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This Just In
A major reinsurer blames 

climate change for prompting 
more extreme weather and 
making 2008 the third most 
expensive year on record for 
damage from natural catastro-
phes. An annual study by Mu-
nich Re reported overall prop-
erty losses during 2008 totaled 
$200 billion, compared to $82 
billion in 2007. Insured loss-
es rose to $45 billion, about 
50 percent higher than in the 
previous year. In terms of in-
sured losses, Hurricane Ike was 
the most expensive individual 
event in 2008, costing $15 bil-
lion.

Torsten Jeworrek, mem-
ber of Munich Re’s board of 
management, said “Climate 
change…is very probably con-
tributing to increasingly fre-
quent weather extremes and 
ensuing natural catastrophes. 
These, in turn, generate great-
er and greater losses because 
the concentration of values in 
exposed areas, like regions on 
the coast, is also increasing fur-
ther throughout the world.” 

“When temperatures in-
crease, there is more evapora-
tion and the atmosphere has a 
greater capacity to absorb wa-
ter vapor, with the result that 
its energy content is higher,” 
explained Prof. Peter Höppe, 
head of Munich Re’s Geo Risks 
Research. 

How to Make Your Claim 
Settlement Fair and Fast
You buy insurance to protect your business in time of loss. 
Following proper procedures when filing a claim will help 
ensure you get a fair and speedy settlement.

1.	 Inform your broker. 
It might be the first time you 
have had to claim against one 
of your policies. But your broker 
has been in the situation many 
times before. He or she knows 
the ropes and the people to con-
tact, and can let you know what 
to expect as the claims process 
unfolds. 

2.	 If the loss results 
from criminal activity or oth-
er circumstances that could be 
of interest to the authorities, you 
should contact the police and, if 
necessary, file a police report.

3.	 Document your loss. 
Whether the loss involves prop-
erty damage or a business in-
come loss, you should gather 

as much evidence as possible to 
back up your claim. If you have 
a detailed business inventory, 
mark down all the items that 
have been affected by the loss. 
Photographs, videos, affidavits 
and invoices can all corroborate 
your claim. Make a note of ex-
actly when the damage occurred 
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Property

Insuring Property in Your 
Care, Custody or Control

Covering rental equipment
If a piece of equipment that you rent is 

damaged, who is responsible? Your firm or 
the rental company?  If you have done things 
right, the correct answer is “neither”—in-
stead, the insurer covering the rental contract 
will have that responsibility. 

Rental companies demand proof of insur-
ance before releasing equipment. Industry ex-
perts say the best way to deal with this de-
mand is with specialized insurance products 
designed to cover the rental market.

Coverage will include both property insur-
ance that protects the equipment from dam-

age and liability insurance that protects the 
renter from legal claims based on the use of 
the equipment. It also streamlines the process 
of providing the certificate of property insur-
ance that rental companies demand.

Specialized rental insurance often costs 
less than similar coverage offered under your 
business owners policy or other standard 
commercial property policies. Renting al-
lows companies to get the exact machine they 
need when they need it, rather than spending 
much more to buy a device they might rarely 
use. In the same way, rental property insur-
ance gives you what you need, when you need 

The rental business is growing at a long-term rate of 24 
percent in the U.S., as more companies find tax and other 
financial advantages of renting equipment rather than buy-
ing. You may also have other equipment or property owned 
by others in your care, custody or control. Lacking the prop-
er insurance coverage for any property in your care, cus-
tody or control could cost you thousands if a loss occurred.

it—you can match the term of your coverage 
exactly to the term of the rental, rather than 
your property policy term, allowing you to 
save money. Rental property coverage is also 
purpose-built to cover the liability exposures 
associated with operating rented equipment. 
Typically it also offers lower or zero deduct-
ibles. 

Covering property in your care, 
custody or control

Businesses that take control of other peo-
ple’s property, such as during repairs, servicing 
or transport, will need bailee coverage. This 
inland marine insurance covers the bailee for 
its liability for customers’ property in the bai-
lee’s care, custody or control. Most property 
policies specifically exclude coverage for this 
type of liability, except for policies issued ex-
pressly to cover a bailee’s liability.

