Society St. Vincent de Paul
Property and Casualty Insurance

Guidelines for Conferences, Stores & Councils

 

Insurance is a legal contract to exchange the loss of a small certain sum (premium) to protect against the uncertain loss of a large sum (claim). The object is to spend your premium wisely to cover as many uncertainties for as little premium as possible with an agent and company that will perform when called upon.

Each council, conference or store has a unique set of combinations of needs for insurance. The following is a general guide that should greatly assist in understanding and buying insurance. You must explore your own needs and solicit the assistance of professionals when you deem it wise to do so.

Insurance needs can be broken into 7 general categories:

1. Loss or damage to our property at your location

2. Injury or damage to other people or their property

3. Loss by crimes committed against you

4. Loss of property away from your premises and certain special items

5. Automobile related losses and claims

6. Loss from “professional” damage claims

7. Employee or volunteer injury

The following pages will outline each of the 7 categories and the major items under each. Insurance coverage can be purchased for any or all of these categories. It is important to consciously decide if insurance should be purchased for a given loss potential at all; and, if so, at what limits and under what conditions you want a loss paid. The more complete the protection, the less risk of loss to your operation and the larger the loss of the certain sum (premium).

As a general rule of thumb, spend your insurance dollars on protecting the largest possible losses. Insure against those losses that could put you out of business as opposed to trying to cover every eventuality. For example, if you have limited funds, it would be better to buy higher liability limits than glass coverage. You can overcome a $1,500 glass replacement loss easier than an injury claim $350,000 over your limit.

When you buy your insurance, do it with the thought in mind that a claim will happen. Then decide what you will be satisfied with as a settlement. Certainly, you will try to avoid ever having any claim, but, if you do have one, the result will not be an unhappy surprise to you.
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PROPERTY INSURANCE

To insure your building and contents, you must determine several basic factors:

1. The value of building, equipment and stock. You must know how much insurance to buy. It is advisable to have an appraisal on the building and equipment. Appraisals can be expensive unless you can secure one donated by a professional. Often a good building contractor or real estate agent can help determine reasonable replacement value. When choosing a value, it should be the cost to replace, not market value or depreciated value.

For example, you may be able to buy a building for $100,000, including land. But to rebuild the building at today’s cost would be $125,000. You should insure for the $125,000. Likewise if the building were to cost $75,000 to replace: that is what you should insure it for, even though you paid $100,000 for the entire property. Part of the purchase price in this example is the cost of the land, which will not burn and thus should not be insured. 

Although there are a definite cost and value to your donated items, they will probably be expensive to insure and difficult to value at the time of a loss. You may wish to exclude all used goods as a practical matter. If you do insure used goods, have an understanding in writing at the time the policy is purchased as to how any loss will be valued.

2. The deductible you are willing to pay at time of loss. The standard deductible is usually $250 per occurrence. You can increase it to $500 or $1,000. Higher deductibles are available, but usually rate credits don’t justify these larger deductibles. Insurance companies vary on rate credits for deductibles. Remember, a deductible may apply to several areas of coverage; for example, building and contents each have a deductible. In case of a loss involving both, the total deductible would be $500, if each were set at $250.

Ask what dollar savings various deductibles have. Keep in mind the size of the deductible on a single claim versus the savings in premium. For example, if the savings is $100 in premium to raise the deductible from $250 to $1,000, you would have to go 7 1/2 years without a claim to break even. That is, $1,000 minus $250, or $750, is the additional deductible you pay on any claim over $1,000. In saving $100 per year in premium, it would take 7 1/2 years of saving $100 per year without a claim to break even.

3. The coinsurance clause acceptable to you. Every policy except a “Business Owners Policy” includes a coinsurance requirement. It states that you must buy insurance equal to a certain percentage of the true value of the property at the time of a loss. The standard coinsurance clause is 80%. That means, if your building is worth $100,000, you have agreed by the insurance contract to buy 80% of that value, or $80,000 in insurance. If you agree to buy at least 90%, or $90,000 in this example, the rate is decreased by 5%. The rate is further decreased by 5% if you buy 100% coinsurance. You should never buy the 100% without an up-to-date appraisal. It is rarely advisable to use 100%, in any case.

