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What You Need to Know
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Principal, Risk Advisor, Cavignac & Associates

As we all know, it is not a matter of if, but when, a
significant earthquake will hit the state of California.
There are 16,000 known earthquake faults in the
state. As of today, there is no state or federal law
that requires property owners to carry earthquake
coverage. The California Earthquake Authority esti-
mates that only one in 10 commercial buildings are

insured for earthquakes in California.

Flooding is the number one natural disaster in the
United States. Floods occur in all areas of the coun-
try and according to FEMA, 30% of all flood claims

occur outside of known flood zones.

So, what is the correct way to cover these risks?

DIC Coverage?

Many companies looking to add earthquake and
flood coverage are sometimes surprised to find
coverage written on a policy called “Differences in
Conditions” (DIC). The Differences in Conditions, or
DIC, policy is one which is traditionally used to fill in
gaps and expand coverage for standard insurance
policies. Though the primary purpose is to cover
earthquake and flood, these policies can be struc-
tured to cover additional exposures that are excluded

under the traditional property policy (ex: mudflows
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& landslides). DIC coverage is typically written on

a “non-admitted basis”. What this means is that the
insurance companies do not have to file their rates for
approval with the state Department of Insurance. The
carriers file this way for greater flexibility in setting their
rates and coverage terms. There are NO standard DIC
coverage forms, so it is imperative that the forms are
reviewed carefully for any potential coverage discrep-

ancies or limitations.

Example of How Earth Movement is Excluded in a
Property Policy

b. Earth Movement (1) Earthquake, including any
earth sinking, rising or shifting related to such
event; (2) Landslide, including any earth sinking,
rising or shifting related to such event; (3) Mine
subsidence, meaning subsidence of a man-made
mine, whether or not mining activity has ceased;

How a flood is defined per the NFIP (National Flood
Insurance Program) policy form:
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A general and temporary condition of partial or
complete inundation of two or more acres of nor-
mally dry land area or of two or more properties (at
least one of which is your property) from:

Overflow of inland or tidal waters

b. Unusual and rapid accumulation or runoff of
surface waters from any source

c. Mudflow - Mudfiow is defined as a river of liq-
uid and flowing mud on the surfaces of normal-
ly dry land areas such as when earth is carried
by a current of water. Landslide, slope failures,
or saturated soil moving down a slope are not

mudflows.

In this definition, the event that causes the most prob-
lems is (b) Unusual and rapid accumulation or runoff

of surface waters from any source. This type of an
event can happen anywhere and at any time. California
has become increasing more susceptible to multi day
atmospheric river rain events Moreover, every year
there are strong thunderstorms that trigger heavy runoff
that might not always go where it is supposed to. All it
takes is for an inch of surface runoff to cause significant
damage and cleanup to a property. This is usually the

moment that a policy holder finds out they were not car-

rying the right coverage.

How does the market underwrite or evaluate these

risks?

Modeling

As part of the underwriting process, carriers will use
modeling software to decide how much coverage they
can offer as well as the pricing and deductible struc-

ture.

The carrier will collect data such as:

» Building’s construction materials

+ Age of the building

« Type of parking

*  Number of stories

» Square footage

* Seismic building retrofitting

* Flood zone mapping

To complete the modeling process, the software will
compare the building data to building codes, soil
analysis, and seismic activity to come up with cover-

age terms.

So How Does an Earthquake
Deductible Work?

Earthquake deductibles feature much higher deduct-
ibles because they are targeted towards catastrophic
events and not smaller, more frequent losses. These
deductibles are typically very hard for policy holders
to understand as they work differently than any other
policy. In seismic areas, insurance companies use

a percentage deductible on a “per unit” basis. This
is different than the traditional fixed dollar amount

deductibles.

The phrase “per unit” means a percentage is ap-
plied to each separate line of coverage (a deductible
for building, one for contents, etc.) as opposed to a
straight percentage on the entire building or a fixed

dollar amount per buildings or by occurrence.

Here are examples of Percentage and Per Unit:



Let’s say we have a building valued at $1,500,000. If
a straight percentage deductible applies to the total
insured value of each building (say 10%) the deduct-
ible dollar amount will be $150,000 regardless of what

damage the building has incurred. Per building:

Building .....coocoiiiiieiees $800,000
Contents ..ooooeveeeeee $500,000
Business Income................. $200.,000
Total Insured Value........... $1,500,000

If the 10% straight percentage deductible is ap-
plied, the out-of-pocked will be $1,500,000 x 10%, or
$150,000.

If you were to apply a percentage deductible on a per
unit basis, the percentage deductible to each individu-

al item of coverage is as follows:

$800,000 Building X 10% .....cceevveveeeeieiennene. $80,000
$500,000 Contents X 10% ..coecveeeeeeeeeeeeeennn, $50,000
No loss to the Business Income ....... $0 out of pocket
The total deductible is NOW ..........cccovvvueennn... $130,000

As you can see, the per unit deductible is the most

advantages to the insured.

What is the Current Market for This
Coverage?

Currently, the DIC/catastrophe market is entering
what is known as a hard market. A hard market is
defined by dramatically increasing premiums, re-
duced carrier capacity and more restrictive terms
(higher deductibles). This all starts in the reinsurance
market (“insurance for the insurance companies”).
Rates vary based on the modeling discussed earlier
but can vary from .02 to $1,00 per $100 in insurable

value(annually).

