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NEWS ALERT
RISK TRANSFER

Time to Update Your Subcontractor Agreements

Y

OU’VE GONE out and located an
insurance agent, purchased several
insurance policies and are feeling
fairly confident that you are protecting the
business you have spent years building,
correct?
Is there anything else you can do to help
mitigate risk? Yes.
While purchasing an insurance policy is
a form of risk transfer, there are additional
measures a business owner can take to help
transfer risk.
For instance, you should be utilizing
properly worded sub-contractor agreements/
contracts with your sub-contractors and
independent contractors who work for you.
Just as you have to sign contracts with
the general contractors or owners of a
project (their means to transfer risk down
to you, for your work), so should you be
transferring risk down the line to your SubTier contractors.
It is sound business practice and in some
cases, a requirement of your own insurance
policy (or policies).

These sub-contractor agreements should
include Indemnity Language and Insurance
Requirements.

Updating your agreements

If you already have an agreement
in place, when was the last time it was
updated? The language used may need
to be amended to meet the current
requirements and changes in the industry
coverage forms and endorsements.
For example, the newest Insurance
Services Offices (ISO) changes to the
General Liability Additional Insured
endorsements, limit the carrier’s liability
and limits to no more than what is required
by written contract.
In some cases, this could cause any
excess liability/umbrella policies from ever
being called into play.
Had you required it in your contract,
you may have been able to get your
sub-tier contractors to provide alternate
endorsements (when available through

their carriers), with earlier endorsement
version language that does not limit the
protection their carrier will provide to you,
the additional insured.
In absence of this, the way you word
your insurance requirements sections, may
override this limiting language.
Simply going back and asking one of
your sub-tier contractors to provide earlier
language additional insured endorsements,
may not be enforceable, especially if you are
not requiring it via contract.
If you haven’t updated your subcontractor agreements in several years, or
are unsure what you have used in the past
is current with industry standards. v

Asero can help
We can review and make suggestions on
changes for you to run past your legal
counsel, before putting them
into place.

Call us

CONTACT US

If you have any questions regarding
any of these articles or have a coverage
question, please call us at:

Asero Insurance Services

200 N. Almaden Blvd., 3rd Floor
San Jose, CA 95110
Phone (408) 271-2300
Toll Free (866) 966-8928
Fax (408) 271-1802
License No.
: 0588757
Ca.
License No.: 0A91339
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PROPERTY PROTECTION

Vacant Buildings Pose Risks, Insurance Challenges

T

HE AVERAGE vacancy rate for offices nationwide in
the second quarter of 2018 was 12.2%, while 12.1%
of retail spaces and 7.8% of industrial spaces were
vacant, according to the website Statista.com.
Unfortunately, when buildings stand vacant they become
susceptible to a variety of problems.
There are roughly 31,000 fires in vacant buildings
annually, resulting in dozens of deaths, hundreds of
firefighter injuries, and an average $642 million in property
damage.

Problems Can Quickly Mount
• With no security on the premises, the
building becomes a target for vandals. Vacant
buildings frequently wind up with broken
windows and graffiti-covered walls.
• Fixtures and materials inside the building, such
as copper piping, may attract thieves.
• Vacant buildings can become convenient
hang-outs for young people or shelters for
the homeless; they also can become centers
of criminal activity, such as drug-dealing.
• Trespassers smoking on the premises, decayed
wiring, arson, and production of illegal drugs like
methamphetamines may cause fires in vacant buildings.
In addition, automatic sprinkler systems may be
shut off, allowing fires to spread, and lack of
security prevents early detection.
• Toxic substances remaining on the
premises may leak and contaminate soil
and groundwater.
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Safeguard Your Building
• Visit the property at least weekly, or hire a property management company to do so.
• Clear the exterior of scrap wood, paper, cardboard and brush.
• Remove any toxic substances that could contaminate the area or harm police or
firefighters.
• Maintain sidewalks and parking areas in good condition, and clear them of snow
and ice.
• Erect obstacles to keep vehicles and pedestrians out of parking areas.
• Hire security to watch the building at night. Turn on exterior lighting.
• Maintain heat or drain the plumbing system to keep pipes from bursting, but keep
at least a minimum temperature in areas protected by automatic sprinkler systems.
• Maintain electricity supply to emergency lighting and exit signs.
• Shut off utilities, except where necessary to power desired lighting and alarm
systems.
• Maintain fire detection systems and link them to a central station monitoring service.

Insurance implications

Buildings that are more than 70% vacant for more than 60 days also lose
some important insurance coverage.
If the building is largely vacant, the standard commercial property insurance
policy reduces loss payments by 15% for most causes of loss and does not cover
others at all, including vandalism, water damage, glass breakage, and theft.
For an additional premium, the building owner may be able to purchase
vacancy permit coverage, which reinstates some or all of this coverage for a
specific period of time. An alternative – vacancy changes coverage – can reduce
the minimum occupancy that the building must have before the insurance
company will consider it vacant from the standard 31%.
We can work with you to get the coverage you need.
A vacant building is never a good situation, but with the proper precautions,
the owner can maintain its value and keep it secure until new tenants move in. v

