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Policies & Warranties
Insurance policies can contain warranties which fall into 2 general categories: affirmative warranties and promissory warranties. Affirmative warranties promise that the state of the risk reflects a specific condition such as a monitored alarm system or that no flammable materials are stored. Promissory warranties promise that the insured will or will not do specific things such as maintaining all licenses in good standing or locking the doors before moving jewelry from the showcase to a safe. 

Many jurisdictions require that policy warranties be delivered to and separately signed by the insured to be effective. A carrier cannot disclaim coverage because of an undelivered or unsigned warranty. All insurance applications require the applicant to tell the truth. An applicant who misrepresents information on their application, such as poor driving history or  previous losses, is taking a risk that the carrier will deny or rescind coverage. This can be done by simply establishing that the information warranted to be true is not true. In some jurisdictions carriers can deny or rescind coverage is there is ANY material misrepresentation on the application. Representations are material when the misrepresentation affects the carrier’s underwriting decision; whether or not to write the risk and the premium charged. In other jurisdictions, the material misrepresentation must be germane to the loss. This reiterates the importance of being truthful on your application. The penalty for untruths on warranted responses are severe and difficult for the applicant to avoid after the fact. 

Be sure that all applications that you sign are reviewed by you and any errors are corrected to avoid problems in the event of a loss. 
Financial Condition Danger Signals
There are several danger signals which can be recognized in a financial statement & others which can be identified through simple inquiries. Some of the more common signals are:

*Acounts Receivable, other than job retentions, aged past 60      days

*Substantial under billings on one specific project

*Large balances of non-productive assets such as inventories, equipment, prepaid expenses & notes receivable

*Large balances in accrued payroll taxes liabilities

*Incomplete or non-existent contract disclosure on the 
financial statements

*Substantial decreases in contract backlog

*Profit fade

*Shareholder loans. 

Insurance Marketplace News
Lincoln General has been downgraded from an A to a B++. They are in the process of trying to rectify the situation, but in the meantime, they are willing to pro-rate cancel policies if needed. If you have a Lincoln General policy, you would have received a down grade notice in the mail from us.  All policies 
& bonds will be re-marketed at renewal time unless you specifically request a mid term change.
Ambac Financial Group, a Surety Bond Insurer has just posted 
a $3.3 Billion Loss. They have announced a plan to infuse 
some capital into the company to avoid an A.M. Best 
downgrade but abandoned the plan just a few days after the announcement. At this point a downgrade can be expected and any bonds with this carrier should be rewritten. 

Nevada DMV
In order for the insurance verification to run smoothly with the Nevada DMV, the following items must be done.

1. The named insured on the policy & the vehicle registration must match EXACTLY. This includes any DBA’s listed on the policy. Nevada is the only state 
that uses the named insured as matching what they 
have in their files. All other states use the VIN number.

2. The Vin number must also match EXACTLY as 
shown on the policy and the vehicle registration

3. The policy must reflect a Nevada address; there are numerous problems with policies where the insured is not domiciled in Nevada. 

If you get a post card from the DMV, immediately send a copy to your insurance agent. This way they can start to fix the problem immediately instead of waiting for a suspension notice and then working in a panic mode. If your agent has a copy of the DMV notice, they can see where the problem lies and make any necessary changes so that the insurance & the registration match. 

ALSO – The Nevada DMV will no longer talk with Insurance Agents. McCormick Insurance or any other insurance agent is no longer allowed to contact the DMV on your behalf to verify if an insurance issue has been handled. We are now forced to rely 100% on the insurance company to do their job in handling the DMV issues. In the past we have always called the DMV to double check to be sure a problem has been resolved and a suspension lifted. They will no longer allow us to do this. Furthermore, they will ONLY speak with the registered owner if that is an individual. 
ACTUAL CASH VALUE

Actual cash value (ACV) -- In property and auto physical damage insurance, one of several possible methods of establishing the value of insured property to calculate the premium and determine the amount the insurer will pay in the event of loss. ACV is typically calculated one of three

ways: (1) the cost to repair or replace the damaged property, less depreciation; (2) the damaged property's "fair market value;" or (3) using the "Broad Evidence Rule," which calls for considering all relevant evidence of the value of the damaged property.

Employee vs Independent Contractor
Per NRS 608.010   “

Employee

” defined.   “

Employee

” includes both male and female persons in the service of an employer under any appointment or contract of hire or apprenticeship, express or implied, oral or written, whether lawfully or unlawfully employed.

Per the IRS – There is a 20 factor test to determine if you are really an employee. These tests can be found on IRS website, form SS-8 – determination of worker status but it boils down to 3 main categories:

Behavioral control, financial control & relationship of the parties. Does the employer control not only the nature of the work but the circumstances under which it is performed? If the employer contracting for services has the right to control not only the result of the services, but also the means by which that result is accomplished, they’re an employee. If the employee is told not only what to do but how to do it, they are an employee.

WHY IS THIS IMPORTANTANT?  Nevada law requires Workers Compensation for any business that has employees. The ONLY exception is for a Sole Proprietor. The Nevada Contractors Board requires Workers Compensation for any business that is licensed, even if there are no employees. 

When calculating your Workers Compensation payroll, just using the IRS guidelines is not enough since these conflict with the Nevada Workers Compensation law. If you have independent contractors, and can legally show they are an independent contractor, unless they can show their own Workers Compensation coverage, the responsibility still falls on you as the employer. If your independent contractor is a Sole Proprietor, then they do not need 
their own insurance. That is the ONLY exception. 

When a Workers Compensation policy is audited, you need to be able to show certificates of insurance from 
your independent contractors so that the payroll you pay to the independents is not charged back to your policy. 
If you cannot provide the certificate of insurance from 
the independent, then the insurance company legally 
has the right to charge that payroll against your policy.

If you are unsure of how to calculate your Workers Compensation payroll, contact your McCormick 
Insurance agent today.  

Policy Issuance
Many insurance carriers have switched over to electronic 

policy issuance instead of paper copies. McCormick 

Insurance will be converting as well and in the future, your policies will be delivered on a CD instead of paper copies. 

If you are unable to download the policies, view or print from the CD, please contact your McCormick Insurance service representative for a paper copy. 
.

Joke of the Month
A businessman on his deathbed called his friend and said, 

"Bill, I want you to promise me that when I die you will have 

my remains cremated." "And what," his friend asked, "do you want me to do with your ashes?"

The businessman said, "Just put them in an envelope and 

mail them to the Internal Revenue Service and write on the envelope, "Now you have everything.
Risk Management Tip:

Have you implemented a cell phone policy for your company yet? This is becoming more and more of an underwriting 
factor. Don’t be surprised in the future to see policy 
exclusions involving cell phone use while driving. An 
effective cell phone policy only works when it’s monitored 
and followed up with consequences. Be sure to have all employee sign off that they understand the company policy 
and keep this in all personnel files. 

Good Quotes:
“Whether you think that you can, or that you can’t, you are usually right.”


Henry Ford

“Do, or do not. There is no ‘try’.”


Yoda
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