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What is ISU?

ISU is a national network organized exclusively for independent insurance agents through which the strength and resources of a truly national organization can be used to help solve insurance and financial risk management problems ... price, coverage, satisfactory claims settlements, security and peace of mind.

· Offices coast to coast 

· Over 1000 professional staff 

· Exclusive coverages for clients 

· Access to nationwide database of insurance knowledge 

· Expert claims advice 

· Access to over 300 insurance companies 

· Over $1 billion in written premiums 

· Access to Lloyd's of London 

We are a local, privately owned, independent insurance firm capable of handling ALL of your insurance needs. Our independent ownership allows us to provide you with a high level of personal service. We access the strengths and resources of one of the nation's largest networks of insurance agents to better serve you. Through our national network we can search the market to get you the best value in insurance.

"Business Insurance" Magazine Ranks

       Company                                                     Gross Revenues
1. Marsh & McLennan Cos. Inc.

       $2,052,520.000

2. Aon Group Inc.   



         1,379,124,000

3. Assurex International 


                    507,000,000

4. Willis Corroon Group P.L.C. 

            364,213,000

5. Acordia Inc. 



                    226,885,590

6. Arthur J. Gallagher & Co.


            224,707,000

7. ISU   



                                    135,500,000
8. Hilb, Rogal & Hamilton


            123,396,000

9. USI Insurance Services Corp.

              99,613,000

10. Lockton Cos. 



                      76,376,250

11. Poe & Brown Inc. 


                      59,340,000

12. American Pheonix Corp. 


              52,992,350

13. Near North Insurance Brokerage, Inc.            51,467,500

14. McGriff, Seibels & Williams Inc. 
              43,166,696

15. Frank Crystal & Co., Inc. 


              39,178,690

16. Kaye Group Inc. 



              38,263,590

17. Alburger Basso de Grosz 


              37,356,000

18. Palmer & Cay Inc. 


                      36,373,054

19. John L. Wortham & Son L.L.P. 

      26,059,750
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· HARD MARKET

What Is an Insurance Hard Market?  911 RELATED

How Does it Affect My City or District? 
The Property/Casualty insurance industry is competitive and has historically been clearly subject to significant business cycles. The severe “hard” liability market for local governmental entities of the early-/mid-1980s was the primary factor motivating the Trust to form a liability insurance pool in order to provide affordable coverage for local governmental entities in Utah. 

For insurance markets, the business cycle is called the Underwriting Cycle. When profits are rising, insurers want more market share so they lower their premiums. This is called a “soft market.” Underwriters assess risk optimistically and are more willing to price coverage more aggressively. This was the case for most of the decade of the 1990s. Ten years is an exceptionally long time as far as soft markets typically go. The strong and prolonged Bull stock market allowed insurance companies to realize profits even with falling premiums as they made significant returns by investing premiums before losses had to be paid. 
When profits slide to a point of real losses, a “hard market” begins. Underwriters quickly change from optimistic to pessimistic. Now they become selective and insist on price increases to cover past losses. Lower profits also make it difficult for insurance companies to attract investments and thus have less capital and by law are able to write less coverage. This makes the market even “harder.” 

Some years ago, Arch Reinsurance CEO Paul Ingrey (then President of F&G Re) described the insurance underwriting cycle in terms of a clock, as follows: 

1:00 - Pricing starts to drop 

2:00 - Companies compete to increase market share 

3:00 - Prices fall dramatically 

4:00 - Profits slide 

5:00 - Results horrible 

6:00 - Pricing cannot go lower 

7:00 - A.M. Best writes this cycle's "letter of concern" 

8:00 - Crunch 

9:00 - Prices up sharply 

10:00 - Capacity becomes expensive 

11:00 - All companies flourish 

12:00 - Euphoria! 

1:00 - Pricing starts to drop 

(Source: April 1993 presentation by David Skurnick to the Casualty Actuarial Society) 

Using Paul’s clock model, the Property/Casualty insurance industry was at about 7:00 during the summer of 2001. The “hard market” cycle began several months before the loss of life and property in the attacks on the World Trade Center and the Pentagon. 9/11 has given the hard market a huge jump-start and unusual energy and staying power. 
We are now clearly in the middle of a hard market. Nobody knows how long it will last but Sam Friedman opines “There is no light at the end of the hard market tunnel for buyers of commercial insurance, with prices likely to keep rising through 2003 and probably into 2004. . . .” 

