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Leased/Temporary Workers
Situation: In order to avoid turnover problems & the headache of continually finding, hiring & training new staff, an employer uses a temporary staffing company to get a reliable supply of personnel. One of the temporary staffing employees gets severely injured on the job. The staffing agency pays for the statutory Workers Compensation benefits but because of the severity of the injury, the employee brings a tort action against the employer who hired her through the staffing agency. Although employees are not usually allowed by law to sue their employer for injuries sustained while on the job, her employer was legally considered the staffing agency, she was suing the staffing agency’s client so the lawsuit was allowed. 

The General Liability insurer denied coverage for the employer under the Employers Liability exclusion which is a standard exclusion on every liability policy. The Workers Compensation Policy for the employer also denied coverage because the employee was a temp and did not meet the definition of employee under their Work Comp policy. 
This left the employer bare to defend this lawsuit out of his own pocket.

So how to close this gap? There is an endorsement available called the Alternate Employer Endorsement on the Workers Compensation policy. It provides coverage to the insured as an alternate employer for temporary or leased workers. The endorsement reads “this insurance will apply as though the alternate employer is insured. In the above situation the Work Comp carrier would have had to defend & pay on behalf of the employer mentioned above subject to the Employers Liability Limit of Insurance. 

On the General Liability Policy, there is an endorsement called Coverage for Injury to Leased Workers. This endorsement states the term “employee” does not include a “leased worker” or “temporary worker”. The effect of this is that the Employers Liability exclusion on the General Liability will not apply to the above situation. This is a difficult endorsement to obtain as most carriers would like to avoid this situation entirely. 

If you have leased or temporary workers please notify your McCormick Insurance agent so that this serious coverage gap can be addressed.

Killer Contract Provisions
There is a new trend where bond forms are being rewritten to include onerous terms for the surety industry and in some cases alters the standard legal responsibilities of the surety company. These rewrites could have the effect of eliminating the fact that surety is a form of guaranty which means that the surety has no liability unless the bond principal has liability. 
In doing this, the obligees are exhibiting a lack of understanding of the surety business. They are expecting the surety industry 
to have at its disposal each of the kind of contractor needed to complete any particular project that has gone into default at a moment’s notice. 

Here is an example of one of the new bond provisions and commentary as to the meaning & impact of this provision on 
the surety company.

“Obligee, after reasonable notice to Surety, may upon demand of Obligee arrange for the performance of Principal’s 
obligation under the contract”
This clause gives the obligee the ability to require the surety to complete the bonded contract. This is a fairly rare requirement and basically makes the bond a completion bond. A completion bond is a requirement that the surety complete the bonded contract. Indemnity bonds, which are the standard Performance bond, give the surety the option of completing the project or indemnifying the obligee from the excess costs of completing the contract. In most situations, the surety would choose to complete the contract so that it could control the costs of the completion. 

Today we are seeing obligees take the standard indemnity bond or performance bond and morph it into a completion bond that ALSO includes an indemnity obligation to reimburse the 

obligee for all damages arising from the principal’s default. 

This is a double whammy for the surety. 

This is one of the reasons that bond forms are always required before a bond is approved. The surety companies are starting to reject these forms and requiring that the standard AIA bond form be used instead. 

Insurance Marketplace News
The insurance market is seeing dramatic decreases in almost all lines of business due to market softening. Some classifications of business, mostly in contracting, are seeing decreases as large as 50%. It’s difficult to predict how long this pricing swing will last. We are hearing daily news about the mortgage crisis affecting insurers’ bottom line and the instability in the economy is not helping matters either. Enjoy the price reductions while the last, but keep in mind that the pricing can go up just as fast as it’s going down. If you see a 50% decrease this year, at some point in the future, the market will harden up again and you will see a 50% increase. The lack of catastrophic losses in the past two years has been the driving force in the decrease in pricing. 
This is not applying to Workers Compensation as the State of Nevada increased the majority of the rates in 2nd quarter 2007.

All accounts are getting sent out to market to make sure we take advantages of the pricing swings. If you have any questions regarding your renewal, please call your McCormick Insurance agent. 

What is a Trust?
A trust is a legal arrangement in which you, the owner of the estate and the trust’s grantor, transfer the legal title of that estate to somebody else, the trustee, for the purposes of benefiting one or more third parties, the beneficiaries. The trustee, who may be a person or a corporation, is given title to the property in accordance with the terms of the trust agreement.
There are two general categories of trusts; revocable and irrevocable. Revocable trusts can be changed or “revoked”. Irrevocable trusts cannot be changed once they are set up. Most revocable trusts become irrevocable at the death or disability of the grantor. The assets you place into an irrevocable trust are permanently removed from your estate. Income and capital gains taxes on assets in the trust are paid by the trust. Upon your death, the assets in the trust are not considered part of your estate and are therefore not subject to estate taxes.

There are many different types of trusts, each servicing specific needs and involving different tax and legal considerations. While a thorough discussion is beyond the scope of this newsletter, a qualified attorney can explain the different type of trusts and tax and legal considerations of each. 

If you have a trust, be sure to let your McCormick Insurance agent know, as the insurance ramifications are completely different. On the down side, commercial insurance in the name of a trust is very difficult to obtain. 

Quick Books Discount
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McCarthy Kaster CPA’s is now an “Authorized QuickBooks Affiliate” which means that they can provide specialists for installation, set-up and training as well as 20% off the retail price of the QuickBooks software programs and supplies. Simply go to their website at www.mk-cpa.com, select the QuickBooks tab at the top of the home page, then click the QuickBooks link in the middle of the page. This takes you directly to the QuickBooks web site where you can place your order and receive the discount. Furthermore, your order will 
be sent to you with no shipping charges. 
Risk Management Tip
Bidding insurance programs has long been used to introduce competition into insurance purchasing for the purpose of reducing premiums & improving coverage terms. Softening insurance markets such as the current one are usually when people want to obtain competitive proposals. With that in 
mind, here are a few guidelines to consider:

· Generally it’s better to choose your agent ahead of 
     time & have one firm go to the marketplace on your 
     behalf rather than use a competitive process to 
     choose your agent or broker.

· If you do decide to use multiple agents to obtain proposals, use an equitable process to allocate 
specific insurers to each agent, avoiding overlaps. 

Keep in mind more than 2 agents will clutter the marketplace. 
· Do not bid your program too frequently. Bidding 
your program more than once every 3-4 years will 
make underwriters wary of writing your business.

· Provide detailed underwriting data and specific coverage requests to enable underwriters to get a 
good feel for your account.

· Never bid your program unless you are willing to change insurers.

· Be sure to evaluate all three aspects of proposals; service, coverage & then price, IN THAT ORDER.
Joke of the Month
A man buys a pet parrot & brings him home. The parrot starts insulting him & gets really nasty so the man puts the parrot in the freezer to teach him a lesson. He hears the bird squawking for a few minutes but then all of a sudden the parrot is quite. 
The man opens the freezer door, the parrot walks out, looks at him & says “I apologize for offending you and I humbly ask your forgiveness.” The man says “Well thank you, I forgive you.” The parrot then says, “If you don’t mind my asking, 
what did the chicken do?”
HOLIDAY HOURS:
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We will be CLOSED on Tuesday 1/1/08 for New Years Day,

[image: image3.wmf]Monday 1/21/08 for Martin Luther King Day and
Monday 2/18/08 for Presidents Day 
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