use of low-qual-
ity equipment, and the poor technical level 

of sprinkler-system designers and install-
ers. Unfortunately, we don’t have local data 
to either confirm or rebuke the argument. 
Usually it is not effective to just show U.S.-
generated data about sprinkler reliability and 
expect to change the current opinion.
 “There are many actions that need to 
be taken,” Lima continues. “Education of 
fire protection professionals in order to have 
better-designed and better-installed fire pro-
tection systems; education of the Authorities 
Having Jurisdiction (AHJs) [agencies and 
officials who oversee construction], so they 
can better identify problems in proposed and 
existing installations; availability of certified 
fire protection equipment, in order to have 
adequate performance during a fire; and 
professional certification, to drive away 
from the market the ill-prepared profession-
als. Many of these activities are carried out 
by the Brazilian Sprinkler Institute (ISB), 
where FM Global has a very active partici-
pation, and by the Brazilian Sprinkler Asso-
ciation (ABSpk), which is heavily investing 
in professional training and certification.”
 Lima notes that after the Kiss fire, “sev-
eral bills were proposed at the national and 
state level to improve enforcement of fire 
codes, control of overcrowding in public 
venues, fire protection measures, etc. One 
particular bill introduced in the National 
Congress (PL 2020) addresses fundamental 
problems identified after the Kiss nightclub 
fire, that is, lack of accountability of local 
authorities, the need to educate engineers 
and architects to improve the efficiency and 
quality of AHJs, among other measures. The 
bill is in the final stages of approval about 
two years after its introduction. Improve-
ments in fire protection equipment certifica-
tion practices and better technical standards 
are also happening.” 
 Some analysts have noted that a lack of 
accurate and usable fire incident data makes 
it difficult to establish progressive national 
fire safety codes or regulations. Col. Armani 
says, “Reliable statistics and, just beyond, 
an integrated database between the states’ 
fire services would allow a better assessment 

“ There are many actions that need to be taken. Education of fire 
protection professionals in order to have better-designed and 
better-installed fire protection systems is one of them.”

Marcelo Lima 
SENIOR CONSULTANT, CODES AND STANDARDS, FM GLOBAL
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of fire protection measures in terms of 
effectiveness. This would greatly help in 
the review of state codes of fire protec-
tion, making the most appropriate and duly  
justified requirements. This would help 
even the standards review processes of the  
Brazilian Association of Technical Stan-
dards (ABNT), which also does not have 
such information.”
 FM Global’s Lima adds: “It is gener-
ally agreed that you cannot improve what 
you cannot measure,” he says. “Brazil keeps 
very poor records of fire incidents and fire-
fighting activities. One of the projects car-
ried out by the Brazilian Sprinkler Institute 
is to work with local fire services to release 
fire incident data to the general public.” 
 Col. Armani, who wrote an award-
winning technical paper for a competition 
sponsored by the ISB, says that the initiative 
“stimulates the interest of teachers, students 
and researchers, contributing to the sprinkler 
system to be better studied and taught in  
the country.” Col. Armani notes that “adver-
tising is essential” to educating the public 
about the benefits of sprinklers; he also sug-
gests that a degree in fire safety and protec-
tion should be created for students of archi-
tecture and engineering.
 Lima says that FM Global is taking an 
active role to advance fire safety and stan-
dards in Brazil, noting that the company 
“can contribute to improve the quality of 
local fire codes by sharing the technical 
knowledge we have developed through the 
years. My mission is to make this informa-
tion available to local authorities.
 “But it is important to note that 
no single measure will change the fire 
protection scenario in Brazil in the short 
term,” Lima concludes. “Real change takes 
time to solidify and is the result of many 
different initiatives.”
 

On March 25, 1911, a fire that started in a rag bin engulfed the Triangle Shirt-
waist Factory in New York City’s Greenwich Village. Nearly 500 women, mostly 
immigrant teenage girls, were trapped inside the sweatshop because doors leading 
to the stairwells and exits were locked. A total of 146 were killed—58 leaped to 
their deaths in an attempt to escape the blaze. The city quickly passed dozens of 
fire and safety regulations and strengthened the efforts of the International Ladies’ 
Garment Workers’ Union to push for child labor and workers’ compensation laws.

In 1942 at the Cocoanut Grove in Boston, 492 people were killed and hundreds 
injured  in a massive fire—the worst nightclub fire in U.S. history. (Capacity was 
460.) In its wake, safety codes were made more stringent nationwide; an NFPA 
official noted that “the most glaring feature of this tragedy was the lack of proper 
exits. Revolving doors have long been considered a menace under fire and panic 
conditions.” The medical response to the event (including one of the first uses of 
penicillin) inspired improvements in the treatment of burn victims.

In 1946, 90 people died in fires at hotels in Illinois, Iowa and Texas. And in  
December at the Winecoff Hotel in Atlanta, Georgia, 119 people were killed in this 
deadliest-ever U.S. hotel fire. The death toll led to a widespread upgrade of fire codes 
and the implementation of safety features, including sprinklers, noncombustible fire 
doors, fire alarms and escapes, and an increase in clearly marked exits.

In 1977 at the Beverly Hills Supper Club in Southgate, Kentucky, a conflagration 
killed 165 and injured 200. A report by the Louisville Courier-Journal spurred an  
investigation that resulted in the prohibition of aluminum wiring and in laws  
requiring updated fire alarm systems and sprinklers, emergency lighting, and non-
toxic/nonflammable materials for walls, floors and furniture.

In 2003, a fire at the Station nightclub (above) in West Warwick, Rhode 
Island, claimed 100 lives and injured 230. Flammable soundproofing insulation was 
ignited by pyrotechnics. After the disaster, the NFPA amended its codes for “assembly 
occupancies,” mandating automatic sprinklers for establishments with 100 or more 
patrons, and enacting crowd management and building inspection regulations.

OUT OF THE ASHES
TRAGIC FIRES AND THE CHANGES THEY ENGENDERED
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It is an unusually warm day in Novem-
ber at the Taco manufacturing facility in 
Fall River, Massachusetts. A dozen Taco 

employees are gathered in a small, fenced-in 
area behind the main building, listening to 
Fall River Fire Inspector Jeff Medeiros dis-
cuss the basics of fire extinguisher use.
 “You’re going to want to pull the pin 
while the fire extinguisher is still on the 
ground,” the 20-year fire department veteran 
explains. “Because no matter how strong 
you are, once you put pressure on the han-
dle, you’re going to have a hard time getting 
that pin out.”
 It is a small piece of advice that could 
mean the difference between a minor inci-
dent and a catastrophic loss—one tidbit of 
information that Medeiros supplies as part 
of his fire extinguisher training class.
 Fire extinguishers are the first line of 
defense against fires at home and at work. 
Proper use of a fire extinguisher at the incipi-

ent stage can quickly douse small fires before 
they become major incidents, or contain a 
fire until firefighters arrive. They can also 
aid in keeping evacuation routes clear, allow-
ing co-workers to get to safety.
 OSHA requires fire extinguisher train-
ing for employees on an annual basis. The 
training does not have to be hands-on, but 
Medeiros feels it’s an invaluable part of  
the training.
 “People walk by a fire extinguisher 
every day, but it’s so important to have them 
put their hands on it,” Medeiros explains. 
“After the training I ask people if they are 
comfortable using it and they say, ‘Oh yeah, 
it’s easy.’ I ask them how they felt before the 
training and they say they would have been 
very apprehensive about using it.”
 Thanks to an FM Global Fire Preven-
tion Grant, Medeiros has the equipment he 
needs to travel around Fall River, a city of 
nearly 100,000 people, offering this hands- 
on program. The equipment—a propane gas 
tank, burner, portable generator, compressor 
and four fire extinguishers—gives people 
an opportunity to handle a real extinguisher 
and use it to put out real flames. The grant 
has allowed Medeiros to provide training 
to more than 2,000 people in the past year, 
including visits to manufacturing sites, hos-
pitals and office buildings.
 The FM Global Fire Prevention Grant 
is offered to fire departments and commu-
nity organizations to support a wide variety 
of fire prevention and preparedness pro-
grams. FM Global has awarded millions of 
dollars in grants across the United States 
and internationally. The grants (usually 
under US$10,000) have been used to help 
these organizations purchase smoke detec-
tors, pre-fire planning software, educa-
tional material and a host of other items not 
embedded in their annual budgets.
 Medeiros’s stop at Taco was not by 
chance. Taco is a leading manufacturer of 
heating and cooling equipment, systems 
and accessories for residential, commercial 
and institutional buildings worldwide. They 
are also an FM Global client.

PULL, AIM, SQUEEZE 
AND SWEEP 

Learning to extinguish fires 
the right way 
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 Taco, which employs more than 500 in 
two manufacturing sites, was grateful for the 
opportunity to receive the training.
 “We do classroom training but I really 
want everyone to put their hands on it, 
pull the pin, feel the weight and feel how 
it sprays,” said David Grof, Taco’s safety 
and environmental director. “It’s like going 
to Driver’s Ed and watching the videos and 
listening to the lectures but never actually 
driving a car.”
 Having has spent most of his career in 
health and safety, Grof remembers the days 
when fire departments would light pallets on 

fire to provide the extinguisher training. And 
Medeiros recalls floating gasoline on water 
and lighting it to get that hands-on experience. 
The new equipment certainly makes training 
easier. It is much more environmentally and 
user-friendly and allows a large number of 
people to be trained in a relatively short time.
 Back in the lot behind Taco, employees 
huddle around Medeiros to get their final 
instructions. Over the course of the day, all 
80 employees will run through the training. 
They are reminded of the acronym PASS: 
pull, aim, squeeze and sweep. As employ-
ees take aim at the fire, Medeiros activates 

the burner, which looks like a large camp-
ing stove. Each person’s turn lasts only about  
30 seconds, but for Medeiros, it is a valuable 
30 seconds.
 “These guys are in manufacturing, so 
they are used to working with tools,” he said. 
“But for someone in an office, or nurses and 
people in human services who don’t work 
with equipment, it’s really valuable to have 

them get their hands on it.”

