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Introduction

o

Definition

Motor Truck Cargo Legal Liability Insurance is a specialized insurance policy that
provides coverage for legal liabilities arising from the loss or damage to cargo while

it is being transported by a motor carrier. This insurance protects trucking companies

against claims made by shippers or third parties for damages to goods in transit.

Significance

Financial Protection: It safeguards trucking companies from significant financial
losses due to cargo damage or loss, which can arise from accidents, theft, or other
unforeseen events.

Legal Compliance: Many jurisdictions require motor carriers to carry a minimum
level of cargo liability insurance to operate legally, ensuring that they can
compensate shippers for losses.

Trust and Credibility: Having adequate cargo liability insurance enhances a
carrier's reputation, instilling confidence in clients and partners regarding the safety
and reliability of their services.

Risk Management: It is a critical component of a comprehensive risk management
strategy, helping businesses mitigate potential liabilities associated with cargo
transportation.
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Purpose of the Presentation

Educate: To provide a
comprehensive understanding

of motor truck cargo legal

liability insurance, including its
importance, coverage options, and
regulatory framework in Canada.

Inform: To highlight the claims
process, risk management
strategies, and emerging trends
affecting the industry.

Engage: To encourage discussion
and guestions regarding best
practices and real-world
applications of cargo liability
insurance.




Distinction Between Cargo Legal Liability and
Cargo Insurance

Cargo Legal Liability Insurance Cargo Insurance

» Focus: Specifically covers the legal liabilities of the motor » Focus: Provides coverage for the actual goods being
carrier for loss or damage to cargo while in their care, transported, regardless of who is responsible for the loss or
custody, and control. damage.

* Insured Party: Primarily protects the motor carrier » Insured Party: Typically purchased by the shipper or owner
(the transporter) against claims from shippers or third parties. of the cargo to protect their financial interest in the goods.

« Legal Responsibility: Coverage is contingent upon the  Coverage Scope: Covers a broader range of risks, including
carrier's legal responsibility for the cargo, meaning it only those that may not involve the carrier's liability, such as
applies when the carrier is found liable for the loss or damage. inherent defects in the goods or natural disasters.

Key Differences

« Responsibility: Cargo Legal Liability Insurance is about the carrier's liability, while cargo insurance is about protecting the
value of the goods themselves.

« Purchaser: Cargo Legal Liability Insurance is usually held by the carrier, whereas cargo insurance is often purchased
by the shipper or cargo owner.
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Differences Between Cargo Insurance and Carrier’s
Liability

« Cargo Insurance (Shippers Interest):

— Policy protects the customer’s cargo while in transit against “All Risks” of physical loss or damage, including Acts of God,
terrorism, strikes, riots, and civil commotions

— The cargo owner does not need to prove fault on the part of the carrier
— Coverage applies irrespective of the number of carriers involved in the shipment
— Losses are paid quickly and efficiently
« Carrier’s Liability:
— Liability must first be proven

— Carrier’s liability is limited (dollar amount per pound) or as per the declared value noted on the Bill of Lading — even if the
value is declared, It is still a liability-based policy and there will be losses that are not covered.

— Claims settlements may take several months — even with a well-documented claim
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Regulatory Framework

Federal Regulations Provincial Regulations

Each province and territory in Canada has its own set of
regulations governing motor carriers, which may include

« Transport Canada: The primary federal authority .
overseeing transportation safety and regulations in

Canada. It establishes national standards for the
transportation of goods, including motor carriers.

Canadian Transportation Agency (CTA): Regulates
interprovincial and international transportation, ensuring
that carriers comply with the Canada Transportation Act
and other relevant legislation.

Key Regulations:

— Canada Transportation Act: Governs the transportation of goods
and services across Canada, including provisions related to liability
and insurance.

— National Safety Code (NSC): A set of standards for commercial
vehicle safety, including requirements for vehicle maintenance,
driver qualifications, and operational safety.

additional requirements beyond federal standards.

Examples of Provincial Authorities:

Ontario Ministry of Transportation: Regulates commercial vehicle
operations in Ontario, including licensing and insurance requirements.

Alberta Transportation: Oversees transportation safety and
compliance in Alberta, including regulations specific to cargo transport.

Key Considerations:

Variability in regulations across provinces can affect how motor
carriers operate, including insurance requirements, safety standards,
and liability provisions.
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Insurance Requirements for
Motor Carriers

« Minimum Insurance Requirements:

— Federal Level: The Canada Transportation Act mandates that motor carriers must carry a minimum
level of insurance to operate legally. This includes coverage for liability arising from the transportation
of goods.

— Provincial Level: Each province may have its own minimum insurance requirements for motor
carriers, which can vary significantly. For example:

Ontario requires a minimum of $1 million in liability coverage for commercial vehicles.

Alberta has similar requirements but may have different stipulations regarding cargo insurance.

» Types of Required Insurance:

— Cargo Legal Liability Insurance: While not always mandated, it is highly recommended for motor
carriers to protect against claims for loss or damage to cargo.

