that the manager and staff cannot collect a paycheck. Business

A dive store that suffers a fire loss and cannot stay open.means. . - #
interruption insurance is designed to assist in this type of situation. 4 ;
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A Business lnterryption lnsurance Prlmer
fo Dive Centers

By John C. Stivarius Jr.
and Glianny Fagundo

Jhat happens to your dive store in the event the power goes out somewhere, it gets hit by a

5 _"weather related event and has to close for several weeks, a car crashes through your front win-

s | ':.ttow or a disaster of any kind takes place and for some reason the doors remain shut? No income

5% w;.aﬂbws into the establishment, employees go unpaid, no immediate profits are made, property damage

oI - is incurred, and your accounts payable are due but there is no immediate cash flow. Certainly your

. ! business has a property damage insurance policy that will provide relief for the property damage

that your business has suffered, but what about the interruption to your operations, the lost wages,

the lost profits? Is your business actually prepared for this type of loss and recovery? Does your
business actually have business interruption coverage?
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What is Business
Interruption Insurance?

The common definition of “business
interruption insurance” is “insurance that
provides protection for the loss of profits
and continuing fixed expenses resulting
from a break in commercial activities due
to the occurrence of a peril.”

There are different types of business
interruption insurance available to busi-
nesses. Most differ in the type of claims
they cover by way of loss. Business in-
surance is primarily designed to replace
lost income and restore the business to its
pre-incident condition. The type of inci-
dent could be anything from a major
catastrophe such

ou suffer a loss and

I YO ed to recover and. i

u nee
;:emium upfront fo

are undervalued

r something that you

could be caused by nearly any event and
the uninsured perils will be listed in the
policy. Under both types of policies, the
interruption of operations must be di-
rectly related to the damage that occurs.
There can be additional types of busi-
ness interruption coverage. These can in-
clude “extra expense” coverage whereby
a business can be helped with an addi-
tional expense, such as rent or lease pay-
ments for a temporary location or the
costs incurred to hasten replacement
equipment. Some business interruption
policies combine this with the loss of
business income

* 56 percent of U.S. companies have
had business operations significantly
interrupted because of computer
hardware problems.

* 46 percent of U.S. companies have
had business operations significantly
interrupted because of telecommun-
ications failure.

Put those statistics with this: Another
survey of 500 owners of small busi-
nesses, defined as businesses with fewer
than 100 employees and less than $1.5
million in

, you may
recover. |

ever

6
only recover
f ygu are overvalue

fully use.

ercent of the loss

o d, you pay a

————————

as fire that de-
stroyed the property to something much
simpler, like a blown switch that put the
store in the dark and shut down the point-
of-sale system during a lightning strike.

Under most business interruption poli-
cies, some type of physical property dam-
age must occur to initiate coverage. It
must be at the business insured. For exam-
ple, if access to the business property is
restricted because of damage to a neigh-
boring property, but there is no physical
damage to the business property itself, the
business interruption policy would not be
triggered. However, if a fire in a neighbor-
ing store caused smoke or water damage
in yours, it likely would be.

Some business interruption policies
differ by the type of perils that can cause
the coverage to take effect. The physical
damage must have been caused by one of
the perils listed in the policy. In the case
of an “all perils” policy, the incident

coverage. Another
one is “contingent business” coverage,
which extends coverage to income losses
resulting from property loss at a key sup-
plier or vendor or customer location. Yet
another type of coverage is called “civil
authority” coverage, triggered when the
government denies access to a business
due to another entity’s property loss.
Lastly, there is ““service interruption” cov-
erage to provide protection against loss
due to disruption of utilities.

Should You Consider It?
Some Interesting Statistics
At a recent conference on emergency
planning sponsored by the Mission,
Kansas-based SkillPath, an organization
that offers business training for executives
in various countries, some sobering statis-
tics were released:
* 72 percent of U.S. companies have had
business operations significantly inter-
rupted because of power outages.

revenue, showed that three out of four
respondents either do not have business
interruption insurance or do not know
what it is. The assumption that property
damage will provide protection for your
loss is a bad assumption to make.

Most small businesses can purchase busi-
ness interruption protection within their
property damage package as part of the
blended coverage, either as an endorsement
to the policy or as the general package.

