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In recent months, IIABL has 
been working on the launch of 
Independent Market Solutions 
(IMS), a multi-state Big I markets 
access program, designed to 
provide personal lines insurance 
markets to IIABL member 
agencies.  

IIABL is pleased to announce 
that we have already secured 
nineteen (19) agency 
appointments for IIABL 
members in the initial launch of 
IMS.

Our initial insurance company 
partners include:

•	 United Property Casualty 
– UPC Insurance Company

•	 Lighthouse Property 
Insurance Corporation

•	 Southern Fidelity 
Insurance Company

•	 Anchor Insurance 
Company

IMS is starting with homeowners 
markets because they provide the 
greatest need and opportunity.  
IMS plans to expand into private 
passenger automobile, other 
personal lines coverages, and 

might someday consider small main 
street commercial business.

IMS is owned and operated by a 
group of Big I state associations 
(including IIABL) and is administered 
by the Florida Association of 
Insurance Agents (FAIA).  This 
multi-state approach allows us to 
spread risk and generate larger 
premium volumes than we could 
muster on a single state basis.

IMS develops relationships and 
contracts with insurance companies 
to distribute their personal lines 
insurance products through IIABL 
member agencies.  IIABL members 
apply to become subproducers 
of IMS for specific insurance 
companies.  There are no minimum 
premium volume requirements 
for IIABL members to participate 
in IMS.  IMS does not charge 
fees for IIABL members to access 
these markets.  IIABL member 
subproducers have a Subproducer 
Agreement which protects their 
ownership of expirations.  

Each insurance company has 
complete control over the 
appointment of individual member 
agencies, appointing the ones they 
want and withdrawing appointments 
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IMS Starts with 19 Agency Appointments (Continued)
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that are not beneficial over time.  
Agency appointments are made to 
compliment and not conflict with direct 
appointment agencies.  Appointments 
are based on mutually beneficial 
and profitable relationships, and no 
appointments are guaranteed.  IMS 
manages the relationships between 
insurance companies and IIABL 
member agencies.  

This consolidation of markets under 
the management of IMS benefits both 
IIABL member agencies and insurance 
companies because it creates a broad 
geographic spread of risk throughout 
the entire state of Louisiana.

IIABL acts as the marketing department 
for IMS and our insurance companies, 
but IIABL member subproducers 
deal directly with insurance company 
underwriters and claims departments.  

IMS downloads policy information each night, 
produces monthly production reports for each 
IIABL member subagent, and pays commissions 
by EFT.  IMS keeps 2% - 3% of the commission 
to pay for operations and pays the balance of 
the commission to our IIABL member agency.  
For example, several insurance companies pay 
15%, IMS retains 3% and pays the subproducer 
agency 12%.  

Initially we have no profit sharing agreements.  
We hope that once we are well established and 
have a profitable book of business, we will earn 
profit sharing.  If/when we do, IMS will retain 
a small override and will pass the vast majority 
of profit sharing back to our member agencies / 
subproducers.

If an IIABL member subproducer develops 
a significant book of business and meets 
established requirements, they may be 
able to earn a direct appointment with an 
insurance company.  There is no cost to remove 
your book of business if you earn a direct 
appointment.

IMS CANNOT GUARANTEE THAT EVERY IIABL 
MEMBER WILL GET MARKETS, but we will be 
able to help many of our members.  IIABL 
and other state Big I associations did NOT 
create IMS to make a lot of money…we created 
IMS to help perpetuate and strengthen the 
independent insurance agency system by 
helping small agencies to gain access to 
markets and be more successful.

For more information about Independent 
Market Solutions please call the IIABL office at 
(225) 819-8007 or email the following IIABL 
staff members:

Jeff Albright  JAlbright@IIABL.com

Francine Berendson FBerendson@IIABL.com

Kim Jackson  KJackson@IIABL.com

mailto:JAlbright@IIABL.com
mailto:FBerendson@IIABL.com
mailto:KJackson@IIABL.com
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Register for this free 30-minute webinar today.

Category: Agents Council for Technology
Are you looking to provide free technology education and resources for your members? 
Do you want to offer an industry-leading think tank that focuses on emerging trends and 
the customer experience?
 
The Agents Council for Technology (ACT) provides all this and more!
 
During the 30-minute interactive About ACT webinar, you will learn more about what ACT 
has to offer you and your association members, including information on:

•	 The Strategic Future Issues workgroup
•	 Security issues agents must address
•	 The latest on communications, mobility and e-signature
•	 Resources for the experience customers demand 
•	 ACT insider communication channels and in-person meetings
•	 How ACT integrates with other Big “I” programs

A Q&A session will immediately follow the webinar. Register today.

The Louisiana Association of Business & Industry 
(LABI) recently released “Budget Basics #1 
– Understanding the State Budget Deficit”, 
which consists of 14 easy-to-understand charts 
accompanied by facts, data, and brief findings 

available at:
www.labi.org/budget-basics.

This simple guide helps explain the state budget 
and why the deficit persists.  In the coming 
weeks, future installments of Budget Basics will 
be released.  As part of this series, LABI will offer 
research-based solutions to the state’s budget 
challenges for the new Legislature and Governor 
to consider in 2016. 

 Don’t Miss the About ACT Webinar on Monday, Nov. 16

 
Understanding the Louisiana State Budget Deficit

http://www.independentagent.com/StateUpdate/Lists/Categories/Category.aspx?CategoryId=1&Name=Agents+Council+for+Technology
https://attendee.gotowebinar.com/register/649960176253784577


4

Discount on TrustedChoice.com Subscriptions
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TrustedChoice.com 
continues to deliver 
highly qualified leads to 
Big I member agencies.  
Every month TrustedChoice.
com:

•	 Receives over 
250,000 visitors

•	 Delivers over 7,000 
referrals to Big I 
member agencies 

In addition, 62 insurance 
company partners are now 
participating, either in 
personal lines, commercial 
lines or both.
In the past year Louisiana 
Big I member agencies 
received:

•	 22,489 web visitors

personal and commercial 
lines for a full year at only 
$88 per month. 

In order to take 
advantage of this great 
offer, click here.

After you log in with your 
IIABL user name and 
password, use the following 
promotion code before the 
end of the year. 

Promo code:  LAagent10
(Please note that this promo 
code is case specific.  You 
must capitalize ‘LA’ and 
have ‘agent’ in lower case.) 

Don’t delay, because this 
offer is only effective 
through January 15, 2016.

•	 3,865 personal/com-
mercial lines agency 
look ups

•	 37,512 agency profiles 
shown to insurance 
buyers

•	 665 referrals to IIABL 
member agencies

•	 354 transfers to mem-
ber websites and so-
cial sites

IIABL has arranged with 
TrustedChoice.com to 
provide our members 
with a $ 10 discount off 
of the monthly price of a 
Personal and Commercial 
Lines Bundled 
subscription. If you 
subscribe before January 
15, 2016 you will get both 
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Workers’ Compensation Insurance Rates Set to Decline for Third 
Consecutive Year

Commissioner of Insurance 
Jim Donelon reports that 
Louisiana businesses 
are expected to see a 
decrease in their workers’ 
compensation rates in 
2016. The National Council 
on Compensation Insurance 
(NCCI) recently proposed 
an overall decrease of 
2.7 percent for Louisiana 
employers from its 2015 
workers’ compensation loss 
costs. NCCI is a national 
organization which analyzes 
workers’ compensation data 
and files loss costs or rates 
in 35 states.

