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Product Liability Insurance for North
America can be significantly different, with
additional cover requirements not usually
found in a standard UK policy.

This brief guide provides much of what you
need to know in order to ensure you are
covered when exporting your products to
the US and Canadian markets.

The content of this brief guide is a general overview of
the insurances required as an exporter to the USA
or Canada.
Nothing in this guide should be taken as advice, every
business is different and professional advice should
always be sought.

Insurance cover should enable
you to fulfil your business’
ambitions and make the most
of opportunities - not prevent
you from doing so.
Whilst there can be
many challenges
around arranging US
export cover, they are
certainly not
impossible.
USA Protect provides insurance that gives peace of
mind, the correct product liability insurance
protection and supporting business covers when
exporting to North America.

What is US Product
Liability Insurance

US Product Liability Insurance
will provide legal defense and
pay compensation where
products that have been supplied
by you that has caused a loss, damage or injury to a
member of the public.

As a product manufacturer, a distributor or a business that sells goods throughout
the world, it is essential that the business has Product Liability Insurance in place,
particularly if you are sending your goods to the USA or Canada.
Lawsuits and actions are commonplace in the USA and they can be far more costly
than what might be seen in a UK court, so having the correct type and amount of
liability insurance cover in place will provide financial protection for businesses.
Not all liability cover is the same, usually in the UK and other parts of the World
there must be negligence, meaning that the business or an individual has to be
found to have done something wrong. In the USA or Canada however, it can be
quite different as most product liability laws are created on a state by state basis
on what is called Strict Liability albeit generally
standardised.

There can be many different entities in the chain from the manufacturer to the
end user. Responsibility depends much on the contract between parties and
whilst the manufacturer can be responsible others may be involved too.
US or Canadian contracts can be different to what may be seen in UK contracts,
this is down to the different type of legal structure. There is certain terminology
used that again might not be found in a UK contract. As an example, your
customer may also want to be included as a Dual Insured or have a Vendors
extension applied, something that you wouldn’t normally expect to see when
dealing with customers in the UK.
These types of extensions are not something you would expect to see on an
insurance policy issued for UK businesses either. Generally mainstream UK
insurers are not prepared to provide such extensions, and may not have any
provision to do so anyway. This is where a specific insurance for the USA is
required, underwritten by specialist UK insurers where extensions such as these
can be a standard inclusion.

What does Product Liability Insurance cover?
US Product Liability or Product Liability Insurance will protect against actions or
lawsuits that you may receive because the product supplied has caused loss,
damage, injury or even death to someone or their property.
As the supplier or manufacturer of the product it’s likely that the claimant will be
looking at you to provide compensation. If you have used component parts that
have failed that are made by someone else, you can still be involved in the claim
even though you may not be responsible for the loss.
Whilst you and your legal team might be confident that it’s not your fault, you
can still have potentially large legal costs to prove that point.

Why do I need product
Liability insurance
specifically for the USA
or Canada?

As we can see from the above, Legal systems in the USA differs to ours in the UK.
Besides being much more costly, legal action can come from anywhere, whether
it be individuals, businesses or class actions where lots of people can take action
against you or your company because they have suffered using your product.
When you supply a product, surprisingly it’s not just the item itself or the way it is
manufactured that may cause a problem. In the US is can be everything, from
how its designed, manufactured, marketed, advertised or perhaps just because
of a particular state statute, different states can have different laws.
How a product is used and how the instruction manual is put together can be a
problem irrespective of what the product is. It goes without saying that products
must have the correct instructions for use. The instruction manual, as an
example, must be an extension of the product and must be accurate, likewise
accurate labeling and on product instructions and warnings are essential.
When buying US Product Liability insurance, it is always wise to ensure that the
cover you are provided meets your requirements. Having an insurance policy
that states cover will only operate if a claim is bought in the UK, isn’t going to be
much help to you if the case is brought in a North American court. This is the
difference between UK and US Jurisdiction and is an important factor.
Insurance to cover your liabilities in the USA must be flexible enough to be
scalable with your business requirements. Buying insurance cover today knowing
that sales to the USA or Canada is going to increase soon could cause you a
problem. It’s always wise to ensure that you are buying insurance that is scalable
as some insurers will only provide insurance to cover the USA if your turnover
doesn’t exceed a low percentage, even as low as 15%.

What cover limits is
required when
exporting to the USA or
Canada.

When buying Public or Products Liability there is something called a Limit of
Indemnity, this is the maximum amount that the insurer will pay in the event of
a claim. This limit is applicable throughout the World, not just in the UK or the
USA and must be chosen carefully.

As a small manufacturer you might consider that levels as low as £1million will
be acceptable for your business. There is no hard or fast rule for this, however
unlike Employers Liability in the UK which has a legal minimum limit of
£5million. Public and Products Liability is not a legal requirement and therefore
it’s up to you, however being without the cover would be considered rather
reckless. Whilst it might be considered £1million is a significant amount, it really
isn’t.

