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This glossary contains 90+ key terms to help you understand your commercial insurance policies.
A
Additional Insured
A person or organization that is added to another party's insurance policy and receives protection under that policy. Common in contractor agreements where a property owner requires coverage under the contractor's liability policy.
Aggregate Limit
The maximum total amount an insurer will pay for all covered losses during a policy period, regardless of the number of claims. Once the aggregate is exhausted, no further coverage is available until the policy renews.
Agreed Value
A policy provision in which the insurer and policyholder agree in advance on the value of the insured property. In the event of a total loss, the insured receives the full agreed amount without depreciation deductions.
All-Risk Policy
A type of property insurance that covers all causes of loss except those specifically excluded in the policy. Also called 'open perils' coverage, it offers broader protection than named-perils policies.
Assault & Battery Coverage
An endorsement or standalone policy that provides liability coverage for incidents involving physical altercations on business premises — especially important for bars, restaurants, nightclubs, and event venues.
B
Blanket Coverage
A single limit of insurance that applies across multiple locations, properties, or items rather than assigning a separate limit to each. Provides flexibility and can prevent underinsurance at any one location.
BOP (Business Owners Policy)
A package policy designed for small to mid-sized businesses that combines General Liability and Commercial Property coverage into one convenient policy. Often includes Business Interruption coverage and can be customized with endorsements.
Bodily Injury (BI)
Physical harm, sickness, or death sustained by a person. Bodily injury liability coverage pays for damages you're legally responsible for when someone is injured because of your business operations.
Business Interruption Insurance
Coverage that replaces lost income and pays continuing expenses (like rent and payroll) when a covered property loss forces your business to temporarily close or reduce operations. Also called Business Income coverage.
Business Personal Property (BPP)
Insurance covering movable property owned by a business, including furniture, equipment, inventory, and fixtures at a covered location. Separate from coverage for the building itself.
C
Certificate of Insurance (COI)
A document issued by an insurer summarizing the key coverage details of a policy. COIs are routinely requested by clients, landlords, and general contractors as proof that a business carries adequate insurance.
Claim
A formal request submitted to an insurer for compensation or coverage for a covered loss or event under the terms of the policy.
Claims-Made Policy
A liability policy that covers claims filed during the policy period, regardless of when the incident occurred — as long as it is reported within the policy term or an extended reporting period.
Commercial Auto Insurance
Coverage for vehicles used for business purposes. Protects against physical damage to the vehicle, liability for bodily injury or property damage caused to others, and may include uninsured/underinsured motorist protection.
Commercial General Liability (CGL)
A foundational business liability policy covering bodily injury, property damage, and personal/advertising injury claims arising from business operations, products, or completed work. One of the most common commercial insurance policies.
Commercial Property Insurance
Coverage for physical assets owned by a business, including buildings, equipment, inventory, and improvements. Protects against losses caused by fire, theft, windstorm, vandalism, and other covered perils.
Completed Operations
Liability coverage that protects a business against claims arising after a job or project is finished. Relevant for contractors, roofers, and other trade businesses where defects may not surface until after work is completed.
Contingent Business Interruption
Coverage for lost income resulting from a disruption at a supplier's or key customer's location — even though your own premises suffered no direct damage. Protects supply-chain-dependent businesses.
Contractual Liability
Liability assumed by a business through a written contract or agreement, such as an indemnification or hold-harmless clause. CGL policies typically cover contractual liability for insured contracts.
Coinsurance Clause
A policy requirement that the insured carry coverage equal to a specified percentage (commonly 80–90%) of the property's actual cash or replacement cost value. Failure to meet the requirement results in a proportional reduction in claim payments.
Coverage Gap
A situation where a business has no insurance protection for a particular risk, either because it was excluded from current policies or simply not purchased. Gap analyses help identify and address uncovered exposures.
Cyber Liability Insurance
Coverage protecting businesses from losses related to data breaches, cyberattacks, ransomware, and other technology-related incidents. May include first-party costs (notification, recovery) and third-party liability.
D
Declarations Page (Dec Page)
The summary page of an insurance policy listing key information: named insured, policy period, covered location(s), coverage types, limits, deductibles, and premium. Often the first page of a policy document.
Deductible
The amount the insured must pay out of pocket before the insurance company pays a claim. Higher deductibles typically result in lower premiums.
Depreciation
The reduction in an asset's value over time due to wear, age, or obsolescence. Under Actual Cash Value policies, depreciation is subtracted from the replacement cost when settling a claim.
Directors & Officers (D&O) Liability
Insurance protecting the personal assets of corporate directors and officers who are sued for alleged wrongful acts in their management roles. Also covers the company itself in many cases.
Duty to Defend
An insurer's obligation under a liability policy to provide and pay for a legal defense when a covered claim is made, even if the allegations ultimately prove groundless.
E
Each Occurrence Limit
The maximum amount the insurer will pay for a single covered event or claim, regardless of the number of people injured or the extent of damage caused.
Employment Practices Liability (EPLI)
Coverage protecting employers against claims by employees alleging discrimination, wrongful termination, sexual harassment, or other employment-related violations.
