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When the unexpected happens, the financial fallout from temporarily shutting down your business can be just as devastating as the event itself. Whether you run a local coffee shop or manage a regional manufacturing facility, business interruption insurancecan be the safety net that keeps you open for business.What Is Business Interruption
Insurance?Business interruption insurance, also referred to as business income insuranceand business continuity insurance, covers a loss of business incomewhen your business is forced to temporarily close due to a covered event. Whilecommercial property insurance helps cover the physical damage, business interruption insuranceaddresses the
financial impact of not being able to operate.This coverage is typically added to a commercial property policy or included in abusiness owners policy (BOP). It is not available as a standalone policyWhat Does Business Interruption Insurance Cover?Business interruption insurancesupports your ability to recoverand maintain stability if a covered loss
forces your business to shut down. Most policies include coverage for the following:Lost income: Reimburses lost profits based on your businesss financial records and historical earnings to help maintain revenue while operations are paused.Employee wages: Covers payroll expenses so you can continue paying employees and retain talent during
downtime, avoiding costly turnover or rehiring delays.Loan payments: Helps you stay current on business loans, SBA financing, and equipment leases during shutdowns.Rent or commercial mortgages: Covers lease or mortgage payments even if your space is unusable due to a covered loss.Relocation Costs: Pays for moving and setting up operations
at a temporary location when your primary location is unusable.*Civil authority: Covers losses when access to your business is restricted by government order(s) due to nearby physical damage caused by a covered peril. This typically applies when your space isnt damaged but becomes inaccessible, such as mandated evacuations or street closures
after a tornado.What Does Business Interruption InsuranceNot Cover?While business interruption insuranceprovides essential protection, it comes with limitations. Coverage typically depends on whats included in your commercial property or business owners policy. If an event isnt covered there, it likely wont trigger your business incomecoverage.
Common exclusions include:Power outagesPandemicsand communicable diseasesFlood damage, unless you have separate flood insuranceEarthquakes, unless you have separate earthquake coverageHow Does Business Interruption Insurance Work?Business interruption insuranceis designed to keep businesses afloat until normal operations can
resume. It kicks in when your business experiences a direct physical loss due to a covered event, such as a fire,hurricane, severe storm, or vandalism. To file a business interruption claim, the loss must meet the criteria specified in your policy.Most policies include a waitingperiod of 24 to 72 hours, depending on endorsements, before coverage begins.
Coverage continues through the policys defined restoration period.How Long Does Business Interruption Insurance Last?Coverage lasts for the period of restoration, which is the time needed to repair or replace damaged property. This period begins after the policys waiting periodand continues until your business can return to normal operations.
Most policies provide coverage for up to 12 months, though some may extend longer depending on your policys terms, limits, and endorsements.How Much Does Business Interruption Insurance Cost?The cost of business interruption insurancecan vary significantly. Since this coverage is usually bundled with commercial property or a business owners
policy, premiums reflect both your business profile and risk exposure. Common factors that affect your premium include:Business size and annual revenuePayroll and number of employeesIndustry and operational risk levelLocation and exposure to local hazardsPolicy limits and deductiblesHistory of insurance claimsIs Business Interruption Insurance
Required?Business interruption insuranceisnt legally mandated, but it may be required by lenders or as part of a lease agreement. More importantly, its a smart investment for businesses that:Operate from a physical locationRely on specific equipment or machineryHold inventory or perishable goodsHave significant daily operating expensesCarry
business loans, leases, or mortgagesHow Much Business Interruption Insurance Do I Need?Determining the right coverage starts with understanding your financial baseline. Consider the following when estimating your coverage needs:Average monthly revenue: Use historical data to estimate how much income would need to be replaced during a
shutdown.Fixed operating expenses: Include payroll, rent, utilities, loan payments, and other costs that continue even if operations stop.Industry-specific recovery timelines: Align your coverage with your expected downtime and operational complexity.Get a Business Interruption Insurance QuoteBusiness interruption insuranceplays a key role in
protecting your financial stability, long-term viability, and ability to support your employees. When a covered lossbrings your operations to a halt, the financial impact can be swift and widespread. Business interruption insurancehelps bridge the gap covering ongoing expenses like payroll, rent, and loan payments.To make the most of your policy,
make sure you fully understand the terms of your policy, including any exclusions, limits, deductibles, and waiting periods. A well-matched policy can make all the difference.Ready to safeguard your business?Connect with an agentto review your current coverage or get a tailored quote. Business Interruption refers to a situation where a company's
operations are halted due to unexpected events, leading to a loss of income and increased expenses that affect the financial health of the business. The definition of Business Interruption encompasses a wide range of causes, including natural disasters like floods and earthquakes, fires, major equipment breakdown, cyber-attacks, or even a global
pandemic. These events can disrupt the normal workflow and operations of a business, resulting in significant financial losses. The meaning of Business Interruption may refer to the period during which the affected business cannot operate at full capacity or is forced to cease operations altogether. During this time, while revenue might be reduced or
completely halted, many of the businesss operating expenses continue to accumulate, such as rent, loan payments, and salaries, thereby exacerbating the financial strain on the business.Business Interruption insurance is a critical component of risk management strategies for businesses across various industries. This type of insurance coverage is
designed to compensate businesses for the income lost during the period of interruption. The aim is to place the business in a similar financial position it would have been in had the interruption not occurred. It can also cover operating expenses that continue to accrue, even when business activities are reduced or suspended, and, in some cases,
extra expenses incurred to expedite the recovery process and resume normal business operations.In essence, Business Interruption insurance provides a safety net for businesses facing unexpected disruptions, allowing them to recover and rebuild without the debilitating financial pressures that such events can cause. Understanding and effectively
managing Business Interruption risks is crucial for ensuring the resilience and continuity of operations in todays unpredictable business environment. 1K 289 A bite-sized newsletter outlining industry insights & best practices for high-growth companies. Last Updated: 1/31/2024Issue:Business interruption (BI) insurance, also called business income
insurance, helps small businesses protect against monetary losses due to periods of suspended operations when a covered event, such as a fire, occurs and causes physical property damage. The coverage allows businesses to pay fixed expenses, including costs incurred while operating at an offsite location, while the property is closed for repairs and
restoration. Policies also reimburse owners for lost revenue that would have otherwise been earned if the business remained open. Business interruption policies are typically bundled within a larger businessowners policy (BOP) that includes business property and liability coverages. Companies with 100 or less employees with revenues of up to$5
million or lessare eligible for these plans. It is estimated that between30-40% of small business ownerscarry business interruption insurance.Background:According to theFederal Emergency Management Agency(FEMA), about 25 percent of businesses fail to reopen after a disaster strikes. One component of adequate disaster preparedness for small
businesses includes purchasing a business owners insurance policy, or BOP. A BOP is themost commonly purchased policyby small businesses and includes general liability, commercial property/business property coverage, and business interruption insurance. General liability:Also known as business liability insurance, this coverage protects the
business from liability claims alleging bodily injury, property damage, libel, and slander. If someone gets hurts on the business property, general liability helps pay for medical expenses. It also pays legal fees if someone files a lawsuit against the business.Commercial property: Also known as business property insurance, this coverage protects the
businesss location and physical property, such as equipment, inventory, and furniture. Commercial property insurance can help with repair or replacement costs if a covered peril such as fire or lightening results in physical structural damages to a building or items inside the building, such as office equipment. Property that has been damaged due
toriots, civil commotion, and vandalismis also usually included. Commercial property insurance works in tandem with business interruption coverage.Business interruption:While commercial property pays for actual physical damages or losses, BI covers lost net income due to the closure of the business while repairs are underway. These policies may
cover rent or lease payments, relocation costs, employee wages, taxes, and loan payments. Business interruption does not typically cover damages or losses from flooding, earthquakes, and mudslides, although consumers can purchase additional coverages for these specific perils. Exclusions from coverage include losses unrelated to property
damage, such as lost revenues due to viral outbreaks or pandemics.Civil authority coverage: Business interruption policies may contain a clause for civil authority coverage. If a state, local, or federal government entity prohibits access to the business premises, and thereby forces businesses to temporarily close, Bl insurance may cover lost income
through a civil authority clause. The civil authority provision in a standard BI policy form issued by the Insurance Services Office (ISO) stipulatescertain provisionsbe met to trigger coverage:Access to the premises must be completely prohibited; andphysical damages must be present near the insured property; anddamages must be caused by a peril
covered under the property policy.Civil authority coverage usually applies in the wake of natural disaster events where physical damages have occurred within a specific proximity to the insureds business, even if the business itself is not damaged. For example, a tornado strikes an area of town causing structural damage to buildings and authorities
cordon off the area, restricting ingress and egress to property. As a result, a businessowner in that area cannot access his property and must temporarily close his business. Civil authority in this instance may be triggered since physical damages were sustained to properties within the surrounding area of the insured business, access to the business
owners property was restricted because of a city mandate, and the peril causing the damages (a tornado) was covered in the policy. As each policy is unique and wording may differ, policyholders should consult the specifics in their contract.Additionally, there are two more types of business interruption insurance policies: contingent business
interruption and extended business interruption. These are optional coverages that are available as riders to a standard business interruption policy.Contingent business interruption (CBI): Contingent business interruption insurance policies protect against losses from supply chain disruptions, but may require the occurrence of property damage to
trigger coverage When supply chain disruptions or closures occur with suppliers, vendors, or other companies a business relies on, a business may be eligible for payouts with CBI. For example, a print media publisher that relies on a single print company that goes out of business would utilize CBI to recover lost business revenues due to the print
companys closure. These policies provide businesses with cash to help cover payroll, rent, and other expenses to keep the business open. Like business interruption insurance, payouts on CBI claims are typically related to physical damage or other commercial property claims.Extended business interruption (EBI):This policy covers the intermediary
period between when a business property is repaired, but before its income returns to pre-loss levels.The cost of business interruption insurance depends on a variety of factors, including the type of industry, the number of employees, and the amount of coverage needed. A businesss physical location may also factor into the total cost. For example, if
the business is in a high-risk area that is prone to wildfires or hurricanes the premiums may be higher than for those businesses located in lower-risk locations.Pandemics & Business InterruptionInsurers started excluding viral and bacterial infections from their BI policies after the SARS (Severe Acute Respiratory Syndrome) outbreak in 2003 caused
massive losses to insurers, including a$16 million BI payoutto Mandarin Oriental, a hotel chain in Asia.In2006theInsurance Services Office(ISO) developed an exclusion for losses due to virus or bacteria. Since then, many insurers have edited their policy language to specifically exclude bacterial and viral outbreaks.It is important to make the
distinction thatnot all BI policies are one size fits all and in some instances, coverage due to viral outbreaks may vary depending on the policy. For example, an all-risk policy does not distinguish between losses due to forced government closures (civil authority) or physical loss since all-risk policies cover all perils except those that are specifically
excluded. Additionally, other coverages may have exclusions for losses resulting from mold, fungi, or bacteria; however, since COVID-19 is a virus, that exclusion may not apply. Thepolicy languageis critical to understanding what is included and excluded from coverage. If there is a specific exclusion for virus-related losses outlined in the policy, it
could be more difficult for businesses to successfully appeal a denial for coverage. Consumers should consult their insurer or agent to learn the specifics of their policy.State Legislative Activity & Industry ResponseAs of August 2020,ten states(New York,Massachusetts, New Jersey,Louisiana,Ohio,Pennsylvania,Rhode Island,California,Michigan,
andSouth Carolina)haddrafted legislationthat would force insurers to retroactively pay for BI losses incurred by the coronavirus shutdowns. New Jersey was the first state to introduce legislation, but ultimatelytabled the original bill. Additionally, Louisiana legislators modifiedSenate Bill 477to include a proposal requiring insurers to be more
transparent about specific exclusions on policy contracts afterfacing criticismabout the original bills content. Language specifying the requirement of retroactive insurance coverage for COVID-19 was eliminated in the final version of the bill. The modified legislation passed the Louisiana Senate on May 19, 2020.0Opponents argue retroactively
rewriting contracts is unconstitutional under Article 1, Section 10 in the U.S. ConstitutionsContract Clause, which asserts thatstates have limited abilityto interfere with private contracts. If there is no resolution, then it is likely that any debate over BI coverage between insureds and their insurance companies regarding coronavirus damages will
belitigated in the courts.The insurance industry opposes retroactive BI payments due to concerns about insurer insolvency and subsequently, the inability to pay existing policyholders claims. According to the American Property CasualtyIlnsuranceAssociation (APCIA), the industry holds a nearly$800 billion surplusto pay all future losses. APCIA notes
this surplus is insufficient to cover the estimated $255 to $431 billion per month in BI claims. Enforcing retroactive BI payments could bankrupt the industry in 2 to 3 months, during a time when insurers will see claims activity rise from damages due to severe weather and natural catastrophes.Pandemics are viewed by the insurance industry
asuninsurable eventsbecause they affectpolicyholders everywhere at the same time. Experts posit that only the federal government has the financial resources necessary to cover pandemic risks.Federal LegislationOn May 22, 2020 U.S. Representative Carolyn Maloney (D-NY) introducedH.R. 7011, the Pandemic Risk Insurance Act (PRIA). The bill is
modeled after theTerrorism Risk Insurance Act(TRIA) and would function as a public-private partnership between the federal government and insurance companies. The federal government and insurance companies would share costs associated with pandemic losses. The legislation, if passed, would not be retroactive and participation by insurers
would be voluntary. Industry support of the bill isdivided. Some industry groups, such as the American Property Casualty Insurance Association (APCIA) and the National Association of Mutual Insurance Companies (NAMIC), haveexpressed concernsover the bill. Both associations believe the full cost of the program should be funded by the federal
government, arguing that terrorist attacks and pandemics are different types of risks based on frequency of occurrence and geographical concentration. However, the American Academy of Actuaries (AAA) supports a federal reinsurance program. The AAAstatesthat pandemic risk is more similar to the catastrophic risks covered by programs like the
Terrorism Risk Insurance Program and the National Flood Insurance Program than to risks normally insured by the commercial insurance market and any new federal program seeking to facilitate pandemic risk coverage should reflect that difference.Other representatives also introduced legislation relating to insurance and pandemics. On April 14,
2020, Rep. Mike Thompson (D-CA) introducedH.R. 6494,the Business Interruption Coverage Act of 2020. The legislation appears to be retroactive in nature and would require insurers who provide BI coverage to include losses from pandemics or government-ordered business closure. Another bill, H.R. 6497, the Never Again Small Business Protection
Act, proposed by Rep. Brian Fitzpatrick (R-PA), also requires insurers to cover losses associated with viruses or pandemics, but it includes a provision requiring a federal reinsurance backstop. On May 20, 2020, the NAICsubmitted a letterto the U.S. House Committee on Small Business opposing proposals that would require insurers to retroactively
pay claims for COVID-19 claims.Looking aheadAccording to theAllianz Risk Barometer, business interruption insurance (34%) is one of the top three global business risks in 2023, along with cyber incidents (34%) and macroeconomic developments (25%). It will be important to monitor continuing developments in the BI sphere, especially as lawsuits
from larger companies and organizations (such as Major League Baseball) move forward. Larger corporations usually havemore tailored policiesthat do not always include specific virus-specific exclusions that smaller business commonly incorporate into their contracts. ThePenn State Covid Coverage Litigation Tracker, whichupdates statistics in
Covid-related BI litigation, has found the majority of courts so far have ruled in favor of insurers in motions to dismiss or for summary judgment. In 2021 only one case,Hopps Ltd. vs. Cincinnati Insurance Co., moved to a jury trial. In late October, the jury rendered a verdict for the defendant in thefirst jury trialfor Covid business interruption losses.
