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Purpose of this Presentation

• Help provide an understanding of why insurance is necessary and required in 
contracts

• Help you interpret the basic components of an insurance policy

• Provide you an overview of certificates of insurance (COIs) and how they relate to 
the policy 

• Importance of Certificate Management  



What is Insurance?
• A financial arrangement or contract between an individual or business 

with an insurance company or authorized entity to provide financial 
protection and mitigate the risks associated with certain situations or 
events.

• Why is it Important?
o Provides financial protection against losses or damages
o Provides indemnification in exchange for premium paid
o Is legal Requirement to a contract
o Peace of Mind
o Asset Protection
o Guaranty of business continuity in helping with quicker recovery in 

the event of a loss



Basic Concepts of Insurance
1. Policyholder: The individual or entity that purchases the insurance policy

2. Insurer: The insurance company providing the coverage

3. Policy: The contract between the insurer and the policyholder outlining the terms of coverage

4. Indemnification: The insurer's obligation to restore the insured to the financial position they were in 

before the loss occurred within the policy’s limits

5. Underwriter: A professional at the insurance company who evaluates the risk and determines the 

coverage and pricing of the policy

6. Broker / Agent: A professional who negotiates insurance on behalf of the buyer and services the policy 

during the policy period



Basic Concepts of Insurance (cont)

7. Coverage: The protection provided by the insurance policy against specified perils or risks

8. Claim: A request made by the policyholder to the insurer for payment based on the terms of the 

policy

9. Deductible: The amount the policyholder must pay out-of-pocket before the insurance company 

pays a claim

10.Limit: The maximum amount an insurer will pay for a covered loss



Types of Insurance
• Personal Lines: Protects individuals and their family members from property damage and liability 

exposures.
• Homeowners / Renters
• Personal Auto
• Personal Umbrella 

• Commercial Insurance: Protects businesses against risks such as property damage, lawsuits, and 
employee injuries.

• Workers Compensation
• General Liability, Professional Liability
• Commercial Auto
• Umbrella
• Property

• Life and Health (Employee Benefits): Financial protection for healthcare, disability, or loss of life. 
Available through an employer, individual, or government plan. 

• Health Insurance
• Life Insurance
• Disability 



Principles of Insurance
Understanding these fundamentals can help you make more informed decisions when purchasing or 
managing insurance and make sure you have the coverage you need to protect assets you are choosing to 
protect.

1. Utmost Good Faith: Both the insurer and the policyholder must act honestly and disclose all 
relevant information

2. Insurable Interest: The policyholder must have a stake in the insured object or person

3. Indemnity: Insurance aims to restore the policyholder to their financial position prior to the loss

4. Subrogation: The insurer can pursue a third party that caused the loss, to recover the amount paid 
to the policyholder

5.      Contribution: If multiple insurers cover the same risk, they will share the cost of a claim

• Insurance contracts are created to protect individuals from unexpected events, not to make a profit 
from losses



Why is Insurance Required?

• Financial Protection: Safeguards against unexpected 
financial losses

• Risk Management: Helps manage and mitigate risks

• Legal Compliance: Some types of insurance are 
mandatory and part of a contract

• Peace of Mind: Provides security and peace of mind to 
individuals and businesses



The Insurance Cycle
Risk Assessment

• Evaluation of the risk level 
associated with insuring the 

individual or entity

Underwriting
• The process of determining the 

coverage, terms, and premium based 
on risk assessment

Policy Issuance
• Issuance of the insurance policy contract 

after underwriting

Payment of Premium
• Monies are exchanged for a promise of 
indemnification due to a covered peril or 

condition within the contract

Claims Process
• Steps to follow when an insured 

event occurs to receive 
compensation



Components of an Insurance Policy
• An insurance policy is a detailed contract between the insurer and the insured that outlines the 

terms of coverage. The main parts of an insurance policy typically include:

1. Declarations Page (Dec Page)
• This section provides a summary of the key information about the insurance policy, including:

• Name of the insured and insurer
• Policy number
• Coverage period (effective and expiration dates)
• Premium amount
• Coverage limits (General Ag Vs. Occurrence)
• Deductibles
• Description of the insured property or person





Components of an Insurance Policy (Cont.)
2. Insuring Agreement

• This section outlines the insurer's promises to the policyholder, 
including:
o The types of risks or perils covered
o The scope and extent of coverage
o The obligations of the insurer to pay for covered losses

3. Definitions

• This part clarifies the meanings of key terms used within the policy, 
ensuring both parties understand the specific language and 
definitions.



