
As prominent members of their communities, financial services businesses often choose
to sponsor local events as part of their corporate mission to support the community that
supports them. The publicity around such events is an added bonus that can enhance
awareness of their business. As business managers consider embarking on sponsorships
of special events, they need to be aware of risks associated with sponsorships and take 
precautions to protect their interests.

Assessing Legal Exposure
When a business sponsors an event, there are a variety of exposures to think about in
order to determine if the insurance currently covering the business is adequate to cover
the risks. Sponsors should consider that when they assume responsibility for an entire
event, it may be a double-edged sword. They will have more control of the risk exposures,
but they may also have sole liability. When an event is held on the sponsor’s property,
there are additional exposures to consider. Joint sponsorships can serve to share the 
liability, but will also relinquish some of the control.

In many cases, sponsors hire a vendor to manage the actual event, especially the larger
ones. The capabilities of the organization managing the event are very important. Some
questions to consider before entering into a sponsorship, or holding an event, are:
• How long has the organization conducting the event been in business?

• What kind of special training do they have?

• What is their financial status? (This pertains to their ability to maintain equipment
safely.)

• How many of these events have they conducted?

• What measures do they take to reduce exposures?

Steps to Take
There are three primary areas where a business can act to minimize risks when they
sponsor a community event. Those are:
• Risk control

• Risk transfer

• Risk financing
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Risk Control
Two methods of risk control include:
• Waivers 
• Insurance coverage

Waivers can limit exposure by shifting the liability when
all participants, brokers, agents and employees sign a
waiver of participation. This may be an appropriate
method to control risk when sponsoring an employee
athletic team or trip.

Sponsors may also require the licensor 
of the event to obtain adequate insur-
ance for commercial general liability,
workers’ compensation, automobile
liability and/or professional liability.
As part of this measure, a business
may also be added as an additional
insured through specific language 
on an endorsement to the licensor’s 
insurance policy. Requesting a 
certificate of insurance will help
ensure adequate coverage is in place. 

Risk Transfer
You can also be protected from mishaps during an event
by transferring responsibility and liability to a hosting
facility. The outside facility may attempt to pass liability
along to the sponsor by requesting that they enter into 
a hold harmless/indemnification agreement, and to
name them as an additional insured on the sponsor’s
policies. That is not in the best interest of the sponsor-
ing business. 

In fact, the opposite is true. The sponsoring business
should secure hold harmless and indemnification when-
ever possible, and arrange to become an additional
insured on the liability policies of the sponsored 
organization or licensor of the event.

Risk Financing
You may also finance the sponsorship risk through 
purchasing special insurance. The following insurance
programs limit exposure:

• Sponsorship Liability – designed for liability of spon-
sors of races, walks and other sporting events. This
coverage applies only in the United States, unless
extended to worldwide territories.

• General Liability – protects a business owner or 
business from most liability exposure other than 
automobile and professional liability. The policy
should include bodily injury, property damage and
personal injury, and advertising liability coverage.

• Accidental Death and Dismemberment – often 
written along with Group Life Insurance programs,
generally pays the full principal sum when death
occurs or more than one bodily or principal member
(e.g. hand, eye, foot) is lost in an accident. This policy
should cover guests of the sponsoring business, spouses,
children and spouses and children of employees.

Hosting an Event that 
Includes Alcoholic Beverages
Receptions, retirement and anniver-
sary parties, and year-end recognition
events often include alcoholic 
beverages. Setting business guidelines
for this type of function can help
ensure the health and safety of guests,
employees and others and avoid situa-
tions that may tarnish a business’s 
reputation.

Some guidelines to consider include:

• If the event is on business property, serve alcohol 
only in designated areas (dining rooms, lounges, 
cafeterias), and not in offices or work areas.

• If the event is held at another location, be sure it is a
licensed facility with professional bartenders.

• Require vendors serving alcohol or selling alcoholic
beverages to have liquor liability coverage, as part of
the risk transfer method mentioned above. This can
be provided by an endorsement to a general liability
policy or by a separate liquor liability policy.

• Always provide non-alcoholic beverages and food.

• Use professional bartenders.

• Place reasonable time limits on serving alcohol, and
set up control measures to be sure those limits are
adhered to. Ensure that no minors are served, as well
as anyone who appears to be impaired. Service
should cease at least one hour prior to the end of the
function. 
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Events for Children
Sponsoring an event for children presents a different 
set of responsibilities and liabilities for the sponsoring
business to ensure a suitable environment for the chil-
dren and to avoid potential liability to the business.

