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Dueling moguls: Aon vs. Near North

CEOs Ryan, Segal fight for contracts, brag

8y GREB KINZ and STEVE DANIELS
Officizals of fhe Art Institute of
‘Chicago undoubtedy’

when they finalized arrange-
ments 1o stage a blockbuster
exhibition of works by Van
Gogh and Gauguin, Bur they
drew something bevopd buge
croveds.

Shostly afrer the museurn ré-
tained Near ‘North Insurance
Brokerage Ine. to imsure the

priceless French lmpressionist

works, 3 top museom official
received: a call from Parick
Ryan, husband of Art Institute
trustee Shirley Ryan and chair-
man and CEO of Aon Corp—
a- 57.7-billion internaticnal
plant and ome of the world's
Targest insurance brokerages.

The nature of Mo Ryan’s
call; He wanted 1o know why
Nedt Norrh, rather than Aon,
had ‘won the Vao Gogh'Gau-
guin job.

The money- involved was
sowall, abont §100,000 fn com-
missicns. Bur as Mr Ryans
personal involvement suggests,
there’s nothing tiny about the
mr.x‘*."z‘;!riz.iv pointed rivalry
bétween his Aon and the mtch
staaller bur feisty Near North,
headed by "vladutl Segal, its
recemly méxczc{i 'CEOQ and
OWHEL

The rivalry is on display in
California, where the two
Chicage firms fought over
whe wonld insure s néw tran-
sit building and a mental bos=
cpital ‘thay are under construc-
non.  And  elsewhere.  in
Chicago, where the two bar-
ted over Board of Education
work 1 few years dgo and ap-
pear ready to burt heéads over
coverage for riverboat casings.

were
hoping for a response last year

Yer the:most evidens display

may he in 1S, Distric Court
here: Mr Segal faces a frand

charge in a case in which diree
key wimesses began cooperat-
ing with prosecutors shortly
after they left Near North and
went 1o, work for Aon, sccord-
ing to conrt secords:

e Segal has pleaded inmo-

eont to charges that he inten~

nonally filed a false report
with srate regulators about the
tinancial conditidn of Near

North's brokerage client trust

fund.

{efining competition
Me Ryan—iike Mr Segal, o

setf-made multmillicnaird with.

a penchant for friendships with
powerful politicians and a keen
desire to win—says litde abour
the war for Fometown brag gging
rights.

*We compere locally with 2
variery of lape public compa~
nies . . - as well as smaller, pri-
varely owried companies soch
as Near North,” Aon saysina
starement,

When asked abour ‘the Near
North-Aon relationship, My,
Segal respends with a rhemrical
question: “Whar constirutes ag-
gressive competiton; and whar
constitutes  something bevond
thar#™

Though seme within Aon
suggest that Me Scgal is over-

sratimg the extent. of his feud

with that compiny to @id in
his-crimdnal case, & wide range
of political, tidustry and bisi-

sy insideds say the Competi-

tion. berween the pair i real
and intense, even by the stan-
dards of the highly competitive
msuraoce indusuy.

“Bark mdzva_.d:.;a_is_ wre-strongly

driven,” says Cook County
Board  Finance
Chairman John Diakey, an fsue-
ance broker hioself who places
some  bisiness  thromgh My
Segal® firm and whose sisrerin-
faw—Mayor Richard Daley’s
wife, Maggie—works for a foun:
dation funded by the Ryans.

“There’s a lot of comperition
berween these two companies,”
says Ralph Maurer, chief of the
Office of Risk and Insurance
Management of the California
Deparoment. of General Ser-
vices, which kst year awasded
‘Near North-a $9-million con-
teact for the trausit building and
anental health faciliy over a
competing bid from Aon.

On paper, there would seem
to be. lite
care much aboor Near North,
& fraction of is size..

Near North is o regional
firm—or a 7
tigue,” as'it calls rselé-with
its 830 warkers pulling in rev-
entes of abous $113 mzli:{m_
last vear. That figure pales in

comparison with Aon's nearly

38 bilion in anounal revenues
and 33,000 worldwide em-
ployees.

Aon offers covérage across a
wide spectrarm of busitiess
Hnes that compete with most
or all of Near MNorth's; Mean-
whiley Near North focuses o
industry niches, mc!uémg firie
arts coverage und insurance
for movie _pmd;sc_r_nms i Hol
fywood, where it Is n signifi-
cant force.. _ '

Nonethelesy, industry and
other sources say the <lash be-
tween these two, dompanies 1s
particalarly -sharp, pardy be-
cause Aon.grew by acquiring
regional hrokerages—Iike

Cormmmittee-

e feason for Aon 0.

“natonal bou-

ging ri ghi:s

Comgetitize  policy ’sdfdnzv '
Segal. top, hvad of Near North
Insuravice Brokerage e, and
Patrick Ryan, CEQ of Aovn
Corp.. both bate fo lost.

Near North—that compered
with e compleinenced irs busi-

-ness, and pardy because: borh
firens are based here.

There’s one other reason: the-

.personalities of M Ryan, 64,

the son of a Milwankee $ales-
man who poe himself through
Northwestern University on 2
football scholarship, and Me
Sepal, 58, the son of a North
Side furrier who graduated from
Chicago’s Lovola and DePaul.
universities before poing into.
business with  former  Cook
County  Board  Chaieman
George Dunne.

