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Chapter
In this chapter you will learn general property insurance product knowledge pertinent to adjusters, including:
Section A:             Standard Fire Policy 

Section B:             Auto Liability Personal
Section C:               Personal Lines Coverage      
Section D:             Commercial Lines Coverage
Section E:               Inland Marine
Section F:               Ocean Marine
Section G:               Additional Coverage, Exclusions, and Extensions
Section H:                Bonds


A

Section

Texas Standard Fire Policy

The Texas Standard Fire Policy is a commercial fire policy.  It is used for a business risk in the commercial market. This policy is the foundation for all the commercial policies that you will study in the Texas Commercial Package Policy and in the Texas Business Owner’s Policy.

This policy has been around since before the 1850’s when typically the business owner lived either upstairs or in back of the business they owned.  The policy is used on the following:

1. On older type buildings.

2. Buildings in high crime areas.

3. Insured for perils insured against – you build add or add the perils you want and need.

4. No liability.  If liability is needed, you must write a separate commercial general liability (CGL) policy.

5. Monoline Policy.

6. Property Policy only.

7. Always excess if any other fire policy is used to cover the same risk.

The declarations “dec page” in this policy is always the first page and includes:

( 1 ) Policy Number.

( 2 ) Name and Address of Insurer.

( 3 ) Name and Address of Insured.

( 4 ) Policy Term.

( 5 ) Amounts of insurance and rates and premiums from each peril covered.

( 6 ) Co-Insurance Percentages (if applicable.)

( 7 ) Description and location of property covered.

          ( 8 ) Itemized list of all endorsements and premiums charged.

( 9 ) Name and Address of Mortgage (if any.)

(10) Agent’s signature and date.

Insuring Agreement

The Texas Standard Fire Policy “TSFP” is a contract of indemnity, which means the insurance company will restore the insured to the condition that existed just prior to the loss.  The loss will be paid on “Actual Cash Value” Basis (ACV) = (Replacement Less Depreciation) up to policy limits.

The following property / items are not covered by the “TSFP”:

1. Accounts, Money, and Currency

2. Securities, Deeds

3. Evidence of Debt

Definitions of This Policy

1.  Buildings

a.
Means the insured building and everything that is legally part of the building, except machinery not used in the service of the building.

b.
If a dwelling – not a commercial building – there is a 10% dwelling extension (just like the homeowners.)

2.  Household Goods

a. All personal property of the insured and member of the insured’s family.

b. That property that is usual to a residence.

c. Also a 10% household goods extension of off premises coverage (just like homeowners.)

3.  Contents

a. All property included in definition of household goods, plus the following: stock; furniture; fixtures; or machinery.

4.  Platform Clause

a. Insurance on stock furniture, fixtures, and/or machinery, while such property is:

1.
Contained in addition and extensions adjoining with the insured building.

2.
On platforms, sidewalks, alleys, and yards immediately adjacent to the buildings.

3.
In railroad cars or other vehicles within 100 feet of insured described building.

5. Furniture, Fixtures, and/or Machinery

          All property not included as part of “Buildings” or “Stock.”

6. Motor Vehicle

a. Any motor vehicle, except:

1.
Motorized equipment operated principally on the premises of the insured; and

2.
Not subject to licensing for use on public roads.  Did you know:  Most insurers cover such vehicles as tow motors and golf carts if used by the insured for his or her business on the insured premises only.

 Special Conditions:

1. Removal Clause

Allows the insured and their representative to remove items from the claim site in order to protect it from further harm.

NOTE: Covers insured property for up to 5 days removed from premises.

2. Unearned Premiums Clause

That part of the original premium not yet earned by the insurance company and which is, therefore, due to the policyholder if the policy should be cancelled.

3. Pro-Rata Distribution Clause

A provision used in writing of blanket form policies under certain circumstances to divide the amount of insurance carried in the policy among several subjects of insurance, in the proportion that the value of each subject of insurance bears to the total of all items covered under the policy. Withdrawn from use in most states in 1978.

4. Consequential Loss Clause

A financial loss occurring as the consequence of some other loss. Often referred to as an indirect loss.

NOTE: Coverage not covered for loss resulting from utility failure, including heating and cooling failure occurring away from the premises.

5. Residential Community Property Clause 


6. Liberalization Clause

An insurance policy clause that extends broader legislated or regulated coverage to current policies. If they do not affect premiums, an endorsement is not required.
7. Co-Insurance Clause

A provision in most property and inland marine policies that requires property to be insured at a specified percentage of its full value (usually 80%, 90% or 100%) in exchange for a rate credit. If at the time of a loss it is determined that the insured carried inadequate limits, the loss recovery will be a percentage of the total loss amount, calculated by dividing the actual insured amount by the required amount.
8.  Debris Removal

A clause often added to a policy or included in the policy or included in the policy form under which the company assumes liability for the removal of debris resulting from damage to the property covered by the insured peril. 
9. Nuclear Clause

a. Applies only to two perils (fire and lightning) and,

b. Fire resulting from nuclear reactions is covered by the policy.

10. Nuclear Exclusion Clause

a. Exclusions under all perils insured against except fire and lighting.

Specialized Coverage Conditions

1. Extended Coverage (EC)

A clause in an insurance policy or an endorsement which provides extra or additional coverage for other hazards or risks than those provided for under the basic provisions of the policy.

NOTE: 
-EC is not in addition to the amount of fire insurance written.

-EC simply extends the coverage of perils insured against on the insured property. 

2. Apportionment Clause

The insurer will not pay more that the “limit of insurance” stated in the policy. 


Non-Concurrent Basis: when insurance is not written with the same limits on the same risk (i.e., $100,000 for fire and lightning - $50,000 on EC claims - $25,000 for theft losses)


Concurrent Basis: when all insurance is written for the same limit for all losses.

3. Glass Clause

Provides insurance for broken glass.  In many cases the company replaced the actual glass rather than making a cash settlement of the claim. Sometimes referred to as plate glass insurance.

NOTE: This coverage shall apply as excess insurance.

4. Dwelling Extension


Shall not apply to any structure extending partially or wholly over water.

5. Explosion 

Insurer shall not be liable for loss by explosion if such explosion is owned or operated by the insured. The insured would be covered only with a Boiler & Machinery Policy.

6. Riots and Civil Commotion 

Insurer shall be liable for such losses. However, loss resulting from fire shall not be covered unless fire and lightning are also perils insured against.

7. Smoke Damage

Will only be paid if it is by a sudden, unusual and faulty operation of any heating or cooking unit on the described premises.

  
8.  Aircraft and Land Vehicles

Only losses will be paid if not owned or operated by the insured.


9.  Rents or Rental Value

Insurer is liable for loss of rents or rental value if added by endorsement and a premium is paid.    

  
10.  Mortgage Clause

Gives the mortgagee the right to file a proof of loss within 91 days (if the insured fails to do so.)

        
11.  Cancellation Clause

The mortgagee must be given:  

1. 14 days advance notice for non-payment of premiums; and 

2. 30 days advanced notice for any other reason.

Basic Condition

1. Concealment and Fraud can void policy.

2. Specifically Identified

Some items / property must be specifically identified to be covered, (such things as:  cloth awnings; records and books; manuscripts; bullion; motor vehicles; and aircrafts.)

                               3.   Vacancies and Unoccupied

a. Vacancy refers to any type of property or unit that contains no people and no contents (Example: A mortgagor abandons their property because the mortgagee has began foreclosure proceedings)

b. Unoccupied – furnished but not lived in. (example: A family takes a vacation for 6 weeks, their dwelling is unoccupied)

c. The Standard Fire Insurance Policy prohibits vacancy and non-occupancy beyond a specified period.

d.  VMM coverage will cease after vacant more than 60 days.

4. Pro-Rata Liability Clause

When more than one insurance company covers a property, the clause provides a formula for sharing liability among the companies.

5. Appraisal Clause

Can be added by endorsement
6. Replacement Clause

Can be added by endorsement.

7. Abandonment

The act of relinquishing title to damaged or lost property by the insured to an insurance company for the purpose of claiming a total loss. However, some policies provide that there can be no abandonment to the company.

8. Loss Payable Clause

A clause in an insurance contract providing for payment of a loss for which the insurer is liable.

9. Lawsuits

Must be filed within 2 years and 1 day.

10. Subrogation

Developed as an equitable doctrine subrogation facilitates an adjustment of rights in order to avoid unjust enrichment. To subrogate means, “to substitute”. So subrogation substitutes one person for another, with respect to a claim or right that the second person has against a third party.

Bottom of Form

             11.   TSFP is a Liquidated Demand Policy

Extended Coverage’s
Extended Coverage’s are considered to be a package of 9 additional perils to a fire policy.  It covers the insured property from a direct loss resulting from:

RIOT, EXPLOSION, VEHICLES, CIVIL COMMOTION, HURRICANE, SMOKE, HAIL STORM, AIRCRAFT, WIND or WINDSTORM
*** Helpful Hint: “REV CH SHAW”
NOTE: (Fire, Lightning, & “VMM” Vandalism, and Malicious Mischief ARE NOT Extended Coverages)

Endorsements

Endorsements are used to change or modify a policy.

1.  Special Extended Coverage 



Provides “all risk” coverage for described building and/or contents.

2.  Business Interruption



a.  Weekly loss


b.  Losses and property covered 



c.  Earnings (monthly limitation)



d.  Single item gross earning
3.  Business Owner’s Coverage

a. Pays for additional expenses, which are necessary for business to continue its operations.

b. Examples of covered expenses are phones, office rent, employee salaries and wages.

NOTE: Does not cover owner’s salary or draw.
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Auto Liability (Includes Texas PAP)

Introduction

Texas law requires you show proof of financial responsibility if you own an automobile, and if you still owe money on your vehicle, your lender demands it. This does not mean you must buy car insurance. There are other ways to prove financial responsibility.  Car insurance is a way of proving “financial responsibility.” There are four ways to prove financial responsibility.

1. A surety bond

An instrument providing for monetary compensation should there be a failure to perform any specific acts within a stated period.

2. Deposit of Cash or Securities

3. Self Insurance

4. Purchase Automobile Liability Insurance 

A type of personal and business insurance coverage for liability in connection with automobile ownership. Each driver must be covered or driving a car with permission from the vehicle owner.  The minimum acceptable insurance policy is 30,000/ 60,000/ 25,000. 

What Auto Insurance Pays

Auto insurance pays for damages, injuries, and other losses specifically covered by an auto insurance policy. Some coverage - such as liability insurance - are required, while others are optional. Please read your policy carefully to know what it covers. Pay special attention to the exclusions, which describe things your policy doesn’t cover. 

Texas Requires Proof of Financial Responsibility!
If you drive in Texas, you must show you can pay for accidents you cause. Most Texas drivers do this by buying auto liability insurance. The law requires minimum coverage of $30,000 per injured person, up to a total of $60,000 for everyone hurt in an accident, and $25,000 for property damage. This basic coverage is called 30/60/25 coverage. 

· Did you know…Basic coverage might not be enough if you are held liable for an accident?  Everyone should consider buying more than the basic limits. 

Your insurance company will send you a proof-of-insurance card listing the covered automobiles and drivers and showing the policy number and expiration date. Your policy or a temporary binder also is acceptable evidence of insurance. You’ll have to show proof of insurance when you: 

1.  Are asked for it by a law enforcement officer 

2.  Have an accident 

3.  Register your car or renew its registration 

4. Get your car inspected.
Texas law provides severe penalties for violating financial responsibility laws: 

a. First Conviction: $175 to $350 fine. 

b. Subsequent Convictions: $350 to $1,000 fine, driver’s license suspension, and impoundment of your automobile.

· Did you know…Your Texas policy automatically meets the financial responsibility requirements of other states and Canada?

Cutting Your Car Insurance Costs

Most insurance companies set their own rates, within a range of 30 percent above or below "benchmark rates" determined each year by the Texas Commissioner of Insurance. 

Companies called county mutuals are an exception. They set their own rates, without limitations. Most county mutuals generally charge more than other companies. If your insurance company is a county mutual, you should shop for coverage with a standard or preferred company that offers lower rates. 

What are standard, preferred, and nonstandard companies?

A preferred company offers the lowest rates.

A standard company’s rates are somewhat higher than a preferred company’s. 

A nonstandard company sells at high rates to drivers with poor driving records or other problems. In Texas, a nonstandard company is likely to be a county mutual. 

Many insurers actually are groups of companies. An insurance group might consist of a preferred company, a standard company and a county mutual.
Auto insurance carriers offer discounts to individuals who pose less of a risk. Being eligible for more than one discount can have a substantial impact on premiums and lower rates significantly as they add up. The following is a list of some of the more common discounts offered:

· Good Driver: A motorist that has been licensed for at least three years and has a clean driving record is often offered a rate reduction.

· Good Student: Motorists attending school and maintain a "B" or higher grade point average can obtain a lower rate with certain providers. Proof may be requested by the insuring company.

· Vehicle Safety Features: Particular insurers may apply a reduction to a premium on Personal Injury Protection (PIP) and Medical Payments for having safety features such as air bags and automatic seatbelts. 

· Anti-Theft Devices: Various carriers may reduce rates on Comprehensive coverage on vehicles equipped with low-jack, a GPS tracking system or an alarm. The insurer may request proof of installation.

· Anti-Lock Brakes (ABS): Property Damage and Bodily Injury policies can be cheaper for automobiles with an anti-lock braking system.

· Driving Courses: Completion of a state approved driving course can provide a discounted premium on Property Damage, Personal Injury Protection, Collision, Bodily Injury, and Medical Payments. This applies to motorists under the age of 25 and "mature" drivers. Certificate of completion may need to be submitted to the insurer.

· Multi-Car: Many companies may offer a discount for having more than one vehicle on the same policy.

· Low Annual Mileage: A low number of miles translate into less time on the road and a lower likelihood of being involved in a collision.

Discounts may vary depending on the company as some companies may not offer a particular discount whatsoever, while others may apply discounts at different amounts. Consumers should also be aware that a provider offering a discounted rate does not necessarily mean that they are the cheapest in comparison. Many companies may offer cheap rates without even discounting the price of coverage.

Texas Auto Insurance (Understanding Your Policy)
Every insurer will create each policy the way they want it to be written. They will define each section of the Texas Personal Auto Insurance Policy.

What makes up a policy?

The first section, usually the front page of your policy, is called the declarations page; or “ dec page.” It lists a great amount of useful information including: 

1. Name of the insurance company 

2. Your policy number 

3. The length of time the policy covers 

4. Your coverage’s and limits of coverage 

5. How much the company is charging per coverage 

6. Any deductibles 

7. The vehicle(s) insured on the policy. 

The next section is a main part of the contract. This section is generally known as the second insuring agreement and contains several subparts. One subsection usually explains who and what is covered. 
The insuring agreement also identifies exclusions, which are specific events and circumstances the policy will not cover. These exclusions are listed to help avoid confusion about what is and what is not covered. 

What does the policy cover?

All auto policies contain coverage forms. These forms spell out, in detail, coverage’s generally provided for in each automobile insurance policy. According to the Texas Department of Insurance, there are eight common types of coverage. You can select and pay for each coverage you want. Some are required by law and some are optional. These common types include:
Liability Coverage: 

Pays: Other people’s expenses for accidents caused by drivers covered under your policy. This is the only auto insurance required by Texas law.

1. This is the least amount of coverage required by law to be obtained by all drivers. 

2. This coverage provides protection against losses to an insured, caused by bodily injury or property damage to someone else that arises out of the use of an insured vehicle.

3. The minimum liability limits required by the state of Texas are bodily injury limits of $30,000 per injured person, $60,000 for everyone hurt in an occurrence and property damage of $25,000. This is also known as 30/60/25 coverage. 
4. The insurance company will pay amounts for which you are legally responsible, up to your policy’s dollar limit.  These may include the other party’s:
1.
Medical and funeral costs, lost wages, and compensation for pain suffering 

2.
Car repair or replacement costs and rental

3.
Punitive damages awarded by the courts

5. Liability also pays attorney fees if you are sued and bail up to $250 if you are arrested.

· Did you know…you, your family members, and anybody else driving with your permission, are covered even if they don’t have their own liability insurance? 

· FAQ;    If I have an accident while driving a friend´s car, will my policy pay? What if my friend has a wreck while driving my car?
In most cases, the vehicle owner´s insurance pays for losses, regardless of who was driving. This means that if you´re in wreck while driving a friend´s car, your friend´s policy will usually pay. If you have an auto policy, your insurance would pay any remaining amount that exceeds your friend´s policy limits. If your friend does not have insurance and you´re involved in an accident while driving his or her car, your policy will pay. Likewise, if a friend has an accident while driving your car, your policy will pay first, and your friend´s policy will pay any remaining amount that exceeds your policy limits. If you do not have insurance and your friend is involved in an accident while driving your car, your friend´s policy will pay.

Law Updates:
Family members would be: Your spouse, blood relatives, in-laws, adopted children, wards, and foster children living in your home, even if not named on the policy. "Spouse" includes a spouse living elsewhere during a marital separation. Also covered are family members attending school away from home.

2. Medical Payments Coverage: 
· Pays: Medical and funeral bills arising from motor vehicle accidents, including those in which the victim was a pedestrian or a bicyclist.

· This provides coverage for various medical bills or funeral expenses incurred by the insured and others as a result of an accident, regardless of negligence or liability on the part of the insured.

3. Personal Injury Protection (PIP): 

Pays: Same as medical payments coverage, plus: 

· 80 percent of lost income 

For non-income earning claimants: (example: spouse that is home full time)
· The cost of hiring someone to take on the household and caregiver responsibilities of an injured person.

Important Law Updates
An insurance company must offer you $2,500 in PIP, but you can buy more. If you don’t want PIP, you must reject it in writing.

4. Uninsured/Underinsured Motorist (UM/UIM): 

Pays: Your losses from an accident caused by a hit-and-run driver or an uninsured motorist, up to your policy’s dollar limits. Also pays if the other driver did not have enough insurance to cover all your expenses. 

· Bodily injury UM/UIM pays without deductibles for medical bills, lost wages, pain and suffering, disfigurement, and permanent or partial disability. 

· Property damage UM/UIM pays for auto repairs, a rental car, and damage to items carried in your car. There is an automatic $250 deductible. This means you must pay up to $250 of the repairs yourself.

· Did you know… This covers you, your family members and passengers in your car and anybody driving with your permission?

Important Law Information

Insurers must offer UM/UIM coverage, but you can reject this coverage in writing.

· Did you know…Your UM/UIM insurance pays for a hit-and-run accident only if you promptly report it to the police?
5. Collision (Damage to Your Auto): 
 Pays: for losses suffered as a result of damage to your covered vehicle caused by colliding with another object or overturning the vehicle. 

· Collision is considered an optional coverage

· Lender requirement.  Financial institutions require this if an auto loan is provided to purchase the vehicle. 

· Collision coverage pays the lesser of (1) the cost to repair the damaged vehicle or (2) the actual cash value (ACV) of the lost, stolen or damaged vehicle. 

· Did you know…This also covers non-owned autos, such as a rental car or a borrowed vehicle? 


6. Comprehensive (Physical Damage Other than Collision): 

· Comprehensive is considered an optional coverage. 

· Pays for physical damage to your vehicle caused by items other than collision or upset, such as fire, theft, vandalism, hail, falling objects, or hitting an animal. 

· Did you know…Comprehensive also pays for rental car or other temporary transportation in the event your vehicle is stolen? 

7. Towing and Labor: 
· Pays: to reimburse you for towing expenses involved in an emergency situation relating to an automobile accident. 

· It also pays for labor charges, such as changing a tire, where your vehicle has been disabled. 
8. Rental Reimbursement: 
· Pays:  a set daily maximum rate for a rental car if your vehicle is damaged due to an accident covered by your automobile policy. Texas max is $20 daily and $600 maximum. (Total is 30 days coverage)
· Rental reimbursement is considered an optional coverage.

· It will also provide coverage for a replacement vehicle if your vehicle is stolen. 

· There is generally a per-day and per-accident maximum regarding the amount of coverage.

	Available Coverage’s with a Texas Personal Automobile Policy

	Type of Coverage
	Pays For
	Covers
	Required?

	Liability
	Other people’s medical expenses and auto repairs, attorney fees, and $250 bail
	You, your family, and others driving with your permission
	By state law
Compulsory

	Uninsured/Under-insured Motorist
	Medical and funeral expenses, car repairs, car rental and replacement of damaged contents
	You, your family, and your passengers
	No, but company must offer

	Medical payments
	Medical and funeral expenses
	You, your family, and your passengers
	No

	Personal Injury Protection (PIP)
	Medical and funeral expenses, 80% of lost wages, homemaker/caregiver services
	You, your family, and your passengers
	No, but company must offer

	Collision
	Car repair or replacement after an accident
	Your car, regardless of driver
	By lenders

	Comprehensive (Physical Damage other than Collision)
	Car repair or replacement after fire, hailstorm, theft, or other non-collision event; rental car after theft
	Your car
	By lenders

	Towing & Labor
	Towing and labor charges when your car is disabled
	Your car
	No

	Rental Reimbursement
	A rental car if your auto is undergoing repair for covered damage
	You and your family members
	No


Penalties for Not Complying With the Law

The State of Texas imposes severe fines for not complying with the state’s financial responsibility laws.  These penalties may include:
• Fines up to $1,000,
• Suspension of Driving Privileges
• Impoundment of your automobile

PERSONAL AUTO POLICY

COVERAGE D – DAMAGE TO YOUR AUTO

Coverage available:

A.
Collision – (1) upset of “covered auto”

       (2) collision of the “covered auto” with another object

B.
Other than Collision – any other direct and accidental loss to “covered auto,” except as excluded

Exclusions:
	Perils
	Property
	Uses

	1.
wear and tear

2.
freezing

3.
mechanical breakdown

4.
electrical breakdown

5.
road damage to tires

6. war, revolt and nuclear incidents

7.  terroristic acts
	1.
non-permanent stereos, radios and sound reproducing equipment.

