Hold Harmless Agreements

Why “hold harmless” agreements?  Contractual arrangements are an everyday part of life for business.  They can range from the mundane to the extremely complex.  Even the simplest contract such as a “grounds maintenance contract” must be carefully reviewed and thoroughly understood to protect your rights and inform you of your responsibilities.

Hold harmless agreements, are commonly found clauses in contracts.  Their purpose is to transfer or assume another’s liability.  Common documents that contain hold harmless agreements are contractor arrangements; lease of premises or equipment; easements; maintenance or service agreements, just to name a few.

In order to gauge the likelihood of liability transfers, it is helpful to know which type of hold harmless agreement is being used.

Limited- The indemnitor (or person assuming the liability) agrees to hold someone harmless against claims arising from the indemnitor’s own operations, negligence and that of their employee or subcontractor. Simply put they assume responsibility for themselves and their employee’s.
Intermediate- The indemnitor agrees to hold the indemnitee (person who’s liability is being assumed) harmless for negligence which is jointly caused by the indemnitee and the indemnitor.  In other words, if the entity being held harmless is 99% at fault for the damage, the party 1% at fault will be contractually obligated to pay 100% of the damages.

Broad form- The indemnitor agrees to hold the indemnitee harmless from all damages, including those arising from the sold negligence of the indemnitee.  Using the previous example, if the other party to the contract is 100% at fault, the indemnitor will still pay 100% of the damages for the other entity.  These are not allowed in all states.
Many commercial liability policies will cover those you hire under contract.  Check your policy to make sure this is true for you. Secondly, verify insurance coverage for any company that you hire.  You can take this a step further by requiring the company you hire adds you as an additional insured on their policy.
As a building owner, making sure the company you hire signs a “hold harmless” agreement will put your insurance policy in second position in the event of a claim thus keeping your loss ratios at a minimum and your policy premiums low.
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