What you need to know about Insurance for the Theatre, Music and Dance Community
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Paczolt Financial Group

913 Hillgrove Avenue

LaGrange, Illinois 60525
REVIEW YOUR INSURANCE PROGRAM ANNUALLY
It is a very good idea to review your insurance program annually. This is especially true if the membership of your Board of Directors changes every year. When reviewing your current insurance program, consider the following options in terms of the specific needs of your group.

GENERAL LAIBILITY: This is the most important part of any insurance program. It is insurance you carry to protect yourself against claims filed by a “3rd Party”. For example, your general liability is designed to protect you in case a patron files a claim because she slipped and fell in the lobby of your theatre.

The liability component of our theatre insurance offers you a $1,000,000 per occurrence ($2,000,000 aggregate) limit of protection. Our experience says that this limit is adequate for many theatre groups. It is also the limit most venues require whenever one of our theatre groups rents or leases a facility in which to perform.

The general liability component often includes host liquor liability if your group does not charge or if the event does not require a liquor license.

UMBRELLA COVERAGE: For those groups that need an even higher level of protection; additional layers of liability protection of $1,000,000 or more is available.

VOLUNTEER ACCIDENT LIFE & DISABILITY: One of the most commonly held misconceptions involves protection in case a volunteer gets injured while working on a theatre-related activity. The general liability coverage outlined above is not designed to protect the theatre group against claims filed for injuries incurred by your volunteers. Some examples that are not covered include: An actor trips and breaks her ankle while exiting the stage in the dark; a stagehand cuts his hand using the power saw; the stage props person sprains her back moving furniture; the concessions person burns his hand serving coffee during intermission.

Volunteer accident policies can be purchased at a minimal cost and at various levels of coverage through our theatre insurance program. These policies cover your group’s volunteers in case of accidents while involved in theatre-sponsored activities. Coverage for full-time, paid staff is also available.

PROPERTY: The PFG Agency’s theatre insurance program can offer both building and personal (theatrical) property coverage that can easily be modified to meet the specific needs of your theatre group. The property program offers broader coverage. 

One of the unique features of our insurance is the theatrical properties component. This is specifically designed to cover your sets, props, lights, sound equipment, costumes, etc.

The property program can offer Extra Expense coverage. In the event you cannot perform due to a covered loss, this coverage will pay the expenses of moving the show. Loss of Business Income can also be included to cover lost revenue in case a production is shut down for a covered loss.

DIRECTORS & OFFICERS LIABILITY: Like their counterparts in for-profit corporations, the directors and officers of non-profit theatre groups can be held liable for the decisions they make. Our agency’s Directors & Officers Liability kit includes a simple application form. The policy covers individual board members for liability they assume while serving on the board.

WORKERS COMPENSATION: This is mandated by State Law. Many people ask if they need it. We advise that if your attorney and accountant be asked if you fall under the guidelines of who is required to carry Workers Compensation.

OTHER COVERAGES: Depending on the nature of your particular theatre group, you may want to consider other coverage including: WORKERS COMPENSATION, EMPLOYEE DISHONOESTY, COMMERCIAL AUTO, LIQUOR LIABILITY, BUSINESS PERSONAL PROPERTY (Office equipment, furniture, etc.) ELECTRONIC DATA PROCESSING (EDP).

INSURING VOLUNTEERS: PROTECTING A VALUABLE HUMAN RESOURCE

Is our organization responsible if a volunteer becomes injured while providing services on our behalf?

Metaphorically, volunteers may be considered the lubrication that keeps the wheels of the nonprofit sector rolling. Given the millions of volunteers and the thousands of different roles they play, it is inevitable that on occasion a volunteer will be injured while serving a non-profit organization.

Unfortunately, there is no simple answer to the question above. The most appropriate answer is “it depends”. The following factors should be considered.

Age of Volunteer: If the volunteer is younger than 18 years of age, the organization generally assumes responsibility for the welfare of the volunteer, unless a specific release of liability has been signed by the volunteer’s parent, legal guardian or another organization. The execution of a legally enforceable release does not, however, preclude a suit by the minor or by the parent in the name of the minor.