(Source: National Underwriter, Oct. 11, 2002)

· HARD MARKET- Continued
The good news for Trust members is we have been able to minimize the negative effects of this hard market. Workers compensation premiums have increased but at a much lower rate than most of the country. Some areas are reporting 100% to 200% increases and at times no coverage available. Our property insurer of many years decided to not renew their policy. We were able to find another carrier at only a small premium increase although we did lose earthquake coverage. The Alaska Trust was forced to accept 100% property premium increases along with less coverage. Best of all – Trust members of our liability pool only saw minimal (<5%) premium rate increases on average. 

The Trust negotiates with insurers and reinsurers from a position of strength and is able to secure more favorable rates than individual agencies. As we represent over 400 local governmental entities, we act as ONE large customer and not 400 small individual customers. 

The only way to permanently keep premiums down is to keep losses down. The Trust is always there to help you prevent losses and for all your risk management needs. Call our Risk Management Services Team with questions or concerns: Wendell Bosen, Joe Anderson, Jake Clapham (801-936-6400 or 800-748-4440). 
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· NEW CARRIER REQUIREMENTS
As a result of the “Hard Market” virtually all the standard insurance carriers increased the underwriting guidelines and pricing of their individual and package policies.

Pricing for the last two years premiums have increased by 25% and in many instances, the premiums

have increased by 50%.   I have one client who premium increased by 240% on a loss free commercial property.

During those “Soft Market” years a client could, providing certain conditions of the property profile were met, obtain premium credits that could amount to a premium savings of 25% to 30%.

Premium credits are for the most part a thing of the past.

Factors such as building age, condition of the property, building updates for roof, electrical, plumbing, and HVAC systems are now more closely evaluated by a company underwriter.

In the not too distant past, we were able to satisfy building, underwriting updating inquires by simply stating that the plumbing problems were repaired as required or, that the electrical system changes were repaired as required.  Building roofs present another problem and, by way of losses, represents one of the most repetitive and expensive cost to an insurance carrier. Roofs updates are generally easier to answer, for the roof is 15 years old

NOT TRUE ANYMORE!  Standard carriers now evaluate older buildings (Built before 1950) are either withdrawing from existing clients; will not quote new clients; or, are modifying their cove rages on replacement cost and only providing basic peril coverage.   If the client cannot provide the required building update information, the carrier will not write the risk or the carrier will make significant changes in coverage.   Non-standard, non-admitted carriers (Surplus Lines or Excess and Surplus Lines Carriers), are also following the standard carriers lead on tightening up on basic underwriting requirements.   
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· LISTING INSPECTIONS

What to look for from an Insurance Viewpoint
In viewing your various real estate forms there are a number of due diligent items that you must provide for your listings.

Many of the items are duplicates of the due diligent or insurance underwriting requirements

That we have as insurance brokers.   We find that our inspection check lists is a good method in accounting for all the potential problems in writing commercial properties.

PROPERTY VS LIABILITY

We breakdown inspections in two ways:  Property Inspection & Liability Inspections

On the property side, we look at the overall appearance of the property and make an evaluation as to how well the property is maintained.   It is rated as unacceptable, fair, average, good, or above average.

Properties that show the lack of maintenance will sour an insurance company inspector and give rise to a more microscopic inspection.   I know real estate brokers are very sensitive in the appearance of the property affects the potential sale.  It will also affect the potential of securing insurance.

PROPERTY

Here are some examples of inspection write-ups on property conditions.

· Pealed paint

· Gutters hanging

· Graffiti

· Stucco in need of repair

· Roof shingle missing

· Overgrown brush

· Cracks in pool

· Broken windows

· Water Damage

· Etc.

LIABILITY

 Here are some examples of inspection write-ups on liability conditions.

· Attractive Nuisance Hazards.  Abandon cars in parking lot; lids on dumpster open

· Grease and oil in parking areas.

· Cracked or broken asphalt or concrete

· Cracked walkways and city sidewalks.

· Pot holes in concrete or asphalt

· Unfenced pools

· Vertical spacing on handrails, 4” minimum.

