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Making sense of Business 
Interruption insurance

When considering 
property losses 
in manufacturing 

or distribution, most people 
think of fire damage to the 
building as well as inventory 
and equipment inside. They 
wonder how their insurance 
policy will respond to such 
a loss and what will it pay 
to rebuild the facility and 
replenish inventory. While 
these are essential questions, 
it’s important to understand 
Business Interruption (also 
called Business Income or 
Loss of Income) coverage and 
how it can help. 
	 What if your facility had a 
fire and you could no longer 
conduct business there? 
Your property policy will likely 
pay to rebuild and for the 
contents inside. But what would 
happen to your livelihood in 
the meantime? Would your 
employees leave to work for 
a competitor? How would 
you retain your customer 
base? This is when Business 
Interruption coverage steps to 
the foreground.
	 This coverage can include 
several things, depending on 
how it’s structured for your 
operation:
n	�Loss of revenues due to total 

inability to use the facility
n	�Reduction of revenues due 

to the ability to only use the 
facility at a fraction of its 
capacity

n	�Payroll for key employees so 
they don’t go to a competitor 
during the rebuilding phase

n	�Payroll for all employees so 
they don’t go to a competitor 
during the rebuilding phase

	 In addition, Business 
Interruption can be structured 
to include extra expenses 
incurred from conducting 
operations at an alternative 
facility while yours is being 
repaired or rebuilt. This is 
referred to as Business 
Interruption Including Extra 
Expense (such as rental space 
for a temporary location, 
installation of phones, 
computers, etc., as well as 
advertising your interim site to 
customers). 

	 Extra Expense coverage 
is provided to help you retain 
as many clients and as much 
revenue as possible after a 
property loss. Note, it can be 
purchased by itself. Buying it 
without Business Interruption 
may be a good option for 
companies that don’t require 
a specialized facility or have 
operations that could be 
conducted anywhere. This 
is typically not the case with 
manufacturing.
	 Business Interruption can 
be extended after the facility is 
rebuilt. The need for this option 
arises because it often takes 
time for revenues to return to 
normal levels. For example, you 
may need to contact customers 
who went to a different facility 
or re-staff for your operation 
to reach 100 percent capacity 
again. A basic tenet of this 
insurance policy is to restore 
you to “pre-loss condition.” 
It often takes more than just 
repairing or rebuilding and 
resuming operations to reach 
pre-loss revenues.  
	 After reviewing options 
with your agent and selecting 
appropriate Business Interruption  
coverages for your company, 
there will be discussion about 
how the coverage pays when a 
covered loss occurs. It can pay 
based on length of time you are 
unable to conduct business or 
based on a dollar amount for a 
specific time period. Following 
are examples of both situations.
n	� You estimate dollar exposure 

is about $1 million per 
year and that it will take 
six months to restore 
the business to pre-loss 
condition. In this scenario, 
you would choose a limit 
of $500,000 at 50 percent 
coinsurance, which tells 
the insurance company the 

$500,000 limit represents 
half a year. There is no 
limitation on how much you 
can receive per month, with 
the understanding that the 
policy will not pay more than 
$500,000. (You can also 
choose up to a year or more 
if projected restoration time  
is longer.)

n	� Using the same $1 million 
of exposure, you can opt 
to receive a certain dollar 
amount per month. If you 
think it will take six months 
to restore your business, 
you could choose to receive 
the $500,000 at a one-sixth 
monthly limit of indemnity. 
In this scenario, the policy 
would pay no more than 
$83,333 per month for a 
maximum of six months, or 
one-sixth of $500,000. (You 
can choose other monthly 
limits such as one-third or 
one-fourth, depending on 
estimated restoration time.)

	 When selecting coverages 
for your business and policy 
method of payment in the 
event of a covered loss, 
the discussion should be 
between you and your agent to 
determine how to best protect 
your company.

As NTEA’s preferred 
insurance agency, JD 
Fulwiler developed the 
Protection Plus program 
to provide the industry 
with underwriting, risk 
assessment and loss 
prevention services.  
JD Fulwiler will shop  
among many top insurance 
carriers with which it does 
business to find a coverage 
solution that best meets  
your needs. Learn more  
about this program at  
ntea.com/partnerships or 
call 800-441-6832.

“It often takes more than just repairing 
or rebuilding and resuming operations 
to reach pre-loss revenues.”

Guest editorial  
Becky Harding, CPCU 

Director of Association Programs
JD Fulwiler & Company 
Insurance
877-924-5777

Get Rid of Sway & Roll

• Eliminate Squatting
• Improve Steering
• Increase Vehicle Safety

What’s the easiest way to increase vehicle stability?

Timbren SES upgrades are fast, effecient, and economical. And they will fix roll and 
sway. Period.

Timbren’s Lifetime Warranty and Customer Satisfaction Guarantee ensure that 
you’re making the smart choice. Here are a few more ways you can benefit by 
using Timbren SES upgrades:
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To learn more, visit: 

isd.engin.umich.edu/HeavyTrucks

Merge these two subjects to 
reveal the special dynamic 
behavior of heavy truck systems.3

Examine the details of 
truck components and their 
properties. 2

Review the fundamentals of 
vehicle dynamics.1

This four-day course is structured in three parts: 

(734) 647-7200
 

isd-answers@umich.edu

• Ride quality
• Braking
• Turning

• Rollover
• Multiple vehicle  
   issues 

COURSE TOPICS INCLUDE:

And More!

LEARN ABOUT THE 
UNIQUE PERFORMANCE PROPERTIES &

ENGINEERING REQUIREMENTS FOR

HEAVY DUTY 
TRUCKS 

May 22–25, 2017
Ann Arbor, MI

 