You may find that if the business is supplying a particular customer, such as
large online retailer or perhaps one of the very large international supermarket
chains, they may require a minimum level of cover. You should always read the
contract very carefully to ensure their requirements are met.
The basis on which Public Liability and Product Liability works is slightly
different. A Public Liability indemnity limit is based on one single loss,
irrespective of the number of losses through the policy period, take the
example above, the policy would cover up to the limit irrespective of the
number of claims that arose in the insurance year.
Product Liability, whilst providing a similar cover to Public Liability, works on an
“Aggregate” limit which means whilst the £1million limit still applies this is the
“maximum” the insurer would pay in the insurance year and not per loss.
This an important factor to consider particularly when deciding on the limit of
indemnity. The cost of legal action in the USA can be considerable. The limit if
indemnity which is chosen should adequately represent and reflect the
risks by taking into consideration what is the product being exported, is the
customer requesting a minimum amount of cover and what might the worstcase scenario be, of course there are lots of factors that will go into this
decision.
The limit of indemnity will reflect on the premium payable for the cover, as will
the types of products being exported.
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How much does Liability Insurance cost for an
exporter to the USA?
This really is the proverbial “how long is a piece of string” question.
There can be many factors that go into the rating of a liability insurance
policy. The Public Liability section is likely to be a low premium unless the
business also provides services, such as installation.
Remember Public Liability covers the loss damage or injury to a member of
the public. As an exporter the business isn’t necessarily encountering the
Public once the product has left. Conversely, the Product itself is the
risk and will form the larger part of any premium.
If the business is a small manufacturer or supplier, then quite naturally the
premium payable will be less than a much larger business. The premium is
based usually on the annual turnover and it also depends on the product too.
The higher the risk the higher the premium.
Making jewelry for instance can be reasonably harmless, perhaps a skin
irritation could be problem, but the risk is low. Conversely some of the more
difficult products to obtain Product Liability cover for are such items as Cycles
and Baby Goods, you can probably understand why…
A simple product with a small turnover could start from as little as £250, the
higher risk businesses can be in the tens of Thousands even for a modest
turnover. Terminology that you probably won’t be used to seeing in the UK…

Vendors Extension
When dealing with the USA your customer may require you cover them as
an additional insured. This is not generally the done thing in the UK, most
insurers will refuse to add this.
A Vendors extension will extend the insurance coverage under your product
liability policy to include the customer who sells your product, this means
that your customer is also covered on your insurance policy.

Acord Forms
Not something that you will generally come across in the UK, but what is an
Acord form and what does it do?
Quite simply an Acord form provides a standard, it will provide certain
amounts of information about the insurance cover you have, the insurer,
the limits, policy coverage, excesses and other items of information. There
are different types depending on the type of insurance and they can apply
to different states when in the USA.
Do you need an Acord Form when exporting to the USA or Canada? Its very
rare that we are asked for one, many of the specialist UK insurers that will
cover the USA are mainly of the opinion that the schedule of insurance they
provide is acceptable. We would agree.

A business can seek to arrange this
insurance themselves, however, dealing
with us provides that all important “joined
up” approach to getting business insurance
in the UK and the USA working together.
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Exporters Insurance.
There isn’t just one single “off the shelf”
insurance policy, cover is usually bespoke to
the exact needs of your business.
Cover can be provided for products, from the
raw material whilst they are in production or
stored in warehousing, or whilst in transit to
their final destination.
A combined business insurance policy covers
threats to your business such as damage by
storm, flood, fire or theft. Liability insurance
protects you against any monies you must pay
in legal costs or compensation that could
become payable to a customer through
negligence or damage caused to a member of
the public or by the product you have supplied

Who needs exporters insurance?
Exporters need insurance cover to protect their liabilities and assets. It is an
essential part of business and provides protection whether it is just stock being
moved around or a full manufacturing business.
As a manufacturer, insurance provides protection for the business products,
from the raw material whilst going through a production process and its
storage, and finally the transport to its final destination, seamless protection
whatever or wherever the product.
For suppliers of products purchased elsewhere, cover for the Stock in the UK
could be required before being shipped directly to an overseas customer or
perhaps to large distribution warehouses to be sold online.
Manufacturers of all sizes rely on their
production machinery, whether that is
a single machine or a large production
areas. Protection is essential to ensure
that in the event of a loss from an
insured peril such as a fire, a flood or a
burglary there is money available to
ensure that the business is back on its
feet as soon as possible.

If the worst should happen, it’s not
just the assets of the business that
need protecting, it’s the profits and
the continuity enabling the business
to remain in business.

