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Agents Group Warns of Impending Availability Crisis
HOMEOWNER’S INSURANCE

world over, in California there is a perfect 
storm of issues that are adding to the 
wildfire problem. 

In its position paper, IIABCal cited these 
concerning issues: 

• Wildfires and population growth 
– Forty-five of California’s 58 counties 
have seen their populations expand since 
2012. Given the already heightened con-
struction demand from the wildfire losses 
in 2018 and the hot housing market, the 
continued demand for construction labor 
and materials following the most recent 
Carr wildfire in northern California is likely 
to increase the cost of rebuilding. 

That in turn means that insurers have 
to pay more to rebuild or repair homes 
after damage claims. As a result, it could 
lead to higher insured losses. Ultimately, 
2018 may produce greater losses for in-
surers compared with 2017. 

A S CALIFORNIA wildfires grow worse 
and more costly, and as the state’s 
population grows, homeowner’s 

insurance may be more difficult and more 
expensive to come by in future years. 

The trade group Independent Insurance 
Agents and Brokers of California (IIABCal) 
recently delivered to the state Legislature 
a position paper that announced the as-
sociation’s concern for what could be an 
impending homeowner’s availability crisis. 

That’s because while claims costs are 
increasing dramatically for homeowner’s 
insurers, they have not been successful in 
getting the state insurance commissioner 
to approve the rate increase requests they 
have made.

As a result, that could lead some in-
surers to curtail coverage in the state. 

Indeed, while natural catastrophes 
are growing in intensity and number the 

• Low rainfall, high temps – 
Twelve of the last 19 years in California 
have seen below average precipitation. 

The combination of longer sustained 
higher temperatures and less frequent 
rainfall heightens the risk of fire, which 
means homes are also in peril.

• Fire losses out of control – For 
homeowner’s and farm owner’s insur-
ance companies in California, direct loss-
es incurred nearly quadrupled to $16 bil-
lion in 2017, compared with $4.2 billion 
in 2016. This was mainly due to the 2017 
fire season. The trade group said that we 
can expect more of the same in light of 
recent history.

• Skyrocketing claims costs – The 
10 largest homeowner’s insurers in Cali-
fornia posted an average direct claims and 
claims adjustment expense ratio in 2017 
that was nearly four times higher than the 
average reported in the year prior. 

See ‘Insurers’ on page 2



NEARLY 80% of Americans said that they had at least two types 
of insurance when it came to health, home and auto policies. 
But, only about 35% reported having disability insurance from 

an employer, according to a survey conducted by the Harris Poll for 
OneAmerica. 

Of the 2,100 people surveyed who did not have disability 
insurance from an employer, more than 40% said that employers 
did not offer it. About 15% said that they did not have it because 
they could not afford the cost, and they felt that other living expenses 
were higher priorities. 

Why disability insurance? 
People are quick to insure their homes, cars and health but do not 

think about the possibility of a permanent or temporary disability. More 
than 25% of Americans will experience a disability before they turn 65, 
and many of these individuals will suffer from a permanent disability. 

Government assistance for disabled individuals does not replace 
a previous salary before the disability happened. Most people have 
increasing medical costs in addition to their everyday living costs, and 
this puts a strain on themselves and their families.

The employer’s role
Employers can play their part by offering disability insurance as part 

of their overall benefits package. 
Some workers can be retrained for other positions if a partial 

disability prevents them from returning to a previous position. If workers 

know this and have income while they are recovering and getting 
therapy, they may be more likely to return to work if they are able. 

By offering voluntary disability insurance a company can show that 
it cares about the well-being of its workers, which speaks volumes to 
top talent about the company’s values.

Many don’t enroll, education needed
The survey also found that only about 20% of workers who had 

an annual household income below $50,000 were offered disability 
coverage by an employer. 

Nearly 35% of women who were between the ages of 18 and 34 
did not accept an employer’s disability coverage because they felt that 
they did not need it. But, most women did not realize that disability 
insurance could benefit them for issues during maternity leave.

When a worker is injured and sustains a temporary or 
permanent disability, the insurance kicks in after several weeks to 
provide income replacement at a rate that is more sufficient than 
government benefits. 

Sick time and paid time off do not usually suffice for an employee 
who needs a considerable amount of time off because of a disability. 

But, most employees assume that any injury will heal within the 
time allowed by their paid time off and sick time. 

Employees should check with their HR department about this 
important and affordable coverage. 

For employers considering this coverage for an enhanced benefits 
package, discuss the advantages with us. v
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Continued from page 1

Some Insurers Have Been Ordered to Reduce Their Rates

Why Disability Insurance Is Vital for Your Employees
VOLUNTARY BENEFITS

Failure to get rate hikes approved
For now, homeowner’s insurance companies have been un-

successful in getting the insurance commission to approve higher 
rates when they ask for them. That’s because California’s regu-
latory scheme bars insurers from citing higher reinsurance costs 
and modeling for climate change in support of applications for rate 
increases, according to the IIABCal paper. 

“Some companies that have filed for a rate increase have 
been ordered to reduce their rates in the face of these stag-
gering claims and increased reinsurance costs,” IIABCal wrote. 

And if insurers can’t get rate increases to cover their expect-
ed costs, some may opt to pull out of the state or curtail their 
exposure in California. v
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RISK MANAGEMENT

Why You May Need Professional Liability Coverage

M ANY COMPANIES are leaving themselves exposed in 
one crucial area as they take on high-end professional 
services work. 