MORE ON FIRE PREVENTION GRANTS 

For more than 40 years, the FM Global Fire Prevention Grant 
Program has provided support to organizations worldwide 
that combat fire. Because FM Global believes the majority of 
fires can be prevented, the grants are offered to fund a wide 
variety of fire prevention, preparedness and control efforts.
 Fire departments and brigades, as well as national, 
state, regional, local and community organizations can  
apply for funding. Funds can be used for any fire prevention 
program, including training and education, pre-fire planning, 
or arson prevention and detection.
 Pre-fire planning awards have included funds for soft-
ware programs and laptops. Arson prevention and detection 
grants support continuing education courses, specialized 
cameras and accelerant detection equipment. Grants have 

been used to purchase digital cameras, fire extinguisher  
simulators, smoke detectors, fire prevention education 
materials, FireZone software and battery-powered lighting 
systems.
 Grant applications are available on the FM Global  
website. Applications are reviewed three times per year. 
Deadlines for receipt of applications are April 1,  
August 1 and December 1. All grant applications are  
reviewed by a committee consisting of a diverse group of  
FM Global property loss prevention experts and members  
of the public fire service community. Decisions on awards  
are made 2 – 3 months after the submittal deadline. For  
information, email firepreventiongrants@fmglobal.com.

ISSUE 1 : 2016  REASON    17    



LOOKING  
GOOD  
IN PAPER
WITH IP’S DAVID ARICK



D
avid Arick, ARM, is assistant treasurer, 
Global Risk Management, for Interna-
tional Paper, the world’s largest pack-
aging, paper and pulp company. His 
Memphis-based team is responsible for 

global risk financing and captive management, prop-
erty conservation and claims management.
 Arick has worked in insurance and risk manage-
ment for more than 25 years, beginning his career 
in claim services at Nationwide Insurance in Colum-
bus, Ohio. He then progressed through corporate risk 
roles at Bank One (now JPMorgan Chase), Abbott 
Laboratories, Emerson Electric and General Electric, 
prior to joining International Paper in 2004.
 Arick also serves as chairman emeritus of the 
M200 Association, and as an executive committee 
board member of the Fire Museum of Memphis. He 
is a regular presenter at the RIMS annual conference 
and has previously served RIMS in various chapter 
and national committee roles.



been really happy about—seeing that evo-
lution over the last several years where our 
group is more and more involved in trying to 
help head off issues, fix problems or just be 
part of how we look at things going forward.

Can you explain how you engage 
with the insurance side of things?
We’ve got a number of insurance pro-
grams—and other broker and insurance 
partners—that we manage. So outside of 
the engineering function of my group, we 
have five people including myself who 
touch the insurance program. We’re buying 
and administering multiple global insurance 
programs; we’re doing the accounting, the 
budgeting and the allocations for those pro-
grams. There’s a lot of work, and I’m hands-
on for many of those things. 
 We’ve got a former FM Global 
employee, Rodney Marchand, with whom I 
tag-team a lot on insurance program issues, 
so when you ask about the property rela-
tionship, the engineers are accountable 
to me. Rodney deals with the insurance 
administration; he’s really good with cover-
age issues and handling claims. I’m looking 
at the financial elements and what makes 
sense for us in the long run. Where should 
we use our captives? How does senior man-
agement want us to be thinking about that 
relationship? And finally, how does engi-
neering fit into the goals and objectives of 
the group?

How do you define alignment? What 
does it mean exactly to IP?
For me, it’s having a long-term view. Some 
companies are forced to look for the cheap-
est premium every year; it’s very transac-
tional. That’s not alignment with FM Global. 
When I think about loss prevention and hav-
ing a culture around doing things the right 
way, that’s alignment. FM Global would say, 
‘Build it right the first time and protect it.’ 
I think that’s how IP looks at things. When 
we make an investment, we’re trying to 
make sure that investment’s going to earn 
a return for our shareholders, that it doesn’t 
get destroyed by something we could have 
prevented. Because that’s destroying the 
trust shareholders have put in us.

Talk about your department. Where 
does it fall within the corporate struc-
ture? And what role does risk man-
agement play in the scheme of IP’s 
vision for business?
We report into corporate treasury, so my boss 
is vice president and treasurer. He reports to 
our CFO [chief financial officer] who’s part 
of our senior leadership team at the com-
pany. When the group was really ‘just pur-
chasing insurance,’ it always reported into 
finance in some form or fashion. Over time, 
engineering loss prevention was added on 
to the group. As we added resources around 
loss prevention, it evolved from facility and 
property loss prevention to include issues 

like contractual risk allocation, that is, things 
that are more liability-oriented.
 The group’s function shifted from insur-
ance purchasing to risk management. At the 
same time, IP has also evolved. Finance has 
come to expect more out of our group than 
just ‘getting the cheapest insurance.’ They 
are wondering how risk management can 
add value to the company, how it can supple-
ment the company’s mission.

So how do you accomplish that?
By trying to help facilities run smoothly and 
efficiently without losses that can disrupt 
their ability to deliver the product and income 
they’re expected to deliver. It means having 
long-term strategies for buying the right lev-
els and right types of insurance. It is identi-
fying risk that perhaps the company hasn’t 
really considered—and educating people and 
ultimately senior management on what we 
think that risk should look like. Based on the 
direction senior management provides, we go 
out and make that happen.
 In the time I’ve been at IP, we’ve 
become increasingly more collaborative and 
open. Everyone I run into is trying to operate 
as safely as they can every day. If they don’t 
know what that looks like, they can ask for 
help and they will find really smart people in 
the company who are willing to help. I like 
to think we’re among those who can jump 
in when people need us. I don’t know that 
that’s unique to IP, but it’s something I’ve 

Throughout my career, people have talked about alignment 
with FM Global—that word seems to be used with FM Global 
more than any company I know in the insurance industry. 
When I think about the relationships my prior employers  

have had with FM Global, International Paper [IP] definitely seems to have 
that alignment. We’ve formalized a philosophy around the majority of loss 
being preventable, and I think we’ve also lived it but without articulating  
it that particular way. 
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What challenges emerge from IP’s 
acquisitions?
We’ve made a number of acquisitions in the 
time I’ve been here. For each acquisition, 
large or small, you have to do about the same 
amount of work. In larger ones, you tend to 
get better information and there’s a higher 
likelihood of interacting with somebody 
wearing a risk management hat. The smaller 
the acquisition, the more you have to make 
some assumptions. 
 A handful of acquisitions have been 
a challenge from a functional standpoint, 

a risk standpoint, just thinking about how 
that new business gets integrated into our 
existing businesses and how we can make 
sure they understand the importance of loss 
prevention.  

How do you feel about learning from 
losses? How important is it to you 
and to the people who report to you 
to learn from what they’re dealing 
with, positive or negative?
From my personal standpoint, it’s very 
important because we try so hard to prevent 

things from going wrong. It’s important to 
reflect on why something actually did go 
wrong—and implement that into our strat-
egy. When something goes wrong, one of the 
questions you ask is, ‘How do we educate 
the rest of the people in IP on what went 
wrong to ensure the same thing doesn’t hap-
pen again?’ I’d say there’s really good sup-
port around conducting investigations to 
find out exactly what happened and employ 
needed changes. 

After more than 30 years of construc-
tive relationship with FM Global, 
where will the partnership go from 
here? Where would you like to see it?
That’s a great question. The things that come 
to mind are finding smarter ways to do the 
research you’re already doing to prevent 
losses from occurring ... maybe figuring out 
how to model a loss event via technology, 
without burning up big piles of product. I 
think that’s a huge opportunity in the future. 
The enterprise learning element of trying 
to make sure people are equipped with the 
tools to do their jobs properly is also huge, 
and is going to be a big focus for our group 
in the coming years. 
 Keep enhancing how FM Global trains 
its engineers so to be of their greatest value 
when they go out and do the inspections—
they’re not just working off a checklist that 
FM Global has historically looked at, they’re 
really going in with their eyes open and can 
articulate why something is a problem and 
how to fix it. Then, when they write the risk 
report, it’s only reinforcing the discussion 
they’ve already had. 

ISSUE 1 : 2016  REASON    21    



ROLL TAPE 
WITH IP’S RISK MANAGEMENT TRIUMVIRATE  

Ken Mayeaux: We basically do the same 
thing in terms of handling property conser-
vation around the world. We split the world 
up into thirds, each of us handling pulp and 
paper mills, converting and container board 
facilities, recycling centers, sheeting opera-
tions, etc. We do separate our global opera-
tion a little differently. I support our mills 
in EMEA [Europe, Middle East and Africa] 
and Rich [Pakkala] supports the container 
board facilities. I also support the operations 
in Russia and India, and Rich supports the 
operations in Turkey and Morocco. Jerry 
[Vuoso] supports the operations in Brazil, 
Latin America and Mexico.

There are geographical divisions?
Jerry Vuoso: The domestic mills are divided 
up by quantity; he’s got 10, I’ve got 10, 
and so on. The boxed plants, the container 
operation, we divide up by region, so I sup-
port the west coast and the other two engi-
neers split up the east, north and south. As 
Ken was indicating, globally it’s regional, 
very regional. I’ll take care of all of Mexico 
down to the Antarctic and these guys split up 
Europe and Africa. 

Do you approach your jobs differ-
ently? Do you have different sensi-
bilities, different ideas on how things 
need to get done? 
Jerry Vuoso: We try to approach projects 
with some consistency. If there’s a compa-
nywide initiative, we work together to build 
a consensus as to how that’s going to be 
addressed. Sure there are differences. I have 
a different level of experience than the other 
two fellows have, so we do approach things 
differently. But we try to apply standard 
engineering techniques where there’s com-
monality.