Status: On March 25, 2020 the NAIC released a statement on Congressional actions related to COVID-19 and the insurance industry. In the statement, the NAIC opposedproposed legislationthat would require insurance companies to retroactively pay for claims arising out of the COVID-19 pandemic losses that were not covered under the original
policy, arguing that such actions could create a substantial solvency risk and undermine the ability of insurers to pay other types of claims. Further, the NAIC noted that insurance is not the ideal product to cover pandemic losses, due to the widespread nature of disease and the substantial number of policyholders affected simultaneously. Instead, the
NAIC recommended direct federal intervention to address economic disruption related to the current COVID-19 pandemic and offered to work with Congress on potential solutions.In May 2020, state insurance regulators, through the NAIC, developed and issueda data callto collect business interruption information from insurers. This data will assist
state insurance regulators and others in understanding which insurers are writing applicable coverage, the size of the market, and the extent of exclusions related to COVID-19. Preliminary results show that nearly 8 million commercial insurance policies include business interruption coverage. Of that amount, 90% were for small businesses, as
defined as having 100 or fewer employees; 8% for medium businesses, and 2% for large businesses, as defined as having more than 500 employees. Significantly, 83% of all policies included an exclusion for viral contamination, virus, disease, or pandemic and 98% of all policies had a requirement for physical loss. Exclusions and physical loss
requirements were slightly more likely to occur in small business policies as compared to large business policies. Insurance regulators are also regularly collecting loss and claims data in order to obtain a sense of how claims are developing and the extent of payments by insurers.An October 22, 2020NAICreportdetailingbusiness interruption claims
and loss data disclosed that U.S. insurers have received 201,285 claims for business-interruption losses caused by coronavirus orders. Of those, 164,178 were closed without payment, 34,106 remained open and 3,001 were paid.The Center for Insurance Policy & Research (CIPR) hosted aspecial eventabout business interruption and pandemics at the
NAIC'sFall Virtual National Meetingon Dec. 8, 2020. TitledPandemic Business Interruption Federal Insurance Mechanism - Learning from the Past, Thinking About the Future, the event featuredindustry, government,and academic speakers. Theprogram, itsagenda, andspeaker biographiesare available to view. Use the select options below to view
recently added content related to the topic selected. Committee This filter is disabled while the research only filter is enabled. View upcoming meetings or use the completed tab to view the last 150 days. Couldn't find any upcoming meetings or calls... Business interruption insurance is insurance coverage that replaces business income lost in a
disaster, such as a fire or a natural catastrophe. Business interruption insurance is not sold as a separate policy but is either added to a property/casualty policy or included in a comprehensive package policy as an add-on endorsement or rider. Business interruption insurance is coverage that replaces income lost if a business is halted due to direct
physical loss or damage, such as that caused by a fire or a natural disaster.Business interruption insurance includes business income, extra expense, contingent business interruption, or civil authority coverages.This type of insurance also covers operating expenses, moving to a temporary location , payroll, taxes, and loan payments.Standard business
interruption insurance does not reimburse policy holders if the business is closed due to a pandemic. Even some all-risk insurance plans have specific exclusions for losses due to viruses or bacteria.Some small business insurance policies include business interruption insurance. Interuptions to business operations are considered the top threats to
enterprises globally, according to a 2024 survey by financial multinational Allianz. Business interuption was cited as a major concern and risk by 31% of responders, trailing only cyber incidents (36%). Cyber attacks and the other top threat, natural catastrophes (26%), are also common causes of business disruptions, Business interuption coverage
(sometimes known as business income coverage) is one of several types of insurance designed to protect businesses against various types of risk. This type of coverage applies to a temporary disruption in operations over the duration of the business interruption period, which is specified in the insurance policy. According to the Insurance Information
Institute, the standard policy period is 30 days, but using an endorsement can extend it to 360 days. Most business interruption insurance policies define this period as lasting from the date that the covered peril began until the date that the damaged property is physically repaired and returned to the same condition that existed prior to the disaster.
There may also be a waiting period of 48 to 72 hours. Business interruption insurance premiums (or at least the additional cost of the rider) are tax-deductible as ordinary business expenses. This type of policy pays out only if the cause of the business income loss is covered in the underlying property/casualty policy. The amount payable is largely
based on such factors as the past financial records of the business and the amount of coverage. Other factors include the type of industry, number of employees, and whether the location is subject to natural disaster risks (such as hurricanes or wildfires). Time is of the essence when reporting business interruptions. Consider the importance of not
only filing a prompt claim but providing prompt back-up to substantiate your claim quickly. There are several types of business interruption insurance available which may include or exclude different types of claim items. The most common forms of business interruption coverage include:Business Income Coverage: This form of coverage assists in
replacing lost income and paying ongoing expenses if your business is forced to close temporarily due to a covered loss. It can compensate for missed profits, payroll, rent, taxes, and other operating costs, as discussed below.Extra Expense Coverage: Extra expense coverage assists in covering the additional costs your company may incur to minimize
or avoid a shutdown. This may include items such as renting temporary office space or equipment, paying non-exempt staff overtime, or covering the cost of temporary transportation or relocation.Contingent Business Interruption Coverage: This form of coverage protects your company from losses caused by a disruption in the operations of a supplier
or other business partner on which your company relies. For example, if a fire prevents your supplier from delivering goods to your company, contingent business interruption coverage may help compensate for your lost income.Civil Authority Coverage: Civil authority coverage protects your firm from damages caused by government-mandated
closures or other limitations that prevent it from operating. For example, if your firm is forced to close due to a mandatory evacuation order or a curfew issued by local authorities, civil authority coverage may be able to compensate you for your lost income. As you review the lists below, consider how each type of expense may pertain to only a specific
type of coverage or may only be included if that coverage is opted into. Most business interruption insurance covers the following items:Profits: Based on prior months' performance, a policy will provide reimbursement for profits that would have been earned had the event not occurred.Fixed costs: These can include operating expensesand other
incurred costs of doing business.Temporary location: Some policies cover the costs involved with moving to and operating from a temporary business location.Commission and training cost: In the wake of abusiness interruption event, a company will often need to replace machinery and retrain personnel on how to use the new machinery. Business
interruption insurance may cover these costs.Extra expenses: Business interruption insurance will provide reimbursement for reasonable expenses (beyond te fixed costs) that allow the business to continue operating while the business gets back on solid footing.Civil authorityingress/egress: A business interruption event may result in government-
mandated closure of business premises that directly causes financial loss.Examples include government-issuedcurfewsor street closures related to a covered event.Employee wages: Coverage of wages is essential if a business does notwant to lose employees whileit is shut down. Thiscoverage can help a business ownermake payroll when they cannot
operate.Taxes: Businesses are still required to pay taxes, even when disaster hits. Tax coverage will ensure a business can pay its taxes on time and avoid penalties.Loan payments: Loan payments are often due monthly. Business Interruption coverage can help a business make those payments even when they are not generating income. Business
interruption insurance is not sold as a separate policy but a rider added to an existing insurance policy. According to the Insurance Information Institute , you will not be covered for: Broken items resulting from a covered event or loss (such as glass)Flood or earthquake damage, which are covered by a separate policyUndocumented incomethats not
listed on your business financial recordsUtilitiesPandemics, viruses, or communicable diseases (such as COVID-19) Note that the insurer is only obligated to pay if the insured actually sustained a loss as a result of the interruption. The amount that will be recouped by the business will not exceed the limit stated in the policy. Not surprisingly, what
business interruption insurance does and does not cover came under particular scrutiny during the COVID-19 outbreak and the resulting business shutdowns and curtailments. The answer, unfortunately, is that for the most part policy holders are not covered. In recent years, the National Association of Insurance Commissioners stated, many insurers
have restricted coverage for bacterial and virus outbreaks. Some 25% of small businesses do not reopen following a disaster, according to FEMA. "The standard business interruption policy only applies when the business sustains direct physical loss or damage, such as a fire," said James Lynch, FCAS MAAA, chief actuary and senior vice president of
research and education of the Insurance Information Institute. "Business interruption can also apply when a nearby business sustains direct physical loss or damage and a civil authority like the government closes all businesses as a result." Viruses don't actually break anything. As Michael Menapace, a partner at Wiggin and Dana and professor of
insurance law at Quinnipiac University School of Law, told Jeff Dunsavage of the Insurance Information Institute: "The virus...[compared to a fire or broken windows from wind damage], leaves no visible imprint." Even all-risk business interruption insurance has exclusions. Especially since the SARS outbreak of 2003, those exclusions have tended to
include losses from viruses and communicable diseases, Dunsavage wrote. Business interruption insurance becomes effective when a covered event occurs. You can file a claim with your insurance company and provide evidence of the damages incurred. Your insurer will review your claim, especially in the light of whether the event is covered under
your current business interruption coverage. The cost of business interruption insurance varies depending on a number of factors including the size of your company, the industry in which you operate, and the coverage levels you choose. Other factors that can influence the cost of business interruption insurance include your company's location,
revenue, and claims history.Business interruption insurance can cost anywhere from a few hundred to several thousand dollars each year. However, the actual cost of your insurance will be determined by the specifics of your business and the coverage options you select. Business interruption coverage typically only activates when a direct physical
property loss arising from a covered event occurs. You may only make financial claims if this event has caused damage to your physical location Yes; your coverage for business interruption coverage is often limited to an amount based on a certain amount of activity over a certain amount of time. For example, some coverage may restrict business
interruption coverage to a 12-month financial period. In addition, there may be limits to the types of expenses that can be claimed or the types of revenue lost that may be claimed. Business interruption insurance is intended to compensate your firm for lost income and additional expenses incurred as a result of an unexpected disruption in your
business operations. However, certain situations and conditions may not be covered by your policy. Make sure you understand your the terms of your policy to avoid surprises on what may or may not be covered in case your business operations are interrupted. Fact Checked Content Last Updated: 14.01.2025 9 min reading time Content creation
process designed by Content cross-checked by Content quality checked by Business Interruption Insurance is a type of insurance coverage designed to protect businesses from financial losses that may occur due to unexpected disruptions in operations. These disruptions can arise from various events such as natural disasters, fire damages, or other
incidents that hinder normal business activities.This kind of insurance can be crucial for maintaining cash flow and ensuring the business can recover after an unforeseen event.Some key aspects include:Coverage for lost income during downtime.Reimbursement for ongoing expenses while the business is unable to operate.Support in recovering from
the incident.Explaining Business Interruption Insurance further, this insurance pays for lost revenue, which is particularly vital if a business relies heavily on cash flow. Depending on the policy, it covers various factors, including:Fixed costs: expenses that continue regardless of business operations, such as rent and utilities.Payroll costs: salaries and
wages for employees during the coverage period.Extra expenses: any additional expenses incurred to minimize the interruption period.This insurance typically covers specific types of risks, which can vary between policies. Common risks include:Fire or explosion.Natural disasters, such as floods or earthquakes.Acts of vandalism or terrorism.When
deciding on a policy, businesses should assess factors like the industry, location, and the potential impact of interruptions. Example: Consider a restaurant that suffers fire damage, forcing a closure of several weeks. The business interruption insurance will cover:Estimated lost revenue during the closure period.Ongoing expenses like rent and
utilities.Employee salaries to retain staff during recovery. Always read the fine print of your business interruption insurance policy to understand what is covered and any exclusions.Deep Dive: The scope of Business Interruption Insurance can extend beyond physical damages. For example, businesses can face interruptions due to supply chain issues,
even if their own operations remain intact. This scenario often requires specialized coverage plans, emphasizing the need for comprehensive risk assessments before purchasing insurance.Moreover, the calculation of how much coverage is needed can be complex, as it often relies on the historical financial performance of the business. It is essential
for business owners to work closely with an insurance advisor to tailor a policy that meets specific business needs and potential risks.Business Interruption Insurance covers losses a business faces during periods when it cannot operate normally due to disruptive events. The coverage typically includes several key components that ensure businesses
remain financially stable during recovery.Here are the main types of coverage included in business interruption insurance:Lost revenue: Income that the business would have earned during the interruption period.Fixed expenses: Costs that continue even when the business is closed, such as rent, utilities, and certain salaries.Temporary location fees:
Expenses associated with relocating operations to a temporary site during the restoration period.Extra expenses: Additional costs incurred to minimize the interruption and expedite the resumption of business activities.Business interruption insurance policies may also vary in terms of coverage limits, duration of coverage, and specific circumstances
under which payouts may occur. Example: For instance, if a manufacturing plant suffers a fire, the insurance can cover:Estimated lost profits while the factory is being repaired.Ongoing costs such as salaries for essential employees.Expenses for shipping products from a temporary alternative location. Always evaluate the value of your business
assets accurately to determine the appropriate level of coverage needed.Deep Dive: Understanding the limitations of Business Interruption Insurance is essential. There are often exclusions in policies, such as specific incidents that may not qualify for coverage. For example, businesses may find that damage caused by wear and tear or routine
maintenance is not covered. Additionally, some policies require a waiting period before coverage begins, meaning businesses should prepare for initial ongoing expenses until they can claim their losses.Furthermore, the duration of coverage can vary, with some policies providing coverage for a set time period (e.g., 12 months after a loss) while
others may be extended based on individual business needs. This flexibility is crucial, as some companies may take longer to recover than others. Both potential policyholders and existing policyholders should annually review their coverage and adjust it to reflect any changes in business operations.Business interruption insurance claims can arise
from various causes, impacting businesses in different industries. Understanding these potential risks is essential for effective risk management.Some of the most common causes of business interruption include:Natural Disasters: Events like earthquakes, floods, hurricanes, and wildfires can lead to significant damage to facilities.Fire Damage: Fires
can cause immediate and extensive damage to physical locations, disrupting operations.Equipment Failure: Breakdowns of critical machinery can halt production, resulting in lost revenue.Theft or Vandalism: Criminal activities can not only result in property loss but can also disrupt services and operations.Supply Chain Disruptions: Interruptions in
the supply chain, such as late deliveries or lack of essential materials, can halt business operations. Example: Consider a small clothing manufacturer that faces a fire in its production facility. This incident would lead to:Loss of income during the period the facility is repaired.Ongoing expenses like rent and employee salaries.Possible additional costs
related to leasing temporary production space. Regularly update insurance policies to reflect any changes in business operations or risks, ensuring adequate coverage.Deep Dive: Various causes of business interruptions can have far-reaching effects on a company's bottom line. For instance, natural disasters such as hurricanes not only cause
immediate structural damage but can also lead to prolonged power outages and infrastructure failures. This multifaceted nature of interruptions highlights the importance of contingency planning.Moreover, businesses often underestimate the duration of recovery from such incidents. Research suggests that the average time for a medium-sized
business to recover from a catastrophic event could exceed several months. This statistic underscores the necessity for business interruption insurance to protect against long recovery periods that could jeopardize the companys financial health.Business interruption insurance plays a vital role in safeguarding businesses against unexpected
disruptions that can lead to financial loss. By providing coverage for lost income and ongoing expenses during periods when a business cannot operate, this insurance ensures that a company can maintain its financial stability during recovery.Several key factors illustrate the importance of having this insurance, including:Financial Protection: It helps
businesses withstand unexpected events without jeopardizing their financial health.Operational Continuity: Insurance allows businesses to focus on recovery instead of worrying about lost revenue or ongoing expenses.Employee Retention: Coverage for employee salaries ensures that staff can be retained during recovery, minimizing disruption.Peace
of Mind: Business owners can operate more confidently knowing they have a safety net in place. Example: Imagine a local bakery experiences water damage due to a flood. With business interruption insurance, the bakery can:Claim lost sales during the repairs.Cover monthly expenses like rent and utilities even while the business is closed.Pay staff
wages to keep employees on payroll. Consider evaluating your insurance policy regularly to adapt to changes in your business structure and the risks involved.Deep Dive: The significance of business interruption insurance extends beyond just direct financial coverage. It also enhances a company's resilience to operational setbacks. By ensuring that a
business has the necessary funds to resume normal operations, this insurance reduces the reliance on personal savings or credit to cover lost revenue.Moreover, the factors influencing the premiums for such insurance are varied. Premiums may depend on:Understanding these factors can help businesses negotiate better terms with insurers and
possibly lower their costs. Overall, business interruption insurance is a crucial component of a comprehensive risk management strategy. Definition of Business Interruption Insurance: This insurance provides coverage for financial losses faced by businesses due to unexpected disruptions, ensuring cash flow during recovery. What Does Business
Interruption Insurance Cover? Coverage generally includes lost income, ongoing fixed costs, and expenses incurred during interruptions to maintain business stability. Common Causes of Claims: Key triggers for claims include natural disasters, fire damage, equipment failures, theft, and supply chain disruptions that impact business operations.
