The Importance of Corporation Coverage

We are frequently finding that physicians have formed a corporation but forget to have this corporation covered for professional liability.
Did you know that there is a question on the Medical Mutual application and re-application that is designed to advise them if you have a legal entity that is not covered?

“Do you own or operate any hospital, nursing home, sanitarium, clinic or other outpatient facility, laboratory, or other business enterprise?” This includes a Professional Association (P.A.), Professional Corporation (P.C.), Limited Liability Corporation (LLC), or Incorporation (Inc.).

You may ask yourself, “Why do I need to cover my corporation when it has little to no assets?”  The most significant coverages provided by this coverage are as follows:

1)
Coverage for the defense of the professional corporation itself is required under Maryland law, regardless of the statute of limitations, or winning a case.
2)
Coverage for vicarious liability for the actions of both professional and non-professional employees.  The lack of vicarious liability coverage is potentially the most serious problem.  For example, when a professional employee leaves your practice and fails to purchase the Extended Reporting Endorsement ("TAIL"), the professional corporation may well be the only "deep pocket" available to a plaintiff.  Another example, when an employee is named in a suit, chances are very high that the corporation will also be named as the employer.
3)
Coverage for non-medical acts of non-professionals, for example, where a secretary fails to make an appointment or fails to relay information to a physician.
If you are the only licensed M.D., D.O., P.A.-C. or N.P. employed by your corporation, it is considered to be a Solo Corporation and it can share limits on your individual policy at no additional charge.  Once one of theses licensed individuals is hired, the employee count is now 2 or more and a separate charge.  Both solo coverage and a separate policy must be applied for and approved by the carrier.
For more information on this topic, please contact Debra Raver, Property & Liability Manager at (410) 539-6642 or (800) 543-1262, ext. 420, Email:  DRaver@medchiagency.com.   
