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Insurers in Gulf States Feel Pinch
From Construction Equipment Thefts

The widespread rebuilding
effort along the U.S. Gulf Coast
in Louisiana, Florida, Texas, Mis-
sissippi and Alabama is feeding a vari-
ety of criminal activity, including an
already burgeoning business in con-
struction theft.

Experts fear the annual tally of
stolen construction equipment—a spi-
raling national trend that has troubled
the construction and insurance indus-
tries for years—could hit a new high
this year as more contractors move
into the Gulf region to participate in
ongoing reconstruction work.

Already, one organization that
tracks the nearly $1 billion equipment
theft industry is reporting a noticeable
increase in the amount of equipment
reported stolen in certain Gulf and
neighboring states since hurricanes
Katrina, Wilma and Rita struck the
region last year.

Construction equipment is being
stolen not only from the hurricane-
damaged areas, but from elsewhere
and being transported to those areas.
“Pieces of equipment are showing up
over there that were simply taken
from other places,” said Charles
Comiskey, chairman of the construc-
tion practice group of RiskProNet
International, a network of indepen-
dent insurance brokers in the United
States and Canada, and a senior vice
president at Brady Chapman Holland
& Associates, among the largest insur-
ance brokers in the Southwest.

The cost of insuring construc-
tion equipment has increased
because of actual loss or damage
resulting from the hurricanes, as well
as the increase in thefts, Comiskey
said. “It certainly is a trend that is
going to be reflected in rates, espe-
cially for those who have incurred
adverse loss experience,” he said.

DIGGING IN: Plumbers prepare piping
and connectors for a sewage treatment
system at a temporary housing site in
Louisiana this past fall. The cost to insure
construction equipment has been
increasing, in part because of theft.

Hot Off the Lot

In 2004, 74% of all construction-
equipment theft covered by
insurance occurred while
contractors were out on a job,
while 24% happened on the
insured’s own property.
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In its 2005 Equipment Theft
Report, the National Equipment Regis-
ter said the number of stolen pieces of
equipment has increased 22% in the
Gulf region and surrounding states
since 2004. This figure is expected to
rise, according to the organization,
which conducts its annual study to
provide equipment owners, member

insurance companies and law enforce-
ment with information to help target
theft-prevention and investigation
resources.

The National Equipment Register
said it also noticed that equipment
thefts spiked in neighboring Gulf
states immediately after a hurricane
struck, and then, as more equipment
moved into the storm-damaged areas,
thefts increased in those areas too.
More than 60% of the equipment
reported stolen in these areas were
skid steer loaders, backhoes and small
to medium-sized tractors, according to
the report.

Feeling the pinch are insurers,
which most often have to pay claims
even if the insured’s negligence facili-
tated the theft, unless there’s a require-
ment in the policy that the insureds
take some kind of precautions with
their equipment, Comiskey said.

Some of the major carriers that
sell equipment floaters include Zurich
Financial Services Group, Hartford
Financial Services Group Inc., St. Paul
Travelers Cos. and Amerisure. Most
cover a variety of exposures.

—David Dankwa
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Insured Catastrophe Losses
Reached Record $56.8B in '05

Record 2005 Cat Losses
By the Numbers

93% of 2005’s record $56.8 bil-

lion in insured catastrophe loss-
es, according to the Insurance Services
Office Inc.

Hurricanes Dennis, Katrina, Ophe-
lia, Rita and Wilma caused about $52.7
billion in insured losses, both home-
owners and business claims, I1SO said.
In all, there were 24 catastrophic
events in 2005, adding up to $56.8 bil-
lion in expected claims to be paid by
U.S. property/casualty insurers. The
loss, which includes homeowners and
business claims, is more than twice the
record $27.3 billion in catastrophe
claims incurred in 2004.

Dennis caused $1.2 billion in
insured losses during the third quarter
of 2005. Katrina, the most costly U.S.
hurricane on record, caused $38.1 bil-
lion of losses when it struck in late
August. Ophelia, another third-quarter
storm, caused $35 million, and Rita
caused about $5 billion, according to
ISO. Wilma caused $8.4 billion in the
fourth quarter.

According to ISO, policyholders in
39 states filed more than 4 million per-

Five storms accounted for nearly

$56.8 billion

Total insured catastrophe losses in 2005.

$52.7 billion

Insurance loss caused by hurricanes Dennis,
Katrina, Ophelia, Rita and Wilma during 2005.

1.1 million

The number of fourth-quarter claims in 2005,
accounting for $8.9 billion of insured loss, the
costliest fourth quarter in the past 10 years.