2.
tapes and discs

3.
undescribed trailers and camper bodies

4.
non-owned autos, including temporary substitutes

5.
trailer attachments

     6.  non-permanent   telephones
     7. fuzz busters
     8. custom furnishings of

Pick-ups/vans (if cost not  
  included)
	1.
carrying persons or property for a fee, unless that is not the primary usage.
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Texas Personal Line Coverages

Homeowners Insurance protects you from losses caused by storms, fire, theft, and other events outlined in your policy.  It is important to know what’s in your policy.  Make sure you as a customer read your policy carefully and understand your specific coverage.  It is also important to know your rights.  Texas has a Consumer Bill of Rights for homeowners and renters insurance.  Your company must send the Bill of Rights with your policy or renewal.

Please don’t wait until you have a claim to review your policy and to know your rights.

Texas Homeowners Policies

Coverage Definitions
1. Dwelling 

Pays for damage to your house and any outbuildings, such as detached garages and storage sheds.

2. Personal property 

Pays when household items, including furniture, clothing and appliances, are damaged, stolen, or destroyed.

3. Liability 

Protects you against financial loss if you are found legally responsible for someone else´s injury or property damage. A homeowner’s policy automatically provides $25,000 in coverage. You can buy up to $1 million in coverage for an extra premium.

4. Medical payments 

Pays medical bills for people hurt while on your property. It also pays for some injuries that happen away from your home, such as your dog biting someone. A basic homeowner’s policy pays $500 in medical bills. You can pay extra and get up to $5,000 in medical payments coverage.

5. Loss of Use 

Pays living expenses if your home is too damaged to live in during repairs. The most common policy pays up to 20 % of the amount for which your house is insured.

6. Replacement Costs 

The cost to repair or replace an insured item.
7. Appraisal   

The amount of loss. (stating separately the actual cash value and loss of each item)

8. Proof of Loss 

Documentary evidence required by an insurer to prove you have a valid claim. Proof of loss is considered time period certain. For your required dates refer to your policy.

9. Policy Provision

The different sections related to items/perils that are covered in a policy.

10. Optional provision

The different sections related to items/perils that can be added at your option in a policy.

Types of Homeowners Insurance Coverages
Companies can sell several types of policies in Texas, each with a different level of coverage. 

· HO-A policies provide extremely limited actual cash value coverage of your home and its contents. Only the types of damage specifically listed in the policy are covered. 

· HO-A amended policies provide more extensive coverage than the base HO-A policy but less coverage than an HO-B. 

· HO-B policies provide replacement cost coverage for most types of damage, except those specifically excluded in the policy. 

· HO-C policies provide the most extensive coverage, but are more expensive than other types of policies. 

· National policies are policies of national insurance organizations or large national companies that the Commissioner of Insurance has approved for sale in Texas. Coverage provided by these policies may differ considerably from one another and from the coverage provided in standard Texas homeowner’s policies.

Generally, HO-B policies provide the most coverage for the price, but some companies may not offer the HO-B policy.

To compare coverages for policies approved for sale in Texas, visit the Office of Public Insurance Counsel (OPIC) website  www.opic.state.tx.us 

What Homeowners Policies Do and Don’t Cover

	Most Policies Cover Losses Caused by
	Most Policies Do Not Cover Losses Caused by

	Fire and lightning
	Flooding

	Damage by aircraft & vehicles
	Earthquakes

	Vandalism and malicious mischief
	Termite damage

	Theft
	Damage by insects, rats, or mice

	Explosion
	Freezing pipes while your house is unoccupied (unless you turned off the water or heated the building)

	Riot and civil commotion
	Wind or hail damage to trees and shrubs

	Smoke damage
	Losses if your house is vacant for 60 days or more

	Windstorm, hurricane, and hail
	Wear and tear or maintenance


Most policies will not cover mold remediation beyond that necessary to repair or replace property damaged by a water loss otherwise covered by the policy. The HO-A policy offers no coverage for mold remediation or for damage caused by sudden and accidental water leaks, although some companies may offer that coverage as an endorsement to the base HO-A policy. If you have an HO-B policy, you will be able to buy additional coverage in increments of 25 percent, 50 percent, and 100 percent of your policy’s limits to cover mold remediation. If your client has questions or concerns about how a mold claim is being handled, or they need information about how to minimize mold losses, simply have your client contact their insurance company or agent for a set of guidelines regarding mold claims. 

IMPORTANT LAW UPDATE:

If you have an HO-B policy that was bought or renewed before January 1, 2002, your policy may cover mold remediation up to your policy limits without an added endorsement. Ask your agent or company whether your policy covers mold.

CLUE®

Many companies use the Comprehensive Loss Underwriting Exchange (CLUE) to review an applicant’s claims history. CLUE lists the property insurance claims history of houses – regardless of ownership – and individuals for the preceding three years.

Federal law gives you the right to challenge wrong information. If an insurance company based part of its decision to deny you coverage on a CLUE report, you can get a free copy of the report by calling the ChoicePoint Consumer Center or visiting its website

1-800-456-6004
www.choicetrust.com
Before calling, get the CLUE reference number from the company’s denial letter or from the company. Using the reference number will speed the process by making sure you are requesting the right report.
CLUE is a registered trademark of Equifax Inc.

Other Policy Types

In addition to the Texas homeowner’s policy, there are other types of policies to protect you from losses to your Texas residence.

· Renter’s

A landlord‘s insurance does not cover a renter’s personal property. Renters insurance covers your belongings, provides liability protection, and pays extra living expenses if a fire or other disaster forces you to move temporarily from your rented home. 
·  Condominiums  

Condominium insurance matches the benefits of renters insurance, and also covers damage to improvements, additions, and alterations to the condominium unit. 

·   Townhouses
Townhouses may be insured by either an individual Homeowner’s policy or an association Master policy. If a townhouse is owner-occupied and the townhouse association does not have a Master policy on the building, you can purchase a homeowners policy on your individual unit. If the Association has a Master policy, you should get a Texas Tenant Homeowners policy to insure your personal property. 

· Mobile Homes
Mobile homes without wheels and resting on blocks or a permanent foundation qualify for a Homeowner’s policy. However, most mobile homes are insured by a mobile homeowner’s policy. A mobile Homeowner’s policy is an Auto policy that covers Mobile homes used as residences. Mobile home policies offer extremely limited coverage. 

· Farm and Ranch Owners

Farm and Ranch Owners policies insure homes outside city limits on land used for Farming and raising livestock. You can pay extra and obtain coverage for certain Farm Equipment and Outbuildings. 

To qualify the property it must be:

1. Located outside the limits of a city, and at least 10 acres.
2. Used for growing fruit, vegetables or their produce, raising of poultry, or livestock, dairying, general farming, timberland, grassland, or land turned back to pasture and not cultivated. In addition, the policy homeowners type coverage for an owner-occupant of a one or two family dwelling. Maximum acreage is unlimited, higher premium for acreage in excess of 160.

· Maintain Adequate Coverage
Buy enough coverage to avoid a major financial loss if you have a fire or other loss. This means keeping a realistic dollar amount of coverage on your house.

· Replacement Cost Coverage of Your House
Texas standard HO-B and HO-C policies provide replacement cost coverage for your house, up to your policy’s dollar limits. Replacement cost is what you would pay to rebuild or repair your home, based on current construction costs. Replacement cost is different from market value. It does not include the value of your land. If you are not sure of the amount it would cost to rebuild your home, your company or agent usually has construction cost tables to help you figure the cost.

Note: To receive full payment (minus your deductible) for a partial loss, such as a hail-damaged roof, you must insure your house for at least 80 percent of its replacement cost. If you insure your house for less than 80 percent of the full replacement cost, the insurance company will pay only part of the expense of a partial loss.

· Did you know…unless you buy an endorsement increasing your coverage, HO-A policies only provide actual cash value coverage? Actual cash value is the replacement cost of your property minus depreciation. 

· Your Policy’s Dollar Limits are Important
Example: 

If you insure your house for $100,000, that’s the most you will get if it is destroyed, even if it would cost more to replace it. The Declarations Page on the front of your policy shows how much coverage you have. Talk with your agent or company representative if you have any questions about your insurance limits. If a fire destroys your home, Texas law requires the insurance company to pay the full amount of the policy - even if this amount is more than the replacement cost.

Most importantly for all consumers, don’t wait until you have a claim to learn your policy’s limit.

· Replacement Cost Coverage for Your Personal Property
Homeowner’s policies automatically cover household contents (i.e., furniture, clothes, appliances, etc.) up to 40% of the dwelling coverage. You may be able to pay extra and purchase replacement cost coverage that ignores depreciation which will pay you for a new replacement identical to the one you lost.

Example: 

If you insure your home for $100,000 (dwelling), its contents are insured for up to $40,000. You can get more coverage by paying a higher premium. This automatic coverage pays only the actual cash value of damaged, stolen, or destroyed household goods. Actual cash value is defined as:
· Replacement Cost - Depreciation. ( ACV = RC – D )

Replacement Cost coverage gives you more protection than Actual Cash Value coverage. The following example illustrates both ACV & RC

EXAMPLE: 

A thief steals your six-year-old television. With Actual Cash Value coverage, you get only what you would expect to pay for a six-year-old television. With Replacement Cost coverage, the insurance company pays to replace your television with a new or similar to the one stolen.

Important Guidelines & Claims Deadline Notices

Companies generally want proof that you replaced an item before paying your claim in full. However, if you have an HO-B policy, the company must advance you the first $1,500, plus the depreciated value of any other damaged property, without requiring proof of replacement. After that, the company must pay you within five business days after receiving proof you replaced, restored, or repaired the property. A company can offer to replace the items instead of paying cash, but the choice is yours.

· Inventory Your Property
Many people learn after a fire or storm that they didn’t have enough personal property coverage. Making an inventory will help you decide how much insurance you need. It also will simplify claims.

Note: Your inventory should list each item, its value, and serial number. Photograph or videotape each room, including closets, open drawers, storage buildings, and your garage. Keep receipts for major items in a fireproof place. We suggest keeping the video/receipts off premises in your safe depository box, etc. 

(EXAMPLE: as low as $500 “blanket” coverage for all your jewelry.)

· Did you know…Texas Homeowners insurance on certain items like jewelry and furs are limited. You may be able to buy more coverage for an extra premium.

Other Types of Insurance Texas Consumers Need

1. Flood Insurance
Texas ranks at or near the top of the nation in weather-related property damage each year. A large portion of this damage is due to flooding.

NOTE: Homeowners policies do not cover flood damage. However, the National Flood Insurance Program (NFIP) offers flood coverage in many areas. Local insurance agents sell NFIP flood policies in your area
· Did you know…if a lender determines that a property is in a special flood hazard area, the borrower is required to purchase flood insurance.  A special flood hazard area has a 1% chance of being inundated by flood.

2. Hurricanes and Windstorm Insurance
The Texas Windstorm Insurance Association (TWIA) is the state’s insurer of last resort for Wind and Hail coverage in the 14 Coastal Counties and parts of Harris County on Galveston Bay. TWIA provides Wind and Hail coverage when insurer excludes it from Homeowners and other Property policies sold to Coastal residents. When a hurricane enters the Gulf of Mexico (80 degrees longitude and 20 degrees latitude), you can no longer change or purchase new coverage.

Note: If you plan to build, add to, or renovate a home or other structure, you or your builder should request an inspection by a TDI windstorm inspector or a Texas licensed professional engineer appointed by TDI. 

3. Earthquake Insurance
If you are concerned about earthquakes, you can get coverage with a separate policy. The cost is relatively low because earthquakes are rare in Texas.

4. Extra Coverage (Endorsements)
You might want more coverage for certain items than your policy provides. For an extra premium, you may be able to buy endorsements that expand or increase the coverage on these items. Some of the most common endorsements expand or increase coverage for jewelry, fine arts, camera equipment, coin or stamp collections, computer equipment, radio and television satellite dishes and antennas.

5. Personal Umbrella Liability Insurance
If you require more liability coverage than a Homeowners policy, you can buy a separate Umbrella policy. 

TEXAS DWELLING POLICIES

(TDP)

The Texas Dwelling Policy is the foundation policy for all homeowner’s policies.  Before 1947, this was the only available homeowner’s policy.  This policy is still used when insuring some rental properties, homes located in high crime districts, low value dwellings, towns with older homes below the normal mortgage average, and homes built before 1960, and or mortgage balance lower than $60,000.  Some mobile home parks have this policy for their homeowners.

Property Coverage (definitions)

Eligibility
A dwelling policy may be issued for the following residential property and their contents:  one or two family dwellings; duplexes; individually owned townhouse units; garage apartments; mobile or trailer homes that are stationary with wheels removed and on blocks;  outbuildings and structures used in connection with the above occupancies;  and land and outside improvements.  Also, residential dwelling property used in part for business purposes if: 

1) Permitted occupancies does not exceed 500 square feet of space

2) Does not occupy more than 50% of the total floor space, whichever is less 

NOTE: This policy provides coverage for dwellings only, no liability and no theft of personal property.

Permitted Incidental Business Occupancies are:

1.  Doctor Offices



4.  Music or Dance Studios

2.  Dentist Offices



5.  Private Schools

3.  Telephone Exchanges


6.  Churches

Ineligible Risks for Dwelling Coverage are:
1.  Houseboats.





2.  Boat houses on floating supports.

3.  Townhouse units insured by Townhouse Associations.

4.  Condominium Units.

5.  Apartment houses with three or more units.

6.  Dwelling under construction.

Definitions
You/Your – 

Names insured shown on declarations, and a spouse of a resident of same household.

We, Us, Our – 

The insurer providing the insurance for the insured.

Business day – 

A day other than Saturday, Sunday or a Holiday recognized by the state of Texas.

Dwelling Policy Conditions:

1. Policy Period 

All policies begin and end at 12:01 a.m. The only exception to this timeframe is a binder of coverage.

2. Liquidated Demand 

For total losses

3. Concealment or Fraud 

Can void the insurance contract if either before or after the loss.

4. Insured’s Duties After a Loss 

Must give prompt notice to the insurer or agent and the signed proof of loss with 91 days of a loss.

5. Insurance Company Duties After a Loss 

Insurer agrees to provide written notice within 15 business days as to, 

1. Whether the claim will be paid or 

2. Has been denied or

3. Whether additional information is needed.

6. Loss Settlement 

Loss of covered property will not exceed the smaller of the following amounts:  

1. The Actual Cash Value (ACV)

2. The cost to repair or replace

3. The specified limit of liability shown in the declarations.

7. Insurer’s Option 

(Pair or Set)  In the event of a loss of a pair or set, the loss shall be a reasonable and fair proportion of the value of the pair or set.

8. Appraisal Clause 

1. Either insured or insurer can demand an appraisal if they fail to agree on an amount of loss

2. Each party selects an appraiser

3. The two appraisers will select an umpire. 

9. Other Insurance 

Each insurer will pay only the proportion of the loss that their limit of insurance applies.

10. Loss Payment 

Requires insurer to make payment of the loss, no later than the 5th day.

11. Suit 

Any action brought against the insurer must be started within “2 years and 1 day.”

12.  Waiver of Subrogation Rights Clause 

The insurer waives (gives up) all rights of recovery against a third party for a loss paid to the insured.
13. Abandonment Clause
Used in Marine Insurance only. Not used in Homeowners Policies. The insured can abandon property to the insurer and claim payment for a total loss. (subject to certain restrictions) The insured must notify the insurer of the intent and the insurer is not obligated to accept the abandoned property. 
14.  Vacancy Clause - (NO PEOPLE / NO CONTENTS)
If insured dwelling has been VACANT for 60 consecutive days or more immediately before the loss, the perils of fire, lightning, VMM will not be covered.

 NOTE:  All other perils insured against will be covered.

15.  Mortgagee Clause 

1. Insurer agrees to pay any covered loss to the mortgagee as their interest may appear.  

2. Mortgagee can submit sworn proof of loss within 91 days.  

3. Mortgagee is given at least 30 days written notice of non-renewal.

16. Cancellation 

1. Insured can cancel at any time by giving notice to the insurer.  

2. Insurer can cancel by giving written notice at least 10 day for non-payment of premium or 30 days for any other reason.
17. Non-renewal 

Insurer must give insured at least 30 days written notice prior to expiration date.
18. Assignment 

              Check made payable to:

Will not be valid without insurer’s written consent.

Coverage Sections

· Coverage A is the dwelling - additional 10% coverage for dwelling extension.


· Coverage B is the personal property - additional 10% coverage for off premises.

Extensions of Coverage

TDP - 1 (Limited)  &  TDP - 2 (Broad Form) extends coverage for the following:


1.  Debris Removal


2.  Improvements


3.  Reasonable Repairs


4.  Property Removed


5.  Consequential Losses

TDP  -  3 (All Risk Forms) extends coverage for the following:


1.  Same as TDP 1 & TDP 2, plus,


2.  Loss of Use - 20% of amount on dwelling. 


3.  Trees, Shrubs, Plants, Lawns (5% of dwelling amount, but limited


     $250.00 for any ONE tree, shrub or plant) - deductible clause


     DOES NOT APPLY.

Perils Insured Against

A.  TDP  -  Form 1 - Limited

1. Fire & Lightning

2. Extended Coverage (if additional premium is paid)



a. Smoke


b. Windstorm, Hurricane, Hail



c. Explosion


d. Aircraft


e. Vehicles (excludes vehicles owned or operated by the 



     insured)



f. Riot and Civil Commotion

3. Vandalism and Malicious Mischief (if additional premium is paid)

                    Excludes glass breakage.

B.  TDP  -  Form 2 - Broad

1.  Automatically insures against losses by perils of fire, lightning, EC,


     and VMM, plus,


2.  Collapse of building.


3.  Accidental discharge, leakage or overflow of water or steam from


     within plumbing.


4.  Freezing of plumbing, heating or air conditioning systems.


5.  Breakage of glass which is a part of described building.


6.  Falling objects.

C.  TDP  -  Form 3 - All Risk

Coverage A - Dwelling - All Risk


Coverage B - Personal Property - Broad Form Perils

· NOTE FOR TEST:  All TDP Policies excludes coverage for THEFT OR LIABILITY COVERAGE.

General Exclusions

The following exclusions are found on all three ( 3 ) TDP Policies:

1.  Loss to electrical appliances, including wiring caused by electricity other than lightning.

2.  Loss caused by flood, waves, surface, water, tidal wave, overflow of streams or other bodies of water.

3.  Loss caused by governmental actions.

4.  Loss resulting from war.

5.  Loss resulting from nuclear reaction.

6.  Loss resulting from enforcement of ordinance or law.

Coverage Forms


Texas Dwelling Policy - TDP 1 - Limited

Texas Dwelling Policy - TDP 2 - Broad

Texas Dwelling Policy - TDP 3 - All Risk

Overview of Perils Insured Against, General Exclusions, Conditions and Coverage Forms
LIMITED
BROAD
ALL RISK


PERILS INSURED AGAINST


TDP-1 
TDP-2
 TDP-3


	FIRE AND LIGHTNING
	YES
	YES
	YES


	E.C.

	OPTIONAL
	YES
	YES

	V.M.M.
	OPTIONAL
	YES
	YES

	COLLAPSE OF BUILDING, 

ACCIDENTAL DISCHARGE OF 

WATER OR STEAM, FREEZING,

BREAKAGE OF GLASS, FALLING 

OBJECTS


	NO
	YES
	YES

	ALL RISKS WITH CERTAIN

EXCEPTION 

(WAR, FLOOD, NUCLEAR 

DAMAGE)


	NO
	NO
	YES


Endorsements (Texas Dwelling Policies)

Miscellaneous Property Schedule (TDP-012)
This endorsement is used for insuring other structures on premises, including boathouses or docks, cloth awnings, fences, flagpoles, floodlights, greenhouses, and contents, land and outside improvements, pools, tennis courts, TV and radio antennas (including satellite dishes) and windmills.

Replacement of Personal Property (TDP-002)

This endorsement is only used with Form 3.  Adds replacement cost coverage to personal property, wall-to-wall carpeting and cloth awnings, in lieu of ACV settlement.

Residence Glass (TDP-009)

This endorsement provides up to $100 per pane for coverage to interior and exterior glass, on a schedule or unscheduled basis.  Only exclusions are fire, war, and nuclear damage.  Policy deductible does not apply.

Windstorm, Hurricane & Hail Exclusion (TDP-001) (TDP-001A)

This endorsement eliminates coverage for the three perils named for a reduction in premium.  Used only in Catastrophe areas designated by TDI.

Dwelling Amendatory Endorsement Mandatory (TDP-025)

This endorsement deletes policy condition “our option” and replaces it with “salvage rights.”  This says if the company pays all or part of a claim, it must also tell the insured whether the company will or will not take all or part of the damaged property.  The company bears the expense of salvage rights.

Texas Homeowner’s Awareness

Insurance Professional as well as consumers guide to understanding Homeowner’s Insurance in Texas.

What are molds?

Molds are microscopic organisms commonly found both indoors and outdoors. Molds, along with mushrooms and yeast, are known scientifically as fungi. Their purpose in nature is to break down dead material and recycle nutrients in the environment. For molds to grow and reproduce, they need a food source - any organic material, such as leaves, wood, paper, or dirt - and moisture. Since molds grow by "eating" the organic material, they gradually destroy whatever they are feeding on. Mold growth on surfaces can often be seen as a colored spot, frequently green, gray, brown, black or white. It commonly appears as a powdery, fuzzy, or hair-like material. Actively growing molds typically produce odors, sometimes described as earthy or moldy, or like mildew, old dirty socks, or ammonia. Molds release thousands of microscopic spores, which are lightweight, easily airborne and carried by air currents to surrounding areas. The spores must have both food and moisture to actually start growing, similar to plant seeds.

Why are molds a concern?   ---  Damage to the Home

It is common to find mold spores in the air inside homes, and on most surfaces including clothes, walls, and furniture. Most of the time mold spores found indoors come from outdoor sources. Routine cleaning of your home and furnishings helps keep these levels low. Cleaning small areas of visible mold, such as mold that may occur around your shower, is necessary to prevent unsanitary conditions. 
The level of concern greatly increases when there are large amounts of active mold growth in your home. Large-scale mold problems are most likely to occur when there has been an on-going water leak, a flood, or very high levels of humidity in the home. 