For children’s events, the sponsoring business is respon-
sible for providing a safe, secure environment. The 
facility where the event is held needs to be free of hazards
that could cause injury or illness to any of the children.
It is also up to the business sponsoring the event to
ensure that the staff caring for the children is knowl-
edgeable and adequately trained. Being sure that the
ratio of adult supervision to the number of children is
adequate is critical. It is also important that all staff be
trained to release children only to the care of their 
parent or guardian as identified in their registration 
for the event.

Negligence is the most common liability that a business
may face when they sponsor a children’s event, either 
on the part of the facility or the staff. It makes sense for
businesses to be aware of the four elements involved in
proving a charge of negligence. Those are:

• Duty – Generally, there is a duty to act or not to act.

• Breach – The duty to act or not to act was breached.
In other words, someone either failed to act when
there was duty to do so, or acted irresponsibly when
there was a duty to refrain from action.

• Proximate Cause – There was a causal relationship
between the breach and the resulting damages.

• Damages – Real damages, either property or personal
injury, are the result of the breach. 

There are policies and procedures that businesses can
put in place to minimize their liabilities and ensure that
children in their charge are protected. These include,
but are not limited to:

• Providing adequate training for the staff responsible
for the care of the children during the event, such as:

– Emergency preparedness, including fire and 
natural disasters such as tornado, flood, bomb
threat etc.

– Proper food preparation and storage procedures
including refrigeration, cooking, food handling
and disposal.

– The staff should be made aware of any known 
food allergies of the children before any event. 

Necessary precautions should be taken to ensure
that these exposures are avoided.

– First aid and CPR.

• To provide a safe environment, some precautions
may include:

– Safety gates to keep children away from dangerous
areas like stairs. Gates can prevent accidents such
as falls.

– Window blinds and curtain cords. Be sure window
blinds do not have looped cords.  Check that verti-
cal blinds, continuous looped blinds, and drapery
cords have tension or tie-down devices to hold
cords tight.

– Outlet covers. All outlets should have proper out-
let covers to prevent electrocution.

– Recall products. Check that no recall products are
being used and that a current list of recalled chil-
dren’s products is posted prominently. Recalled
products may pose a threat of injury or death.

Before Signing on to 
Sponsor a Community Event
To make an informed decision about sponsoring an
event, consider the following:
• What are the capabilities and experience of the

organization that will hold the event?

• Where will it be held? Is the facility well maintained?

• Have all participants signed a hold harmless waiver?

• Has your business obtained a copy of the certificate
of insurance from the organization you will sponsor?

• Has your business been named as an additional
insured on the certificate of insurance?

• Are you comfortable with the limits on the certificate
of insurance in the event something happens?

• Does the certificate of insurance include policy dates?

• As the sponsor, if possible, has your company secured
hold harmless and indemnification agreements from
the organization you will sponsor?

• If alcohol will be served, has your business set guide-
lines as mentioned previously?

• Will alcohol be served by professional bartenders?
Will non-alcoholic beverages and food be available?

• If the event includes children, has your business
taken steps to provide a safe and secure environment
for them?

• Is the staff responsible for caring for the children
knowledgeable and adequately trained?
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Your Opinions Welcome!
To make this newsletter as valuable as possible, we welcome your ideas and suggestions. If you have any feedback 
on this issue or story ideas for future issues, e-mail them to Industry Program Manager Matt Hudnall at
matt.hudnall@thehartford.com. 

Contact Us!
To learn more about what The Hartford offers small and midsize financial services companies, visit us at 
mb.thehartford.com/financialnews.

The information provided in these materials is of a general nature, based on certain assumptions. The content of these materials may omit cer-
tain details and cannot be regarded as advice that would be applicable to all businesses. As such, this information is provided for informational
purposes only.  Readers seeking resolution of specific safety, legal or business issues or concerns regarding this topic should consult their safety
consultant, attorney or business advisors. The background presented is not a substitute for a thorough loss control survey of your business or
operations or an analysis of the legality or appropriateness of your business practices. The information provided should not be considered 
legal advice. 

The Hartford does not warrant that the implementation of any view or recommendation contained herein will: (i) result in the elimination of
any unsafe conditions at your business locations or with respect to your business operations; or (ii) will be an appropriate legal or business prac-
tice. Further, The Hartford does not warrant that the implementation of any view or recommendation will result in compliance with any health,
fire, or safety standards or codes, or any local, state, or federal ordinance, regulation, statute or law (including, but not limited to, any nationally
recognized life, building or fire safety code or any state or federal privacy or employment law). The Hartford assumes no responsibility for the
control or correction of hazards or legal compliance with respect to your business practices, and the views and recommendations contained
herein shall not constitute our undertaking, on your behalf or for the benefit of others, to determine or warrant that your business premises,
locations, operations or practices are safe or healthful, or are in compliance with any law, rule or regulation. 
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