· Bars of Windows.  Must be self-releasing
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 PROPERTY INFORMATION SHEET

APARTMENTS

DATE OF RFQ: _____________       DATE QUOTED: ____________ ESCROW DATE: ________

CURRENT INSURANCE: ___________________PREMIUM: $_____________ X-DATE:___________

PROSPECT/CLIENT: ______________________________________________________

ADDRS:________________________________ CTY:_______________ST: CA ZIP:___________

W-PHONE: _________________ H- PHONE: _________________F-PHONE: ________________

PROPERTY MGT CO: _____________________________________________________________

ADDRS:________________________________ CTY:_______________ST: CA ZIP:___________

CONTACT: _____________________________ POSITION:________________________________

W-PHONE: _________________ H- PHONE: _________________F-PHONE: ________________

RESIDENT MGR (NAME) ______________UNIT:_____  PHONE: __________________________

                               PROPERTY LOCATION

SITUS: ___________________________________________________________________    

 CITY:_________________________  ST:   CA       ZIP: ________________  

                            - REQUESTED COVERAGES -

BUILDING VALUE:   $ ________________  ACTUAL ANNUAL RENTS:   $ _________________

CONTENTS, IF ANY: $ ________________  PREMISES MEDICAL:      $ _________________

LIABILITY:        $ __1 MILLION______ HIRED & NON OWNED AUTO $ ___1 MILLION_____

DEDUCTIBLE:       $ _______________   BLDG ORD: _________  EQ:$ ________________

[  ] $500; [  ] $1,000; [  ] $ 2,500; [  ] $5,000

                                      SIGNS:  No Of: ______  VALUE: $ _________

                              PROPERTY INFORMATION

CONSTRUCTION:   FRAME STUCCO  [   ]      NO. OF STORIES:  _____

                BLOCK - HCB   [   ]      NO. OF BLDGS:    _____

                TILT-UP       [   ]

OTHER:(SPECIFY)______________ [   ]      TYPE OF ROOF and AGE: ______

BUILDING YEAR BUILT: ______________     COMPOSITION   [  ]   [  ]  FLAT

                                        TILE          [  ]   [  ]  PITCHED

TOTAL SQUARE FEET: ________________     WOOD SHINGLE  [  ]   [  ]  GABLED

                                        HOT MOP       [  ]

TOTAL UNITS:  _____________________     PANELIZED     [  ]

                                        ROLL COMP     [  ]

UNITS/BLDG.:  _____________________     NON-COMBUST'B [  ]

 º POOL: ____     SPAS: ____      º       SAUNAS  :   _______

  ARE THE POOLS OR SPAS FULLY FENCED      REC. RM.:   _______  TENNIS CRT. _____

 WITH SELF-LOCKING GATE?                 PLAYGROUND: _______

 YES  [  ]  NO [  ]                      WGT. RM.:   _______  BASKETBALL  _____

PROPERTY INFORMATION SHEET

APARTMENTS

SECURITY BLDG ENTRANCE: YES [  ]; NO [  ] SECURITY PARK'G YES [  ]; NO [  ]

CENTRAL BLDG A/C SYSTEM: [  ] YES; [  ] NO. INDIVIDUAL UNITS; [  ] YES; [  ] NO

NO AC UNITS;  [  ] YES; [  ] NO.          BOILERS  [  ] YES; NO [  ]

FIRE PROTECTION       NO OF ELEVATORS?  ____

FIRE EXTINGUISHER? YES [  ] NO [  ]     SMOKE DETECTORS? YES [  ]    NO  [  ]

FIRE HOSES?        YES [  ] NO [  ]     HARD WIRE [  ]     OR  BATTERY   [  ]

FIRE ALARM?        YES [  ] NO [  ] ->  CENTRAL SYSTEM  [  ] LOCAL SYST. [  ]

FULLY SPRINKLERED? YES [  ] NO [  ]

BUILDING UPDATE INFORMATION - MANDATORY COMPLETION:

ROOF  TYPE: ___________________     YEAR LAST REPLACED: __________________

ELECTRICAL INFORMATION:  TYPE OF ELECTRICAL.

