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Additional Insured Endorsements:

Protection Through Your Vendors’ Insurance
Today educational institutions rely heavily on outside vendors for a vast array of goods and services.  These vendors readily accept payment and praise when things go right.  But when things go wrong they—and their insurance companies—must also accept responsibility.  Your institution should not pay for mistakes made by outside parties. Vendors and contractors need appropriate types and amounts of insurance to do business with your institution. Before signing a major contract, you should require proof of the vendor’s insurance.  In this Safety Dispatch, we explore the two most common types of proof: the Certificate of Insurance and the Additional Insured Endorsement. 

Certificates of Insurance Demystified

Your institution needs insulation from legal liability should a vendor’s work or product cause injury or property damage.  We will focus here on the “Certificate of Liability Insurance.”  It helps protect your institution from claims caused by a vendor or contractor.

The Certificate of Liability Insurance provides some standard information. This includes: 

· The name of the insurance agent or broker

· The identity of the “Named Insured” that purchased the policy

· The insurer providing the coverage

· The amount of coverage and

· The effective dates of the policy. 

Most importantly, it should also list your institution as a “Certificate Holder.”  Sounds like you’ve covered all the bases, doesn’t it?  Well, you need to read the fine print.

At the bottom of the standard certificate form is a box titled “Cancellation.”  The small type in the box reads:

Should any of the above described policies be canceled before the expiration date thereof, the issuing insurer will endeavor to mail ___ days written notice to the Certificate Holder named to the left, but failure to do so shall impose no obligation or liability of any kind upon the insurer, its agents or representatives.

This language obligates the insurer merely to try to notify the Certificate Holder if a policy has been canceled.  The insurer, though, has no legal obligation to actually notify you.  Take this example.  A service provider has the proper insurance in place when he signs a contract with your school. The next day, he cancels the policy.  You probably will not learn about the cancellation.  Now imagine that the service provider negligently injures a student and then files for bankruptcy.  You will end up paying the student’s claim.  Is there any way to protect your institution?

The Value of An Additional Insured Endorsement

With major contracts that carry significant risks, you will want to have your school named as an additional insured on the vendor’s insurance policies.  This extra measure is prudent when, for example, you outsource a campus operation, perform construction work, or hire a transportation company.  An additional insured endorsement makes your school an actual “insured” under the vendor’s policy.  This approach offers some great advantages.  When your school is named as an additional insured: 

· You have full rights to coverage for losses arising out of the services or products that the vendor supplies. 

· The insurer must notify you of any material changes to, or cancellation of, the policy.  

· If an injured party makes a claim against you regarding the vendor’s work or product, the insurer will probably accept the claim more quickly.

Not All Endorsements Are Created Equal

Not all additional insured endorsements are created equal.  The Insurance Services Office (ISO), an organization that produces standard insurance forms, periodically updates its documents to keep pace with changes that insurance companies make to their policies.  Looking casually at two ISO additional insured endorsement forms, one dated 11/85 and the other 10/93, they appear identical.  However, once again you need to read the fine print.  (Copies of the forms appear at the end of this article.)  Both versions define the additional insured’s protection from liability for harm that the vendor causes. Referring to the vendor as “you,” the earlier version reads: 

WHO IS AN INSURED (Section II) is amended to include as an insured the person or organization shown in the Schedule, but only with respect to liability arising out of “your work” for that insured by or for you.

The later version uses slightly different wording: 

WHO IS AN INSURED (Section II) is amended to include as an insured the person or organization shown in the Schedule, but only with respect to liability arising out of your ongoing operations performed for that insured.

So, what’s the difference?  Before answering that key question, we need to explain one more thing. As you may know, any words in quotation marks are defined in the underlying policy. A companion ISO policy form defines “your work” as including:

a. Work or operations performed by you or on your behalf; and

b. Materials, parts or equipment furnished in connection with such work or operations….

By using “ongoing operations,” the 11/93 form provides coverage only if the vendor or contractor is actually still working for your institution when the injury occurs.  Additional insured coverage ends once the vendor has completed the job.  This leaves a big gap in your coverage.  Injuries or property damage can occur after the vendor’s truck has left the campus gates for the last time.  The vendor, though, should continue to bear responsibility for its own negligence.

