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The Importance of Certificates of Insurance: 
Certificates of Insurance or proof of insurance are a necessary evil in todays litigious society. They can hold up payment on a job, trigger an additional premium at audit time or they can give you coverage on another contractors policy in the event of a claim. 

A basic certificate is nothing more than proof to a third party that you have insurance. More often than not, there are endorsements and specific verbiage required on the certificate. It is imperative that contractors understand that a certificate of insurance referencing Additional Insured status, Primary Wording or a Waiver of Subrogation is worthless without the endorsements attached. A certificate of insurance is NOT a request to amend coverage so if the insurance agent does not request the proper endorsements from the insurance company, the certificate is not worth the paper it is printed on. The mere issuance of a certificate does not amend a policy. Below we will explore various certificate requirements and the impact that each one has on your policy.

Additional Insured: 

Adding an Additional Insured to your policy means that in the event of a claim that is your fault, and the additional insured gets pulled into the claim, your policy will defend & pay on their behalf. This is a requirement that is passed on all the way down the line; the owner requires this of the GC who passes it onto all tier subs and suppliers. 

There are probably more than 100 different Additional Insured endorsements on the market today. ISO (Insurance Services Office) is the organization that publishes standard insurance forms that an insurance company may or may not elect to use. The form numbers reference the edition date. For example, the CG 2010 11/85 means Commercial General Liability (CG), 2010 is the form number for Additional Insureds and the 11/85 is the date of publication; the form came out in November of 1985. In addition to the ISO forms, there are numerous company specific forms, where the insurance company has deviated from the standard ISO form and made up their own. More often than not, a company specific form is more restrictive than an ISO form. Every form is different and not all insurance companies can or will use all forms.

“Blanket” Additional Insured status means that you will not be charged to add any Additional Insureds to your policy. You are charged one time at policy inception for an unlimited number of Additional Insureds. This is the most desirable endorsement since you do no have to mess with endorsement invoices throughout the year.  

If you are unable to get the “blanket” Additional Insured status, carriers can charge anywhere from $25 on up for each Additional Insured. Again, every carrier is different; some will have a flat charge, some will charge a rate against the payroll or sales for that job. 

Merely putting “ABC, Inc is an Additional Insured” on a certificate does not actually make ABC, Inc an Additional Insured. The proper wording needs to reference a specific Additional Insured form number and actually have the endorsement attached with the policy number on it. This is the only way to ensure that the Additional Insured is truly an Additional Insured.  

Waiver of Subrogation

Subrogation is an insurance companies right to go after a negligent third party. In the event of a claim, usually your own insurance company will take care of you right away, and they try to recoup their expenses from the negligent third party. A Waiver of Subrogation means that you are giving up the insurance company’s right to go back against the negligent third party.  This is bad for the person providing the Waiver & good for the person getting the waiver. 

For example;  ABC, Inc provides a Waiver in favor of Main Street Paving. Main Street Paving does a horrible job barricading the job site and while ABC, Inc is trenching in the street a confused motorist drives into the trench. ABC and Main Street get sued by the motorist who’s car was totaled and it is determined that Main Street was negligent.  ABC’s policy pays their portion of the claim, and since a Waiver was provided to Main Street, ABC’s carrier cannot go against Main Street to recoup their losses. This means that the claim will stay on ABC’s loss run and the claim will be counted against them for the next five years when they did nothing wrong. In the absence of the Waiver, ABC’s carrier would have subrogated against Main Street and gotten reimbursed for their costs and the claim would be on Main Streets loss run where it belongs.

A Waiver can be obtained on the General Liability or the Workers Compensation Policy and frequently it’s requested on both. Again, no coverage is provided by just putting the wording on a certificate of insurance. The Waiver must be actually attached to the certificate.   Some carriers will offer a “blanket” Waiver where like the Blanket Additional Insured endorsement; there is one charge up front for as many Waivers as you want. If there is no blanket Waiver on the policy, most likely there will be a charge associated with issuing the endorsement. Many underwriters will require details on the job before approving a Waiver. They will want the who, what and when and charge a premium based on the sales or payroll of the job. In the absence of a Blanket Waiver endorsement, it could take a few weeks to obtain this from an underwriter, but most underwriters are ready and willing to provide the coverage.

