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 SEQ CHAPTER \h \r 1   BUSINESS INSURANCE FOR ENTREPRENEURS

(Property/Casualty)

First and foremost, select an insurance agent with experience in business insurance.  Those agents who concentrate on personal auto and homeowners or those who are captive to a single insurance company may not have this experience or a sufficient variety of product to offer.  For more comfort, request bids from two or three different agencies and select the proposal that best fits your needs and your budget.  Make sure that the bids show all the values and limits that you and the agent agree upon as well as the basis for development of any premiums that depend on variables, such as receipts or payroll.  Also ask for the Best’s rating for the companies proposed by the agent.  You should not be comfortable with any company that is not rated “A+”, “A” or “A-”.  This leads to the obvious, that you should read your policies and understand what is covered and what isn’t and not just what your insurance agent tells you.  Fortunately, most business insurance policies are now written in what is called “plain language”.  Though to many this is an exaggeration of the truth, they are at least less impenetrable than they used to be.
Property and Casualty Insurance for a small business is generally a “package” of two or more of the following broad categories and tailored for the needs of the enterprise: Property, Liability, Crime, Inland Marine, Automobile, Umbrella and Workers’ Compensation.  Specific Policies covering unique exposures normally excluded in package policies are also available.
Property Insurance-This category may include all “real” and “business personal property” as well as loss of “business income” and “extra expense” (for relocation or other unusual expenses) should the business property be damaged or destroyed by an insured peril.  The modern standard for such coverage is an “All Risk” basis, which covers virtually everything that might happen to the property except those perils that are specifically excluded.  Obviously the buyer must be familiar and comfortable with these exclusions.  The amount of coverage should be sufficient to make the buyer whole in the event of a total or partial loss.

Liability-This part is generally written on a comprehensive basis including incidents that might occur on the insured’s premises, claims for bodily injury or property damage from the use of the insured’s products or operations off premises, actions of independent contractors and certain claims for bodily injury or property damage resulting from contracts entered into by the business.  “Medical payments” coverage in a modest amount is usually provided, without evidence of liability, for first aid to claimants (other than employees) who may be hurt on the insured’s premises.  The limit of liability purchased should be sufficient to protect the assets of the business and the owner’s personal assets if the business is other than a corporation or LLC.  In today’s litigious climate, $1,000,000. would be a minimum amount.  (See comments on “Umbrella” policies.)

Crime-Property policies written on an “All Risk” basis do include burglary or theft of the insured’s business personal property, but they do not cover loss of cash, checks or securities.  This coverage may be provided in the Crime section along with “Employee Dishonesty” to protect the business from employee theft or embezzlement.
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Inland Marine-This is a broad category that is used to more specifically insure property that is used off premises or for which broader coverage than provided by the Property section is required.  Often, specific values and a schedule of the insured property is included in the policy.  Some examples are: Valuable Papers and Records, Accounts Receivable Records, Contractor’s Equipment, Property in Transit, Computer Hardware and Software, Signs, and Fine Arts.  This is by no means a complete list.

Automobile-A business auto policy is in itself a package that may insure both liability and physical damage for all the cars, trucks and trailers (owned, leased, hired and borrowed) that are used in the business.  This policy usually includes liability protection to the business for claims arising from employees who use their own vehicles on company business or who use a company vehicle for personal use.  Employees themselves are covered if the personal use is with permission.  Medical Payments and Uninsured and Under-insured Motorists are also a feature of business auto policies.  As with any liability insurance the limits selected must be sufficient to protect all exposed assets from not only real damages for which you are liable, but also outrageous claims by plaintiff’s attorneys who may find support from a “run-away” judge or jury.  (See comments on ” Umbrella” policies.)

Umbrella-These policies are broad liability polices that fit above the liability coverage and limits that are included in both the liability and automobile categories described above.  These policies are generally no less than $1,000,000. and may go up from there in multiples of $1,000,000.   They do require that the underlying insurance be no less than $1,000,000. on auto and no less than $500,000. or $1,000,000. on other liability.  As the likelihood that your business would ever have a claim that would exceed the limits in your underlying policy is small, these policies are relatively inexpensive and little to pay to sleep well at night.

Workers’ Compensation-This is a state-required insurance if you have 5 or more full or part-time employees (1 employee if you are a contractor) at any one time. Even if your business falls below the specified number of employees it is prudent to buy this insurance.  First, you want to compensate your employees should they have an injury or be disabled on the job and second; you don’t want to face a suit from an employee who claims you have been grossly negligent in not providing a safe workplace.  The premium for these policies is based on payroll with a rate that reflects the exposure, e.g., a contractor will pay a higher rate than a florist’s shop.

Specific Policies-The policies and categories we have described above will usually contain exclusions of no concern to most buyers of insurance, but may be important areas of coverage for your particular business.  Just a few of these you might have to consider are Flood Insurance for your real and business personal property (your business is located in a designated flood plain), Pollution Liability Insurance (you own a service station with underground tanks) or Earthquake Insurance (your business is located near a fault zone).  Professional Liability or E & O Insurance may be required if you are in certain businesses.  Software developer and Real Estate agent are just two of the diverse professions that call for this specialty coverage. These are just examples; generally speaking you can insure against almost any contingency, however likely or unlikely it is to happen.  A decision to seek and buy such policies as these may be a function of what is the standard in your business or your concern about the particular exposure and the depth of your pocketbook.  
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