
Report Your Claims...
PRONTO!  

By Jeff Cavignac, CPCU, RPLU, ARM

My client Bill called me the other day.  “I have good 
news and bad news,” Bill says.  “The bad news is 
that I have a client who wanted to make a claim 
against my professional liability policy for $500,000.  
The good news is that I was able to get this resolved 
for $100,000! I know I have a $25,000 deductible on 
my professional liability policy, so I’d like to make a 
claim for the $75,000.”  

This is the call insurance brokers don’t like to get.  
This is a problem.  Bill clearly violated his responsi-
bilities that are spelled out in the insurance contract 
and the likelihood of Bill recovering anything is pretty 
remote.  This underscores the importance of under-
standing your responsibilities as an insured, specifi-
cally when it comes to circumstances which may give 
rise to a claim or claims in general.  

Professional Liability and Other Claims Made 
Policies:  While timely reporting is important for any 
insurance policy, it is doubly important for a “claims 
made” policy.  As the term implies, “claims made” 
policies only cover claims that are made during the 
policy period.  You are generally required to complete 
an application to renew coverage each year and that 
application will include a question that reads some-
thing like this:  

“Is Applicant or any individual or entity proposed for 
coverage aware of any fact, circumstance, situation, 
act, error or omission which they have reason to 
believe may or could reasonably be foreseen to give 
rise to a claim that may fall within the scope of the 
proposed insurance?”

If you answer “No” to this question and subsequently 
there is a claim which, in fact, you were aware of, 
the insurance company can deny the claim.  If you 
go back to the prior policy term, it would likely be 
denied there as well since that policy was also writ-
ten on a claims made policy and the claim was not 
made in that policy term.  But the insurance company 
can go farther than that.  They can actually void the 
policy!  The application is considered a warranty to 
the policy.  The insurance company could allege that 
there was material misrepresentation.  If they had 
known about the matter, they may not have offered 
terms and therefore, they will sue for rescission of 
the contract.  If there were other claims pending in 
the same policy term, you would lose coverage for 
those claims as well.
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The definition of a claim in most Professional Liability 
policies is “a demand for money or services.”  Con-
tractually, insureds are obligated to promptly notify 
their insurance company in writing of any claim.  
“Promptly” is not defined, however, if the claim is not 
timely reported, and the fact that it wasn’t jeopar-
dizes the insurance companies’ ability to resolve the 
claim, you can assume notice wasn’t prompt. 

What about those situations that don’t qualify as 
a claim but conceivably could turn into one?  For-
tunately most Professional Liability policies have 
“Notice Provisions.”  These basically allow insureds 
to “notice” their insurance company if they become 
aware of a claim or circumstance which could give 
rise to a claim.  If the matter subsequently becomes 
a claim, coverage will apply to the policy that was in 
force when the matter was originally noticed.  

Commercial General Liability and Liability Poli-
cies in General That are Written on an Occur-
rence Basis:  Occurrence-based policies cover 
“occurrences” which take place in the policy period 
regardless of when the claim is made.  Loosely 
defined, “occurrence” is an accident.  If an accident 
happened in 2015 and a claim was made in 2017, 
assuming the statute hadn’t run, the policy in force in 
2015 would apply.  This, however, doesn’t mean you 
are not under an obligation to report circumstances 
or claims.   

If you refer to the Commercial General Liability Con-
ditions in the standard ISO CG0001 policy form, you 
will note that it requires you to make sure the insur-
ance company is “notified as soon as practicable of 
an “occurrence” or an offense which may result in a 
claim.”  “If a claim is made or suit is brought against 
any insured, you must immediately record the spe-
cifics of the claim or suit and the date received and 
notify us as soon as practicable.”  Needless to say, 
“as soon as practicable” is not defined, however, the 
same logic as mentioned above will likely prevail.  If 
your failure to notify your insurance company in a 
timely fashion affects their ability to resolve the claim, 
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you can assume it was not “as soon as practicable.”  

Property Insurance is not much different.  Under the 
ISO Building and Personal Property Coverage Form, 
an insured is required to see that the following is done 
in the event of loss or damage to covered property:

(1) Notify the police if a law may have been broken.
(2) Give us prompt notice of the loss or damage. In-
clude a description of the property involved.

Once again, no surprise, “prompt” is not defined.  

Workers Compensation Policies are even stricter!  
They require that you “Tell us at once if an injury 
occurs that may be covered by this policy.”   I’m not 
even sure how you can notice your insurance compa-
ny “at once”, but regardless, it sounds more stringent 
than “as soon as practicable.”  In addition, State Laws 
impose additional duties on insureds.  For example, 
in California an employer is required to provide the 
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injured employee with a Form DWC-1 (Employee 
Claim for Workers Compensation Benefits) within 
one working day of the notice of injury.  The employer 
is also required to prepare a form 5020 (Employer’s 
Report of Occupational Injury or Illness) within 5 days 
after knowledge of the injury.

Best Practices:  In the event of a claim or a circum-
stance which may give rise to a claim, you should 
almost always…ok let’s simplify it….you should 
ALWAYS notice your broker and your insurance com-
pany.  This makes sense on a lot of different levels.  
First and foremost, you need to comply with your 
contractual obligations under your policy.  Failing to 
timely notify your insurance company can jeopardize 
your coverage.  

It is also well understood that timely reporting of 
claims results in more effective claims resolutions.  
The sooner a loss can be investigated or the sooner 
an employee can be treated, the lower the net cost of 
the claim.  

Finally, the help your insurance company can provide 
should not be overlooked.  The likelihood is they have 
seen this type of claim before and may have ideas 
on how to resolve it that have not even crossed your 
mind.  Many Professional Liability insurers take this 
a step further and offer what is called “Pre-Claims 
Counseling.”  If you report a circumstance to them 
that may give rise to a claim, any money they spend 
to help you resolve it will come out of their pocket and 
not count toward your deductible or your loss record!  
Why would they do this?  Simply because they under-
stand the importance of resolving claims early.  

