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Memorandum

Date: March 9, 2016

To: Mayor Craft

City Council Q\
From: Grant Brow@*- X

Subject: Amendment to Ordinance 1800 — regulating beachfront and waterfront
recreational businesses

BACKGROUND: Amendments to Ordinance 1800 regulating beachfront and waterfront
recreational businesses including parasailing and wave runner rentals were passed in January
0f 2016. The current Ordinance requires the insurance company covering the licensee to
notify the City, who is named as additional insured on the licensee’s policy, a minimum of 30
days prior to cancellation of the policy for any reason. It has come to our attention that the
insurance companies cannot comply with the City’s requirement and Alabama State Law does
not require insurance companies to notify anyone other than the named insured. As a practice
however, First Flight has and always will notify the City if an operator does not have
coverage. See attached email message...

RECOMMENDATION: Because our requirement is not attainable by the licensee and after
consultation with our City Attorney Donald Stewart, staff recommends the portion of
Ordinance 1800 which speaks to insurance be amended to remove the specific notification
requirement and replace it with the statement “Proof of insurance must be available for
inspection on site, and each customer who requests such proof shall be provided with the
insurance carrier’s name and address and the insurance policy number.

PREVIOUS COUNCIL ACTION: Adoption of amended Ordinance 1800 in January 2016
BUDGET IMPLICATIONS: None

ATTACHMENTS: Draft amendments to Ordinance 1800 and email correspondence from
First Flight Insurance Group, Inc.

DEPARTMENT(s): Recreation and Cultural Affairs and Revenue Division

STAFF CONTACT(s): Grant Brown/Marcy Kichler/Layla Dawson



Grant Brown

From: Jessica Craig <jcraig@firstflightinsurance.com>
Sent: Wednesday, March 09, 2016 11:14 AM

To: Grant Brown

Subject: 30 Day Cancellation Requirement

Hi Grant,

Per our discussion yesterday, please see below explanation of why we cannot comply with the city’s request to
guarantee notice of cancellation be sent to Additional Insured’s (Al’s) prior to cancellation date.

Several years ago, ACORD had wording on their certificate stating that the insurer will endeavor to mail a notice of
cancellation to the certificate holder (which is the Al). With that wording there were always request to cross out the
word endeavor and make it a requirement for the insurer to mail a notice of cancellation within a specified number of
days.

CANCELLATION
SHOULD ANY OF THE ABOVE DESCRIBED POLICIES BE CANCELLED BEFORE THE EXPIRATION
DATE THEREOF, THE ISSUING INSURER WILL ENDEAVOR TOMaiL 10 DAYS WRITTEN

NOTICE TO THE CERTIFICATE HOLDER NAMED TO THE LEFT, BUT FAILURE TO DO 50 SHALL
IMPOSE NO OBLIGATION OR LIABILITY OF ANY KIND UPON THE INSURER, ITS AGENTS OR
REPRESENTATIVES,

There was always controversy regarding this because the certificate of insurance does not replace policy language nor
does it guarantee coverage. It is simply proof of coverage and should be a reflection of the policy at the date it was
issued. There should never be any wording added to the certificate that does not reflect policy language.

We use the commercial genera liability form CG 00 01 12 04 and the common policy conditions form IL 00 17 11 98 both
are ISO forms. An insurance policy is a legal contract. Per this legal contract, insurers do not owe any obligation to
additional insureds. We are only required to notify the named insured because that who is the contract/agreement is
made with, not the Al's.

p. When We Do Not Renew

If we decide nol to renew this Coverage Part, we will mail or deliver © the first Named Insured shown in the
Declarations written notice of the nonrenewal not less than 30 days before the expiration date

If natice is mailed, proof of mailing will be sufficient proof of notice

2  We may cancel this policy by mailing or
delivering to the first Named Insured written
notice of cancellation at least

a. 10 days before the effective date or
cancellation if we cancel for nonpayment
of premium; of

b. 30 days before the effective date of
cancellation if we cancel for any other
reason.

Due to the controversy, ACORD amended their certificate of insurance to remove this wording. Earliest edition date |
can find in our system is 2010/05. They changed it to the following which is in line with policy language. Policy
provisions does not require noticed to be sent to the Al.



CANCELLATION

SHOULD ANY OF THE ABOVE DESCRIBED POLICIES BE CANCELLED BEFORE
THE EXPIRATION DATE THEREOF, NOTICE WILL BE DELIVERED IN
ACCORDANCE WITH THE POLICY PROVISIONS.

First Flight Insurance Group can add an endorsement to the policy saying we will endeavor to mail a notice of
cancellation but correctly stated, that doesn’t mean we will. We added this endorsement to try and suffice some Al's
requirements. However, we have ALWAYS sent expiration letters to Al’s once the policy has expired or has been
cancelled and will continue to do so. The city will always be notified if an operator does not have coverage and can
immediately shut them down at that point, if need be.

Hope this email will suffice and we have provided sufficient documentation. If you have any questions please don’t
hesitate to ask. If you don’t mind, we would like to know the city’s response to this. | believe you said you would be
presenting this on Monday night.

Thank you!

Jessica Craig, CIC
FIRST Operations Manager
FLIGHT Surplus Lines Coordinator
Direct Phone: (252) 261-1903 ext. 257
INSURANCE Toll Free: (800) 688-3178

GROUP, INC. Fax: (252) 261-0757

Website: www . firstflightinsurance.com

Confidentiality Notice

This transmission contains information that may be confidential or privileged, and is intended only for the recipient identified above. If you received this transmission
in error, please notify the sender immediately, delete all copies, and be aware that any disclosure, copying, distribution or use of the contents of this transmission is
strictly prohibited. Also, for your protection, coverage cannot be bound or changed via voice mail, email, fax, or online via the agency’s website, and is not effective
until confirmed directly with a licensed agent.
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