Most workers’ compensation 
carriers in Louisiana use 
the NCCI annual loss cost 
filing to formulate their 
insurance rates. This loss 
cost reduction would mark 

a cumulative drop in workers 
compensation rates of 38 
percent since 2006 and a 51 
percent drop since 1996. 

“The workers compensation 
market in Louisiana continues 
to be competitive and our 
businesses are benefitting. 
In 2007, there were 197 
companies writing workers 
comp; by the end of 2014 we 
had 235 companies writing 
here – an increase of 19 
percent,” said Commissioner 
Donelon. “That competition 
is also bringing costs down, 
with companies today paying 
nearly 40 percent less for the 
same coverage as they were 
10 years ago.”

Donelon added that the 
reduced rates are also the 
result of fewer and less 
severe workplace injuries. In 

fact, data from the Bureau 
of Labor Statistics shows 
the overall rate of fatal 
work injuries in Louisiana 
dropping from 7.3 in 2008 
to 6.3 in 2013. Fatal injury 
rates represent the rate of 
fatal occupational injuries 
per 100,000 full-time 
workers per year.

Louisiana Department of 
Insurance actuaries will 
review the NCCI filing and if 
approved, it will take effect 
May 1, 2016. The most 
recent NCCI filing approved 
was a 2.4 percent decrease 
which took effect May 1, 
2015. 

The total Louisiana workers’ 
compensation market 
is estimated to be more 
than $990 million in total 
premium.

http://www.ldi.la.gov:8081/aa88ee3c-d13d-4751-ba3f-7538ecc6b2ca?sf=D08B3A0CC07Ehttp%3a%2f%2fwww.bls.gov%2fiif%2fstate_archive.htm%23LA
http://www.ldi.la.gov:8081/aa88ee3c-d13d-4751-ba3f-7538ecc6b2ca?sf=D08B3A0CC07Ehttp%3a%2f%2fwww.bls.gov%2fiif%2fstate_archive.htm%23LA


7
7

BIG “I” APPLAUDS FULL HOUSE ACTION ON THE 
“RETAIL INVESTOR PROTECTION ACT”

regulatory regimes with meaningful market 
conduct, supervisory, record-keeping and other 
mandates already in place. By certifying that 
conflicting rules are not imposed on broker-
dealers, and by further studying the current 
investment market landscape, Rep. Wagner’s 
bill is a common sense solution to ensuring that 
affordable and accessible investment advice is 
available to investors. 

The Independent Insurance Agents 
& Brokers of America (IIABA or the 
Big “I”) applauds the U.S. House of 
Representatives for today’s passage 
of H.R. 1090, the “Retail Investor 
Protection Act,” by Rep. Ann Wagner 
(R-Missouri). The bill helps ensure 
that the investment marketplace will 
continue to be widely available and 
affordable to all types of investors.

 
“As currently structured, the 
rule being promulgated by the 
Department of Labor (DOL) promises 
to create undue compliance burdens 
and increased liability for the Big 
‘I’s’ small business membership,” 
says Charles Symington, Big “I” 
senior vice president of external 
and government affairs. “This will 
increase costs for consumers and 
restrict access to quality investment 
advice for those most in need.”  
    
“Rep. Wagner’s bill creates an 
important backstop to ensure 
that the DOL’s actions do not impede 
the ability of agents and brokers 
to continue to provide the highest 
quality of investment advice to 
consumers,” continues Symington.

H.R. 1090 includes a number 
of important provisions and due 
process requirements to ensure that 
consumers are not harmed by the 
proposed DOL fiduciary rule which 
has the strong potential to impact 
access to affordable investment 
advice. Ensuring that any changes 
to the regulatory oversight of the 
securities market is done right 
the first time is a priority for the 
association. 

 
Broker-dealers already adhere 
to rigorous and strictly-enforced 
standards of care, and strong 
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Five Things to Know about Health Insurance 
Open Enrollment Period

Insurance Commissioner Jim Donelon is 
advising Louisiana families that the Open 
Enrollment period for health insurance coverage 
is November 1, 2015 through January 31, 
2016. During the enrollment period individuals 
and families that do not receive healthcare 
through their employers can sign up through 
the online Health Insurance Marketplace or 
purchase individual policies sold by agents and 
insurers. 

“It is especially important that folks stay 
vigilant during the Open Enrollment period 
as the January 31, 2016 deadline is earlier 
than last year’s cutoff,” said Commissioner 
Donelon. “Now is the time to review your 
current coverage and check out your options. 
A licensed health insurance agent can help 
you explore your choices and also help you 
determine if you’re eligible to receive financial 
assistance paying your premium.”

The LDI has launched a webpage ldi.
la.gov/5things with the following key 
information regarding Open Enrollment:

1. You must select coverage by 
December 15 to have coverage on 
January 1. The Open Enrollment period 
for coverage in 2016 is November 1, 2015 
through January 31, 2016. This year’s 
deadline is 15 days earlier than last year’s 
deadline. If you need health insurance 
coverage to start on January 1, 2016, 
you must elect coverage by December 
15, 2015. If you do not elect coverage 
by January 31, you will be unable to get 
healthcare coverage unless you qualify for 
a Special Enrollment Period due to a life 
change such as marriage, having a baby 
or losing other coverage. 

2. You may be eligible for a subsidy to 
help with your premium. Tax credits 
are available to consumers who meet 
certain income thresholds to assist in 
paying monthly premiums. According 
to the U.S. Health and Human Services 
Department, about 90 percent of people 

in Louisiana who purchased 
coverage through the Health 
Insurance Marketplace in 2015 
received subsidies. The subsidy is 
available for families with incomes 
between 100 percent and 400 
percent of the poverty level who 
buy coverage through the Health 
Insurance Marketplace. To find out 
if you may be eligible for a subsidy 
or tax credit, visit healthcare.gov 
or contact an agent. 

3. The penalty for not having 
coverage is increasing. The 
Affordable Care Act requires 
all Americans to have health 
insurance or face a tax penalty. 
The penalty is increasing this year 
to 2.5 percent of yearly household 
income or $695 for each person 
in your household who is not 
covered, whichever is higher. 
If you did not have coverage in 
2015, you’ll pay the higher of 
$325 per person without coverage 
in the household or 2 percent of 
your yearly household income. 
All penalties are payable on the 
federal income tax return you 
file for the year you don’t have 
coverage.