As more companies’ work is intangible, many firms are missing 
a critical element of protection for their professional services. 

Professional liability insurance in the past was mainly 
purchased by architects, accountants and lawyers, but with more 
work like coding, programing and other ventures spawned by 
technology, the need for this type of protection has grown.

In fact, a recent report by Forbes Insights and The Hanover 
found that 40% of small business owners believe they face 
professional risks, yet they have not purchased professional 
liability coverage as part of their overall insurance package.  

Many more firms are in the business of consulting or providing 
hi-tech services. In addition, the rampant growth of social media 
has also fueled the need for this type of coverage. 

Professional liability insurance, also called errors and 
omissions insurance (E & O insurance), protects your business if 
you are sued for negligently performing your services, even if you 
haven’t made a mistake.

Coverage gaps
If you only have a general liability policy, it may not cover you in 

the event of a lawsuit over dispute over services you have rendered. 
Professional liability coverage can be especially important if you 

have customers who sue you for non-performance of your products 
or services, or withhold payment due to a contract dispute. 

This is especially true if you are:
• Performing consulting work, training or similar services.
• Involved in work requiring special licenses.
• Designing, recommending, installing or testing products.
• Designing software or apps to a client’s specifications.

What it covers
Negligence – Professional liability insurance can protect you 

and your business against actual or alleged errors and omissions 
that may occur while providing your professional services. 

These claims can include anything from giving incorrect advice 
or omitting a piece of information, to failing to deliver your service 
within a desired timeframe.

Legal costs – The policy covers legal costs in defending 
against a claim. Some insurers will appoint an attorney to 
represent you. vBusinesses that need coverage

• Technology and software firms
• Health, beauty and well-being services
• Therapists
• Architects and engineers
• Real estate agencies
• Consultants
• Marketing and advertising firms
• Medical professionals
• Wedding and event planners.

• A marketing consultant develops a drip e-mail campaign for a 
retailer that doesn’t generate the number of leads expected. 

• A management consultant develops an organizational strategy 
to improve communications in a company, but problems persist 
at the client and communications don’t improve. 

• A software developer fails to develop an app to the client’s 
specifications.

Legal disputes that would be covered
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Getting a Head Start on Open Enrollment
PREPARING FOR 2019

plan that go beyond permitted guidelines, the plan is no longer 
grandfathered.

If you have a grandfathered plan, talk to us to confirm whether 
it will maintain its grandfathered status for the 2019 plan year. If 
it is, you must notify your employees of the plan status. If it’s not, 
you need to confirm with us that your plan comports with the ACA 
in terms of benefits offered. 

ACA affordability standard
Under the ACA’s employer shared responsibility 

rules, applicable large employers must offer 
“affordable” plans, based on a percentage of the 
employee’s household income. For plan years that 
begin on or after Jan. 1, 2019, the affordability 
percentage is 9.86% of household income. At least 
one of your plans must meet this threshold.

Out-of-pocket maximum
The ACA’s out-of-pocket maximum 

applies to all non-grandfathered group 
health plans. The limit for 2019 plans 
is $7,900 for self-only coverage and 
$15,800 for family coverage.

Make sure your plan is in line with these figures.

Other notices
Consider also including the following notices:
• Initial COBRA notice.
• HIPAA notice. This may be included in the plan’s summary 

plan description.
• Notice of HIPAA special enrollment rights.
• HIPAA privacy notice.
• Summary plan description.
• Medicare Part D notices.

Get spouses involved
Benefits enrollment is a family affair, so getting spouses 

involved is critical. You should encourage your employees to share 
the health plan information with their spouses so they can make 
informed decisions on their health insurance together. 

Also encourage any spouses who have questions to schedule 
an appointment to get questions answered. v 

A S OPEN ENROLLMENT is right around the corner, now is the 
time to gear up to maximize employee enrollment, help them 
make the best selections for their own personal circumstances, 

and stay compliant with relevant laws and regulations. 
It’s a lot to take in as uncertainty has been a constant during the 

last many years with the onset of the Affordable Care Act, and now 
that its future is hazy at best. 

Still, since health coverage and other employee benefits are an 
important part of your compensation package – and your competitive 
edge for talent – it’s important that you get it right. 

Here are some pointers to make open enrollment fruitful for your 
staff and your organization.

Review what you did last year
Review the results of the previous year’s open 

enrollment efforts to make sure the process and 
the perks remain relevant and useful to workers. How 
effective were various approaches and communication 
channels, and did people give any feedback about the 
process itself?

Start early with notifications
You should give your employees notice at least a 

month before open enrollment to let them know it’s 
coming, as well as provide them with information 
on the various plans you are offering. Encourage 
them to read the information and come to your 

human resources point person with questions. 

Help them sort through plans  
You should be able to help them figure out which plan features 

fit their needs, and how much the plans will cost them out of their 
paycheck. Use technology to your advantage, particularly any 
registration portal that your plan provider offers. Provide a single 
landing page for all enrollment applications.

That said, you should hold meetings on the plans and also put 
notices in your employees’ paycheck envelopes. 

Plan materials  
Communicate to your staff any changes to a health plan’s 

benefits for the 2019 plan year through an updated summary plan 
description or a summary of material modifications. 

Confirm that their open enrollment materials contain certain 
required participant notices, when applicable – such as the 
summary of benefits and coverage.

Check grandfathered status
A grandfathered plan is one that was in existence when the ACA 

was enacted on March 23, 2010 and is thus exempt from some 
of the law’s requirements. If you make certain changes to your 


