STATE INSURANCE REQUIRMENTS

FREQUENTLY ASKED QUESTIONS

1. Does the minister we are hiring to provide religious counseling and services need to have Commercial General Liability insurance coverage?  No, CGL would be cost prohibitive to this individual and the risks to the State are low in terms of property damage and physical injury, which are covered by CGL.

2. Should there be insurance requirements in a purchase order for a one-time purchase of a commodity?    If the vendor is making the delivery, there should be a requirement for vehicle insurance.  If delivery is being made by a freight company or UPS etc, no insurance requirements are needed.  The exception would be a high risk piece of equipment where product liability may be an issue.  In such cases CGL should be required.

3. Our institution is contracting with a physician to perform medical services.  The physician has medical malpractice insurance but not Commercial General Liability.  Is CGL required?  No, CGL covers physical injury but not injuries caused by a professional medical practitioner in the course of their practice.  Medical malpractice insurance is the proper coverage if contracting with a single medical professional.
4. We are contracting with an individual trainer to come to our office and provide a 2 day course to our employees.  What insurance coverage does the trainer need to have? First make sure that the contract is clear that the trainer is not an employee of the state.  Secondly, what type of props is the trainer using?  If there is nothing more than an overhead projector, white board, etc.  an indemnity agreement may be sufficient.  
5. Our agency is contracting with a small company for snow removal from our office parking lot and sidewalk.  This company does not have Commercial General Liability insurance.  However, their vehicle insurance covers damage caused by one of their trucks that they use to plow.  Is this coverage adequate?  This coverage is adequate for property damage and bodily injury if the policy clearly covers damage caused while snowplowing. Obtain a copy of the contractor's policy to ensure that the insurance company has not included any endorsements that prohibit the contractor from using the vehicle for business purposes. The Property Protection portion of no-fault insurance covers up to $1 million for damage a motor vehicle does to other people's property. The contract should include a waiver of subrogation.
6. What is Umbrella Liability?  Umbrella liability insurance coverage provides liability insurance coverage over the primary coverage of the commercial general liability, auto liability and employers liability insurance policy.  An umbrella policy provides broader coverage terms than the underlying policies.
7. When does an employer have to carry Worker’s Compensation insurance?  In Michigan coverage is required of all employers of three or more persons, or less than 3 if one is employed for 35 hours per week for 13 weeks by the same employer.

8. What is employer’s liability coverage?  This is a standard part of Worker’s compensation coverage.  It can be purchased through a minimum Worker’s Compensation policy from the Michigan Worker’s Compensation Placement Facility for about $700 - $800. 
9. What should I look for when I receive a certificate of insurance?  Most certificates of insurance will be received on the standard Accord form.  Look at the form to make sure that the type and amount of insurance required has been purchased and that the expiration date of the policy has not passed.  The Accord form lists the general insurance types, a check mark indicates that the type of insurance has been purchased.  The contract may require that the State be named as an additional insured.  Additional insured status is typically indicated at the bottom of the form under the caption “Description of Operations/Locations/ Vehicles/Exclusions Added by Endorsements/Special Provisions”.  In the bottom right corner there is a caption “Cancellation”, within this section you will find the number of days notice bill be given for cancellations.

10. How do I find out if an insurance company is acceptable to the State? Generally, if an insurance company is licensed to do business in the State of Michigan and has a Standards and Poor or A.M. Best rating of  AAA, AA or A the company should be acceptable to the State.  To find out the Standards and Poor rating of a particular company go to the following Internet site: www.insure.com and click on Ratings and then click on Insurance Company Guide: Standards and Poor’s financial strength ratings. To find the A.M. Best rating go to their site: www.ambest.com.  Also Contact the Michigan Office of Financial and Insurance Services at 517 373-0220 or 877 999-6442 and ask if the company is licensed or admitted in the State of Michigan, also request the Best rating.  To determine if an insurance company is licensed to do business in Michigan go to the Department of Consumer and Industry Services www.cis.mi.us, click on Agencies and Commissions, then click on Financial and Insurance Services, click on Who We Regulate, Click on Insurance Company Address List.  This list is all insurance companies licensed in Michigan with their home office address.  
11. How do I decide if a deductible amount on a policy is reasonable?  Look at the financials of the contractor.  Does it appear that they have the wherewithal to pay the deductible without suffering financial problems, i.e. do they have enough short-term assets to pay the deductible?
12. What is a waiver of subrogation?  Subrogation is a doctrine that requires the payment of a debt by the person or entity that in good conscience should pay it.  For example, a lease of an office building may require the tenant to carry property insurance on the building.  During a storm a leaking roof causes an electrical panel to short out causing a fire.  The tenant’s property insurance company pays the claims but then sues the landlord to recover the loss under the subrogation doctrine.  In a contract the parties can waive their right to recover prior to a loss from the other any damages arising out of the contract – this agreement is a waiver of subrogation. 

13. Under what circumstances is it permissible for a state agency to assume all risks of a project and not require the contractor to have any or limited insurance coverage?    There are situations that arise where the State may want to assume the risk.  Each situation must be reviewed to make a determination. If such an arrangement is being contemplated all relevant information must be sent to the State Building Authority, MB for review.  Relevant information should include a description of the work to be done, the location where the work will be performed, a description of the oversight to be performed by the state, name of the contractor, and the name and phone number of the State employee responsible for oversigh,.
14. Who can I contact if I have a question regarding the insurance requirements?  Call Office of Purchasing customer service at (517) 335-0230 with your question and particular situation.  The Office of Purchasing will work with the State Building Authority to answer your questions.
EXAMPLES OF LOW RISK CONTRACTS in terms of CGL coverage requirements

Accounting Services*

Advertising Services*

Alcohol and Drug Testing*

Consulting Services

Court Reporting and Transcription Services

Data and Record Storage*

Data Entry and Conversion Services

Delivery Services

Delivery of Commodities on a reoccurring basis

Equipment and Vehicle Leasing

Hardware Purchase with Installation and Integration of Systems*

Investment Services*

Laundry Services

Legal Services*

Medical Services*

Printing Services

Software Development and Programming*

Telecommunications

Temporary Employee Services

Waste Removal

Work on State property involving Low Hazard


Janitorial Services


Lawn Maintenance


Pest Control


Snow Removal


Elevator Maintenance?

*Should also require Professional Liability Insurance

· All of the above must have Workers Compensation Coverage

EXAMPLES OF MEDIUM-HIGH RISK CONTRACTS in terms of CGL coverage requirements

Ambulance Services*
Ambulance and Transport of Prisoners 
Armored Car Service
Transport of Prisoners
Hardware Purchasing with Installation & Integration of Systems Major System Upgrade or Change*

Work on State property involving Medium to High Hazard such as construction projects, paving projects, projects involving scaffolding.



*Should also require Professional Liability Insurance

· All of the above must have Workers Compensation Coverage

