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BUSINESS INCOME INSURANCE CHECKLIST
Each year, many organizations suffer a temporary interruption of their business operations due to the damage and destruction caused by 
hurricanes and other causes of loss.

The following checklist of basic procedures and considerations is by no means exhaustive, but is intended as an initial guide to assist 
in the preparation of business income claims. It is important to note that the items on this list may or may not apply to specific claims, 
depending upon the language of the actual insurance contract involved, and the facts of your particular claim.

Step 1. Review Your Policy
Most property policies include business income coverage to cover lost business income and at least some of the extra expenses associated 
with restoring operations after a property loss. Such coverage usually applies only to business losses caused by a covered cause of loss to 
covered property. As with any insurance claim, the first step is to review the applicable policy language.

As an insured through Irwin Siegel Agency, you are not on your own in answering these questions. Your first resource for assistance is your 
local broker. In addition, your local broker can contact ISA and we will be happy to help answer any questions either of you have. Our staff 
includes seasoned underwriters who are very knowledgeable about the coverage provided by our program and a claims liaison to assist 
with any questions regarding filing claims and to help with any bumps in the road once the claim is filed.

q What business income coverage do you have?
q How does your policy define business income coverage?
q What event(s) must occur to trigger business income coverage?
q What time period must pass before coverage is available?
	 w The policy may refer to this as the waiting period.
	 w This is similar to the “deductible amount” for property and casualty insurance and is  
  applied separately from any deductible that may apply to the covered cause of loss.
q How long does your policy provide business income insurance coverage and how much?
	 w The insurance policy generally covers business income losses over the shorter of:
  • The time period the business sustains a loss; or
  • The time period specified in the policy.
	 w The insurance coverage may limit business income losses to a maximum amount.
	 w Coinsurance and wind/hail deductibles may apply to your loss.

Step 2. Prompt Notice to Insurance Carrier
Give your insurance carrier prompt notice of the loss including a description of the property involved. It is important to know that 
property insurance policies, including business-interruption coverage, may include limitations on when a claim can be made. These 
time limits vary from policy to policy. Failure to give notice to the insurance company within these time limits, or otherwise satisfy such 
limitations, can invalidate a claim. Notice should provide the following basic information:

q Name and address of insured
q Location of loss
q Branches involved
q Date and time of loss
q Contact name
q Office phone and fax number
q Cell phone numbers if possible
q A brief description of loss
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Step 3. Mitigation and Recovery
Take reasonable steps to protect the property from further damage. Policies generally require a policyholder to mitigate its losses.

q Are you able to access alternative facilities?
q Could services be conducted elsewhere?
q Can rental equipment, overtime or additional shift work be used? At what added cost?
q How much overtime is required to care for your consumers or provide services during the period of business interruption?
q Will you be able to provide services during the period of business interruption?

Step 4. Set Up Separate Accounts
Establish separate or sub accounts to maintain a record of all expenses incurred due to the damage. The accounts can be set up as an 
insurance receivables account on the balance sheet of a fire expense account or on the profit and loss statement (with the former being 
the preferable method). A list of expenses to charge to the ledger account include:

q Repair costs
q Internal labor costs
q Rent for a temporary location
q Transportation expenses incurred to relocate
q Debris cleanup
q New computers installed at a temporary location, network connectivity, data storage
q Additional marketing and advertising
q Temporary repairs
q Equipment rental (e.g. generators)

Step 5. Gather Pertinent Financial and Legal Documentation
The following is a list of documents that will be required for all losses:

q Overview of business operations
q Descriptions of programs and / or services offered at the loss location
q Documentation of program fees lost and description of services or consumers that were transferred to other locations
q Monthly cost center reports and Medicaid rate sheets for the two years preceding the loss year and for the  
 entire year(s) that is impacted by the loss
q Annual income tax returns for the two years preceding the loss year (Returns that are lost or unavailable may be  
 requested on Internal Revenue Service Form 4506)
q Monthly profit and loss statements for two years preceding the loss year and for the entire year(s) that is impacted  
 by the loss
q Payroll reports by pay period for the three months preceding the loss and for the entire loss period.
q Business lease and rental agreements

The following is a list of additional documents that may be required depending on the size and complexity of the loss:

q Forms W-2 and Forms 1099 prepared for any employee or independent contractor for the past two years
q Aged accounts receivable schedules for most recent period
q Weekly billings and receipts for the past two years during the same period of time as the loss
q Depreciation schedules for the most recent period
q Annual financial statements for the past three years
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q Monthly sales tax returns for the past three years filed with state or local governments
q Market share statistics
q Equipment and facility replacement timetables and costs and any expediting costs
q Budgets or projections of future operations
q Articles of incorporation and bylaws, or collaborative agreements
q Minutes of board of directors meetings for the past two years
q Business contracts and agreements
q Documentation of overtime or additional time including employee name title or capacity, regular job, description of the 
 additional work performed, dates and number of hours involved, and a calculation of the hourly wage including benefits.
q Other documentation as required by the insurance companies

Step 6. Determine the Probable Period of Interruption
Under most business income policies, the period of loss is determined by the time it should reasonably take to repair, rebuild, or replace 
the property after the initial damage has been sustained. In addition, many policies contain language holding that the period of loss does 
not include idle periods in which the business would have ceased operations for any other reason besides the insured risk. The period 
of loss is generally held to terminate when the repairs to the damaged property have been completed. This is usually referred to as the 
Period of Restoration.

