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What is contractors liability insurance? 

 

The contracting trades have the most different types of risk of any type of business. The 

work can vary from the low risk interior trim carpenter to very hazardous work such as 

high rise window washing. Some contractors have offices that clients can visit. This opens 

the door for additional liability if clients get hurt on your property. If you are responsible 

for the accident their medical bills could become your responsibility. Furthermore if you 

install products, you could be held liable if the products cause physical harm to your 

clients. 

Contracting business owners trust that General Liability Insurance will cover them for 

these risks. General Liability Insurance 

can offer protection for injuries, 

accidents, and some other very limited 

circumstances. Having the coverage you 

need can be priceless in allowing your 

contracting business survive an otherwise 

costly setback. It even could put you out 

of business completely. 

How does General Liability Insurance protect your business from circumstances that are 

unanticipated? It includes protection as follows: 

● If your business caused bodily harm to a third party you have protection. An 

example of this would be if you were removing shingles from a roof, and a strong 

gust of wind came along causing a portion of them to hit a pedestrian walking on the 

sidewalk injuring her. 

● If your business causes property damage to a third party property, you are covered. 

An example would be you are washing windows at a client's house and an one of 

your employees puts a ladder through an expensive stained glass window. 
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● Completed Products Claims. General Liability Insurance can help pay for claims 

related to services you have completed and products you have produced. So if, for 

example, you install a garage door and the door falls down from the ceiling and 

injures the homeowner your contracting company could be found liable for the 

injury. With the proper coverage you will be protected. 

● If someone is injured at your office or another place where you do business, this 

policy may pay for their medical expenses and other compensation. Please note that 

General Liability Insurance covers injury-related expenses for third parties. It does 

not cover on-the-job injuries for your employees under this policy. For that 

protection, you need Workers' Compensation Insurance. 

● Harm to Reputation: Helps protect your business against certain claims of false 

arrest, malicious prosecution, libel, slander, wrongful eviction, violation of the right 

of privacy and more. EXAMPLE: You take a video of your beautiful new office space 

and inadvertently record the images of some clients in your promotional materials 

without their consent. If they sue your business you have coverage. 

● Advertising Mistakes: Helps protect your business from claims if others allege you 

infringed on their copyrights when advertising goods, products, or services in your 

advertising campaigns, social media or websites. EXAMPLE: You use an image you 

find on the Internet and you change it significantly, however the owner of the 

copyrighted image does not agree. If a lawsuit is filed your policy will provide an 

attorney to defend you. 

● Damage to premises rented to you: Helps protect your business against certain 

claims for damage to premises rented to you due to certain types of loss. Example: 

You operate a landscaping company out of a building you rent. One evening on the 

way out an employee accidentally knocks over a can of gasoline. The spilled gas 

comes in contact with an open flame from the water heater and the building burns 

down. You will have coverage. 

● Immediate Medical Expense Claims: This will start when a visitor or client is injured 

on your property. If they require immediate medical attention, this will help cover 
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that cost. This is typically thought of as a “goodwill” gesture from an insurance 

standpoint. Insurance companies have the belief that if you compensate for 

immediate medical costs, such as a trip to the ER, it lowers the chances of a lawsuit 

at a future date. 

General Liability Insurance should be considered a back plan when things go wrong. 

Accidents are unpredictable and happen to even the most conscientious business owners. 

General Liability coverage protects you against claims brought against your business, as 

well as claims brought against individuals employed by your business. General Liability 

Insurance coverage helps ensure that you can handle these unforeseen expenses without 

jeopardizing your ability to stay in business. With this coverage, you can sleep peacefully at 

night knowing you and your employees are protected from uncertainty. You will have the 

peace of mind that your business will have the money to continue operate even when faced 

with a costly claim. General Liability Insurance policies also cover the legal fees that can 

easily put a business in bankruptcy. The following items are generally covered: attorney 

fees, witness fees, court expenses, and more. 

After a lawsuit, General Liability Insurance can be the 

difference between staying in business or going bankrupt. 

If you don't have General Liability Insurance coverage, you 

would have to pay for those damages out of pocket. As you 

can imagine, that can really put a dent in not only your 

business finances but your personal finances as well. 

What kind of insurance should a contractor have? 

Artisan, General, and Specialty contractors have seen spectacular changes within their 

industry over the past decade. Along with these changes the number of lawsuits against 

contractors has increased 5 fold. For this reason alone, you must be vigilant in protecting 

yourself, your business and your family from a potentially catastrophic lawsuit. 

The following types of insurance are commonly purchased by most contractors. 
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● General Liability Insurance. 

● Workers Compensation Insurance. 

● Commercial Auto Insurance. 

● Inland Marine Insurance (Personal Property Coverage) 

● Professional Liability Insurance also known as Errors and Omissions Insurance. 

● Bonds 

It should be noted that in some instances the type of insurance you need to have is 

proscribed by the State or Municipality you are working in. Even if the State or 

Municipalities do not require you to have all these types of insurance it is a best practice to 

have a qualified agent go over your options. As every business has different circumstances, 

you may find after consultation with a qualified agent these other types of insurance make 

sense for your business. 

