Understanding Towing and Recovery Insurance:
By Larry Alexander

Because the towing industry is special, some of its insurance needs are, too. The following
will give you an overview of some of the coverage’s and terminology. Remember, this is
not a policy or an offer of coverage but a general overview.

Auto Liability

Auto liability provides coverage for your legal liability for "bodily injury or property
damage" to others arising out of the operation of your wreckers and other owned vehicles
on the policy. This includes damage to others caused by the vehicle in tow but not to the
towed vehicle itself. (That's on-hook coverage, more on that later).

The limits of liability you need is determined by such things as what state you are located
in, if you plan to cross state lines, etc. Federal law specifies that if you cross a state line
you must carry $750,000 coverage and have a Form MCS-90 attached to your policy. We
can help you to determine what limits are the minimum required for your operation. You
would be surprised by how little additional cost there is to get higher limits.

Auto Physical Damage

Auto physical damage provides coverage for damage to your wrecker. "Collision" is damage
caused by a collision with another object or upset of the auto. "Comprehensive" is damage
caused by other than collision (OTC). Examples would be theft, wind, fire, vandalism, explosion,
or any other covered peril. Each loss is subject to a deductible, the most common is $1,000 but
sometimes lower ones are available.

The value of the coverage on your unit is set one of two ways depending on the insurance
company used.

Stated amount: You state the amount at the beginning and the policy will pay for damages
up to that amount but not to exceed the actual value of the vehicle. You don't want to over
or understate the limit on the vehicle. Otherwise, you'll pay for coverage that's not there or
get less than the unit was worth in a total loss. Your premium is based upon the value you

set.

Actual Cash Value (ACV): This pays for the damage up to the actual value of the unit at the
time of loss. Your premium is based upon the units cost new and adjusted downward for
older units.

Garage Liability and Garage Keepers Liability
These two are often confused. I find the best way to keep them straight is that the
garage liability is usually a higher limit equal to your auto liability limit, while the garage
keepers is lower and based upon the value of the vehicles in your custody. Another way

is to think of 'keepers" as what you are keeping for your customers.

Garage liability provides coverage for liability arising out of your operations other than