Importance of Business Interruption Insurance: It offers essential financial protection, supports operational continuity, retains employees, and provides peace of mind for business owners facing unexpected events. Understanding Policy Limitations: Policies may have exclusions and waiting periods; businesses must read the fine print and evaluate
what is covered to avoid unexpected gaps in coverage. Negotiating Insurance Terms: Factors influencing premiums include business type, location, and prior claims history, highlighting the need for businesses to negotiate effectively for favorable terms. What is the purpose of business interruption insurance? Business interruption insurance is
designed to protect businesses from lost income due to disruptions such as natural disasters, fires, or other unforeseen events. It covers ongoing expenses and lost revenue during the restoration period, ensuring financial stability and continuity of operations. What types of events are covered by business interruption insurance? Business interruption
insurance typically covers events such as fire, theft, natural disasters, and equipment breakdowns that disrupt business operations. It may also include coverage for civil disturbances and utility failures. However, specific coverage can vary by policy, so it's essential to review the terms carefully. How is business interruption insurance calculated?
Business interruption insurance is calculated based on the company's average revenue over a specified period, often using historical financial data. It typically considers fixed expenses, the expected duration of the interruption, and any additional expenses that may be incurred to resume operations. Adjustments may also be made for any anticipated
growth or changes in demand. How can a business claim for losses under business interruption insurance? To claim for losses under business interruption insurance, a business must notify its insurer promptly, provide detailed documentation of the interruptions, and demonstrate the financial impact through income statements and relevant records.
The insurer will then assess the claim based on the policy terms and the evidence submitted. What is the difference between business interruption insurance and property insurance? Business interruption insurance covers loss of income due to disruptions in operations, while property insurance protects physical assets from damage or loss.
Essentially, business interruption insurance compensates for the income lost during incidents affecting the business, whereas property insurance covers repairs or replacements of the property itself. Save Article Test your knowledge with multiple choice flashcards That was a fantastic start! You can do better! Sign up to create your own flashcards
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AsturianuAzrbaycancaBosanskiFryskGaeilgeGalegoHrvatskiKurdLatvieuLietuviNorsk nynorskShqgipSlovenina Retrieved from " 2Battleship formation of the Royal NavyFor the German counterpart during World War I, see I Battle Squadron.1st Battle SquadronThe 1st Battle Squadron at sea, April 1915Active19121945Country United
KingdomBranchRoyal NavyTypeSquadronSize8 x BattleshipsPartofGrand FleetMilitary unitThe 1st Battle Squadron was a naval squadron of the British Royal Navy consisting of battleships. The 1st Battle Squadron was initially part of the Royal Navy's Grand Fleet. After World War I the Grand Fleet was reverted to its original name, the Atlantic Fleet.
The squadron changed composition often as ships were damaged, retired or transferred.As an element in the Grand Fleet, the Squadron participated in the Battle of Jutland.[1]On 5 August 1914, the squadron was constituted as follows:[2]JHMS MarlboroughHMS CollingwoodHMS ColossusHMS HerculesHMS NeptuneHMS St. VincentHMS
SuperbHMS VanguardRevenge and Hercules en route to Jutland with the sixth division.During the Battle of Jutland, the composition of the 1st Battle Squadron was as follows:[1]Sixth DivisionHMS Marlborough Flagship of Vice-Admiral Sir Cecil Burney; Captain G. P. Ross;HMS Revenge Captain E. B. Kiddle;HMS Hercules Captain L. Clinton-
Baker;HMS Agincourt Captain H. M. Doughty;Fifth DivisionHMS Colossus Flagship of Rear Admiral E. F. A. Gaunt; Captain A. D. P. R. Pound;HMS Collingwood Captain J. C. Ley;HMS St. Vincent Captain W. W. Fisher; HMS Neptune Captain V. H. G. Bernard;HMS RevengeFollowing the Battle of Jutland, the 1st Battle Squadron was reorganized, with
Colossus, Hercules, St. Vincent, Collingwood and Neptune all transferred to the 4th Battle Squadron. In January 1917, the squadron was constituted as follows:[3]JHMS MarlboroughHMS AgincourtHMS Benbow joined July, 1916HMS CanadaHMS Emperor of India joined July, 1916HMS RevengeHMS Royal Oak joined May, 1916HMS Royal Sovereign
joined June, 1916By 1918, Agincourt had been transferred to the 2nd Battle Squadron, and Resolution, Ramillies and Iron Duke had joined the squadron on completion.[4]For many years the squadron served in the Mediterranean as the main British battle force there. On 3 September 1939 the 1st Battle Squadron, serving in the Mediterranean Fleet,
consisted of Barham, Warspite and Malaya, with headquarters at Alexandria, Egypt, under the command of Vice-Admiral Geoffrey Layton.[5]In December 1943 the Squadron was under the command of Vice Admiral Arthur Power. In January 1944 the Eastern Fleet was reinforced by HMSQueen Elizabeth, HMSRenown, HMSValiant, HMSIllustrious,
HMSUnicorn and seven destroyers. The Admiralty sent this force out to India under the title of the First Battle Squadron.[6]From November 1944, the squadron served in the British Pacific Fleet under the command of Vice-Admiral Henry Rawlings, who also served as Second-in-Command of the Fleet. It consisted of HMSKing George V, HMSHowe,
HMSDuke of York and HMSAnson at various times.Commanders were as follows:[7]Vice-Admiral Sir Stanley Colville (191214)Vice-Admiral Sir Lewis Bayly (JuneDecember 1914)Admiral Sir Cecil Burney (191416)Vice-Admiral Sir Charles Madden (191619)Vice-Admiral Sir Sydney Fremantle (191921)Vice-Admiral Sir William Nicholson (192122)Vice-
Admiral Sir Edwyn Alexander-Sinclair (192224)Rear-Admiral William Fisher (192425)Rear-Admiral Cecil Staveley (192526)Vice-Admiral Sir Michael Hodges (192627)Vice-Admiral Sir John Kelly (192729)Vice-Admiral Howard Kelly (192930)Vice-Admiral Sir William Fisher (193032)Vice-Admiral Sir Roger Backhouse (193234)Vice-Admiral Sir Charles
Forbes (193436)Vice-Admiral Hugh Binney (193638)Rear-Admiral Ralph Leatham (193839)Vice-Admiral Geoffrey Layton (JanuaryNovember 1939)Rear-Admiral Henry Pridham-Wippell (JulyOctober 1940)Vice-Admiral John Tovey (OctoberDecember 1940)Rear-Admiral Bernard Rawlings (194041)Vice-Admiral Sir Henry Pridham-Wippell (194142)Vice-



Admiral Sir Arthur Power (194344)Vice-Admiral Sir Bernard Rawlings (194445)Post holders included:[8]Rear-Admiral Charles E. Madden, 5 January 1912 10 November 1912Rear-Admiral The Hon. Somerset A. Gough-Calthorpe, 10 December 1912 10 December 1913Rear-Admiral Hugh Evan-Thomas, 10 December 1913 25 August 1915Rear-Admiral
Ernest Gaunt, 25 August 1915 12 June 1916Rear-Admiral Alexander L. Duff, 12 June 1916 30 November 1916Rear-Admiral Sir William C. M. Nicholson, 1 December 1916 20 March 1919Rear-Admiral The Hon. Victor A. Stanley, 1 April 1919 1 April 1920Rear-Admiral Henry M. Doughty, 24 March 1920 14 April 1921Rear-Admiral Sir Rudolf W.
Bentinck, 3 May 1921 3 May 1922Rear-Admiral Arthur A. M. Duff, 3 May 1922Rear-Admiral William A. H. Kelly, 3 May 1923Rear-Admiral William H. D. Boyle, 3 May 1924 3 May 1924Rear-Admiral William W. Fisher, 14 October 1924 7 September 1925Rear-Admiral Cecil M. Staveley, 15 October 1925 1 October 1926Rear-Admiral David T. Norris, 1
October 1926Rear-Admiral Bernard St. G. Collard, 1 October 1927Rear-Admiral William M. Kerr, 20 March 1928 5 April 1929Rear-Admiral The Hon. Reginald A. R. P.-E.-E.-Drax, 12 April 1929 26 April 1930Rear-Admiral Henry D. Pridham-Wippell, 8 May 1940 24 October, 1941" a b Macintyre, Donald. Jutland Evans Brothers Ltd. 1957; ISBN0-330-
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WhatLinksHere/1st Battle Squadron" Editorial Note: We earn a commission from partner links on Forbes Advisor. Commissions do not affect our editors' opinions or evaluations. While you might keep meticulous business records and have all the best business practices down to a T, there are certain circumstances beyond your control that could
wreak financial havoc on your small business. Business interruption insurance can help protect your business financially if you are forced to close due to an unexpected problem covered by your policy.For example, say a nasty storm knocks a tree into your building and you need to close for a week (or longer) for repairs. How would you replace your
lost business income?Fortunately, the best small business insurance plans have coverage for these types of situations. Heres how to get business interruption insurance.What Is Business Interruption Insurance?Business interruption insurance helps to replace lost business income if you are unable to open your business on a temporary basis due to a
loss covered by the policy, such as a fire or theft.This coverage type is sometimes called business income coverage. Its typically included as part of a business owners policy (BOP).What Does Business Interruption Insurance Cover?Business interruption insurance covers the operating expenses for a business due to a problem covered by the policy. The
covered perils for business interruption insurance are generally theft, wind, fire, lightning and falling objects.Covered operating expenses may include:The revenue your business would make if it were open for businessMonthly mortgage, lease and rent payments for the business spacelLoan payments for the businessTaxesPayrollRelocation costs if you
have to move to a temporary locationTraining costs for employees to learn new equipmentWhat Does Business Interruption Insurance Not Cover?There are plenty of exclusions to a business interruption insurance policy, such as:Damage from a flood or earthquake. Both require separate insurance policies.Undocumented income thats not listed in
your financial records.Utilities, because they are usually shut off when a business is under repair.Closure caused by communicable diseases.Damaged property, which would be covered under commercial property insurance.Who Needs Business Interruption Insurance?While business interruption insurance is a good option for most small business
owners, it can be a crucial coverage type for businesses that rely on a physical location (like your building) or assets (like machinery or equipment) that could be affected by problems, such as fire, theft, wind, lighting and falling objects. This includes businesses, such as:RestaurantsRetail storesSalons & spasDog groomersYoga studiosHow Much
Business Interruption Insurance Coverage Do I Need?Every business interruption policy generally has a coverage limit. This is the maximum amount your insurance company will pay toward a business interruption claim. Choosing a good coverage amount is essential because youll have to absorb any financial losses above your coverage
limit.Consider these factors:How long would it take to get the business up and running after a disastrous problem like a fire?Are the security and fire alarms for your business up to date?How much would it cost to rent new office space in your area, and is space readily available?Look at your gross earnings and earnings projections as guidelines for
the right amount of coverage. You want the insurance to cover the costs of operating expenses while repairs are being made to the business.How Much Does Business Interruption Insurance Cost?The cost for a business interruption insurance policy is based on a variety of factors such as your industry, the number of employees and the amount of
coverage that you choose.Costs can also vary based on your business location and your risk of making a claim.A business interruption insurance policy costs between $40 and $130 per month, or $480 and $1,560 per year, according to Insureon. Should I Buy Business Interruption Insurance as Part of a Business Owners Policy?Great for small
businesses and affordable, a business owners policy bundles general liability insurance, commercial property insurance and business interruption insurance into one policy:General liability insurance covers a variety of potential claims against you including bodily injury, property damage, advertising injury, copyright infringement and reputational
harm.Commercial property insurance protects the physical assets of a business including furniture, computers, supplies, inventory and tools, plus valuable papers and business records.How affordable is a business owners policy? It costs an average of $53 per month, according to Insureon. A BOP is worth checking out if you have a small or mid-sized
business and are interested in buying all three of these coverage types.Companies with 100 employees or fewer and revenues of up to about $5 million are good candidates for a BOP, according to the Insurance Information Institute.How Long Does Business Interruption Insurance Coverage Last?In most cases, there is a 48- to 72-hour waiting period
for a business interruption policy to kick after a loss thats covered by insurance. Look at your policys restoration period, which is the length of time the policy will pay for covered losses.A restoration period usually lasts up to 12 months. So if your business was damaged on April 1, you would be entitled to business interruption benefits until April 1 of
the following year. The restoration period begins with 30 days and then gets extended as needed up to a year.Does Business Interruption Insurance Cover Covid?The question of whether business interruption insurance should cover losses due to the pandemic has been a contentious issue. The insurance industry maintains that there is generally no
business interruption coverage for pandemics, but many businesses have been pursuing arguments in court that their losses should be covered.The University of Pennsylvania Carey Law Schools Covid Coverage Litigation Tracker has counted nearly 2,300 lawsuits over business insurance coverage for Covid, with many lawsuits coming from
businesses in the food services industry.Business interruption insurance only provides potential coverage when there is direct physical loss or damage, says Robert Gordon, senior vice president of policy, research and international for the American Property Casualty Insurance Association. Pandemics do not cause direct physical loss or damage and
are a largely uninsurable risk.Most business losses following the spread of Covid have been the result of a plunge in demand for in-person commercial services, which does not involve physical loss or damage to property, he says.Also, business interruption insurance policies may have exclusions for communicable diseases.Most property/business
interruption insurance policies include exclusions for communicable diseases and additionally require actual physical loss of or damage to property as part of the coverage trigger, Gordon says. Even before Covid, insurance coverage for pandemics was only available in very limited circumstances, such as for event cancellation coverage. Business
interruption insurance does not generally include coverage for pandemics.Neil Alldredge, senior vice president of corporate affairs for National Association of Mutual Insurance Companies, says, Before the pandemic, most business interruption policies did not cover infectious disease or pandemic related losses, and while there are thousands of
pending lawsuits on the question of coverage, most believe that policy language was clear. Already, several lawsuits have been resolved in favor of insurers, and we expect that insurers will continue to prevail in the courts.Going forward, many insurers will likely examine their coverage terms and clarify coverage if necessary. The fact is pandemic
losses, as weve seen, occur at such a scale, they are simply not an insurable event, says Alldredge. Compare Free Quotes From Top Insurers at Simply Business. Get a Policy in Under 10 Minutes. Forbes Advisor is not a licensed insurance agency. Insurance offerings are powered by Marketplace P&C LLC, NPN 20753534 and CA Lic. # 6011227.
