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THIS ENDORSEMENT CHANGES THE POLICY.  PLEASE READ IT CAREFULLY. 
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SEXUAL MISCONDUCT LIABILITY ENDORSEMENT 

 
This endorsement modifies insurance provided under the following: 

 
BUSINESSOWNERS COVERAGE FORM 

 
SCHEDULE 

 
Sexual Misconduct Liability Annual Aggregate  
Limit Of Insurance: 

$  

Supplemental Limit: $  

Retroactive Date:   Extended Reporting Period 

Information required to complete this Schedule, if not shown above, will be shown in the Declarations. 
 
For the purposes of the coverage provided by this 
endorsement, Section II – Liability is amended as 
follows: 
A. The following is added to Paragraph A. Cover-

ages: 
 1. Insuring Agreement 
 a. We will pay those sums the insured be-

comes legally obligated to pay as damages 
resulting from an "injury" to which this in-
surance applies. We will have the right and 
duty to defend the insured against any 
"suit" seeking those damages. However, we 
will have no duty to defend the insured 
against any "suit" seeking damages be-
cause of an "injury" to which this insurance 
does not apply. We may, at our discretion, 
investigate any incident that may result in 
"injury". We may settle any "claim" that may 
result. But: 

 (1) The amount we will pay for damages 
and "defense expenses" is limited as 
described in Paragraph C.1.  Sexual 
Misconduct Liability Annual Aggregate 
Limit Of Insurance; and 

 (2) The coverage and duty to defend pro-
vided by this endorsement will end when 
we have used the applicable Sexual 
Misconduct Liability Annual Aggregate 
Limit of Insurance for "defense ex-
penses" or the payment of judgments or 
settlements. 

No other obligation or liability to pay sums, 
such as civil or criminal fines imposed on 
you or any other insured, or to perform acts 
or services, is covered unless explicitly pro-
vided for under Supplementary Payments. 

 b. This insurance applies to "injury" only if: 
 (1) The "injury" arises out of an offense that 

takes place in the "coverage territory"; 
 (2) The offense out of which the "injury" 

arose did not commence before the Ret-
roactive Date, if any, shown in the 
Schedule, or after the end of the policy 
period; and 

 (3) A "claim" because of the "injury" is first 
made against any insured, in accor-
dance with Paragraph c. below, during 
the policy period or an Extended Report-
ing Period provided under Paragraph E. 
of this endorsement. 
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 c. A "claim" will be deemed to have been 
made at the earlier of the following times: 

 (1) When notice of such "claim" is received 
by any insured and reported to us in 
writing; or 

 (2) When a "claim" against an insured is 
made directly to us in writing. 

A "claim" received by the insured during the 
policy period and reported to us within 30 
days after the end of the policy period will 
be considered to have been reported within 
the policy period. However, this 30-day 
grace period does not apply to "claims" that 
are covered under any subsequent insur-
ance you purchase, or that would have 
been covered but for exhaustion of the 
amount of insurance applicable to such 
"claims". 

 d. All "claims" arising out of "injury" to the 
same person, including damages claimed 
by any person for care, loss of services or 
death resulting at any time from the "injury", 
will be deemed to have been made at the 
time the first of such "claims" is made, re-
gardless of the number of "claims" subse-
quently made. 

B. For the purposes of the coverage provided by this 
endorsement, the following is added to Paragraph 
B. Exclusions, Subparagraph 1. Applicable To 
Business Liability Coverage: 

This insurance does not apply to: 
 a. Criminal, Fraudulent Or Malicious Acts 

An insured's liability arising out of criminal, 
fraudulent or malicious acts or omissions by 
that insured. 
This exclusion does not affect our duty to 
defend, in accordance with Paragraph A.1. 
of this endorsement, an insured prior to de-
termining, through the appropriate legal 
processes, that that insured is responsible 
for a criminal, fraudulent or malicious act or 
omission. 

 b. Contractual Liability 
"Injury" for which the insured is obligated to 
pay damages by reason of the assumption 
of liability in a contract or agreement. 

 c. Any person who actually personally partici-
pated in, directed, or knowingly allowed any 
act of “sexual misconduct”.  The Company 
shall have no duty to investigate, defend or 
settle any claim or suit brought against any 
such person as described in this paragraph. 

 d. Liability of the insured who commits or 
knowingly allows a “sexual harassment” or 
“discrimination” offense. 

