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• General Construction Firms
• Fire & Water Restoration Contractors
• Mold/Asbestos/Lead Contractors
• Asphalt and Paving Contractors
• Environmental Contractors 
• Waste Water Treatment Plants 

• Landfills
• Farms
• Municipalities 
• School Districts 
• Plumbers, Roofers, &  
   Artisan Contractors

• Hotels, Condo & Apartment Building
   Owners or Managers
• Property Transfers Including Purchase & 
   Sales, Mergers & Acquisitions
• Roustabouts, Freshwater Haulers, & 
   Fracking Support Contractors

Other envirOnmental PrOsPects We can helP With!
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The terms Professional Liability insurance and Errors & Omissions (E&O) coverage commonly spark thought 
of traditional professionals such as doctors, accountants, and attorneys as well as architects, engineers, 
and consultants.  However, as the construction industry continues to change and the responsibilities of 
design firms and contractors morph, the professional loss exposure for contractors becomes more and more 
important to address.  

Outside of negligent design, contractors also face professional loss exposure from other errors or omissions 
during routine operations and services, which commonly go uncovered under Commercial General Liability 
(CGL) policies.  Therefore, it’s imperative that insurance agents and brokers be familiar with contractors 
Professional Liability and E&O coverage offerings and know what to look out for.

In recent years, contractors Professional Liability insurance and contractors Errors & Omissions coverage 
have become interchangeable terms in the insurance industry as well as in insurance requirements and 
construction contracts.  Today’s insurance market offers around 20 different types of professional liability 
or E&O coverage that can be purchased by contractors. Some carriers call the coverage Contractors E&O 
while others name it Professional Liability.  The titles are, essentially, synonymous, but often the coverage 
is not and can vary significantly from carrier to carrier.  We will refer to it as professional liability moving 
forward.

Similar to how most environmental insurance policies differ in scope of coverage, professional liability 
policies are often not the same from across the industry.  The base coverage forms vary in their insuring 
agreements, conditions, exclusions, and definitions.  For example, one carrier may only offer coverage 
for architectural and engineering firms while another offers coverage for construction managers, 
design builders, and other traditional contracting type operations.  In addition, a number of contractors 
professional liability insurance offerings are written in the surplus lines market, which makes it easy for 
carriers to manuscript their own coverage forms and endorsements.  

Insurance requirements in construction contracts also use the terms interchangeably.  This can create 
confusion and complication for insureds and agents alike.  A contractual specification may require Errors 
& Omission coverage causing issue for a contractor who has a Professional Liability policy, making it more 
cumbersome to get approved for the job.  It’s very possible that their Professional Liability policy meets spec, 
since we know that the coverage titles are tantamount and the real focus should be on what coverage is 
actually being provided, not what it is called.

As a wholesale environmental insurance brokerage, we see a number of contractors professional liability 
and E&O policies.  To emphasize their variability, below we go through some of the core aspects of these 
policies and provide a simple comparison between two policies we have reviewed.  Of course, attention 
should be given to all aspects of a professional liability policy; however, the following areas specifically 
should be reviewed to ensure coverage is in place for the insured’s operations and their professional 
exposures.

GOOD TO KNOW
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“Wrongful Act” Definition Wording
Similar to the definition of “Professional Services”, how the policy defines 
a “Wrongful Act” matters as well.  As defined in the International Risk 
Management Institute, Inc. (IRMI) online glossary, a “Wrongful Act” is the 
triggering event under most professional liability policies and typically is 
defined as an “act, error, or omission that takes place within the course of 
performing professional services”.

The policies we reviewed each followed the above classic definition, 
but also offered further clarification.  The first policy limited wrongful 
acts to only arising out of defined “Professional Services”.  The second 
policy added that a “Wrongful Act” applies to the insureds design work, 
workmanship, and use of defective products or material, which seems 
broader.

specifically should be reviewed to ensure coverage is in place for the insured’s operations and their 
professional exposures. 
 
Definition of “Professional Services” 
 
One of the first things to look at on a professional liability policy is its definition of “Professional 
Services”.  How it is defined can be the difference between broad professional coverage or a restrictive 
offering.  At the very least, ensure that it is broad enough to cover all the operations of the contracting 
firm looking for coverage. 
 
One policy we reviewed only referenced work as an architect or engineer in the definition of 
“Professional Services” whereas the other included those services performed for others. 
 