Business interruption insurance is insurance coverage that replaces business income lost in a disaster, such as a fire or a natural catastrophe. Business interruption insurance is not sold as a separate policy but is either added to a property/casualty policy or included in a comprehensive package policy as an add-on endorsement or rider. Business
interruption insurance is coverage that replaces income lost if a business is halted due to direct physical loss or damage, such as that caused by a fire or a natural disaster.Business interruption insurance includes business income, extra expense, contingent business interruption, or civil authority coverages.This type of insurance also covers operating
expenses, moving to a temporary location , payroll, taxes, and loan payments.Standard business interruption insurance does not reimburse policy holders if the business is closed due to a pandemic. Even some all-risk insurance plans have specific exclusions for losses due to viruses or bacteria.Some small business insurance policies include business
interruption insurance. Interuptions to business operations are considered the top threats to enterprises globally, according to a 2024 survey by financial multinational Allianz. Business interuption was cited as a major concern and risk by 31% of responders, trailing only cyber incidents (36%). Cyber attacks and the other top threat, natural
catastrophes (26%), are also common causes of business disruptions, Business interuption coverage (sometimes known as business income coverage) is one of several types of insurance designed to protect businesses against various types of risk. This type of coverage applies to a temporary disruption in operations over the duration of the business
interruption period, which is specified in the insurance policy. According to the Insurance Information Institute, the standard policy period is 30 days, but using an endorsement can extend it to 360 days. Most business interruption insurance policies define this period as lasting from the date that the covered peril began until the date that the
damaged property is physically repaired and returned to the same condition that existed prior to the disaster. There may also be a waiting period of 48 to 72 hours. Business interruption insurance premiums (or at least the additional cost of the rider) are tax-deductible as ordinary business expenses. This type of policy pays out only if the cause of the
business income loss is covered in the underlying property/casualty policy. The amount payable is largely based on such factors as the past financial records of the business and the amount of coverage. Other factors include the type of industry, number of employees, and whether the location is subject to natural disaster risks (such as hurricanes or
wildfires). Time is of the essence when reporting business interruptions. Consider the importance of not only filing a prompt claim but providing prompt back-up to substantiate your claim quickly. There are several types of business interruption insurance available which may include or exclude different types of claim items. The most common forms
of business interruption coverage include:Business Income Coverage: This form of coverage assists in replacing lost income and paying ongoing expenses if your business is forced to close temporarily due to a covered loss. It can compensate for missed profits, payroll, rent, taxes, and other operating costs, as discussed below.Extra Expense Coverage:
Extra expense coverage assists in covering the additional costs your company may incur to minimize or avoid a shutdown. This may include items such as renting temporary office space or equipment, paying non-exempt staff overtime, or covering the cost of temporary transportation or relocation.Contingent Business Interruption Coverage: This form
of coverage protects your company from losses caused by a disruption in the operations of a supplier or other business partner on which your company relies. For example, if a fire prevents your supplier from delivering goods to your company, contingent business interruption coverage may help compensate for your lost income.Civil Authority
Coverage: Civil authority coverage protects your firm from damages caused by government-mandated closures or other limitations that prevent it from operating. For example, if your firm is forced to close due to a mandatory evacuation order or a curfew issued by local authorities, civil authority coverage may be able to compensate you for your lost
income. As you review the lists below, consider how each type of expense may pertain to only a specific type of coverage or may only be included if that coverage is opted into. Most business interruption insurance covers the following items:Profits: Based on prior months' performance, a policy will provide reimbursement for profits that would have
been earned had the event not occurred.Fixed costs: These can include operating expensesand other incurred costs of doing business.Temporary location: Some policies cover the costs involved with moving to and operating from a temporary business location.Commission and training cost: In the wake of abusiness interruption event, a company will
often need to replace machinery and retrain personnel on how to use the new machinery. Business interruption insurance may cover these costs.Extra expenses: Business interruption insurance will provide reimbursement for reasonable expenses (beyond te fixed costs) that allow the business to continue operating while the business gets back on
solid footing.Civil authorityingress/egress: A business interruption event may result in government-mandated closure of business premises that directly causes financial loss.Examples include government-issuedcurfewsor street closures related to a covered event.Employee wages: Coverage of wages is essential if a business does notwant to lose
employees whileit is shut down. Thiscoverage can help a business ownermake payroll when they cannot operate.Taxes: Businesses are still required to pay taxes, even when disaster hits. Tax coverage will ensure a business can pay its taxes on time and avoid penalties.Loan payments: Loan payments are often due monthly. Business Interruption
coverage can help a business make those payments even when they are not generating income. Business interruption insurance is not sold as a separate policy but a rider added to an existing insurance policy. According to the Insurance Information Institute , you will not be covered for: Broken items resulting from a covered event or loss (such as
glass)Flood or earthquake damage, which are covered by a separate policyUndocumented incomethats not listed on your business financial recordsUtilitiesPandemics, viruses, or communicable diseases (such as COVID-19) Note that the insurer is only obligated to pay if the insured actually sustained a loss as a result of the interruption. The amount
that will be recouped by the business will not exceed the limit stated in the policy. Not surprisingly, what business interruption insurance does and does not cover came under particular scrutiny during the COVID-19 outbreak and the resulting business shutdowns and curtailments. The answer, unfortunately, is that for the most part policy holders are
not covered. In recent years, the National Association of Insurance Commissioners stated, many insurers have restricted coverage for bacterial and virus outbreaks. Some 25% of small businesses do not reopen following a disaster, according to FEMA. "The standard business interruption policy only applies when the business sustains direct physical
loss or damage, such as a fire," said James Lynch, FCAS MAAA, chief actuary and senior vice president of research and education of the Insurance Information Institute. "Business interruption can also apply when a nearby business sustains direct physical loss or damage and a civil authority like the government closes all businesses as a result."
Viruses don't actually break anything. As Michael Menapace, a partner at Wiggin and Dana and professor of insurance law at Quinnipiac University School of Law, told Jeff Dunsavage of the Insurance Information Institute: "The virus...[compared to a fire or broken windows from wind damage], leaves no visible imprint." Even all-risk business
interruption insurance has exclusions. Especially since the SARS outbreak of 2003, those exclusions have tended to include losses from viruses and communicable diseases, Dunsavage wrote. Business interruption insurance becomes effective when a covered event occurs. You can file a claim with your insurance company and provide evidence of the
damages incurred. Your insurer will review your claim, especially in the light of whether the event is covered under your current business interruption coverage. The cost of business interruption insurance varies depending on a number of factors including the size of your company, the industry in which you operate, and the coverage levels you
choose. Other factors that can influence the cost of business interruption insurance include your company's location, revenue, and claims history.Business interruption insurance can cost anywhere from a few hundred to several thousand dollars each year. However, the actual cost of your insurance will be determined by the specifics of your business
and the coverage options you select. Business interruption coverage typically only activates when a direct physical property loss arising from a covered event occurs. You may only make financial claims if this event has caused damage to your physical location Yes; your coverage for business interruption coverage is often limited to an amount based
on a certain amount of activity over a certain amount of time. For example, some coverage may restrict business interruption coverage to a 12-month financial period. In addition, there may be limits to the types of expenses that can be claimed or the types of revenue lost that may be claimed. Business interruption insurance is intended to compensate
your firm for lost income and additional expenses incurred as a result of an unexpected disruption in your business operations. However, certain situations and conditions may not be covered by your policy. Make sure you understand your the terms of your policy to avoid surprises on what may or may not be covered in case your business operations
are interrupted. Getting your insurance claim paid is our top priority. Our attorneys have successfully handled claims against the largest insurance companies in the world, focusing on commercial property insurance cases. Our law firm has successfully pursued bad faith claims involving complex properties, and we are uniquely prepared to fight on
your behalf to recover the money you deserve. Enjoy sharper detail, more accurate color, lifelike lighting, believable backgrounds, and more with our new model update. Your generated images will be more polished thanever.See What's NewExplore how consumers want to see climate stories told today, and what that means for yourvisuals.Download
Our Latest VisualGPS ReportData-backed trends. Generative AI demos. Answers to your usage rights questions. Our original video podcast covers it allnow ondemand.Watch NowEnjoy sharper detail, more accurate color, lifelike lighting, believable backgrounds, and more with our new model update. Your generated images will be more polished
thanever.See What's NewExplore how consumers want to see climate stories told today, and what that means for yourvisuals.Download Our Latest VisualGPS ReportData-backed trends. Generative AI demos. Answers to your usage rights questions. Our original video podcast covers it allnow ondemand.Watch NowEnjoy sharper detail, more accurate
color, lifelike lighting, believable backgrounds, and more with our new model update. Your generated images will be more polished thanever.See What's NewExplore how consumers want to see climate stories told today, and what that means for yourvisuals.Download Our Latest VisualGPS ReportData-backed trends. Generative AI demos. Answers to
your usage rights questions. Our original video podcast covers it allnow ondemand.Watch Now Business interruption insurance is insurance coverage that replaces business income lost in a disaster, such as a fire or a natural catastrophe. Business interruption insurance is not sold as a separate policy but is either added to a property/casualty policy
or included in a comprehensive package policy as an add-on endorsement or rider. Business interruption insurance is coverage that replaces income lost if a business is halted due to direct physical loss or damage, such as that caused by a fire or a natural disaster.Business interruption insurance includes business income, extra expense, contingent
business interruption, or civil authority coverages.This type of insurance also covers operating expenses, moving to a temporary location , payroll, taxes, and loan payments.Standard business interruption insurance does not reimburse policy holders if the business is closed due to a pandemic. Even some all-risk insurance plans have specific exclusions
for losses due to viruses or bacteria.Some small business insurance policies include business interruption insurance. Interuptions to business operations are considered the top threats to enterprises globally, according to a 2024 survey by financial multinational Allianz. Business interuption was cited as a major concern and risk by 31% of responders,
trailing only cyber incidents (36%). Cyber attacks and the other top threat, natural catastrophes (26%), are also common causes of business disruptions, Business interuption coverage (sometimes known as business income coverage) is one of several types of insurance designed to protect businesses against various types of risk. This type of coverage
applies to a temporary disruption in operations over the duration of the business interruption period, which is specified in the insurance policy. According to the Insurance Information Institute, the standard policy period is 30 days, but using an endorsement can extend it to 360 days. Most business interruption insurance policies define this period as
lasting from the date that the covered peril began until the date that the damaged property is physically repaired and returned to the same condition that existed prior to the disaster. There may also be a waiting period of 48 to 72 hours. Business interruption insurance premiums (or at least the additional cost of the rider) are tax-deductible as
ordinary business expenses. This type of policy pays out only if the cause of the business income loss is covered in the underlying property/casualty policy. The amount payable is largely based on such factors as the past financial records of the business and the amount of coverage. Other factors include the type of industry, number of employees, and
whether the location is subject to natural disaster risks (such as hurricanes or wildfires). Time is of the essence when reporting business interruptions. Consider the importance of not only filing a prompt claim but providing prompt back-up to substantiate your claim quickly. There are several types of business interruption insurance available which
may include or exclude different types of claim items. The most common forms of business interruption coverage include:Business Income Coverage: This form of coverage assists in replacing lost income and paying ongoing expenses if your business is forced to close temporarily due to a covered loss. It can compensate for missed profits, payroll,
rent, taxes, and other operating costs, as discussed below.Extra Expense Coverage: Extra expense coverage assists in covering the additional costs your company may incur to minimize or avoid a shutdown. This may include items such as renting temporary office space or equipment, paying non-exempt staff overtime, or covering the cost of
temporary transportation or relocation.Contingent Business Interruption Coverage: This form of coverage protects your company from losses caused by a disruption in the operations of a supplier or other business partner on which your company relies. For example, if a fire prevents your supplier from delivering goods to your company, contingent
business interruption coverage may help compensate for your lost income.Civil Authority Coverage: Civil authority coverage protects your firm from damages caused by government-mandated closures or other limitations that prevent it from operating. For example, if your firm is forced to close due to a mandatory evacuation order or a curfew issued
by local authorities, civil authority coverage may be able to compensate you for your lost income. As you review the lists below, consider how each type of expense may pertain to only a specific type of coverage or may only be included if that coverage is opted into. Most business interruption insurance covers the following items:Profits: Based on prior
months' performance, a policy will provide reimbursement for profits that would have been earned had the event not occurred.Fixed costs: These can include operating expensesand other incurred costs of doing business.Temporary location: Some policies cover the costs involved with moving to and operating from a temporary business
location.Commission and training cost: In the wake of abusiness interruption event, a company will often need to replace machinery and retrain personnel on how to use the new machinery. Business interruption insurance may cover these costs.Extra expenses: Business interruption insurance will provide reimbursement for reasonable expenses
(beyond te fixed costs) that allow the business to continue operating while the business gets back on solid footing.Civil authorityingress/egress: A business interruption event may result in government-mandated closure of business premises that directly causes financial loss.Examples include government-issuedcurfewsor street closures related to a
covered event.Employee wages: Coverage of wages is essential if a business does notwant to lose employees whileit is shut down. Thiscoverage can help a business ownermake payroll when they cannot operate.Taxes: Businesses are still required to pay taxes, even when disaster hits. Tax coverage will ensure a business can pay its taxes on time and
avoid penalties.Loan payments: Loan payments are often due monthly. Business Interruption coverage can help a business make those payments even when they are not generating income. Business interruption insurance is not sold as a separate policy but a rider added to an existing insurance policy. According to the Insurance Information Institute
, you will not be covered for: Broken items resulting from a covered event or loss (such as glass)Flood or earthquake damage, which are covered by a separate policyUndocumented incomethats not listed on your business financial recordsUtilitiesPandemics, viruses, or communicable diseases (such as COVID-19) Note that the insurer is only obligated
to pay if the insured actually sustained a loss as a result of the interruption. The amount that will be recouped by the business will not exceed the limit stated in the policy. Not surprisingly, what business interruption insurance does and does not cover came under particular scrutiny during the COVID-19 outbreak and the resulting business shutdowns
and curtailments. The answer, unfortunately, is that for the most part policy holders are not covered. In recent years, the National Association of Insurance Commissioners stated, many insurers have restricted coverage for bacterial and virus outbreaks. Some 25% of small businesses do not reopen following a disaster, according to FEMA. "The
