
The  Value  of  Disability
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Companies in Maine and across the country face the challenge of
rewarding  employees  and  this  struggle  rose  to  the  surface
significantly during the pandemic. Striking the balance between
a workable company budget and the satisfaction of the company’s
human capital is critical.

One  of  the  most  affordable  and  valuable  forms  of  financial
protection for employees is disability insurance. Offering a
disability plan emphasizes a company’s commitment to the health
and financial well-being of its workforce, providing employees
with an income when recovering from an accident or an illness.
An  employee  can  recover  peacefully  without  the  burden  of
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worrying where the next paycheck might be and allows them to
place their focus on immediate medical needs.

In addition to being a deductible business expense, this offer
could have an impact on the company’s workers’ compensation
status. Once an employer sponsored disability plan is purchased,
conversations with business insurance and accounting partners
should take place.

Disability insurance is designed as short-term and/or long-term
policies.

The short-term disability benefit is paid weekly. Pricing for
the group plan is determined by the design of the contract and
the group demographics (age, wages, industry). The following are
some plan design considerations:

How many days will the employee be disabled before the
payments begin? One frequent plan design option is the
first  day  following  an  accident  and  the  eighth  day
following an illness. We see these go as high as two
weeks, which would keep the costs exceptionally low, but
could come at the expense of the employee’s satisfaction.
How long will the payments last? Options typically are 13
weeks or 26 weeks.
What percentage of earnings will be replaced? Disability
insurance  does  not  normally  cover  full  replacement.
Insurance  theory  dictates  that  full  replacement  might
encourage malingering – an incentive to remain disabled
and not return to active capacity as soon as they are
able.

Like the short-term disability, long-term disability policies
are priced on the demographics of the company and design of the
plan. The long-term disability benefit is paid monthly rather
than weekly, and the elimination period (the length of time from



the  start  of  the  disability  until  payment  begins)  can  be
dovetailed to start at the end of the short-term disability
benefit. The benefit period may depend on the company size but
should be designed to last a minimum of five years or all the
way to the normal social security retirement age.

A group disability package has the added advantages of group
pricing and are free from medical underwriting, making the plan
simple to establish and administer.

Curious  to  see  how  your  benefits  stack  up  against  other
employers in your industry and community? Principal insurance
has  a  great  benchmarking  tool.
https://www.principal.com/businesses/compare-benefits

Principal Benefit Design Tool | Principal

Building  Partnerships  for
Workplace Safety
Safety in the workplace starts with good information, translated
into good practice. Recently the management staff at the Belfast
Co-Op  joined Sally Miles of Allen Insurance and Financial and
Maureen  Anderson,  an  ergonomist  from  MEMIC,  the  workers’
compensation insurance company, for a safety workshop designed
especially for the Co-op workplace.

They discussed sitting, standing, lifting, carrying, material
handling and posture.  The main theme was the  “Power Zone,”
which is close to the body, between mid-thigh and mid-chest
height − where the arms and back can lift the most with the
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least amount of effort and with a lower risk of injury.

“Preventative measures such as regular safety meetings can make
a real difference for our workers in the long run,”  said Doug
Johnson, co-op general manager.  “We’re pleased Allen Insurance
and  MEMIC  took  the  time  to  introduce  us  to  this  valuable
resource.”

Why  Do  You  Need  Cyber
Insurance?
By Karen Reed
This is another in our series of blog posts for business owners.

WHAT IS CYBER INSURANCE?
A cyber insurance policy can help protect your business from the
fallout from cyberattacks and hacking threats. Having a cyber
insurance policy can help minimize business disruption during
and after a cyber incident, as well as potentially covering the
financial cost of some elements of dealing with the attack and
your recovery from it.

WHO NEEDS CYBER INSURANCE?
If your business stores any form of digital data, you need cyber
insurance. These days, this is nearly every business.

WHAT SORT OF ATTACKS RESULT IN CYBER INSURANCE CLAIMS?
Cyber  insurance  claims  can  be  triggered  by  many  different
incidents.  Most  common  are  ransomware,  fund-transfer  fraud
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attacks and business email compromise scams.

HOW MUCH DOES CYBER INSURANCE COST?
The cost of a cyber insurance policy depends on a number of
different factors including the size of your business and its
annual revenue. Other factors can include the industry in which
you operate, the type of data your business typically deals with
and the overall security of your computer network.

Business Owners: 5 Reasons to
Call Your Insurance Agent
By Patrick Chamberlin

When the best or worst happens, we know your insurance agent is
not  one  of  the  first  people  you  think  of  first.  Even  so,
whatever  change  you  are  facing,  chances  are  it  affects  or
involves your insurance – so when change happens, give your
agent  a call. We’re here to help.

