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CERTIFICATES OF INSURANCE
FRATERNITY / SORORITY RISK MANAGEMENT & INSURANCE PROGRAM

Since 1979 Favor & Company has been developing and providing effective risk management and
insurance programs for fraternities and sororities. This brochure was developed to address the basic
information questions most commonly asked by fraternities and sororities, their officers, house
corporations, chapters, and volunteers about “Certificates of Insurance”.

Requesting Certificates: Certificates of insurance are available upon request but may require approval
from your underwriters or inter/national organization. A certificate provides additional information such
as the policy numbers, underwriters, policy periods, limits of coverage, and deductibles. Fill out the
“Request a Certificate” form at favorandcompany.com or email requests to info@favorandcompany.com.

1.

CERTIFICATE BASICS: Certificates of Insurance and other Evidence of Insurance forms are the
basic information communication tools of the insurance industry. Whenever one party requires
another party to secure and maintain some form of insurance, they should also require satisfactory
evidence that this has, in fact, been done. This circumstance usually arises from various forms of
contracts that are related to fraternity or sorority operations and activities.

Examples include: “Relationship Statements” or “Host Institution Recognition Requirements”,
equipment leases, leasing facilities owned by others for social functions or fundraising activities,
chapter facility leases or housing agreements, remodeling or new construction projects, and
especially with any employment or independent contractor agreements.

CERTIFICATES ARE INFORMATION ONLY: The principal function of any certificate or evidence of
insurance is to provide evidence of and convey basic information about the insurance coverage
carried by another party. Insurance certificates do not provide insurance for the party to whom
they are furnished. Certificates do not amend, extend, or alter the actual coverage afforded by
the insurance policies.

3. ADDITIONAL INTEREST DEFINITIONS:

Mortgagee: Added to a property insurance policy. It protects the mortgagee's secured interest in
physical loss or damage to the insured property.

Loss Payee: Added to a property insurance policy. It directs the insurance company to pay any loss
or damage to specified property insured to a designated party other than the insured.

Additional Insured: Added to a liability insurance policy. It provides limited coverage to a party
other than the insured for liability arising out of the insured’s premises or operations.

DISCLAIMER NOTICE
This basic information has been prepared as information only. The actual insurance policies are subject to
definitions, exclusions, limitations, and various other terms and conditions. This information does not amend,
extend, or alter the coverage afforded by the actual policies.

© 2020 Favor & Company 1


mailto:info@favorandcompany.com

» FavorAndCompany.com
AY O R
COMPANY

'

4. WHO NEEDS CERTIFICATES? Certificates of insurance are the principal method used to provide

evidence of your insurance coverage to the fraternity or sorority’s various organizational components
(Chapters, House Corporations, Alumni Groups, and Volunteers). They are also used to provide
evidence of your insurance to third parties such as (Schools, Lenders, or Landlords).

Certificates are normally issued annually or as required. They may not be altered but may be copied
as repeated use may be needed during the policy year. For chapters we suggest they be retained
with a specific officer or with the chapter’'s important records. For others we suggest retention
with the corporate records or other important documents.

From the fraternity or sorority’s perspective, there are numerous situations in which you will want to
know that the parties you are dealing with have insurance to meet their obligations to your
organization. Examples include: Payment of workers’ compensation benefits to injured
employees, payment for any damage to your property, payment for liability assumed under
contract, or proper insurance coverage for responsibilities assumed by others such as
bartenders or security guards.

ADDED ATTENTION FOR SPECIAL EXPOSURES: We continue to recommend lead time,
documentation and added attention for special fraternity or sorority exposures. Special exposures
include:
a. For “Independent Contractors”, workers’ compensation, general liability, and automobile
insurance.

b. For security guards, coverage for personal injury exposures (False arrest, invasion of privacy,
etc.)

c. Foralcohol related service providers, coverage for both host liquor and true liquor legal liability.
For transportation services, adequate automobile liability limits.

Have you been protected as an additional insured under the other party’s insurance coverage
where appropriate?

THE "LAST STAND” FOR RISK MANAGEMENT: While likely not your first risk management
opportunity, providing a certificate or evidence of your insurance to others or obtaining a
certificate or evidence of insurance from others will almost certainly be the “last stand” for risk
management. This may be the last chance you will have to apply risk management techniques
to a given exposure or potential loss situation.

When providing certificates to others you should again review your exposures. More importantly,
review the limitations of your own insurance. Every attempt should be made to avoid the
unknowing assumption of risk, and to the greatest extent possible, contain your risks within the
scope of your insurance. Not all risks that you may assume are insured.