How do you define success? The team 
is obviously successful, so how does 
that become quantified? 
Jerry Vuoso: As a group, our success is 
making everyone aware that, for the viabil-
ity of the corporation, we need to prevent 
catastrophic incidents across the company. 
As long as we can drive that message, the 
engineering is secondary. We support the 
engineering function, but are the cham-
pions when it comes to preventing cata-
strophic property damage. We’re not directly 

We sat down with the three corporate risk management engineers at Interna-
tional Paper (IP) in Memphis, Tennessee, to discuss their philosophy on managing 
global risk management insurance programs in a high-hazard environment. Jerry 
Vuoso, Rich Pakkala and Ken Mayeaux all have unique engineering backgrounds 
that make them especially suited to the kind of risk control IP demands. And with 
operations in 24 countries, including 277 manufacturing facilities, IP is a demand-
ing entity, churning out more than 27 million tons of pulp and paper products in 
2015 alone. Throughout this barrage of efficient production, it is up to the risk team 
to manage the protection of these entities—no small task given the cultural differ-
ences, challenges and expectations that exist around the world.

involved with safety, but if we prevent a fire, 
we also ensure safety in that respect.

Rich Pakkala: I agree with Jerry. If we don’t 
have a major loss, then it has been a good 
year. Risk improvement is also a priority. 
But if we’re not having that big loss—a 
financial impact to the corporation—then 
we’re successful. 

Do you feel that way, Ken?
Ken Mayeaux: Yes. The difficulty we face is 
that we can’t prove a negative. If we have 
sprinklers put into a location and have one 
sprinkler head go off to control a fire, that’s 
a success. But, we never know for sure when 
we’ve prevented a major loss or catastrophe, 
but we like to think we have. We know—and 
FM Global knows—just what can happen if 
proper protection and adequate human ele-
ment programs aren’t in place. 

Rich Pakkala: We have a mill in Vicksburg, 
Mississippi, which was recently hit by a 
flood of the Mississippi River. We had a cat-
astrophic flood loss in 2011. I was working 
at the mill trying to prevent flooding from 
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this river again. We spent a million dollars 
on prevention, making sure we’re doing the 
right things to keep the mill operating. It has 
been a success. It’s continuing to operate.

That’s one of the little victories.
Rich Pakkala: Very few people in the corpo-
ration realize what it took to keep that mill 
dry and in operation. 

What happens if business is inter-
rupted?
Rich Pakkala: People notice, and sharehold-
ers start asking questions. 

Do you compare cultural notes? 
Can you help each other solve such 
issues?
Jerry Vuoso: There’s a philosophy of loss 
prevention in the United States based on 
experience. We’ve had a lot of fires over the 
years. We have, in our culture, an under-
standing of what a fire can do. But there are 
places in the world that don’t have that expe-

rience and have difficulty understanding 
why we’re asking them to take certain mea-
sures. ‘Why do we need sprinklers?’ they 
ask. ‘The buildings are made of concrete!’ 
You have to spend the time to educate them 
and get them to buy in. 
 When you go to a place like Brazil 
where their incidence of fires is different 
from that in the United States because of the 
construction features, the buy-in on any kind 
of property protection, including sprinkler 
installation, is not immediate. Resources 
like the Hot Work Permit System get easily 
followed because they understand that that’s 
how you prevent a fire. But when it comes 
to physical improvements, that’s a little bit 
more of a challenge. 

Rich Pakkala: During my first visit to 
Europe in the 1980s, I was shocked at how 
few locations were protected by sprinkler 
systems. It has been quite a culture change 
for some of our facilities to put in fire pro-
tection. FM Global’s field engineers have 

joined us in providing tremendous education 
for a lot of our people overseas. 

I’m impressed by the demands this 
company has on FM Global. I’ve never 
seen anything like it. 
Jerry Vuoso: It’s a very important partner-
ship. We have high standards and a lot of 
responsibility in ensuring certain things are 
taken care of. Without the partnership and 
the buy-in from FM Global, we couldn’t get 
done what we need to get done.

Rich Pakkala: International Paper is 
very demanding of FM Global’s time 
and resources. We’ve been insured with 
FM Global for more than 30 years. They 
understand how we think, and we know 
many of their field engineers. 

Ken Mayeaux: We are serious about trying to 
do the right thing for the company in regard 
to protecting assets and our employees. To 
this end, and because of our size, we do rely 

Without the partner-
ship and the buy-in 
from FM Global, we 
couldn’t get done what 

we need to get done. 

JERRY VUOSO, RISK MANAGEMENT ENGINEER, INTERNATIONAL PAPER
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FM Global is the very best when it 
comes to inspecting and evaluating 
equipment hazards, and has  
a host of talented inspectors  

and engineers to assist us in  
this regard. 

heavily on our FM Global account team, 
the field engineering staff, as well as other 
FM Global resources.

How do you effectively communicate 
and implement a plan? 
Rich Pakkala: Communication is key, but 
technology is changing how communica-
tion occurs. Not long ago we were holding 
one-on-one or group training classes. Now 
we can do so much more through webinars, 
podcasts and online training classes. 

Let’s talk about the importance of 
training. I know it’s a big field.
Jerry Vuoso: You can have a great product, 

but if you can’t get people to understand 
why the product is important, you’re not 
going to be able to sell it. Training is a criti-
cal means of communicating because you 
are giving people the tools to do the job 
right. We’ve got a robust e-learning system 
within the company, with some 54 e-learn-
ing opportunities available, in multiple lan-
guages, concerning property protection. Our 
training basically follows FM Global’s phi-
losophies. In fact, most classes are exactly 
what’s presented by FM Global.

Giving credit where credit is due?
Rich Pakkala: Rewards can also come dur-
ing a claim. How quickly are you going to 

KEN MAYEAUX, RISK MANAGEMENT ENGINEER, INTERNATIONAL PAPER

get that claim settled and bring that money 
back in to the financial groups, is impor-
tant. Everybody’s got to remember that the 
concept of Factory Mutual [FM Global] is 
that it’s a mutual company. So when we’re 
having that large loss, it’s affecting every-
body; when somebody else is having a large 
loss, it’s affecting us. That mutual concept is 
vital. And the membership credit is the ulti-
mate reward for doing a good job. 

What about equipment hazards, 
boiler and machinery, for example? 
How do you feel FM Global is posi-
tioned in that area? Talented, defi-
cient, up and coming?
Jerry Vuoso: The people on our account and 
those who service our facilities are very tal-
ented when it comes to boiler and machin-
ery and other hazards. They’ve identified 
equipment hazard risks that we would not 
have identified internally, were it not for 
the expertise FM Global brings to the table. 
We’ve got a very good technology group, but 
even they can’t be everywhere. FM Global is 
our eyes and ears. They’ll find stuff we don’t 
have time to look for. 

Rich Pakkala: We have had a number of 
losses with turbine generators over the 
last 10 years, none of which exceeded our 
deductible. This is an area where we depend 
on the expertise of the FM Global field and 
account engineers. 

Ken Mayeaux: FM Global is the very best 
when it comes to inspecting and evaluating 
equipment hazards, and has a host of talented 
inspectors and engineers to assist us in this 
regard. FM Global also has the resources to 
assist in the evaluation of equipment failures 
that resulted in losses—and this is key to 
preventing losses.
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RICH PAKKALA, RISK MANAGEMENT ENGINEER, INTERNATIONAL PAPER

Rich Pakkala: It goes back to the initial phi-
losophy we’re trying to apply and why we 
view human element programs as being so 
vital. It’s not just about fire protection sys-
tems, it also applies to boilers and turbine 
generators. If we have an event that gets 
beyond what our human element programs 
address and we’re not there to prevent it on 
an incipient level, we’re going to have a loss. 
 Everybody has got to be thinking about 
risk management—whether you call it 
risk management, loss prevention or prop-
erty conservation. I don’t care if you’re a 
finance person, a plant manager or an hourly 
employee at a facility, you’ve got to be 
thinking about this and what you can do to 
prevent an event from happening. 
 You can even view this from an envi-
ronmental, health and safety standpoint. If a 
fire’s going to happen, it’s not just the facil-
ity they’re worrying about. You’ve got to 

worry about lives, about the customer—and 
about business interruption, which can be 
huge. 

Jerry Vuoso: The impact of a fire from the 
environmental standpoint is becoming more 
and more important. Although we ourselves 
don’t specifically address the issue, we have 
another group that does. As a company, we’re 
very conscious about being good stewards of 
the environment. We’ve got a sustainability 
group, that’s basically their function. 
 I think you’ll probably hear more in 
the future about the impact fires have on 
the environment. Certainly, wild land fires 
have been at the forefront of the discussion, 
but industrial fires can have a big impact as 
well.  The Tianjin [China] explosions, for 
example, had a big environmental effect—
apart from the enormous financial and 
local-community impact.  

Ken Mayeaux: I’ve used that environmental 
stand on selling sprinklers, in that sprinklers 
are part of a sustainable plan. The fact is, 
they use less water and reduce toxic emis-
sions during a fire situation, if properly 
designed and installed.
 At IP, we are really conscientious about 
the environment, so the sustainability of 
sprinklers becomes another angle to play 
up. We not only view things from a property 
protection perspective, but also from a life 
safety standpoint, and eventually a sustain-
ability standpoint. 

Everybody has got to be thinking 
about risk management—whether 
you call it risk management,  
loss prevention or property  

conservation. I don’t care if you’re a finance 
person, a plant manager or an hourly  
employee at a facility, you’ve got to  
be thinking about this and what you  
can do to prevent an event  
from happening. 
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At Rockwell Collins, 
doing a credible job at 
the upper levels of risk 
management is indeed 

all about who you know. 

Risk manager Dick Siefers (left) 
and CFO Patrick Allen talk things 
out as they walk the long corridor 
at Rockwell Collins’s Cedar Rapids, 
Iowa, headquarters.