How much does it cost to get contractors insurance? 

Just like everything else in life insurance prices for construction businesses have been 

increasing. A variety of factors are considered for General Liability Insurance quotes, 

including policy limits and business operations. A good rule of thumb is that if you are in an 

average to low risk contractor trade, the amount you will pay will be about 1% of your 

current revenue. So for example if you have $150,000 in revenue your General Liability 

Insurance will cost approximate $1,500 per year. 

● The type of work you perform has the biggest impact on Contractor's General 

Liability insurance policy costs. Generally, high-risk industries pay higher 

premiums, while low-risk industries enjoy lower rates. If you are in a higher risk 

trade such as roofing, a General Liability Insurance Policy will cost around 2% to 3% 

of revenue. So if your revenue is $300,000 your policy will cost around $6,000 per 

year. There are a few other factors that also play a part in determining your 

premium, such as: 

● Claims History: If you have not had claims in the last 5 years your premium will be 

lower than a business that has had claims. 
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● Location of Operations: As a general rule Liberal States such as California have 

higher premiums than Conservative States such as Texas. 

● Date Business Started: Newer businesses have no claims history, so there is nothing 

for insurance company to base the risk on so the insurance for new businesses is 

generally higher. 

● Amount of Coverage: The most popular General Liability policy among customers is 

the $1 million / $2 million policy. This includes: 

○ $1 million occurrence limit. While the policy is active, the insurer will pay up 

to $1  million to cover any single claim. $2 million aggregate limit. During the 

lifetime of a policy (usually one year), the insurer will pay up to $2 million to 

cover claims. If you require higher limits the policy premium will be more. 

You however need to be careful if your State only requires that you have 

coverage for less than $1 million as the premium for policies for $300,000 or 

$500,000 are normally only less than $100 lower than the $1 million policy. 

It is just not worth the savings. 

● Amount of Revenue: This makes sense as the more work you do the greater chance 

something going wrong. 

● Number of Employees: The same reasoning the more people working the greater 

the chances of something going wrong. 
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What is Worker's Compensation insurance? 

 

Worker’s compensation insurance was established to compensate employees for medical 

expenses or lost wages as a result of work-related injuries or illnesses. 

If you have employees and you do not have coverage you run the risk of having to defend 

yourself from a lawsuit. This obviously can become very expensive if these costs are being 

paid directly by your business. Furthermore, if they are successful with their lawsuit you 

will be responsible for paying that as well. You might also find your business in legal 

trouble with the State. Most States have a legal requirement to have your employees 

covered with worker’s compensation insurance. With coverage all employees have their 

compensation claims covered for the time they are unable to work as well. This also 

provides coverage if they are permanently disabled. 

There are additional benefits you as an employer have by having Worker's Compensation 

Insurance. It suggests you are a quality employer to attract talented employees. Being 

perceived as taking care your employee’s needs, you are able to retain quality workers for 

the long-term. As we all are aware retaining and finding good employees is a difficult task. 

Due to its benefits and legal requirement, most employers obtain Worker’s Compensation 

Insurance to protect their business. However, this benefit is not available to every worker 

automatically. Some of the requirements needed for an employee to receive compensation 

coverage benefits are: 

The employer must have Worker’s Compensation Insurance- Most States make it a 

requirement for all employers to have Worker’s Compensation coverage. Others are not 

required to do so. However, any employer can purchase Worker's Compensation Insurance. 

If you do not have this coverage, the employee could file a claim against your business. 

You must be an employee as defined by federal and state laws- An employee is someone 

hired exclusively by a company either on a full or part-time basis. Independent contractors 
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do not qualify as employees. They need to have their own policy if they want coverage. On a 

side note you need to collect Certificates of Insurance from all the independent contractors 

you hire showing they have their own Worker's Compensation Insurance. If you fail to do 

this any money you paid will be added to your payroll. This can cause a large bill when you 

are completing your Worker's Compensation audit. 

All injuries must be work-related- For example, an employee falling of a ladder at a client's 

house would be covered. Injuries sustained during other activities that are not related to 

work are not eligible for Worker’s Compensation coverage. 

Sometimes, your employees may suffer from long-term effects from exposure to hazardous 

materials. Claims can also be filed in such situations. Many employees do not understand 

how Worker's Compensation Insurance works. In the beginning they are usually in the 

dark. It is only after they talk to family and friends that they do realize they may have a 

claim. 

Signing up for Worker’s Compensation Insurance to protect your employees’ welfare and 

your business is a complex process. You need to have a knowledgeable experienced agent 

to guide you through the process. This will ensure you get the proper coverage you need at 

the lowest cost. 

For an overview of the laws around the country, check out our state-by- state guide to 

Workers' Compensation laws ​AT THIS LINK​. 

How much is Workers Compensation insurance? 