How Do You Determine
What Coverage To Have?
First and foremost in considering the
business interruption policy or endorse-
ment is to read and interpret the policy
language. You should make sure that you
fully understand what your company
needs and what the policy provides:
What is the scope of the coverage?
This is usually the first provision in any in-
surance policy. It should detail what finan-
cial losses will be covered if your business
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should close from an unforeseen incident.
Review the scope of the coverage to deter-
mine whether the policy only covers rev-
enue loss or whether it will cover more
substantial losses as well. Other things
might constitute loss such as inventory or
damage to physical premises.

Determine what is considered a ‘cause
for loss’ and what triggering event or
incident put your business out of
commission.

This is a contractual issue between you and
the insurer and is a key point under the
contract. Most policies are limited to spe-
cific types of property damage.

Determine if the policy includes a
‘multiple causes for loss’ clause. This is
beneficial in situations in which your busi-
ness is damaged but the damage is not eas-
ily attributable to a specific cause. For
example, your business was hit by a flood
but also had building code issues.

Clarify what is considered a ‘covered
premise’ under your policy. Some busi-
nesses operate in multiple locations. Un-
less specifically provided, the business
interruption policy usually covers only the
main building of operation, when the dam-
age might also affect the business at a re-
mote location.

Determine the limits of liability. Some
policies will cover only the costs of inven-
tory loss and building damage but will not
cover earnings loss. Other policies may
cover earnings up to a certain amount or
even until you are able to reopen.

| Saba/st. Kitts | Turks & Caicos

Bahamas Galapagos

Compare:
Explorer Ventures offers dive travel
resellers great incentives that work!

Basic group terms

« Initial deposit is only 5% of the gross; additional 5% due 12 months
before departure. Minimum cash outlay to reserve space.

e Groups of 8+ can change travel date 6 months out. You can drop
up to half of the originally reserved spaces 120 or more days
before departure both with NO penalty.

« Next scheduled payment is only 20%, 120 days before departure.

e Final payment is not due until 30 days before departure -
allowing you more time!

e You get a free space with every 7 paid.

e You get maximum commission with 7 paid, not just with a full boat.

e Specials and discounts are always commissionable.

NOTE: Specific restriction do apply. Deposit timelines for Galapagos bookings
occur 60 days prior to deadline above.

Contact us fyor additional information.

EXPLORER VENTURES
Mreen X

Liveaboard diving fleet
US/Canada 800.322.3577

Outside US/Canada +1.307.235.0683 ¢ Fax +1.307.235.0686
www.explorerventures.com * info@explorerventures.com
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Business Interruption Insurance Coverage Terminology
Understanding these terms might be useful when discussing business
interruption insurance with your insurance agent.

Named perils. If the policy has “named perils,” then the incident must be one that is
caused by those specifically listed.

All perils. If the policy is an “all perils” policy, it could be caused by nearly any peril
and the uninsured perils will be listed in the policy. Under both types of policies,
the damage that occurs must be directly related to the necessary interruption of
the operations.

Extra expense. There can be additional types of business interruption coverage.
These could include coverage whereby a business could be helped with an additional
expense such as rent or lease payments for a temporary location or the costs incurred
to hasten replacement equipment.

Contingent business. Some of the business interruption policies combine this with
the loss of business income coverage.“Contingent business” coverage extends cov-
erage to include income losses that result from property loss at a key supplier or
vendor or customer location.

Civil authority. A type of coverage called “civil authority” coverage extends cover-
age when the government denies access to a business due to another entity’s
property loss.

Service interruption. “Service interruption” coverage provides protection against
loss from disruption of utilities.

“Calet rJ.JN-' -)J \L-nﬁ Ji‘ .)Iv]m J:}H Sn,;_u _.

'""“"3'

Jhebest BN ENUrKsISIGaTCOSISCR

« Visit www.diveprovo.com/20th.html
for our Anniversary events & specials
« PADI 5 Star Resort & SSI Partner in Paradise

« Earn commission on hotel/dive packages plus group comps
« Provo Payback Program rewards retailers for cumulative results
of individual dive reservations
« Bring your students to conduct training on our boats
+ 3 comfortable boats; private charters also available
For details visit www.diveprovo.com 800-234-7768 diving@diveprovo.com

How Much Interruption
Coverage Does
My Company Need?