A Realistic Scenario

Your school has contracted with ABC Construction to renovate a dormitory during the summer break.  In the fall, students move into the newly refurbished building.  A few weeks later, a fire breaks out in the dorm and a student dies.  What caused the fire?  A defect in the electrical wiring installed by ABC Construction.  The deceased student’s family sues the school for negligent supervision and also sues ABC for the construction defect.  ABC has listed your school as an additional insured, but only for “ongoing operations.”

The additional insured endorsement offers no protection, because it applied only while ABC was actually performing the work.  The student, though, died after the dorm was finished.  Under the older ISO form, you would have had a more solid entitlement to a defense from the insurance company.  The exact wording of your construction contract and the specific nature of the claims brought by the family may also affect your liability.

The Strongest Protection

You can ensure the strongest protection from liability for vendors’ products and contractors’ work by including Certificate of Insurance and additional insured requirements in your contract specifications.  State the actual language or ISO form number that you require.  (We suggest CG 20 10, 11/85 edition or the equivalent.)  For the best protection, you should end up with a Certificate of Insurance stating that your institution, as the Certificate Holder, is an additional insured under the vendor’s policy or policies.

As a team, those involved in procurement and risk management should discuss which products and services carry the most risk of future liability.  You don’t need an additional insured endorsement every time you buy a paper clip.  Some contracts are more risky in nature, such as landscaping, construction, snow removal, fleet services, and food services.  Remember that injured people are most likely to sue your school, not the contractor.  Defense costs and potential claims can ultimately impact financially on your institution.  It’s best to do what you can to transfer these risks to the responsible party before an accident happens.  

The International Risk Management Institute (IRMI) offers a good reference, The Additional Insured Book – 4th Edition.  You may purchase the book at www.irmi.com.  

Other resources include:

Watt, Tieder, Hoffar & Fitzgerald, LLP

http://www.wthf.com/Newsletters/1998/grdup_spr98.htm#rights 

(You may need to copy and paste this address into your browser.) 

CNA Financial Group

www.cnare.com/rescenter/whitepaper/addl.htm
InsureTech

www.insure-tech.com/website/news5.htm
Attachments:

ISO Additional Insured Endorsement Forms 

We welcome your suggestions of safety concerns that you would like to see addressed in UE’s Safety Dispatch, a roundtable discussion, or other format.  You can contact Pam Rypkema, Risk Management Consultant, at prypkema@ue.org, 301-215-6401; M.J. Johnston, Risk Management Specialist, at mjjohnston@ue.org, 301-215-8478; or Kim Nimmo, Risk Management Specialist, at knimmo@ue.org, 301-215-6403; or fax to 301-907-4830.  If you would like additional information about UE, its services, and policies, please visit our Web site at http://www.ue.org.   

You may also access previous issues of UE Safety Dispatch through our “Members Only” Web site.  If you do not currently have a username and password, go to www.ue.org and click the “Members Only” button. Then choose the “Register?” button to apply for access to the site. 

· Risk Management Branches Out: Care for Campus Trees

· Falling Down at Commencement: Preventing Slips and Falls

· A Striking Risk:  Lightning on Campus

· Diving Risks:  Getting in Over Your Head

· New Year’s Resolutions

· When the Lights Go Out!  Power Outages on Campus

· Safe and Speedy Evacuations

· 10 Steps to Crisis Management Planning 

· Mosh Pits:  The Risk Management Options

· Focus on Fitness Center Safety
· Holiday Safety Tips 
· Bon Voyage to Boating Risks
· Nailing Down Construction Safety
· Soccer:  The Goal is Safety 

· Dorm Fires/Life Safety (Inaugural Issue)

[image: image2.png]' ACORD, CERTIFICATE OF LIABILITY INSURANCE owre ey

PRODUCER THIS CERTIFICATE IS ISSUED AS A MATTER OF INFORMATION
ONLY AND CONFERS NO RIGHTS UPON THE CERTIFICATE
HOLDER. THIS CERTIFICATE DOES NOT AMEND, EXTEND OR
ALTER THE COVERAGE AFFORDED BY THE POLICIES BELOW.

