Property Insurance
Property insurance compensates you if the property you use in your business is lost or damaged
as the result of various types of common ―perils‖ such as fire or theft. Property insurance
covers not just a building or structure but also what insurers call ―personal property,‖ meaning
office furnishings, inventory, raw materials, machinery, computers and other items vital to your
business operations. Property insurance can do more than protect your physical assets. It may
also provide operating funds during a period when you are trying to get the business back on
track after a catastrophic loss. Depending on the type of policy you have, property insurance
may include coverage for equipment breakdown, removal of debris after a fire or other
destructive event, some types of water damage and other losses.
All too often, business owners do not realize the business insurance in place is insufficient or
exclusions in the policy limit coverage. When considering business property insurance, consider
the following tips to eliminate some of the most common misunderstandings.


Obtain Sufficient Coverage and Review Coverage Limits Annually at a Minimum

Business property insurance coverage limits should be in an amount sufficient to rebuild the
structure and replace fixtures at current replacement prices. This is not the same as a property
tax valuation or valuation for real estate marketing purposes. Rather, it is the top down
valuation of the total cost of replacement. For example, a warehouse owner could call a local
contractor and ask, "If I had to hire you tomorrow, without notice, to build me a 30,000 square
foot warehouse with two loading docks, what would you charge me?" This estimate is a more
accurate projection of needed coverage amounts. After a disaster, your business will not be in a
position to shop around for good prices, supplies will be short, and your brother-in-law who can
"build it cheap" probably is not an approved contractor. Overestimate if necessary.
At least annually, review all of the changes to the structure. Consider all upgrades, new fixtures,
carpeting, safety and fire prevention, office furniture, anything that has an effect on the
valuation of the physical structure. Adjust your coverage limits appropriately.
Business owners should avoid the temptation to insure only a percentage of the replacement
cost. In most instances, the premium saved is not worth the risk of not being able to rebuild.
Some business owners believe there is an amount that the business can cover on its own in the
event of a disaster. Experience dictates that disasters strike at inopportune moments - especially
when there is no rainy day fund. Proper coverage limits are your rainy day fund.


Flood and Storm Coverage

Most commercial property insurance does not cover flood or windstorm damage. These are
separate coverage’s for your business.
Hurricane Katrina, and this year the triple threat of Gustav, Hanna, and Ike, has raised
awareness among business owners about the need for such coverage. However, the interest in
such coverage disappears in "quiet" weather years. This is because premiums are expensive and
may seem of little value without return.

Your business may need flood insurance if it lies in a floodplain. Your business may need to
purchase a separate policy from the National Flood Insurance Program.



Ordinance or Law Compliance Coverage

Traditional property policies do not cover costs associated with upgrading a structure to conform
to building codes. Consider purchasing compliance coverage (sometimes called ordinance or law
coverage) either as an endorsement or separate policy. Premiums are typically a very good
value for the potential coverage.
Why is this policy needed? Building code laws often grandfather in existing structures. Such
structures do not have to comply with modern codes as long as the structure is not renovated or
rebuilt. After a disaster, if your building needs substantial work, then such construction must
comply with modern codes. For example, federal regulations require any structure in a flood
plain damaged in excess of 50% of market value, be replaced and built according to modern
flood plain building codes. A standard commercial property policy does not cover such
compliance expenses.
This coverage is critical to rebuilding after a disaster. Check with your insurance professional and
make sure your business has this coverage.

WHAT OTHER INSURANCE SHOULD MY BUSINESS HAVE?





Health and/or Supplemental Insurance
Liability Insurance
Business Vehicle Insurance
Workers Compensation Insurance

Forms
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