Representations made to the volunteer when he or she was recruited: Organizations should inform volunteers about any provisions the organization has made for handling injuries. If the organization expects that volunteers will be responsible if they are injured while performing volunteer service, that expectation should be clearly conveyed to the volunteer from the onset. Many organizations require that volunteers sign an agreement that transfers to the volunteer responsibility for any injuries incurred in the 

course of a volunteer’s duties. Such agreements must clearly and unambiguously explain the nature of the risks being assumed by the volunteer and in any case will be closely scrutinized by the courts. Moreover, it is highly unlikely that responsibility for injuries relating to the gross negligence or intentional wrongdoing of the organization can be transferred to the volunteer by mutual agreement.

Degree of control exercised by the organization over the volunteer: In a recent legal case involving a church group performing repairs to a summer camp, the court found that the camp was not responsible for injuries to a volunteer who was working on a bridge because the volunteer, not the camp, selected the specific project. Control of volunteers can be a two-edged sword, however. While exercising little or no control over a volunteer may reduce the likelihood of a successful claim by a volunteer; it may actually increase the risk of a claim by a third party who is injured from the volunteer’s actions.

Circumstances of the particular accident: Underlying all action is the duty to act reasonably and prudently, a duty that is created as soon as some action is initiated. If an organization provides equipment, there is a duty to take responsible steps to provide equipment that is sound. In addition, there may well be steps to train the volunteer in how to use the equipment because misuse may be foreseeable. For example, if a volunteer was using a step ladder belonging to the organization and the ladder cannot be extended to the last rung, or placed too flat an angle, a volunteer without 

experience should receive instruction in its proper use.

If the volunteer was injured while volunteering for a project sponsored by his or her employer: Corporate volunteerism is growing, and the growth of these programs has been accompanied by increasing awareness of the need to clearly identify the relationship of the volunteer role to the individual’s employment status. The more closely a corporate volunteer’s activities are connected to his or her employment status, the more likely the employer will be held liable for the volunteer’s injuries.
What options are available if we want to insure volunteers against accidents or injuries?
There are two primary options that an organization should consider if it wants to insure volunteers against the possibility of physical harm incurred in the course of volunteer service on behalf of the organization: A volunteer accident-injury policy or workers’ compensation coverage. Each of these options is discussed below.
Accident and Injury Policies. Accident and injury coverage for volunteers’ financed the cost of medical treatment for volunteers who are injured while delivering services for the organization. These policies usually pay the costs of emergency room services and follow-up treatment to pre-determined limits based on the injury. An arm injury may have a limit of $2,500 while an eye injury might be limited to $1,500., unless the eye injury resulted in the loss of sight, in which case the limit may be $15,000. (These amounts are hypothetical and are for illustrative purposes only) Usually these policies do not have deductibles. Note: An accident and injury policy for volunteers does not respond to illness, nor does it protect the organization from liability for the injury. One distinctive feature of on accident and injury policy is that it will pay a claim regardless of who is at fault. These policies are often excess insurance, meaning that they pay only after other available insurance, generally the volunteer’s personal health insurance, is exhausted. If the volunteer is uninsured, the accident and injury policy will “drop down” and become primary coverage for the injury.

Workers Compensation: (WC) Some states permit the inclusion of volunteers in nonprofit workers compensation programs.  Illinois is not one of these states. On the surface, this appears to be an easy answer to the dilemma of providing a source of recovery for injured volunteers. Organizations are required to carry this coverage for their employees, and it may be administratively less cumbersome to simply add volunteers to an existing agency. WC policies may not, however, be the most effective way for a nonprofit to protect its volunteers. WC for employees includes a number of benefits for which volunteers would not be eligible: reimbursement for lost wages, for example. In addition, WC premiums are based on the type of work performed and not the amount of time spent on the job. For example, the cost of insuring a part-time police department volunteer whom patrols the community as a part of a crime deterrence effort. In addition, actual losses under workers’ compensation policies can dramatically affect future premiums. With a large volunteer workforce, accidents may occur and drive up per costs to a substantial degree.

Will our commercial general liability (CGL) policy protect our nonprofit if an injured volunteer sues us?
The specific coverage in your CGL policy may or may not protect the organization against lawsuits filed by volunteers. Most CGL policies provide coverage for claims arising from bodily injury, property damage or personal injury. In the context of a CGL policy, most courts have limited the definition of “bodily injury” to claims for physical injury. Claims for non-physical or emotional harm are thereby excluded.

Generally speaking, lawsuits alleging volunteer injuries are covered under your CGL policy to the same extent as injuries to clients and members of the general public, but only if volunteers are not included as named insured’s under the terms of your policy.