C. For the purposes of the coverage provided by this 
endorsement, Paragraph D. Liability And Medi-
cal Expenses Limits Of Insurance is replaced by 
the following: 

 1. Sexual Misconduct Liability Annual 
Aggregate Limit Of Insurance 

 a. The Sexual Misconduct Liability Annual 
Aggregate Limit Of Insurance shown in the 
Schedule of this endorsement is the most 
we will pay in any one policy year, regard-
less of the number of: 

 (1) Insureds; 
 (2) "Claims" made or "suits" brought; or 
 (3) Persons, organizations or government 

agencies making "claims" or bringing 
"suits". 

 b. The Sexual Misconduct Liability Annual 
Aggregate Limit Of Insurance shown in the 
Schedule of this endorsement is the most 
we will pay for the sum of: 

 (1) All damages; and  
 (2) All "defense expenses" 

because of the total of all "claims" first 
made against an insured during the policy 
period. 

If the first loss payment for damages or "de-
fense expenses" under this endorsement does 
not exhaust the Sexual Misconduct Liability 
Annual Aggregate Limit Of Insurance, then the 
balance of that Limit is available for subse-
quent damage or "defense expenses" sus-
tained in but not after that policy year.  

D. For the purposes of the coverage provided by this 
endorsement, the following are added to Para-
graph E. Liability And Medical Expenses Gen-
eral Conditions: 

 1. Duties In The Event Of A Claim Or An 
Incident That May Result In Injury 

 a. If a "claim" is received by any insured, you 
must: 

 (1) Immediately record the specifics of the 
"claim" and the date received; and 

 (2) Notify us, in writing, as soon as practi-
cable. 

 b. You and any other involved insured must: 
 (1) Immediately send us copies of any 

demands, notices, summonses or legal 
papers received in connection with the 
"claim"; 
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 (2) Authorize us to obtain records and other 
information; 

 (3) Cooperate with us in the investigation or 
settlement of the "claim" or defense 
against the "suit"; and 

 (4) Assist us, upon our request, in the en-
forcement of any right against any per-
son or organization which may be liable 
to the insured because of "injury" or 
damage to which this insurance may 
also apply. 

 c. No insured will, except at that insured's own 
cost, voluntarily make a payment, assume 
any obligation, or incur any expense without 
our written consent. 

 d. If you have knowledge of an incident which 
may result in "injury" and for which a "claim" 
has not yet been received, you must notify 
us, in writing, as soon as practicable. Notice 
of an incident is not notice of a "claim". 

 2. Representations 
By accepting this policy, you agree that: 

 a. The statements in the Declarations are 
accurate and complete; 

 b. Those statements are based upon repre-
sentations you made to us; and 

 c. We have issued this policy in reliance upon 
your representations. 

 3. If You Are Permitted To Select Defense 
Counsel 
If, by mutual agreement or court order, the in-
sured is given the right to select defense coun-
sel and the Sexual Misconduct Liability Annual 
Aggregate Limit of Insurance has not been 
used up, the following provisions apply: 

 a. We retain the right, at our discretion, to: 
 (1) Settle, approve or disapprove the set-

tlement of any "claim"; and 
 (2) Appeal any judgment, award or ruling at 

our expense. 
 b. You and any other involved insured must: 
 (1) Continue to comply with Paragraph D.1. 

Duties In The Event Of A Claim Or An 
Incident That May Result In Injury Con-
dition of this endorsement as well as the 
other provisions of this policy; and 

 (2) Direct defense counsel of the insured to: 
 (a) Furnish us with the information we 

request to evaluate those "suits" for 
coverage under this policy; and 

 (b) Cooperate with any counsel we may 
select to monitor or associate in the 
defense of those "suits". 

 c. If we defend you under a reservation of 
rights, both your and our counsel will be re-
quired to maintain records pertinent to your 
"defense expenses". These records will be 
used to determine the allocation of any "de-
fense expenses" for which you may be 
solely responsible, including defense of an 
allegation not covered by this insurance. 