Indoor mold growth may cause very high levels of airborne mold spores, which, in turn, may cause the spread of mold growth from the original source to other areas of the home where high moisture levels exist. Extensive mold growth can damage your home and belongings, such as carpets, sofas and cabinets. In time, unchecked mold growth can cause damage to the structural elements in your home. While there is no practical way to eliminate all mold and mold spores in the indoor environment, keeping your home clean and dry can prevent extensive mold growth and its related damage.

Why are molds a concern?   ---   Health Effects

The vast majority of people are exposed to small amounts of mold or their spores on a daily basis without evident harm. However, mold growing inside a home is an unsanitary condition that may present potential health risks to occupants. Therefore, it is always best to identify and correct high moisture conditions quickly before mold grows and possible health problems develop.
Potential health effects produced by molds may include allergic, irritating, or toxigenic effects, and rarely, infection. Allergic reactions are generally the most common health effect. Typical symptoms (alone or in combination) reported by people living in moldy homes include:  

1. Respiratory problems, such as wheezing, difficulty breathing, and shortness of breath  

2. Sneezing and/or nasal congestion  

3. Eye irritation (itching, burning, watery, or reddened eyes)  

4. Coughing or throat irritation  

5. Skin rashes or irritation  

6. Headaches  

7. Fatigue 

The potential health effects depend on the amounts and types of mold present, the length and frequency of exposure, and the sensitivity and health condition of exposed individuals. While many people seldom experience ill effects from mold exposures, some may develop very serious illnesses. 

Some persons exposed to mold or mold spores may become sensitized and develop allergies to the mold or other health problems. Even "dead" mold (including spores and pieces of mold) may still cause allergy, irritation, or toxigenic reactions. Thus, killing mold without removing the residue may still be a health concern. Complete removal and thorough cleanup of mold is the safest solution.

Individuals at greater risk who may experience more severe symptoms or become ill more rapidly than others include:  

1. Individuals with existing respiratory conditions, such as allergies, asthma, or chemical sensitivities  

2. Individuals with weakened immune systems due to conditions such as HIV infection or cancer treatment  

3. Infants and young children  

4. The elderly  

Anyone with a health problem they believe may be due to mold exposure should consult a medical professional.

Why are molds a Concern?    ---    Potential Signs of Mold Growth

1. Unexplained discoloration on any surface  

2. Musty odor  

3. Dark spots on or around vents  

4. Water stains anywhere  

5. Peeling or curling of vinyl floors or wallpaper 

I keep hearing about “toxic” mold. Is mold dangerous?

Although the insurers have all heard a lot about mold lately, it is nothing new. There are over 100,000 different species of mold, 1,000 of which live in Texas. The hot and humid Texas climate provides a perfect atmosphere for mold to take hold and thrive.

News reporters routinely refer to “toxic” mold when reporting on insurance issues. The recent emergence of mold as a health issue in the media has impacted consumers, homebuilders and insurers. Research on how molds affect a person’s health is largely inconclusive, but the Centers for Disease Control have found that some people experience allergic reactions, similar to that caused by pollen or outdoor molds. There are currently no regulations for evaluating the potential health effects of mold, nor any standards for its detection and clean up. Some less scrupulous attorneys and so-called environmental firms have used this to scare homeowners and push for extreme – and extremely expensive – remediation measures.

