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 1is 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 1is 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 1n 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.

Aside from telling your employees to be careful and not get hurt
there are other ways to help create a safer work space. For
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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
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,
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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, Al, 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, 1s 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 1is 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.



When Six Inches of Rain Falls
Overnight ..

We hope you are safe and sound after this weekend’s rain storm.
We're here to help, with answers to questions about flood
insurance — and to talk with you about additions to your
existing homeowners insurance coverage for things like sewer
backup. Remember, you don’t have to live in an official flood
zone to purchase flood insurance — it’s available to anyone and
is more affordable than you think. No matter what your insurance
guestion, you can always Ask Allen.

What You Should Know About
Hull Perils

By Chris Richmond
Originally Submitted to WorkBoat Magazine
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Chris Richmond

A commercial hull policy can sometimes resemble an action-packed
maritime novel: Covered perils of the sea can include men of
war, pirates, letters off mart and detainments of all kings are
just some of the terms you might read there. But what about when
you just have a problem with your engine? This may or may not be
covered.

A hull policy is a named peril policy, meaning unless something
is a stated peril- written right there in the policy - it is not
covered. That said, a hull policy still provides rather broad
coverage. There are always exclusions; for instance, wear and
tear is not a covered cause of loss. But you should know about

two coverages found in a hull policy: Latent Defect and
Negligence of Repairers.

Latent Defect is defined as a flaw in material existing at the
time of the building of the vessel or machinery not discoverable
by ordinary methods of testing. While the expense of replacing
the broken part is excluded, the ensuing damage can be covered.

Negligence of Repairers 1is another peril which can provide
important coverage. Should you have a repair to your vessel'’s



engine — and it fails — then you may have coverage. Case in
point: An insured had a high-pressure fuel line fail repeatedly
on his engine. An investigation determined that during a
previous repair job, the repairer had not installed the proper
number of clamps as stated by the manufacturer. This produced
excessive vibration and eventually stress fractures. The client
was relieved two-fold. First that he had found out why he was
repeatedly blowing fuel lines, and also that he now had a
covered cause of loss. Aside from the repair being covered, he
could also claim loss of use from the cancelled charters that he
suffered.

Claims can come in all different sizes and varieties. Don’t be
afraid to give your agent a call to discuss what is going on
with your vessel. While it may initially appear that there is no
coverage, some investigation into the root of the problem can
often yield positive results.

Understanding an HRA

A health reimbursement arrangement (HRA) is an employer-funded
account that is designed to reimburse employees for qualified
medical expenses that are paid for out-of-pocket. Additional
information is on this “Knox Your Benefits” PDF.
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The Top 6 Things to Know About
Workers Compensation Insurance

By Karen Reed and
Krissy Campbell

1. Workers’ compensation insurance covers your employees’
medical expenses if they are injured on the job.

2. Workers' compensation can reimburse the employee for their
lost wages.

3. Workers’ compensation can provide disability benefits.

4. Maine law requires you to carry it.

5. Workers’ compensation can provide death benefits.

6. And the most important thing about workers compensation
coverage? Having a knowledgeable local agent who can help you
with managing the costs and your exposures.

When you have questions, Ask Allen. We’'re here to help.

Commercial and Mixed-Use Real
Estate
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How to balance ©property
owner’'s dreams with insurance
reality

Cale Pickford

By C ale Pickford
Originally submitted to Maine REALTOR Magazine

The effects of the COVID-19 pandemic have been far-reaching in
all industries, but it seems clear that 2020 and 2021 have
fundamentally changed the way business 1is conducted and, in
turn, left an indelible mark on the commercial real estate
market.

Demand for warehouses and distribution centers for e-commerce,
self-storage facilities, affordable housing and certain retail
spaces for grocery and pharmacy businesses is at an all-time
high, while occupancy rates for hotels, retail, restaurant and
traditional metro downtown office space have weakened
significantly.Many of these struggling sectors were buoyed by
federal stimulus money, and many of the changes to the way
people work will remain for the foreseeable future. The impact
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of this is being felt right here in the Pine Tree State.

Through both economic studies and anecdotal evidence, we know
that Maine 1is getting a massive influx of new residents. Many
are bringing their jobs with them and working remotely for
employers elsewhere, while many others will be looking to start
new small businesses in our state. Maine welcomes these
entrepreneurs - but it is important that dreams intersect with
reality before the purchase to bring about an understanding
about how insurers look at mixed-use real estate. This knowledge
can help you guide your clients in making a decision that will
set them up for long-term success.