Workers' Compensation Insurance is unlike other types of business insurance in that it is 

regulated differently by every State. In fact, 49 states require all businesses with employees 

to carry Workers' Compensation Insurance (the exception is Texas). While this means that 

having Workers' 

Compensation is necessary for businesses with employees, it also means the cost of this 

coverage varies significantly from one state to another. The main factors in determining the 

costs are: 
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● Type of business: The National Council on Compensation Insurance (NCCI) oversees 

Worker's Compensation issues in much of the country. The NCCI has developed a 

system of class codes to categorize the types of work people do. Currently, there are 

more than 700 codes. Each class code identifies a specific type of work. The higher 

risk a profession has, the more it costs to buy Worker's Compensation for an 

employee in that profession. It stands to reason that it would cost more to cover a 

roofer than someone that strictly works in the office answering phones. 

● Your Location: The cost for Worker's Compensation Insurance varies greatly from 

State to State. For example in Texas you will pay about $13 per $100 of payroll. In 

California you can pay as much or more than your payroll for coverage. So in 

California for example if you had $100,000 in payroll your insurance cost would be 

around $100,000. As a general rule the more liberal the State the more you will pay. 

● Age of your business: New companies will generally have to go into their State's 

assigned risk plan often times called the Pool. The Assigned Risk Plan was formed by 

individual states to make sure employers can obtain Worker's Compensation 

Insurance. As Worker's Compensation Insurance is required by law in most State, 

insurance companies that write business in that State are required to accept a 

certain number of “Pool” companies. Assigned Risk Plan rates are generally higher 

than those for the same classification codes in the standard market. Assigned Risk 

Plans are generally the market of last resort for many States. Some States administer 

their own programs while NCCI, the National Council on Compensation Insurance 

administers others. 

● Safety Record or Loss History: Worker's Compensation Insurance cost is also 

determined by your previous loss history. This is usually called your experience 

modification (EM). It is a numeric representation of your business's claims history 

and safety record compared to other business's in the same class code. The average 

company is assigned an EM of 1, if you have a poor safety and claims your EM will be 

greater than 1. If you have a good safety and claims history your EM will be less than 

1. This can greatly effect the amount you pay in premium. This may sound 
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complicated but it is actually very simple as the examples I will show will help you 

understand how important this is. Like the three little pigs, I will use as an example 

of 3 Roofers. Safe Roofer with EM of .75, Average Roofer with an EM of 1 and Risky 

Roofer with an EM of 1.25. They all have payroll of $100,000. The States rate is $20 

per $100 of payroll. Safe Roofer will pay $15,000  ($100,000@$20 per $100= 

$20,000 multiplied by EM of .75=$15,000). Average Roofer will pay $20,000 

($100,000@$20 per 

$100= $20,000 multiplied 

by EM of 1=$20,000). 

Risky Roofer will pay 

$25,000 ($100,000@$20 

per $100= $20,000 

multiplied by EM of 

1.25=$25,000). All these 

policies will have the 

same coverage. So you 

can clearly see that a safety conscious business will pay off in the end. 

Here are some examples of cost versus risk: 

● Office employee: low risk. Average around .30 per $100 worth of payroll for this 

employee. 

● Contractor: Artisan Contractor. Average around $11 per $100 worth of payroll for 

this employee. 

● Contractor High Risk. Such as a roofer. Average around $30 per $100 of payroll for 

this employee. 

● Contractor: Artisan Contractor. Average around $11 per $100 worth of payroll for 

this employee. 

● Contractor High Risk. Such as a roofer. Average around $30 per $100 of payroll for 

this employee. 
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What is Commercial Auto Insurance coverage? 

 

Commercial vehicle insurance is needed to cover the cars, trucks, and vans used in the 

operation of your business. If your business has a large fleet of vehicles or you only have 

one vehicle, you should be properly covered by a Commercial Auto Insurance policy. 

What is Commercial Auto Insurance? 

Commercial Vehicle/Auto Insurance is a policy for physical damage and liability coverage 

for usage not covered by your personal auto policy. There is a big difference between a 

personal auto insurance policy and a commercial auto policy. It is of the utmost importance 

for your business to have this coverage. Commercial Auto Insurance covers a variety of 

vehicles—from automobiles used for business, including company cars, to commercial 

trucks. Basically, any vehicle that is used for income generating purposes should be insured 

under your Commercial Auto Insurance. This policy will also include coverage for 

employees operating the vehicle. It generally covers trailers depending on the size of the 

trailer. If it is under 2,000 pounds it is covered for liability. If you have larger trailers 

and/or want to cover them in case of theft or damage you will need to add them to your 

policy and request full coverage. Remember tools or other equipment that are stored in 

these vehicles are not covered from loss by damage or theft. 

Why do you need Commercial Vehicle Insurance? 

That is a good question, because vehicles used for income producing activities are not 

covered under your personal auto policy. This is because personal auto policies were not 

meant for businesses. Commercial Auto Policies are written and rated differently. As a 

business often needs the particular coverage found in a Commercial Auto insurance policy. 

In many cases you will be forced to purchase it for larger jobs to meet contractual 

requirements. 
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Determining whether your situation requires Commercial Auto coverage can still be 

confusing. Here is more information and a couple of examples of when you need to get 

Commercial Auto Insurance. 

What does commercial vehicle insurance cover? 

