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LIQUOR LIABILITY – LIQUOR SALES REMINDER
How to account for liquor sales for accounts with a restaurant exposure when rating and issuing General Liability coverage has often been a source of confusion for underwriters. Below is the ISO and Chartis position on the subject:

Restaurant and other accounts that sell or serve liquor are to be rated, quoted and subsequently issued for General Liability Premises/Operations and Products coverage including the Liquor sales in the total sales.  
 
ISO classification codes for restaurants and such are based on gross sales; there is no exclusion or carve out for liquor sales in the definition of gross sales (ISO GL Manual, Rule 24.D - see attached).  Consequently, when we are writing a General Liability policy, unless specifically excluded, we are providing coverage for our insured for premises and products liability due to the exposures presented by their operation. As such, all product sales of the risk, including the liquor sales, are contemplated in the gross sales premium base. This applies even if Liquor Legal Liability is written in conjunction with the General Liability policy.  Liquor Liability is a separate coverage and is separately rated as it does not respond to premises operations or products claims.
 
Furthermore, our Premium Audit staff audits in accordance with the ISO rules and will include liquor sales in the audited exposure base.  Therefore, not including liquor sales in the total General Liability exposure base at policy inception could result in a large additional premium at audit.
 
Please make certain your staff understand the rules relative to the inclusion of liquor sales in the total sales for accounts with a restaurant exposure.

If you have any questions please contact your Program Manager. 
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1.
Definition


The gross amount charged by the named insured, concessionaires of the named insured or by others trading under the insured's name for:



a.
All goods or products, sold or distributed;



b.
Operations performed during the policy period;



c.
Rentals; and



d.
Dues or fees.



2.
Inclusions


The following items shall not be deducted from gross sales:



a.
Foreign exchange discounts;



b.
Freight allowance to customers;



c.
Total sales of consigned goods and warehouse receipts;



d.
Trade or cash discounts;



e.
Bad debts; and



f.
Repossession of items sold on installments (amount actually collected).



3.
Exclusions


The following items shall be deducted from gross sales:



a.
Sales or excise taxes which are collected and submitted to a governmental division;



b.
Credits for repossessed merchandise and products returned. Allowances for damaged and spoiled goods;



c.
Finance charges for items sold on installments;



d.
Freight charges on sales if freight is charged as a separate item on customers invoice;



e.
Royalty income from patent rights or copyrights which are not product sales, and



f.
Rental receipts for products liability coverage only.



4.
Application


The rates apply per $1,000 of Gross Sales.