R
If their business is underlined by tenets like 
precision and responsibility, so too is their 
philosophy and approach to risk. Rockwell 
Collins’s risk management department has 
consistently delivered results and the com-
pany’s practical, pragmatic and conservative 
principles surrounding risk is well-known. 
Reason magazine ventured to find out what 
they do and how they do it—and the beliefs 
that form the basis of their guiding principles. 
 Dick Siefers, Doug Stenske and Patrick 
Allen—risk manager, treasurer and CFO, 
respectively—form the trio that serves as the 
nucleus of Rockwell Collins’s risk manage-
ment success. It is easy to see, when talking 
with each of them, that their job descriptions 
interlock, like Olympic rings, as each one 
has significant independent oversight but 
also dependencies on the others. It is also 
clear that they have the utmost confidence 
in each other, that their connection to each 
other is strengthened by that confidence, 
and, well, the results speak for themselves. 

DICK SIEFERS
Risk Manager, Rockwell Collins

Rockwell Collins has to be the most 
trusted source of aviation and high-
integrity solutions to its customers. 
How do you develop trust?
You develop trust by consistently doing 
the things you say you’ll do and by tak-
ing ownership of not only the things that 
go well which you are responsible for, but 
also those matters in which you have failed. 
That means I have to deliver my product 
within the expectations and the needs of my 
customer and, if I don’t deliver within the 
expectations, take ownership of that failure 
and how it will be resolved.  As a risk man-
ager, my responsibilities include not only 
identifying a risk, but also identifying a solu-
tion to mitigate the risk. A good example of 
this involves the disruption of our manufac-
turing operations from a catastrophic event. 
Are there actions we can take to prevent 
an event from even occurring? If an event 
does occur, are there actions we can take to 
mitigate the event to prevent it from becom-
ing catastrophic? And if a catastrophic 
event occurs, are there response actions we 

ockwell Collins is a pioneer in the design, production and sup-
port of innovative products in aerospace and defense, with 
expertise in flight-deck avionics, cabin electronics, mission 
communications, information management, and simulation 

and training. With 20,000 employees and a reach spanning 150 countries, Rock-
well Collins produces aviation electronics systems installed in the flight decks of 
nearly every air transport aircraft in the world, and their systems transmit close to 
70 percent of U.S. and allied military airborne communications. Clearly, they are in 
the business of high reliability, high assurance and high expectations.

can take to limit the damage or the period  
of recovery?   
 When I joined Rockwell Collins, it did 
not have a business continuity plan. So I 
sought buy-in to develop a program from my 
leader, the company’s CFO, and the senior 
operations leader. Their primary concern 
was that my concept was too big to imple-
ment companywide.  They wished to try it on 
a smaller scale—in Melbourne, Florida.
 The defining moment came six months 
after we completed the development and 
testing of the Melbourne business continu-
ity plan.   In 2004, Melbourne experienced a 
series of hurricanes—not one, not two, but 
three within a six-week period. Our recov-
ery from the third one, thanks to our busi-
ness continuity plan, was remarkable. We 
were back up and operating within three 
days, while a competitor down the street 
was offline for 30 days. 

What is the nature of the communica-
tion between you and Patrick, or you 
and other senior executives?
It’s very good. I don’t have an issue with 
reaching out to other leaders in this company 
to make my voice and my concerns heard. If 



there’s an issue, I try to seek an audience to 
see if I’m on the right track. 

It seems you’ve found a solid frame-
work for your position and your 
responsibilities; that’s the place you 
function best. 
If there is one constant in life it’s change. 
You’re never done. There’s constant change 
in leadership, personnel, market dynamics 
and the risks. In fact, some perils turn out 
to be more significant than you originally 
believed due to other contributing factors. 
Because of the area in which Rockwell 

Collins operates and the number of suppli-
ers it takes in order to operate, supply chain 
risk management is a continuing concern.  
Are we susceptible to geographic risks 
because of an over-concentration of sup-
pliers in certain areas? Do we have alter-
nate suppliers identified or qualified in the 
event a primary supplier is unable to sup-
port our operations? In our line of business, 
that may not always be the case. If we don’t 
have alternate suppliers, do we have a rea-
sonable level of inventory on hand that buys 
us time to qualify an alternate source? In 
today’s world of publicly traded companies, 

big inventory is not a good thing. It ties up 
working capital. You don’t want working 
capital tied up.  Balancing these competing 
objectives is always a challenge. 

Why does all of this work so well? 
It seems there is an implicit under-
standing between FM Global and 
your function here. Is that true? If not, 
how can it be improved?
That’s a good question. Nothing comes to 
mind in terms of how it can be improved. 
There’s always going to be friction. It’s not 
a perfect world. The fact is, I have a voice 
that’s heard, a good working relationship 
with the right people, and there’s a clear 
understanding between us. As leaders, we all 
have the same goal—that is well-defined in 
our vision and mission statements. Reaching 
this goal, while addressing our critical needs, 
can only be accomplished if we are creative 
and flexible.

Relationships seem to be at the very 
heart of it, personal relationships.
That’s true. In fact, everything I do involves 
personal relationships. When I speak about 
providing a high level of customer service, 

If Dick can’t get it done at his level, he’ll  
escalate it to me, and I’ll do what I can. If it  
still isn’t moving, we’ll get Patrick involved, as 
well as our senior vice president of operations, 

and we’ll figure out what’s best. The answer we end up with 
is not always going to be the full-blown FM Global recom-
mendation; but it’s going to address the issue, and we’re 
both going to walk away satisfied with the outcome.

DOUG STENSKE
Treasurer, Rockwell Collins

DICK SIEFERS
Risk Manager, Rockwell Collins
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that’s developing that personal relationship. 
For the last 20 years, I’ve bought all my 
clothing from the same place. This store has 
great customer service and a good selection 
of clothing for a big and tall person. I may 
pay a bit more than at another store, but I 
love the service I get. It’s the same way in 
this role. It is developing that network of 
relationships and then providing good cus-
tomer service. Similarly, at FM Global, we 
receive good customer service from every-
one we work with, whether it is from the 
account manager, account engineer or site 
engineers. It’s developing a relationship you 
can work with, with people you can talk to, 
where you can be yourself and appreciate 
the other at the same time.

DOUG STENSKE
Treasurer, Rockwell Collins

Can you explain a little about how 
you arrived at where you are today?  
In 2001, the decision was made to spin 
off Rockwell Collins as an independent, 
publicly traded company, from Rockwell 
International. Patrick Allen, current CFO, 
then-treasurer of Rockwell International, 
decided he was going to work for the spin-

off company as its corporate treasurer and 
controller. So he asked me and a few others 
to come with him, to essentially start up the 
corporate finance functions that would be 
needed for the new, stand-alone company. 
As much as I hated to leave my hometown 
of Milwaukee (Wisconsin, USA) at the time, 
the opportunity was too good to pass up. Pat-
rick offered me the opportunity to not only 
establish the corporate risk management and 
insurance function for Rockwell Collins, but 
also manage our pension and savings plan 
assets and our currency risk management 
and hedging program.
 When Patrick moved on to a new 
role with one of our business units, I was 
appointed as treasurer of Rockwell Collins. 
With that role came not only the responsi-
bilities I had before, but also the core trea-
sury activities, including global cash man-
agement, capital market transactions and 
bank relationship management. I did take 
an interesting side step in my career at one 
point when I agreed to lead the company’s 
internal audit department, serving as gen-
eral auditor. In the treasurer role, you have 
a lot of external-facing responsibilities such 
as working with insurance companies and 

brokers, pension asset managers, bankers 
and other financial service providers; but 
in internal audit, you really turn your atten-
tion to internal processes. That was a good 
development opportunity for me, because 
it allowed me to focus on internal financial 
and operational processes and enhance my 
internal network. The internal audit role 
also allowed me to apply my risk manage-
ment acumen to a different risk universe—
as you’re reviewing risks typically around 
internal controls over financial reporting, 
compliance and operational processes that 
support business objectives.  In my treasury 
role I had always taken a broad view of risk 
and led the development of the company’s 
enterprise risk management (ERM) pro-
cess.  I retained responsibility for the ERM 
process when I became the general auditor 
because that process identifies risk areas that 
broaden our audit risk universe and enhance 
the value of our audit projects.

Tell me about your view of risk, then. 
Where do you see risk in the frame-
work of your job?
In terms of the risk and insurance function, 
I think mostly about the traditional property 

DOUG STENSKE
Treasurer, Rockwell Collins
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and liability exposures. Clearly our manu-
facturing facilities are exposed to natural 
perils. If you have locations in Melbourne, 
on the east coast of Florida, as we do, you’ve 
got hurricane exposure. We have facilities in 
Mexicali, Mexico, and Portland, Oregon, so 
there’s also earth movement exposure there. 
Then there’s always the possibility of a fire 
at any of our manufacturing or engineering 
facilities.
 I am less concerned about physical 
damage to a property than I am about any  
resulting disruption of our operations. If 
we’re shut down because of a major event, 
particularly a fire, our customers are not 
going to be all that forgiving. There are 
things we can do to reduce the likelihood 
and severity of a loss, beginning with loss 
prevention. We try to construct and upgrade 
our facilities appropriately for the perils 
they are exposed to, such as reinforcing a 
roof or installing sway bars in buildings 
with earth movement exposure. While we 
can’t always prevent incidents from occur-
ring, we can take steps to mitigate the cus-
tomer impact by reducing downtime. We 

attempt to accomplish this through our 
business continuity management program. 
 The first phase of a business continu-
ity plan is emergency response, making sure 
your people are protected, your property is 
protected from further damage, and there 
are no environmental issues. Focus then 
shifts to a triage and recovery exercise. It’s 

very important for facility leaders to preplan 
what they need to do quickly after an event 
occurs, so they’re not caught flat-footed.  
The risk management and insurance team 
facilitates the development of business con-
tinuity plans for each of our critical facili-
ties.  Our objective is to shorten the amount 
of time we’re shut down by preplanning and 
assigning responsibilities to team members 
who will take the lead in initiating local 
recovery actions.