It is very difficult to be absolutely accurate in valuation, taking into account human judgment, inflation, etc. The best advice is to insure an estimated total value (100%) using 90% coinsurance. This gives you some rate credit and 10% leeway in accuracy of valuation. Realize that in each increment increase the 5% credit requires you to buy 10% more in limit of insurance. Obviously, in the case of a total loss, insurance on the full value of the building or contents is desirable.

Failure to maintain insurance limits equal to the agreed coinsurance will result in a penalty at the time a loss is settled. If you agree to 90% coinsurance and only insure to 60%, you will receive 2/3 (60/90) of any claim; if you only insure to 45% you will receive ½ (45/90). It is critical to have the limits and coinsurance limits match. See the separate example on the last page on how coinsurance works.

4. How you want loss valued when you are paid. You choose the settlement basis when you buy the policy. The choice is either “actual cash value” or “replacement cost.” Actual cash value is the market value less depreciation. Simplistically explained, if your property has a life of 50 years and is 25 years old, the claim will be settled at 50% of the market value. With replacement cost, the claim will be settled at cost to replace with like kind and quality. You must replace the property or it will be settled at “actual cash value.” There are several other stipulations, but this is the basic concept. You must meet the minimum insurance-to-replacement-cost ratio at the time of loss. It may be 80% or 90%. Ask the agent.

The cost of replacement cost insurance can be as low as $1. In most cases, this is the valuation of choice to make if you can. You may, however, be in a building that for reasons of building code, location or some other reason would not or could not be rebuilt. In that case, you would insure actual cash value and, in the above example, only buy insurance equal to 50% of the cost to rebuild, to match the depreciated value. Obviously, by buying a lower limit of insurance to match the loss, you will spend less premium dollars.

 

5. The perils you want covered. You can buy property insurance on three forms: “Basic,” “Broad,” and “Special.” The causes of loss that are covered are most restricted on Basic and most liberal on Special. Special gives you coverage for burglary; the other two do not. There are other differences, but suffice it to say that you should not buy less than Broad and it is recommended that you buy Special. If the cost is too high for Special because of the theft load on all equipment and stock, you can exclude stock. You would then have theft coverage for equipment you use, such as computers, cash registers, and similar equipment targeted by burglars.

There are several common items not covered under most fire forms. Fences must be specifically named, valued, and insured. The same is true of parking lot lights and any free-standing building, such as a parking canopy.

“Business Income” coverage pays the continuing expenses of operation if you cannot function because of damage from a covered peril such as a fire. It will pay rent, payroll, equipment payments, and similar expenses that go on even if you can’t open up. It will even pay the profit. If you decide to buy this coverage, the best way is to estimate the number of months it would take to reopen in case of a major loss. Then determine the continuing expenses and profit per month to choose a monthly limit. The standard periods are 3, 4, and 6 months. If you can a buy a “Business Owners” policy, it often will cover actual loss sustained for a 12-month period. On other policies, you must select the limit and time.

Glass damage is covered under a building policy, except for vandalism. It is often required by the terms of a lease if you do not own the building. Premium charges can vary substantially. You need to get a dollar quote and consider it compared to the potential cost to replace the glass. The real danger is that vandals will break not one pane but all. You can usually buy this coverage without deductible.

 

LIABILITY INSURANCE

The standard liability insurance contract covers bodily injury and property damage to others for seven general areas. Unless excluded by a special exclusion form, these areas will all be in the policy:

1. Premises. For damages to members of the public because of an unsafe condition. A typical example of this type of claim would be a trip and fall over an item left in a walkway.

2. Operations. For damages to members of the public resulting from actions of your employees, such as damaging a vehicle while moving donated goods through your parking lot.

3. Personal injury other than bodily. Covers the ego hurts that people sue for, such as libel, slander, wrongful eviction, invasion of privacy, or wrongful arrest. For example, if you thought someone was shoplifting and had him arrested, but could not prove his guilt, he might sue you for false arrest.

4. Advertising injury. Covers a basic exposure to claims as a result of the use of logos, advertising infringement, and disparaging of others’ products.

