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Commercial Insurance: The Complete Professional Guide (2026)
Source: https://riskcoveragehub.com/commercial-insurance-complete-professional-guide/ Published: March

17, 2026

Updated October 6, 2026.

Direct answer: Commercial insurance is a coordinated set of policies that transfer defined business

risks—property damage, third-party liability, employee injuries, and auto exposures—to insurers in exchange

for premium. Most operating businesses need general liability and property coverage (often bundled), workers’

compensation where employees exist, and commercial auto when vehicles serve the business; larger or

specialized firms add umbrella limits, cyber, and monoline specialty lines. Pricing and availability hinge on loss

history, classification, location (COPE), and whether markets are hard or soft.

What commercial insurance is—and who needs it
Commercial insurance is a program: several contracts, each with its own insuring agreement, exclusions, limits,

and conditions, arranged so a loss at your premises, on a job site, in a vehicle, or from operations does not drain

working capital or breach contracts.

Any entity with assets, employees, customers on site, products in commerce, or business-use vehicles needs

coverage. Sole proprietors and LLCs remain liable under tort and workers’ comp statutes. Landlords, lenders,

general contractors, and public owners require certificates before lease, loan, or subcontract execution.

Policies do not prevent losses or cover every event. They pay covered claims and defense costs subject to

language, and they satisfy many legal and contractual minimums—nothing broader unless you buy

endorsements and higher limits.

Core commercial lines
Map exposures first: people, property, products and operations, vehicles, and catastrophic balance-sheet events.

Then assign a line of business to each.

Commercial general liability (CGL)

CGL covers third-party bodily injury and property damage from premises, operations, products, and completed

operations, plus personal and advertising injury where Coverage B applies. Occurrence forms tie coverage to
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when injury or damage happens—not when a claim is filed— which matters for construction defects and

long-tail products. See CGL coverages and occurrence.

Commercial property

Property forms cover buildings, business personal property, and often business income after covered damage.

ACV, replacement cost, or agreed value changes outcomes at claim time. Wind, hail, flood, and earthquake are

often limited unless endorsed; cat-exposed sites face tighter capacity, higher deductibles, and documentation of

roof age and maintenance.

Workers’ compensation

Workers’ comp is statutory: benefits for work-related injury or illness, with employer liability limits where Part

Two applies. Premium follows payroll class, experience modification, and state rules. Misclassification hurts on

audit. See the workers’ compensation guide.

Commercial auto

Covers owned, hired, and non-owned auto. Personal auto “business use” is not a substitute for entity-owned

trucks visiting job sites daily. Motor carriers face MCS-90 and state financial responsibility filings where

applicable.

BOP versus CPP and monoline

A Business Owner’s Policy (BOP) bundles property and GL for eligible small accounts with simplified rating.

When you add locations, higher limits, heavier occupancy, or incompatible classes, carriers move you to a

Commercial Package Policy (CPP): monoline property and liability coverage parts with shared declarations but

tailored causes of loss and schedules.

Monoline placement—stand-alone policies for auto, workers’ comp, professional liability, cyber, and inland

marine—lets you match capacity and forms to each exposure. Program design is the work of aligning those

parts without gaps or silent overlaps; see commercial program design.

Umbrella and excess liability

Umbrella policies typically provide excess limits above several primary policies and may drop down when a

primary limit is exhausted. They sometimes grant broader terms on a follow-form or own-form basis. Excess

liability is often narrower—following underlying exclusions, retentions, and definitions.

Contracts routinely require umbrella certificates at $2M, $5M, or more above primary CGL and auto. Match

underlying eroding versus non-eroding defense provisions before stacking excess; an umbrella sitting above

exhausted primary limits is useless if exclusions differ.

How commercial underwriting works

Loss runs and submission quality

Carriers request loss runs, usually five years for standard commercial business and longer for larger accounts.

Underwriters read frequency and severity trends, open reserves, and repeat causes. A narrative that explains

corrective action after a bad year helps only when supported by safety investments, management changes, or

closed exposure.
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COPE and classification

Property underwriters apply COPE—construction, occupancy, protection, exposure—to gauge fire and natural

peril loss potential. Liability and comp underwriters map operations to class codes; payroll and revenue splits

must match audit reality. Experience rating, where allowed, compares your comp losses to peers once premium

volume earns credibility.

Hard markets versus soft markets

In soft markets, capacity is abundant and underwriters compete on price. In hard markets, rates rise, deductibles

jump, endorsements tighten, and non-renewals hit distressed classes. Liability lines feel social inflation and

nuclear verdict pressure in excess pricing; property in cat corridors feels reinsurance cost and tighter modeling.

For cycle behavior in 2026, see hard market vs soft market.

Pricing and program design
Premium is not a single quoted number—it is expected loss plus expense and profit, adjusted for your limits,

deductibles, territory, class mix, fleet, property values, and claims.

Design steps that survive renewal: set limits to contract requirements and plausible severity; coordinate

deductibles across property, wind, and water damage sublimits; keep additional insured and waiver of

subrogation endorsements issued before work starts; and separate “bank-required minimum” from

“business-ending loss” thresholds.

Mid-market buyers should stress-test umbrella attachment when primary CGL limits erode on defense costs.

Cyber and professional lines belong in the conversation when you store customer data, hire at scale, or provide

design or advice for a fee—even if no certificate asks yet.

Claims handling for businesses
Treat first notice as operational. Secure the scene, protect people, photograph damage, collect witness

information, and notify the carrier or broker within policy time frames. Late notice can jeopardize coverage

even on otherwise clear losses.

Business income claims require organized proof of continuing expenses, lost revenue, and extra expense

defined in the form. Liability claims require cooperation without volunteering coverage arguments in the field.

Document every adjuster scope in writing; dispute causation and valuation with policy citations, not ad hoc

debate.

For reserves, subrogation, and third-party coordination, use the claims management guide.

2026 market realities

Social inflation and liability capacity

Large jury awards and third-party litigation funding continue to stress primary and excess carriers. Expect

higher umbrella pricing, tighter aggregates, and venue-sensitive underwriting on construction, habitational, and

transportation risks. Venue choice and anti-stacking rules in contracts matter as much as premium.

Catastrophe-exposed property



Risk Coverage Hub — riskcoveragehub.com Page 5

Reinsurance and alternative capital still back most catastrophic property limits. Catastrophe bond issuance

reached roughly $18 billion across 83 transactions in the first half of 2026, with outstanding market size near

$65.6 billion at mid-year—evidence of investor appetite for peak peril, not a guarantee of lower retail rates in

your county.

Commercial property often excludes flood; many owners use FEMA’s National Flood Insurance Program or

private flood where available. Federal disaster programs assist communities after major events—FEMA Region

6 paid out $141.6M in a recent cycle—but they do not replace insured repair of your building and contents.

Wind and hail states continue to use named-storm percentage deductibles and roof age limitations.

Cyber coverage maturing

Stand-alone cyber policies increasingly bundle incident response, ransomware, business interruption, and

network security liability. Underwriters scrutinize multifactor authentication, backups, and patch cadence. War

exclusions, systemic events, and social-engineering sublimits remain negotiation points. AI-driven phishing and

deepfake wire transfers show up in claim files carriers share in bulletins—not in your favor at renewal.

AI in underwriting and compliance

Carriers apply models to submission triage, property imagery, and fraud detection. Through the NAIC and state

departments of insurance, regulators expect insurers to document when automated tools influence declination,

tier, or rate class and to guard against unfair discrimination. Buyers should expect richer data requests and

should not withhold material facts—misrepresentation still voids coverage.

Keeping the program current
Review payroll estimates, new equipment, acquired entities, and certificate language when you sign major

contracts—not only at renewal. Store policies and endorsements where operations staff can reach them after

hours. A certificate without the backing endorsement is a common gap when a loss hits.

FAQ
Is a Business Owner’s Policy enough for my company?

If you meet carrier eligibility rules and your exposures fit the BOP’s simplified property and liability forms, a

BOP can be enough for a stable, single-location service or retail operation. You outgrow it when you add

locations, heavy manufacturing, high limits, auto fleets, professional errors-and-omissions exposures, or

contract requirements the BOP cannot endorse. Then move to CPP monoline parts and specialty policies.

How much general liability limit should we carry?

Match limits to contracts you must sign and to plausible third-party severity in your operations. A $1 million

per-occurrence / $2 million aggregate CGL is a common floor; many construction and habitational contracts

demand higher occurrences and umbrella layers. If your work concentrates in venues known for large awards,

primary and umbrella limits deserve joint review, not incremental bumps at renewal.

What do underwriters need at renewal besides the application?

Current loss runs from every carrier you used in the lookback period, updated schedules of values, vehicle and

driver lists, payroll and revenue by class, COPE updates for property, and copies of major contracts showing
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insurance requirements. For larger accounts, financial statements and safety program documentation may apply.

Incomplete submissions slow quotes or produce conditional terms.

Does commercial property insurance cover flood and earthquake?

Standard commercial property forms exclude or sharply limit flood and earthquake unless you buy specific

endorsements or standalone policies. In flood zones, NFIP or private flood may be necessary. Earthquake

capacity varies by region and construction. Assume exclusion until an endorsement is on the declarations page.

Why did our liability premium rise with no new claims?

Market cycle, class-wide loss trends, reinsurance cost, and footprint changes (new states, higher sales, different

operations) can raise premium without a fresh claim on your account. Social inflation affects entire lines, not

only defendants who lost at trial. Compare your renewal to expiring terms—limits, exclusions,

deductibles—not premium alone.

When should we notify the insurer after an incident?

Notify as soon as you know of an occurrence or claim that may trigger coverage—many policies require prompt

notice and cooperation. Delay can affect coverage if the insurer loses investigation opportunity. For third-party

incidents, avoid admitting fault at the scene; exchange information and document, then follow your broker’s

claim intake process.

In Seattle, Workers’ Comp Has One Door — and It Stops at the Water
Source: https://riskcoveragehub.com/seattle-workers-comp-state-fund-waters-edge/ Published: October 19,

2026

Seattle is the largest workers’ compensation market in a state where there is, functionally, no workers’

compensation market. Unless an employer is approved to self-insure, the Washington Department of Labor &

Industries is the carrier — every warehouse on the Duwamish, every contractor in SODO, every tech campus

contractor in South Lake Union buys from the same state fund at rates set in an annual rule. We covered the

2027 proposal — a 4.9% average increase, against an indicated 18.2% — when L&I published it in September.

The comment window is still open — written comments close at 5 p.m. on October 29 — but the calendar

behind it is already fixed. What remains is that calendar, the one boundary where the state fund’s monopoly

genuinely stops, and the work that is actually available to a broker in a one-carrier town.

After October 29, the 2027 rate rule is a calendar, not a comment fight
The sequence from here is fixed: L&I adopts final 2027 rates on November 30, and they take effect January 1,

2027. The argument phase closes on October 29; the arithmetic phase is just getting started. The proposed class

table is published, so a Seattle employer does not have to wait for January to know their number — their risk

class’s actual change, not the 4.9% average, is already on the table, and the spread runs from roughly 4% for

professional classes to 15% for firefighter and law-enforcement classes.

Two Seattle conversations should happen before the first 2027 payroll. The first is the classification audit: in a

per-hour system with no competing quote, the risk class is the premium, and a crew classified by the work it

occasionally does rather than the work it mostly does is a self-inflicted increase. The second is the

payroll-window conversation. Washington is the only state where employees pay a significant share of
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workers’ comp premium — about a quarter of it, deducted from paychecks. When the rate rises, part of the

increase arrives in your people’s pay stubs, and the employer who explains it in December owns that

conversation instead of reacting to it in January.

Where the State Fund ends: the water’s edge
Drive ten minutes from downtown and the monopoly ends at the shoreline. L&I says it plainly on its own

maritime page: workers in maritime occupations on or over navigable waterways may be covered by the federal

Longshore and Harbor Workers’ Compensation Act instead of L&I — and L&I does not administer that plan.

The U.S. Department of Labor does, and its Longshore District Office 14 sits in Seattle, at 300 5th Avenue,

because the jurisdiction fight is a local industry here: the Northwest Seaport Alliance terminals, the shipyards

and repair yards, the harbor construction crews, and the North Pacific fishing fleet that homeports at

Fishermen’s Terminal all work the boundary.

The boundary runs on two tests. Status: is the worker engaged in maritime employment — loading, unloading,

repairing, building vessels, harbor work? Situs: did the exposure occur on navigable waters or an adjoining area

— a pier, wharf, dry dock, terminal, or shipyard? Meet both, and the claim belongs to the federal system, with

its own benefit schedule, its own reporting deadlines, and its own penalties: the Act backs the duty to secure

coverage with fines of up to $10,000 and criminal exposure for employers who fail to carry it. Vessel crew

members are outside the Longshore Act entirely — they fall under the Jones Act — and purely clerical staff are

generally outside it too, which is why a single waterfront payroll routinely splits three ways: state fund for the

office, Longshore for the dock, Jones Act for the crew.

For a broker, this is the one place in Washington workers’ comp where placement actually happens. USL&H

coverage is bought from private carriers, priced like insurance rather than set by rule, and frequently missed —

because the employer already “has workers’ comp” through L&I and nobody told them the state’s policy stops

where their work starts. The stevedoring contractor, the marine electrician, the ship-repair shop: their State

Fund account is real, and it does not answer the claim that arrives from the water side of the yard.

The only other door is self-insurance, and it is a door you build
The single exception to the State Fund is self-insurance, and it is not a product anyone sells. L&I must approve

the employer; the employer posts security, administers its own claims, and pays benefits directly under L&I’s

rules, audits, and penalty structure. It fits large, financially deep employers with stable workforces and the

administrative spine to run a claims operation — a description that covers a short list of Washington employers

and almost none of the Seattle metro’s small and mid-sized shops. For everyone else, the State Fund is not the

default option. It is the market, which is why the state’s other monopolistic-fund mechanics — the experience

factor, the claim-free discount, retrospective rating — carry the weight they do here. Our earlier piece on the

monopolistic state funds (North Dakota, Ohio, Washington, Wyoming) lays out why these systems behave the

way they do; the 2027 rate piece walks the levers one by one.

So the broker’s job in Seattle is not shopping
There is no competing quote to collect, and pretending otherwise wastes the client’s one real asset: the levers

inside the system. Classification accuracy, because the class is the tide the bill floats on. Experience-factor

management, because the factor moves with compensable claims and is capped at 25% movement a year — a
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bad year is a three-year bill. Retrospective rating, because a group retro plan through an association is the only

mechanism that hands premium back, and the only one that can bill more when claims run hot. Stay at Work,

because reimbursed light duty keeps claims from compounding. And on the waterfront, the USL&H placement

the State Fund cannot make for you.

That is a smaller job than placing coverage in a competitive state, and a more durable one. In Seattle, the broker

who knows where the state fund ends — at the water, at the self-insurance threshold, at the edge of the risk

class table — is the broker holding the map everyone else is guessing at. January 1 is when the new rates land.

The map work happens before it.

Sources: Washington Department of Labor & Industries, “Proposed 2027 workers’ comp rates” notice and FAQ

(Lni.wa.gov/2027Rates) and news release 26-15, September 22, 2026; L&I, “Maritime — coverage for

longshore and harbor workers” (employer guidance); U.S. Department of Labor, OWCP Division of Longshore

and Harbor Workers’ Compensation (District Office 14, Seattle); Longshore and Harbor Workers’

Compensation Act, 33 U.S.C. §§ 901–950 (status and situs tests; § 938 penalties); L&I self-insurance program

pages. Related on Risk Coverage Hub: “Washington Wants 4.9% More for Workers’ Comp in 2027 — What

Should an Employer Weigh Before the October 29 Comment Deadline?” and “Monopolistic State Workers’

Comp Funds: North Dakota, Ohio, Washington, Wyoming.”

Washington Wants 4.9% More for Workers’ Comp in 2027 — What Should an
Employer Weigh Before the October 29 Comment Deadline?
Source: https://riskcoveragehub.com/washington-workers-comp-rate-increase-2027-comment-deadline/

Published: October 17, 2026

Washington’s Department of Labor & Industries (L&I) has proposed raising the average hourly workers’

compensation rate by 4.9% for 2027. The proposal is not final: written comments close at 5 p.m. on Thursday,

October 29, 2026, final rates are adopted November 30, and whatever gets adopted takes effect January 1, 2027.

Between now and the deadline, the only move an employer has is to understand what the number means for

their own account — and say something specific while the record is still open.

L&I’s State Fund is not one carrier among many. Unless your company is approved to self-insure, L&I is your

workers’ comp carrier — there is no competing quote to collect. That makes this annual rate rule the one

negotiation you actually get.

What does the 4.9% actually mean for your bill?
The 4.9% is a statewide average, not your number. L&I translates it to about $1.44 a week per full-time

employee, or roughly $75 a year, before retrospective-rating refunds. The spread underneath the average is

wide: under the proposal, 311 of Washington’s 326 risk classes would see higher base rates in 2027, per L&I’s

rate notice. Your bill moves with your risk class first and your own claims history second — the average is just

the weather report for the whole state.

Your rate is built from two parts you can look up. The first is your risk classification — a pooled rate reflecting

the claim costs of everyone doing your kind of work. L&I’s proposed table shows how far apart classes land:

increases run from about 4% for professional and clerical classes to 15% for firefighter and law-enforcement

classes. The second part is your experience factor, which adjusts the experience-rated portion of your premium
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based on your own claims history; it cannot move more than 25% in a year under Washington’s rating rules,

and the statewide average factor in L&I’s rate math is 0.91. A clean record does not exempt you from a class

increase — if your industry’s claims got more expensive, your base rate rises even if your shop ran spotless.

The class rate is the tide; the experience factor is the part of the bill with your name on it.

Your crew pays part of this too. Washington is the only state where workers pay a significant share of the

premium — about a quarter of it, on average, comes out of employee paychecks, while employers pay roughly

75%. The premium is four charges stacked together (accident, medical aid, supplemental pension, and Stay at

Work); employers pay the entire accident portion, and the other three split evenly with the worker. When the

rate goes up, part of the conversation happens at your payroll window, not just in your budget.

