Whether you’re a seasoned producer or just beginning your insurance career, welcome aboard. We developed some customized training videos that will help you as you begin working with your team and your clients. We feature 13 core videos critical to your onboarding process. There are also several videos that are optional viewing as you begin to place more business income and workers compensation coverage. 
The videos last between eight minutes and 30 minutes and provide insight into placing that type of coverage. Because agents professional liability errors and omissions (E&O) is such a widespread problem for today’s insurance professionals, we want to ensure you view the videos to help prevent an E&O situation. The critical knowledge from our Big I expert will also help you gain technical coverage knowledge you will use throughout your insurance career. 
Again, welcome aboard. We know that in any new position, you will feel a bit overwhelmed with competing priorities. We suggest you talk with your supervisor to set a reasonable timetable to complete these videos. 
Just a warning: Reading the key takeaways and handouts (where available) does not replace listening to the videos.
Let’s begin with a look at what an E&O claim is. Simply click on the blue hyperlinks to view the accompanying videos and the PDF icons to view the handouts.  


20 minutes




Key takeaways
Defines what an error and omissions claim is: An error, a deviation, not including or disregarding something required. We face an E&O claim when we did something wrong, made the wrong decision. An omission is a passive term, we omit something we should have offered or considered. 
If you receive an E&O claim, don’t overreact. The best agencies face errors and omissions claims, and even the most highly experienced agents make mistakes. 
Do not alter the client’s file as it relates to the allegations. Resist any temptation to clarify the situation in the file. Do not change or add anything. Always document files in real-time, not after something goes wrong.
Never discuss the E&O claim with anyone other than your staff and your insurer’s claims team. Furnish documents only with approval from your E&O claims team. 
Do not make any admission or apologize to anyone. Do not offer to make any payments. Even if you feel badly, let your claims team handle the matter once you receive notice of the claim.
Once you receive notice of the claim, stay professional. If you face a deposition, your claims team will prepare you for deposition. Opposing counsel will attempt to ruffle you. Strive to stay calm and professional. 
Do not try to manage the claim on your own! If you believe an E&O claim is imminent, report the claim to your E&O carrier. They can help you through the process. They are objective and experienced.
Do cooperate with your E&O carrier after PROMPT notification of any claim. Do not do an internal investigation first; immediately report the claim, then complete any internal review as directed by your carrier.
Gather and organize all pertinent information. Don’t alter them, just send them in original form. Each team member should separately record all they can remember about the incident. This factual narrative can help your claims person. You want to avoid any appearance your team got together and created a story line. 
Avoid opinions and speculation. Do not offer emotions or feelings. Stick to the facts. 
Comply with all E&O policy conditions and requirements. 
Now let’s review some frequent errors agents make that often result in an E&O claim.
 
Dangerous Things Agents Do Every Day!
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Key takeaways
There are three key areas of danger for insurance agents.
1. Answering the question “How much coverage do I need?”
2. How being too helpful to your clients can be bad for you
3. Should we remind clients of overdue payments?
If your insured asks about coverage limits, it’s up to your client to decide. You can ask your client if s/he can sleep soundly because of an umbrella policy or higher limits. That is a great answer. Develop some scenarios with your client and provide options. If your presentation offers specific limits, this can be a problem if their limits prove insufficient. 
Have the client initial and sign a form that you told them higher limits were available. Always let your clients know if there are higher limits available. 
No matter how good your relationship is with your insured, clients often sue agents if something goes wrong. If your clients ask you to review contracts, interpret their homeowners’ association documents, or ask if they should form a limited liability company, it’s outside your licensure. Avoid being too helpful. It can open you and your agency to liability. Don’t provide answers to legal or quasi-legal questions; refer your client to his or her attorney, accountant, or the appropriate regulatory agency. 

While late-paying clients appreciate a call if they miss a premium payment, you create an expectation that you do this with all your lapsed or late-paying clients. Never get in the habit of notifying clients if their payments are late. If you have been reminding them in the past, you must now inform them in writing that you can no longer do so. Provide a date – immediately or beginning on a specific date. Even if the customer is a relative, do not make exceptions! 

Now let’s talk about the importance of certificates of insurance. This is an important one! 

The Most Basic Concepts Surrounding Certificates of Insurance
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Key takeaways
Certificates of insurance (COIs), the Acord 25, certifies to a third party that the named insured has liability coverage provided by a specific carrier. The COI provides information only. 
Never generalize coverage, simply attach a copy of any additional insured endorsement, and attach a listing of all commercial general liability forms and endorsements. Let the certificate holder request additional information.
You cannot attest to anything that you don’t know is covered in the policy. 
A certificate does not create coverage that does not already exist. Certificate holders can request clarification; however, it’s not your responsibility to offer explanations without them requesting it. All you owe is responsiveness and truthfulness and an attempt to answer reasonable questions. 	
The safest wording is “coverage is provided as is stated in the policy.” A COI gives no specifics about coverage because it’s only intended to show a policy exists. The agent has no contractual relationship with the outside party, the COI requestor. 
Do not attest to any specific contractual requests; just furnish the COI. Only the carrier can change the contractual language of the policy. 
Does the COI affect coverage? Technically, no; practically, perhaps. If the description of operations is too broad, it could be problematic. In one case, an agent wrote a specific description of operations about who was given additional insured status. The policy did not include this additional insured. Given this error, the court allowed coverage. Be careful in what you write and who you name as an additional insured.
Before you issue a COI
1. Confirm the policy is in effect and has not lapsed
2. Confirm correct current coverage amounts
3. Confirm all policy coverages indicated are in the policy 
4. Confirm any entity you list as an additional insured (A/I) is an A/I
5. Attach the A/I endorsement to the COI
A COI is for information only and should only show what the policy language covers. COIs have a huge E&O potential. 
Let’s review some of the hidden surprises of building ownership and how these “aha” moments can impact coverage

Is the Building Owner Named on the Policy Really the Building Owner?
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Key takeaways
· For most small and closely held corporations such as limited liability companies (LLCs), we cannot assume that the LLC or corporation owns the building listed as the insured’s address. Never assume that a business occupies an owned building. In most insureds’ minds, there is no separation between the business and where it is housed. However, very often, more than one person or entity owns the building. 
Drill down to ensure the policy protects each separate person and legal persons. 
Property policies will not respond to a claim if there is no insurable interest in the property. If the policy does not name the person with insurable interest, there is no coverage for that person. 
Insurable interest in real and personal property is created in one of three ways:
6. Ownership
7. Legal liability
8. Contractually, for example, a lease agreement
Very often in smaller organizations, there may be no lease agreement; the occupancy is more of a relationship/handshake relationship. (Or the owner may work out of a privately owned home.)
 Here are some solutions to avoid problems with building ownership.
9. Owners generally want the building insured on the same policy as the operation. Two methods can accomplish this; however, only one works. 
· Name the building owner as a named insured.
· Many carriers are unwilling to do this because of the breadth of the owner’s operations. Do not use this option!
· The building owner should lease the building to the business, making them (the business owner) responsible for insuring the building. Endorse the policy one of two ways.
· CP12 19 Additional Insured – Building Owner (Property)
· CP20 11 Additional Insured – Managers or Lessors of Premises
· #2 is the better method for covering the building owner’s exposure. 
Never assume ownership. Confirm by asking: “Who owns the building?” You can also search county tax records. It’s much simpler to ask, but the county site may provide many details about the building that can help you prepare before you meet with your insured. 
Next, we’ll look at the importance of correctly naming additional insureds. 

Naming Additional Insureds
17 minutes



Key takeaways
A person requests additional insured status to gain some level of protection under another party’s commercial general liability (CGL) policy. They are trying to protect themselves against liability arising out of the relationship between the parties. 
Contractors often ask for contractual risk transfer (CRT) to place responsibility on the other party. The upper-tier contractor (often referred to as the prime contractor) will ask the subcontractor to list the prime as an additional insured. 
These two methods are often required but are not the same thing. One is insurance; CRT may have other obligations for the subcontractor. 
There are many effects of adding an additional insured.
10. The per occurrence limits may not be impacted, but the aggregate limits may be.
11. The named insured must be a cause, not the cause of injury or damage in most current policy forms.
12. The additional insured may find coverage even if the carrier excludes the named insured.
13. A/I status does not solve the waiver of subrogation importance.
14. Allows the A/I to find coverage by ISO’s Primary and Noncontributory endorsement.
If additional insureds may have liability, they may also be involved with their insurer. 
You should attach a waiver of subrogation endorsement even though they are A/Is. It has a more formal name, CG 24 04, officially called Waiver of Transfer of Rights of Recovery Against Others to Us. 
· When you attach a waiver, it disallows recovery against the named party. There is no policy coverage provided, it prevents the lower tier from trying to recover from the upper-tier contractor. 
Who should you add as an A/I?
15. There should be privity of contract – the carrier should cover only the party named on the policy as A/I. The contract may list other entities/people. 
16. Only those who have an ongoing business relationship with the named insured.
17. Only those whom the named insured could harm by their actions, resulting in a bodily injury, property damage, or personal or advertising injury. 
Two primary methods to extend A/I status: 
1. Listing via the CG 20 10 (premise operations) or the CG 20 37 (completed operations).
2. Automatic status using the CG 20 33, CG 20 38, CG 20 39, or the CG 20 40. These ISO forms differ. 
a. CG 20 33 (premises operations) automatic but requires privity of contract.
b. CG 20 38 (premises operations) automatic to any party required by the contract is an A/I
i. Don’t let the words “automatic” or “blanket” mislead you. 
c. CG20 39 (products/completed operations) automatic but requires privity of contract.
d. CG20 40 (products/completed operations) automatic to any party required by the contract is an A/I
Next, let’s review how to properly name your insured on their policy, 