Below are a few reasons for the market hardening:
* Hurricanes in the Atlantic and Gulf

* Flood and wind/hail losses in the Midwest

*  Wildfires in California

This market puts a lot of emphasis on loss prevention
and good underwriting data in submissions to carriers
to ensure property owners can negotiate the best terms
and conditions in this market. The team at Cavignac is
prepared to proactively help our clients mitigate their
risk and ensure the best terms and conditions in this

challenging market.®

Risk Management
Seminar Series

Sexual Harassment Prevention
Training - Carlsbad

Wednesday, March 4

7:30am Registration

8:00am - 10:00am Program

Cal-OSHA Heat lliness Prevention
for Indoor & Outdoor -
held at AGC Santa Ana

Wednesday, April 1
7:30am Registration
8:00am - 10:00am Program

To register, click on the ‘register now’ button in
the announcement email, or contact Bethany

Mongold at Mongold@cavignac.com or call 619-

234-6848.
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It’s American Heart Month: What You
Need to Know About Heart Disease

Heart disease is the leading cause of death for both
women and men in the United States, causing about
647,000 deaths annually, according to the Centers for
Disease Control and Prevention (CDC). Heart disease is
also an extremely expensive disease—costing the United
States about $207 billion annually in health care,
medications and lost productivity.

What is heart disease?

Heart disease is a term used to refer to several different
types of heart conditions. Out of all the different
conditions, coronary artery disease—caused by plague
buildup in the walls of the heart’s arteries—is the most
common.

According to the CDG,
1in & Americans die each
year from heart disease.

What are the symptoms of heart disease?

The symptoms of heart disease can vary, and some people
may not even know they have a heart condition until they
have a heart attack. Common signs and symptoms of
heart disease include shortness of breath, dizziness, chest
pain, heart palpitations, weakness and fatigue.

If you experience any of these symptoms, or if they
become more severe or frequent, contact your doctor.

Is heart disease preventable?

In many cases, heart disease can be prevented by living a
healthy lifestyle and properly managing health conditions.
American Heart Month, organized by the American Heart
Association (AHA), is designed to raise awareness about
heart disease and how people can prevent it. Here are tips
that may help prevent heart disease:

e Refrain from smoking.

e Maintain a healthy weight.

e Limit your sodium intake.

e Eata well-balanced, healthy diet.
e Exercise regularly.

e Manage your stress.

e Limit your alcohol intake.

If you are concerned about your risk of developing heart
disease or would like to find out more information about
the condition, visit the AHA’s website and contact your
primary care physician.
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A Cold Is Contagious for Longer Than You’d Think

The winter months are commonly associated with decreasing temperatures and
increasing cases of the common cold. Typically, symptoms of the common cold
come on gradually, and may start with a sore throat or irritated sinuses.

According to Healthline, when you have a cold, you’re contagious approximately
one to two days before symptoms start and can continue to be contagious for
up to seven days after you’ve become sick. Unfortunately, many people can’t
stay home for that long to fully recover. Consider the following suggestions to
help avoid becoming ill or passing on a cold:

e Wash your hands with warm water and soap often.
e Avoid touching your eyes, mouth and nose.
e Sanitize commonly touched surfaces.

e Always cough and sneeze into your elbow—not your hands—to prevent
spreading germs.
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Ergonomics Is the Way to a Pain-free Workday

The discomfort and pain from slouching at a desk all day is very common, with
many office workers suffering pain at least once a week. Avoid unnecessary
discomfort at work by focusing on your posture and making your workstation
ergonomically appropriate. When applied to your workstation, these two tips
will help promote good posture and correct ergonomics:

e Chair position—Adjust the height of your chair so that your feet rest
comfortably on the floor, with your knees about level with your hips,
making sure your seat is not pressing against the back of your knees.

e Computer monitor—Position your monitor 18 to 30 inches from your eyes.
The top of your screen should be at eye level or below so you look slightly
down at your work. If glare is a problem, turn off some or all overhead
lights and close blinds if possible.
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Ginger Quinoa
With Green Beans

Makes: 6 servings

Ingredients

1 cup quinoa

1% cups water or broth
2 cups green beans

2 % Tbsp. lemon juice

1 Tbsp. olive oil

1 Tbsp. sesame oil

2 Thsp. soy sauce

% tsp. ground ginger

Preparations

1) Toast quinoa in a dry skillet over
medium heat, stirring constantly
for about 3 minutes.

2) Put quinoa in a medium pot and
add water or broth.

3) Bringto a boil, then let simmer
until all of the water is absorbed
and quinoa is tender (10-20
minutes).

4) Set aside and leave uncovered to
cool.

5) While quinoa is cooling, microwave
the green beans until just tender.

6) Rinse in cold water to stop the
cooking process.

7) Inalarge bowl, combine the
quinoa, olive oil or cooking ail,
sesame oil, green beans, lemon
juice, soy sauce and ground ginger.
Stir well.

8) Season with salt and pepper.
9) Serve at room temperature.

Nutritional Information
(per serving)

Total calories 239
Total fat 9g
Protein 78
Carbohydrate 33g
Dietary fiber 6g
Saturated fat 1lg
Sodium 486 mg
Total sugars 2g

Source: USDA
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Cavignac & Associates is proud to support local and

non-profit civic organizations, including the Greyhound Adoption Center

Greyhound

( ’CAdcggtlon
ener
\.)) (
)
HOUNDSAVERS.ORG

We find loving homes for rescued track greyhounds and greyhound mixes.
Our program focuses on each dog’s well-being, providing quality
medical care and TLC as they transition to forever homes.

For more information, go to www.houndsavers.org