standard business interruption policy only applies when the business sustains direct physical loss or damage, such as a fire," said James Lynch, FCAS MAAA, chief actuary and senior vice president of research and education of the Insurance Information Institute. "Business interruption can also apply when a nearby business sustains direct physical
loss or damage and a civil authority like the government closes all businesses as a result." Viruses don't actually break anything. As Michael Menapace, a partner at Wiggin and Dana and professor of insurance law at Quinnipiac University School of Law, told Jeff Dunsavage of the Insurance Information Institute: "The virus...[compared to a fire or
broken windows from wind damage], leaves no visible imprint." Even all-risk business interruption insurance has exclusions. Especially since the SARS outbreak of 2003, those exclusions have tended to include losses from viruses and communicable diseases, Dunsavage wrote. Business interruption insurance becomes effective when a covered event
occurs. You can file a claim with your insurance company and provide evidence of the damages incurred. Your insurer will review your claim, especially in the light of whether the event is covered under your current business interruption coverage. The cost of business interruption insurance varies depending on a number of factors including the size
of your company, the industry in which you operate, and the coverage levels you choose. Other factors that can influence the cost of business interruption insurance include your company's location, revenue, and claims history.Business interruption insurance can cost anywhere from a few hundred to several thousand dollars each year. However, the
actual cost of your insurance will be determined by the specifics of your business and the coverage options you select. Business interruption coverage typically only activates when a direct physical property loss arising from a covered event occurs. You may only make financial claims if this event has caused damage to your physical location Yes; your
coverage for business interruption coverage is often limited to an amount based on a certain amount of activity over a certain amount of time. For example, some coverage may restrict business interruption coverage to a 12-month financial period. In addition, there may be limits to the types of expenses that can be claimed or the types of revenue lost
that may be claimed. Business interruption insurance is intended to compensate your firm for lost income and additional expenses incurred as a result of an unexpected disruption in your business operations. However, certain situations and conditions may not be covered by your policy. Make sure you understand your the terms of your policy to avoid
surprises on what may or may not be covered in case your business operations are interrupted. d2law.com D2 Law fights for injury victims in Tampa who deserve justice. If youve been hurt due to someone elses negligence, you may be facing medical bills, lost wages, and stress about your future.Our dedicated personal injury lawyers handle cases
involving car accidents, motorcycle crashes, slip and falls, truck accidents, and wrongful death claims. We are trial attorneys who build every case as if its going to court, ensuring we maximize the value of your claim.We believe in treating our clients like family, which means keeping you informed and fighting for the best possible outcomeno matter
the size of your case. You dont pay unless we win, and we are relentless in pursuing the compensation you deserve.Call us today at (800) 790-5641 for a free consultation. Let us take the legal burden off your shoulders so you can focus on healing. Lennox Family Hear what Christina has to say about their experience with D2 Law. Mrs. Sizemore Hear
what Christina has to say about their experience with D2 Law. Settlement Result: $407.5K Mrs. Clark Hear what Christina has to say about their experience with D2 Law. Lennox Family Hear what Christina has to say about their experience with D2 Law. Ms. Silverio Hear what Christina has to say about their experience with D2 Law. Mrs. Leonard
Hear what Christina has to say about their experience with D2 Law. Settlement Result: $182.5K Sarah Castillo Hear what Christina has to say about their experience with D2 Law. All it takes is a few clicks. Running a company can be difficult without the right business insurance. One coverage most business owners need is business interruption
insurance, also known as business income insuranceand contingent business interruption coverage. It can help replace income you lose if you cant open temporarily after a covered loss, like property damage.Are there differences between Business Income vs. Business Interruption insurance? For example, if a tree falls on your office roof and you
need to shut down for repairs, this policy can help cover the costs of your lost income while they restore it. Your business income insurance may also cover a civil authority, like a government-mandated road closure that temporarily shuts down your company. Commercial property insurance General liability insurance And if your business needs more
protection, you can get other types of coverage, like data breach insurance. If a covered loss forces your business to shut down, your interruption insurance can help cover your operating expenses, like: Revenueyoud normally make if your business was open. Mortgage, rent and lease paymentsfor the space your business operates from. Loan
paymentsthat you need to make during that time. Taxes,whether you pay them monthly or quarterly. Payrollfor your employees. Relocation costsif you have to move to a new or temporary location because of physical damages. Extra expenses if, for example, you need to rent another space to temporarily run your business after a covered loss. Training
costs for employees to learn how to use new machinery or equipment after a covered loss. The restoration period of your business interruption coverage is the length of time where your policy will help pay for lost income. In most cases, theres a 48 to 72 hour waiting period before your policy kicks in with income coverage. To see when your
restoration period starts and ends, check your policy. Every business interruption insurance policy will have a coverage limit. This is the amount of coverage you choose to have if you suffer a loss. It can be hard to figure out how much business interruption insurance you need. A good rule of thumb is to use your gross earnings and projections to
estimate future profits and determine the right amount of coverage. Remember, if your business interruption costs exceed the coverage limit you choose, youll have to pay out of pocket for the extra expenses. Some questions you can ask yourself to help determine how much coverage you need are: How long would it take your company to recover
after a physical loss or damage? Does your business building have fire alarms and sprinklers that are up-to-date? If you suffered a covered loss, do you think you could find another location in your area to rent as a temporary spot to do business? The cost of your business interruption or business income coverage may depend on a number of factors,
including your: Industry Number of employees Amount of coverage Costs can also vary depending on your location and your risk of a covered peril or loss. For example, if your business is in an area with a higher risk of wildfires, your cost of business interruption insurance may increase. If your business is in an area with an increased risk of natural
disasters, like hurricanes, you may have to pay more for your coverage than businesses located inland. Business interruption insurance doesnt cover: Broken itemsresulting from a covered event or loss. Flood or earthquake damage, which youll need a separate policy for. Undocumented incomethats not listed on your business financial records.
Utilities, because theyre usually turned off when your business closes due to damage. Communicable diseases that cause a shutdown in your operation. If the unexpected happens, our business interruption coverage can help protect your company. In fact, weve been helping protect small businesses for years. To learn more, you can work with private
insurance agents or our team of representatives.Get a business insurance quote today. Last Updated: August 6, 2024 Additional disclosures below. The Hartford shall not be liable for any damages in connection with the use of any information provided on this page. Please consult with your insurance agent/broker or insurance company to determine
specific coverage needs as this information is intended to be educational in nature. The information contained on this page should not be construed as specific legal, HR, financial, or insurance advice and is not a guarantee of coverage. In the event of a loss or claim, coverage determinations will be subject to the policy language, and any potential
claim payment will be determined following a claim investigation. Certain coverages vary by state and may not be available to all businesses. All Hartford coverages and services described on this page may be offered by one or more of the property and casualty insurance company subsidiaries of The Hartford Insurance Group, Inc. listed in theLegal
Notice. The Hartford Insurance Group, Inc., (NYSE: HIG) operates through its subsidiaries under the brand name, The Hartford, and is headquartered in Hartford, CT. For additional details, please read The Hartfords Legal Notice. * Customer reviews are collected and tabulated by The Hartford and not representative of all customers. Share copy and
redistribute the material in any medium or format for any purpose, even commercially. Adapt remix, transform, and build upon the material for any purpose, even commercially. The licensor cannot revoke these freedoms as long as you follow the license terms. Attribution You must give appropriate credit , provide a link to the license, and indicate if
changes were made . You may do so in any reasonable manner, but not in any way that suggests the licensor endorses you or your use. ShareAlike If you remix, transform, or build upon the material, you must distribute your contributions under the same license as the original. No additional restrictions You may not apply legal terms or technological
measures that legally restrict others from doing anything the license permits. You do not have to comply with the license for elements of the material in the public domain or where your use is permitted by an applicable exception or limitation . No warranties are given. The license may not give you all of the permissions necessary for your intended
use. For example, other rights such as publicity, privacy, or moral rights may limit how you use the material. An unforeseen adverse event, such as a fire, can devastate your small businesss operations. Although standard property insurance may cover specific types of property damage, business interruption insurance (also known as business income
insurance) fills in the gap, addressing lost income and other issues that arise if your business shuts down unexpectedly.Editors note: Looking for the right liability insurance for your business? Fill out the below questionnaire to have our vendor partners contact you about your needs.Heres what business interruption insurance covers, how it works and
how to obtain this coverage for your small business.Thirty to 40 percent of small businesses opt for business interruption insurance when choosing business insurance options, according to the National Association of Insurance Commissioners.Business interruption insurance is an insurance policy that kicks in when a business cant operate normally
because a specified peril causes physical property damage, rendering the business inoperable. It covers operating expenses and other lost income for a specific period after the business shuts down. The policy spells out the types of unforeseen events that qualify for coverage.You can obtain this type of business insurance as a stand-alone policy from
many of the best commercial insurance providers. You can also include it in your business owners policy (BOP) or purchase it as an insurance rider or endorsement to add to a commercial property insurance policy or package.According to Chris Peterie of Tower Street Insurance, business interruption insurance is about more than just the money.
Beyond the financial relief, its about giving you the breathing room to focus on what matters most getting your business back on its feet, Peterie explained. It can even help preserve your relationship with customers and stakeholders by minimizing disruptions.Most business interruption insurance providers typically cover the following
perils:TheftFireWindFalling objectsLightningYou must read your business interruption insurance policy documents carefully to understand precisely which perils your insurer covers. Heres an example.We will pay for the actual loss of business income you sustain due to the necessary suspension of your operations during the period of restoration. The
suspension must be caused by the direct physical loss, or damage, to property at premises The loss or damage must be caused by or result from a covered cause of loss.Typical business interruption insurance policies include the following coverage areas, which may deviate slightly according to a carriers formula for calculating financial losses:Lost
revenue based on prior financial recordsMortgage, rent and lease paymentsEmployee payrollTaxes and loan payments due during the covered periodOffice relocation costs if the business must move to a new or temporary location due to physical damage to the business premisesDennis Shirshikov, an adjunct professor of economics at the City
University of New York, noted that businesses must provide documentation to prove the extent of their losses. Carriers often request financial accounts, tax returns, inventory data and extensive documentation of the incidents effect, Shirshikov explained.Consider adding workers' compensation insurance to further protect your business and
employees.Small business owners should understand the various types of business interruption insurance to determine which coverage suits their company best. Different policy types may include or exclude specific items. Below are standard coverage options for business interruption insurance.Business income coverage replaces lost income and
covers ongoing expenses when a business temporarily shuts down due to a covered loss. It addresses revenue loss, payroll, rent, taxes and operational costs incurred during the closure period.Extra expense coverage helps with costs not covered by property insurance as your business recovers from a disruption. This financial support helps businesses
stay afloat during repairs, ultimately staving off a permanent closure.Peterie offered an example: Imagine a fire damages your office and you cant use the space. To stay open, you decide to rent a temporary space, set up new equipment or outsource certain operations. These arent your everyday expenses. Extra expense coverage handles these extra
expenses to help you stay afloat.Contingent business interruption coverage safeguards a business against losses resulting from third-party vendor disruptions. For instance, if a hurricane floods a suppliers warehouse to the point of needing to pause equipment deliveries, this type of insurance could compensate for any income lost during the
closure.Civil authority coverage protects a businesss losses from closures or restrictions imposed by the government. While property insurance covers a closure due to damage, it may lack income coverage for any loss in revenue after the closure. Including civil authority coverage further extends business interruption coverage but often comes with
time limits and a waiting period.Not all policies provide civil authority coverage by default, Shirshikov cautioned. While some do, others need it as an extra endorsement.The property coverage in your BOP can help pay to repair a damaged building (if you own it). Business interruption coverage would not pay for these types of repairs.Lets say a fire
damages your warehouse, leaving the building uninhabitable and destroying merchandise already packaged to send to customers. There are two primary ways business interruption coverage can reimburse you:Reimbursements for lost income: Business interruption coverage can help reimburse your business for lost income from destroyed
merchandise (typically minus prepaid expenses). Insurers may base reimbursement amounts on a businesss preloss earnings. Lost earnings the actual loss sustained are equal to revenue minus ongoing expenses.Reimbursements for extra expenses: Business interruption coverage could reimburse your business for additional expenses during the
restoration period that wouldnt have occurred without a physical loss to the businesss actual or personal property due to the covered peril. For instance, if you must relocate your business temporarily because of the fire, the cost of rent at the temporary location could fall under this category. You can also use extra expense reimbursements to pay
overtime, if necessary, to restore the operations.Review your business interruption insurance policy carefully because the insurer will have its own specifics on calculating lost income. Accounting criteria for lost income and expenses can include the following:Net income (net profit or loss before income taxes) that would have been earned or incurred
by the insured party if the business were fully operationalNormal operating expenses incurred, including ongoing payroll, vendor and lease obligations, that continue despite the operational shutdownFinancial loss calculation methods vary by carrier. Accounting criteria for lost income and expenses, reimbursements for lost income, lost revenue based
on prior financial records and other calculations may also vary. Speak with your business insurance broker or representative for specifics.A restoration period is the time during which your business interruption policy will help pay for lost income and extra expenses while you reconstruct or restore the property to its original condition.Read your
policy documents carefully to understand when your restoration period starts and how long it lasts. The restoration period typically begins when the covered peril occurs and ends after a reasonable amount of time for the property to be restored and operations to fully resume.For example, if your business was damaged on October 1, youd obtain
business interruption coverage benefits until October 1 of the following year (assuming your policy includes a 12-month restoration period), even if your policy expires before then.If your businesss building repairs arent completed before the 12-month restoration period ends, your business interruption coverage will expire. This means youd stop
receiving reimbursement for lost income, for example. Check your individual policy for specifics. When reviewing your business interruption coverage with a broker, you may want to discuss whether the following coverages are included or can be added as endorsements.Business owners facing challenges during the restoration period can seek an
endorsement that extends the restoration period by 30 days or more.For example, if an insured business needs additional time to restore its property beyond the initial restoration period, it can purchase an extended period of indemnity endorsement. This endorsement typically allows for extensions in 30-day increments, ranging from as little as 30
days to up to 720 days. Check with your provider for specific options.A coverage extension provides insurance for business income losses resulting from specified events, such as service interruption, contingent business interruption, leader property interruption and interruption by civil or military authority (for example, if a local, state or federal