— General Liability Insurance: Covers broader liabilities that may arise from business operations,
including accidents involving vehicles.

— Auto Liability Insurance: This insurance covers the legal liabilities of a motor carrier for bodily injury
and property damage resulting from the operation of their vehicles.

* Importance of Compliance:

— Non-compliance with insurance requirements can result in penalties, fines, and the inability to
operate legally.

— Adequate insurance coverage is essential for protecting the financial interests of the carrier and
ensuring the safety and security of the cargo being transported.
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Provincial Regulations

Province

Ontario / Alberta

Quebec

British Columbia

Saskatchewan

Manitoba

Nova Scotia / New Brunswick /
Newfoundland / PEI

NWT / Nunavut / Yukon
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Auto Liability
$1,000,000 Minimum

$1,000,000 Minimum

The Insurance Corporation of British Columbia (ICBC)
provides basic insurance coverage for commercial
vehicles, which includes liability coverage.

Saskatchewan Government Insurance (SGI) provides
basic insurance coverage for commercial vehicles,
including liability coverage.

The Manitoba Public Insurance (MPI) provides basic
insurance coverage for commercial vehicles, including
liability coverage.

$1,000,000

$1,000,000

Cargo Liability

Motor carriers must also carry cargo insurance, although the
minimum coverage amount is not specified by law and is often
determined by the nature of the cargo.

Cargo insurance is not mandated by law, but carriers are
encouraged to obtain it based on the type of goods transported.

Additional cargo insurance is recommended but
not legally required; however, carriers are responsible for
ensuring adequate coverage based on the cargo type.

Cargo insurance is not a legal requirement, but carriers are
advised to obtain it based on the nature of the cargo.

There are no specific minimum requirements mandated, but it is
advisable to have coverage that reflects the value of the cargo.

There are no specific minimum requirements mandated, but it is
advisable to have coverage that reflects the value of the cargo.

There are no specific minimum requirements mandated, but it is
advisable to have coverage that reflects the value of the cargo.



Common Coverages

Motor Truck Cargo Legal Liability Insurance

1. Definition: This insurance specifically covers the legal liabilities of
motor carriers for loss or damage to cargo while it is in their care,
custody, and control.

2. Importance: Essential for trucking companies to mitigate financial
risks associated with cargo loss or damage, ensuring they can fulfill
their obligations to clients.
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General Liability Insurance

1.

Definition: A broader insurance policy that covers a wide range of
liabilities that a business may face, including bodily injury, property
damage, and personal injury claims.

Key Features:

i. Coverage Scope: Protects against claims arising from accidents that occur on
the business premises or as a result of business operations, including those
involving vehicles.

ii. Third-Party Claims: Covers legal costs and settlements for claims made by
third parties for injuries or damages.

Importance: Provides comprehensive protection for trucking companies
against various risks, ensuring that they are covered for incidents that
may not be directly related to cargo transportation.



Common Coverages (cont.)

O
AR

Contingent Cargo Insurance Auto Liability Insurance
1. Definition: This insurance provides coverage for cargo that is being 1. Definition: This insurance covers the legal liabilities of a motor carrier
transported by a third-party carrier. for bodily injury and property damage resulting from the operation of

2. Key Features: their vehicles.

i. Coverage Scope: Kicks in when the primary carrier's insurance is insufficient or 2. Key Features:

when the carrier denies liability in the event of a loss. i. Coverage Scope: Protects against claims arising from accidents involving the
ii. Protection for Shippers: Ensures that shippers are compensated for losses even carner'g vehicles, including injuries to other ervers, passengers, and
if the carrier's insurance does not respond sufficiently or at all to the incident. pedestrians, as well as damage to other vehicles and property.
3. |mp0rtance Offers an addltlonal Iayer Of protectlon for Shlppers’ ii. Mandatory Coverage: MOStjUriSdiCtionS require motor carriers to carry a

especially when dealing with multiple carriers or when the primary minimum level of auto liability insurance to operate legally.

carrier's coverage is uncertain.
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Motor Truck Cargo Insurance

1. Coverage Scope:

Legal Liability: The insurance covers the financial repercussions of claims made by shippers or third
parties for loss or damage to cargo during transit. This includes incidents such as accidents, theft, fire,
or other unforeseen events.

. Legal Defense Costs: In addition to covering the actual loss or damage, motor truck cargo liability

insurance often includes coverage for legal defense costs incurred when a claim is contested in court.

Breach of Contract: The policy may also cover liabilities arising from breaches of transportation
contracts, ensuring that carriers can fulfill their obligations to clients.

2. Exclusions and Limitations:

Common exclusions may include:

1. Damage due to inherent defects in the cargo (e.g., spoilage of perishable goods).
2. Losses resulting from acts of God (e.g., natural disasters).

3. Damage caused by improper loading or securing of cargo.

It is essential for carriers to understand the specific terms and conditions of their policy, including any
limitations on coverage.

