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As companies expand the use of the Internet as an everyday 
business tool, they open themselves up to additional risks, 
including online copyright infringements, computer viruses, 
website business interruptions, and more. These problems leave 
them open for potentially devastating financial setbacks.

Consequently, some insurance companies are now offering 
policies that provide coverage for many Internet-related 
exposures. Intended to meet the needs of companies that have 
some Internet exposures (not dot-coms), the policies are expected 
to be available in more than 30 states this year. Most cover the 
following:

• Internet-related and advertising injury coverage protection 
for liabilities arising out of a computer network, including the 
Internet

• Worldwide coverage extending to the entire website, and 
including website advertising for others via banner ads and 
links

• Electronic vandalism for data damaged by hackers or viruses
• Virus damage and website vandalism that cover data and 

equipment damaged by viruses
• Coverage for business income and extra expense losses due to 

the alteration of a policyholderʼs website
•  Website, Internet, and communications business income that 

covers loss of income or extra expenses incurred because of an 
interruption in Internet service, Web hosting, or e-mail access

• Good faith advertising expense that covers advertising costs 
incurred to regain customer faith after a covered loss

Industry experts predict coverage for Internet-related 
exposures will be nationwide by the end of the year, but they 
caution policy buyers to ask questions and make sure they 
understand the policy before purchasing it. As with all insurance 
purchases, it is best to discuss coverage needs in detail with an 
insurance agent.
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The market for trucking insurance, like most other insurance 
markets, has taken a hard left turn since 2001. Under the 
circumstances, it is best to know and understand what underwriters 
are looking for when sifting through insurance applications.  
Knowing what looks favorable, what looks bad and what looks 
just plain ugly, can be the ticket to affordable quality coverage.  

One thing that has remained fairly constant over the years 
is the importance underwriters place on a companyʼs financial 
shape.  Motivated in part by concerns about the capacity of 
insureds to pay high deductibles, underwriters prefer to see solid 
financial strength.  But there are other reasons too.   The consensus 
among underwriters is that there is a correlation between financial 
strength and stability, and attention to detail.   In other words, if 
you have the financial resources to pay employees more and put 
more into the upkeep of your fleet, you will experience fewer 
problems leading to fewer accidents or other types of covered 
claims.  

It is a simple concept, but one that is complicated by some of 
the facts of life.  Depending on your companyʼs size and structure, 
your financial goals might not be in sync with what underwriters 
expect to see.  For example, if you choose a Subchapter S 
corporate structure, your goal might be to show as little profit 
as possible – a possible red flag to an underwriter.   A financial 
statement is a snapshot and your accountant, preferably a CPA, 
is not only your photographer, but your stylist as well.  Look to 
them for recommendations about balancing your financial goals, 
tax strategies and the need to present your company in the best 
possible light.

Because financial analysis of trucking companies can 
be tricky, there is a company that provides the service to 
underwriters. Formed as a subsidiary of a Manhattan based truck 
insurance defense law firm in the 1970s, it uses a select grouping 
of key financial indicators to rate companies on a six-point scale 
from “Satisfactory” to “Unsatisfactory.”   This system is not 
that different from the ratings companies, such as AM Best give 
insurers.   

How do they get financial information for trucking 
companies?  For large, public companies like Old Dominion, 
this data is readily available from public financial disclosures.  
For privately held companies, it often comes through voluntary 
disclosures from trucking firms who are aware of the need to 
provide such data to secure coverage.

Whether you provide the financial data to your agent, the 
carrier, or to a third party, the quality of the financial information 
is as important as the quantity.   A CPA audited financial statement 
is costly, but the best source of data because it is viewed as the 
most credible.  An alternative to the audited statement is a CPA 
compilation, which follows a less rigorous standard, but is the next 
best thing to an audited statement.  For underwriting purposes, the 
most important elements of the financial statement are the income 
statement and balance sheet.  If you have no other alternative, your 
most recent tax return should have all the elements needed for the 
review. 

Besides financial statements, providing complete details on 
your loss history is important.  This might not always be easy, 
especially if you have been insured with a company no longer in 
business or that has exited the marketplace.  Ask your agent for 
help in securing these loss runs or determining alternative formats 
to provide accurate information.   