Source: Insurance Services Office Inc.

sonal and commercial property and
automobile claims related to catastro-
phes in 2005. More than 80% of the
claims came from five states—all of
which were battered by Katrina, Rita,
Wilma or other hurricanes:

 Louisiana with $27.2 billion in
claims, nearly as much as all 2004 cata-
strophe claims;

» Mississippi with $12.2 billion;

e Florida with $9.9 hillion;

= Texas with $2.9 billion;and

= Alabama with $1.5 billion.

—Rick Cornejo

YEARS AGO

CONCERNING AN EARLY
GAG RULE

The March 1906 issue of Best’s Review
reported concern about a bill intro-
duced in the New York legislature. The
bill required that in order to publish
statements about the financial condi-
tion of life and fire insurance compa-
nies in New York and the securities
owned by those companies, the pub-
lisher must have assets over liabilities
of at least $100,000 and must obtain a
license from the superintendent of
insurance. It provided, however, that
the provisions would not apply to rec-
ognized and established publications.
If the bill became law, “it could be used
by a zealous or unscrupulous superin-
tendent to annoy any journal or other
publication printing banking or insur-
ance statistics or advertisements,” the
magazine reported.

Post-Katrina Claims Rules Eased in Mississippi

In the wake of Hurricane Katrina
and in the midst of insurance-related
issues that have surfaced as a result,
the Mississippi Insurance Depart-
ment issued a bulletin to insurers
pushing back the deadline regarding
“notice of claim” and “proof of loss”
practices.

The new bulletin replaces one
issued on Oct. 24, 2005, by Insurance
Commissioner George Dale.

The previous bulletin created a
deadline of Jan. 31, by which policy-
holders would have to submit claims
and proof of loss information to their
insurers.

Now that the deadline has
passed, the new edict eases require-
ments for policyholders, requiring
insurance companies that haven’t
waived the filing requirement to pro-

vide insureds with a written request,
a blank proof-of-loss form and essen-
tially no deadline.

Under the rule, policyholders
who miss any insurer-man-
dated deadline for submit-
ting the form can’t be
barred from claims or
recovery, though the insur-
ance department warns
that those who submit
their claims beyond the
insurers’ deadline can
expect the process to take
longer.

According to the state agency,
requiring insurers to work with poli-
cyholders to set reasonable time
frames for submission of proof-of-loss
statements was necessary “due to the
massive devastation caused by Hurri-

~
/

George Dale

cane Katrina.”

“We are aware, as happens in
every disaster, that rumors and inac-
curate information spread like wild-
fire,” Dale said in a state-
ment. “I would urge
Mississippi policyholders
to remain calm, and if they
have questions regarding
an insurance company or
a rumor they have heard,
to contact our offices
before becoming unduly
alarmed”

According to Dale’s
office, the National Flood Insurance
Program has waived its proof-of-loss
requirement except in the case of a
dispute over payment or an
adjuster’s settlement offer.

—Eleanor Barrett
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By the Numbers

A.M. Best Special Report:
Life/Health Rating Upgrades Rating Changes, Life/Annuity
Outpace Downgrades And Health Rating Units—

In 2005, the life/health insurance 2004 and 2005
industry enjoyed another strong
year of operating earnings, which Total Upgrades
along with benign credit markets led
to historically high capital levels for
the industry.

With continued improvement in
balance sheet strength for the
industry, A.M. Best’s rating outlook
for the industry was stable, and a
larger share of companies now
enjoy “Secure” ratings, according to
a recently published special report.

In total for the life/health industry
for 2005, rating actions were
positive, with 31 upgrades and 25
downgrades.

Total Downgrades
Life/Annuity Upgrades

Health Upgrades

Life/Annuity
Downgrades

Health Downgrades

Number of Rating Changes
Note: Multicompany groups are treated as one unit.

Reasons for Health Rating Actions—2005

Upgrades Downgrades

Stronger

; - Weak capitalization
business profile

Increased parent

consideration Poor performance
Improved
earnings .
Poor earnings
Improved

Parent/affiliate

Change in h
company issues

ownership

0 2 4 6 8

Note: Multicompany aroups are treated as one unit.

Reasons for Life/Annuity Rating Actions—2005

Upgrades Downgrades
~ Weak
Increased parent 5 capitalization
consideration Parent/affiliate
company issues
Poor
Improved 8 earnings
capitalization Loss of
core status
Investment
Change in . exposure

ownership Change in

business profile
0123 456 78

0123 4586 78

Note: Multicompany groups are treated as one unit.
Source: A.M. Best Special Report

@ Meetings

March 4-7

National Association of
Insurance Commissioners:
Annual Spring National
Meeting, Walt Disney World
Dolphin, Orlando, Fla.
Phone: (816) 783-8100

Web site: www.naic.org

March 6-9

America’s Health Insurance
Plans: National Policy Forum,
Ritz-Carlton Washington,
Washington, D.C.