When you have a claim. Please, let your agent know ASAP.1.
You’re contemplating operational changes. Changes in your2.
business offerings may come with a cost (or savings) and
 may also open you up to other exposures which you are
inadequately covered for.
Signing  a  contract?  Call  before,  not  after.  It  is3.
important  that  your  agent  is  not  left  out  of  the
conversation.  Aside  from  your  attorney,  we  should  be
reviewing the insurance language in any and all contracts
you sign.
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If you are frustrated by your insurance costs, give your4.
agent a call. Independent agents work with a range of
insurance carriers. If you have pricing concerns, give us
a call and let us know how you feel!
We are your advocate. Your insurance agent is your voice5.
to your insurance company. Let us get to know you. Calling
just to chat is A-OK.

Building a Boat? You Need Hull
Builder’s Risk Insurance
By Chris Richmond
Originally Submitted to WorkBoat Magazine 

Building boats can be the primary part of your business or just
an occasional project. Regardless of how many or how often you
do this, one thing is common: You will need a Hull Builders Risk
insurance policy. And don’t think that this applies only to a
new build. A vessel undergoing a major refit can be covered
under this as well. The policy can be extended to cover not only
the hull but also material and equipment that has not yet been
installed on the vessel.

For the occasional new hull build or the major refit, your
policy can be written on single hull basis. For yards in the
business  of  building  boats,  there  is  an  open  builders  risk
policy for multiple boats.

Valuation of the hull can be calculated two ways. It can be
written on the completed value of vessel, or for larger vessels
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it can be a monthly reporting schedule of the unfinished project
which gradually increases to the completed value.

Some policies offer buyback coverage for faulty workmanship.
There is a condition to conduct inspections during the build and
report any findings to the your underwriter. Keep in mind that
claims due to faulty design are not covered. You will want to a
professional liability policy for this.

Additional coverages which can be added to the policy includes:

Delivery of bare hull to yard to be finished off
Launching of vessel
Sea trials of vessel
Delivery of completed boat to end user

Protection and Indemnity limits are added to cover liability
claims  due  to  injury  on  or  around  the  vessel  during  the
construction  process  as  well  as  after  the  vessel  has  been
launched and is conducting sea trials or delivery. And if you
are providing crew on board after the vessel has been launched,
be sure to have the policy amended to reflect this additional
risk.

Whether you are building the vessel for a client of having one
built  for  your  own  use,  the  day  of  launching  is  always  a
memorable occasion and one to celebrate. Be sure to do your due
diligence beforehand to properly cover potential risks involved
with your project to help make this day a great one.



Maritime Employers Liability –
What It Is and Why You Need It
By Chris Richmond
For WorkBoat Magazine

Recently  we  were  reviewing  insurance  coverage  with  a  local
marine contractor. Through the course of our conversation, we
learned that one of their employees had been operating a crane
aboard another contractor’s barge for that contractor’s project.
While this happened only rarely, it did open up a big gap in
their  coverage.  Fortunately,  there  was  a  solution:  Maritime
Employers Liability.

Commercial vessels will carry Protection and Indemnity. As we
know, P&I provides coverage for the insured’s crew members. But
this only applies to crew members who are employed by the vessel
owner  or  operator.  Your  employees  working  on  board  someone
else’s vessel would be covered under an MEL. The MEL follows
your employees while they are on non-owned vessels. Coverage
under the policy can include:

Jones Act
Death on the High Seas Act
General Maritime Law of the United States
Maintenance, Cure and Wages

One important thing to remember is that while an MEL policy will
provide  coverage  for  the  benefits  listed  above  it  does  not
include a workers compensation policy. You will still need to
keep  in  force  coverage  under  either  you  state  workers
compensation policy or your USL&H. One nice thing about an MEL
is that you can often have it added to your existing USL&H
policy.
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MEL  is  rated  differently  than  typical  crew  members  on  your
Protection & Indemnity policy. Those crew members are charged
per crew for a fixed price, usually between $750 and $1,000 per
head. MEL not only looks at how many employees you have working
on non-owned vessels but also at your total number of employees
as well as payroll associated with both wet and dry exposures.
Payroll also needs to be broken out between USL&H, state act
(workers compensation) and Jones Act.

There is much more underwriting that goes into an MEL quote as
compared with crew on an owned vessel. The premium associated
with the MEL policy will vary based on the payroll associated
with the exposure − but be prepared to pay at least $5,000 as
there is generally a minimum premium with this coverage.

When you send your employees out on a job you want to make sure
that they are properly prepared and protected. Do not forget to
protect  yourself,  as  well.  Without  a  Maritime  Employers
Liability  policy  you  could  be  leaving  yourself  unprotected
against a major claim.