4. Your 2015 plan may no longer 
be available in 2016. Plans can 
change from year to year and 
some plans that were available 
on the 2015 Marketplace may no 
longer be available. You also may 
be able to lower your out-of-pocket 
costs by switching plans. The 
Louisiana Health Cooperative will 
no longer offer coverage in 2016. 
If you are a CO-OP customer, 
as long as you continue paying 
your premiums, you will have 
coverage until the end of the year. 
In order to have coverage past 

http://www.ldi.la.gov:8081/aa88ee3c-d13d-4751-ba3f-7538ecc6b2ca?sf=6B8DE70CC07Ehttp%3a%2f%2fwww.ldi.la.gov%2f5things
http://www.ldi.la.gov:8081/aa88ee3c-d13d-4751-ba3f-7538ecc6b2ca?sf=6B8DE70CC07Ehttp%3a%2f%2fwww.ldi.la.gov%2f5things
http://www.ldi.la.gov:8081/aa88ee3c-d13d-4751-ba3f-7538ecc6b2ca?sf=6B8DE70CC07Ehttps%3a%2f%2fwww.healthcare.gov%2fcoverage-outside-open-enrollment%2fspecial-enrollment-period%2f
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December 31, 2015, 
you will need to elect 
a new plan. See our 
frequently asked 
questions for more 
information on the 
CO-OP.

5. Going to out-of-
network providers 
can be expensive. 
Make sure to review 
the doctors and other 
medical providers in a 
plan’s network. When 
you go out-of-network, 
you could face a 
higher coinsurance 
percentage. 

The Health Insurance 
Marketplace, established 
by the Affordable Care 
Act, allows consumers to 

compare health insurance 
plans based on key factors 
including providers, services 
and price. All plans that 
are part of the Marketplace 
must contain the same set 
of essential health benefits, 
including emergency 
services, hospitalization, 
prescription drugs and 
preventative and wellness 
services among others. 

“Vigilance is also necessary 
because enrollment periods 
can bring scammers out 
of the woodwork. Folks 
need to be aware that 
these scams can take 
many forms, from the 
theft of private information 
such as social security 
numbers to the sale of 

fraudulent policies by people 
claiming to be agents” added 
Donelon. The LDI maintains 
a searchable database of 
licensed insurance agents or 
you can call us at 1-800-259-
5300.

Additional resources on 
the LDI website include:

•	 A Consumer’s Guide 
to Health Insurance 
publication

•	 Health Rate & Form 
Filings

•	 Check your Health 
Care Provider 
Networks

Five Things to Know about Health Insurance 
Open Enrollment Period (Continued)

http://www.ldi.la.gov:8081/aa88ee3c-d13d-4751-ba3f-7538ecc6b2ca?sf=6B8DE70CC07Ehttp%3a%2f%2fldi.la.gov%2fconsumers%2finsurance-type%2fhealthinsurance%2flouisiana-health-co-op%2ffaqs
http://www.ldi.la.gov:8081/aa88ee3c-d13d-4751-ba3f-7538ecc6b2ca?sf=6B8DE70CC07Ehttp%3a%2f%2fldi.la.gov%2fconsumers%2finsurance-type%2fhealthinsurance%2flouisiana-health-co-op%2ffaqs
http://www.ldi.la.gov:8081/aa88ee3c-d13d-4751-ba3f-7538ecc6b2ca?sf=6B8DE70CC07Ehttps%3a%2f%2fwww.ldi.la.gov%2fonlineservices%2fProducerAdjusterSearch%2f
http://www.ldi.la.gov:8081/aa88ee3c-d13d-4751-ba3f-7538ecc6b2ca?sf=6B8DE70CC07Ehttp%3a%2f%2fwww.ldi.la.gov%2fdocs%2fdefault-source%2fdocuments%2fpublicaffairs%2fconsumerpublications%2fhealth-insurance-guide.pdf%3fsfvrsn%3d9
http://www.ldi.la.gov:8081/aa88ee3c-d13d-4751-ba3f-7538ecc6b2ca?sf=6B8DE70CC07Ehttp%3a%2f%2fwww.ldi.la.gov%2fdocs%2fdefault-source%2fdocuments%2fpublicaffairs%2fconsumerpublications%2fhealth-insurance-guide.pdf%3fsfvrsn%3d9
http://www.ldi.la.gov:8081/aa88ee3c-d13d-4751-ba3f-7538ecc6b2ca?sf=6B8DE70CC07Ehttps%3a%2f%2fwww.ldi.la.gov%2fonlineservices%2fHealthRates%2f
http://www.ldi.la.gov:8081/aa88ee3c-d13d-4751-ba3f-7538ecc6b2ca?sf=6B8DE70CC07Ehttps%3a%2f%2fwww.ldi.la.gov%2fonlineservices%2fHealthRates%2f
http://www.ldi.la.gov:8081/aa88ee3c-d13d-4751-ba3f-7538ecc6b2ca?sf=6B8DE70CC07Ehttps%3a%2f%2fwww.ldi.la.gov%2fconsumers%2finsurance-type%2fhealthinsurance%2fhealthcare-provider-network
http://www.ldi.la.gov:8081/aa88ee3c-d13d-4751-ba3f-7538ecc6b2ca?sf=6B8DE70CC07Ehttps%3a%2f%2fwww.ldi.la.gov%2fconsumers%2finsurance-type%2fhealthinsurance%2fhealthcare-provider-network
http://www.ldi.la.gov:8081/aa88ee3c-d13d-4751-ba3f-7538ecc6b2ca?sf=6B8DE70CC07Ehttps%3a%2f%2fwww.ldi.la.gov%2fconsumers%2finsurance-type%2fhealthinsurance%2fhealthcare-provider-network
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Commercial General Liability Coverage: An E&O Challenge
by Judith G. Durst

CGL exposures but others 
as well? It is very difficult to 
think of every possible risk 
exposure that the insured 
could have but questionnaires 
can provide you a road map 
to uncover them. Checklists 
can be used during the 
proposal presentation 
process to document 
coverages that are offered 
and accepted and those 
rejected by the customer. 
This serves as valuable client 
file documentation should a 
claim arise. Industry specific 
questionnaires and checklists 
are highly recommended for 
use no matter the type of 
customer being insured or 
the particular line of coverage 
being offered.

Utilizing more than one 
method to identify risks 
is preferrable. Your 

Coverage

The top four types of E&O 
errors are the following:

1.  Failure to procure proper 
coverage
2.  Failure to adequately 
explain policy provisions
3.  Failure to identify 
exposures
4.  Failure to recommend the 
correct type of coverage.

When you are working with 
a client does your agency 
first research specifics 
about the customers type 
of business and operational 
exposures associated with 
it? Do you review their 
website to get a better 
understanding of scope  of 
their services? Do you use 
risk specific questionnaires 
to determine not only their 

Commercial General Liability 
(CGL) is the underlying 
coverage involved in nearly 1 
in 4 E&O claims made against 
agents according to claims data 
from Swiss Re, the endorsed 
carrier for the Big I Professional 
Liability Program.  This is more 
than any other underlying 
coverage.  This disproportionate 
amount of E&O claims involving 
CGL is likely because the broad 
use of the form, the diverse 
types of underlying risks the 
form insures, the vast number 
of endorsements, volumes of 
certificates of insurance, and 
issues related to providing 
additional insureds. The 
following will explore some of 
the areas of greatest concern 
when dealing with these 
coverage parts of CGL.