Properly Naming Insureds: Coverage Depends on It!
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If the policy lists an incorrect name or the incorrect entity type, for example a sole proprietor versus an LLC, there may be no coverage. 
Status as an insured must exist before anything else.
The first question when evaluating coverage is “Is the person or entity suffering damage or causing loss, injury, or damage an insured?” If you don’t name the insured correctly, or the type of entity, they will not have coverage after a loss.
The insured or the employer is always a natural person or a legal person. 
The chart below found in the video of how to list the named insured at 7:38 which you can print out for reference.
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If dealing with a legal entity, check with the secretary of state in the state of domicile to determine the legal name. Name them exactly how your insureds filed them with the secretary of state. 
Assumed names such as trade names is how the entity is known in the community. If your client filed the assumed name with a licensing entity, use the DBA. Coverage applies to the legal entity, not how it is known in the community (its DBA). 
If the assume named hasn’t been filed with any licensing entity, use “trading as.”
Don’t try to accomplish anything when you name the insured. Do not use terms such as “as their interests may appear,” or “any and all past entities.” 
Do not limit coverage to a specific location. 
Don’t limit coverage with words like, “Only with respect to _________ operations.” Use endorsements if you need to do that.
The policy is a legal contract, and you cannot limit or broaden coverage by altering the named insureds on the contract. You can only do that by endorsement. 
Three keys to getting the named insured correct.
18. The insured is always a person, either a natural or legal person.
19. The entity type affects how you name the insured.
20. Understand how to apply correct named insured terminology. 
Next, we’ll look at replacement cost coverage and how to explain it to your clients.

Replacement Cost Really Isn’t! Don’t Mislead Your Clients
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Indemnification – The contractual obligation of one party (the insurance carrier) to return another party (the insured) to essentially the same financial condition enjoyed before the loss without improvement or betterment.
[bookmark: _Hlk108610129]How insurers indemnify by paying “the lesser of”
21. The “value” of the lost or damaged property
22. The cost of repairing or replacing the lost or damaged property
23. The agreed or appraised value
24. The cost to rebuild or repair with other property of like kind and quality 
Agents may explain replacement cost, an optional valuation method in the commercial property coverage. In the personal homeowner’s policy, it is the primary valuation method for Coverages A and B.
Replacement cost is not “new for old” items. There are situations where replacement cost is not available, but we don’t explain it to our insureds. 
25. The insured only has replacement costs all the time in some circumstances.
Replacement cost does not violate the principle of indemnification, even though the insured may be in a better position post loss because they received newer property for their old property. 
26. The insured pays premium for the replacement cost amount of coverage. It is the truest form of identification. 
There are some barriers to replacement cost.
· Actual repair or replacement only after the insured has repaired or replaced the property. 
· Certain property is ineligible, or you must endorse coverage onto the policy, e.g., artwork, stock, etc. 
· Governmental problems or ordinance and law can create barriers to rebuilding. Building codes in certain jurisdictions may turn a partial loss which suffers “major damage” into a total loss; however, the insurer will only pay for the damaged portion on an unendorsed commercial property policy. 
· Jurisdictional – Authority of the prevailing building code can decide if the building/roof requires total replacement. 
· Percentage – damaged beyond a certain percentage, varies by state. 
27. Coinsurance – If the insured is not insured to value, the carrier will not pay replacement cost
The ordinance and law endorsement can help cure these potential coverage shortfalls
When offering replacement cost, explain to your insured some of the problems he or she can encounter even in a partial loss to a building.
Coinsurance – Encourages the insured to insure to value compared to the statistical risk of a total loss. Coinsurance applies only to partial losses. The insurer bases coinsurance of the building at the time of the loss, not the value at policy inception. 
It’s best to insure property at 100% total insured value, but never use 100% coinsurance. Don’t let the lower rate draw you in. Property values can change, as we’ve seen in the past few years. 
28. As the coinsurance percentage increases, the rate decreases. 
29. The term “coinsurance” means the insured, if underinsured, becomes a “co-insurer,” hence the term “coinsurance.”
Now let’s look at business auto symbols under the business auto policy.

Business Auto Policy Coverage Symbols: Watch for Traps
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Symbol 1 – Any auto, it’s in the name, hired, borrowed, etc. It’s generally used, though, only for liability coverage, not physical damage. 
Symbol 2 – Can be used for UM, physical damage, owned by the named insured. If used for liability, it includes non-owned trailers attached to owned autos.
Symbol 3 – Owned private passenger “autos” only. Extends protection to newly acquired autos, trucks not “used in business” and vans.
Symbol 4 – Owned autos other than private passenger autos.
30. Combining symbols 3 and 4 equals symbol 2
Symbol 7 –Specifically described and listed vehicles. Generally, this is a schedule of vehicles of what the carrier considers not private passenger autos. Use this carefully, because especially with contractors, vehicles can change without notice. 
31. This may be the carrier’s way to extend liability, but usually used for physical damage coverage.
32. Coverage gaps can occur on newly acquired autos. Policy reads “An auto you acquire will be a covered auto for that coverage only if: 
· We already cover all autos that you own for that coverage, or it replaces an auto you previously owned that had that coverage; and
· You tell us within 30 days after you acquire it that you want us to cover it for that coverage. 
33. The gap in coverage can occur if the carrier wants you to write one vehicle on a separate policy. 
Symbol 5 – Owned autos subject to no-fault. Reserved for use only when statute requires specific coverage such as PIP or compulsory UM/UIM.
Symbol 6 – Owned autos subject to compulsory UM laws. If the insured owns a vehicle licensed or principally garaged in a compulsory UM state. If the insured has vehicles in both states, they can choose symbol 2 and 6. 
Symbol 8 – Hired auto only, rarely used alone. Leased, hired, borrowed by the named insured, no one else. Generally used with other symbols.
Symbols 9 – Non-owned autos only, for hired and non-owned and generally used with other symbols. Rarely used alone. Vehicles must be used in connection with the named insured’s business. 
Symbol 19 – Mobile equipment subject to compulsory or financial responsibility or other motor vehicle insurance law. Because subject to laws, must be insured and become defined as autos. 
Difference between 8 and 9. See chart at 11:00.
34. Key questions to ask:
· Who owns the auto?
· Who leases, hires, rents, or borrows the auto?
· Who can drive/is driving the auto?
· Allowable purpose
· Who is covered?
· Primary or excess coverage?
If an employee is driving his/her personal vehicle on business use and has an accident, the BAP covers the employer on an excess basis. The employee’s PAP is primary. The unendorsed BAP it will only provide insurance for the employer, not the employee. Attach the CA 99 33 “employees as insureds.” This extends coverage to the employee. If the liability goes into the excess, the employer’s business auto policy can subrogate back against the employee. 
Is symbol 19 necessary? The policy is worded “any other land vehicle,” so mobile equipment is included. However, most agents use Symbol 19, as well, for businesses with that exposure. If you use Symbol 1 and/or 2, they don’t need Symbol 19. Various symbols can apply coverage due to the definition of auto.
35. If 1, 2, or 4 are used for liability, you don’t need Symbol 19. If you use Symbol 7 and the underwriter doesn’t want to schedule it, you will need Symbol 19. 
36. If the insured is unsure about registration laws, Symbol 19 is a good option. The advantage is it’s equivalent to Symbol 1 for mobile equipment.
37. If they have mobile equipment, you should add 19.
Symbols 2 + 8 + 9 do NOT equal Symbol 1. Close, but not exactly like Symbol 1. 
Now let’s discover some key points of ordinance and law coverage.