Commercial vehicle insurance, like your personal auto policy, provides similar coverage 

such as liability, collision, comprehensive, personal injury protection and uninsured 

motorist coverage. There are also differences between a Commercial Auto Insurance policy 

and your personal auto policy that may include coverage, exclusions, and limits. 

What is the coverage in a commercial vehicle policy? 

Bodily injury liability coverage: This pays 

for bodily injury or death resulting from 

an accident for which you are at fault. It 

also provides you with a legal defense if 

you are sued as a result of an accident. 

Property damage liability coverage: 

Provides you with protection if your 

vehicle damages another person's 

property and provides you with a legal 

defense. 

 Combined single limit (CSL): Most liability policies offer separate limits that apply to 

bodily injury claims for property damage. A combined single limits policy has the same 

dollar amount of coverage per covered occurrence whether bodily injury or property 

damage, one person or many people. 

Personal injury coverage: Pays for the medical expenses of the driver and passengers in 

your vehicle incurred as a result of a covered accident regardless of fault. 

Uninsured motorist coverage: This coverage pays for your injuries and, in some 

circumstances, certain property damage caused by an uninsured or a hit-and-run driver. In 
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some cases, underinsured motorist coverage is also included. This is for cases in which the 

driver that caused the accident has insufficient insurance. 

Comprehensive physical damage coverage: This pays for damage to your vehicle from theft, 

vandalism, flood, fire, and other covered perils. 

Collision coverage: This pays for damage to your vehicle when it is involved in an accident. 

Are the tools and materials in my vehicle covered? 

Unattached tools and materials transported in your vehicle are not covered by commercial 

auto insurance. 

How much does Commercial Auto Insurance cost? 

Commercial Auto Insurance protects businesses against claims arising from accidents 

involving vehicles used by the business. For small contractors, the average annual cost of 

commercial vehicle insurance is in the neighborhood of $1,200 per vehicle. 

The cost of commercial auto insurance varies widely. It depends upon the number of 

variables, including the amount and types of vehicles your business uses. A policy that 

covers just one car will cost much less than a policy with a fleet of 25 trucks and other 

assorted vehicles. However, most small contractors can expect to pay around $1,200 per 

vehicle in annual premium. 

The type of vehicle you are insuring also plays a significant part in the cost of the premium. 

Most small contractors insure one vehicle, which is why their average annual premium is 

$1,200 or less. However, there are many factors that can influence the cost. For example, if 

you have a large dump truck used in your business the annual policy may be as much as 

$4,000 per year. 

What Determine Cost of Commercial Vehicle Insurance? 

Almost all contractors use vehicles as part of their profession. There are various different 

factors affecting the price of commercial vehicle insurance. A well informed contractor will 
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want to understand which factors relate to their business. They will also want know how 

those factors may affect the premium they pay. 

Here are the primary factors that determine the cost of Commercial Auto Insurance: 

● Type of Vehicle: Larger, heavier vehicles such as dump trucks will need more 

coverage. 

● Price of Vehicles: The premium for physical damage coverage is a percentage of the 

vehicle’s value. Therefore, a higher value vehicle will result into higher premiums. 

● Number of Vehicles: More vehicles will mean higher risk exposure, more coverage 

needs and higher premiums. 

● Number of employees driving: The more employees driving the higher the rate. The 

driving history of the employee’s also plays a major factor. If your drivers have DUI's 

and a history of accidents expect to pay astronomical rates. 

● Distance/Radius of Travel: Long distance, especially when crossing state lines, will 

add to the cost. 

● Coverage Types: You may need to add endorsements to the policy that apply to your 

business and may be required when working larger jobs. 

● Coverage Limits: If you are required to have higher limits on coverage you will pay 

higher premiums. 

● Deductibles: If you choose higher deductibles you will have lower premiums. 

● Credit History: Insurance companies are increasingly checking credit scores and 

history to help determine their risk and adjust premiums accordingly. Bad credit 

can increase your premiums. 

● Loss History: If you have a history of accidents and losses you will end up paying 

higher premiums. 
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What is Inland Marine Insurance? 

 

Don’t let the term “Inland Marine” confuse you. Inland Marine Insurance covers products, 

materials and equipment when transported to or from job sites or while temporarily stored 

by a third party. 

Does your business need Inland Marine Insurance? 

For many businesses, the property insurance provided by your Business Owners Policy 

(BOP) may be sufficient. We can help you determine whether purchasing Inland Marine 

Insurance is a good option for your business. 

As a contractor or construction professional, your work regularly involves the transport of 

equipment, tools, and supplies to and from your work site. While your valuable business 

assets are in transit, Inland Marine Insurance ensures their replacement should an 

accident, theft, or loss happen along the way. It also include tools, that you or your 

employees take with them when they perform a job. 

You can add Inland Marine coverage to your Property Insurance policy if it is not already 

included. Ask your agent to determine what coverage is appropriate for your contracting 

business needs. 

Contractors & Construction Professionals: Inland Marine Coverage Contractors have many 

business assets that are not only valuable, but also necessary for their work. No matter the 

location be it a work truck, job site, or storage location Inland Marine Insurance covers 

equipment and tools that are stolen, damaged, or lost. 