Risk Assessment:
The First Step for Any 
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Commercial General Liability Coverage: 

An E&O Challenge (Continued)

continued on page 14 

Partnerships, Joint 
Ventures & LLC’s

In reviewing the “Who is 
an Insured” provisions 
of the ISO CGL coverage 
form, included is coverage 
for newly acquired or 
formed organizations 
over which your insured 
maintains ownership or 
majority interest. The 
provision specifically 
excludes newly acquired or 
formed partnerships, joint 
ventures or limited liability 
companies (LLC). It further 
limits coverage for any 
current or past partnership, 
joint venture or LLC that 
is not shown as a Named 
Insured in the Declarations. 
Insureds are always forming 
new LLCs based on the 
advice of their accountant. 
Do you advise them when 

product you are selling 
you must be familiar with 
the language in the policy 
form being used. If you are 
using the ISO CGL coverage 
form, be familiar with the 
limitations, exclusions, 
definitions and extensions 
of coverage. Forms change 
over time and not all 
carriers will use the same 
form so don’t assume that 
you will remember them all. 
I teach CGL coverages and I 
don’t remember them all!
Don’t forget to check state 
exceptions, especially if 
it’s a state that is not your 
primary state of operation. 
Coverage may be taken 
away or broadened utilizing 
these endorsements and 
they will be added to all CGL 
policies written in that state.

Who’s Insured?

agency should consider 
coupling industry specific 
questionnaires and 
checklists with an inspection 
of the insured’s premises 
or operations, interviewing 
the right people, asking 
lots of questions, doing 
a flowchart, looking at 
financials, etc. It can’t 
be stressed enough how 
revealing looking at the 
insured’s website can be. 
You will see firsthand what 
the insured is promising to 
the public. The idea is to 
uncover not only the risks 
that can be insured but 
those that cannot as well. 
Only then can the insured 
prepare for the retention 
he/she may have to face in 
the future.
Understand the CGL 
Policy Form
As with any insurance 



12
12



13
13

SafePoint Enters LA Homeowners / Dwelling Market

SafePoint Insurance was 
authorized by the Louisiana 
Department of Insurance to write 
personal property business in 
September of 2015.  SafePoint was 
initially launched in November of 2013 
to write Florida homeowners business. 
The company has been assigned an 
AM Best Rating of B and a Financial 
Stability Rating® of A, Exceptional, 
from Demotech.    SafePoint has over 
$40 million in policyholder surplus and 
a strong reinsurance program.

Based in Tampa, FL, SafePoint is led 
by a management team comprised of 
highly experienced professionals with 
over 75 years in the insurance industry.

Initially, SafePoint will assume 
homeowners and dwelling policies 
from Louisiana Citizens on December 
1, 2015.   SafePoint will limit its 
assumption to policies they intend to 
write over the long-term.

SafePoint is approaching the LA Citizens 
depopulation a bit differently from other 
insurers.   To add additional value, agents will 
be able to add liability coverage ($100,000 or 
$300,000) on dwelling polices and also add 
other ancillary coverages such as Equipment 
Breakdown, Identity Theft Restoration and 
Increased Loss Assessment to all policies.   Like 
Citizens, SafePoint will be providing full animal 
liability coverage, subject to the Citizens “bad 
dog” list and will provide coverage for patios, 
aluminum carports and similar structures.

In the spring of 2016, Safepoint will launch new 
“preferred” homeowners and dwelling products 
to expand our market presence.  Please contact 
the SafePoint representatives listed below if you 
are interested in helping SafePoint profitably 
grow this book of business.

Safepoint is committed to being a long-term 
partner of independent agents in Louisiana 
by providing high quality service and financial 
security for your customers.  The SafePoint 
underwriting, service and claim teams are 
standing by and ready to help you and your 
customers.

SafePoint’s mission is to deliver superior 
customer service, comprehensive 
coverages, expedited claim service and to 
give policyholders peace of mind.

For more information, contact:

Gus Fernandez
Director of Underwriting
gfernandez@safepointins.com
(813) 563-4087

Jason DiMaggio
Agency Relations Manager
jdimaggio@safepointins.com
(504) 355-6333

mailto:gfernandez@safepointins.com
mailto:jdimaggio@safepointins.com
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Commercial General Liability Coverage: 
An E&O Challenge(continued) 

you write the coverage and 
at each renewal, that there 
is no CGL coverage for the 
newly formed, current or 
past LLC unless they are 
shown as a Named Insured 
in the Declarations? It should 
be included in all of your 
proposal forms.

CGL Endorsements and 
Class Codes

Don’t forget to run through 
all of the endorsements that 
are available to be added to 
the CGL coverage form. It 
takes time to run through the 
list to see if there are any 
endorsements that would be 
beneficial to your insured. I 
know, you’re thinking that 
they probably won’t buy it. 
You’re missing the point. The 
problem is that if you don’t 

offer it to them and a claim 
occurs that would have been 
covered by that endorsement, 
you have no defense against 
an E & O claim.  The insured 
is going to tell the judge 
“If it had been offered to 
me, I certainly would have 
purchased it!” You want to 
offer the insured as much 
as possible in the way of 
handling their CGL exposures. 
Document your file when 
coverage is offered and 
rejected. Confirm everything 
in writing to the insured. 
Remember, you are building a 
defense in the event an E & O 
claim is filed.

Endorsements can be added 
when a specific class code is 
used. You should be checking 
the CGL section of the 
Commercial Lines Manual for 

any footnotes that might 
apply to the class code you 
are utilizing. The footnote 
could indicate that an 
exclusionary endorsement 
will be added automatically 
to the policy. Be careful 
in determining the correct 
class code for the insured’s 
operations. The Big “I” 
Virtual Risk Consultant 
can provide recommended 
CGL class codes to help 
you classify the insured 
correctly.

Additional Insureds

Speaking of endorsements, 
how about all those 
additional insured 
endorsements? When you 
issue a certificate indicating 
an additional insured, the 
policy must be endorsed to 
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Commercial General Liability Coverage: 
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between the insured and 
the additional insured. If 
there isn’t a written contract, 
there is no additional insured 
status provided under the 
form. You would need to add 
another additional insured 
endorsement to accomplish 
this. When an insured calls 
looking for a certificate to be 
issued, don’t forget to ask if 
there is a written contract.

CGL & Leased Property 
Damage

Most insureds sign a lease 
to a premises at some point 
in their business career. We 
all know that a lease is one 
of the “insured contracts” 
under the ISO CGL form, 
right? The policy provides a 
limited amount of coverage 
for “damage to premises 

reflect the additional insured 
status through the use of 
the proper AI form. Read 
those additional insured 
endorsements because 
they provide only on-going 
operations additional insured 
status. There is a separate 
endorsement for completed 
operations coverage for 
additional insureds. That 
endorsement must be added 
as well if the additional 
insured is to apply to both 
on-going and completed 
operations.