Ordinance or Law Simplified
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After business income, ordinance or law is undersold and needed often after a loss. Local statues can turn a partial loss into a total loss. If an insured suffers “major damage,” the unendorsed commercial property policy (CPP) will pay replacement cost on the damaged portion but will not cover results of enforcement of any building codes.
If a building is more than four or five years, it is out of code in some way. It can be a small cost or a large cost. 
Major damage defined – “The amount of damage necessary to cause the local jurisdiction to require the entire building be brought into compliance with the current building codes.” Or “The point at which grandfathered status is removed.”
Two possible rules can apply to damage
38. The percentage rule
· Could be a percentage of values or square footage (as described by the jurisdiction). Most states apply a percentage of value. 
39. The jurisdictional authority rule
· Very subjective and can be up to the building code official and can vary from county to county
Enforcement is local, but the federal government, local jurisdictions, and historical societies, which can have pseudo-regulatory authority, can impact the loss. Although the code may be federal, the local jurisdiction interprets and oversees the ordinances.
Before ordinance and law coverage responds, there must be a direct property loss caused by a covered peril and must reach the major damage threshold and the structure is lacking in some aspect of local building code.
Coverage limitations – It will only comply with codes that existed on date of loss. After a loss in some cases, new codes will apply quickly, for example after major fires. Coverage will not extend to code changes applicable after the date of loss. 
· ISO 9/17 version of the CPP will cover up to the time of issuance of building permit; previous forms will not. 
Two key forms
40. Ordinance or Law Coverage – CP 04 05
· On the property side
· Has three coverage parts, Coverage A, B, and C
· A – Coverage for loss to the undamaged portion of the building
· B – Demolition cost coverage
· C – Increased cost of construction 
41. Ordinance or Law – Increased Period of Restoration – CP 15 31
· On the business income form
Now let’s talk about coinsurance issues in property policies.

Coinsurance: Let’s Get Down and Dirty
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Coinsurance exists to ensure the insurer obtains adequate premium for the risk. 
Insurance to Value (TIV) is used on the homeowners; coinsurance usually refers to coinsurance, but it’s often used interchangeably. 
Coinsurance requires the insured to purchase and maintain some percentage of the structure’s total insurable value (TIV) at the time of the loss.
Formula for coinsurance = Did/Should x Loss – Deductible = Loss payment
42. Should is TIV x Coinsurance Percentage
Total insurable value is at time of the loss, not when you write the policy.
43. This is the “should.”
There are various ways to calculate TIV. It is not an exact science.
See chart at 7:00 to review coinsurance differences
Coinsurance conditions and ideas
· Encourages insureds to carry higher limits of insurance compared to the statistical probability of a total loss.
· Coinsurance applies only to partial losses.
· Coinsurance based on value at time of loss, not at policy inception.
· As coinsurance percentage increases, rates decrease.
· It’s best to insure property at 100 TIV but never use 100% coinsurance.
Just ensuring adequate coinsurance is insufficient. Make sure the insured chooses an amount that covers the TIV adequately. 
Now let’s review some challenges when placing personally owned vehicles on the business auto policy 

Challenges Created When Placing Personally Owned Autos on the BAP
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Confirm ownership of every vehicle; never assume
Review any formal lease agreement
When a personal auto is leased back to the BAP, add CA 99 47
Never add a vehicle to the BAP just because they ask
When asked to add a personally owned auto to the business auto policy, ask key exposure questions. 
44. Who owns the vehicle?
45. Why would the insured want to add a personally owned vehicle to the policy?
· What is the employment relationship?
· This can happen when banks won’t allow the vehicle to be solely in the business name. Account for both individuals on the policy, or lease the auto in the corporation’s name using the CA 9947
· Desire to let the business pay for the premium. This happens frequently when young family members begin to drive, so they add it to the business auto side. 
· This is not legitimate and an improper use of the BAP. 
Ask these questions to ensure it’s a legitimate request. 
· Is the vehicle owned by an employee? If most of the driving is personal use, that may not be legitimate (a super-majority of the use).  
· Is the vehicle owner the listed vehicle’s only driver? The carrier should underwrite multiple drivers. 
· What are the employee’s duties?
· What is the percentage of business versus commercial use?
· Is the employee closely related to any owner or executive officer?
a. This can be problematic with children of executives. 
46. Review the legitimacy of the request based on the facts of the situation.
Review any formal lease agreement.
47. CA 99 47
48. Part A eliminates a claim denial related to ownership or title of the vehicle
49. Part B states the employee who leases the scheduled auto to the named insured is included as a specific (not named) insured within the Who is An Insured definition on the policy.
50. The lease should state who can and cannot use the vehicle. 
51. Without the attached CA 99 47, there’s an employee-owned gap in the BAP. See IIA.1.B(2). The employee’s personal auto policy would be primary. 
52. This applies to partnerships and LLCs.
If leased from a traditional leasing entity, attach CA 20 01
If owned/leased by someone other than the employee, attach the CA 99 16.
Now let’s discuss calculating business income coverage’s period of restoration.

Calculating Business Income’s "Period of Restoration"
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Four period of restoration objectives
1. Time to rebuild or find and move into an alternative permanent location.
2. Find, purchase, install and have operation new/replacement machinery or equipment.
3. Replace and/or replenish stock (not finished stock time in a manufacturing operation). 
4. Return as quickly as possible to the same level of “operational capability” existing just prior to the loss.
Ten factors that can affect the period of restoration.
1. Time to adjust the direct loss.
2. The development and approval of building plans 
3. The insured must find a contractor.
4. The insured must apply for building permits, which can take time to issue.
5. The contractor must arrange for the site preparation and clear the site of damaged property.
6. Time required to rebuild.
7. Time to restock.
8. Rehiring and hiring new employees.
9. Replacement of machinery and equipment. 
10. Various ordinances and government officials may slow down the loss process. 
See visual timeline at 10:00; it’s not always a linear process.
Business income is time element coverage. Almost every aspect of BI income revolves around time.
Now let’s review two key concepts in business income coverage.

Two Key Business Income Policy Concepts
16 minutes


1. Business Income
Net income (net profit or loss before income taxes) that would have been earned or incurred AND continuing normal operating expenses incurred, including payroll.
The businessowners policy limits ordinary payroll to 60 days
Looks at trend before the loss and what likely normal income would have been post loss.
Insured may have increased expenses such as overtime. The insured decides who is necessary, not the insurer. 
What is net income?
53. Net profit or loss before income taxes
54. If the risk is a manufacturing risk, this amount includes the sales value of production (potential income of available goods not sold).
55. Accountants will fill out the form differently because they define net income differently. 
Continuing normal operating expenses
56. Normal operating expenditures that continue in whole or in part during the time operations are discontinued due to a direct covered property loss. 
· Includes payroll unless altered/reduced by endorsement CP 15 10.
· Non-continuing operating expenses are not included within the definition of business income. 
· You do not need to know which operating expenses will continue when developing the business income limit. 
Insured won’t usually know which expenses will or will not continue, e.g., rent, mortgage, etc. 
2. Period of Restoration
Time period beginning after direct physical loss or damage and ending on the earlier of 
57. The date the property should be repaired, rebuilt, or replaced with reasonable speed and similar quality; or
58. The date the insured resumes business at a new permanent location.
Time period can be a claim sticking point when insured doesn’t cooperate, or a loss could include fraud.) 
CP 1556 can eliminate or reduce the time deductible of 72 hours to 24 hours or eliminate the hours.
The expiration of the policy does not end the period of restoration.
Three key period of restoration requirements
1. Direct physical loss/damage to property at the insured’s premises. An adjacent loss can cause a suspension of business operations by a covered cause of loss;
2. Loss causes suspension of business operations; and
3. Damage must arise from a covered cause of loss based on attached cause of loss form.
Objectives of the period of restoration
59. Repair/rebuild insured structure or find an alternative permanent location.
60. Locate, purchase, install and have operational machinery and stock.
61. Replace or replenish stock.
62. Return as quickly as possible to the same level of operational capability existing just prior to the loss.
Additional Business Income Learning Opportunities
If you’d like to dive deeper into business income policy concepts and learn more tips for selling and avoiding errors and omissions claims arising out of BI coverage, watch the following webinars. 

Calculating Business Income Coinsurance and Coverage Limits
14 minutes


Two Key Non-Policy Business Income Concepts
8 minutes


Understanding Extended Business Income
25 minutes


Understanding Extra Expense Coverage
15 minutes


Conquering the Business Income Worksheet Session 1 of 6
15 minutes


Conquering the Business Income Worksheet Session 2 of 6
18 minutes


‘Conquering the Business Income Worksheet Session 3 of 6
8 minutes


Conquering the Business Income Worksheet Session 4 of 6
9 minutes


‘Conquering the Business Income Worksheet Session 5 of 6
12 minutes


‘Conquering the Business Income Worksheet Session 6 of 6
17 minutes


We hope these videos will assist you in your transition into your new position. At Big I National, we’re always happy to help you in your educational efforts, as well as provide targeted support in your efforts to avoid errors and omissions claims. 
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Do’s and Don’ts of 
an E&O Claim


Christopher J. Boggs, CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS
Executive Director Risk Management and Education


What is an “Error” and “Omission”


Error: Latin for “wandering.” A mistake, poor judgement, 
deviation from accuracy. (Active.)


Omission: From the Latin word “omissus” which 
means “an omitting.” Not including or disregarding 
something required, failure to act as required. (Passive.)


Don’t Do This…


1


2
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Do Not…


…Overreact to the claim/situation!


Do Not…


…Alter the client’s file!