Step 7. Calculating the Business Income Loss
Your insurance policy will define the terms of your coverage:

• Coverage may be provided for your lost BUSINESS INCOME during the interruption period.
• Coverage of lost BUSINESS INCOME is generally the amount of lost revenues less the expenses that would have been  
 incurred to produce the lost revenues. (Consideration needs to be given to decreases in revenue that are not related to  
 loss,(i.e. market conditions, seasonality) These should not be included in the loss computation.)

BUSINESS INCOME
Calculation of business income insurance coverage for lost profits: LOST REVENUES

q What is the loss period according to the terms of the insurance policy?
q What revenues would have been produced during the loss period had there been no loss?
q What revenues were actually produced during the loss period?
q The difference equals LOST REVENUES

Here are some things to consider when calculating your business income loss:

• A non-profit agency is not typically operating at a profit. The fact that your agency does not show a profit,  
 does not preclude you from having a business income loss.
• For some programs it may be difficult to determine the loss of revenues for a single location because the  
 reimbursement for that location may be included with a number of other locations.
• Typically an agency will have other ways of documenting the expenses and revenues for each location they operate and  
 you could go to that document to get the information for the location involved in the business income loss.  
 (Some agencies may refer to this document as a Cost Center.)
• Medicaid rate sheets will show the reimbursement for each individual at the location which would help you calculate  
 your revenues at the location that had a business income loss.
• Using the Cost Center information that documents the expenses for the location and the Medicaid rate sheet to assist in 
 calculating the revenues for the location will assist your agency in calculating the business income loss for a single location.
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Calculation of business income insurance coverage for lost profits: SAVED EXPENSES

q First Expenses have to be separated into fixed and variable.  Generally speaking, only changes in variable expenses should be  
 subtracted from the loss as long as they decrease because of the damage.
 • One example might be if your Administration Office was damaged or destroyed by a covered cause of loss, the supplies  
  that you would normally order: paper for your copy machines, toner for your printers, and other office supplies,  
  would not be needed during the period of loss and the cost of such supplies would be subtracted from the loss.
q What expenses would have been normally incurred to produce all revenues during the loss period had there been no loss?
q What actual expenses were incurred to produce actual revenues during the loss period?
q The difference is SAVED EXPENSES.

Calculation of business income insurance coverage for lost profits:
LOST REVENUES - SAVED EXPENSES = LOST BUSINESS INCOME

The carrier would then apply appropriate deductibles, waiting period and other policy provisions including coinsurance pursuant to the 
coverage purchased.

EXTRA EXPENSE
Does the insurance policy provide coverage for “Extra Expenses”? Consult with your local agent for specific language of your policy. 
Normal Expenses that otherwise would have been incurred should be deducted from your extra expense claim. 
Examples include:

• If an insured rents a generator to maintain power to a building, they should deduct the utility expense  
 they do not incur while the rental generator is on site from their extra expense claim.
• In calculating extra expense for employee payroll, only the hours above what the employee would  
 normally work can be counted in your extra expense claim.

The following list sets forth some representative questions that should be reviewed in calculating the extent of a business income loss. 
This list is not necessarily exclusive, nor does each of the items necessarily apply to every claim.

q What type of operation is affected (office, residential facility, workshop or school, day care, day programs)?
q Is there interdependency with other operations?
q Is operation partially or totally disrupted?
q Are consumers or clients affected? Partially? Totally?
q How long will you need to continue paying salaried employees until the business is restored?  
 Can they assist with restoration of the premises and business operation?
q Do you need to pay hourly employees to retain them during the time the business is not operating?
q Can they help with clean-up and repair during restoration?

Step 8. Proof of Loss
The carrier will prepare a proof of loss and send it to you for signature. A proof of loss provides details identifying the property destroyed 
or damaged and documents the amount of loss incurred.

THIS IS NOT A BINDER OF COVERAGE; it is information to serve as a tool and is only intended to assist our customers. It is not intended to be nor should it be relied upon as a 
substitute for the agent’s and the insured’s own risk management assessment and evaluation and determination of coverage needs. Irwin Siegel Agency and the company make 
no warranties, express or implied, as respects the type of information contained in this checklist. This checklist does not alter the terms and conditions of the policy of coverage, 
if issued, which shall govern. ©2018|ISA060518RM
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