                                    YEAR LAST UPDATED: ___________________

CIRCUIT BREAKERS  [    ]   FUSES  [   ]; ALUMINUM  YES [   ]  NO [   ]

HEATING, VENTILATION AND AIR CONDITIONING

HEATING TYPE: ___________________    YEAR LAST UPDATED: ___________________

BOILER:   YES [   ]  NO [   ]; AIR CONDITION:   CENTRAL  YES  [   ]  NO [   ]

                     YEAR LAST UPDATED:  BOILER: __________    AC: __________

PLUMBING  TYPE    COOPER [   ]  GALVANIZED  [   ]

                                       YEAR LAST UPDATED: ___________________

PARKING:  [   ] OPEN, NO CARPORTS OR UNDER BUILDING PARKING

          [   ] CARPORTS ONLY.   METAL    WOOD

          [   ] COMBINATION: _____________________________________

          [   ] FULL GARAGES  DETACHED    [   ] FULL GARAGES - ATTACHED

          [   ] UNDER BUILDING PARKING - FRONT - SIDE - OR REAR

          [   ] STREET LEVEL - UNDER APARTMENT COMPLEX BUT NOT SUB-TERR. PARKING

          [   ] SUB-TERR, BELOW STREET LEVEL

          [   ] NO. OF LEVELS OF SUB-TERR  OR  UNDER BUILDING PARKING

RISK EXPOSURES:

LEFT SIDE:  ________________________________________FT.____________

RIGHT SIDE: ________________________________________FT.____________

REAR:       ________________________________________FT.____________

CONDITION OF PROPERTY:

EXCELLENT  [   ]  GOOD  [   ]  AVERAGE [  ] BELOW AVERAGE  [   ]

ANY CONDITION THAT WOULD CAUSE INSURANCE CARRIER CONCERN:

EXAMPLES:  GRAFFITI, BROKEN DRIVEWAY, SHINGLES OFF ROOF

LOSS INFORMATION

Any losses on this property within the last FIVE (5) YEARS?

REQUIRE A COPY OF THE LOSS HISTORY FROM YOUR CURRENT INSURANCE CARRIER  WHICH

DESCRIBES,  THE DATE  OF LOSS,  TYPE OF  LOSS,  MONIES PAID  OR RESERVED  ON ANY

LOSSES.

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

PHOTOS TAKEN: ____________INSPECTION by:  _____________ DATE: __________

LENDER INFORMATION:

NAME OF LENDER: ____________________________________________

ADDRESS:   _____________________________________________

CITY: ________________  ST:  CA          ZIP: _____________

LOAN NUMBER: ________________________

LENDER REQUIREMENTS:

REPLACEMENT COST [  ]        SPECIAL FORM  [   ]

ACV (ACTUAL CASH VALUE)       BASIC FORM  [   ]

CERTIFICATE:  [   ]          EVIDENCE OF PROPERTY INSURANCE:  [   ]

COPY OF LENDER REQUIREMENTS:  [    ]

AMOUNT OF LOAN:  $ ___________________  ESCROW CLOSING DATE: ______________

ESCROW NO. ___________________________

ESCROW COMPANY: ______________________________________

ADDRESS: ______________________________

CITY: ________________________  ST:  CA    ZIP: ____________________

ESCROW OFFICER CONTACT: _____________________________

PHONE: ___________________________   FAX: ______________________

A. M. BEST RATING REQUIREMENT: _____________________________
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· OLDER BUILDINGS AND THEIR UPDATES
(Most Critical Issue Today)

With the advent of the insurance “Hard Market” insurance carriers have increased their underwriting requirements on property building updates.   As you may recall, building updates refer to the buildings roof, plumbing, electrical, heating and air conditioning.

The insurance carriers do not want to be in the business of replacing a roof where normal replacement and repairs could have corrected the problem.  Some carriers want a roof no older than 15 years old while others will accept a roof approximately 20 years.  It is interesting to note that

some carriers will place a risk in a preferred market when writing a new building or a building

where the roof is less than 10 years old.   Losses associated with a roof and the associated water damage to the buildings interior are still one of the largest losses paid out by insurance companies.

