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Expanded Coverage (by exposure)

12% Design-build

18% Public-private partnerships

76% Cyber-liability

53% Drone usage
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A buyer’s market
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A

new survey by Ames & Gough of 17 leading insurance companies providing A/E
professional liability insurance has some good news for design ﬁrms with respect
to their insurance, as well as insights that might aid their related risk management
practices.
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DeLorey

GUEST
SPEAKER

Conducted earlier this year, the survey showed
that even though a few insurance companies
consolidated or withdrew from the architects and
engineers professional liability insurance market,
there’s still intense competition beneﬁting design
ﬁrms purchasing this insurance.
Here are six key takeaways from the survey that
might inform how design ﬁrms approach their risk
management and professional liability insurance.
1) Good news: It’s still a buyer’s market for professional liability insurance. Even with the modest
uptick in rates anticipated from some insurers, a
plus for design ﬁrms is that the A/E professional
liability insurance market continues to have a wide
selection of insurance companies oﬀering this coverage. For 2018, this will again enable ﬁrms with
favorable loss experience and less risky disciplines to
renew coverage with ﬂat or only modestly increased
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premium rates. In some cases, ﬁrms with increased
revenues may be able to obtain some rate reduction
to partially oﬀset premium increases associated with
growth.
2) Evaluate opportunities for expanded coverage.
Of the insurers surveyed, 76 percent are exploring
new or expanded coverage for cyber-liability; 53 percent, for drone usage; 18 percent, for certain risks
associated with public-private partnerships; and 12
percent for design-build exposures. Check your current policy to see what additional coverages it provides and see what’s new at renewal. With respect
to cyber-risk, assess your insurance needs carefully
and determine whether any coverage oﬀered under
your professional liability policy is adequate or if you
need to consider a separate, stand-alone policy that
will oﬀer more robust protection, such as security
breach notiﬁcation and credit monitoring expenses,
See JOAN DELOREY,WHNL
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TRA N S A C TION S
SOUTHWEST GEOPHYSICS MERGES WITH SCST TO
ENHANCE AND COMPLEMENT SOLUTIONS SCST,
Inc. HUUV\UJLK H TLYNLY ^P[O :V\[O^LZ[
Geophysics, Inc. Southwest Geophysics
PZ H :HU +PLNV IHZLK ÄYT ZWLJPHSPaPUN PU
NLVWO`ZPJHS KH[H HJX\PZP[PVU WYVJLZZPUN
HUK PU[LYWYL[H[PVU ;OL ÄYT OHZ L_WLYPLUJLK
accelerated growth over the past few years
and will operate as a subsidiary of SCST.
;OL TLYNLY WYLZLU[Z IV[O VYNHUPaH[PVUZ [OL
opportunity to expand geographically and
Z[YH[LNPJHSS` ^OPSL ZPT\S[HULV\ZS` LUOHUJPUN
HUKJVTWSLTLU[PUNZLY]PJLZHSYLHK`H]HPSHISL
to both client bases.
¸>L HYL [OYPSSLK [V ^LSJVTL :V\[O^LZ[
.LVWO`ZPJZPU[V[OL:*:;MHTPS`;OPZTLYNLY
will allow SCST to expand into new geographic

HYLHZ HUK IYPUN H ZWLJPHSPaLK ZLY]PJL [V V\Y
existing and future clients,” explained Neal
*SLTLU[Z *,6 VM :*:; ¸;OLPY L_WLYPLUJL
and reputation as an industry leader will
continue to support our vision of providing
[OL ILZ[ [LJOUPJHS ZVS\[PVUZ [V [OL TVZ[
challenging projects.”
,Z[HISPZOLK PU  :V\[O^LZ[ .LVWO`ZPJZ
PZJVTWYPZLKVMZRPSSLKNLVWO`ZPJPZ[ZWYV]PKPUN
Z[H[LVM[OLHY[
NLVWO`ZPJHS
ZLY]PJLZ"
nondestructive and relatively unobtrusive
subsurface investigations. Their innovative
HUK JVZ[LќLJ[P]L TL[OVKZ OLSW YLK\JL
L_WSVYH[P]L JVZ[Z HUK HZZPZ[ PU TP[PNH[PUN
against unexpected site conditions. The use of
NLVWO`ZPJZ WYV]PKLZ WYHNTH[PJ KH[H YLSH[PUN
to structural, geotechnical, geologic, and
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business interruption losses, social engineering fraud, cyber
extortion, and network and data damage.
3) Know how new business and M&A transactions will impact your risk proﬁle. Even under the current competitive
market conditions, underwriters generally have continued
to prudently evaluate exposures. For instance, while several
factors might aﬀect how they underwrite a particular risk,
insurers now place more emphasis on an A/E ﬁrm’s project
mix. This year, 88 percent of those surveyed identiﬁed type of
project (e.g., condominiums, schools, transit, tunnel, water/
wastewater), as one of the top factors for raising a design
ﬁrm’s PLI premium rates. So, ﬁrms expanding their business
or engaging in mergers and acquisitions might consider how
these initiatives could aﬀect how underwriters perceive them
and the impact on their insurance program and costs.
4) Be aware of risks insurers are monitoring as potential
red ﬂags. Insurers are carefully watching what they deem to
be emerging risks. When asked about their top concerns, the
most prominent were: evolving project delivery methods (e.g.,
design-build and public-private partnerships), cited by 82
percent; judicial rulings that may erode protections for design
ﬁrms under state statutes (76 percent); innovation, such as
new construction materials/methods (47 percent); and the
use of BIM and technology (18 percent).

