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COVERAGE OF THE MONTH:

HIRED AUTO – Provides coverage for Liability arising out of the use or operation of an auto hired or rented by the insured. Coverage applies for Liability only to a third party. Coverage is normally included on a commercial Auto policy but can be endorsed onto a General Liability Policy.  
NON OWNED AUTO:  Coverage provided for auto accidents when an employee uses his or her own vehicle on behalf of the employer. Coverage is excess and covers only the employer, not the employee. Coverage is normally included on a commercial Auto policy, but can be endorsed onto a General Liability policy.

HIRED CAR PHYSICAL DAMAGE: Coverage provided for Physical Damage arising out of the use or operation of an auto hired or rented by the insured. Used in conjunction with Hired Auto which provides the Liability coverage. The Limit placed on this coverage should be the maximum value of any one vehicle rented by the insured. Coverage can only be purchased on a Commercial Auto Policy. 
HURRICANE KATRINA RANKS NO.1 COSTLIEST NATURAL DISASTER
To no one’s surprise, Hurricane Katrina now officially accounts for the costliest natural disaster in U.S. Insurance history. Having already surpassed Hurricane Andrew’s mark, the industry is holding it’s breath as the initial numbers continue to climb upwards. As of last month, the Insurance Services Office announced that insured losses total $34.4 billion to date. 1992’s Hurricane Andrew caused an inflation adjusted $20.8 billion in damages. That number is expected to increase. According to AIR Worldwide, flooding and storm surges caused an estimated $44 billion worth of property damage in Louisiana, Mississippi, Alabama and Florida.
Even now, no one can claim a definitive understanding of all the ramifications, which are not just financial and economic, but also political and social. The domestic personal and commercial lines sectors of the insurance industry will be affected by the hurricanes, but S&P believes the industry still has a stable outlook. The reinsurance sector, however, now garners a negative outlook.

Of the 88 insurance and reinsurance entities S&P covers, it says 13 “might bear a disproportionately large share of estimated losses” and their ratings are now on Credit Watch with negative implications. On the commercial lines side, “these storm losses could harden prices, which have started to soften in the past year”, the report says. “We don’t know yet, if rate increases will be restricted to catastrophe-exposed coastal areas or if they will be general in nature”. In the past, rate increases were general in nature after a geographically restricted disaster. For example, after the 9-11 disaster, rates throughout the United States increased all the way through last year. The hard market was just beginning to level off before Katrina hit.
The reinsurance sector will feel the hurricanes’ sting the most. “Katrina, a very sizable event, will cause a significant umber of catastrophe reinsurers to lose their earnings for a year or more,” the report says. “A loss of this scale should undoubtedly lead to improved prices. In January 2006, we expect sizable rate increases for catastrophe reinsurance programs”. 
What does this mean for you? Expect rate increases. Reinsures basically insure the financial well being of insurance companies. For example, Hartford may assume the first $1,000,000 worth of an Auto loss, and after that, their reinsurer will pay the balance of a claim. This protects the financial being of Hartford and allows them to predict their worse case scenario. Their reinsurer then absorbs the balance of a large claim. The cost of the reinsurance is built into the rates that Hartford charges. If their reinsurance rates go up, that increase will be passed onto you.  After 9-11 hit rates started going up the following January and that is the same pattern we expect to see in January 2006. Most insurance companies just started to operate profitably this year after the rate increases that started back in 2000. If history repeats itself, any rate decrease seen this year will go away in 2006. We expect to see an increase in January 2006 and possibly another increase in July 2006.
We are diligently watching carrier ratings for downgrades, as it is normal for carriers to be downgraded and possibly even become insolvent after a catastrophe of this magnitude. You can expect to receive notices of premium increases at renewal time. This is a standard notice that most carriers send out just to forewarn you of potential increases.
It is the standard practice of McCormick Insurance to market every renewal so rest assured that we will do our best to make sure you are getting the best possible deal. In some cases it may be that we bring you a carrier change or recommend extending your policy to keep your current rates. 
Call McCormick Insurance today with questions regarding your renewal and possible rate increases. 
INSURANCE CLAIM GAFFES
“The guy was all over the road. I had to swerve a number of times before I hit him.”

“My car was legally parked as it backed into another vehicle.”

“The indirect cause of the accident was a little guy in a small car with a big mouth.”

ENDORSEMENT CORNER

CA 99 60 10 01 – Audio, Visual & Data Electronic Equipment Coverage – Goes onto Commercial Auto policy to cover DVD players & GPS Equipment. These items are NOT covered under the un-endorsed Auto policy.

CM 00 20 06 95 – Commercial Articles Floater – Goes onto an Inland Marine Policy to cover digital cameras. 

RISK MANAGEMENT TIP
Businesses are subject to serious negative consequences if their experience modification factor exceeds 1.0. More underwriting scrutiny and scheduled debits are just a few of the cons. Bid requirements often require experience modification limitations and the poor mod will begin to impact revenue in addition to your insurance expense.

Be aware that by manipulating class codes in an attempt to get the most payroll into the lowest rated class may actually drive the experience mod up over time. The mod is produced as a function of actual losses as compared to expected losses. By manipulating the class codes, you may be inadvertently lower your expected losses unrealistically by allocating payroll to less risky classifications. This increases the possibility that the actual losses will exceed the expected losses for a classification which will lead to a higher modifier in the future. Putting the proper payroll in the right code will avoid this problem and will also help avoid large audit premiums. 

Getting the lowest up front premium should be done through a proper review with your agent, not by artificially moving payroll. 

NSF FEES
There is a $30 fee charged for all NSF checks payable to McCormick Insurance Agency. 
HAPPY THANKSGIVING!!
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We will be CLOSED on Thursday 11-24 and Friday 11-25 in observance of the Thanksgiving Holiday. 
Positively Quotable:
“Thirty-five is when you finally get your head together and 
your body starts falling apart.”



Caryn Leschen

“If high heels were so wonderful, men would be still wearing them.”




Sue Grafton
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