Policies can vary based on the type of cargo being transported, the nature of the business, and the
specific needs of the carrier. Common types of cargo covered include:

1. General freight (e.g., consumer goods, machinery).

2. Specialized cargo (e.g., hazardous materials, temperature-sensitive goods).
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Exclusions and Limitations

* Understanding the exclusions and limitations of motor truck cargo liability insurance is crucial for both carriers and
shippers. These exclusions define the circumstances under which the insurance policy will not provide coverage
and knowing them helps stakeholders manage their risks effectively.

Common Exclusions
1. Acts of God (Force Majeure):

i. Definition: Events that are beyond human control, such as natural disasters (e.g., earthquakes, floods, hurricanes,
and severe weather conditions).

ii. Impact: Damage or loss of cargo resulting from these events is typically not covered under the policy. Carriers may
need to consider additional coverage options or risk management strategies to mitigate these risks.

2. Inherent Vice:

i. Definition: Refers to the natural characteristics of certain types of cargo that make them susceptible to damage or
loss (e.g., perishables spoiling, fragile items breaking).

ii. Impact: Insurance policies often exclude coverage for losses resulting from inherent vice, meaning that if the cargo is
damaged due to its own nature, the insurer will not be liable for the loss.

3. Negligence or Improper Handling:
i. Definition: Losses resulting from the carrier's negligence, improper loading, or failure to secure cargo adequately.

ii. Impact: If a claim arises from the carrier's failure to follow proper procedures, the insurer may deny coverage based
on this exclusion.

4. Theft or Mysterious Disappearance:
i. Definition: Losses due to theft or unexplained disappearance of cargo.

ii. Impact: Some policies may have specific exclusions for theft unless certain security measures are in place, such as
GPS tracking or secure storage.
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Underwriting Guidelines for Insurers

Risk Assessment

Type of Cargo:

— Evaluate the nature of the cargo being transported

(e.g., general freight, hazardous materials, perishable

goods).

— Certain types of cargo may present higher risks and
may require additional underwriting scrutiny or
specialized coverage.

Value of Cargo:

— Assess the average value of the cargo transported.
Higher-value cargo may necessitate higher coverage
limits and more stringent underwriting criteria.

Loading and Unloading Practices:

— Review the procedures used for loading and unloading
cargo. Proper practices can reduce the risk of damage
during transit.

Transportation Routes:

— Analyze the routes taken by the carrier, including the
frequency of travel through high-risk areas (e.qg.,
regions with high theft rates or poor road conditions).
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O
o

Carrier Profile

Business Experience:

— Evaluate the carrier's experience in the trucking
industry, including the number of years in operation
and the types of services offered.

Claims History:

— Review the carrier's claims history, including the
frequency and severity of past claims. A history of
frequent claims may indicate higher risk.

Safety Record:

— Assess the carrier's safety record, including
compliance with safety regulations and any history
of violations or accidents.

Driver Qualifications:

— Evaluate the qualifications and training of drivers,
including their experience, licensing, and any safety
training programs they have completed.

%o

Insurance Coverage Requirements

Minimum Coverage Limits:

— Establish minimum coverage limits based on the
type of cargo and the carrier's risk profile. Higher-
risk cargo may require higher limits.

Deductibles:

— Determine appropriate deductible amounts based on
the carrier's financial stability and risk tolerance.
Higher deductibles may lower premiums but
increase
out-of-pocket costs in the event of a claim.

Policy Exclusions:

— Clearly outline any exclusions in the policy, such as
coverage limitations for specific types of cargo or
circumstances (e.g., inherent defects, acts of God).
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Underwriting Guidelines for Insurers (cont.)

—
) a
ﬁ & ==
—
Regulatory Compliance Risk Mitigation Practices
+ Licensing and Permits: « Cargo Handling Procedures: * Rate Determination:

— Ensure that the carrier holds all necessary licenses — Assess the carrier's cargo handling procedures, — Calculate premiums based on the assessed risk
and permits to operate legally in Canada, including including training for employees on proper loading, fac_tors, |_nclud|ng the type of cargo, carrier profile,
compliance with federal and provincial regulations. securing, and unloading practices. claims history,

] o and coverage limits.
* Insurance Requirements: + Technology Utilization: . )
_ _ o _ + Discounts and Incentives:

— Verify that the carrier meets all minimum insurance — Evaluate the use of technology, such as GPS _ _ . _ _
requirements mandated by federal and provincial tracking, temperature monitoring for perishable — Consider offering discounts for carriers with strong
regulations. goods, and safety records, risk management practices, or those

telematics systems to monitor vehicle performance who participate in safety training programs.
and driver behavior. « Ongoing Review and Monitoring:
« Emergency Response Plans: —  Periodic Reviews:

— Review the carrier's emergency response plans for «  Conduct periodic reviews of the carrier's
incidents such as accidents, theft, or cargo damage, operations and risk profile to ensure that
ensuring they have protocols in place to mitigate coverage remains appropriate and that any
losses. changes in risk are addressed.