governmental entity restricts access to your property). A sublimit typically applies for each additional coverage.You can include a service interruption extension in your business interruption policy, so ask your insurance provider for details. A service interruption extension typically provides business income coverage arising from direct physical loss,
damage or destruction to any utility services transmission lines and related plants, substations and equipment supplying services to an insured business.Restrictions may apply, such as waiting periods, distance limitations, the exclusion of certain perils, such as earthquakes and exclusions for overhead and transmission lines. The owners, managers or
operators of such utilities or services are not named as insured under the policy. Again, check your policy specifics.To cover damage from floods and earthquakes, you must purchase a separate type of business insurance policy.When a business income loss occurs, an insured business is obligated to take reasonable steps to prevent or minimize this
loss and any further losses. Expenses incurred to reduce that loss may be covered under the policy as part of the business income loss as long as these expenses dont exceed the actual loss.For instance, if there is a business loss of $200 associated with the interruption of business operations, the insurer could reimburse $100 to reduce the loss but
will not reimburse the business $100 if the claim is reduced by $50. If the business incurs other expenses above this claim amount to continue operating the business, those could be covered under an additional expense provision if one is included in the insurance policy.Other items a business interruption policy may not cover include utility payments,
undocumented income or damage from an event already covered by the policy.Its crucial to note policy verbiage and specifics. For example, insurer CNAs policy details require a direct physical loss or damage that interrupts your business to qualify for coverage. Terms and exclusions may also limit or preclude coverage.This direct physical loss and
exclusions verbiage may determine whether the policy is upheld or denied in court.Manufacturers should take note of exclusions for losses associated with pollutants and contaminants and information about deductibles, waiting periods and policy limits. This information is on the declarations page or within the section detailing your
coverage.Retailers and businesses in the manufacturing and service industries should consider business interruption insurance. Any business that provides a service or goods should also consider this coverage.Speak with an insurance representative or agent about your specific business. When evaluating business interruption insurance, consider the
following factors:Any potential risk associated with your buildings locationSafety protectionsAdded precautions to secure your premises, such as security cameras, sprinkler systems and fire alarmsPotential temporary locations for your businessAs with any business insurance policy, costs depend on underwriting standards, your businesss size and
numerous other factors, including the following:IndustryNumber of employeesAmount of coveragePrior loss experienceGeographical areaContact an insurance broker or agent for specific business interruption insurance quotes.Business interruption insurance premiums usually range from $40 to $130 monthly. Rates can be higher for businesses with
higher liabilities.You can purchase business interruption insurance via major insurers that cover commercial liability. Before purchasing a stand-alone policy for business interruption insurance, check if you already have existing coverage.If you already have a BOP with your insurance company, check the policy details to see if business interruption
coverage is included. Also, see if your general liability policy has an endorsement for business interruption insurance.Business interruption insurance typically has a coverage limit the maximum amount your insurer will pay toward a covered claim. Youll pay out of pocket for any financial losses that exceed your coverage limit, so ensure the coverage
amounts you elect are appropriate for your business; speak with your insurance agent if you need additional coverage.As always, discuss any concerns with your insurance agent and refer to your companys risk management plan to ensure adequate coverage.Kimberlee Leonard contributed to this article. Most companies know the importance of
insuring their property and assets against damage or liability. But in order to cover operating expenses and income losses in the event certain catastrophes lead to the temporary closure of a business, theres another critical safeguard to consider: business interruption insurance.Read these FAQs to learn more about business interruption coverage and
how it can help your business recover after a covered loss. Keep in mind that individual policies can vary widely, so its always important to review your coverage options with your agent or broker. Business interruption insurance, sometimes called business income insurance, can be part of a standard business policy form or purchased as an
endorsement or rider to a property insurance policy or package. It covers operating expenses and lost income for a set period of time incurred by a company that closes or is unable to operate normally as a result of physical damage to the business property by a covered peril.For example, if a fire renders a retail store unusable and it is not able to sell
merchandise and generate revenue during the time it is closed for repairs, business interruption coverage could help offset income losses along with continued necessary day-to-day expenses (such as payroll and taxes). Business insurance policies vary from insurance company to insurance company, but business interruption coverage typically
includes compensation for:Lost revenue - based on prior financial recordsMortgage, rent and lease paymentsEmployee payrollTaxes and loan payments - due during the covered periodRelocation costs - if the business must move to a new or temporary location due to physical damage to the business premises Business income coverage is typically the
same as business interruption coverage and the terms are often used interchangeably. Different insurers generally use one or the other depending on their product offerings. Generally, a business interruption loss is only covered if it is the result of covered physical loss or damage to property. Your policy will describe the specific events that trigger
your business interruption coverage. Most business interruption policies have a period of restoration (synonyms include period of liability and period of indemnity). This is the length of time that a policy will help pay for lost income and expenses while the business is being restored. Policies typically limit the period to a specific number of consecutive
days, but it is possible to obtain an extended period of time, so make sure to discuss the potential risks and coverage options with your insurance professional.Sometimes business interruption policies have a waiting period, which is a specified number of days after the physical damage occurs, before the policys coverage for business interruption loss
is triggered. A rule of thumb is to use a businesss gross earnings and projections to estimate future profits and determine the right amount of coverage. Your agent or broker can help you with this. The cost of business interruption coverage depends on several factors, including:IndustryNumber of employeesAmount of coveragePrior loss
experienceYour location can also impact the price of the policy. For example, if the business is in an area with a higher risk of certain covered perils, the cost of business interruption insurance may increase. When reviewing your business interruption needs with your agent or broker, you may want to discuss whether any of the following coverages
are included or can be added with an endorsement:Extra expense insurance- covers necessary expenses during the period of restoration that the business would not have incurred if there had been no physical damage to the property. These expenses typically relate to minimizing the time the business is wholly or partially closed and/or keeping the
business running during the restoration period. For example, expenses related to temporarily relocating business operations to another building, or the need to pay overtime to hire more employees.Ordinance or law(sometimes called business ordinance) in policies that provide coverage for the additional cost to repair a building to bring it up to code,
ordinance or law can also cover business interruption losses arising from the increased period of time required for the repairs.Civil authority- extends business interruption coverage to losses incurred when an order of civil authority (e.g., state, local or federal governmental entity) prohibits access to your business premises resulting from physical
damage caused by a covered peril to adjacent or nearby property (if that property is of a type that is covered by the policy) We keep you informed and your business protected with these helpful articles. Protect your company with an annual business insurance review As your business evolves, so do your insurance needs. An annual commercial
insurance review can help keep your company financially secure. What is workers compensation insurance? Workers comp protects employees and employers from losses due to on-the-job injuries. 3 steps to reduce the risk of workers compensation claims Prevent worksite accidents by establishing and adhering to safety practices. Four reasons to
add embedded insurance to your business model In 2020 digital platforms accounted for $36 trillion in global payments, claim that daily time spent on mobile devices has risen to 155 minutes per day. And those numbers are only going to increase as more industries are reshaped by the digital revolution. Best options for home based business
insurance Learn to identify business risks and protect your home based company with the right insurance coverage. How economic forces are driving up the cost to repair or replace commercial property Learn how you can protect your business against loss and damage of commercial property and equipment in a period of rising construction costs.
What is embedded insurance? Grow revenues by offering personalized coverage in each customers journey. How to get business insurance online Looking for small business insurance? An online quote can be a good place to start. This document is advisory in nature and is offered as a resource to be used together with your professional insurance
advisors in maintaining a loss prevention program. It is an overview only, and is not intended as a substitute for consultation with your insurance broker, or for legal, engineering or other professional advice. Chubb is the marketing name used to refer to subsidiaries of Chubb Limited providing insurance and related services. For a list of these
subsidiaries, please visit our website atwww.chubb.com. Insurance provided by ACE American Insurance Company and its U.S. based Chubb underwriting company affiliates. All products may not be available in all states. This communication contains product summaries only. Coverage is subject to the language of the policies as actually issued.
Surplus lines insurance sold only through licensed surplus lines producers. Chubb, 202 Hall's Mill Road, Whitehouse Station, NJ 08889-1600. Preparing for the unexpected is key for business owners to protect their livelihoods. Situations like natural disasters, fire, hail, theft, and vandalism can significantly impact not only the businesss property but
its revenue. One way to mitigate these frustrations is by ensuring the company has a comprehensivebusiness interruption insurance policyin place. A good understanding of what is covered under abusiness interruption insurance policy can help owners discern whether or not a claim can be filed.Business Interruption InsuranceBusiness interruption
or business income insurance is a type ofinsurance coveragethat can help commercial property owners replace income lost in an event where the business is unable to open or operate for an extended time following a covered loss. Business interruption coverage is often bundled into a business owners policy (BOP). These policies combine property,
liability, and business interruption coverage for small and midsize businesses.One of the most essential things for commercial property owners to remember when purchasing business interruption coverage is that coverage is triggered by a physical loss or damage, as is most standard all risks property insurance policies. This means that if the
property has to close for any reason other than direct physical damage, business interruption coverage would not apply.However, the physical damage requirement is not the only stipulation commercial property owners should be aware of regarding this specific type of insurance coverage. Business interruption policies have other requirements that
must be met regarding the type of damage sustained, the type of property insured under the policy, and the timing of the claim. Its also essential to ensure policy limits are sufficient to cover the businesss losses of more than just a few days or even weeks in some cases. This is because it can take much more time to recover than most realize following
a significant disaster that affects the company.Two of the most important factors to consider when purchasing business interruption coverage include:The Period of RestorationWhen purchasing business interruption insurance, its important to note that coverage does not extend indefinitely but only within the period of restoration. Most policies are
particular about what constitutes a beginning point and an endpoint in measuring the period of restoration. The beginning point is easy to determine, but the end point can get complicated and contentious.Theperiod of restorationindicated in business interruption policies dictates a set length of time before which policy coverage will trigger.
Typically, there is a 48- to 72-hour waiting period before the period of restoration kicks in. In standard business interruption policies, the period of restoration is limited to 30 days, although purchasing policy endorsements can extend this period.For instance, businesses may be unable to fully reopen at the same working capacity they had before the
event that triggered the business interruption coverage. When this happens, a period of indemnity endorsement can extend the time needed for the covered loss period beyond the theoretical time required to restore the property usually a more specific timeframe of 30, 60, or 90 days.The period of restoration is critical for commercial property owners
to understand because the full operating costs remain their responsibility during that timeframe but with little to no corresponding income. Because this revenue shortfall will likely keep businesses from resuming operations as before, the period of indemnity endorsement extends this time, allowing the insured to be indemnified for the shortfall. The
period of indemnity also enables a policyholder to recoup significant pre-opening expenses accrued to restore revenues to their pre-loss levels.Policy SublimitsA sublimit is a limitation within an insurance policy on the coverage available for a specific type of loss. Regarding business interruption claims, sublimits are slightly different than other
commercial policies.For business interruption, or time element losses, policies often cover loss of earnings or profits and extra expenses for an identified period resulting from a direct physical loss or damage to the insureds property. Sometimes, those coverage extensions are subject to a period of restoration that effectively caps the recoverable
proceeds for that coverage. So, although there might not be a specified dollar amount as a sublimit, the period of restoration acts as one.Civil authority coverage, for example, is applied when a government body prohibits access to certain areas or businesses following a natural disaster or another large-scale event. Coverage is designed to
compensate the insured for losses sustained during the time access to the business is prohibited by an order of a civil authority. The closures or lack of access must be due to damage to the covered property on the described premises or property adjacent to the premises as described in the insureds policy.Civil authority endorsements typically cover
14 or 30 consecutive days. The carrier may impose a waiting period before coverage applies, typically up to 72 hours. As with other business interruption coverage extensions, there might not be a specified dollar sublimit but rather a temporal measurement that caps coverage.What Does Business Interruption Insurance Cover?For commercial
property owners to ensure coverage is triggered under a business interruption policy, physical damage to the property or a contingent property nearby must be present. Physical damage typically occurs following a storm or natural weather event, fire, and/or other types of unexpected events that cause significant property damage to the businesss
physical location. Once it has been determined that such damage is present, a business interruption policy will typically cover the costs associated with:Lost Revenue: Business interruption insurance can cover lost revenue for up to one full year. If the business is closed down temporarily and cannot make money outside of its physical location, this
insurance will help keep the business afloat.Missed Rent Payments: Business interruption insurance can help cover the cost of rent or lease payments to landlords while the business is recovering from a covered loss.Loan Assistance: When triggered, business interruption coverage can offer financial assistance towards any business loans filed before
the physical damage that caused the business to shut down.Relocation: If it is impossible to reopen the business at its original location, business interruption coverage can be used to cover moving costs and rent payments at the new location for a limited period.Employee Wages: Business interruption coverage allows employers to pay their staff
regularly following an unexpected closure. This will enable employers to retain employees while the physical business location is not operating.Business Interruption Policy ExclusionsCertain items and events are excluded from most business interruption policies. These include:Broken items resulting from a covered event or loss, such as broken glass
or a damaged roof.Flood or earthquake damage is covered under separate provisions or policies.Undocumented income thats not listed on the businesss financial records.Pandemic events, viruses, or other communicable diseases.Types of Coverage Associated With Business Interruption InsuranceFour types of coverage are typically associated with
business interruption insurance policies. Depending on the type of business, one or more may be more essential.Contingent CoverageContingent business interruption coverage protects against loss of revenue when a third-party supplier, distributor, or other key business it relies upon to produce a product or service suffers physical property damage.
Coverage is thus contingent upon a loss sustained by a different company that directly impacts the covered property or any location referenced in the policy upon which the covered business depends for its success.For example, a product distributor takes out a contingent business interruption policy, listing its manufacturer as a Covered Location.
