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Legal Disclaimer

This legal disclaimer ("Disclaimer") governs the use and access to this eBook ("eBook")
published by Eddie K. Emmett / FYI Express ("we," "us," or "our"). By accessing or using this
eBook, you acknowledge and agree to be bound by this Disclaimer.

No Legal Advice

The information contained in this eBook is for general informational purposes only. It is not
intended as legal advice or to create an attorney-client relationship. While we strive to provide
accurate and up-to-date information, we make no representations or warranties of any kind,
express or implied, regarding the completeness, accuracy, reliability, suitability, or availability of
the information in this eBook. Any reliance you place on such information is strictly at your own
risk.

No Guarantee of Results

The contents of this eBook are based on our experiences, research, and knowledge. However,
we cannot guarantee that the information provided will produce the desired results for you.
Every individual's circumstances are unique, and the effectiveness of the strategies discussed in
this eBook may vary. Therefore, you should consult with a qualified professional or legal advisor
before making any decisions or taking any action based on the information provided in this
eBook.

Not a Substitute for Professional Advice

The information in this eBook is not a substitute for professional advice. It is your responsibility
to seek professional advice tailored to your specific needs and circumstances. We disclaim all
liability for any actions taken or not taken based on the contents of this eBook.

Copyright and Intellectual Property

All materials, including but not limited to text, images, graphics, and logos, contained in this
eBook are protected by copyright and intellectual property laws. You may not modify, reproduce,
distribute, republish, or create derivative works from any part of this eBook without our prior
written consent.

External Links

This eBook may contain links to external websites or resources. We provide these links for your
convenience, but we do not endorse, control, or guarantee the accuracy, relevance, timeliness,

or completeness of any information on these external websites. We are not responsible for any

damages or losses incurred by accessing or using these external websites.

Limitation of Liability

To the fullest extent permitted by law, we shall not be liable to you or any third party for any
direct, indirect, incidental, special, consequential, or punitive damages arising out of or relating
to the use or inability to use this eBook, even if we have been advised of the possibility of such
damages.
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Governing Law and Jurisdiction:

This Disclaimer shall be governed by and construed in accordance with the laws of Georgia,
USA. Any dispute or claim arising out of or in connection with this Disclaimer or your use of this
eBook shall be subject to the exclusive jurisdiction of the courts located in Canton, GA.

By accessing or using this eBook, you acknowledge that you have read, understand, and agree
to this Disclaimer in its entirety. If you do not agree with any part of this Disclaimer, you must not
use or access this eBook.

Eddie K. Emmett / FYI Express . .

200 Russell Court, Canton, GA 30115

eddie@FYIExpress.com

This ebook covers everything insurance agents need to know about
insuring Garages, General Contractors, Logging Companies &
Truckers plus Ethics including different types of coverage, common
risks, and best practices for helping clients choose the right policy. It
would be a valuable resource for agents looking to expand their knowledge and better serve
their clients in the Commercial Lines insurance market.

As you go through the eBook and have enjoyed a few topics, | give you the opportunity to test
your understanding of what you just read by clicking a link.

Example:
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS
The link will take you to a quiz with multiple-choice questions & 4 possible answers.

It is not mandatory to take the quizzes but it sure is fun (especially if you turn on the music,
memes & sound effects.

To get the most out of this eBook, you need to sign up for a FREE account at
https://lwayground.com

When you have studied the information in this manual, feel free to take the final exam at:

https://www.classmarker.com/online-test/start/?quiz=cvx6908c0cc9ed3e
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¥ MODULE 1 — INSURING GARAGES

¥% SECTION 1 — Introduction: Understanding the Garage Insurance Landscape

Automotive repair garages are one of the most deceptively complex small-business risks in the
commercial insurance marketplace. On the surface, a garage may appear to be a simple
operation: a few service bays, a handful of mechanics, and a steady flow of customers needing
repairs. But beneath that surface lies a dense network of exposures that cross nearly every
maijor line of commercial insurance — property, liability, auto, inland marine, crime,
environmental, and workers’ compensation.

Garages are unique because they combine high-frequency exposures (slips, tool theft, minor
auto accidents) with high-severity exposures (fires, environmental contamination, catastrophic
injuries, and completed operations claims). They also handle customer vehicles, which
introduces a specialized coverage need — Garagekeepers — that many new agents
misunderstand or overlook entirely. This creates a significant E&O risk for producers who do not
fully understand the class.

Garage operations vary widely. Some shops focus on routine maintenance such as oil changes
and brake service. Others specialize in transmissions, electrical systems, or performance
upgrades. Many offer towing, mobile repair, or loaner vehicles. Some operate 24/7. Some store
dozens of customer vehicles overnight. Each variation changes the risk profile and the coverage
requirements.

This module provides a comprehensive, CE-level understanding of how to evaluate, classify,
and insure garage operations. You will learn how to identify exposures, match them to the
correct coverages, and avoid the common mistakes that lead to uncovered losses and agent
liability.

@ Learning Objectives

By the end of this module, the learner will be able to:

. Identify the major exposures present in automotive repair garage operations.

o Explain how property, liability, auto, and inland marine coverages interact in a garage
risk.

. Distinguish between CGL and Garagekeepers — and understand why both are required.
. Evaluate environmental, crime, and workers’ compensation exposures unique to
garages.

o Apply underwriting best practices to assess garage operations and avoid coverage gaps.
o Recommend a complete insurance program tailored to the garage’s operations and risk
profile.

o Recognize common E&O pitfalls when insuring garages and how to prevent them.
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SECTION 2 — Detailed Exposure Analysis
& 2.1 Property Exposures: Fire, Flammables & High-Value Tools

Property exposure is one of the most significant risks in garage operations because the
environment naturally contains flammable liquids, ignition sources, and combustible
materials. A typical repair shop stores:

o Motor oll

. Transmission fluid

o Brake cleaner

o Solvents and degreasers

. Paints and varnishes

. Aerosol lubricants

. Gasoline drained from vehicles
. Welding gases

Each of these materials increases the fire load. When combined with ignition sources such as
welding equipment, battery chargers, grinders, and electrical tools, the potential for a
catastrophic fire becomes substantial.

Tire storage adds another layer of severity. Tires burn slowly but produce intense heat and
thick, oily smoke that can contaminate the entire building. Many garage fires that start small
become total losses because tires accelerate the spread of smoke and heat.

Theft is another major property exposure. Tools, diagnostic equipment, catalytic converters,
and aftermarket parts are high-value targets. Garages must maintain:

o Adequate lighting

o Alarm systems

. Secured tool rooms

. Locked parts cages

. Controlled access after hours

A single theft of diagnostic equipment can exceed $20,000.

e 2.2 Crime Exposures: Employee Dishonesty & Cash Handling
Garages often operate with:

o Multiple employees

. Frequent cash transactions
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o Parts inventory
. Customer payments
. Credit card receipts

This creates opportunities for:

. Skimming

. Refund fraud

. Inventory theft

. Cash drawer theft
. Safe burglary

Employee dishonesty is a high-frequency exposure in this class. CE reviewers expect agents
to understand that crime coverage is not optional — it is essential.

Effective controls include:

o Background checks

. Dual-control cash handling
o Daily bank deposits

. Segregation of duties

o Inventory audits

. Video surveillance

@ 2.3 Inland Marine Exposures: Mobile Tools, Records & Goods in Transit

Garages rely heavily on portable equipment and sensitive records. Inland Marine exposures
include:

o Diagnostic computers

. Scan tools

. Lifts and jacks

. Portable welders

. Customer records

. Accounts receivable

. Parts delivered to customers
. Tools stored in vehicles

Page 13 of 86



Standard property policies do not cover these items once they leave the premises. Inland
Marine is the correct solution.

Garages also face exposure for goods in transit, such as:

. Parts delivered to customers
o Tools transported between locations
. Mobile repair equipment

Losses often involve theft from vehicles or damage during transport.
A 2.4 Premises Liability Exposures: Customer Safety & Public Access

Garages invite customers onto the premises, which creates liability for:

. Slips on oil or coolant

o Trips over hoses or tools

. Falls in parking lots

o Injuries from entering work areas
o Poor lighting

. Uneven flooring

Garages must restrict customer access to service bays. Many claims arise when customers
walk into the work area to “check on their car” and are injured by tools, equipment, or moving
vehicles.

Parking lots also present exposures:

o Poor lighting

. Potholes

. Snow and ice

o Congested vehicle movement

A single slip-and-fall can cost $50,000 or more.
& 2.5 Products & Completed Operations Exposures

If a repair is faulty, the resulting damage can be severe. Examples include:

. Brake failure
. Improperly torqued wheels
o Faulty electrical repair causing a fire
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. Incorrect installation of safety systems
o Engine damage from improper fluid replacement

Completed operations claims often occur months after the repair, making documentation
essential.

@ 2.6 Environmental Exposures: Waste Disposal & Contamination

Garages generate hazardous waste:

. Used oil

. Solvents

. Antifreeze

. Batteries

. Refrigerants

. Contaminated rags

Improper disposal can lead to:

. EPA fines

. Cleanup costs

. Soil contamination

. Groundwater pollution

Environmental Impairment Liability is strongly recommended.
& 2.7 Automobile Exposures: Test Drives, Towing & Loaner Vehicles

Garage employees frequently:

. Test-drive customer vehicles
. Tow disabled vehicles

o Pick up parts

. Deliver vehicles

o Operate loaner or rental cars

Risks include:

. Distracted driving
o Inexperienced drivers
o Poorly maintained tow trucks
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o Vicarious liability for loaner vehicles

Business Auto and Hired & Non-Owned Auto are essential.

I3 2.8 Garagekeepers Exposure: Care, Custody & Control

Garagekeepers covers damage to customers’ vehicles while in the insured’s care.

Common claims:

. Theft

. Vandalism

. Fire

. Hail

o Damage during towing

. Damage during test drives

Security measures must include:

o Locked key boxes
. Fencing
o Lighting
. Controlled access

&2 2.9 Workers’ Compensation Exposures: High Frequency & Severity

Garage employees face:

. Lifting injuries

. Burns

o Eye injuries

. Chemical exposure
. Hoist failures

. Slips and falls

Safety programs, PPE, and equipment maintenance are essential.
SECTION 3 — Coverage Solutions & Underwriting Commentary
© 3.1 Commercial General Liability (CGL): The Foundation of Garage Coverage

CGL is the backbone of any garage insurance program. It protects the business when its
operations cause bodily injury or property damage to third parties. However, many agents
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mistakenly assume that CGL covers damage to customers’ vehicles — it does not. That
exposure belongs under Garagekeepers, which we will address shortly.

CGL responds to:

Customer slip-and-fall injuries

Damage to a customer’s property not in the garage’s care
Injuries caused by premises conditions

Liability from operations (e.g., a tool thrown from a work area)

Personal and advertising injury (e.g., defamation in a review dispute)

Underwriting Focus: Underwriters want to know:

How customers access the premises

Whether service bays are restricted

Whether the shop has a written safety program

Whether the shop has had prior liability claims

Whether the shop performs high-risk operations (e.g., welding, spray painting)

Shops with poor housekeeping, inadequate lighting, or unrestricted customer access are
considered higher risk.

& 3.2 Garagekeepers Coverage: Care, Custody & Control

Garagekeepers is one of the most misunderstood coverages in commercial insurance. It
protects the garage when a customer’s vehicle is damaged while in the shop’s care, custody,
or control.

Garagekeepers covers:

Fire

Theft

Vandalism

Hail

Collision (if the garage damages the vehicle)
Damage during towing

Damage during test drives

There are three coverage options:

1.

Legal Liability — covers damage only if the garage is legally liable.
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2. Direct Primary — covers damage regardless of fault (most common).
3. Direct Excess — covers damage after the customer’s insurance responds.

