
Four More Things To Know About Certificates Of
Insurance
January 30, 2018  |  Insurance,Policyholder Protection

Kenneth M.
Gorenberg
Partner

Having previously posted “Four Things to Know About Certificates of
Insurance,” I’d like to offer four more best practices to consider.

1. Follow up for renewal certificates

A best practice is to have a Certificate of Insurance state the policy period for
each policy it describes. If you need that coverage to continue beyond the
stated policy period, another best practice is to follow up for a renewal
certificate. Consider whether this could be added as a term in the contractual
requirement for a Certificate of Insurance.

For example, let’s say your company embarks on a major expansion of its
facility, and the work is expected to take 18 months. Your company hires a
general contractor, and your agreement with the contractor requires it to
provide Certificates of Insurance regarding several types of coverage – such
as commercial general liability, errors and omissions, workers compensation,
and business auto – as to itself and for all subcontractors it hires. Because
insurance policies often are written for one-year periods, the certificates you
receive at the outset of the job might list policies with policy periods that could
terminate during the course of the project. Therefore, consider whether you
could ask that the policies be maintained or renewed at least through the
duration of the work and that new certificates be provided as each policy is
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extended or renewed.

Then, a best practice would be to follow up to make sure you actually receive
those certificates and review them with the same care and diligence as if the
project were starting all over again.

2. Consider your options upon cancelation or expiration

Continuing with the example of your company expanding its facility, consider
the unfortunate circumstance that one of the general contractor’s policies is
canceled during the policy period or expires without being renewed.
Depending on the terms of the contract and applicable statutory or common
law, you might have a range of possible remedies. Identifying them is beyond
the scope of this post. The point, however, is to consider how to address the
problem, the potential for a possible gap in insurance coverage and who can
help you determine next steps.

3. Keep certificates even after they’ve expired

A Certificate of Insurance might be very helpful even after the conclusion of
the policy period of all the policies it describes. Take our example of the
facility expansion project. Assume that a year after the job was completed,
the plant manager complains that excessive heat in the building is causing
equipment to break down and your company’s products to fail their standard
quality control tests. General liability insurance policies often are written on
an “occurrence,” rather than “claims made,” basis. Therefore, the policy in
place at the time of the property damage or bodily injury often is the
insurance policy that could provide coverage, even if a claim is made after
the policy period.

If you still have the Certificates of Insurance, you have valuable information
about the insurance policies that may, among other things, become a source
of recovery for the damages you allege.

4. Consider the significance of a Memorandum of Insurance

In the past, a Certificate of Insurance was typically delivered on paper or by
fax. Now it’s more commonly delivered by email, usually as a PDF
attachment. Recently, the Memorandum of Insurance has emerged as
another electronic method of providing insurance information. Rather than a
paper document or PDF attachment, a Memorandum of Insurance is typically
delivered by providing a web link to the information. This can be a more
efficient method of delivery if the policyholder has to provide its insurance
information to many other parties at various times throughout a given policy
period. Moreover, if the policyholder’s insurance program changes from time
to time, not just at an annual renewal, the memorandum can be updated
almost immediately. Plus, someone with viewing access to the memorandum
usually can save or print a copy.

In light of this, consider whether a Memorandum of Insurance is basically the
same thing as a Certificate of Insurance, just delivered in a more modern way
that may be advantageous in some situations. All the other best practices
above and in my previous post should be considered in the context of a
memorandum as well.


