

CASUALTY CONCEPTS










Commercial General Liability (GL)


A basic liability policy to cover general exposures that all business face:
· From their premises & operations
· From their products & completed ops
· From personal & advertising injury
Also provides medical payments coverage and has a fire legal limit, that gives back coverage to a rented building. (Policy has an exclusion for property in care, custody, or control)
Depending on type of business, insured may need to purchase additional liability policies for best protection


GL Exposures


Premises the insured owns and operates from, their general operations including ongoing and completed jobs, products they manufacture and/or sell. Offenses that stem from personal or advertising losses.
Most often these exposures come from employees in their course of employment – vicarious liability to their employer.




Premises & Operations


Defined as liability arising out of the business location or its activities at any location





Products and Completed Ops


Defined as including any bodily injury and property damage occurring away from the premises the insured owns or rents and arising from the insured’s products or work. 
Except for products still in insured’s possession or work not completed or abandoned. (This would be premises and operations)



GL Coverage A – Bodily Injury & Property Damage

Specific limit/coverage that applies to all BI & PD that comes from the insured’s “Premises and Operations” and/or the insured’s “Products and Completed Ops”
Section II pages 48-49



Occurrence Form


A liability form that is triggered by when the claim occurred, regardless of when the claim is made against the insured.




Claims Made Form


A liability form that is triggered by when the claim is made. In order for coverage to apply, the policy has to be in force when the claim is made regardless of when the claim actually occurred*.
* Unless there is a retroactive date meaning the claim has to have happened after that date and be reported during the current claims-made policy.



Retroactive Date


Found in some claims made policies to limit the history of unreported claims being picked up on a claims made form. 
For example, a claims-made policy may have a retroactive date of 3 years ago. If a new claim is made during this claims made policy term, but it occurred 4 years ago, the policy will not respond because the retroactive day was after the occurrence.
Can be seen as a starting date for coverage under the claims made form.




GL Coverage B – Personal Injury & Advertising Injury

Provides coverage for offenses, rather than damages. The action may be intentional, but the outcome was not:
· False arrest
· Detention or imprisonment
· Malicious prosecution
· Wrongful entry or eviction
· Libel, slander, or privacy rights
· Limited infringement of copyright, title, or slogan
Section II page 50 for specific exclusions


GL Coverage C – Medical Payments


Provides for medical payments coverage to third parties regardless of fault. Must be necessary and reasonable. Pays for expenses up to one year after accident.
Section II page 51 for exclusions.


GL Supplemental Payments


All liability polices come with similar supplemental payments. The GL specifies:
· Litigation/defense, including court costs
· Pre-judgement Interest
· Post Judgement Interest
· Cost of bonds, such as an appeal bond
· Bail bonds up to $250
· Expense at company’s request
· Loss of earnings up to $250 per day


GL WHO IS AN INSURED



· Individuals, including spouse or legal successors if insured dies
· Partnership members and spouses
· LLC members and managers
· Organizations executive officers, directors & stockholders
· Trust
· Employees & Volunteer Workers
· Real Estate Manager
· Legal Representative if Insured has passed away, or Someone having proper temporary custody
· Newly acquired or formed organizations


First Named Insured



The insured whose name appears first on the policy declarations. They have the responsibilities of the policy.
Only the first named insured can make changes, the first named insured is sent the policy documents and refund checks are made payable to the first named insured




GL Per Occurrence Limit


The maximum amount that will be paid out for each occurrence. There is an occurrence limit for BI & PD, an occurrence limit for Personal & Advertising, an occurrence limit per person for Medical Payments, and an occurrence limit for Fire Legal.


GL Annual Aggregate


An aggregate is the most that will be paid out during a policy period, regardless of the number of occurrences. The GL has a general aggregate and a products and completed ops aggregate.


GL Damage to Property of Others


The GL policy has an exclusion for products in your care, custody, and control, with some exceptions. There is the Fire Legal occurrence for premises rented by an insured for fire damages. If an insured’s work causes property damage to property that is not in his care, custody or control that is covered by the policy.