The number and cost of such claims has been growing exponentially. While most homeowners will never file a mold claim, all policyholders are seeing these costs reflected in higher insurance premiums. The insurance industry hopes to work with authorities to set standards in this area, and to protect consumers in a responsible way.
~~~~~~~~~~~~~~~~~~~~~~~
If You Have a Claim  (of any type)
If you have a claim, the company must start investigating your claim within 15 days after receiving written notice. However, the company may ask you for more information. Once you send the information, the company has 15 business days to accept or reject your claim. If the company agrees to pay, it must do so within five business days. If the company rejects your claim, it must say why in writing.

Exceptions:

A company that needs more time can take 45 days to make a decision if it sends you a notice explaining the delay. 


A company that suspects arson has 30 days after receiving the required paperwork to either accept or reject a claim. 


TDI can give companies an extra 15 days after a major natural disaster. 


Surplus lines carriers have 20 days to pay your claim after agreeing to do so. 

Example: A company that takes too long to pay is liable for your reasonable attorney fees plus damages equal to 18 percent of your claim if you sue and win. In an insurance claim lawsuit, the insurance company has the burden of proving it was not obligated to pay. If you are financing your home, your insurance company may require your lender to sign or approve your claim check. When this happens, the lender must act within 14 business days after receiving the request. Failure to act within this time period could result in a $500 civil penalty. 
Proof of loss
Within 15 days after you report your loss, the company may request a signed, notarized proof-of-loss form. In most cases, the company will ask you to estimate the replacement cost of the household items you lost and the cost of repairing your home. Contractors, catalogs, and retailers are good sources of current price information.


Include sales tax in your cost estimates. 


Ask whether you should use exact costs, or if you can round numbers to the nearest dollar. 


Don’t forget to include small items such as kitchen utensils or clothing accessories. 

The company will use the form to decide the value of your claim, so make your list as complete and as detailed as possible. Include photos and receipts. Be sure to keep copies for your records.

Final Estimate
The adjuster will prepare an estimate of the cost to repair or replace your home and any personal belongings. The insurance company’s offer is based on this estimate.

Disputes

If you disagree with the adjuster’s estimate, tell the company why. The company may have overlooked something and may make adjustments. If you still disagree, you can use a process called appraisal.

The appraisal process governs only disputes over the amount to be paid. It is not for settling disputes about coverage or the cause of a loss.

You and the company each hire an appraiser. The two appraisers then choose a third one as umpire. Your appraiser and the company’s appraiser make their own estimates of your loss. If they differ, the umpire makes the final decision, which is binding on both you and the company. You are responsible for the expenses of your appraiser and for half of the umpire’s expenses.

Payment
Once the company agrees to pay all or part of your claim, it must do so within five business days. If you don’t get your check within five days, contact your agent or company. If you believe that the company is delaying payment intentionally, contact TDI for help.

Note: Most companies pay homeowners claims with two checks. The first, issued after the adjuster reviews your loss, is for the estimated cost of repairs, minus depreciation and your deductible. The company issues the second check for the balance of your claim after receiving the contractor’s bill for the finished job, as long as the repairs or replacements are completed within 365 days of the date of loss. You may submit a written request for an additional 180 days extension.

Getting Help from TDI
Companies are subject to penalties if they fail to settle claims promptly and fairly.

If you believe an insurance company has treated you unfairly, you should file a complaint with the Texas Department of Insurance.

Before you contact TDI, contact your company. Most companies operating in Texas are required to have a toll-free telephone line to provide customer assistance. The number should be listed in your policy.

D
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Commercial Lines Coverage

Just as homeowners insurance protects a homeowner from the full cost of repairing unforeseen damage to a house, commercial property insurance protects businesses, farms and ranches against damage to their buildings and contents.

Commercial property owners, both those operating a business on their property and those leasing property to another entity, may purchase policies that protect the building and associated structures.  A property owner’s policy will not protect tenants from loss.  Business owners who lease their property may buy policies that protect the building’s contents, such as machinery, furniture and stored or displayed merchandise.

Different types of commercial property insurance policies protect against different dangers, called:

1. "risks" 

2. "causes of loss"  

3. "perils" 

Commercial property policies are not standardized in Texas.

Insurers and also companies are free to use their own policies, subject to approval by TDI.  Policies must contain reasonable coverages and meet all requirements by law. Insurer’s ability to offer different commercial policies allows them to tailor make their products to suit the needs of particular businesses.

 The availability of multiple policies encourages a competitive market.

Commercial property policies available in Texas generally fall into three categories:

(1) Basic form 
covers common perils, such as damage caused by fire, lightning, windstorm, vehicles, aircraft, and civil commotion. 

(2) Broad form 
covers basic perils while adding other perils; such as water damage, collapse, glass breakage, weight of snow, ice or sleet, and sprinkler leakage. 

(3) Special form 
covers any cause of loss except those specifically excluded, such as flood, earth movement, war, nuclear disaster, wear and tear, insects, and vermin. 

Many commercial property insurance consumers buy additional coverage to insure they are protected. 

(1) Liability policies

protects against the cost of a lawsuit and possible judgment. 

(2) Business interruption 

coverage reimburses the policyholder for business income lost when a covered cause of loss damages or destroys a building or its contents. Example: employees salaries, rent, and telephone (does not cover owners salary or draw.)

(3) Extra expense 

coverage pays the added amount an insured must spend after a loss to resume business operations as quickly as possible.

Note: Even though coverage for floods is available in many commercial policies, commercial property insurance policyholders often buy it separately through the federal government’s National Flood Insurance Program (NFIP). 

Commercial property insurance policies do not  cover losses from: 
            1. Extensive Glass

            2. Damage

            3. Crime

Business owners generally buy separate, specific glass or crime policies to obtain coverage. Other specialized commercial policies include:

            1. Inland Marine

            2. Garage

            3. Boiler and Machinery

Note:  Commercial multi-peril (CMP) policies include several different coverages in a single policy and are the most popular commercial insurance products in Texas. A CMP policy can cover the same perils as the individual property policy and offer liability as well as business interruption coverage. A business owner may add other types of coverages to ensure full protection within the same policy.
Business Owner Programs, or BOPs, are a common form of Commercial Multi-Peril Policy.  BOP policies are tailored to the needs of small-business owners and combine “Property and Liability” coverage in one policy.

Some insurance companies, known as direct writers, do not use insurance agents.  Some owners may have found it more cost effective to purchase insurance straight from the company. 

How Commercial Property Insurance Rates are Determined?

Every commercial building in Texas receives a rating that reflects its basic risk of loss from fire. That rating is a part of the formula that insurance companies use to calculate commercial property insurance premiums. Buildings with poor ratings cost more to insure; those with better ratings cost less to insure. Fire ratings apply to insurance purchased both by building owners and tenants.

Five basic elements affect a building’s fire rating;    C.O.L.E.F.
1. Construction

A building’s construction establishes the basis of its fire rating. Using fire-resistant materials throughout a structure makes a big difference in insurance premiums. 

Buildings must use fire-resistant materials throughout to receive the full benefit of a good rating.  Adding-on to an existing structure can hurt its fire rating.

a. Of what materials are the structure built? 

b. Are they fire-resistant? 

c. Are they combustible? 

Note: Internal structural elements affect a fire rating.  Filling an otherwise fire-resistant building with wood partitions, floors, and stairways nullifies many of the benefits of its construction.  Fire-resistant interior walls, floors, and doors can help preserve a good fire rating.

2. Occupancy

A building’s use also affects its insurance fire rating. Fire rating schedules list different occupancies and assign each one certain penalties, which are added to the base fire rate determined by the building’s construction. A travel agency has a relatively small effect, since it contains little equipment that could start or feed a fire. A restaurant (with grills or ovens) or an auto repair shop presents greater fire risks and raises the fire rating more.

a. What businesses use the structure? 

b. Are they high-risk or low-risk? 

Note: A critical point to remember: a relatively hazardous occupant affects the fire rating for the entire building, not just for its own section.  If your business shares space with a more hazardous occupant, your premiums will be higher than for your business alone.

3. Location

Location is vital for determining fire protection. Rating schedules assume that commercial property inside a city or town with adequate fire defenses (as determined by the Texas Commission on Fire Protection) is safer than property located outside of city limits.  Property outside a city or town automatically faces a penalty that could double property insurance premiums.

Location and construction together determine another major portion of commercial property insurance known as extended coverage.  The Texas Department of Insurance divides the state into different extended coverage territories based on each area’s history of loss from such perils as windstorms, hail, tornadoes, and hurricanes. 

Properties in areas with histories of high losses generally will face higher rates than equivalent properties in areas of lower risk.

a. Is the property within a city or town with good fire protection? 

b. Is it located outside of a city or town, in an area with limited or no fire protection? 

4. Exposure

Exposure measures the extent to which a structure faces external or unusual internal risks.

A building faces external exposure when it is near any other structure, or any potential source of fire, under the assumption fire in the other structure could spread.  Any nearby building or other structure raises rates for a property.  Hazardous external exposure (such as having a lumberyard or oil storage tank farm next door) raises rates even more.

Internal exposure includes unusual risks within the building itself not already accounted for in the occupancy rating.  Unusual risks might include cluttered grounds or storage spaces, special mechanical or electrical equipment, or volatile storage.  Extra risks boost fire rates.

a. Do other hazards exist within the building?

b. Do other hazards exist within a specified distance that increases the risk of fire? 

5. Fire Protection

Good internal fire protection helps: installing automatic sprinklers can cut fire rates by as much as 50 percent. Fire extinguishers and automatic fire alarms also lower rates. Rate schedules include certain discounts for particular occupations. A restaurant could receive a discount, for instance, if its grills were equipped with hoods and automatic fire extinguishers.

Good public fire protection also pays off.  The Texas Commission on Fire Protection inspects and evaluates fire departments in Texas cities and towns.  It assigns each a rating, called the key rate, which affects commercial insurance rates for every property within the community’s borders.

Cities with good fire protection have lower key rates.  Those with substandard protection have higher rates.  Check with a property insurance agent or with the city fire marshal to find the rate for any city in which you are considering locating a business. 

Does the building contain any of the following?

a. Sprinkler systems

b. Fire extinguishers

c. Alarms 

Note: Any of these will reduce the risk of fire?   

Building and Personal Coverage Form
Some provisions in this policy restrict coverage.  It is crucial to review rights, duties, and what is and is not covered.

Throughout this policy, the words “you” and “your” refer to the “Named Insured” shown in the Declarations.  The words “we,” “us,” and “our” refer to the “Company” providing the Insurance.

COVERAGE 

We will pay for direct physical loss of or damage to covered property at the premises described in the Declarations caused by or resulting from any covered Cause of Loss. 

1. Covered Property–All of the following types of property (for which a Limit of Insurance is shown in the Declarations), would be covered: 
Building–meaning the building or structure described in the Declarations, including:
(1). Completed additions 
(2). Permanently installed:

a.
Fixtures

b.
Machinery

c.
Equipment

(3). Outdoor fixtures 
(4). Personal property owned by you that is used to maintain or service the building or structure or its premises, including: 

a. Fire extinguishing equipment

b. Outdoor furniture

c. Floor coverings

d. Appliances used for refrigerating, ventilating,

cooking, dishwashing, or laundering

(5). If not covered by other insurance:  
a. Additions under construction, alterations and repairs to the building or structure;

b. Materials, equipment, supplies and temporary structures, on or within 100 feet of the described premises, used for making additions, alterations or repairs to the building or structure.

BUSINESS

Business Personal Property if located in or on the building (described in the Declarations) or in the open (or in a vehicle) within 100 feet of the described premises, consisting of the following unless otherwise specified in the Declarations or on the Your Business Personal Property – Separation of Coverage form:
(1). Furniture and fixtures

(2). Machinery and equipment

(3). “Stock”

(4). All other personal property owned by you and used in your business

(5). Labor, materials or services furnished or arranged by you on personal property of others

(6). Your use interest as tenant in improvements and betterments are fixtures 

a. Made a part of the building or structure you occupy but do not own

b. You acquired or made at your expense but cannot legally remove

(7). Leased personal property for which you have a contractual responsibility to insure, unless otherwise provided for under Personal Property of Others.

Personal Property of Others 

(1). In your care, custody or control

(2). Located in or on the building (described in the Declarations) or in the open (or in a vehicle) within 100 feet of the described premises.

NOTE: However, our payment for loss of or damage to personal property of others will only be for the account of the owner of the property.

Covered Causes of Loss 

See applicable “Causes of Loss” form as shown in the Declarations.

Additional Coverage 

Debris Removal

(1). We will pay your expense to remove debris of covered property caused by or resulting from a covered cause of loss that occurs during the policy period.  The expenses will be paid only if they are reported to us in writing within 180 days of the date of direct physical loss or damage.

(2). The most we will pay under this additional coverage is 25%.
a. The amount we pay for the direct physical loss of or damage to covered property

b. The deductible in this policy applicable to that loss or damage.

Note: But this limitation does not apply to any additional debris removal limit provided in the Limits of Insurance section.
This additional coverage does not apply to costs associated with:

a. Extract “pollutants” from land or water 

b. Remove, restore or replace polluted land or water.

Preservation of Property
If it is necessary to move covered property from the described premises to preserve it from loss or damage, we will pay for any direct physical loss or damage to that property if the loss or damage: 
1. Occurs while it is being moved or while temporarily stored at another location.
2. The loss or damage occurs within 10 days after the property is first moved.

Fire Department Service Charge
         When the fire dept is called to a “covered property” from a Covered Cause of Loss, the insurer will pay up to $1,000 for their liability of fire dept service charges.

(1) Assumed by contract or agreement prior to loss

(2) Required by local ordinance.

Note: No Deductible applies to this additional coverage.

Pollutant Clean Up and Removal

       We will pay your expense to extract “pollution” from land or water at the described premises of the discharge, dispersal, seepage, migration, release or escape of the “pollutants” is caused by or results from a Covered Cause of Loss that occurs during the policy period. The expenses will be paid only if they are reported to us in writing within 180 days of the date on which the Covered Cause of Loss Occurs.
Note: The most we will pay under this additional coverage for each described premises is $10,000 (for the sum of all covered expenses) arising out of covered “Causes of Loss” occurring during each separate 12 month period of this policy.
Coverage Extensions;
    Except as otherwise provided, the following Extensions apply to property located in or on the building described in the Declarations or in the open (or in a vehicle) within 100 feet of the described premises. 
If a Co-Insurance percentage of 80% is shown in the Declarations, you may extend the insurance by this Coverage Part: See extended coverage choices below:

Newly acquired or constructed property.

  You may extend the insurance that applies to Buildings to also include:

          1) your new buildings while being built on the described premises.

          2) Building you acquire at locations other than the premises intended for:   * Similar use as the building described in the Declaration
        * Use as a warehouse

·    Newly acquired or constructed buildings coverage insures a new building if you add it to your policy within a specified amount of time. If you don’t notify your insurer within the time period – usually 30 days – your policy won’t cover the new building. Commercial property policies generally only cover buildings named in the policy. 

Note: The most we will pay for loss or damage under this extension is 25% of the “Limit of Insurance” for Building shown in the Declarations, but not more than $250,000 at each building.

You may extend the insurance that applies to your Business Personal Property to apply to that property at any location you acquire, other than at:   1) FAIRS     OR       2)EXHIBITIONS

 Note: The most we will pay for loss or damage under this extension is 10% of the “Limit of Insurance” for your Business Personal Property shown in the Declarations, but not more than $100,000 at each building.

Personal Effects and Property of Others

You may extend the insurance that applies to Your Business Personal Property to apply to: 

    1.) Personal effects owned by you, your officers, your partners or your employees. This extension does not apply to loss or damage by theft.

    2.)  Personal property of others in your care, custody or control.

Note: The most we will pay for loss or damage under this extension is $2,500 at each described premises. Our payment for loss of or damage to personal property of others will only be for the account of the owner of the policy.
Valuable Paper and Records

You may extend the insurance that applies to your business personal property to apply to your costs to research, replace or restore the lost information or damaged Valuable Papers and Records, including those which exists on electronic or magnetic media, (for which duplicates do not exist). 
Note: The most we will pay under this extension is $1,000.00 at each described premises. 

Property Off-Premises

You may extend the insurance provided by this coverage form to apply to your covered property, other than “stock,” that is temporarily at a location that you do not own, lease or operate. This Extension does not apply to property that is;

1.
In or on a vehicle

2.
In the care, custody or control of your salespersons

3.
At any Fair or Exhibition.

Note: The most an insurer will pay for loss or damage under this extension is $5,000.00 
           Outdoor Property

               You may extend the insurance provided by this coverage form to apply to     your outdoor fences, radio & television antennas, signs (other than signs attached to buildings), trees, shrubs and plants (other than “stock” of trees shrubs or plants), including debris removal expense, caused by or resulting from any of the following covered causes of loss:

                         1. Fire

                         2. Lightning

                         3. Explosion

                         4. Riot or Civil Commotion

                         5. Aircraft
Note: The most we will pay for loss or damage under this extension is $1,000, but not more than $250 for any one tree, shrub or plant.

Exclusions: 

See applicable “Causes of Loss” form as shown in the Declarations for any exclusions.

Limits of Insurance: 

The most we will pay for loss or damage in any one occurrence is the applicable Limit of Insurance shown in the Declarations 
Personal & Commercial Auto Coverages

Frequently Asked Questions (FAQ’s)
Do I need to buy special coverage when renting a vehicle?


Most rental car companies offer collision damage waivers as well as liability policies.  Keep in mind that the collision waiver is not insurance; it is an agreement that the rental car company will give up its right to recover costs of property damage to the auto from the renter, regardless of who is at fault in an accident.  If you have liability insurance, your property damage liability will usually pay for the damage to the rental vehicle.

Therefore, generally, you do not need this extra expense.  However, be sure to check your property damage coverage limit to make sure it is adequate to pay for damages to the vehicle you are renting.  Remember the state minimum for PD coverage is only $25,000.  Some rental vehicles may be worth more than this amount.  If you rent vehicles often, it may be better to raise your limits than to pay the collision damage waiver every time you rent.
The Texas Automobile Rental Liability policy provides liability insurance for people who rent cars but do not have their own personal auto policy.  Ask the car rental company for details regarding this policy.

Does my policy cover things such as cell phones or CD’s in my car?
Your policy will not generally provide coverage for personal items not permanently installed in your vehicle.  You can request specific coverage for these items from your insurance company.  These items will typically be covered under a renter or homeowner’s policy.

Does my auto policy cover me if I drive into another country such as Mexico or Canada?

Most auto policies will limit coverage to the United States, its territories and possessions, Puerto Rico and Canada.  If you are taking a trip to Mexico, please contact your agent or insurance company to verify if coverage extends to Mexico, but keep in mind that Mexico does not generally recognize U.S. liability policies. It may be necessary, and is recommended, for you to purchase a Mexican insurance policy at the border. Mexico does not require automobile insurance, but you can be held criminally and financially responsible for any car accident you cause. 
What are the different types of insurance companies?


There are three basic markets in automobile insurance: preferred, standard and non-standard. Most insurers place business in all three markets. 


1. Preferred Market – Insures low risk drivers with clean driving records within a three year period and maintain good credit scores.  Preferred companies offer the lowest rates.


2.  Standard Market – Includes the average driver who has a reasonably clean driving record and a good credit score.  A standard company’s rates are somewhat higher than a preferred company’s rates.


3. Non-standard market – May include drivers with less experience, high numbers of accidents or tickets, drivers with a history of DUI or reckless driving and a poor credit score.  In Texas, a non-standard company is likely to be a county mutual insurance company.

How does credit scoring affect my rates?


A credit score is a view of your credit at a point in time.  Insurance companies use this credit information to develop a financial responsibility score by assigning weights to various credit factors.  The company then converts your information into a three-digit number ranging from 0 to 999.  The higher the number, the more financially responsible the consumer is considered to be. Some of the factors that determine the credit scores are:

1. Past Payment History

2. Length of Credit History

3. Homeownership

4. Credit Inquiries

5. Outstanding Debt

6. Number of Open Credit Lines 

7. Type of Credit in Use

8. Major Negative Items such as bankruptcy, collections, or charge-offs

Companies use this score in two ways.  They can use it in underwriting to help decide whether to issue you a new policy or renew an existing policy. They also use it in rating to help determine what price to charge you by placing you into a specific rating tier. Not all companies use both factors and most use your credit score along with other traditional factors such as motor vehicle records and claims loss history.

The Fair Credit Reporting Act requires companies to tell you if your credit has impacted your insurance premium and provide the name of the credit bureau so you can obtain a free copy of your credit report.

Texas Business Owner’s Policy

This is an extremely limited policy.  This type of business policy is typically used for a business with a low risk claim situation.  Furthermore, this type of policy is not recommended to a company with many employees or dealing strictly with the public.

Eligibility

A business owner’s policy may be issued to a building owner, a tenant, business operator, or a commercial condominium unit owner, Commercial and Residential Condominium Associations are eligible for coverage. 
1. Office buildings up to 10 stories in height and up to 100,000 sq ft if insuring the building owner or up to 15,000 sq ft if insuring a tenant or condominium unit owner. 

2. Apartment buildings up to 3 stories in height which do not exceed  100 units at one location.

3. Mercantile operations that do not exceed 15,000 sq ft in a single occupant building or which do not exceed 25,000 sq ft in a multiple occupant building where no single occupant exceeds 15,000 sq ft.

4. Churches with buildings that do not exceed 35,000 sq ft per location,
Ineligible Risks

1. Vacant Buildings.

2. Churches with a school or a day care center on property (mother’s day out programs are considered an eligible risk.)

3. Residential properties rated under a special rating schedule or

                Properties containing less than three apartment units.

4. Schools, asylums, camps, convalescent homes, homes for the

    Aging, hospitals, infirmaries, orphanages and sanitariums.

5. Lessors risk of multiple occupancy buildings with ineligible

    occupancies.

6. Buildings conducting the following operations, or the buildings in

    which these business or types of property are contained:

a. Household personal property.

b. Buildings used for manufacturing or processing.

c. Grills, bars, or restaurants.

d. Places of amusement, sport, or recreation.

e. Exposures selling or storing ammunition, fireworks, or

     flammable chemicals, acid, gases, liquids or oils.

f.   Risk servicing, working or selling motor vehicles or

     mobile equipment.

Business Owner’s Policy Declaration

1. Policy number 
2. Name of insured and address

3. Property coverages

4. Limit of insurance on building and contents

5. Mortgagee

Business Owner’s Common Policy Conditions

There are 11 common policy conditions that are found on this policy.  Most of these are the same as on the other policies:

1. The insured can cancel the policy at any time by notifying the insurer.

2. The insurer may not cancel the policy after it has been in effect for

· 60 days except for the following reasons:

a. fraud in obtaining the coverage;

b. failure to pay the premiums when due;

c. increase in hazard within the insured’s control;

d. loss of the insurer’s reinsurance covering all or part of 

                      the risk;  and

e. the insurer being placed under supervision.

3. In the event of cancellation for one of the allowed reasons, the insurer must give the first named insured written notice of cancellation at least 10 days in advance.

4. The insurer may non-renew the policy with 60 days in advance of expiration (failure to give the notice 60 days in advance will extend the policy expiration to the 61st day after notice is mailed or delivered.)

5. The insurer must state the reason for cancellation or non-renewal.

6. Concealment, Misrepresentation or Fraud.

7. Inspectors and Surveys.

8. If two or more coverages of the policy apply to the same loss or damage, the insurer will not pay more than the actual loss of damage.

9. Liberalization Clause.

10. Other Insurance.

11. Transfer of rights only with consent of the insurer.

Texas Business Owner’s Property Coverage Forms

The TBOP has two major coverages:


1.  Coverage A - Building(s)


2.  Coverage B - Business Personal Property

There are three property coverage forms in the TBOP, each insuring against different perils:

1.  Standard Form (A) - Named Perils policy.

a. Fire & Lightning

b. Extended Coverages:  explosion; windstorm or hail; smoke; aircraft; vehicle; and riot and civil commotion.

c. Vandalism & Malicious Mischief (VMM)

2. Broad Form (B) - Named Perils policy.  Same perils as the

Standard Form plus:

a. Falling Objects

b. Weight of Snow, Ice or Sleet

c. Water Damage

d. Collapse

e. Theft (Special Limitations):

f. Sprinkler leakage
· $2,500 for furs, fur garments, or items trimmed with fur;

· $2,500 for jewelry, watches, watch movement, jewels,

pearls, precious & semi-precious stones, bullion, gold silver, platinum, and other precious alloys and metals (but this limit does not apply to jewelry and watches with a value of $100 or less per item)

· $2,500 for patterns, dies, molds, and forms

· $250 for stamps, tickets, and letter of credit

3. Special Form (C) - “All risk” form

This form covers all “risks of direct physical loss” unless such losses are subject to the coverage form’s limitations or exclusions.  The special coverage form covers all of the perils covered by the standard and broad forms, plus any additional perils that are not specifically excluded.  The form has a definitions section that defines specified causes of loss as including fire, lightning, windstorm, hail, smoke, aircraft, vehicles, riot, civil commotion, vandalism, leakage from fire extinguishing equipment, falling objects, water damage, and weight of snow, ice or sleet.

Coverage for falling objects does not include damage to personal property out in the open, or damage to the interior of a building or property inside a building unless the falling object first damages the roof or a wall.

Limitations:

1. To glass parts of a building in excess of $100 per plate, pane, or in excess of $500 per occurrence.

2. To hot water boilers or water heating equipment caused by a condition of the business other than explosions.

3. For loss or damage to live animals, birds or fish, live plants, flowers, and trees while inside a building, unless caused by “specified causes of loss.”

4. To steam boilers, pipes, engines or turbines caused by resulting from any condition or event inside such equipment, except the explosion of gases or fuel within a fired vessel, which is covered.