Underwriting Focus: Underwriters evaluate:

o Key-control procedures

. Fencing and lighting

o Overnight storage practices

. Towing operations

. Number of customer vehicles stored
o Whether loaner vehicles are provided

A garage with poor key security or open lots is a red flag.
& 3.3 Business Auto & Hired/Non-Owned Auto

Garage employees frequently drive:

. Customer vehicles

. Tow trucks

o Parts-delivery vehicles
. Loaner or rental cars

Business Auto is essential for:

o Liability coverage

. Physical damage to owned vehicles
o Towing operations

o Trailer coverage

Hired & Non-Owned Auto (HNOA) is critical when:

o Employees use personal vehicles for business
. The shop rents vehicles
. The shop provides loaner cars

Underwriting Focus: Underwriters review:
o Driver MVRs

o Driver training programs
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Tow truck maintenance
Radius of operation

Vehicle storage practices

A shop with poor MVRs or untrained tow drivers is considered high risk.

& 3.4 Property Coverage: Buildings, Contents & Business Income

Property coverage protects:

Tools

Diagnostic equipment
Office contents

Parts inventory
Furniture

Computers

Shop equipment

Garages often underestimate the value of their tools and equipment. A single diagnostic
scanner can cost $10,000-$20,000.

Business Income is critical because a fire or equipment breakdown can shut down operations
for weeks or months. Garages often rely on repeat customers; losing them during downtime can
permanently damage the business.

Underwriting Focus: Underwriters evaluate:

Flammable-liquid storage
Spray booths

Electrical system condition
Fire suppression systems
Building age and updates

Security systems

Shops with outdated wiring or poor flammable-liquid controls face higher premiums.

(@ 3.5 Inland Marine: Tools, Equipment & Records

Inland Marine covers:

Mobile tools
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o Diagnostic equipment

. Portable welders

. Lifts and jacks

. Customer records

. Accounts receivable
. Goods in transit

This coverage is essential because tools frequently leave the premises.

Underwriting Focus: Underwriters look for:

o Serial-numbered equipment lists
. Tool-tracking procedures

. Secure storage

o Vehicle-security practices

@ 3.6 Crime Coverage: Employee Dishonesty & Money/Securities

Crime coverage protects against:

. Employee theft
. Cash theft

o Forgery

. Safe burglary

. Computer fraud

Garages with weak internal controls are high-risk accounts.
@ 3.7 Environmental Impairment Liability

Environmental coverage protects against:

. Improper disposal of oil or solvents
. Fuel spills

. Battery acid leaks

. Contaminated runoff

. EPA fines

This is especially important for shops that store large quantities of fluids.

Page 20 of 86



&2 3.8 Workers’ Compensation

WC is essential due to:

. Lifting injuries

. Burns

o Eye injuries

. Chemical exposure
. Hoist accidents

Underwriters want:

. Safety training

o PPE requirements

. Hoist-inspection logs

o Return-to-work programs

SECTION 4 — Case Studies & Real-World Claims
ﬁi 4.1 Case Study: The $185,000 Electrical Fire

Background: A mid-sized repair shop performed electrical work on a customer’s vehicle. The
technician incorrectly reconnected a wiring harness, creating a short that did not immediately
fail. Six weeks later, the vehicle caught fire in the customer’s garage, destroying the garage and
damaging the home.

Loss Breakdown:

. Vehicle: $22,000

. Garage structure: $68,000

. Home interior smoke damage: $95,000

. Total: $185,000

Coverage Triggered:
. CGL - Completed Operations
. Property damage to third-party structures

What Went Wrong: The shop had CGL, but the prior agent failed to include Products &
Completed Operations. The carrier denied the claim.

Outcome:

. The shop paid out of pocket.
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. The homeowner sued.
. The agent faced an E&O claim for failing to include completed operations coverage.

Lesson: Completed operations is not optional. Any shop performing repairs must have it —
especially electrical, brake, and engine work.

& 4.2 Case Study: The Garagekeepers Gap

Background: A small garage stored 12 customer vehicles overnight in an unfenced lot. Thieves
broke in, stole two vehicles, and vandalized several others.

Loss Breakdown:

. Stolen vehicles: $38,000

. Vandalism repairs: $14,000

. Customer rental reimbursement: $6,000

. Total: $58,000

Coverage Triggered:

. Garagekeepers — Direct Primary (if purchased)

What Went Wrong: The shop only had Legal Liability Garagekeepers. Because the thieves
were never caught, the shop was not legally liable — and the claim was denied.

Outcome:

. The shop paid the full $58,000.

. Several customers left negative reviews.
o The agent lost the account.

Lesson: For shops storing vehicles overnight, Direct Primary is the correct coverage. Legal
Liability is rarely sufficient.

& 4.3 Case Study: The Hoist Failure Injury

Background: A mechanic was working beneath a vehicle when the hydraulic hoist
malfunctioned, causing the vehicle to drop several inches. The mechanic suffered a crushed
foot and multiple fractures.

Loss Breakdown:
. Medical expenses: $72,000
. Lost wages: $18,000

. Permanent impairment: $25,000
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. Total: $115,000
Coverage Triggered:
o Workers’ Compensation

What Went Wrong: The shop had WC, but the hoist had not been inspected in over two years.
OSHA issued fines for lack of maintenance documentation.

Outcome:

. WC paid the claim.

. OSHA fines totaled $11,000.

. The shop’s experience mod increased significantly.

Lesson: WC claims are expensive, and poor equipment maintenance increases both claim
severity and regulatory penalties.

& 4.4 Case Study: The Spray Booth Fire

Background: A shop performed occasional spray painting without a UL-approved spray booth.
Vapors accumulated near a space heater, igniting a flash fire.

Loss Breakdown:

. Building damage: $210,000

. Tools and equipment: $48,000
. Customer vehicles: $32,000
. Business interruption: $67,000

. Total: $357,000

Coverage Triggered:

. Property

. Garagekeepers

. Business Income

What Went Wrong: The carrier denied the property portion because the shop misrepresented
its operations on the application — it stated “no painting performed.”

Outcome:
. The shop closed permanently.
. The agent faced an E&O claim for failing to verify operations.
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Lesson: Always ask: “Do you perform any painting, even occasionally?” Misclassification is one
of the top E&O exposures for garage accounts.

e 4.5 Case Study: The Employee Theft Scheme

Background: A service manager manipulated the parts inventory system, marking parts as
“returned” while selling them privately. Over 18 months, he stole more than $40,000 in parts.

Coverage Triggered:
. Employee Dishonesty (Crime)

What Went Wrong: The shop declined Crime coverage to “save money.”

Outcome:
. The shop absorbed the full loss.
o The owner implemented new inventory controls.

Lesson: Crime coverage is inexpensive compared to the losses it prevents. Garages should
never operate without it.

SECTION 5 — Applied Learning Exercises
@ 5.1 Knowledge Check: Exposure Identification

Match each exposure to the correct coverage type. This reinforces the distinctions between
CGL, Garagekeepers, Business Auto, Inland Marine, and Workers’ Compensation — the five
most commonly confused coverages in garage accounts.

Scenarios:

1. A customer slips on oil in the waiting area and fractures their wrist.

A mechanic damages a customer’s vehicle during a test drive.

A diagnostic scanner is stolen from a technician’s truck while off-premises.
A mechanic suffers burns from a battery explosion.

A fire destroys several customer vehicles stored overnight in the lot.

A tow truck rear-ends another vehicle while transporting a customer’s car.

A disgruntled employee steals $3,000 from the cash drawer.

© N o o b~ w0 D

A leaking drum of used oil contaminates the soil behind the shop.
Coverage Options:
A. Commercial General Liability

B. Garagekeepers — Direct Primary
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C. Inland Marine — Tools & Equipment

D. Workers’ Compensation

E. Business Auto

F. Crime — Employee Dishonesty

G. Environmental Impairment Liability

Answer Key: 1A, 2B, 3C, 4D, 5B, 6E, 7F, 8G

& 5.2 Scenario Exercise: Building a Coverage Package

Read the scenario and choose the correct coverage recommendations.

Scenario: “Mike’s Auto & Performance” is a 4-bay garage specializing in brake work, electrical
diagnostics, and performance upgrades. They store 10—-15 customer vehicles overnight, offer
towing, and occasionally provide a loaner car. They also perform minor spray painting using a
portable setup.

Which coverages are essential? Select all that apply:
1. CGL with Products & Completed Operations
Garagekeepers — Direct Primary

Business Auto + Hired/Non-Owned Auto

Inland Marine — Tools & Diagnostic Equipment
Crime — Employee Dishonesty

Environmental Impairment Liability

Property — Building & Contents

Business Income

© ® N o 0o M W N

Cyber Liability
10. Employment Practices Liability
Correct Answers: 1, 2, 3,4, 5,6, 7, 8 (9 and 10 are recommended but not essential)

Teaching Point: This scenario mirrors real-world garage operations. CE reviewers expect
agents to demonstrate the ability to build a complete coverage package based on operational
details — not just memorize definitions.

& 5.3 Applied Underwriting Exercise

Question: A garage reports that it “does not perform painting,” but you notice a portable spray
gun and several gallons of paint thinner in the corner of the shop. What should you do?
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Correct Response:

. Ask clarifying questions about the frequency and type of painting.

. Document the conversation.

o Update the application to reflect actual operations.

o Recommend a UL-approved spray booth or refer to a carrier that accepts incidental
painting.

Why This Matters: Misclassification is one of the top E&O exposures for agents writing garage
risks. CE reviewers want to see that producers understand the importance of verifying
operations.

€3 5.4 Mini-Case: Key Control Failure

Scenario: Keys to customer vehicles are kept in an open drawer behind the counter. A thief
grabs several sets of keys and steals two vehicles.

Question: Which coverage responds, and what underwriting red flags does this reveal?

Answer:
. Garagekeepers — Direct Primary responds.
. Underwriting red flags include poor key control, lack of secure storage, and inadequate

after-hours security.
SECTION 6 — Summary & Key Takeaways
¥% 6.1 Summary of Key Concepts

Automotive repair garages present a unique blend of exposures that span nearly every major
line of commercial insurance. Unlike many small businesses, garages combine high-frequency
risks (slips, tool theft, minor auto accidents) with high-severity risks (fires, environmental
contamination, catastrophic injuries, and completed operations claims). This makes them one of
the most complex classes for producers to insure correctly — and one of the easiest to insure
incorrectly.

Throughout this module, we explored the full landscape of garage exposures:

o Property exposures driven by flammable liquids, welding, electrical tools, and tire
storage.

o Crime exposures involving cash handling, employee dishonesty, and inventory theft.
. Inland Marine exposures for mobile tools, diagnostic equipment, and goods in transit.
. Premises liability exposures from customer access, poor housekeeping, and parking
lot hazards.
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. Products & completed operations exposures from faulty repairs that cause
downstream damage.

o Environmental exposures from improper disposal of oils, solvents, and hazardous
waste.

. Automobile exposures from test drives, towing, and loaner vehicles.

. Garagekeepers exposures for customer vehicles in the shop’s care, custody, or
control.

o Workers’ compensation exposures from lifting, burns, chemical exposure, and

equipment failures.

We also examined the coverage solutions that form a complete garage insurance program,
including CGL, Garagekeepers, Business Auto, Inland Marine, Crime, Environmental Liability,
Property, Business Income, and Workers’ Compensation. Each coverage plays a distinct role,
and none can be assumed to “fill in the gaps” of another.

@ 6.2 Key Takeaways for Producers

o Garagekeepers is not optional. It is the only coverage that protects customer vehicles
in the shop’s care.

. Completed operations is essential. Faulty repairs often cause damage weeks or
months later.

o Direct Primary is the safest Garagekeepers option for shops storing vehicles
overnight.

o Inland Marine is required for tools and diagnostic equipment that leave the premises.
. Environmental liability is increasingly important due to EPA enforcement and

waste-handling regulations.
. Workers’ compensation claims are severe and often involve OSHA scrutiny.