Let me give you a recent example of roof damage.   One client, whose premium was $3,400, had a roof leak caused by rain and wind damage.  The flat composition roof was allegedly less than 15 years old. After filing the claim, the owner had the obligation of ensuring that no further damage to the subject property.  Subsequently, there was another rain storm.   Between the initial storm and the second storm, the client opts to install a skylight!   What happened next?   The roof started to leak into a number of building tenants.   The initial cost of the roof replacement was about $40,000.   After the lawsuits were filed by a number of tenants, the final payment or cost of the loss was approximately $370,000.  Once again, the original premium was $3,400.00.  This is but one example of why insurance carriers get real concerned over the age and condition of a roof.

Electrical Update has become another underwriting issue.  Buildings with fuses are nearly impossible to insure.  Most city building ordinances require electrical circuit breakers.  Buildings that are 25 years or older are now being required to have their electrical systems updated.  Although it is unusual to have a complete wire pull on a building, most owners have periodic electrical modifications to their properties in order to accommodate new tenant requirements or tenant improvements.  Unfortunately, many owners do not maintain a listing of all of these changes; however, these tenant electrical changes are electrical updates.

Plumbing updates:  Galvanized pipes have a function life of about 25 years whereas copper piping is functional for a greater period of time.  Most newly constructed homes and commercial building have copper piping due to its lower installation costs as well as it durability.   Plumbing updates is another major concern for insurance carriers.   As with electrical related insurance losses, plumbing losses due to aging galvanized pipes are cause for insurance carriers to seriously limit replacement cost coverage.  As an alternate, when updates for plumbing cannot be documented, only ACV coverage will be offered.

The potential sale of the property due to lack of updates can be jeopardized from an insurance and lending standpoint.

New Buyer Information
Your new buyer must require a fully disclosure from the seller on the condition of the roof, electrical, plumbing, and the HVAC systems.
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· CONTRACT  PROPOSALS TO SELLERS.  Residential Income Property Purchase Agreement and Joint Escrow Instructions
Recommended Items for Inclusion:
 

There are many amendments to purchase agreements which require certain actions on the part of the buyer as well as the seller.

In order to protect the buyer we would highly recommend you consider the inclusion of language that requires the seller to provide certain insurance related information to the buyer.   The requested information is, for the most part, available to the seller and; if presented, provides a greater likelihood for a smooth securing of property and liability insurance for the buyer.

The recommended requests from the existing seller including the following items:

1.
A copy of the seller’s existing insurance declaration sheet.


An insurance declaration sheet includes, among other items, Insured Value of the

      Property; Loss of Income provisions; Insurance Carrier and Policy number; Periods

      of  Coverage; and current premium.

2.
A statement from the existing buyer of their property and casualty (liability) loss history.


Normally on a new purchase, current carriers do not request loss history from a new 

Purchaser.   However, there are carriers who will credit or discount newly purchased properties if it can be shown that the purchased property has been loss free in the past 3 to 5 years.

The loss history provides a buyer with the knowledge that the property that they are

considering has been free of property and liability related losses.

The prospective buyer should be cautions about a property that has had repetitive general liability losses from slip and falls.  Similarly, a caution sign should also go up if the subject property has had mold, pest problems or water related losses. Another issue to be noted is: Has the property been cited for any violations of the city or county codes or ordinances?  The current seller, we believe, is legally obligated to disclose prior losses whether they are property or liability related.
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CONTRACT  PROPOSALS TO SELLERS- Continued
3.
A statement with regard to building updates, i.e. roofing; electrical; plumbing; heating; 

      and air-conditioning.


The seller should provide:


Roof:   
Age and condition of the Roof and when the work was completed.


Electrical:   
Type of and condition of the wiring and the date the wiring was last updated.


                    
A caution sign should go up if there is a 40 year old building with no updates



        
and the building is on fuses.


Plumbing:   
Type and age of the plumbing.   Note: galvanized piping has a 25 year life.



        
New buyer needs to know when the plumbing was last updated, i.e. the date

                          
and what work for performed.


Heating:       
What type of heating, i.e., natural gas, electric?  Need to know the age

                           
and updating information.

      AC

Type of Air Conditioning, individual or central.  Was there a maintenance




contract?   Last update?


Boiler:

Type of boiler?  Was there a maintenance contract?   Last Update?

Remember:  Insurance carriers no longer accept “Repaired As Required” or the Roof, Electrical,

Plumbing, and Heating are really Okay!

