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Knowing When to Purchase
Commercial Auto Insurance

Having the right kind of automobile insurance is important to insure you have the
appropriate coverage in the event of a claim. If your vehicle is used for business
purposes, then commercial auto insurance is the right type of insurance for you.
Commercial auto insurance is similar to personal auto insurance and includes
liability, collision, medical costs, uninsured motorists and comprehensive coverage.
However, the commercial auto insurance policy is designed to specifically cover
loss or damage incurred when using the vehicle for your business.
When you use your vehicle to transport food, people or merchandise, and are paid
for the transport services, you need a commercial insurance policy. When your
vehicle requires special coverage, such as coverage to tow a trailer for business
purposes, non-owned auto coverage or if the vehicle is registered to the corporation
and possibly used by multiple employees, you need commercial auto coverage.
The bottom line is that any vehicle used for commercial purposes, large or small,
regardless of the number of drivers, should be insured commercially. Even the
small business owner with an automobile registered in his personal name does not
want to worry that a claim will not be covered because of business use. For a small difference in premium, it is worth it to have
exactly the coverage you need to protect you and your business.
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Commercial auto policies contain specialized coverage options appropriate for businesses. Non-owned auto coverage, an
optional coverage, can even protect your exposure to loss by your employee’s use of a personal vehicle when used for company
business, as well as provide coverage for vehicles not owned by the company when under company use.
A vehicle that has commercial license plates requires commercial auto insurance. A vehicle used for activities such as visiting
customers, driving to a job site or transporting equipment or people does not qualify for personal auto coverage. If your vehicle
use falls into any of these categories, you should secure commercial auto insurance.
Some personal auto insurance policies will extend their insurance coverage to include certain aspects of business driving, but
this coverage is narrow, and a majority of business owners are expected to acquire commercial coverage for vehicles used for
business.
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Tenant’s Improvements to the Premises
A common circumstance surrounding
commercial leases involves the tenant making
alterations, or improvements to the rented
premises. A strip mall retail location could be
used for many different types of tenants. It is
unreasonable to assume that the premises is
already set up to handle any type of tenant
from a clothing store to a restaurant. For
example, a new tenant might have to build
partitions, add refrigeration or install a kitchen.
The commercial property policy defines
improvements and betterments as “fixtures,
alterations, installations or additions that are
made a part of the building that is occupied
but not owned by the named insured, and that
the named insured acquires or makes at his
expense but cannot legally remove.” Since
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business personal property coverage insures
the tenant’s “use interest” in improvements
and betterments located at the rented premises, the amount of these improvements should be calculated into the limit you
choose for your business personal property.

Improved Workplace Awareness Helps
Traffic Fatalities Trend Downward
Employers and employees need to address the issues associated with automobile accidents as part of their daily
management routine. A heightened awareness of automobile safety in the workplace has resulted in greatly improved
fatality results. In 2010, 32,788 people lost their lives in vehicle accidents - down nearly 10,000 in the last decade.
Fourteen percent of workplace fatalities result from automobile accidents. That is also down from 22 percent just 10 years
ago. While this trend is moving in the right direction, the automobile exposure to a business offers one of the most serious
liability exposures that can be faced.
Performance Management consultants recommend compliance with the 4-A’s of driving:
• Anticipate what could possibly go wrong and focus on driving to avoid mishaps
• Adjust to changing circumstances such as traffic congestion or changing weather
• Assume nothing - don’t automatically assume that traffic will stay moving or a car won’t change lanes into your path
• Allow no distractions - drivers must avoid anything that takes their focus off of driving
Not only can the strict adherence to an automobile safety program help relieve a business from a serious claim,
maintaining drivers with good records reflect positively on the business’ auto insurance premiums.
Performance Management predicts that if employers would institute just two actions, implement standards of practice
for driving and educate employees about good driving principles and management’s expectations, accidents would be
reduced by more than 50 percent.
The information in this newsletter is meant as a guideline only. There is nothing in this newsletter that alters the coverage or interpretation of any specific policy.
Because some statements are generalizations, and because different companies’ policies contain slight differences, please refer to your specific policy. Call our office
before making any judgments or decisions concerning your particular situation and coverage that may, or may not, apply.