5. Products and completed operations. Covers damage that might result from a defective product or repair after you have sold the product or completed the repair. For example, you sell a gas grill that you had repaired and it explodes when used. If it explodes because the grill had a defective part, it would be a products claim. If it explodes because the repair was done incorrectly, it would be a completed operations claim.

6. Fire legal. Covers damage to the space you lease if you have a fire because of your negligence. The building owner’s insurance would pay the claim and then file a claim against you for negligence. It is desirable to have a lease that includes a “Waiver of Subrogation Clause” to avoid such a claim against you. See your attorney before you sign a lease.

7. Medical payments. Covers injury to the public when you are not legally liable but feel a responsibility to pay the medical costs. For example, a regular benefactor could enter a store and trip over his own shoe laces. Since you did not have an unsafe condition or cause the injury, you probably would not be legally responsible for the injury, but you could still pay under the medical payments coverage.

 

Common limits are $300,000, $500,000 and $1,000,000. The difference in cost is so slight for most operations that the $1,000,000 limit should be chosen. Excess limit policies in increments of $1,000,000 can be purchased to any total limit you feel comfortable with.

Medical payment limits are usually $1,000, $5,000 or $10,000. This coverage should be used rarely so as not to encourage a claim where a valid one really does not exist. Normally, the $5,000 limit would suffice.

Fire legal limit on all basic policies starts at $50,000. It can be raised to any limit you need. Remember, it only covers the value of your space. If you are in a strip shopping center and are responsible for burning down neighboring stores, your liability limit of, say, $1,000,000 will pay for all damage to spaces other than your own.

 

Be sure to include volunteers in the definition of insured and in Sexual Misconduct and Employment Practices coverages. To fully understand the need for these, discuss them with your agent.

 

CRIME INSURANCE

Burglary can be covered in the Special fire form, if you desire this protection. Burglary is covered for theft when the premises are closed and there are signs of forced entry. Employee theft can be insured against, but, due to the nature of our operation, it may be difficult to find. You generally need to prove an employee theft to collect, and this will often require prosecution. There are a number of controls you can institute to reduce the possibility of serious loss from this source. Most of these controls are common sense, and your insurance agent or company loss control person can discuss them with you.

If you decide to insure against employee theft, the limits start at $5,000 and common increased limits are $10,000, $15,000, $50,000, and $100,000. This can be bought without deductible, but often the company asks for a $500 to $1,000 deductible.

Loss of money and securities is excluded from the fire form even if you do buy the burglary coverage. There is a definite exposure to a robbery of cash in the store or on the way to the bank. Commonsense controls on handling the cash can greatly reduce the potential for loss and the size of loss.

If you decide to insure this, the limits start at $1,000 and can be bought for loss either inside the store (or other premises) or outside the store or both. Obviously, you would buy both inside and outside. The limits are in increments of $1,000 to any limit you wish. Some companies desire a deductible, but it can be bought without one.

 

INLAND MARINE INSURANCE
Signs not attached to a building are usually not covered unless specifically named. You can buy any limit and can often get it without deductible. Signs attached to buildings may be covered, but, because of the wide variety of situations, you should clarify this with your agent.

Any jewelry, fine art, or antique of significant value should be covered under a separate “floater” policy form. Discuss this with your agent. You need not put costume jewelry or average house art on special coverage if you insure your stock.

Property in transit is generally not covered on standard property forms and, unless it is of significant value, should not be insured.

Computer equipment and software can be covered under the contents form or under a special Electronic Data Processing (EDP) computer form. EDP forms are different for different companies. Your agent must compare them for you. Generally, they provide for broader coverage than a standard property form. 

The EDP coverage is more expensive because it is more comprehensive. One area of broader coverage is the payment for claims, which includes the cost to reenter information into the computer. In a standard fire form, a disk with a list of donors would be replaced with a blank disk. As a rule, if you keep copies of all programs and data off premises and back up your system on a regular basis of at least once a week, it is okay to buy coverage on the standard form.

Equipment off premises is generally not covered under standard property forms. Unless it is of significant value, it should not be. One common exception occurs when you have two locations close by and make trips between them with a fork lift. There could be a gap in coverage if the fork lift were destroyed while off the premises. To lessen exposure to this potential loss, you can buy specific insurance for the fork lift.