If the seller cannot provide acceptable building updating information, it will jeopardize the placement of insurance or modify the available coverages, i.e., replacement cost vs. actual cash value.
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· LENDER  INSURANCE  REQUIREMENTS  

For the most part, the lender insurance requirements come though the escrow process and are, to be sure, late.

In many instances, we, the insurance broker, receive the lender insurance requirements after Escrow has finalizes all of their closing requirements.   At the “Eleventh Hour”, Escrow finally realizes they don’t have the insurance in place in order to close escrow.  As a result all the closing pressure is directed to the insurance broker by the buyer, real estate broker, mortgage broker, lender, and escrow personnel.

Notwithstanding the fact that the property has been in the escrow process for a period between 30 and 90 days, two days before funding everybody wants the insurance.   Lots of Luck.

The single and most prevalent problem with lender requirements is the 

TYPICAL LENDER INSURANCE REQUIREMENTS

· Replacement Cost or Guaranteed Replacement Cost vs Actual Cash Value

· Special Form vs. Basic, General or Broad Form   (Perils covered in case of loss)

· A. M. BEST. Best Rating requirements

· Flood Insurance

· Earthquake Insurance

· Building valuation vs. amount of loan coverage

· Loss of Income

· Building Ordinance Coverage

· Sprinkler Leakage

· General Liability limits

· Environmental Impact studies and/or insurance

· Special General Liability limits due to elevators

· Special endorsements

· Minimum term of insurance, i.e. 1 year
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· INSURANCE QUOTATIONS  
Apartments:

Office Buildings:

Industrial Buildings:

Shopping Centers:

Median Premiums by Construction

Premiums for commercial property vary by construction type, zip code, occupancy, age of building and deductible amounts.  A sprinklered  Buildings can, by itself, provide a premium discount of 30%.

THE FOLLOWING CHARTS SHOW SOME PROFILES WITH ESTIMATED PREMIUMS FOR OFFICE BUILDING, SHOPPING AND/OR COMMERCIAL BUILDINGS. AND RECENT APARTMENTS PLACEMENTS.
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RECENT APARTMENT PLACEMENTS

FRAME-STUCCO, NON-SPRINKLERED BUILDINGS WITH A $1,000 DEDUCTIBLE

REF   CITY            BLDG VAL  UNITS  
PREMIUM  

1800 VENICE           319,000     8 

1,981.00

1203 BURBANK          334,000     6  

2,622.42

1799 LOS ANGELES      388,000     8  

2,126.00

1769 SANTA MONICA     431,000     4 

1,335.18

1259 VAN NUYS         487,500    11 

2,716.00

1586 LOS ANGELES      538,000    11  

3,186.00

 835 NO. HOLLYWOOD    589,000    11 

5,538.00

1888 LOS ANGELES      643,000    15  

4,009.00

1793 LOS ANGELES      672,000    10 

3,348.00

 338 LOS ANGELES      713,000    44 
 
7,305.34

1882 NORTHRIDGE       789,000    19 

8,840.90

1785 NO. HOLLYWOODD 1,694,000    28 
    16,860.93

 353 TARZANA         4,083,000   37 
    26,516.76
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· ESCROW “DEAL BREAKER”

 FROM AN INSURANCE STANDPOINT

The following is a short list of reasons why escrows have failed to close due to insurance related issues:

· Replacement Cost Coverage was not available.   ACV was the only option available.

· Special Form was not available.   Only basic peril coverages  were available.

· General Liability cove rages for three (3) million were not available by quoting carrier.

· A. M. Best Rating of the quoting carrier was less than required.

· Guaranteed Replacement cost coverage was not available.

· Building Ordinance requirements could not be met.

· Building values requested are inconsistent with Lender requirements.

· Special endorsements.
· Insurance could not be obtained before Escrow closing date.

Buyer loses on interest rate quoted.

·  Environmental Insurance Issues.
· Earthquake Insurance.

