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Claims Made Policies 
 
Q: We’re moving our coverage to Travelers.  How 
do we best protect ourselves from claims “falling in 
the gap” and being denied by both carriers? 
 
A: The Travelers 1st Choice+  Accountants 
Professional Liability policy is written on a claims 
made basis, as are most other carriers’ 
Accountants Professional Liability policies. 
 
As the name implies, the trigger for coverage under 
the insurance policy is that the claim be first made 
against the insured during the policy period. The 
claims made policy provides coverage for covered 
wrongful acts (i.e., professional negligence) 
committed on or after the insurance policy’s 
retroactive date, as long as the claim is first made 
during the policy period. 
 
Since one of the basic tenets of insurance is that 
one cannot seek insurance coverage for an event 
or loss that is already known to the insured, how 
does the claims made policy deal with the situation 
in which, when the insured first purchases 
insurance coverage, the insured is aware of an 
error or omission or other offense (a loss that is 
known to the insured), but the insured has not yet 
received an actual claim from the aggrieved party? 
Your new Travelers policy contains what is known 
as a Knowledge Date. The Knowledge Date is 
typically the effective date of the new policy. The 
Travelers policy provides that if, on the Knowledge 
Date, a Principal Insured is aware of a Wrongful Act 
that might reasonably be expected to give rise to a 
claim, then the policy would not provide coverage 
for that claim, even if the claim is first made during 
the Travelers policy period. Going hand in hand 
with the Knowledge Date, the claims made policy 

also provides an opportunity for an insured to report 
a potential claim during the policy period. If 
accepted, any claim ultimately resulting from the 
circumstance will be considered to have been 
made during the policy period in effect when the 
potential claim was reported. 
 
Consider the following:  
You prepare the personal income tax returns for a 
client and submit them to the IRS in a timely 
manner. Shortly thereafter you are contacted by the 
client who advises you that the IRS has contacted 
them with the results of an audit of their income tax 
returns. Allegedly the returns included a 
mathematical error, and the clients will have to pay 
additional taxes of approximately $100,000, 
penalties of $15,000 and interest of $20,000. 
 
The scenario outlined above represents the 
greatest exposure for claims falling “in the gap” 
when changing carriers. Therefore, if you are 
considering changing carriers, it is critically 
important that you require anyone who is insured 
under your policy to report to you any circumstance 
that they are aware of that might reasonably be 
expected to give rise to a claim. Report any 
potential claims to your expiring carrier and 
disclose those same potential claims on your 
application to your new carrier. Confirm that the 
retroactive date on your new policy is the same as 
the retroactive date on your old policy. Work with 
your independent insurance agent to ensure that 
there are no gaps in coverage.  
 
Do you have a question for Ask Adele that you 
would like to see answered in a future newsletter?  
Email us at AskAdele@Travelers.com 