Why does L&I say it needs the money?
L&I’s stated reason is cost pressure it does not control: “The cost of providing workers’ compensation coverage

continues to go up as wages and medical costs increase,” Director Joel Sacks said in the agency’s

announcement. L&I benchmarks rates to the state average wage because wage-replacement benefits are tied to

earnings — when wages rise, the benefits owed on each lost-time claim rise with them, and pricier medical care

makes every claim cost more to close.

Washington’s structure makes that pressure land on rates directly. Most states charge workers’ comp as a

percentage of payroll, so rising wages automatically collect more premium. Washington charges per hour

worked instead: when wages climb, the per-hour rate collects the same dollars it did before, so the only way the

system keeps up is for L&I to raise the rate itself. A wage increase that would quietly fund the system elsewhere

shows up in Washington as a public rate proposal with hearings attached.

Here is the part worth weighing before you comment: 4.9% is the discounted number, not the calculated one.

L&I’s own proposed-and-indicated rate tables put the break-even increase — the rise its actuaries say would

fully cover projected 2027 claim costs — at 18.2%. The agency proposes 4.9% and covers the gap from the

workers’ comp contingency reserve, as it has in recent years. And it is a pattern, not a one-off: L&I’s own rate

history shows average increases of 3.1% in 2022, 4.8% in 2023, 4.9% in 2024, 3.8% in 2025, and 4.9% in 2026

— adopt 2027 as written and that is six straight years of increases, each held below the stated cost of claims and

closed out of savings. The honest argument in the record is not whether costs are rising; it is how much of the

difference should come out of the reserve, and how fast.

How to comment before 5 p.m. on October 29
The deadline is receipt, not postmark: all comments must be received by 5:00 p.m. Pacific on Thursday,
October 29, 2026. Email is the channel that cannot miss:

•  Email: JoAnne.Attwood@Lni.wa.gov (Jo Anne Attwood, administrative regulations analyst)

•  Mail: Jo Anne Attwood, Administrative Regulations Analyst, P.O. Box 41448, Olympia, WA 98504-4148

— mail it days early, because it has to arrive by the deadline, not leave by it

•  In person, Tue Oct. 27, 10 a.m.: L&I Headquarters, Room S119, 7273 Linderson Way SW, Tumwater,

WA 98501

•  Virtual, Wed Oct. 28, 10 a.m.: Zoom meeting ID 548 421 0584, or by phone at 253-215-8782

•  Virtual, Thu Oct. 29, 2 p.m.: same Zoom ID — the last session, three hours before comments close
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Hearings run until everyone who wants to speak has been heard, and oral comments carry the same weight as

written ones. A short, specific comment — your class, your numbers, what the increase does to a business your

size — beats a long general one.

What to check before you comment
Pull your own class rate first. L&I publishes the proposed 2027 rate for every risk classification

(Lni.wa.gov/WorkersCompRates). Look at your class’s actual change, not the 4.9% average — and if your

classification doesn’t match the work your people actually do, raise it with L&I. The class is the biggest single

lever in the premium.

Check your experience factor and what is driving it. Compensable claims — ones with wage replacement or

disability costs attached — are what move it. Knowing which claims sit inside your three-year window, and

which roll off next year, tells you whether your 2027 problem is the state’s increase or your own history

arriving on schedule. Only one of those is L&I’s doing.

Confirm your Claim-Free Discount if you have earned one. No compensable claims during the three-year

experience period qualifies you for 10% to 40% off the base rate, applied automatically. Automatic is not the

same as guaranteed correct — a clean record with no discount showing is a fixable error worth real money.

Use Stay at Work before you need it. The program reimburses eligible employers 50% of a recovering

worker’s base wages on approved light duty, plus expenses for the tools, training, or clothing the job needs.

L&I credits it with $200 million-plus paid to keep over 66,000 workers on light duty. Every week a claim stays

light-duty instead of lost-time is a week that does not compound inside your experience factor.

Ask whether Retrospective Rating fits. Retro is L&I’s safety incentive program: employers — individually,

or pooled as a group through an association — earn a partial refund when claim costs come in below

expectations. It is not free money; if costs run high, Retro can bill an additional assessment, capped in advance.

With a strong safety program and disciplined claims handling, it is the one mechanism that hands premium

dollars back. Without them, it is a bet against your own record.

Take the free safety help. L&I offers no-fee safety and health consultations, and cites studies showing

employers who get a safety inspection or consultation see 10–30% fewer claims. Fewer claims today is a lower

experience factor in every year of the next rating window. It is the slowest lever on this list — and the only one

that lowers the underlying cost instead of arguing about how it gets divided.

The proposal becomes final on November 30 either way. What the comment window decides is whether the

record includes the view from the employer side of the premium. Check your own numbers first, then say your

piece before 5 p.m. on October 29.

Sources: Washington Department of Labor & Industries, “Proposed 2027 workers’ comp rates” notice and

FAQ (Lni.wa.gov/2027Rates); L&I news release 26-15, Sept. 22, 2026; L&I, “Comparison of Wage Inflation

and L&I Rate Changes Over Time”; L&I, “Proposed & Indicated 2027 Base Rates”; L&I employer pages on

reducing rates, the Claim-Free Discount, the Stay at Work Program, and Retrospective Rating; Association of

Washington Cities summary of the proposed 2027 base rates.

How a Company Settles for $80 Million and Calls It Not Material
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Source: https://riskcoveragehub.com/80-million-settlement-not-material-cyber-insurance/ Published: October

17, 2026

On October 16, Conduent told the SEC it had settled the consolidated class action arising from its January 2025

cybersecurity incident. The company will fund $80 million into a non-reversionary settlement fund — an

amount that covers everything: class member recoveries, credit and medical data monitoring, the plaintiffs’

attorneys’ fees, and the cost of administering the settlement itself. If the court approves, the deal releases

Conduent, its affected clients, and those clients’ customers from claims tied to the incident. Conduent admits no

liability.

Then comes the sentence that makes clients call their brokers. The filing notes that the company maintains

cyber insurance and does not expect the settlement to have a material impact on its financial position, results of

operations, or cash flows.

An $80 million settlement that isn’t material. Both halves of that sentence are true, and the machinery that

makes them fit is machinery every broker should be able to walk a client through — because the next version of

this headline may have your client’s name in it.

The headline number is not the check the company writes
The $80 million is a gross figure: the amount that enters the fund. What a settlement costs the insured is a

different number, produced by the structure of its cyber program. A cyber policy’s privacy liability coverage

exists precisely for third-party claims of this kind — settlements, judgments, and the defense costs of getting to

them — subject to the retention the company pays first and the limits the tower provides above it.

So the company’s actual exposure is the retention, plus any amount that exhausts the tower, plus anything the

policy excludes. For a company of Conduent’s scale — it processes data for health insurers and government

programs, with revenue in the billions — the tower is built with an event like this in mind. The filing does not

disclose its retention or limits, and it doesn’t have to. The point for your client conversations is the shape: the

press release reports the fund, the balance sheet feels the remainder.

The expense was booked long before the settlement was signed
The second piece of machinery is accounting timing. When a loss becomes probable and reasonably estimable,

a public company accrues it — the charge lands in the financial statements at that point, not when the settlement

is announced. Conduent’s breach has been moving through its financials for nearly two years: the company

previously disclosed a $25 million charge for notification costs alone, most of it already spent by the end of

2025.

By the time a settlement is signed, much of its earnings impact is history. The announcement converts a liability

that was already on the books into a payment going out the door. That is how a company can report an $80

million settlement in October without it disturbing the quarter: the disturbance was distributed across the

previous eight quarters, in charges most headline readers never saw.

“Material” is a technical word, and it is scoped
The third piece is the word itself. “Material” in an SEC filing is a judgment about significance to the company’s

overall financial picture, made against the whole balance sheet — and in this filing it is carefully scoped to this
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settlement. It is not a claim that the breach was inexpensive. The settlement does not include whatever

regulators may still do; class settlements resolve private claims, and government investigations and penalties

run on their own track. It does not include the forensic, notification, and remediation spending already incurred,

or the client relationships a breach of this scale puts under strain. The incident’s total cost, across two years, is a

much larger number than $80 million. The filing simply doesn’t claim otherwise — it says the settlement, at the

end of the accrual and insurance machinery, does not move the whole picture.

The non-reversionary structure deserves a word too. In a reversionary fund, unclaimed money returns to the

defendant. Here it does not: the full $80 million is committed regardless of how many class members file

claims. Companies accept that structure because finality is what they’re buying — a complete release,

extending in this case to the clients whose members’ data Conduent held. The vendor’s settlement buys peace

for the entire chain, and a non-reversionary fund is part of the price of making that peace stick.

What to walk your client through
When a client forwards you a headline like this one and asks whether their program “does that,” the honest

answer is a walk through four things. Their retention — the amount they pay before the tower responds, sized

against their actual cash position. Their tower height — limits chosen against a realistic worst case, not against

the premium budget; Conduent’s sentence is only available to companies whose limits were set for the event

that actually happened. Defense treatment — whether defense costs sit inside or outside the limits, because in

a class action of any size the legal spend is a material number of its own. And the uninsured remainder — the

regulatory, reputational, and operational costs no settlement release touches, which their balance sheet carries

alone. It is the same conversation as how a submission reads to an underwriter: the structure behind the

paperwork decides the outcome long before the event arrives.

There is a second conversation for clients who hold other people’s data — or hand theirs to someone who does.

This settlement is the good version of vendor risk: the vendor’s insurance program funded a resolution that also

released its clients. The bad version looks identical right up until the vendor’s limits run out. The time to learn

the height of a key vendor’s cyber tower is during diligence, in the contract — not from their SEC filing.

Questions this headline raises
Does cyber insurance actually pay for class action settlements? Yes — third-party privacy liability is a core

coverage in a cyber policy, covering settlements and defense costs for claims arising from a breach, above the

retention and up to the limits. It is the line of the policy this settlement was always going to run through.

Why isn’t an $80 million payment a material event? Because materiality is measured against the whole

company, the expense was largely accrued in earlier periods, and insurance recoveries offset much of the

outlay. The settlement is the last step of a two-year financial process, not a surprise arriving in a single quarter.

What doesn’t the settlement settle? Regulatory investigations and any government penalties, which a private

class settlement cannot release — plus the costs already spent on response and notification, and the commercial

cost of clients reconsidering the relationship. “Not material” describes the settlement, not the breach.

Conduent’s filing is worth keeping in the drawer for the next renewal conversation. Not because your clients

face $80 million claims — because the distance between the headline number and the number a company

actually feels is exactly the distance a well-built cyber program is supposed to create. That distance is the
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product. This is what it looks like when it works.

The Policy Check Was the E&O Front Line. Now It’s an Agent’s Job.
Source: https://riskcoveragehub.com/policy-check-agent-eo-front-line/ Published: October 16, 2026

Every agency knows the ritual. A policy comes back from the carrier, and someone on the servicing team sits

down with the issued document on one side and the proposal on the other, comparing them line by line —

coverage, limits, deductibles, endorsements — hunting for the place where what was issued is not what was

sold. It is slow, it is repetitive, and it is one of the most consequential hours in the building, because the

discrepancy nobody catches in that chair tends to surface later, after a loss, in a dispute about who owes what.

This week that chair got an occupant of a different kind. Vertafore has made its Velocity Policy Check Agent

generally available in AMS360, alongside a Policy Intake Agent that reads policy documents into the agency

management system. The Check Agent compares the carrier-issued policy against the agency’s records and

source documents, highlights discrepancies, and suggests corrections. A human reviews and approves before

anything changes; the system creates suspenses where follow-up is required and logs the review.

What the numbers claim, and what they are
Vertafore reports that in early trials the Check Agent reduced policy-checking time by up to 90 percent per line

of business, and the Intake Agent cut the work of building and reviewing a standard commercial property and

general liability package by up to 87 percent. Those are the vendor’s figures, from the vendor’s trials, on

standard packages — the clean end of the book. Agencies running messy, manuscripted, or heavily endorsed

policies should expect less, and should notice that the honest word in both claims is “up to.” But the direction is

not really in dispute: the comparison step is machine-shaped work, and machines now do it inside the system

agencies already run.

Why this is a liability story, not a software story
The policy check is not clerical hygiene. It is the control that stands between an agency and its most classic

errors and omissions claim: the client who was told they had coverage the issued policy does not contain. Errors

and omissions insurance exists for the day that gap is discovered — and as any broker who has lived through

one can tell you, it is usually discovered at the worst possible moment, with a claim already on the table and the

claims-made calendar already running.

An agent that checks every issued policy, instead of a fatigued human sampling a stack at the end of a long day,

changes the odds on that claim in the agency’s favor. It changes something else, too: the record. Every review is

logged. In a dispute, the agency that can produce a documented check of the exact policy at issue is in a

fundamentally different position from the agency testifying that checking was standard practice. The audit trail

is not a byproduct of the tool. Defensively, it may be the most valuable thing the tool produces.

The new weak point has a name: the approval click
Both agents are built so a person approves the machine’s work before it lands. That design is doing two jobs at

once — it keeps a professional in the loop, and it moves the liability to a specific moment: the approval. Which

creates the failure mode agencies should plan for now, while the habit is forming. A reviewer who approves

flags at speed, trusting the agent the way drivers trust a navigation app, quietly recreates the rubber stamp the
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policy check existed to prevent. The tool will keep excellent records of that, too.

So the desk’s read is simple. The checking itself is about to stop being the hard part. The judgment about what

the machine found — and the discipline to actually exercise it — becomes the job. Agencies that train for that

distinction will get the E&O benefit. Agencies that treat the agent as a reason to stop looking will eventually

read their own audit log in a deposition.

Related reading: Errors and omissions insurance · Claims-made vs. occurrence

Builders Risk Insurance: Course-of-Construction Coverage, Who Buys It,
and What Happens When a Loss Hits Mid-Project
Source: https://riskcoveragehub.com/builders-risk-insurance/ Published: October 16, 2026

What builders risk insurance is
Builders risk insurance — also written builder’s risk, and known in the trade as course-of-construction coverage

— is property insurance for a building while it is being built. A structure under construction is property in its

most exposed state: framing open to weather, materials stockpiled on site, systems half-connected, security

improvised. A standard property policy is written for a finished, occupied building, so a separate form covers

the project from groundbreaking to completion. It insures the work itself — the value of what has been installed

and, typically, materials on site and sometimes in transit or in temporary storage — against physical loss from

causes such as fire, theft, vandalism, wind, and water intrusion, subject to the form’s exclusions. Two features

define the mechanics. Coverage is tied to the project’s progress: the insured value grows as work is put in place,

usually reported against the completed value of the project. And the policy ends — at completion, at occupancy,

or at a date the form specifies — which makes its finish line as important as its start. Owners, general

contractors, and sometimes subcontractors are named on the policy, because mid-project, several parties have

money already sunk into the same unfinished building.

Who buys it
The buyer is whoever the construction contract says must — and the contract always says. Typically the

property owner or the general contractor purchases the policy, and the construction agreement assigns the duty,

names who must be insured, and often states that the parties waive claims against each other for losses the

policy covers. Lenders financing the project almost always require it, with the lender’s interest protected,

because the building is the collateral and it is at its most fragile while being built. The readership that feels this

coverage most directly is the one standing downstream of it: trades and restoration firms working in damaged,

half-finished structures. If you build, renovate, or repair buildings, you are either buying builders risk, named

under someone else’s, or — the position to avoid — assuming it exists without having read the contract that

was supposed to say so. Which position you occupy is decided in the contract documents, before anyone

reaches the site.

What it excludes — and where people get surprised
•  It ends. Completion, occupancy, or the policy’s own date — whichever the form specifies — terminates

coverage. Projects routinely drift past their planned dates while the policy does not drift with them; an

extension must be asked for before the finish line, not after a loss.



Risk Coverage Hub — riskcoveragehub.com Page 15

•  Faulty workmanship itself is usually excluded — its consequences are the argument. The cost to redo

defective work is commonly outside the form; damage the defective work causes to other, sound parts of the

project is where claims are fought and often won. Owners expecting the policy to guarantee the quality of

the work are holding the wrong instrument.

•  Soft costs are not automatic. A loss mid-project costs more than lumber: extended interest, re-permitting,

architectural fees, lost rent. Coverage for those delay costs exists but must be specifically included; the base

form insures physical things, not the calendar.

•  The earth frequently sits outside. Earthquake and flood are commonly excluded or require separate

treatment, on projects located precisely where the half-built structure can least afford the exposure.

•  Tools and your own equipment are a different policy. Builders risk insures the project, not the

contractor’s gear; equipment belongs on an inland marine or equipment form, and its absence is usually

discovered in the same hour as the theft.

One scenario, composited
A commercial renovation is three-quarters complete — new systems roughed in, finishes beginning — when an

overnight fire guts two floors. The builders risk policy does the central thing it exists for: it pays to repair and

rebuild the damaged work, returning the project to where it stood the day before the fire, so the owner and

contractor are not litigating over who absorbs a half-built loss. But watch where the real pain lands. The

project’s completion date was extended twice; the policy’s was not, and only a timely broker call keeps the loss

inside the period at all. The rebuild consumes months the form’s base coverage never priced — financing costs

and a delayed opening are claimed, and only partly answered, because soft-cost coverage was never added. And

one subcontractor’s stolen equipment, left on site, is simply not the project’s property to insure. Everyone

recovers something; nobody recovers everything they assumed. The policy performed exactly as written. The

surprises were all in what people believed about it before the fire.

The one question to ask your broker
“Show me, in the construction contract and the policy side by side, who is required to buy this
coverage, who is named on it, when it ends — and whether soft costs are inside or outside.”

Those four answers, read together before groundbreaking, are the whole subject in miniature. Builders risk is

not complicated coverage; it is temporary coverage, and temporary things fail quietly at their edges — the

dates, the named parties, and the costs nobody itemized.

Related reading: The standard fire policy, explained · Isaias by the numbers — how a major insured loss gets

estimated

Professional Indemnity Insurance: What It Is — and Why It Has More Than
One Name
Source: https://riskcoveragehub.com/professional-indemnity-insurance/ Published: October 16, 2026

What professional indemnity insurance is
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Professional indemnity insurance is the coverage that responds when a client claims your professional work

cost them money — an error in advice you gave, a service performed incorrectly, a deadline missed, a

deliverable that failed to do what it was supposed to do. It pays for your defense and for a settlement or

judgment, up to the policy limit, and it concerns financial harm from expertise rather than bodily injury or

physical damage, which live elsewhere in the insurance program. If this description sounds identical to errors

and omissions insurance, that is because it is the same coverage. The two labels describe one instrument, and

the name on the policy says more about who bought it, and where, than about anything inside it. Professionals

waste real time shopping for the second product when they already own the first.

