Memorandum 

TO:  
CCIT User Group
From:
Markie Davis, Risk Manager, Office of Risk Management

Date:  
December 8, 2010

Re:
Changes to ACORD Certificates of Insurance Form

Background:  The new certificate forms have eliminated the assurance that the insurer will “endeavor to mail ___ days written notice to the certificate holder.”  They simply state that “should any of the above described polices be cancelled before the expiration date thereof, notice will be delivered in accordance with the policy provisions.”  

Due to the fact that the insurance companies could not actually comply with the old provisions on the ACORD  form, Insurance Commissioners in several states insisted on this change.  Therefore, Certificates of Insurance can no longer be issued on the older ACORD form.  
What is the impact of this change?:  

1. Even if the certificate holder (the State) is an additional insured, they will not be notified if the policy is cancelled.  Only the First Named Insured (the Contractor) will be notified.  This is true even if the Insured itself cancels the policy.  
How do we need to respond?:

1. Effective January 1, 2011, in new low risk contracts we need to respond by modifying contract language to put the responsibility of notifying the State of cancellation on the Contactor.  The State Controller’s Office is working to change the standard contract language.  We also need to accept the ACORD form as written.  Even if changes are made to the certificate, ACORD has made it very clear that the changes to the certificate do not change the policy to obligate the Insurer to send cancellation notice to any party other than the First Named Insured.  
2. Effective January 1, 2011, in new high risk contracts we should require that the insured’s policies be endorsed to notify the State in the case of cancellation.  Requesting an endorsement is a fairly involved process and could be at an additional cost to the Contractor.  For this reason it only makes sense to do so on high risk contracts.  Also, there are some insurance companies that will not add this endorsement period, at any cost.  
The following is sample manuscript endorsement language that would get us the notification that we need:  “If we cancel or elect not to renew this policy, we will give written notice to the State of Colorado at the following address ___________.  We will provide the same notice of cancellation and nonrenewal that is required by this policy to the First Named Insured.” 
The larger the Insured (Contractor) the more likely they will be able to obtain the endorsement.  

3.  High Risk contracts are those determined to be high risk in accordance with the State Controller’s Policy “Review and Approval of State Contracts Delegated Agencies.”  
4. Existing contracts with effective dates prior to January 1, 2011 will not require modification for this change in the ACORD form.

Conclusion:  The old ACORD form realistically provided us with very little protection in the case of cancellation.  If the insurer did not provide us with notice of cancellation there was no breach of contract.  The ACORD form only stated that they would “endeavor” to notify the certificate holder of a cancellation.  There was no recourse if the Insurer failed to notify us of cancellation.  At least the new contract language gives us some recourse against the contractor.  The endorsement, even though it might be extra work and expense, puts us in a better position for high risk contracts than we were with the old ACORD form.  