If your CGL coverage includes volunteers as insureds, then the organization may not be protected from lawsuits by volunteers under an “insured vs. insured” exclusion. Under this type of policy exclusion, the insurance company is not required to defend a legal action or provide indemnity in any suit in which a named insured has filed suit against any other named insured under the same policy.

Will or CGL policy protect us if we are sued for an injury a volunteer causes to somebody else?
Standard CGL policies cover a nonprofit for claims arising from the activities of the organizations’ volunteers. If your volunteers are included as insureds under your CGL policy, coverage will protect volunteers in addition to the nonprofit. As is true with any contract of insurance, it is important to take the time required to carefully review the policy wording and seek advice from an agent or broker if you are uncertain about whether coverage would apply in a particular instance.

A top priority at our nonprofit is the recruitment of volunteers with disabilities. Will accident and injury policies provide coverage for these volunteers?
With reasonable accommodations, it is often possible to include volunteers with disabilities without creating any additional risks to the volunteer or others. Organizations should not, therefore, exclude individuals with disabilities from volunteer service on the assumption that risks are higher when such volunteers are involved. In addition, there are not reasons an insurance company would deny coverage to volunteers with disabilities. In fact, insurance companies could be found in violation of the Americans with Disabilities Act if they deny insurance coverage based solely on an individual’s disability. Some accidents and injury policies do have relevant exclusions (for example, back trouble) which apply to everyone but which may have special significance for persons with disabilities.

A 1990 study by the E.I. DuPoint Company that assessed the safety records of employees with disabilities found that 97% rated average or above average in safety. A study by Marriott International revealed that the 6% of employees who said they had a disability had safety records that equaled or exceeded their non-disabled peers.
Our Agent doesn’t understand our questions. What can we do?
Call an agent who specializes in the nonprofit sector. Paczolt Financial Group, as an independent agent, can shop for you and obtain quotes from our six specialty companies who write nonprofits. Deal with someone who understands your unique needs.

What kind of volunteer accident policies are available?
Our agency is now writing a $250,000 accident policy on an excess basis for our clients. The policy is underwritten by MIC Insurance. Excess basis means that any other collectible insurance must be filed first. Any medical bills not paid for by these companies will be paid for by MIC Insurance. This helps keep your policy premiums low and the injured party has no out-of-pocket expenses. 

How do we know what our current policies cover? 

Ask your current agent. He should have understood your operations and wrote your policy to cover these exposures. Or, you may call us at (708) 579-3128 and ask for a free independent review of your current policies.

Liquor Liability Issues for Performing Arts Companies

Liquor Liability is one of the most difficult areas to explain, especially in Chicago. A Liquor Liability policy is necessary when the person is selling, manufacturing, distributing or is in the business if serving liquor. If we were to charge for the liquor, a license would be required. Even if we did not get a license, the Illinois Dram Shop laws would apply and a separate Liquor Liability policy would be needed to provide coverage.

If we do not sell or charge for a drink but instead give away liquor and our business is not one of the four described above, we would be subject to the liquor laws under a “host liquor exposure”. This is very similar to Liquor Liability but is not a separate policy. For most of our theatre accounts, we automatically include the host liquor liability endorsement as part of their package due to the opening night and closing night events, fund raising benefits, etc.

The question is, can we ask for donations and still not receive a liquor license? As long as the “donation” is voluntary, not specified or a suggested figure is given, and people can have a drink without the donation, then the host liquor coverage would apply. Keep in mind that the City of Chicago will also be keeping an eye out for violations of the liquor ordinance and I suggest that you keep to the letter of the law and do not vary from it. Can you set a specific charge for non-alcoholic drinks? The answer is yes.

If a Liquor Liability policy and/or License is required, we can provide a Liquor Policy for $250 for one day or a yearly policy for as low as $600.

If there are any further questions or need to clarify the above position, please call me at 708-579-3128.

Steve Paczolt

IT HAPPENS…

D&O Liability Insurance Claim Examples

Against Private Businesses

Private businesses face many serious exposures in the course of their day-to-day operations. And claims, with or without merit, against private businesses do happen. Securing Executive Risk’s directors and officers (D&O) liability insurance policy, specifically designed for the needs of private businesses, is the key. Consider the following claim example:

Employment Practices Liability

A minority woman was hired for an administrative position in a small, private company. Within nine years, she climbed that company’s corporate ladder and reached a position of junior officer. When the woman was not selected to fill an opening for a higher position for which she considered herself suitably qualified, she alleged that she was passed over in favor of a less experienced person. She filed suit against two officers and the company for breach of contract, racial discrimination, fraud and emotional distress.

