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The Value of Business Income Insurance

Many readers will remember news reports a few years
ago of a fire at a factory in Massachusetts that
manufactured fleece used in winter clothing. The early
December fire substantially destroyed the factory, and
threw hundreds of employees out of work in the weeks
just before Christmas.

The fire itself was run of the mill news; what made
headlines was the subsequent report that the owner had
notified all his workers that they would remain on the
payroll, not only through the Christmas season but until
the plant was rebuilt and back in operation.

How could he do this? With Business Income insurance.
This important coverage was added to his fire insurance
policy; not only did he recover the full cost to rebuild his
factory, he also was paid for all lost income, profit, and
continuing expenses he incurred after the fire, including
payroll, until he could rebuild and reopen his business.

Businesses usually think first of buying the proper amount
of insurance on their buildings and contents. That should
provide for adequate funds to repair or rebuild after a
loss, but what about the income and profit that’s lost until
repairs are made and operations can be resumed? And
how about all the costs and expenses that continue during
the period of reconstruction, when there is no revenue
to pay for them? These also represent important insurable
values.

This is important but often misunderstood coverage for
any business, especially one that relies on just one
location, plant or facility to generate its revenue and
income. If that facility is destroyed by fire or other insured
peril, the insurance payment the business receives from
business income coverage can very often mean the
difference between continuing in business, or shutting
down forever, even though the direct loss might be fully
paid.

Determining how much coverage should be carried can
be a challenge, but the insurance industry provides a
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worksheet to assist business owners in valuing this risk.
The business income worksheet can walk you through
the steps needed to quantify this risk; it also identifies
key customizing features to tailor the coverage to your
specific needs.

The calculation starts with your estimate of sales or
revenues generated from the facility in question. From
that you subtract all expenses that would not continue
after a loss shuts you down; at minimum these would
include cost of goods sold, cost of services from outsiders,
and utilities (power, heat and refrigeration for example).

Subtract noncontinuing expenses from revenue and you
get your business income insurance basis. You can then
further customize this. The factory owner mentioned
earlier included ordinary payroll in his calculation, but
the form allows for ordinary payroll to be limited or even
excluded if your situation warrants. This coverage
normally stops paying once you reopen for business, but
it’s not uncommon for sales to resume at a lower level for
a period of time after reopening, so you can buy an
extended period of indemnity to cover that. Other
customizing endorsements are available.

Like most other standard property forms, this coverage is
subject to coinsurance (which in property insurance means
you agree to insure to some percentage of your actual
exposure). Standard business income coverage allows for
coinsurance of 50% to 80%, in ten per cent intervals. Since
you are calculating annual Bl values, these percentages
are best thought of in terms of time, i.e., you would choose
50% coinsurance and insure to that limit if you thought
you could rebuild and reopen in six months time. Also
like other property forms, if you furnish adequate
information to your underwriter in advance, you can get
an agreed value clause, eliminating coinsurance concerns.

Business interruption insurance is intended to help a
company get back to the position it would have been in
had no loss occurred, by paying for the actual loss of
business income it sustains. Actual loss sustained is best
defined as what it would have earned if there had been
no loss, minus what it actually did earn.




This means that to determine the right amount of
insurance, you need to forecast anticipated revenues as
accurately as possible, taking into account not only past
and current trends, but also the anticipated future impact
of economic conditions. The assumptions you use in
determining the proper amount of insurance will be
based on your best forecasts of future conditions, at the
time you are making them. The thing to remember about
this coverage is that if you are completing this worksheet
ninety days in advance of your renewal, then you are
actually trying to peer as much as two years or more
into the future (three months before the policy renews
plus an annual policy term, plus the potential period of
recovery for a loss that might occur near the end of the
policy term).

Given current economic conditions, assumptions you
made when completing a business income worksheet
may no longer accurately represent your business. As a
result, it is more important than ever for us to be proactive
in working with you to review your existing business
interruption coverage. You can’t anticipate every
possible scenario that could occur in the future, and you
don’t want to be overpaying for insurance if business
conditions have deteriorated; you also don’t want to be
underinsured if conditions improve.

Claims professionals can all recite cases where direct
damage may have been small in a loss, but business
income loss was huge due to interruption of a key part
of a business. This is a complicated form of insurance
but, for many businesses, getting it right can mean the
difference between surviving a loss, or closing.

The Value of Managed Care in Controlling
Workers Compensation Costs

The number and size of claims you have directly drives
the cost of your workers compensation insurance; if you
want to manage your workers compensation insurance
cost you have to manage claims. One of the most
valuable tools for that purpose is a managed care
program. This is nothing more than an effort by the
employer to direct the medical care of an injured worker
to assure that such care is timely, appropriate and
effective. It can be a formal program, in conformance
with various state workers compensation statutes in those
states that allow it. In other states, and again to the extent
that state law allows, it can be a voluntary program.