. Misclassification is a top E&O exposure. Always verify operations, especially
painting, welding, towing, and performance modifications.

. Security matters. Key control, fencing, lighting, and tool storage directly affect
underwriting and claim outcomes.

. Documentation protects everyone. Applications must reflect actual operations — not
assumptions.

CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

6.3 Preparing for Module 2

With a solid understanding of garage exposures and coverage solutions, you’re now ready to
move into Module 2 — Insuring General Contractors, where we'll explore:
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. Subcontractor risk transfer

. Completed operations

. Builders Risk

. Inland Marine for contractors
. Jobsite liability

. Contractual obligations

. Producer E&O pitfalls

This next module builds on the same principles of exposure identification and coverage
alignment — but in a completely different industry with its own unique challenges.

¥¥ MODULE 2 — INSURING GENERAL CONTRACTORS
SECTION 1 — Introduction & Learning Objectives
98 1.1 Introduction: The Complexity of General Contractor Risks

General contractors (GCs) operate in one of the most dynamic, hazardous, and litigation-prone
industries in the commercial insurance marketplace. Unlike artisan contractors who perform a
single trade, GCs coordinate multiple subcontractors, manage jobsite safety, oversee
structural work, and assume contractual obligations that can extend years beyond project
completion.

A GC'’s risk profile is shaped by:

. The number and type of subcontractors used

. The scope of work performed

o The size and complexity of projects

. The quality of contracts and documentation

o The safety culture on the jobsite

o The experience level of supervisors and crew leaders
. The risk transfer mechanisms in place

Even a small GC with only a few employees may be responsible for coordinating roofing,
framing, electrical, plumbing, HVAC, concrete, and excavation subcontractors. Each trade
introduces its own exposures, and the GC is often held responsible for the actions of
subcontractors — even when the GC did not perform the work directly.

This creates a unique challenge for producers: the GC is liable for work they didn’t
personally perform, and coverage must be structured to reflect that reality.
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General contractors also face significant completed operations exposure, because
construction defects often surface months or years after a project is finished. Water intrusion,
structural failure, mold, electrical fires, and foundation issues are common sources of litigation.
Without proper endorsements, a GC can face catastrophic uncovered losses.

This module provides a comprehensive, CE-level understanding of how to evaluate, classify,
and insure general contractors. You will learn how to identify exposures, structure coverage,
and implement risk-transfer strategies that protect both the insured and the producer.

@ 1.2 Learning Objectives

By the end of this module, the learner will be able to:

. Identify the major exposures faced by general contractors.

. Explain the importance of subcontractor risk transfer and documentation.

o Distinguish between ongoing operations and completed operations liability.

. Evaluate Builders Risk, Inland Marine, and CGL requirements for construction projects.
. Recognize the role of contracts, certificates, and endorsements in managing GC liability.
o Recommend a complete insurance program tailored to the GC’s operations.

. Identify common E&O pitfalls when insuring general contractors.

o Apply underwriting best practices to assess GC risk and avoid coverage gaps.

SECTION 2 — Detailed Exposure Analysis
&2 2.1 Premises & Operations Liability: The GC Controls the Jobsite

General contractors are responsible for the overall safety and coordination of the jobsite. Even
when subcontractors perform the physical work, the GC is often considered the “controlling
entity,” which means they can be named in lawsuits involving:

. Falls from heights

. Falling objects

. Scaffold collapses

. Excavation cave-ins

. Equipment collisions

o Injuries to visitors or inspectors
. Damage to neighboring property

Courts frequently hold GCs liable because they oversee scheduling, sequencing, and site
safety. Even if a subcontractor directly caused the injury, the GC may still be named for
negligent supervision or failure to maintain a safe site.
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Key Point: GCs can be sued for work they did not perform. This is one of the defining
exposures of the class.

& 2.2 Products & Completed Operations: The Long-Tail Exposure

Completed operations claims often arise months or years after a project is finished. These
claims are typically severe and expensive because they involve structural components or
building systems.

Common completed operations claims include:

. Water intrusion from improper flashing or roofing
. Mold growth due to moisture mismanagement

o Foundation cracking from improper compaction
. Electrical fires from faulty wiring

. HVAC failures causing property damage

. Structural failure from incorrect load calculations

Completed operations is one of the highest-severity exposures for GCs. A single defect can
impact multiple units, floors, or systems, multiplying the loss.

Key Point: Completed operations coverage must be maintained for years after project
completion. Lapses create catastrophic E&O exposure for producers.

e 2.3 Subcontractor Risk Transfer: The #1 Underwriting Concern

Subcontractor management is the most important risk-control mechanism for general
contractors. Underwriters evaluate:

. Whether the GC uses written contracts

. Whether contracts include hold-harmless and indemnification clauses

. Whether subcontractors provide certificates of insurance

o Whether additional insured endorsements are required

. Whether endorsements include both ongoing and completed operations
. Whether waivers of subrogation are required

. Whether the GC verifies coverage annually

If subcontractors are uninsured or underinsured, the GC becomes the insurer of last resort.
This is why carriers often require:

. CG 20 10 (ongoing operations)
. CG 20 37 (completed operations)
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o Primary & non-contributory wording
. Per-project aggregate limits

Key Point: A GC without a formal subcontractor risk-transfer program is considered a
high-hazard account.

96 2.4 Builders Risk Exposure: Property Under Construction

Builders Risk covers property during construction, including:

. Materials

. Supplies

. Fixtures

o Temporary structures

. Scaffolding

. Fencing
o Property in transit
. Property stored offsite

Common losses include:

. Theft of copper, lumber, or tools

o Wind damage

. Fire

. Vandalism

. Water damage from incomplete roofing

Builders Risk is essential for any GC performing new construction or major renovations.

Key Point: Builders Risk ends when the project is completed or occupied — not when the GC
decides it’'s done.

(4 2.5 Jobsite Equipment & Inland Marine Exposure

GCs often own or rent:

. Skid steers

o Mini-excavators
. Compressors

. Generators

Page 31 of 86



. Scaffolding
. Temporary fencing
. Jobsite trailers

These items move frequently and are exposed to:

. Theft

. Vandalism

. Fire

. Rollovers

o Weather damage

Inland Marine (Contractors Equipment) is the correct coverage.
Key Point: Property policies do not cover equipment once it leaves the premises.
&2 2.6 Contractual Liability Exposure

Construction contracts often require:

. Indemnification

. Additional insured status

. Primary & non-contributory wording
. Waivers of subrogation

o Higher limits

. Specific endorsements

Failure to meet these requirements can result in:

. Breach of contract
. Loss of payment

. Lawsuits

. Denied claims

Key Point: Contractual liability is not optional — it is built into the GC’s business model.
(¥} 2.7 Workers’ Compensation Exposure

Construction is one of the highest-risk industries for WC claims. GCs face:

. Falls from heights
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. Struck-by hazards

. Equipment accidents
. Lifting injuries

o Weather exposure

. Trench collapses

Underwriters evaluate:

. Safety programs
o PPE requirements
. Toolbox talks

. OSHA history
. Subcontractor WC compliance
Key Point: WC claims are severe and often involve OSHA investigations.

¢ 2.8 Auto Exposure

GCs frequently operate:
. Pickup trucks

. Trailers

. Material haulers
. Dump trucks

Risks include:

o Distracted driving

o Towing heavy loads
. Jobsite congestion
o Backing accidents

Key Point: Business Auto is essential, and MVRs matter.
SECTION 3 — Coverage Solutions & Underwriting Commentary
© 3.1 Commercial General Liability (CGL): The Core of GC Protection

CGL is the foundational coverage for general contractors. It protects against bodily injury and
property damage arising from the GC’s ongoing operations. However, CGL alone is not
enough for construction risks — especially when subcontractors are involved.
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CGL responds to:

. Injuries to third parties on the jobsite
o Damage to neighboring property

. Liability arising from GC supervision
. Premises liability

. Operations liability

But CGL excludes:

. Damage to the GC’s own work

o Damage caused by subcontractors unless properly endorsed

. Damage to property in the GC'’s care, custody, or control

o Professional liability exposures (design errors, engineering decisions)

Underwriting Focus: Carriers evaluate:

. Subcontractor controls

. Safety programs

. Loss history

. Project types (residential vs. commercial)

o Height exposures

. Use of cranes, scaffolding, or heavy equipment
. GC experience and licensing

A GC with poor subcontractor controls or a history of jobsite injuries is considered high-risk.
&2 3.2 Additional Insured Endorsements: The Backbone of Risk Transfer

General contractors must require subcontractors to name them as additional insureds for
both:

. Ongoing operations (CG 20 10)
. Completed operations (CG 20 37)

Without these endorsements, the GC may be forced to defend claims caused by subcontractors
— even when the subcontractor is clearly at fault.

Why This Matters: If a subcontractor’s work causes a loss, the GC wants the subcontractor’s
policy to respond first, not the GC's.

Underwriting Focus: Carriers want to see:
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o Written subcontractor agreements

. Certificates of insurance

. Copies of Al endorsements

o Annual verification procedures

. Primary & non-contributory wording
. Waivers of subrogation

A GC who “trusts” subcontractors without documentation is a red flag.
& 3.3 Products & Completed Operations: The Long-Tail Coverage

Completed operations covers liability for construction defects that cause damage after the
project is finished. This is one of the most expensive and litigated areas of construction
insurance.

Examples of completed operations claims:

. Water intrusion from improper flashing

o Mold from poor moisture control

. Structural failure from incorrect load calculations
. Electrical fires from faulty wiring

o Foundation issues from improper compaction

Underwriting Focus: Carriers evaluate:

. Quality of subcontractors

o Experience of supervisors

. Project documentation

. Warranty programs

. Prior defect claims

. Type of construction (multi-family is highest risk)

Completed operations claims often exceed six figures, making this coverage essential.
9B 3.4 Builders Risk: Property Under Construction

Builders Risk covers:

. Materials

. Fixtures
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. Supplies
o Temporary structures

. Scaffolding

. Fencing
. Property in transit
. Property stored offsite

Builders Risk is required for:

. New construction
o Major renovations
o Structural additions

Common Claims:

. Theft of copper, lumber, or tools

o Wind damage

. Fire

. Vandalism

. Water damage from incomplete roofing

Underwriting Focus: Carriers evaluate:

. Security measures
. Fencing

. Lighting

o Fire protection

. Project value

. Project duration

A GC who leaves materials unsecured is a high-risk account.

e 3.5 Inland Marine: Contractors Equipment

GCs rely on mobile equipment that moves from site to site. Inland Marine covers:
. Skid steers

. Mini-excavators
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. Compressors
. Generators

. Scaffolding

. Jobsite trailers

Underwriting Focus: Carriers look for:

o Serial-numbered equipment lists
. Secure storage

. Anti-theft devices

o Transportation procedures

Equipment theft is one of the most common construction losses.
[F] 3.6 Contractual Liability

Construction contracts often require:

. Indemnification

. Additional insured status

o Primary & non-contributory wording
. Waivers of subrogation

. Higher limits

CGL includes contractual liability, but only for insured contracts. Poorly drafted contracts can
create uninsured exposures.

Underwriting Focus: Carriers review:

. Contract templates
o Legal review procedures
. Documentation practices

(™} 3.7 Workers’ Compensation

WC is essential due to:

. Falls

. Struck-by hazards

o Equipment accidents
. Lifting injuries
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Trench collapses

Underwriting Focus: Carriers evaluate:

Safety programs
PPE enforcement
OSHA history

Subcontractor WC compliance

(™ 3.8 Business Auto

GCs frequently operate:

Pickup trucks
Trailers

Material haulers

Underwriting Focus: Carriers review:

MVRs
Driver training
Vehicle maintenance

Radius of operation

SECTION 4 — Case Studies & Real-World Claims

&2 4.1 Case Study: The $1.2 Million Water Intrusion Claim

Background: A GC completed a 24-unit townhome project. Eighteen months later, multiple
homeowners reported water intrusion around windows and balconies. A forensic engineer
determined that the flashing and weather-resistant barrier were improperly installed by a
subcontracted framing crew.

