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LRisk Management

by Todd Seiders, CLSD

Transfer your risk...Don’'t get stuck paying for something you
didn’'t do

Another great article from The Rooms Chronicle, the #1 journal for hotel rooms management! ***Important notice: This article may not be
reproduced without permission of the publisher or the author.*** College of Hospitality and Tourism Management, Niagara University, P.O.
Box 2036, Niagara University, NY 14109-2036. Phone: 866-Read TRC. E-mail: editor @roomschronicle.com

Notice: The ideas, opinions, recommendations, and interpretations presented herein are those of the author(s). The College of Hospitality and
Tourism Management, Niagara University/The Rooms Chronicle assume no responsibility for the validity of claims in items reported.

“Risk Management” is the process of measuring or assessing risk and developing strategies to manage it. An essential component
associated with the business of risk management is known as “Risk Transfer”, which transfers the risk or responsibility for certain
incidents that may occur to someone else.

For example, if a hotel manager hires a landscaping company to provide landscaping services to the hotel, and in the course of the
lawn being mowed the cutting blade flies off of alawn mower and damages a guest’s car, the hotel should NOT have to pay for the
damage. The manager and the hotel did not cause the damage, and in fact, they had no control on how the landscaper maintained
his equipment. The landscaping company, or their insurance company, should pay for the damage. Thisis Risk Transfer, transferring
the risk or liability for loss to the person, service provider or vendor who caused the loss.

Four risk transfer commandments

In order to properly transfer risk, the prudent hotelier must set up a“Risk Transfer Program” at his or her hotel. Anytime a hotelier
hires a contractor, vendor or service provider from outside the hotel, or the hotel’s management company or ownership, the hotel
should do the following things:

1. Obtain copies of the outside service provider’s Certificates of Insurance for liability insurance. A Certificate of Insurance
proves that the outside service provider does in fact have liability insurance and protection. If an outside service provider does
not have liability insurance, you do not want them doing work or providing service at your hotel. If the service provider has no
liability insurance in place, then the hotel will be held liable in the event of injury or loss.

2. Obtain copies of the outside service provider’s Certificate of Insurance for Workers Compensation insurance. All states
require any employer who has one or more employees to provide either third-party or self-insured Workers' Compensation
insurance. This protects you, as recent court cases have held that property owners are responsible for service provider injuries
if the service provider did not have Workers' Compensation insurance. No hotel wants to pay for another employer’s employee
injury. If a service provider has employees, but does not have proof of Workers' Compensation insurance, you do not want
them doing work or providing service at your hotel.

3. Demand that the serviceprovider add you and your hotel as“ Additional Insured” on theabove Certificatesof I nsurance. Being
added as “additional insured” on the service provider’s insurance policy means that the service provider’s insurance policy
also covers you and your Hotel. Adding you as “additional insured” to their insurance policy will cost the service provider a
very small fee; but if they want your business, it should be worth it to them.

4. Incorporateand sign an agreement or contract in which the service provider will “ protect, indemnify, hold har mless
and defend” you and your hotel in the event of the service provider causingloss, injury or damageto anyone. When a
subsequent claim does arise, such specific contract language makes it clear to all who may be called upon to review or
interpret the contract at a later point in time (e.g., attorneys, judges, juries, or insurance investigators) that the service
provider willingly and knowingly agreed to assume liability for specified risks associated with the performance of their
duties for which they were contracted. In other words, the service provider knew that the risk was being transferred
from the hotel to them. Incorporating such a “Hold Harmless” agreement into any vendor and service provider contract
is the lynchpin to affirming and authenticating risk transfer. Keep in mind that such contracts will bear the signatures of
both the hotel’s representative and the service provider; hence, any subsequent attempt by the service provider to
deny or avert the transfer of risk will be extremely difficult.




Hold harmless agreements
Here is sample wording for a hold harmless, indemnification agreement:

Most service providers will have you sign a service agreement or contract, but
beware...read these contracts very carefully! | have recently seen service provider
contracts that contain wording that releases the service provider from any liability
if they cause damage, injury or loss, while doing work at your hotel. Caveat
Innkeeper! Read and understand all contracts thoroughly and seek out the advice
of your hotel’s legal counsel when in doubt. Whatever you do, do not sign any
agreements with service providers that release them from liability unless your
hotel is willing to assume such risk.

Conclusion
Remember the mantra of good business sense:

Service providers should pay for any damages, losses or injuries that they cause
while doing work at your business. The hotel should pay for any damages, losses
or injuries that the hotel (or its staff, furniture, equipment, or services) causes.

Protect yourself by obtaining proof of the service provider’s insurance (certificates
of insurance), having the service provider add the hotel as an “additional insured”
on their insurance policies, and by having a hold harmless, indemnification, and
duty to defend agreement or contract in place.

Enclosed is a sample Certificate of Insurance to help explain what to look for when
obtaining a copy from your service provider. <

(Todd Seiders, CLSD is a regular contributing author to TRC and director of risk
management for Petra Risk Solutions, which provides a full-range of risk
management services for hospitality organizations. Their website is:
www.petrarisksolutions.com. Todd can be reached at 562-623-0976 or via e-
mail at: ToddS@PetraRiskSolutions.com.)

INDEMNIFICATION

AND INSURANCE
(sample)
To the extent permitted by law, you agree
to protect, indemnify, defend and hold
harmless the Hotel/Business, (Your com-
pany name here), and the owner of the
Hotel/Business, and their respective em-
ployees, insurance companies and
agents against al claims, injuries, losses
or damages to persons or property, law
enforcement charges, governmental fees,
charges or fines, and costs (including
reasonable attorney’s fees), arising out
of or connected with your services, work,
tools, equipment, vehicles, and presence
on our property, except those claims aris-
ing out of the sole negligence or willful
misconduct of the Hotel/Business. You
further agree to obtain and keep in force
General Liability Insurance covering the
event described in this contract with lim-
its of not less than $1,000,000 per occur-
rence and to provide the Hotel with a
certificate of insurance naming the Ho-
tel/Business, (Your Company name
here) and the owner as an additional in-
sured for your services, work, tools,
equipment, vehicles and presence on our

property.
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