 4. Transfer Of Duties When Limit Of Insurance 
Is Used Up 

 a. If we conclude that, based on "claims" 
which have been reported to us and to 
which this insurance may apply, the Sexual 
Misconduct Liability Annual Aggregate Limit 
Of Insurance is likely to be used up in the 
payment of judgments or settlements for 
damages or the payment of "defense ex-
penses", we will notify the first Named In-
sured, in writing, to that effect. 

 b. When the Sexual Misconduct Liability An-
nual Aggregate Limit Of Insurance has ac-
tually been used up in the payment of 
judgments or settlements for damages or 
the payment of "defense expenses", we will: 

 (1) Notify the first Named Insured in writing, 
as soon as practicable, that such a limit 
has actually been used up and that our 
duty to defend the insured against 
"suits" seeking damages subject to that 
limit has also ended; 

 (2) Initiate, and cooperate in, the transfer of 
control, to any appropriate insured, of all 
"suits" for which the duty to defend has 
ended for the reason described in pre-
ceding Paragraph 4.b.(1) and which are 
reported to us before that duty to defend 
ended; and 

 (3) Take such steps, as we deem appropri-
ate, to avoid a default in, or continue the 
defense of, such "suits" until such trans-
fer is completed, provided the appropri-
ate insured is cooperating in completing 
such transfer. 

 c. If the circumstances described in Para-
graph 4.b.(1) have occurred, the first 
Named Insured, and any other insured in-
volved in a "suit" seeking damages subject 
to that limit, must: 

 (1) Cooperate in the transfer of control of 
"suits"; and 

 (2) Arrange for the defense of such "suit" 
within such time period as agreed to be-
tween the appropriate insured and us. 
Absent any such agreement, arrange-
ments for the defense of such "suit" 
must be made as soon as practicable. 
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 d. We will take no action with respect to de-
fense for any "claim" if such "claim" is re-
ported to us after the Sexual Misconduct 
Liability Annual Aggregate Limit Of Insur-
ance has been used up. It becomes the re-
sponsibility of the first Named Insured, and 
any other insured involved in such a 
"claim", to arrange defense for such "claim". 

 e. The first Named Insured will reimburse us 
as soon as practicable for expenses we in-
cur in taking those steps we deem appro-
priate in accordance with Paragraph 4.b. 

 f. The exhaustion of the Sexual Misconduct 
Liability Annual Aggregate Limit Of Insur-
ance and the resulting end of our duty to 
defend will not be affected by our failure to 
comply with any of the provisions of this 
Condition. 

E. Extended Reporting Period 
 1. For the purposes of the coverage provided by 

this endorsement, the following Extended Re-
porting Period provisions are added: 

 a. You will have the right to purchase an Ex-
tended Reporting Period from us if: 

 (1) This endorsement is cancelled or not 
renewed for any reason; or 

 (2) We renew or replace this endorsement 
with insurance that: 

 (a) Has a Retroactive Date later than the 
date shown in the Schedule of this 
endorsement; or 

 (b) Does not apply to "injury" on a 
claims-made basis. 

 b. An Extended Reporting Period, as specified 
in Paragraph E.1.a. above, lasts three 
years and is available only for an additional 
premium. 

 c. The Extended Reporting Period starts with 
the end of the policy period. It does not ex-
tend the policy period or change the scope 
of the coverage provided. It applies only to 
"claims" to which the following applies: 

 (1) The "claim" is first made during the 
Extended Reporting Period; 

 (2) The "injury" occurs before the end of the 
policy period; and 

 (3) The offense out of which the "injury" 
arose did not commence before the Ret-
roactive Date. 

 d. You must give us a written request for the 
Extended Reporting Period within 30 days 
after the end of the policy period or the ef-
fective date of cancellation, whichever 
comes first. 