When shopping for coverage for your construction contracting business, keep the following 

in mind. If you your truck was stolen or a job site was broken into or destroyed by fire 

causing a loss to your tools and equipment would you have enough funds available to 
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repurchase the lost items? Your tools are your livelihood without them you would not be 

able to stay in business very long. 

How much does Inland Marine Insurance cost? 

The cost of an Inland Marine Insurance policy varies, but most small contractors will pay 

around $800 per year in premiums. The final cost will depend on a number of factors, such 

as the size of your business, the industry you are in, how much protection you need, and 

the amount of equipment and tools you want covered. 

 

Here are the primary factors affecting the cost of inland marine insurance: 

● Amount of Equipment: A larger size business, will have more equipment and tools 

as a result this will typically result in higher premiums. 

● Business Type: The industry you are in will have an effect on your premium. Type of 

Property You Are Protecting: Higher policy limits and greater risk is involved with 

more valuable assets like some construction equipment. The more expensive the 

items covered will translate into higher premium costs. 

● Loss History: If you have a history of losses you will pay a higher premium than a 

similar contractor that has no losses. 
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The best way to accurately estimate the cost of Inland Marine Insurance is to get a quote 

from ​CONTRACTORSLIABILITY.COM​. When purchasing Inland Marine Insurance, be sure to 

review the policy with the insurance representative to assure complete coverage. 
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What insurance do independent contractors need? 

 

There are two main ways for an independent contractor to get General Liability Insurance 

coverage: 

The prime contractor can add you to their General Liability policy as an additional insured. 

This will allow you to work while being covered under their policy. It is more expensive for 

the prime contractor to include you in their policy as an additional insured. They may 

decide to add you, for a number of reasons to include you depending on the situation. Some 

of the reasons are to make 

sure you actually have 

coverage. Also, they may 

want to make sure you have 

the coverage types and policy 

limits they need or are 

required to have. It is also 

more convenient for them as 

they know you have coverage 

they need, as you are well 

aware the price for convenience is usually higher. 

You can get your own General Liability policy. You can purchase your own general liability 

insurance policy. To show a customer or prime contractor that you have insurance 

coverage you request a certificate of insurance from your insurance company. This option 

is usually cheaper. 

Both options provide protection if either you or the prime contractor is faced with a 

lawsuit over third-party bodily injury or property damage. 
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What are the benefits of being an additional insured? 

An additional insured is anyone besides a policyholder who is covered by an insurance 

policy. An additional insured has less protection than the policyholder, but you still have 

important coverage, such as: 

Defense coverage. If there is a lawsuit an additional insured can receive coverage for 

lawyers’ fees, court costs, and settlements or judgments. 

Coverage for third-party lawsuits when you are being sued over bodily injury, property 

damage, and advertising injury. 

Who is responsible for adding an additional insured? 

Only policy owners can add an additional insured to an insurance policy. So, it is the 

responsibility of the policy owner to add additional insureds. 

Independent contractors in the contracts they have signed will in most cases have 

insurance obligations that they have to fulfill. These contract requirements will tell the 

independent contractor what they need insurance wise. 

The price of Independent contractor insurance varies greatly across trades. Ask your 

ContractorsLiability.com agent about the cost and benefits of getting your own insurance. 

 

  

Online Quote contractorsliability.com Call Us: (866) 255-1950 

https://farmerbrown.com/
https://contractorsliability.com/
https://contractorsliability.com/


22 Farmer Brown Insurance Agency 

Do I need insurance as a subcontractor? 

 

You may not need insurance, if you are covered under the General Contractor's policy. 

However, if you injure someone else, or make any kind of mistake that damages a third 

party property, having your own General Liability Insurance Policy can add extra 

protection for you. As you are well aware when a lawsuit is filed everyone gets sued. 

Furthermore, many companies or primary contractors will not work with you if you are not 

adequately covered. In fact, almost all General Contractors will require subcontractors 

show proof of insurance. A subcontractor who is not insured can leave the primary 

contractor vulnerable to lawsuits and other expenses. It is important for subcontractors to 

consider several different types of insurance coverage such as: 

General Liability 

You should have General Liability Insurance for your business. This insurance will cover 

situations including property damage or injuries, which can happen. There is a high 

probability that the General Liability Insurance of whoever hired you will not extend to a 

subcontractor. Also, potential clients may not want to hire you unless you have your own 

subcontractor liability insurance. This is typically true when you work with smaller 

companies or independent contractors who want to use your skills for a job. 

Do I need insurance to work as a handyman? 

If you work as a handyman, chances are you know 

the hazards that handymen take. The Handyman's 

type of work is a jack of all trades. Your jobs can 

range from painting, door hanging, simple 

electrical fixes and small plumbing jobs. This while 

good also means that you are responsible for all 

those risks if something goes wrong as well. So if 
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you are a handyman you may ask yourself, what type of Handyman insurance coverage do 

you need? 