Do Not…


…Discuss the claim with anyone other than the 
involved staff and claims team!


4


5


6







3/9/2022


3


Do Not…


…Admit to liability or wrongdoing!


Do Not…


…Offer or make any payments!


Do Not…


…Provide any written or recorded statement without 
claims team involvement!
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Do Not…


…Allow inspection, copying or removal of client files 
without consulting with the E&O carrier!


Do Not…


…Attempt to manage the claim on your own!


What to DO!
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Do…


…Notify the carrier of a “Claim” immediately. 


Do…


…Gather and organize all pertinent records!


Do…


…Record all information about the incident/situation!
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Do…


…Cooperate with the E&O carrier!


Do…


…Comply with all policy conditions!


Christopher J. Boggs,
CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, 
AINS


Executive Director Risk Management and Education


Chris.boggs@iiaba.net
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Dangerous Things 
Agents Do – Everyday!


Christopher J. Boggs, CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS
Executive Director Risk Management and Education


Answering the Question: 
“How Much Coverage do I 


Need?”


Sometimes – It’s Never Enough


1


2


3







3/2/2020


2


How to Answer the Question


• “I don’t know, who and how many do you plan to kill?”


• “What allows you to sleep at night?”


• Just don’t do it, intentionally or unintentionally. 


Unintentionally Answering the Question
• Offering/presenting specific coverage limits ONLY!


• Not using a phrase such as, “Limits options shown are 
representative of the options available; higher limits available if 
desired.”


Being Too Helpful: 
Answering Questions 


Outside Your Licensure
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Examples of Questions No Agent Should Answer


• “Can golf carts legally travel on public roads?”
• “In an HOA, does the swimming pool have to be ADA 


compliant?”
• “I want to lease my personally-owned auto to the company, do 


you have a sample lease?”
• “What is the best form of business entity?” 
• “Is this covered by my home warranty coverage (form 


provided)?”


Notifying Clients of 
Overdue Payments


Yes or No? 


No!


7


8


9







3/2/2020


4


What if I Already Do Follow-Up?


• You can’t simply stop due to the legal theory of estoppel. 


• Notify all clients that reminders will cease. 


• Don’t make exceptions. 


• Don’t buy into a “tier” system. 


Christopher J. Boggs,
CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS


Executive Director Risk Management and Education
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The Most Basic Concepts 
Surrounding Certificates of 


Insurance (COIs)
Christopher J. Boggs, CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS


Executive Director Risk Management and Education


What is a COI


What is a COI


NOTHING!!!
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What is a COI


•A COI certifies to a third party that:
• The named insured has liability coverage
• Coverage is provided by specified insurance carriers


•A COI is a matter of information ONLY


What are the “Truths” of COIs?
• Be truthful.
• The less detail, the better; but, don’t be too vague.
• Never commit to anything that can’t absolutely be proven with 


policy language.
• Never generalize coverage. 
• Attach a copy of the additional insured (AI) endorsement.
• Attach a listing of all commercial general liability forms and 


endorsements and let the holder and/or AI ask for what they 
want to review. 


What Does the Agent Owe the Certificate Holder? 


Nothing!! There is no contractual relationship between the agent 
and the holder.


Except:
• Truthfulness
• Responsiveness
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Does the COI Affect Coverage


Technically – No


Practically – It may now, depending on what is typed in 
the Description of Operations 


Simple COI Warnings


• Always confirm the policy is in effect when the COI is issued; 
• Always confirm coverage amounts are correct (and current); 
• Confirm any/all policy coverages and/or conditions indicated on 


the COI are actually in the policy; 
• Confirm any entity you list as an additional insured is actually an 


additional insured; and 
• Remember to attach the AI endorsement to the COI. 


Ultimately…


If it’s not illegal, a misrepresentation of policy terms, or in 
violation of your agency contract, what is placed on the 
COI is a business decision.
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Is the Building Owner Named on the 
Policy Really the Building Owner?


Christopher J. Boggs, CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS
Executive Director Risk Management and Education


Who Owns the Building?


• Never assume the answer. Ask the question. 


• The business owner may not understand the realities of 
“personage.” 


• Natural person


• Legal person


Example
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George Bailey & Bailey Supply, Inc. 


• Bailey Supply, Inc.: Broom handle manufacturer operating out of 
the building at 320 Sycamore in a small town in upstate NY


• George Bailey is the president and 100% stockholder of Bailey 
Supply, Inc. 


• Building is owned by George and his brother Harry Bailey.


The Insurance Policy


• When asked, George says the building is owned by the company.  


• Commercial property policy’s only named insured is Bailey 
Supply, Inc. 


Misrepresentation or Mistake


• George likely is not attempting to mislead the insurance carrier 
or misrepresent the facts. 


• In his mind, there is no distinction between the operations of 
Bailey Supply, Inc. and his ownership of the building.


• To George, it’s all the same because he owns both the business 
and the building. 
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The Reality
• Three separate “persons” are involved. 


• Each natural person and legal person must be accounted for and 
managed separately within the insurance policy. 


• Unless each person’s exposure is properly addressed, the property 
policy may not respond to a property claim for one of two reasons:


• Lack of insurable interest; or 
• Lack of insurance protection. 


Insurable Interest
• Insurable interest exists when a “person” suffers direct financial loss as 


a result of damage to or destruction of the specified property. 


• If the “person” with insurable interest is not covered by a property 
policy, there is no coverage. 


• Insurable interest in real and personal property is created in one of 
three ways:


• Ownership: 
• Legal liability:
• Contract:


Back to the Example


• George and Harry Bailey own the building
• Bailey Supply, Inc. is the policy’s only named insured. 
• If the building is damaged or destroyed by any covered cause of 


loss, the insurer providing property coverage owes – nothing. 
• Why? The legal person listed on the policy as the named insured 


did not have insurable interest; and the natural persons with 
insurable interest are not covered as an insured in the policy. 
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The Fixes


The Options


• In most “confused ownership” situations, the owner(s) want the 
building insured on the same policy as the operation. Two main 
methods to accomplish this are:
• Name the building owner as a named insured; or


• Legally lease the building to the business.


Naming the Building Owner as a Named Insured


This is an improper option!
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Lease the Building to the Business


• The proper way to manage and cover the building owner’s 
exposure. 


• Insurable interest is created by contract. 


• Once the tenant has insurable interest by legal contract, endorse 
the policy:


• CP 12 19 Additional Insured – Building Owner
• CG 20 11 Additional Insured – Managers or Lessors of Premises


Ensuring Ownership


How to Confirm Ownership


• Search county tax records


• ASK!
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Naming Additional 
Insureds


Christopher J. Boggs, CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS
Executive Director Risk Management and Education


Purpose of Additional Insured Status


Additional insured status is requested by one party in an 
effort to garner some level of protection under another 
entity’s CGL. 


Often coupled with contractual risk transfer (CRT). 


Effects of Adding an Additional Insured
• Naming an Additional Insured does not affect the named insured’s per occurrence limits 


(necessarily), but an AI might negatively affect the aggregate limits.


• The named insured must be a (not “the”) cause of the injury or damage – in the most 
current editions.


• The Additional Insured may be covered even if coverage for the named insured is 
excluded. 


• Addresses the primary vs. excess question.


• Additional Insured status does not negate the importance of a Waiver of “Subrogation”


• Gives the AI the ability to be “covered” by ISO’s Primary and Noncontributory 
endorsement. 
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Who Should be Allowed Additional Insured Status


• Preferred that protection be limited to those with Privity of 
Contract


• Only those who have an ongoing business or working 
relationship with the named insured; and 


• Only those who could be harmed because the actions or 
inactions of the named insured resulted in BI, PD or Pers./Ad 
Injury to a third party.


Two Primary Methods of Extending Additional 
Insured Status


Specific Listing: 
• CG 20 10
• CG 20 37


Automatic Status:
• CG 20 33
• CG 20 38
• CG 20 39
• CG 20 40


Christopher J. Boggs,
CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS


Executive Director Risk Management and Education
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Properly Naming Insureds: 
Coverage Depends on It!


Christopher J. Boggs, CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS
Executive Director Risk Management and Education


Competing Issues


Two Competing Issues


• Status as an “Insured” must exist before any question of 
coverage can be tackled!


• Incorrectly extending “Insured” status places an insurer’s 
financial resources at risk!
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Coverage Flowchart


Properly Extending Insured 
Status


Extending Named Insured Status


Key Concept:


The Insured/Employer is ALWAYS a person!
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Listing the Named Insured


Assumed Names (To DBA or T/A)


1. The use difference centers around the legal position of the 
“Assumed Name.” 


2. If the “Assumed Name” has been filed with a licensing entity, use 
DBA


3. If the “Assumed Name” has not been filed with any licensing entity, 
use T/A


4. The “Assumed Name” is NOT generally required for coverage to 
apply. Coverage applies to the legal entity, not how it is known in the 
community. Neither DBA nor T/A is necessary


Unacceptable Combinations


One “person” (entity type) cannot DBA or T/A another 
“person” (entity type). 


