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Awaiver of subrogation in favor of the lessor restricts the
lessee’s insurance carrier in their ability to recovery for injury
or damage from the lessor due to the lessor’s negligence
when a third party is injured or when damages to a third
party’s property has occurred. Additional insured and waiver
of subrogation must be approved by the insurance carriers
underwriting department, then added by endorsement and
charged for accordingly.

One example of the insurance liability requirement within a
standard commercial lease contract is for the lessee to obtain
premises comprehensive general liability insurance with

a $1,000,000 combined single limit for bodily injury and
property damage, and a $2,000,000 aggregate naming the
property owner and their respective affiliates as additional
insureds. However, while these limits may protect the lessor
and affiliates up to their desired limits, each lessee has his

or her own unique exposures and obligations and the limits
requested within the lease may not be adequate for those. We
currently have a situation with an insured medical facility who
is a lessee within a corporate structure. After a careful review
of our insured’s commercial property lease contract, we had
suggested higher limits than was requested. Fortunately for
the insured they heeded our advice and purchased the higher
limits before the following situation unfolded. An elderly
patient was visiting the medical facility and tripped and fell
inside the premises, breaking their arm and knee. Tragically,
the injured person died due to complications during surgery.
The deceased person’s estate is now suing the medical facility
for bodily injury and pain and suffering. If our insured had
purchased only the limits originally requested in the lease
agreement, and if they were then found negligent, it would be
very likely that those limits would have proven inadequate to
cover defense cost and final settlement.

Within the general liability limits of insurance there is a
coverage provided to the lessee that gets little attention but
is very critical if a fire or building damage

occurs and the lessee is held liable. Each

insurance carrier handles this coverage

differently. You may have heard this

coverage called “Fire Legal Liability,”

but the correct name is “Damage to

Premises Rented to You” because it

now covers much more than fire. For

instance, if your carrier is affording

you a $50,000 limit and you

are leasing space in a $500,000

building, you are not adequately

protected and need to review this underinsured issue with
your insurance agent. One example of this “damage to
premises rented to you” coverage being triggered is if you
leave your premises at the end of the day and neglect to
extinguish a candle that then causes a fire to that portion

of the building; you could be held responsible for the loss.
Due to the vast differences in the way companies handle this
coverage, we urge you to explore this coverage with your
agent in its entirety.

The general liability policy also affords a coverage called
medical expense. The medical expense is strictly for third
party invitees who are injured while on your premises and are
paid as “good faith” to prevent being sued, regardless of fault.
Keep in mind that the medical expense limit is for third party
persons only. The standard general liability form provides a
limit of $5,000. By endorsement, this can be increased for an
additional premium. This coverage is not for your employees
or yourself. To cover your employees and yourself you need
to purchase a workers compensation policy for work related
accidents or disease and a group health insurance policy for
medical insurance.

This article has discussed the basic components of a standard
commercial property lease contract. Every lease is different
and uses its own unigque wording to accommodate each
party’s needs. A lease agreement protects the building owner’s
interest in their investment. But by no means do the insurance
requirements within the contract provide the proper insurance
protection for the lessee’s business. We always recommend
providing a copy of all insurance requirements within a lease
to your insurance agent for an extensive review before signing
to ensure that all of your insurance needs and exposures are
being properly protected.
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