PROTECT YOURSELF

Life asasmall businessperson isfilled with pitfalls, seems asif there’s a new “gotcha” on
every corner and the old ones never disappear. |’ve never bought and sold cars, but I’ve been self-
employed and am familiar with the need to watch one’s back at every turn. It’sthe little things that
can cost aton of money and time. Asthey say, the devil isin the details, and they can cost even a
prudent man his business. It behooves us to take reasonable precautions in our day-to-day business
operations.

Insurance is my business. In fact, I’ve written insurance for over thirty years for members
of the Texas Automobile Industry, and even a slow-learner can pick up sometipsin that length of
time! 1’m going to share an important one with you today.

When was the | ast time you called your agent to ask him to add another driver or employee
to your policy? Y ou probably had a copy of the new hire’s drivers’ license in your hand and gave
your agent every detail. The scene might have been something like this:

“Hey, Harry, | just hired Jerry Bracknell. He’s my new salesman, and | need to get him on
the policy.”

“Sure, Jack. Just give me his date of birth, full name and drivers license number. I’ll notify
the company today.”

After you share the particulars, you touch base one moretime. “Okay, Harry, you got that?
He’s on the policy, right?’

“I’m sending an e-mail to the company right now. As soon as we get the endorsement, 1’ll
send you abill.”

Life goes on and about ten days later, your new salesman hops in apick up and totalsit in an
at-fault accident not three miles from your lot. Nobody isredly hurt, and you’re feeling good you
had added Jerry to the policy as soon as you had hired him.

Meanwhile back at the insurance agency: Harry did exactly as he said he would, i.e. he
immediately forwarded the driving information to your insurance company. Unfortunately, the
company underwriter was on vacation and her assistant was up to her earsin alligators. It was over
aweek before the agent received the notice: “License Suspended. No Coverage Provided.” The
dealer was notified the next day — right after the accident occurred.

Garage policies and underwriting rules vary from company to company, admitted, non-
admitted, agent directly appointed, agent working through a Managing General Agent, etc. The
bottom lineis that insurance companies will not provide coverage for unlicensed drivers using an

insured vehicle with permission, regardless of the reasons they are unlicensed. Companies deny
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claimsinvolving permissive use by unlicensed drivers, and while we can all debate until the cows
come home what went wrong in the above situation, the claim is still unpaid. The insurance
company’s approach is that the dealer is responsible for hiring licensed drivers. They point out that
neither companies nor agents are notified when a contract driver isused. If acontract were
unlicensed and involved in an accident, no coverage would be provided. Employing licensed drivers
isacondition of auto liability insurance under a garage liability policy, and while companies and/or
agents can be helpful to the insured in determining whether or not an employee has avalid drivers
license, ultimately the dealer holds the bag.

My suggested approach is to focus on preventative solutions. This situation could have been
avoided with alittle foresight. The agent may have warned the dealer not to allow the new
employee to drive until the company issued an okay. We don’t know. After all, the employee had
what looked like avalid drivers license, and as a cautious dealer, he had asked the employee about
his driving record. Ninety-nine times out of one hundred, a warning would not have mattered
anyway. No accident would have occurred. The company underwriter would not have been on
vacation. Her assistant would not have been over-whelmed. But, it isthe possibility of that one-
hundredth time that makes being proactive in protecting yourself and your business important.

The next time you add to your policy an employee who is going to be driving your vehicles,
either ask your agent to run a motor vehicle report or do not allow the new employee to drive your
vehicles until your agent has given you an al-clear. Many agents can order and receive the report
while you are still on the phone, and I’m unaware of any who cannot have the report in their
possession by the next business day. These reports cost anywhere from $5.50 to $10.50 each
depending on the service used and the agent’s volume. 'Y our agent may cover the cost of the motor
vehicle report or he may bill you for it. Regardless, | know the dealer and/or his agent in the above
situation would have gladly paid whatever was necessary to have avoided the denied clam with its
inherent cost in time and money to both of their businesses.

The most important part of any insurance purchase is the client/agent relationship. We’ve
al heard the old adage: the three people you never lie to are your attorney, your partner and your
insurance agent. Well, I’m not taking a stand on the first two, but | encourage lots of questions and
compl ete honesty between agents and clients. Even the best agent, dealers, and company
underwriters can have a bad day.

Be proactive when you are working with your insurance representative. It’sin everyone’s
best interest.
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Asthisyear comesto an end, | thank the HIADA Newsdletter staff for the opportunity of
providing 2010’s Insurance Corner. It has been a great experience for me, and I’m looking forward
eagerly to 2011. Pleasecall, email or fax to me your insurance questions and concerns. This
column belongs to you, and my hopeisthat it will provide some light to the darker corners of

insurance. annmullen@mulleninsurance.com or www.mulleninsurance.com.

Happy Holidaye!
A Wallen-Martin, President, WMalblen Tnownance Agency uc.
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