
Wisconsin Floods Highlight
Need For Business Insurance

Wis con sin’s 2008 floods bring home the im por tance of
small busi ness own ers having ad e quate in sur ance cov er age.

Ac cord ing to in sur ance in dus try ex perts, many small
busi nesses are underinsured, ei ther in dol lar terms or in the
kinds of pol i cies they’ve taken out. Some times there is a 
rea son for this ignorance—an owner may not re al ize that a
pol icy does n’t cover cer tain haz ards. But in this dif fi cult eco -
nomic cli mate, own ers also may have de cided to forgo the
cost be cause of cash flow prob lems.

An owner needs to weigh the risk of a di sas ter strik ing
the com pany against the cost of cov er age or the cost of hav -
ing to re build the busi ness if it is underinsured.

Some com mu ni ties that flooded last sum mer when the
Mis sis sippi River spilled over its banks were con sid ered re -
mote enough from the river to be safe, ac cord ing to Mike
Barry of the In sur ance In for ma tion In sti tute. The odds are
that some busi ness own ers never took out flood in sur ance—
which must be pur chased sep a rately from stan dard prop erty
coverage—be cause they never im agined they’d be washed
out.

Avoiding Disaster Insurance Can Be Costly

Own ers also need to be sure they’re in sured against spe -
cific kinds of di sas ters. Flood in sur ance has got ten a lot of
no tice since Hur ri cane Ka trina three years ago, but many
busi nesses still don’t buy the ex tra pro tec tion.

Flood in sur ance is some thing many peo ple never ex pect
to need. But the fact is, if a small stream near your busi ness
swells up af ter an un usu ally long pe riod of rain and wa ter

pours in through the
win dows or door,
your damage won’t be 
cov ered with out it.

Too of ten own ers 
re gard in sur ing
against a di sas ter as
money go ing out with
a very in def i nite re -
turn on in vest ment.
It’s seen as an un nec -
es sary ex pense by
some. A big mis take
own ers can make is to 
take out a pol icy that
cov ers prop erty dam -
age from forces such
as wind, rain, hail and 
fire, and as sume that’s 
all they need. They’d be better off with a busi ness owner’s
pol icy, which in cludes prop erty cov er age and— per haps
even more im por tant in the event of a di sas ter—busi ness in -
ter rup tion in sur ance. It costs more than a stan dard prop erty
pol icy, but busi ness in ter rup tion in sur ance can save a com -
pany from go ing un der.

Flood in sur ance is avail able through the gov ern ment’s
Na tional Flood In sur ance Pro gram. Ask your independent
agent for as sis tance with pur chas ing flood and busi ness
owner’s in sur ance.
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Life Insurance For Key
Employees
Who Is A Key Em ployee?

A key em ployee is some one
whose knowl edge and skills con -
trib ute sig nif i cantly to your busi -
ness in come. Los ing a key
em ployee would most likely
cause sub stan tial neg a tive fi nan -
cial con se quences for your busi -
ness. Ac cord ing to a sur vey of
small busi nesses by the Na tional
As so ci a tion of In sur ance Com -
mis sion ers, 71 per cent of the
firms sur veyed said they were
very de pend ent on one or two key peo ple for their suc cess. How ever,
only 22 per cent of re spon dents had key per son life in sur ance in place.

What Is Key Employee Insurance?

Life or dis abil ity in come in sur ance can com pen sate your busi ness
when cer tain key em ploy ees die or be come dis abled. These coverages
cush ion some of the ad verse fi nan cial im pact that re sults from los ing a
key em ployee’s par tic i pa tion.

How Much Life Insurance Is Advisable?

There is no set for mula for putt ing a dol lar value on the fi nan cial
im pact of a key em ployee’s death. Nev er the less, you need to come up
with a fig ure as a guide to how much in sur ance cov er age to buy. Some
life in sur ance com pa nies pro vide for mu las for this which may or may
not have a re al is tic re la tion ship to the em ployee’s worth to your busi -
ness. In some cases, a look at the em ployee’s re spon si bil i ties can fa cil i -
tate val u a tion. If, for ex am ple, the em ployee is re spon si ble for a cer tain
vol ume of sales, the loss is the profit de rived from the per son’s sales,
less the profit that could be ex pected from a re place ment. Also to be in -
cluded is the ex pected cost of re plac ing the em ployee, in clud ing em -
ploy ment agency fees and mov ing ex penses and pos si bly a higher
sal ary for the re place ment.

Who Owns The Life In sur ance Pol icy?

Usu ally, your or ga ni za tion owns the pol icy, pays the pre mium and
is the ben e fi ciary. Al ter na tively, your busi ness and a key em ployee may 
agree to split the pre mium pay ments, cash sur ren der and death ben e fit
value. The em ployee must agree to the com pany’s pur chase of this in -
sur ance. The in surer may also re quire a res o lu tion from your board of
di rec tors stat ing the pol icy’s pur pose.

What Kind Of Life In sur ance Should I Buy?

Busi nesses usu ally use term in sur ance when the only pur pose is to
com pen sate for losses caused by the key em ployee’s death. Pol i cies that 
ac cu mu late cash value are ap pro pri ate in some cir cum stances. Dis cuss
which is better for your busi ness with your in sur ance agent.

Should You Buy
Rental Car

Insurance???

Prop erly in sur ing a rental car can be con -
fus ing, frus trat ing and down right daunt ing. Un -
for tu nately, many com pany em ploy ees do not
even think about car rental in sur ance un til they
get to the coun ter, which can re sult in costly
mis takes, ac cord ing to the In sur ance In for ma -
tion In sti tute (I.I.I.).

“Whether or not to buy rental car in sur ance 
or any other in sur ance prod uct should not be a
snap de ci sion,” said Jeanne M. Salvatore from
the I.I.I. “Faced with a num ber of choices, some 
rent ers ei ther pur chase all of the cov er age or
they de cline the in sur ance with out know ing if
they are cov ered by other pol i cies. This can re -
sult in ei ther wast ing money by pur chas ing un -
nec es sary cov er age or hav ing gaps in cov er age,
mak ing the driver dan ger ously underinsured.”

Many car rental com pa nies now im pose
var i ous fees af ter an ac ci dent that you may not
be aware of and will be held re spon si ble for.
These fees can in clude: tow ing, stor age, im -
pound fees, loss of use, di min ished value and
ad min is tra tive ser vices. “Ad min is tra tive and di -
min ished value fees vary widely, cost ing any -
where from sev eral hun dred to sev eral
thou sands of dol lars if you are in volved in an
auto ac ci dent,” said Salvatore.

What This Symbol
Means To You …

There is a dif fer ence in where you buy your
in sur ance. Many don’t re al ize there are three
sources for in sur ance:

1. Cap tive Agents—who can sell you the in sur -
ance of only one com pany.

2. Tele phone & Internet Rep re sen ta tives—who
can of fer you the in sur ance of one com pany
only on the tele phone or via computer.

3. In de pend ent In sur ance Agents, like us—who
rep re sent many in sur ance com pa nies. We re -
search these firms to find you the best com bi -
na tion of price, cov er age and ser vice for all
your in sur ance needs.