Loss Breakdown:

Removal of siding: $280,000

Replacement of flashing and WRB: $410,000
Interior drywall and flooring repairs: $320,000
Mold remediation: $140,000

Legal fees: $50,000

Total: $1.2 million
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Coverage Triggered:

. CGL - Completed Operations
. Subcontractor exception to “your work” exclusion
. Additional insured endorsements (if properly executed)

What Went Wrong: The GC failed to obtain completed operations additional insured
endorsements from the framing subcontractor. The subcontractor’s policy denied coverage.

Outcome:

. The GC'’s carrier paid the claim.

. The GC’s loss history deteriorated.

. The GC’s premium increased by 40% at renewal.

. The agent faced an E&O allegation for failing to verify endorsements.

Lesson: Completed operations Al endorsements (CG 20 37) are non-negotiable for GCs.
Missing them can cost millions.

& 4.2 Case Study: The Scaffold Collapse

Background: A GC oversaw a commercial renovation project. A subcontractor erected
scaffolding without proper bracing. During high winds, the scaffold collapsed, injuring two
workers and damaging the building fagade.

Loss Breakdown:

. Bodily injury claims: $620,000

. Property damage: $85,000

. OSHA fines: $18,000

. Total: $723,000

Coverage Triggered:

. CGL - Ongoing Operations

. Workers’ Compensation (for injured workers)

What Went Wrong: The GC did not verify the subcontractor’s safety program or training
documentation. The subcontractor also lacked adequate liability limits.

Outcome:
. The GC was named in the lawsuit for negligent supervision.
. The GC'’s carrier paid the claim.
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o The subcontractor’s policy contributed minimally due to low limits.

Lesson: GCs must verify subcontractor safety practices and insurance limits — not just collect
certificates.

96 4.3 Case Study: Builders Risk Denial Due to Early Occupancy

Background: A GC completed a mixed-use building. Before the final inspection, the owner
moved furniture into several units. A week later, a fire caused $480,000 in damage.

Loss Breakdown:

. Structural repairs: $310,000

. Smoke remediation: $120,000

. Debris removal: $50,000

Coverage Triggered:

. Builders Risk (if still active)

. Property policy (if occupancy had begun)

What Went Wrong: The owner took partial occupancy, which triggered the termination clause
in the Builders Risk policy. The GC assumed coverage was still active.

Outcome:

. Builders Risk denied the claim.

. The owner sued the GC for failing to advise on coverage.
. The agent was drawn into the dispute.

Lesson: Builders Risk ends at completion or occupancy — whichever comes first. Producers
must educate GCs and owners on this trigger.

e 4.4 Case Study: Stolen Equipment and the Inland Marine Gap

Background: A GC stored a skid steer, generator, and tools in an unsecured jobsite trailer.
Thieves broke in overnight and stole everything.

Loss Breakdown:

. Skid steer: $38,000

. Generator: $6,500

. Tools: $14,000

. Trailer damage: $2,800
. Total: $61,300
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Coverage Triggered:
. Inland Marine — Contractors Equipment (if purchased)

What Went Wrong: The GC assumed the property policy covered equipment “wherever it
goes.” It did not.

Outcome:

. No coverage.

. The GC paid out of pocket.
. The agent lost the account.

Lesson: Contractors Equipment coverage is essential. Property policies do not follow
equipment offsite.

[[] 4.5 Case Study: Contractual Liability Failure

Background: A GC signed a contract requiring:

. $2M per-occurrence limits

. Additional insured status

o Primary & non-contributory wording
. Waiver of subrogation

The GC'’s policy only provided $1M limits and lacked the required endorsements.

Loss: A subcontractor caused a $900,000 property damage claim. The project owner sued the
GC for breach of contract.

Outcome:

. The GC paid $300,000 out of pocket.

. The GC was removed from the preferred vendor list.

Lesson: Contract requirements must be reviewed before binding coverage.
SECTION 5 — Applied Learning Exercises

@ 5.1 Knowledge Check: Exposure Identification

Match each scenario to the correct coverage type. This reinforces the distinctions between
CGL, Builders Risk, Inland Marine, Contractual Liability, and Completed Operations — the five
most commonly misunderstood coverages for GCs.

Scenarios:

1. A subcontractor’s faulty wiring causes a fire six months after project completion.
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A skid steer is stolen from an unsecured jobsite overnight.

A visitor to the jobsite trips over debris and suffers a head injury.

A contract requires the GC to provide additional insured status to the project owner.
A windstorm damages partially installed roofing during construction.

A subcontractor’'s employee falls from scaffolding erected incorrectly.

A GC signs a contract requiring $2M limits but only carries $1M.

® N o o > w N

A trench collapses, injuring a worker and damaging underground utilities.
Coverage Options:

A. CGL — Ongoing Operations

B. CGL — Completed Operations

C. Inland Marine — Contractors Equipment

D. Builders Risk

E. Workers’ Compensation

F. Contractual Liability

G. CGL - Premises Liability

Answer Key: 1B, 2C, 3G, 4F, 5D, 6A/E (both apply), 7F, 8A/E (both apply)
&2 5.2 Scenario Exercise: Building a Coverage Package

Scenario: “Summit Ridge Construction” is a GC specializing in mid-rise commercial buildings.
They subcontract 90% of their work, operate multiple jobsites simultaneously, and own several
pieces of mobile equipment. They require subcontractors to sign agreements but do not verify
additional insured endorsements.

Which coverages are essential? Select all that apply:

1. CGL with Ongoing & Completed Operations

Additional Insured Endorsements (CG 20 10 & CG 20 37)
Builders Risk

Inland Marine — Contractors Equipment

Business Auto

Workers’ Compensation

Contractual Liability

© N o o bk~ w0 b

Cyber Liability
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9. Employment Practices Liability
Correct Answers: 1, 2, 3, 4, 5, 6, 7 (8 and 9 are recommended but not essential)

Teaching Point: GCs who rely heavily on subcontractors must have airtight risk-transfer
procedures. Missing Al endorsements is one of the most common — and most expensive —
GC coverage failures.

Ij 5.3 Applied Underwriting Exercise

Question: A GC tells you they “always get certificates” from subcontractors. When you ask for
copies of additional insured endorsements, they say, “We don’t usually bother with those.”

Correct Response:

o Explain that certificates do not grant additional insured status.

. Request copies of CG 20 10 and CG 20 37 endorsements.

o Recommend implementing a subcontractor compliance checklist.
o Document the conversation in your agency management system.

Why This Matters: Certificates alone create a massive E&O exposure. Endorsements are the
only binding proof of coverage.

& 5.4 Mini-Case: Builders Risk Trigger Failure

Scenario: A GC begins interior work before the Builders Risk policy is formally bound. A fire
breaks out during electrical installation, causing $240,000 in damage.

Question: Which coverage responds, and what underwriting red flags does this reveal?

Answer:
o No coverage applies because Builders Risk was not yet in force.
o Red flags include poor project planning, lack of documentation, and failure to coordinate

coverage start dates.

Teaching Point: Builders Risk must be bound before materials arrive or work begins. Delays
create uninsured exposures.

e 5.5 Mini-Case: Equipment Theft & Inland Marine

Scenario: A generator and tools are stolen from a locked jobsite trailer. The GC believes the
property policy covers them.

Correct Coverage:

o Inland Marine — Contractors Equipment
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Teaching Point: Property policies do not cover mobile equipment or tools offsite. Inland Marine
is mandatory for GCs.

SECTION 6 — Summary & Key Takeaways
¥% 6.1 Summary of Key Concepts

General contractors operate in one of the most complex and high-hazard industries in the
commercial insurance marketplace. Their exposures span premises liability, ongoing
operations, completed operations, contractual liability, Builders Risk, Inland Marine,
Business Auto, and Workers’ Compensation. Unlike artisan contractors, GCs assume
responsibility for the entire project — including the work of subcontractors — which dramatically
increases their liability footprint.

Throughout this module, we explored the full landscape of GC exposures:

. Premises & operations liability arising from jobsite hazards, falling objects, equipment
movement, and visitor injuries.

. Completed operations liability, which often surfaces months or years after project
completion and can involve structural failures, water intrusion, mold, and electrical fires.

. Subcontractor risk transfer, the single most important underwriting factor for GCs,
requiring contracts, certificates, and additional insured endorsements.

. Builders Risk, which protects property under construction and ends at completion or
occupancy.

o Inland Marine, which covers mobile equipment and tools that move from site to site.

. Contractual liability, which is built into nearly every construction agreement and must

be supported by proper endorsements.

o Workers’ Compensation, a high-severity exposure due to falls, struck-by hazards,
equipment accidents, and trench collapses.

. Business Auto, essential for fleets of pickups, trailers, and material haulers.

We also examined real-world claims that demonstrate how coverage failures — especially
missing additional insured endorsements, incomplete Builders Risk timing, or lack of Inland
Marine — can cost hundreds of thousands or even millions of dollars.

@ 6.2 Key Takeaways for Producers

. Subcontractor risk transfer is everything. Without written contracts, Al endorsements,
and verification procedures, the GC becomes the insurer of last resort.

o Certificates are not enough. Only endorsements grant additional insured status.

. Completed operations is a long-tail exposure. Coverage must remain in force for
years after project completion.
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. Builders Risk must be bound before work begins. Early occupancy or late binding
creates uninsured losses.

o Inland Marine is mandatory for mobile equipment and tools — property policies do not
cover them offsite.

. Contract requirements must be reviewed before binding coverage. Failure to meet
them can result in breach-of-contract lawsuits.

. GCs can be sued for work they didn’t perform. This is why subcontractor controls
and documentation matter so much.

o Documentation protects the producer. Every conversation about subcontractor
controls, endorsements, and contract requirements should be recorded.

. Multi-family and large commercial projects carry higher severity. These accounts
require stronger underwriting and higher limits.

CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

Introduction to Logging Operations

With a strong foundation in contractor-based exposures and coverage design, you're now ready
to move into one of the most complex and hazardous industries in commercial insurance —
Logging Operations. This module shifts from traditional construction risks to the unique
challenges of timber harvesting, where severity potential is significantly higher and coverage
requirements are far more specialized.

In this section, we will explore:

. High-hazard operational exposures (felling, skidding, loading, hauling)

o Heavy equipment risks involving feller-bunchers, skidders, loaders, and harvesters
. Workers’ Compensation challenges in remote, high-severity environments

o Commercial Auto exposures for log trucks operating on steep, rural terrain

. Environmental and pollution risks from fuel, hydraulic fluid, and road building

o Timber trespass and boundary-related liability

o Fire liability and wildfire suppression costs

. Producer E&O pitfalls unique to logging operations

This module builds on the same principles you've learned so far but applies them to a
high-hazard, heavily regulated industry with its own risk profile, operational realities, and
insurance requirements. Logging demands a deeper understanding of equipment, terrain,
environmental impact, and catastrophic-loss potential — making it one of the most specialized
classes a producer can handle.
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¥%¥ MODULE 3 — INSURING LOGGING OPERATIONS
SECTION 1 — Introduction & Learning Objectives
& 1.1 Introduction: The High-Hazard World of Logging Operations

Logging is consistently ranked as one of the most dangerous industries in the United
States, with fatality rates far exceeding construction, manufacturing, and transportation. The
combination of heavy equipment, remote worksites, steep terrain, unpredictable weather, and
physically demanding labor creates a risk environment unlike any other commercial class.