After four years of litigation, the case was settled. The defendants paid the woman $75,000 and total defense costs exceeded $272,000.

To learn more about the Employment Practices Liability exposures and our Risk Management Program, contact Paczolt Financial group at (708) 579-3128 or fax (708) 579-0236.

CONSIDER

THIS!

Actual Claim

Not For Profit


An Employee of a non-profit association was out of work for six months on disability leave for back surgery. This employee was guaranteed her position when she returned. Upon her return, she refused to go back to her previous position, claiming she had been sexually harassed be her immediate supervisor, which created a hostile working environment.

According to the non-profit association, no formal complaint of sexual harassment was ever filed and the employee resigned of her own volition when no other position was offered to her. However, the employee sued the association for lost wages and emotional distress.

A jury decided the case and although the association was found not guilty of the charges, defense expenses incurred by the non-profit association reached $70,000.


To learn more about the Employment Practices Liability exposures and our Risk Management Program, contact Paczolt Financial group at (708) 579-3128 or fax (708) 579-0236
	Performing Arts Accident Policy Quote Sheet


For those groups that have no employees, there is still a danger of participants and company members being hurt and requiring medical services.The Illinois Appellate court has ruled that volunteers are not employees and cannot collect under workers compensation.

We recommend a medical reimbursement policy. This will cover medical bills on an excess basis. Excess basis means the policy will cover any bills not covered by any other health or accident insurance policy. You have 2 options to chose from:

Option #1 The policy covers up to $25,000.00 in medical bills on an excess basis for any volunteer/participant in the group. This minimum yearly premium is $375.00
Option #2 Same coverage as above with $150.00/week disability income coverage added. This minimum yearly premium is $450.00
Coverage applies to all rehearsals and performances of the organization. Coverage can also be extended to students who are enrolled in scheduled classes. This provides an additional layer of protection against frivolous lawsuits.

The premium is based on the number of participants and students. We can also write a Short term policy for $150.00 for any performances lasting 90 days or less..


QUOTE REQUEST

Name of Organization:



 Contact:





Mailing Address:










City:




 State:



 Zip:



Phone:



 Fax: 



 Email:




Number of participants/performers:


 Number of Students:



Location of classes/performances:








Rehearsal/Performance Dates (if known):









INSURANCE FOR PERFORMING ARTS GROUPS
Theatre

Music

      Dance

  Other

Name of Organization:

Mailing Address:







City:




State: 

Zip:

Venue Name:



Venue Address:








City:




State:
 
Zip:

       Number of Seats:

                     Effective Date:




 Exp. Date: 




 Contact Name:



   
    Phone #:

  


     
   Email:




        Fax #:



       Web Page:

Do you hold classes/Workshops?    Yes / No
If Yes: Sq Footage of Shop 
Max # of Students at any time
PLEASE QUOTE THE FOLLOWING:

       General Liability: many venues now require a certificate of insurance as part of the requirements to rent a space. The certificate covers against claims arising out of bodily injury to the patrons and limited property coverage to third party claims. The policy does NOTcover injury to your employees, participants, volunteers, students, and company members. It also does NOTcover property owned, leased, rented or borrowed by the theatre group.

        
       Property Insurance: $___________,This coverage will reimburse you for losses to real property either owned by you, leased to you or rented by contract to you. A specific dollar figure must be given. In addition, the property is only insured at the venue address. If the property is in transit or is mobile, a separate equipment floater should be requested.

        Accident Policy: (# of participants______)Many groups have no employees, but still feel an their obligation to assist participants, volunteers or students when an injury may occur. We provide an accident policy for performing arts groups that pays medical expenses on an excess basis with no deductibles. The premium is a minimum of $350.00 per year. Over 90% of our accident policies are at the minimum prem.

         Workers Comp: (Total Payroll:_______________)According to state law, if you have 2 or more individuals that you are paying as employees, you MUST carry workers compensation insurance. The basis of the premium is on payroll and job classification. To obtain a quote, we need annual payrolls, job classifications and FEIN.

       Directors and Officers: (an additional application and current financial statements are required)
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