Counterpart expands AI insurance coverage to address emerging liabilities for small businesses
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Insurtech company Counterpart has significantly expanded its Affirmative AI Coverage and introduced a Technology Errors & Omissions (E&O) Insuring Agreement aimed at helping small businesses manage the increasingly complex risks associated with using artificial intelligence (AI) tools. This move addresses a critical gap in traditional insurance policies, which have often failed to keep pace with the rapid adoption of AI technologies, frequently excluding coverage for these tools upon which many companies now heavily depend.
According to Counterpart, AI adoption among small businesses has sharply risen, with 92% now incorporating AI in some form, particularly for research, marketing, and customer support functions. Automated decision-making tools, while enhancing operational efficiency, have also introduced new layers of risk. Industry research, including findings from the Harvard Law Forum on Corporate Governance, highlights a troubling trend where insurers are increasingly excluding AI-related risks and automated decision-making from coverage. This exclusionary approach leaves many businesses vulnerable to liabilities arising from AI errors or biases.
Legal expert Ommid C. Farashahi, Insurance Coverage Partner at BatesCarey LLP, comments on the evolving landscape of AI-related risks. He emphasises that traditional policies such as Errors & Omissions (E&O), Directors & Officers (D&O), Cyber, and Commercial General Liability (CGL) often remain "silent" on AI exposures and may incorporate exclusions specifically targeting AI risks. Farashahi advises companies to consider affirmative coverage tailored to the concentric circles of AI-related liability to avoid gaps in protection.
Counterpart asserts that its Affirmative AI Coverage directly tackles liabilities arising from errors generated by both first-party and third-party AI tools, aiming to remove the uncertainty that many businesses currently face. Mike Muglia, Professional Liability Lead at Counterpart, notes, “AI risks have moved from theory to the courtroom.” He points out that small business owners and startup leaders frequently leverage AI to increase speed, handle more data, and elevate service levels, but often fail to fully appreciate the associated risks. The newly expanded coverage provides brokers with practical solutions for claims arising from everyday AI use, including bad outputs, erroneous AI-driven decisions, and machine-generated bias.
The coverage is particularly relevant as AI-related claims become more common, involving issues such as hallucinated reports, misclassified exposures, and flawed hiring recommendations. Underwriting for these policies incorporates extensive data, with over 2,000 data points used to evaluate governance, compliance, and responsible AI practices. Policies are supported by a range of insurers and reinsurers, including Aspen, Markel, and Westfield Specialty, underscoring the industry's recognition of these emerging risks.
The growing concern about AI-related exposures is also reflected in academic and industry analyses. For instance, a report by the Harvard Journal of Law & Technology highlights the uncertainty surrounding AI in corporate governance, particularly around directors and officers' liability. The absence of standard AI exclusions in many D&O policies, driven by insurers' desire to maintain attractive offerings, calls for increased disclosure of AI use and the development of tailored coverage options, themes echoed in Counterpart’s approach. Additionally, global reinsurers like Munich Re have begun offering AI-specific policies, signalling an evolving market response to these challenges.
Counterpart’s proactive expansion of Affirmative AI Coverage and the addition of Technology E&O agreements represent significant steps in bridging the insurance protection gap for small businesses increasingly reliant on AI. Their solution offers a vital toolset for brokers and insureds navigating the uncertain terrain of AI liability, where traditional policies might leave clients exposed.
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