
How Does Employment Practices Liability Insurance Work? 

     EPLI covers the bills when an employee sues an employer over an employment-related 
issue.  EPLI is different from Employer’s Liability Insurance which covers lawsuits over workplace 
injuries.  The policies cover directors and officers, management personnel, employees, former 
employees, and may also cover seasonal employees, leased employees, and independent 
contractors.  Employment practices liability is generally not covered by general liability 
insurance. 

    Most EPLI policies have certain exclusions such as violation of the National Labor relations 
Act, OSHA, and ERISA as well as claims arising under Workers Compensation laws.  EPLI will 
also not cover punitive damages or claims resulting from criminal acts. 

Five Things to Know About EPLI Coverage 

1) EPLI is usually a claims made policy.  This means a claim is only covered if you policy is 
active when the incident in question occurred and when the claim is made. 

➢ If the policy has a retroactive date, this allows coverage for an incident prior to 
the start of the policy 

➢ An “occurrence” policy will cover any claim for an event that took place during 
the period of coverage, even if the suit is filed after the policy lapses. 

2) Defense provisions in EPLI policies can vary. 
➢ A “duty to defend” provision places the responsibility for managing defense 

claims with insurers 
➢ A “non-duty to defend” provision assigns responsibility to the insured 

3) The cost of EPLI depends on several factors.  EPLI coverage costs depend on the 
business size, industry, hiring and firing practices, employee turn-over, rates, and risk 
profile.  Insurers may ask to see the company’s written personnel policies before 
quoting. 

4) EPLI coverage will have a deductible and exclusions. 

5) Plan for the worst, hope for the best when choosing policy limits.  Employment 
lawsuits can be expensive. 

6) The insurance company may choose an attorney.  Policies can stipulate the insurance 
company choosing an attorney when a claim is filed.  These attorneys are chosen for 
their expertise with similar relevant cases. 



Steps To Limit Employment Liability Risk 
1) Establish clear workplace policies, create written workplace policies on employment 

practices, post them and include in employee handbooks.  Appoint a senior manager as 
the point person to whom all employee concerns should be reported, and establish a 
process in which management will respond. 

2) Educate Management and Employees; train management, supervisors, and 
employees about ethical and legal workplace practices and behavior.  This can include 
diversity and sensitivity training as part of the employee education program. 

3) Keep an “open door” policy, make sure employees know how to report issues, and 
than they won’t be punished for reporting them. 

4) Hire Carefully, screen employees throughly, avoiding any discriminatory practices. 

5) Provide job descriptions, clearly define job expectations for all employees. 

6) Perform regular employee reviews, keep a written record of the reviews and any 
necessary follow-up. 

7) Keep documentation, maintain written records of all employment related practices, 
complaints, investigations, and responses. 

(Information provided by Two River Benefits, 732-842-6200) 