Public relations

Insiders. ralk freely, vhough
privately, about the competi-
tion. '

Savs one former Agn execn-
tiver I vou ook a picce of
business from Near Norrh, it
was. three ‘atraboys,” come
pared with jnst one for miim,
business from (someone ¢lse).”

“This is a birter, ro-the-death



struggle,” says a top Chicago
power broker. While Mz Ryan’s
style is that of a corporate
statestan and polished arts afi-
cionado, and Mr. Segal’s is that
of a politically connected
wheeler-dealer, they have one
important rtrair in common;
“They don't like to lose.”

Head-to-head business clashes
between Aon and Near North
have become more public since
1996, when Mayor Daley’s new
management team at the Board
of Education decided to rebidl
work then held by Near North.
Aon ended up winning most of
it, but not until Near North ha.l
sued the board.

At the Art Institute, business
has gone back and forth be-
tween the two firms, with an
Aon unit armanging insurance
for the 1595 Monet exhibit, but
Near North’s fine arts unit win-
ning bids for the 1997 Renoir
show as well as the 2001-02
“Van Gogh and Gauguin: The
Studio of the South” exhibit.

Robert Mars, the museum’s
recently retived executive vice-
president, declines to discuss
the call he received from Mr.
Ryan about the recent exhibir.
His only comment: “There
was a competitiveness betwecen
the two” companies and their
CEOQs.

An Art Institute spokes-
woman declined to comment
on the marter. Aon stops short
of a denial, saying in a stare-
ment: “Mc Ryan narurally in-
volves himself personally in
many client relationships, as
does any CEO of a major

client-focused corporation.”

Illinois gaming industry
sources say Aon recently has
begun making inquiries about
insuring riverboar casinos.
Near North now covers boats
in Joliet, Alton, Peoria and
Elgin. And the Metropolitan
Pier and Exposition Authority,
the city/state agency that oper-
ates McCormick Place and
Navy Pier, reports thar Aon has
asked about its coverage in re-
cent weeks.

The two not only fight over
business but over employees
who can get that business. Near
North insiders say that several
dozen staffers have gone to
Aon in recent years. Aon says it
does not track where its work-
ers come from, and declines to
comment on existing or poten-
tial business. Near North offi-
cially has no comment.

Pending in Cook County
Circuit Court is a 1997 civil
suit in which Near North ac-
cuses Aon and three of its op-
erating units of misappropriat-
ing trade secrets—namely, a
software package called Bond-
Master, used to serve surery
bond clieats, according to
court documents.

Near North already has set-
tled with a second corporate
defendant thar had a role in
the matter, but terms are under
court seal,

John Harney, Near Norths
chief operating officer, says he
is confident his firm will pre-
vail in the matter, which tenta-
tively is set to go to trial later
this spring. Aon “believes it

has excellent legal defenses,” it
says.

The major court action in-
volving the companies is an-
other Cook County civil suit
that Near North recently filed
against three of its former sen-
ior employees who defected to
Aon~-and their role in the
pending federal criminal
charge against Mr. Segal.

In the federal case, Mr. Segal
now faces one count of filing
the false report. However, fed-
eral prosecutors have said in
open court that they are
preparing additional charges
against him.

The Cook County civil case
was filed the week before prose-
cutors arrested Mr. Segal. In ir,
Near North accuses three for-
mer “senior managerial employ-
ees” who now work for Aon of
breaking 2 non-compete clause
in their contracts. Subsequent
Near North pleadings allege
that the former employees en-
gaged in “a campaign of extor-
tion” to get Mr Segal to sell
them his firm and make other
unwarranted payments to them,

The three deny that—and
offer a highly interesting expla-
nation. The truth, they allege in
court filings, is that they began
cooperating with federal prose-
cutors “promptly” after being
hired by Aon, and thar Mr
Segal is attempting to pressure
them to keep quict about his al-
leged misconduct.

‘Went right over
Eric Brandfonbrener, the at-
tomey for the three, says Aon

“had nothing o do” with his
clients’ cooperating with fed-
eral prosecutors. “I've never
had dealings with Pat Ryan on
this, I've never vetted this with
{Aon),” he says, adding that it
was only logical that the three
would seek employment else-
where in the insurance industry
after leaving Near North.

Mr. Brandfonbrener does
confirm that the three “went
right over” to Aon within a few
days of leaving Near NMNorth,
with their decision to taltk with
federal prosecutors coming in
the same period.

Aon is not a defendant in
this Cook County case, though
Near North made and then
withdrew a motion to include
it, pending discovery in the
case,

Asked if it wanted the three
staffers to help federal prose-
cutors, or hired them knowing
thar they would, Aon replies
that its employees should “co-
operate by answering com-
pletely and honestly any ques-
tions put 1o them” by legal au-
thoriries.

The company won’t comment
on whether it is paying Mr
Brandfonbrener’s fees in the
case, Mr. Brandfonbrener says
he “sends my bill to my clients.
I don’t know if they are reim-
bursed.”

The spokesman for U.S. Ar-
torney Patrick Fitzgerald de-
clines comment on any con-
necrion between the civil and
criminal cases, as does Mr,
Segal,
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