• Tucker, Inc. DBA Boggs, Inc.


• Chris Boggs T/A Insurance Geeks, Inc.


• Miller, Inc. T/A Ryan Miller DBA Insurance Guru
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Unacceptable Terminology
• “As their interest may appear” (ATIMA)


• Omnibus wording (“any and all past entities,” “all associated…)


• “Et al” or “Etc.”


• Any specific location


• A limitation of coverage such as, “only with respect to…”


• Anything other than the natural or legal person and the assumed 
name. (“Operations conducted by Disney, Inc.”)


Keys to Getting the 
Named Insured Correct


Getting the Named Insured Correct


• Understand that the insured is ALWAYS a “person.”


• Understand that entity type affects HOW you name the insured. 


• Understand how to apply correct named insured terminology.
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Replacement Cost Really 
Isn’t! Don’t Mislead Your 


Clients
Christopher J. Boggs, CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS


Executive Director Risk Management and Education


Key Valuation Concept


Indemnification


“The contractual obligation of one party (the insurance carrier) to 
return another party (the insured) to essentially the same financial 
condition enjoyed before the loss without improvement or 
betterment.”
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How is Indemnification Accomplished


Paying “the lesser of…”:
• The “value” of the lost or damaged property;


• The cost of repairing or replacing the lost or damaged property;


• The agreed or appraised value; 
• Use of the “Appraisal” process; or


• The cost to rebuild or repair with other property of like kind and quality 
(LKQ). 


Replacement Cost


Defining “Replacement Cost”


• An optional coverage in Commercial Property. Primary valuation 
in HO for Coverages A and B


• The cost to replace damaged/destroyed property with new 
property of like kind and quality. The valuation is at the time of 
the loss.    
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RC and Indemnification


Does replacement cost violate the Principle of 
Indemnification because it places the insured in a better 
condition that prior to the loss (new stuff for old stuff)?


Barriers to Replacement Cost


• Actual repair or replacement
• Ineligible property
• Governmental Problems
• Coinsurance


Building Codes and Replacement Cost
• Insureds think “replacement cost” means they will get a new 


building for the old one. 


• Gaps in the unendorsed commercial property policy that makes 
this incorrect


• If an insured building suffers “major damage,” the unendorsed 
CPP will pay the replacement cost on the damaged portion, but 
it will not cover the results of the enforcement of any building 
codes.
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Coinsurance Conditions and Ideas
• Coinsurance “encourages” insureds to carry relatively high limits of 


coverage compared to the statistical risk of a total loss. 


• Coinsurance applies to partial losses only.


• Coinsurance is calculated based on the values at the time of the loss. 


• As the coinsurance percentage is increased, the rate goes down. 


• It’s best to insure property at 100% of TIV but NEVER use 100% 
coinsurance


Christopher J. Boggs,
CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS


Executive Director Risk Management and Education
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BAP Coverage Symbols: 
Watch for Traps


Christopher J. Boggs, CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS
Executive Director Risk Management and Education


Symbols and What They 
“Symbolize”


The King of All Symbols


•Symbol 1 – Any Auto
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“General Purpose” Symbols


• Symbol 2 – Owned “Auto” Only:


• Symbol 3 – Owned Private Passenger “Autos” Only:


• Symbol 4 – Owned “Autos” Other than Private Passenger “Autos” 
Only:


• Symbol 7 – Specifically Described “Autos”:


Gap in Symbol 7
The gap is found in the newly acquired auto provision. The policy 
reads:


2. But, if Symbol 7 is entered next to a coverage in Item Two of the         
Declarations, an "auto" you acquire will be a covered "auto" for that 
coverage only if:


a. We already cover all "autos" that you own for that coverage or it replaces an 
"auto" you previously   owned that had that coverage; and


b. You tell us within 30 days after you acquire it that you want us to cover it for 
that coverage.


(© Insurance Services Office, Inc.)


Statutory Symbols


• Symbol 5 – Owned “Autos” Subject to No-fault:


• Symbol 6 – Owned “Autos” Subject to a Compulsory Uninsured 
Motorists Law:
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“Special Purpose” Symbols
• Symbol 8 – Hired “Autos” Only:


• Symbol 9 – Non-owned “Autos” Only:


• Symbol 19 – Mobile Equipment Subject to Compulsory or 
Financial Responsibility or Other Motor Vehicle Insurance Law 
Only:


Differentiating Symbols 8 and 9


Is Symbol 19 Necessary?


Short answer – No!


Why:
1. Definition of “Auto”
2. Definition of “Mobile Equipment”


When might Symbol 19 be needed?
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Why 2+8+9     1


• Symbol 9 (Non-Owned Autos) extends protection to only those 
vehicles used in “connection” with the “You’s” business. 


• Symbol 9 extends protection for an employee-owned auto only 
when the vehicle is being used for the “You’s” business or 
personal affairs (which applies to only individual named 
insureds).


Christopher J. Boggs,
CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS


Executive Director Risk Management and Education
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Ordinance or Law 
Simplified


Christopher J. Boggs, CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS
Executive Director Risk Management and Education


Building Codes and Replacement Cost


• Insureds think “replacement cost” means they will get a new 
building for the old one. 


• Gaps in the unendorsed commercial property policy that makes 
this incorrect


• If an insured building suffers “major damage,” the unendorsed 
CPP will pay the replacement cost on the damaged portion, but 
it will not cover the results of the enforcement of any building 
codes.


Building Code Coverage Gaps
Commercial Property Coverage


• Exclusion “B.1.a.” in all three Cause of Loss Forms


• Loss Condition “E.4.b” in Coverage Form


• Optional Coverage “G.3.f.” in Coverage Form


• Additional Coverage “4.e.” in Coverage Form
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Defining “Major Damage”


• Defined as: “The amount of damage necessary to cause the local 
jurisdiction to require the entire building be brought into 
compliance with the current building codes.” Or, “The point at 
which ‘grandfathered’ status is removed.”


• Two Possible Rules:
oThe “Percentage Rule”
oThe “Jurisdictional Authority Rule”


The “Percentage Rule”


“Buildings damaged beyond a certain percentage of their value or 
square footage must be fully brought into compliance with 
current building codes.”


Could be a Percentage of:
• Values
• Square footage


The “Jurisdictional Authority Rule” 


“The authority having jurisdiction decides if the damaged building 
must be brought into full compliance with the current building code.” 


• Very subjective. 


• Methods used to establish “major damage” can vary from county to 
county. 


• Jurisdictions could use a percentage method or a “public safety” 
method, etc
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Who Makes the Rules


• Federal Government


• Local Jurisdictions


• Historical Societies


But enforcement is local!


Limitations to Consider


• The building codes to which the Ordinance or Law coverage 
applies


• What must occur before Ordinance or Law coverage responds


• The coverage limitations


Two Key Ordinance or Law Forms


• Ordinance or Law Coverage – CP 04 05


• Ordinance or Law – Increased Period of Restoration – CP 15 31
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CP 04 05 – Three Coverage parts
• Coverage A – Coverage for Loss to Undamaged Portion of the 


Building
• Pays the difference between the damage to the building (paid by the 


CPP) and the value of the undamaged portion.
• Coverage B – Demolition Cost Coverage


• Pays the cost of tearing down and removing the debris of the 
undamaged part of the building.


• Coverage C – Increased Cost of Construction
• Pays the difference between what the CPP pays combined with 


Coverages A and B and the total replacement cost.


What Does Coverage Look Like? 


Christopher J. Boggs,
CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS


Executive Director Risk Management and Education
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Coinsurance: Let’s 
Get Down and Dirty


Christopher J. Boggs, CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS
Executive Director Risk Management and Education


Why Coinsurance Exists


• Primarily to assure that the insurance carrier receives adequate 
premium for the coverage provided.


• Coinsurance requires the insured to purchase and maintain some 
percentage of the structures total insurable value (TIV) at the time of 
the loss. 


Simplified Coinsurance Calculation


Did/Should x Loss - Deductible = Payment


• "Did" (also known as Insurance Carried (IC)) is easy to decipher, that is 
the amount of coverage the insured actually purchased. 


• "Should," the Insurance Required (IR)
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Calculating “Should”


TIV x Coinsurance Percentage = Should


“TIV” Variables


• In Commercial Property “TIV” could be the property’s:
• Actual Cash Value (ACV); or
• Replacement Cost (RC)


• In Homeowners’, TIV is Replacement Cost for Coverages A and B


Actual Coinsurance Calculation


((Did / (TIV x Coinsurance Percentage)) x Loss) - Deductible = Payment
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Coinsurance Differences


Coinsurance Conditions and Ideas
• Coinsurance “encourages” insureds to carry relatively high limits of 


coverage compared to the statistical risk of a total loss. 


• Coinsurance applies to partial losses only.


• Coinsurance is calculated based on the values at the time of the loss. 


• As the coinsurance percentage is increased, the rate goes down. 