Auto Liability


Liability from an auto accident. Insured has coverage for any auto when it is a personal auto policy. If there is other insurance (when driving a non-owned auto, the insured’s liability policy would be excess – insurance follows the vehicle). When it is a commercial auto policy symbols are used to notate which vehicles are covered, but either form is covering liability caused by an insured due to an auto accident.


Auto Property Damage


Property damage to others resulting from an auto accident. Property damage can be another car, a building, a light pole etc. 




Auto Split Limits


Auto liability limits that are split, defined, for what they cover. Maine minimum required limit is 50/100/25
· 50,000 BI per person
· 100,000 BI per accident
· 25,000 PD per accident
These limits are the most that will be paid out regardless the number of people or property injured and damaged in one accident.


Auto Combined Single Limits


A single limit of liability that pays for property damage and bodily injury regardless of number of people or property damaged in one claim.
Maine law minimum required CSL is $125,000
This is the most that will be paid out for one accident.



Auto Medical Payments


No fault coverage for people in the insured’s car. An insured as defined in the policy has medical payments coverage in the covered vehicle and as a pedestrian. First party coverage.



Auto Comprehensive


Term used most often on Commercial side, meaning anything other than collision and that is not excluded is covered for “Damages to Your Auto”.



Auto Other Than Collision


Term used most often on Personal side, meaning anything other than collision and that is not excluded is covered for “Damages to Your Auto” The book, and the policy, list some examples, but those are not the only things that are covered. Lets you know a couple things you may consider collision are not actual collision by the policy standard.


Auto Collision


Defined as the upset of a covered auto (which could be a non-owned auto on the personal policy) on impact with another object or vehicle.
In a hit and run situation, you must have collision coverage to pay for damages to your car.




Specified Causes of Loss





A physical damage coverage option available on commercial auto policies. An insured can select between having comprehensive coverage or having specified causes of loss. This is a named peril coverage:
· Fire
· Lightning
· Explosion
· Theft
· Windstorm
· Hail	
· Earthquake
· Flood
· Mischief
· Vandalism
· Sinking, burning, collision or derailment of a conveying transport



Uninsured Motorist Coverage



Mandatory coverage for both personal and commercial autos. On a commercial policy it is added via a mandatory endorsement. This provides bodily injury protection only for the insured in any vehicle or as a pedestrian and passengers in their car when hit by an uninsured motorist, as defined by Maine Law.
Anything that you could sue another party for, you can seek payment of under your policy. Must purchase at least 50/100 or CSL of 100,000, but if you have higher Part A – Liability to Others you can match that higher limit, must sign to reject the higher limits.


Underinsured Motorist Coverage



Auto coverage for the insured which provides payments of what is legally due (general and special) to them from an at fault party, but that party carried limits that are lower than the insured’s damages AND lower than the limit of UIM that the insured carrier.


Auto Policy Who Is An Insured



Personal auto policies provide coverage for the named insured, resident family members and permissive users. If using a non-owned auto no coverage for the owner of that auto. Also, on the uninsured/underinsured motorist there is a new class any person entitled to to receive a benefit because of injury to other insured

Business auto policies provide coverage for named insured (owners, partners members) and their employees. Has permissive use with exception of a non-owned auto – no coverage for the owner of the auto






Owned Auto


An auto owned by the named insured. An owned auto also includes autos that are leased for 6 or more months when the insured is contractually required to insure the auto.
On a personal auto you list the autos and they become “Your Covered Auto”
On a commercial auto you use symbols, which may or may not require listing the autos. 



Non-Owned Auto



In the personal auto policy used in the section describing Damage to Your Auto. A non-owned auto is an eligible auto that is not owned or furnished for regular use while it is being operated or in the care of the named insured or a family member. If the insured has an accident while in a non-owned auto will have the broadest coverage that applies to an insured auto. Coverage for the non-owned auto would be excess.
In the commercial auto policy is designated by the use of symbol 9 and in the auto dealers policy by the use of symbol 29. These are autos that the business does not own, hire, rent, lease or borrow. Typically includes vehicles owned by an employee or partner that are used in the business. The business is insured while using the auto, but the employee is not insured as the individual owning it, so if the business and the employee both get sued, the employee has his personal auto only that may or may not apply depending what type of business work he was doing.



