COMMENTS REGARDING COVERAGE BY LOCAL BALLOON COMPANIES:
There are six balloon companies operating within the County.   Currently insurance coverage is provided by three different companies:


Insurance Company




No. of Local Companies Covered

Houston Casualty




Two Companies


Old Republic Insurance Co.


One Company


International Pacific Assurance Association 
Three Companies

Coverage for balloonists is a very small piece of the insurance market, with only three known U.S. companies providing coverage and one off-shore company, the International Pacific Assurance Association (IPAA).  The IPAA has been in operation for ten years and is administered by a trust company licensed in the Marshall Islands and located in St. Marteen.  While the IPAA is not rated by A. M. Best or Standard & Poor’s, a representative indicated that the trust company has assets of $27 Million with $3 Million liquid assets.  The IPAA does not release financial statements or audits for review. 

All four companies provide general liability including bodily injury and property damage.  Following is a summary of the basic coverage of these four companies:

	Company
	Admitted in CA.

	Rated

	Written on

	Basket Size

	Max. Coverage
	Med. Pay


	Houston Casualty
	Yes
	Best A+:XI
	Occurrence
	16
	5MD
	Yes

	Old Republic Insurance Co.
	Yes
	Best A+:XI
	Occurrence
	10
	1MD
	Yes

	Western World
	Yes
	Best A+:VIII
	Occurrence
	10
	2MD
	Yes

	International Pacific Assurance

Association
	No
	No
	Claims Made
	16
	5MD
	No


RECOMMENDATION:
Based on the above review, it is the recommendation of this office that any balloon company utilizing County property for launching, provide evidence of coverage by a company with an A.M. Best rating of A:VII or better in the amount of One Million Dollars for the operation of balloons carrying up to ten (10) passengers with an additional $100,000 for each passenger for any balloon carrying more than ten.  In the event a company only has One Million Dollars of commercial coverage, the County could accept a Letter of Credit or a Certificate on Deposit for the additional coverage. This will provide County with the maximum protection while still complying with AB 2430, the 2004 urgency legislation that made changes to requirements for balloon insurance. 
� Insurance companies licensed in jurisdictions other than California can apply for admittance in California.   If approved by the office of the California Insurance Commissioner, they are then backed by the state insurance fund should they become insolvent and unable to pay claims. 





� Two industry standards for rating the financial strength of insurance companies are A.M. Best and Standard & Poor’s.  The A+ rating is considered a secure rating of “Superior” and the Roman numerals indicate the financial size of the company.   XI equates to $750 Million to One Billion Dollars and VIII equates to $100 Million to $250 Million.   These ratings are as of 11/08/05.





� There are two primary types of insurance policy forms: occurrence and claims-made. Occurrence forms cover losses that happen during a given period of time (the policy term). The loss can be reported years later, but the key is when it happened. A claims-made policy covers claims made during a given period of time. The loss may have happened many years in the past, but is reported during the current policy term.





� Basket Size is the maximum size of balloon (including passengers & pilot) that the company will write coverage on.





� Company provides “no fault” medical pay.