5. To property that has been transferred to a person or place outside the described premises on the basis of unauthorized instructions.

6. To property that is missing if there is no evidence to show what happened to it, such as an inventory shortage.  This does not apply to optional coverage for money and securities.

7. To fragile articles, such as glassware, marbles, chinaware, or porcelains, if broken unless caused by “specified causes of loss” or to building glass breakage.  This limitation does not apply to glass parts of a building or structure, containers of property held for sale, or photographic or scientific instrument lenses.

8. For loss by theft in excess of $2,500 for furs and garments trimmed in fur; or in excess of $2,500 for jewelry, watches, jewels and precious stones.

Texas Business Owner’s Policy - Section I

The business owner’s property coverage forms have a section which describes the application of limits of insurance.  This section established the following provisions:

1. The most the insurer will pay for loss or damage to outdoor signs attached to a building is $1,000 per sign, per occurrence.

2. The most the insurer will pay for loss or damage in any one occurrence is the applicable limit of insurance shown in the declarations.

3. The limits stated in the coverage extensions are in addition to the limits of insurance.

Property Coverage Conditions

Each business owner property form has two sets of conditions: 

1) a set of property loss conditions;  

2)  and a set of property general conditions.

Property Loss Conditions

Under loss conditions, the forms contain property insurance conditions regarding abandonment, appraisal, insured’s duties in the event of loss, legal action against the insurer, and payment of losses.  A special limitation applies to business income losses resulting from loss or damage to electronic records - such losses will not be covered after 30 days from the date of loss, or the time needed to repair or replace property other than records.

Valuation of buildings will be the replacement costs, but if the ACV option applies, buildings will be valued at ACV. If a “valuable papers and records” loss occurs, coverage is limited to the cost of blank materials and the cost of labor to transcribe or copy the records. After payment of a loss, if any party recovers property, any amount paid for loss will have to be returned to the insurer.
Vacancy Condition states that if a building where loss occurs has been vacant for more than 60 days, there will no longer be coverage for loss by vandalism, sprinkler leakage (unless precautions were taken against freezing) building glass breakage, water damage, theft or attempted theft and the insurer will reduce by 15% the amount of any other losses covered by the policy.

A condition on resumption of operations states that the insurer will reduce business income losses and extra expense losses to the extent that operations can be resumed.
An additional condition relates to loss to real property, which provides that if a fire loss occurs to real property the limit of insurance will be reduced by the amount of the loss, but the insurance will automatically be reinstated as repairs are made.

All business owner policies must include the same liability coverage form.  In addition, all policies will include the following additional coverages:

1. Debris Removal

2. Preservation of Property (Removal)

3. Business Income (will pay for loss of income for up to 12 months after a loss)

4. Extra Expense (will also pay up to $10,000 during a period of restoration.)

All business owner policies must include the following extensions of coverage:

1. Personal property at newly acquired premises up to $10,000.

2. Personal property in transit is up to $2,500.

3. Personal property off premises up to $1,000.

4. Outdoor property is covered up to $1,000 with $250 for any one tree, shrub or plant.

5. Valuable papers and records up to $1,000.

Deductibles
The standard deductible for property losses is $250 per occurrence.  The insurer will deduct this amount from the aggregate loss or damage resulting from any one occurrence, and will only pay the amount in excess of the deductible, up to the applicable limit of insurance.  

Optional Coverages

The optional coverages are:  Outdoor Signs; Exterior Grade Floor; Glass;  Burglary and Robbery (standard form only);  Money and Securities (broad and special forms only);  and Employee Dishonesty (if employer has fewer than 25 employees.)

Business Owner’s Liability Coverage Form 

Business Liability - $300,000 - $500,000 - $1,000,000

Business Liability insurance covers the legal liability of the insured for damages because of bodily injury or property damage, and it also covers personal injury and advertising injury.

(1). Medical Expenses - 1 Year 

The medical expense insurance covers medical expenses for bodily injury caused by an accident on premises the insured owns or rents.  Medical expenses incurred within one year are covered, and payments are made without regard to fault or negligence.  In order to be covered, the accident must occur within the policy period and policy territory.

(2). Exclusions

Similar to all of the exclusions contained in any of the commercial liability policies covered earlier.

(3). Limits

The declarations will show three separate limits of insurance:

1. Is for business liability and medical expenses.

2. Is a per occurrence limit for fire legal liability.  The amount is up to $50,000 per occurrence for lessee only.  Also includes explosion.

3. Is a per person limit for medical expenses.

Endorsements

Texas Business Owner’s Policy Mandatory Endorsement

(TBOP - 8A)
The commercial property coverage part must include the Texas Standard Policy at a minimum, and may include other property insurance forms.  The commercial general liability coverage part must include an “occurrence” coverage form.

Accounts Receivable (TBOP - 35)
This coverage pays amounts due from the insured’s customers which cannot be collected because of loss or damage to records by a covered cause of loss.  It also pays interest charges in loans required to offset non-collectable accounts due, and collection expenses in excess of normal amounts.

Valuable Papers and Records (TBOP - 40)
Used to provide coverage against loss or damage to inscribed, printed, or written documents, manuscripts, and records, such as books, deeds, drawings, films, and mortgages.  Does not apply to money or securities.

Hired Auto and Non-owned Auto (TBOP - 65)
This endorsement may be used to add coverage for either or both of these automobile exposures, if the insured does not have a commercial auto policy, and if the insured does not have more than 25 employees.
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INLAND MARINE INSURANCE

Definitions

Inland Marine Insurance is defined and classified as follows;

(1) IMPORTS: Imports may be insured under Inland Marine policies when such property is not subject to import risk under marine (ocean) policies
(2) EXPORTS: Inland Marine policies may cover property for export when such property is not subject to export risk under marine (ocean) policies.
(3) DOMESTIC SHIPMENTS: On consignment for consignor and/or consignee as well as “not on consignment” may be written provided that in all events, the policy shall cover while in transit.
(4) BRIDGES, TUNNELS AND OTHER INSTRUMENTALITIES OF TRANSPORTATION AND COMMUNICATION: No policy shall be issued under this paragraph where perils of fire and extended coverage are the only hazards to be covered. 
Commercial Inland Marine and Floaters

The following are used as commercial risk as Inland Marine Forms & Block Policies:

Commercial Inland Marine Coverage Forms

1. Accounts Receivables

It covers sums due the insured from customer, which are non-collectable due to loss, damage, or destruction of accounts receivable records.

2. Cameras & Musical Instruments Dealers

Covers the insured’s stock and protects customer’s property while in the insured’s care and custody for repair, adjustment or cleaning.

3. Commercial Articles

 Used to insure the interests of the owner of commercial cameras, musical instruments and related equipment.
4. Equipment Dealers

Covers the interest of a dealer of mobile equipment and construction equipment.

5. Mail

Banks, Trust Companies, Insurance Companies, Security Brokers, Fiduciaries, and various transfer agents have a need for mail coverage.  When sent by first class, certified, express, registered mail, covered property, including bonds, stocks, certificates of deposit and other securities, postage, money orders, checks, drafts, etc.

6. Physicians & Surgeons Equipment

Individuals in the Medical or Dental profession (not hospital, schools, or clinics) may cover valuable medical and dental equipment, material, supplies and even office equipment and furniture.

7. Signs

Covers the value of signs, including neon, fluorescent, automatic, or mechanical signs.

8. Boat Owners

Designed for the boat owner who does not have a need for homeowner’s insurance.  Property insurance for direct damage to the boat, motors, equipment, accessories, and trailer is included.  The liability coverages provide watercraft liability, medical expense, and uninsured boater’s coverage.

9. Bailees Insurance
A bailee is a person or concern having possession of property committed in trust from the owner. Bailee forms are special types of floaters, which cover losses to the property of customers. (Example – Dry Cleaner)

The following represent types of block policies:

1. Furrier’s block

2. Jeweler’s block

3. Musical Instruments Dealers

The following are policies used to cover various perils and products:

                   1. COLD STORAGE LOCKER PLANT POLICIES
                   2. COTTON BUYERS TRANSIT

                   3. DOMESTIC BULK LIQUIDS POLICIES

                   4. EXHIBITION POLICIES

                   5. FILM FLOATERS: Including builders' risk during the production    and coverage on completed negatives and positives and sound records.  
6. FINE ARTS POLICIES covering objects of art such as pictures, statuary, bronzes, and antiques, rare manuscripts and books, articles of virtue. The following three areas are covered:
A. PRIVATE COLLECTION 

B. DEALERS 

C. ALL OTHER COMMERCIAL RISKS 

7. FLOOR PLAN POLICIES: Covering property for sale while in possession of dealers under a floor plan, which the dealer borrows money from a bank or lender to pay the manufacturer, provided:

A. Such merchandise is specifically identified by the bank or lender

B. The dealer's right to sell merchandise is conditioned upon being released from the bank or lender

C. The policy covers the merchandise in transit and does not extend beyond the end of the dealer's interest and shall not cover merchandise for which the dealer's collateral is the stock or inventory. (modified by TDI and filed 3/27/2000)
 8. FURRIERS CUSTOMERS

 9. HOME FREEZERS AND CONTENTS

10. INSTALLATION RISKS OR BUILDER’S RISKS

11. INSTALLMENT SALES, LEASED PROPERTY AND DEFERRED PAYMENT

12. LIVE ANIMAL FLOATERS

13. MOBILE EQUIPMENT AND MISCELLANEOUS MOVABLE PROPERTY

14. MUSICAL INSTRUMENT FLOATERS

15. NUCLEAR INSURANCE: Covers loss resulting from physical damage (including risks in course of construction) to:

A. Designated nuclear facilities, including property associated therewith and subject to radiation damage there from;

B. Property directly related to such nuclear facilities;

C. Facilities involving substantial quantities of radiation.
                      16. PATTERN AND DIE FLOATERS
The following are different types of personal Floaters:

1.   PERSONAL EFFECTS FLOATERS
2.   PERSONAL FUR FLOATERS
3.   PERSONAL JEWELRY FLOATERS
4. PERSONAL PROPERTY FLOATERS
5. ROLLING STOCK: Covering locomotives and other rolling stock used on a railway system. Coverage may be provided on an all risk basis or named peril basis, subject to the inclusion of the perils of fire, collision, derailment, overturn, strikes and riots.

6. SILVERWARE FLOATERS
7. STAMP AND COIN FLOATERS
a.
Private collections

b.
Commercial risks 

SELF SERVICE STORAGE CUSTOMERS FLOATER POLICY: Issued to
8. a tenant of a self-storage facility while having property stored at the facility and;

c.
Coverage is limited to property in storage for the perils set forth in the policies, which must include coverage for property while in transit. 

NOTE: Self-service storage facility is defined as property rented to be used exclusively for storage of property and is cared for and controlled by the tenant. Tenant is defined as; a person entitled under a rental agreement to the exclusive use of storage space at a self-service storage facility

9. THEATRICAL FLOATERS: Exclusions includes; Buildings and their improvements, as well as, furniture and fixtures that do not travel with the theatrical crew.

10. WOOL GROWERS AND WOOL BUYER FLOATER POLICIES: Covers property of the business while in transit.
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Ocean Marine

Ocean Marine is defined in 4 major areas as follows;

1. Cargo 

2. Hull 

3. Marine Liability 

4. Cargo Insurance

Ocean Marine is the oldest form of insurance in America
The standard Cargo Policy includes:

1. Ocean/Air Transit Insurance

1 For international, domestic, and coastal trade

2. Air Carrier Legal Liability/Shippers Interests and related exposures


Commercial Hull Insurance

The Standard Commercial Hull covers the following vessels

1. Passenger Vessels

2. Gaming Vessels

3. Oceanographic Research Vessels

4. Inland and Coastal Work Vessels

Marine Liability Insurance

The Standard Liability Coverage includes:

1. Protection and Indemnity

2. Charterer’s Liability

3. Wharfinger Liability

4. Ship Repairer’s Liability

5. Excess Marine Liability

NOTE: Marine Liability insurance is available for domestic exposures (U.S.) only, and is considered on an individual risk basis.

Ocean Marine 

Terms & Policy Definitions

1. Act of God
A calamity beyond human control, which happens to property (lightning, for example.) Damage done by an Act of God would not be the responsibility of a bailee, although he/she might be responsible for many other calamities. Acts of God are excluded by the usual bill of lading and, to the extent not specifically assumed, by insurance policies.


2. Barratry                                                                                                      Willful and illegal sinking, casting away or damaging a ship at sea or it’s cargo.
3. Bill of Lading                                                                                                      A document issued by a carrier which is a receipt for the merchandise or other property to be transported. It outlines just what the carrier agrees to do and his responsibilities for the property.

4. C. Fr. (CFR) Cost and Freight: A trade term requiring the seller to arrange for the carriage of goods by sea to a port of destination, and provide the buyer with the documents necessary to obtain the goods from the carrier. Under CFR, the seller does not have to procure marine insurance against the risk of loss or damage to the goods during transit. 

5. C. I. F. Cost, Insurance and Freight- Contracts involving international transportation often contain abbreviated trade terms that describe matters such as the time and place of delivery, payment, when the risk of loss shifts from the seller to the buyer and who pays the costs of freight and insurance.

6. Consignee  One to whom goods are sent
7. Cargo
Goods being transported; the load of a truck or the goods carried by a ship. The cargo of a ship does not include the equipment needed to operate the ship.


8. F. O. B.
Free on Board or Freight on Board:  part of a term of sale under which the seller’s responsibility ends and the buyer’s begins at the point designated. Example:  Railroad shipments 


9. General Average
A principle of maritime law according to which the owners of ship and cargo share in a loss incurred voluntarily.


10. General Average Contribution
The proportionate shares of the vessel owner and each of the cargo owners in order to make up the expenditure or sacrifice incurred for the common good.


11. General Average Sacrifice
The voluntary destruction of part of the vessel or the cargo, or the deliberate expenditure of funds in time of grave peril, which is successful in avoiding total disaster.


12. Implied Warranty
A warranty is a representation by the policyholder that certain conditions exist or will be met. Even if the warranty is not in writing, it may exist as an "implied" warranty, e.g., that a building is not on fire when insured, or that a vessel is seaworthy.


13. Inherent Vice
The quality or ability that something has to deteriorate or damage itself without outside help. For example, milk sours. Inherent vice is excluded from coverage by almost all policies.


14. Jettison
To throw part of the cargo or gear of the vessel overboard to lighten the load and save the vessel. The owner of the jettisoned goods is entitled to a "general average," i.e., the loss is shared by the owners of the vessel and the owners of the cargo, which was not thrown away.


15. Letter of Credit
A document issued by the buyer’s bank, through its foreign correspondent bank, establishing a credit against which the seller may draw after complying with specific instructions.


16. Piracy
Robbery on the high seas.


17. Warehouse to Warehouse: Coverage from a shipment’s point of origin to its destination, even if these points are inland.
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Additional Coverage For Today’s Busy Professionals 
1. Miscellaneous Professional Liability Insurance

The policy premium is typically based on the following factors: the profession involved, the number of professionals covered, annual revenues, location of the business, the limit of liability, and the deductible. 

2. Limited Liability Companies, Partnerships, Etc.

Certain coverage amendments are necessary as respects both Directors & Officers Liability and Comprehensive General Liability coverage for limited liability companies, limited liability partnerships, professional service liability companies, registered limited liability partnerships, etc.

A typical Directors & Officers (D&O) Liability policy form may not be appropriate for a limited liability company (LLC) or any other similar entity such as those listed above. In all likelihood, a carefully worded endorsement to clarify full coverage intent for this exposure must be added. A Limited Partnership Liability policy is necessary to provide D&O coverage to a limited liability partnership. 

As respects Comprehensive General Liability (CGL) coverage, it is essential that the aforementioned business entities be listed and specifically designated as to type in the policy declarations. This requirement is indicated in the last paragraph of the "Who Is An Insured" provision, which reads:

NOTE: No person or organization is an insured with respect to the conduct of current or past partnership or joint venture that is not shown as a Named Insured in the Declaration.

All current and past limited partnerships, joint ventures, etc., must be named in the policy. CGL coverage for a LLC is a problem. The coverage part as it exists now extends coverage to shareholders, officers, and directors. Those positions do not exist in a LLC, which has members and managers instead. 

We believe that (but have not yet seen) an ISO endorsement has recently been made available that amends the "Who Is An Insured" provision to the following wording: 

If you are designated in the Declarations as:


A limited Liability Company you are insured. Your members are insured but only with respect to the conduct of your business. Your managers are insured but only with respect to their duties as your managers.

NOTE: In effect, both D&O and CGL coverage for limited partnerships or limited liability companies, the wording of the policy must correspond to the nature of the business entity in question.

3. Employment Practices Liability Insurance

Employment related practices liability is one of the hottest issues affecting employers today, involving issues such as sexual harassment, wrongful termination, and discrimination.

· REMEMBER:  To err is human. Unfortunately, so is to sue!  

The employer-employee relationship is undergoing great legal scrutiny and employment related claims are escalating in areas such as sexual harassment, wrongful termination, discrimination, etc. These claims can come from both current and former employees, as well as job applicants! 

The procedures that employers do and don't use in hiring, firing, and managing their employees can translate into huge price tags for defense costs and legal awards to plaintiffs for errors that are inadvertently made. Employment related practices lawsuits have escalated substantially in the last few years. You can find news articles on a daily basis regarding discrimination (related to sex, age, race, religion, etc.), harassment, wrongful termination, failure to promote, failure to employ, and violations of the Americans With Disabilities Act (ADA) at the workplace. Indeed, lawsuits are everywhere. The amounts being awarded are staggering. Attorneys unfamiliar with this type of litigation are attending seminars to learn how to successfully win these cases! It's the wave of the future. One of the primary reasons for the increase in employment related suits is that in 1992 these suits were changed to decision by "jury”.. Prior to 1992, a judge decided these cases. Interpretation -- "trial by employees"! There are many things, which you may do to decrease your chances of this type of lawsuit or to improve your portion if the suit is decided in your favor. 

Some of these items are; 

(1) employee manual drafted by an employment related practices attorney,  

(2) an employment-at-will statement, 

(3) a formal harassment policy, 

(4) knowledge of ADA laws, 

(5) annual employee reviews, and 

(6) good employment documentation, just to name a few. 

Fiduciaries

· What you thought you knew might be all-wrong!

Fiduciary Liability - Where does it come from? 

1. Employee Retirement Income Security Act (ERISA) of 1974. 

2. Common Law. 

3. State Statute.

Who comes under ERISA? 

1. Fiduciaries. 

2. "Surprise Fiduciaries." 

3. "Parties in interest." 

4. Employees of above

What happens when you violate ERISA? 

1. Fines. 

2. PERSONAL LIABILITY, WHICH SURVIVES BANKRUPTCY!!!

Who are fiduciaries?
1. The person who administers your company's benefits. 

2. Anyone who is involved in the rendering of: 

a) Management of benefit plans and their assets.
b) Investment advice to benefit plans or their participants

Who are "Surprise Fiduciaries"? 

1. Company officers and directors. 

2. Member's of a plan's Investment or Administrative Committee. 

3. Insurance Agents, Stock Brokers, and Accountants.

· DID YOU KNOW? 

1. Despite any indemnification agreement that may exist, EACH FIDUCIARY IS PERSONALLY RESPONSIBLE to the benefit plan for any loss caused by improper action, or inaction, on his/her part. 

2. If two or more fiduciaries both contribute to a loss EACH IS LIABLE FOR THE FULL AMOUNT AND NEITHER CAN MAKE THE OTHER SHARE THE REPAYMENT.

· DID YOU KNOW? 

Insurance for this exposure is cheap.  Depending on asset size, premiums usually run from $100 to $1,000 annually. 

Fiduciary Liability Insurance

Are you a fiduciary? Are your personal assets at risk? Are you subject to law suits, fines, and penalties? Many people are and don't know it. 

The rules and regulations of the Employee Retirement Income Security Act of 1974 (ERISA) include very strict guidelines for fiduciaries of plans that fall under ERISA control. Some of the plans that are subject to ERISA regulations include the following: 

1. Pension plans 

2. Profit-sharing plans 

3. Thrift and savings plans (such as 401k plans) 

4. ESOP's 

5. Welfare plans (such as life insurance, hospital and medical insurance, disability insurance, and prepaid legal services) 

ERISA's definition of an employee benefit plan is very broad and can include any plan, fund, or program established or maintained for the purpose of providing employee benefits to its participants or their beneficiaries. 

Today, most employers have one or more plans for their employees that fall under ERISA guidelines. Who are the fiduciaries of these plans? 

According to ERISA, a fiduciary is any person so named in a plan or any person who exercises any discretionary authority or control with respect to the management or administration of the plan or its assets. This will normally include the plan sponsor, the plan administrator, trustees, and investment managers along with any other persons, including employees who are involved with any aspect of handling the plan or its assets. 

Strict standards are in place for fiduciaries and any breach of their responsibilities can result in lawsuits and statutory penalties. A lawsuit against a fiduciary can be filed by the Secretary of Labor, any plan participant or beneficiary, or by another plan fiduciary. The Treasury Department and the Pension Benefit Guarantee Corporation can also impose penalties or bring lawsuits against plan fiduciaries. 

7. FOR PROFIT DIRECTORS & OFFICERS LIABILITY

Explanation of Coverage 

Growing Needs and Exposures

With new laws and court decision more broadly defining the responsibilities of corporate executives, the number of personal liability suits -- and the value of the settlements of these suits -- is escalating every year. Even when executives win, they lose. Legal costs are escalating along with the settlements. Every Director, Trustee, and Officer of a company -- public, private, or family-owned -- is a potential target for significant financial loss.

Corporate Directors and Officers are being watched more closely than ever by stockholders and other interested parties. Wise management must protect its key executives against personal liability with effective insurance coverage when they act in the name of the company. 

As a director or officer of "their" corporation, your stockholders watch every move you make. Some are convinced they could run the company better than you. Others don't see you as a person; they see you as a target for a lawsuit.

Then there are the vast majority of stockholders. They simply want to make sure "their" corporation is being managed properly. It doesn't matter how much (or how little) stock they own or how much they know about your company. They do know their rights. And they take those rights very seriously. So seriously in fact that, each year, more and more directors and officers face stockholders suits. 

And that's only part of the problem. 

Other sources of possible liability lawsuits loom.

1. Your competition: who can bring suit against you for allegedly unfair competition in the marketplace. 

2. Government authorities: such as The Securities & Exchange Commission and the Federal Trade Commission who can bring action against you. 

Director’s & Officer’s Liability insurance protects Directors or Officers against losses resulting from suits originating in any quarter brought against a Director or Officer for an allegedly "wrongful act." Wrongful acts can include: 

1. Failure to stop action resulting in damage to the company; 

2. Unwarranted dividend payments, salaries or compensations; 

3. Failure to attend meeting of Directors or Officers; 

4. Misuse of company funds; 

5. Imprudent loans resulting in loss to the company; 

6. Inefficient administration resulting in losses; 

7. Misstatement of financial reports; 

8. Exceeding authority granted by Charter or Bylaws; 

9. Violation of covenants in loan agreement or indenture; 

10. Failure to disclose promptly information relative to significant developments with respect to company; 

11. Violation of any of the responsibilities, obligations or duties imposed upon fiduciaries by the employee retirement income security act of 1974 or amendments thereto;

12. Antitrust Violations; 

13. Breach of duty to minority stockholders; 

14. Failure to honor employment contract;

15. Illegal payment to public official;

16. Manipulation of stock value; 

17. AND MORE! 

8.PROPERTY MANAGERS ERRORS AND OMISSIONS

Property managers are involved in many activities that often result in professional liability to owners and others. The responsibilities of property managers may include the activities outlined below. However, some companies or managers may only provide limited services such as rental collections or maintenance. 

9.NONPROFIT DIRECTORS AND OFFICERS (D&O) LIABILITY INSURANCE

Persons who are directors, trustees, and officers of nonprofit organizations are subject to personal liability and lawsuits due to failure to properly perform their duties. Nonprofit directors and officers liability insurance is an excellent way to transfer many of these loss exposures to another party (an insurance company). 

Are you insured for any nonprofit boards that you sit on? 

The term "nonprofit" in this discussion is a bit of a misnomer, since many nonprofit entities can, and do, earn a profit. Furthermore, there is a wide range of nonprofit organizations whose services benefit either the public at large or the members of the nonprofit entity itself. Examples include hospitals and nursing homes, condominium and homeowners associations, educational institutions, foundations, religious and social service facilities, trade associations, fraternal organizations and chambers of commerce. 

Many actions by persons within the nonprofit organization can trigger a lawsuit in today's legal climate. For example, over 50% of all D&O claims against nonprofits involve improper employment related practices, such as wrongful termination, discrimination, breach of contract, and sexual harassment. 

Suits may also be brought by any of the following: 

1 Beneficiaries, who feel that they were either denied benefits of the nonprofit or received less than they were entitled to receive. 

2 Donors, who allege that their contributions are either being wasted or are not being used to advance the purposes of the organization, as stated in its charter. 

3 Outside parties, who claim libel, slander or plagiarism due to the content of a presentation or publication by the organization? 

4 Board members, who sue other directors, claiming misinterpretation of the charter (such as improper decisions regarding what funds and services are to be provided to the public) or a conflict of interest. 

5 State attorney Generals, alleging mismanagement or antitrust activity. 

Tenant Discrimination

Housing discrimination lawsuits can arise from virtually any violation of the Fair Housing Act, including non-compliance of occupancy standards, discrimination on the basis of race, religion, age, sex, sexual preference, national origin, familial status or disability.

Violation of the Fair Housing Act carries a minimum fine of $11,000 in civil penalties for the first offense and $55,000 for each additional offense. 
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Surety Bonds

Surety bonds guarantee that obligations will be fulfilled. The obligation may involve completing a contractual commitment, paying a debt, or performing certain duties. If the commitment is not met, a sum of money, up to but not exceeding the full penalty, becomes payable as damages. Each bond is a written contract between three ( 3 ) parties. The three parties to a bond are as follows;

1. The Principal
a.
Definition – The part of the assessment or duty that must fulfill the act / promise.

b.
Example – The contractor who agrees to build a bridge for an agreed amount of money. The contractor is the party who has agreed to fulfill the obligation. 
2. The Obligee

Example – The county that wants the bridge built. The county is the Obligee for whose benefit the bond is written. If the Principal defaults on the obligation, damages are payable to the Obligee.

3.   The Guarantor / Surety
The “surety” (Insurance Company) providing the bond for a fee. The Surety joins the Principal in guarantying fulfillment of the obligation.

I. Construction Bonds

 Issued to guarantee completion of an awarded contract with specified deadlines and timeframes.

The above are used to assure the following types of construction:

a.
Dam

b.
Bridges

c.
Roads

d.
Tunnels

e.
Shopping Malls, Etc.

Example: City Councils require this type of bond to ensure completion of new road construction from a general contractor.

II. License & Permit Bonds

1. To guarantee that laws and regulations as well as the activities are adhered to buy the following:

a. Funeral Directors; or

b. Real Estate Brokers, etc. as well as to guarantee that certain taxes are paid on the sale of the following.

1.
Gasoline

2.
Liquor

3.
Tobacco products

III. Judicial Bonds


Judicial bonds fall into two ( 2 ) broad categories;

1. Litigation or Court Bonds

a.
When a bail is issued, someone who has been arrested is released from jail while waiting for his or her court proceedings.

2.  Cost Bond 