Of course, you have the 
blanket additional insured 
endorsement on the policy 
so you don’t have to 
worry, right? Wrong! Most 
blanket additional insured 
endorsements require that 
there be a written contract 

rented to you”. Actually, 
most carriers include a 
minimum limit of $100,000. 
Is it enough? Remember that 
this coverage is designed 
to provide coverage for the 
portion of the premises 
occupied/rented by the 
insured. This portion of 
the premises is excluded 
under the care, custody or 
control exclusion. The rest 
of the building is covered 
under Property Damage 
coverage. What if your 
insured occupies 75% of a 
$5,000,000 building? They 
have an exposure to
$3,750,000 in damages if 
they are legally liable for 
damage to that portion of 
the property. This coverage 
can be increased but you 
won’t find an endorsement 
in the ISO arsenal of 

continued on page 16 
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CGL endorsements. The 
coverage can be increased 
by adding the Commercial 
Property form Legal Liability 
coverage.

Employees Benefits 
Liability Endorsement

If your account offers 
employee benefits, they 
have an exposure to 
an error being made in 
the administration of 
those benefits. The ISO 
Employee Benefits Liability 
endorsement is designed 
to cover this exposure. 
If you have sold them a 
Fiduciary Liability Policy, 
the employee benefits 
coverage is included so you 
don’t need the endorsement 
added to the CGL. If you do 
add the Employee Benefits 
endorsement, remember 

that this endorsement is a 
claims- made form and it 
has a retroactive date. It’s 
very easy to forget that and 
not check the retro date at 
renewal.

E&O Exposure

Professional liability is not 
excluded under the ISO CGL 
form unless the classification 
has an exposure then an 
endorsement is added to 
exclude the exposure. Make 
sure you bring professional 
exposures to the insured’s 
attention. Get them to 
complete a professional 
liability application and 
obtain a quotation for them. 
This will allow the insured 
to determine if they want 
to transfer the exposure 
by purchasing insurance or 
if they want to retain the 

exposure in part or entirely. 
Once again, document your 
file accordingly.

How Much Is Enough?

What about liability limits? 
CGL policies include 
aggregates that should 
be at least two times the 
occurrence limits. Do you 
explain to your insured 
how the aggregate works? 
Most insureds do not fully 
understand the insurance 
business so you’d be very 
surprised by what they 
believe the aggregate is! Ask 
them sometime.
How much is enough? Your 
clients ask you that all 
the time. I would tell my 
insureds that I had no idea. 
I can’t predict how a court 
case will play out or who is 
going to present a claim. All 

Commercial General Liability Coverage: 
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I can do for him/her is give 
them the opportunity to see 
what limits are available 
and what each incremental 
increase will cost. They have 
to make a decision on their 
limits based on what they 
feel comfortable with. Cost 
will always be a concern for 
them but they also need to 
consider the level of risk 
they are willing to retain. As 
an example when I worked 
in an agency, I started at 
$1,000,000 per occurrence 
with a $2,000,000 
aggregate, added the 
CG 2503 (Designated 
Construction Projects 
General Aggregate Limits) 
& CG 2504 (Designated 
Locations General Aggregate 
Limits) and recommended 
increased limits through an 
umbrella policy. Remember 
nothing stays the same and 
neither should your offer 
of coverage. You also need 
to continue to recommend 
higher limits at renewal.

When discussing limits of 
liability with your clients, 
it’s not a bad idea to check 
what types of CGL suits 
have been brought in your 
area and what the outcome 
was. You could also check 
with industry associations 
to get a history of losses 
that might come about from 
your insured’s operations. 
It doesn’t mean that it will 
happen to them but it does 
tell them that you aren’t 
just trying to scare him/her 
into a higher limit just for 
the additional commission 

income.

Audit Provisions Issues

It is very important that 
you explain to your insured 
that most CGL policies 
are auditable. Include the 
words “estimated premium” 
on your proposal so the 
insured can see that the 
premium listed isn’t the 
final premium for the term. 
Explain to the insured how 
the final premium will be 
calculated. You might even 
want the auditor to visit 
the insured to provide the 
insured with details of what 
documents will be needed 
at the time of audit. You 
would be surprised at how 
many insureds do not fully 
understand this concept. 
Include detailed information 
about audits in your new 
business proposal as well 
as all renewal proposals. 
Be very clear what the 
premium bases will be and 
that the insured should be 
reviewing it regularly so it 
can be adjusted as needed. 
It will be much easier to deal 
with increasing exposures 
during the policy term when 
payment options  may be 
more flexible than at audit.

Truckers and CGL
What about truckers and 
their need for CGL coverage. 
I have heard several 
individuals indicate that 
since they deliver by truck, 
they don’t have a need for 
CGL coverage. Wrong!
Under the CGL and ISO 

Commercial Auto forms, 
you will find the loading and 
unloading exclusions. The 
idea of having these on both 
policies is that the two forms 
will fit together like pieces 
of a puzzle. When one ends, 
the other begins. Let me give 
you a couple of areas you 
might want to keep in mind. 
The auto policy ends abruptly 
and the CGL takes over if 
the loading or unloading is 
being done by a mechanical 
device not attached to the 
auto. How does your insured 
deliver their product?

After reviewing this with the 
insured, you find that they 
deliver by hand truck or by 
hand. So you think you are 
all set, right? The loading 
and unloading is all auto 
exposures. Not so fast! Once 
the product is placed in its 
final resting place, the auto 
policy will no longer cover 
the operations of the insured. 
So while your insured is 
walking back to his truck, 
his operations of loading 
and unloading have been 
completed and any injury or 
damage he does at that point 
would be covered under the 
CGL, if he is legally liable. 
Of course, if you didn’t sell 
him a CGL. Back to the E & O 
problems again!

“Your Work” & “Your 
Product”

Agents have the best 
intentions when writing a 
CGL for a client. One of the 

Commercial General Liability Coverage: 
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areas that has to be explained 
completely to an insured 
is the “your work” or “your 
product” exclusions. The CGL 
is not designed to provide a 
warranty for your insured’s 
work or product. If the 
roof leaks after the insured 
installed a new roof, the CGL 
will pay for the resulting 
damage, if the insured is 
legally liable, but it will never 
pay for the repairs to the 
roof. The same thing happens 
with the insured’s product. 
If the product causes injury 
to someone or damage to 
someone’s property, the CGL 
will pay for the injury caused 
or the property damage 
done, if the insured is legally 
liable. It will never pay for 
the product itself or repairs to 
it. Nor will it guarantee that 
the product will perform as 
promised.

When dealing with a client 
who produces a product, 
you need to bring to their 
attention that there is 
no coverage for product 
recall expenses under the 
standard CGL. They must 
purchase that coverage for an 
additional premium. Another 
recommendation you want 
to keep in mind when talking 
to the insured about their 
exposures to loss.