INSURERS AFFORDING COVERAGE

INSURED INSURER A:

INSURER B:

INSURER C:

INSURER D:

| INSURER E:
COVERAGES

THE POLICIES OF INSURANCE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PERIOD INDICATED. NOTWITHSTANDING
ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH THIS CERTIFICATE MAY BE ISSUED OR
MAY PERTAIN, THE INSURANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN IS SUBJECT TO ALL THE TERMS, EXCLUSIONS AND CONDITIONS OF SUCH
POLICIES. AGGREGATE LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS.

INSH TYPE OF INSURANCE POLICY NUMBER e Ao ye | P ORTE (b umMms
| GENERAL LIABILITY EACH OCCURRENCE s
COMMERCIAL GENERAL LIABILITY FIRE DAMAGE (Any one fire) | §
| cLams mae D OCCUR MED EXP (Any one person) | §
PERSONAL & ADV INJURY | §
j GENERAL AGGREGATE $
GEN'L AGGREGATE LIMIT APPLIES PER: PRODUCTS - COMP/OP AGG | §
—l POLICY [—l RO f—l Loc
| AUTOMOBILE LIABILITY COMBINED SINGLE LIMIT | ¢
ANY AUTO (Ea accident)
ALL OWNED AUTOS BODILY INJURY .
SCHEDULED AUTOS (Per person)
|| HIRED AUTOS BODILY INJURY $
|| NoN-OWNED AUTOS (Par accident)
— oy s
GARAGE LIABILITY AUTO ONLY - EA ACCIDENT | s
ANY AUTO OTHER THAN EAACC |
AUTO ONLY: AGG | §
EXCESS LIABILITY EACH OCCURRENCE s
OCCUR D CLAIMS MADE AGGREGATE s
$
:‘ DEDUCTIBLE 3
| RETENTION 8 : s
WORKERS COMPENSATION AND I IQWCBXSTl AIMTIUI'S I OE""R
EMPLOYERS' LIABILITY EL EACH AGCIDENT s
E.L. DISEASE - EA EMPLOYEEH §
E.L. DISEASE - POLICY LMIT | §
OTHER

DESCRIPTION OF OPERATIONSALOCATIONS/VEHICLES/EXCLUSIONS ADDED BY ENDORSEMENT/SPECIAL PROVISIONS

CERTIFICATE HOLDER | | abomonac insureo; msuren LeTTen: CANCELLATION
SHOULD ANY OF THE ABOVE DESCRIBED POLICIES BE CANCELLED BEFORE THE EXPIRATION
DATE THEREOF, THE ISSUING INSURER WILL ENDEAVOR TO MAIL DAYS WRITTEN

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

REPRESENTATIVES.
AUTHORIZED REPRESENTATIVE

i
ACORD 25-S (7/97) @ ACORD CORPORATION 1988
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THIS ENDORSEMENT CHANGES THE POLICY. PLEASE READ IT CAREFULLY.

ADDITIONAL INSURED—OWNERS, LESSEES OR
' CONTRACTORS (FORM B)

This endorsement modifies insurance provided under the following:
COMMERCIAL GENERAL LIABILITY COVERAGE PART.

SCHEDULE
Name of Parson or Organization:

(if no entry appears above, information required to complete this endorsement will be shown in the
Declarations as applicable to this endorsement.)

WHO IS AN INSURED (Section 1l) is amendéd to include as an insured the person ar organization shown in the
Schedule, but anly with respect to liability &rising out of “your work” for that insured by ot for you.

Insurance Services Office, inc., 1984
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THIS ENDORSEMENT CHANGES THE POLICY. PLEASE READ IT CAREFULLY.

ADDITIONAL INSURED- OWNERS, LESSEES OR
CONTRACTORS (FORM B)

This endorsement modifies insurance provided under the following:
COMMERCIAL GENERAL LIABILITY COVERAGE PART

SCHEDULE
Name of Person or Organization:

(If no entry appears above, information required to complete this endorsement will be shown in the Declara-
tions as applicable to this endorsement.) :

WHO IS AN INSURED (Section II) is amended to include as an insured the person or organization shpwn in the
Schedule, but only with respect to liability arising out of your ongoing operations performed for that insured.

|
CG20101093 Copyright, Insurance Services Office, Inc., 1992
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