You might have been told previously that to get a particular job, you would need proof of 

coverage or proof of insurance. A smart homeowner may ask to see your proof of coverage 

before you start any work. If you have this coverage in place it is a best practice to supply 

the homeowner with proof of insurance with your estimate. This in many cases will 

separate you from your competitors who may not have insurance. As a result you should 

get more work even if your prices may be higher. You know that insurance can help if 

someone or something is injured or damaged. You know there is insurance that covers 

replacement of stolen tools and the vehicles you use in the business. You know that a small 

handyman business such as yourself does not need a vast insurance quote. Most of you will 

only need to get basic Handyman General Liability Insurance. 

Obtaining Handyman Insurance is easier than you think. Your knowledgeable agent at 

ContractorsLiability.com​ can make sure you are not paying for more coverage than you 

need. In most handyman businesses, you are the only employee as well as the business 

owner. The only thing you really need is Handyman General Liability Coverage 

As it turns out, in general, you simply need Handyman General Liability insurance. This 

insurance policy will cover you from bodily injury to third parties, legal fees, judgments, 

damage to property, and medical expenses among other things. This will cover you in most 

of the situations that could arise on job sites and as a business owner. When looking at 

exactly what you will need, you have many coverage options, but typically Handyman 

Liability Insurance will be best with the following details: 

$1,000,000 liability coverage per claim $2,000,000 per year aggregate coverage limit 

$1,000 deductible 

What this means is that if you file an insurance claim, your Handyman General Liability 

Insurance will cover up to $1 million per incident, with a maximum of $2 million per year. 

While you might think there is no way you could do that much damage to a home or 

business owners place, but it is always a possibility. We do not recommend limits of 
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$300,000 or $500,000. The reason being is that the money you would be saving is generally 

less than $100 for these lower limits. In the event of a major loss you will be kicking 

yourself for not purchasing the higher limits. 

Other types of insurance for Handyman. 

Of course, you know that general liability coverage is not the only insurance available. 

Handyman General Liability is the basic insurance you should have. You can add a myriad 

of options insurance options such as Commercial Auto policies, Workers Compensation, 

Property Insurance, and even Inland Marine insurance that covers your tools and 

equipment. These are the types of insurance you need to look into as a Handyman. When it 

comes to your vehicle, you might think your personal insurance will cover you. The truth is 

that if you are in a work related accident with your vehicle the insurance company may 

deny the claim. We suggest buying commercial vehicle insurance, it may be a little bit more 

expensive than your personal auto policy but you will get at least the 2 following benefits: 

You know you will be covered in a work related accident. Also, as it is a business expense 

you can write it off on your income taxes unlike personal vehicle insurance. It is best to talk 

to your insurance agent about your specific business as that will change the coverage you 

need and the insurance cost you will pay. 

Summary 

Handyman insurance can come in a wide variety of insurance policies. You can get anything 

from a Handyman General Liability Insurance policy to Workers Compensation, 

Commercial Vehicle Insurance or Inland Marine Insurance. In general, you a business 

owner of a single person handyman business, you probably can get by with just general 

liability insurance. It will cover everything from property damage, settlements, legal fees 

and judgments to damage to property, bodily injury to third parties and more.  

You have many coverage options. The best starting place remains to be a Handyman 

General Liability Policy that has $1,000,000 liability coverage per claim, $2,000,000 per 

year aggregate coverage limit, and a $1,000 deductible. With this policy, you will also have 
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the option to add a commercial vehicle insurance. You will still need your own Health 

Insurance policy. Your business will be reasonably covered with just those two policies. 

How much does Handyman General Liability Insurance cost? 

 

You can expect to pay less than $1000 per year for General Handyman liability Insurance. 

This translates to less than $90 a month for protection and peace of mind. The actual 

premium will depend on what State your business is located in, the types of services you 

offer, your total revenue, and some other factors. These costs should be passed on to your 

clients. If you have 10 jobs a month simply by adding $10 to every job will cover the cost of 

your Handyman General Liability Insurance. I am absolutely positive that if you asked 

every one of your customers would you rather pay $10 less and have a Handyman with no 

insurance do the job or pay $10 more to hire a Handyman with a General Liability Policy 

with a $1 million in coverage, 99% of them would chose the Insured Handyman.  

This again would be a Handyman General Liability Policy that has $1,000,000 liability 

coverage per claim, $2,000,000 per year aggregate coverage limit, and a $1,000 deductible. 
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Why do I need to be bonded and insured? 

 

Permit bonds are required by certain governmental entities to allow various types of 

contractors (i.e. Electricians, Plumbers, Roofers etc.) to apply for a permit for a 

construction project. In most instances when a permit is required, they also generally 

require to the contractor to have General Liability Insurance before they issue a contractor 

a permit to proceed with their construction project. 

How much does it cost to be bonded? 

The cost of required permit bonds varies 

by the amount of the bond required. The 

typical cost of a permit bond is anywhere 

from $100 to $250. The cost of this bond 

varies from State to State. In almost all 

cases, the cost of the bond is $100. A 

general rule of thumb is the cost of the 

bond will be around 1% of the penalty 

amount. The exceptions being California 

and Washington where it is around 2% of 

the penalty amount. 