Although bailee coverage was originally 
used to cover the bailee’s liability exposure, it 
is often expanded to provide  no-fault cover-
age to protect the customer’s property against 
any damage, whether or not there is negli-
gence and subsequent liability. You can also 
obtain coverage as part of a comprehensive 
policy that includes “property of others” cov-
erage. In all cases, your coverage should have 
high enough limits to cover the total value of 
other people’s property that may be in your 
control at any one time. 

Many types of bailee coverage are tailored 
to meet the specialized needs of a particular 
type of business, including jewelers block pol-
icies, furriers block policies, and the like. We 
can help you evaluate your coverage needs and 
find a solution to insuring property in your 
care, custody or control.  
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Liability

D&O—continued on Page 4

Will the Financial Crisis 
Affect Your D&O Rates?
In a recent report, insurance rating organization A.M. Best 
stated that the credit crisis, combined with the weakened 
global economy and widespread declines in the stock mar-
ket, would likely spark a steep rise in the frequency and 
severity of claims under directors and officers (D&O) liabil-
ity policies. Although firms in the financial services industry 
can expect to pay more for their D&O coverage, so far the 
news is pretty good for those in other industries.

First, the bad news…
The financial crisis has already triggered a 

jump in securities class-action lawsuits. Stan-
ford Law School’s Securities Class Action 
Clearinghouse counted 220 of these suits in 
2008, up from 173 in 2007 and 115 in 2006. 
The last time filings were this numerous was 
in 2002, during the depths of the dot-com 
bust and accounting scandals involving En-
ron and WorldCom.

Insurers are only starting to understand 

the depth of the losses they might face. A re-
port from Advisen, an information provider 
to the insurance industry, predicted aggregate 
D&O liability and E&O (errors and omis-
sions liability) losses arising from the credit 
crisis of $9.6 billion. But that could be on the 
low side. The Advisen report came out prior to 
the discovery of Bernie Madoff’s $50 billion 
Ponzi scheme, for example.

Insurers are taking cover by toughening 
D&O policy terms and increasing prices for fi-
nancial services businesses, reversing the “soft 

market” that prevailed from 2004 to 2007, 
says industry consultant Andrew Barile. 

“If you are a financial institution, you are 
going to pay a lot more money,” he says. 

Stiffer policy terms will create added dif-
ficulty for insureds, with insurers pressing for 
exclusions for subprime lending and other le-
gal problems they know are in the pipeline. 
Insurers are also inserting “prior acts” exclu-
sions into their policies to limit their liability 
for claims not yet made. They are also more 
inclined to share coverage among two or more 
insurers to avoid overly large exposure to a 
single risk, making the job of finding cover-
age even more complex, particularly for large 
organizations in the financial industry. 

Now the good news…
In its Fourth Quarter Benchmark Survey 

of commercial insurance premiums, RIMS 
(the Risk and Insurance Management Soci-
ety) reported that D&O rates overall fell an 
average of 1.2 percent in the fourth quarter 
of 2008, down from 2.1 percent in the third 
quarter. However, when financial institutions 
were separated out, the survey revealed two 
trends: premiums for D&O policies outside 
the financial services sector dropped an aver-
age of 4.5 percent, while increasing for finan-
cial institutions. 

Still, insurance buyers shouldn’t expect 
the “soft market” in D&O to continue. “…
we may not see continued price reductions for 
long,” says Daniel H. Kugler, ARM, CEBS, 
CPCU, AIC, ACI, member of RIMS board 
of directors and assistant treasurer, risk man-
agement at Snap-on, Inc. “The most recent 
data show that the soft market isn’t over yet, 
but it may be losing steam.”

“Overcapacity has driven a long soft mar-
ket and the events of this past quarter may 
portend a market shift for commercial insur-
ance,” says Dave Bradford, executive vice pres-
ident at Advisen. “In addition to much higher 
than average catastrophe losses in 2008, in-
surance companies are facing claims from the 
subprime meltdown, global credit crisis and 
now even from the Madoff scandal. Reserves 
for these claims and material losses 
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When applying for D&O coverage, you will need to select 
between a “claims-made” or an “occurrence” policy. The terms 
refer to when a policy responds to a claim. 

A claims-made policy covers claims reported during the 
policy term that stem from incidents that occur after the poli-
cy’s retroactive date. 