Primary Wording

This is the most difficult endorsement of the three to obtain. Primary Wording is always done in conjunction with Additional Insured status. The Primary Wording means that the policy providing the endorsement is primary in the event of a claim, regardless of negligence. Using the example above, if ABC, Inc provided Main Street with a Primary Additional Insured endorsement, then ABC’s policy will pay the entire claim first regardless of negligence (be the primary policy) and if they do not have enough insurance to pay the entire claim, then the Main Street policy will be attached only after the ABC policy exhausts their limits.  

This is done because many policies have a clause built into it that talks about “other valid & collectable insurance” and the normal policy will read that if there is other collectible insurance, that policy is to pay their pro-rata share of the claim. Some policies even say that this insurance is automatically excess over any other collectible insurance. A Primary endorsement over-rides these clauses to make the policy providing the Primary wording the first one to pay up to the limit of insurance on the policy. 

Since many underwriters are not willing to provide this endorsement, even for a charge, any time Primary Wording is referenced on a certificate it is imperative that the endorsement be attached. There is usually a charge associated with this endorsement and it can range from $150 into the thousands. Very few insurance companies offer Blanket Primary Wording.

Cancellation Clause

The standard certificate will show 10 days notice for cancellation. In Nevada an insurance company is required to give an insured 10 days notice in the event of cancellation for non-payment of premium. All other reasons for cancellation must be given 30 days or more. Many certificate holders require the 30 days notice on a certificate. A good agent will amend this to read 30* and at the bottom of the certificate reference the * with “except 10 days notice for non-payment of premium”. Although there is an endorsement available to show the 30 days cancellation notice, it is seldom used and insurance companies rarely have a problem with this being amended on a certificate.

Endeavor To

All ISO certificates of insurance say on the bottom right hand corner:

Should any of the above described policies be cancelled before the expiration date thereof, the issuing insurer will endeavor to mail 10 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.
Many times it will be required that the words “endeavor to” be stricken. Some will even take it a step further & require that “but failure to do so shall impose no obligation or liability of any kind upon the insurer, its agents or representatives” be stricken as well. 

Some underwriters will approve this, many will not. It is common for an underwriter to approve it but pass the obligation onto the agent. Again, keep in mind that a certificate of insurance does NOT change a policy so the agent merely striking some wording from this clause still does NOT obligate the insurer. 

So how can an agent do all these things to a certificate without obligating the insurer?? The answer is they can’t. The insurer is not obligated by a certificate, period. 

Page 2 of the ISO certificate says:

If the certificate holder is an additional insured the policy(ies) must be endorsed. A statement on this certificate does no confer rights to the certificate holder in lieu of such endorsement(s).

If subrogation is waived, subject to the terms and conditions of the policy certain policies may require an endorsement. A statement on this certificate does not confer rights to the certificate holder in lieu of such endorsement(s).

Then there is the disclaimer:

The certificate of insurance on the reverse side of this form dos not constitute a contract between the issuing insurer(s),  authorized representative or producer, and the certificate holder, nor does it affirmatively or negatively amend, extend or alter the coverage afforded by the policies listed thereon.

So the bottom line is that a certificate is not a contract. An insurance policy is a legal contract and any changes made to the insurance policy must be made by endorsement. Additional Insureds, Waivers, Primary Wording are all changes to the policy and are only valid when followed up by endorsement. 

Having an experienced construction insurance agent makes a big difference when it comes to proper certificate issuance. An uneducated agent may put just anything on a certificate because it’s required and not do the proper follow through with the endorsements. Certificate monitoring should not be delegated to the lowest level administrative person in the office. These need to be checked carefully and revised until they are perfect. Only then can you ensure that the exposure has been passed on properly and you won’t have any delays in payment or a surprise additional premium due at audit time. 

INSURANCE COMPANY NEWS
Progressive Insurance Company
Decreasing All Auto Rates Effective 1/24/07
Truck Rates Only – 11-12% Decrease

TOPA – Personal Auto

15% Rate Increase effective 2/1/07

20% Surcharge for Foreign Drivers Licenses

JUST FOR FUN:

Top 10 Most Bizarre Claims in 2006

1. “I parked in a country lane beside a hedge, when I returned to the vehicle, two horses chewed my car”.

2. “ A deer dived through my closed kitchen window”

3. “My young granddaughter accidentally fed my false teeth to the dog who promptly chewed them to shreds before I could retrieve them”.

4. “I was taking my hamster to the vet only to realize 
        that when I arrived there it chewed through my
        handbag and escaped.”

5. “A deer head butted the windscreen of my car.”

6. “My sandal was chewed by a fox at a friend’s barbecue.”

7. “Three bulls escaped from the farm next door and 
ended up fighting in our garden, destroying the 
garden fence & trellis in the process.”