• It’s best to insure property at 100% of TIV but NEVER use 100% 
coinsurance
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Challenges Created When 
Placing Personally-Owned 


Autos on the BAP
Christopher J. Boggs, CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS


Executive Director Risk Management and Education


Personally-Owned Autos Belong on the PAP
• Confirm the owner of every vehicle (not just those being “leased 


back”) – don't assume;


• Confirm any request or need to add a personally-owned auto to 
the BAP is legitimate by asking the key exposure questions;


• Require and closely review the formal lease agreement; and


• Attach the CA 99 47


Avoid Improper Assumptions


• Never add a vehicle to the BAP auto schedule without asking 
one simple question:


"Who owns the vehicle?"
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Why??


Why would an insured want to add a personally-owned auto to 
the BAP? 
 A mistake (not understanding there are different “persons”)


 Employment relationship


 Desire to avoid PAP


Is the Request “Legitimate”


1.Is the vehicle owned by an employee?


2.Is the vehicle owner the listed vehicle's only driver? 


3.What are the employee's duties? 


4.What is the percentage of personal versus commercial use? 


5.Is the employee closely related to any owner or executive 


officer?


If the Request IS Legitimate…


• Require the creation and execution of a formal lease 
agreement; and


• Attach the CA 99 47 - Employee as Lessor endorsement.


4


5


6







3/2/2020


3


Information Required for the CA 99 47


Only three (3) pieces of information are required to complete this 
endorsement:


• The Named Insured (not the employee’s name)


• The Effective Date of the Endorsement


• A Description of the “Auto”


Coverage Provided by the CA 99 47


• Part A of the CA 99 47 eliminates any question of or claim denial 
related to ownership or “title” of the vehicle. 


• Part B states that the “employee” who leases the scheduled auto 
(scheduled on the endorsement) to the named insured is 
included as a specific (not named) insured within the BAC’s “Who 
Is An Insured” definition.


What Happens if CA 99 47 Not Attached
• The “Employee-Owned” Gap in the Coverage Exception 


II.A.1.b.(2):


“Anyone else while using with your permission a covered "auto" you 
own, hire or borrow (is insured) except:


(2) Your "employee" if the covered "auto" is owned by that 
"employee" or a member of his or her household.”
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Other “Outside Owner” Endorsements


• Leased from a “traditional” leasing entity – CA 20 01


• Owned by someone other than employee – CA 99 16


Christopher J. Boggs,
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A Formal Lease Agreement 
 
Two or three sentences stating that "Employee" owns "Vehicle" and is leasing said 
vehicle to "Company" does not constitute a formal lease. Because a lease 
agreement is a legal document subject to contract law and creates dual 
ownership of the subject automobile, specific information should be addressed or 
provided in the agreement: 
 


1. A description of the vehicle; 
2. A description of the individual leasing the car to the company (name, 


position in the company, and business purpose for adding the vehicle); 
3. Agreement by the corporation to provide insurance protection and to what 


extent (i.e. "full coverage" or liability only) and to indemnify the vehicle 
owner; 


4. Responsibility for loan payments (if any); 
5. Clarification regarding who is responsible for maintenance and upkeep; 
6. Responsibility for paying the property taxes; 
7. Non-permitted use of the vehicle (remember, the BAP carrier is providing 


24/7 coverage on the vehicle); 
8. Non-permitted users of the vehicle; 
9. The period of the lease agreement (can be indefinite); 
10. Whether financial consideration is required during the lessee (mileage, fuel, 


monthly fee, etc.); 
11. Who is responsible for paying traffic fines; 
12. The requirement that the lessor have a PAP for any other vehicles owned. If 


no other autos owned by the person, a named, non-owner policy is 
necessary to confirm the CA 99 47 is not being used to avoid a PAP. (The 
auto being added to the CA 99 47 would NOT be on the PAP); and 


13. Properly notarized signatures. (If the contract is not notarized, it is 
acceptable to have the signatures attested to and dated by a third-party 
witness.) 


 
"Acceptable" lease agreements contain information addressing points 1, 2, 3, 8, 9, 
12 and 13. If any of this information is missing, the lease is not acceptable and the 
personally-owned auto should not be scheduled on the policy. "Above Average" 
leases are those that contain everything found in an "Acceptable" lease plus 
answer "7." above. A "Superior" lease addresses all 13 points. 
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Calculating Business Income’s  
“Period of Restoration”


Christopher J. Boggs, CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS
Executive Director Risk Management and Education


Today’s Topics


• Review – 4 Key Period of Restoration Objectives
• 10 Factors Affecting the Period of Restoration
• Period or Restoration Timeline


4 Period of Restoration 
Objectives
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4 Key Period of Restoration Objectives


• Rebuild the building or find an move into an alternative 
permanent location;


• Find, purchase, install and have operational new/replacement 
machinery or equipment;


• Replace and/or replenish stock (does not include the time 
necessary to replace “finished stock” in manufacturing 
operations); and


• Return to the same level of “operational capability” existing just 
prior to the loss.


10 Factors Affecting the 
Period of Restoration


10 Factors Affecting the POR


1. Time to adjust the direct property loss;
2. Building plans must be drawn and approved;
3. A contractor must be found and hired;
4. The insured must apply for and wait for building permits to be 


issued;
5. Site preparation must be scheduled and completed, including 


clearing the site of damaged or destroyed property;
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10 Factors Affecting the POR


6. Time required to rebuild (may be adversely affected by “10.”);
7. Time required to restock;
8. Rehiring and hiring new employees;
9. Replacement machinery and equipment must be found, 


purchased, installed and made operational; and
10. Federal, state or local government may involve themselves 


following a loss. 


Period of Restoration 
Timeline


POR Timeline
The 10 period of restoration factors are not necessarily linear or in order of 
importance. 


Several steps may be able to be accomplished simultaneously.
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How to Use this Information


With the worst-case Period of Restoration you can develop:
• The Business Income Coinsurance Percentage


• The Business Income Coverage Limit 


Remember, Business Income is called Time Element coverage for a 
reason, nearly every aspect of Business Income coverage is based 
on time. 


Christopher J. Boggs,
CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS


Executive Director Risk Management and Education


Chris.boggs@iiaba.net
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Two Key Business Income 
Policy Concepts


Christopher J. Boggs, CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS
Executive Director Risk Management and Education


Two Key BI Policy Concepts


• “Business Income”


• “Period of Restoration”


“Business Income”
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“Business Income”


Net Income (Net Profit or Loss before income taxes) that would 
have been earned or incurred; and 


++++++++PLUS ++++++++


Continuing normal operating expenses incurred, including payroll


“Net Income”


NOT defined the same as it is within the world of finance!


• Business Income Form: “Net profit (or loss) before income taxes”


• In finance/accounting, “net income” means: “Gross revenue minus 
all business and production-related expenses”


If the risk is classified as a manufacturing operation, this amount 
includes the sales value of production!


“Continuing Normal Operating Expenses”
• Normal operating expenditures that continue (in whole or in 


part) during the time the operations are discontinued due to a 
direct property loss.


• Includes payroll, unless reduced or altered by endorsement (CP 
15 10)


• Non-continuing operating expenses are not included within the 
definition of “Business Income.” 


• It is not necessary to know which operating expenses will or will 
NOT continue when developing the business income limit
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“Period of Restoration”


“Period of Restoration” 


• Time period beginning after the direct physical loss or damage 
and ending on the earlier of: 


(1) the date the property should be repaired, rebuilt or 
replaced with reasonable speed and similar quality; or 


(2) the date when business is resumed at a new permanent 
location.


3 Key Period of Restoration Requirements
• Direct physical loss/damage to the insured property 


at the insured’s premises; 


• Loss causes a suspension of business operations; and


• The damage must be caused by a “Covered Cause of Loss”
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4 Period of Restoration Objectives


1. Repair or rebuild the insured structure or find an alternative 
permanent location


2. Locate, purchase, install and have operational replacement 
machinery and equipment


3. Replace or replenish stock
4. Return as quickly as possible to the same level of “operational 


capability” existing just prior to the loss


Christopher J. Boggs,
CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS


Executive Director Risk Management and Education


Chris.boggs@iiaba.net
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Calculating Business Income 
Coinsurance and Coverage Limits


Christopher J. Boggs, CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS
Executive Director Risk Management and Education


Today’s Topics 


• Calculating Business Income Coinsurance


• Calculating Business Income Coverage Limits


Calculating Business 
Income Coinsurance
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Importance and Use of the BI Coinsurance Percentage


• The business income coinsurance percentage is NOT dependent 
on the amount subject to loss; it is dependent on and calculated 
using an accurate estimation of the “Period of Restoration.”


• Once the coinsurance percentage is calculated, it can be applied 
to the 12-month business income exposure (“J.1’” or “J.2.” on the 
CP 15 15) to develop the limit of business income coverage limit 
needed. 


Calculating Coinsurance


1. Estimate the worst-case “Period of Restoration.” How many 
months will it take to return to “operational capability” 
following a worst-case scenario loss?