When you obtain certificates of insurance from others, we will be pleased to assist you by reviewing
the insurance they maintain to support their obligations. Some frequently found errors include:
1) Incorrect coverage or insureds, 2) Inadequate limits, and/or 3) Missing additional insureds.

Proposed contracts or agreements should be subjected to a joint review by your legal counsel
and insurance representatives. As your insurance representatives, we will work with you and your
legal counsel to review the agreement’s exposures and insurance obligations. This review process
often reveals increased or previously overlooked exposures that may be significantly reduced
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or totally avoided by revising the related activity plans and contractual, indemnity, or insurance
obligations.

Your legal and insurance advisors need complete information, documentation, and adequate
time to perform these functions well. This is particularly true if alcohol or other hazardous exposures
exist. Especially if risk management issues have been given little prior consideration, we urge
you to use the providing or obtaining of insurance certificates as the “last stand” for risk
management.

HOLD HARMLESS & INDEMNITY CLAUSES: Risk reduction or transfer to others is another
fundamental risk management technique. This is most effective when done via a written agreement
containing Hold Harmless and Indemnity Clauses. Effective use of this risk management technique
requires that your legal counsel drafts or reviews the legal agreement. We will assist you by
reviewing the risk management considerations with your legal counsel.

A hold harmless clause attempts to relieve one party from claims for damages or liabilities that might
arise via their relationship with the second party. An indemnity clause usually accompanies the hold
harmless clause. The indemnity clause requires the party providing the indemnity to defend and pay
any claims or damages the party being held harmless may become legally obligated to pay to a third

party.

The opportunity for fraternities and sororities to apply or be faced with this basic risk management
technique is almost endless. Some examples include: 1) Leases, 2) Social functions or events, 3)
School recognition or relationship statements, and, 4) Independent contractors. Properly
executed, this has been proven to be a very effective risk transfer and loss control technique for
fraternities and sororities and we recommend its use whenever possible. Don’t forget to require, ask
us to review, and retain in your records the certificates or evidence of insurance materials
provided by others to support agreements in your favor.

The respective bargaining positions of the parties will usually, to a large degree, determine how risks
are transferred. While they remain an effective risk management technique for fraternities and
sororities, overly broad hold harmless and indemnity clauses may be overturned and declared
invalid by some courts as being unfair or contrary to public policy. If a hold harmless agreement
is ruled invalid by a court, the contractual liability insurance carried by the indemnitor may be
worthless.

ADDITIONAL INSURED: Additional insured status is another basic risk management technique. Hold
harmless and indemnity clauses are of greatest value only when supported by insurance or
significant assets. When one party transfers risk or is promised indemnity by another, evidence of
insurance that is adequate to support the promised indemnity should also be required.

Being added as an additional insured under another party’s insurance, establishes for the
additional insured a limited but valuable added measure of protection. An additional insured can
tender suits or submit claims directly to the other party’s insurer for handling. Being an additional
insured can be an effective basic risk management technique to insulate your insurance
program from potential losses.

Insurance companies commonly attempt to restrict coverage for an additional insured to claims
for damage or liability that arise out of the premises or operations of their policy’'s named insured. In
order to secure coverage as an additional insured you often must allow the insurer to choose
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defense counsel and control the defense. Becoming an additional insured does not increase the
limits or otherwise change the coverage that a policy affords.

Factors such as insurer solvency, legal decisions, and insurance regulatory actions can set aside
even the best risk management plans. If as an additional insured your claims are denied or go
beyond the scope of the insurance, you must rely on other sources of indemnity or face an uninsured
loss. The most important source of protection for you against losses or claims remains your own
insurance program.

WHOSE INSURANCE IS PRIMARY? The additional insured risk management technique can give rise
to other difficulties. When two insurance policies potentially apply to the same claim, the
question of which policy is primary or first to pay usually arises. Failure to anticipate and address
this topic can result in unexpected losses. Your insurer may have to respond to a claim against you for
risks that you thought had been transferred to others.

This can result in defense costs or claims costs ultimately being charged against your insurance
program. If the potential for loss is significant, insurers attempting to determine the payment
priority obligations of their policies may be reluctant to confirm coverage or provide defense
for claims that have been presented.

To avoid unexpected losses and potential problems in this area we recommend that your hold
harmless or indemnity clauses, additional insured arrangements, and the related insurance coverage
specifically address the following additional points:

a. Ifaclaimis presented, the other party’s insurer will be primary (pay first). Your own insurance will
be excess and non-contributory (pay only after the other party's insurance).

b. The other party’s insurer will provide and pay for your defense if a claim is presented.

c. The other party’s insurer will provide and pay for separate counsel on your behalf if considered
necessary by your legal counsel.

Please contact us should any questions arise with respect to a claim.
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