— Claims Monitoring:

*  Monitor claims activity to identify trends or
emerging risks that may require adjustments to
underwriting guidelines or coverage terms.
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Increased Contractual Requirements

— Now, more than ever, there is a concerted effort to pass liability on to logistics providers.
» Considered by shippers to be a “risk management” solution, protecting their own insurance programs
— Market Conditions are causing Cargo Owners to take on higher retention levels.
» Brought about by recent verdicts against brokers and carriers

— Contractual requirements can be extreme and not realistic.
« Often no choice but to agree or not get work — even if you can’t comply with the requirements
» Places obligations on load brokers and carriers that cannot be insured
« Liability for Full Value of the cargo whether declared or not
* Imposing higher limits and possibly no limits
« Liability for “Consequential Damages”

— Damages that can be proven to have occurred because of the failure of one party to meet a contractual obligations —
breach of contract.

» Contracts moving away from “negligence” based (e.g. reasonable care) and toward performance based (e.g. a guarantee of
successful delivery)
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Limitation of Liability —
$2/LB vs Declared Value

Standard Limitation of Liability
1. Definition:

The standard limitation of liability refers to the maximum amount an insurer

will pay for a loss or damage to cargo under a typical cargo insurance
policy, unless a higher limit is purchased.

2. Typical Coverage:

In Canada, the standard limitation of liability for motor truck cargo
insurance is often set at $2 per pound of cargo. This means that if a
shipment weighs 1,000 pounds, the maximum payout for a loss would
be $2,000.

3. Implications:

This limitation can be insufficient for high-value cargo. For example, if a
shipment of electronics valued at $50,000 is lost, the standard limitation
would not cover the full value of the loss, leading to significant out-of-
pocket expenses for the shipper.

4. Legal Framework:

The standard limitation is often governed by the terms and conditions
outlined in the bill of lading and the applicable provincial regulations. It is
essential for carriers to understand these limitations to avoid unexpected
financial losses.
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Declared Value

1. Definition:

— Declared value refers to the value that the shipper declares for
the cargo being transported. This value is used to determine the
premium for the insurance and the maximum liability the insurer
will cover in the event of a loss.

2. Coverage:

— When a shipper declares a value for their cargo, they are
essentially purchasing coverage that reflects that value. For
example, if a shipper declares a value of $50,000 for a shipment,
the insurance policy will typically cover that amount in the event of
a loss, provided the premium is adjusted accordingly.

3. Implications:

— Declaring a higher value increases the insurance premium but
ensures that the shipper is adequately covered in case of loss or
damage. This is particularly important for high-value items, as it
allows for full recovery in the event of a claim.

4. Legal Framework:

— The declared value must be documented in the bill of lading and
agreed upon by both the shipper and the carrier. It is crucial for
shippers to accurately declare the value of their cargo to avoid
disputes during claims.




Carmack Amendment

1. Purpose:

The primary purpose of the Carmack Amendment is to provide a uniform
framework for the liability of interstate motor carriers when transporting
goods. It aims to simplify and clarify the responsibilities of carriers and
shippers, ensuring that shippers have a clear understanding of their rights
and the extent of the carrier's liability.

2. Scope:

The Carmack Amendment applies to the transportation of goods by
motor carriers engaged in interstate commerce. This includes any
shipment that crosses state lines, making it relevant for a wide range
of freight transportation activities.

3. Liability of Carriers:

Under the Carmack Amendment, motor carriers are generally liable
for the loss or damage to goods they transport, unless they can prove
that the loss or damage was caused by one of the following exceptions:

1. Anact of God (natural disasters).
An act of the public enemy (e.g., war).
An act of the shipper (e.g., improper packaging).

The inherent nature of the goods (e.g., perishable items).

o > 0N

A government regulation.
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4. Limitations on Liability:

Carriers can limit their liability through specific contractual agreements, but
these limitations must be clearly communicated to the shipper. The shipper
must have the opportunity to choose between different levels of liability,
often at different freight rates. The higher the limit, the higher the cost and
vice versa.

5. Claims Process:

The Carmack Amendment establishes a clear process for filing claims
for loss or damage. Shippers must file a claim with the carrier within a
specified timeframe, typically within nine months of the incident.

Carriers are required to respond to claims within a certain period, and if
a claim is denied, the shipper has the right to pursue legal action.

6. Preemption of State Laws:

One of the significant aspects of the Carmack Amendment is that it
preempts state laws regarding the liability of motor carriers for interstate
shipments. This means that states cannot impose additional liability
requirements that conflict with the provisions of the Carmack Amendment.
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Carmack Amendment (cont.)

Benefits of the Carmack Amendment
« Uniformity: The Carmack Amendment provides a consistent « The Carmack Amendment is a foundational piece of

legal framework for the transportation of goods across state legislation that plays a crucial role in the regulation of
lines, reducing confusion and disputes between shippers and interstate motor carrier liability in the United States. By
carriers. providing a clear framework for liability, claims processes,

and limitations, it helps to protect the interests of shippers
while ensuring that carriers have a defined set of
responsibilities. Understanding the Carmack Amendment is
essential for anyone involved in the transportation of goods
across state lines, including shippers, carriers, and legal
professionals.

