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Property damage caused by the 2003 Northeast Blackout 
will not put it among the top 10 disasters and probably not 
even the top 20 in terms of insured property losses, according 
to Insurance Services Office, an advisory company based in 
Jersey City, N.J.

Here are the top 10 catastrophic events for insured 
property losses, according to Insurance Services Office. The 
company defines a catastrophe as a single incident or series 
of related incidents -- man-made or natural -- that cause 
insured property losses totaling at least $25 million and 
affect a significant number of policyholders and insurers. The 
following numbers have been adjusted for inflation to 2002 
dollars: 

1.  Terrorist attack (New York, Virginia, Pennsylvania), 
September 2001 -- $20.7 billion 

2.  Hurricane Andrew, August 1992 -- $19.9 billion 
3.  Northridge, Calif., earthquake, January 1994 -- $15.2 

billion 
4.  Hurricane Hugo, September 1989 -- $6.1 billion 
5.  Hurricane Georges, September 1998 -- $3.3 billion 
6.  Midwest and South, tornadoes, May 2003 -- $3.1 billion 
7.  (Tie) Tropical Storm Allison, July 2001 -- $2.5 billion; 
8. Hurricane Opal, October 1995 -- $2.5 billion 

9.  (Tie) Midwest and South, tornadoes, April 2001 -- $2.2 
billion; 

10. Northeast winter storm, March 1993 -- $2.2 billion

A Look at the Top 10 U.S. Disasters With 
Most Property Damage
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Watch out.  Mold is lurking in your homes, in offices, in 
plants and factories.  Increasingly, it can be found in courtrooms 
too, as a wave of litigation spreads like wildfire across the 
country.  

Mold comes in many forms, some harmless to humans and 
others harmful, though to what degree remains, in some cases, a 
source of controversy.  To many, it would seem as though mold 
was an invention of the 21st century.   Rather, it is the contagion 
of mold-related property and casualty claims and lawsuits that 
has spread across the US much more rapidly than the mold itself, 
making for a costly epidemic for the insurance industry and for 
you.  For the uninitiated, hereʼs a mold primer...

Mold requires three basic conditions to thrive - 1. Warmth 
(typically above 70 degrees fahrenheit), 2. A host environment 
(vinyl covered wallpaper, for example), and 3. moisture.   
As might be expected, mold litigation similarly thrives in 
environments where higher temperatures are prevalent.  Texas 
has produced the largest single verdict to date 

($32 million reduced to $4 million on appeal), and more 
lawsuits than any other state.  Predictably, states like Florida, 
California, Hawaii and Louisiana are not far behind.   However, 
warm climates are not the only culprits and even cold weather 
states are not immune to outbreaks.  Roy Harris, in a recent 
article in CFO magazine cites so-called “tight buildings,” in 
vogue since the energy crisis of the 1970ʼs as a source of the 
problem because their restricted air flow, while preventing mold 
intrusion from the outside, also prevents moisture release.

The spread of toxic mold litigation, and the observations of 
insurance industry pundits hailing mold as “the next asbestos” 
have inspired insurers to try to get a handle on the toxic mold 
issue.  Unfortunately, for clients seeking coverage for mold-
related claims right now, the news is not that good.  Insurers 
have filed exclusions for many homeowners  ̓and commercial 

policies to eliminate or drastically reduce the amount of coverage 
available for the exposure.  On the more promising side, insurers 
are slowly coming to grips with the coverage and if history 
is any indication, once there is a belief that the exposures can 
be adequately quantified, assessed and contained, coverage 
should broaden and prices will rise or sink to appropriate levels.  
Naturally, the situation will vary from state to state and the 
coverage line, but if you are looking for coverage for mold right 
now, be prepared for expensive, but limited coverage.  

What may delay the industry from fully assessing the 
exposure is the lack of cohesive data around mold as a source of 
claims activity.  Mold cuts across so many different insurance 
product lines, from workers compensation to professional 
liability, and insurer data doesnʼt track the cause of claims across 
all these product lines.  The result is a bit of a black hole for 
underwriters and actuaries.  

While claims against homeowners  ̓policies and commercial 
packages have been at the forefront, the issue affects realtors, 
property inspectors, appraisers, product manufacturers, architects 
and engineers, contractors, landlords, and a myriad of other types 
of businesses drawn in to the flood of litigation by plaintiffs.  

It may take years to track the claims data in a meaningful 
fashion, and by then, the next “flavor of the month” in litigation 
may hit, and toxic mold fears may gradually or abruptly fade 
away.   In the mean time, risk management is the key, particularly 
in environments where mold flourishes.  Whether you are a 
homeowner, business owner, or both, it makes sense to monitor 
HVAC systems, including home air conditioning units, for 
sources of moisture, invest in a dehumidifier if conditions 
warrant it, and take care to investigate and remediate any water 
damage quickly and thoroughly.  If it means ripping up carpets 
or replacing old, rusty pipes - do it.   It will be well worth the 
investment.   And last but not least, check with your agent to see 
what insurance options there are for your home and business.    

Toxic Mold - A Puzzling Problem For The 
Insurance Industry
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In an effort to help you better manage your insurance 
schedules, we will now be providing auto, equipment 
and property schedules six months into your policy term.  
Please contact us with any changes.



“Information contained in this newsletter about product offerings, services, or benefits is illustrative and general in description, and is not intended to be relied on as 
complete information. While every attempt is made to ensure the accuracy of the information provided, we do not warranty the accuracy of the information. Therefore, 
information should be relied upon only when coordinated with professional tax and legal advice.”