One coverage, several name tags
Insurers did not set out to confuse anyone; the labels grew up separately in different markets and stuck.

•  Professional indemnity is the term of art in the United Kingdom, Australia, and much of the

Commonwealth, and the traditional label for the classic professions — solicitors, architects, surveyors,

accountants, engineers. Professional bodies in those markets often make holding it a condition of practicing.

•  Errors and omissions (E&O) is the dominant American label, especially for agents and brokers,

technology firms, media, and service businesses generally.

•  Professional liability is the umbrella phrase — and trades then put their own name on the same shelf:

physicians buy medical malpractice coverage, lawyers buy lawyers’ professional liability. Different

charters, same machinery: a claims-made policy answering for financial loss caused by professional error.

The name matters in exactly one practical way: contracts and foreign clients may demand the coverage by a

name different from the one on your policy. What a counterparty actually wants then is proof of the coverage, in

the amount and form required — a conversation about your declarations page, not a second purchase.

Who needs it
Anyone whose product is judgment. The logic is simple: a client relies on your expertise, the expertise fails in

some way the client can price, and the claim arrives for that price. The classic professions carry it because their

regulators require it; everyone else carries it because the underlying exposure does not check whether a

regulator is watching. That many buyers meet this coverage first through a client’s contract requirement is a

detail of history, not of risk.

What it excludes — and where people get surprised
•  The naming trap itself. A firm insured under an E&O label can panic when an overseas contract

demands “professional indemnity” — and a firm holding professional indemnity can be told by an American

client to produce “E&O.” Neither request describes a gap; it describes a vocabulary difference, resolvable by

showing the policy.

•  It pays the client’s loss, not your repair bill. Redoing the work correctly is your cost, under any of the

names. Fraud and dishonesty, likewise, fall outside the form; the coverage is built for errors.

•  It shares the claims-made calendar with its American-named twin. The policy in force when the claim is

made responds; work before the retroactive date is outside the policy’s reach; a claim reported after the

period ends can be lost. Professionals who change labels, carriers, or countries mid-career are the ones most

often caught.
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•  Whether you must carry it varies by profession and place. In many jurisdictions a given profession

must hold the coverage to practice at all — a question for your professional body, not something the policy

itself will tell you.

One scenario, composited
A small engineering consultancy wins its first overseas client. The contract requires evidence of “professional

indemnity insurance” before work begins. The firm’s office manager sees no policy by that name in the file —

the firm carries E&O — and spends a week collecting quotes for a second policy it believes it lacks. Its broker

ends the confusion in one phone call: the E&O policy in the file is the very coverage the clause is reaching for;

what the client needs is a certificate confirming the cover, amounts, and territory, not a new purchase. Now the

harder variant: a consultant relocates abroad, buys a fresh policy under the local label, and lets the old one

expire — accepting a new retroactive date in the process. A claim then arrives for work done before the move.

The new policy’s retroactive date excludes it; the old policy is gone. Same coverage, under both names, the

whole way through — the only failure was in the paperwork of the switch, in the dates rather than the

dictionary.

The one question to ask your broker
“A client contract is asking for this coverage under a name my policy doesn’t use — can you
confirm, in writing, that what I hold satisfies what they’re actually requiring?”

And if you ever change carriers, labels, or countries, ask the companion question in the same breath: what

happens to my retroactive date? Between them, those two questions cover nearly every way this coverage

surprises the people who own it.

Related reading: Errors and omissions insurance · Claims-made vs. occurrence

Errors and Omissions Insurance: What E&O Covers, Who Needs It, and
Where It Surprises People
Source: https://riskcoveragehub.com/errors-and-omissions-insurance/ Published: October 16, 2026

What errors and omissions insurance is
Errors and omissions insurance — almost always shortened to E&O — is professional liability coverage for

work that lives in your head and your hands rather than in a product. It responds when a client claims that

something you did, failed to do, or did incorrectly in the course of your professional work cost them money:

advice that was wrong, a service performed badly, a deadline missed, an error buried in a deliverable. When it

responds, the policy pays for your legal defense and for a settlement or judgment against you, up to its limit.

Two boundaries matter. E&O concerns financial harm from professional services; someone getting hurt or

something getting physically damaged belongs to general liability. And most E&O is written claims-made —

the policy in force when the claim arrives is the one that answers, regardless of when the work was done.

Nearly every surprise in this line of insurance traces back to one of those two boundaries.

Who needs E&O insurance
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The cleanest test: people pay you because your judgment is better than theirs, and if your judgment fails, they

lose money. That describes consultants, accountants and bookkeepers, insurance agents and brokers, real estate

professionals, architects, engineers, designers, technology providers, and creative and marketing firms — any

business selling expertise, decisions, or a skilled service. The buyer is rarely careless. The exposure exists

because skilled work is done by humans under time pressure, and because clients experience even honest

disagreements about scope as your error. A large share of first-time E&O buyers purchase because a contract

requires the certificate; the requirement is usually the paperwork noticing a risk that was present from the first

engagement. If your deliverable is a recommendation, a filing, a design, a configuration, or a number someone

else will rely on, the question is not whether a mistake is imaginable. It is who absorbs its cost.

What E&O excludes — and where people get surprised
•  It does not reimburse you for redoing the work. Producing a correct deliverable the second time is your

expense. E&O addresses the client’s claim for the loss your error caused — a different pile of money.

•  Knowing wrongdoing is outside the form. Fraud, dishonesty, and intentional acts are excluded. The

policy is engineered for mistakes, and it withdraws when the conduct was deliberate.

•  The retroactive date cuts off old work. Claims-made coverage reaches back only to the date printed in

the policy. Work from before that date is uninsured, which is why a careless carrier switch — accepting a

fresh retroactive date — can silently strand years of good work.

•  Claims reported late can be lost entirely. A claim must be reported during the policy period or within

the brief window the form grants afterward. A demand that sits unopened through a renewal is the most

preventable coverage failure in the line.

•  Neighboring risks belong to other policies. A breached client database points to cyber coverage; an

employee’s grievance to employment practices liability; a visitor’s fall to general liability. E&O is one

precise instrument, not a general remedy for business trouble.

One scenario, composited
A small bookkeeping firm prepares a retail client’s filings for the year and transposes a figure in one of them.

The error is discovered when the client receives a penalty notice — plus interest — from the tax authority. The

client pays the penalty and then claims against the firm for it and for the accounting cost of straightening out the

year. The firm’s E&O policy does what the line exists to do: it provides a defense, the claim is examined and

negotiated, and it resolves within the limit. The firm’s own hours re-preparing the filing correctly are not

covered; fixing the work was always the firm’s cost. Now hold the facts still and change only the paperwork:

the claim arrives during a year when the firm, trimming expenses in a quiet season, had let the policy lapse and

bought nothing to extend its reporting period. The work was performed while coverage was in place — and no

policy responds, because a claims-made form follows the date of the claim, not the date of the work. Same

error, same client, same loss. The calendar decided it.

The one question to ask your broker
“For work already on my books today, what exactly has to remain in force — and be reported,
and by when — for a claim about that work to be paid if it arrives two years from now?”
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Ask it before you buy, before you switch carriers, and before you let a policy lapse. The answer walks through

your retroactive date, your reporting duties, and what protection to purchase if you close or sell the practice. A

precise answer is what good coverage sounds like.

Related reading: Professional indemnity insurance · Claims-made vs. occurrence

Pay-As-You-Go Workers’ Comp and Payroll Audits: Cash Flow, Certificates,
and Ghost Policies
Source: https://riskcoveragehub.com/pay-as-you-go-workers-comp-payroll-audits/ Published: October 1, 2026

Updated October 6, 2026.

Direct Answer: Traditional workers’ compensation billing starts with an estimated annual payroll: you pay a

deposit and installments based on a projection, then a premium audit reconciles actual wages and subcontractor

payments against what you paid in premium. Pay-as-you-go workers’ comp reports gross payroll by class code

each pay cycle so premium tracks labor as you run it, which tightens cash flow but does not remove the audit.

Uninsured 1099 subcontractors, missing certificates of insurance, and class code errors still drive most audit

surprises.

Workers’ comp should not be a silent line item until the audit invoice lands. Below: estimated billing versus

pay-as-you-go, audit triggers, what auditors test, uninsured subs, ghost policies, and disputes.

How Traditional Estimated Billing Works
Most workers’ comp policies bill on estimated payroll. At binding, you and your agent project wages by class

code for the policy year—field labor, clerical, and owner or officer amounts included or excluded per state

election rules. The carrier applies rates and your experience modification, if any, to set provisional premium.

You pay a deposit, then monthly or quarterly installments that assume the estimate holds for twelve months.

Slow months may mean you prepaid on payroll you never ran; a hiring spike may mean you underpaid because

estimates never moved mid-term. The carrier completes a premium audit after expiration or cancellation,

matching declarations to W-2 registers, 941s, unemployment filings, and 1099 ledgers.

Job mix shifts hurt when estimates stay flat. The estimated payroll and class schedule on your dec page is the

baseline the auditor tests—see how to read insurance policy declarations, insuring agreements, conditions, and

exclusions for how endorsements and conditions attach.

Estimated billing sits inside a wider program. A business owners policy (BOP) may cover office and tools; it

does not replace comp for employees. When you align lines in commercial insurance program design, payroll

reporting habits should match how each policy bills so one line does not drift while comp gets audited.

How Pay-As-You-Go Workers’ Comp Works
Pay-as-you-go links premium to payroll processed each cycle. Each run reports gross wages by class code; the

carrier or a billing intermediary calculates premium on that slice and debits payment—often in the same

workflow as payroll. You are not paying twelve months on January’s guess at December’s headcount; you are

reporting what you already paid people.
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Some carriers connect to payroll platforms; others use premium administrators. Class codes must map

correctly—wrong codes every pay period still fail at audit. Availability varies by carrier and state; confirm

support before binding.

Cash-flow benefit: seasonal contractors see premium drop when crews scale down and rise at mobilization.

Reserve still matters for audit adjustments—subs without COIs, officer inclusion disputes, corrected splits.

Pay-as-you-go shrinks estimate drift; it does not eliminate audit scope.

Fix classification before switching billing. If workers’ compensation classification and experience rating is

already messy—supervisors coded entirely as clerical, field staff on a single “catch-all” code—pay-as-you-go

will collect the wrong premium faster. Clean class assignments and officer elections first.

What Triggers a Premium Audit
Premium audits are contractual, not punitive. Standard policies include an audit clause permitting payroll and

subcontractor review. Common triggers: policy expiration, cancellation or nonrenewal, material mid-term

change in estimated payroll, and occasional random or compliance audits under state or carrier rules.

Depth follows premium size. Small contractors may upload registers and 1099 summaries through a portal.

Larger trade and general contractors should expect requests for general ledger payroll accounts, job cost detail,

subcontractor ledgers, and certificates of insurance for the entire policy period.

Audits are financial, not injury investigations. They do not substitute for claims management when someone is

hurt. The same wage records that fail an audit often weaken a comp claim if you cannot prove earnings history.

One person should own the auditor relationship; missing the response deadline can let the carrier estimate

payroll at your expense under audit provisions—sometimes at high class rates.

What Auditors Look For
Auditors work from bureau manuals—NCCI in many states, independent bureaus elsewhere. They open with

declarations: named insured, FEIN, policy dates, class codes, estimated payroll by code, officer or member

endorsements.

Payroll records. Gross wages in the policy term: registers, 941s, state unemployment reports, general ledger

detail. They watch for cash wages, leasing arrangements, bonuses, and amounts coded away from payroll that

look like wages.

Class codes. Dollars must map to work performed. Split payroll requires documentation when one employee

spans classes. Office staff on field codes, or working supervisors excluded from field rates, draw adjustments.

Repeated miscode can surface on experience mod worksheets tied to the same classification framework.

Officers and owners. State rules govern inclusion of LLC members, officers, and partners, including payroll

caps. Auditors compare ACORD elections and state filings to actual pay. Full-time job-site work paid only as

distributions is a recurring finding.

Subcontractors and 1099s. Payments to subs are not automatically non-payroll because you issued a

1099-NEC. Uninsured subs or missing proof of comp often reclassify to your payroll—sometimes at your

highest-risk code. Certificates are the defense; the next section covers intake.
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1099 Subcontractors and Certificates of Insurance
For every sub who touched your work in the policy period, auditors want proof workers’ comp sat with the sub,

not you. That proof is a certificate of insurance (COI) showing workers’ compensation effective while the sub

was on your jobs.

Without a valid COI, subcontractor dollars often become remuneration under your class codes. Your policy

responds to your statutory employer exposure; the insurer charges premium for labor you directed unless the

sub documented its own comp. The audit balance is usually additional premium, not a labeled penalty.

Collect COIs before work starts. Match legal name on the certificate to payee on checks and 1099s. Track

expirations—a March COI does not cover September work. Where contracts require additional insured or

waiver on general liability, align those requests with your commercial general liability structure; comp COIs are

separate but equally non-negotiable for audit defense.

Subcontract agreements support disputes if a sub misrepresented coverage; they do not replace certificates. A

1099 label does not bind the bureau. When uncertain, require a COI or state-approved exemption filing for the

auditor.

What a Ghost Policy Is
“Ghost policy” is informal talk for workers’ comp written at or near minimum premium with little or no W-2

payroll—policy on paper, empty payroll footprint. Entities use them to satisfy permit, license, or

prequalification proof when they have no employees, or to maintain continuous coverage history when structure

is legitimate and documented.

A ghost policy is not permission to run uninsured labor or shift payroll to a related company without disclosure.

Auditors who see heavy 1099 flow, permits, and bank outflows against minimum reported payroll may combine

entities or reclassify payments. If you have real employees, you need accurate payroll on a real policy—not a

shell.

Who needs one depends on state law and contract language, not jobsite slang. Ghost policies differ from owner

exclusion elections and from “if any” wording on proposals. On audit, dec pages, state filings, and bank-backed

payroll beat nicknames from a phone call.

How to Dispute Audit Findings
Adjustments are not always final. Carriers mis-key data, apply wrong classes, or overlook COIs already on file.

Dispute in three moves: documentation, deadline, escalation.

Documentation. Written point-by-point rebuttal against the audit worksheet. Attach corrected payroll by class,

time-supported splits, missing certificates, officer election forms, and check copies matching COI named

insureds.

Timeline. Dispute windows tie to audit bills or carrier forms. Pay under protest when required to avoid

cancellation; confirm in writing that payment preserves dispute rights.

Escalation. Start with the carrier audit review unit. Request supervisor re-review with the same packet.

Classification disagreements may allow bureau or department of insurance paths in some states; outcomes vary.
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Large balances sometimes justify independent audit consultants familiar with manual rules.

The habit matches other contested insurance processes: evidence, clear ask, know policy conditions. See

disputed insurance claims, public adjusters, appraisal, and bad faith for parallel escalation thinking on property

and liability—build the record, escalate past the first reviewer when the math is wrong.

After a dispute, fix upstream: COI at contract award, class review on hire, mid-term payroll updates if you stay

on estimated billing. If sub compliance fails and a job-site injury becomes a liability matter, confirm primary

limits and umbrella and excess liability stacking match how you actually subcontract.

Estimated billing front-loads guesswork; pay-as-you-go spreads reporting across pay periods; neither removes

audit. Payroll you can prove, subs you can document, and a dispute packet when the worksheet is wrong—that

is how you avoid getting burned.

Frequently Asked Questions
How does pay-as-you-go workers’ comp work?

Pay-as-you-go workers’ comp calculates premium from payroll you process each cycle rather than from a

single annual estimate. Wages are reported by class code after each payroll run—manually or through

integration—and the carrier or billing partner debits premium based on those wages. You still receive a

premium audit, but installments track actual labor cost more closely, which smooths cash flow compared with

paying twelve months on a projection that may be wrong.

Which carriers and payroll companies offer pay-as-you-go?

Offerings change by state and line of business. Some workers’ comp carriers integrate directly with major

payroll platforms; others use premium billing vendors. Your agent can identify carriers that allow

pay-as-you-go in your state and whether your payroll provider supports the required file format or API.

Availability varies by carrier and state, so confirm before binding rather than assuming your current comp

writer participates.

What triggers a workers’ comp premium audit?

Most policies require a premium audit at expiration, cancellation, or nonrenewal. Carriers also audit when

estimated payroll changes materially mid-term or under random/compliance programs. The audit verifies gross

payroll, class codes, officer treatment, and subcontractor payments against policy records. Missing the audit

deadline can let the insurer estimate payroll at your expense under policy audit clauses.

Why do auditors add my 1099 subcontractors to my payroll?

Auditors reclassify subcontractor payments as your payroll when subs cannot prove workers’ compensation

coverage for the policy period—typically with a valid certificate of insurance—or when subs fail state

independent-contractor tests. Without proof the sub carried comp, the insurer treats those dollars as exposure

your policy should have rated. Collecting COIs before work begins and matching payee names to certificates is

the main defense.

What is a ghost policy?
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A ghost policy is informal industry language for a workers’ compensation policy written at or near minimum

premium with little or no reported W-2 payroll, often to satisfy permit, license, or contract proof-of-insurance

requirements when the entity has no regular employees. It is not a substitute for insuring real payroll or

documenting subs. Misusing a minimum-premium policy while paying a de facto workforce creates serious

audit and compliance risk.

How do I dispute workers’ comp audit findings?

Request a written audit worksheet and respond within the carrier’s dispute window with evidence: corrected

payroll by class, missing certificates, officer election forms, and check copies matching COI named insureds.

Pay under protest if needed to preserve coverage while disputing. Escalate to the carrier’s audit review unit; for

classification disagreements, state bureau or department of insurance paths may apply depending on

jurisdiction. Independent audit consultants can help on large balances.

Workers’ Comp Coverage A vs Coverage B: Statutory Benefits and
Employer’s Liability, Explained
Source: https://riskcoveragehub.com/workers-comp-coverage-a-vs-b-employers-liability/ Published: October

1, 2026

Updated October 6, 2026.