* Protection for Shippers: It offers shippers a level of
protection and recourse in the event of loss or damage to their
goods during transit.

« Clarity in Liability: By clearly defining the liability of carriers
and the exceptions to that liability, the Carmack Amendment

helps to establish expectations for both parties involved in the
shipping process.
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Bill of Lading

A Bill of Lading (BOL) is a legal document issued by a carrier to a shipper that
serves multiple purposes in the transportation of goods. It acts as a receipt for the
goods being transported, a document of title, and a contract between the shipper
and the carrier. Here are the key components and functions of a bill of lading:

+ Key Components of a Bill of Lading

1. Parties Involved:

e Shipper: The individual or company sending the goods.

e Carrier: The company responsible for moving the goods.

e« Consignee: The individual or company receiving the goods.

2. Description of Goods:

o Detailed information about the goods being shipped, including

guantity, weight, dimensions, and type of packaging.
3. Shipping Instructions:

e Specific instructions regarding the transportation of the goods,
including the origin and destination, handling requirements, and
delivery terms.

4. Terms and Conditions:

e Legal terms governing the transportation of the goods, including liability

limitations, claims procedures, and payment terms.
5. Date and Place of Issue:
e The date when the bill of lading is issued and the location of issuance.
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Functions of a Bill of Lading:

1.

Receipt of Goods:

e Serves as proof that the carrier has received the goods in the

specified condition and quantity.
Contract of Carriage:

e Acts as a contract between the shipper and the carrier, outlining the
responsibilities and obligations of both parties during the transportation
process.

Document of Title:

e Functions as a title document, allowing the holder to claim ownership
of the goods. This is particularly important in cases of transfer of
ownership during transit.

Facilitates Customs Clearance:

e Provides necessary information for customs authorities to process

shipments, especially in international trade.
Claims and Disputes:

e Serves as a reference point for resolving disputes related to the

shipment, such as loss, damage, or delays.
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Claims Process

» Filing a claim for motor truck cargo insurance involves several key steps to ensure that the process is smooth and efficient.
Below are the essential components, including the required documentation, timeframes for claims, and dispute resolution
procedures.

Documentation Required
» To file a claim successfully, the following documentation is typically required:

— Bill of Lading: This is a crucial document that serves as proof of the contract between the shipper and the carrier. It details the type, quantity, and destination
of the cargo.

— Proof of Value: Documentation that establishes the value of the cargo, such as invoices, receipts, or purchase orders.

— Photographs: Clear photographs of the damaged cargo, the shipping container, and any visible damage to the vehicle. These images serve as visual
evidence of the loss or damage.

— Claim Form: Most insurance companies require a specific claim form to be filled out. This form typically includes details about the shipment, the nature of the
loss, and any other relevant information.

— Incident Report: If applicable, an incident report detailing the circumstances surrounding the loss or damage, including any police reports if theft or
vandalism occurred.

— Correspondence: Any communication with the carrier regarding the incident, including emails or letters that may support your claim.

@ Marsh
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Claims Process (cont.)

« Understanding the timeframes involved in the claims process is essential for effective management:

Notification Period: Most insurance policies require that the insured party notify the insurer of the loss or damage within a specific timeframe, often within
24 to 72 hours of discovering the incident.

Claim Submission: After notifying the insurer, the complete claim package (including all required documentation) should typically be submitted within
30 to 90 days of the incident, depending on the insurer's policy.

Claim Processing Time: Once the claim is submitted, insurers usually take 15 to 30 days to review and process the claim. This timeframe can vary based on
the complexity of the claim and the insurer's workload.

» Inthe event of a dispute between the insured party and the insurer regarding a claim, the following steps are generally taken:

Initial Communication: The first step is to communicate directly with the claims adjuster or representative handling the claim. This may involve discussing the
reasons for the denial or the amount offered.

Formal Appeal: If the dispute cannot be resolved through initial communication, the insured party can file a formal appeal with the insurance company.
This typically involves submitting additional documentation or evidence to support the claim.

Mediation or Arbitration: If the dispute remains unresolved, the parties may agree to mediation or arbitration as an alternative to litigation. This process
involves a neutral third party who helps facilitate a resolution.

Legal Action: As a last resort, if all other avenues have been exhausted, the insured party may consider pursuing legal action against the insurer. This step
should be taken with caution and typically involves consulting with legal counsel.

@ Marsh
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Case Study #1

Company: ABC Inc.

Industry: Technology and Electronics Distribution

Location: Calgary, Alberta

Cargo: High-value computer servers

Insurer: XYZ Insurance Company

Weight: 10,000 LBs

Policy Type: Motor Truck Cargo Insurance with a declared value of $750,000

Incident Overview

* OnApril 10, 2024, ABC Inc. arranged for the transportation of high-value computer servers from their
distribution center in Calgary, Alberta, to a client in Toronto, Ontario. The shipment was valued
at $750,000 and was covered under a motor truck cargo insurance policy with XYZ Insurance Company.