It seems as though virtually anything created can be 
patented, copyrighted, trademarked or otherwise protected.  
Oddly enough, even with patent protection there is danger. 
It is easy to believe that if you hold a patent, copyright or 
trademark you cannot possibly infringe on someone elseʼs 
intellectual property - but thatʼs not true.   George Harrison 
certainly had a copyright on his song “My Sweet Lord” but 
that didnʼt prevent highly publicized and successful litigation 
against him due to its similarity to the old Shirelleʼs hit “Heʼs 
So Fine” in the 1970ʼs.   

With an average cost of $1.2 million to litigate, patent 
infringement trials weigh in as one of the most expensive 
types of litigation in the US today.  What was once the 
realm of the individual like Ben Franklin or Thomas Edison, 
or the very nearly individual (think Wright Brothers), has 
now become big business.  IBM, which annually tops the 
list of companies applying for and receiving patents, has 
received over 22,000 patents from 1993 to 2002, with 
patents accounting for about $10 billion in royalties during 
that ten year period according to the companyʼs website.  
Complicating matters is the relatively recent innovation in 
its own right of the “Business Method Patent.”   Examples of 
these controversial patents are Amazonʼs Internet shopping 
cart, or the “reverse auction” process that Priceline created 
and patented.  

Contrary to popular belief, however, intellectual property 
is not the patent or copyright that one applies for, but rather 
the idea behind it.  The registration process, be it copyright, 
patent, or other method, is merely a form of evidence or 
proof of the origin of the idea, and its timeline.   The piece 
of paper that one might receive acknowledging a copyright 
is merely a statement that the Office of Copyrights has not 
received anything else prior to the submission of the material 
that resembles it enough to call into question the authenticity 
of the work.   Conceivably, one may apply for and receive a 
copyright or patent for a piece of work and yet be sued.  But 
whereʼs the coverage you say?  Good question.  The answer is 
- it depends.

Take the Recording Industry Association of Americaʼs 
litigation against numerous individuals in the summer of 
2003.   Would your homeowners  ̓policy apply if you were 
sued for negligent supervision of your teenager leading to 
the illegal uploading of music to the Internet?  The answer is 
probably “no” because there is no bodily injury or property 
damage (theft of intellectual property is unlikely to be 
perceived as a form of property damage), and the policy is 

not designed to respond to pure financial loss claims.   So in a 
personal sense, you are probably out of luck.

For businesses the news is not as grim.  In a business 
scenario, the CGL has often been called upon for coverage in 
patent, copyright and trademark infringement cases.   If there 
is coverage to be found, it is the Advertising Injury portion of 
the policy but the catch is that the offense must then occur in 
the course of advertising oneʼs product, and not, for example, 
in the delivery of the product.  So although a computer-
consulting firm may infringe on another firmʼs copyright or 
patent (source code is patentable), it is probably not covered 
under the CGL because the offense did not occur while 
advertising the firmʼs services.  

The good news is that there are an increasing number of 
products that are available for intellectual property coverage 
in the course of business operations.   Patent Infringement 
Liability Insurance is available from a select few niche 
insurance markets, though premiums are usually high, and 
coinsurance and retentions can be steep too.  Professional 
Liability for technology consultants and other companies with 
an intellectual property exposure can often be endorsed to 
cover copyright or trademark infringement, though usually not 
patents.  Advertising agencies or media businesses may find 
intellectual property coverage available for their operations 
as well.  If you are concerned about your intellectual property 
exposure, you need to talk to your agent to see what coverages 
are available.  Another good idea would be to speak to a 
lawyer who is well-versed in intellectual property law to learn 
what steps you should be taking to protect your intellectual 
property and minimize the risk of infringement.

Intellectual Property Liability Is Everywhere... 
But Where Is The Coverage?



Non-owned auto coverage and hired auto coverage both 
provide for you and your business in the event an employee 
is involved in an accident while working on your clock. But 
the similarities stop here. These different policies offer very 
different types of coverage, and it is important to understand 
each to ensure you find the policy that is right for you.

On one hand, non-owned auto coverage protects your 
company in the event your company is sued as a result of 
an auto accident that you or one of your employees has 
in a personal vehicle while on company business.  On the 
other hand, hired auto coverage provides your business with 
liability insurance for vehicles that you rent on a short-term 
basis for business purposes. 

These coverage options should be considered if your 
company rents cars or vans for business purposes (including 
travel to conferences and visits to clients) or if employees use 
their personal vehicles to run company errands or visit clients.

Hired auto liability will pay for damages to a third 
party if you or one of your employees causes an accident 
or an injury to someone while driving a rented vehicle for 
business purposes. For instance, if you rent a vehicle to drive 
employees to a conference or to visit a client and cause an 
accident during the trip, the person you hit will undoubtedly 
look to your company to pay for damages. Your company 
will have no insurance for the rented vehicle without this 
coverage.

The same applies if you have an employee run an errand 
or visit a client in his or her personal car. If the employee 
causes an accident, the injured party will look to your 
company to pay damages since the employee was using the 
car on company business.

Both of these coverages are usually added on to a general 
liability policy. When there are no vehicles titled in the 

Liability Insurance: 
Hired and Non-Owned 
Auto Policies Provide 
Necessary Coverage

company name, this additional coverage will serve to meet the 
contract requirement for commercial auto coverage in most 
states.

Hired auto coverage replaces or augments the liability 
coverage offered by auto rental agencies. However, the 
vehicle must be rented in the companyʼs name.  This does not 
replace the coverage that applies to physical damage caused to 
the vehicle rented by your company.

Non-owned auto coverage protects your company in the 
event it is sued as a result of an employee accident, but it 
will not protect you or your employee personally.  Only your 
personal auto insurance policy can do that.