2. Divide the worst-case period of restoration by 12 (the number 
of months in a year)


3. The result is the recommended minimum (“developed”) 
coinsurance


ISO Coinsurance Percentages


50% 60% 70%
80% 90% 100%


125%


Requires calculating the “Developed Coinsurance Percentage” before 
deciding upon the “Applied” coinsurance percentage. 


4


5


6







3/16/2020


3


Using Coinsurance to 
Develop Limits


Example 1 – 12 Month POR


Estimated “Period of Restoration” 12 Months


Estimated/Developed 
Coinsurance % 12/12 100%


ISO Acceptable Coinsurance % 100%


12-Month BI Exposure (J.1. or J2.) $3,000,000


Minimum BI Limit $3,000,000 x 100% $3,000,000


Example 2 – 6 Month POR
Estimated “Period of 
Restoration” 6 Months


Estimated/Developed 
Coinsurance % 6/12 50%


ISO Acceptable Coinsurance 
% 50%


12-Month BI Exposure (J.1. 
or J2.) $3,000,000


Minimum BI Limit $3,000,000 x 
50% $1,500,000
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Example 3 – 9 Month POR
Estimated “Period of Restoration” 9 Months


Estimated/Developed Coinsurance 
% 9/12 75%


ISO Acceptable Coinsurance % 70% or 80%


12-Month BI Exposure (J.1. or J2.) $3,000,000


Minimum BI Limit $3,000,000 x 75% $2,250,000


If drop to 70% Coinsurance Do NOT Drop Limits (POR Calculation developed 
minimum time/limits)


If increased to 80% - Increase 
Limits $3,000,000 x 80% $2,400,000


Example 4 – 15 Months POR


Estimated “Period of Restoration” 15 Months


Estimated/Developed 
Coinsurance % 15/12 125%


ISO Acceptable Coinsurance % 125%


12-Month BI Exposure (J.1. or J2.) $3,000,000


Minimum BI Limit $3,000,000 x 125% $3,750,000


Example 5 – 18 Months POR
Estimated “Period of Restoration” 18 Months


Estimated/Developed Coinsurance % 18/12 150%


ISO Acceptable Coinsurance % 125%


12-Month BI Exposure (J.1. or J2.) $3,000,000


Minimum BI Limit $3,000,000 x 150% $4,000,000
Do not lower the limit simply because 150% is not a coinsurance option. Use the 125% with 
the developed minimum limit. The coinsurance percentage does not limit the amount of 
time the policy will pay. The policy pays as long as the business is shut down (POR) and there 
are limits available. 


10


11


12







3/16/2020


5


Final Thought


Final Thought


• Business income is a function of time. With the worst-case 
“period of restoration” both the coinsurance percentage and the 
minimum coverage limit can be developed. 


• Estimating time is the key to business income!


Christopher J. Boggs,
CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS


Executive Director Risk Management and Education


Chris.boggs@iiaba.net
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Two Key Non-Policy
Business Income Concepts


Christopher J. Boggs, CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS
Executive Director Risk Management and Education


Today’s Topics


• “Operational Capability


• “Time Doctrine”


Operational Capability
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“Operational Capability”


• This term is not found in the business income policy, but it 
defines the end of the period of restoration


• An entity’s ability to operate at or as nearly as possible at pre-
loss sales or production levels


• Operational Capability can be accomplished by repairing or 
rebuilding the current location; or by finding a new permanent 
location


“Time Doctrine”


“Time Doctrine”


• Terminology is not found in the policy


• “Business Income” losses are settled based on the coverage limit
purchased


• The Coverage limit is based on two factors
• The 12-month business income exposure; and
• The worst-case “period of restoration” 


• The Key to business income is the correct estimation of time
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“Time Doctrine” Defined


All business income losses are settled based on the coverage limit 
purchased. An accurate business income coverage limit 
calculation depends on the legitimate estimation of the worst-
case period of restoration. Estimating the worst-case period of 
restoration necessitates understanding the time required to 
accomplish the 10 steps within the four “period of restoration” 
objectives. The key to business income is the correct estimation of 
time.


Christopher J. Boggs,
CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS


Executive Director Risk Management and Education


Chris.boggs@iiaba.net
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Understanding Extended 
Business Income


Christopher J. Boggs, CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS
Executive Director Risk Management and Education


Questions Answered
• When do “business income” payments end?


• What happens to customers/clients during a shut down?


• How long will it take the insured to return to pre-loss 
operational income?


• How does the insured secure payment for this additional income 
loss?


When do “Business 
Income” Payments End?
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Business Income Payments End


Business income payouts end once the insured has returned to 
“operational capability” meaning they have reached the end of the 
“period of restoration.”


The BI policy states that the “period of restoration”
Ends on the earlier of:


(1) The date when the property at the described premises should be repaired, rebuilt or 
replaced with reasonable speed and similar quality; or
(2) The date when business is resumed at a new permanent location.


What Happens to 
Customers During a 


Shutdown


During Shutdown
• Retail customers find other stores


• Service operation customers create new habits


• Those within the manufacturing process enter new contracts and find 
alternative buyers and/or suppliers


Result: Although the insured has returned to full “operational 
capability,” it  may not return to pre-loss operational income levels for a 
long time.
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Result: Two Loss Periods


How Long to Return to 
Pre-Loss Income Levels


Returning to Pre-Loss Income Levels
How long will it take to return to pre-loss income levels? 


Depends on the operation!
• Retail operations may have a relatively short return time
• Restaurants and others may require a few months
• Manufacturing operations and any operation on a production schedule or operating under 


contracts may require a year or longer


Depends on the market conditions!
• Entire area may have been subject to a catastrophe
• Economic conditions may be poor
Loss due to market conditions is NOT covered by the policy or any standard endorsement!
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Securing Payment for 
Additional Income Loss


Securing Payment for Additional Amount
Unendorsed business income policies provide a limited amount of coverage under 
Additional Coverage 5.c. Coverage is limited to the earliest of:
• The insureds return to pre-loss operational income levels; or
• 60 consecutive days


If this length of coverage is not enough, the insured must:
• Decide how long coverage is needed;  
• Calculate how much additional coverage is needed; and 
• Include that amount on the CP 15 15 (K.2.).


There is no endorsement required; a box must be checked on the application 
specifying the number of days coverage desired.


Source for the First 60 Days


• What’s Paid: The difference between what IS made and what 
would have been made had there been no loss or damage.


• The amount paid is based on the definition of “business income.” 


• Does the insured need to increase the business income limit to 
cover this initial 60 days? The answer is found in the difference 
between “insurable business income” and “compensable 
business income.”
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When 60 Days Isn’t Enough
• Options available:


• Calculate the estimated amount of coverage needed: 
(12 mos. BI exposure / 365) x (Total Number of Days – 60) = Amount
($1,387,000 / 365) x (180-60) = $456,000 (place on K.2.)


Limitations


• Cannot be used with the Maximum Period of Indemnity


• Cannot be used if coverage is written on a no-coinsurance basis. 
This is not the same as a non-coinsurance option, just that no 
coinsurance percentage is being applied.


• This option not available for extra expense protection


Christopher J. Boggs,
CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS


Executive Director Risk Management and Education


Chris.boggs@iiaba.net
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Understanding Extra 
Expense Coverage


Christopher J. Boggs, CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS
Executive Director Risk Management and Education


Today’s Topics
• Extra Expense Defined


• Goals of Extra Expense Coverage


• Expenses Included as Extra Expense


• Sources of Extra Expense Coverage


• Who Needs Extra Expense Coverage


Defining Extra Expense


“Necessary expenses you incur during the ‘period of restoration’ 
that you would not have incurred if there had been no direct 
physical loss or damage to property caused by or resulting from a 
Covered Cause of Loss.”
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Goals of Extra Expense Coverage


• Maintain some level of operational continuity at the insured 
location


• Continue operations somewhere


Expenses Included as Extra Expenses


• Additional cost to speed up real property repairs


• Relocation costs


• Increased operating costs related to a new and temporary 
location


• Expediting expenses for personal property


Sources of Extra Expense Coverage


• Business Income AND Extra Expense Coverage Form – CP 00 30


• Extra Expense Coverage Form – CP 00 50
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Who Needs Extra Expense Coverage


• Entities that cannot be shut down for any period of time


• Entities that can operate from nearly any location


Christopher J. Boggs,
CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS


Executive Director Risk Management and Education


Chris.boggs@iiaba.net
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Conquering the Business 
Income Worksheet: 


Session 1
Christopher J. Boggs, CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS


Executive Director Risk Management and Education


Today’s Topics 


• Why Underwriters Need the CP 15 15
• Worksheet Details
• Page 1 – Information Page


Why Underwriters Need the CP 15 15


• Time Element’s Equivalent of the Commercial Property Schedule.


