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Liability insurance is an insurance product that provides protection against claims resulting from injuries and damage to other people or property. Liability insurance policies cover any legal costs and payouts an insured party is responsible for if they are found legally liable. Intentional damage and contractual liabilities are generally not covered in
liability insurance policies. Unlike other types of insurance, liability insurance policies pay third parties, and not policyholders. Liability insurance provides protection against claims resulting from injuries and damage to people and/or property.Liability insurance covers legal costs and payouts for which the insured party would be found
liable.Provisions not covered include Intentional damage, contractual liabilities, and criminal prosecution.Liability insurance is often required for automotive insurance policies, product manufacturers, and anyone who practices medicine or law. Personal liability, workers' compensation, and commercial liability are types of liability insurance. Liability
insurance is critical for those who are liable and at fault for injuries sustained by other people or in the event that the insured party damages someone else's property. As such, liability insurance is also called third-party insurance. Liability insurance does not cover intentional or criminal acts even if the insured party is found legally responsible.
Policies are taken out by anyone who owns a business, drives a car, practices medicine or law—basically anyone who can be sued for damages and/or injuries. Policies protect both the insured and third parties who may be injured as a result of the policyholder's unintentional negligence. Liability insurance is also called third-party insurance. For
instance, most states require that vehicle owners have liability insurance under their automotive insurance policies to cover injury to other people and property in the event of accidents. A product manufacturer may purchase product liability insurance to cover them if a product is faulty and causes damage to the purchasers or another third party.
Business owners may purchase liability insurance that covers them if an employee is injured during business operations. The decisions doctors and surgeons make while on the job also require liability insurance policies. Personal liability insurance policies are purchased primarily by high-net-worth individuals (HNWIs) or those with sizeable assets,
but this type of coverage is recommended to anyone with a net worth that exceeds the combined coverage limits of other personal insurance policies, such as home and auto coverage. The cost of an additional insurance policy doesn't appeal to everyone, although most carriers offer reduced rates for bundled coverage packages. Personal liability
insurance is considered a secondary policy and may require policyholders to carry certain limits on their home and auto policies, which may result in additional expenses. The global liability insurance market size was valued at more than $25 billion in 2021, and is expected to reach $433 billion by 2031. Although commercial general liability insurance
protects against most legal hassles, it doesn't protect directors and officers from being sued, and it doesn't protect the insured against errors and omissions. Companies require special policies for these cases including: Errors and Omissions Liability Insurance (E&O): An errors and omissions liability insurance policy covers lawsuits arising from
negligent professional services or failing to perform professional duties. Lawyers, accountants, architects, engineers, or any business providing a service to a client for a fee should purchase this form of insurance. An E&O policy does not cover criminal prosecution, fraudulent or dishonest acts, or claims against bodily injury. The insured, however, is
covered for attorney fees, court costs, and any settlements up to the amount specified by the insurance contract. Directors and Officers (D&O) Insurance: This type of policy protects directors and officers of large companies against legal judgments and costs arising from unlawful acts, erroneous investment decisions, failure to maintain property,
releasing confidential information, hiring and firing decisions, conflicts of interest, gross negligence, and other errors. Most D&O policies exclude coverage for fraud or other criminal acts. Premiums depend on the company, its location, industry type, and loss experience. Business owners are exposed to a range of liabilities, any of which can subject
their assets to substantial claims. All business owners need to have an asset protection plan in place that's built around available liability insurance coverage. Here are the main types of liability insurance: Employer’s liability and workers' compensation is mandatory coverage for employers which protects the business against liabilities arising from
injuries or the death of an employee. Product liability insurance is for businesses that manufacture products for sale on the general market. Product liability insurance protects against lawsuits arising from injury or death caused by their products. Indemnity insurance provides coverage to protect a business against negligence claims due to financial
harm resulting from mistakes or failure to perform. Director and officer liability coverage cover a company's board of directors or officers against liability if the company should be sued. Some companies provide additional protection to their executive team even though corporations generally provide some degree of personal protection to their
employees. Umbrella liability policies are personal liability policies designed to protect against catastrophic losses. Coverage generally kicks in when the liability limits of other insurance are reached. Commercial liability insurance is a standard commercial general liability policy also known as comprehensive general liability insurance. It provides
insurance coverage for lawsuits arising from injury to employees and the public, property damage caused by an employee, as well as injuries suffered by the negligent action of employees. The policy may also cover infringement on intellectual property, slander, libel, contractual liability, tenant liability, and employment practices liability.
