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Producers and customer service representatives are advised 
from early their careers of the importance of securing a 
customer’s signature on an application. The basic premise is 
that if accurately completed and signed by the applicant, an 

application possesses tremendous power in the event of some 
type of errors-and-omissions litigation. The signed application played a significant role in 
the outcome of that litigation in a substantial number of E&O cases. !
For agencies serious about reducing their E&O exposure, proper handling of 
applications is a great place to start. Unfortunately, there have been numerous E&O 
cases where the signed application lacked the power it should have had. For an 
application to really help the agency if E&O litigation arises, the customer must fully 
know the contents of the entire application. If the agency sends the customer the 
application to sign, the entire application must be sent. Sending only the signature page 
could cause a problem as it might enable the customer to disavow knowledge of the 
contents of the entire application.  !
The goal is to ensure that applications work for your agency, not against it. Here are 
some key items to follow:  !
Complete, current and correct !
This is known as the “3 c’s requirement.” Are applications from your agency completed 
fully or are some questions left blank? If questions are left blank, why? The answers to 
these blank items could significantly impact the account’s desirability or pricing. How 
confident is your agency on the accuracy of the answers to the questions? In the haste 
to get applications submitted, producers/account executives may answer the questions 
believing they are answering honestly and correctly. This has the potential to cause 
some problems as carriers rely heavily on the application and presume the information 
to be truthful.  !
What is your agency’s approach when the carrier underwriter calls with additional 
questions? As a producer or CSR, do you presume to know the answer or do you 
contact the prospect to check? It’s best to contact the prospect/customer to ensure the 
information presented to the carrier is correct. !
After a loss !



What happens if, after a loss, the carrier discovers the information was incorrect? This is 
when your nightmare could start. The carrier may take the position that it would not 
have written the account had it known the correct information. Unfortunately, this 
scenario occurs much too often. At this point, the carrier will typically have two options: 
rescind the policy or honor the claim, but then take action against the agency. There 
have been many E&O claims where the carrier successfully sued the agent due to 
misrepresentation of the nature of the risk. This issue by itself heavily reinforces the 
benefits of having the insured sign the application to affirm the accuracy of the 
information. 
   
The best approach !
Complete the application face-to-face with the prospect/customer, asking him or her the 
questions exactly as they appear and accurately noting the response on the application. 
After completing the application, the producer/CSR will usually request that the client 
sign the application. An additional requirement is recommended. Namely, don’t just ask 
the client to sign the application. Require the prospect/customer to review the entire 
application to ensure you have accurately stated the exposure, and then have the client 
sign it. This is one of the most important procedures for an agency to insist on.  !
In virtually every state, the customer is held responsible for the contents of the 
application once he or she has signed it. If the client misled you in the completion of the 
application, his or her signature on the document could play a significant role if a 
problem develops. As stated previously, this means more than just sending the client 
the signature page to sign.  !
If getting the signature is not feasible for some reason, explore the possibility of 
providing the customer with the application electronically, asking him or her to review 
and approve the information for correctness. Be certain your file is well documented 
with the insured’s approval.  !
Don’t sign the insured’s name !
While the agency may believe the customer has authorized you to do so, don’t sign for 
the insured! After a loss, the customer may disavow giving you this authorization. 
Handwriting experts have found their way into E&O claims, so extreme caution should 
be exercised in this area. !
Use all-new information !
As a producer or CSR, have you ever completed “this year’s application” using the 
information from “last year’s application?” Avoid doing this. It is extremely dangerous 
and fraught with potential problems. Risks change, so it is always best that the 
application is completed through current discussion with the customer.  !
Ensure accuracy 



!
Review and reinforce with your staff the issue of providing your carriers with complete, 
accurate applications signed by the customer. This is also a great time for management 
to clearly state the expectation that applications will not be submitted to the carrier 
unless they are complete and accurate. This requirement normally falls, especially with 
commercial accounts, on the producers. Customer Service Representatives should be 
authorized to return an application to the producer if the application is incomplete or if 
the CSR is concerned about accuracy.  !
Work in your favor !
Applications you submit to your carriers are extremely important and must be handled 
accordingly. Your agency’s goal should be that the information in the applications is 
complete, current and correct (the “3 c’s”) and the application is reviewed and signed by 
the customer. While getting the insured’s signature may be an additional step that takes 
time, the power of this signed application cannot be emphasized enough. Anything less 
could spell trouble if a loss develops and the carrier believes it was misled. Turn the 
power of the application to work in your favor by mandating and enforcing these 
requirements. !!!