Why  It’s  Important  Not  to
Overlook Cargo Insurance
By Chris Richmond
Originally Submitted to WorkBoat Magazine

I met recently with a client who operates a small water taxi
service. I noticed several crates in the bed of his truck and
learned he was transporting them to one of our local islands.
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While this seemed like an innocent risk to the insured, there
was one glaring problem: His policy excluded coverage for cargo.

While marine policies will have limited coverage for passengers’
personal  effects,  there  is  often  an  exclusion  attached  for
cargo. This can be added by endorsement with a sublimit of
coverage, with premium based on the amount of coverage. Be sure
to  understand  the  value  of  the  cargo  you  are  going  to  be
transporting, because your policy will only provide the limits
you have paid for. You will also have a separate deductible for
cargo claims. A good practice is to have a freight contract with
your customer which determines the value of the items to be
shipped. This can help avoid any surprises in case of a loss.

Take a look at how the cargo has been packed. We all know things
can  get  rough  and  wet  on  the  water.  You  should  have  an
established set of guidelines regarding packaging and you should
reserve the right to refuse the right to ship an improperly
packaged item. You can’t control the weather and you don’t want
to have to pay for someone else’s poor work.

As with all insurance, the cargo endorsement will come with
exclusions. Be sure to review these with your agent to make sure
everyone is on the same page. Negotiations with an underwriter
can often result in more favorable coverage.

Here  in  Maine,  small  cargo  vessels  servicing  local  island
communities are lifeblood to those islands. Often the families
operating them have been doing so for many generations. The same
is true of many coastal and riverine cargo operations throughout
the U.S. As the nature of your business changes and develops, so
too should your approach to risk management. Talk to your agent
and see if your policy needs to be updated.



Business  Income  Insurance  –
What It Is and Why You Need It
By Sally Miles

If your business has to stop operations unexpectedly, there
would be loss of business income. There is a type of insurance
coverage which can help a business owner meet payroll and other
operating expenses and replace actual loss of net income during
the time required to repair or replace the damaged property
after a loss.

There are a few important things to know about business income
coverage:

Business income is defined as net profit or loss before
income taxes that would have been earned or incurred if no
physical loss had occurred.
This coverage is triggered by direct physical loss or
damage  to  your  property  due  to  a  covered  loss  AND  a
partial or full suspension of operations.
Business Income coverage can be programmed to fit the
needs of a specific business.

We recommend asking your insurance agent to help you determine
whether   business  income  coverage  is  essential  for  your
operation. It could mean the difference between reopening after
a covered loss  or closing your doors for good.
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Rein in Workers’ Compensation
Insurance Costs
By Chris Richmond
Originally Submitted to WorkBoat Magazine

We’ve spent some time in this space discussing the Jones Act,
which  covers  your  crew  on  owned  vessels  and  USL&H,  which
responds to your employees who meet the situs and status of the
federal act. Now let’s talk about another layer of protection
for employees: State workers compensation insurance, which for
many smaller yards can be a primary coverage for employees.

The action of every employee at a yard can have a dramatic
effect on the cost of a workers compensation insurance policy.
 Here’s why:

A workers compensation base premium is calculated by two things:
Job classifications for each employee (based on the work they
are doing) and the payroll associated with each classification.
Your premium is multiplied by your experience mod. A neutral
experience  mod  is  1.0.  With  yards  experiencing  frequent  or
expensive claims, the experience mod will increase, as will your
premium. For yards experiencing no claims, this number will go
do down − and so will your premium.

The calculation of an experience mod is based on the prior three
years of policy period. When a claim occurs, you can reduce the
negative impact of an injured employee on your experience mod by
getting them back to work as soon as possible. Medical-only
claims are weighted far less than indemnity benefits claims.
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Aside from telling your employees to be careful and not get hurt
there are other ways to help create a safer work space. For
starters, contact your workers compensation company. They will
have all sorts of workshops and webinars to assist you, very
often if not always, at no cost to you. Schedule a visit with
their  loss  control  department  and  have  one  of  their  safety
management consultants do a walk thru of your facility. This can
turn in to an annual event and can help you track improvements
or areas of concern to address. Your state department of labor
will also have consultation services available. By getting a new
set of eyes on your facility and workforce simple improvements
can be made that can have dramatic effects in a safer work
environment.

Finally, review your experience mod work sheet with your agent.
Mistakes in coding can have a negative effect to your policy.
Recently we were reviewing a boatyard’s report and noticed a
claim that should have been coded as medical-only had been mis-
coded as indemnity. This had a dramatic effect to the mod in the
wrong  direction  and  once  corrected  reduced  the  insured’s
premium. Have a chat with your agent, it could save you some
money.

Timely  Insurance
Considerations
Cale Pickford, Allen Insurance and Financial
for Maine REALTOR Magazine

If the past 20 months or so have taught us anything, it is that
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the one thing we can count on is the fact that we cannot count
on anything. It seems as if March 2020 marks a demarcation line,
the BCE and CE of our millennia.