Completed and 
Discontinued Operations

What about when the insured 
retires from his business? 
Do you just cancel the 
CGL and say “Have a great 

retirement”? Do you offer 
them discontinued operations 
coverage? You might say 
that they don’t need the 
CGL anymore because they 
aren’t operating a business 
any longer. What about 
completed operations? Let’s 
say that you are a contractor 
and you build decks. You 
have built hundreds of decks 
in the last 10-15 years. This 
year, you decide to retire on 
January 1st. You cancel your 
CGL policy and go to Florida. 
Three years later, one of your 
decks collapses and injures 4 
people. The CGL that was in 
effect when the deck was built 
will not respond because the 
definition of an occurrence is 
when the injury or damage 
is incurred. Three years later, 
you don’t have a CGL policy 
in effect. So there goes your 
retirement money to pay 
damages and lawyer fees, 
of course until your lawyer 
advises you to sue your 
agent for not recommending 
discontinued operations 
coverage. Most clients will not 
purchase the coverage but 
that’s not the problem. The 
problem is that you, the agent 
must identify this exposure 
and offer solutions to the 
insured. Documentation in the 
agent’s file that the coverage 
was offered and the insured 
didn’t buy it could save the 
agent in an E & O situation.

Other Potential Trouble 
Areas of CGL
Claims-made CGL Form 
Consideration
The carrier is not willing to 

write the CGL coverage unless 
it is on a claims-made basis. 
You don’t get involved in 
claims- made policies very  
often. You need to brush up 
on the pitfalls of claims-made 
like the retroactive date. 
Never change the retroactive 
date once it has been set. It 
should reflect the effective 
date of the very first claims 
made policy. By changing that 
date, you could leave your 
insured with a large gap in 
coverage.

Claims-made to 
Occurrence  Form

You finally have an 
opportunity to place the 
insured’s CGL coverage with 
a carrier who will write it on 
an occurrence basis rather 
than the claims-made basis 
you have had it written on for 
the last few years. Going from 
occurrence to claims-made is 
usually uneventful but going 
back to occurrence from 
claims-made can cause lots 
of problems. First of all, the 
claims-made form provides an 
extended reporting provision 
but it is very limited. Basically 
it provides the insured with 
a 60 day period after the 
expiration of the claims-made 
policy to report any incidents 
that may give rise to a claim 
in the future. If the insured 
is aware of the situation and 
advises the carrier within the 
60 day time period, the form 
allows for a period of 5 years 
for the claim to actually be 
made. It’s not always possible 
for the insured to know 

Commercial General Liability Coverage: 
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something has happened that 
quickly. The new occurrence 
form will not pick up anything 
that happened before its 
effective date. So what do you 
do? You’ll need to quote the 
insured an extended reporting 
endorsement. The insured 
may not buy it but offer it 
anyway and document your 
file accordingly.

Non-admitted CGL Form

CGL coverage placed with a 
non-admitted carrier could 
also pose a problem. Never 
assume that the forms utilized 
will be ISO. Even if they 
are ISO forms, what edition 
date of the form is being 
used? Anyone remember 
M&C (Manufacturers and 
Contractors) and OL&T 
(Owners, Landlords and 

Tenants)? Check some of the 
non-admitted CGL policies and 
you might be surprised to find 
these old friends.

Above are some of the 
key areas to consider in 
avoiding E&O claims related 
to CGL. While it’s difficult 
to avoid all possible E & O 
situations, using risk specific 
questionnaires and checklists 
to understand the exposures 
of your customers and 
thoroughly understanding 
the CGL form can go a long 
way toward satisfying the 
customer while protecting 
the agency. Customer file 
documentation should include 
every conversation and signed 
checklists outlining coverages 
offered and accepted and 
those rejected. Remember 
that each time you work on 

your insured’s account, you 
are setting up your defense in 
the event of an E & O claim.

Judith G. Durst, CPIW, CPCU, 
AU, ARE, has been in the 
insurance industry for over 
30 years, having experience 
in both the agency and 
company side of the business. 
Judy is past President of 
the NH Chapter of CPCU as 
well as the former Education 
Chairperson & Coordinator 
for the Chapter.  Judy has 
been an insurance instructor 
for more than 20 years and 
has been recognized as an 
Outstanding Course Leader 
by the American Institute. 
Judy joined the Independent 
Insurance Agents & Brokers 
of NH as the Director of 
Education in January of 2005.
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Rate & Rule Filings
The Louisiana Department of Insurance

Additional rate filing information can be found on the Louisiana Department of 
Insurance website by clicking here.  If you have questions, you may contact the Office 
of Property and Casualty Insurance Rating and Policy Forms Division at: (800) 259-5300 Toll 
free or (225) 342-5203 Louisiana.

http://www.ldi.state.la.us/online-services/rate-filing-search
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This month I’d like to focus on one of 
the bright spots in insurance right now 
- the surplus lines market. In addition 
to being in a sound financial position, 
the market is keeping pace with the 
latest technologies and innovations. 
As regulators, it is our responsibility 
to also adapt to emerging trends and 
foster the continued growth of this 
market.

Surplus lines reported profitable 
results in 2014, including favorable 
reserve development, and it marked 
the second consecutive year of 
underwriting profits following three 
years of underwriting losses. 2014 
surplus lines direct premiums were 
reported at just over $40 billion - 
approximately seven percent of total 
P&C direct premiums written – the 
highest direct premium in its history. 
With $1.44 billion in surplus lines 
premium, Louisiana ranked sixth 
nationally in writings in 2014. A special 
report issued last month by A.M Best – 
“Surplus Lines Profit from Underwriting 
Discipline and Core Competencies” - 
illustrates how surplus lines insurers 
have continued the momentum of 
the previous two years. According 
to the report, results have been 
driven by a combination of product 
diversification, underwriting discipline, 
and advantageous market conditions.

One factor touched on in the A.M. Best 
Report is the impact of the National 
Association of Registered Agents 
and Brokers Act of 2015 (NARAB 
II) which was signed into law in 
January 2015. The Act establishes a 
national clearinghouse that aims to 
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streamline market access for nonresident 
insurance producers – and reduce the 
cost of compliance. The market view is 
that NARAB II will improve productivity, 
making it more efficient for agents and 
brokers to conduct business. 

An attribute of the surplus lines market is 
innovation and the creation of solutions 
to address emerging risks. Cyber liability 
coverage is an example of this and is 
filling the need for an up-and-coming 
growth product. It’s not that cyber 
liability is a new threat but with high 
profile attacks such as those on Target 
and Anthem more and more businesses 
are now realizing that if they were victims 
of such an attack, it could be quite costly. 
As Excess and Surplus carriers see some 
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continued on page 27 

of their first sizable claims – they are 
getting a better understanding of cyber 
risk and what their appetite is for such 
risk.

Another new and developing area 
addressed by Surplus Lines is the 
growth of Transportation Network 
Companies such as Uber. For example, 
California has been at the forefront of 
the Transportation Network Company 
(or TNC) trend.  The director of the 
California Surplus Lines Association 
has said that commercial auto liability 
coverage was up more than 112 
percent in 2014, due in large part to 
companies like Uber and Lyft taking 
out state-mandated commercial 
policies to cover their drivers.