Policy #1 
Titled: “Professional Liability” 

Policy #2 
Titled: “Errors & Omissions” 

Rendering or failure to render 
professional services as an 
architect or engineer 

Those services performed for 
others by or on the behalf of the 
insured 

 
“Wrongful Act” Definition Wording 
 
Similar to the definition of “Professional Services”, how the policy defines a “Wrongful Act” matters as 
well.  As defined in the International Risk Management Institute, Inc. (IRMI) online glossary, a “Wrongful 
Act” is the triggering event under most professional liability policies and typically is defined as an “act, 
error, or omission that takes place within the course of performing professional services”. 
 
The policies we reviewed each followed the above classic definition, but also offered further 
clarification.  The first policy limited wrongful acts to only arising out of defined “Professional Services”.  
The second policy added that a “Wrongful Act” applies to the insureds design work, workmanship, and 
use of defective products or material, which seems broader. 
 

Policy #1 
Titled: “Professional Liability” 

Policy #2 
Titled: “Errors & Omissions” 

Only applies to specifically-defined 
“Professional Services” 

Applies to design or workmanship 
of “Your Work” or use of defective 
products or material in “Your 
Work” 

 
Coverage for Faulty Workmanship 
 
Professional Liability and E&O policies can differ in their coverage for Faulty Workmanship.  Some 
outrightly exclude it like the first policy we reviewed did.  If you recall from the previous section, the 
second policy actually included this coverage by adding it to it’s definition of a “Wrongful Act”.  

2

“Wrongful Act” 
Definition Wording

Coverage for Faulty Workmanship 
Professional Liability and E&O policies can differ in their coverage for 
Faulty Workmanship.  Some outrightly exclude it like the first policy 
we reviewed did.  If you recall from the previous section, the second 
policy actually included this coverage by adding it to it’s definition of a 
“Wrongful Act”.  

 
Policy #1 

Titled: “Professional Liability” 
Policy #2 

Titled: “Errors & Omissions” 
Excluded  Included under the definition of a 

“Wrongful Act" 
 
Coverage for Subcontracted Work 
 
Agents and brokers should also pay attention to how a professional policy handles subcontractors and 
subcontracted work.  Depending on the contractor, whether or not subcontracted work is included may 
not seem like a big deal, but for others it is incredibly important.  Watch for exclusions for subcontracted 
work in the policy or Subcontractor Warranty endorsements added to it.  Also, check the definition of 
“Your Work” to ensure that wording is included for subcontracted work or work done on behalf of the 
insured.   
 

Policy #1 
Titled: “Professional Liability” 

Policy #2 
Titled: “Errors & Omissions” 

Excluded  The “acts, errors or omissions of 
the insured’s subcontractors” is 
included in the definition of “Your 
Work” 

 
Coverage for Bodily Injury 
 
Many Professional Liability or E&O policies only provide coverage for economic or financial losses 
suffered by third parties, as opposed to bodily injury (BI) and property damage (PD) claims. This is 
because BI and PD claims are typically covered under CGL policies.  However, there are professional 
policies that will provide coverage for BI claims.  For example, the policies we reviewed both provided 
coverage for BI, but the second one only for after the completion of “Your Work”.   
 

Policy #1 
Titled: “Professional Liability” 

Policy #2 
Titled: “Errors & Omissions” 

Included Excluded prior to completion of 
“Your Work” 

 
 
Mitigation Expense or Rectification Expense Coverage 
 
Mitigation Expense or Rectification Expense coverage is a valuable supplemental coverage that can be 
included on some professional liability policies.  Simply put, this coverage allows a contractor to file a 
first-party claim on their professional liability insurance for the direct costs and expenses to mitigate or 
rectify an act, error or omission in “Professional Services” or to prevent further damages that may lead 
to a claim. 

Coverage 
for Faulty 
Workmanship
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Definition of “Professional Services”
One of the first things to look at on a professional liability policy is 
its definition of “Professional Services”.  How it is defined can be 
the difference between broad professional coverage or a restrictive 
offering.  At the very least, ensure that it is broad enough to cover all the 
operations of the contracting firm looking for coverage.

One policy we reviewed only referenced work as an architect or 
engineer in the definition of “Professional Services” whereas the other 
included those services performed for others.

specifically should be reviewed to ensure coverage is in place for the insured’s operations and their 
professional exposures. 
 
Definition of “Professional Services” 
 
One of the first things to look at on a professional liability policy is its definition of “Professional 
Services”.  How it is defined can be the difference between broad professional coverage or a restrictive 
offering.  At the very least, ensure that it is broad enough to cover all the operations of the contracting 
firm looking for coverage. 
 
One policy we reviewed only referenced work as an architect or engineer in the definition of 
“Professional Services” whereas the other included those services performed for others. 
 