If I wanted to summarize this article in one sentence, 
it would be this:  If you are aware of a claim or a 
circumstance which may give rise to a claim, report 
it to your broker and your insurance company… 
PRONTO!*

*Which is not a defined term, but you know what I 
mean!n



This article is intended for informational purposes only and 
is not intended to be exhaustive, nor should any discussion 
or opinions be construed as professional advice. Readers 
should contact a health professional for appropriate advice.
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Exercising the Body and Brain
Studies have shown a strong relationship between the health of 
the body and the health of the brain. Exercise revs up complex 
processes inside the brain that can deter depression, help you 
stay calm and keep your mind sharp.  

Exercise Boosts Mental Fitness
The brain has approximately 86 billion neurons designed to give 
orders to the rest of the body through chemical messengers 
called neurotransmitters. Studies show that deficiencies of two 
of these neurotransmitters (glutamate and gamma-aminobutyric 
acid, or GABA), can lead to mood disorders such as depression. 
However, moderate exercise can increase the amounts of the 
two neurotransmitters, contributing to increased mental fitness. 

Exercise Decreases Stress
When you're stressed, your brain secretes the "fight or flight" 
hormone, cortisol. Elevated cortisol levels can create a constant 
and unnecessary feeling of stress. But, if you exercise, you 
expose your body to "controlled stress," which helps regulate 
your brain's stress response, keeping you more calm. 

Exercise Slows the Brain’s Aging Process
Your brain ages just like the rest of your body, but exercise can 
help the brain handle natural, age-related deterioration without 
taking a toll on your memory. Older adults who exercise have 
larger brain volumes than those who don't. Plus, the brain’s 
hippocampus (which is responsible for memory and learning) is 
larger in people who are active. Exercising won't make you 
smarter, per se, but it will help you remember things better as 
you age. 

Zika: Why Men Should Be 
Concerned Too
More athletes are avoiding competing in 
Brazil’s 2016 Olympics due to fears related to 
the Zika virus. Although the media has placed a 
high focus on the dangers for women who 
contract the virus, infectious disease experts 
agree—reproductively speaking—that men 
have the most reason for concern after visiting 
a country with a large Zika outbreak. 

If a pregnant woman is bitten by a mosquito 
that carries the Zika virus, or if a woman 
becomes pregnant shortly after being bitten, 
her unborn baby runs the risk of being born 
with microcephaly, a severe, neurological birth 
disorder linked to Zika. But, the virus can also 
been found in the semen of infected men, and 
the amount of times the virus can be sexually 
transmitted is uncertain. This creates a chance 
of a man infecting his partner and putting their 
unborn baby at risk for microcephaly. 

Because there is limited data, the Centers for 
Disease Control and Prevention (CDC) 
recommends that men who have been 
diagnosed with or who have had symptoms of 
Zika use condoms or abstain from sex for at 
least six months after symptoms occur. 

Health and wellness tips for your work and life—
presented by [C_Officialname]Cavignac & Associates
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Avoiding Sports-related Eye 
Injuries in Children
Eye injuries are the leading cause of blindness in children, and 
most eye injuries incurred by those ages 11 to 14 happen while 
they are playing sports. Every 13 minutes, an emergency room in 
the United States treats a sports-related eye injury. Of the 
estimated 2 million Americans who sustain eye injuries each 
year, approximately 40,000 will go on to be considered legally 
blind in the injured eye.

August is “Children’s Eye Health and Safety Month.” This is not 
only a good time to get your child’s eyes checked before school 
starts, but it is also a good time to ensure that they are 
protecting their eyes while playing sports. 

Many youth sports teams don’t require eye protection, so 
parents should insist that their children wear safety glasses or 
goggles when playing. Parents can also set a good example by 
wearing protective eyewear themselves. The following graphic 
shows the type of protective eyewear that should be worn while 
playing popular sports. 

APPLE & CHICKEN SALAD
2 red apples

2 celery stalks, diced

2 skinless chicken breasts, cooked and diced

¼ cup plain, nonfat Greek yogurt 

½ cup raisins

¼ cup mayonnaise

¼ tsp. salt

⅛ tsp. ground black pepper

16 lettuce leaves (Bibb, romaine, green or red leaf)

Directions
Cut the apples into quarters, remove the cores and 
then chop the quarters into bite-sized pieces.

In a medium-sized bowl, mix all the ingredients 
except the lettuce.

Arrange four lettuce leaves on a plate and top with 
one-fourth of the salad mixture. 

Makes: 4 servings

Nutritional Information (per serving)

Total Calories 290

Total Fat 8 g

Protein 25 g

Carbohydrates 34 g

Dietary Fiber 4 g

Saturated Fat 2 g

Sodium 330 mg

Source: USDA
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Spotlight On
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The San Diego/Imperial Counties chapter of the 
American Red Cross is part of the largest and 
most diverse service organization in the United 
States. They serve more than 3.6 million people 
and cover nearly 10,000 square miles in the two 
counties.

They provide food and shelter in emergencies, 
assist members of our armed forces and their 
families, teach lifesaving skills, and more. All 

Cavignac & Associates is proud to support local and non-profit civic 
organizations, including the American Red Cross, San Diego Chapter 

For more information about the American Red Cross,  
visit www.redcross.org/local/california/san-diego

American Red Cross disaster assistance is free, 
made possible by voluntary donations of time 
and money from the American people.

The vision of the American Red Cross San 
Diego/Imperial Counties Chapter is to be the 
most trusted community service organization in 
education, preparation and response to natural 
disasters and human emergencies.