 e. The Extended Reporting Period will not go 
into effect unless you pay the additional 
premium promptly when due and any pre-
mium or deductible you owe us for cover-
age provided under this endorsement. 
Once in effect, the Extended Reporting Pe-
riod may not be cancelled. 

 f. We will determine the additional premium in 
accordance with our rules and rates. In do-
ing so, we may take into account the follow-
ing: 

 (1) The exposures insured; 
 (2) Previous types and amounts of insur-

ance; 
 (3) Sexual Misconduct Liability Annual 

Aggregate Limit of Insurance available 
under this endorsement for future pay-
ment of damages; and 

 (4) Other related factors. 
The additional premium will not exceed 
200% of the annual premium for this en-
dorsement. 

 g. When the Extended Reporting Period is in 
effect, we will provide a Supplemental Limit 
of Insurance for any "claim" first made dur-
ing the Extended Reporting Period. 
The Supplemental Limit of Insurance will be 
equal to the dollar amount shown in the 
Schedule of this endorsement under the 
Sexual Misconduct Liability Annual Aggre-
gate Limit Of Insurance. 
Paragraph C.1.b. of this endorsement will 
be amended accordingly. 

 2. If the Extended Reporting Period is chosen by 
checking the appropriate box in the Schedule 
of this endorsement, the provisions of this 
Paragraph 2. supercede any other provisions 
of this endorsement to the contrary. 

 a. An Extended Reporting Period is provided, 
as described in Paragraph E. Extended 
Reporting Period. 

 b. A Supplemental Limit of Insurance applies, 
as set forth in Paragraph E.2.c. below, to 
"claims" first received and recorded during 
the Extended Reporting Period. The limit is 
equal to the Sexual Misconduct Liability 
Annual Aggregate Limit of Insurance en-
tered in the Schedule. 

 c. Paragraph C.1.b. of this endorsement is 
replaced by the following: 

 b. The Sexual Misconduct Liability Annual 
Aggregate Limit of Insurance shown in 
the Schedule of this endorsement is the 
most we will pay for the sum of: 
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 (1) All damages; and 
 (2) All "defense expenses"; 

because of the total of all "claims" first 
made against an insured, except 
"claims" first made and recorded during 
the Extended Reporting Period. 

 c. The Sexual Misconduct Liability Sup-
plemental Limit Of Insurance is the most 
we will pay for the sum of: 

 (1) All damages; and 
 (2) All "defense expenses"; 

for the total of all "claims" first received 
and recorded during the Extended Re-
porting Period. 

 d. Paragraph C.1.b. Sexual Misconduct 
Liability Annual Aggregate Limit Of In-
surance, as amended by Paragraph E.2.c., 
is otherwise unchanged and applies in its 
entirety. 

 e. The Extended Reporting Period will not 
take effect unless the additional premium 
for it, as set forth in Paragraph E. Extended 
Reporting Period, is paid when due. If that 
premium is paid when due, the Extended 
Reporting Period may not be cancelled. 

 F. For the purposes of the coverage provided by this 
endorsement, the following is added to Paragraph 
F. Liability And Medical Expenses Definitions 
of the policy: 

 1. "Claim" means a "suit" or demand made by or 
for the injured person for damages because of 
alleged "injury". 

 2. "Defense expenses" means payments allo-
cated to a specific "claim" we investigate, settle 
or defend, for its investigation, settlement or 
defense, including: 

 a. Fees and salaries of attorneys and parale-
gals we retain. 

 b. Fees of attorneys the insured retains when, 
by our mutual agreement or court order (or 
when required by administrative hearing or 
proceeding), the insured is given the right to 
retain defense counsel to defend against a 
"claim". 

 c. All other litigation or administrative hearing 
expenses, including fees or expenses of 
expert witnesses hired either by us or by 
the defense attorney retained by an in-
sured. 

 d. Reasonable expenses incurred by the in-
sured at our request to assist us in the in-
vestigation or defense of the "claim", includ-
ing actual loss of earnings up to $250 a day 
because of time off from work. 

 e. Costs taxed against the insured in a "suit". 
"Defense expenses" does not include salaries 
and expenses of our "employees" or the in-
sured's "employees" (other than those de-
scribed in Paragraph d. of this definition). 