Insuring Agreements / Definitions



Components of an Insurance Policy (Cont.)
4. Exclusions

• This section details what is not covered by the policy, such as:
o Specific perils or events
o Certain types of property or activities
o Situations and conditions under which coverage is not provided

5. Conditions

• This part outlines the responsibilities and obligations of both the 
insurer and the insured, including:
o Procedures for filing a claim
o Requirements for maintaining coverage
o Necessary documentation and information
o Grounds for policy cancellation or non-renewal





Common Endorsement Request – Additional Insured

• An Additional Insured is a person or entity added to an insurance policy, aside from 
the primary insured, and is covered by the policyholder's insurance.

• Adding an additional insured to a Certificate of Insurance (COI) can help protect that 
party against claims arising from the actions or operations of the primary insured.

• These new individuals or groups are added to the policy by endorsement. 
Endorsements can name the additional insured within the policy, however, other 
policies may use a blanket additional insured endorsement.

• A blanket additional insured endorsement automatically provides coverage to any 
party which the named insured is contractually required to provide coverage for 



Common Endorsement Request –
Wavier of Subrogation & Primary Non Contributory
• Waiver of Subrogation: A waiver of subrogation is a 

provision that prohibits an insurer from pursuing a third 
party to recover damages for covered losses. Waivers of 
subrogation are found in various contracts, including 
construction contracts, leases, auto insurance policies, 
and more.

• Primary Non Contributory: Primary and 
noncontributory is a term commonly used in contract 
insurance requirements to stipulate the order in which 
multiple policies triggered by the same loss are to 
respond.  For example, a contractor may be required to 
provide liability insurance that is primary and 
noncontributory. This means that the contractor's policy 
must pay before other applicable policies (primary) and 
without seeking contribution from other policies that 
also claim to be primary (noncontributory).



Aggregate/Occurrence

• Aggregate Limit: Ensures overall payout for multiple claims does not exceed a specified amount.

• Occurrence Limit: Ensures that payout for a single claim does not exceed a specified amount.



Certificate of Insurance (COI)
• Evidence or proof that an entity holds an Insurance 

Policy – a COI is not a contract itself 

• The COI briefly outlines the coverage in place such as:
o Name of Insured
o Name of Insurance Company
o Policy Number
o Effective and Expiration Dates
o Description section indicating coverage, operations, 
contract number, etc.
o Coverage type

• Auto
• General Liability
• Excess Liability
• Workers Compensation
• Property



The Purpose of a COI

• Contract Management: When entering into contracts, 
parties often request COIs to ensure that all contractual 
obligations regarding insurance are met.

• Vendor Management: Businesses may collect COIs from 
vendors to confirm that they carry appropriate coverage to 
protect against potential risks.

• Event Management: When organizing events, venues often 
require COIs to confirm that event organizers have the 
necessary liability insurance.



When Reviewing COI’s

• What to look for?
• Make sure the Named Insured and address match the organization you are dealing with
• Review the name of the carrier and even check their financial rating if possible  
• Review the coverages listed on the Certificate ie., General Liability, Worker’s Compensation, 

Umbrella, Business Auto Liability
• Make sure there is a policy number assigned for each type of coverage listed
• Check Effective date and Expiration dates
• Confirm that the limits requested are reflected on the Certificate
• Confirm Additional Insured or Waiver of Subrogation is listed or marked if requested
• Confirm you are named as Certificate holder and that your name and address are correct
• Notice of cancellation clause is included on the Certificate



AM Best Ratings 

• Company and Rating Search - Best's Credit Rating Center 
(ambest.com)

• AM Best is an independent financial rating agency that analyzes 
the creditworthiness of insurance companies 

• Over 16,000 insurance companies
• A financial strength rating is an evaluation of how well the 

insurance company is performing financially and its ability to 
pay claims and pay off debts

• Gives a scale of A++ to D 



Reviewing Contracts



Key Considerations

• Read the Policy Carefully: It's important to understand all parts of your insurance 
policy to avoid surprises when filing a claim.

• Ask Questions: If any part of the policy is unclear, reach out to the insurer or your 
insurance broker for clarification.

• Review Regularly: Periodically review your insurance policies to ensure they 
continue to meet your needs as circumstances change.

• Understand Policy vs. COI: The policy is the insurance contract between the 
insured and insurer. The COI is only evidence of the insurance coverage.



Recap and Q&A

• What is Insurance? 
• How it Works
• Components of a Policy
• Certificates of Insurance
• Insurance Requirements in Contracts






