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	6.1 Rotary Insurance

The insurance package held by Rotary District 9940 (for 2004-2005) comprises: -

· Public Liability Insurance – covering legal liability to third parties for property damage or injury…

General Indemnity                                     $5,000,000: Excess $250

Products Liability 

(Worldwide excluding USA & Canada)    $5,000,000. Excess  $250

EXTENSIONS INCLUDED:    

Property in Care, Custody or Control           $100,000. Excess: $250

Landlords Liability   

Tenants Liability               

Product Withdrawal Costs 75% Maximum     $75,000. Excess: $2,500

Forest & Rural Fires Act                               $250,000. Excess:   $250

Punitive & Exemplary Damages                $1,000,000. Excess:   $250

Bailees Liability                                            $100,000. Excess:   $250

· Association Liability - covering club officers and individual members against “wrongful acts” for which they may be held legally liable. $1,000,000 Any One Claim. Excess: $1000 each claim.

· Fidelity Insurance – covering misappropriation of Club or District funds by office bearers/ club members/employees. $100,000 cover. Excess: $5,000 each claim.

· Statutory Liability Insurance – covering legal defence costs, reparation awards & fines (except under OSH) for prosecutions under government statutes $500,000 cover. Excess: Nil. Note no cover available for criminal prosecutions.

This is a summary of cover only. Policy exclusions and conditions can apply. A full policy wording is available on request.

  Note the following requirements: -

· Please avoid accepting contractual liability (hire agreements, event management contracts and the like and particularly avoid ‘Hold harmless agreements’ with other parties).

· Please give notice of any loss, damage or incidents that could give rise to a claim when it comes to your knowledge.

· Under no circumstances should you accept liability after loss or damage.      

Cover is not automatic for ALL Rotary activities. Please contact the District insurance broker, Gary Dome at Crombie Lockwood Insurance Brokers, on phone 06 350 2556 (ddi), Fax 06 356 9024 or email gary.dome@crombie.co.nz if you have any concerns. 

The sort of activities that need be to be declared are those involving motor vehicles, marine craft or aircraft, fireworks or explosives or any activity that could be considered of high risk. 

If in doubt make contact prior to the event.

Examples of potential claims on Rotary District 9940 Clubs

The following examples are all fictitious and are a very random selection of the types of insured losses Clubs may face. There are many other examples and also many loss types that are not insured or insurable. This is purely to give an idea of the wide range of exposures faced.

Damage caused to other peoples property

A Rotary Club spends time in a shopping mall selling raffle tickets, running a coin trail or running a Rotary Awareness stand. Someone is manning that stand with a heater to stave off the cold. The heater is kicked over and a fire results that spreads within the mall. The subsequent claim for physical property damage and loss of profits for businesses forced to close whilst repairs are carried out tops $1,000,000.

Damage to property in a Rotary Club’s care or control 

A Rotary Club runs an art exhibition and art sale. An art gallery or art collector lends the club some artworks to place on display. During the display a piece of artwork is stolen and the Rotary Club is held responsible for not having sufficient security in place. The painting is worth $20,000.

Forest & Rural Fires Act liability

A Rotary Club runs a Christmas function and BBQ at park or reserve out of town. A spark escapes the confines of the BBQ area and alights some nearby dry vegetation. The fire takes off and threatens native bush and/or nearby pine plantations. Helicopters with monsoon buckets are despatched and the fire takes some hours to bring under control. The damage caused and fire fighting costs total $50,000.

Punitive /exemplary damages liability

A Rotary Club runs a triathlon. The weather is marginal but it is decided to proceed. During the race the weather deteriorates and a competitor spills out of their kayak due to rough water conditions. Despite cover for compensation being available under ACC relatives take a case for “punitive/exemplary damages” against the Club. They seek a lump sum of $250,000. In this example the relatives lose the case but the Club still faces $80,000 in legal defence costs.

Statutory Liability 

As part of an exercise for RYLA participants a Rotary Club organises a team-building event, which includes a flying fox. The fox is rigged and manned by a club member who has had some previous experience but he accidentally mis-rigs it causing the participant to smack into a tree cracking their skull and severely injuring them. OSH investigates and decides to prosecute. The club incurs $25,000 in legal costs defending itself, the court awards $10,000 to the injured party and fines the Club $10,000 (note: the fine legally cannot be insured).

Other Statutory Liability

A Rotary Club imports a ‘Gadgette’ from China as it is cheap, attractive and looks like it could be on sold at a good profit for the Club. The ‘Gadgettes’ duly arrive and are sold but within a month a purchaser commences proceedings in the District Court under the Consumer Guarantees Act 1993 claiming the goods are dangerous and are not fit for the purpose intended. The  Club is fined $15,000.00 and is ordered to pay costs of $8,000.00.
Liability for “Wrongful Acts”

A student on a NZ-Australia matched student exchange alleges they have been molested or assaulted and the Rotary Club is held responsible for not ensuring their safety. The Club is sued for $100,000 for mental anguish and faces significant legal defence costs.

Liability for “Wrongful Acts”

A Rotary Club embarks on an ambitious commercial enterprise as an ongoing source of funds. The business takes off and grows in size, additional stock is purchased and staff employed. After 18 months a dramatic change in market conditions occurs and the enterprise fails leaving creditors owed significant amounts of money. The Rotary Club members personally are held responsible and liable.

Fidelity Of Club Members

A Rotary Club discovers that over several years the previously trusted Club Treasurer has been siphoning off Club funds to his own account and covering his tracks in the annual accounts. The estimated defalcation amounts to $80,000.

6.2 Notes on Incorporation: Incorporation- advantages and disadvantages

What is a Corporation:
A corporation is a legal entity that can exist separately from its owners.  Creation of a corporation occurs when properly completed articles of incorporation are filed with the proper authority..

What are the advantages of incorporation:

One of the primary advantages of incorporation is the limited liability the corporate affords its shareholders.  Typically, shareholders and directors are not liable for the actions and obligations

of the corporation; thus the creditors will not come knocking on the door asking shareholders or director to pay  debts of the corporation.  

In a partnership or sole trader, the owner’s personal assets may be used to pay debts of the business.

Maintaining the limited liability of a corporation requires that the shareholders and directors are required to follow all the rules of governess, including holding annual meetings, maintaining meeting minutes.

Other advantages:

(1) a corporations life is not dependent upon its members a major feature of a corporation is that it has an unlimited life.  If an owner dies or wishes to sell his or her interest, the corporation will continue to exist and do business.

(2) Ownership of a corporation is easily transferable.

(3) A corporation possesses centralised management.

What are the disadvantages of incorporation:

The primary disadvantage to a corporation is double taxation, however this will not apply in the case of Rotary as it is a non profit organisation

Other disadvantages are:

There is more complexity and expense with forming a corporation.

There more extensive record keeping requirements

What is the organisational structure of a corporation:

There are 3 basic groups.

(1) A corporation is owned by SHAREHOLDERS, however they do not directly manage the corporation.

Instead they influence corporate decisions through indirect methods su as electing and removing directors, approving and disapproving amendments to the articles of incorporation and voting on major corporate issues.  

(2)) The DIRECTORS, who comprise the ‘Board of Directors’ are responsible for managing the affairs of the corporation.  Usually, directors make only the major business decision, supervise and appoint the officers who make the day to day business decisions.

Note that a shareholder can serve on the board of directors and as an officer, on most occasions one person is enough to form a corporation.
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