Here in Louisiana, the Legislature 
passed Act 266, called the 
Transportation Network Company 
Motor Vehicle Responsibility Law. 
It was based on a compromise 
model bill that was supported by 
the American Insurance Association 
(AIA), the Property and Casualty 
Insurers Association of America 
(PCIAA), several major insurers as 
well as the transportation network 
companies. It establishes insurance 
guidelines for ridesharing companies 
and their drivers. The law also states 
that insurers writing auto insurance 
in Louisiana may exclude any or all 
coverage under a policy issued to 
a driver who is logged onto a TNC 
network.

Legislatively, we have also made some 
changes that impact the surplus lines 
market. Act 386 authorized Louisiana’s 
withdrawal from participation in 
the Non-Admitted Insurance Multi-
State Agreement (NIMA) effective 
October 1. We issued Bulletin 2015-

06 this summer which provides guidance 
for calculating, reporting and paying surplus 
lines taxes as a consequence of Louisiana’s 
withdrawal from NIMA and the reduction of 
the surplus lines tax rate from 5 percent to 
4.85 percent.

Act 386 also exempts universities managed 
by a system board of supervisors (i.e. LSU, 
Southern, University of Louisiana and the 
Louisiana Community and Technical College) 
from the tax on surplus lines insurance. It 
also exempts political subdivisions with a 
population of more than 350,000 from this 
tax. According to the U.S. Census, only East 
Baton Rouge and Jefferson Parish meet the 
population requirement.

As of October 1 there are also several 
changes to surplus line reporting. In the past, 
surplus lines brokers have been required to 
submit quarterly surplus lines tax reports 
even when there is nothing to report. For 
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Q.  In our Personal Lines 
meeting last week, we 
discussed the IIABL 
Technical Advisory #320 
– New Homeowners 
Endorsements Help Solve 
Huge Coverage Gap 
,which explained the new 
Homeowners endorsements 
regarding residency of 
the insured (the so-called 
“where you reside” issue).  
Afterwards, we surveyed 
our Homeowners markets, 
and at present, only one 
indicated plans to adopt 
the ISO filing in the near 
future. 

So, in light of the fact that 
the new endorsements 
help solve a potentially 
serious coverage gap for 
our insureds, the obvious 
question is, what should 
we do for our policyholders 
who are currently with 
markets that have not, 

Subject: Conundrum:  
What If Our Markets 
Don’t Adopt the New 
ISO Homeowners 
Endorsements?

Ask Mike
?

IIABL Director of Education, 
Mike Edwards is available to 
answer technical questions 

from IIABL members. To 
submit a technical question, 

contact 
Mike Edwards, CPCU, AAI, at 
medwards65@aol.com or call 

(678) 513-4390. 
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and perhaps will not, adopt 
these critically important 
endorsements?

A.  As you will recall from 
Technical Advisory #320, 
the crux of the issue is the 
interpretation of the term 
“where you reside” as it 
relates to Coverage A on the 
dwelling.  Here are pertinent 
excerpts from the current ISO 
(Insurance Services Office) 
Homeowners coverage form:
 Section I – Property 
Coverages
 A.  Coverage A – 
Dwelling
 1.  We cover:
 a. The dwelling on the 
“residence premises” shown in 
the Declarations.
 Definitions
 “Residence Premises” 
means... The one-family 
dwelling where you reside

Exposure scenarios.  There 

http://www.iiabl.com/Information/Pages/InsuranceInfo/Technical/TA-320-New-Homeowner-Endorsements.pdf
http://www.iiabl.com/Information/Pages/InsuranceInfo/Technical/TA-320-New-Homeowner-Endorsements.pdf
http://www.iiabl.com/Information/Pages/InsuranceInfo/Technical/TA-320-New-Homeowner-Endorsements.pdf
http://www.iiabl.com/Information/Pages/InsuranceInfo/Technical/TA-320-New-Homeowner-Endorsements.pdf
http://www.iiabl.com/Information/Pages/InsuranceInfo/Technical/TA-320-New-Homeowner-Endorsements.pdf
mailto:medwards65@aol.com
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are many ways in which 
“non-residency” can arise, 
including the following 16 
situations:

• Nursing Homes
• Relocations
• Foreclosures
• Rentals
• Child Occupies 
Parents’ Home
• Parent Occupies 
Child’s Home
• Divorce
• Illness or Infirmary 
of Insured
• Death of Insured
• Trusts
• Homes Owned 
by LLCs and 
Corporations
• Seller Remains 
After Closing
• Seller Moves Out 
Before Closing
• Buyer Moves In 
or Takes Possession 
Before Closing

• Renovations 
/ Homes Under 
Construction
• Vacancy and/or 

Unoccupancy

There are several issues 
which contribute to the 
complexity of the situation:
 (1) The potential coverage 
gap is not widely known, 
even within the industry.
(2) Court cases that have 
been litigated so far are 
distinctly mixed.
(3) The endorsements 
developed by the industry 
are something of a 
compromise between the 
divergent recommendations 
and viewpoints held within 
the industry, thus they do 
not offer a solution that 

resolves all concerns.
(4) The “where you reside” 
language was added to 
the 1984 edition of the 
ISO Homeowners Policy, 
which replaced the HO 
1976 edition (and which 
did not have the “where 
you reside” language).  
In the HO-1984 filing, 
ISO made no reference 
to the three words being 
added to the definition of 
“residence premises,” so 
it could easily be argued 
that there was no intent to 
exclude coverage for the 
dwelling, only to reinforce 
the residency requirement 
in Eligibility Rule 104.  
That is, the home must 
be owner-occupied at 
inception to be eligible for a 
policy to be issued.
(5) Most court cases which 
have ruled against an 
insurer’s use of the “where 

continued on page 26
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you reside” language to 
exclude coverage for the 
dwelling have held the 
exclusion must be “clear 
and conspicuous,” not lifted 
from a definition.

To illustrate the limitations 
of the compromise 
endorsements, assume 
Jack and Jill buy a new 
home, but don’t move in 
immediately.  For example, 
the closing might take 
place on Monday, but they 
decide not to move in until 
Friday (perhaps waiting 
for their furniture to be 
delivered).  If the house 
burns down on Wednesday, 
there may be no coverage, 
since the mandatory 
endorsement (HO 06 48 
10 15 Residence Premises 
Definition Endorsement) 
requires that they “reside” 
in the home at policy 
inception. 

recommended solution would 
be to have the inception 
date and termination date on 
the endorsement schedule 
match the inception date and 
expiration date on the policy.  
In essence, this eliminates 
the “where you reside” 
language, and takes us “back 
to the future” in 1976, before 
this problem existed.

For insurers who do not 
currently interpret the 
“where you reside” language 
in the adverse way some 
insurance companies 
and courts have, the 
endorsements would not be 
needed.  However, that’s not 
to say that an insurer might 
not change its view, if so 
directed by home office.