· Flood Insurance.
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· TIMELINE FOR SECURING INSURANCE QUOTATIONS 

SELLING SEQUENCE

PROPERTY LISTING

BUYER’S OFFER

BEGINNING OF ESCROW

SECURING A LENDER AND UNDERSTANDING THEIR REQUIREMENTS

OBTAINING PROPERTY INSURANCE

CLOSING ESCROW

ESCROW CLOSING DATE
DAYS IN ESCROW



INSURANCE LEADTIME
60 DAY CLOSING



30 DAYS

45 DAY CLOSING



30 DAYS

30 DAY CLOSING



30 DAYS

FIRM LENDER REQUIREMENTS DUE 30 DAYS BEFORE CLOSING  (?)

FULL INSURANCE INFORMATION COMPLETED AND READY FOR SUBMISSION 30 DAYS BEFORE THE PROJECTED CLOSING DATE OF ESCROW.

The lead-times for obtaining property insurance are generally 30 days.   For older buildings the lead time can be extended to 45 days in order obtain a timely quotation.  The placement of older buildings may require us to obtain multiple quotations from non-standard, non-admitted carriers and; as a result, extend the normal 30 day lead-time.

The bottom line is the longer lead time we obtain the better job we can provide any potential client.
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· ENVIORNMENTAL INSURANCE ISSUES. 
 



 
TO BE FORWARDED , IN DRAFT FORM
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GLOSSARY OF TERMS

ACTUAL CASH VALUE (ACV)

"Actual Cash Value" is the replacement cost of property damaged or destroyed at the time of loss, with deduction for depreciation. Actual cash value cannot exceed the applicable limit of liability shown in the declarations of the policy, nor the amount it would cost to repair or replace such property with material of like kind and quality within a reasonable amount of time after a loss. 

AGREED AMOUNT ENDORSEMENT

This endorsement is an agreement made by the insurance company wherein it waives the coinsurance clause on the specified property. As long as this endorsement is in effect, there would be no coinsurance penalty at the time of a claim. 

By combining an Agreed Amount Endorsement with a Replacement Cost Endorsement (see separate explanation), you can obtain an unusually high quality of insurance coverage! 

BLANKET INSURANCE: DEFINITION OF
Blanket insurance provides coverage under a single limit for the following: 

Two or more items (e.g., Building and/or Contents) 

Two or more locations (e.g., Location A and/or Location B) 

A combination of items and/or locations 

NAMED PERIL VERSUS ALL RISK

A "peril" is defined as a cause of damage or loss. To be covered for damage or loss under a "basic " contract, the damage or loss must be caused by a peril that is "named" or listed in the contract. Consequently, if damage or loss is caused by a peril that is not named, there is no coverage. In addition, the contract's exclusions must also be considered in determining coverage. 

In a "special " contract, it is not necessary to name or list the insured perils since the intent is to cover all risk of damage or loss. Here, too, the contact's exclusions must be considered; however, the "special " form of coverage provides a much greater coverage quality. 

Note that "special " coverage should not be construed to mean "all loss" coverage. Certain types of loss are definite and therefore not insurable. 
CO-INSURANCE

Co-insurance is an arrangement by which the insured, in consideration of a reduced rate, agrees to carry an amount of insurance equal to a percentage of the total value of the property insured. 

An example is if you have guaranteed to carry insurance up to 80% or 90% of the value of your building and/or contents, whatever the case may be. If you don't, the company pays claims only in proportion to the amount of coverage you do carry. 

The following equation is used to determine what amount may be collected for partial loss: 
CO-INSURANCE- CONTINUED

           Amount of Insurance Carried x Loss = Payment 

            Amount of Insurance that 

              Should be Carried 

Example A 

Mr. Right has an 80% co-insurance clause and the following situation: 

          $100,000 building value 

          $ 80,000 insurance carried 

          $ 10,000 building loss 

By applying the equation for determining payment for partial loss, the following amount may be collected: 

          $80,000 x $10,000 = $10,000 

          -------

          $80,000 

Mr. Right recovers the full amount of his loss because he carried the coverage specified in his co-insurance clause. 

Example B 

Mr. Wrong has an 80% co-insurance clause and the following situation: 

         $100,000 building value 

         $ 70,000 insurance carried 

         $ 10,000 building loss 

By applying the equation for determining payment for partial loss, the following amount may be collected: 

         $70,000 x $10,000 = $8,750 

         -------

         $80,000 

Mr. Wrong's loss of $10,000 is greater than the company's limit of liability under his co-insurance clause. Therefore, Mr. Wrong becomes a self-insuror for the balance of the loss-- $1,250. 

