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Intersection of Litigation and Insurance: Common Policies 

This is the second column in a series discussing the role of insurance in defense litigation. The first column touched 
on several basic concepts like general classes of insureds (e.g., named insured, insured, or additional insured), first-party 
versus third-party insurance, and the separate, but often blurred, duties to defend and indemnify. Generally, insurance is 
the assumption of another’s risk. Risk averse individuals and entities purchase insurance to substitute a fixed cost, i.e., a 
premium, for the risk of incurring a larger cost, i.e., paying to defend against a lawsuit or satisfy a judgment. EBCF 
Enterprises, Inc. v. Erie Ins. Exch., No. 20 C 5476, 2021 WL 5280948, at *6 (N.D. Ill. Nov. 12, 2021) (applying Illinois 
law). Insurance carriers accept certain kinds of risk and, in turn, spread it among a pool of many policyholders to minimize 
the insurance carrier’s overall risk. Adams v. Plaza Fin. Co., Inc., 168 F.3d 932, 934 (7th Cir. 1999) (applying Illinois 
law). That is one reason there are many different lines of insurance available to the risk averse: different lines protect 
against different kinds of risk.  

The Illinois Insurance Code provides for and regulates classes of insurance: life, accident and health (Class 1); 
casualty, fidelity, and surety (Class 2); and fire and marine insurance (Class 3). 215 ILCS 5/4. Classes 2 and 3 include 
liability and property policies and are often an integral part of defense litigation. When defending an allegedly negligent 
driver in a rear-end collision case, defense counsel is usually retained by an insurance carrier. The defense attorney’s fees 
are paid from the liability section of the policy that covers the insured for property damage and bodily injury liability to 
third persons after an accident. The insured defendant driver may also have property or first-party coverage under that 
policy for personal injuries/medical expenses (sustained by the insured), collision (to fix the insured’s own auto), and 
comprehensive coverage (for events like flooding, theft, and fire). In Illinois, uninsured and underinsured motorist 
coverage is statutorily required. The intricacies of those coverages are best explored separately.  

Beyond auto policies, though, some of the more common liability and property policies are set out here. In general, 
liability policies provide third-party coverage for the insured’s acts and omissions that cause loss or damage to third-
parties and/or their property. Examples include: 

 
Homeowners: protects the insured if someone other than a family member residing in the home is injured on 
the residence premises or if the insured causes unintentional damage to property of another. Note: the injury 
typically does not have to occur on the insured premises.  
 
Commercial General Liability: covers businesses when a person is injured on the premises or property damage 
is caused because of the operation of the business. Common claims include slip and falls, customer injuries, and 
libel/slander lawsuits (if personal injury coverage is included). 
 
Professional Liability: covers professionals and businesses (accountants, lawyers, physicians, etc.) for claims 
by clients or customers based on negligent errors and omissions and/or wrongful acts. Usually, these policies are 
written on a claims-made basis, which means coverage is only provided for claims made during the policy period. 
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Workers’ Compensation/Employer’s Liability: pays for medical expenses and partial lost wages from work-
related injuries and illnesses and provide the employer with defense and/or indemnity if the employer is blamed 
for an employee’s injury or illness. 
 
Employment Practices Liability: protects companies against claims or lawsuits by employees, former 
employees, and employment candidates based on some conduct of the employer like harassment, discrimination, 
or wrongful termination. 
 
 

Property policies typically provide first-party coverage for damage to the insured’s own property, and include: 
 
Commercial Property: insures against damage to a company’s buildings, contents, and occasionally personal 
property of others due to a covered cause of loss like fire, explosion, windstorm, or lightning. May also include 
business income and extra expense coverage, equipment breakdown, and/or ordinance and law coverage. 
 
Business Income: commercial insurance for loss of income suffered by a business when damage to its premises 
by a covered cause of loss causes a slowdown or suspension of its operations. Coverage applies to loss suffered 
during the time required to repair or replace the damaged property and may apply to loss for a specified number 
of days after repairs are completed. This is also known as business interruption coverage.  
 
Builder’s Risk: protects property and construction materials during a construction or renovation project. These 
are typically all-risk policies, which means coverage for property damage caused by anything except what is 
specifically excluded in the policy. Typically purchased by building owners or contractors where required by 
contract. 
 
Finally, package policies provide more than one kind of coverage in the same policy, e.g., the Business Owners 

Policy (BOP) and Commercial Package Policy (CPP). The BOP includes coverages for general liability, property, and 
business interruption, while the CPP will include those coverages, plus the insured can pick and choose other coverages 
like vehicle/auto, errors and omissions, employment practices liability, pollution liability, and etc. 
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litigation. For more information on the IDC, visit us on the web at www.IDC.law or contact us at PO Box 588, Rochester, 
IL 62563-0588, 217-498-2649, 800-232-0169, admin@IDC.law. 


