
KEEP YOUR RECORDS.

If possible, all 
contracts should 
be kept on file 
indefinitely. An 

original hard copy should be 
kept along with an additional 
hard copy or digital copy kept 
off-site.  This will ensure that 
if needed these important 
documents can be easily 
retrieved.

Contracts: What You Don’t Know  
Can Hurt You
Whether you’re planning a field trip, planning an event or even 
getting ready to hire a new vendor, contract review should play an 
important role in the process.

Contracts will often transfer liability from one party to another 
or create a sharing of liability.  It’s imperative that you carefully 
review the contract terms, especially if the contract is provided by 
a third party.

The following are best practices for your educational institution 
when working with contracts:

Read the contract. The first step should always be to have a 
designated person at the educational institution read the contract.  
Ideally this would be the risk manager.  

Have the contract reviewed by your attorney. Your attorney 
will provide sound advice and specialization in identifying 
any contractual terms that may be of concern.  He or she can 
also identify terms that are advantageous and those that are 
detrimental to you, which will in most cases allow for additional 
negotiation.

•	Hold harmless:  This is a contractual agreement rather than an 
insurance provision, but it can play a key role in the transfer 
of liability from one party to another.  For example, if you’re 
holding another party harmless, you’re essentially saying that 
you assume all of the liability in the contractual relationship.  
Alternatively, a mutual hold harmless agreement means that 
neither party can pass liability to the other.
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A case study published by NACE tells the story 
of a school that refused to sign a hold harmless 
agreement though it meant that an internship for 
a student could not take place1.  This demonstrates 
the need for attorney review of the contractual terms.

Have the contract reviewed by your insurance 
agent. Many contracts will contain an insurance 
section which will specify the coverage requirements 
for one or both parties.  At times, the coverage 
requested may not be applicable to the work, may 
unnecessarily open your insurance coverage to a 
third party, or may not be available in the insurance 
market.  These situations should be out of the 
ordinary, but are possible.

Two common requests are listed below:

•	Additional insured:  An additional insured on 
your policy will receive coverage under your 
policy in most cases either when acting on your 
behalf and/or when scheduled on an additional 
insured endorsement.  An article by the American 
Bar Association points out that not all additional 
insured endorsements are the same2.  Some 
may have different language, edition dates or 

may even be proprietary to a single insurance 
company.   This is why contractual review of the 
insurance requirements by your agent is essential.

•	Waiver of subrogation:  If you waive subrogation 
against a third party, your insurance company 
may not be able to recover damages for which 
a third party would otherwise be liable.  Your 
insurance policy provisions will indicate whether 
the policy recognizes waiver of subrogation.  
According to IRMI, most insurance policies will 
only allow waiver of subrogation prior to a loss3. 

Keep your records. If possible, 
all contracts should be kept on 
file indefinitely.  An original hard 
copy should be kept along with an 

additional hard copy or digital copy kept off-site.  
This will ensure that if needed these important 
documents can be easily retrieved.

Something as small as a single word can make 
a huge difference, and taking these steps will 
help protect your educational institution from 
unfavorable terms.
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1 http://naceweb.org/knowledge/ethics/case-study/intern-indemnity-hold-harmless-agreements.aspx
2  http://www.americanbar.org/publications/under_construction/2013/august_2013/iso_additional_insured_endorsements.html
3 http://www.irmi.com/online/insurance-glossary/terms/w/waiver-of-subrogation.aspx
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