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Indirect Income Loss

Problem:   A greater risk for
"indirect" income loss exists as
more Massachusetts manufac-
turers rely upon assemblers for
production of their boards,
cabinetry, and parts for finished
product.  You may have millions
of dollars of product moving
through assemblers, where you
have no control over plant
safety or security.

Solution: We take great care to
understand the flow of your
product from parts through
finished goods to your
customers.   We help you
secure adequate on-site and
off-site property protection.

Action:
• Review your assembler

contracts for capital equip-
ment and inventory loss
responsibility

• Ask your insurer to place
coverage where needed

• Get updated certificates of
insurance from your assem-
blers' insurer

Shock Loss

Problem:  Your outgoing
$75,000 computer is dropped
on Logan Airport's tarmac,
sustaining visible damage to the
cabinet.  Fearing hairline cracks
in your boards resulting in
possible systems failure, you
declare a total loss to your
insurer.  After the insurance
adjuster has an engineer test
the unit, your insurer offers to
settle for the cabinet damage
only, $6,500. A $68,500 gap!

Solution: We can solve this
discrepancy by stating in the
policy application that any
shock loss is declared a "total
loss" by your QC standards.
(Pricing will reflect this higher
loss agreement.)

Action:
• Review your Quality Control

standards with your insurance
broker

• Determine the most cost-
effective method of risk man-
agement and coverage

Shipping Loss

Problem:  You always ship
F.O.B. your loading dock.  But
what happens when your cus-
tomer reports "shipment has
arrived damaged — please
replace" and — your customer
did not place shipping coverage
on the incoming goods?

Solution: We can provide for
this contingent loss possibility at
a fraction of the standard ship-
ping insurance rates.

Action:
• Be sure you have an annual

cargo insurance policy in
place for any incoming and
outgoing loss!

Unexpected Losses:  Beware of these situations!
In this issue we will look at business situations becoming more and more common as technology
manufacturers outsource assembly work.  Common to you, most likely, but maybe not so common to
your insurer for coverage considerations.  Have you and your broker created a flow chart of material
and finished goods?  Is your coverage adequate?  Is your rate properly reflecting your risk?  How do
you know the answers to these questions?
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Nancy James will be
speaking at Clark University

on a panel devoted to
business risks and

legal issues.

more info — email
npjames@npjames.com

Disaster Recovery – A Time Line

Among many daily tasks, both customer related and 
administrative, businesses need to remember to keep 
an eye toward preparation for the unforeseen.  Risk 
identification and management for the ordinary and 
the extraordinary are essential to long-term business 
viability.  Disaster planning and recovery have become 
more frequently the focus of attention, starting with Y2K 
issues.      

The primary issues of Y2K involved the reliability of 
community public safety including electrical power, 
communications, traffic controls, and other infrastructure 
issues, which were international in scope.  

And then the September 11, 2001, World Trade Center 
tragedy struck the nation.  All US businesses turned their 
attention to disaster planning, where I noted that “The 
World Trade Center tragedy may not have changed our 
business risks, but, demonstrated that we are largely 
unprepared.”

Last year’s Hurricane Katrina taught us a lot about our 
aging infrastructure, the power of wind and water, and 
the crushing task of mass evacuation.   

Today we look at areas important to risk management 
teams as the globe (and the US particularly) prepare for 
the possibility of a pandemic (see related article).

Insurance has always been a housekeeping task, while 
risk management is an ongoing necessity.  First you 
identify the risk, and then you decide what to do with it.  

My opinion of your greatest risk of loss?
• Liability while driving your car
• Employees’ health and viability
• Loss of a key person to the business
• Fire  [property & income losses]
• Data security breaches
• Employee theft
• Flood and Hurricane (please note my October 2005 

newsletter, “The Ugly Truth About Flood Insurance”
       www.npjames.com/assets/pdfs/10_05.pdf)

Insurance industry experts and predictor specialists 
state that a hurricane the severity of 1938 with 150 m/
p/h winds may hit the east coast as early as this year.  
Astonishingly, 53 percent of Americans currently live in 
coastal communities – the insurance industry does not 
possess the financial strength to handle that magnitude 
of loss.  Remember, World Trade Center losses are 
between $40-$50 billion, and Hurricane Katrina costs 
currently at $60 billion.

My work with liability and legal issues associated with 
Y2K began in 1996.  At the time it was estimated to be a 
$600 billion global remediation project with the American 
Bar Association estimating $1 trillion in litigation costs 
– worthy of some examination.  In my opinion it was 
the greatest global remediation effort ever successfully 
undertaken.  For this past 10 years those issues have 
not only compounded, but also grown as a management 
concern. 

The most important thing today for businesses 
to remember is an eye toward preparation – risk 
identification and management.  Sit down and assess 
your risks for ultimate business continuity and viability.  

New challenges of a Pandemic

While no property or casualty insurance policy now 
covers business losses for pandemic-type events, 
legislative and regulatory pressure will surely be placed 
on the industry to provide a market for such losses.  A 
very imaginative tort bar and sympathetic juries will have 
their roles, as well.  

Facing a pandemic, a myriad of issues need to be 
assessed.  Every business will need to ask itself if it is 
“virtual” (with the ability to operate from employees’ 
homes).  Retailers face sales and product delivery 
viability, as landlords need to plan for rent abatement 
for shutdowns (government or prudent).  Everyone 
expects our infrastructure to be maintained, even while 
understanding that utility workers will be exposed to the 
same illness as the rest of the population.  Those issues, 
compounded by health care capacity, food supply, 
and spoilage problems, are enormous concerns to city 
planners.  

Remember, communications with employees, clients, 
vendors, and customers are key to surviving any 
catastrophe.

Increasing risks from severe storms as well as global 
threats from a pandemic spread of illness create 
tremendous new challenges to our businesses as well as 
the basic life safety for our employees, our families, and 
ourselves.

Finally – survival will depend upon the quality of our 
business planning.  

Please do that for a better ability to survive.
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N.P. James Insurance Agency specializes in technology risks
Clients have relied on Nancy James for over 20 years to help protect them from unexpected
losses that range from hardware and software failures to attacks from "shark-infested"
cyberspace.

Nancy James distinguishes herself as a technology risk expert among larger general insurance
agencies for two reasons:

• Deep technology product knowledge from her background of more than a dozen years as
a computer systems designer.

• A reputation as a problem analyst for emerging risk in technology

A TIME TO WORRY. . . In This Issue

3 common technology conditions you may face

3 areas where your insurance may not cover you

[ 1. Off-Site Loss       2. Shock Loss        3. Shipping Loss ]

   ******  IN THIS ISSUE  *****

DISASTER RECOVERY  -  

• PLANNING FOR THE UNFORESEEN

• PANDEMICS

 Announcement

At its annual meeting in Boston, the Massachusetts Society of Licensed Insurance 
Advisers elected Nancy P. James as Co-President of the Board of Directors.  
Ms. James also served as president in 1996-1997.

The purpose of M.S.L.I.A. is to uphold the ethical and professional standards of all 
Insurance Advisers licensed by the Commonwealth of Massachusetts.

Ms. James is the owner of the N.P. James Insurance Agency, 33 Bedford Street, Concord, 
MA celebrating 24 years of service.

www.npjames.com    npjames@npjames.com
978-369-2771