One of the most important aspects of
the business interruption policy is the
protection afforded for economic loss
during the interruption period. The dif-
ficult question is determining the
amount of business interruption insur-
ance your company may need. It is hard
to predict how long your company may
be closed or for what reason. Here are
some suggestions for determining how
to assess the amount of coverage your
company may need:

In the case of a natural disaster or an
unexpected debilitating event, such as
fire, the business may be shut down for at
least a year. Hopefully you will be up and
running way before this, but especially in
the wake of a widespread disaster, re-
building may be more difficult than you
think. Assess the types of coverage you
think you will need to keep you afloat
(i.e., business income, extra income, civil
authority and/or contingent business in-
terruption coverage). You may purchase
these separately or in any combination.

Review your annual financial records
and obtain a general knowledge of your
annual net profit. Your insurance com-
pany will need it but you should also as-
sess how much profit you make (or could
lose) per year. Purchase enough business
income coverage to cover at least this
amount of revenue.

Request an appraisal of your office
building or other operating location. The
amount of money it would cost to rebuild
from scratch should assist in determining
the amount of extra expense coverage
needed in the policy.

Undertake a detailed inventory, not
only of the product stock, but also of the
equipment in the office. This can also be
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used to calculate how much extra expense
coverage is needed.

And finally, have a sense of how much
revenue stream would be lost if your busi-
ness was unable to receive product from
your main supplier or if your main cus-
tomers were unable to purchase from you.
Both situations could be covered under
contingent business interruption insurance
coverage, provided the reason was related
to damage at the associated business’s
property, and significant to halt the busi-
ness operations.

These steps may seem time consum-
ing at first, but they will save you a lot of
money in the event you have a loss that
could be covered under your business

The Difference:

+ FREE Academic Online Training to acquire more customers

» No Dive Center Dues

« Instructors can only teach through authorized SSI Dive Centers

+ Complete line of training programs

+ SSI does not market directly to your customers

+ Ongoing innovative retailer training

SSI, Where Your Business Comes First!
www.diveSSl.com

interruption policy. You do not want to
be undervalued or overvalued. If you suf-
fer a loss and are undervalued, you may
only recover 60 percent of the loss you
need to recover and, in effect, never re-
cover. If you are overvalued, you pay a
premium upfront for something that you
will never fully use.

How to Assess How
a Business Interruption
Policy Protects for Fire Loss
One of the most common areas of inter-
ruption in the retail industry is loss due to
fire and fire-related hazards. It can easily
devastate a business, placing it into ruin
both physically and financially. A dive
store that suffers a fire loss and cannot stay
open means that the manager and staff can

not collect a paycheck. Business interrup-
tion insurance is designed to assist in this
type of situation. But how do you go about
assessing how much is needed in case of a
devastating fire loss?

Also consider a contingency business in-
terruption clause for your policy to protect
you in the event that a fire causes substan-
tial damage to the property of one of your
suppliers or customers where, you, too,
will lose income. A contingent business
clause protects you if you cannot buy or
sell your product. Your agent or broker
should be well-versed in how to obtain
these and provide advice for your property
damage insurance package. Among other
things you will need to:

Assess what expenses you would need
to cover. You can purchase a named peril
policy that will cover building damage and

market effectively.

or your business to be successful,
Fyou have to do more than

just teach people how to dive »
— you need to purchase wisely,
merchandise professionally and

SCUBA SCHOOLS
INTERNATIONAL

So, where can you get help?
Scuba Schools International.

We can help you acquire more customers, develop them
as divers, commit them to purchasing equipment and
retain their business as life-long divers.
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Checklist: How to Assess How a Business

Interruption Policy Protects for Flood Loss

Floods and flood-related problems are common in some parts of the United States
and other countries. In the Atlanta area last year a series of floods damaged many
small businesses. Many are rebuilding, but because there are so many the process
is slow and the interruption is long for the establishments. Be aware that not all
business interruption policies cover flood-related interruptions.

Before your business is hit by a flood, you should assess your policy to determine
how it protects the business in the event of such a disaster.

Determine what your business interruption policy considers a flood and what
causes are covered.

See if your policy is an “all risk” policy or a “named peril” policy. Although an all-
risk policy is the most common form of business interruption policy, it often ex-
cludes natural disasters, including floods. A named peril policy protects your
finances when damage is specifically named in the policy, which could be a flood.

Purchase extra flood insurance if your business interruption insurance has the
natural disaster exclusion or will only cover income loss.

Check if your insurance policy has a waiting period for business income losses.