Insurers are also swayed by loyalty.  Underwriters may 
reject a submission out of principle if the trucking firm has been 
shopping for the best price each year and continually moving 
around from one insurer to the next.  Exceptions  are granted for 
the obvious forced move, i.e., insurers exiting the marketplace.  

Besides the above, insurers look for good safety and loss 
control programs, tight control of owner-operators, if applicable, 
and a well-maintained fleet of trucks with experienced drivers 
(with clean driving records).  These are the elements that will 
invariably get you to the finish line safely and in record time year 
after year.  
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We can help you prevent leasing company insurance 
surcharges. Contact us as your insurance program may 
already provide coverage or we can arrange at much more 
cost effective rates. Types of equipment we regularly see 
leased: construction backhoes, graders, pavers, cranes, 
computers, phone systems, autos, fleet (tractors & trailers), 
copiers, general office equipment, fork trucks, etc..



“Information contained in this newsletter about product offerings, services, or benefits is illustrative and general in description, and is not intended to be relied on as 
complete information. While every attempt is made to ensure the accuracy of the information provided, we do not warranty the accuracy of the information. Therefore, 
information should be relied upon only when coordinated with professional tax and legal advice.”

One result of corporate downsizing in America has been 
the creation of an army of independent contractors.  After pick-
ing themselves up off the ground and dusting off their overcoat, 
many former denizens of “Corporate America” have struck out 
on their own.  With that shift has come freedom, anxieties, and, 
perhaps, newfound insurance issues.  One such issue is that of the 
business contract.

While the business contract is nothing new, detailed con-
tracts with explicit and often confusing legalese have become de 
rigueur for the deciphering pleasure of independent contractors 
who often must either acquiesce to unfavorable terms dictated by 
corporate legal departments, or forego the contract.  Following 
are some suggestions on how to deal with the contractual dilem-
ma of whether or not to sign on the dotted line.

1.  Consult with an attorney - while it may be impractical to 
have a lawyer review every contract offered to you prior to 
signing, it is usually better than the alternative.  It is probably 
better to limit the legal review to advice rather than negotia-
tions, though there are some contract negotiations for which 
it would be appropriate to have a lawyer or a representative 
agent present.  For a typical small contract, however, where 
you are being asked to sign boilerplate language, it may send 
the wrong signal to your client.

2. Consult with your insurance agent - Typically, contracts con-
tain clauses that may impact your insurance coverage.  They 
may require either indemnification, certificates of insurance, 
and/or additional insured status for the client (on your profes-
sional liability, general liability, and/or workers compensation 
policies to name a few).  Each of these provisions may impact 
your insurance as follows:
a. Indemnifications - a typical indemnification provision will 

read something like this:  “Consultant (or contractor or 
subcontractor)” shall indemnify, defend, and hold harm-
less Client against any and all claims, liabilities, losses and 
expenses arising out of or in connection with Consultantʼs 
performance of the Services hereunder...” This is consid-

ered a unilateral indemnification.  It is the least favorable 
to the contractor and you would do well to request a mu-
tual indemnification provision where both parties agree to 
indemnify the other for liability arising out of their respec-
tive negligence.  The worst that can happen is your sugges-
tion being rejected.

b.  Certificates of Insurance - it is not unusual for certificates 
of insurance to be requested by your client.  This documen-
tation of your insured status simply confirms the existence 
of your coverage, though often the request comes with a 
provision for notice to the client if coverage lapses.  Check 
to see if your insurer will agree to this provision.  Many 
insurers donʼt have a mechanism for notifying certificate 
holders of the imminent lapse of a policy and will not 
agree to, though some will compromise with less onerous 
“endeavor to” wording, i.e., “we will endeavor to notify 
you within 30 days of the termination of the policy...”

c.  Additional Insured - additional insured status for your cli-
ent may provide an acknowledgement of the liability that 
you have taken on in the contract and effectively transfers 
the liability to the insurer, subject, of course, to all the 
terms and conditions of the policy.  Check with your agent 
to see if there is any cost for adding on additional insureds.  
The charge, if any, is usually nominal.

