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This presentation, the statements, contents, and information have been
prepared for general information purposes only. They are not intended to serve
as legal advice or as a guarantee, warranty or prediction regarding the outcome
of any particular matter, legal or otherwise, and may not be correct for your
Situation. It is subject to change at any time and may be incomplete and/or may
contain errors. You should not rely on the statements, contents, or information
contained or provided herein or attached hereto without first consulting a
licensed and qualified attorney in the proper jurisdiction.
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Risk & Risk Management



What is Risk Management?

Forecasting and evaluating financial risks, together with the identification of

procedures to avoid or minimize their impact

Vicarious Liability (...a legal doctrine)
When one party is held partially responsible for the actions of another party:

e.g. Public Agency may be alleged to be responsible for the negligent acts of a contractor,

consultant, vendor, or special event organizer/sponsor on Public Agency property



Risk Assessment

Evaluate the level of risk of each project/activity

Look for risky activities involving:

children ¢ large crowds ¢ electrical voltage ¢ water ¢ heights
subsurface activities ¢ pyrotechnics ¢ alcohol ¢ etc.

Potential liabilities have limited relationship to the $ amount of the
agreement/work. Even with a small-dollar contract, exposures could result
in significant loss

Build the contract indemnity and insurance requirements based on an
accurate risk evaluation



Techniques of Risk

Avoid

Control

Finance
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Avoidance is almost impossible when the Public Agency
needs to continue to operate

The practice of risk control includes
Loss prevention (reducing the frequency)
Loss reduction (reducing the severity)

Transfer some of the risk to another party who has the
most knowledge and control of the service, work,
activities

Insure it or retain and pay for losses



Contractual Risk Transfer (“CRT?”)



Contractual Risk Transfer

Transfer some of the Public Agency'’s risk of loss to the party that’s in the
best position to control the risk associated with the work/activities:

Transfers

Financial Burden
Legal Responsibility

To another party

Who has better knowledge of the risk
Who can better control risk



Risk Transfer Conditions / Contracts

Leases Permits (P)t;(;c;?zse
Professional @ Construction Maintenance
Services Contracts and services

POl Facility
Q Special Events Rentals ‘ ...and more
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Risk Transfer - Three Main Actions

Executed Contract Agreement

Evidence of satisfactory insurance
Certificate of Insurance with all required coverages

Evidence of modified coverage

Endorsements providing:
Additional Insured coverage;
Primary and Non-Contributory;
Waiver of Subrogation, etc.
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Insurance Coverage



Insurance Clauses in the Contract

Specifies the types and limits of insurance required of the vendor

Insurance is the “collateral” for the Indemnification. It ensures availability of
funds to support the indemnification assumed by the Vendor in the contract
agreement

Outlines expectations to Vendor for
Insurance coverages, limits and endorsements;
Subcontractors (pass through);
Policy cancellation
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Insurance Coverages

Typically required coverages:

Commercial General Liability - business operations coverage

Automobile Liability - vehicle operation coverage

Workers’ Compensation & Employer’s Liability - employee injury coverage
Ancillary coverages:

Professional Liability - licensed professional services

Cyber Liability/Tech E&O - technology services, hardware, and/or software

Builders Risk / Installation Floater - new building construction / other construction

Other coverages may need to be required based on scope
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Excess Liability and Umbrella Liability

Primary or “Underlying” Insurance Coverage

Commercial General Liability
Automobile Liability

If the following insurance coverages are included in the Excess or
Umbrella Liability, the Vendor’s Insurance Broker should provide
confirmation of such in writing:

Employer’s Liability
Professional Liability
Cyber Liability

Other coverage types...
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Excess/Umbrella

Liability
Add the limits of the
Excess or Umbrella
Liability policy to the
primary (“underlying”)
policy limits to arrive
at the total limits of
coverage



Certificates of Insurance



COIl Details

“THIS CERTIFICATE IS ISSUED AS A
MATTER OF INFORMATION ONLY
AND CONFERS NO RIGHTS UPON
THE CERTIFICATE HOLDER.

THIS CERTIFICATE DOES NOT
AFFIRMATIVELY OR NEGATIVELY
AMEND, EXTEND OR ALTER THE
COVERAGE AFFORDED BY THE
POLICIES BELOW.

THIS CERTIFICATE OF INSURANCE
DOES NOT CONSTITUTE A
CONTRACT BETWEEN THE
ISSUING INSURER(S),
AUTHORIZED REPRESENTATIVE
OR PRODUCER, AND THE
CERTIFICATE HOLDER.”
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N o
ACORD CERTIFICATE OF LIABILITY INSURANCE

DATE (MM/DDVYYYY)

THIS CERTIFICATE IS ISSUED AS A MATTER OF INFORMATION ONLY AND CONFERS NO RIGHTS UPON THE CERTIFICATE HOLDER. THIS
CERTIFICATE DOES NOT AFFIRMATIVELY OR NEGATIVELY AMEND, EXTEND OR ALTER THE COVERAGE AFFORDED BY THE POLICIES
BELOW. THIS CERTIFICATE OF INSURANCE DOES NOT CONSTITUTE A CONTRACT BETWEEN THE ISSUING INSURER(S), AUTHORIZED
REPRESENTA“VE OR PR(])UC R, AND THE CERTIFICATE HOLDER.