Direct Answer: Workers’ compensation Coverage A (Part One) pays statutory benefits—medical care and

wage replacement set by state law—without requiring the employee to prove fault or sue. Coverage B (Part

Two, employer’s liability) pays when the law allows the employee or a third party to bring a lawsuit against the

employer for work-related injury, including defense costs, up to the employer’s liability limits on the policy.

Contractors should read both parts on the proposal: Coverage A is the everyday comp system; Coverage B is

the lawsuit layer that often surprises people after a serious job-site loss.

Every standard workers’ compensation policy in states with a private market binds Part One (Coverage A) and

Part Two (Coverage B, employer’s liability) together. Certificates list one comp number, but limits and triggers

differ. When your proposal says “WC 100/500/100,” that shorthand mixes statutory benefits with lawsuit limits.

For classification, experience rating, and program context, see workers’ compensation insurance, coverage

classification, and experience rating.

What Coverage A Pays
Coverage A is the statutory workers’ compensation benefits section. It pays what state comp law requires for a

covered work injury or disease: medical treatment, wage indemnity (subject to state caps), rehabilitation where

provided, and death or dependency benefits.

The comp trade is exclusive remedy in most situations: the employee receives statutory benefits through the

comp process and cannot also sue the employer for negligence to recover the same economic losses. Fault is

largely irrelevant. Coverage A does not use dollar limits the way liability insurance does; benefits follow statute

and fee schedules. Premium ties to payroll and class codes, not to a medical limit you select on the declarations

page.
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Coverage A responds to claims filed with the state board or commission. The carrier or TPA pays the

emergency room bill and wage replacement check. It is not the line that pays a large civil verdict to a general

contractor in an action-over case. That distinction matters on jobs where subs sit inside someone else’s safety

program and indemnity chain.

What Coverage B Pays
Coverage B is employer’s liability under Part Two of the workers’ compensation policy. It covers the

employer’s legal liability to pay damages because of bodily injury by accident or disease sustained by

employees when the employee or another party is permitted to sue and recover tort damages, or when liability is

not fully satisfied by Coverage A statutory benefits. The practical question is whether exclusive remedy bars the

suit or an exception applies.

Coverage B pays covered damages up to limits and typically includes defense, often inside limits. For

contractors, it matters when a serious injury produces a civil complaint or an upstream party seeks indemnity

after being sued.

Coverage B is not commercial general liability for injuries to non-employees. It focuses on employee injury

liability and tort exceptions in the employer–employee relationship, with per-accident and disease-style limits

on the same policy number as Coverage A. When one event triggers both comp and a lawsuit file, adjusters split

Coverage A from Coverage B; treat employer’s liability notices like GL notices, as outlined in our claims

management guide.

Standard Employer’s Liability Limits
On most voluntary-market policies, default employer’s liability limits on the declarations are three

numbers—commonly 100/500/100:

•  $100,000 each accident for bodily injury by accident

•  $500,000 policy limit for bodily injury by disease

•  $100,000 each employee for bodily injury by disease

Those limits apply to Coverage B only; they do not cap statutory medical and wage benefits under Coverage A.

Limits vary by carrier and state, but this baseline appears on many contractor proposals unless limits were

increased.

Carriers offer voluntary increases—often 500/500/500 or $1 million each accident. General contractors

frequently require higher limits when subs sign broad indemnity flow-downs.

If Coverage B stays at 100/500/100 but your umbrella schedule requires $500,000 each accident employer’s

liability as underlying, you have a tower gap. Read Part Two on the declarations, insuring agreements,

conditions, and exclusions the way you read GL limits—not as boilerplate.

When an Employee Can Sue Anyway
Exclusive remedy is strong but not absolute. Contractors see exceptions in safety-program disputes,

product-related injuries, and contract-driven indemnity chains. These are coverage patterns, not state-specific

legal advice.
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Dual-capacity claims. The employer is sued not only as employer but in another distinct capacity related to the

injury—manufacturer of equipment the employee uses, premises owner, or equipment lessor. The worker may

collect comp benefits and, in some jurisdictions, pursue tort damages against that other capacity. Where dual

capacity is recognized, Coverage B is the usual funding source, subject to exclusions.

Third-party-over and action-over suits. The worker sues a third party—often the general contractor or

owner—and that party seeks indemnity from the employer under contract or negligence theories. Broad

subcontract indemnity can convert a comp-only employee injury into civil exposure on Coverage B. GC

certificate demands for higher Part Two limits track social inflation and large verdict pressure on construction

liability even though Coverage A has no dollar cap.

Intentional acts and gross negligence carve-outs. Many states allow suits or deny comp for intentional harm,

deliberate attacks, or conduct outside the comp bargain. Willful misconduct or “serious and willful” statutes

may preserve a tort remedy or enhanced damages. Mandatory endorsements and exclusions determine whether

Coverage B responds. Allegations of deliberate safety violations appear in complaints early—do not assume

comp ends the discussion.

Longshore, harbor, and federal exposures use separate parts (USL&H, federal comp) with their own liability

sections; confirm declarations if you work near water or on federal sites.

The Monopolistic-State Wrinkle
North Dakota, Ohio, Washington, and Wyoming run monopolistic or largely state-controlled workers’

compensation funds for most employers. You often buy statutory benefits from the state fund or bureau rather

than a private Part One policy. The voluntary-market combined WC form is not written the same way there.

Employer’s liability does not automatically attach to the state fund like Part Two on a standard WC policy

elsewhere. Contractors in those states often need a stop-gap employer’s liability endorsement on general

liability or a separate stop-gap policy to recreate Coverage B–type protection for permitted lawsuits. Without it,

you may have benefits for the employee but no dedicated employer liability limit for action-over or

dual-capacity exposure—visible when a certificate asks for “WC and EL” and an Ohio state fund ID alone does

not satisfy EL.

Multi-state contractors should align state fund coverage, stop-gap endorsements, and voluntary-market policies

so no territory has benefits without a Part Two–style limit. Mixed-state design belongs in commercial insurance

program design conversations with your broker.

How Umbrella and Excess Attach Above Coverage B
Umbrella and excess policies add limits after underlying policies exhaust. Underlying employer’s liability

means Part Two limits—not Coverage A statutory benefits. Schedule workers’ compensation employer’s

liability on the umbrella with limits that match the comp declarations; a $500,000 underlying requirement

paired with 100/500/100 on comp can break maintenance conditions.

Action-over events may implicate GL, auto, and employer’s liability together. Read umbrella and excess

liability insurance, primary limits, and underlying schedules with employer’s liability listed—not only GL and

auto.
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What to Check on Your Proposal
Before you bind a workers’ compensation quote or renewal:

•  Part One states and entities. Every state with payroll and every employing entity should be listed.

•  Part Two limits. Find the three employer’s liability numbers; compare to subcontract indemnity

requirements and umbrella underlying schedules.

•  Increased limits endorsements. Confirm 500/500/500 or $1 million each accident endorsements are on

the quote, not only in email.

•  Monopolistic states. In ND, OH, WA, or WY, locate stop-gap employer’s liability and its limits.

•  USL&H or federal parts. Maritime or federal jobs need the correct coverage part, not a guess on the

certificate.

•  State endorsements. Forms that modify Part Two or action-over coverage should match where you

perform work.

•  Umbrella integration. Underlying comp policy numbers and dates should match the policy carrying Part

Two.

Coverage A is the statutory path most employee injuries take. Coverage B is where contracts and legal

exceptions turn the same injury into a lawsuit. Knowing both keeps you from staring at a renewal proposal

when someone asks why employer’s liability still shows 100/500/100—and you have no answer.

Frequently Asked Questions
What does workers’ comp Coverage A pay?

Coverage A pays statutory workers’ compensation benefits required by state law—typically medical care for

work injuries, a portion of lost wages, vocational rehabilitation where applicable, and death or dependency

benefits. These payments are made on a no-fault basis through the comp system; the employee generally cannot

sue the employer for these same economic losses as a tort claim. Benefits and caps are set by statute and vary

by state.

What does Coverage B (employer’s liability) pay?

Coverage B responds when the employer owes damages because an injured worker is allowed to sue outside the

exclusive remedy of Coverage A. It pays employer liability for bodily injury by accident or disease, including

defense costs within the policy limits. It does not replace Coverage A statutory benefits; it sits alongside them

as Part Two of the workers’ compensation policy.

What are the standard employer’s liability limits?

Most workers’ compensation policies include employer’s liability limits of $100,000 each accident, $500,000

disease policy limit, and $100,000 disease each employee—the familiar 100/500/100 structure shown on

declarations. Carriers often offer optional increases to $500,000/$500,000/$500,000 or $1 million each accident

for contractors facing action-over or dual-capacity exposure. Limits vary by carrier, state, and underwriting.

When can an injured employee sue their employer despite workers’ comp?
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Employees may still sue in situations the exclusive remedy rule does not bar: intentional harm or conduct some

states treat as outside comp; claims where the employer has a separate legal “capacity” beyond employer (dual

capacity); suits brought by a third party that then seeks contribution from the employer (third-party-over or

action-over); and in monopolistic states where a stop-gap endorsement is needed because the state fund does

not include employer’s liability. State law controls each exception.

What are dual-capacity and third-party-over (action-over) suits?

Dual-capacity claims arise when the employer also acts in a non-employer role—such as manufacturer of

equipment the employee uses—and the worker sues in that other capacity. Third-party-over or action-over suits

start when someone the employer’s work brought onto a job site (often a general contractor or project owner) is

sued by the injured worker and then asserts the employer must indemnify them because of a contract or a

negligence theory. Coverage B is where these liabilities often land if they are covered.

How does an umbrella policy attach above employer’s liability?

Commercial umbrella or excess liability typically sits above the employer’s liability limits of Part Two, not

above statutory Coverage A benefits. The umbrella declarations and underlying schedule should list workers’

compensation employer’s liability as an underlying policy; attachment usually follows the exhaustion of

Coverage B limits for covered employer liability claims. Coordination with general liability and auto matters

because action-over claims may implicate multiple parts of the program.

Monopolistic State Workers’ Comp Funds: North Dakota, Ohio, Washington,
Wyoming
Source: https://riskcoveragehub.com/monopolistic-state-workers-comp-funds-nd-oh-wa-wy/ Published:

October 1, 2026

Updated October 6, 2026.

Direct Answer: In four U.S. states—North Dakota, Ohio, Washington, and Wyoming—private workers’

compensation insurance does not exist. Employers buy statutory coverage from the exclusive state fund, report

payroll or hours, and let the state manage claims. Out-of-state contractors who send a crew there generally must

open a fund account and buy private stop-gap employer’s liability, because the fund typically does not include

it.

What monopolistic coverage means
Monopolistic, or exclusive-state-fund, workers’ compensation means there is no private market for the statutory

policy. You cannot shop carriers or place the state on a standard NCCI policy. The state is the only workers’

compensation insurer. Rates, classes, reporting, and claim decisions all come from that fund.

That is a different world from competitive states, where a private policy and classification, payroll, and

experience rating drive premium. Benefits still look familiar—medical care, wage replacement, and death

benefits—but the “carrier” is a government fund. Ohio and Washington let some large employers self-insure

after certification. Self-insurance is not a private policy. North Dakota and Wyoming generally do not offer it.

The four exclusive state funds
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North Dakota — Workforce Safety & Insurance (WSI) is the insurer and the regulator. Employers report

wages through myWSI and must notify WSI before work.

Ohio — Bureau of Workers’ Compensation (BWC) sells most private coverage through the State Insurance

Fund, with estimated premium and an annual true-up. Ohio group-rating is not Washington retro.

Washington — Department of Labor & Industries (L&I) calls the product industrial insurance and bills

“premiums” on worker hours, not payroll dollars. Contractors also register with L&I.

Wyoming — Workers’ Compensation Division requires coverage for extra-hazardous occupations, including

most construction. Other occupations may elect coverage. Anyone who works in Wyoming or hires a Wyoming

resident still registers.

How coverage works day to day
The fund assigns classifications and a rate for each class. You track payroll, hours, or other units by class and

file on the fund’s schedule—quarterly in North Dakota and Washington, and through Ohio’s estimated

premium plus annual true-up. Wyoming uses its own payroll reports after it issues a statement of coverage.

When a worker is hurt, the claim is filed with the fund. The state decides compensability, medical care,

time-loss, and closure. You still report the injury and answer the examiner. Good claims management still

matters, because reserves and lost-time days feed experience rating and, in Washington, retro refunds. Owners

want a fund certificate, not a private ACORD form. If a sub’s account lapses, primes in Ohio, Washington, and

North Dakota can inherit premium or claim exposure.

North Dakota Workforce Safety & Insurance
WSI coverage is mandatory if you hire in North Dakota for North Dakota work, pay 25 percent or more of a

worker’s annual wages for services there, or have 25 percent of gross annual payroll earned on North Dakota

work. Once the account is open, report all North Dakota wages.

Payroll reporting is quarterly in myWSI and due 30 days after the period ends. New accounts are billed on

estimated payroll, then reconciled to actual wages. Construction can be split by operation if you keep separate

payroll. If you do not, WSI assigns the highest class on that job. Out-of-state contractor certificates do not

transfer. Ask every sub for a WSI Certificate of Payment or Verification of Nonemployment. An uninsured

period can leave you responsible for claim costs, noncompliance premium, penalties, and interest.

Ohio Bureau of Workers’ Compensation
Ohio private employers typically pay estimated premium before the July 1 policy year, then file an annual

true-up of actual payroll by August 31. Extra payroll means more premium. Lower payroll produces a credit.

Late true-up can drop group rating and add interest.

BWC covers employees hired to work in Ohio. If an out-of-state employee works 90 consecutive days or fewer,

BWC may treat home-state extraterritorial coverage as controlling. After 90 consecutive days, Ohio generally

takes jurisdiction and those wages become reportable. Ohio residents working in Ohio for an out-of-state

company are reportable from the start. Public owners will ask for a BWC certificate. A prime can be liable if a

sub has no coverage.
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Washington industrial insurance through L&I
Washington is the monopolistic system contractors misunderstand most often. L&I uses “industrial insurance”

and “workers’ compensation” as the same product. You do not buy a policy from an insurer. You open an

industrial insurance account, receive a Workers’ Compensation Rate Notice, and pay premiums each quarter.

Premium is almost always hours-based. You report actual hours in each risk class—overtime counts hour for

hour—and L&I multiplies those hours by a composite rate that stacks the accident fund, medical aid fund, Stay

at Work, and the supplemental pension fund. Vacation, sick leave, and holiday hours are generally not reported.

A quarter with no hours still needs a zero-hour report.

Workers may pay part of the bill. State law lets the employer deduct up to one-half of the medical-aid, Stay at

Work, and supplemental pension rates. The rate notice shows the maximum deduction by class. L&I still bills

the employer for the full premium. Risk classes follow the work you actually do, and L&I applies its own

experience factor. That factor is not an NCCI mod, even though the idea is the same.

Claims are filed with L&I. The worker or medical provider starts the accident report, and L&I pays medical and

time-loss from the State Fund. A written accident-prevention program is mandatory. Construction contractors

also need L&I contractor registration and a Unified Business Identifier. Primes can be charged for a sub’s

unpaid premiums if they cannot show a true independent contractor with an account in good standing.

Retrospective rating and Stay at Work in Washington
Retrospective rating, called retro, is a voluntary L&I incentive on top of standard premiums. Every State Fund

employer still pays those premiums. After the coverage year, L&I recalculates a retro premium from premiums

and actual losses. Low losses can produce a refund. High losses can produce an additional assessment. L&I

adjusts each coverage year three times as claims develop.

You can enroll as an individual or through an association-sponsored group for a one-year coverage period.

Individual enrollment needs a minimum standard-premium total from the prior four quarters and an application

in the month before the period starts. Group enrollment needs association membership, a data-release form, and

an account in good standing. Similar L&I accounts must enroll together. L&I auto-reenrolls members unless

you or the sponsor withdraw in writing.

Contractors join because construction classes are expensive and the group brings claims and safety help the

fund will not staff for you. Construction groups include AGC of Washington, ABC of Western Washington,

BIAW (ROII), Master Builders (GRIP), SMART, and the Southwest Washington Contractors Association. The

association usually hires a third-party administrator to work claims with L&I and push light-duty.

Stay at Work is a separate State Fund incentive. If a provider restricts a worker and you offer an approved

light-duty job, L&I can reimburse 50 percent of basic gross wages for up to 120 days, subject to a dollar cap,

plus limited tools, training, and clothing. You need a provider-approved job description, payroll records, and a

timely My L&I request. Retro groups use it because light duty protects both the refund and the experience

factor.

Wyoming Workers’ Compensation Division
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Wyoming’s exclusive fund covers extra-hazardous employment listed in statute, including construction and

many field trades. Other occupations may elect coverage, but they still register. The Division issues a statement

of coverage and expects you to have it before work starts. Out-of-state employers complete joint registration

and the Out-of-State Employer Questionnaire. The Division may require a premium deposit or surety and will

ask the home-state insurer for experience history. With no usable history, expect a 1.00 mod.

Employer’s liability and stop-gap coverage
A standard private workers’ compensation policy has two parts. Part One pays statutory benefits. Part Two,

employer’s liability, pays when someone sues outside the exclusive remedy—dual-capacity claims,

third-party-over actions, and some family consequential-injury suits. Monopolistic funds provide the Part One

equivalent. They typically omit Part Two.

Stop-gap employer’s liability fills that hole. The funds do not require it, but contractors need it because a

job-site injury can still produce a lawsuit the fund will not defend. If you already have a workers’ compensation

policy for other states, stop-gap is usually endorsed onto that policy. If you operate only in a monopolistic state,

add it to commercial general liability. A business owners policy is not workers’ compensation. Read the

declarations and exclusions to confirm the four states and the limits. The endorsement will not rescue a missing

fund account. Treat the limits as real, given social inflation and nuclear verdicts.

What out-of-state contractors must do
When your crew works a job in North Dakota, Ohio, Washington, or Wyoming, that payroll is generally

reported to the exclusive fund. Other-states insurance is built for competitive jurisdictions. Monopolistic states

are usually left out of Item 3.A and Item 3.C because the carrier cannot write statutory coverage there.

