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Dear Contractor: CERTIFICATE REQUIﬁEMENTS
T o FROM SUBCONTRACTORS

We have dedicated this entire issue
to the contentious topic of THE
INSURANCE CERTIFICATE. This

one piece of paper has evolved

It is your responsibility to institute a system in your office in
which you do not allow any subcontractor to start work without
providing you with the correct insurance certificate. You

into one of the most eritical aspects :
should also have a follow-up procedure in place that prevents

by which contractors can control

their own insurance costs over time, yvou from issuing any payments to the sub unless all insurance
By making sure your subcontractors requirements are met.

have the correct insurance coverages

and indemnifications, vou will protect ‘I : B[NEHA[ HEQUIHEMEHTS

yourself from adverse claims experi-

e and avoidabile sidis hills: a. Check the effective dates of each sub’s policy to make

_ | sure it covers the time period of when the work will be
If there is one thing you should done. For insurance audit purposes, it should extend
take away from this issue, it is that until your last payment is made to the subcontractor.

no matter how small the job or how o "

small the subcontractor vou must ge b. Always get an LIS nal certificate, not a fﬂ*_ f.t'ﬂT'll )

the correct paperwork from every subcontractors with whom you are not familiar. We

subcontractor! have caught subs altering their certificates after their
insurance has been cancelled. You cannot easily detect

As always, should you have any ques- these forgeries from a fax

tions about this or any other insuranece : )
¢. On long jobs, get a new certificate before you release

final payment. The sub’s insurance might have lapsed
Ken Fuirst. MBA. CLU during the job, and you might not have been notified.

topic, please contact our office.

Levitt-Fuirst
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for the construction industry.




CERTIFICATE REQUIREMENTS
FROM SUBCONTRACTORS .

WORKERS COMPENSATION

You must get a Workers Compensation certificate
from every subcontractor, Most insurance
companies have stopped accepting “affidavits”
from sole proprietors.

=

GENERAL LIABILITY

a. The minimum amount of coverage you should
accept is S1 million per occurrence.

b. If the certificate shows S1 million per
occurrence and S2 million aggregate, then
maximum coverage is S1 million per accident
and 52 million in claims over the policy year.

UMBRELLA/EXCESS LIABILITY

It is in your best interests to require more
protection from your subcontractors than
the S1 million per occurrence limit.
Many owners are now requiring S5 to $10
million umbrellas. —
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ADDITIONAL INSUREDS

You should always be listed as additional insured
on the certificate. In most cases, this is not an
additional cost to the subcontractor.

By being additionally insured, the subcontractor’s
insurance company is agreeing to defend vou in
lawsuits involving you and your subcontractor.
Most important, for the hold-harmless clause to
be effective, you must be listed as additional
insured.

6. HOLD-HARMLESS CLAUSE

Probably the most important method of
imdemnifying you from lawsuits at job sites is to
have a Hold Harmless Agreement with every
subcontractor. By doing this, you are having vour
sub take responsibility for any claims at the job
that involve the subcontractor's work. Obviously,
as General Contractor, you are ultimately
responsible for the job. The Hold Harmless
Contract, however, helps prevent the
subcontractor from pushing the claim onto you.

A Hold Harmless Clause on the back of a
certificate is not sufficient. You need a signed
contract with the subcontractor, The following is
an example of a simple agreement yvou should
have the sub sign:

“The subcontractor shall indemnify and hold
harmless to the fullest extent permitted by
law, [Your Company Namel, our employees, our
officers, and owner against any claims,
damages, losses, and expenses, including
legal fees, arising out of or resulting from
performance of subcontracted work by the
subcontractor or anyone directly or
indirectly employed by the subcontractor.®

Signed,
[Subcontractor]

sibewiad wilh vour profisssiibnal advisors.
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