Comprehensive general liability policies are tailor-made for any small or large business, partnership or joint venture businesses, a corporation or association, an organization, or even a newly acquired business. Insurance coverage includes bodily injury, property damage, personal and advertising injury, medical payments, and premises and operations
liability. Insurers provide coverage for compensatory and general damages for lawsuits but not punitive damages. Personal liability insurance covers individuals against claims resulting from injuries or damage to other people or property experienced on the insured's property or as a result of the insured's actions. Business liability insurance instead
protects the financial interests of companies and business owners from lawsuits or damages resulting from similar accidents but also extending to product defects, recalls, and so on. An umbrella insurance policy is additional liability insurance coverage that is purchased and goes beyond the dollar limits of the insured's existing homeowners, auto,

or watercraft insurance. Umbrella policies tend to be affordable and offered in increments of $500,000 or $1 million. Usually, you must have liability coverage in place when an event happens that results in a claim. Backdated liability insurance, however, is insurance that provides coverage for a claim that occurred before the insurance policy was
purchased. These policies are uncommon and usually available only to businesses. Liability insurance protects individuals and businesses from financial losses due to lawsuits alleging property damage or bodily injury to others. The Key Benefits of Liability Insurance: Protects from lawsuits: Covers legal costs and payouts due to injuries or property
damage to others you're responsible for. Financial safety net: Pays for settlements and judgments if found liable. Covers common risks: Protects against accidents, negligence, and unexpected events. Various types available: Personal, commercial, product liability, and more (link to a section explaining types). Often required: The annual premium is
the cost of the annual insurance policy, paid by the policyholder. It is the price the policyholder pays to the insurer to enter into the policy contract. What does liability mean in an insurance policy? In an insurance policy, liability refers to coverage for legal costs and payouts that the insured becomes legally obligated to pay to a third party due to
bodily injury or property damage they caused. Liability insurance acts as your safety net in case you're found legally responsible for causing injuries or property damage to others (third parties). Here's a simplified overview of how liability insurance works: Coverage Trigger: An accident, negligence, or product defect leading to a claim. Third-Party
Claims: Liability insurance covers claims from the injured person or damaged property owner, not yourself. Defense and Settlement: If a lawsuit arises, your insurer will provide legal defense and cover settlements or judgments up to your policy limit. Investigation and Negotiation: The insurer investigates the claim and negotiates with the third party
to reach a fair settlement. Policy Limits and Deductibles: There's a maximum amount your insurance will pay (policy limit) and an upfront amount you pay before coverage kicks in (deductible). Examples: Imagine causing a car accident. Liability insurance would cover the other driver's medical bills and car repairs (up to your limit). If you run a
business and a customer is injured by a faulty product, liability insurance might cover their medical expenses. It's crucial to note that the insured must report incidents promptly and cooperate with their insurance company during the claims process. Failing to do so could result in denial of coverage. Remember, the obligations of both parties, the
insured and the insurer, are spelled out in the policy contract. Liability insurance protects individuals and organizations from financial losses resulting from claims or lawsuits filed by third parties due to negligent acts of the insured or its employees. These claims typically arise when the insured party is found responsible for causing harm or injury to
another person or damage to another's property. The liability insurance covers the costs of legal defense, settlements, or court-ordered judgments for covered incidents. The general liability insurance market (not including professional and other types of liability) is the largest in the United States, with a staggering $315 billion USD in 2021, according
to the Organization for Economic Co-Operation and Development. As such, we have covered Commercial General Liability here. Please refer to it to learn the specifics. Here, we shall cover an overview of general liability insurance. Understanding liability insurance means knowing what entity plays what part. It's essential to comprehend
terminologies used in the insurance market. We shall briefly elaborate on them here: Named Insured: The legal entity purchases the liability insurance policy. The insured must own or have an insurable interest in the sought coverage. The insured must pay regular premiums to maintain coverage. The named insured is party to the insurance contract
(policy). Insurer: The insurer is the insurance company that provides the liability coverage. They collect premiums from policyholders and pay claims that are covered in the policy contract. Policy: The contract between the insured and the insurer that lays out each party's responsibilities and obligations. Policy Limits: Liability insurance policies come