Endorsement
A written amendment attached to a policy that adds, removes, or modifies coverage. Endorsements allow policies to be customized for a specific business's needs and are part of the policy contract.
E&S Lines (Excess & Surplus)
Insurance written by non-admitted carriers to cover risks that standard (admitted) insurers are unwilling or unable to write. E&S markets provide flexibility for unusual, high-risk, or hard-to-place accounts.
Exclusion
A specific condition, cause of loss, or type of property that is NOT covered under a policy. Exclusions are clearly listed in the policy and should be carefully reviewed to identify potential gaps in coverage.
Extended Reporting Period (ERP)
Also called a 'tail,' this provision extends the time a claims-made policy can receive and cover claims after the policy expires. Critical when switching insurers or retiring from business.
F
Fiduciary Liability Insurance
Coverage protecting individuals responsible for managing employee benefit plans (such as 401(k) plans) from claims of mismanagement or breach of fiduciary duty.
Fire Legal Liability
A sublimit under CGL policies covering damage to rented premises caused by fire. Important for tenants leasing commercial space.
First-Party Coverage
Insurance that pays the policyholder directly for their own losses. Property insurance and business interruption insurance are examples of first-party coverage.
Flood Insurance
A separate policy covering damage caused by flooding, which is excluded from standard commercial property policies. Available through the NFIP or private surplus lines markets.
Fronting Policy
An arrangement in which an admitted carrier issues a policy on behalf of a non-admitted insurer or captive. Used to satisfy regulatory or contractual requirements requiring admitted paper.
G
Garage Liability
A specialized liability policy for auto dealers, repair shops, and service stations covering bodily injury and property damage arising from garage operations, including customer vehicles in the insured's care.
General Aggregate Limit
The total maximum the insurer will pay for all covered claims during the policy period under a CGL policy. Separate per-project or per-location aggregates may be added by endorsement.
Gross Negligence
A reckless disregard for the safety of others that goes beyond ordinary negligence. Some policies exclude coverage for intentional or grossly negligent acts.
H
Hired & Non-Owned Auto (HNOA)
Liability coverage for vehicles your business uses but does not own, including employee personal vehicles used for business errands and rented vehicles. Fills a gap left by commercial auto policies.
Hold Harmless Agreement
A contractual clause in which one party agrees to accept liability and protect another party from claims or losses. Businesses are often required to sign these; your CGL policy's contractual liability coverage may respond.
Host Liquor Liability
Coverage for businesses that serve alcohol without a license at company events (such as office parties). Distinct from Liquor Liability, which applies to licensed sellers of alcohol.


I
Indemnification
Compensation paid by one party to restore another to their original financial position after a loss. In insurance, the insurer indemnifies the insured for covered losses.
Inland Marine Insurance
Despite the name, this covers movable property and specialty items transported over land or temporarily located away from the primary business premises — such as contractor tools, equipment, and goods in transit.
Insurable Interest
A legal requirement that the policyholder must have a financial stake in the insured property or person. You cannot insure something in which you have no financial interest.
ISO Form
Standardized policy language developed by Insurance Services Office, Inc. (ISO) and used by many insurers as the basis for commercial property and liability policies. ISO forms provide a common coverage framework across carriers.
L
Lapse
The termination of an insurance policy due to non-payment of premium or failure to renew. A lapsed policy provides no coverage, leaving the business unprotected.
Liability Limit
The maximum dollar amount an insurer will pay on behalf of the insured for a covered liability claim. Limits may apply per occurrence, per claim, or in the aggregate.
Liquor Liability Insurance
Coverage for businesses that manufacture, sell, serve, or distribute alcoholic beverages. Protects against claims arising from alcohol-related incidents, including injuries caused by intoxicated patrons.
Loss Control
Risk management activities designed to prevent or reduce losses before they occur. Insurers often provide loss control services to policyholders; proactive safety programs can reduce premiums and claims.
Loss of Income
See Business Interruption Insurance. Covers revenue lost when a covered peril forces a temporary business closure or reduction in operations.
Loss Payee
A party listed on a property policy with a financial interest in the insured property, such as a lender or leasing company. The loss payee receives claim payments up to the extent of their financial interest.
Loss Run
A report from an insurer detailing a business's claims history over a specified period, typically three to five years. Underwriters use loss runs to evaluate risk and set premiums.
M
Medical Payments (Med Pay)
A coverage in commercial policies that pays for medical expenses of persons injured on your business premises or during your operations, regardless of fault. Helps resolve minor injuries without litigation.
Minimum Earned Premium
The minimum amount of premium an insurer retains if a policy is cancelled before its expiration date. Important to understand before requesting mid-term cancellation.
Monoline Policy
A policy covering only one line of coverage, as opposed to a package policy like a BOP that bundles multiple coverages together.
Moral Hazard
The increased likelihood of a loss due to dishonest or careless behavior by the insured as a result of having insurance. Insurers assess this risk during underwriting.


