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Home-Based Businesses 
Slightly more than half of U.S. businesses — 51.6 percent — were home-based, according to the 2007 Survey 
of Business Owners (SBO), conducted by the U.S. Census. Only 6.9 percent of these home-based respondent 
businesses had $250,000 or more in sales and receipts, while 57.1 percent brought in less than $25,000. (For 
further information see the U.S. Census release.) 

 Whether you’re doing medical billing, building birdhouses in your garage, running a day care center, 
auctioning art on eBay or any one of the myriad of other types of businesses people run from their homes, you 
may not have adequate insurance. 

Many people think their homeowner’s policy is all they need. But a typical homeowner’s policy may not 
provide enough coverage. The usual limit is $2,500 for your business equipment while at home and $250 when 
it’s off the premises. 
 
Most homeowner’s policies specifically exclude business liabilities. Even though you’re at-home business may 
involve only yourself working just part time, you could still have liability risk. For example, someone may 
come to your home for a business purpose–such as delivering materials–and sustain an injury on your premises 
for which they believe you are responsible. Your homeowner’s policy would probably not cover the damages. 

HOW TO ADD MORE COVERAGE 
There are three ways to provide more property and liability insurance for your in-home business. The right 
choice will depend on the nature of your business, its annual receipts and the amount of coverage you need. 
They are: 

 Endorsement to Your Homeowners Policy  
 In-Home Business Insurance Policy  
 Business Owners Policy (BOP) 

Endorsement to Your Homeowners Policy Your homeowner’s insurer may offer an endorsement to your 
homeowner’s policy that adds additional property coverage and some limited liability coverage. For less than 
$20 a year, you may be able to double your standard policy limits for business equipment from $2,500 to 
$5,000. This option is usually limited to businesses that have less than a set amount of annual receipts, usually 
around $5,000. 

In-Home Business Insurance Policy Some insurers offer specific in-home business insurance policies with 
some of the same features as larger commercial policies but with lower policy limits and at a lower premium. 
With this coverage, generally at a price of less than $300 a year, you can insure your business property for 
$10,000. The policy includes general liability coverage with the limit you choose, between $300,000 and $1 
million. 

http://www.census.gov/newsroom/releases/archives/business_ownership/cb11-110.html
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Should you have to shut down your business because of damage to your house, the in-home policy will cover 
the income the business loses and ongoing expenses, such as payroll, for up to one year. The policy also 
provides limited coverage for loss of valuable documents, accounts receivable, offsite business property and use 
of equipment. 

Business Owners Policy (BOP) Many insurers offer small business owners policies combining a wide variety 
of coverages in a single policy. You may want to talk to your insurance agent about whether the broader 
property and liability coverages you would get with a Business Owners Policy (BOP) are recommended for 
your business. 

BUSINESS VEHICLE INSURANCE  
Your personal auto policy probably provides coverage for some business use of your vehicle. A personal auto 
policy is unlikely to provide coverage, however, if the vehicle in question is used primarily in business. It will 
not provide coverage for any vehicle owned by a business. 

Should you be driving your auto for a business purpose and get into an accident for which you are liable, an 
injured person could sue you personally. Will your personal auto policy have enough coverage to pay all the 
damages? If not, a lawsuit may be filed against your business. You may want to discuss whether you need a 
business auto policy with your insurance agent. 

WORKERS COMPENSATION INSURANCE 
Please check with your local Department of Labor to see if employers, not covered by Federal programs, have 
workers’ compensation coverage or be approved for self-insurance.  Also check to see if out-of-state employers 
may need workers’ compensation coverage if a contract of employment is entered into within your state or if 
work is performed in within your state. 
 
 
 

 

http://www2.iii.org/smallbusiness/basics/#ppart_767776
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