When you first buy a claims-made policy, your retroactive 
date will likely be the same as the policy’s inception date. Ide-
ally, when you renew or replace that policy, the insurer will use 
the same retroactive date. This gives you continuous coverage 
back to the retroactive date of your original policy. However, 
an insurer might “advance” your retroactive date to limit its 
liability—and your coverage. If this happens, you can ask your 
underwriter to endorse your policy so it will cover “prior acts,” 
or claims from incidents that occurred before the retroactive 
date. 

Most insurers prefer claims-made policies, since they are 
not exposing themselves to lawsuits based on actions that 

occurred prior to the policy term, and offer significantly lower 
premiums on these policies. 

Occurrence policies are harder to find. They cover liability 
from incidents that occurred during coverage period, regard-
less of when claims are reported. In other words, if you had 
an occurrence policy in 1991-1992, that policy would cover you 
for a claim arising from an accident that occurred in 1991, even 
if the claim were reported during 2009. This “tail coverage” 
makes occurrence policies much more expensive than claims-
made policies. However, many companies like the security 
they offer. 

To make a claim under an old occurrence policy, you will 
need documentation of your coverage. For this reason, we 
strongly recommend keeping all insurance policies, even 
expired ones, in a safe place, and maintaining a list of policy 
information (including insurer name, address, type of policy, 
policy number and inception/expiration dates) in a separate 
location. 

Claims-made. vs. Occurrence Policies

and a list of anyone 
who had any connec-
tion with the incident.

4.	 Minimize lia-
bility. If the loss could 

involve liability to your 
firm, include details of the accident, the 
names and address of any injured persons 
and witnesses, copies of any documents con-
nected to the claim and complete an autho-
rization for the insurance company to ob-
tain records and other information.

5.	 Check your business insurance 
policy. With your broker, analyze exactly 
what the policy covers and what your de-
ductibles are. In the case of smaller claims, 
your deductible and the impact the claim 
will have on your loss history may make it 
advantageous to handle the loss internally—
in other words, your company will pay the 
loss without filing a claim.

6.	 Wait. Sometimes the best action 
is to do nothing. You can immediately re-
spond to any situation that presents an on-
going hazard or take any actions needed to 
keep the business operational.  But taking 
other non-essential actions, such as tidying 
up damage or repairing equipment, could 
make it harder for a claims adjuster to deter-
mine the exact extent of your loss. Keep any 
damaged items or parts to show the adjuster. 
Unless your loss resulted from a large-scale 
catastrophe, an adjuster should be on your 
premises within a day or two.

7.	 Protect undamaged property. 
Some policies reimburse insureds for the ini-
tial damage from a loss but place the respon-
sibility on policyholders if they fail to take 

reasonable steps to prevent further damage. 
Make sure to fix blown-out windows, re-
place damaged locks, and move any intact 
equipment away from danger.

8.	 Start estimating the cost. After 
you have an idea of the extent of the dam-
age, contact several contractors to get a vari-
ety of quotes to give to your insurer. 

9.	 If you are claiming for busi-
ness income losses, consider contacting 
a forensic accountant to document your 
claim. Keep detailed records of business ac-
tivity and the extra expenses of keeping your 
business operating in a temporary location 
during the interruption period. If you are 
forced to close down, include expenses that 
continue during the time that the business is 
closed, such as salaries and wages, advertis-
ing and the cost of utilities.

10. Remain in close consultation with 
your broker. Ask for specific timelines on re-
solving your claim. If the insurer falls behind 
in settling your claim, your broker might be 
able to intervene on your behalf. If your in-
surer comes up with a settlement you con-
sider inadequate, you might want to consid-
er hiring an independent adjuster. 

in investment income 
have led to negative 
earnings and new capi-
tal is scarce,” continues 
Bradford. “We expect 

the next few quarters of 
data from the RIMS Benchmark Survey™ to 
show the end of the soft market.”

For companies seeking to obtain or re-
new their D&O coverage, consultant An-
drew Barile also expects higher prices. “The 
industry is trying to raise prices all around 
because they want the premiums from the 
good risks to help cover their losses,” says 
Barile. He recommends consulting with 
your broker and asking him or her to get 
more competitive bids. This is especially im-
portant for companies with clean claims re-
cords and without obvious ties to the finan-
cial crises. Companies with good historical 
loss data and strict corporate governance 
controls should make their applications ac-
curately reflect this.  

For more information on D&O cover-
age, please contact us.