N
Named Insured
The person, business, or organization specifically identified on the policy's declarations page as the primary insured party. Rights and responsibilities under the policy belong to the named insured.
Named Perils
A type of property policy that only covers losses caused by the specific perils listed in the policy (such as fire, lightning, or theft). Broader than no coverage but narrower than All-Risk/Open Perils.
Non-Admitted Carrier
An insurance company not licensed by the state but legally permitted to write coverage through surplus lines. Not backed by state guaranty funds; used for specialty or hard-to-place risks.
Notice of Cancellation
A formal notification from the insurer to the policyholder that the policy is being cancelled. State law typically requires a minimum advance notice period (commonly 10–30 days).
O
Occurrence Policy
A liability policy that covers incidents that occur during the policy period, regardless of when the claim is filed. Provides long-term protection since coverage remains in place even after the policy expires.
Open Perils
See All-Risk Policy. Covers any cause of loss not specifically excluded, offering broader protection than named-perils coverage.
Other Structures
In commercial property policies, this refers to structures on the premises that are separate from the main building, such as fences, detached garages, or storage sheds.
P
Package Policy
An insurance policy that combines multiple coverage lines into a single policy document. A BOP is a common example, bundling General Liability and Commercial Property into one.
Personal & Advertising Injury
A coverage under CGL policies protecting against claims of libel, slander, false arrest, copyright infringement, and similar offenses arising from your business's communications and advertising.
Policy Period
The length of time a policy is in force, typically one year. Coverage applies only to losses that occur (occurrence form) or claims made (claims-made form) during the policy period.
Premium
The amount paid by the insured to the insurer in exchange for coverage. Premiums can be paid annually, semi-annually, quarterly, or monthly depending on the agreement.
Products Liability
Coverage for claims arising from bodily injury or property damage caused by products your business manufactures, sells, or distributes after they leave your possession.
Professional Liability (E&O)
Errors & Omissions insurance covering claims that your business made a mistake or failed to perform professional services adequately. Critical for consultants, accountants, attorneys, architects, and other professionals.
Property Damage (PD)
Physical damage to or destruction of tangible property belonging to others. Property damage liability coverage pays for damages your business is legally responsible for causing to others' property.




R
Replacement Cost Value (RCV)
The cost to replace damaged property with new property of like kind and quality, without deducting for depreciation. Provides more complete recovery than Actual Cash Value.
Retroactive Date
On a claims-made policy, the date before which incidents are not covered. Claims arising from incidents prior to this date are excluded, even if reported during the policy period.
Risk Management
The process of identifying, assessing, and controlling potential losses to a business through a combination of insurance, safety practices, contractual protections, and loss prevention strategies.
S
Self-Insured Retention (SIR)
Similar to a deductible, the amount the insured pays before coverage kicks in — but unlike a deductible, with an SIR the insured handles defense costs and manages claims up to the retention amount.
Subrogation
The legal right of an insurer to pursue a third party responsible for causing a loss after the insurer has paid the insured's claim. Allows insurers to recover amounts paid and keeps at-fault parties accountable.
Surety Bond
A three-party agreement guaranteeing that a business (the principal) will fulfill its obligations to a client (the obligee), backed by the surety company. Common in construction, licensing, and government contracting.
T
Tail Coverage
See Extended Reporting Period (ERP). Extends the reporting window on a claims-made policy after it expires or is cancelled.
Third-Party Coverage
Liability insurance that protects the policyholder against claims made by outside parties (third parties) who suffer injury or property damage caused by the insured's operations.
Total Loss
A determination by the insurer that damaged property is not economically feasible to repair, or that repair costs exceed the property's value. The insured receives the policy limit or agreed value.
U
Umbrella Policy
A liability policy providing additional coverage above the limits of underlying policies (auto, general liability, employers liability). Umbrella policies broaden and extend protection without replacing primary coverage.
Underinsurance
A situation in which the coverage limits purchased are insufficient to fully cover a loss. This can result in significant out-of-pocket costs, especially when a coinsurance clause applies.
Underwriting
The process by which an insurer evaluates a risk and decides whether to provide coverage and at what premium. Underwriters consider claims history, industry class, location, safety practices, and other factors.
Uninsured/Underinsured Motorist (UM/UIM)
Coverage that protects your business when a vehicle is involved in an accident with a driver who has no insurance or insufficient insurance to cover your damages.





V
Valuable Papers Coverage
An inland marine coverage that protects business records, manuscripts, and documents — including electronic data — against loss or damage.
Vacancy Clause
A policy provision that restricts or suspends certain coverages if a building has been vacant for a specified period (typically 60 days). Important for landlords and property investors.
W
Waiver of Subrogation
An endorsement giving up the insurer's right to pursue a third party after paying a claim. Commonly required in leases and construction contracts to prevent insurers from suing other parties involved in a project.
Workers' Compensation (WC)
A state-mandated insurance program providing wage replacement and medical benefits to employees injured on the job, regardless of fault. In exchange, employees waive the right to sue their employer for negligence.
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