Insurance

If you decide to start your own business, at some point in your business planning you will need to start thinking about the insurance cover you will need to run your business safely and responsibly.  

Why do I need insurance?

Some types of insurance are compulsory – which means you are legally obliged to buy it.  These include:

· Motor insurance – if you own and drive a car then you are legally obliged to buy Third Party Motor insurance to protect you and your vehicle should you have an accident and also any third party (other driver, pedestrian or vehicle) you may injure or damage as a result.
· Employer’s Liability insurance – if you run a business that employs other people then you are legally required to buy Employer’s Liability insurance
Some types of insurance are optional but are worth considering as they could protect you against losses that could put you out of business and leave you in debt.  These might include:

· Contents insurance – if you bought tools or stock to operate your business and those were stolen, contents insurance could cover the cost of replacing those tools or stock.  
What do I need to be covered for?

Each business will have its own individual insurance requirements but we have listed some below for you to consider:

· Motor insurance – if you own and drive then it is compulsory for you to have Third Party Motor Insurance.  Many car owners choose to buy comprehensive insurance which means that your vehicle will be covered for an accidental damage, including theft.  If you have a vehicle at the moment and you’re intending to use it for business rather than just personal use, you will need to tell your insurance company or broker.  If you are using a vehicle to transport goods for your business then Motor Insurance will not be enough – you will need to take over Commercial Vehicle Insurance.  
· Property insurance – for your business assets such as machinery, tools, building, stock and other equipment, policies are normally listed under a Property insurance section.  Look out for all risks cover which means that you will be covered for any accidental loss or damage to the property you have insured, from any cause other than those listed in the policy exclusions.  Most property insurance policies will include an excess.  If your policy states that you have an excess of £100 then it means that you will not be covered for the first £100 of any claim you make.   Therefore if you put in a claim of £500 that is accepted by your insurance company, you would receive a payment of £400 to cover losses or damages.  
· Employer’s Liability insurance – you are legally obliged to buy Employer’s Liability insurance if you employ anybody in your business, including part-time or temporary staff.  The law says that if you employ somebody, you must have insurance to cover any claims they make against you if they are killed, injured or become ill as a result of the work they do in your employment.  
· Public Liability insurance – this covers you if a member of the public sues you for injury or damage you have caused them or their property.  If you accidently burn down a client’s house whilst fitting a pipe, or electrocute a passer-by whilst steam-cleaning a car, you could be sued for damage or injury.  A public liability policy appropriate for your business should cover any loss resulting from this type of lawsuit.  
· Contents insurance – if you have premises insurance, you will generally only be covered for damage to the physical building.  You will need to take out contents insurance to cover you for any losses or damage to stock, machinery or other contents.  You have the choice of either replacement as new insurance or indemnity insurance.  Many business owners choose an indemnity policy meaning that the cost of any wear and tear on contents is deducted from the claim.  You can also choose a business interruption policy that covers you for any loss of profit or additional costs you incur as a result of damaged equipment.  
· Working from home policies – if you are running your business from home, many insurance companies offer policies that will cover your home contents but also your business equipment, stock and your earnings and liabilities as well.  
Tips for getting the right insurance policy

1. Always ensure that you check what exclusions there are to an insurance policy you’re buying
2. Make sure you name your business on any insurance policies you take out and not yourself

3. The amount of any excess will vary between insurers so check that you know the value of any excess included in your policy
4. Many insurance companies offer policies designed for specific trades that include all of the cover listed above in a neat single document.  These policies are available for trades including: 
· restaurants

· shops

· hotels

· motor traders
· plumbers

· electricians

· builders

5. If you intend on running your business from home, you should tell your insurance company or broker. 
How do I go about getting insurance?

There are lots of products out there to choose from and sometimes it can be difficult to know how much you should be paying for insurance.  In addition, insurance companies tend to ask a lot of questions which can be daunting and time-consuming.  

Several companies who support The Prince’s Trust have decided to work together to help young people, like you, on the Enterprise Programme understand and buy insurance.  All you have to do is call 0870 950 1790*, a helpline run by The British Insurance Brokers Association (that represents the interests of insurance brokers, intermediaries and customers) and tell the person who takes your call that you are on The Prince’s Trust Enterprise Programme and they will transfer you to a selected insurance adviser.  
*Please note there will be a call charge for ringing the telephone number above.

What information will I need to give?

To help you arrange appropriate insurance cover, the adviser will ask you a number of questions about you and the business you hope to set up.  You need to tell them everything about your business, how you will be operating, where you will be operating – as much information as possible.  You will also need to be honest with the adviser if you have broken the law or made a claim in the past.  The adviser will guide you through answering all the relevant questions.  