3. Review your liability insur-
ance contracts for contrac-
tual liability exclusions.   
Many liability contracts 
exclude contractual liability 
with the exception of liability 
that would attach to you in 
the absence of the contract.   
An example of a contractual 
liability that might be ex-
cluded would be a penalty 
for failing to meet a deadline.   
Indemnifications, on the 
other hand, are often consid-
ered liability you would have 
regardless of the contractual 
provision.  If a suit, for ex-
ample is brought against you 
and your client and it is clear 
that it was your work that 
was being questioned, your 
insurer may offer to defend your client anyway to avoid the 
potential for a hostile witness.

4.  Create your own engagement letter.  It never hurts to spell 
out your thoughts regarding payment terms, work expecta-
tions, limitations of liability, and other aspects of the work you 
will perform.  In lieu of or in addition to a clientʼs contract, 
this documentation may help avoid misunderstandings later 
on.

Contractual Liability for the Independent Contractor 



Terrorist insurance premiums 
skyrocketed after Sept. 11, 2001, 
leaving many businesses scrambling 
for coverage. But what, and how much, 
does terrorist insurance cover, and is it 
worth the escalating premiums?

Considered a property/casualty 
insurance, terrorist insurers will 
generally pay the claims of those covered as long as the incident 
causing the damage is not deemed an act of war, which is 
specifically excluded in most property/casualty policies. But 
before purchasing terrorist insurance coverage for your business, 
consider the insurance ramifications of the Sept. 11, 2001, attack 
on the World Trade Center in New York that include:

• Property and liability losses of the insurers of airlines;
• Property and liability losses of the insurers of the World Trade 

Center and surrounding buildings;
• Life insurance claims;
• Workers compensation coverage for injuries sustained by 

workers in the World Trade Center, the Pentagon, surrounding 
buildings, and by on-the-scene emergency personnel;

• Auto insurance losses for cars damaged by falling debris and 
those destroyed in underground parking garages;

• Business interruption losses covered by insurers from the 
businesses in the World Trade Center;

• Property losses for computers, furniture, and other contents 
of the businesses in the World Trade Center and surrounding 
buildings.

Considering the complexity of the situation makes it easier 
to understand that other combined insurance coverageʼs are 
available to cover damages and/or losses sustained as the result 
of an act of terrorism. These options are worth looking into when 
exploring coverage for acts of terrorism; combining alternative 
policies may save your business a great deal of money in the long 
run, while offering you the protection you want and need.

It is also important to understand that insurance companies 
shy away from large risks if the amount of risk is uncertain. The 

ongoing threats of terrorism and the current war in Iraq explain 
why terrorist insurance is now so costly and why the costs 
continue to rise. 

Keep in mind that catastrophic event insurance premiums, 
such as those for terrorist insurance, generally jump in cost 
following a catastrophic event, such as the attack on the World 
Trade Center. In most cases, such costs dissipate over time if no 
further events occur. However, because the threat of additional 
attacks looms, insurance experts do not anticipate a lowering of 
terrorist insurance premiums anytime soon.

In fact, many insurance experts are now calling for 
government support of the market for terrorist insurance, hoping 
that the government will bridge the coverage disruptions seen 
after catastrophic events occur. 

Such intervention could come in the form of direct 
government insurance, making the government the insurer of last 
resort (offering guaranteed catastrophic bonds, for example), or 
making the government the lender of last resort. The U.S. Senate 
and House of Representatives have passed separate bills in an 
effort to support the market for terrorist insurance. 

In the meantime, it is advisable to work hand-in-hand with 
your business  ̓insurance representative to insure you have 
adequate coverage in the event of a catastrophic event, such as 
the terrorist attack of September 11, 2001. Your agent will be 
able to assist you in covering your employees, your physical 
office space, your business property (furniture, computers, and 
other contents), and any other collateral damages including 
damaged cars and damaged property.

Terrorism Is Real:  
Your Need for Terrorist Insurance 
in the Wake of 9/11