Extraterritorial language may cover a short trip into a competitive state. It does not replace a required fund

account.

Open the account before mobilization. In North Dakota, apply as soon as you have significant contacts or a

local hire. In Ohio, assume BWC coverage for Ohio work. The 90-day rule is a claim-jurisdiction test, not

permission to skip an account on a long project. In Wyoming, register even if coverage might be optional, and

do not start extra-hazardous work without a coverage statement.

Washington is stricter for contractors than for a traveling salesperson. Reciprocal agreements with Idaho,

Montana, Nevada, North Dakota, Oregon, South Dakota, Utah, and Wyoming can let a temporary

non-construction crew stay on home-state coverage if the home insurer will pay Washington claim costs and an

extraterritorial certificate is on file. Montana and Nevada exclude construction. Work that requires Washington

contractor registration, or an electrical or plumbing license, must be reported to L&I. If the home-state insurer

later denies a Washington injury, you can owe unpaid premium, interest, penalties, and 50 to 100 percent of the

claim cost. Put the fund account, stop-gap, and home-state exclusions into commercial insurance program

design when you bid.

Premium audits and penalties in a state fund
State funds audit estimated payroll or hours, reclassify mismatched work, and pick up 1099 labor that fails the

independent-contractor test. The same agency also decides your claims. Underreported units produce additional

premium. Uninsured periods are worse. North Dakota can charge noncompliance premium and hold the
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employer for claim costs. Ohio can lapse coverage, add interest, and remove the account from rating plans after

a late true-up. Washington can assess unpaid premiums, interest, reporting penalties, and a large share of an

uninsured claim, and it can invoice a prime for a sub’s delinquency. Wyoming expects a statement of coverage

before the job starts. Keep class-level hour or payroll logs and sub certificates, file a zero report when idle, and

pay on the fund’s due date.

FAQ
What does “monopolistic” mean in workers’ compensation?

Monopolistic means the state operates an exclusive fund and private carriers cannot sell statutory workers’

compensation there. The state is the only insurer for those benefits. Ohio and Washington allow some large

employers to self-insure after certification, but that is not a private policy.

Which four states are monopolistic?

The four states are North Dakota, Ohio, Washington, and Wyoming. Coverage comes from Workforce Safety &

Insurance, the Ohio Bureau of Workers’ Compensation, Washington L&I, and the Wyoming Workers’

Compensation Division.

How is Washington L&I different from a private carrier?

Washington calls the system industrial insurance and bills premiums on worker hours, not payroll dollars. L&I

assigns risk classes, sets composite rates, and manages claims. Workers may share the medical-aid, Stay at

Work, and supplemental pension portions by payroll deduction, but the employer still owes the full premium.

What is retrospective rating?

It is a voluntary Washington L&I program that recalculates cost after the coverage year using actual losses.

Employers who control claims can earn refunds. Poor results can produce an extra assessment. Contractors

often join association retro groups for shared risk and claims support.

Can I buy employer’s liability in a monopolistic state?

Yes. The state fund typically does not include employer’s liability, so you buy stop-gap coverage from a private

carrier. It is usually added to a general liability policy if you work only in a fund state, or to a workers’

compensation policy that already covers other states.

What must out-of-state contractors do before working there?

Open an account with that state’s fund before crews start, report the job-site payroll or hours, and keep proof of

coverage. Home-state policies usually exclude these four states. Reciprocal rules can apply to short visits, but

construction work in Washington generally must go on an L&I account.

Workers’ Comp Class Codes for Contractors: Premium Impact,
Misclassification, and Audits
Source: https://riskcoveragehub.com/workers-comp-class-codes-contractors-premium-impact/ Published:

October 1, 2026

Updated October 6, 2026.
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Direct Answer: NCCI workers’ compensation class codes assign a manual rate to each $100 of payroll, so the

difference between a carpenter class and an office class is often the largest driver of a contractor’s premium.

The governing classification describes the overall nature of the contracting business; you cannot shop the

cheapest code employee by employee. Codes 8810 and 8742 can sit beside a trade class only when duties,

workplace barriers, and contemporaneous payroll records meet the manual tests, and a premium audit will

reclassify anything that does not.

How class codes turn payroll into premium
On a workers’ compensation proposal, the class-code schedule is the engine of the quote. In NCCI states, and in

most independent-bureau states that use the same architecture, each four-digit code carries a filed rate, or a loss

cost the carrier multiplies by a loss-cost multiplier. Premium for that code is payroll divided by 100, multiplied

by the class rate, then multiplied by the experience modification factor and any other approved debit or credit.

Two contractors with the same total wages can receive very different premiums. Payroll in carpentry or painting

classes buys a high-hazard rate; a supported clerical or outside-sales split applies a much smaller rate to that

slice of wages. The workers’ compensation classification and experience-rating framework rates the employer’s

business, then allows only the splits the basic manual authorizes.

Rates are state-specific, and a carrier’s charged rate is not the same number as an NCCI loss cost. The relative

gap is stable: office and clerical rates are a small fraction of contracting trade rates—often one-twentieth to

one-hundredth of the carpentry or painting rate in the same state. Match the proposal to the declarations,

insuring agreements, conditions, and exclusions, because audit rights live in the conditions.

The contractor codes that move the quote
Code 5403 — Carpentry—NOC. This is the general carpentry class when a more specific carpentry code does

not apply. NCCI scopes typically put commercial buildings, mixed-use work, and multi-unit residential work

above the detached-residence limits here. “NOC” means not otherwise classified. After the carrier’s multiplier,

5403 commonly runs several dollars to well over $10 per $100 of payroll.

Code 5645 — Carpentry—Detached Private Residences. This class covers carpentry on detached private

residences that do not exceed three stories. It is not a discount you may elect because a job is called

“residential.” A townhouse, four-story condo, or commercial fit-out can fall back into 5403. In some states

5645 prices above 5403; treat both as high-severity trade classes.

Code 5474 — Painting NOC & Shop Operations, Drivers. This is the general painting class for ordinary

residential and commercial structures when no more specific painting class applies. Shop operations and drivers

are built into the phraseology, so you usually cannot peel that payroll into a cheaper code. Painting rates sit with

other building-trade classes, far above clerical.

Code 8810 — Clerical Office Employees NOC. This standard exception applies only to employees limited to

clerical office work—records, billing, phones, data entry—in a workstation physically separated from shop,

yard, and job-site hazards by walls, floors, partitions, or another real barrier. Filed clerical rates are typically a

few cents to well under $0.50 per $100 of payroll, a small fraction of 5403 or 5645.

Code 8742 — Salespersons, Collectors or Messengers—Outside. This standard exception is for employees

who sell or collect away from the employer’s premises, not for estimators, superintendents, or owners who also
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work in the field. Outside-sales rates are often still under $1 per $100 of payroll. Job-site sales and estimating

often go to a separate class (commonly Code 8720) with a stricter no-split rule.

The governing classification rule
The system groups employers with similar operations so the rate matches the loss exposure common to that

business. Subject to listed exceptions, it is the business of the employer within a state that is classified, not each

occupation inside the company. The governing classification is the basic classification that best describes that

overall nature of the business—ordinarily the basic class, other than a standard exception, with the greatest

payroll.

That is why you cannot cherry-pick the cheapest code per employee. A bookkeeper who also regularly works

on the job site is not “half 8810.” A lead carpenter who invoices on Friday is not “mostly 5403 with a clerical

credit.” Additional codes attach only where the manual creates a door: standard exceptions, a separately

classifiable construction operation with its own payroll, or a truly separate business.

Construction has a payroll-division rule that is easy to confuse with cherry-picking. Each type of construction

operation may take its own construction class if you keep separate payroll records for that operation. If you do

not, the highest-rated class that applies to the job or location is used for the mixed payroll.

Misclassification, audits, and back-premium
The first common error is coding office staff as field labor. The bookkeeper or receptionist appears in 5403 or

5474 because someone listed them as “employees of a carpentry contractor.” At final audit the auditor may

move that payroll to 8810 if the duty and location tests are met, and you should receive return premium if you

segregated the payroll and documented the office barrier.

The second error is coding field labor as office or sales. A working owner, superintendent, or painter who

“helps in the office” is placed in 8810 or 8742 to cheapen the deposit. Auditors reclassify that payroll to the

governing construction class and bill back-premium equal to the rate difference for the expired term. Uninsured

subcontractors without workers’ compensation certificates are often picked up as your payroll in the governing

class as well.

Back-premium is additional premium due under the policy’s audit condition. Carriers can apply interest if the

bill is ignored. Systematic underreporting can trigger a fraud review, and some states authorize statutory fines.

Reclassified payroll and losses also feed the experience modification factor for three rating years. Disciplined

claims handling does not repair a class schedule that does not match the work. A business owners policy does

not satisfy a workers’ compensation obligation, and CGL class codes are not NCCI class codes.

Dual payroll and standard exceptions
Codes 8810 and 8742 can apply alongside a contracting governing class because they are standard exceptions

not included in the basic construction class unless the phraseology says they are.

For Code 8810, three tests have to hold at once. The governing phraseology must not already include clerical

employees. Duties must stay inside clerical office work. The work must be performed in a space physically

separated from shop, warehouse, yard, and construction-site hazards. Incidental bank or paycheck runs usually

do not destroy the class. Regular job-site visits, crew supervision, physical labor, or “office work” from the
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pickup do.

For Code 8742, the employee must sell or collect away from the employer’s premises. Delivery, traveling

between the contractor’s own jobs to manage work, or measuring a residence to prepare a bid is generally not

8742. If that person also performs construction work or supervises workers at the site, payroll at that site goes to

the construction class.

A contractor who performs 5645 work on one job and 5403 work on another, or carpentry and painting as

separately staffed operations, may divide payroll if the records show wages by job and operation as the work is

performed. Year-end percentages are not separate payroll records. If the split fails, the mixed amount goes to

the highest-rated applicable class at that job or location. An employee who is clerical some days and on the

tools on others does not get a daily 8810 credit.

How to dispute an assigned class code
If the carrier assigned 5403 and you believe the work is 5645, or if an auditor pulled 8810 payroll into the

governing class, treat it as a documented dispute.

Request a carrier classification review in writing. Attach the operations list by job, photographs of the clerical

barrier, duty descriptions, and payroll registers already split by class and job. Ask the audit or underwriting unit

to cite the scope wording and the manual rule they are applying.

In NCCI states, request an NCCI classification inspection. Independent-bureau states, including California and

New York, use their own inspection and appeals units. If they still disagree, file the bureau’s classification

appeal within the published deadline with contracts, certified payroll, and the inspection report. Keep reporting

on the codes in force unless the bureau issues an interim change.

Keep the account consistent. Descriptions on commercial general liability applications, bid documents, and

websites should match the workers’ compensation operations schedule. Underwriters reading those files during

hard and soft market cycles will test the class story against the same facts.

Preparing for the premium audit
Segregate payroll by job and by class as wages are earned. Job-cost carpenter hours on the detached

residence separately from the commercial build-out. If the same crew moves from a 5645 job to a 5403 job in

one week, the time records have to show that move. Year-end summaries do not replace original timekeeping.

Keep certificates of insurance for subcontractors. A sub without evidence of workers’ compensation

coverage is commonly treated as your employee, and the labor—or a bureau-calculated equivalent—is added to

your payroll in the class that describes the sub’s work. Collect certificates before the sub starts. The certificate

shows the sub’s commercial insurance program was in force; it does not transfer your obligation for your own

employees.

Treat overtime the way the state manual treats it. In most NCCI jurisdictions, the overtime premium

increment above straight-time pay can be excluded from the payroll basis if records show that increment

separately. The straight-time equivalent remains payroll. A blended check is usually included in full.

Reconcile W-2 and 941 totals, 1099s, and the job list before the auditor arrives. For 8810, show the office, the

barrier, and duties that exclude site supervision. For 8742, show outside selling or collecting, not estimating or
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running a crew.

FAQ
What is a workers’ compensation class code?

A workers’ compensation class code is a four-digit number published by NCCI or a state rating bureau that

groups employers with similar operations so that a manual rate can be applied to payroll. Premium for each

code is generally calculated as payroll divided by 100, multiplied by that code’s rate, then adjusted by the

experience modification factor.

What is the governing classification?

The governing classification is the basic classification that best describes the overall nature of the employer’s

business in a state. It is ordinarily the basic class—other than a standard exception such as Code 8810 or Code

8742—that carries the greatest payroll. You cannot assign each employee the cheapest available code; the

business is classified first, and only the manual’s exceptions allow additional codes.

Why does Code 8810 versus Code 5403 matter so much?

Code 8810 (Clerical Office Employees NOC) is a low-hazard office class whose filed rate is typically a small

fraction of Code 5403 (Carpentry—NOC). Moving the same payroll from 8810 to 5403, or the reverse, can

change premium by an order of magnitude. That gap is why auditors test whether office staff truly meet the

clerical rules and whether field carpenters were parked in an “office” code.

What are misclassification penalties?

A premium audit that reclassifies payroll usually produces a back-premium bill for the rate difference on that

payroll, often with additional premium for uninsured subcontractors treated as employees. Carriers may add

interest under the policy and state law. Egregious or intentional underreporting can trigger fraud referrals and,

in some states, statutory fines.

How do I dispute an assigned class code?

Start with a written classification review request to the carrier, attaching duty descriptions, photos of the office

barrier, job-cost payroll, and certificates of insurance. In NCCI states you can request an NCCI classification

inspection. If the carrier and NCCI or the independent state bureau still disagree, file the bureau’s classification

appeal within the stated deadline.

What payroll records do dual divisions require?

Dual divisions require contemporaneous records that show each employee’s hours or wages by job, location,

and classification—not a year-end estimate. Time cards, certified payroll, and job-cost ledgers should reconcile

to W-2 wages. Standard exception payroll for Code 8810 and Code 8742 must be limited to employees who

meet the duty and location tests for the entire period charged to those codes. If records cannot support a split,

auditors assign the highest-rated applicable construction class.

Experience Modification Factor: How It Is Calculated and How Contractors
Lower It
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Source: https://riskcoveragehub.com/experience-modification-factor-calculated-lowered-contractors/

Published: October 1, 2026

Updated October 6, 2026.

Direct Answer: Your workers’ compensation experience modification factor—often called the ex-mod or

mod—is a multiplier on your state-approved manual premium that compares your past loss history to employers

with similar payroll and job classifications. A mod of 1.00 means average loss experience; 1.25 means you pay

roughly twenty-five percent more than the average peer, and 0.85 means a fifteen percent credit. The number

comes from a standardized formula (NCCI in most states) that weights frequent small claims heavily, looks

back at a rolling three-year window of paid and reserved losses, and updates annually—so contractors who

control claim frequency, return injured workers safely, and keep reserves accurate can move the mod down

over two to three policy cycles.

General contractors request that decimal because it is a bureau-verified pricing signal. It sits inside workers’

compensation insurance, classification, and experience rating. When you know how the multiplier is built, a

1.25 mod becomes a line item on every bid instead of a renewal surprise.

What the experience modification factor actually is
The experience modification factor adjusts manual workers’ compensation premium for one employer based on

historical loss experience relative to peers. Manual premium is payroll in each classification multiplied by the

filed rate for that class in your state. The mod multiplies that total before insurer discounts, schedule credits,

and taxes.

A mod of 1.00 is the neutral pivot: loss experience in line with actuarial expectation for your size and mix of

work. Mods above 1.00 are debits (premium increases). Mods below 1.00 are credits (premium decreases).

Experience rating applies where state rules require or allow it. Employers below the payroll threshold often stay

at a neutral 1.00; mid-size and large contractors usually carry a calculated mod. Thresholds vary by state and

rating organization.

Who publishes the number. In most states, NCCI calculates mods under the Experience Rating Plan from

insurer unit statistical data. NCCI does not sell insurance. Independent bureaus in states such as California use

parallel concepts. Insurers apply the bureau mod unless state law permits a narrow alternative.

The mod on renewal is effective for the upcoming policy period, computed from carrier data—not negotiated

with your agent. Wrong classes, missing subrogation, or stale reserves distort it until the bureau corrects the

record.

The NCCI formula in plain English
Actuaries compare actual losses to expected losses for your payroll and classifications, then stabilize the

outcome so one catastrophe cannot dominate a modest contractor’s mod. Read the published formula as four

concepts: expected losses, split losses, ballast, and weighting.

Actual losses versus expected losses

Expected losses are what a statistically average employer with your audited payroll in your class codes would

incur over the experience period. Each code carries an expected loss rate per $100 of payroll; multiply, sum,
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and you have expected loss dollars before splitting.

Actual losses are claims that count in experience rating for the same window—generally indemnity and

medical (plus employer liability where applicable), subject to catastrophe rules and single-claim caps. Figures

come from insurer reports: paid loss plus case reserves on open claims.

Equal actual and expected losses, with neutral stabilizers, land near 1.00. The split point, ballast, and weighting

convert any gap into the single multiplier on your proposal.

The split point: primary versus excess losses

Each claim is divided at the split point, a threshold in the rating plan that changes over time. Dollars at or

below the split are primary losses; dollars above are excess losses.

Primary losses drive the mod at full strength against expected primary losses. Excess losses still count but are

discounted—they move the mod more slowly. The split point keeps one severe injury from swinging the factor

as sharply as the first dollars of many smaller claims.

Ballast and weighting: stabilizing small employers

Ballast is added to numerator and denominator so extreme mods regress toward 1.00 when expected losses are

small. Without it, thin payroll plus one bad year could produce an uninsurable mod.

Weighting calibrates how much credibility your own experience earns given expected loss size. Larger

expected totals let your data speak louder; smaller totals lean on ballast and the industry mean. Two contractors

with the same actual-to-expected ratio can therefore receive different mods when payroll scale differs.

A simple numeric illustration (conceptual)

Suppose expected losses total $100,000 for the period (already split into expected primary and excess on a real

worksheet). Actual primary is $90,000 and actual excess is $40,000—round numbers for direction only.

Actual primary below expected primary pulls the mod down; actual primary above expected—common when

several moderate claims each fill the primary layer—pushes it up without any single huge loss. Excess above

expectation nudges upward with less leverage. Ballast adds a stabilizing slice to both sides so the bureau can

publish, say, 0.92 or 1.18 without using one naive ratio. Request the experience rating worksheet from your

agent to see claim-level splits and the final calculation.