We can all agree that remote working is here to stay. While
there is no question that many employees and business still find
value in shared office space which facilitates professional and
social interaction, it is clear that the idea that one has to be
in a traditional office in order to be productive has been
entirely debunked. As a client who recently moved from
Massachusetts to Midcoast Maine told me, he could do his job
from the moon if there was an Internet connection there.

For the most part, employees of larger companies who work from
home do not have any unique insurance needs and a standard
homeowner’s policy will accommodate their professional use of
the home. However, it seems like an equal number of people are
bringing their professional expertise to Maine and are looking
to work as freelancers or consultants.

Depending on the business sector, these 1independent
professionals need to insure their business in many of the same
ways that larger companies do. As with remote employees, so long
as they do not have client traffic or employees in their home,
they often can rely on a traditional homeowner’s policy to
insure their home, though it is important to note that that



policy will still exclude any business property or liability
exposure. In order to close that gap, these independent
professionals will need to secure a commercial insurance package
policy, which provides general liability, business personal
property (think of that expensive laptop and Zoom lighting set
up) and most importantly, professional or errors and omissions
liability insurance. Knowing the costs of this insurance program
up front is an important component of a sound business plan.

How about those occupations where business cannot be conducted
via phone, email and Zoom? Maine has produced and attracted
artisans and craftspeople for generations and many of these
creative and skilled people take advantage of the low cost,
short-commute synergy that home-based businesses provide.

As with work-from-home professionals, the unmodified homeowner’s
policy excludes coverage for business activities and property.
However, unlike use of a room at home for the new traditional
office space, many other business activities will disqualify one
from homeowner’s coverage altogether. In instances such as
these, usually the home or outbuilding where business 1is
conducted (i.e. where the product is made) will need to be
insured on a commercial policy and then the owner needs to be
insured as a tenant of the commercial building.

This kind of hybrid solution picks up the personal property and
liability protection which is excluded on the commercial
insurance policy. Examples of businesses which might compromise
eligibility for homeowners programs would be woodworking, boat
building, commercial food products manufacturing, ceramics
manufacturing with kilns, farming, and many others.

Historians and economists suggest that the pandemic-inspired
paradigm shift will propel Maine to a transformational chapter
characterized by sharp gains in property values, a younger and



growing population and economic growth. No doubt this current
trend will continue, with many individuals and families making
the leap of faith to move to Maine and following their dream. As
a central advisor in that transition, make sure these dreamers
and doers are considering all of the practical challenges that
their move entails. And as always, a critical component of that
advice 1is for your buyer to call a local independent insurance
agent who understands your client’s dreams and can suggest
insurance and risk management solutions that will protect their
future.

To Buy or Not to Buy . . .
When Do You Need Life
Insurance?

Whether you need life insurance depends partly on your stage of
life. If you’re younger, you may have less need for coverage. As
you move along the path in life, you’ll likely have more of a
need. And, as your responsibilities lessen, your need may
decrease.

Here’s a look at how your phase of life affects your life
insurance needs.

Young and Single

As a young adult, you likely don’t depend on others for
financial support. In most cases, your death wouldn’t create a
financial hardship for others, making life insurance a low
priority.
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You could argue that you should buy now! The cost of life
insurance factors in several things, including your health. At
this point in your life, rates will probably be low. Now, while
this may be a valid argument if you’re at higher risk for
medical conditions (e.g., diabetes) later in life, for now, you
may want to consider investing the money you’d spend on
premiums.

Some exceptions to this include:

* You have a mortgage or other loans with a cosigner. Your death
would leave them entirely responsible for the debt, so you may
want insurance to cover this.

* You have a child or you're supporting your parent/grandparent.
As they depend on you, life insurance could provide support for
them if you were to die.

Married . . . with Children (Or Without)

Married couples without children have little need for life
insurance, especially if you both contribute equally to the
household and don’t have a mortgage.

Once you buy a home, though, it’'s a different story. Even if you
both have well-paying jobs, the mortgage debt may be more than
one person can handle on a single salary. And other debts, such
as credit cards, can add to financial worries. In this
situation, both of you should consider buying a modest amount of
life insurance to provide financial support.

If you start a family, your life insurance needs are at their
peak. In most cases, it’s appropriate for both parents to have
life insurance.