 3. "Discrimination" means violation of a person's 
civil rights with respect to such person's race, 
color, national origin, religion, gender, marital 
status, age, sexual orientation or preference, 
physical or mental condition, or any other pro-
tected class or characteristic established by 
any federal, state or local statutes, rules or 
regulations. 

 4. "Injury" means bodily injury, sickness or dis-
ease, including death resulting from any of 
these at any time; mental anguish or emotional 
distress sustained by a person as a result of 
“sexual misconduct”. 

 5. "Sexual Harassment" means unwelcome sex-
ual advances, requests for sexual favors, or 
other verbal, visual or physical conduct or a 
sexual nature when such conduct: 

 a. Is linked implicitly or explicitly with a deci-
sion affecting a term or condition of an indi-
vidual’s employment; 

 b. Interferes with an individual’s job perform-
ance; or 

 c. Creates an intimidating, hostile or offensive 
working environment for an individual. 

 6. "Sexual Misconduct" is any activity which is 
sexual in nature whether permitted or unper-
mitted, including but not limited to, sexual mo-
lestation, sexual assault, sexual battery, sexual 
relations, sexual acts, sexual activity, sexual 
handling, sexual message, sexual exploitation, 
sexual exhibition, photographic, video or other 
reproduction of sexual activity, sexual stimula-
tion, fondling, intimacy, exposure of sexual or-
gans, lewd or lascivious behavior or indecent 
exposure, fornication, undue familiarity, or un-
authorized touching. 

 



SMA-1 (12-08) Page 1 of 1 

 
Sexual Misconduct Supplemental Application 

 
 

1. Does your ministry have a formal screening program designed to prevent acts of abuse or sexual misconduct, including 
background checks?  ______Yes  ______No 

 
2. Does your ministry require a staff/volunteer worker application for all members or volunteers having contact with 

minors?  ______Yes  ______No 
 

3. What is the approximate number of children involved in ministries offered by your organization? ______ 
 

4. Does your ministry require the presence of at least two adults during all child/youth ministries or activities? ______Yes  
______No 

 
5. Does your ministry have a regional or national affiliation?  ______Yes  ______No 

(If yes, please specify: _____________.) 
 

6. Has your ministry ever had an allegation or lawsuit filed against you alleging any type of abuse or sexual misconduct?  
_______Yes  _______No  (If yes, please provide details on the reverse side of this form.) 

 
7. Are you aware of any past or present situation in your ministry that could produce an allegation or lawsuit claiming any 

type of abuse or sexual misconduct?  _____Yes  ______No  (If yes, please provide details on the reverse side of this 
form.) 

 
8. Are you aware of any current employee or ministry volunteer who has ever participated in, been accused or convicted 

of, or plead guilty or no contest to any type of abuse or sexual misconduct?  ______Yes  ______No   
(If yes, please provide details on the reverse side of this form.) 

 
9. (a) Please provide details of any allegation or lawsuit charging any type of abuse or sexual misconduct filed against 

your ministry or any member of your ministry.  Please do not identify any individuals by name in this explanation. 
(Provide details on reverse side of this form.) 

 
(b) Please describe any past or present situation in your ministry that could produce an allegation or lawsuit claiming 

any type of abuse or sexual misconduct.  Please do not identify any individuals by name in this explanation. 
(Provide details on reverse side of this form.) 

 
(c) Please provide circumstances of any employee or ministry volunteer who has previously participated in, been 

accused or convicted of, or plead guilty or no contest to any type of abuse or sexual misconduct.  Please do not 
identify any individuals by name in this explanation. (Provide details on reverse side of this form.) 

 
 

Applicant’s Name:____________________________________________   Title:______________________ 
(Please print) 

 
 

Applicant’s Signature:_________________________________________   Date:______________________ 
 
 

Applicant’s Name:____________________________________________   Title:______________________ 
(Please print) 

 
 

Applicant’s Signature:_________________________________________   Date:______________________ 
 
 

Agent’s Signature:____________________________________________   Date:______________________ 
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