» The cargo was loaded onto a truck operated by a third-party carrier, TBD Freight Services. The driver was
experienced, and the cargo was secured according to industry standards. The shipment was scheduled to
arrive in Toronto on April 13, 2024.

Incident Details

*  OnApril 12, 2024, while en route through Saskatchewan, the truck encountered severe weather
conditions, including heavy snow and ice. The driver lost control of the vehicle, resulting in a rollover
accident. Upon inspection, it was determined that approximately 70% of the computer servers were
damaged due to impact and exposure to the elements.
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Case Study #1 (cont.)

Claim Filing Process

1. Initial Notification:

i. The driver of TBD Freight Services immediately notified ABC Inc. of the incident. The company
contacted XYZ Insurance Company within 24 hours of the accident to report the loss.

2. Documentation Collection:

i. ABC Inc. gathered the following documentation to support the claim:
1. Bill of Lading: Documenting the shipment details.
2. Proof of Value: Invoices for the computer servers.
3. Photographs: Images of the damaged cargo and the accident scene.
4. Incident Report: A report from the police detailing the accident.

5. Claim Form: Completed claim form submitted to Maple Leaf Insurance Company.

3. Claim Submission:

I. The complete claim package was submitted to XYZ Insurance Company within 30 days of the incident,
including all required documentation.
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Case Study #1 (cont.)

Claim Filing Process

1. Initial Notification:

i. The driver of TBD Freight Services immediately notified ABC Inc. of the incident. The company
contacted XYZ Insurance Company within 24 hours of the accident to report the loss.

2. Documentation Collection:

i. ABC Inc. gathered the following documentation to support the claim:
1. Bill of Lading: Documenting the shipment details.
2. Proof of Value: Invoices for the computer servers.
3. Photographs: Images of the damaged cargo and the accident scene.
4. Incident Report: A report from the police detailing the accident.

5. Claim Form: Completed claim form submitted to Maple Leaf Insurance Company.

3. Claim Submission:

I. The complete claim package was submitted to XYZ Insurance Company within 30 days of the incident,
including all required documentation.
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Case Study #1 (cont.)

Claim Processing

Review Period: XYZ Insurance Company acknowledged receipt of the claim and
began the review process. A claims adjuster was assigned to the case and contacted
ABC Inc. for additional information.

Investigation: The adjuster conducted an investigation, which included:

— Reviewing the documentation submitted.

— Inspecting the damaged cargo at the storage facility where it was taken post-accident.

— Interviewing the driver and obtaining statements from witnesses.

Resolution

Claim Approval: After a thorough investigation, XYZ Insurance Company
determined that the claim was valid and that the damage was covered under the
policy. The insurer acknowledged that the loss was due to an accident, which fell
under the carrier's liability as outlined in the applicable provincial regulations .

Settlement Amount: The insurer calculated the total loss based on the percentage
of damaged cargo. Since 70% of the shipment was deemed unsalvageable, the
settlement amount was calculated as follows:

— Total Value of Shipment: $750,000

— Value of Damaged Cargo: 70% of $750,000 = $525,000

Settlement: ABC Inc was paid $525,000 for the damaged portion of the loss
because the actual value was declared by the shipper on the bill of lading
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Case Study #1 (cont.)

Alternative Ending

Limitation of Liability Calculation

» Under the terms of the policy, the standard limitation of liability is set at
$2 per pound of cargo.

« Total Weight of Shipment: 10,000 pounds.
« Total Liability Limit: $2 per pound x 10,000 pounds = $20,000.
Settlement Amount

» Since 70% of the shipment was deemed unsalvageable, the calculation for the
settlement amount under the limitation of liability is as follows:
— Value of Damaged Cargo:
+ Total Value of Shipment: $750,000
* Value of Damaged Cargo: 70% of $750,000 = $525,000
« However, due to the limitation of liability, the maximum payout will be capped
at $20,000.
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Case Study #1 (cont.)

1. Understanding Limitations: This case highlights the importance of understanding
the limitations of liability in cargo insurance policies. The value of the cargo does
not guarantee full recovery if the terms and conditions stipulate a lower limitation
of liability.

2. Importance of Documentation: The thorough documentation provided by ABC Inc.
was crucial in expediting the claims process and ensuring a favorable outcome
within the constraints of the policy.

3. Risk Management: ABC Inc. implemented additional training for their logistics team
on risk management and cargo handling to minimize future losses and better
understand their insurance coverage.
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Case Study #2

Company: ABC Packaging Inc.

Industry: Sustainable Packaging Solutions

Location: Toronto, Ontario

Cargo: Biodegradable packaging materials

Insurer: Raptors Insurance Company

Policy Type: Motor Truck Cargo Insurance with a declared value of $400,000
Weight of Shipment: 20,000 pounds

Incident Overview

« OnJuly 15, 2024, ABC Packaging Inc. arranged for the transportation of biodegradable packaging
materials from their manufacturing facility in Toronto, Ontario, to a distribution center in Montreal, Quebec.
The shipment was valued at $400,000 and was covered under a motor truck cargo insurance policy with
Great North Insurance Company.