a. Guarantees the plaintiff (principle) will pay court costs and any damages to the defendant if the plaintiff loses the case.

Plus, there are other types of litigation such as appeal bonds, attachment bonds, and injunction bonds.

EMPLOYEE DISHONESTY INSURANCE

Many employers do not realize how vulnerable they are to financial loss caused by the fraudulent acts of their employees. A common response from an employer is, "My employees are like family, they would never steal from me," or, "My business isn't the type where employees steal anything." How wrong they are! 

Every year, millions of dollars are lost due to employee dishonesty. Many businesses suffer severe financial damage and, in a number of cases, even end up in bankruptcy. It's not uncommon when reading the paper to see articles about the long-time, trusted employee who has been siphoning money out of the employer's business for years. While some acts are one-time thefts, most large losses are caused by long-term, ongoing schemes that are cleverly hidden for years. 

What can employers do to protect themselves from this risk? 

There are two steps that should be taken. 

(1) The first step is to establish a loss prevention program. 

(2) The second step is to obtain employee dishonesty insurance. 

A loss prevention program for employee dishonesty involves many factors. It's important to understand the causes behind most claims in order to help prevent them. 

1. Opportunity 
Even the most honest employee can be tempted to steal if proper controls are not in place and if given the opportunity. 

2. Pressure 
Economic pressures caused by such things as drug or alcohol dependency, gambling problems, divorce, and serious illness can create a situation where an employee becomes desperate enough to steal. 

3. Attitude 
An employee who feels they have been treated unfairly may think that the company owes them something and they have a right to take it. This often occurs when someone doesn't get the raise or promotion they feel they deserve or when the company starts layoffs and they think they are going to lose his or her job. 

DEFINITIONS:

1. Burglary
Means the taking of property from inside the premises by a person unlawfully entering or leaving the premises as evidenced by marks of forcible entry or exit.  Visible marks or damage at the point of entry or exit are needed to confirm the burglary.

2. Extortion - Hostage -
Means the surrender of property away from the premises as a result of a threat communicated to the insured to do bodily harm to an insured or an employee, or to a relative or anyone else that the insured had interest in, in an attempt to hold the person hostage.

3. Robbery
Means taking property from the care and custody of a person by someone who has caused or threatened to cause bodily harm, or who has committed an obviously unlawful act which the victim witnessed.

4. Safe Burglary
Means the taking of property from within a locked safe or vault.  There must be visible marks of forced entry.  This also includes the removal of a safe from a premises.

5. Theft
Means taking another person’s property.

6. Kidnapping
Means seizing, detaining, and carrying away a person under the use or threat of unlawful force, or fraud.  Kidnapping involves moving the victim from one location - if simply detained at the same location, the victim is held hostage.

          7. Occurrence            
Means all loss, whether caused by one or more persons, or involving a single act or a series of related acts.
           8.  Occurrence Policy
      A policy covering claims that arise out of damage or injury that took place during the policy period, regardless of when claims are made. Most commercial general liability insurance is written on an occurrence form.                                           
 9. Banking Premises
Means the interior of that portion of any building occupied by a banking institution or safe depository.

10. Custodian - On Premises -

Means the named insured, any of the named insured’s partners, or any employee, while having care and custody of insured property inside the premises, but it does not include any person while acting as a watch person or janitor.  NOTE:  Must be on the premises.

11. Messenger
Means the insured, any of the insured’s partners or employees while having care and custody of property outside the premises.  NOTE:  Must be away from the premises.

12. Premises
Means the interior of that portion of any building occupied by the insured for the purpose of conducting business.

13. Watch Person

Means any person the insured retains to have care and custody of property inside the premises, and who has no other duties. 

Crime Coverage Form

There are 17 Crime Coverage forms written under 10 different plans, they are as follows:

1. Employee Dishonesty
Provides coverage for losses resulting from employee dishonesty, and it covers loss of money, securities, and property other than money and securities. Coverage that guarantees that the insurance company will pay the insured business or individual for money or other property lost because of dishonest acts of its bonded employees, either named or by positions. The bond covers all dishonest acts, such as larceny, theft, embezzlement, forgery, misappropriation, wrongful abstraction, or willful misapplication, whether employees act alone or as a team. Businesses often bond their employees not only because the insurance will pay for the losses, but also because the bonding company may prevent losses by uncovering dishonesty in the work history of a new employee. Since a fidelity bond makes up only a part of protection against theft, other crime insurance is mandatory. Employee dishonesty insurance is usually bought through an individual Fidelity Bond, blanket position bond, commercial blanket bond, or a name schedule bond.

2. Forgery or Alteration
Protects the insured against losses resulting from forgery or alteration of outgoing checks, drafts, promissory notes and similar instruments drawn against the insured’s accounts.  It does not cover incoming checks, which have been forged.

 3. Commercial Articles
Used to insure the interests of the owner of commercial cameras, musical instruments and related equipment as well as similar type items for sale..

4. Equipment Dealers
Covers the interest of a dealer of mobile equipment and construction equipment.

5. Film

Used to insure motion pictures, sound tracks, and videotapes.

NOT AUDIO TAPES
6. Premises Burglary
Covers property other than money or securities inside the premises.

7. Computer Fraud
Pays for loss of money, securities and property other than money and securities resulting from computer fraud.  Computer fraud is defined as theft of property following and directly related to the use of any computer to fraudulently cause a transfer from inside the premises or banking premises to a person or place outside the premises.

8. Premises Theft And Robbery Outside The Premises
Covers property other than money and securities against theft on the premises or robbery outside the premises.

9. Lessee’s Of Safe Deposit Boxes
Protects the contents (other than money) of the insured’s safe deposit box while it is in a depository on the premises.
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Appraisal

If the insured and the insurer fail to agree on the actual cash value, amount of loss, or the cost of repair or replacement, either can make a written demand for appraisal.  Each will then select a competent, independent appraiser and notify the other of the appraiser’s identity within 20 days of receipt of the written demand.  The two appraisers will choose an umpire.  If they cannot agree upon an umpire within 15 days, the insured or insurer may request that the choice be made by a judge of a district court of a judicial district where the loss occurred.  The two appraisers will then set the amount of loss, stating separately the actual cash value and loss of each item.  If the insured and insurer request that they do so, the appraisers will also set:


 

a. The full replacement cost of the dwelling.

b. The full replacement cost of any other building up which loss is claimed.


c. The full cost of repair or replacement of loss to such building, without deduction for depreciation.

If the appraisers fail to agree, they will submit their differences to the umpire.  An itemized decision agreed to by any two of these three and filed with the insurer will set the amount of the loss.  Such award shall be binding for the insurer and the insured.

Each party will pay its own appraiser and bear the other expenses of the appraisal and umpire equally.

Actual Cash Value (ACV)

An amount equivalent to the replacement cost of lost or damaged property at the time of the loss, less depreciation. 

Arbitration

A determination made by impartial experts of the value of property or the extent of damage.  Arbitration is an alternative to litigation of matters in dispute.

Agreed Value
Provides specific limits of insurance based on an agreed value pre-established by the insured and insurer for certain items of property.  If a loss occurs, it is paid up to the agreed amount.

Absolute Liability

Liability for damages even though fault or negligence cannot be proven. 

Accident
An event or occurrence which is unforeseen and unintended. 

Accident report form

An accident report form is used to record key information about the accident.

Accidental Death Benefit

A benefit in addition to the face amount of a life insurance policy, payable if the insured dies as the result of an accident. Sometimes referred to as double indemnity. 

Act of God

A flood, earthquake or other non preventable accident resulting from natural causes that occur without any human intervention. 

Adjuster

A person who investigates and settles losses for an insurance carrier.

Adjusting

The process of investigating and settling losses with or by an insurance carrier. 

Adjustment Bureau

Organization for adjusting insurance claims that is supported by insurers using the bureau's services.  

Administrative Services Only (ASO) Plan

An arrangement under which an insurance carrier or an independent organization will, for a fee, handle the administration of claims, benefits and other administrative functions for a self-insured group. 
Adverse Selection

The tendency of persons who present a poorer-than-average risk to apply for, or continue, insurance to a greater extent than do persons with average or better-than-average expectations of loss. 

Advertising Injury

Injury rising out of an offense committed in the course of your advertising activities, if such injury rises out of libel, slander, defamation, violation of right of privacy, piracy, unfair competition or infringement of copyright, title or slogan. 
Agent

An insurance company representative licensed by the state who solicits, negotiates or effects contracts of insurance, and provides service to the policyholder for the insurer. 
Aggregate Indemnity

The maximum dollar amount that may be collected for any disability or period of disability under the policy. 
Aggregate Limit

1. A limit in an insurance policy stipulating the most it will pay for all covered losses sustained during a specified period of time, usually one year. Aggregate limits are commonly included in liability policies. While not often used in property insurance, aggregates are sometimes included with respect to certain catastrophic exposures, e.g., earthquake and flood. 

2.  The dollar amount of reinsurance coverage during one specified period, usually 12 months, for all reinsurance losses sustained under a treaty during such period. 
Agreed Amount Endorsement

An endorsement to a policy made by the insurance company wherein it waives the coinsurance clause on the specified property. As long as this endorsement is in effect, there would be no coinsurance penalty at the time of a claim. By combining an Agreed Amount Endorsement with a Replacement Cost Endorsement you can obtain an unusually high quality of insurance coverage.  

AHI

Association of Health Insurance Advisors  
Alien Insurer

An insurance company domiciled in another country. 
Allied Lines

A term for forms of property insurance allied with fire insurance, covering such perils as windstorm, hail, explosion, and riot. 

Allocated Benefits

 Benefits for which the maximum amount payable for specific services is itemized in the contract. 
All–Risks Policy

Coverage by an insurance contract that promises to cover all losses except those losses specifically excluded in the policy.  To be covered for damage or loss under a “basic” contract, the damage or loss must be caused by a peril that is  “named” or listed in the contract.  Consequently, if damage or loss is caused by a peril that is not named, there is no coverage.  In an all–risk policy, coverage s provided unless specifically excluded.  The contract exclusions must be considered in determining coverage.

Amendment

A formal document changing the provisions of an insurance policy signed jointly by the insurance company officer and the policy holder or his authorized representative. 
Assignment

The legal transfer of one person's interest in an insurance policy to another person. 

Automobile Liability Insurance
Coverage designed to provide protection for the insured against financial loss because of legal liability for car-related injuries to others or damage to their property. 

Bad faith

Accusations by policyholders that insurers took steps to deliberately delay, underpay, or deny a claim.
Bailee

An individual or entity that holds property of another. 

* Examples are dry cleaners, jewelers, repairers. 

Bailee Insurance

Coverage designed to protect for loss or damage to property of customers regardless of a bailee's legal liability. Bailee insurance is inland marine coverage on property entrusted to the insured for storage, repair, or servicing. It is typically purchased by businesses such as dry cleaners, jewelers, repairers, furriers, etc. 

Beach and Windstorm Plans

Beach and Windstorm plans are usually offered in states where high numbers of hurricanes make it impossible for coastal property-owners to find insurance in the regular market. Under this system, the state organizes a pool of funds from all the insurers licensed in that state. The state then uses the pool to provide insurance for coastal properties. Texas is one of seven states to offer a state sponsored windstorm plan.
Beneficiary

The person or entity designated or provided for by an insurance policy's terms to receive any benefits provided by the policy or plan upon the death of the insured. 
Binder
A written or oral contract issued temporarily to place insurance in force when it is not possible to issue a new policy or endorse the existing policy immediately. A binder is subject to receipt of the premium and all the terms of the policy to be issued. It is a legal agreement that serves to effect insurance coverage for a specified period of time until the actual insurance policy can be issued. 
Binding Receipt

A receipt given for a premium payment accompanying the application for insurance. If the policy is approved, this binds the company to make the policy effective from the date of the receipt.  
Blanket Insurance

A policy designed to provide coverage under a single limit for two or more items (e.g., building and/or contents), two or more locations, or a combination of items and/or locations.
Block Policy

A form of inland marine insurance designed to cover loss to the property of a merchant, wholesaler, or manufacturer including: property of others in the insured's care, custody, or control, property on consignment and property sold but not delivered.  Common block policies are jeweler's block and furriers block policies. 

Bond

1. A certificate issued by a government or corporation as evidence of a debt. The issuer of the bond promises to pay the bondholder a specified amount of interest for a specified period and to repay the loan on the expiration (maturity) date. 

2.  A certificate or policy issued by an insurance company guaranteeing performance, fidelity or surety. 

Broker 

A marketing specialist who represents buyers of property and liability insurance and who deals with either agents or companies in arranging for the coverage required by the customer. 
Builders Risk Insurance

Indemnifies for loss of or damage to a building under construction. Insurance is normally written for a specified amount on the building and applies only in the course of construction. Coverage customarily includes fire and extended coverage and vandalism and malicious mischief. Builders risk coverage can be extended to a "special" form as well. The builders risk policy also may include coverage for items in transit to the construction site (up to a certain percentage of value) and items stored at the site. 

Burglary and Theft Insurance

Coverage against property losses due to burglary, robbery, or larceny. 

Business Interruption Insurance

Coverage designed to provide protection for a business owner against losses resulting from a temporary shutdown because of fire or other insured peril. The insurance provides reimbursement for lost net profits and necessary continuing expenses. This form of insurance provides loss of income coverage (i.e., disability income) for your business by replacing your operating income during the period when damage to the premises or other property prevents income from being earned.

Cargo Insurance

Type of ocean marine insurance designed to protect the shipper of the goods against financial loss if the goods are damaged or lost. 
Catastrophe

Event which causes a loss of extraordinary magnitude, such as a hurricane or tornado. 

Causes-of-Loss Form

Form added to commercial property insurance policy that indicates the causes of loss that are covered. There are four causes-of-loss forms: 

Claim

A request for payment of a loss which may come under the terms of an insurance contract. 

Claims Adjuster

Person who settles claims: an agent, company adjuster, independent adjuster, adjustment bureau, or public adjuster. 

Class Rating

Rate-making method in which similar insured’s are placed in the same underwriting class and each is charged the same rate. Also called manual rating. 

Collision Insurance

Protection against loss resulting from any damage to the policyholder's car caused by collision with another vehicle or object, or by upset of the insured car, whether it was the insured's fault or not. 

Commercial Lines

Insurance for businesses, organizations, institutions, governmental agencies, and other commercial establishments.  
Commission

The part of an insurance premium paid by the insurer to an agent or broker for his services in procuring and servicing the insurance. 

Commissioner

A state officer who administers the state's insurance laws and regulations. In some states, this regulator is called the director or superintendent of insurance. 
Company Adjuster

Claims adjuster who is a salaried employee representing only one company. 

Comparative Negligence

Under this concept, a plaintiff (the person bringing suit) may recover damages even though guilty of some negligence. His or her recovery, however, is reduced by the amount or percent of that negligence. 
Comprehensive Automobile Insurance

Coverage designed to provide protection against loss resulting from damage to the insured auto, other than loss by collision or upset. 

Comprehensive General Liability Insurance

Under this form of insurance and regarding a covered occurrence, the company will pay all sums the insured becomes legally obligated to pay as damages due to bodily injury (Coverage A) or property damage (Coverage B).

Concealment

Deliberate failure of an applicant for insurance to reveal a material fact to the insurer. 
Concurrent Causation

Legal doctrine that states when a property loss is due to two causes, one that is excluded and one that is covered, the policy provides coverage. 
Confining Sickness 

An illness that confines an insured person to his home or to a hospital.
Consequential Loss

Financial loss occurring as the consequence of some other loss. Often called an indirect loss. Consequential loss or damage is indirect loss or damage resulting from loss or damage caused by a covered peril, such as fire or windstorm. In the case of loss caused where windstorm is a covered peril, if a tree is blown down and cuts electricity used to power a freezer and the food in the freezer spoils, if the insurance policy extends coverage for consequential loss or damage then the food spoilage would be a covered loss. Business Interruption insurance extends consequential loss or damage coverage for such items as extra expenses, rental value, profits and commissions, etc. 

Contingent Beneficiary

The person or persons designated to receive the benefits of a policy or plan if the primary beneficiary dies while the insured is living. 

Contributory Negligence

Principle of law recognizing that injured persons may have contributed to their own injuries. (not observing “DON’T WALK”  sign at a crosswalk)
Debris Removal Clause

This clause extends insurance coverage to include the cost of debris removal resulting from damage caused by a covered loss up to a specified limit of loss. The clause is an additional property insurance coverage.  

Direct Loss

Financial loss that results directly from an insured peril. 

Direct Writer

The industry term for a company which uses its own sales employees to write its policies. Sometimes refers to companies which contract with exclusive agents. 
 Directors' and Officers' Liability: 
The exposure of corporate managers to claims from shareholders, government agencies, employees and others, alleging mismanagement. 

Domestic Insurer

An insurance company is a domestic company in the state in which it is incorporated. 

Double Indemnity

A policy provision usually associated with death, which doubles payment of a designated benefit when certain kinds of accidents occur. 

E&O

Errors and omissions insurance. Errors and omissions coverage (E&O) pays your defense costs if you're sued for negligence in providing a product or service to a client. It can also cover (at least partially, depending on your policy) your costs if you're found liable and have to pay damages.

Earthquake insurance

Earthquake policies are similar to regular homeowner's policies but without the liability coverage. 

Effective Date

The date on which the insurance coverage under a policy, begins. 
Embezzlement

Fraudulent use or taking of another's property or money which has been entrusted to one's care. 

Employee Dishonesty Insurance

Coverage designed to protect an employer from financial loss due to the fraudulent activities of one or more employees. The coverage includes protection for loss of money, securities, and other property of the insured. Some scheduled policies are still available, but the majority are written on a blanket basis. 

This provides coverage for all employees, subject to the policy definitions. The limit of liability is "per loss" and is applied on an occurrence basis. All acts involving the same employee or group of employees is considered one occurrence. 

Employee Retirement Income Security Act (ERISA)

Legislation passed in 1974 applying to most private pension and welfare plans that require certain minimum standards to protect participating employees. · Employment Practices Liability Insurance: Coverage designed to protect the corporation, directors & officers and employees for claims resulting from wrongful termination, discrimination, sexual harassment, wrongful discipline and failure to employ or promote. 

Employment Stock Ownership Plan (ESOP)

A defined contribution pension plan which is designed to invest primarily in securities of the employer, such as common stock and debentures.

Errors and Omissions Insurance

Coverage designed to protect an insured against loss due to a claim of some negligent act, error, or omission by the insured. 
ERISA

The Employee Retirement Income Security Act of 1974 (ERISA) is a federal law that affects pension and profit–sharing plans. Among other provisions, this law specifies a published summary plan must be distributed to participants within 120 days after adoption of the plan and within 90 days after an employee becomes a participant. The law requires that a summary plan description be issued every 5 years.
Estoppel 

This means that something is allowed to continue because all defenses against it are stopped.  Estoppel prevents the insurer from reasserting a right previously waived, or from changing conduct the insured has begun to rely on and act upon, if doing so would be harmful to the insured.  An insurer who continually accepts late premium payments may be stopped from any prompt cancellation of policies for non-payment.  If an agent ignores a policy violation he or she, in effect, waives the violation as grounds for denying coverage.

Exclusions

Specific conditions or circumstances listed in the policy for which the policy will not provide benefit payments. 

Exclusive Agent

An agent who is employed by one and only one insurance company and who solicits business exclusively for that company. 

Experience Rating

The process of determining the premium rate for a group risk, wholly or partially on the basis of that group's experience. 

Explosion

A violent expansion, with force and noise, generally due to rapid chemical change; term covered under various property/casualty insurance policies. 

Extended Coverage Insurance

Protection for the insured against property damage caused by windstorm, hail, smoke, explosion, riot, civil commotion, vehicle and aircraft. This is provided in conjunction with the fire insurance policy and the various package policies.  
Facility of Payment

 Element usually found in industrial life insurance policies under which the insurance company upon the death of the insured under certain conditions is allowed to choose the beneficiary if the beneficiary named in the policy is a minor or deceased. For example, the funeral home may receive a death benefit if the beneficiary is not alive.

Family Income Policy

Special life insurance policy combining decreasing term and whole life insurance that pays a reduced monthly income (eg., $10 for each $1000 of life insurance) if the insured dies within the specified period. The monthly income is paid to the end of the period, at which time the face amount of insurance is paid. 

Family Policy

A life insurance policy providing insurance on all or several family members in one contract, generally whole life insurance on the principal breadwinner and small amounts of term insurance on the other spouse and children, including those born after the policy is issued. 

Family Purpose Doctrine

Concept that imputes negligence committed by immediate family members while operating a family car to the owner of the car. 

Farm Mutual

Local mutual insurance company that insures farm property in a limited geographical area primarily through assessable policies. 
Farm owner’s – Ranch owner’s Policy

A package policy for a farm or a ranch, providing property and liability coverages against personal and business losses. 
Federal Crop Insurance

Comprehensive coverage at rates subsidized by the federal government for unavoidable crop losses, including those that result from hail, wind, excessive rain, drought, freezes, plant disease, snow, floods, and earthquake.  
Federal Flood Insurance

Insurance sold by private insurers with rates subsidized by the federal government to persons who reside in flood zones and whose community joins the program and agrees to establish and enforce flood control and land-use measures. 

Federal Insurance Administration (FIA)

The Federal Insurance Administration is a federal organization that administers the National Flood Insurance Program.  Aside from flood insurance, the FIA has no control over insurance regulation.

Federal Surety Bond

Type of surety bond required by federal agencies that regulates the actions of business firms. It guarantees that the bonded party will comply with federal standards, pay all taxes or duties accrued, or pay any penalty if the bondholder fails to pay.  

Fidelity Bond

A form of protection which reimburses an employer for losses caused by dishonest or fraudulent acts of employees. 
Fiduciary

A person legally appointed and authorized to hold assets in trust for another person. The fiduciary manages the assets for the benefit of the other person rather than for his or her own profit.

Fiduciary Liability Insurance

Coverage designed to protect against loss for any alleged wrongful act by an insured or by any other person for whom the insured is legally responsible. It also covers the defense costs in connection with a covered claim.  A wrongful act includes any violation of the responsibilities, obligations, or duties imposed on fiduciaries by the Employee Retirement Income Security Act (ERISA), as well as acts, errors or omissions in the performance of the duties of the plan administrator. Also known as pension trust liability. 
Final Average Formula

A pension plan formula that bases retirement benefits on earnings during the final years (e.g.., 3 years or 5 years) of employment. 

Fire                                                            

A combustion accompanied by a flame or glow, which escapes its normal confines to cause damage. 

Fire Insurance

Coverage designed to protect against losses caused by fire and lightning, plus resultant damage caused by smoke and water. 
Fixed-income assets

Bonds, preferred stock, mortgage loans on real estate, and policy loans.

Flood Insurance

Coverage against loss resulting from the flood peril, widely available at low cost under a program developed by the private industry and the federal government. 

Foreign Insurer

An insurer is a foreign company in any state other than the one in which it is incorporated.  

Forgery or Alteration Insurance

Coverage designed to protect from loss sustained through forgery or alteration of outgoing negotiable instruments made or drawn by or on the accounts of the insured, or made or drawn by one acting as the insured's agent. This includes loss caused by

1. checks or drafts made or drawn in the insured's name, payable to a fictitious entity,  

2. checks or drafts, including payroll checks, executed through forged endorsement

3. alteration of the amount of a check or draft. 

401(k) Plan

A salary reduction plan that allows employees to contribute a portion of their salaries on a tax-deferred basis. 
Fraternal Insurance

A cooperative type of insurance provided by social organizations for their members.  

Fraternal Society

A social organization that provides insurance for its members. 

Fraud

Dishonest act by policyholders to obtain payment of an insurance claim that would otherwise not be covered by insurance. It also could involve lying or misrepresentation by an insurance company or its officials.

General Average

In ocean marine insurance, a loss incurred for the common good that is shared by all parties to the venture. 

General Damages

Damages awarded to an injured person for intangible loss which cannot be measured directly by dollars. Frequently called pain and suffering. General damages are distinguished from special damages which are awarded for actual economic loss, such as medical costs, loss of income, etc. 
Glass Insurance

Protection for ‘loss of’ or ‘damage to’ glass and its appurtenances. 

Grace Period

A specified period after a premium payment is due, in which the policyholder may make such payment, and during which the protection of the policy continues.
Gross Negligence

The intentional failure to perform a manifest duty in reckless disregard of the consequences as affecting the life or property of another 

Group Insurance

Insurance written on a number of people under a single master policy, issued to their employer or to an association with which they are affiliated. 

Group Life Insurance

Life insurance usually without medical examination, on a group of people under a master policy. It is typically issued to an employer for the benefit of employees or to members of an association, for example a professional membership group. The individual members of the group hold certificates as evidence of their insurance. 

GSE

Government-Sponsored Enterprises (Freddie Mac and Fannie Mae)

Guaranteed Auto Protection (GAP) Insurance

In the event of a total vehicle loss, GAP insurance covers the difference between your net auto insurance payout and your outstanding balance on the vehicle's retail loan or lease contract. 

Guaranty Fund

A fund, derived from assessments against solvent insurance companies, to absorb losses of claimants against insolvent insurance companies.

Hazard

Condition that creates or increases the chance of loss. 

Health Maintenance Organization (HMO)

An organization that provides a wide range of comprehensive health care services for a specified group at a fixed periodic payment.  The HMO can be contracted with and sponsored by the government, medical schools, hospitals, employers, labor unions, consumer groups, insurance companies, and hospital-medical plans.
High-Risk Automobile Insurer