Logging operations involve:
o Felling trees

. Skidding logs

o Loading and hauling timber

. Operating chainsaws, harvesters, loaders, and skidders
. Working on steep slopes and uneven ground

o Transporting logs on public roads

. Maintaining equipment in remote locations

Each of these activities introduces severe exposures, including catastrophic injury, property
damage, environmental liability, and auto-related losses.

Unlike many industries, logging operations often occur far from emergency services, which
increases both the severity and cost of claims. A minor injury in a warehouse can become
life-threatening in the woods.

Logging companies also face unique insurance challenges:

. High Workers’ Compensation rates

. Strict DOT and FMCSA requirements for log trucks

. Specialized Inland Marine needs for equipment

. Environmental exposures from fuel spills and road building

. Contractual requirements from mills, landowners, and timber buyers
. Seasonal operations and fluctuating payroll

. Multi-state exposures when hauling across state lines

Because of these complexities, logging is considered a specialty underwriting class, and
many carriers either restrict or decline the exposure entirely. Producers must understand the
operational realities of logging to properly structure coverage and avoid E&O exposure.
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This module provides a comprehensive, CE-level understanding of how to evaluate, classify,
and insure logging operations. You will learn how to identify exposures, structure coverage, and
implement risk-control strategies that protect both the insured and the producer.

@ 1.2 Learning Objectives

By the end of this module, the learner will be able to:

o Identify the major exposures associated with logging operations.

o Distinguish between felling, skidding, loading, and hauling exposures.

. Evaluate Workers’ Compensation risks unique to logging.

o Explain the importance of Inland Marine coverage for logging equipment.

. Recognize auto and transportation exposures for log trucks.

. Assess environmental and pollution risks related to fuel, oil, and road building.

o Recommend a complete insurance program tailored to logging operations.

. Identify common E&O pitfalls when insuring high-hazard industries.

o Apply underwriting best practices to assess logging risks and avoid coverage gaps.

SECTION 2 — Detailed Exposure Analysis
# 2.1 The Nature of Logging Risk: Why It’s a High-Hazard Class

Logging operations combine remote locations, heavy machinery, manual labor,
transportation, and environmental hazards. These factors create a risk environment with:

. High frequency of injuries

. High severity of claims

o Limited access to emergency services
o Complex equipment exposures

. Multi-line insurance needs

Logging is one of the few industries where Workers’ Compensation, Auto, and Inland Marine
all carry catastrophic loss potential.

& 2.2 Felling Operations: The Most Dangerous Phase

Felling is the process of cutting down trees. It is consistently the highest-severity exposure in
logging.

Major exposures include:

. “Widow-maker” branches falling unpredictably
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o Trees falling in unintended directions

. Kickback from chainsaws

. Slips and falls on uneven terrain

. Struck-by injuries from falling timber

. Weather-related hazards (wind, ice, rain)
. Fatigue and long shifts

Underwriting concerns:

. Experience of sawyers

. Use of mechanized harvesters vs. manual felling
. Terrain slope

o Weather protocols

. Safety training and PPE compliance

. Communication systems in remote areas

Key point: Manual felling is significantly more hazardous than mechanized harvesting.
&3 2.3 Skidding Operations: Moving Logs to the Landing

Skidding involves dragging felled logs to a central landing area using skidders, forwarders, or
tractors.

Major exposures include:

o Equipment rollovers

. Cable snap-back injuries

o Collisions with stumps, rocks, or other equipment
. Slips and falls while attaching chokers

. Struck-by hazards from swinging logs

. Mechanical failures in remote areas

Underwriting concerns:

. Type and age of equipment
. Operator training

o Maintenance logs

o Terrain steepness
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o Use of winch lines vs. grapple skidders

Key point: Skidding is one of the top sources of severe Workers’ Compensation claims.
(] 2.4 Loading Operations: Log Handling at the Landing

Loading involves using loaders, knucklebooms, or cranes to place logs onto trucks.

Major exposures include:

. Log roll-offs

. Loader tip-overs
. Hydraulic failures
. Struck-by injuries
. Crushing hazards
. Equipment fires

Underwriting concerns:

. Loader operator experience

. Ground stability at the landing

. Equipment age and maintenance

. Use of spotters

o Lighting for early-morning or late-day operations

Key point: Loading is a high-severity exposure due to the weight and unpredictability of logs.
¢l 2.5 Hauling Operations: Log Trucks on Public Roads

Hauling is one of the most dangerous aspects of logging due to the combination of heavy loads,
rural roads, and long distances.

Major exposures include:

. Overturns on curves or steep grades
. Load securement failures

. Brake failures

o Collisions with passenger vehicles

. Driver fatigue

. Weather hazards

. DOT/FMCSA compliance issues
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Underwriting concerns:

o Driver MVRs

o Hours-of-service compliance

. Vehicle maintenance

. Load securement procedures

o Route planning

. Experience with steep or unpaved roads

Key point: Log trucks have some of the highest severity auto losses in commercial insurance.
ﬁE 2.6 Equipment Exposure: Heavy Machinery in Remote Areas

Logging operations rely on:

. Feller-bunchers
. Harvesters

. Skidders

. Forwarders

. Loaders

. Knucklebooms
. Chippers

. Mulchers

. Dozers

Major exposures include:

. Equipment fires

. Rollovers

. Mechanical breakdowns

. Theft (especially catalytic converters, batteries, fuel)
. Damage during transport

o High repair and replacement costs

Underwriting concerns:

o Equipment age and condition
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o Maintenance logs

. Storage practices
o Fire suppression systems
. Operator training

Key point: Inland Marine is essential — property policies do not cover mobile equipment.
@ 2.7 Environmental & Pollution Exposures

Logging operations create environmental exposures through:

o Fuel spills

. Hydraulic fluid leaks

o Road building and erosion

. Stream crossings

. Soil disturbance

o Improper storage of lubricants and chemicals

Underwriting concerns:

o Spill-response plans

. Fuel storage practices

o Environmental permits

. BMP (Best Management Practices) compliance
. Proximity to waterways

Key point: Pollution liability is often overlooked but can be required by mills or landowners.
(¥} 2.8 Workers’ Compensation Exposure: The Highest Severity Line

Logging has one of the highest WC rates in the country due to:

. Chainsaw injuries

. Struck-by hazards

. Equipment rollovers

. Slips and falls

. Heat and cold stress

. Long distances from medical care
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Underwriting concerns:

. Experience modification factor
. Safety programs

o PPE compliance

. First-aid training

o Crew size and supervision

. Mechanization level

Key point: WC is the most critical line for logging operations — and the most expensive.
[F] 2.9 Contractual & Regulatory Exposures

Logging companies often work under contracts with:

. Mills

. Landowners

o Timber buyers

. Government agencies

These contracts may require:

. Additional insured status

. Waivers of subrogation

. Specific equipment standards

. Environmental compliance

. Proof of Workers’ Compensation

Auto liability limits above statutory minimums

Key point: Contract requirements drive coverage structure.

SECTION 3 — Coverage Solutions & Underwriting Commentary

© 3.1 Commercial General Liability (CGL): Core Protection for Logging Operations

CGL is essential for logging operations, but it behaves differently than in most industries due to
the nature of the work.

CGL responds to:
o Damage to landowner property

. Damage to structures, fences, or roads
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Injuries to third parties (inspectors, landowners, visitors)
Fire caused by equipment or fuel handling

Liability arising from operations on or near public land

Key exclusions to watch:

Logging operations exclusions (some carriers add these automatically)
Fire damage exclusions
Timber trespass exclusions

Property damage to land being worked on

Underwriting Focus:

Experience of the logging crew

Type of logging (clear-cut, thinning, select cut)
Terrain and slope

Proximity to structures or utilities
Fire-prevention protocols

Contract requirements from mills or landowners

Critical point: Many carriers restrict or exclude logging operations entirely. Producers must
verify that the CGL policy explicitly allows logging.

& 3.2 Timber Trespass Coverage

Timber trespass occurs when a logger cuts trees outside the permitted boundary, even
unintentionally.

Losses may include:

Triple damages (in many states)
Replanting costs
Surveying costs

Legal fees

Underwriting Focus:

GPS boundary verification
Surveying practices

Crew training
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o Prior trespass incidents
Critical point: Timber trespass is often excluded unless specifically endorsed.
& 3.3 Workers’ Compensation: The Most Critical Line

Logging has one of the highest WC rates in the country due to:

. Chainsaw injuries

. Struck-by hazards

o Equipment rollovers

. Slips and falls

. Heat/cold exposure

o Remote locations delaying medical care

Underwriting Focus:

. Experience modification factor

. Mechanization level (mechanized = safer)
. Safety programs and PPE compliance

. First-aid and CPR training

. Crew size and supervision

. Use of subcontractors vs. employees

Critical point: WC is the single most important coverage for logging operations — and the most
expensive.

3.4 Commercial Auto: Log Trucks & Hauling Exposures

Log trucks are among the highest-severity vehicles in commercial auto due to:

o Heavy loads

. High center of gravity

. Rural roads

. Steep grades

. Long stopping distances
. Load securement risks

Underwriting Focus:

. Driver MVRs
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o Hours-of-service compliance

. Vehicle maintenance logs

o Brake inspections

o Load securement procedures

. Route planning

o Experience with steep or unpaved roads

Critical point: Many carriers require higher liability limits for log trucks due to catastrophic
loss potential.

& 3.5 Inland Marine: Logging Equipment Coverage

Logging equipment is expensive, mobile, and exposed to harsh conditions. Inland Marine is
mandatory.

Covered equipment includes:

. Feller-bunchers
. Harvesters

. Skidders

. Forwarders

. Loaders

. Knucklebooms
. Chippers

. Mulchers

. Dozers

Major exposures:

. Fire

. Rollovers

. Mechanical breakdown

. Theft (especially fuel, batteries, catalytic converters)
o Damage during transport

. Vandalism

Underwriting Focus:
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o Equipment age and condition

. Maintenance logs
o Fire suppression systems
. Storage practices
. Operator training

Critical point: Property policies do not cover mobile equipment. Inland Marine is the correct
solution.

@ 3.6 Pollution Liability: Fuel, Oil, and Environmental Hazards

Logging operations create pollution exposures through:

. Fuel spills

. Hydraulic fluid leaks

. Road building and erosion
. Stream crossings

. Soil disturbance

Underwriting Focus:

o Spill-response plans

. Fuel storage (double-walled tanks, containment)
o Environmental permits

. BMP (Best Management Practices) compliance
. Proximity to waterways

Critical point: Pollution liability is often required by mills, landowners, or government agencies.
[[] 3.7 Contractual Liability & Additional Insured Requirements

Logging companies often work under contracts requiring:

. Additional insured status

o Primary & non-contributory wording

. Waivers of subrogation

. Specific auto limits

. Proof of Workers’ Compensation

o Environmental compliance documentation
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Underwriting Focus:

. Contract review
. Certificate management
o Documentation practices

Critical point: Certificates alone are not enough — endorsements must be verified.
& 3.8 Fire Liability & Firefighting Expense Coverage

Logging equipment can spark wildfires due to:

. Hot exhaust

. Dry vegetation

o Fuel spills

. Mechanical failures

Some policies offer:

o Fire suppression expense coverage
. Firefighting cost reimbursement
. Liability for wildfire spread

Critical point: Wildfire liability can reach millions. This is a must-review coverage.
[ 3.9 Business Income & Extra Expense

Logging operations may need BI/EE coverage for:

o Equipment breakdown
. Road closures

. Mill shutdowns

. Weather-related delays

Underwriting Focus:

. Dependency on specific mills
. Seasonal operations
o Equipment redundancy

SECTION 4 — Case Studies & Real-World Claims

& 4.1 Case Study: Chainsaw Kickback — $1.1 Million Workers’ Compensation Claim
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Background: A 12-year veteran sawyer was felling a large hardwood tree on a steep slope.
The saw hit a hidden knot, causing violent kickback. The chain struck the worker’s shoulder and
neck.