with coverage limits, representing the maximum amount the insurer will pay for a covered claim. These limits can vary, and the insured chooses the coverage limit they want and the options available. Premium: The annual premium is the cost of the annual insurance policy, paid by the policyholder. It is the price the policyholder pays to the insurer to
enter into the policy contract. Coverage Types: Liability insurance can take various forms, including personal liability insurance, auto liability insurance, and professional liability insurance (e.g., malpractice insurance for healthcare providers and errors and omissions insurance for other professional fields). Many types of liability coverage exist, such
as employment practices, pollution, cyber, and directors and officers liability. This list is not all-inclusive. There is no one policy to cover all types of liability, and most businesses need various liability policies to cover their operations. Liability insurance is essential for all businesses. Generally, a Business Owners Policy (BOP) covers property and
general liability. Please refer to our guide here for more information on the BOP. The benefits of liability insurance are elaborated below: Legal Protection: Liability claims can lead to costly legal battles. Insurance companies provide the resources to hire lawyers and navigate the legal process effectively for their insureds on covered claims. Financial
Protection: Without liability insurance, individuals and businesses could face severe financial strain when faced with lawsuits to pay for legal defense or settlements out of pocket. Compliance: In many cases, a specific type of liability insurance is legally required. For example, auto liability insurance is mandatory in most states to cover legal damages
in the event of an at-fault car accident. Peace of Mind: Knowing that you have liability insurance provides peace of mind, allowing you to focus on your business activities without worrying about potential legal or financial liabilities. In conclusion, liability insurance is a vital risk management tool that transfers the risk of the insured's operations to the
insurance company. It provides protection and peace of mind for business owners. It safeguards against the financial repercussions of unforeseen accidents, allowing policyholders to navigate potential liabilities confidently. Whether auto accidents, personal injury claims, or professional disputes, liability insurance is a cornerstone of responsible
financial planning and risk mitigation. At Insurance Advisor, we take care of the needs of our clients, preparing the right policy coverage and affordable premiums to ensure they are adequately protected from risks. Give us a call or contact us at InsuranceAdvisor.com. The key components include: Insured: The person or entity that purchases the
policy. Insurer: The insurance company providing coverage. Policy: The contract between the insured and the insurer Policy limits: The maximum amount the insurer will pay for a covered claim. Premium: The cost paid by the policyholder to maintain coverage. Coverage types: Different forms of liability insurance, such as personal, auto, professional,
and general liability insurance. Liability insurance works by: Purchasing coverage: Policyholders select and buy a liability insurance policy. Paying premiums: Regular premiums are paid to the insurer to maintain coverage. Incident occurrence: When an incident harms someone or damages their property, they may file a claim or suit for damages.
Claim evaluation: The insurer's adjuster or legal counsel determines coverage eligibility. Legal defense: If necessary, the insurer provides legal representation and covers legal defense costs. Settlement or judgment: The insurer negotiates settlements or defends the policyholder in court, paying costs up to policy limits. Liability insurance comes in
various forms, including but not limited to: Personal liability insurance: Protects individuals from personal injury or property damage claims and is included on homeowner insurance policies. Auto liability insurance: Mandatory coverage for vehicle owners, covering damages from at-fault car accidents. Professional liability insurance: Known as
malpractice insurance, it's for professionals like doctors, lawyers, or consultants. General liability insurance: Protects businesses from various liability claims, including bodily injury and property damage. Liability insurance policies have coverage limits, representing the maximum amount the insurer will pay for a covered claim. Policyholders can
choose coverage limits based on their needs and budget. Some forms of liability insurance, such as auto liability insurance, are mandatory in many states. Physicians must have professional liability to practice in most states as well. However, other types of liability insurance are typically optional but strongly recommended for businesses to protect
against financial risks. To file a liability insurance claim, follow these general steps: Please contact your insurance agent or company immediately after an incident. Provide detailed information about the incident, including date, location, what happened, and involved parties information contact. Who, what, when, and where, the 4 Ws. Cooperate fully
with your insurer during the claims process, including providing documentation or statements. Allow the insurance company time to assess the claim's validity and determine coverage. Yes, liability insurance typically covers legal fees associated with defending a claim or lawsuit. This coverage is a significant benefit as legal expenses can be
substantial. The cost of liability insurance, known as the premium, varies depending on many factors, including the type and amount of coverage, the policyholder's risk profile, location, revenue, coverage and limits purchased, and the insurer. Policyholders can get quotes from different insurers to find the best rates for their needs. You may also like:
