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We have developed a very strong and viable club over these last few years, and as such need to stay abreast of all issues affecting us. The issue of liability was raised recently by some members who were concerned about the apparent lack of any liability insurance for the West Side Wine Club.
Seeking legal advice on this important issue, Board Officers Don Robinson, Luna Hauser and Bill Spiller along with Craig Bush, met two weeks ago in downtown Portland with liability attorney, Stephen Bush, of Schwabe, Williamson & Wyatt.
Briefly, we discovered the most effective way to reduce liability risk in organizations such as ours was to have every board member and any event host take the time to review and set the liability portion of their Homeowners Insurance policy to at least $500,000.
In addition, we were advised to have all members (and guests at hosted events) sign a Release of Liability Waiver Form (see attached). The club will commence this process starting with the upcoming summer picnic on Sunday, July 20th. This waiver will be required for attendance. Our eventual goal will be to have the waiver signed only once every year, typically upon the annual payment of dues by the membership. We’re hoping to keep this as simple as possible. We appreciate your understanding and support on this matter.
In case you’re interested, what follows is a more detailed summary of Stephen’s invaluable, pro bono advice.
After a series of brief questions about the WSWC, Stephen concluded the WSWC is an ‘unincorporated association’ with no corporate shield and with liability similar to a fraternity. He agreed the presence of alcohol at most of our events would naturally increase the risk of an accident.
In the event of an accident, the victim(s) and/or their heirs would typically be advised to sue:
• The location’s owner and/or party host
• The club’s officers (who gave visible agency authority)
• The suppliers of the alcohol
• The ‘best’ insurance policies like Homeowner’s
The most common litigation path in liability cases is to pursue the ‘Social Host’ theory; whereby, the plaintiff must prove that one of the following three exceptions occurred:
1. The guest causing the accident had a known drinking problem, or
2. The guest had a known medical problem, or
3. The guest was a minor.
We then asked Stephen how we could protect ourselves.
Even if we were to incorporate, since the club has few assets, Stephen explained how that action would do little to reduce liability.
Stephen also discouraged us from pursuing Corporate General Liability (CGL) insurance coverage such as Directors and Officers liability insurance, since they may have limitations to cover court costs when the case does not end in a claim. The majority of cases end up with no settlement but may involve weeks, even months, of legal wrangling generating thousands in fees that still must be paid somehow by all parties involved.
According to Stephen, the best way to cover the legal costs of frivolous lawsuits and their potential claims is through Homeowner’s Insurance policies. He advises that each board member and the host of any event should carefully review their individual homeowner’s policy with their agent. They need to ask about getting a secondary policy that acts as an umbrella of excess liability. Make sure this additional coverage does NOT include an exclusion for alcohol. Ask your agent to provide you with appropriate and adequate coverage levels and get their quote in writing.
Lastly, most of the claims described above assume damages to a third party outside of the WSWC, and that third party is the one who typically sues. Litigation between club members may also occur, but the most effective way to reduce such liability claims is to institute release of liability waivers, that must be signed by all members (and guests) and administered annually during dues renewal and during the new member application process.
Signed,
Don Robinson
Luna Hauser
Bill Spiller
Craig Bush