Hired Auto


Used in the commercial and dealers auto policies by use of symbol 8 and symbol 28. Can be used for both liability and physical damage depending on business’ needs. These are autos the business hires, rents, leases, or borrows, but does not cover any employee, partners, or members vehicles. The only way for that unique class to get coverage is via the non-owned auto.





Temporary Substitute Auto


Defined as any auto the insured does not own while used as a temporary substitute while their regularly insured vehicle is:
· Broken down
· Being repaired
· Being Serviced
· Considered a loss
· Destruction of the vehicle
There is no time frame specified in the policy. Intent is that it is not a permanent replacement or new vehicle.


Newly Acquired Auto


Defined on the personal auto policy as any of the following types that you become the owner of during the policy period:
A private passenger auto
A pickup or van for which no other insurance policy provides coverage for that:
· Has a GVW of less than 10,000 lbs.
· Is not used for delivery or transportation of goods and materials unless it is incidental to your business of installing, maintaining, or repairing or for farming or ranching. 



Transportation Expense


An indirect damage coverage under auto physical damage. On the personal auto it covers both a covered auto and non-owned auto after a covered loss to provide funds to pay for alternate transportation. Policy comes with a 20/day maximum of 600/claim. Time deductible of 24 hours unless theft, which is 48 hours. 
The commercial auto policy also comes with transportation expense but only when a covered auto of a private passenger type is stolen and there is a 48 hour waiting period.




Rental Reimbursement Expense


A commercial auto optional endorsement that adds coverage for rental of another vehicle in the event of covered damage to a covered auto. 
Offered because of the restrictions of the automatic transportation expense included in the policy.






Auto Dealers Coverage Form


A combination of a commercial auto policy and a general liability policy that covers:
· Franchises and nonfranchised auto dealers
· Truck, truck-tractor and commercial trailer dealers
· Motorcycle, recreational vehicle and mobile home dealers
Uses symbols to denote coverage for autos. 21-29 and special coverage via 30 & 31. Symbol 21 offers the broadest coverage while symbol 27 is the most restrictive.


Garagekeepers Insurance



Designated by symbol 31 on a garage policy. Unique to their business risk. Specifically covers customer autos left with the insured for service, repair, storage, and safekeeping that the insured is liable for.
Insured can purchase comprehensive or specified perils and collision.
Three options:
Legal Liability – ony when insured is liable for damages
Excess – Car owner’s insurance pays fist and then insured’s policy responds for excess damages. If customer has no insurance, this will respond first
Direct Primary – pays for damage to the auto regardless of fault. Considered best coverage due to providing goodwill to customers.


Individual Named Insured


Endorsement for commercial auto policies that broadens coverage on autos to immediate family members of the named insured. The named insured must be an individual. Gives them important coverage for when they only have a commercial auto policy and no personal auto.





Drive Other Car (DOC)



Covers the insured and their spouse for autos they do not own, hire, or borrow while being used personally by the individual named in the endorsement. Crucial endorsement if the business is providing an auto to an employee who does not have a personal auto policy.







Mobile Equipment




1. Bulldozers, farm machinery, forklifts and other vehicles designed for use principally off public roads;
2. Vehicles maintained for use solely on or next to premises you own or rent;
3. Vehicles that travel on crawler treads;
4. Vehicles, whether self-propelled or not, maintained primarily to provide mobility to permanently mounted:
a. Power cranes, shovels, loaders, diggers or drills; or
b. Road construction or resurfacing equipment such as graders, scrapers or rollers;
5. Vehicles not described in Paragraph 1., 2., 3. or 4. above that are not self-propelled and are maintained primarily to provide mobility to permanently attached equipment of the following types:
a. Air compressors, pumps and generators, including spraying, welding, building cleaning, geophysical exploration, lighting and well-servicing equipment; or
b. Cherry pickers and similar devices used to raise or lower workers; or
6. Vehicles not described in Paragraph 1., 2., 3. or 4. above maintained primarily for purposes other than the transportation of persons or cargo. However, self-propelled vehicles with the following types of permanently attached equipment are not "mobile equipment" but will be considered "autos":
a. Equipment designed primarily for:
(1) Snow removal;
(2) Road maintenance, but not construction or resurfacing; or
(3) Street cleaning;
b. Cherry pickers and similar devices mounted on automobile or truck chassis and used to raise or lower workers; and
c. Air compressors, pumps and generators, including spraying, welding, building cleaning, geophysical exploration, lighting or well-servicing equipment.