Many whose fortunes are tied to the real estate market have done
exceedingly well. An equal number of business owners continue to
struggle to find employees and products needed to do their work.
One family after another has recognized the virtues of life in
Maine and, often supported by the realized promise of remote
work, have moved to Maine to begin a new chapter of their lives.

The result is an increase in estate prices − up by as much as
35% in some locations − pushing the dream of home ownership out
of the reach of many of our fellow Mainers. While there are many
causes for economic and public health concern and anxiety, Maine
seems poised for continued growth and prosperity.

Through it all, our real estate professionals continue to guide
buyers and seller alike through a market that is unlike any
other. No two buyer or seller situations are the same and the
role that the professional real estate agent plays has never
been more important. Knowing that your role extends well beyond
the actual real estate transaction, the following represents my
top three considerations impacting the insurance industry as we
venture toward the early months of 2022.

FEMA  Flood  Risk  Rating  2.0:  Remember  way  back  when  flood
insurance was rated by those confusing combinations of letters
that seemed like they were an acronym but really were not? VE,
AE, A1, B, C, and X have all been done away with, at least as
they  relate  to  the  pricing  of  flood  insurance.  These
designations still apply to construction ordinance and insurance
requirements for mortgages, but they are no longer used in the
rating of flood insurance. Enter Risk Rating 2.0, where FEMA
will no longer use flood zones to calculate flood insurance



rates. Instead, an individual property’s risk will be used:
Foundation  type,  elevation,  structure  replacement  cost,  the
frequency of a variety of flood types, and the distance to
water, among others. In a stark departure from the past, FEMA
has decided to apply actuarial data, common sense and modern
technology to the rating of flood insurance.

While major changes are rarely good for everyone affected, it
does appear that Maine will see one of the largest average
decreases of flood insurance premiums in the country. In fact,
New England homeowners, in general, will make out the best with
RISK rating 2.0, while Florida, Louisiana, New Jersey, and North
Carolina will see the largest increases. Another benefit is that
insurance agents will have a much easier time of quoting flood
insurance so be sure to reach out to an independent agent to get
a quote for sellers and buyers alike.

Increased Cost of Construction: Inflation has crept into just
about every sector of the economy, but it seems like no sector
has  been  impacted  more  dramatically  than  the  construction
industry.  Unprecedented  demand,  material  shortages  and  thin
labor pools have all driven the cost to build, repair or remodel
far higher, assuming you can even find a contractor to do the
work. Property insurance is squarely impacted by construction
costs. Insurance agents use a variety of software products to
estimate the replacement cost of a home, or the cost to rebuild
the entire structure, including costs associated with demolition
and debris removal. In many instances, these estimating tools
have not kept up with the cost increases on the ground, leaving
property owners at the risk of being under-insured. In addition
to working with replacement cost values that accurately reflect
today’s costs, homeowners should look for a homeowners insurance
policy where the cost to rebuild is not directly capped by the
limit  of  coverage.  Extended  replacement  cost  policies  will
provide up to 25% to 100% more than the limit of dwelling



coverage, while guaranteed replacement costs policies have no
cap.

Climate Change and Severe Weather: Some days it seems as if
every  single  news  cycle  includes  stories  about  a  new
catastrophic  weather  event.  Wildfires,  hurricanes,  tornados,
droughts and unprecedented rainstorms are impacting every part
of our country. It may feel as if Maine is insulated from the
worst of these increasingly severe events, but many indicators
show Maine climate change as among the fastest in the country
and with that change, we can expect more and more severe weather
events.  Understandably,  insurance  accessibility  and
affordability are directly impacted by the billions of dollars
paid  out  to  rebuild  following  these  storms.  For  now,  Maine
continues to be looked upon favorably by insurance underwriters
but  in  certain  parts  of  the  country,  access  to  affordable
insurance is having a dramatic impact on the real estate market.
Insurance costs are going up in Maine, as well, as insurers look
to squeeze more premium out of states that perform well as a
strategy to make up for losses in other regions. Reinsurance,
the insurance that insurers buy to offset the risk of large
losses, is also getting more expensive, further increasing costs
on the retail level. Especially buyers of high value, rural or
island homes should be looking to start early on the insurance
shopping process, as there will be fewer options and those that
exist will be more expensive than in years past.

The role of the real estate agent has never been more important.
The idea that your profession might be replaced by a website’s
algorithm and artificial intelligence is laughable, especially
when viewed in the light of today’s market. Your ability to
guide a buyer and seller through the emotional ups and downs of
the  transaction  is  just  as  important  as  your  ability  to
anticipate challenges and recommend professional resources and
advisors who add value to your relationship. Make sure that



insurance considerations are on your list and that your approach
your deals this year and into the next.