The manufacturer suffers a fire, and its buildingand all of the products inside of itburns down. Unfortunately for the product distributor, the products have been destroyed and cannot be distributed, meaning the distributor cannot generate any revenue without them.Since the forward-thinking distributor insured against this type of loss with
contingent business interruption coverage, even though the distributor itself did not suffer physical damage, the product manufacturera Covered Location under the policydid, which may trigger contingent business interruption coverage.Business Income CoverageBusiness income coverage assists in replacing lost income and paying any ongoing
expenses if a business is forced to close temporarily due to a covered event. This can help compensate for missed profits, payroll, rent, taxes, and other operating costs.Extra Expense CoverageExtra expense coverage helps cover the additional costs a company may incur to minimize or avoid a shutdown. These can include situations like renting
temporary office space or equipment, paying non-exempt staff overtime, or covering the costs of temporary transportation or relocation.Civil Authority CoverageCivil Authority coverage helps protect businesses from damage caused by government-mandated closures or other limitations that may prevent them from operating. For instance, if a
company is forced to close due to a mandatory evacuation order or a curfew issued by local authorities, civil authority coverage may be able to compensate owners for the lost income.Commercial Property Damage LawyersWhile navigating and running a business is challenging on its own, it can be almost impossible following a devastating event that
causes physical damage to the location. Although insurers will attempt to deny rightfully filed claims to avoid paying the full amount owed or paying at all, an experienced commercial property damage lawyer can help you recoup the amount you are rightfully due under your insurance policy.At Raizner Slania, weve successfully handled thousands of



complex insurance disputes against major insurance companies, and we will fight to get you the coverage you need. If you need assistance in navigating a business interruption claim for your commercial property or if your claim was wrongfully denied or underpaid, we can help. Business interruption insurance is insurance coverage that replaces
business income lost in a disaster, such as a fire or a natural catastrophe. Business interruption insurance is not sold as a separate policy but is either added to a property/casualty policy or included in a comprehensive package policy as an add-on endorsement or rider. Business interruption insurance is coverage that replaces income lost if a business
is halted due to direct physical loss or damage, such as that caused by a fire or a natural disaster.Business interruption insurance includes business income, extra expense, contingent business interruption, or civil authority coverages.This type of insurance also covers operating expenses, moving to a temporary location , payroll, taxes, and loan
payments.Standard business interruption insurance does not reimburse policy holders if the business is closed due to a pandemic. Even some all-risk insurance plans have specific exclusions for losses due to viruses or bacteria.Some small business insurance policies include business interruption insurance. Interuptions to business operations are
considered the top threats to enterprises globally, according to a 2024 survey by financial multinational Allianz. Business interuption was cited as a major concern and risk by 31% of responders, trailing only cyber incidents (36%). Cyber attacks and the other top threat, natural catastrophes (26%), are also common causes of business disruptions,
Business interuption coverage (sometimes known as business income coverage) is one of several types of insurance designed to protect businesses against various types of risk. This type of coverage applies to a temporary disruption in operations over the duration of the business interruption period, which is specified in the insurance policy.
According to the Insurance Information Institute, the standard policy period is 30 days, but using an endorsement can extend it to 360 days. Most business interruption insurance policies define this period as lasting from the date that the covered peril began until the date that the damaged property is physically repaired and returned to the same
condition that existed prior to the disaster. There may also be a waiting period of 48 to 72 hours. Business interruption insurance premiums (or at least the additional cost of the rider) are tax-deductible as ordinary business expenses. This type of policy pays out only if the cause of the business income loss is covered in the underlying
property/casualty policy. The amount payable is largely based on such factors as the past financial records of the business and the amount of coverage. Other factors include the type of industry, number of employees, and whether the location is subject to natural disaster risks (such as hurricanes or wildfires). Time is of the essence when reporting
business interruptions. Consider the importance of not only filing a prompt claim but providing prompt back-up to substantiate your claim quickly. There are several types of business interruption insurance available which may include or exclude different types of claim items. The most common forms of business interruption coverage
include:Business Income Coverage: This form of coverage assists in replacing lost income and paying ongoing expenses if your business is forced to close temporarily due to a covered loss. It can compensate for missed profits, payroll, rent, taxes, and other operating costs, as discussed below.Extra Expense Coverage: Extra expense coverage assists in
covering the additional costs your company may incur to minimize or avoid a shutdown. This may include items such as renting temporary office space or equipment, paying non-exempt staff overtime, or covering the cost of temporary transportation or relocation.Contingent Business Interruption Coverage: This form of coverage protects your
company from losses caused by a disruption in the operations of a supplier or other business partner on which your company relies. For example, if a fire prevents your supplier from delivering goods to your company, contingent business interruption coverage may help compensate for your lost income.Civil Authority Coverage: Civil authority
coverage protects your firm from damages caused by government-mandated closures or other limitations that prevent it from operating. For example, if your firm is forced to close due to a mandatory evacuation order or a curfew issued by local authorities, civil authority coverage may be able to compensate you for your lost income. As you review the
lists below, consider how each type of expense may pertain to only a specific type of coverage or may only be included if that coverage is opted into. Most business interruption insurance covers the following items:Profits: Based on prior months' performance, a policy will provide reimbursement for profits that would have been earned had the event
not occurred.Fixed costs: These can include operating expensesand other incurred costs of doing business.Temporary location: Some policies cover the costs involved with moving to and operating from a temporary business location.Commission and training cost: In the wake of abusiness interruption event, a company will often need to replace
machinery and retrain personnel on how to use the new machinery. Business interruption insurance may cover these costs.Extra expenses: Business interruption insurance will provide reimbursement for reasonable expenses (beyond te fixed costs) that allow the business to continue operating while the business gets back on solid footing.Civil
authorityingress/egress: A business interruption event may result in government-mandated closure of business premises that directly causes financial loss.Examples include government-issuedcurfewsor street closures related to a covered event.Employee wages: Coverage of wages is essential if a business does notwant to lose employees whileit is
shut down. Thiscoverage can help a business ownermake payroll when they cannot operate.Taxes: Businesses are still required to pay taxes, even when disaster hits. Tax coverage will ensure a business can pay its taxes on time and avoid penalties.Loan payments: Loan payments are often due monthly. Business Interruption coverage can help a
business make those payments even when they are not generating income. Business interruption insurance is not sold as a separate policy but a rider added to an existing insurance policy. According to the Insurance Information Institute , you will not be covered for: Broken items resulting from a covered event or loss (such as glass)Flood or
earthquake damage, which are covered by a separate policyUndocumented incomethats not listed on your business financial recordsUtilitiesPandemics, viruses, or communicable diseases (such as COVID-19) Note that the insurer is only obligated to pay if the insured actually sustained a loss as a result of the interruption. The amount that will be
recouped by the business will not exceed the limit stated in the policy. Not surprisingly, what business interruption insurance does and does not cover came under particular scrutiny during the COVID-19 outbreak and the resulting business shutdowns and curtailments. The answer, unfortunately, is that for the most part policy holders are not
covered. In recent years, the National Association of Insurance Commissioners stated, many insurers have restricted coverage for bacterial and virus outbreaks. Some 25% of small businesses do not reopen following a disaster, according to FEMA. "The standard business interruption policy only applies when the business sustains direct physical loss
or damage, such as a fire," said James Lynch, FCAS MAAA, chief actuary and senior vice president of research and education of the Insurance Information Institute. "Business interruption can also apply when a nearby business sustains direct physical loss or damage and a civil authority like the government closes all businesses as a result." Viruses
don't actually break anything. As Michael Menapace, a partner at Wiggin and Dana and professor of insurance law at Quinnipiac University School of Law, told Jeff Dunsavage of the Insurance Information Institute: "The virus...[compared to a fire or broken windows from wind damage], leaves no visible imprint." Even all-risk business interruption
insurance has exclusions. Especially since the SARS outbreak of 2003, those exclusions have tended to include losses from viruses and communicable diseases, Dunsavage wrote. Business interruption insurance becomes effective when a covered event occurs. You can file a claim with your insurance company and provide evidence of the damages
incurred. Your insurer will review your claim, especially in the light of whether the event is covered under your current business interruption coverage. The cost of business interruption insurance varies depending on a number of factors including the size of your company, the industry in which you operate, and the coverage levels you choose. Other
factors that can influence the cost of business interruption insurance include your company's location, revenue, and claims history.Business interruption insurance can cost anywhere from a few hundred to several thousand dollars each year. However, the actual cost of your insurance will be determined by the specifics of your business and the
coverage options you select. Business interruption coverage typically only activates when a direct physical property loss arising from a covered event occurs. You may only make financial claims if this event has caused damage to your physical location Yes; your coverage for business interruption coverage is often limited to an amount based on a
certain amount of activity over a certain amount of time. For example, some coverage may restrict business interruption coverage to a 12-month financial period. In addition, there may be limits to the types of expenses that can be claimed or the types of revenue lost that may be claimed. Business interruption insurance is intended to compensate your
firm for lost income and additional expenses incurred as a result of an unexpected disruption in your business operations. However, certain situations and conditions may not be covered by your policy. Make sure you understand your the terms of your policy to avoid surprises on what may or may not be covered in case your business operations are
interrupted.Also known as business income insurance, business interruption insurance helps you pay bills, replace lost income and cover payroll when a covered event forces your business to close temporarily. The cost of business interruption insurance depends on how much coverage you need. To determine how much coverage you need, imagine a
worst-case scenario, such as a fire that completely destroys your building and all of its contents.Next, calculate your profits during the 12 to 24 months it might take to rebuild your business, taking the following into account:Expected growth and inflationMoving and relocation costsCosts associated with doing business from a temporary location, such
as exterior signs and other advertisingBills you wont have to pay, such as building maintenance feesEmployee costs for staff who wont be employed during the rebuild, including employee benefits and workers compensation insurancelAfter determining a dollar amount (the insurance limit youll need), talk to your insurance provider about adding
business interruption insurance to your policy. Keep in mind that business interruption insurance typically isnt sold as stand-alone insurance; it is often sold with a BOP or as an endorsement to your commercial property insurance. If your business is forced to move or rebuild because of a disaster such as a fire, business interruption insurance can
help reimburse you for:Lost profitsMortgage/rentUtilitiesTaxesPayrollAdvertisingRelocation feesBusiness interruption insurance works in conjunction with your commercial property insurance. For instance, if your business suffers a fire, your commercial property insurance would cover the physical damages and the business interruption insurance
would cover the lost net income.Besides a fire, other examples of covered events include wind, hail, vandalism or damage to your building or equipment. Closures caused by flood, earthquakes or broken glass typically are not covered in a business interruption policy.To learn more about protecting your business income when the unexpected happens,
visit our business income coverage page. [1] Business interruption insurance is insurance coverage that replaces business income lost in a disaster, such as a fire or a natural catastrophe. Business interruption insurance is not sold as a separate policy but is either added to a property/casualty policy or included in a comprehensive package policy as
an add-on endorsement or rider. Business interruption insurance is coverage that replaces income lost if a business is halted due to direct physical loss or damage, such as that caused by a fire or a natural disaster.Business interruption insurance includes business income, extra expense, contingent business interruption, or civil authority
coverages.This type of insurance also covers operating expenses, moving to a temporary location , payroll, taxes, and loan payments.Standard business interruption insurance does not reimburse policy holders if the business is closed due to a pandemic. Even some all-risk insurance plans have specific exclusions for losses due to viruses or
bacteria.Some small business insurance policies include business interruption insurance. Interuptions to business operations are considered the top threats to enterprises globally, according to a 2024 survey by financial multinational Allianz. Business interuption was cited as a major concern and risk by 31% of responders, trailing only cyber incidents
(36%). Cyber attacks and the other top threat, natural catastrophes (26%), are also common causes of business disruptions, Business interuption coverage (sometimes known as business income coverage) is one of several types of insurance designed to protect businesses against various types of risk. This type of coverage applies to a temporary
disruption in operations over the duration of the business interruption period, which is specified in the insurance policy. According to the Insurance Information Institute, the standard policy period is 30 days, but using an endorsement can extend it to 360 days. Most business interruption insurance policies define this period as lasting from the date
that the covered peril began until the date that the damaged property is physically repaired and returned to the same condition that existed prior to the disaster. There may also be a waiting period of 48 to 72 hours. Business interruption insurance premiums (or at least the additional cost of the rider) are tax-deductible as ordinary business expenses.