What sort of risk do you encounter? 
Can you give an example?
The business might come to us and say, 
‘We’ve got a currency risk. We’re entering 
into a contract and we have sales that are 
going to be derived in, say, Euros, but our 
costs will be incurred in U.S. dollars. What 
are the risks and what can we do to manage 
them?’ I may give them a high-level descrip-
tion of how we can manage the risk, then the 
treasury team will work with the business and 
provide specific recommendations on how 
to manage the risk, either contractually or 
through hedging strategies.

 Contract issues come up a lot—an area 
where Dick and his team get involved. We 
review contracts with both customers and 
suppliers. It seems that contracting parties are 
always trying to flow liabilities down to the 
next guy, and the next guy is trying to push 
them back up. Dick and his team do a good 
job protecting Rockwell Collins’s interests 

and holding the line when indemnification 
and hold-harmless language is unreasonably 
onerous. Occasionally, contract issues are 
escalated to me.  When this happens, my job 
is to take a step back and ask, ‘What are the 
financial returns associated with accepting 
those risks?’ If it’s a significant return, I will 
say, ‘Well, for this opportunity, we’re being 
adequately compensated for the incremental 
level of risk we’re assuming.’

The whole idea of the larger view of 
risk at Rockwell Collins seems to fall 
on you.
I am asked occasionally whether the ERM 
process is what drove our focus on business 
continuity management. The answer is no. 
In fact, it was just the opposite.  When I first 
joined Rockwell Collins I didn’t feel that our 
facilities were properly prepared to recover 
quickly from a large property damage event. 
Accordingly, we went through a process of 
identifying, at the local level, the primary 
hazards, the key pieces of equipment that 
would need to be restored quickly and the 
recovery activities that would be required to 
reduce the impact of an event. This was the 
rollout of our business continuity manage-
ment process.
 We then applied this approach across 
the enterprise to identify key risk areas for 
all of our business units and shared service 
functions like finance, operations, human 
resources, legal, engineering and IT, and the 
mitigation activities in place to address those 
risks.  If we believe there are improvements 
that should be made to our mitigation actions, 
we deploy the resources necessary to mitigate 
risks to a tolerable level.  We took the facil-
ity business continuity management concept 
as microcosm and expanded it into an enter-
prise-level risk and mitigation review process.

How much of what you’re describing 
is the role of a classic or typical trea-
surer, and how much of all this is you 
putting your own stamp on this par-
ticular function?
There are not a lot of treasurers out there 

We have a very interactive dialogue, with Dick, 
Doug and our operations group. We constantly 
talk about where our most significant risks  
are, what the cost is to mitigate those risks, 

and are those costs worthwhile? It is an iterative process  
and something that we do regularly throughout the year.

PATRICK ALLEN
CFO, Rockwell Collins
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ship, insurance was pretty transactional. 
‘Here’s your total insured value. Here’s 
the cost of the insurance. Thank you very 
much. Send me your check.’ If we had a 
loss, we’d have a claim. With FM Global, it 
goes far beyond that. It’s one of these things 
where they partner and work to prevent the 
losses from actually occurring.
 I think that loss prevention provides an 
enormous amount of benefit for both Rock-
well Collins and for FM Global because the 
lower the risk, the fewer the claims. Plus, 
this is an insurance company run by engi-
neers. Usually, they are run by finance guys.
  You can tell that because what they’re 
doing is trying to engineer out the risk and 
ultimately lower the claims, which then pro-
vides benefit to both Rockwell Collins, the 
client, as well as FM Global, the insurer. I 
think it’s a very symbiotic relationship.

How do you integrate risk manage-
ment, finance and insurance? It 
seems to be key in the way Rockwell 
Collins operates.
Obviously we don’t want to pay a lot for insur-
ance. But if we don’t have a risk mitigation  
mind-set, if we don’t have a risk manage-
ment mind-set, then I think the relationship 
doesn’t work. Everything I’ve heard from 
all the discussions FM Global has had with 
Dick, Doug and our operations group is that 
we do have compatible views about how to 
manage risk. The other thing I’d mention is, 

PATRICK ALLEN
CFO, Rockwell Collins

What are you most concerned about 
in terms of risk management? How 
do you view the concept of risk  
management?
There are a couple of components. You obvi-
ously have to look at both the cost and the 
benefit of risk management. From a cost 
perspective, I look at not only what an event 
might cost but also the reputational damage. 
Rockwell Collins, being who we are, is so 
critical to the supply chain of the aerospace 
industry that we really can’t afford to have 
significant downtime. We need to have a 
robust process in place to manage the risk 
associated with any potential disruption in 
our ability to supply our customers.

Then it must be important for you to 
take a proactive view on risk man-
agement, just to protect and defend 
what you’ve created.
We have a very interactive dialogue, with 
Dick, Doug and our operations group. We 
constantly talk about where our most sig-
nificant risks are, what the cost is to mitigate 
those risks, and are those costs worthwhile? 
It is an iterative process and something that 
we do regularly throughout the year.
 
Explain what value an insurance 
company brings to Rockwell Collins?
Before we got into the FM Global relation-

who have much background in risk man-
agement and insurance. If you ask Dick, 
that could be a good or a bad thing, from 
his perspective! I know enough to ask a lot 
of good questions, but I don’t run Dick’s 
function. He runs it. If he needs help, he 
comes to me as a sounding board and I pro-
vide my perspectives based on my overall 
experience both as a finance professional 
and a risk manager. I think many treasur-
ers are wholly dependent on their director 
of risk management and insurance to make 
good insurance coverage and placement 
decisions. I like to think that I can add some 
value in those areas. 
 In partnering with Dick, we have come 
up with some creative ideas around our risk 
financing and risk management processes.  
I view the risk management and insurance 
role as a natural fit within the treasury orga-
nization, because so much of what we do is 
risk-related—always considering the what-
ifs. What if the capital markets close for 
business for a period of time? How would 
we fund working capital needs? How much 
liquidity do we need? With regard to for-
eign currency, we want to make sure we’ve 
hedged appropriately so that we don’t incur 
lost profitability on a program generating 
cash flow in a foreign currency. From my 
perspective, it’s a very clean fit, treasury and 
risk and insurance. 
 The risk management aspect of the role 
often involves more operational components 
than many treasurers would typically get 
involved with.  For example, if we have an 
important FM Global property loss control 
recommendation that Dick has been unsuc-
cessful in getting the business to act on at 
his level, he’ll escalate it to me, and I’ll do 
what I can. If it still isn’t moving, we’ll get 
Patrick involved, as well as our senior vice 
president of operations, and we’ll figure out 
the best approach to address the recommen-
dation. The answer we end up with is not 
always going to be full implementation of 
the FM Global recommendation; but it will 
address the issue, so we’re both satisfied 
with the outcome.

There’s always going to be friction. It’s not  
a perfect world. I have good relationships  
with the people I work with. I’m able to  
translate that understanding, and I can  

get in front of business leaders to help them understand  
who I am and what I do. This is what’s going to move  
us all forward. 

DICK SIEFERS 
Risk Manager, Rockwell Collins
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it out quickly. The second is, yes, we want 
to do it. We have to plan for it. It doesn’t 
necessarily have to happen in the next three 
months, the next six months, but we need to 
make sure it’s incorporated into the plan.
  Then there’s what I’ll call the nice 
to-dos. That’s, ‘Okay, if there are avail-
able funds, we’ll figure out a way to get 
it in there.’ I think Dick, with the help of 
FM Global, does a really good job of catego-
rizing those priorities for me, so I know how 
much we need to plan for immediately, how 
much we need to plan for the longer term, 
and what’s the ‘Boy, wouldn’t this be nice  
to have.’

 One thing I don’t worry very much 
about is the counter-party risk associated 
with FM Global because, sitting on their 
advisory board, I recognize what a strong 
company it is. My view is that their risk 
management philosophy is not going to let 
them get into a situation where they’re over-
exposed to any one particular risk.

How do the conversations go in terms 
of where Rockwell Collins is budget-
ing its risk mitigation funds?
You can almost think of it as categories, as 
priorities. I break it into three priorities. One 
is you’ve just got to do it. The risk is too 
high. You’ve got to figure it out and figure 

and I didn’t appreciate this until just recently, 
but FM Global not only deals with our exist-
ing facilities, but we get them involved in the 
construction of new facilities.

What are some of the other things 
that weigh heavily on you as CFO of a 
major organization? 
It’s interesting. Some risks are difficult to 
insure or difficult to insure adequately. We 
talked about earthquake. Am I taking on more 
risk than I’d like to with respect to that par-
ticular risk? Yes, probably, but given the cost, 
you have to make that evaluation and that 
trade-off. The risk-reward trade-off is one I 
think about a lot as I consider insurance.