Another major component of the cost of 

the bond is the credit of the person 

applying for the bond. In most cases there 

is no credit check for permit bonds. If 

there is a credit check required, the price difference for contractors with good credit versus 

those with bad credit is staggering. Again California and Washington bonds are two of the 

main States where a credit check is required. An example, is the $12,000 Contractor's bond 
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for General Contractors in Washington. A contractor with good credit can obtain this bond 

for around $200 for the year. On the other hand, a contractor with bad credit will have to 

pay at least $1,200 a year for the same bond. In certain States some companies do not 

require a credit check to issue permit bonds, so it is always best to check with the 

professionals at ContractorsLiability.com for a free quote. Good credit as defined by most 

bonding companies is a credit score above 700, no bankruptcy in last 7 years. There also 

can be no unresolved claims against previously issued bonds. 

Again, the requirements for these permit bonds vary between $5,000 and $25,000, with 

$10,000 bonds being the most common. The cost of these bonds are usually $100, but can 

be slightly more for larger amounts. Additionally, most municipalities have their own bond 

form that they require. A frequently asked question we get at ContractorsLiability.com is 

“Do I need to get a new bond for each municipality or can I use the same bond?” The 

answer is yes you need a new bond for each municipality that requires a bond. There are 

no blanket bonds that cover every City. 

How Long Will it Take to Get Processed? 

Another major concern that contractors have about getting a permit bond is how long will 

it take to get processed. In all situations where the contractors credit is “good” as defined 

above or no credit check is required the bonds can be issued immediately. These permit 

bonds are in most cases, electronically sealed and can be emailed directly to the contractor 

for their signature. In some cases, an actual signature and seal is required from the Bond 

Company and in that case the bond can be delivered the next day via FedEx or regular mail 

if time allows. 

 

 

 

 

Online Quote contractorsliability.com Call Us: (866) 255-1950 

https://farmerbrown.com/
https://contractorsliability.com/
https://contractorsliability.com/


28 Farmer Brown Insurance Agency 

How much insurance do I need for my business? 

The coverage you need depends on the type of business you are in and the risk associated 

with it. The bare minimum you should have is a General Liability Policy that has $1,000,000 

liability coverage per claim, $2,000,000 per year aggregate coverage limit, and a $1,000 

deductible. 

Insurance type  Who it's for  What it does 

General liability 

insurance  

Any business.  This coverage protects against financial loss as the result of bodily 

injury, property damage, medical expenses, libel, slander, defending 

lawsuits, and settlement bonds or judgments.  

Product liability 

insurance  

Businesses that 

manufacture, wholesale, 

distribute, and retail a 

product.  

This coverage protects against financial loss as a result of a defective 

product that causes injury or bodily harm.  

Professional liability 

insurance  

Businesses that provide 

services to customers.  

This coverage protects against financial loss as a result of malpractice, 

errors, and negligence.  

Commercial 

property insurance 

Businesses with a 

significant amount of 

property and physical 

assets. 

This coverage protects your business against loss and damage of 

company property due to a wide variety of events such as fire, smoke, 

wind and hail storms, civil disobedience and vandalism.  

Home-based 

business insurance 

Businesses that are run 

out of the owner’s 

personal home.  

Coverage that’s added to homeowner’s insurance as a rider can offer 

protection for a small amount of business equipment and liability 

coverage for third-party injuries.  

Business owner’s 

policy 

Most small business 

owners, but especially 

home-based business 

owners.  

A business owner’s policy is an insurance package that combines all of 

the typical coverage options into one bundle. They simplify the insurance 

buying process and can save you money.  
1

 

1 SOURCE U.S. Small Business Administration 
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As mentioned above, if you fall into the lower risk category, you may want to consider a 

Business Owner’s Policy (BOP), which combines General Liability and Property insurance 

at a cost effective rate. 

If you are confused about where to start, either call one of the agents at 

ContractorsLiability.com​ or fill out an online quote form. If you are reading this E-Book you 

are way ahead of the game. If you want more information take a look at SBA’s Five Tips for 

Buying Business Insurance which includes tips on assessing your risk, shopping around, 

BOPs, and maintenance of your policy. 
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What insurance does an LLC or a Corporation need? 

 

When it comes to extra protection and advice, forming your business as an LLC or a 

corporation will be in your best interest should something happen that is over your 

insurance coverage limit. Think of it as a back stop if things really go sideways. This can be 

great especially for companies that work on costly job sites. Overall, always talk to an 

attorney. At the end of the day, they'll be the ones that can tell you exactly what you will 

need for your situation and business. 

Think of your LLC or corporation as bankruptcy insurance. Sure, you can not lose your 

personal assets but you sure can lose enough for it to be extremely painful. 
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What is an Umbrella Insurance Policy and how much does it 

cost? 

 

Are you a General Contractor, Artisan Contractor or the owner of some other type of small 

business looking for liability insurance? One thing you may have overlooked is an umbrella 

insurance policy. All small business owners should consider Business Umbrella Liability 

Insurance. We live in a lawsuit happy 

country. No matter how conscientious 

and attentive you are, there is always 

the possibility your business will be 

sued. You could lose everything if a 

court rules against you, including your 

PERSONAL ASSETS like your house, 

savings and vehicles. This in addition to 

probably losing your business. Just 

imagine the pickle you would be in. 