WORKERS’ COMPENSATION

Employees Who File Claims Most Likely to File More

A

NEW STUDY has found that people who have had workers’
comp claims in the past are more likely to file future claims compared to those who have never suffered an on-the-job injury.
The study – the subject of an article published in the Journal
of Occupational and Environmental Medicine – concluded
that a past claim is the most predictive factor in determining
the likelihood of future workers’ comp claims.
While the findings shed light on a significant driver of
workplace injuries, employers are in a difficult position as
asking prospective employees about past claims experience
is illegal in most jurisdictions.
The main findings of the study, “Reoccurring Injury, Chronic
Health Conditions, and Behavior Health: Gender Differences
in the Causes of Workers’ Compensation Claims,” are:
• A higher proportion of both men and women who had
filed workers’ comp claims in the past also experienced a
subsequent workplace injury.
• For both genders, a past claim is the most predictive
factor in determining the likelihood of filing a future claim.
• Women who had certain pre-existing behavioral risk
factors like depression, poor sleep habits and headaches
were more likely to file a subsequent claim if they had
already filed one. These same risk factors did not add to
the likelihood among men in filing second claims.
• Future claims are associated with individual workers’
overall health.

The takeaway

Besides addressing workplace hazards proactively,
anytime you have a workplace injury, you should investigate
to determine how the incident occurred. Once you identify
what went wrong or broke down in your processes leading
to the incident, you can address the problem through new
safeguards and training.
Also, if an employee does file a claim, when they are back
on the job you should give them additional safety training
and attention to reduce the chances of them suffering future
workplace incidents.
And what about prospective employees? First off, most
states bar employers from asking prospective hirees about
any past workers’ comp claims they have filed with previous
employers.
The Federal Americans with Disabilities Act, as well as
numerous state laws, seeks to protect job seekers from
discrimination in hiring as a result of filing valid claims.
The bottom line is that an employer cannot request
workers’ compensation records in order to have a policy of
not hiring anyone who has made a claim. It is discriminatory
to penalize a person who has exercised a lawful right in a
lawful way and filed a valid claim.
If you are considering trying to obtain past workers’
comp records, you should consult with a labor lawyer before
making any moves. v

Produced by Risk Media Solutions on behalf of Asero Insurance Services. This newsletter is not intended to provide legal advice, but rather perspective on recent regulatory issues, trends
and standards affecting insurance, workplace safety, risk management and employee benefits. Please consult your broker or legal counsel for further information on the topics covered herein.
Copyright 2018 all rights reserved.
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COMMERCIAL VEHICLES

How to Combat Rising Fleet Auto Rates

A

S INSURERS continue tightening their underwriting for commercial auto insurance, they are inquiring about companies’
fleet management programs.
If a company lacks a program, some insurers will ask them to
implement one if they want coverage.
With this trend likely to continue it’s imperative for any company
with a fleet – or even just a few vehicles – to look at how to improve
their program. Areas to focus a fleet management program on include:

Driver training

One key element that’s often overlooked is senior leadership
support, the lack of which can manifest itself in a variety of ways, including getting mixed messages from what is emphasized in training
and performance feedback provided to drivers from supervisors. You
should also:
• Reinforce safety priorities in regular driver feedback.
• Use annual performance reviews as training opportunities.
• Have employees sign off on areas targeted for improvement
or development.

Focus on distracted driving

If you have a fleet or any individuals driving for you, it’s of utmost
importance that you have a strict policy for avoiding distracted driving. In your fleet manual, you should document that you continually
reinforce rules on avoiding distracted driving.
Focus on the use of hand-held mobile devices, the use of which
increases the potential for accidents by 23%, according to the National
Highway Traffic Safety Administration.
You have a choice to make:
• Use technology-based measures, such as those used to
prevent vehicles from starting when mobile devices are
in use, or
• Establish strict protocols on the use of mobile phones or
other hand-held devices.

Tracking systems and litigation defense

Enhanced tracking systems, including video and telemetry, can
help strengthen litigation defense, improve outcomes and reinforce
training. Companies implementing telemetry systems with dash cams
can verify what caused an accident. By using these systems, some
operators have reduced litigation costs and court awards by 90%.

Logistics software

Logistics software can be used to enhance safety and improve
efficiency in routing and job distribution. Even field
vehicles can be equipped
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with shock sensors, operator requirements to complete inspections
prior to movement, tracking and other features.

Review your coverage

On an annual basis, you should talk to us to ensure your insurance
levels for drivers are adequate and appropriate.
For contractors with fleet operations, commercial automobile
insurance policies should have a minimum of $1 million in liability
limits. Higher limits of $3 million to $5 million are typically required
for transporting passengers or hazardous materials.

Driver screening and safety

Screen and monitor drivers by:
• Obtaining an annual motor vehicle record for each driver
with a points qualification system.
• Administering DOT 7- or 10-panel drug tests.
• Requiring drivers to take online or live driving courses
annually.
• Requiring that drivers wear high-visibility reflective vests
when outside the vehicle.
• Identifying personal protective equipment for drivers in
the right situation (plan for rain, snow, footing, etc.).
• Supplying polarized sun/safety glasses to reduce glare.

Incident management

All fleet drivers must be trained on what do after an accident. The
top priority is to ensure all people are safe and taken care of. The
next aspect is to collect all necessary information and take as many
photographs of the accident as possible.
Subsequently, there should be follow-up to ensure everyone is
safe and the incident report is completed correctly. Require that all
incidents must be reported by the end of the shift, and set a 24-hour
deadline for getting the claim into your system.

Inspections

Inspect vehicles prior to each usage. Pre-trip inspections typically
include visual checks of tires and lug nuts, windshield, windows, wipers, lights and mileage.
Oil levels and tire pressure should be inspected weekly or more
often, depending on weather conditions and vehicle utilization. v