Phone: (202) 778-3200

Web site: www.ahip.org

March 8-10

Captive Insurance
Companies Association:
34th Annual International
Conference, Hyatt Grand
Cypress Resort, Orlando, Fla.
Phone: (952) 928-4655

Web site: www.cicaworld.com

March 12-14

National Association of
Mutual Insurance
Companies: CEO Roundta-
bles, Sheraton Wild Horse
Pass Resort & Spa,
Chandler, Ariz.

Phone: (202) 628-1558
Web site: www.namic.org

March 19-22

Insurance Services Office:
Insurance Fraud Management
Conference, Caribe Royale
Orlando, Orlando, Fla.

Phone: (800) 888-4476

Web site: www.iso.com

April 3-5

LIMRA International: 2006
Life Insurance Conference,
Hilton in the Disney World
Resort, Orlando, Fla.
Phone: (800) 285-7792
Web site: www.limra.com
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Best’s Insurance Stock Indices

(Dec. 31,2004 = 1,000.00)

Month/

Best’s Closing Month %

Four Weeks Ended February 9, 2006 — ercont hanges Ton 5 Performers Ticker  Index Pricg Change

Index Month/ Yearto  Year/ 1. Ind.ependence Holding Co [HC L 22.71 10.24

2. Gainsco Inc GAN pC 9.03 10.12

Close Month Date Year 3 EMC Insurance Group Inc EMCI PC 22.33 9.68

Best’s Insurance Composite Index 1,141.26 -3.08 -1.50 10.80 4. KMG America Corp KMA H 9.70 9.60

Multi-Line Index (M) 104457 -467  -2.06 -306 5 Aetnalnc AET H 99.27 8.53
Property/Casualty Index (PC) 104746 -404  -217 2.82 Bottom 5 Performers

Life/Health & HMO Index 131255 -1.22 -0.48 29.27 1. Vesta Insurance Group Inc VIA PC 0,66 23

Life Incex (L) 125390 021 ol 2ash 2. Tower Group Inc TWGP PC 18.86 -12.81

ficanive o ndex(H) 137588 -244 308 3361 3 Endurance Specialty HoldingsLtd ~ ENH  PC 3130  -1168

Brokers & Agents Index (B&A) 105395 -548  -358 804 4 partnerRe Ltd PRE PC 6020  -11.21

NYSE Composite Index 7,980.17 -0.35 292  10.67 5 Health NetInc HNT H 4667  -11.21

Indices by Segment (See bestreview.com for methodology and further details identifying the companies included in each index.)

Source: A.M. Best Co. Business Analysis and Ratings Research

Composite Multi-Line Property/Casualty Life/Health

1,180 1,100 1,095 1,330

1,172 1,085 1,085 1,322

1,164 1,070 1,075 1,314

1,156 1,055 1,065 1,306

1,148 1,040 1,055 1,298
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Life Index Health & HMO Brokers & Agents NYSE Composite

1,255 1,415 1,120 8,050

1,248 1,402 1,100 8,035

1,241 1,389 1,080 8,020

1,234 1,376 1,060 8,005

1,227 1,363 1,040 7,990

1220 12 19 26 2 9 1,350 12 19 26 2 9 1,020 12 19 26 2 9 7975 12 19 26 2 9
Jan Feb Jan Feb Jan Feb Jan Feb

Best’'s Review
Top Broker List

Best’s Review’s premiere rank-
ing of the top insurance brokers will
publish in the July issue.Along with
the ranking by volume of business
generated, each listing will feature
key financial data including broker-
age revenues and total revenues,
plus top lines of business, significant
developments in recent years and
priorities for 2006. Brokers can sub-
mit information for the listing online
at www.bestreview.com.

Levee District May Need to Self-Insure

The entity in charge of the
now infamous levee and floodwall
system in New Orleans that failed
when Hurricane Katrina struck is
considering self-insuring its liabili-
ty risks.

The Board of Commissioners of
the Orleans Levee District met Feb.
9 to consider also whether to go
bare— as a neighboring levee dis-
trict was forced to do recently—or
renew liability coverage that
expired Feb. 7 at a rate seven to
eight times higher than before, Safe-
ty Risk Director Carol Kiefer said.

In the past five months, more
than 30 insurers have declined the
district’s requests for coverage, and
St. Paul Travelers Cos., which since
2000 had been providing general
and excess general liability insur-
ance coverage, as well as police
professional liability, notified the
district in August of its intention to
retire the account effective Feb. 7.

St. Paul confirmed it had
offered to renew at a significant in-
crease in premium and deductible
obligation.

—David Dankwa
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