Request an extended period of indemnity in your policy. This will allow you time
to recoup income losses that continue after you reopen. In a flood zone, this is
particularly important because your business will not likely begin regenerating
a steady flow of patrons and revenue when it reopens so you need the insur-
ance to cover a month or so after the reopening period.

Bring a group to Bonaire, book a complete DIVE pd’ckafg
our three properties and receive;10% CommlssmnI

*accommodationt{divingfand'breakfast

rebuilding costs specifically due to fire, but
not from other causes. You can also carry
business interruption insurance that will
help pay for you and your employees’
salaries during rebuilding.

Understand and clarify if your policy
has a waiting period. This waiting period
functions like a deductible, except that in-
stead of paying a percentage out of your
pocket, the insurance company does not
cover the cost of damage incurred for a de-
fined period of time after the fire. This can
be critical to your recovery, for even a few
hours of waiting can ruin the recovery.

Determine if you need ‘extra expenses’
clauses in your policy. This affords protec-
tion for income lost when damage affects
the daily operations but is not enough to
completely shut down operations. Typical
business interruption insurance only triggers
if the business is completely closed.

Do you have ‘loss of rents’ insurance
if your business income relies on other
people renting the property? Should a
fire occur on the premises of one of the
rental properties, this type of insurance
will determine a payment amount based
on the number of canceled leases.

How to Compare Business
Interruption Policies When
Considering a Purchase

Like any other insurance, every busi-
ness owner wants the best value for the
premium dollars spent, the best claim
service and essentially a hassle-free ex-
perience when it comes to the claim. Be-
low are some simple steps to consider
when comparison shopping for business
interruption policies:

* Be aware and know the claims process for
the business interruption insurance.

* Be familiar with all the language re-
garding the terms and conditions for as-
sessing property damage.

* Assess whether the dollar amount of the
coverage adequately covers salaries
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and rent, and if the premiums are com-
petitive with other companies.
Compare the potential insurer’s policy
regarding extra expense insurance. In a
disaster or other event that closes your
business, different policies may contain
clauses that reimburse for normal oper-
ating expenses provided during the
post-disaster restoration period, while
others may have a waiting period.

* See the cumbersome documentation re-
quirements regarding continuing ex-
penses. The extra expense insurance
alone may provide all the coverage
necessary without the purchase of busi-
ness interruption insurance.

* Beware of a policy that has only mini-
mal coverage.

* See if the policy contains an extended
period of indemnity clause. A policy
that only provides coverage for losses
until you open your business is not a
very realistic approach to assisting you
effectively. Most effects of a disaster
carry over beyond the time that your
business reopens.

e Compare the policies for off-premises
power coverage. See if it covers busi-
ness interruption due to damage to your
service providers.

* Do you need a co-insurance clause?
Compare the costs-versus-benefit trade-off.

It is especially important for dive re-
tailers to keep and maintain detailed
records that reveal the profits, income,
flow of business, upturns, downturns,
salary history, revenue projections and
the like. Most business interruption
losses have some measure of subjectiv-
ity in them and the more data that is
maintained, the easier for the insured to
demonstrate the loss to which it is enti-
tled. Select the right coverage, the right
period of time, the amount of loss to be
covered, and hope that no disaster ever
hits your business. DCB

Traditional

Bahamian Hospitality; | .oiersesharks Fish Poputations

Inspiration:
Diving & Fishing

+ 2 -Hoom Resort Custom-Designed
for Diivers

= Thinee Dindess Daily on Drarmatic Walls

= ecting Facility With Seating
for 75 |deal for Groups

* Earn Commizsion & Comps on
Entire Package Including Meals

HEM

B00-272-1492
reservationsSridingrock. com
whsnw ridrngrock.com

Ride the currents with our "Giants of the Drift”
Mantas. great hammerheads and more.
Dive it mild, dive it wild or somewhere in between.
It is all part of the Tobago Dive Experience at
Manta Lodge located in Speyside, Tobago.

Group comps of 1 package free for every 9 paid

Comp includes room, breakfast, diving,
round-trip airport transfers & taxes

Commission is paid on the entire package price

Group-friendly accommodations
22 rooms with flexible bedding

Tobago Dive Experience:
PADI/NAUI on site operator

Over 40 dive sites loaded with huge,
colorful coral formations and abundant
marine species

Drift diving is our trademark...
let the currents do the work!

Toll Free 1.866.486.2246 | Reservations@mantalodge.com
www.mantalodge.com | www.Tobagodiveexperience.com
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