PATRICK ALLEN
CFO, Rockwell Collins
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Mercy Hospital Joplin punches back,  
and redefines resilience in Tornado Alley
On what began as a sunny Sunday in May, one of the most powerful tornados ever 
recorded raged through Joplin, Missouri, disfiguring the landscape and destroying, 
among hundreds of buildings, St. John’s Regional Medical Center. Five years later, what 
has taken its place is the new Mercy Hospital Joplin, a dazzling facility that symbolizes a 
life-affirming story of revitalization and rebirth.
 The story of Joplin’s St. John’s hospital is one that is by now etched deeply into our 
subconscious. It’s a harrowing narrative that serves as a reminder of the awesome power 
possessed by nature. 
 Back in 2011, an EF5 tornado, actually a convergence of three separate tornados, 
and packing the powerful punch of 200-mph (322-kph) winds, cut a mile-wide (1.6 km), 
13-mile (21-km) long, path of destruction through the Missouri town. The nine-story 

WATCH THIS VIDEO
on the new fmglobal.com



hospital withstood the brutality of the tornado for less than a minute. But it was 
long enough to rumple a vibrant community building into ruins. In the end, the 
tornado became one of the deadliest in U.S. history. The event took a total of 162 
lives—including some at the hospital—injured hundreds, and temporarily wiped 
the region off the map. 
 Temporarily. What started out as a cautionary tale of devastation and 
destruction has become one of revival and rebirth. The town of Joplin is now 
rebuilt, and a centerpiece of that reconstruction is the new Mercy Hospital Jop-
lin, a state-of-the-art, built-for-anything facility that is as strong and storm-hard-
ened as it is beautiful. Today, the story of Joplin and the new hospital is about 
resilience. 
 The new hospital, located three miles from the original site, is a fortress 
atop a gentle green and rolling hill. It is also, behind its attractive veneer and stat-
uesque setting, a brilliant example of how hospital construction can fight back 
against the ferocity of nature, and how tornado belt facilities should be—and 
need to be—built in order to withstand today’s extreme weather events. Unfortu-
nately, and as seems to be the case so often, it took an almost apocalyptic event 
to engender real change.
  President of Mercy Hospital Joplin Gary Pulsipher and Chief Financial 
Officer Shelly Hunter were among the first to arrive on the scene after the tor-
nado passed. 
 “I pulled up on a hillside above the hospital and I could see that virtually 
every window was out,” says Pulsipher, who arrived early enough to evacuate the 
remaining patients from the facility. “I could see one window actually had a mat-
tress in it and my thought was, I don’t know that anyone in there has survived.”
 “When I first got out of the car,” Hunter recalls, “I looked around and every-
thing was flattened. It was like Armageddon. It was surreal.”
 Inside the 341-bed hospital, all hell had broken loose. Ceilings were caved 
in, pipes were snapped, windows shattered, mattresses blown out of windows. 
The building itself had become nothing more than a massive container for 
destroyed contents. 

We had a great deal to do to work 
through the claim and to establish 

what had been lost. But the whole claims 
process proved to be a very positive thing. 

Gary Pulsipher 
President, Mercy Hospital Joplin
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We did some disaster 
training, but I don’t think 

that you are ever truly prepared for 
a huge disaster like we had, not 
fully. I don’t think it’s possible.   

Shelly Hunter 
CFO, Mercy Hospital Joplin

Gary Pulsipher, president, and Shelly Hunter, CFO, of 
Mercy Hospital Joplin, in one of the new hospital’s 
reception areas. 



It was the heaviest weight of 
leadership I have ever felt in my 

career. So many people with so much 
need. I knew we had to respond but 
how to do it was the real challenge.   

Lynn Britton 
President and CEO, Mercy

 John Farnen, who leads the planning 
and design of Mercy Hospital facilities, 
was also among the first to show up at the 
site. “We spent the first few days in awe of 
all the destruction,” he says. “We had been 
under the impression we were prepared for 
just about anything, but we clearly weren’t.”
 Lynn Britton is the Mercy Hospital 
system president and chief executive offi-
cer. What struck him first and foremost was 
the courage of the hospital staff during the 
tornado. “Most of us I think would run for 
our lives,” he says. “But those co-workers 
stayed. Many of them used their bodies to 
shield patients from flying debris. One of 
the nurses worked for 42 hours with a bro-
ken arm. So, I have just an amazing admi-
ration for the staff and what they did right 
there in the moment to save lives.”
 Britton and executive personnel at 
Mercy made decisions quickly surrounding 
the future of St. John’s hospital. The night 
of the tornado, the dust had yet to even 
settle, Britton made the decision to retain 
all Mercy personnel—physicians, nurses, 
everyone—even though they hadn’t all even 

been accounted for since the tornado struck. 
At the same time, Britton set up a series of 
work streams, designed to get hospital ser-
vices up and running as quickly as possible 
and, as a byproduct, to get past the devasta-
tion they had just witnessed.
 Within a week, a 62-bed tent hospi-
tal, a M.A.S.H.-style unit, was established 
in the parking lot and served the commu-
nity for the summer. By the time Septem-
ber arrived, the temporary hospital patients 
were transferred to a portable hospital with 
hard-sided components designed to hold off 
the cooler weather that approached. In April 
of 2012, the operations were moved into a 
new US$105-million modular hospital, a 
two-story structure fabricated in California 
and transported to Missouri. This hospi-
tal served its purpose until the opening of 
Mercy Hospital Joplin in May of 2016. 

THE CLAIM
Soon after the event, FM Global claims 
adjusters Mike Perkins, Mike Smith and 
Dominic Thurston were dispatched to the 
location. It turned out to be the embarkation 

of an 18-month journey, involving investiga-
tion, discovery, calculation and debate. 
 The adjusters’ early days at the site 
were spent rummaging through the wreck-
age, making notes of the debris. “Just imagine 
the building in those first few weeks,” says 
Thurston. “There were no lights, no air condi-
tioning, trying to dig through everything and 
count it: office furniture, medical equipment, 
food supplies, any other assets …”  
 Because the hospital was a relatively 
recent acquisition by the Mercy system, hos-
pital administrators had not had a chance to 
develop an adequate inventory, which made 
checking the damage against an existing 
list impossible. “We ultimately decided that 
since the magnitude of the damage was so 
great and so widespread,” says Smith, “we 
would create our own list with the help of 
inventory consultants.”
 The personnel took photographs of 
every room and counted virtually everything 
they could identify, with the exception of 
some office supplies. “For the first six or 
seven months, we spent 12-hour days on 
inventory during some of the hottest weather 
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ent. But the visit also served a very differ-
ent, arguably more useful purpose. Britton 
explains: “They gave us a significant down 
payment on the hospital claim. We hadn’t 
even begun to process anything related to 
the claim,” says Britton. “But, still, they pre-
sented us with a check for US$50 million 
dollars.”
 “But it wasn’t just, ‘Here’s a check, 
shake my hand and I’ll be headed back 
now,’” he continues. “It was a deep con-
cern about what had happened, a commit-
ment that we were going to sort through it 
together. I found that to be very reassuring.”
 As a former “finance guy,” Pulsipher, 
president of Mercy Hospital Joplin, had 
been skeptical of insurance, viewing it as 
a “necessary evil” and as something “you 
hoped you never had to use.” But he realized 
FM Global belied that stereotype.
 “Very early in our relationship,” he 
says, “we realized there would be tremen-
dous support. They recognized the magni-
tude of the loss and they were ready to do 
the work to help us figure it all out.”

Joplin ever had,” says Smith, who coordi-
nated the claim on-site. 
 Another sticking point proved to be 
all the medical equipment that had been 
exposed to the environment. By the time 
most of the equipment was removed, it had 
been exposed to a humid, unhealthy envi-
ronment for two weeks. Mold could have 
clearly taken hold in that time. “Infection 
Control weighed in,” says John Farnen, 
executive director of strategic projects at 
Mercy, “and basically told us that anything 
out in the elements more than 48 hours can’t 
really be used.”
 In addition to the dreadful conditions, 
the claim also featured some of the most 
detail-oriented work the adjusters had ever 
done; impressive, considering these are indi-
viduals accustomed to dealing in details. And 
that work was compounded by the absence 
of historical data to help determine the value 
of Mercy’s issue of business interruption. 
“The building adjustment itself went pretty 
quickly,” says Thurston. “It took maybe 90 
days to get a number for that. But the busi-

ness interruption issue got very complicated 
and so did inventorying the contents.”
 Mercy and FM Global personnel talked 
a great deal about settling the claim quickly 
and amenably. “There was a strong desire 
on both sides to not let the process over-
whelm us,” says Britton. “We didn’t want to 
strain at every little nut and bolt about what 
needed to go on some claim schedule. That 
was demonstrated multiple times at different 
meetings that I had with FM Global leaders.”
 Speaking for himself as well as for the 
other adjusters on the job, Thurston enjoyed 
the challenge. “We like working the big 
losses,” he says, “so challenges are wel-
come, even though they were really signifi-
cant. But I have to say this loss experience 
ranks right up there with the most challeng-
ing I’ve ever worked.”

THE CHECK
The first week after the tornado, FM Global 
executives came to Mercy’s corporate 
offices to express their commitment, share 
their concern and offer support for their cli-

FM Global reviews our designs and 
works with us on new construction. 

But to this point, there hadn’t been 
anything like this, anything like the scale, 
anything like this recovery.

John Farnen 
Executive Director, Strategic Projects, Mercy
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 When Pulsipher heard about the check, 
his skepticism dissolved completely. “It was 
a real shot in the arm. At the time, everyone 
was still wondering whether we could return 
to business as usual, so when we got the 
check, US$50 million, we knew we would 
get back to where we wanted to be. It was 
pretty amazing.”

REPAIR VS. REPLACE
“Our first big debate was about whether we 
could salvage the hospital, or whether we 
had to build a new one,” says Farnen. “By the 
time everything was said and done though, 
we knew at the very least that we were going 
to have to strip it back to concrete and steel. 
There wasn’t much to salvage.”
 “There was pretty good discussion 
about whether the hospital could be rebuilt,” 
says Smith, “or whether it was a total loss. 
What we ended up doing was calling it a 
repair, but one that was gutted down to the 
concrete.” 
 Despite that proposal, Mercy officials 
were seriously considering alternate loca-
tions for a new hospital. “We determined 
that we’d have to spend millions reworking 
the existing structure to meet today’s codes 
and today’s standard of modern health care,” 
says Farnen, “and that didn’t seem like the 
best way to spend the money. At the end of 
the day we came to a conclusion together 
that we needed to build new.”