Policy #1 
Titled: “Professional Liability” 

Policy #2 
Titled: “Errors & Omissions” 

Rendering or failure to render 
professional services as an 
architect or engineer 

Those services performed for 
others by or on the behalf of the 
insured 

 
“Wrongful Act” Definition Wording 
 
Similar to the definition of “Professional Services”, how the policy defines a “Wrongful Act” matters as 
well.  As defined in the International Risk Management Institute, Inc. (IRMI) online glossary, a “Wrongful 
Act” is the triggering event under most professional liability policies and typically is defined as an “act, 
error, or omission that takes place within the course of performing professional services”. 
 
The policies we reviewed each followed the above classic definition, but also offered further 
clarification.  The first policy limited wrongful acts to only arising out of defined “Professional Services”.  
The second policy added that a “Wrongful Act” applies to the insureds design work, workmanship, and 
use of defective products or material, which seems broader. 
 

Policy #1 
Titled: “Professional Liability” 

Policy #2 
Titled: “Errors & Omissions” 

Only applies to specifically-defined 
“Professional Services” 

Applies to design or workmanship 
of “Your Work” or use of defective 
products or material in “Your 
Work” 

 
Coverage for Faulty Workmanship 
 
Professional Liability and E&O policies can differ in their coverage for Faulty Workmanship.  Some 
outrightly exclude it like the first policy we reviewed did.  If you recall from the previous section, the 
second policy actually included this coverage by adding it to it’s definition of a “Wrongful Act”.  
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Coverage for Bodily Injury
Many Professional Liability or E&O policies only provide coverage for 
economic or financial losses suffered by third parties, as opposed to bodily 
injury (BI) and property damage (PD) claims. This is because BI and PD 
claims are typically covered under CGL policies.  However, there are 
professional policies that will provide coverage for BI claims.  For example, 
the policies we reviewed both provided coverage for BI, but the second 
one only for after the completion of “Your Work”.  

 
Policy #1 

Titled: “Professional Liability” 
Policy #2 

Titled: “Errors & Omissions” 
Excluded  Included under the definition of a 

“Wrongful Act" 
 
Coverage for Subcontracted Work 
 
Agents and brokers should also pay attention to how a professional policy handles subcontractors and 
subcontracted work.  Depending on the contractor, whether or not subcontracted work is included may 
not seem like a big deal, but for others it is incredibly important.  Watch for exclusions for subcontracted 
work in the policy or Subcontractor Warranty endorsements added to it.  Also, check the definition of 
“Your Work” to ensure that wording is included for subcontracted work or work done on behalf of the 
insured.   
 

Policy #1 
Titled: “Professional Liability” 

Policy #2 
Titled: “Errors & Omissions” 

Excluded  The “acts, errors or omissions of 
the insured’s subcontractors” is 
included in the definition of “Your 
Work” 

 
Coverage for Bodily Injury 
 
Many Professional Liability or E&O policies only provide coverage for economic or financial losses 
suffered by third parties, as opposed to bodily injury (BI) and property damage (PD) claims. This is 
because BI and PD claims are typically covered under CGL policies.  However, there are professional 
policies that will provide coverage for BI claims.  For example, the policies we reviewed both provided 
coverage for BI, but the second one only for after the completion of “Your Work”.   
 

Policy #1 
Titled: “Professional Liability” 

Policy #2 
Titled: “Errors & Omissions” 

Included Excluded prior to completion of 
“Your Work” 

 
 
Mitigation Expense or Rectification Expense Coverage 
 
Mitigation Expense or Rectification Expense coverage is a valuable supplemental coverage that can be 
included on some professional liability policies.  Simply put, this coverage allows a contractor to file a 
first-party claim on their professional liability insurance for the direct costs and expenses to mitigate or 
rectify an act, error or omission in “Professional Services” or to prevent further damages that may lead 
to a claim. 

Mitigation Expense  
or Rectification 

Expense Coverage

5

Mitigation Expense or Rectification Expense Coverage 
Mitigation Expense or Rectification Expense coverage is a valuable 
supplemental coverage that can be included on some professional liability 
policies.  Simply put, this coverage allows a contractor to file a first-party 
claim on their professional liability insurance for the direct costs and 
expenses to mitigate or rectify an act, error or omission in “Professional 
Services” or to prevent further damages that may lead to a claim. 

 
Policy #1 

Titled: “Professional Liability” 
Policy #2 

Titled: “Errors & Omissions” 
Includes coverage to fix 
detected design errors without 
a third-party claim  

Not included, requires a claim 
from a third party for damages 
to trigger coverage 

 
The takeaway from all of this is to look past the name or title of a policy and focus on what coverage is 
actually being provided.  Like environmental insurance policies, professional policies are not uniform.  
Agents and brokers should be wary of the policies they are selling, because, if they are not careful, they 
could be providing clients with insurance that is inherently flawed. 
 