Company that specializes in insuring motorists who have poor driving records or have been canceled or refused insurance. · 

Hold-Harmless Clause: Clause written into a contract by which one party agrees to release another party from all legal liability, such as a retailer who agrees to release the manufacturer from legal liability if the product injures someone. 

Hull Insurance

1. Class of ocean marine insurance that covers physical damage to the ship or vessel insured. Typically written on an "all-risks" basis. 

2.  Physical damage insurance on aircraft, similar to collision insurance in an automobile policy. 

Imputed Negligence

Case in which responsibility for damage can be transferred from the negligent party to another person, such as an employer.  

Indemnification

Compensation to the victim of a loss, in whole or in part, by payment, repair, or replacement. 
Indemnity

Legal principle that specifies an insured should not collect more than the actual cash value of a loss but should be restored to approximately the same financial position that existed before the loss. 

Independent Adjuster

Claims adjuster who offers his or her services to insurance companies and is compensated by a fee. 
Independent Agent

An independent business person who usually represents two or more insurance companies in a sales and service capacity and who is compensated by commissions. 

Individual Retirement Account (IRA) Traditional
An account to which an individual can make annual contributions of earnings up to $5,000 ($6,000 per year if over the age of 50). These contributions are tax deductible for most workers, and income earned in the account is deferred until withdrawn. 

Inland Marine Insurance

A form of insurance designed to cover articles in transit as well as bridges, tunnels and other means of transportation and communication. Besides goods in transit (generally excepting ocean cargo), it includes numerous floater policies, such as those covering personal effects, personal property, jewelry, furs, fine arts, and other items. 

Insurance Commissioner

The top insurance regulatory official in a state

Insurance Credit Score

An insurance credit score is a number that is determined by looking at certain aspects of an individual's credit history. This number is provided to insurance companies by a credit evaluation service. Insurance companies then use this number as one of many factors that determine the rates a policyholder is charged. Statistics have shown that insurance scores are an accurate tool to help predict the amount of claims that a policyholder will file.

Insurance Examiner

The representative of a state insurance department assigned to participate in the official audit and examination of the affairs of an insurance company. 
Insurance Pool

An insurance pool is a group of insurance companies that pool their assets in order to share the loss potential of insuring large risks such as nuclear power stations.  Some pools are mandated by the state to cover risks that cannot obtain coverage in the regular market, such as coastal properties that are prone to hurricane risks.

Insured

A person or organization covered by an insurance policy. 

Insurer

The party to the insurance contract who promises to pay losses or benefits. Also, any corporation engaged primarily in the business of furnishing insurance to the public. See also insurance company. 

Insuring Agreement

That part of an insurance contract that states the promises of the insurer. 

Inter Vivos Trust

A trust created while the creator of the trust is living. Also known as a living trust. 
Intestate

To die without a will. 

Jettison

Hazard covered under a Marine Cargo Insurance policy, defined as the throwing overboard of cargo when done to preserve property from loss. Coverage is not provided under this clause for goods jettisoned because of spoilage, such as foods, plants, hides, etc. (The spoilage may be covered under another clause, or another policy, which can be determined by consulting with your insurance agent). 
Jeweler's Block Insurance

Coverage designed to protect the insured's stock, property left with the insured for repair or other purposes, and the insured's interest in and legal liability for property on consignment from others in the jewelry trade. The policy is written on a special form. Some of the more prevalent perils covered are fire, open stock burglary, inside and outside holdup, safe burglary, theft, pilferage, kidnapping, shoplifting, window smashing, damage or loss of salesman's samples in transit, loss in transit by registered mail, water damage, sprinkler leakage, and smoke damage. 

Judgment Rating

Rate-making method for which each exposure is individually evaluated and the rate is determined largely by the underwriter's judgment. 

Jumbo Risk

A risk involving exceptionally high limits. 

Lapse

The termination or discontinuance of an insurance policy due to non-payment of a premium. 

Legal Reserve

The minimum reserve which a company must keep to meet future claims and obligations as they are calculated under state insurance regulations. 

Liability Insurance

Insurance designed to protect the policyholder from financial loss due to liability resulting from injuries to other persons or damage to their property.  
Life Annuity With 10 Years Certain

A annuity contract which pays an income for as long as the annuitant lives, but if death occurs within 10 years after the annuity payments begin, payments are continued to a named beneficiary for the remainder of the 10 years. 

Limited Policy

An insurance contract which covers only certain specified diseases or accidents. 

Living Trust

A trust created while the creator of the trust is living. Also known as an inter vivos trust. 

Malingering

The practice of feigning illness or inability to work in order to collect insurance benefits. 
Manual Rate

The premium rate developed for a group's insurance coverage from the company's standard rate tables normally referred to as its rate manual or underwriting manual.  
Marine Insurance

A form of insurance primarily concerned with means of transportation and communication, and with goods in transit.

Misrepresentation

A false, incorrect, improper, or incomplete statement of a material fact, made in the application for an insurance policy. 

Moral Hazard

Hazard arising from any nonphysical, personal characteristic of a risk that increases the possibility of loss or may intensify the severity of loss, for instance, bad habits, low integrity, poor financial standing.
Morbidity

The incidence and severity of sicknesses and accidents in a defined class or classes or persons. 

Occurrence Policy / Occurrence
1. Protects you against ANY TYPE OF LIABILITY LOSS DURING A POLICY PERIOD . Even if the claim was made at a later date.
2. An accident, including continuous or repeated exposure to substantially the same general, harmful conditions, that results in bodily injury or property damage during the period of an insurance policy. 

Ocean Marine Insurance

Coverage on all types of vessels, including liabilities connected with them, and on their cargoes. 

PERIL

The cause of a loss insured against in a policy.  The nine perils/ Extended Coverages:

RIOT ~ EXPLOSION ~ VEHICLE ~ CIVIL COMMOTION ~ HURRICANE ~ SMOKE ~ HAIL STORM ~ AIRCRAFT ~ WIND OR WINDSTORM

Physical Damage

“Damage to” or “ loss of”   the auto resulting from collision, fire, theft or other perils.

Policy

The legal document issued by an insurance company to a policy holder, which outlines the conditions and terms of the insurance: also called the policy contract or the contract.

Proof of Loss

Documentary evidence required by an insurer to prove a valid claim exists. It usually consists of a claim form completed by the insured, and for health insurance claims by the insured’s attending physician. For medical expense insurance itemized bills must also be included.

Reinstatement

The resumption of coverage under a policy which has lapsed.

Reinsurance

An agreement between two or more insurance companies by which the risk of loss is proportioned. Thus the risk of loss is spread and a disproportionately large loss under a single policy does not fall on one company.

Retrospective Rating

Rating procedure which allows adjustment of an insured’s final rate on the basis of the insured’s own loss experience. Workers’ Compensation is the best example.
Rider

A document that modifies an insurance policy. It may increase of decrease benefits, waive a condition or coverage, or in any other way amend the original contract.

Self Insurance

A form of risk management through which a firm assumes all or part of its own losses. 
Special Damages

Compensation awarded for actual economic losses, such as medical expenses and lost wages.

Special Risk Insurance

Coverage designed to provide financial protection against risks or hazards of a special or unusual nature.

Subrogation

The right of the insurance company to recover from a third party, the amount paid under the policy. For example, if damage is done to your automobile protected by a collision insurance policy, the insurance company may collect from the party whose automobile ran into your car, the amount of damages which was paid to you, through the process of subrogation.

Surety Bond

An agreement providing for monetary compensation in the event of a failure to perform specified acts within a stated period. The surety company for example, becomes responsible for fulfillment of a contract if the contractor defaults.

Ten Day Free Look

A notice on the first page of health insurance policies that the insured has ten days in which to examine the policy and return it for a refund of premium if he is not satisfied with the policy.

Umbrella Liability

Insures losses in excess of amounts covered by other liability insurance policies: also protects the insured in many situations not covered by the usual liability policies.

Underinsured/Uninsured Motorists Coverage (UM/UIM)

UM/UIM coverage pays for losses from an accident caused by an uninsured motorist or a hit-and-run driver. It also covers any remainder of expenses that the driver at fault did not have sufficient insurance to cover.

Waiver

An agreement attached to a policy which exempts from coverage certain disabilities or injuries that otherwise would be covered by a policy.
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Chapter
In this chapter you will learn Texas statues and rules pertinent to property and casualty adjusting, including:
Section A:         Licensing Requirements
Section B:
Ethics, C P, Marketing Practices, Advertising                                     
Section C:         Adjuster practices, responsibilities, and duties
Section D:         Workers Compensation, 

                  A

Section

Licensing Requirements

Definition

Adjuster- 

Means an individual who, as an independent contractor, or as an employee of an independent contractor, adjustment bureau, association, insurance company or corporation. General property and casualty agent, managing general agent, self-insured, investigates or adjusts losses on behalf of either an insurer or a self-insured, or any person who supervises the handling of claims.

The term "Adjuster" shall not include:

(1) An attorney at law who adjusts insurance losses from time to time and incidental to the practice of law, and who does not advertise or represent that he is an adjuster.

(2) A salaried employee of an insurer who is not regularly engaged in the         adjustment, investigation, or supervision of insurance claims.

(3) Persons employed only for the purpose of furnishing technical assistance to a licensed adjuster including, but not limited to, photographers, estimators, private detectives, engineers, handwriting experts, and attorneys at law.

(4) A licensed agent or general agent of an authorized insurer who processes undisputed and/or contested losses for such insurer under policies issued by said agent of general agent.

(5)   A person who performs clerical duties with no negotiations with the parties on disputed and/or contested claims.

(6) Any person who handles claims arising under life, accident and health insurance policies.

(7)   A person who is employed principally as a right-of-way agent or claims agent and whose primary responsibility is the acquisition of easements, leases, permits, or other real property rights and whose claims handling arises out of operations under those easements, leases, permits, or other contracts or contractual obligations.

(8)   An individual who is employed to investigate suspected fraudulent insurance claims but who does not adjust losses or determine claims payments.

Application for License

Application for a license as an insurance adjuster shall be made to the board upon forms as prescribed and furnished by said board. As a part of, or in connection with any such application, the applicant shall furnish such information concerning his identity, personal history, experience, business record, and other pertinent facts as said board might reasonably require. Each license is valid for a 2 year reporting period. 
          FOR FINGERPRINT INSTRUCTIONS,  see pages 12-13 of app & go to:      http://www.identogo.com 1-888-467-2080  (RESIDENT & NON-RESIDENT)
$50.00 original licensing fee         $50.00 renewal fee         $25.00 late fee

 Late fee + renewal fee =  $75.00

Qualifications for Adjusters License

[image: image4.png]


The commissioner shall license as an insurance adjuster only an individual who has otherwise complied with this Act, and who has furnished evidence satisfactory to the board that:

(1) Is at least 18 years of age.

(2) Is a bona fide resident of this state, or is a resident of a state or country which     will permit residents of this state to act as insurance adjusters in such other state or country.

(3) If a nonresident of the United States, or an insurer complied with all federal laws pertaining to employment or the transaction of business in the United States.

(4) Is a trustworthy person.

(5) Has had experience or special education or training with reference to the handling of loss claims under insurance contracts of sufficient duration and extent to make him competent to fulfill the-responsibilities of an insurance adjuster.

(6) Has successfully passed an examination as required by the commissioner in accordance with this Act or has been exempted according to the provisions of this Act.

· As of January 2004, all adjusters are now required by TDI to attend a minimum of 40 hours of pre-licensing training. Including 2 hours of ethics and consumer protection.
Licensing Requirements for Catastrophe or Emergency

Adjusters In Texas 

· Nonresident insurance adjuster’s exemption: 
Nonresident insurance adjusters do not have to be licensed in Texas when acting as a temporary substitute for a licensed adjuster for the adjustment of losses arising out of a catastrophe common to all such losses.

· Individuals not otherwise licensed as adjusters may be emergency adjusters: 
In the event of a catastrophe, an emergency adjuster license may be issued to residents or nonresidents of Texas who may or may not be otherwise licensed adjusters.

· 90 day period: 
The emergency: license will remain in force for 90 days with an allowable 90-day extension.

· Emergency Adjusters 

are not required to receive a Texas license before commencing work: Within five days of any applicant commencing work, the employer shall submit an application for the emergency adjuster. 

· Emergency adjuster applications 
are given first priority in processing: Emergency adjuster applications are processed on the day received ahead of all other applications.

Article 21.07-4 Sec. 2. (a) of the Texas Insurance Code states:

"No person shall act as or hold himself out to be an adjuster in this state unless then licensed therefore by this state, except that an individual who is undergoing education and training as an adjuster under the direction and supervision of a licensed adjuster, may for a period not exceeding 12 months act as an adjuster without having an adjuster's license, if at the beginning of such training period, the name of such trainee has been registered as such with the commissioner. No license shall be required under this article of a nonresident insurance adjuster for the adjustment in this state of a single loss, or losses arising out of a catastrophe common to all such losses, or who is acting as a temporary substitute for a licensed adjuster, unless as outlined specifically in a separate section of this law:"

Texas will grant reciprocity in licensing non-resident

adjusters.

The following states issue an adjuster license that would allow reciprocal licensing in Texas:

1. Alabama

2. Alaska

3. Arizona

4. Arkansas

5. California

6. Connecticut

7. Delaware

8. Florida

9. Georgia

10. Hawaii

11. Idaho

12. Kentucky

13. Maine
14. Massachusetts

15. Michigan

16. Minnesota

17. Mississippi

18. Montana

19. Nevada

20. New Hampshire

21. New Mexico

22. New York

23. North Carolina

24. Oklahoma

25. Oregon

26. Rhode island

27. South Carolina

28. Utah

29. Vermont

30. Washington

31. West Virginia

32. Wyoming

License by Reciprocity

The board may waive any license requirement for an applicant with a valid license from another state having license requirements substantially equivalent to those in this state.

RECIPROCITY STATEMENT
Texas' version of the Producer Licensing Model Act became law on September 1, 2001.

Since that date Texas has been licensing nonresident individuals and entities. If the nonresident applicant holds a license in good standing in applicant's state of residence and that state will grant a nonresident license to a Texas resident on a reciprocal basis, then the nonresident applicant may apply for comparable license authority in Texas and be exempt from examination, continuing education and criminal history report requirements. Also, Texas has waived fingerprint requirements for nonresidents.

For more information contact: [image: image1.png]


License@tdi.state.tx.us 

Last updated: 04/21/2009 
How do I apply for a Texas non-resident license?
Non residents may apply by reciprocity and are exempt from the fingerprint card requirement. Non residents may apply to TDI by submitting:

1. Completed TDI Agent/Adjuster License Application (Individual) or the Uniform non-resident application

2. Application fee

3. A letter of certification obtained from their home state department of Insurance or a National Producer Database (PDB) printout.

Non-resident applicants who do not hold a current license in good standing in their state of residence must, through the law enforcement agency of that state, submit a copy of their criminal history records along with a completed license application and fees. They must pass the proper Texas licensing examination (if required). 
FOR FINGERPRINT INSTRUCTIONS, go to: http://www.identogo.com 1-888-467-2080  (also pages 12 & 13 of your TDI app)
Go online to TDI’s website to check for updates frequently. www.tdi.texas.gov
Continuing Education

A. Licensees, shall complete 30 hours of continuing education within each reporting period, except that licensees holding only a license issued under Insurance Code Articles 21.07-1 §§4 and 6. (Limited lines and life insurance not exceeding $15,000) and 21.14 §§6 and 9 (limited lines and county mutual agent) shall complete 10 hours of continuing education during each reporting period. Licensees shall complete at least two hours of the continuing education requirement in certified ethics and/or consumer protection courses. Licensees may satisfy the remainder of the: continuing education requirement by completing certified courses applicable to any license type.

B. Licensees holding more than one license issued under the. Insurance Code shall not be required to complete more than 30 hours of continuing education courses, two hours of which must be in certified ethics or consumer protection courses, within each reporting period.

C. Licensees shall not count any education course credit they receive before the date the permanent license is issued by the department as complying with applicable continuing education requirements: Licensees must complete all continuing education hours during the reporting period. A licensee may not carry forward excess hours completed in one reporting period to a subsequent reporting period and a licensee may not complete hours in any subsequent period to correct a shortage of hours in a previous reporting period.

D. Licensees holding a license subject to continuing education which is prorated by the department to coincide with the renewal of another license and those licensees that are resident licensees of other states or jurisdictions but become residents of Texas between renewals of the Texas license shall complete continuing education on a prorated schedule. The total credit hours, required shall be determined at the rate of one hour for each whole month between-the issue or last renewal date of the license or the date of Texas residency to the next actual renewal date of the license up to the maximum number of hours required for the licensee during the reporting period. A licensee shall not be required to complete continuing education for a reporting period on a prorated basis if the dates between which the prorated schedule would begin and end are less than six complete months.  Licensees completing prorated schedules must complete at least two of the required hours in certified ethics or consumer protection courses.

E. Licensees must complete at least 50% of their required continuing-education hours in certified classroom or classroom equivalent courses, regardless of any other license type held by the licensee.

CE  EXEMPTIONS AND EXCEPTIONS

Exemptions from and extensions of time for a licensee to do CE are possible, under very limited circumstances. The key to an extension being granted is proper documentation of a circumstance described in the Rule that is beyond the licensee's control. Examples might be long​–term illness, military service in a theater of war. Reasons related to, business or workloads are never acceptable. Documentation is also important when Claiming an exemption .from continuing education if our records do not show Current eligibility. Grandfather Clause :After 12/31/2002, the 20 years licensure needed to qualify for an exemption must be CONTINUOUS (no breaks greater than 90 days and the license must be held under the Texas Insurance Code.

· LOOK ON THE BOARD!!!!!!     

YOUR INSTRUCTOR WILL EXPLAIN 

THE RENEWAL & GRACE PERIOD!!!!

CE
	Requirements for licenses with expiration dates (renewing) on and after 01/01/2003 License
	Requirement per renewal period

	General Lines - Life, Accident,

Health, and HMO (LAH)
	30 hours, including 2 hours of ethics/ consumer

protection

	General Lines - Property, and

Casualty (PC),
	30 hours, including 2 hours of ethics / consumer

protection

	Life/Health Insurance

Counselor
	30 hours, including 2 hours of ethics / consumer

protection,

	Adjuster
	30 hours, including 2 hours of ethics / consumer

protection

	MGA
	30 hours, including 2 hours of ethics / consumer

protection

	Limited Lines (LAH, PC, Pre-

Paid Legal, others)
	10 hours, including 2 hours of ethics / consumer protection

	Insurance Service

Representative (ISR)
	30 hours, including 2 hours of ethics / consumer

protection

	Full Time Home Office

Employee
	30 hours, including 2 hours of ethics / consumer

protection; courses submitted to-TDI for approval by

insurer prior to use

	Funeral Pre–arrangement
	None (SB 314)

	Life Insurance Under $15,000,
	10 hours, including 2 hours of ethics / consumer protection

	County Mutual

 Protection 
	10 hours, including 2 hours of ethics / consumer protection


ANY ONE WHO DOES NOT COMPLETE REQUIRED CE WILL BE FINED $50.00 PER HOUR WHICH CAN TOTAL $1500.00

****** There is NO grace period for CE. 
License Termination, Revocation, and Suspension,

Denial, Renewal, and Expiration

The department of insurance will discipline a license holder or deny a license application under this article. If the department of insurance determines that the applicant or license holder, individually or through any officer, director or shareholder:

(1) Has willfully violated any provision of the insurance laws of this state;

(2) Has intentionally made a material misstatement in the license application;

(3) Has obtained, or attempted to obtain, a license by fraud or misrepresentation;

(4) Has misappropriated, converted to the applicant's or license holder's own use, or illegally withheld money belonging to:

(A) An insurer,

(B) A health maintenance organization,

(C) An insured, enrollee, or beneficiary;

(5) Has engaged in fraudulent or dishonest acts or practices;

(6) Has materially misrepresented the terms and conditions of an insurance policy or contract, including a contract relating to membership in a health maintenance organization;

(7) Has made or issued, or caused to be made or issued, any statement misrepresenting or making incomplete comparisons regarding the terms or conditions of an insurance or annuity contract legally issued by an insurer or a membership issued by a Health Maintenance Organization to include the owner of the contract or membership to forfeit or surrender the contract or membership or allow it to lapse for the purpose of replacing the contract or membership with another;

(8) Is convicted of a felony;

(9) Has offered or given a rebate of an insurance premium or commission to an insured or enrollee;

(10)  Is not actively engaged in the soliciting or writing of insurance for the public generally as required by Section 2(c), Article 21.07 of this code;
(11)  Has obtained or attempted to obtain a license, not for the purpose of holding the license holder or applicant out to the general public as an agent, but primarily for the purpose of soliciting, negotiating, or procuring insurance or annuity contracts or memberships covering:
(A) The applicant or license holder,

(B)      A member of the applicant’s & license holder’s family,

(C)  A business associate of the applicant or license holder

License Required to Prevent Penalties 

No person shall act as or hold himself out to be an adjuster in this state unless then licensed therefore by this state, except that an individual, who is undergoing education and training as an adjuster under the direction and supervision of a licensed adjuster, may for a period not exceeding 12 months act as an adjuster without having an adjuster's license, if at the beginning of such training period, the name of such trainee has been registered as such with the commissioner. No license shall be required, under this article of a nonresident insurance adjuster for the adjustment in this state, of a single loss, or losses arising out of a catastrophe common to all such losses, or who is acting as a temporary substitute for a licensed adjuster, unless as outlined specifically in a separate section of this law.

Any person who violates the provisions of this section shall be guilty of a misdemeanor and, upon conviction thereof, shall be punished by a fine; of not more than $500, or by confinement in the county jail for not more than six months, or by both such fine and confinement PER EACH VIOLATION.

CEASE AND DESIST ORDERS given by TDI must be taken seriously by violators. These orders are in place until your court hearing. Ignoring them will be punishable with an additional fine of $1000.00 per violation (max $5000.00)

· LOOK ON THE BOARD!!!!!!     

YOUR INSTRUCTOR WILL EXPLAIN 

HOW THESE FINES WORK!!!!!

www.tdi.texas.gov
Other informative websites for adjusters:

http://www.1stchoicecertification.com

http://www.greatinsurancejobs.com     
http://www.claimspages.com 

http://www.noaa.gov
http://www.catadjuster.org                
http://www.xactware.com
http://www.fromoneadjustertoanother.com
http://www.insurancecareersite.com/
ServPro         Fire/water/cleanup/restoration. **Owner Richard Clark   214-361-7887    972-227-0800
FINGERPRINT INSTRUCTIONS  (RESIDENT & NON-RESIDENT) **see pages 12- 13 of your application. THEN Go to:  
http://www.identogo.com 1-888-467-2080  
$50.00 original licensing fee         $50.00 renewal fee         $25.00 late fee

 Late fee + renewal fee =  $75.00

How do I renew my license?

About 85 days before your license expires, a perforated renewal invoice is sent to your last known mailing address on file with TDI. Tear off the bottom portion of the renewal invoice and return with your fee. (check or money order) Be sure to make copies for your records and send CERTIFIED MAIL (requesting a signature)

Renew online with a credit card:  Texas Online @   www.texas-on-line.com,

 or                                         Sircon Corporation @     www.sircon.com
Print copies from computer for your records.

Additional Testing Information:
**If you move or have a change of address, you must notify TDI immediately in writing. You may obtain the Licensee Name/Address Change Request Form (LHL389) at:

www.tdi.state.tx.us/forms/form11.html
 COMPLETED FORM MAY BE MAILED OR FAXED TO: 
Texas Department of Insurance 

P.O. Box 149104 - MC 107-1A 

                                                           Austin, Texas 78714-9104: 
FAX: (512) 490-1036 

LHL389
 Once again…. Send all mail to TDI using CERTIFIED MAIL ~after copies are made for your records.
**TDI can and will audit agents & adjusters to insure compliance with CE. The maximum number of renewals / years that they can review is 

2 renewals / 4 years.  Be sure to keep copies of proof of CE compliance hours for each course / seminar attended. There is no grace period for CE.
**TDI  will also audit insurance agencies.  

  Example of which years in business:    1, 2, 3, 6, 9, 12, 15, 18

TGA   ( Texas Guarantee Association  )

   ___ member board

   Protects:    _________________________________________

   Does not protect:  ____________________________________

   Supervised by:    _____________________________________

   Property Claims up to $________________________________

   Life Insurance Claims up to $___________________________

***How many Licenses does an agency need if there are 10 agents working in that office?   ________________

Why? 
Physical Location of TDI: 

The state capital of Texas is:     ______________________

  Located in _____________________ county

B

Section

Ethics, Consumer Protection & Marketing Practices

Unfair Methods of Competition and Unfair or Deceptive

Acts or Practices Defined

1. Misrepresentations and False Advertising of Policy Contracts

Making, issuing, circulating, or causing to be made, issued or circulated, any estimate, illustration, circular or statement misrepresenting the terms of any policy issued or to be issued or the benefits or advantages promised thereby or the dividends or share of the surplus to be received thereon, or making any false or misleading statements as to the dividends or share of surplus previously paid on similar policies, or making, any misleading representation or any misrepresentation as to the financial condition if any insurer, or as to the legal reserve system upon which any life insurer operates, or using any name or title of any policy or class of policies misrepresenting the true nature, thereof, or making any misrepresentation to any policyholder insured in any company for the purpose of inducing or tending to induce such policyholder to lapse, forfeit, or surrender his insurance:

2. False Information and Advertising Generally

Making, publishing, disseminating, circulating or placing before the public, or causing, directly or indirectly, to be made, published, disseminated, circulated, or placed before the public, in a newspaper, magazine or other publication, or in the form of a notice; circular, pamphlet, letter or poster, or over any radio or television station, or in any other way, an advertisement, announcement or statement containing any assertion, representation or statement with respect to the business of insurance or with respect to any person in the conduct of his insurance business, which is untrue, deceptive or misleading.

3. Defamation

Making, publishing, disseminating, or circulating, directly or indirectly, or aiding, abetting or encouraging the making, publishing, disseminating or circulating of any oral or written statement or any pamphlet, circular, article or literature which is false, or maliciously critical of or derogatory to the financial condition- of any insurer, and which is calculated to injure any person engaged in the business of insurance.

4. Boycott, Coercion and Intimidation

Entering into any agreement to commit, or by any concerted action committing, any act of boycott, coercion or intimidation resulting in or tending to result in unreasonable restraint of, or monopoly in, the business of insurance;

5. False Financial Statements

(a) Filing with any supervisory or other public official, or making, publishing, disseminating, circulating or delivering to any person, or placing before the public, or causing directly or indirectly, to be made, published, disseminated, circulated, delivered to any person, or placed before the public, any false statement of financial condition of an insurer with intent to deceive.