 When that intention became clear, 
Mercy and FM Global worked side by side 
on the estimate. With the money available 
for the repair value, they invested in a brand 
new hospital. “This was a very complex sit-
uation, and they decided not to build on the 
same site,” says Denis Shine, FM Global 
vice president, operations manager in St. 
Louis, Mo. “Once we knew that, the dia-
logue changed and it became more about 
just giving them the confidence and support 
they needed to help them get through the 
event and on to the next chapter.”

IN THE END
Michael McCurry, the chief operating offi-
cer of the Mercy system, put it best during 
a conversation he had with Shine following 
the loss. “You know, a decision was made to 
go with FM Global and I’m so thankful to 
those who made that decision, because I’m 
not sure I would have. It’s the gold standard, 
the Cadillac.”
 In insurance, when handled properly, 
large losses bring companies closer together. 
Insurers find out how well they can do the 
job they’ve signed on for, and whether they 
can keep the promise they’ve made to their 
clients. Clients find out how well they have 
been taken care of, and whether they will get 
what they paid for.
 Interesting fact: For years before the 
loss, Mercy’s policy limit was US$500 mil-

lion. FM Global’s account team, concerned 
about its client being underinsured, called it 
to their attention. Per Shine: “Our account 
team basically said to the Mercy folks, 
you’re going to US$750 million.” The total 
loss of the Joplin tornado just two years after 
raising their limit: just over US$700 million. 
 “This whole experience,” says Britton, 
“taught me a lot about risk, that it can hap-
pen, and you have to be prepared for it. You 
have to plan for it. Of course, since witness-
ing this event, I also believe you can never 
fully plan for something like this.” 
 Mercy personnel now know the answer 
to the question, ‘What’s the worst that 
could happen?’ They have survived dread-
ful times. Now, at least, they believe with 
the new facility, that they’ve given them-
selves, their patients and the community 
they serve, the best chance possible to sur-
vive virtually anything. 
 “This could have been a fatal blow to 
Mercy,” says Shelly Hunter, Mercy Hospital 
Joplin’s chief financial officer. “I have heard 
stories of other businesses that were not 
adequately covered and they never recov-
ered completely. But, for us, having a good 
partnership with our insurance company was 
so crucial to making that happen.”

FEMA News Photos
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The opening of the new Mercy Hospital Joplin has 
fulfilled a promise not just to rebuild, but to build a 
stronger facility in a stronger community. Mercy’s 
commitment to the Joplin community dates to 1896 
and continues to this day.

WATCH THIS VIDEO
on the new fmglobal.com





Mercy administrators decided right away that the new facility would 
not be business as usual. In January 2012, ground was broken for a 
US$465-million, 240-bed hospital that would go a long way toward 
raising the standards of well-protected facilities. No longer would they 
fear the wrath of storms in Tornado Alley. The new facility would be 
designed to withstand virtually anything Mother Nature could muster. 
Here are a few ways the hospital fights against destructive events like 
the Joplin tornado: 

tion. The ballast, or small rocks used to hold 
down the roof in some areas, became projec-
tiles, doing considerable damage as the wind 
got hold of it. All roofs in the new hospital 
are concrete, with a double-roof system and 
waterproof membrane.

HARDENED STAIRWELLS
Stairwells opened into penthouses on the 
roofs, but the penthouses were blown off, 
exposing the staircase to winds. The winds, 
in turn, blew into the interior of the building 
and tore off the drywall. The new hospital 
has hardened board with special fasteners 
to reinforce construction. It also stands up 
much more strongly to rain and wind than 
regular drywall, which crumbled easily and 
left the facility vulnerable. 

INTERIOR SAFE ZONES
In the old hospital were few places of safety. 
Halls were destroyed, ceilings were caved 
in, elevators were exposed. In the new facil-
ity, there are designated safe zones similar 
to storm shelters. In these safe zones, walls, 
ceilings and floors are connected with extra 
structural supports in a way that makes the 
entire interior a stronger space. The think-
ing here was to create a safe zone that could 
withstand earthquakes, with anchored light 

fixtures and heavier doors with stronger 
frames.

POWER SOURCES
When the tornado hit, transformers went 
down immediately. The backup power 
engaged, but that went down only seconds 
later. Generators and fuel tanks, located out-
side the building, were destroyed by flying 
debris. There was no power to any of the 
hospital, including critical areas. Hospital 
staff worked in darkness, caring for patients 
on inoperative life-support equipment. 
 The new facility has a separate, central 
utility plant—a hardened, concrete struc-
ture—that is partially buried. The housing 
includes diesel generators for the backup 
power supply. Fuel tanks are located under-
ground. Code requires 24 hours of fuel, but 
the new tanks hold four times that. 
 There is also a battery backup to the 
backup, which is basically a UPS or uninter-
ruptible power supply. 

EMERGENCY COMMAND CENTER
The old hospital had one, but without power 
it quickly became useless. It had to be set up 
in a nearby hotel. The new hospital’s com-
mand center is in a highly protected space 
on the lower level and includes all commu-
nication devices necessary for emergency 
management. There’s also a portable backup 
command center housed in a trailer parked 
a distance from the hospital. During the 
tornado, the hospital lost its backup trailer 
because it was in the parking lot adjacent to 
the hospital.

THE NEW MERCY HOSPITAL JOPLIN

UPGRADED WINDOWS 
Windows throughout the former facility, 
with the exception of some made of safety 
glass, were broken. Losing the windows 
meant the building was open to wind and 
debris. Shards of glass became weapons. 
Wind blew down the halls and blew out the 
ceilings. The safety glass withstood most of 
the wind, for the most part just cracking. 
 Windows in the new facility are 20 per-
cent stronger than the safety glass of the origi-
nal hospital. The new safety glass is rated to 
hold off 140-mph (225-kph) winds. In critical 
areas of the hospital like the intensive care 
units, glass is rated to withstand winds of 250 
mph (402 kph) and projectiles hitting it at 100 
mph (161 kph).

THE BUILDING ENVELOPE
The original hospital’s synthetic exterior was 
lightweight and not as projectile-proof as 
concrete or stone. After the storm, you could 
see how projectiles like timber and glass had 
flown into the building walls and stuck to it. 
In the new building, exteriors in patient-care 
areas are reinforced concrete, stone and brick. 

IMPROVED ROOF SYSTEM
The original hospital had roofs that were 
simply metal decks and Styrofoam insula-
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the claim and bring the company  
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he road between Rawdon and Leeds winds through English hay-
colored villages and rolling hills dotted with sheep and old church-
yards. At the right moment, it’s easy to imagine how this region in 
northern England would have looked a hundred years ago. Today, 
though, diesel trucks and industrial vehicles battle it out for precious 
space on the narrow, stonewall-lined roads in and out of Leeds, the 
commercial epicenter of the region. 
 The Airedale factory is located just on the fringe of Rawdon, 
one of those pub-dotted villages. The site is tucked unnoticeably off 
the left bank of the roadway as you’re leaving downtown. If you 
didn’t know to look for it over the embankment, you’d never see it, 
hidden as it is, and as speedily as the traffic flows through town.
 Of course, if the building happens to be on fire, like it was on 
the sixth of September, a Friday afternoon, back in 2013, it would be 
hard to miss. 

T

LEFT / The new Airedale 
facility in Rawdon in the 
final stages of construction



 Clive Parkman, managing director of 
Airedale International Air Conditioning 
with eight years at the company, remembers 
vividly what happened that day. “The condi-
tions were ideal to spread a fire,” he says. 
“The wind kept gusting back and forth in 
different directions, so the fire kept going in 
different ways, and just propagated through-
out the roof. For the next three hours, every-
body just watched with their mouths open as 
the whole factory burned down.”
 Tony Cole, the operations director for 
Airedale, also recalls that fateful Friday. 
“The fire just swept through the facility,” 
he says. “And the wind seemed to change, 
at one point the fire jumped from our main 
building into an adjoining office space, and 
just took it out completely. We thought it 
would be under control no problem, and 
then it became something very serious.” 
 The Airedale facility was the compa-
ny’s stand-alone site—250,000 square feet 
(23,225 square meters) of production space, 
320 jobs, hundreds of years of collective tra-
dition—all stolen from the community in a 
few windy afternoon hours in September. 
 Outside, as the fire burned, Parkman 
turned to his left and right and saw about 
150 employees watching the fire. “I thought, 
‘I’ve got to say something to them. I’ve got 
to tell them what to do.’ I’d never been in a 
situation like it, where I simply was at a loss 
for words.”
 “You could see the people who’d grown 
up with the business,” says Cole, an Airedale 

veteran of 26 years, “and you’re seeing guys 
who had been here 35 years actually crying. 
You realize you have to do something about 
it. You can’t just walk away and shut up 
shop. There’s a lot of people’s livelihoods, a 
lot of families and businesses in the area that 
depend on us bouncing back.” 

