What is contractor insurance

Contractor insurance isn't a single policy, but rather a package of various insurance coverages designed to
protect contractors and their businesses from the unique risks they face. These risks can include accidents,
injuries, property damage, lawsuits, and theft of equipment.

Essentially, contractor insurance acts as a financial safeguard, helping to cover the potentially devastating costs
that can arise from unexpected incidents on the job.

Why is contractor insurance important?

o Financial Protection: It shields your business from significant financial losses due to claims, lawsuits,
or unforeseen events. Without it, you could be personally liable for huge expenses.

o Legal Compliance: Many states, municipalities, and clients require contractors to carry specific types
and amounts of insurance before they can obtain licenses, bid on projects, or even start work.

e Reputation and Credibility: Having proper insurance demonstrates professionalism and reliability to
clients, helping you secure more work.

e Peace of Mind: Knowing you're covered allows you to focus on your work with less worry about
potential disasters.

Common types of insurance included in a contractor insurance package:

e General Liability Insurance (CGL): This is often considered the foundation of contractor insurance. It
protects your business from third-party claims of bodily injury, property damage, and personal injury
(like libel or slander) caused by your operations, products, or completed work.

o Example: A client trips over your tools on a job site and breaks an arm, or you accidentally
damage a client's property while working.

e  Workers' Compensation Insurance: If you have employees, this coverage is typically required by law.
It provides benefits for employees who suffer work-related injuries or illnesses, covering medical
expenses, lost wages, and rehabilitation.

o Example: An employee falls off a ladder and breaks a bone while painting a house.

o Commercial Auto Insurance: This covers vehicles used for business purposes, including those
transporting tools and materials. It can cover damages from accidents, theft, or vandalism, as well as
liability for injuries or property damage caused by your company vehicles.

e Inland Marine Insurance (Tools and Equipment Insurance): This protects your valuable tools,
equipment, and materials while they are in transit to and from job sites, or while stored at a job site. It
covers losses due to theft, damage, or fire.

o Professional Liability Insurance (Errors & Omissions - E&Q): This is crucial for contractors who
offer design, consulting, or other professional services. It protects against claims of negligence, errors,
or omissions in your professional work that lead to financial loss for a client.

o Example: A design flaw in your plans leads to a structural issue, or you miss a project deadline
that causes the client financial harm.

e Builders Risk Insurance (Course of Construction - COC): This property insurance covers buildings
and structures while they are under construction or undergoing renovation. It typically protects against
damages caused by fire, weather, vandalism, or theft.

o Business Owners Policy (BOP): A BOP often combines general liability and commercial property
insurance into a single, cost-effective package, making it a popular choice for many small contractors.

o Commercial Property Insurance: This protects your owned or rented business property, including
your office, workshop, and the tools, equipment, and inventory stored within it, from perils like fire,
theft, or vandalism.



o Business Interruption Insurance: If your business has to temporarily close due to a covered event (like
a fire at your shop), this insurance can replace lost income.

e Pollution Liability Insurance: Important for contractors dealing with potentially hazardous materials, it
covers claims for bodily injury or property damage caused by the release of pollutants.

e Surety Bonds: While not technically insurance, these are often required for contractors, particularly for
public projects. A bond guarantees reimbursement to the client if the contractor fails to fulfill the terms
of a contract or adhere to building codes.

The specific types and amounts of coverage a contractor needs will depend on the nature and size of their
business, the risks involved in their work, and state or contractual requirements.