This type of policy pays out only if the cause of the business income loss is covered in the underlying property/casualty policy. The amount payable is largely based on such factors as the past financial records of the business and the amount of coverage. Other factors include the type of industry, number of employees, and whether the location is
subject to natural disaster risks (such as hurricanes or wildfires). Time is of the essence when reporting business interruptions. Consider the importance of not only filing a prompt claim but providing prompt back-up to substantiate your claim quickly. There are several types of business interruption insurance available which may include or exclude
different types of claim items. The most common forms of business interruption coverage include:Business Income Coverage: This form of coverage assists in replacing lost income and paying ongoing expenses if your business is forced to close temporarily due to a covered loss. It can compensate for missed profits, payroll, rent, taxes, and other
operating costs, as discussed below.Extra Expense Coverage: Extra expense coverage assists in covering the additional costs your company may incur to minimize or avoid a shutdown. This may include items such as renting temporary office space or equipment, paying non-exempt staff overtime, or covering the cost of temporary transportation or
relocation.Contingent Business Interruption Coverage: This form of coverage protects your company from losses caused by a disruption in the operations of a supplier or other business partner on which your company relies. For example, if a fire prevents your supplier from delivering goods to your company, contingent business interruption coverage
may help compensate for your lost income.Civil Authority Coverage: Civil authority coverage protects your firm from damages caused by government-mandated closures or other limitations that prevent it from operating. For example, if your firm is forced to close due to a mandatory evacuation order or a curfew issued by local authorities, civil
authority coverage may be able to compensate you for your lost income. As you review the lists below, consider how each type of expense may pertain to only a specific type of coverage or may only be included if that coverage is opted into. Most business interruption insurance covers the following items:Profits: Based on prior months' performance, a
policy will provide reimbursement for profits that would have been earned had the event not occurred.Fixed costs: These can include operating expensesand other incurred costs of doing business.Temporary location: Some policies cover the costs involved with moving to and operating from a temporary business location.Commission and training cost:
In the wake of abusiness interruption event, a company will often need to replace machinery and retrain personnel on how to use the new machinery. Business interruption insurance may cover these costs.Extra expenses: Business interruption insurance will provide reimbursement for reasonable expenses (beyond te fixed costs) that allow the
business to continue operating while the business gets back on solid footing.Civil authorityingress/egress: A business interruption event may result in government-mandated closure of business premises that directly causes financial loss.Examples include government-issuedcurfewsor street closures related to a covered event.Employee wages:
Coverage of wages is essential if a business does notwant to lose employees whileit is shut down. Thiscoverage can help a business ownermake payroll when they cannot operate.Taxes: Businesses are still required to pay taxes, even when disaster hits. Tax coverage will ensure a business can pay its taxes on time and avoid penalties.Loan payments:
Loan payments are often due monthly. Business Interruption coverage can help a business make those payments even when they are not generating income. Business interruption insurance is not sold as a separate policy but a rider added to an existing insurance policy. According to the Insurance Information Institute , you will not be covered for:
Broken items resulting from a covered event or loss (such as glass)Flood or earthquake damage, which are covered by a separate policyUndocumented incomethats not listed on your business financial recordsUtilitiesPandemics, viruses, or communicable diseases (such as COVID-19) Note that the insurer is only obligated to pay if the insured actually
sustained a loss as a result of the interruption. The amount that will be recouped by the business will not exceed the limit stated in the policy. Not surprisingly, what business interruption insurance does and does not cover came under particular scrutiny during the COVID-19 outbreak and the resulting business shutdowns and curtailments. The
answer, unfortunately, is that for the most part policy holders are not covered. In recent years, the National Association of Insurance Commissioners stated, many insurers have restricted coverage for bacterial and virus outbreaks. Some 25% of small businesses do not reopen following a disaster, according to FEMA. "The standard business
interruption policy only applies when the business sustains direct physical loss or damage, such as a fire," said James Lynch, FCAS MAAA, chief actuary and senior vice president of research and education of the Insurance Information Institute. "Business interruption can also apply when a nearby business sustains direct physical loss or damage and a
civil authority like the government closes all businesses as a result." Viruses don't actually break anything. As Michael Menapace, a partner at Wiggin and Dana and professor of insurance law at Quinnipiac University School of Law, told Jeff Dunsavage of the Insurance Information Institute: "The virus...[compared to a fire or broken windows from
wind damage], leaves no visible imprint." Even all-risk business interruption insurance has exclusions. Especially since the SARS outbreak of 2003, those exclusions have tended to include losses from viruses and communicable diseases, Dunsavage wrote. Business interruption insurance becomes effective when a covered event occurs. You can file a
claim with your insurance company and provide evidence of the damages incurred. Your insurer will review your claim, especially in the light of whether the event is covered under your current business interruption coverage. The cost of business interruption insurance varies depending on a number of factors including the size of your company, the
industry in which you operate, and the coverage levels you choose. Other factors that can influence the cost of business interruption insurance include your company's location, revenue, and claims history.Business interruption insurance can cost anywhere from a few hundred to several thousand dollars each year. However, the actual cost of your
insurance will be determined by the specifics of your business and the coverage options you select. Business interruption coverage typically only activates when a direct physical property loss arising from a covered event occurs. You may only make financial claims if this event has caused damage to your physical location Yes; your coverage for
business interruption coverage is often limited to an amount based on a certain amount of activity over a certain amount of time. For example, some coverage may restrict business interruption coverage to a 12-month financial period. In addition, there may be limits to the types of expenses that can be claimed or the types of revenue lost that may be
claimed. Business interruption insurance is intended to compensate your firm for lost income and additional expenses incurred as a result of an unexpected disruption in your business operations. However, certain situations and conditions may not be covered by your policy. Make sure you understand your the terms of your policy to avoid surprises on
what may or may not be covered in case your business operations are interrupted. Business interruption refers to a disruption in a companys normal operations, often due to unforeseen events like natural disasters, accidents, or other emergencies. This can prevent a business from operating as usual, impacting revenue, production, or services.For
example, a factory may experience business interruption if a fire damages equipment, halting production for a period.Why is business interruption important?Business interruption is important because it helps businesses plan for unexpected disruptions that could affect their operations. Understanding the risks and potential impacts allows companies
to put contingency plans in place, such as insurance or backup systems, to minimize losses.Without a plan for business interruption, a company could face significant financial strain if a disruption occurs, leading to lost revenue or increased operational costs.Understanding business interruption through an exampleImagine a software company that
experiences a server crash due to a cyberattack. The attack leads to several days of downtime, meaning the company cannot process customer orders or provide services. As a result, the company loses revenue during the downtime.If the company had business interruption insurance, it could receive compensation to cover the loss of income and help
with recovery costs.An example of a business interruption clauseHeres how a business interruption clause might look in an insurance policy:"The insurer will compensate the policyholder for lost income and additional expenses incurred due to business interruption caused by unforeseen events such as fire, natural disasters, or
cyberattacks."ConclusionBusiness interruption refers to the temporary halt or disruption of a company's operations, often due to external events. Having a business interruption plan, including insurance or other protective measures, is crucial for minimizing financial losses and ensuring that the business can recover quickly and smoothly. This article
contains general legal information and does not contain legal advice. Cobrief is not a law firm or a substitute for an attorney or law firm. The law is complex and changes often. For legal advice,please ask a lawyer. Business interruption insurance is insurance coverage that replaces business income lost in a disaster, such as a fire or a natural
catastrophe. Business interruption insurance is not sold as a separate policy but is either added to a property/casualty policy or included in a comprehensive package policy as an add-on endorsement or rider. Business interruption insurance is coverage that replaces income lost if a business is halted due to direct physical loss or damage, such as that
caused by a fire or a natural disaster.Business interruption insurance includes business income, extra expense, contingent business interruption, or civil authority coverages.This type of insurance also covers operating expenses, moving to a temporary location , payroll, taxes, and loan payments.Standard business interruption insurance does not
reimburse policy holders if the business is closed due to a pandemic. Even some all-risk insurance plans have specific exclusions for losses due to viruses or bacteria.Some small business insurance policies include business interruption insurance. Interuptions to business operations are considered the top threats to enterprises globally, according to a
2024 survey by financial multinational Allianz. Business interuption was cited as a major concern and risk by 31% of responders, trailing only cyber incidents (36%). Cyber attacks and the other top threat, natural catastrophes (26%), are also common causes of business disruptions, Business interuption coverage (sometimes known as business income
coverage) is one of several types of insurance designed to protect businesses against various types of risk. This type of coverage applies to a temporary disruption in operations over the duration of the business interruption period, which is specified in the insurance policy. According to the Insurance Information Institute, the standard policy period is
30 days, but using an endorsement can extend it to 360 days. Most business interruption insurance policies define this period as lasting from the date that the covered peril began until the date that the damaged property is physically repaired and returned to the same condition that existed prior to the disaster. There may also be a waiting period of
48 to 72 hours. Business interruption insurance premiums (or at least the additional cost of the rider) are tax-deductible as ordinary business expenses. This type of policy pays out only if the cause of the business income loss is covered in the underlying property/casualty policy. The amount payable is largely based on such factors as the past financial
records of the business and the amount of coverage. Other factors include the type of industry, number of employees, and whether the location is subject to natural disaster risks (such as hurricanes or wildfires). Time is of the essence when reporting business interruptions. Consider the importance of not only filing a prompt claim but providing
prompt back-up to substantiate your claim quickly. There are several types of business interruption insurance available which may include or exclude different types of claim items. The most common forms of business interruption coverage include:Business Income Coverage: This form of coverage assists in replacing lost income and paying ongoing
expenses if your business is forced to close temporarily due to a covered loss. It can compensate for missed profits, payroll, rent, taxes, and other operating costs, as discussed below.Extra Expense Coverage: Extra expense coverage assists in covering the additional costs your company may incur to minimize or avoid a shutdown. This may include
items such as renting temporary office space or equipment, paying non-exempt staff overtime, or covering the cost of temporary transportation or relocation.Contingent Business Interruption Coverage: This form of coverage protects your company from losses caused by a disruption in the operations of a supplier or other business partner on which
your company relies. For example, if a fire prevents your supplier from delivering goods to your company, contingent business interruption coverage may help compensate for your lost income.Civil Authority Coverage: Civil authority coverage protects your firm from damages caused by government-mandated closures or other limitations that prevent
it from operating. For example, if your firm is forced to close due to a mandatory evacuation order or a curfew issued by local authorities, civil authority coverage may be able to compensate you for your lost income. As you review the lists below, consider how each type of expense may pertain to only a specific type of coverage or may only be included
if that coverage is opted into. Most business interruption insurance covers the following items:Profits: Based on prior months' performance, a policy will provide reimbursement for profits that would have been earned had the event not occurred.Fixed costs: These can include operating expensesand other incurred costs of doing business.Temporary
location: Some policies cover the costs involved with moving to and operating from a temporary business location.Commission and training cost: In the wake of abusiness interruption event, a company will often need to replace machinery and retrain personnel on how to use the new machinery. Business interruption insurance may cover these
costs.Extra expenses: Business interruption insurance will provide reimbursement for reasonable expenses (beyond te fixed costs) that allow the business to continue operating while the business gets back on solid footing.Civil authorityingress/egress: A business interruption event may result in government-mandated closure of business premises that
directly causes financial loss.Examples include government-issuedcurfewsor street closures related to a covered event.Employee wages: Coverage of wages is essential if a business does notwant to lose employees whileit is shut down. Thiscoverage can help a business ownermake payroll when they cannot operate.Taxes: Businesses are still required
to pay taxes, even when disaster hits. Tax coverage will ensure a business can pay its taxes on time and avoid penalties.Loan payments: Loan payments are often due monthly. Business Interruption coverage can help a business make those payments even when they are not generating income. Business interruption insurance is not sold as a separate
policy but a rider added to an existing insurance policy. According to the Insurance Information Institute , you will not be covered for: Broken items resulting from a covered event or loss (such as glass)Flood or earthquake damage, which are covered by a separate policyUndocumented incomethats not listed on your business financial
recordsUtilitiesPandemics, viruses, or communicable diseases (such as COVID-19) Note that the insurer is only obligated to pay if the insured actually sustained a loss as a result of the interruption. The amount that will be recouped by the business will not exceed the limit stated in the policy. Not surprisingly, what business interruption insurance
does and does not cover came under particular scrutiny during the COVID-19 outbreak and the resulting business shutdowns and curtailments. The answer, unfortunately, is that for the most part policy holders are not covered. In recent years, the National Association of Insurance Commissioners stated, many insurers have restricted coverage for
bacterial and virus outbreaks. Some 25% of small businesses do not reopen following a disaster, according to FEMA. "The standard business interruption policy only applies when the business sustains direct physical loss or damage, such as a fire," said James Lynch, FCAS MAAA, chief actuary and senior vice president of research and education of the
Insurance Information Institute. "Business interruption can also apply when a nearby business sustains direct physical loss or damage and a civil authority like the government closes all businesses as a result." Viruses don't actually break anything. As Michael Menapace, a partner at Wiggin and Dana and professor of insurance law at Quinnipiac
University School of Law, told Jeff Dunsavage of the Insurance Information Institute: "The virus...[compared to a fire or broken windows from wind damage], leaves no visible imprint." Even all-risk business interruption insurance has exclusions. Especially since the SARS outbreak of 2003, those exclusions have tended to include losses from viruses
and communicable diseases, Dunsavage wrote. Business interruption insurance becomes effective when a covered event occurs. You can file a claim with your insurance company and provide evidence of the damages incurred. Your insurer will review your claim, especially in the light of whether the event is covered under your current business
interruption coverage. The cost of business interruption insurance varies depending on a number of factors including the size of your company, the industry in which you operate, and the coverage levels you choose. Other factors that can influence the cost of business interruption insurance include your company's location, revenue, and claims
history.Business interruption insurance can cost anywhere from a few hundred to several thousand dollars each year. However, the actual cost of your insurance will be determined by the specifics of your business and the coverage options you select. Business interruption coverage typically only activates when a direct physical property loss arising
from a covered event occurs. You may only make financial claims if this event has caused damage to your physical location Yes; your coverage for business interruption coverage is often limited to an amount based on a certain amount of activity over a certain amount of time. For example, some coverage may restrict business interruption coverage to
a 12-month financial period. In addition, there may be limits to the types of expenses that can be claimed or the types of revenue lost that may be claimed. Business interruption insurance is intended to compensate your firm for lost income and additional expenses incurred as a result of an unexpected disruption in your business operations. However,
certain situations and conditions may not be covered by your policy. Make sure you understand your the terms of your policy to avoid surprises on what may or may not be covered in case your business operations are interrupted. Homemikemangubat2025-06-12T09:16:54-04:00 Business interruption insurancebrucereid2025-04-24T16:03:07-04:00
Making sure your building and inventory are insured is a no-brainer. But what business owners may not have considered is insurance to cover the loss of income after a disaster. Thats where business interruption insurance comes in. This type of coverage is designed to help a business owner, whether youre a grocery store owner or a retailer, collect
the income they would expect were it not for the event that set their business back in the first place!Business interruption insurance will replace a source of income thats disrupted, reduced, or completely eliminated if a covered peril suspends your operations. It also includes coverage for extra expenses to expedite your return to business or help
limit your loss.Say youre a manufacturer who creates your own products, and your business suffers a break-in. You discover that the thieves have taken all the equipment you need to produce your goods. After a loss like that, your business will need some time to recover; youll need to replace that equipment in order to get back up and running.
During that time, business interruption insurance would help cover your regular business expenses such as rent or your employees salaries.While your commercial property coverage may help cover the repair and replacement costs of your damaged or stolen property, without a source of income during that time, you may find your business ends up
bankrupt or unable to reopen. Without a sufficient reserve of funds, you would rely on your business interruption insurance to help replace income which was reduced (or lost) due to the interruption.Business insurance policies differ between providers, but business interruption coverage can typically compensate for the following:Mortgage, rent, and
lease payments due during the disruption.Employee payroll, ensuring workers continue to be paid.Taxes and loan payments that are owed during the covered period.Relocation costs, if the business needs to move to a new or temporary location because of physical damage to its current premises.Your bottom line can suffer when businesses you work
with experience issues, too. For instance, say a big fire shut down the operations of one of your suppliers: it may take you some time to find a new supplier for the particular product they were providing you. Contingent business interruption insurance is an extension of your coverage that is designed to reimburse your lost profits and extra expenses
caused by an interruption to a customers or suppliers operations.Anyone who owns a business should consider this type of coverage. This includes businesses running at a loss as well as non-profit organizations, because even if you are losing money (and thus dont have any profit to insure), you still have expenses to pay.When determining how much
business interruption insurance will cost, the following factors are considered:Value of your business commercial propertyThe industry your business is inYour annual revenueYes! Our Risk Services Specialists can work closely with you to provide the advice, support, and training you may need to analyze the potential risks to your operation. Knowing
the exposures your business could face can go a long way in helping you avoid future losses.Our Risk Services Specialists are available to help create a customized action plan that will address those issues and help you protect your bottom line. Whether its sharing our risk management observations on your current business, potential new locations,
and business acquisitions, or providing you with timely tools and resources, were here to help you be as successful as possible. When you need help quickly, our Risk Management Assist service grants you access to our Risk Services Specialists, who can answer a variety of questions on topics, including property, auto, and liability loss prevention. They
can also provide guidance on any regulatory, legislation, or code requirements your business may be dealing with.Commercial property insurance:Commercial property insurance can help protect your physical assets, like your storefront and your warehouse. Its also designed to help with the repair or replacement costs for tools, equipment, inventory,
electronics, and other assets that are crucial to running your business.Commercial general liability insurance:If youre found legally liable for bodily injuries or property damage to a third party, this coverage can help. It can also offer protection in situations where you or your employees are conducting business offsite.Commercial auto
insurance:Commercial auto insurance can help if you or your employed drivers get injured in a car accident involving your business vehicle. It can also provide replacement car coverage if you need to rent a temporary car for business operations following a covered accident.Cyber risk insurance:Cyber risk insurance can help support your business if
your computer network is breached, leading to information being stolen or ransomed, business operations interrupted, computer systems corrupted, and other consequences.
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