RAPID RESPONSE
It didn’t take long for FM Global to assert its 
place in ensuring that happened. Parag Patel 
and Chris Pink, adjusters on the job, began 
the process of assisting Airedale operations 
in the act of getting going again. Patel picked 
up the phone to introduce himself.
 There was, however, a small obstacle. 
Airedale, a subsidiary of the Modine Manu-
facturing Company, a U.S.-based business, 
wasn’t all that familiar with the parent com-
pany’s insurance cover. “Of course, there 
was cynicism about insurance,” says Park-

“ It was quite shocking how fast it all  

happened. Airedale was really back in 

temporary facilities PRODUCING  

PRODUCT WITHIN A FEW MONTHS  

AFTER A DEVASTATING FIRE.”
Pe g g y  K e l s e y
G e n e ra l  C o u n s e l 
M o d i n e  M a n u f a c t u r i n g

man. “There always is. Everyone has expe-
rience with insurance somewhere along the 
line that ends up unfavorable. So I guess I 
was skeptical at first.”
 When Patel first spoke with Parkman, 
before the fire was even extinguished, it 
proved to be a valuable touch point. Patel 
recalls: “I think one of the first things Clive 
Parkman said to me was, ‘Who are you and 
what can you do to help?’
 “I reassured him first off that it seemed 
like something that would most likely be 
covered under the policy,” says Patel. “I told 
him, ‘There’s not much you can do right 
now. Why don’t you get your teams together 
and book a conference room at a hotel and 
work out what you’re going to do next.’”
 That nugget of advice proved both pre-
cise and priceless. Airedale management 
secured a conference room at a nearby hotel, 
which became their war room for the next 
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few months while they determined how to 
reassemble their operation.
 Back at the plant, Parag Patel arranged 
for a forensic consultant to visit the site 
to determine the cause of the fire. Then 
FM Global claims associates met with Aire-
dale management on Sunday, just two days 
after the fire, and one day after the fire had 
been completely extinguished.
 Patel and Pink next hit the ground run-
ning on Monday. While Airedale’s recovery 
team was sifting through the wreckage, sal-
vaging usable equipment and plotting their 
strategy to move forward, adjusters had set 
out to resolve the claim.
 None of the principals involved had 
been through a claim like this one, and that 
included Modine’s Matt McBurney, vice 
president of the company’s HVAC (heat-
ing, ventilation, air conditioning) division. 
“Actually, I was surprised by how smoothly 
it went right from the beginning. Whenever 
we needed some advance funding, it was 
provided to us. We’d taken a macro picture 
of what the claim might be, and in the begin-
ning some of those claim payments were 
small relative to the size of the claim. But 
they came rapidly, and it was really help-
ful from a Modine/Airedale perspective to 
receive those funds so that we could put 
them back into the business and get it up and 
running quickly.”
 From an Airedale perspective, the 
claims discussion featured robust debate, not 
surprising, considering the topics concerned 
relocating, rebuilding, salvaging, scrapping, 
and a lot of people not working and very 
unsure of their future. “The talks were very 
intense at the time,” says Airedale Finance 
Director Simon Thorburn. “Obviously, 
none of us had been through this before so 
it really taught us to think on our feet and  
make decisions very quickly for the good of 
the business.”

HELPING THE REBUILD
Not long after the claims work had com-
menced, the collective focus turned to 
rebuilding. A segment of Airedale had dis-

BACK IN BUSINESS:  
A QUICK CHRONOLOGY

09/06/2013 The loss occurred. 

09/08/2013 Initial contact with the 
client.

09/16/201310 days after the 
fire, agreement was made on an 
advance payment of five million 
pounds to get them up and running. 
At the same time, Airedale had 
found alternative sites to temporarily 
move operations and equipment. 

10/2013 The temporary facilities, 
which needed a little work, were 
ready for production. Raw material 
ordered for production.

11/2013 Two months after the fire, all 
necessary equipment was installed 
and manufacturing commenced.

01/2014 80 percent of production 
was restored. 

04/2014 Seven months after the loss, 
Airedale was producing to pre-loss 
levels with the agreement that a 
couple of additional pieces of equip-
ment would be ordered. 

05/2014 The company returned to 
full production.

covered and fitted out an alternate, tempo-
rary manufacturing site to stay atop order 
fulfillment. The loss couldn’t have come at a 
worse point. At the time of the fire, Airedale 
business had been booming and revenue was 
at an all-time high.
 Tony Cole remembers the search for a 
temp facility. “We actually had a crew that 
consisted of the commercial director and a 
business unit manager who jumped in a car, 
and physically went around to sites trying to 
find places. So we had a real rush of three or 
four days trying to find premises. If it had 
been a different time, if the economy had 
been better, it would have been far harder for 
us to find properties in an acceptable loca-
tion close to our current address.”
 Because it took only a few days to 
find suitable premises, that meant Airedale 
could also secure its workforce. “A lot of 
our staff live locally and have skills that are 
suited to Airedale,” says Cole. “It would be 
very hard to go any distance and try to get 
those people to move, or to find those skills 
somewhere else. So we were very fortunate 
to have found appropriate facilities, and that 
our staff stayed with us.” When all was said 
and done, Airedale lost only two employees, 
both part-time, in the aftermath of the fire.
 Peggy Kelsey is Modine’s general 
counsel and maintains a close relationship 
with the insurance function. “One of the 
things that FM Global made clear to us right 
from the start,” she said, “was that our num-
ber one priority now was not to worry about 
the pile of rubble that used to be our Aire-
dale operations. It was to get up and running 
somewhere else. And, they said, you need to 
do it now and we will support you whole-
heartedly.”
 McBurney understood that the alac-
rity with which this was done worked for 
everyone. “Of course, FM Global is trying 
to minimize its risk expense, but at the same 
time we all, including Modine, wanted Aire-
dale up and running again. Having the same 
goals, having a mutual partnership, was 
really critical.”
 The hyper-focus was impressive, and 
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proved to everyone that once the parties 
ended up on the same page, with the same 
mission, no time need be wasted. “It was 
quite shocking how fast it all happened,” 
admits Kelsey. “Airedale was really back 
in  temporary facilities producing product 
within a few months after a devastating fire. 
It frankly surprised all of us.”
 Airedale also caught a break with its 
customer base. Largely because it makes 
customized, bespoke equipment, but also 
because it had developed real customer 
brand loyalty, their customers stayed put. “In 
those first three or four weeks,” says Park-
man, “when we were talking to our custom-
ers, it was inspiring to see how much they 
supported us, ‘No, we want to stick with 
Airedale. We do not want the competition’s 
product. Just tell me when we can have it 
and we will stay with you.’ That gave us a 
lot of confidence as well.”
 The claims advance money inspired 
confidence, too. “I think it was within three 
weeks that we managed to get the first 
advance payment into the bank account 
here,” says Chris Pink. “I believe it was five 
million pounds.”
 That’s a big relief for Thorburn, who 
managed cash expenditures and the com-
pany’s cash flow. “The payment from 
FM Global told us this was going to be OK; 
there was no going back. We knew then that 
we had a solid claim and the wheels were 
in motion to process it and get the business 
back up and running.”
 Thorburn had his own trial by fire in 
tracking the finances related to the claim. 
Fortunately for him, FM Global walked him 
through it. “There were very few contentious 
issues,” he says. “The few issues we had 
were more emotional, such as the business 
interruption values. We knew we had lost 
some sales, but we didn’t know the projec-
tion exactly, so it was just a case of present-
ing the data the best we could and working 
out a reasonable and fair settlement.” 
 In the eye of the storm, Thorburn 
seemed pleased. What could have been com-
bative, ended amicably and equitably. “I 

“ To me, the moral of the story is to keep 

focused on what is required on a day-to-

day basis, don’t try and imagine the end 

too soon, BELIEVE IN THOSE AROUND YOU 

AND COMMUNICATE WELL.”
 C l i ve  Pa r k m a n
 M a n a g i n g  D i re c t o r,  A i re d a l e





think FM Global has been very fair with us,” 
he says. “They have always tried to see our 
side of the story, our side of the argument. 
And they were there with us to get us mov-
ing forward.”

IN THE END
Clive Parkman says he has learned quite a 
bit throughout this emotionally wrought 
experience. “To me, the moral of the story 
is to keep focused on what is required on a 
day-to-day basis, don’t try and imagine the 
end too soon, believe in those around you 
and communicate well. Our factory pro-
duces high-technology equipment fabricated 
mostly from inert materials, so you look 
around and say, ‘What can burn and what is 
the point in investing a half million pounds 
in a sprinkler system? It will never happen to 
us. Well, it did happen to us, and the roof did 
catch fire, and it did burn.”
 Peggy Kelsey looks at the situation 
not from the root cause, but from the result: 
“When a disaster happens,” she says, “your 
hope is that at the end of it you come out 
better than you were before. I think that’s 
always the goal. And it is very clear that 
is what’s happening with Airedale. Thanks 

to an incredible amount of hard work by 
Airedale management, thanks to the great 
support we got from FM Global, they have 
moved into this incredible new facility, and 
they’re going to be better than they were 
before. It’s really remarkable. No one would 
wish a fire like this upon anybody. But the 
best thing that can happen is that you rise out 
of it, and you say, we’re going to be better. 
And I know they will be.”
 Tony Cole is wistful looking back on 
the way it all played out. “I’ve been asked in 
the past, ‘How would Airedale have survived 
if it weren’t for Modine and FM Global sup-
porting us?’” He pauses and stares away 
from the conversation, off into the distance. 
“I honestly think we would’ve gone under. I 
don’t think we had that level of cover before 
being acquired, but I’m so glad it worked out 
the way it did or we wouldn’t be here talking 
right now.”

“ My view of fire safety has remained  

the same. It was always a number one 

priority. But with regards to the risk, I  

now realize THIS ISN’T SOMETHING THAT 

SIMPLY HAPPENS TO SOMEBODY ELSE.”
To ny  C o l e

O p e ra t i o n s  D i re c t o r 
A i re d a l e

FROM LEFT / Cole, Patel, McBurney 
and Parkman admire the expansive 
factory floor of the new Airedale 
facility.

WATCH THIS VIDEO
on the new fmglobal.com
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Find exclusive video on new fmglobal.com

Fire in Rawdon: 
Modine and  
FM Global
Modine subsidiary Airedale 
suffered a devastating fire in 
its stand-alone facility. While 
its employees, many of 
whom had worked in the 
plant for decades, stood by 
wondering what the future 
held, a management team, 
along with FM Global, 
mobilized to retain jobs, 
revenue and market share.

The Morning 
After: Mercy  
Hospital and  
FM Global 
Five years after a devastating 
tornado ripped through 
Joplin, Missouri, Mercy 
Hospital Joplin, a dazzling 
new fortress-like facility, rises 
up, symbolizing a life-affirm-
ing story of revitalization and 
rebirth.

FIND this video coverage on our website, fmglobal.com.
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