Workers Compensation Policies



Considered an exclusive remedy. Employees give up their right to sue their employer for work related injuries, and employers cannot use any defense. Covers work related injuries.

There are no limits listed in this section of the policy – all medical expenses are paid and wages are paid subject to current state laws.



Who is an employee for WC?



The working relationship, not how paid, determines employee status
· Does the employer exercise control over the person performing the work?
· Is the nature of the work consistent with the overall type of work of the business?
· Is the person paid a wage or compensation by the employer?
· Does the business have the right to hire or fire the person?
· Does the business furnish the materials necessary for the person to perform the task?


Compensation



Workers are compensated for all medical expenses – paid directly to provider.
If workers are unable to work or unable to work their regular job and they are not making the same wages, pays for their disability by supplying income. NOT Disability insurance.





Work-Related



Injuries covered
· Arises out of and in the course of employment
· Regular Work Shift
· Traveling for Business Purposes, Even Outside of Regular Hours
Does have exclusions
· Sustained from a private, group or employer sponsored carpool or ride share
· Employee intoxication or willful disregard of safety
· Mental Injury with exceptions
· Non work injury that is not related to a prior WC Injury
· Diseases
Due to causes and conditions characteristic of a particular trade, occupation, process or employment and that arises out of and in the course of employment


Other States Insurance


A policy section that provides coverage in other states that are new or incidental to the employees work or travel. Must be listed in 3C. for coverage to apply.
The injured employee can choose to have their benefits paid according to the laws of their home work state or the state where injured. If the state is not listed in 3C the employer makes up the difference in payment between the limit for the home state and the injured state.




Employers Liability



This part of the policy is not worker’s compensation but an optional liability coverage.
· Claims by employees not subject to WC
· Illegal or exempt employment
· Claims by others for liabilities to insured's employees
· Third Party Over
· Dual Capacity
· Parent-Subsidiary Relationships
· Claims by relatives of injured employees for consequential damages
· Loss of consortium or companionship
· Umbrella can provide excess



Premium Determination


Employees are assigned a classification based on their job description and employers pay a rate based on their estimated payroll.
This is an deposit of premium policy and is subject to audit.
An employer may be eligible for credits or surcharges based on an experience modification factor. This compares their average losses against national average losses of the same type of business.




Employee Theft or Dishonesty


Provides coverage for loss or damage to money, security and other property resulting from dishonest acts or theft by an employee. Employee doesn’t need to be identified and could be acting in collusion with other people. This is the only crime coverage that applies to an employee and all property forms exclude losses caused by an employee. Within the definition of employee, a terminated employee is covered for up to 30 days after termination.
If an employee commits forgery or alteration it is still covered by this policy part. Only way to get any coverage for acts of the employee.



Theft


The unlawful taking of money, securities, or other property to the deprivation of the insured. Could be from a burglary or a robbery.
Automatically provided on all HO policies, only available by endorsement on DP, and only available on the special form for commercial forms. However, the commercial form policy excludes all losses to money. Only  way to cover money, via theft or destruction, on a commercial based form is with crime policies.




Robbery



The unlawful taking of property from the care and custody of a person by one who has caused or threatened to cause that person bodily harm or committed an obviously unlawful act witnessed by that person.

(Remember with robbery there are always at least two people, which can be remembered as robbery includes the robber and me.)




Burglary


The taking of property by a person unlawfully entering or leaving the premises, as evidenced by signs of forced entry or exit. 
No one was a witness, for businesses usually takes place when closed.
The crime form has a specific coverage called safe burglary of other property which only provides coverage for property other than money and securities from a safe. Damage to the safe is also covered.