We hope you find this
guide useful and if you
have any questions please
contact us on

01623 889530

After a loss it could be weeks, months or
even years before the business is back
to the position it was before the loss
occurred.
Buying Business Interruption insurance
ensures the longevity of the business.

What is Business
Interruption Insurance?
Arriving at your business premises to find it on fire is going to be devastating,
what about the machinery, what about the employees, the orders, the computer
systems and all potentially destroyed, a devastating blow.
Having the comfort of knowing that whilst the business may have been damaged
there is Business Interruption Insurance cover in place, sometimes known as
consequential loss insurance. It’s there to make sure that the business continues
to survive by paying essential overheads even when you are not working and,
with the experts from the insurance company on hand you can get back to
supplying your customers as soon as possible.

After a loss it could be weeks, months or even years before the business is
back to the position it was, buying Business Interruption insurance ensures
the longevity of the business.
A business must choose how long they want the
insurer to pay, this is called an indemnity period. The minimum period
provided is usually 12 months, we however consider this far too short and
would always recommend a minimum of 24 or 36 months or 18 months is
available.

Marine Insurance Covering
your product to its destination
It’s so important that insurance covers dovetail with each other, a business
selling its products is the main reason why its in existence, when exporting
you need to move your goods to your customer, these goods need insurance
protection on their travels around the world.
Once manufactured your product isn’t quite out of the woods in terms of its
exposure to a loss, it has got a long journey ahead of it. Its journey may
consist of all types of transport, local pickup by a courier, then into a
container, more road journeys to the port and then quite possibly a long
journey by sea.
Obtaining good quality Marine Cargo Insurance will protect your goods and
products to their destination against almost everything nature or humans can
throw at them. Marine insurance will cover your products from its departure
point, which may be from a warehouse or factory, to its destination and
usually all points along the way.
Being called marine insurance doesn’t just mean by boat as one might expect,
it can be by lorry, train, by air as well as storage points along the way.

Types of business insurance for a manufacturing
business
To cope with all the risks associated with a manufacturing and exporting
business, a wide spectrum of insurance cover is available, and when you export
to the USA, wider cover such as USA Product Liability Insurance needs to be in
place.
Property Damage Insurance
Protecting your business premises, plant, machinery, fixtures and fittings,
computer systems, stock and materials.
Business Interruption
Keeping your business in business – essential cover that pays your overheads
whilst your premises are being rebuilt or repaired following an insured loss.
Public Liability
Protecting business against loss damage or injury against a member of the
public
Employers Liability
Statutory insurance for business against Injury or illness to an employee.
USA Product Liability
Just like Public Liability insurance, protecting business against loss, damage or
injury caused by a manufactured or supplied product.
Marine Insurance
Covering goods in transit from business premises to their final destination in
the USA or around the world.
Directors & Officers Liability
Companies have limited liability, Directors of Ltd companies do not, claims
against company directors are unlimited.

Cyber Insurance
Essential insurance for all types of business irrespective of the size. For
businesses that use even the simplest form of technology, cyber insurance is
there providing a wide range of protections.
Business Travel Insurance
An exporting business takes its employees to far off lands, Travel insurance
provides wide insurance cover should the worst happen whilst away from the
business.

Top 10 Tips to ensure you
get the correct insurance
cover
Make sure you understand
your exposures when
exporting to the USA.

Be mindful of the litigious
environment and high payouts
in the US and
make sure that you have
the right insurance cover
in place in case of possible
lawsuits.

It’s important to remember
that the US is made up of
50 states but 51 insurance
jurisdictions, each with
different rules, regulations and
exposures.

Do not assume that a UK policy
can just be extended to cover
the US. Insurance to cover
your liabilities in the USA
must be flexible enough to be
scalable with your business
requirements, buying
insurance cover today knowing
that sales to the USA or Canada
is going to increase soon could
cause a problem.

Be aware of the
differences in the types
of cover available in the
USA.

The legal system in the USA differs to ours in the UK and usually relies on
what is known as ‘Strict Liability’. This means that even if you have only
supplied the product you could be deemed liable for any losses that might
occur from it.

Remember that your duties
to customers are often more
onerous than in the UK; try to
prevent
any possible accusations of
‘failure to warn’ relating to
your products.

Make sure that your limits are
high enough. As an
example, think of the
substantial amount of
damages that might be
awarded against you in
something like a
product liability case.

Legal action can come from individuals, businesses or class actions where
lots of people take action against you or your company because they have
suffered from using your product.

Finally, ensure that you speak with a specialist broker such as USA Protect
who understand the US export market- giving you peace of mind that you
are correctly covered and that any claims will be dealt with by
knowledgeable people who understand the environment.

To ensure you have insurance that
provides the correct product liability
protection when exporting to North
America please contact one of our
USA Protect specialists today on
01623 889530
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