




Department of Administrative Services

POLICY INTERPRETATION
Issuing Division:  Risk Management Division

Policy Manual:  Liability Self-Insurance 125-7-201

Subject:  Coordination of Commercial and Self-Insured Coverages
Number

 1-101 and 2-201

Effective Date

June 1, 1993

Approval


This is to inform you of interpretations of the Property Self-Insurance and Agency Liability policy manuals as they were recently applied to claims or inquiries.  Please file this as part of your policy manual.

Issue:  Coordination of commercial and self-insured property coverages.

Background:  We self-insure state property losses through the state Insurance Fund.  All agencies pay for that fund through assessments.  We also buy excess property insurance and some liability policies to protect the Insurance Fund and the state against catastrophic loss.  The excess policy premiums are paid by the Insurance Fund.  We also buy special policies to cover specific risks for specific agencies, risks that they or we have identified.  We directly bill them to reimburse the Insurance Fund for the premiums on those special policies.

Which coverage is primary?  When is one or another of them your sole and exclusive coverage?

Property Coverage Answer:  If we purchase commercial property insurance for your specific property (real or personal), that coverage is your sole remedy for indemnification of loss subject to the policy terms and conditions.  This includes any coverage you purchase under purchase authority we delegate to you.  There is no coverage under the Insurance Fund even if the specific policy is not as broad as Insurance Fund coverage.

Of course, all of your other reported property is covered by the Insurance Fund under terms of the policy manual.  The fund pays for losses and for the fund’s excess or catastrophic commercial coverage.

Liability Coverage Answer:  If and when we buy any liability coverage specially for you, we will define in writing the priority and extent to which the Insurance Fund liability coverage will or will not apply.

Note:  Please be sure to file a copy of this interpretation behind both your Property and Liability Policy Manuals.
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