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Important aspects of insurance and loss prevention for business owners and managers

Disaster recovery must
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being carried by most businesses were

A critical insurance element is
determining when an incident occurred that
gave rise to a claim. In most asbestos-related
bodily injury cases, there was no single
incident that could be identified and
pinpointed in time. More likely, the injury or
illness was the result of exposure to the
material over a long period.

Chances are that companies that have
been sued carried an “Occurrence” liability
policy. Most likely your Commercial General
Liability Policy (C.G.L.) is on the same form.
It responds to claims that occur during the
policy period, regardless of when the ensuing
claim was made. So, a claim based on events
that started many years ago and continued
thereafter would be partially covered by each
policy in effect during all the years of the Continued on page 2




Liability insurance

from page |

defendant corporation having been
insured by different insurers during the
intervening years. The ensuing
difficulties are compounded by
changes in coverage, deductibles, by
suits against more than one defendant
and even by entities allegedly at fault
having disappeared in the interim.

All of this illustrates problems that
arise from the “long-tail” that can
attach to legal liability incidents. One
of the first facts you should check is the
limit you carry, particularly if you have
not changed it in recent years. There is
no rule of thumb to guide you. No one
knows better than you the hazards
inherent in your operations and/or
your products.

In this respect, it is important to
remember that, unless arranged
otherwise, the limits in your policy are

stated in Canadian currency. At today’s
exchange rates, $1,000,000 Canadian is
equivalent to approximately $800,000
U.S. If you export to the U.S.A., you
need to take this into account together
with the fact that Court awards there
can be astronomically high.

Your company may be one of a
number related to each other. If they
are all insured under one C.G.L. policy,
they are covered as if each had its own
separate contract. However, claims
against more than one of them do not
increase the aggregate policy limit. If
more than one is sued for the same
event, they have to share the policy
limit. The advantages of placing all
entities under one policy may need to
be compensated by prudently
increasing your limits of protection.

Remember that C.G.L. policies

normally only pay claims for
compensatory damages. Punitive
damages awarded against your
company would not fall under the
terms of policies universally available.

Tenant’s Legal Liability coverage
forms part of the C.G.L. policy. It has
its own insuring agreement and its
own limit of coverage. If you rent or
lease your premises, obviously this
section is important. Subject to any
overriding terms in your lease
agreement, the limit should be up-
dated every year in the same way that
you revise your Property insurance
coverages. To calculate how much to
carry, you should first take into
account the replacement cost of the
part of the building you rent. To this,
you should add the rental income the
landlord would lose, if your rent will
abate during the time it is being rebuilt
or repaired.

There is more than one way to
arrange your coverage. The simplest is
to set the total limits you need under
your C.G.L. and automobile policies
individually. However, this may not be
the most efficient choice. An alternative
is to carry reasonable limits in those
policies and then “top-up” to the
ultimate total you require with a
Commercial Umbrella Liability policy.

There could be financial and
coverage advantages doing so. The
Umbrella policy may provide broader
coverage in some respects than the
primary policies. It will also kick-in if
the underlying policy limits are used
up either on a single claim or in the
aggregate of products or completed
operations claims.

We will be pleased to advise you on
the alternatives and help you to make a
decision that best suits your company’s
risk and financial capacities.
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Disaster recovery must be in your plans

he big story that followed the
I sudden untimely death of the

C.E.O. of McDonald's earlier this
year was the speed with which his
replacement was appointed. The
company must have planned for the loss
of its most valuable assets — human
beings— as well as its property and
earnings. And, to all appearances, the
plan worked!

The first step in planning to recover
from a disaster is to identify and assess
every vulnerable aspect of your business.
Risks fall under the broad categories of
property, earnings and liability. Property
risks include customized machinery and
equipment; areas where volatile or
hazardous material are processed or
stored; production or handling
bottlenecks. Local building by-laws may
affect your ability to rebuild on the site
your business presently occupies. Rate
the consequences of a complete
shutdown of electrical power. The loss of
data, records and communications,
whether electronic and verbal, could be
disastrous. Loss of e-mail might bring
business to a halt. Are there areas in your
premises that might be vulnerable to
burglary or malicious damage?

Don't restrict your thinking to your
own premises nor to major incidents
alone. What disruption might be caused
by the loss of one or more of your
delivery vehicles? Consider the total loss
of a truck, particularly one with
customized fittings, or the non-delivery
of shipments. Would your earnings be
affected if a fire at the premises of a key
supplier cut off supply of your raw
materials? Do you have one or more
customers whose inability to accept your
shipments due to fire would be
financially damaging?

Once you have completed your
survey, you can draw up a programme to
minimize the weaknesses you have
uncovered that affect your property and
earnings. Good housekeeping, regular
inspections and maintenance will go a

long way to reduce the dangers.
Installation of more fire protection
equipment may be called for. Perhaps a
security system should be installed. If so,
be sure Underwriters Laboratory of
Canada (ULC) has certified it. Other
physical protection might include barred
windows and fire doors (again, ULC
labeled).

Liability risks involve bodily injury,
property damage, personal injury and
advertising liability. To deal with this,
make your premises as safe as possible.
Good housekeeping also helps achieve
this. Be sure your products are properly
labeled and have legally correct warnings
if they are hazardous. Do not think only
of your customers or the public
regarding injuries. Remember your own
employees too. For them, workplace
safety is a major concern along with
protection against discrimination and
sexual harassment.

Your vehicle fleet must be well
serviced and maintained. The driving
record of all drivers should be checked
periodically to ensure they have not been
involved in accidents or been convicted
of driving offences of which you have no

knowledge. New drivers should never be

hired without their driving record being
given to you. You should also check that

employees who use their own vehicles on

business for you are covered for more
than the minimum liability limits
legislated in your Province. This is to
protect your liability position if they are

involved in an accident while working for
you. It could reduce the contribution by

your Non-Owned Automobile Liability
insurance to a claim exceeding the
coverage under the employee’s
Automobile policy.

Don't overlook your liability to third
parties for the actions of others. This
takes in sub-contractors, agents, and
owners of property you rent or lease.
You should try to transfer as much of
your risk to them as possible through
binding legal agreements. For the
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balance, you will need to determine how
much risk your company’s finances can
accept and then obtain coverage for
residual exposures that are insurable.

A key element in organizing steps to
be taken after a disaster is to test them to
see they will achieve the desired results.
We know of a firm that contracted with
an E.D.P. Disaster Recovery Centre to
recreate all its data in the event they were
destroyed. When tested, their plan failed
because one programme had not been
duplicated and given to the Centre. The
owners were able to correct the oversight
and sleep comfortably at night
afterwards!

Your plan must be communicated to
every individual employee. Each one
must become familiar with it and then
follow it faithfully. As their manager,
your role will be to monitor compliance
and update the plan at regular intervals.






