
64  INDEPENDENT AGENT ■ MARCH 2009 RALPH WHITE/CORBIS

 ERRORS AND OMISSIONS ISSUES AND ADVICE

It Only Takes One 

E
dward Smith was the captain of one of the most famous ocean liners of all time—the Titanic. At age 13 

he left school and began working his way up to an illustrious command. By all accounts, he was a very skilled 

seaman and an excellent leader. He took his fi rst command in 1887, on The Republic, and his last in 1912 on 

the RMS Titanic. Everything had been going well for Smith and his career—which was spotless until the Titanic. Can 

he be faulted for not seeing it coming? 

Like Captain Smith, many agencies don’t see an E&O claim coming until it is too late. And just as it took a single 

iceberg to sink the Titanic, it could take just one claim to ruin an agency.

When agents talk about their E&O claims experience they often hear: “We have been in business for 30 years with 

no issues” or “Why should we worry about this now, since we have been ok so far?” Think about Captain Smith and 

the Titanic, and the many years of experience he had with no issues. Yet it only took one accident and one iceberg to 

sink the Titanic. Taking a positive and proactive approach to agency E&O risk management can help an agency avoid 

E&O claims and allow it to become more profi table and effi cient at the same time.

Legitimate E&O claims arise generally as a result of the breakdown in a process somewhere in the agency or per-

haps the lack of a process being there in the fi rst place. The trick is to make sure everything that needs to be done in 

order to protect yourself is fi rmly embedded into the routine that your agency follows—in each and every case. 

Protecting yourself from an E&O claim is not rocket science. True protection comes from the painstaking analysis of 

everything that has to be done from end-to-end, every time to ensure a client is properly protected against risk. This 

analysis must then be followed up by the implementation of “grass roots, desk level” procedures that: ensure compli-

ance; are easy to follow and manage; are developed in conjunction with your staff and are designed to work in the 

real world. Why does this work? It works because taking this approach allows an agency to:

• Identify potential points of failure;

• Establish “E&O effective” workfl ows that make sense in the real world;

• Get understanding, commitment and buy-in from all staff;

• Work with staff to get them involved in the development and implementation of the proper workfl ows;

• Ensure that everything an agency does is well documented;

• Monitor and manage compliance easily;

• Train new people consistently and thoroughly;

• Demonstrate, when you are called to, that your agency always follows set procedures in the course of its business

• Create a strong culture around E&O avoidance 

You can look at a procedural review from the negative viewpoint of avoiding a lawsuit, or you could look at it, 

positively as making sure you and your staff are doing the right thing every time for all of your clients. In today’s world, 

you can be sued whether you did something wrong or not, but the payoff is that if you have great processes in place 

and you still get sued, you will be in an excellent position to win the lawsuit. 

The good news is that getting it right doesn’t mean it’s going to cost you money—quite the opposite. The overall 

impact of this is a happier client group, higher retention and more opportunity for profi table growth. Additionally, 

most of the processes put into place to avoid an E&O claim will result in higher effectiveness and effi ciency. and just 

having a standard way of doing everything will drive higher operating effi ciency. I

Geoff Garden is president of the MiHi Group, a leading provider of business solutions for the insurance industry and 
entrepreneurs.

Agency Shield 
Program 
Available 
Through 
Big “I” State 
Associations
The Agency Shield Pro-

gram (ASP™), available 

exclusively for Swiss 

Re policyholders, is an 

E&O claims prevention 

consulting program to 

assist agencies in the 

review and imple-

mentation of effective 

workfl ow processes. 

Not only is it an afford-

able and easy way to 

reduce the agency’s 

exposure to E&O 

claims and improve 

client service, it also 

offers an additional 

10% credit on an 

agency’s Swiss Re E&O 

policy for completion 

and implementation.

To learn more about 

the benefi ts of the 

Agency Shield Program 

or to purchase contact 

your state association. 

Swiss Re policyholders 

can also download the 

ASP brochure on the 

risk management at 

www.independent

agent.com/EO

happens.