* The cargo was loaded onto a truck operated by a third-party carrier, Blank Transport Services. The driver
was experienced, and the cargo was secured according to industry standards. The shipment was
scheduled to arrive in Montreal on July 17, 2024.

Incident Details

* OnJuly 16, 2024, while the truck was parked at a rest area in Quebec for a scheduled break, a severe
thunderstorm struck the area. The storm brought heavy rain, strong winds, and hail. During the storm,
a large tree fell onto the truck, causing significant damage to the cargo area and the packaging materials
inside. Upon inspection, it was determined that the cargo was a total loss due to water exposure and
impact from the falling tree.
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Case Study #2 (cont.)

Claim Filing Process
1. Initial Notification:

i. The driver of Blank Transport Services immediately notified ABC Packaging Inc. of the incident. The
company contacted Raptors Insurance Company within 24 hours of the incident to report the loss.

2. Documentation Collection:

i. ABC Packaging Inc. gathered the following documentation to support the claim:
1. Bill of Lading: Documenting the shipment details.
2. Proof of Value: Invoices for the biodegradable packaging materials.
3. Photographs: Images of the damaged cargo, the truck, and the fallen tree branch.
4. Incident Report: A report from local authorities detailing the storm and the damage caused

5. Claim Form: Completed claim form submitted to Raptors Insurance Company.

3. Claim Submission:

I. The complete claim package was submitted to Raptors Insurance Company including all required
documentation.
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Case Study #2 (cont.)

» After review insurer would deny the claim based on the following points:

— No Carrier Liability: The loss was not due to the carrier's negligence or failure
to secure the cargo; it was caused by an external natural event.

— Policy Exclusions: The insurance policy may contain exclusions for losses
resulting from acts of God, which would further support the denial of the claim.

Resolution
» The resolution of the case study would be as follows:

— Claim Denial: After a thorough investigation, Raptors Insurance Company determined that the claim
was not valid due to the nature of the loss being classified as an act of God. The insurer concluded
that the carrier, Blank Transport Services, was not liable for the damage caused by the falling tree
branch during the storm.

— Communication: ABC Packaging Inc. was informed of the denial, and the insurer provided a detailed
explanation of the reasons for the decision, including references to the relevant policy exclusions and
the nature of the incident.
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Case Study #2 (cont.)

Lessons Learned

1. Understanding Liability: This case emphasizes the importance of understanding
the liability of carriers and the specific circumstances under which they can be held
responsible for cargo loss or damage.

2. Reviewing Policy Exclusions: Shippers should carefully review their insurance
policies to understand any exclusions related to acts of God or natural disasters,
which can significantly impact coverage.

3. Risk Management: ABC Packaging Inc. recognized the need for better risk
management strategies, including assessing the risks associated with transporting
goods in areas prone to severe weather events.
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Risk Management Strategies

Best Practices for Trucking Companies

Proper Loading Techniques and Securing Cargo

« Weight Distribution: Ensure that the cargo is evenly
distributed across the truck to maintain balance and stability.
This helps prevent accidents caused by shifting loads during
transit.

» Use of Appropriate Equipment: Utilize the right equipment,

such as straps, tarps, and pallets, to secure cargo effectively.

This prevents movement and damage during transport.

» Regular Inspections: Conduct pre-trip inspections to verify
that cargo is loaded correctly and securely. This includes
checking for any signs of damage or instability before
departure.

« Compliance with Regulations: Adhere to industry
regulations and guidelines regarding cargo loading and
securing, such as those set by the Department of
Transportation (DOT) or provincial regulations in Canada.

@ Marsh

GPS Tracking and Monitoring Systems

Real-Time GPS Tracking: Implement GPS tracking systems
to monitor the location and status of vehicles and cargo in
real-time. This allows for better route planning and timely
responses to any issues that may arise during transit.

Cargo Temperature Monitoring: For temperature-sensitive
cargo, use temperature monitoring devices that alert drivers
and logistics managers if the cargo environment deviates from
the required range.

Automated Alerts: Set up automated alerts for potential
iIssues, such as unauthorized stops, excessive idling, or
deviations from planned routes. This enables proactive
management of risks.

Data Analytics: Utilize data analytics to assess historical
performance, identify trends, and make informed decisions
about risk management strategies. Analyzing data can help
identify high-risk routes or times and allow for adjustments to
improve safety.
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Risk Management Strategies (cont.)

Training for Drivers

Importance of Driver Training in Reducing Claims

« Comprehensive Training Programs: Implement thorough
training programs for new drivers that cover safe driving
practices, cargo handling, and emergency response
procedures. This helps to instill a culture of safety from the
outset.

» Defensive Driving Courses: Encourage drivers to participate
in defensive driving courses to enhance their skills in
anticipating and reacting to potential hazards on the road.

« Ongoing Education: Provide continuous education and
training opportunities for existing drivers to keep them
updated on best practices, new technologies, and regulatory
changes.