 

AUTOMOBILE INSURANCE
Trucks and cars are probably your greatest exposure to a large liability claim. They are insured much like your personal autos but on a business policy. The standard coverages are as follows:


1. Bodily injury and property damage. Covers injury or damage to property of the public. You can buy a split limit of insurance for the bodily injury separate from the property damage. Such a limit could be $100,000 per person, $300,000 per accident for bodily injury, and $50,000 for property damage. Another way is to buy a combined single limit of $300,000 for bodily injury and property damage together. Although the split limit if totaled could conceivably pay more, $350,000, most agents would pick the combined single limit of $300,000, because the entire amount is available for one person if needed or for property damage, which can easily exceed the $50,000 limit. The limit for automobile should be at least as high as in a store or even higher, because of the high potential for serious injury claim. Limits of $1,000,000 or higher would be recommended.


2. No fault insurance. Used in some states. Since “no fault” varies by state, you should consult your local agent for advice on how it works in your state.


3. Uninsured and underinsured insurance. Pays for bodily injury to the people injured in your vehicle if the person that is at fault has no insurance or limits below the amount of the settlement for injuries. It does not cover damage to your vehicle, only bodily injury. Very often, this limit is the same as the bodily injury limit.


4. Medical payments coverage. Pays the medical bills of people in your vehicle regardless of who is at fault for causing the accident. This is an important coverage for volunteers not covered by workers compensation. Any employees injured in an auto accident will have all medical paid by workers compensation. A common limit for medical payments is $5,000. If you use volunteers frequently in trucks, you may want to go higher – say, $10,000 or more.


5. Physical damage coverage on your own vehicle. Covers the cost to repair or replace your vehicle if damaged in an accident or stolen. The coverage is split into two categories, comprehensive and collision. Comprehensive damage is anything that happens other than collision. Examples would be theft, fire, windstorm, and similar perils. There is a separate deductible on each coverage. An example is $100 on comprehensive and $250 on collision. Higher deductibles can be purchased. If you go higher, be sure to see if the savings in dollars will exceed your extra cost for the number of claims you usually have each year.

You can buy “specified perils” instead of comprehensive. This is usually significantly cheaper and becomes practical when the number of vehicles you have increases. There are several levels of this coverage. Buy the one with the most perils covered. For practical purposes, the choice of specified perils instead of comprehensive means that claims for glass damage will not be covered.


6. Hired and non-owned auto coverage. Pays for liability claims you are responsible for on vehicles you hire (rent) and any vehicle driven for your benefit that you do not own. This does not cover physical damage to those vehicles. When renting vehicles, buy that coverage from the rental company. The physical damage of a non-owned vehicle should be covered by the owner of that vehicle. “Non-owned” coverage protects you whenever an employee, volunteer, or anyone else uses his own car for a Council or Store activity. It could be as simple as going to the post office or bank. If he has an accident, he undoubtedly will have a claim against him. Because he was acting on your behalf, you can also be named in the claim. This coverage protects you only, and not the owner of the vehicle, who should buy his own insurance. If you have people regularly using their vehicles for Council or Store business purposes, it would be wise to be sure they have adequate insurance limits. Hired and non-owned coverage should be bought every time.
 

PROFESSIONAL INSURANCE

In the normal Council or Store operation, you will not have any need for this coverage. If you are involved in activities such as professional counseling, medical assistance, and the like, consult your local agent. All activities with a Board of Directors should obtain “Directors and Officers” coverage.

 

EMPLOYEE INJURY INSURANCE

“Workers compensation” coverage pays for all the injuries to employees regardless of fault for the injury. States vary in their laws, but generally it pays all medical bills, a percentage of lost earnings after a waiting period, and specified lump-sum awards for certain injuries such as loss of a finger or death. If you have any employees for any length of time, you must purchase workers compensation insurance by law in most states. Failure to do so may result in substantial fines. It may also require you to pay all money that the insurance would have paid. In the case of serious, permanent injuries, the cost could easily exceed your ability to pay and result in the loss of your Council or Store.

Volunteer injury coverage may be the most difficult to arrange satisfactorily. In some states, volunteers can be included in the workers compensation. The cost could be prohibitive. You can also purchase “Volunteer medical insurance” that pays in case of an accident. It is much cheaper, but has a dollar limit, unlike workers compensation, which has no medical cost limit. It does not have any loss of income protection. You simply must explore what is available to you and how far you want to go to protect your volunteers.