Lastly, among the various 
parties within the industry 
who have been discussing 
this issue for several years, 

Ask Mike
continued
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On the other hand, the 
optional endorsement (HO 
06 49 10 15 Broadening 
Residence Premises 
Definition Endorsement) 
includes a time schedule 
for the inception date and 
the termination date of 
residency.  So if Jack and 
Jill anticipated a short delay 
in moving in, the inception 
date would be Monday, and 
the termination date would 
be Friday, thus the loss 
on Wednesday would be 
covered.  However, if the 
furniture did not arrive until 
the following Tuesday, and 
they still had not moved 
in, the loss might still be 
denied, since they did not 
reside in the house until 
after the termination date 
(Friday). Therefore, the 
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Ask Mike
continued

the agency-oriented parties 
offer a simple solution:  
remove “where you reside” 
from the definition of 
“residence premises,” since 
it was never intended to be 
used to exclude coverage.

Questions like yours are 
now the subject of much 
discussion within the 
industry.  Here are some 
of the better ideas and 
recommendations I have 
read about.

(1) Educate the agency 
staff.  (Or, “Nip it in the 
bud,” as Barney Fife would 
say.)  In other words, it is 
absolutely critical that all 
agency staff who deal with 
homeowners insurance have 
a solid understanding of the 
“where you reside” issue.  
There is a list of additional 
resources at the end of this 
article, which should be 

required reading, in My 
Perfect Insurance World 
(MPIW).

For example, reviewing 
the “exposure scenarios” 
(see above) which could 
create the coverage gap 
for Coverage A will help 
agency staff become alert 
to potential problems, both 
in writing new business 
and handling renewals.  
In many cases, a policy 
might have to be re-
written, where there is an 
unanticipated change of 
residency.   In some cases, 
the coverage might need to 
be placed in the Dwelling 
program.

A view expressed by many 
E&O defense attorneys 
is that the best E&O loss 

control tool an agency can 
have is a well-trained and 
conscientious staff.

(2) Educate insureds.  
Industry experts, including 
agency management 
experts as well as E&O 
defense attorneys, have 
long recommended that 
the agency contact each 
policyholder at renewal.  
As they say, “What’s good 
for business is also good 
for E&O defense.”  As an 
example, my independent 
agent sends out an 
oversized, full-color postcard 
prior to each renewal of my 
Homeowners (and Auto) 
policy.  It includes a short 
list of changes that I might 
have made over the past 
year that could require an 
update to coverages.  

So for agencies that 
already do annual reviews 

continued on page 28
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with insureds, adding one 
or two questions about 
residency would be simple 
to implement.  For example, 
here is a sample from one 
such questionnaire making 
rounds on various industry 
websites, blogs, discussion 
groups, etc.

1.  Will at least one 
named insured listed 
above reside at the 
location listed above at 
the inception date of 
the policy period shown 
above?
2.  Will any named 
insured listed above 
spend three or more 
consecutive months 
during the policy period 
at a location different 
from the location 
shown above?

(3) Notify insureds.  Some 
experts believe the potential 
problem for insureds could 

Ask Mike
continued
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be so catastrophic (total 
loss to house declined) that 
they recommend the agency 
send a formal Notice to all 
policyholders, alerting them 
to the problem, and urging 
them to contact the agency 
immediately if there is any 
question about residency.  
A few even suggest that 
the Notice be signed by the 
insured and returned to the 
agency.   For many, however, 
this procedure raises E&O 
concerns, especially the sign-
and-return approach, which 
has scary overtones like the 
dreaded UM election/rejection 
form. 

Those who argue for a 
formal Notice suggest that 
it include some or all of the 
“exposure scenarios” listed 
above.  These should help 

policyholders understand 
situations for which they 
should contact their agent.

In addition,  proponents of 
sending a formal Notice raise 
the legitimate question of the 
duty to warn insureds of a 
(newly discovered) potential 
risk to what is most likely the 
homeowner’s largest financial 
investment.

(4) Monitor information 
from each Homeowners 
market.  Based on what 
I’ve read in the industry 
literature, as well as 
comments and observations 
from colleagues, it appears 
that few Homeowners markets 
have adopted the new 
endorsements at present.  
Therefore, another action 
the agency should take is to 
monitor bulletins, notices, 
and other communications 
from markets, in order to 
remain current on what 
each market might be doing 
regarding adoption of the new 
endorsements. 

Additional information.
“Where You Reside” home 
page
“ISO Files Most Important 
Homeowners Change in 40 
Years”
“Where You Reside – White 
Paper”
IIABL Technical Advisory #320

Special thanks to Bill Wilson, 
ARM, CPCU, Director of the 
IIABA Virtual University.  
This Technical Advisory 
includes excerpts from some 
of the documents posted on 
Virtual University, used with 
permission.

These 
materials 
are 
intended for 
educational 
purposes 
only and 
should not 
be relied 
upon as 
legal advice. 
Please 
consult a 
qualified 
attorney for 
legal advice.

http://www.independentagent.com/Education/VU/Pages/featured-resources/reside/where-you-reside.aspx
http://www.independentagent.com/Education/VU/Pages/featured-resources/reside/where-you-reside.aspx
http://www.independentagent.com/Education/VU/Pages/featured-resources/reside/WhereYouReside2015.aspx
http://www.independentagent.com/Education/VU/Pages/featured-resources/reside/WhereYouReside2015.aspx
http://www.independentagent.com/Education/VU/Pages/featured-resources/reside/WhereYouReside2015.aspx
http://www.independentagent.com/Education/VU/SiteAssets/Pages/public/reside/where-you-reside/WhereYouReside.pdf
http://www.independentagent.com/Education/VU/SiteAssets/Pages/public/reside/where-you-reside/WhereYouReside.pdf
http://www.iiabl.com/Information/Pages/InsuranceInfo/Technical/TA-320-New-Homeowner-Endorsements.pdf
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many non-Louisiana and some Louisiana brokers, there is no Louisiana home state surplus 
lines premium to report for an entire calendar year. Act 386 eases the reporting burden on 
brokers, no longer requiring a quarterly reports, or “zero reports,” for any quarter in which 
a broker does no Louisiana business. A surplus lines broker is required to file at least an 
annual report by March 1st certifying the reporting of all business done - or the absence of 
any business during the preceding calendar year. 

And lastly, Act 193 created the new category of domestic surplus lines insurer who is 
authorized to write any type of insurance in Louisiana that may be placed with a surplus 
line carrier. The idea was pioneered in Illinois in the 1990s.  It has also been adopted in 
Oklahoma, Arkansas, Montana, North Dakota, New Hampshire, New Jersey and Delaware. 

As the surplus lines market adapts to developing issues, regulators will keep responding in 
ways that encourage innovation and growth. Particularly in hard markets, the surplus lines 
market clearly is a prosperous area in the insurance industry. And as emerging risks and 
exposures drive up the need for innovative solutions, the surplus lines market will continue 
to grow in importance.

COMMISSIONER JIM DONELON  (continued) 

IIABL New Member

Sun Provident Inc.
Baton Rouge
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