Employers and employees both win with managed care.
When a prequalified network of medical providers is
established to treat job related injuries, physicians that
are selected for the network can satisfy several objectives.
First and foremost, they should be specialists in treating
work related injuries. If you have the type of business
that sees a number of lifting or material handling injuries,
for example, you’ll want the best orthopedists you can
find in your network, with particular skill in treating back
injuries.

You'll also want them to see your employees quickly (no
three week waits for appointments), provide their medical
reports to you and your claims adjusters quickly, be
willing to work with you to return employees to work as
soon as possible in some modified capacity that
recognizes and accommodates the injured employee’s
diminished work capacity, and, perhaps most important,
you want them to answer their phone and take your calls.

Your employees benefit, too. The way medical services
are delivered in this country is complicated and confusing
for even the most sophisticated folks. Your average
employee might feel most comfortable seeing his family
doctor for a job injury, but the physician who treats
Granny’s lumbago, the toddler’s ear infection, and sister’s
migraines is rarely the right one to be dealing with work
injuries. If you can get that injured employee to the doctor
best qualified to handle his particular ailment, chances
are he gets better treatment, recovers more quickly, and
gets back to work faster.

Many states have provisions in their workers
compensation statutes that allow for and define the
parameters of such programs. The most progressive states
recognize the value of these plans and actively encourage
employers to establish managed care networks for work
related injuries.

The first step in implementing such a program is to identify
a gatekeeper, a doctor or occupational health facility that
will serve as first treater for most work injuries (the most
serious accidents will still call for an immediate trip to
the ER). You’ll want to work with that doctor to establish
your expectations about timely treatment and
communication. If that doctor has some understanding
of the type of work your employees do, and can release
them back to work in some modified duty format to
accommodate their temporary physical limitations while
they recover from their injury, even better.




You'll also want to identify a group of selected specialists.
Back and joint sprains and strains are usually the most costly
and frustrating work injury claims; at minimum you’ll want
good orthopedists represented. If your business involves a
particular type of injury risk you might also seek
representatives of specialties to address that (for example,
a foundry might want burn specialists in their network).

In order to gain the best advantage from a managed care
program, you’ll need to incorporate some controls. For
example, employees will need to be educated about the
program. They need to know what you are doing, and
why. Delivering better quality occupational medical care
is a benefit to them, and they should know that.

You will need to develop a clear set of instructions for
employees, telling them what to do if they suffer a work
related injury. These should include a form they take with

them to your first treating physician, identifying them as
your employee, and part of your MCP. Your first treater
should also have instructions, to immediately communicate
back to you their findings after seeing your employee, and
to refer to specialists within your network if called for.

You should also have a mandatory transitional duty return
to work program, consistent with state laws, that will
accommodate an injured employee’s physical restrictions
while recovering from their injury.

Your insurance company and claims adjusters also need
to know what you are doing. The cost of workers
compensation claims can be managed, but you, your
selected doctors, and your claims adjusters will all need to
be working as a team. Since it’s ultimately your dollars at
stake, you’ll want to be the one quarterbacking the process
and being sure that your whole team is working together.

your age, don't let the summer heat get the best of you.

Heat Exhaustion

Symptoms include:
Dizziness, weakness, nausea, headache, and vomiting
Blurry vision
Body temperature rising to 101°F

Heat Stroke
Heat stroke is the result of untreated heat exhaustion.
Symptoms include:

Ceasing of sweating

Unawareness of thirst and heat

Body temperature rising rapidly to above 101°F

extreme heat.

Tips For Staying Cool

of water a day; more during heat spells.

Beating the Summer Heat - Tips for staying cool when summer heats up

Summer heat can be more than uncomfortable; it can be a threat to your health, especially for older adults and children. Whatever

Heat exhaustion occurs when a person cannot sweat enough to cool the body, usually the result of not drinking enough fluids during
hot weather. It generally develops when a person is playing, working, or exercising outside in extreme heat.

A person suffering from heat exhaustion must move to a cool place and drink plenty of water.

Confusion or delirium
Possible loss of consciousness or seizure

When the mercury rises...

Staying well-hydrated is one of the most important things you can do to beat the heat. Feeling thirsty means that your body is on the
road to becoming dehydrated, so don’t wait to drink until you are thirsty — especially if you are working or exercising outside in

Heat stroke is a serious medical emergency that must be treated quickly by a trained professional. Until help arrives, cool the
person down by placing ice on the neck, armpits and groin. If the person is awake and able to swallow, administer fluids.

Drink plenty of water. In hot weather, drink enough water to quench your thirst. The average adult needs eight 8-ounce glasses

Dress for the weather. When outside, wear lightweight clothing of natural fabric and a well-ventilated hat.

Stay inside when possible. Do errands and outside chores early or late in the day.

Eat light. Replace heavy or hot meals with lighter, refreshing foods.

Think cool! Take a cool shower or apply a cold compress on your pulse points. Or, visit an air-conditioned mall or movie theater.

Provided for informational purposes only and not intended as medical advice. For further information, please consult a medical professional.

Sweaty skin
Feeling hot and thirsty
Difficulty speaking