If the building had been insured for atleast $120,000, the insurer would have reimbursed you for the full amount of the loss. Coinsurance can be tricky and cost you a ton of money if you under insure your property.

We recommend you take the time to review your policy coverages as your policy with your agent or broker. It's also important to shop your insurance premium and coverages to see if you have the best available... 

 REPLACEMENT COST COVERAGE

This form of insurance provides coverage on the basis of full replacement cost without deduction for depreciation on any loss sustained, subject to the terms of the co-insurance clause. This coverage applies to both building and contents items as specified on the face of the policy. 

No deduction is taken for depreciation in arriving at the proper amount of insurance needed to comply with the co-insurance clause. 

BASIC FORM COVERS 11 PERILS    

     1.  FIRE                             

     2.  LIGHTNING              

     3.  EXPLOSION              

     4.  WINDSTROM OR HAIL      

     5.  SMOKE                  






     6.  AIRCRAFT OR VEHICLES   




     7.  RIOT OR CIVIL COMMOTION

     8.  VANDALISM

     9.  SPRINKLER LEAKAGE

     10. SINKHOLE COLLAPSE

     11. VOLCANIC ACTION

 EXCLUSIONS:

BUILDING ORDINANCE  
EARTH MOVEMENT-EARTHQUAKE
  

WATER: FLOOD, MUDSLIDE
POWER FAILURE

WAR AND MILITARY ACTION
GOVERNMENTAL ACTION

WATER: FLOOD, MUDSLIDE 
NUCLEAR HAZARD

SEWER OR DRAIN BACKUP
TERRORISM

BROAD FORM GIVE YOU FOUR (4) ADDITIONAL COVERAGES.

ADDITIONAL PERILS

BREAKAGE OF GLASS

FALLING OBJECTS

WEIGHT OF SNOW, ICE, SLEET

WATER DAMAGE.

COLLAPSE

SPECIAL FORM

This coverage was formerly called “All-Risk”  However, today  this coverage is referred to as Special Form. 

Special Form provides coverage for all perils except those that are specifically excluded.
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PREM

PREM

VALUE

BUILDING VALUE IN MILLIONS

PREMIUM

JM-0FFICE, Sprinklered vs. Non-Sprinklered



Sheet1

		JM-OFFICE

		PREM		4,157		7,730		11,540		15,350		19,159		37,287		NON-SPRINKLERED

		PREM		2,814		5,151		7,319		9,606		11,980		23,849		SPRINKLERED

		VALUE		1.00		2		3		4		5		10		VALUE IN MILLIONS





Sheet2

		





Sheet3

		






_1141633553.xls
Chart1

		8851		5739		1

		17591		10591		2

		26013		16395		3

		34255		21824		4

		42755		26923		5

		85401		53082		10



PREM

PREM

VALUE

BUILDING VALUES IN MILLIONS

PREMIUM

FRAME SHOPPING CTR., Sprinklered vs. Non-Sprinklered



Sheet1

		SHOPPING CENTER				FRAME STUCCO

		PREM		8,851		17,591		26,013		34,255		42,755		85,401		NON-SPRINKLERED

		PREM		5,739		10,591		16,395		21,824		26,923		53,082		SPRINKLERED

		VALUE		1.00		2		3		4		5		10		VALUE IN MILLIONS
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PREM

PREM

VALUE

BUILDING VALUE IN MILLIONS

PREMIUM

JM-SHOPPING CTR., Sprinklered vs. Non-Sprinklered
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		SHOPPING CENTER				JOISTED MASONRY - HCB

		PREM		7,979		15,848		23,716		31,204		38,502		76,896		NON-SPRINKLERED

		PREM		5,189		9,905		14,802		19,699		24,596		47,898		SPRINKLERED

		VALUE		1.00		2		3		4		5		10		VALUE IN MILLIONS
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PREM

PREM

VALUE

BUILDING VALUE IN MILLIONS

PREMIUM

FRAME OFFICE, Sprinklered vs. Non-Sprinklered
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		PREM		4,597		8,560		12,785		17,010		21,234		41,337

		PREM		3,173		5,660		8,089		10,712		13,336		26,131

		VALUE		1.00		2		3		4		5		10
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