(b) Making any false entry in any book, report or statement of. any insurer with intent to deceive any agent or examiner lawfully appointed to examine into its condition or into any of its affairs, or any public official to whom such insurer is required by law to report, or who has authority by law to examine into its condition or into any of its affairs, or with like intent, willfully omitting to make a true entry of any material fact pertaining to the business of such insurer in any book, report or statement of such insurer.

6. Stock Operations and Advisory Board Contracts

Issuing or delivering or permitting agents, officers or employees to issue or deliver, company stock or other capital stock, or benefit certificates or shares in any corporation, or securities or any special or advisory board contracts or other contracts of any kind promising returns and profits as an inducement to insurance. Provided, however, that nothing in this subsection shall be construed as prohibiting the issuing or delivery of participating insurance policies otherwise authorized by law.

7. Unfair Discrimination

Making or permitting any unfair discrimination between individuals of the same class and equal expectation of life in the rates charged for any contract of life insurance or of life annuity or in the dividends or other benefits payable thereon, or in any other of the terms and conditions of such contract.

8. Rebates

Except as otherwise expressly provided by law, knowingly permitting or offering to make or making any contract of life insurance, life annuity or accident and health insurance, or agreement as to such contract other than as plainly expressed in the contract issued thereon, or paying or allowing, or giving or offering to pay, allow, or give, directly or indirectly, as inducement to, such insurance, or annuity, any rebate of premiums payable on the contract, or any special favor or advantage in the dividends or other benefits thereon, or any valuable consideration or inducement whatever not specified in the contract; or giving, or selling, or purchasing or offering to give, sell, or purchase as inducement to such insurance or annuity or in connection therewith, any stocks, bonds, or other securities of any insurance company or other corporation, association, or partnership, or any dividends or profits accrued thereon, or anything of value whatsoever not specified in the contract.

1. In the case of any contract of life insurance or life: annuity, paying bonuses to policyholders or otherwise abating their premiums in whole or in part out of surplus accumulated from non-participating insurance, provided that any such bonuses or abatement of premium shall be fair and equitable to policyholders and for the best interests of the company and its policyholders.

2. In the case of life insurance policies issued on the industrial debit plan, making allowance to policyholders who have continuously for a specified period made premium payments directly to an office of the insurer in an amount which fairly represents the saving in collection expenses.

3. Readjustment of the rate of premium for a group insurance policy based on the loss or expense experience there under, at the end of the first or any subsequent policy year of insurance there under, which may be made retroactive only for such policy year.

4. In the case of a life annuity, waiving surrender charges under an annuity contract when the contract holder exchanges the annuity contract for another annuity contract issued by the same insurer, if the waiver and the exchange are fully, fairly, and accurately explained to the contract holder in a manner this is not deceptive or misleading.

9. Deceptive Name, Word, Symbol, Device, or Slogan

Using, displaying, publishing, circulating, distributing, or causing to be used, displayed, published, circulated, or distributed in any letter, pamphlet, circular, contract, policy, evidence. Of coverage, article, poster, or other document; literature;

10. Unfair Settlement Practices

Engaging in any: of the following unfair settlement practices with respect to a claim by an insured or beneficiary:

1. Misrepresenting to a claimant, a material fact, or policy provision relating to coverage at issue

2. Failing to attempt in good faith to effectuate a prompt, fair and equitable settlement of a claim with respect to which the insurer's liability has become reasonably clear.

3. Failing to attempt, in good faith, to effectuate a prompt, fair, and equitable settlement under one portion of a policy of a claim with respect to which the insurer's liability has become reasonably clear in order to influence the claimant to settle an additional claim under another portion of the coverage, provided that this prohibition does not apply if payment under one portion of the coverage constitutes evidence of liability under another portion of the policy.

4. Failing to provide promptly to a policyholder a reasonable explanation of the basis in the policy, in relation to the facts or applicable law for the insurer's denial of Submit a claim or for the offer of a compromise settlement of a claim;

5. Failing within a reasonable time to:

(A) Affirm or deny coverage of a claim to a policyholder

(B) Submit a reservation of rights to a policyholder

6. Refusing, failing, or unreasonably delaying an offer of settlement under     applicable first-party coverage on the basis that other coverage may be available or that third parties are responsible for the damages suffered, except as may be specifically provided in the policy.

7. Undertaking to enforce a full and final release of a claim from a policyholder when only a partial payment has been made, provided that this prohibition does not apply to a compromise settlement of a doubtful or disputed claim.

8. Refusing to pay a claim without conducting, a reasonable investigation with respect to the claim.

9. With respect to a Texas personal auto policy, delaying or refusing settlement of a claim solely because, there is other insurance of a different type available to satisfy all or any part of the loss forming the basis of that claim.
10. Requiring a claimant, as a condition of settling a claim, to produce the claimant's federal income tax returns for examination or investigation by the person unless:

(A)        the claimant is ordered to produce those tax returns by a court

(B)      the claim involves a fire loss

(C)      the claim involves lost profits or income

11. Misrepresentation of Insurance Policy, Misrepresenting an insurance policy by:

(A) Making an untrue statement of material fact.

(B) Failing to state a material fact that is necessary to make other        statements made not misleading, considering the circumstances     under which the statements were made.
(C)     Making a statement in such manner as to mislead a reasonably prudent person to a false conclusion of a material fact.

(D)     Making a material misstatement of law.

(E)      Failing to disclose any matter required by law to be disclosed.
Misrepresentations of Policy Terms; Penalty

No insurer or agent thereof may make any contract of insurance or agreement as to such contract other than as expressed in the policy issued thereon, nor may any such insurer or any officer, agent, solicitor or representative pay, allow or give, or offer to pay allow or give, directly or indirectly as an inducement to insurance, any rebate of premium payable on the policy, or .any special favor or advantage in the dividends or other benefits to accrue thereon or any paid employment or contract for service of any kind, or anything of value or inducement whatever, not specified in the policy; or give, sell or purchase, or offer to give, sell or purchase, as an inducement to insurance or in connection therewith, any stocks, bonds or other securities of any insurer or other corporation, association or partnership, or any dividends or profits to accrue thereon, or anything of value whatsoever not specified in the policy, or issue any policy containing any special or board contract or similar provision by the terms of which said policy will share or participate in any special fund derived from a tax or a charge against any portion of the premium on any other policy.

No life, health, or casualty insurance corporation including corporations operating on the cooperative or assessment plan, mutual insurance companies, and fraternal benefit associations or societies, and any other societies or associations authorized to issue insurance policies in this state, and no officer, director, representative, or agent therefore or thereof, or any other person, corporation, or co-partnership may issue or circulate or cause or permit to be issued or circulated any illustrated circular or statement of any sort misrepresenting the terms of any policy issued by any such corporation or association or any certificate of membership issued by any such society or corporation, or other benefits or advantages permitted thereby, or any misleading statement of the dividends or share of surplus to be received thereon, or may use any name or title of any policy  or class of policy or class of policies, or certificate of membership or class of such certificate misrepresenting the true nature thereof. Nor may any such corporation, society, or association, or officer, director, agent, or representative thereof, or any other person, make any misleading representations or incomplete comparisons of policies or certificates of membership to any person insured in such corporation, association, or society, or member thereof, for the purpose of inducing or tending to induce such person to lapse, forfeit, or surrender said insurance or membership therein.

If any person violates any of the provisions of this Article, the person shall in addition to any other penalty specifically provided, be guilty of a Class A misdemeanor.

The commissioner, upon giving 10 days' notice of hearing by certified mail, and upon hearing, may suspend or cancel the certificate, charter, permit, or license to engage in the business of insurance of any society, association, corporation, or person violating the provisions of this Article.

Unfair Trade Practices. (During The Sale) 

Misrepresentations

Misrepresentations means any untrue statement of a material fact, an omission of a material fact which causes statements made to be misleading making statements so as to mislead a person to a false conclusion, a material misstatement of law, or failure to disclose any statement required to be disclosed.

False Advertising

No one may make, publish, disseminate or circulate in a publication, notice, over a radio or television station, or place before the public in any manner, an advertisement which contains any information which is untrue, deceptive or misleading about the business of insurance or any person engaged in it.

Rebates and Unlawful Inducements

Rebating is any inducement in the sale of insurance, which is not specified in the insurance contract.

EXAMPLE: Offer and sharing of commissions in exchange for a person buying a policy.

Defamation of Insurer
Ads must not make unfair or incomplete comparisons of policies or benefits and must not disparage competitors, their policies, services, business methods, or marketing methods. An advertisement shall not contain untrue or misleading statements regarding the insurer’s assets, corporate structure, financial standing, age, or position in the insurance business.

Boycott, Coercion and Intimidation

These actions are considered unethical trade practices, which attempt to limit or restrain trade in the transaction of insurance. For example, a bank may indicate that a customer must have adequate amounts of life insurance to provide security for a business or personal loan. However, the bank may not force or coerce a person into purchasing insurance from a specific agent or company. To intimidate a person by indicating that a loan will not be granted unless the person purchases specific insurance from a particular company or agent is considered an unethical business practice.

False Financial Statements

All states have reserve requirements whereby insurers must set aside a certain amount of their premium income in a reserve against future policy claims. To falsify such information is a violation. Insurers are also audited and financial records are reviewed by the dept. To provide incorrect financial information is both unethical and a civil violation.

Unfair discrimination

No one may discriminate between individuals of the same class and equal expectations of life in rates charged for life insurance or annuity or in the dividends or other benefits payable, or any other policy terms and conditions.

Rebates

Considered to be an unethical marketing practice, although in a few states rebating is not contrary to state law. By definition, rebating is any inducement in the sale of insurance, which is not specified in the insurance contract. However, the concept of illegal rebating does not include:

a. Offering premiums reductions to policyholders

b. Offering discounted premiums or adjustments for group insurance policyholders

c. Premium adjustments for the payment of a premium or a pre–authorized check plan.

Testimonials

All advertisements offered using celebrities must indicate endorsee is paid for their opinion.

False Use of Statistics

No one may knowingly file with a supervisory or public official or publish, disseminate, circulate or deliver any false statement of the financial condition of an insurer with the intent to deceive.

Unfair Claims Settlement Practices

The Unfair Claims Settlement Practices Act and The Unfair Claims Settlement Practices Rules protect the rights of claimants in Texas. Settlement of death claims shall be made within two months after due proof of death is received and the right of the claimants to the proceeds is established. It is considered to be an Unfair Claims Settlement Practice for any person to commit or perform any of the following acts with enough frequency to indicate that it is a general business practice:

1. Misrepresenting pertinent facts or provisions relating to coverage.

2. Failing to acknowledge and act promptly on communications regarding claims.

3. Failing to adopt reasonable standards for prompt investigation of claims.

4. Not attempting to make prompt, fair claim settlements when liability is reasonably clear.

5. Forcing insured to sue by offering less than the amount due.

6. Failing to maintain complete records of complaints received, during the last three years or since the date of the last audit by the commissioner.

7. Failing to provide claim forms when necessary for claim settlement.

8. Failing to settle claims where liability is reasonably clear.

9. Failing to promptly provide an explanation for denial of claim or offer of a compromise of settlement.

10. Failing to affirm or deny coverage within a reasonable time after a proof of loss statement has been completed.

11. Delaying settlement under first-party coverage, on the basis that other coverage may be available or that there may be some other source to pay the Claim.

12. Attempting to settle a claim for less than the amount a reasonable person would believe is due from reading the advertising materials.

13. Attempting to enforce a full and final release from the policyholder when only partial payment has been made.

14. Failing to assure that agent's make cancellation refunds to policy holders.

15. Refusing to pay claims without conducting a reasonable investigation.
16. Failing to respond promptly to a request for personal contact about a claim.

17. With respect to PAP, delaying or refusing settlement of a claim because there is other insurance to pay the claim.
18. A violation of the Insurance Code, Article 21.55, by an insurer subject to this provision.

19. Requiring a claimant as a condition of settling a claim to produce the claimant's federal income tax returns for examination or investigation by the insurer unless the claimant is ordered to produce those returns by a court of competent jurisdiction, the claim involves a fire loss, or the claim involves a loss    of profits or income.
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DON’T LET THIS HAPPEN TO YOU

INSURANCE ADVERTISING IN TEXAS
HOW TO FILE
We accept materials by mail, fax or e-mail filed pursuant to the requirements of 28 TAG, §21.120.
Send advertising material directly to the Advertising Unit at:
Texas Dept. of Insurance Advertising Unit, Mail Code 111-2A 333 Guadalupe P.O. Box 149091 Austin, TX 78714-9104
Your submission should include the advertisements to be reviewed and a transmittal letter. A model transmittal form is available for voluntary use at               http://www.tdi.state.tx.us/consumer/advtable.html.
Submissions containing 20 or more pages should not be sent via fax.
There are no fees for filing advertising materials.

In your transmittal letter:
·   Provide an identifying form number for each advertisement submitted, preferably in the lower left-hand corner. (Please note that we consider each Internet page and pop-up having a distinct URL to be a distinct form, and thus, each should be assigned a unique form number.)
·   Indicate the material's category. (Type of advertising) Advertising materials are reviewed as an Invitation to Inquire, an Invitation to Contract, or an Institutional advertisement.
·   Provide a description of the ad and/or how it will be used. (Method of advertising)  For example, whether it is intended for use as a letter, an envelope, a script, a brochure, etc.
·   For "invitation to inquire" and "invitation to contract" advertising, provide the form number(s) of the policy(ies) and any rider(s) advertised and when they were approved for use in Texas.
·   The form number(s) for all other advertising material to be used with the advertisement(s) being submitted. If available, also provide the advertising file I.D. under which the form was reviewed.
        Any bracketed information will be treated as variable (e.g., agent names, geographic locations, benefits, phone numbers, or information that may change periodically), as long as a change in the bracketed information will not materially change the ad. In your transmittal letter, you must tell us how the information is expected to change. However, please note that any variable material (except for phone, address, names) needs to be bracketed and accompanied by a separate explanation page of how this material will vary. Any changes to text, which was not filed as variable material, will need to be re-filed for review.
C

                                                                                                                                            Section

Claims Adjusters, Appraisers, Examiners,

and Investigators

Claims adjusters, appraisers, examiners and investigators perform a wide range of functions. Their most important role is acting as intermediaries with the public. Insurance companies and independent adjusting firms employ these professionals to handle claims, interpret and examine policies or regulations and resolve billing disputes. 

Adjusters and examiners investigate claims, negotiate settlements and authorize payments. Investigators deal with claims in which fraud or criminal activity is suspect.

In life and health insurance companies, claim representatives typically are called claims examiners. They usually specialize in group or individual insurance plans and in hospital, dental, or prescription drug claims.

Claims examiners working in life insurance review the causes of death, particularly in the case of an accident, as most insurance companies pay additional benefits if death is due to an accident.

Claims examiners also may review new applications for life insurance to make sure applicants have no serious illnesses that would prevent them from qualifying for insurance.

In property and casualty insurance, claims adjusters handle minor claims filed by automobile or homeowner policies.

When adjusters or examiners suspect a case might involve fraud, they refer the claim to an investigator.

Some clients may choose to hire a public adjuster.  They perform the same services as adjusters who work directly for the companies.  Public adjusters assist clients in preparing and presenting claims to insurance companies and try to negotiate a fair settlement.  They work in the best interest of the client rather than the insurance company.

· Many adjusters work inside their office only a few hours a week.  Some adjuster’s business is based entirely out of their home. 

However, most companies prefer to hire college graduates.  No specific college major is recommended.  A claims adjuster, though, who has a business or an accounting background might specialize in claims of financial loss due to strikes, equipment breakdowns, or merchandise damage.  College training in architecture or engineering is helpful in adjusting industrial claims, such as damage from fires and other accidents.  Some claims adjusters and examiners who are professionals in their field might decide to use their expertise to adjust claims.  

A legal background can be beneficial to someone handling workers' compensation and product liability cases.  

A medical background is useful for those examiners working on medical and life insurance claims.

Because they often work closely with claimants, witnesses, and other insurance professionals, claims adjusters and examiners must be able to communicate effectively with others.  Knowledge of computer applications also is extremely important.  Some companies require applicants to pass a series of written aptitude tests designed to measure communication, analytical, and general mathematical skills.  About one-third of the States require independent or public adjusters to be licensed.  

Applicants in these States usually must comply with one or more of the following: 

1. Pass a licensing examination covering the fundamentals of adjusting; 

2. Complete an approved course in insurance or loss adjusting.

3. Furnish character references;

4. Be at least 20 or 21 years of age and a resident of the State,

5. And file a surety bond. 

Claims adjusters working for companies usually can work under the company license and do not need to file a surety bond.

Like adjusters and examiners, continuing education is very important because of the introduction of new car models and repair techniques. The Independent Automotive Damage Appraisers Association provides seminars and training sessions in different aspects of auto damage appraising.

Most insurance companies prefer to hire former law enforcement officers or private investigators as insurance investigators. Many experienced claims adjusters or examiners also can become investigators. Licensing requirements vary among States. Most employers look for individuals with ingenuity that are persistent and assertive. Investigators must not be afraid of confrontation, should communicate well and should be able to think on their feet. Good interviewing and interrogation skills also are important and usually acquired in earlier careers in law enforcement.
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Beginning claims adjusters, appraisers, examiners and investigators work on small claims under the supervision of an experienced worker.

Adjusters still are needed to contact policyholders, inspect damaged property, and consult with experts. The greatest demand for adjusters will be in the property and casualty field, as well as in health insurance. An increase in the number of auto and homeowners policies sold eventually will result in more claims. 

Demand for insurance investigators should grow along with the number of claims. Competition for investigator jobs will remain keen, however, because this occupation attracts many qualified people, including retirees from law enforcement and military careers.

Many claims adjusters and examiners also choose to get their investigator license.

Earnings

Claims adjusters and appraisers working for insurance companies tend to earn slightly higher average earnings than independent adjusters because they .have a steady income. Independent adjusters receive a percentage of the insurance company's settlement with its clients. This can result in irregular income. Many claims adjusters receive additional bonuses or benefits as part of their job. Adjusters often are furnished a laptop computer, a cellular telephone, and a company car or are reimbursed for use of their own vehicle for business purposes. 

When determining the validity of a claim, insurance adjusters must inspect the damage in order to assess the magnitude of the loss. Workers who perform similar duties include fire inspectors and investigators, and construction and building inspectors.

Insurance investigators detect and investigate fraudulent claims and criminal activity. Their work is similar to that of detective and criminal investigators and of private detectives and investigators.

Like automotive body and related repairers and automotive service technicians and mechanics, auto damage appraisers must be familiar with the structure and functions of different automobiles and parts.

Other insurance-related occupations include insurance sales agents and insurance underwriters.

Insurance claims adjusters are not entitled to overtime pay, according to an opinion letter by the U.S. Department of Labor that may have major impact on the glut of wage-and-hour class actions now in the courts.

The opinion letter finds that insurance claims adjusters "satisfy the standard for exemption as bona fide administrative employees," based on job duty descriptions provided by the National Association of Mutual Insurance Companies. According to the letter, adjusters perform work of substantial importance to the management or operation of the business since they possess authority to settle claims and may recommend claims in excess of their established authority.

And the letter found that adjusters exercise independent judgment, because they "make all relevant decisions regarding coverage and liability, and they negotiate with full authority to achieve a settlement.

TYPES OF ADJUSTERS:

· Public Adjusters work for ________________________________ on a percentage basis.

· Temporary Adjusters can work for a company _____________________

· Independent Adjusters can work for _____________________________

· Staff Adjusters work for _______________________________________
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The Department of Worker's Compensation

Worker’s compensation in Texas is under dual regulation. The Texas Department of Insurance (TDI) is responsible for rate regulation and certain reporting requirements. The Dept of Worker’s Compensation (DWC) has jurisdiction over claims, workers' compensation disputes, and workplace safety.

Workers’ Compensation Basics

The Texas worker’s compensation system is the method by which covered workers are compensated for work-related injuries or illnesses. An employer's insurance company or certified self-insurance plan pays benefits for work-related injuries, even if the injured worker's negligence contributed to the accident. However, neither the insurance company nor the employer is liable for injuries that:
· Are intentional or self–inflicted,

· Result from the employee’s horseplay or voluntary intoxication (either alcohol or  drug–induced),

· Arise from voluntary participation in off–duty recreational, social, or sports events,

· Results from “acts of God”, unless a person’s job exposes him or her to a greater than ordinary risk of injury from such acts

· Are inflicted by someone else for personal reasons unrelated to employment.

The federal government administers a workers' compensation program, through the Federal Employment Compensation Act, for non-military federal employees or other workers employed in some significant aspect of interstate commerce. States, through Workers Compensation Acts, each have their own laws and programs for workers' compensation. These statutes establish liability of employers for their injured workers and require insurance to protect the worker, when the injury or illness occurs in the course of their work duties and is due to their employment. Worker's compensation is not based on negligence of the employer, but is absolute liability for medical coverage, a percentage of lost wages or salary, costs of rehabilitation and retraining, and payment for any permanent injury (usually based on an evaluation of limitation). In most cases the employer is not liable for accidents occurring outside the place of work, or for those which have not arisen directly from employment.
The Texas Workers' Compensation Act limits a covered employer's liability to a specific Schedule of benefits based on the type and severity of the worker’s injury. Benefits include;

· Lifetime medical  benefits for necessary treatment of compensable injuries and illnesses;

· Disability income benefits for a specified period of time and up to dollar limits set by law;

· Limited funeral expenses for Workers killed on the job;

· Death benefits for surviving dependents of workers killed on the job. 
Who belongs to the system?
Texas law does not require employers to carry workers' compensation insurance. However, for some types of businesses, your clients may require you to carry it as a condition of the contract.

Employers without workers' compensation face unlimited liability, including possible punitive damages, if they lose lawsuits arising from workplace accidents. They also lose certain common–law defenses if they are sued over on–the–job injuries. They may not defend themselves by arguing that;

· The injured worker's negligence caused the injury

· The negligence of fellow employees caused the injury

· The injured worker knew of the danger and voluntarily accepted it.

Employee injury cases are more likely to become lawsuits if an employer does not carry workers' compensation insurance. If an employer carries workers compensation, a case may go to court only after DWC has reviewed it.
· IMPORTANT TDI WARNING!

So-called "alternative" policies and coverage bought from unlicensed insurers do not count as workers' compensation under Texas law.

Who approves the “rate regulations” for DWC  and alternative policies?

 This rate guide is published to assist you in comparison shopping for your workers’ compensation coverage. A company may choose to base its rates on (1) the Texas workers’ compensation classification relativities established by the Commissioner of Insurance; (2) its own independent company-specific relativities filed by the company; or (3) loss costs filed by the National Council on Compensation Insurance (NCCI), which is an advisory organization to the Texas Department of Insurance (TDI).
GOING BARE
If an employer chooses not to maintain Worker’s Compensation Insurance or to Self Insure, the employer forfeits certain “common law” defenses if sued because of a work related injury. 
In addition, the employer could be liable to pay judgments for pain and suffering and punitive damages. 

The employer found negligent in any way bears full financial responsibility for the loss, even if the employee’s own negligence played a greater role in causing the injury. The employer also must pay defense- related legal expenses, such as attorney’s fees.

· Did you know...The insured worker might still be able to sue the employer for   damages even if a claim is covered under an alternative health and accident policy?
Coverage Comparison

	IMPORTANT 

QUESTIONS
	WORKERS

COMPENSATION
	“ALTERNATIVE”

POLICY
	NO

COVERAGE
 ( “BARE”)
	UNAUTHORIZED

POLICY

	Who determines benefit levels?              
	DWC*
	Court
	Court
	Court

	Who pays medical and lost-income benefits? 
                                                   .                           
                     
	Insurance carrier
	Insurance company up to policy limits; employer pays balance
	Employer
	Insurance company up to policy limits; employer pays balance

	Who pays legal fees?


	Insurance  carrier
& employee
	     Governed by
policy
	Employer
	Governed by policy
  _ 


	Are benefits protected 

by Guaranty

Association?
	Yes

	Limited
	No
	No 


	Can injured worker

win judgments for

pain and suffering and

Punitive damages?
	No 


	Yes, up to certain limits
	Yes, up to
certain limits

	Yes, up to certain limits




Note: Policy terms may be unenforceable on unauthorized policies.
Retrospective Rating

Retrospective rating is an optional plan that offers employers substantial savings as an incentive for work place safety. An employer's premium is adjusted six months after the end of the policy period, based on claims.

· Did you know...Experience rating rewards employers and homeowners with good loss records and penalizes those with poor records? Insurance companies calculate experience modifiers based on claim information for the past four policies years (excluding the most recent policy year). What is the BEST example of this rating?
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