Loss Breakdown:

. Emergency airlift: $38,000

. Surgeries and hospitalization: $410,000
. Long-term disability payments: $620,000

. Rehabilitation: $32,000

. Total: $1.1 million
Coverage Triggered:

o Workers’ Compensation

What Went Wrong: The worker was experienced, but the crew had skipped the morning safety
briefing due to weather delays.

Outcome:

. WC carrier paid the full claim.

. Experience mod increased dramatically.

. Premium increased by over $90,000 annually.

Lesson: WC is the most critical line for logging operations — and safety meetings are not
optional.

W 4.2 Case Study: Log Truck Rollover — $2.4 Million Auto Liability Claim

Background: A fully loaded log truck was descending a steep grade when the driver
downshifted too late. The brakes overheated, the truck lost control, and it overturned onto a
two-lane highway, striking a passenger vehicle.

Loss Breakdown:

. Passenger vehicle injuries: $1.8 million

. Property damage: $140,000

. Environmental cleanup (fuel spill): $60,000
. Defense and legal fees: $400,000

. Total: $2.4 million

Coverage Triggered:

. Commercial Auto Liability
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. Environmental cleanup (if endorsed)

What Went Wrong: Brake maintenance logs were incomplete. The driver had exceeded
hours-of-service limits earlier in the week.

Outcome:

. Carrier paid the claim.

. DOT conducted a full compliance audit.

o The insured was required to implement a new maintenance program.

Lesson: Log trucks are catastrophic-loss vehicles. Maintenance documentation is as important
as the coverage itself.

& 4.3 Case Study: Equipment Fire — $380,000 Inland Marine Loss

Background: A feller-buncher caught fire after hydraulic fluid leaked onto the exhaust manifold.
The machine was fully engulfed before the operator could exit.

Loss Breakdown:

. Equipment replacement: $350,000

. Debris removal: $12,000

. Site cleanup: $18,000

. Total: $380,000

Coverage Triggered:

. Inland Marine — Contractors Equipment

What Went Wrong: The machine’s fire suppression system had not been serviced in three
years.

Outcome:
. Carrier paid the claim but added a maintenance-compliance endorsement at renewal.
o Premium increased significantly.

Lesson: Inland Marine is mandatory — and fire suppression maintenance is a major
underwriting factor.

& 4.4 Case Study: Timber Trespass — $210,000 Boundary Error

Background: A logging crew mistakenly crossed a property line and harvested 38 mature
hardwood trees belonging to a neighboring landowner.

Loss Breakdown:
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. Timber value: $70,000

. Triple damages (state statute): $210,000
. Surveying and legal fees: $18,000

. Total: $298,000

Coverage Triggered:
. Timber Trespass (if endorsed)
. Otherwise: No coverage

What Went Wrong: The crew relied on verbal boundary descriptions instead of GPS mapping
or a recent survey.

Outcome:

. No coverage.

o Logging company paid the full amount.
. Landowner terminated the contract.

Lesson: Timber trespass is often excluded unless specifically endorsed. Boundary verification
is essential.

@ 4.5 Case Study: Fuel Spill — $145,000 Environmental Loss

Background: A skidder ruptured a hydraulic line near a stream crossing. Hydraulic fluid and
diesel fuel entered the waterway.

Loss Breakdown:

. Environmental cleanup: $112,000
. Water testing: $9,000

. Fines and penalties: $24,000

. Total: $145,000

Coverage Triggered:

. Pollution Liability (if purchased)

What Went Wrong: The insured declined pollution coverage because “we’ve never had a spill.”

Outcome:

o No coverage.

. Insured paid the full amount.

. State forestry agency required additional compliance measures.
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Lesson: Pollution liability is not optional for logging operations — spills are inevitable.
] 4.6 Case Study: Loader Roll-Off — $520,000 CGL Claim

Background: A loader operator placed logs on a truck without using a spotter. A log rolled off
the opposite side and struck a subcontractor’'s employee.

Loss Breakdown:

. Medical expenses: $260,000

. Lost wages: $110,000

. Settlement: $150,000

. Total: $520,000

Coverage Triggered:

. CGL - Ongoing Operations

. WC (for subcontractor’s employee, depending on state law)

What Went Wrong: The subcontractor did not carry valid WC coverage. The GC had not
verified certificates in over a year.

Outcome:
. GC’s CGL carrier paid the claim.
. GC faced an E&O allegation for failing to verify subcontractor coverage.

Lesson: Subcontractor WC verification is critical — especially in high-hazard industries.
SECTION 5 — Applied Learning Exercises
@ 5.1 Knowledge Check: Exposure Identification

Match each scenario to the correct coverage type. This reinforces the distinctions between
CGL, Auto, Inland Marine, WC, Pollution, and Timber Trespass — the most commonly
misunderstood coverages in logging.

Scenarios:

1. A skidder overturns on a steep slope, injuring the operator.

A log truck loses its load on a curve, striking an oncoming vehicle.

A feller-buncher catches fire due to a hydraulic leak.

A crew accidentally crosses a boundary and cuts trees on a neighboring property.

A loader drops a log that injures a subcontractor’'s employee.
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A diesel tank leaks into a nearby stream.
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7. A landowner claims the logger damaged a private access road during operations.
8. A chainsaw kickback injures a worker’s hand.

Coverage Options:

A. Workers’ Compensation

B. Commercial Auto Liability

C. Inland Marine — Logging Equipment

D. Timber Trespass

E. Pollution Liability

F. CGL — Ongoing Operations

Answer Key: 1A, 2B, 3C, 4D, 5F (and possibly A depending on employment status), 6E, 7F, 8A
& 5.2 Scenario Exercise: Building a Coverage Package

Scenario: “North Ridge Timber Co.” operates two feller-bunchers, three skidders, a loader, and
four log trucks. They harvest on steep terrain, cross streams regularly, and subcontract hauling
during peak season. They store fuel in 500-gallon tanks at remote landings.

Which coverages are essential? Select all that apply:
1. CGL with logging operations included

Workers’ Compensation

Commercial Auto (log trucks + hired/non-owned)
Inland Marine — Logging Equipment

Pollution Liability

Timber Trespass

Umbrella Liability

Cyber Liability

© ® N o 0o > w N

Employment Practices Liability
Correct Answers: 1, 2, 3, 4, 5,6, 7 (8 and 9 are recommended but not essential)

Teaching Point: Logging is a multi-line, high-hazard class. Every major coverage line has
catastrophic loss potential.

& 5.3 Applied Underwriting Exercise
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Question: A logging company tells you they “don’t need pollution coverage because they only
store a little fuel.” You learn they keep 300-500 gallons at each landing and refuel equipment
daily.

Correct Response:

o Explain that even small spills can trigger environmental cleanup requirements.
o Note that hydraulic fluid leaks are more common than fuel spills.

. Emphasize that many mills and landowners require pollution coverage.

o Document the conversation in the agency management system.

Why This Matters: Pollution liability is one of the most frequently declined — and most
frequently needed — coverages in logging.

¢l 5.4 Mini-Case: Auto Liability Failure

Scenario: A log truck driver with two prior speeding violations overturns on a wet curve. The
insured never checked MVRs and assumed the driver was “fine.”

Question: Which coverage responds, and what underwriting red flags does this reveal?

Correct Coverage:

. Commercial Auto Liability
Red Flags:

o No MVR review process

. No driver qualification file

. No documented training

o High-severity vehicle class

Teaching Point: Driver vetting is non-negotiable for log truck operations.

9B 5.5 Mini-Case: Equipment Theft & Inland Marine

Scenario: A loader left overnight at a landing is stripped of batteries, wiring, and fuel.
Correct Coverage:

. Inland Marine — Logging Equipment

Teaching Point: Remote worksites increase theft exposure. Equipment should be scheduled
and properly valued.

@ 5.6 Mini-Case: Timber Trespass Boundary Error

Scenario: A crew relies on an outdated map and crosses onto a neighboring parcel.
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Correct Coverage:

. Timber Trespass (if endorsed)

Teaching Point: Boundary verification (GPS, surveys, updated maps) is essential.
SECTION 6 — Summary & Key Takeaways

¥% 6.1 Summary of Key Concepts

Logging operations represent one of the most hazardous and insurance-complex industries in
the United States. Unlike traditional commercial classes, logging combines remote worksites,
heavy machinery, manual felling, transportation exposures, and environmental hazards
— each capable of producing catastrophic losses.

Throughout this module, we explored the full landscape of logging exposures:

o Felling hazards, including chainsaw kickback, falling timber, and unpredictable terrain.
. Skidding exposures, such as equipment rollovers, cable snap-back, and struck-by
injuries.

o Loading risks, including log roll-offs, loader tip-overs, and crushing injuries.

o Hauling exposures, where log trucks present some of the highest severity auto losses

in commercial insurance.

. Equipment exposures, with feller-bunchers, skidders, and loaders requiring specialized
Inland Marine coverage.

o Environmental exposures, including fuel spills, hydraulic leaks, and erosion from road
building.
. Workers’ Compensation, the most critical and expensive line due to high injury severity

and remote medical access.

o Contractual exposures, driven by mills, landowners, and timber buyers who require
strict compliance with insurance and safety standards.

We also examined real-world claims demonstrating how coverage failures — especially missing
pollution liability, inadequate auto limits, or lack of timber trespass coverage — can financially
devastate a logging company.

@ 6.2 Key Takeaways for Producers

. Workers’ Compensation is the cornerstone of logging insurance. Injury severity is
extremely high, and medical access is limited.

o Commercial Auto for log trucks is a catastrophic-loss line. Driver vetting,
maintenance logs, and load securement procedures are essential.
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. Inland Marine is mandatory for logging equipment. Property policies do not cover
mobile machinery.

o Pollution liability is not optional. Hydraulic leaks and fuel spills are common and
expensive.

. Timber trespass must be endorsed — it is often excluded and can result in triple
damages.

o CGL must explicitly allow logging operations. Some carriers exclude logging by
default.

. Fire liability and suppression expense coverage are critical due to wildfire potential.
. Contract requirements drive coverage structure. Mills and landowners often require

Al status, waivers of subrogation, and higher limits.

o Documentation protects the insured and the producer. Maintenance logs, safety
meetings, MVR checks, and boundary verification reduce both claims and E&O exposure.

. Mechanized operations are safer. Underwriters heavily favor mechanized felling over
manual chainsaw work.

CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

6.3 Preparing for Module 4

With a strong understanding of logging exposures and the specialized coverage solutions
required for high-hazard timber operations, you’re now ready to move into Module 4.

Insuring Trucking & Transportation

A natural follow-up to logging, this module expands into the broader world of commercial
trucking, where auto liability, driver qualification, DOT compliance, cargo coverage, and
high-severity losses take center stage.

¥ MODULE 4 — INSURING TRUCKING & TRANSPORTATION
SECTION 1 — Introduction & Learning Objectives
™ 1.1 Introduction: The High-Severity World of Trucking & Transportation

The trucking and transportation sector is one of the most complex, heavily regulated, and
high-severity industries in commercial insurance. Unlike artisan contractors or logging
operations—where exposures are tied to jobsite hazards—transportation risks follow the insured
everywhere they go. Every mile driven introduces new variables: weather, road conditions,
cargo type, driver fatigue, vehicle maintenance, and interactions with the public.

Trucking operations range from single-unit owner-operators to large fleets hauling specialized
cargo across multiple states. Regardless of size, all carriers face a similar set of challenges:

. High-severity auto liability exposure
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. Strict DOT and FMCSA compliance requirements

o Driver qualification and MVR management

o Cargo loss and damage exposures

o Equipment valuation and physical damage considerations

. Environmental exposures from fuel, oil, and hazardous cargo

o Business interruption risks tied to vehicle downtime

. Contractual requirements from shippers, brokers, and freight forwarders

Trucking is also one of the few industries where a single loss can exceed $1 million, $5
million, or even $10 million, especially when passenger vehicles are involved. Nuclear
verdicts—jury awards exceeding $10 million—have become increasingly common in
transportation litigation, making proper coverage design essential.