« Performance Monitoring: Use telematics and driver
performance monitoring systems to track driving behavior,
such as speed, braking, and acceleration. Provide feedback
and coaching to drivers based on their performance data.

@ Marsh
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Future Trends

Cybersecurity Threats and Their Impact on
Cargo Insurance

* Increased Cyber Attacks: With the growing reliance on technology and
digital systems in logistics, the risk of cyber attacks has significantly
increased. Hackers may target transportation companies to gain access
to sensitive data, disrupt operations, or hold systems ransom.

+ Data Breaches: Cargo insurance companies may face exposure to data
breaches that compromise customer information, shipment details, and
financial data. This can lead to significant financial losses and reputational
damage.

* Impact on Claims Processing: Cyber incidents can disrupt the claims
process, leading to delays in claim approvals and payments. Insurers may
need to develop new protocols to address claims arising from cyber-related
incidents.

* Insurance Coverage for Cyber Risks: As cyber threats become more
prevalent, cargo insurance policies may need to evolve to include specific
coverage for cyber risks, including data breaches and business interruption
due to cyber incidents.
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How Technology is Changing the Landscape of
Cargo Insurance

Telematics and loT: The integration of telematics and Internet of Things (1oT)
devices in vehicles allows for real-time monitoring of cargo conditions, vehicle
performance, and driver behavior. This data can be used to assess risk more
accurately and streamline the claims process.

Blockchain Technology: Blockchain can enhance transparency and security
in the supply chain by providing a tamper-proof record of transactions and
cargo movements. This can help reduce fraud and improve trust between
parties involved in the shipping process.

Artificial Intelligence (Al): Al can be utilized to analyze large volumes of data
to identify patterns, predict risks, and automate claims processing. Insurers
can leverage Al to enhance underwriting processes and improve risk
assessment.

Digital Platforms: The rise of digital platforms for cargo insurance allows for
easier access to quotes, policy management, and claims submission. This can
improve customer experience and streamline operations for insurers.
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Future Trends (cont.)
Regulatory Changes

Anticipated Changes in Laws and Regulations Affecting
the Industry

Stricter Environmental Regulations: As sustainability becomes a priority,
regulatory bodies may implement stricter environmental regulations affecting
transportation practices. This could lead to increased compliance costs for
trucking companies and impact insurance underwriting.

Data Privacy Laws: With the rise of digital data collection, new data privacy
laws may emerge, requiring companies to implement stricter data protection
measures. Insurers will need to adapt their policies to comply with these
regulations and protect sensitive information.

Evolving Liability Standards: Changes in liability standards, particularly
related to emerging technologies (e.g., autonomous vehicles), may impact
how cargo insurance is structured. Insurers will need to assess new risks and
adjust coverage options accordingly.

Cross-Border Regulations: As international trade continues to grow,
changes in cross-border regulations may affect cargo insurance requirements.
Insurers will need to stay informed about regulatory developments in different
jurisdictions to ensure compliance.

@ Marsh
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Tariffs

c &

1. Increased Costs 2. Supply Chain Disruptions

« Higher Shipping Costs: Tariffs imposed on imported « Supply Chain Reevaluation: Clients may need to
goods can lead to increased shipping costs. reevaluate their supply chains in response to tariffs. This
Transportation and logistics companies may pass these could involve sourcing materials from different countries
costs onto their clients, resulting in higher prices for or suppliers to avoid tariff costs, which may lead to delays
shipping services. and increased complexity in logistics.

« Cost of Goods: If tariffs are applied to raw materials or * Inventory Management: Companies may need to adjust
components that clients import, the overall cost of goods their inventory management strategies to account for
may rise. This can lead to increased prices for end potential delays in receiving goods due to tariffs. This
consumers and reduced profit margins for businesses. could lead to increased holding costs or stockouts if

supply chains are disrupted.
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Tariffs (cont.)

O
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3. Changes in Trade Patterns

« Shifts in Sourcing: Tariffs can prompt companies to
shift their sourcing strategies. For example, if tariffs are
Imposed on goods from a specific country, clients may
seek alternative suppliers from countries not subject
to tariffs, impacting transportation routes and
logistics planning.
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4. Compliance and Documentation

Increased Regulatory Compliance: Clients may face

additional regulatory compliance requirements related to

tariffs. This includes ensuring proper documentation for
imports and exports, which can increase administrative
burdens and costs.

Customs Clearance Delays: Tariffs can lead to longer
customs clearance times as customs authorities may
scrutinize shipments more closely. This can result in
delays in the delivery of goods, impacting supply

chain efficiency.

Transportation and Logistics projects to be one of the
hardest hit sectors in Canada if/when the proposed US
tariffs come into effect.
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projections are subject to inherent uncertainty, and the Marsh Analysis could be materially affected if any underlying assumptions, conditions, information, or factors are inaccurate or incomplete or should change. The information contained herein is
based on sources we believe reliable, but we make no representation or warranty as to its accuracy. Except as may be set forth in an agreement between you and Marsh, Marsh shall have no obligation to update the Marsh Analysis and shall have
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