BUSINESS PRACTICES

Settling Your Own Claims is Not a Good Idea

By Bob Bixby

other provisions mentioned in this article.

First of all, what is a claim? Professional Liability
Insurers generally define claims as being a demand
against the insured for money or services alleging
that the insured has been negligent. Some insurers
go a step further and include potential claims in their
definition of a claim. A potential claim could be
defined as a situation for which a reasonable person
might expect a claim to arise. Policies differ and you
should check your own for definitions of these and

Some people think that, even
though they are in violation of the
policy conditions, on a small claim
they dont have much to lose. The
kicker here is that small claims can
develop into large claims, and you
don’t want to be a self insurer ong
$1,000,000 claim.
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In the conditions section of the policy, your
duties, in the event of a claim, are clearl
spelled out. One duty is to report the cld
to the insurer without delay. One policy sa
“promptly”, another says Za

id your policy. This clause
situations where it may s
that you made an error, upon in-
vestigation, that error may not have caused
the actual damages. Also, the alleged dam-
ages may be considered betterment which
you should not be responsible for.

The insurance policy is a contract between
you and the insurer and, if you don’t abide by
the conditions of the policy, you are in breach
of the contract and the insurer can refuse to
cover the claim.

Take the case wherea design professional called
his agent to tell him that he had negotiated
his own claim and lowered his fees to pay the
damages that the plaintiff had asserted. He
called to tell his agent the dollar amount of
damages so that the insurer could reimburse
him. Unfortunately for him, the insurance
company denied the claim, stating that he had
breached the contract by not advising them
promptly and because he made payment and
admitted liability without their consent.

So what do you say to your client when it looks
like the error is your’s? Just tell him that you are
aware of the problem and that you are there
to help him solve it, but you cant talk about
liability until you have reported the incident to
your insurer or you could lose coverage. Then
get to your insurer immediately.
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Suffimary, you pay a lot for professional
liability insurance and you don’t want to chance
losing coverage because you didn’t abide by
the policy provisions. So don’t admit liability
or make any payment without the insurer’s
consent. Follow the reporting provisions of
the policy and, even if you are not required to
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report an incident that could lead to a claim,
seriously consider doing so in order to take
advantage of the problem solving expertise of
the insurer’s knowledgeable staff =

Bob Bixby is a graduate engineer from the
University of RI. Bob has been involved
in insurance and risk management for
Architects and Engineers for more than
20 years. Mr. Bixby can be reached at
bobbixby@bixbyinsurance.com.
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ADVANTAGES:

* High tensile strength

* Lightweight

+ Conforms to all shapes M
* Full cure in 24 hours

* Ease of installation

* Non-toxic

* No odor

» Waterproof

APPLICATIONS:
¢ Concrete
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* Steel
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Pioneered since the 1980s by QuakeWrap President,
Professor Mo Ehsani, Fiber Reinforced Polymer (FRP) is
applied like wallpaper, reaching 2 to 3 times the strength of

steel in 24 hours.
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