Professional Liability or Errors & Omission coverage is available as a standalone policy as well as in 
combined form policies.  Various carriers provide a multitude of options with some working for certain 
contractors and others not.  ARMR.Net regularly works with clients requiring professional coverage and 
we are happy to help as your resource! 

6

page 4

Coverage 
for 
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Coverage for Subcontracted Work 
Agents and brokers should also pay attention to how a professional 
policy handles subcontractors and subcontracted work.  Depending on 
the contractor, whether or not subcontracted work is included may not 
seem like a big deal, but for others it is incredibly important.  Watch for 
exclusions for subcontracted work in the policy or Subcontractor Warranty 
endorsements added to it.  Also, check the definition of “Your Work” to 
ensure that wording is included for subcontracted work or work done on 
behalf of the insured.  

 
Policy #1 

Titled: “Professional Liability” 
Policy #2 

Titled: “Errors & Omissions” 
Excluded  Included under the definition of a 

“Wrongful Act" 
 
Coverage for Subcontracted Work 
 
Agents and brokers should also pay attention to how a professional policy handles subcontractors and 
subcontracted work.  Depending on the contractor, whether or not subcontracted work is included may 
not seem like a big deal, but for others it is incredibly important.  Watch for exclusions for subcontracted 
work in the policy or Subcontractor Warranty endorsements added to it.  Also, check the definition of 
“Your Work” to ensure that wording is included for subcontracted work or work done on behalf of the 
insured.   
 

Policy #1 
Titled: “Professional Liability” 

Policy #2 
Titled: “Errors & Omissions” 

Excluded  The “acts, errors or omissions of 
the insured’s subcontractors” is 
included in the definition of “Your 
Work” 

 
Coverage for Bodily Injury 
 
Many Professional Liability or E&O policies only provide coverage for economic or financial losses 
suffered by third parties, as opposed to bodily injury (BI) and property damage (PD) claims. This is 
because BI and PD claims are typically covered under CGL policies.  However, there are professional 
policies that will provide coverage for BI claims.  For example, the policies we reviewed both provided 
coverage for BI, but the second one only for after the completion of “Your Work”.   
 

Policy #1 
Titled: “Professional Liability” 

Policy #2 
Titled: “Errors & Omissions” 

Included Excluded prior to completion of 
“Your Work” 

 
 
Mitigation Expense or Rectification Expense Coverage 
 
Mitigation Expense or Rectification Expense coverage is a valuable supplemental coverage that can be 
included on some professional liability policies.  Simply put, this coverage allows a contractor to file a 
first-party claim on their professional liability insurance for the direct costs and expenses to mitigate or 
rectify an act, error or omission in “Professional Services” or to prevent further damages that may lead 
to a claim. 
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• General Construction Firms
• Fire & Water Restoration Contractors
• Mold/Asbestos/Lead Contractors
• Asphalt and Paving Contractors
• Environmental Contractors 
• Waste Water Treatment Plants 

• Landfills
• Farms
• Municipalities 
• School Districts 
• Plumbers, Roofers, &  
  Artisan Contractors

• Hotels, Condo & Apartment Building
 Owners or Managers
• Property Transfers Including Purchase & 
  Sales, Mergers & Acquisitions
• Roustabouts, Freshwater Haulers, &  
   Fracking Support Contractors
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A M E R I C A N  R I S K  M A N A G E M E N T  
R E S O U R C E S  N E T W O R K ,  L L C . 

ENVIRONMENTAL
INSURANCE TOOLBOX

Your ARMR Production Team:

Honesty | Integrity | Knowledge | Excellence | Accountability

HARRISON SCHEIDER

hscheider@armr.net 
608 836.9521

JAMES MARTINS

martins@armr.net 
608 824.1191

 
The takeaway from all of this is to look past the name or title of a policy and focus on what coverage is actually 
being provided.  Like environmental insurance policies, professional policies are not uniform.  Agents and 
brokers should be wary of the policies they are selling, because, if they are not careful, they could be providing 
clients with insurance that is inherently flawed.

Professional Liability or Errors & Omission coverage is available as a standalone policy as well as in combined 
form policies.  Various carriers provide a multitude of options with some working for certain contractors and 
others not.  ARMR.Net regularly works with clients requiring professional coverage and we are happy to help as 
your resource!

GOOD TO KNOW
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