No one really expects a catastrophe to strike their business. But every small business is 

vulnerable to a major catastrophe or a huge lawsuit. Think about some of the devastating 

losses you have heard about recently and the large settlements that are awarded in courts 

these days. It is possible these losses could exceed your primary insurance coverage. The 

possibilities are mind boggling. The roofer that comes in to patch a leaky roof and ends up 

burning the facility to the ground. This loss could run into the millions of dollars and unless 

you have an Umbrella Insurance Policy the loss is coming out of your pocket. 

Umbrella insurance is important because it covers these unlikely events. It is not expensive 

and in certain instances, it could actually save your business and your assets. Umbrella 

coverage is no longer an afterthought. With a ​ContractorsLiability.com​ umbrella policy, you 
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can get up to $10 million of liability protection over and above the limits of other insurance 

policies you have for your business. ​ContractorsLiability.com​ will write umbrella coverage 

over business liability, auto liability and workers' compensation. The cost of this peace of 

mind insurance is astonishingly little. Give one of our agents a call or fill out the online 

quote form. 

Protect your business, which is probably your greatest asset with an Umbrella Insurance 

Policy. 

Think of ​ContractorsLiability.com​ the same way you would a knowledgeable personal 

friend. You trust them and they can offer some good advice they know what motivates you, 

what your weaknesses are, etc. Based on these criteria we can formulate a policy that 

works best for you, and potentially you alone. Our plan, in this case, is your personalized 

General Liability Policy with Umbrella Insurance coverage. ContractorsLiability.com has 

worked with enough General Contractors, Artisan Builders, Roofers, Plumbers, and 

Handyman businesses to understand exactly what type of coverage is best for them. 
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How Much Does Builders Risk Insurance Cost And What Is 

Covered? 

 

How Much Does a Policy Cost? 

Builders Risk policies are usually one to four 

percent of the construction cost. It will depend 

on the type of coverage and exclusions that the 

policy will have. It is also dependent on the 

location of the property. Properties near the 

coast or in areas that have a high risk of wind 

damage will be significantly higher. The 

importance of having a reputable insurance 

company is that they will expedite your claims. They will be able to assist you in solving 

any potential claims during the construction process. Some companies can cover the soft 

costs of the project. You will need to ask if this is included in your policy. If you want the 

coverage and it is not included you can ask to include it in your coverage but be aware that 

this will increase the cost of your Builder's Risk Insurance premium. 

 The builder's risk insurance is part of your project's soft costs, and even though it will cost 

you some money, it is better to have it than not having it when is needed. 

Do You Need additional coverage? 

Additional coverage may be provided for certain situations. Common Builder's Risk 

insurance coverage additions include: 

● Protection of your property from loss while being transported to the job site. 
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● Additional coverage for scaffolding, construction firms, and temporary structures, 

but only while they are at a location, you have reported. Property that will be used 

or installed in the secured location and pertaining to the insured property. 

● The builder's risk insurance policy will pay your expenses to remove debris of 

covered property. This debris must result from a loss that is covered under the 

policy. 

● Water damage from the back-up of sewers and drains is usually covered. 

It is really important to highlight this additional information that you should know: 

● The insurance will not cover the property of others. 

● Sub-contractors are required to have their own insurance. 

● There is no coverage for tools or equipment unless this is specifically added. 

● There is no coverage for professional liability. 

● It does not cover accidents at the job site. 

Usually, coverage ends when the building is completed or occupied. 

The premium for the policy is fully 

earned. Builders risk insurance unlike 

most other types of insurance can be 

purchase in terms of 3 months, 6 

months or on annual basis. What the 

fully earned premium means, is that 

say for instance you buy a 6 month 

term policy and the project is done in 

5 months you will not be entitled to 

any refund of premium. It is also important to make sure that if your project is running 

behind schedule you contact your agent to obtain an extension. If there is a gap in coverage 

it is very difficult if not impossible to secure other coverage. 
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SUMMARY 

 

According to the SBA the following are Six Key Points to Remember when obtaining 

Insurance. 

1. Check federal, state, county and local laws for insurance requirements. 

2. Paying Unemployment Insurance and Worker’s Compensation premiums on time 

will keep your business reputation intact and help you avoid costly penalties. 

3. Professional licensing may require additional insurance or surety bonds. 

4. Lenders and investors often require you to obtain certain types of insurance. 

5. Insurance: 

● Minimizes the impact risks can have on your ability to continue operations 

Impacts continued financing 

● Helps retain employees 

● Provides protection from liability claims 

6. Your location, facilities, autos and type of business operations all help determine 

your insurance needs. 

 

Please note: 

The above E-Book is meant as general information and as general policy descriptions to 

help you understand the different types of coverage. These descriptions do not refer to any 

specific contract of insurance and they do not modify any definitions, exclusions or any 

other provision expressly stated in any contracts of insurance. We encourage you to speak 

to your insurance representative and to read your policy contract to fully understand your 

coverage. 

TMH 
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