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KEY COMMERCIAL INSURANCE TERMINOLOGY

The insurance company. (For example: Hartford, Chubb)

Intermediary between the insurance company and your organization.
(For example: Relation, State Farm)

The company or organization. (For example: ABC Hardware Store)

The cost of an insurance policy

What dates the policy is active (Ex: Jan. 1 —Jan 1 or Jan 1 — June 30)

Something the policy specifically says it will NOT cover

A dollar amount your organization pays toward a claim, taken out of the
claim payout by insurer (ex: $100,000 water damage claim with a

$5,000 per claim deductible = $95,000 check by the insurance company to
the organization.)

A dollar amount your organization must pay FIRST before insurance starts
paying on a claim (ex: sexual harassment claim with a $25,000 per claim
retention = insurance starts paying once policyholder has spent$25,000 in
defense costs)

The dollar amount the insurance company will pay for a particular line of
coverage on a given claim, subject to the aggregate limit (ex: a patron slips
& falls and sues a nonprofit for $2,000,000 but the per occurrence limit is
$1,000,000. Insurance pays $1,000,000)

The max dollar amount the insurance company will pay out for a
particular coverage part in a policy period (year). (ex: 3 patrons slip & fall
in the course of a year and sue a nonprofit each for $1,000,000, totaling
$3,000,000. The per occurrence limit is $1,000,000 and the Aggregate
limit is $2,000,000. Insurance stops paying at $2,000,000)

Proof to a 3rd party that your organization carries insurance at the
limits they require.

Granting a 3rd party access to your organization’s insurance — a
common requirement in contracts to be shown on Certificates of
Insurance (COI’s)

An amendment to an insurance policy to change coverage

Losses reported by the organization to the insurance company — can be
covered by insurance or uncovered by insurance depending on
circumstance

Claims dollar amount divided by the amount spent on Premium (ex:
$50,000 of claims / $100,000 spent on insurance = 50% loss ratio).
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