Worker’s Compensation and its relationship with General Liability/Auto Liability 
by Shirley Caraveo

General Liability, Auto Liability and Worker’s Compensation Insurance are all forms of liability insurance. In this litigious society, businesses are at risk of losing their assets as a result of lawsuits, and could suffer financial disaster as a result.  Liability insurance shields businesses from the devastating effects of large claims against their assets, allowing for financial stability. It provides financial protection, up to a business’s policy limits, from being sued for injuries or property damage. Though each form of insurance has a distinct focus; they all work together to provide a protective shield of business coverage.   If any one of these lines of insurance is missing, there will be a void in this 'protective shield' and may put the business seriously at risk.  Let’s consider the purpose of the different types of business insurance. Please note that what follows is not an all inclusive list. 

The purpose of General Liability Insurance: In general, this product covers companies for bodily injury, property damage, personal injury and false advertising claims. In fixed site operations, personal injury and false advertising claims, are more likely to come into play.
The business owner needs to consider limits of liability which are high enough to adequately cover the business possessions and other financial assets. If the policy limits are too low, the business will be responsible for the difference in costs between the lawsuit award and the policy limits. Depending on the type of business ownership, the responsibility may also extend to the business owner(s) as well, if the business itself cannot cover it.  Review your policy limits with your insurance professional to make certain your coverage reflects the current settlements and awards.
More specific to construction operations, are two other forms of General Liability insurance:
1. Construction Completed Operations: It protects the contractor from claims for bodily injury or property damage to a third party once the contracted operations have ceased or been abandoned. 

A comparable form of this insurance which would be geared toward fixed site businesses, would be Products Liability Insurance.

2. Construction Defect Insurance, to protect when work falls below the standard promised or expected by the purchaser of the work or service. 

These are worth covering in more depth because they must be specifically requested as coverage, or they are often excluded from the General Liability policy.

· Construction Completed Operations and Products Liability Insurance
Construction Completed Operations is another form of General Liability insurance that protects the contractor from claims for bodily injury or property damage to a third party once the contracted operations have ceased or been abandoned.  A simple example might be a contractor who builds decks, failed to properly fasten the deck to the wall of the structure and the deck collapses, injuring a person who was standing on it.  Completed Operations coverage would apply to this example.  This coverage may be excluded by the General Liability carrier or an employer may decide not to purchase this coverage, so make sure you know what exposures you might have in this area and what coverage you have purchased.


A comparable form of General Liability insurance for fixed site operations would be products liability insurance. It protects a manufacturer from claims for bodily injury or property damage to a third party for defects or unintended uses of a manufactured or distributed product.

· Construction Defect insurance
Still another liability coverage is Construction Defect insurance.  A construction defect is defined as work that falls below the standard promised or expected by the purchaser of the work or service.  A door that was installed and does not close properly would be a simple example.  More complicated situations involve piping, exterior insulation and the development of mold.  There are complex issues related to this coverage including whether the defective workmanship actually constitutes an "occurrence" under the General Liability Policy or whether there is actually bodily injury or property damage under the definitions of the policy.  Often, for instance; every contractor that performed work is named in these water damage/mold intrusion claims, and even if your company has NO real involvement in the scope of work that caused the damage, is pulled in. The legal costs for defense can often run into thousands of dollars.  

The purpose of Auto Liability Insurance: This product pays for bodily injury or property damage caused to other drivers, passengers and pedestrians; if a business’ driver causes a vehicular accident. In this age of electronic gadgets and other distractions, your business is constantly exposed to this risk from employees who drive the company cars or trucks. In fixed site operations, as well as construction, this would include: 
· coverage going to and coming from work; as well as 
· arising out of  or in the course of business operations.
Under the legal theory of "respondeat superior", employers are vicariously liable for the torts committed by employees during the course and scope of employment and injured persons can sue both the employee individually as well as the employer/corporate entity for recovery.  So it is critical that employers have adequate limits of liability under the auto policy.  Many private parties attempt to push responsibility for damages to a corporate or business entity and, unfortunately, the courts often award against businesses when there are any doubts or questions in the review of facts.

The purpose of Worker’s Compensation:  The Worker’s Compensation Insurance product has a two-fold purpose: 
1. It guarantees that an injured worker or one made ill on the job; will receive full medical, surgical and hospital treatments – at no cost – as well as recurring periodic payments to replace lost wages. Permanent disability benefits may also apply, depending upon the extent of injury or illness.
2. It protects employers from being sued for said injuries, unless it was intentionally caused by the employer.

Safety Concerns:

General Liability and Worker’s Compensation concerns may overlap when hazards are created from  exposing, creating, controlling or correcting employers; as discussed last month. These business relationships  have a direct effect on who has liability for an accident or illness. This not only concerns Cal/OSHA, but has a very real effect on a business’s profitability.  But it is important to fully understand, in serious bodily injury on a construction job at a fixed site location, EVERY contractor on the site will be named in the suit including the fixed site business owner. The cost of defense to all parties can be crushing to a business. 

For Auto Liability, the safety concern is to make sure that the drivers are alert to other motorists and pedestrians. It is essential that they know the local laws relating to their speed and the hazards created through the surrounding neighborhood where they will be traveling.  Schools and suburban neighborhoods are of concerns because of the presence of children, and it is important to understand that urban areas have a higher density of vehicles and greater risks. If the business operates vehicles and a driver himself is injured in the course of his job, then Worker’s Compensation comes into play for the injuries to the employee. In this case, however, note that the Workers' Compensation carrier will usually attempt to recover these costs if the vehicular accident was the fault of a third party.

Finally, Worker’s Compensation safety concerns center around the worker. Here is where such concerns as direct and dual employment are important. Employers are responsible to set safety policy for their employees based on the type of jobs they perform, and the hazards those jobs create.

Liability insurance products have been created to protect business owner’s from the risk of financial loss. It is designed to protect business assets, basically covering non-employees from harm. In fixed site operations, job site protection to segregate the public and its employees from work areas need to be addressed. Because such sites are multi-employer operations, providing clear direction and leadership to keep the site safe for all, is a must.

Because employers are at risk from: 

· their employees, 
· the general public, 
· passersby, 
· other motorists, 
· other contractors, 
· the owner/General Contractor and 
· due to the scope of their work;  

they need a solid safety effort to reduce their exposures as much as possible. Though each type of insurance addresses distinct concerns, they meet at the point of the business owner’s responsibility to create and enforce safety policy.

To obtain more information about Worker’s Compensation, General and Auto Liability, go to: 
	S.C.B.A. website:  www.socalbuilders.org . 
State Fund website:  www.scif.com