8. “A swarm of bees flew down my chimney causing clouds of soot to fly all over the living room.”

9. “A sheep jumped onto me on the farm causing my glasses to break.”

10. “We think Big bird flew into our patio door causing 
it to smash.”

OSHA Reminders:
The Occupational Safety and Health Administration (OSHA) reminds employers that beginning Feb. 1, they must post a summary of the total number of job-related injuries and illnesses that occurred during 2006. Employers are required to post OSHA form 300A (summary), not the OSHA 300 log. The summary must be posted from Feb. 1 through April

30, 2007. The form should be displayed in a common area wherever notices to employees are usually posted. A complete list of exempt industries in the retail, services, finance and real estate sectors is

posted on the OSHA Web site.

http://www.osha.gov/pls/oshaweb/owadisp.show_document?p_table=NEWS_RELEASES&p_id=13559
OSHA Releases New “It’s the Law” Poster

OSHA has produced a new “It’s the Law” poster, also known as the OSHA notice of employee rights, which is required to be displayed in every workplace in America. The current edition of the OSHA poster is still valid; employers are not required to replace their existing poster with the new version. “The new poster provides employees with the information they need to protect themselves if there are unsafe or unhealthful conditions in the workplace,” said Assistant Secretary of Labor for OSHA Edwin G. Foulke, Jr. The poster is free and is available in English or Spanish. It can be downloaded at www.osha.gov or by calling (202) 693-1888.http://www.osha.gov/pls/oshaweb/owadisp.show_document?p_table=NEWS_RELEASES&p_id=13739
Commercial Insurance Premium Update:

Due to a relatively stable year free of major catastrophes, 2006 saw some dramatic rate changes. Directors & Officers and Workers Compensation reported the largest decreases at 5 & 7% respectively. Property rates continued to go up by 6.6% and this was primarily caused by the 2005 hurricane season. General Liability premiums saw a very slight decrease at 2%. There are reasons to be optimistic that the market will stabilize & further improve in 2007.

DID YOU KNOW…
The average big U.S. company is a defendant in 305 lawsuits pending worldwide with insurers facing the most at 1,696 per company on average. One third of these companies are defendants in one or more class action lawsuits. 
Risk Management Reminders:

>Have a cell phone policy for all employees who drive on behalf of the business. This is expected to be the next wave of litigation; suits involving drivers using cell phones. The company can be found liable for this. A written cell phone policy prohibiting cell phone use while driving can go a long way to protect you against these claims.

>Sexual harassment & discrimination – be sure your employee handbook has a strict policy for discrimination and harassment. In addition, have procedures for reporting harassment to management. 

>Employee vehicle use – be sure to verify insurance and limits for employees who drive their own vehicle on the company’s behalf. Even an errand as simple going to the post office can expose the company to liability. Require a minimum of 50/100 limits for anyone driving on behalf of the company.

> Review limits – With the market softening, Umbrella 
liability policies are becoming much more affordable. Review your limits and obtain quotes on higher limits. This could give 

you a competitive advantage when bidding jobs.

>DVD’s, GPS, vehicle options – There is NO automatic coverage for audio & visual options on vehicles. Be sure
to let your agent know if your vehicle has these options. 

>Crime coverage is readily available and relatively

inexpensive. If you do not have the coverage, ask your 

agent for a quote. Employee Dishonesty and Forgery/

Alteration coverage are a must have in any good

insurance program.

BOND Update:

Contractor License Bonds are usually the first bond a 

contractor needs. Many people will purchase these at

the licensing school or through a company affiliated

with the school. Keep in mind that these companies

are not usually qualified to write full contract bonds. 

Having your license bond set up with a surety that writes

contract bonds (Payment & Performance Bonds) will 

give you a good head start for when you need the contract

bonds. It is much easier to get a second bond approved

when you have an established relationship with a surety. 

We have several markets that can approve bonds up to

$250,000 based on credit only.  2-3 days lead time is needed along with a copy of the contract. Bonds over $250K are 

still being underwritten tightly. There have been a lot of large bond claims in Las Vegas over the past few years and we do 

not foresee any softening of the surety market. 

QUOTES:

“Don’t accept your dog’s admiration as conclusive evidence 
that you are wonderful.”






Ann Landers

“My dog is worried about the economy because Alpo is 
almost up to $3.00 a can. That’s almost $21 in dog money.”






Joe Weinstein

“Negativity will never brew anything positive”.





Criss Angel
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