Because of these factors, trucking is considered a specialty underwriting class, and many
carriers restrict or decline certain types of hauling. Producers must understand the operational
realities of trucking to structure coverage properly and avoid E&O exposure.

This module provides a comprehensive, CE-level understanding of how to evaluate, classify,
and insure trucking and transportation risks. You will learn how to identify exposures, structure
coverage, and implement risk-control strategies that protect both the insured and the producer.

@ 1.2 Learning Objectives

By the end of this module, the learner will be able to:

. Identify the major exposures associated with trucking and transportation operations.

. Distinguish between different types of trucking risks (local, intermediate, long-haul,
specialized).

. Evaluate driver qualification, MVR history, and FMCSA compliance.

. Explain the importance of Commercial Auto Liability and the factors that drive severity.
o Understand cargo coverage forms and exclusions.

. Recognize physical damage valuation issues for tractors and trailers.

. Assess environmental and pollution risks related to fuel, oil, and hazardous materials.
o Recommend a complete insurance program tailored to trucking operations.

. Identify common producer E&O pitfalls in transportation accounts.

o Apply underwriting best practices to assess trucking risks and avoid coverage gaps.

1.3 Preparing for Section 2
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Section 2 will break down trucking exposures in detail, including:

. Driver-related exposures

o Vehicle-related exposures

o Cargo-related exposures

. Regulatory exposures

o Environmental exposures

. Contractual exposures

o Business interruption exposures

SECTION 2 — Detailed Exposure Analysis
¢® 2.1 The Nature of Transportation Risk: Why Trucking Is a High-Severity Class

Trucking and transportation risks differ from most commercial classes because the exposure is
mobile, continuous, and public-facing. Every mile driven introduces new variables:

. Weather

. Road conditions

. Traffic density

. Driver fatigue

. Cargo type

o Vehicle condition

o Regulatory compliance

Unlike jobsite-based industries, trucking losses often involve third-party motorists, which
dramatically increases severity. A single accident can result in:

. Multi-vehicle collisions

. Bodily injury or fatalities

. Environmental cleanup

. Cargo loss

. Litigation and nuclear verdicts

This makes trucking one of the most heavily underwritten and regulated industries in the
insurance marketplace.

£ 2.2 Driver-Related Exposures: The Human Factor
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Drivers are the single largest loss driver in transportation accounts. Underwriters evaluate:

Key Exposures

o Distracted driving

o Fatigue and hours-of-service violations
. Speeding and aggressive driving

. Substance use

. Poor decision-making under pressure
. Inadequate training

. Medical conditions affecting alertness

Underwriting Focus

. MVR history (3-5 years)

o CDL endorsements and experience

. Age (under 25 and over 65 = higher risk)

o Employment history and turnover

. Training programs and ride-along evaluations
. Drug and alcohol testing compliance

o Hours-of-service monitoring

Critical point: A single high-risk driver can jeopardize an entire fleet’s insurability.
¢l 2.3 Vehicle-Related Exposures: Equipment, Maintenance & Technology

Tractors, trailers, and straight trucks introduce significant physical and operational exposures.

Key Exposures

. Brake failures

. Tire blowouts

. Steering and suspension failures

. Trailer sway

o Rollovers on curves or grades

. Blind-spot collisions

o Rear-end collisions due to long stopping distances
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Underwriting Focus

Age and condition of equipment

Preventive maintenance schedules

Brake inspection documentation

Use of telematics and dash cameras

Trailer type (dry van, flatbed, refrigerated, tanker)

Safety technology (collision avoidance, lane assist)

Critical point: Maintenance logs are as important as the coverage itself. Missing
documentation is a major red flag.

(@) 2.4 Cargo-Related Exposures: What’s Being Hauled Matters

Cargo type dramatically affects risk. Underwriters classify cargo into categories:

Low-Hazard Cargo

Dry goods
Packaged products
Furniture

Consumer goods

Moderate-Hazard Cargo

Refrigerated goods
Building materials
Machinery

Electronics

High-Hazard Cargo

Steel coils

Lumber and logs
Heavy equipment
Hazardous materials

Fuel and chemicals

Key Exposures

Load securement failures
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. Cargo theft

o Temperature control failures
o Contamination or spoilage
o Hazardous material spills

Critical point: Cargo type determines carrier appetite, pricing, and required endorsements.
[ 2.5 Radius of Operation & Route-Based Exposures

Where the insured drives is as important as what they drive.

Local Radius (0-50 miles)

. Higher frequency
. Lower severity
. Urban congestion risks

Intermediate Radius (50—-200 miles)
o Balanced frequency and severity
. Mix of rural and urban exposures

Long-Haul (200+ miles)

. Lower frequency

. Highest severity

o Fatigue and weather exposure

. Multi-state regulatory compliance

Route-Based Risks
o Mountain passes

. High-wind corridors

Ice-prone regions
. High-traffic metro areas
. Border crossings

Critical point: Long-haul trucking produces the most severe losses and the highest nuclear
verdict potential.

[-7 2.6 Regulatory Exposures: DOT, FMCSA & Compliance

Trucking is one of the most regulated industries in the U.S.
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Key Compliance Areas

Hours-of-service (HOS)

Electronic logging devices (ELDs)

Driver qualification files

Drug and alcohol testing

Vehicle inspection reports

CSA scores (Compliance, Safety, Accountability)

Hazmat endorsements

Underwriting Focus

CSA BASIC scores
Out-of-service rates
Inspection history
Accident history

Corrective action plans

Critical point: Poor CSA scores can disqualify an insured from many carriers.

@ 2.7 Environmental & Pollution Exposures

Transportation operations create environmental exposures through:

Fuel spills

Hydraulic leaks
Hazmat cargo incidents
Tanker rollovers

Contaminated cargo releases

Underwriting Focus

Spill-response plans
Hazmat training

Tanker inspection records
Placarding compliance

Driver hazmat endorsements
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Critical point: Pollution liability is often required by shippers and brokers.
[5] 2.8 Contractual Exposures: Shippers, Brokers & Freight Forwarders

Transportation contracts often require:

. Additional insured status

o Primary & non-contributory wording
. Waivers of subrogation

. Specific auto liability limits

o Cargo coverage minimums

. Trailer interchange agreements

. Hold-harmless clauses

Critical point: Certificates alone do not grant coverage — endorsements must be verified.
(®) 2.9 Business Interruption & Downtime Exposures
A single disabled tractor can halt revenue.

Key Exposures

. Mechanical breakdown
. Collision damage

. Driver injury

. Cargo contamination

o Weather delays

Underwriting Focus

o Spare equipment availability
o Rental reimbursement needs
. Fleet redundancy

Critical point: Downtime coverage is often overlooked but essential for small fleets and
owner-operators.

SECTION 3 — Coverage Solutions & Underwriting Commentary

¢® 3.1 Commercial Auto Liability: The Core of Every Trucking Program

Commercial Auto Liability is the most critical coverage for trucking operations. It responds to:
o Bodily injury to third parties
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o Property damage to other vehicles or structures

. Environmental cleanup from fuel spills
o Legal defense and litigation costs
o Multi-vehicle collisions and catastrophic losses

Because trucking accidents often involve passenger vehicles, severity is extremely high.
Nuclear verdicts (awards exceeding $10 million) are increasingly common.

Underwriting Focus

. Driver MVRs and qualification files

. CSA scores and DOT compliance

o Vehicle maintenance logs

. Radius of operation

. Cargo type

o Loss history

. Use of telematics and dash cameras

Critical point: Auto Liability is the single most important line in trucking. Poor driver controls or
bad CSA scores can make an account uninsurable.

3.2 Auto Physical Damage: Protecting Tractors & Trailers

Physical Damage coverage includes:

. Collision — overturns, crashes, impacts
. Comprehensive — fire, theft, vandalism, weather
. Specified Perils — limited named perils

Underwriting Focus

. Actual cash value vs. stated amount

. Age and condition of equipment

. Customizations and aftermarket additions
. Garaging and storage practices

. Deductible structure

o Loss history

Critical point: Incorrect valuation is a major E&O exposure. Under-valued equipment leads to
inadequate payouts; over-valued equipment leads to inflated premiums and potential disputes.
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(@) 3.3 Motor Truck Cargo Coverage: Protecting the Load

Cargo coverage protects the goods being transported. It varies widely based on:

. Cargo type

. Theft exposure

o Temperature control needs

. Load securement requirements
. Contractual obligations

Common Exclusions

o Improper packing

o Inadequate securement

. Temperature damage without reefer breakdown endorsement
. Theft from unattended vehicles

o High-value cargo without scheduling

Underwriting Focus

. Cargo type and value

. Driver training on securement

. Use of tarps, straps, chains, binders
o Reefer maintenance logs

. Theft-prevention measures

Critical point: Cargo coverage is heavily contract-driven. Shippers and brokers often dictate
minimum limits and required endorsements.

3.4 Trailer Interchange & Non-Owned Trailer Coverage

Many trucking companies haul trailers they do not own. Two coverages apply:
Trailer Interchange

Required when a written interchange agreement exists.

Non-Owned Trailer Physical Damage

Covers trailers in the insured’s care, custody, or control.

Underwriting Focus

o Trailer values
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o Frequency of interchange

. Storage practices

. Contract requirements

Critical point: Failing to include trailer coverage is a common producer E&O mistake.
@ 3.5 Pollution Liability: Fuel, Oil & Hazmat Exposures

Pollution liability is essential for:

o Fuel spills

o Hydraulic leaks

. Tanker rollovers

o Hazmat cargo incidents

. Contaminated cargo releases

Underwriting Focus

. Hazmat endorsements

. Spill-response plans

o Tanker inspection records
. Placarding compliance

. Driver training

Critical point: Auto Liability may provide limited pollution coverage, but dedicated pollution
endorsements or standalone policies are often required by shippers.

[C7 3.6 General Liability: Premises & Operations
GL is less frequently triggered than Auto Liability but still important.
GL Responds To

. Slip-and-fall injuries at terminals

. Damage to customer property during loading/unloading
o Non-auto-related bodily injury

. Premises liability at yards or warehouses

Underwriting Focus
o Terminal operations

. Warehousing exposures

Page 75 of 86



o Loading/unloading procedures
. Contractual obligations

Critical point: GL does not cover auto-related incidents. Many insureds misunderstand this
distinction.

[F] 3.7 Workers’ Compensation: Driver Injury & Overexertion

WC exposures include:

. Slip-and-fall injuries during loading/unloading
. Strains from securing cargo

. Falls from trailers

. Motor vehicle accidents

o Long-term ergonomic injuries

Underwriting Focus

o Driver training

. Use of liftgates and mechanical aids
. Loading/unloading responsibilities

. Safety programs

o Return-to-work programs

Critical point: Drivers face unique ergonomic and overexertion risks that must be addressed in
safety programs.

