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Tips and Considerations on Insurance for the Small Business 
 
Tips & Considerations Concerning Property Insurance 

• It’s important to have your property value assessed before, and periodically thereafter, any type of 
property insurance coverage is purchased. Be sure to keep copies of receipts for equipment, furniture 
and other valuable items in the event your premises are destroyed. Keep physical photos of your 
property in another location as well as digital pictures that you store on your computer or with a Web 
service. 

• High-value specialty items, like antiques and artwork, should also be assessed by a reputable appraiser 
before you buy property insurance. These types of items are usually covered for an agreed-upon amount 
before a policy is written. It is important to specifically tell your agent about these specialty items so that 
the correct coverage is provided. 

• If you lease your building or offices, do not rely on your landlord to provide coverage for your business 
property. The building will typically provide insurance only for the basic structure and common areas. 
Read your lease carefully – there may be other requirements or penalties in the fine print. Check to see 
what is and is not covered so that you are fully protected if something happens to your property and 
equipment or if someone decides to sue you for damages caused by you or one of your employees. 

• A property insurance policy generally includes a statement specifying the limit of liability. Be sure you 
understand how it works. The limit of liability is defined as the maximum amount an insurer will pay for 
a covered loss. Typically, the insurer will bear responsibility up to a certain limit, as stated in the policy, 
with the policyholder liable for amounts above that limit. 

• Costs for business interruption coverage are tied to the type of small business you operate. For example, 
less business interruption coverage would be needed following a fire at a travel agency versus an art 
gallery, assuming that it would take more time for an art gallery to recover from a fire. 

• Even if you purchase business interruption coverage, make sure you have sufficient funds to tide you 
over the first few days. This type of coverage typically doesn’t kick in for a specified time period after a 
disrupting incident occurs. The time period will be listed in your policy. 
 

Tips & Considerations Concerning Liability Insurance 
• Liability insurance premiums are typically based on a business’ sales and payroll estimates 

provided prior to policy inception. If the actual amounts turn out to be higher after the policy has been 
issued, you may need to pay an incremental premium. Conversely, if the amounts are less than 
estimated, you could get a refund. 

• Other factors that influence your liability premiums include your type of business and the risks generally 
associated with it. For example, a toy manufacturer may pay $3 per $1,000 of sales. Thus, on $10 
million of sales, the premium would be $30,000. A company that manufactures a less “risky” product or 
engages in a less risky business, such as a florist, may pay $1.50 per $1,000 of sales, or $15,000. 

• Insurance companies evaluate a business’s risk for liability coverage based on numerous factors: the 
number of claims filed within an industry or probability of a claim for a similar type of company; the 
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financial stability and longevity of a business; state laws; business products and/or operation; and a 
business’ approach to handling and preventing potential risks. 

 
If you have solid, documented practices and safety procedures in place, you may be considered a lower risk by 
an insurance company for liability insurance and therefore be charged lower premiums. 
 
Tips & Considerations for Reducing Business Risk 
As a small business owner, you can take steps to minimize risk in the workplace, thereby helping to lower your 
insurance premiums. Here are some tips that could benefit your business, employees, customers and clients: 

• Install fire and security alarms. 
• Plan and train employees for an emergency on the premises, such as fires and evacuations. 
• Have employees keep wallets and other personal items in a secure place. Keep the business’ cash and 

other valuables in a safe. 
• If employees work with machinery, provide goggles, gloves and other recommended safety gear to help 

prevent injuries. 
• Keep office space in good physical condition. Maintain carpeting and railing on stairs. Make sure 

telephone and computer wiring is in good working condition and does not create any hazards. 
• If your employees operate a company car, make sure they have clean driving records and are trained 

properly. 
 

Tips and Considerations for Lowering Property & Liability Insurance Costs   
• Review all insurance policies annually and note any changes that may affect your coverage costs. For 

example, your premiums could be impacted by the addition or reduction of employees, client’s product 
offerings or inventory; alterations to your building; or changed state regulations. 

• Find out how plans differ to make sure you are purchasing the best policy for your particular business 
and at a competitive price. 

• Claim a tax deduction for your premiums on fire, casualty and burglary insurance. 
• Avoid purchasing overlapping policies. Read the terms carefully to make sure you are not covered for 

the same item in two separate policies. This type of policy examination also helps you ensure that you 
are not missing crucial coverage in other areas. 

 
NOTE: To help with claims processing:   

• Document all your business assets, and keep detailed records of all your insurance policies, as well as 
copies of premiums you’ve paid and any documents concerning losses and recoveries. 

 
 
 

 