Things to Remember When Buying Insurance

· Buy protection first for claims that could put you out of business – e.g., secure reasonably high liability limits.

· Absorb small losses on your property, rather than turning in claims for everything that happens. Decide what you can afford and routinely pay. Frequency of small claims will raise your premium. Do not pay any small liability claims; they may escalate later in a lawsuit.

· Never try to settle a claim yourself. Let a professional claims adjuster handle it. Failure to turn in claims in a timely manner can compromise the insurance company’s ability to investigate and result in a denial of the claim. You would then have to pay it yourself.

· Make good loss-control a part of  your regular routine. Do everything you can to avoid claims. Part of the premium you pay entitles you to the help of the loss-control department of the insurance company. Request a survey and work with them to correct any problems. If feasible, ask a loss-control specialist to design and monitor a safety program for your Council or Store.

· Solicit competitive bids at renewal time. Two or three agents are enough; too many going to the same companies may have a negative result.

· Know who is driving for you and their driving records. Most agents or companies will check for you at no charge and give you a record within 48 hours.

· Most insurance companies have no interest payment plans over 8 or 9 months. Ask for the best terms and make your payments on time.

· Don’t buy on price alone. Be sure of the coverages and know the agent you are dealing with. A few hundred dollars’ savings in premium is meaningless if a larger claim is not covered.

· Tell and show your agent everything. Call and ask questions. Inform the agent of changes. 

 

 

Things to Do When Making Claims
· Call when you suffer an actual loss, have damage to your property, someone has made a claim against you, or you anticipate a claim being made against you.

· Protect your property from further damage.

· Separate damaged from undamaged property.

· Inventory damaged property. Retain damaged property for the insurance company.

· Protect the public from any further harm.

· Remain at the scene of any auto accident until the police arrive.

· Provide your insurance company representative all information applicable to your claim, such as police report number, proof of loss, proof of value, actual appraisal, or any other pertinent information he requests.

· Seek your attorney’s advice before discussing a claim with anyone other than your insurance company representative.
· Call your agent any time you feel you need assistance with a claim. For example, if you accept a “total” settlement payment, be sure to inform your agent, so he can delete that item from your policy and you will not be charged a premium for something you no longer own. 

 

When to Call Your Agent

 

· You have additional locations or new construction.

· You have a change in the value of your buildings, equipment, or stock.

· You are planning any operations in a new state.

· You have added or deleted any vehicles or equipment.

· You have a change in ownership or business structure.

· You have taken on any new contractual obligations.

· You have a significant change in payroll or sales.

· You are planning a change in security or protection.

· You have any other condition or operation that presents a potential insurable loss.

 

CERTIFICATES OF INSURANCE

The following are suggested minimum insurance coverages you should require from all contractors or service people working on your premises.

 

Comprehensive General Liability

Limits should be a minimum of $1,000,000 for combined Bodily Injury and Property Damage for the following coverages:

 

Premises and Operations

Completed Operations

Products

Independent Contractors



Collapse


Underground Explosion (if blasting)

Personal Injury ABC Exclusion. C deleted

Blanket Broad Form Contractual

Broad Form Property Damage

Host Liquor Liability

Incidental Medical Malpractice

Employees as Additional Insureds

 

Comprehensive Auto Liability

Limits to be a minimum of $1,000,000 for Bodily Injury and Property Damage combined. Include all owned, non-owned, and hired vehicles

 

Workers Compensation

Statutory limits.

 

You should require contactors and service companies to name your Council or Store as “Additional Insured,” so that any claims naming the contractor and you will come under his policy. Also, require a 30-day notice of cancellation or nonrenewal. If possible, ask for the words “endeavor to mail” to be stricken from the certificate, so they have a legal responsibility to inform you if coverage is cancelled. These should be considered minimum requirements to protect your council or store. Any other coverages or higher limits are of course in your favor. Your agent will be very happy to review any certificates with you. If you have any questions, please call him. For additional information, contact:
 

Terry B. Wilson CPCU, CLU, CIC

480-948-4653

twilsonsvdp@aol.com