AD NA UR

e ADDITIONAL INSURED ns or b ed
IfSUBROGAﬂONISWAIVED sub;ecttothehem\sandwndmonsofmepolcyeem polevesmayrequreanendorsemem A tzﬁemem
this certificate does oh:onfe ights to the certificate holder in lieu of such endorsement(s]

PRODUCER

3 i 58
B
;
5

IN3URER(S) AFFORDING COVERAGE Nacs

2 (2 |2 |2 |2 |2
:::c:a
g (88888
n [m o o |@ |

COVERAGES CERTIFICATE NUMBER: REVISION NUMBER:

THIS IS TO CERTIFY THAT THE POLICIES OF INSURANCE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PERICO
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 LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS.

IR POLICY EFF | POLICY EXF
LTR TYPE OF INSURANCE [Bean]wee POLICY NUMBER (MWDO/YYYY) | (MMDDAY VYY) Lanrs

EACH OCCURRENCE

DAMAGE 1O RENTED
PREMISES (3 )

MED EXF (Anyoneperson) | §

PERIONAL SADVINJURY |5
GENSRAL AGGREGATE

PRODUCTS - COMPIOP AGG | §

(€3 accicent]

(Per sccigent)

DESCRIPTION OF OPERATIONS | LOCATIONS | VEHICLES (ACORD 101, Adcitional Remarks Soheduls, may be attaohed If more cpace i required)

CERTIFICATE HOLDER CANCELLATION

5 0 D OFT E BO EDESCRIBEDPO ICES BEC CELLEDBEFORE

CCORD NCE WITH THE POLDC OVISIONS

AUTHORIZED REPRESENTATIVE

© 1988-2016 ACORD CORPORATION. All rights reserved.

ACORD 25 (2016/03) The ACORD name and logo are registered marks of ACORD

'\

“IMPORTANT: If the
certificate holder is an
ADDITIONAL INSURED,
the policy(ies) must be
endorsed. If
SUBROGATION IS
WAIVED, subiject 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).”



Certificates of Insurance (“COI”)

Provides the list of policies in force

Provides the inception and expiration dates of each line of coverage

Provides as of the date of issuance

The Certificate of Insurance alone provide any of the extended
coverages that may be required by the insurance requirements, separate
endorsements be provided
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Endorsements



Endorsements

Separate documents provided in addition to the Certificate of Insurance
Changes an insurance policy to add, delete, or modify coverage or policy terms

Can be provided in the following formats:

Standard issue forms from the Insurance Services Office (ISO);
Custom endorsements drafted by the insurance carrier;
Policy document pages (“blanket coverage”)

Coverage required under an endorsement (or policy pages) can be noted on the
Certificate of Insurance, but separate endorsements also be provided
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Endorsements - What to Watch for

Endorsement language can vary, is ever-changing, and can include
limitations and non-standard exclusions.

Coverage is only limited to the amount of contract or what is required by contract
(Limit of Liability)

Coverage is limited to the negligence of the Vendor

Coverage limited to Ongoing Operations only
(if construction, a Completed Operations endorsement is also needed)

Coverage exclusions

21



Additional Insured Endorsements

Provide the following benefits to the Public Agency
Claim Investigation: To determine if the City/Town is “liable” (breached duty)

Legal Representation: Attorney to act on the City/Town’s behalf to investigate or answer
lawsuit

Insurance policy becomes the City/Town’s insurance policy

Payment of Damages

Standard Insurance Services Office (“ISQO”) forms provide coverage for
Ongoing Operations - CG 20 10 or CG 20 26

Provides coverage for the period in which the work is being performed

Completed Operations - CG 20 37
Provides coverage after construction work is completed

22



Other Endorsements
Waiver of Subrogation (Right to Recover)
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Vendor’s insurance carrier gives up its right to recover damages from the City/Town

Primary and Non-Contributory

Vendor’s insurance will respond to a claim first/initially, the City/Town’s insurance

“‘will be excess”

City/Town’s insurance shall not contribute to the claim or settlement

Notice of Cancellation™

30 Days Notice of Cancellation
Modification of coverage

Non-renewal

*Many carriers do not provide Notice of Cancellation to

anyone other than the first Named Insured and will not
provide an endorsement.

Recommend contract agreement language that automatically
obligates the Vendor to provide notice of cancellation to the
Public Agency if the Vendor’s carrier will not provide notice.



Special Events



Special Events

Applicant Organized/Sponsored Events:

» Ensure a Public Agency agreement or permit that includes
indemnity and insurance requirements is executed by the Special
Event Organizer/Sponsor

« CGL insurance coverage limits vary based on the event activities
(a risk evaluation of activities should be completed)

* Liquor Liability should be required if alcohol is served, sold, or
present

+ Other insurance coverage types may be needed (e.g. Automobile
Liability, etc.)

25




Recap

01

Elements

Executed contract

Certificate of
Insurance

Policy endorsements

02

Requirements

Be thoughtful
about reducing or
waiving

insurance
requirements.

These are
business
decisions of the
Public Agency

03

Recordkeeping

Have good
recordkeeping
processes

Retain all
communications

4

Process

There are many
details and moving
parts.

It takes time to get
comfortable with this
process.

Do your best




Tracy Berry

Contract Manager — Pooling

Sedgwick Claims Management Services, Inc.

Direct: 408.439.7704

Tracy.Berryv@sedegwick.com

sedgwick™

Contact


mailto:Tracy.Berry@sedgwick.com
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