If your family has a single income, it is completely dependent
on that salary for financial security. In this case, both
parents should carry enough life insurance to cover lost income



or the economic value of lost services—like having to pay for
childcare if the stay-at-home parent dies.

Dual-income families need life insurance, too, because 1it’s
likely the surviving spouse will suffer financial hardship
keeping up with household expenses and childcare costs.

Separation Anxiety

If you get a divorce, you’ll need to decide what to do about
your life insurance, both from a beneficiary and coverage
perspective. Add in dependents and it becomes more complex.

Keep it simple. If you don’t have children, it may be as simple
as changing your beneficiary and adjusting your coverage.

Work it out. If you have children, the custodial and
noncustodial parents will need to work out the details of your
life insurance. You’'ll want to make sure your children—and not
your ex-spouse—are provided for in the event of your death. This
may mean purchasing a new policy or changing the beneficiary to
your children. If you and your ex-spouse can’t agree, the court
will decide for you.

Climbing the “Corporate” Ladder

So, how do career changes affect your life insurance needs? It’s
important to review your coverage whenever you leave your
employer or start your own business.

When you leave your job, any employer-sponsored group Llife
insurance coverage typically ends. Find out if you’ll be
eligible for group coverage with your new employer or look into
purchasing coverage yourself. You may also be able to convert
your group coverage to an individual policy; it may be more
expensive, but it’'s a good choice if you have a preexisting
medical condition that may prevent you from buying life
insurance coverage elsewhere.



You should review your coverage amount, too. Your policy may no
longer be adequate, especially if you’ve incurred more debt and
expenses. If you own a business, consider your business debt. If
your business isn’t incorporated, your family could be
responsible for those bills if you die.

The Golden Years

Ah . . . retirement! Once you hit these golden years, your life
insurance needs may change again. If fewer people depend on you
financially, your debts have been paid, and you have substantial
financial assets, you may need less coverage than before. But
it's possible that your life insurance needs will remain the
same. The proceeds from your life insurance can be used to pay
for your final expenses or to replace any lost income for your
spouse (e.g., social security or a pension). Proceeds can even
be used to pay estate taxes or as a charitable donation.

No matter what phase of life you’re in, 1it’s a good time to
review your options and decide whether you need coverage and, if
so, how much. If you’'d like to discuss options, please reach out
to me or my office.

This material has been provided for general informational
purposes only and does not constitute either tax or legal
advice. Although we go to great lengths to make sure our
information 1is accurate and useful, we recommend you consult a
tax preparer, professional tax advisor, or lawyer.



Commercial Hull Policy
Coverage & Equipment On and
Off Your Vessel

By Chris Richmond
Originally Submitted to WorkBoat Magazine

Your commercial hull policy provides coverage for more than just
your hull. A policy may extend coverage to the “hull, tackle,
apparel, engines, boilers, machinery, appurtenances, equipment,
stores, boats and furniture.”

But what happens when you have a claim involving any one of
these items? If the claim is covered, then you will first have
to pay the deductible. Depending on the amount of hull coverage
you have, this can be rather sizable and may well exceed the
value of what was damaged. Let’'s look at some ways to help
improve your coverage

Do you have a tender? Have it listed separately on the policy
with its own hull limit and a smaller deductible. The liability
from your vessel still extends to the small boat but when the
tender has its own hull value listed, you can have a much more
manageable deductible. And don’t forget to tell your insurance
agent when you buy a new outboard for the tender. This can
greatly increase its value and quickly exceed the value for
which you have insured the tender.

Do you store items ashore during the off season? Some policies
will reduce the coverage on these items while off the boat by
covering only claims based on fire. Be aware: Should an item be
stolen then your boat’s policy will not react.
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Have you installed special equipment on your vessel to perform
specific work? They can be scheduled on your policy with a
stated value along with an appropriate deductible.

Do you operate equipment overboard? Good luck getting that added
to your commercial hull policy. If you have ROV units stored on
board your boat you may be able have them scheduled on your hull
policy but as soon as they go overboard coverage would cease.
Obtaining a stand-alone policy specifically written to cover
your ROVs is the proper way to provide coverage. This policy
will react to claims from incidents both on the boat as well as
in the water.

Take a moment to look at your boat and the equipment that you
have on board, then give your insurance agent a call and discuss
the current limits you for the vessel and everything on it,
especially what can be stored (or is stored) on land. You will
be happy you did should you need to file a claim.