¸.P]LU[OLJVU[PU\LKJVTWL[P[P]L
THYRL[WSHJLMVYWYVMLZZPVUHSSPHIPSP[`
PUZ\YHUJLKLZPNUÄYTZOH]L[OL
VWWVY[\UP[`[VTHRLZ\YL[OLPYPUZ\YHUJL
WYV[LJ[PVUHUKYPZRTHUHNLTLU[HYL
aligned with their risks.”
5) Take care in assessing liability limits. Even as stable claims
experience, reported by 76 percent of the insurers surveyed,
is helping insurers maintain proﬁtability and keep rates
down, design ﬁrms still face the potential for catastrophic
losses. When asked to provide the amount of their largest
single professional liability loss paid in 2017, the majority (59
percent) of insurers surveyed paid a claim of at least $1 million or higher, including two insurers whose largest claim paid
was between $5 million and $9.9 million and two between
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hydraulic conditions as well as subsurface
infrastructure.
“Southwest Geophysics is excited about
[OL TLYNLY ^P[O :*:;¹ ZH`Z /HUZ ]HU KL
=Y\N[ 7YPUJPWHS .LVWO`ZPJPZ[ H[ :V\[O^LZ[
.LVWO`ZPJZ ¸>L OH]L H SVUNZ[HUKPUN
YLSH[PVUZOPW ^VYRPUN [VNL[OLY MVY THU` VM
[OL ZHTL JSPLU[Z ;OPZ TLYNLY ^PSS HSSV^ \Z
to collaborate and continue to provide our
expertise across a broader range of clients
across the United States.”
,Z[HISPZOLK PU    :*:; PZ H WYVMLZZPVUHS
LUNPULLYPUN ÄYT OLHKX\HY[LYLK PU :HU +PLNV
^P[OHKKP[PVUHSVѝJLZSVJH[LKPU3VZ(UNLSLZ
Newport Beach, Fresno, Chicago, and
Milwaukee.

$10 million and $19 million. Along with the potential for
large claims, contractual requirements by clients are driving
design ﬁrms to purchase higher insurance limits. Today, many
face requirements for limits of $5 million to $10 million, up
from former standards that called for limits of $2 million to
$3 million.

¸>OL[OLYHKLZPNUÄYTPZSVVRPUN[V
THPU[HPUP[ZJ\YYLU[SL]LSVMI\ZPULZZVY
expand into new areas, an experienced
PUZ\YHUJLHK]PZVYJHUOLSW[OLTTHRL
Z\YL[OL`OH]L[OLJV]LYHNLHUKWYVNYHT
Z[Y\J[\YLYLX\PYLK[VHKKYLZZ[OLPYL]VS]PUN
needs.”
6) Don’t overlook the need to maintain sound risk management. Even as the market for professional liability insurance
remains competitive, A/E ﬁrms need to remain focused in
their risk control eﬀorts to mitigate claim activity. One key
is to negotiate contracts that fairly allocate risk and limit
uninsured exposures, which might involve making sure clients know you won’t be covered for certain risks. Firms also
should engage staﬀ in risk management training through webinars or seminars to help avoid claims or mitigate the risk.

Given the continued competitive marketplace for
professional liability insurance, design ﬁrms have the
opportunity to make sure their insurance protection and
risk management are aligned with their risks. Whether
a design ﬁrm is looking to maintain its current level
of business or expand into new areas, an experienced
insurance advisor can help them make sure they have the
coverage and program structure required to address their
evolving needs.
To obtain a complimentary copy of the Ames & Gough
survey, PLI Market 2018: Insurers Maintain Growth,
Proﬁtability Against Headwind of Competition, email info@
amesgough.com.
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