Forgery & Alteration



A crime coverage option that provides coverage for loss by forgery or alteration of checks, drafts, promissory notes, or other similar written promises made or drawn against the insured’s accounts due to dishonest acts.
Forgery means signing someone else’s name and alterations includes any changes from the original issued draft.





Mysterious Disappearance



The broadest form of theft and destruction coverage. Mysterious disappearance is not defined within the crime policy but is used in the insurance industry. It means an unexplained absence of covered property without any actual evidence of theft. While it is not an actual crime, some policies may provide coverage. The crime policy includes it as part of the Inside the Premises – Theft of Money and Securities. This coverage part also covers money for physical damage, such as fire (remember money is excluded on all commercial property forms, except crime),
Many Inland Marine policies will also provide mysterious disappearance coverage for scheduled items.




Surety Bond



A three-party agreement between a principal, obligee and the surety. The principal is the one needing a bond as a promise to perform. He is promising himself to the obligee. The obligee wants to be assured of the promise, which is where the Surety comes in. The surety guarantees performance. 
If the principal fails to perform his duties under the contract the surety will make a payment to the obligee for any extra costs assumed because of the breach of that promise. However, the surety can now collect any money paid to the obligee from the principal – has recovery rights.


Fidelity Bond



Is a type of crime coverage. Like a surety bond you have three parties, but that is the only similarity. The surety here pays out just as an insurance policy would – with no recovery rights. If an employee commits a crime that is covered by this bond, coverage for that employee ends.





Errors & Omissions (E&O)


The most commonly used professional liability policy term. We use the term E&O when providing a professional liability policy to insurance agents, architects, attorneys, barbers, and beauticians, etc. This is a policy that pays for damages that arise from accidents in rendering their work or failing to render professional services.
For example, an insurance agent may rewrite a client’s homeowners coverage with a new carrier, but failed to see they had $100,000 increase in other structures, so when that client’s garage burns down they do not have enough coverage due to the agent’s error and could put in a claim for their failure to render professional service.
Professional liability policies tend to be written on a claims made basis.





Medical Malpractice



A professional liability policy that pertains to physicians, surgeons, dentists, veterinarians, and nurses.
A doctor who fails to diagnose a medical condition, a dentist who pulls out the wrong tooth, etc. Any errors or omissions in their professional services.






Directors & Officers (D&O)



A professional liability policy that covers directors and officer of corporations, or other business entities. 
A board member may not tell the stockholders about another business’s upcoming sale as she knows her brother wants to purchase it, a board may misappropriate funds of the stockholders, etc.





Consent to Settle Clause



A unique condition found in most professional liablity policies. Typically, the insurer is the one who has settlement rights. When a policy contents this clause, the insured must give their consent before the insurance company can agree to settlement terms.
The reason is that it is your reputation at stake, so if you feel you did not do anything wrong you wouldn’t want to settle a claim, which can be seen as an admission of guilt.
Many policies will include an condition known as the hammer clause, where if the insured does not consent to the settlement and then loses in a trail, the insured is responsible for the difference between the amount that would have been paid had they settled and the amount now due from the judgement.



Employment Practices Liability (EPLI)



A policy that covers employees against wrongful acts, discrimination and sexual harassment from the employer or other employees. Excludes criminal acts, law violations, intentional injury, strikes and lockouts and any termination due to business decisions.
Covers the employee against claims by workers that their legal or civil rights have been violated – there are some limitations in coverage when it comes to the Americans with Disability Act. 


Cyber Liability



Protects businesses from liability, intentional or not, that results from the collecting and storing of secured data of their clients repairing or replacing computer systems, ransom costs or awards, cost of notifying clients and any lawsuits because of.
Hackers, encryption of information, holding confidential information hostage, “white knights”, stolen laptop, etc.
First Party covers the insured for their actual expenses and third party covers expenses owed to others because of the insured’s actions



Data Breach



Or data security breach coverage provides reimbursement for fees, costs, fines, penalties, and other expenses incurred by the insured which are related to or disclosure of another person’s or organization’s confidential or personal information. This includes things such as patents, trade secrets, processing methods, customer lists, financial information, credit card information or any other type of nonpublic information.