Why small claims hurt more than you think
Contractors often fixate on catastrophic injuries. Frequency drives many debits because every claim stacks

primary dollars up to the split point.

Three strain injuries at $15,000 incurred each may load primary losses three times. One $45,000 file hurts, but

the plan often treats multiple moderate files as a controllable pattern rather than a single mishap.

Severity above the split still matters, yet discounted excess means each additional primary dollar bites harder.

Return-to-work that shortens indemnity, or early treatment that avoids escalation, trims primary totals even

when medical trend inflates industry costs.

Inflated reserves on open claims count as actual loss until reduced. Reserve reviews with the carrier are mod

management, not paperwork. Job-site habits—fall protection, housekeeping, fleet standards—cut frequency in
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ways slogans do not. Documenting hazards aligns with property risk assessment and quantifying hazards even

when the immediate goal is workers’ compensation experience.

How long losses follow you
Experience rating uses a rolling three-year period plus a lag year so claims can mature—the window often

ends two years before the mod effective date.

Each calculation drops the oldest year and adds a newer one. Improvement is a three-year project.

A mod effective January 1, 2027 might use policy years 2022–2024 with 2025 in lag—dates follow your

anniversary and state rules. Closing files, subrogation, and correct medical-only coding shorten how long

dollars stay in the window.

How contractors lower the mod
Lowering the mod means lowering actual losses relative to expected losses over the experience period—not

bargaining with the bureau. Safety, claims, and payroll reporting are one system.

Safety programs that actually move the number

Enforced fall rules, pre-task plans, fleet telematics, and substance policies cut frequency and severity. The mod

responds to reported dollars, not binder thickness—fewer or smaller losses on the worksheet are what move the

number.

Return-to-work and transitional duty

Indemnity duration feeds primary loss on partial disability; modified duty within restrictions limits wage

replacement. Confirm state counting rules with your claims professional.

Claim reporting discipline

Late notice worsens outcomes and reserves. Early reporting meets statutory duties and preserves investigation.

Field leaders should know first notice of loss, duty to report, and notice requirements before an injury occurs.

Fighting fraudulent and exaggerated claims

Coordinated statements, independent medical exams, and subrogation against responsible third parties keep

reserves and history accurate.

Premium size and classification accuracy

Misclassified payroll lowers expected losses and makes actual losses look worse—a silent mod penalty. Audit

payroll and split office versus field where permitted. When restructuring coverage, commercial insurance

program design should align class codes with how work is performed.

Owners reviewing subs weigh workers’ compensation experience alongside general liability limits.

Understanding commercial general liability coverage structure does not change the mod, but a tight comp

history pairs with credible overall risk transfer.

What the mod costs on bids
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The mod multiplies manual premium—the piece of workers’ compensation most sensitive to your loss

record—not total revenue. On bids the math is still decisive.

Manual premium at mod 1.00 of $200,000 becomes $200,000 × 1.25 = $250,000 at a 1.25 mod before other

carrier adjustments. That is $50,000 in one year from experience rating alone—margin, bond capacity, or crew

hours you cannot spend elsewhere on a fixed price.

At mod 0.90, the same base is $180,000, saving $20,000 annually versus 1.00—a spread that compounds across

the three-year experience window.

General contractors screen subs by mod because it is standardized and cheap to verify. A 1.30 mod can

disqualify you; a 0.95 mod can win tie-breaks when labor is tight—alongside EMR on public work and limits

on certificates.

Premium breakdowns on proposals tie the worksheet to cash. How to read insurance policy declarations shows

where debits and credits land on the declaration page.

Base rates still move with medical inflation and legal trend—see social inflation and insurance pricing—while

the mod is the lever you control through loss experience.

Insurance policy form filing and state DOI approval describes how filed loss costs become manual

premium—the base the mod multiplies.

FAQ
What is an experience modification factor?

An experience modification factor is a multiplier applied to your workers’ compensation manual premium

based on your historical loss experience compared to employers with similar payroll and job classifications. A

mod of 1.00 indicates average experience; values above 1.00 increase premium (debit), and values below 1.00

decrease premium (credit). In most states the factor is calculated by NCCI or a state rating bureau using

standardized data reported by your insurers.

How does the NCCI experience rating formula work?

The NCCI plan compares actual losses to expected losses for your classifications and payroll over a defined

experience period. Individual claim amounts are split at the split point into primary losses (weighted heavily)

and excess losses (discounted). Ballast and weighting terms stabilize the result so small employers are not

overwhelmed by random volatility. The bureau publishes a single mod factor from that computation, which

insurers apply to manual premium.

Why do small workers’ comp claims raise my mod more than I expect?

Because primary loss dollars—those at or below the split point on each claim—count strongly in the formula,

multiple moderate claims can produce a high mod even without a catastrophe. Frequency stacks primary layers

against expected losses. Excess dollars from large claims still matter but move the mod more slowly. Open

claims with high reserves also count until closed or reduced.

How long do losses affect my experience mod?
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Typically three experience-rated policy years, excluding the most recent year as a lag period so claims can

develop. Each annual recalculation drops the oldest year in the window and adds a newer year. Improvement

therefore usually requires sustained better results across several years, not a single good quarter.

How can a contractor lower its experience modification factor?

Lower actual losses relative to expected losses over the experience period: reduce claim frequency with

enforced safety programs, use return-to-work to limit indemnity, report claims promptly, challenge fraudulent

or inflated claims, recover subrogation, and keep payroll classifications accurate so expected losses are

correctly stated. Correct bureau data errors when they appear on the worksheet.

What does a 1.25 mod vs a 1.00 mod actually cost on a bid?

Multiply your manual workers’ compensation premium by the mod. If manual premium is $200,000, mod 1.00

yields $200,000 before other adjustments; mod 1.25 yields $250,000—a $50,000 annual difference from

experience rating alone. On tight bids that gap equals labor, bond, or profit margin general contractors expect

subs to carry efficiently.

How to Read a Workers’ Comp Proposal: Class Codes, Payroll, Rates, and
Red Flags
Source: https://riskcoveragehub.com/how-to-read-workers-comp-proposal-coverage-structure/ Published:

October 1, 2026

Updated October 6, 2026.

Direct Answer: A workers’ compensation proposal is a premium worksheet, not a policy: it lists the named

insured, classification codes, estimated payroll by class, rates per $100 of payroll, an experience modification

factor when applicable, and the math that produces estimated annual premium plus taxes, fees, and any

schedule credits or dividends. Read it by matching each class code to real job duties, confirming payroll aligns

with audit records, and reconciling rates, ex-mod, and fees against carrier filings and your prior term.

Contractor owners and office managers often paste proposal lines into search or an assistant asking what each

label means. Layouts differ, but bureau math is consistent in most states. This decoder walks a typical quote so

you can judge whether classification is defensible, payroll is realistic, and the premium build-up matches

manual rules. For coverage, classification law, and experience rating context, see workers’ compensation

insurance: coverage, classification, and experience rating.

The anatomy of a workers’ comp proposal
The proposal is a stack of boxes feeding “total estimated premium.” The bound policy later adds insuring

agreements, conditions, and exclusions—the same document layers described in how to read insurance policy

declarations, insuring agreements, conditions, and exclusions. The quote holds numbers tied to manual rules,

not full policy text.

Named insured through payroll basis

Legal name, DBA, address, and term must match the operating entity on licenses and payroll. Each class code

row splits estimated annual payroll—the exposure base, not sales—and attaches a description. Governing
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classification rules pick the principal code at a location; manual definitions, not proposal shorthand, control

audit. Officer and subcontractor assumptions usually sit in footnotes.

Rates per $100 of payroll

Each code shows a rate, typically dollars per $100 of payroll, filed with the state bureau or approved by the

department of insurance unless a signed program deviates. The page should state whether rates are manual,

filed, or net of labeled credits.

Experience modification factor (ex-mod)

Experience-rated accounts show a multiplier such as 0.85 or 1.15 applied to eligible premium after class totals.

Below 1.00 reflects better-than-average loss experience for your size and mix; above 1.00 reflects worse. A

renewal quote with no ex-mod when you had a bureau factor last year is incomplete until the factor loads.

Premium computation subtotal

Labels vary—“manual premium,” “subject premium,” “modified premium,” “standard premium”—but the

sequence is fixed: class premium from payroll and rates, sum, apply ex-mod, apply schedule credits or debits,

premium discount tiers, then taxes and surcharges. “Subject premium” is defined in the FAQ because carriers

attach the label to different subtotals.

Discounts, dividends, and schedule credits

Schedule credits reflect filed underwriter discretion for safety, management, size, and loss trend within caps.

Premium discount is a volume percentage at defined premium breakpoints. Dividends are post-term pool

distributions, not guaranteed premium cuts; treating them as certain savings misstates the quote.

Fees, taxes, and surcharges

State workers’ compensation assessments, subsequent injury funds, safety surcharges, and policy fees sit below

pure loss-cost premium. Unlabeled program or admin fees need a written explanation.

Class codes — what the four digits mean
In most voluntary markets, codes come from the National Council on Compensation Insurance (NCCI) manual

or a state variant. A code names a rate-making category of work—not a license title alone and not a one-off

task. Code 5403 (carpentry NOC) versus 5645 (residential carpentry) shows how split definitions change rate

while the trade looks similar.

NCCI and governing classification. Manual descriptions and footnotes include or exclude activities.

Governing class is the best single description of operation at a location when several codes could fit. Auditors

reassign payroll among codes when job records contradict the quote.

How misclassification happens. Typical errors: payroll parked in a lower-rated code while crews perform

higher-rated work; clerical codes for staff who routinely visit active jobs; supervisors coded as clerical despite

production labor; missing incidental codes for roofing, excavation, or delivery. Misclassification lowers the

proposal while raising audit charges, cancellation risk, and dispute risk on claims tied to undisclosed work.

Keep job descriptions and time records aligned with the codes on the page.
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State exceptions. Monopolistic funds and independent bureaus use local manuals. Familiar four-digit numbers

may follow different rules. Ask which manual and filing support the rates on the page.

Why payroll is the exposure base
Premium scales with payroll because payroll proxies exposure hours and wage severity used in indemnity

benefits. Rates per $100 let underwriters price workforce size without guessing margin. General liability often

uses sales or payroll by class; compare structure in commercial general liability insurance coverage structure.

Per $100 of payroll. Rate $8.50 with payroll $500,000 yields ($500,000 ÷ 100) × $8.50 = $42,500 before

ex-mod.

Auditable payroll and remuneration. Audit compares estimate to actual wages, overtime, bonuses, and

included fringes; officer pay follows election and caps. Understated payroll bills additional premium at audit.

Quotes also assume certificates for insured subs or payroll charges for uninsured sub labor—program design

across lines is covered in commercial insurance program design, CPP, and specialty lines.

How the premium is actually computed
One class, one rate, one payroll, one ex-mod—your real worksheet may list many codes and minimum

premiums.

Step Input Calculation Result

Class premium Code 5437, commercial
carpentry; payroll $800,000;
rate $6.25 / $100

($800,000 ÷ 100) × $6.25 $50,000 manual premium

Experience mod Ex-mod 1.10 $50,000 × 1.10 $55,000 modified premium

Schedule credit 10% on modified $55,000 × (1 0.10) $49,500

Premium discount 5% tier per filing On filing-defined base Varies by state

Surcharges State assessment 2% 2% × eligible premium Added after credits

Confirm which subtotal ex-mod hits. Request the bureau experience worksheet if the factor shifts without a loss

history you recognize.

Discounts, dividends, and schedule credits
Schedule credits and debits must show as labeled percentages within filing caps. Premium discount is a

volume tier on specified premium after ex-mod. Dividends are post-term pool payments unless a filed program

guarantees them; loss severity trends affect pools—see social inflation, nuclear verdicts, and the insurance

pricing spiral in 2026. Package quotes may tie credits to bundled lines; reconcile stand-alone and packaged

options on the same payroll split—business owners policy coverage structure and eligibility.

Red flags in a proposal
Rates materially below filing without a labeled credit or deviation program; missing ex-mod on an

experience-rated renewal; class lines without code numbers; fees with no filing reference; payroll splits that

contradict job cost; silence on audit type and subcontractor certificates; and a total that will not reproduce from

payroll, rate, and ex-mod on a calculator. Align incident reporting with broker workflow—see FNOL, duty to
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report dangerous conditions, and notice requirements.

FAQ
What does each section of a workers’ comp proposal actually mean?

The header identifies the named insured and policy term. Class code rows split estimated payroll by type of

work and attach a rate per $100 of payroll to each row. The experience modification factor adjusts the summed

class premium for prior loss experience when you are experience-rated. Subtotals show manual, modified, and

final premium after schedule credits, premium discount, taxes, and surcharges. Footnotes and remarks define

officer inclusion, subcontractor rules, audit type, and dividend eligibility. Each section is an input to premium

calculation or a disclosure of assumptions that will be verified at audit or bind.

What is the difference between a class code and a rate?

A class code categorizes work for rating purposes and determines which manual rules, exclusions, and

footnotes apply. A rate is the price per $100 of payroll assigned to that code in a state filing for a given carrier

after loss costs, expenses, and profit provisions. The same code can have different rates among carriers filing in

the same state. Changing the code changes both the legal classification of exposure and the rate; changing

carriers may change the rate while the code stays the same.

Why is payroll the exposure base for workers’ comp?

Payroll measures the scale of employee labor exposed to injury and correlates with wage levels used to

calculate indemnity benefits. Workers’ compensation systems price most policies by multiplying filed rates

times payroll divided by 100 because it is verifiable on tax and audit records and scales with hiring. Using

payroll keeps premium aligned with workforce size rather than with revenue that may fluctuate for reasons

unrelated to injury exposure.

Where does the experience modification factor appear on a proposal and how does it change the premium?

It usually appears as a single multiplier—such as 0.92 or 1.08—on a line labeled experience mod, EMR, or

ex-mod, applied after manual premium is summed for experience-rated classes. The proposal shows manual or

standard premium, multiplies by the factor to produce modified premium, then applies credits and surcharges.

A factor above 1.00 increases premium relative to average experience; below 1.00 decreases it. If the line is

blank or 1.00 on a renewal that previously had a bureau factor, confirm the rating worksheet before binding.

What does “subject premium” mean?

Subject premium is the portion of premium that enters a specific calculation step, such as experience rating,

premium discount, or a state surcharge base. On some proposals the label refers to premium after schedule

credits but before ex-mod; on others it means premium after ex-mod and before taxes. Read the proposal

footnotes or ask the broker which subtotal is “subject” for each percentage shown. Reconcile by rebuilding the

calculation: class payroll to manual premium, apply ex-mod to the correct subtotal, then apply each credit or

surcharge to the filing-defined base.

What are the red flags that a workers’ comp proposal is wrong or incomplete?

Rates materially below filed rates with no documented credit program; missing or unchanged ex-mod when

your account is experience-rated; payroll splits that do not match operations or prior audits; class descriptions
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without code numbers; fees without explanation; assumed subcontractor certificates you do not maintain; and

total premium that cannot be reproduced from payroll, rates, and ex-mod on a calculator. Any of these warrant

written correction before bind, because audit and classification corrections will follow the policy term, not the

quote presentation.

Crypto Fraud, Digital Assets, and Deepfake Liability: What Insurance Covers
in 2026
Source: https://riskcoveragehub.com/cryptocurrency-fraud-digital-asset-insurance-deepfake-liability/

Published: October 1, 2026

Updated October 6, 2026.

Direct answer: Theft of cryptocurrency and other digital assets is rarely covered by a standalone cyber policy

alone; recovery usually depends on crime or fidelity forms, specialized custody insurance for held assets, and

explicit social-engineering or funds-transfer fraud endorsements when deepfake voice or video authorizes a

wire. Intellectual property theft sits in a different coverage tower from cyber theft of data or credentials.

Standard cyber, crime, and D&O programs leave predictable gaps—voluntary parting, uninsured custodial

failure, and pure IP misappropriation—unless limits and endorsements are mapped to how assets are actually

held and how payments are authorized.

For how carriers are pricing impersonation and AI-driven fraud alongside cyber limits, see Cyber Insurance

Market Evolution: AI-Driven Threats, Deepfake (2026).

Why digital asset losses split across policy types
Insurers classify most digital losses by the mechanism of harm and the type of property, not by the label on the

asset. Unauthorized access that leads to ransomware or data exfiltration triggers cyber insuring agreements built

for privacy liability, forensics, and business interruption. Theft of private keys, drained exchange accounts, or

fraudulent instructions that cause an employee to send coins or cash to a thief usually routes through crime,

fidelity, or financial institution bonds—or through nothing at all if the form excludes digital currency or treats

the loss as voluntary transfer.

The same incident can produce a denied cyber claim and a contested crime claim depending on whether the

carrier defines the loss as computer fraud or social engineering. Documenting custody arrangements, who holds

keys, and who can authorize outbound transfers is the starting point for any risk assessment that includes digital

assets.

Crime and fidelity: when they respond to crypto theft
Commercial crime policies and fidelity bonds cover employee theft, forgery, and computer fraud that causes

direct loss of money, securities, or other property. Digital assets enter the picture when the insuring agreement

or endorsement expressly includes virtual currency, digital tokens, or property held in electronic form, and

when the loss fits a covered peril rather than an excluded voluntary parting.

Computer fraud and funds transfer fraud

Computer fraud coverage typically requires that an unauthorized party manipulate an insured’s computer

system to cause a transfer. Social engineering coverage, when bought, responds when a thief deceives an
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employee into sending funds without hacking the system. Crypto thefts after phishing or malware that captures

wallet credentials may align with computer fraud if the policy treats the transaction as system-directed; losses

where an employee sends assets to a fraudulent address after a convincing call often fall under social

engineering or fall outside coverage entirely.

Carriers differ on whether stolen cryptocurrency qualifies as money or securities. Some forms schedule digital

assets with sublimits and require proof of ownership, wallet addresses, and blockchain tracing in the proof of

loss. Others exclude virtual currency or cap recovery at a nominal amount. Read the definition section and any

digital asset endorsement on the crime part of your commercial insurance program.