In the world of professions and businesses, quality and professionalism are the hallmarks clients use to justify put.. Read More Malpractice insurance, often referred to as professional liability insurance, is a critical form of protection for i.. Read More By clicking sign up, you agree to receive emails from Insuranceopedia and agree to our Terms of Use
& Privacy Policy. 3 minminute to read Liability coverage may apply in a variety of situations where you're liable for someone else's injuries or damaged property. Here are some examples of what liability coverage may cover, broken out by type of insurance: Vehicle insurance (including car, motorcycle, RV, boat, and others) Injuries you cause to
someone else while driving Damage you cause to other vehicles while driving Damage you cause to someone else's property, such as a mailbox or street sign Legal expenses for accident-related lawsuits Property insurance (including homeowners, condo, renters, and others) Others' injuries that occur on your property that you're responsible for
Damage to other people's property that you're responsible for Legal expenses for lawsuits related to injuries or property damage Keep in mind that liability insurance coverage doesn't cover your own injuries or damaged property. It only applies in situations where you're legally responsible for someone else's damages.Watch our guide to liability
coverage for some quick snippets on how it works, what it covers, and more:Play Video Answers | What Is Liability Insurance Coverage? Learn how liability coverage works, and how to choose the right coverage limit for you. Copyright [2015 - 2023] Progressive Casualty Ins. Co. All Rights Reserved.On Screen Text:What is liability insurance coverage?
Voice Over:Liability insurance coverage protects you financially if you're responsible for someone else's injuries or damaged property.On Screen Text:Here's how liability coverage can helpVoice Over:For example, if you back into someone's car, your auto policy's liability coverage could pay for the damage to their vehicle.On Screen Text:Vehicle and
property insuranceVoice Over:Most vehicle and property insurance policies, including auto and homeowners insurance, come with liability coverage.On Screen Text:How much liability coverage do I need?Voice Over:When you quote a policy with liability coverage, you'll choose a coverage limit — the maximum amount your policy will pay for injuries
or property damage you cause to others.On Screen Text:Choose a liability coverage limit that matches or exceeds your net worthVoice Over:It's a good idea to choose a liability limit that matches or exceeds your total net worth, so your assets are well-protected.On Screen Text:Find out what coverage is best for you!Voice Over:With liability coverage,
you can worry less and enjoy greater peace of mind. Contact Progressive today to find out what coverage is best for you.Pro tip:Liability coverage limits for different types of vehicles are typically represented by three numbers, e.g. 25/50/25. These numbers represent how much you're covered for bodily injury per person ($25,000), bodily injury per
accident ($50,000), and property damage per accident ($25,000). For personal liability coverage, you select one total limit, typically ranging from $100,000 to $500,000. Liability insurance can also be purchased by business owners. This coverage is typically called "general liability insurance" and should be purchased separately from any personal
vehicle or property insurance. It's designed to protect businesses from claims related to others' bodily injury, property damage, and more. This coverage can be purchased separately, or it may be combined in a business owners policy (BOP). If you're a business owner, learn more about what general liability insurance covers. Do I need liability
insurance? To drive a car legally, nearly every state requires car liability insurance. And you're typically required to carry the same amount of liability coverage on your motorcycle insurance and RV insurance policy as you do on your car insurance policy. There are no state property insurance requirements for personal liability coverage. However,
mortgage lenders typically require borrowers to purchase homeowners insurance, which includes personal liability coverage. Some landlords and property owners may require you to carry renters insurance, which also includes personal liability coverage.Even if you aren't required to carry some form of liability coverage, it's worth considering for the
peace of mind it can offer.Coverages explainedTerms & definitionsReading your policy All it takes is a few clicks. Liability insurance is a general term to describe different types of insurance coverage that help protect you or your business from liability risks. Liability insurance helps protect you financially if you're found legally responsible for
property damage or personal injury to a third party. This liability protection is part of most home, auto and business insurance packages and customized for different situations. There are different types of insurance coverages that you can get to help protect your business from liability claims. Common business liability insurance coverages include:
General liability insurance to help cover claims alleging that your business caused bodily injury or property damage to someone else or their belongings. Professional liability insurance to help cover your legal costs and judgments made against you if a client sues your business for any mistakes made during professional services your business