Examples include the Target and Equifax breaches, one part of settlement in this type of loss is the business providing credit monitoring for the impacted parties.


Funds Transfer Fraud Coverage


Protects the insured against loss of funds due to fraudulent instructions received by a financial institution to pay money from their account to another’s
· Written instruction
· Cable, telephone, fax instructions
Computer Systems Rider protects the insured from losses that initiate through the financial institution’s computer network




Liquor Liability


· Establishments that manufacture, sell, distribute or serve alcohol beverages need this special liability coverage
· Provides the business coverage in the event that an intoxicated customer causes damage after buying or consuming the alcohol provided to them
· The third party person who suffers bodily injury damages by the intoxicated person can sue that person but also the business for any negligence in providing the alcohol to them



Umbrella


A stand alone liability policy. Designed to provide an excess coverage for underlying policies. The territory is world wide and some definitions are different so in addition to providing excess protection it may provide broader coverage. When the umbrella provides coverage but the underlying does not there is a self-insured retention that applys, like a deductible. 
The insured must maintain their original underlying limits. Any reduction in those limits means the insured will make up the difference in any covered claims.



Excess Liability



A policy that provides true excess coverage. Whatever policy it is providing the extra layer over, it follows exactly. If the underlying policy covers something the excess layer also covers it, if the underlying does not cover something, the excess policy also does not cover it.









Indemnity


[bookmark: _GoBack]
In general means security or protection against loss or other financial burden, to be made whole.
In certain policies it may state that the insurer may also pay the defense cost for an indemnity. In this case an indemnity is a party who is not an insured but is under contract to provide goods or services to the insured. For this coverage to apply both the insured and the indemnity must be named in the same lawsuit and the liability assumed must be covered by the insurance policy.
For example – contractor, subcontractor, supplier. A downward chain.


Deposit Premium



Also called an estimated premium. Used for policies that are written on a reporting basis, meaning the insured cannot know what the actual exposures will be and must make a best guess. At the end of the policy the actual exposures are reported to the insurer and the deposit premium is adjusted to the actual premium to account for the actual, reported exposures.
Worker’s compensation policies are first written with a deposit premium based on the insured’s expected payroll for the upcoming year.



Audit



The insurer has the right to audit an insured’s book and records. Typically done for reporting policies as a means to accurately collect the actual exposures. It is the official accounting and examination of the insured’s records to develop the final premium.
The insurer may request the insured to submit documents or the insurer may send an auditor to the insured to view in person.




Certificate of Insurance



A proof of insurance coverage form that is created after a policy has been issued. It is a snapshot of coverages in force.
Typically issued for commercial clients to show that they have liability coverage in order to enter into contracts to perform work.




Damages


The money amount assigned by a court or issued as a settlement to compensate an injured party due to legal liability. 




Compensatory Damages



Payment for the actual losses that occurred as a result of legal liability.
· Special
· Direct and specific expenses. Things you would have an actual bill for.
· General
· Subjective amounts to compensate for pain and suffering, loss of consortium, emotional trauma.





Punitive Damage



Monetary amount designed to punish the negligent party for gross negligent acts or repeated offenses. This goes above the actual cost of the loss.
Some insurance policies will not provide coverage for punitive damages because it negates the purpose of the punitive charges.





Supplementary Payments


Payments made in addition to the policy limit. A liability policy typically includes:
· Bail Bonds up to $250
· Expensed incurred at insurer’s request
· Appeal Bonds
· Loss of Earnings 
· Cost of defense
· Interest on judgements



Notice of Claim



Policy conditions require prompt notice of claim, especially for liability losses. This allows the insurer to take action to mitigate damages. The insured provides details of the possible loss to the insurer so they can have a record of it to start necessary investigation and settlement options.








Legal Liability


When an insured is legally liable for a covered cause of loss by the insurance policy the insurer will defend, even if groundless, and pay settlements up to the limit of liability. Legal liability means:
· Negligence
· Vicarious Liability
· Absolute Liability
· Strict Liability