Fidelity and employee dishonesty

Fidelity coverage responds when a covered person steals the insured’s property. If an employee misappropriates

keys or abuses access to a corporate wallet, fidelity may respond subject to discovery periods, retention, and

exclusions for trading or speculative activity. Treasury teams holding crypto need alignment between fidelity,

crime, and any D&O tower so one set of facts does not fall between asset theft and management liability.

Custody insurance for exchanges, funds, and custodians
Organizations that do not self-custody rely on exchanges, qualified custodians, or fund administrators. Custody

insurance—often placed by the custodian—covers specified causes of loss to assets in the custodian’s care,

such as theft or insider abuse, subject to cold versus hot wallet limits, aggregate caps, and exclusions for smart

contract bugs or protocol failure unless specifically bought.

End customers and limited partners should not assume a custodian’s policy names them as insureds or that a

platform loss automatically creates a claim they can file. Contracts may allocate recovery to the custodian’s

insurer with pass-through only by agreement. Corporate treasurers should obtain certificates and clarity on

whether their own crime coverage responds when third-party insurance falls short.

Deepfake social engineering and which endorsements respond
Deepfake-driven fraud uses synthetic voice or video to impersonate an executive, vendor, or counsel and

authorize urgent transfers. Insurers generally classify these losses as impersonation or social engineering, not as

network intrusion under a standard cyber insuring agreement. A cyber policy may offer no coverage, or a low

sublimit for fraudulent instruction, unless a dedicated endorsement is bound and its warranties are met.

Social-engineering endorsements versus cyber forms

Social-engineering fraud endorsements on crime or cyber manuscripts typically cover loss caused by reliance

on fraudulent instructions that appear to come from a trusted source, sometimes including executive

impersonation. They often require dual authorization, callback to a verified number, and thresholds for new

payees. Deepfake-specific language remains uneven in 2026; compare whether the endorsement mentions

synthetic media or voice cloning rather than limiting the medium to email alone.

Cyber policies that advertise funds transfer fraud may share sublimits with phishing or exclude voluntary

transfers after a live conversation. Many programs pair cyber with a crime social-engineering limit rather than

assuming one tower covers system compromise and human deception.

Claims handling for impersonation losses
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These claims turn on authorization records and whether controls matched policy warranties. Preserving

recordings, chat logs, email threads, and bank confirmations from the first hour supports coverage analysis and

law enforcement referral. The FBI Internet Crime Complaint Center at ic3.gov accepts business email

compromise and related fraud reports; carriers still apply policy terms regardless. Align notice and

documentation with claims management practice and expect scrutiny consistent with how carriers evaluate and

adjust financial loss claims.

Intellectual property theft versus cyber theft of data
Stealing source code, trade secrets, product designs, or media IP is not the same insuring problem as stealing

customer PII or deploying ransomware. Cyber policies focus on privacy events, security failures, and response

costs; they typically do not replace an IP enforcement remedy when a competitor obtains CAD files or

unreleased content.

IP insurance towers—media liability, IP infringement defense, and specialty trade secret programs where

available—address different triggers: alleged infringement liability, defense costs, and sometimes loss of

exclusivity or contractual indemnities. A breach that exfiltrates IP may trigger cyber forensics while leaving the

economic harm of copied designs uninsured under cyber unless a separate endorsement addresses trade secret

theft.

Where standard cyber, crime, and D&O policies do not respond
Cyber policies often exclude or severely sublimit criminal fraud, voluntary parting of property, and loss of

digital currency unless endorsed. Crime policies may exclude blockchain protocol failures, depegging, or smart

contract exploits when no theft by a covered person or computer fraud is established. D&O responds to

shareholder and securities claims against directors and officers; it is not a substitute for crime coverage when

treasury loses assets to a third-party scam.

General liability rarely covers pure financial loss from fraud; CGL occurrence-based coverage targets bodily

injury and property damage to third parties, not a company’s own stolen digital assets. Property policies insure

tangible property at scheduled locations; digital assets without explicit scheduling sit outside typical building

and contents forms. Umbrella and excess layers follow underlying insuring agreements; raising cyber limits

does not fill a crime social-engineering hole if the underlying crime form excludes the loss.

War and infrastructure exclusions on cyber forms may affect state-sponsored wallet draining disputes centered

on attribution language. Custodial insolvency or exchange bankruptcy is a credit problem, not a theft claim,

unless policies address failure of a named custodian.

Building a coherent 2026 coverage map
Start with an asset ledger: self-custodied keys, custodian-held assets, treasury workflow for outbound payments,

and IP repositories that would cause material harm if copied. Match each row to crime, fidelity, custody

certificates, cyber, and IP towers. Bind social-engineering or fraudulent instruction limits that reflect the largest

plausible single transfer. Require endorsement language that fits how your organization authorizes wires after

live calls or video conferences.
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At renewal, reconcile fraud endorsement warranties with written payment procedures. Mismatch is a common

basis for reservation of rights. Specialty markets offer digital asset crime extensions and enhanced

impersonation limits with higher retentions; read exclusions on every form in the stack.

Frequently Asked Questions
Does a commercial crime policy cover stolen cryptocurrency?

It can, but only when the policy or a digital asset endorsement defines virtual currency as covered property and

the facts match a covered peril such as employee theft, computer fraud, or a bound social-engineering insuring

agreement. Many standard crime forms exclude cryptocurrency entirely or treat it under a low sublimit.

Voluntary transfers to a fraudster after impersonation are often excluded unless a social-engineering

endorsement responds and policy warranties were followed.

What is digital asset custody insurance?

Custody insurance is coverage typically purchased by exchanges, custodians, or fund administrators to protect

digital assets held on behalf of clients against specified causes of loss, such as theft or insider dishonesty,

subject to wallet-type limits and policy exclusions. End asset owners are not automatically insured unless

contracts and policy structure name them or pass recovery through. Relying on a platform’s marketing claim of

“insured” without reading certificates and limits creates a common gap.

Will a standard cyber policy pay for a deepfake wire transfer?

Often no, or only within a narrow fraud sublimit if one exists. Deepfake-enabled transfers are usually treated as

social engineering or fraudulent instruction rather than network security failure. Meaningful coverage generally

requires a crime or cyber social-engineering or funds-transfer fraud endorsement, with out-of-band verification

and dual-control requirements commonly attached as conditions.

How is intellectual property theft different from cyber theft in insurance terms?

Cyber insurance centers on security incidents, privacy obligations, and related response costs when data is

accessed or held for ransom. Intellectual property theft concerns misappropriation of trade secrets, designs,

code, or content and the economic or legal consequences of unauthorized use. Exfiltration of IP may trigger

cyber response costs while leaving the core IP loss uninsured under cyber unless separate IP or trade secret

coverage applies.

What do standard policies typically exclude for digital asset losses?

Common exclusions and gaps include unendorsed virtual currency, voluntary parting with property after

deception, smart contract or protocol failures without traditional theft, custodial insolvency, and pure financial

loss under general liability. Cyber war and infrastructure exclusions may also apply depending on attribution

language. D&O does not replace crime coverage for treasury losses caused by third-party fraud.

How should we structure coverage for crypto and impersonation fraud?

Inventory where assets sit and who can move them, then align crime and fidelity limits with digital asset

endorsements where needed, confirm custodian insurance and contractual pass-through, and bind

social-engineering or fraudulent instruction limits sized to maximum single transfers. Keep cyber for network

and privacy events, add IP coverage for trade secret and media exposures, and verify that excess layers follow
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underlying fraud insuring agreements rather than assuming one cyber tower covers all digital loss.

Cyber Insurance Market Evolution: AI-Driven Threats, Deepfake Fraud, and
Emerging Coverage Models
Source: https://riskcoveragehub.com/cyber-insurance-market-evolution-ai-threats-deepfake-2026/ Published:

April 1, 2026

Updated October 6, 2026.

Direct answer: Global cyber insurance premium is in the mid-teens of billions in 2026—Swiss Re projects

about $16.4 billion for the year, with Munich Re and Gallagher framing growth toward roughly $28–30 billion

by 2030—not the near-$30 billion annual run rate buyers heard during the 2021–2023 hard market. Pricing has

largely flattened outside stressed sectors such as healthcare, but loss severity from ransomware, vendor

cascades, deepfake-enabled social engineering, and autonomous “agentic” attack tooling keeps limits,

retentions, and control warranties under pressure. Buyers should map fraud and AI model failures to explicit

endorsements and tie renewal data to a documented risk assessment and commercial insurance program review.

Cyber insurance defined

Cyber insurance is commercial coverage for digital asset compromise, data breach response, network business

interruption, cyber extortion, and related third-party liability. In 2026, renewals increasingly turn on whether

the insured can demonstrate controls for phishing and impersonation (including synthetic media), vendor and

SaaS dependency, and—where models are in production—documented AI governance in insurance workflows

that match how the organization actually uses automation.

Market size and growth trajectory
After several years of double-digit rate increases, the global cyber market has entered a slower premium growth

phase. Swiss Re estimates full-year 2026 premium at about $16.4 billion, with North America still carrying

roughly two-thirds of volume. Munich Re placed 2025 premium near $15 billion and projects about $28 billion

by 2030. Gallagher’s 2026 outlook similarly describes a 2025 market in the $16–20 billion range, with industry

forecasts clustering around $30–50 billion by 2030 if mid-market and SME penetration improve.

Capacity returned and many accounts renew flat—Gallagher notes healthcare as an exception, where loss

experience still drives single-digit increases.

Drivers that still expand limits include:

Ransomware and extortion: Public-sector, healthcare, and manufacturing remain heavily targeted. Demands

and recovery costs vary widely by sector and backup maturity; carriers continue to cap negotiation and payment

sublimits unless forensic readiness and segmentation are documented.

Regulatory disclosure: The SEC’s cybersecurity disclosure rules (effective 2024) keep material incidents on a

short public timeline for registrants, which reinforces board-level interest in transferable cyber risk—even when

pricing is no longer spiking every renewal.

Supply chain and SaaS concentration: Incidents routed through managed service providers, file-transfer

tools, and identity platforms still produce simultaneous losses across unrelated insureds, which shows up in
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underwriter questionnaires on vendor access and offline backups.

Swiss Re and Munich Re both describe 2026 as a mid-teens-billion-dollar premium year with slower

year-on-year growth than 2017–2022, while Gallagher emphasizes flat pricing for many buyers and

sector-specific exceptions—especially healthcare.

Deepfake fraud and social engineering
Synthetic voice and video have moved from novelty to operational fraud. Well-publicized cases—such as the

2024 Hong Kong deepfake video conference that led to roughly $25 million in fraudulent

transfers—established the pattern: finance teams authorize payments after a believable executive

impersonation. Insurers treat these losses as social engineering or funds transfer fraud unless a cyber form

explicitly covers impersonation.

Where policies still gap

Many cyber policies cap fraud or “voluntary parting with property” at low sublimits, or route coverage through

crime or financial institution bonds. Carriers that market “deepfake response” or enhanced social engineering

endorsements typically require callback procedures, dual authorization, and evidence of training—not just a

higher limit.

Underwriting signals carriers request

•  Out-of-band verification: Known numbers, not numbers supplied on the same email or chat thread;

escalation paths for new payee details.

•  Payment controls: Segregation of duties on wire and ACH changes; thresholds that force secondary

approval.

•  Detection and training: Periodic social engineering exercises and, where used, enterprise controls on

real-time communications.

Agentic AI and attack surface multiplication
Munich Re’s 2026 cyber survey frames autonomous tooling as an accelerant: systems that chain

reconnaissance, exploitation, and lateral movement without waiting for an operator shift change. Security teams

were already drowning in alert volume; agentic workflows increase the speed at which a stolen credential

becomes exfiltration.

Operational impact: Mean time to contain matters more than ever. Mid-market firms without 24/7 response

retainers often miss the window where containment prevents most downstream loss.

Zero-day pressure: Offensive automation shortens the interval between disclosure and mass exploitation.

Patch cadence, emergency change control, and EDR coverage are standard warranty items on new business.

Insurance response: Underwriters tie pricing to continuous scanning results, privileged access management,

and documented incident runbooks. Many policies embed breach coach and forensic panels with hour-one

notification requirements—see claims management discipline for how to preserve coverage triggers.

Emerging coverage: data poisoning and model failure
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Production machine learning introduces failures that look like “bad operations” until forensics proves

tampering or drift. Traditional cyber forms may respond to unauthorized access to training pipelines; they often

silent-fail on bad outputs that never involved a hack.

Data poisoning: Malicious or corrupted training data can skew forecasts, pricing engines, or safety classifiers.

Coverage marketed as AI model contamination or similar endorsements may include forensic data review,

retraining cost, and business interruption during rollback—subject to sublimits and governance warranties.

Model failure and liability: Erroneous or biased outputs can trigger regulatory scrutiny, especially in lending,

hiring, and underwriting. Endorsements described as AI liability may address third-party claims, remediation,

and defense—overlapping with specialty E&O and general liability depending on facts.

Munich Re and Swiss Re both treat AI deployment as a growing insurable exposure, but 2026 forms are

inconsistent—buyers should compare manuscript AI endorsements side by side rather than assuming a standard

cyber insuring agreement picks up model error.

AI-specific endorsements and premium drivers
Lead markets (Chubb, Beazley, AIG, Arch, and others) attach AI-specific schedules or endorsements that

mirror state and NAIC expectations on insurer and insured use of algorithms:

•  Incident response for autonomous tooling: Playbooks that preserve logs of API calls, agent decisions,

and third-party model usage.

•  Bias and fairness testing: Documented testing where models affect consumers or employees, aligned

with state and federal fair-lending and employment rules.

•  Model governance: Training data provenance, versioning, rollback, and human-in-the-loop escalation for

high-impact decisions.

•  Third-party AI supply chain: Security review of embedded APIs and hosted models, not just traditional

SaaS questionnaires.

Operational resilience and program design
Risk managers align cyber limits with continuity time objectives and whether the wider commercial tower

stacks cyber with property and general liability for correlated cyber-physical events—often excluded or

sublimited on standalone cyber forms.

Underwriting standards in 2026
Underwriting is questionnaire-heavy but increasingly evidence-based: MFA on remote access, immutable

backups, endpoint detection, privileged access controls, and patch SLAs for critical vulnerabilities. Prior

breaches still load premium and reduce capacity; repeated incidents can push buyers into surplus lines or

self-insured retentions.

Third-party dependency mapping—every material MSP, identity provider, ERP host, and AI vendor—shows up

in both cyber and enterprise risk management registers. Link control owners to the same register you use for

board reporting so renewals do not contradict internal risk scores.
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Claims and incident response
Notification timing is a coverage hinge: breach coach contact, log preservation, and containment precede PR.

Extortion coverage may include negotiation support, but carriers increasingly require documented backup

restoration attempts before ransom payment.

Regulatory landscape
United States: SEC material incident disclosure, state privacy and breach notification laws, and NAIC model

activity on insurer use of AI in underwriting and claims continue to shape both buyer disclosures and carrier

forms. State departments of insurance expect transparency when algorithms affect rate or claim outcomes—see

regulatory compliance for how insurance-specific obligations layer on top of general corporate compliance.

European Union: NIS2 (in force across member states on staggered timelines) pushes essential and important

entities toward demonstrable security measures and incident reporting; cyber insurance is one transfer

mechanism regulators and supervisors reference, though it is not a universal statutory substitute for controls.

Challenges and market evolution
Coverage gaps: Regulatory fines, unendorsed fraud, war and infrastructure exclusions, and bodily injury

arising from cyber-physical systems remain dispute magnets. Integrate cyber with CGL and property only after

reading each form’s “other insurance” and exclusion language.

Capacity and definition disputes: SME buyers still hit minimum premiums and control bars; vendor outages

and misconfigurations may fall outside the policy’s cyber event definition unless contingent BI or system

failure endorsements are bought.

Frequently Asked Questions
What is driving cyber insurance demand in 2026?

Demand is driven by ransomware and extortion severity, vendor and SaaS concentration, SEC and EU incident

visibility, and AI-amplified fraud and automation risk—while Swiss Re and Munich Re place 2026 global

premium in the mid-teens of billions with slower growth than the 2017–2022 hard market phase.

Does a standard cyber policy cover deepfake wire fraud?

Often no, or only within a low social engineering sublimit. Deepfake-enabled transfers are usually treated as

impersonation or funds transfer fraud; coverage typically requires a crime component or a cyber endorsement

with out-of-band verification and dual-control warranties.

What is agentic AI, and how does it change incident response?

Agentic AI refers to autonomous tooling that chains discovery, exploitation, and lateral movement with

minimal human direction. Insurers expect faster notification, preserved agent and API logs, and containment

within hours—not days—because automated attacks compress the window before exfiltration.

What are data poisoning and model failure endorsements?

They address tampered training data, costly retraining, rollback business interruption, and—in some

forms—third-party harm from bad model outputs. They are manuscript lines in 2026; read sublimits, exclusions
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for “algorithmic error,” and governance warranties alongside standard cyber insuring agreements.

How are underwriters treating AI governance in 2026?

Carriers ask for inventory of production models, third-party AI vendors, bias testing where decisions affect

people, and incident playbooks that include model rollback. Gaps between documented governance and actual

deployment show up as premium load, exclusions, or declined capacity—parallel to NAIC and state scrutiny of

insurers’ own algorithmic systems.

Commercial Insurance Program Design: CPP, Specialty Lines, and Coverage
Gaps
Source: https://riskcoveragehub.com/commercial-insurance-program-design-cpp-specialty-lines/ Published:

March 17, 2026

Updated October 6, 2026.

Direct answer: A complete commercial insurance program stacks a Business Owner’s Policy (BOP) or

Commercial Package Policy (CPP) for property and liability, workers’ compensation, umbrella or excess

liability, and specialty lines where standard forms exclude the exposure. Design starts with an exposure

inventory, maps each loss scenario to a policy form, then stress-tests limits and exclusions so gaps show up

before a claim—not after.

A commercial insurance program is not a single policy. It is a portfolio of policies that collectively address the

organization’s identified risk exposures. For small businesses, a BOP plus workers’ compensation may provide

adequate starting coverage. For mid-market and large commercial accounts, the program typically includes a

CPP covering property, general liability, and auto; a workers’ compensation policy; a commercial umbrella or

excess liability tower; and one or more specialty lines policies covering management liability, cyber,

professional liability, and other exposures that standard commercial forms explicitly exclude. Designing this

program systematically—starting from an inventory of actual exposures and working toward coverage

structures that address each one—produces better outcomes than assembling policies reactively at renewal or

after a loss.