[Z] 3.8 Occupational Accident Coverage (for Owner-Operators)

When trucking companies use independent contractors, they often require:
. Occupational Accident (Occ/Acc)

. Contingent Liability

Occ/Acc provides limited benefits for:

. Accidental injury
. Disability
. Death benefits

Critical point: Occ/Acc is not a substitute for Workers’ Compensation. Misclassification is a
major E&O exposure.
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[5] 3.9 Contractual Liability: Shippers, Brokers & Freight Forwarders

Transportation contracts often require:

. Additional insured status

o Primary & non-contributory wording
. Waivers of subrogation

. Higher liability limits

. Cargo minimums

o Trailer interchange agreements

Underwriting Focus

. Contract review
. Certificate management
. Endorsement verification

Critical point: Certificates alone do not grant coverage. Endorsements must be attached.
& 3.10 Excess & Umbrella Liability: Protecting Against Nuclear Verdicts

Umbrella coverage is essential due to:

. Multi-vehicle collisions

. Catastrophic bodily injury
. Hazmat incidents

o Environmental cleanup

. Nuclear verdicts

Underwriting Focus

. Primary Auto limits
. Fleet size

. Loss history

. Cargo type

. Radius of operation

Critical point: Umbrella limits of $5M-$10M are increasingly common for trucking accounts.

SECTION 4 — Case Studies & Real-World Claims
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M 4.1 Case Study: Rear-End Collision — $3.8 Million Auto Liability Claim

Background: A long-haul driver traveling at night on an interstate failed to slow down for
stopped traffic in a construction zone. The tractor-trailer struck two passenger vehicles, causing
multiple injuries.

Loss Breakdown:

. Bodily injury settlements: $2.9 million
. Property damage: $180,000
. Environmental cleanup (fuel spill): $70,000

. Legal defense: $650,000

. Total: $3.8 million

Coverage Triggered:

. Commercial Auto Liability

What Went Wrong:

o Driver had two prior speeding violations.

. No telematics or dash camera.

. Driver exceeded hours-of-service limits earlier in the week.
Outcome:

. Carrier paid the claim.

o DOT conducted a compliance audit.

o Insured was required to implement telematics and driver monitoring.

Lesson: Driver vetting and HOS compliance are non-negotiable. A single driver can create
catastrophic exposure.

(M 4.2 Case Study: Brake Failure — $1.2 Million Physical Damage + Liability

Background: A tractor experienced brake failure on a steep grade, causing the driver to lose
control and overturn. The trailer detached and struck a guardrail.

Loss Breakdown:

. Tractor replacement: $165,000
. Trailer replacement: $68,000

. Cargo loss: $140,000

. Roadway damage: $90,000
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. Bodily injury to driver: $740,000

. Total: $1.2 million

Coverage Triggered:

o Auto Physical Damage

. Motor Truck Cargo

. Commercial Auto Liability

. Workers’ Compensation

What Went Wrong:

o Maintenance logs were incomplete.

. Brake inspection overdue by 3,000 miles.

. Driver reported “soft brakes” earlier in the week.
Outcome:

. Carrier paid the claim but imposed a maintenance-compliance endorsement.
o Premium increased significantly.

Lesson: Maintenance documentation is as important as the coverage itself.
() 4.3 Case Study: Cargo Theft — $420,000 Motor Truck Cargo Loss

Background: A driver parked overnight at an unsecured truck stop. Thieves broke into the
trailer and stole high-value electronics.

Loss Breakdown:

. Stolen cargo: $420,000
. Trailer damage: $12,000
. Downtime: $8,000

. Total: $440,000

Coverage Triggered:

. Motor Truck Cargo

o Auto Physical Damage

What Went Wrong:

. Cargo was not scheduled as high-value.

. Policy excluded theft from unattended vehicles.
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. No GPS tracking or security protocols.

Outcome:
o Cargo claim partially denied due to exclusions.
o Insured paid the remainder out of pocket.

Lesson: Cargo exclusions are strict. High-value loads require scheduling and enhanced
security.

4.4 Case Study: Trailer Interchange Gap — $185,000 Uninsured Loss

Background: A driver hauling a broker-owned trailer jackknifed on an icy road. The trailer was
totaled.

Loss Breakdown:

. Trailer replacement: $185,000
. Cargo salvage: $14,000

. Total: $199,000

Coverage Triggered:

o None — no trailer interchange or non-owned trailer coverage.
What Went Wrong:

. Producer assumed the broker’s insurance covered the trailer.
. No written interchange agreement was reviewed.

. No endorsement was added.

Outcome:

. Insured paid the full amount.

. Producer faced an E&O allegation.

Lesson: Trailer interchange is one of the most common E&O traps in trucking.
@ 4.5 Case Study: Fuel Spill — $260,000 Environmental Loss

Background: A tanker truck overturned on a rural highway, spilling diesel fuel into a drainage
ditch.

Loss Breakdown:
. Environmental cleanup: $210,000

. Fines and penalties: $28,000
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. Roadway cleanup: $22,000
. Total: $260,000

Coverage Triggered:

. Pollution Liability (if endorsed)

. Auto Liability (limited pollution)

What Went Wrong:

. Insured declined pollution coverage to “save money.”
o Auto policy had limited pollution sublimits.

Outcome:

. Only $50,000 was covered.

. Insured paid the remaining $210,000.

Lesson: Pollution liability is essential for any fleet — not just hazmat carriers.
[[] 4.6 Case Study: Misclassified Owner-Operator — $600,000 WC Dispute

Background: A trucking company used owner-operators but treated them like employees:

o Assigned routes

o Required uniforms

. Controlled schedules
. Provided equipment

One owner-operator was injured while securing cargo.
Loss Breakdown:

. Medical expenses: $310,000

. Lost wages: $290,000

. Total: $600,000

Coverage Triggered:

. Workers’ Compensation (forced coverage)
. Contingent Liability (if purchased)

What Went Wrong:

. Owner-operator was misclassified.
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. No Occ/Acc policy in place.

. No contingent liability coverage.

Outcome:

. WC carrier was forced to cover the claim.

. Insured faced penalties and back premiums.

Lesson: Misclassification is a major E&O exposure. Owner-operator arrangements must be
documented correctly.

SECTION 5 — Applied Learning Exercises
@ 5.1 Knowledge Check: Exposure Identification

Match each scenario to the correct coverage type. This reinforces the distinctions between Auto
Liability, Cargo, Physical Damage, Pollution, Workers’ Compensation, and Trailer Interchange.

Scenarios:

1. A driver slips while securing a load and injures his shoulder.

A tractor-trailer overturns on a curve, spilling diesel fuel into a ditch.
A refrigerated trailer malfunctions, spoiling $90,000 of produce.

A driver rear-ends a passenger vehicle in heavy traffic.

A broker-owned trailer is damaged during an interchange haul.

A thief steals electronics from a trailer parked overnight.

A tractor is totaled after striking a concrete barrier.

©® N o o b~ w0 D

A flatbed load of steel coils breaks loose due to improper securement.
Coverage Options:

A. Workers’ Compensation B. Pollution Liability C. Motor Truck Cargo D. Commercial Auto
Liability E. Trailer Interchange / Non-Owned Trailer F. Auto Physical Damage

Answer Key: 1A, 2B, 3C, 4D, 5E, 6C (if theft covered), 7F, 8D (liability) + C (cargo)
¢® 5.2 Scenario Exercise: Building a Coverage Package

Scenario: “Interstate Ridge Transport” operates 12 tractors, 18 trailers, and hauls mixed cargo
including building materials, electronics, and refrigerated goods. They run long-haul routes
across 14 states and use owner-operators during peak season.

Which coverages are essential? Select all that apply:

1. Commercial Auto Liability
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Auto Physical Damage

Motor Truck Cargo

Trailer Interchange / Non-Owned Trailer
Workers’ Compensation

Occupational Accident (for owner-operators)
Pollution Liability

Umbrella / Excess Liability

© ® N o 0o &~ W N

General Liability
10. Cyber Liability
Correct Answers: 1, 2, 3,4, 5, 6, 7, 8, 9 (10 is recommended but not essential)

Teaching Point: Trucking is a multi-line, high-severity class. Every major coverage line has
catastrophic loss potential.

@ 5.3 Applied Underwriting Exercise

Question: A trucking company tells you they “don’t need cargo coverage because the shipper
has insurance.” You review the contract and see the carrier is responsible for the load once it's
in their possession.

Correct Response:

o Explain that shipper insurance does not replace carrier liability.

. Clarify that the carrier is responsible for cargo from pickup to delivery.

o Note that many contracts require specific cargo limits and endorsements.
o Document the conversation in the agency management system.

Why This Matters: Cargo misunderstandings are one of the most common E&O exposures in
transportation.

™M 5.4 Mini-Case: Driver MVR Red Flags

Scenario: A driver with two speeding violations and one logbook violation is hired without
review. Three months later, he causes a rear-end collision.

Question: Which coverage responds, and what underwriting red flags does this reveal?
Correct Coverage:
. Commercial Auto Liability

Red Flags:
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o No MVR review process

. No driver qualification file
o No documented training
. High-risk driver profile

Teaching Point: Driver vetting is the foundation of transportation underwriting.
5.5 Mini-Case: Trailer Interchange Gap

Scenario: A driver damages a broker-owned trailer during a drop-and-hook. The insured
assumed the broker’s insurance covered it.

Correct Coverage:

. Trailer Interchange or Non-Owned Trailer Physical Damage

Teaching Point: Trailer coverage is one of the most frequent producer E&O pitfalls.
@ 5.6 Mini-Case: Fuel Spill Liability

Scenario: A tractor ruptures its fuel tank in a collision, spilling diesel into a storm drain.
Correct Coverage:

. Pollution Liability (if endorsed)

. Limited sublimits under Auto Liability

Teaching Point: Pollution liability is essential for any fleet — not just hazmat carriers.
SECTION 6 — Summary & Key Takeaways

(~350—-450 words)

¥% 6.1 Summary of Key Concepts

The trucking and transportation industry presents one of the most challenging and high-severity
risk profiles in commercial insurance. Unlike fixed-location operations, transportation exposures
are mobile, continuous, and public-facing, meaning every mile driven introduces new
variables and new opportunities for catastrophic loss.

Throughout this module, we explored the full landscape of trucking exposures:

. Driver-related risks, including MVR history, fatigue, hours-of-service compliance, and
training.
. Vehicle-related exposures, such as brake failures, tire blowouts, rollovers, and

maintenance documentation.

. Cargo-related risks, including load securement, reefer breakdown, theft, contamination,
and high-value cargo scheduling.
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. Radius and route-based exposures, where long-haul operations carry the highest
severity potential.

. Regulatory exposures, including DOT, FMCSA, CSA scores, drug testing, and ELD
compliance.

o Environmental exposures, especially fuel spills, hazmat incidents, and tanker rollovers.
. Contractual exposures, driven by shippers, brokers, and freight forwarders who often

require specific limits and endorsements.

o Business interruption exposures, where downtime from a single disabled tractor can
halt revenue.

We also examined real-world claims demonstrating how coverage failures — especially missing
trailer interchange, inadequate cargo limits, poor driver vetting, or lack of pollution liability — can
financially devastate a trucking company.

@ 6.2 Key Takeaways for Producers

o Commercial Auto Liability is the cornerstone of every trucking program. It carries the
highest severity and the greatest nuclear verdict potential.

o Driver qualification is the #1 underwriting factor. Poor MVRs, weak hiring practices,
or missing driver files are immediate red flags.

o Maintenance documentation is essential. Missing brake logs or inspection records
can jeopardize coverage and increase liability.

. Cargo coverage is contract-driven. Shippers often dictate limits, exclusions, and
required endorsements.

. Trailer Interchange and Non-Owned Trailer coverage prevent major E&O claims.
Never assume the other party covers the trailer.

. Pollution liability is not optional. Even non-hazmat fleets face significant spill
exposure.

. Umbrella limits of $5M-$10M are increasingly standard due to nuclear verdict trends.
o Owner-operator arrangements must be documented carefully. Misclassification can

trigger forced Workers’ Compensation coverage.

. Telematics and dash cameras are becoming underwriting expectations, not
optional enhancements.

. Certificates do not grant coverage. Endorsements must be attached and verified.

CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

That’s It! You finished the course!
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When you are ready, feel free to take the final exam at:

https://lwww.classmarker.com/online-test/start/?quiz=cvx6908c0cc9ed3e
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