• Nothing More than the Starting Point in the BI Underwriting 
Process


• Designed to Help the Insured and Agent Develop the 12-month 
estimated BI Exposure
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Worksheet Details
Four Columns


• Two for Manufacturing
• Two for Non-Manufacturing


Can be Divided into Two Halves
• First two columns request information about the year ENDING
• Second set of columns requests information about the UPCOMING year (estimated data)


The Most Important Column – the ESTIMATED column


Most of the Information for Completing the Worksheet can be Found in the Year-End 
Income Statement 


Does not always follow GAAP


Page 1 – Information Page
• Accrual Basis: The BI worksheet is to be 


completed using the accrual basis of 
accounting. If the insured uses Cash Basis, the 
data must be converted to accrual basis.


• Agreed Value: If the Agreed Value coverage 
option has been chosen, the insured must 
provide requested info and sign.


• BI Premium Adjustment (CP 15 20): If this 
endorsement is used, the insured must certify 
the information provided in the form. Makes 
it a type of Reporting Form.


Christopher J. Boggs,
CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS


Executive Director Risk Management and Education


Chris.boggs@iiaba.net
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Conquering the Business 
Income Worksheet: 


Session 2
Christopher J. Boggs, CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS


Executive Director Risk Management and Education


Today’s Topics 


• Income and Expense Calculation
• Value of Finished Stock
• Gross Sales Value of Production


Income & Expense 
• “Ending” and “Estimated”: The more 


important of the two is “Estimated.”


• Manufacturing and Non-Manufacturing: 
Only two columns must be completed.


• “A” Gross Sales: Applies to both 
manufacturing and non-manufacturing 
operations. 


• “B” & “C” Finished Stock Inventory: Only 
Applies to Manufacturing Risk. 
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Value of Finished Stock
“B” – Deduct the Sales Value of Finished Stock at the 
Beginning of the Period


“C” – Add the Sales Value of Finished Stock at the End
of the Period


To Develop the Finished Stock Value:
• Divide inventory into its three component parts:


• Cost of Raw Material
• Cost of Stock in Process
• Cost of Finished Stock (Internal Cost)


• Apply one of two Methods to Arrive at the Sales 
Value


• “Mark Up” (Margin) Method
• “Percentage-of-Net-Sales” (Percentage) Method


Developing Sales Value
• “Mark Up” (Margin) Method


• “Percentage of Net Sales” (Percentage) Method


Cost x (1 + Profit Margin) = Sales Value of Production
Example: Cost x (1+.50) = Sales Value of Production


Traditional COGS / Net Sales = Cost of Goods Sold Ratio (COGSR)
• Traditional COGS = (Beginning Inventory + Purchases + Freight In + Direct Labor + Indirect Expense) – Ending Inventory
• Net Sales = Gross Sales – (Returns + Allowances + Discounts)


Cost / COGSR = Sales Value of Production


Gross Sales Value of Production
“D” - Gross Sales Value of 
Production: Applies only to 
manufacturing risks. 


This all makes sense when you 
remember which policy insures 
what:


4


5


6







3/24/2020


3


Christopher J. Boggs,
CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS


Executive Director Risk Management and Education


Chris.boggs@iiaba.net
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Conquering the Business 
Income Worksheet: 


Session 3
Christopher J. Boggs, CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS


Executive Director Risk Management and Education


Today’s Topics 


• Costs, Unrealized Income and Collection Expenses
• Net Sales / Net Value of Production
• Other Earnings
• Total Revenues


Costs, Unrealized Income and Collection Expenses


“E” – Deduct Costs, Unrealized Income & Collection 
Expenses


Costs:
• Prepaid Freight – Outgoing
• Returns & Allowances
• Discounts


Bad Debts. Normal bad debt. Any spike will likely be 
considered a part of business income.


Collection Expenses. Any increase in collection expenses 
will likely be paid either as Business Income or as an 
“Extra Expense”
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Net Sales, Other Earnings and Total Revenues
“F” –Net Sales / Net Sales Value of Production
• Net Sales applies to non-manufacturing risks.
• Net Sales Value of Production applies to 


manufacturing risks.


“G” – Other Earnings
• Commissions or Rents
• Cash Discounts Received
• Other Income
Added to the amount in “F”


“H” – Total Revenues


Christopher J. Boggs,
CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS


Executive Director Risk Management and Education


Chris.boggs@iiaba.net
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Conquering the Business 
Income Worksheet: 


Session 4
Christopher J. Boggs, CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS


Executive Director Risk Management and Education


Today’s Topics 


• Overview of Expenses Subtracted from Total Revenue
• Developing Cost of Goods Sold


Subtracting Expenses
Total Revenues


Five Deductions to Arrive at 12-Month Business 
Income
1. Cost of Goods Sold: A Required Deduction (From 


page 5 of Worksheet)
2. Cost of Services Purchased and Resold (Required 


Deduction if Present)
3. Power, Heat and Refrigeration not Continuing 


Under Contract (Optional Deduction if Correct 
Endorsement)


4. Ordinary Payroll Expenses (Optional, Depending 
on Attachment of Endorsement)


5. Special Deductions for Mining Properties (Page 6 
of Worksheet)
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Developing Cost of Goods 
Sold


Cost of Good Sold
Complete the Calculation for the Period Ending and 
the Upcoming Policy Period.


Steps in the Process
1. Begin w/Inventory at beginning of the year (this 


excludes finished stock as broken out earlier)
2. Add: Cost of Raw Stock purchased during the year 


(Mfg.)
3. Add: Cost of Factory Supplies Consumed during the 


year (Mfg.)
4. Add: Cost of Merchandise Sold
5. Add: Cost of Other Supplies Consumed 


Equals: Cost of Goods Available for Sale


Cost of Goods Available for Sale


From the: Cost of Goods Available for 
Sale


• Subtract: Inventory on Hand at the 
End of the Year


• FINAL NUMBER: Cost of Goods Sold
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Transferring COGS to Expenses


Christopher J. Boggs,
CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS


Executive Director Risk Management and Education


Chris.boggs@iiaba.net
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Conquering the Business 
Income Worksheet: 


Session 5
Christopher J. Boggs, CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS


Executive Director Risk Management and Education


Today’s Topics


• Four Additional Expenses Subtracted
• Total Revenue


Four Additional Expenses
(Page 3)
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Cost of Services Purchased
Cost of Services Purchased from 
Outsiders


• Required deduction (if applicable)


• Only applies to outside services billed by 
the insured as part of their services


• The service has to end when the when 
production ceases. If there is a contract 
requiring payment regardless of 
production, then this cost is NOT 
deducted.


Power, Heat and Refrigeration 


Power, Heat and Refrigeration 
Expenses that do not continue under 
contract


• An optional deduction


• Requires the attachment of the CP 15 
11 endorsement


• Most commonly seen with 
manufacturing operations


“Payroll”
All “Payroll” expenses or the amount of 
payroll expenses excluded


• An optional deduction


• Only applies if CP 15 10 is attached


• Based on the number of days payroll 
being covered 


What is an “Ordinary Employee?”
What expenses are included?
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Mining Operations
Special Deductions for Mining Operations


• Royalties (unless specifically included in 
coverage)


• Actual depletion, commonly known as unit or 
cost depletion (not percentage depletion)


• Welfare and retirement fund charges based 
on tonnage


• Hired trucks
• (From page 6 of the worksheet)


Total is placed on appropriate line


Total Revenue


Total Revenue & Business Income 


TOTAL Revenue (Line “H”)
(-) Specified Costs (“I” on page 3)
12 Month Business Income Exposure


J.1.: Single-type Operation
J.2.: Dual Operation
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Conquering the Business 
Income Worksheet: 


Session 6
Christopher J. Boggs, CPCU, ARM, ALCM, LPCS, AAI, APA, CWCA, CRIS, AINS


Executive Director Risk Management and Education


Today’s Topics


• Insurable Business Income
• Additional Expenses
• Total Business Income Limit – 12 months
• Limit Purchased


Total Revenue & Business Income 
TOTAL Revenue (Line “H”)
(-) Specified Costs (“I” on page 3)
12 Month Business Income Exposure


J.1.: Single-type Operation
J.2.: Dual Operation


“Insurable Business Income”
(Subject to Coinsurance”)


1


2


3
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Additional Expenses
Two Additional Expenses


• Extra Expenses


• Extended Business Income and 
Extended Period of Indemnity


• Combined (Total) Additional 
Expenses (K.3.)


Total 12 Month Exposure
J.1. (or J.2.) (Page 3)


+ Combined (Total) Additional     
Expenses (K.3.)


Total 12-Month BI & Expense    
Exposure (L.)


The 12-Month exposure may NOT be 
the correct Amount to Purchase!


Limit Purchased


1. Worst-Case POR / 12 = Developed Coinsurance Percentage 
(DCP)


2. DCP x J.1. (J.2.) = Business Income Exposure (BIE)
• Remember to increase the BIE if increase coinsurance percentage; but 


NEVER decrease BIE once developed applying the DCP. 


3. BIE + Additional Expenses (K.3.) = Business Income Limit


4


5
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