Exposure Inventory Before Policy Names
Program design fails when it starts with “what did we buy last year?” instead of “what can go wrong?” Walk

premises, contracts, payroll, fleet, products, data flows, and balance-sheet dependencies. For each exposure,

note whether standard ISO commercial forms cover it, cover it only with endorsements, or exclude it entirely.

That matrix drives CPP part selection, specialty placements, and tower limits.

Commercial Package Policy (CPP) Structure
The Commercial Package Policy is the ISO framework for assembling multiple commercial coverage parts into

a single policy. A CPP consists of a common policy declarations page, common policy conditions (IL 00 17),

and two or more coverage part declarations and forms selected from the ISO commercial lines portfolio.

Commercial Package Policy (CPP): A modular commercial insurance structure combining two or more ISO

commercial coverage parts under common declarations and conditions. Unlike a BOP (pre-packaged for
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eligible small businesses), the CPP has no eligibility restrictions and can accommodate any combination of

property, liability, auto, crime, inland marine, and other commercial coverage parts needed for the specific

account.

Key CPP coverage parts include Commercial Property (ISO CP 00 10 building and personal property; CP 00 30

business income and extra expense; causes-of-loss forms CP 10 10 Basic, CP 10 20 Broad, or CP 10 30

Special/Open perils); Commercial General Liability (ISO CG 00 01 occurrence or CG 00 02 claims-made);

Commercial Auto (CA 00 01 business auto and related forms); Commercial Crime (CR 00 20—employee theft,

forgery, computer fraud, funds transfer fraud, money and securities); and Commercial Inland Marine

(equipment floaters, contractor’s equipment, installation floater, electronic data processing, accounts receivable,

valuable papers).

The CPP framework allows customization a BOP cannot match: replacement cost valuation with an agreed

value provision (eliminating coinsurance on covered property); business income with extended period of

indemnity; blanket limits across locations; completed operations for contractors; and endorsements tied to how

the business actually operates. Mid-market accounts (roughly $50,000–$500,000 in annual premium) are

typical CPP users; smaller eligible accounts often stay on BOPs; larger accounts may negotiate manuscript

primary forms while still layering excess and specialty lines consistently.

Specialty Lines Outside Standard Commercial Forms
Standard commercial forms (CGL, commercial property, commercial auto, workers’ compensation) contain

explicit exclusions for risks that require standalone specialty policies. The most commercially significant

specialty lines for mid-market accounts:

Professional liability (E&O)

Covers claims alleging financial loss from an error, omission, or negligent act in professional services. The

CGL professional services exclusion removes this from GL; a standalone professional liability policy is

required for any fee-for-service professional work—architects, engineers, IT firms, consultants, real estate

agents, insurance agents and brokers, accountants, and attorneys. Policies are typically claims-made with

retroactive dates; tail or extended reporting period coverage matters when coverage ends or the firm closes.

Management liability (D&O, EPLI, fiduciary)

Directors and Officers liability protects individuals and the entity from wrongful acts in management—investor

misrepresentation, breach of fiduciary duty, oversight failures, antitrust, securities claims. Private companies

see D&O exposure in M&A, shareholder disputes, regulatory investigations, and bankruptcy. Employment

Practices Liability covers discrimination, harassment, wrongful termination, failure to accommodate, and

retaliation—excluded from CGL and the most frequent management-liability claim category for employers of

all sizes. Fiduciary liability covers plan-participant claims alleging ERISA violations in benefits administration.

Cyber liability

First-party coverages include incident response (forensics, legal, notification, credit monitoring), data

restoration, business interruption from system outage, ransomware response, and crisis management.

Third-party coverages include privacy liability, regulatory defense and fines where insurable, and payment card

industry assessments. Underwriting in 2026 still centers on MFA, endpoint detection and response, segmented
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backups, and patch cadence; carriers also scrutinize social-engineering and funds-transfer fraud driven by

AI-generated impersonation—see cyber insurance market evolution: AI-driven threats, deepfake fraud, and

emerging coverage models. Stand-alone cyber policies—not thin BOP endorsements—are appropriate when

customer data, payments, or operational technology matter to revenue.

Commercial crime and ERISA fidelity

Covers dishonest employee acts including theft, embezzlement, computer fraud, and funds transfer fraud. CGL

and standard property forms exclude employee dishonesty; ISO CR 00 20 or equivalent fills the gap. ERISA

§412 fidelity bonding is separately required for employee benefit plans—generally 10% of plan assets, capped

at $500,000 ($1,000,000 if the plan holds employer securities).

Coverage Gaps and Systematic Review
A coverage gap is an exposure with no paying policy, a sublimit too low for realistic loss scenarios, or an

exclusion that removes the peril you actually face. Common mid-market gaps include: flood and earthquake

(standard property exclusions—NFIP or private flood and difference-in-conditions endorsements where

warranted); cyber and social engineering (assumed “covered somewhere” but excluded or capped on GL and

property); hired and non-owned auto when employees use personal vehicles; pollution and mold on older GL

schedules; uninsured/underinsured limits on auto in litigious venues; and management liability absent despite

boards, investors, or growing headcount.

Run gap analysis at least annually and after material changes—new locations, acquisitions, contract templates,

cloud migrations, or capital raises. Compare each exposure line to declarations limits, endorsements, and

exclusions; reconcile umbrella underlying schedules so no primary policy is missing from the tower; verify

workers’ compensation class codes and experience mod inputs with your payroll reality. Record decisions in a

simple coverage matrix owners and risk managers can audit.

Record cat-bond issuance (~$18 billion in 83 deals in the first half of 2026, per Artemis; ~$65.6 billion

outstanding mid-year) does not replace your primary property policy, but it shows where peak peril capital is

flowing. Coastal and convective-storm buyers should still expect tight terms, higher deductibles, and facultative

scrutiny on large schedules.

Coverage Tower Construction
A coverage tower is the layered structure of primary and excess policies that collectively provide total liability

limit for a line. Primary policies (CGL, commercial auto, D&O, professional liability) sit at the base with stated

per-occurrence and aggregate limits. The umbrella or excess liability policy attaches above underlying

primaries and may provide drop-down coverage or self-insured retentions where underlying policies do not

respond. Higher excess layers follow form of the layer below.

Illustrative mid-market sizing: CGL often starts at $1 million per occurrence / $2 million aggregate; umbrella

commonly $5 million–$10 million for typical accounts and $25 million+ where products, premises, or

professional exposure is significant; professional liability often $1 million / $2 million minimum, $5 million+

for larger service organizations; private-company D&O often $2 million–$10 million by revenue, assets, and

outside capital, scaling sharply pre-IPO or public; cyber limits track data volume and revenue—roughly $1

million–$5 million for smaller accounts and $10 million–$25 million for mid-market firms with material data or
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operational technology dependence. Workers’ compensation sits outside the liability tower but belongs in the

same program review because payroll growth and classification errors change total cost of risk.

Frequently Asked Questions
What is a Commercial Package Policy (CPP) and how does it differ from a BOP?

A Commercial Package Policy (CPP) combines two or more ISO commercial coverage parts under one

common declarations and conditions framework—property, general liability, auto, crime, inland marine, and

others—with no BOP-style eligibility cap. A Business Owner’s Policy is a pre-packaged product for eligible

smaller businesses with fixed coverage combinations. Mid-market and larger accounts that outgrow BOP

eligibility or need endorsements BOPs cannot carry should structure on a CPP.

What is management liability insurance and what coverages does it include?

Management liability is a package of lines protecting directors, officers, managers, and often the entity from

claims alleging wrongful management acts. Typical components are Directors and Officers (Side A individual,

Side B company reimbursement, Side C entity securities where applicable), Employment Practices Liability

(discrimination, harassment, wrongful termination, retaliation), and Fiduciary Liability (ERISA benefit plan

administration). These exposures are excluded from standard CGL; any company with a board, outside

investors, or employees should evaluate limits annually.

What does cyber liability insurance cover in 2026?

Cyber policies address first-party costs—forensics, legal, notification, credit monitoring, data restoration,

business interruption, ransomware response, and crisis management—and third-party claims such as privacy

liability, regulatory actions where insurable, and PCI assessments. Carriers expect MFA, EDR, offline or

immutable backups, and documented incident plans; many now underwrite AI-enabled impersonation and

fraudulent payment instruction separately from classic network intrusion. Limits often run $500,000–$5 million

for smaller firms, $5 million–$25 million mid-market, and layered towers above that for enterprises.

How do I find coverage gaps before a loss?

List exposures by location, product, contract, people, and data; map each to a specific policy form and limit;

then read exclusions and endorsements on those forms—not just declarations summaries. Test catastrophic

scenarios (fire plus business income, auto liability in excess of primary, ransomware plus BI, D&O in a

transaction, flood on a leased site). Gaps appear where no form responds, aggregates exhaust, or exclusions

remove the peril. Fix with endorsements, specialty policies, or tower increases, and document the rationale.

When does a commercial account need umbrella or excess liability?

Umbrella or excess liability is appropriate when plausible third-party injury or property damage judgments

could exceed primary CGL or auto limits, when contracts require higher limits, or when products/completed

operations or fleet exposure concentrates severity. Umbrellas also help when underlying policies have

mismatched retentions or brief coverage holes if drop-down provisions apply. Match underlying schedules

exactly—an unlisted primary policy can void excess attachment when you need it most.

Workers Compensation Insurance: Coverage Structure, Classification, and
Experience Rating
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Direct answer: Workers’ compensation is state-mandated coverage that pays statutory medical and

wage-replacement benefits for job-related injuries while limiting most employer tort exposure. Premium equals

payroll divided by 100, multiplied by class-code manual rates, an experience modification factor, and any

state-approved schedule or merit adjustments. Classification accuracy, loss control, and claims handling drive

long-term cost more than shopping rate alone.

Workers’ compensation is the most heavily regulated line of commercial insurance in the United States—a

state-mandated no-fault system that provides defined statutory benefits to employees injured in the course and

scope of employment, in exchange for the employer’s immunity from most tort liability for covered workplace

injuries. Every employer with employees in a state that mandates workers’ compensation (all states except

Texas, where coverage is elective for most private employers) must maintain coverage, participate in an

approved self-insurance program, or qualify as a certified self-insurer. How premiums are built, how class

codes attach to payroll, and how the experience mod translates loss history into premium matter for any owner

or risk manager carrying employee exposure.

Coverage structure: Coverage A and Coverage B
The standard workers’ compensation and employers liability policy (NCCI WC 00 00 00 C in NCCI states) has

two parts. Coverage A (Workers’ Compensation) incorporates the applicable state statute rather than listing

fixed benefit dollars, because legislatures and workers’ compensation boards change benefits over time.

Coverage A includes medical benefits (typically unlimited in most states for reasonable and necessary care),

temporary total and temporary partial disability (often about two-thirds of pre-injury wage subject to state

minimums and maximums), permanent disability under state rating schedules, and death benefits for

dependents after fatal injuries.

Coverage B (Employers Liability) responds when an employee’s injury triggers tort exposure outside the

exclusive remedy—dual-capacity claims (same employer sued as product manufacturer or premises owner),

third-party-over actions (a third party sued by the employee seeks contribution from the employer), and some

consequential bodily injury claims by family members. Standard Coverage B limits of $100,000 each accident /

$500,000 policy limit / $100,000 each employee for disease are often inadequate for commercial accounts with

meaningful payroll. Treat $1,000,000 / $1,000,000 / $1,000,000 as a practical floor for many employers, and

coordinate limits with umbrella and excess liability where the primary employers liability limit is still the

attachment point. Reading the split between statutory Part One and tort Part Two is easier once you are

comfortable with declarations, insuring agreements, conditions, and exclusions on any commercial policy.

Definition — Experience modification factor (e-mod)

An actuarial multiplier applied to manual workers’ compensation premium that reflects the employer’s loss

experience relative to expected losses for similar class codes and premium size. Calculated annually by NCCI

or the state rating bureau from unit statistical data. An e-mod of 1.00 is average; below 1.00 is a credit mod;

above 1.00 is a debit mod. Safe operations and disciplined claim management are the levers that move it.
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Classification codes and premium basis
Each employee must be assigned to a class code that reflects actual duties, not job titles. NCCI and independent

bureaus publish hundreds of codes, each with a manual rate per $100 of payroll driven by historical loss costs

for that operation. High-hazard work (roofing, logging, structural iron) can run many dollars per $100 of

payroll; clerical and inside sales classes are often a fraction of a dollar per $100.

Classification and payroll are audited after policy expiration. Understated payroll, wrong codes, or

subcontractor labor misclassified as independent contractors produce additional premium, penalties, and

sometimes fraud referrals. Overestimated payroll yields return premium, but the operational goal is accuracy at

inception: split payroll by class, document duties, and reconcile 1099 versus W-2 exposure with counsel when

contractors perform work that looks like employment.

Where rates come from

In NCCI-managed states, NCCI files loss costs and rating plans for bureau approval. California, New Jersey,

New York, and several other states use independent bureaus or state funds with their own manuals. Market

cycle still matters: in a hard market, underwriters scrutinize loss runs and safety programs; in softer periods,

competition may compress rate but not erase experience mods or audit liability.

Experience modification factor: split points and impact
The experience mod uses three years of policy experience, excluding the most recent policy year, from unit

statistical reports filed by carriers. Expected losses come from manual premium and bureau tables; actual losses

are split per claim into primary and excess layers. Since NCCI’s Experience Rating Plan methodology update

(Item E-1409), split points are state-specific and indexed with annual loss-cost filings—not a single

countrywide dollar threshold. Primary losses below the split point receive full weight in the formula; excess

losses above the split point are ballasted and receive partial weight. That design makes frequency (many

moderate claims) move the mod more than one catastrophic claim of the same total incurred.

NCCI’s updated experience rating worksheet (from late 2024) lists the approved split point for the rating

effective date—use that figure when modeling how an open claim will hit future mods. Small accounts stay

near a 1.00 mod; large accounts track their own loss ratio. Above the experience-rating threshold (commonly

about $10,000 in standard premium in many states), each qualifying claim affects the mod for three years.

Illustration only: at a $20,000 split point, one $50,000 claim splits $20,000 primary and $30,000 excess; three

$10,000 claims put $30,000 entirely in primary and usually hurt the mod more. Model with your broker using

your state’s worksheet value.

Monopolistic funds and Texas
North Dakota, Ohio, Washington, and Wyoming require most employers to obtain workers’ compensation from

the state fund; private carriers do not write standard workers’ compensation there. Statutory benefits are

provided; employers liability is not. Private stop-gap employers liability policies fill the Coverage B gap for

employers that need tort limits. Texas allows most private employers to opt out of workers’ compensation;

non-subscribers lose exclusive-remedy defenses and face employee suits with fewer statutory caps—an entirely

different risk profile that still requires intentional risk financing, not accidental omission.
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Managing workers’ compensation costs
Durable cost control combines engineering and administration: hazard control and training to cut frequency;

immediate injury reporting; early medical direction and return-to-work within physician restrictions; nurse case

management on longer claims; preferred provider or managed care networks where the state allows; and reserve

review so incurred totals reflect reality, not inertia. Late-reported claims still tend to cost more than the same

injury reported promptly—a pattern that shows up in bureau data and in underwriting conversations on

commercial lines underwriting and loss runs.

One poorly managed claim can cost more in mod premium over three years than in indemnity. Align safety,

supervision, and claim handling with the data that feeds experience rating. See Claims Management: The

Complete Professional Guide (2026) and policy analysis for limits, deductibles, and alternative markets. A

business owner’s policy is not workers’ compensation—BOP excludes statutory WC. Plan detail: NCCI

Experience Rating Plan methodology.

Frequently Asked Questions
How is workers’ compensation premium calculated?

Workers’ compensation premium is calculated as (payroll ÷ 100) × classification rate × experience

modification factor × schedule rating, merit rating, and other state-approved adjustments. The classification rate

is the per-$100-of-payroll manual rate for each class code published by NCCI or the state rating bureau. The

experience mod adjusts premium for the employer’s loss history relative to similar employers; below 1.00

credits premium, above 1.00 debits premium.

What is an experience modification factor and how is it calculated?

The experience modification factor (e-mod) compares an employer’s actual workers’ compensation losses to

expected losses for employers with similar class codes and premium size. NCCI or the state bureau uses three

policy years of unit statistical data, excluding the most recent year. Each claim is split into primary losses

(below the state’s split point) and excess losses (above it); primary losses carry more weight, so claim

frequency affects the mod more than a single large severity loss. Credibility increases as premium volume

grows.

What is the difference between workers’ compensation Coverage A and Coverage B?

Coverage A pays statutory workers’ compensation benefits—medical care, disability, rehabilitation, and death

benefits—under the applicable state law, without a dollar limit on those statutory benefits in the standard form.

Coverage B (employers liability) covers common-law employee injury claims that fall outside the exclusive

remedy, such as dual-capacity suits, third-party-over actions, and certain consequential injury claims. Standard

Coverage B limits are often too low for larger employers; many accounts need higher limits and may align

employers liability with umbrella or excess programs.

What are the monopolistic state workers’ compensation funds?

North Dakota, Ohio, Washington, and Wyoming operate monopolistic state funds—the only source of workers’

compensation insurance for most employers in those states. The state fund provides statutory benefits

(Coverage A equivalent) but not employers liability (Coverage B). Employers that need Coverage B buy a

stop-gap employers liability policy from a private carrier. Texas remains elective: most employers may opt out
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of workers’ compensation and face expanded tort exposure if they do.

Why did NCCI change the experience rating split point?

Under NCCI Item E-1409, the uniform countrywide split point was replaced with state-specific split points

indexed with each state’s annual loss-cost filing, effective on rating effective dates tied to filings on or after

November 1, 2023 (later in some January or July filing states). Primary losses below the split point are

weighted more heavily than excess losses above it. Split points now differ by state to reflect different average

claim severities; the value for your mod appears on NCCI’s experience rating worksheet for the applicable

rating effective date.

Related on this hub
Also on Risk Coverage Hub: CGL coverages A, B, and C for general tort liability alongside employers liability,

and property coverage structure when building a full commercial program.