provides. This coverage is also known as errors and omissions insurance. Data breach insurance, which helps you respond to a breach if personally identifiable information is stolen from your business. Some insurers may refer to this coverage as cyber liability insurance. Commercial umbrella insurance to help cover the costs that exceed your
underlying liability coverage limits. Commercial auto insurance to help protect you and your employees on the road if you drive a company-owned car for business. It can help cover someone else's property damage and injuries if you cause an accident. You may want to consider coverage to help protect you in personal situations, including: Personal
liability insurance to help protect you if someone gets hurt while on your property. It can also help cover you if you're responsible for damaging another person’s property. This coverage is part of your homeowners or renters insurance policy. Bodily injury liability insurance to help pay for medical expenses resulting from a car accident that you
caused. Property damage liability coverage to help pay for repair damages from an accident you caused or that you're found responsible for. Depending on the type you have, a liability insurance policy helps protect you or your business from a covered loss. These policies work when: A loss occurs during your policy period You file a claim with your
insurance company You have a covered cause of loss It’s a good idea to check each liability insurance policy you have to make sure you understand how it works. Policies may have exclusions (things that are not covered) and list the types of losses they won’t cover. Nearly all states require that you have auto insurance, which includes liability
insurance. This protects you if you injure another party or cause property damage in an accident. Not all states require you to have personal liability coverage, which protects you if someone is injured on your land or property. However, mortgage lenders often require liability coverage in a homeowners insurance policy. In addition, some landlords
may also require liability insurance in a renters insurance policy. You may consider having liability insurance coverage to help protect you and your assets against unexpected costly claims. When selecting your coverage limits, you should determine what assets you want to protect, such as your home, savings and investments. It is recommended that
you select a coverage limit for your policy that matches or exceeds your net worth so you have enough coverage to protect your assets if someone sues you. Your state may have minimum liability insurance requirements for car insurance policies. State car insurance laws vary, but you'll likely need to have minimum coverage for: Bodily injury liability
Property damage liability For other types of liability insurance, several factors can impact your coverage needs. These include: Your claims history Your location The type of business you have How many years you’'ve been in business You can work with an insurance agent or specialist to better understand your local laws. This can help you make sure
that your coverage complies with state rules. Liability insurance helps cover third-party claims of property damage or bodily injury. These policies don’t provide coverage for the policyholder. For example: Bodily injury liability coverage won’t help cover your medical bills if you get hurt in a car accident that you caused. You'll need personal injury
protection (PIP), also known as no-fault insurance, to protect you in these situations.1 Property damage liability insurance won’t help pay to repair your car if it’'s damaged in an at-fault accident. Collision coverage can help you with this kind of claim. General liability insurance won'’t help a business owner if their employees get hurt on the job. It also
won’t help cover repair costs if business property they own gets damaged. Instead, business owners will need workers’ compensation insurance and commercial property insurance, respectively. Like most other types of insurance, your liability policies don’t cover intentional acts or criminal actions. It's important to review your insurance policy on a
regular basis. You'll want to make sure you understand the exclusions and limitations of your policy. We’'re a property and casualty insurance company with more than 200 years of experience. Whether you need business insurance or personal liability insurance, our specialists can help get you the right type of insurance. Get a liability insurance quote
today. Last Updated: April 11, 2025 1 PIP insurance coverage is not available in all states. Additional disclosures below. The Hartford shall not be liable for any damages in connection with the use of any information provided on this page. Please consult with your insurance agent/broker or insurance company to determine specific coverage needs as
this information is intended to be educational in nature. The information contained on this page should not be construed as specific legal, HR, financial, or insurance advice and is not a guarantee of coverage. In the event of a loss or claim, coverage determinations will be subject to the policy language, and any potential claim payment will be
determined following a claim investigation. Certain coverages vary by state and may not be available to all businesses. All Hartford coverages and services described on this page may be offered by one or more of the property and casualty insurance company subsidiaries of The Hartford Insurance Group, Inc. listed in the Legal Notice. The Hartford
Insurance Group, Inc., (NYSE: HIG) operates through its subsidiaries under the brand name, The Hartford, and is headquartered in Hartford, CT. For additional details, please read The Hartford’s Legal Notice. * Customer reviews are collected and tabulated by The Hartford and not representative of all customers.
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