The following information was requested by Sandra Richmond on December 13th regarding IN6-Property Insurance.

Question:
What is meant by PML for "100 year storm"...that sounds like a long storm.

Response:
PML stands for probable maximum loss. A hundred year storm means that you have one chance in 100 years that a storm will occur that would cause damage equaling the amount stated as the PML(probable maximum loss). The idea would be to insure for that worse case scenario. A stronger storm would happen once every 250 years. You could insure for the higher damage-lesser risk occurring storm, but you would pay more in premium. The task is to decide on the acceptable risk versus premium.

Question:
What about pooling with a district in Arizona?

Response:
Companies in a non risk prone area such as Arizona would probably not want to share in our risk and if we pooled with a California entity, we would now face financial loss in the event of an earthquake. Pools are just another way of risk sharing. Premium or funding enough to cover the max loss possible or promised would have to occur, just as in an insurance policy. We would have to have enough groups in the pool so that we could pay less than $9 mill (our expected insurance premium) and the pool would pay us $200 million in the event of a catastrophic loss. 

We were unsuccessful in getting the idea off the ground in the tri-county area a few years ago and that was before we ever thought all three counties could ever be hit by the same storm.

