Counterpart expands AI coverage to address emerging small business liabilities
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Counterpart, an Agentic Insurance™ platform, has announced an expansion of its Affirmative Artificial Intelligence (AI) coverage across all Professional Liability products, aiming to address the rising risks associated with AI in small businesses. This development comes as companies increasingly integrate AI tools into their daily operations but find that traditional professional liability policies often fail to cover AI-related liabilities.
AI adoption among small businesses has been accelerating rapidly. Industry data shows that adoption rates have surged significantly in recent years, with multiple sources reporting a wide range of figures from 55% to nearly 70% of small businesses now using AI for various purposes. For example, a national survey by Thryv highlights a 41% increase in AI adoption among small businesses in 2025 compared to the previous year, noting that 80% of users deem AI essential for customer acquisition and meeting rising consumer expectations. Similarly, reports from the U.S. Chamber of Commerce suggest that nearly 60% of small businesses have incorporated AI into their operations, more than doubling since 2023. Geographic and firm size variations exist, with adoption rates in some states like Connecticut and Maine reaching upwards of 70%, while even smaller firms see increasing AI uptake. Globally, about 77% of small businesses have adopted AI in at least one area, indicating a worldwide trend toward digital transformation.
Despite the enthusiasm and growing reliance on AI, traditional insurance products such as Errors & Omissions (E&O), Directors & Officers (D&O), Cyber, and Commercial General Liability (CGL) policies often do not explicitly cover liabilities emerging from AI tools. These policies may even exclude AI-related risks or remain silent on automated decision-making exposures, potentially leaving companies vulnerable. According to Ommid C. Farashahi, Insurance Coverage Partner at BatesCarey LLP, the rapidly evolving nature of AI-related risks means that “coverage is by no means guaranteed” under standard policies, emphasizing the need for affirmative AI coverage that explicitly addresses these liability areas.
Counterpart’s move introduces Affirmative AI Coverage and a Technology E&O Insuring Agreement designed to fill this coverage gap. The expanded offering targets risks related to errors and omissions generated from the use of first-party and third-party AI tools. This includes AI-driven errors such as inaccurate recommendations, biased decision-making, and discriminatory outcomes. The stakes are particularly high across several professional sectors: consultants have faced claims linked to AI 'hallucinations' in reports; insurance agents and financial advisors encounter disputes when AI-assisted risk assessments misclassify risks; and human resources departments grapple with allegations of AI-driven hiring discrimination. Such incidents underline the increasing legal and financial exposure businesses face from AI usage.
This insurance initiative is timely, given the growing body of research highlighting the legal challenges posed by AI. Harvard Law’s Forum on Corporate Governance has observed insurers’ tendencies to impose exclusions on AI-related risks, leaving many businesses inadequately protected. In a broader context, surveys of small business leaders, such as one conducted by the National Small Business Association (NSBA), show a strong appetite for AI tools that can automate and grow business functions, yet also reveal concerns about managing the associated risks effectively.
The evolving insurance response mirrors the broader technological shift in the small business sector, where AI is now a core operational element rather than a peripheral tool. Most small business owners, according to a Goldman Sachs report, view AI as an enhancement to their workforce rather than a replacement. They rely on AI for data analysis, content generation, customer support, and decision-making automation. However, this increased reliance necessitates equally sophisticated insurance solutions that recognise and cover AI-specific liabilities rather than ignoring or excluding them.
In summary, as AI adoption continues to permeate small business operations, the insurance industry is beginning to catch up with products tailored to these technological realities. Counterpart’s expanded coverage offering represents a significant step toward closing the protection gap around AI-related risks, providing clearer, affirmative coverage that aligns with the modern risks businesses face. This development may well set a precedent prompting other insurers to follow suit in addressing the complex liabilities emerging from AI-driven business practices.
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