
Rule #1. Assume that any contract you’re asked to sign could put you on 
the hook for damages. This applies to companies you’ve done business 
with for years, along with those you may work with for the first time. 

Rule #2. Get protected before signing a contract. Here’s why. It may 
contain language, such as  “indemnification” and “hold harmless” clauses, 
that could put you on the hook for damages you had nothing to do with. 
And that could wipe you out or leave you in deep financial distress.

Do this: before signing a contract, contact your insurance agent to review 
it. An experienced insurance agent can spot the “red flags” and protect 
your back.

Rule #3. Don’t get hammered by “hold harmless.” Let’s say the GC’s 
contract requires you to hold them harmless for their negligence pertaining 
to any bodily injury or property damage. Once you’ve agreed to protect 
the GC, you’re in hot water because your insurance policy says you 
are responsible for the claim. Since you had nothing to do with it, your 
insurance company doesn’t pay. Now, you’re on the hook for paying the 
claim and the legal expenses. 

Rule #4. Always be on the right side of “risk transfer.” In a nutshell, 
construction contracts place responsibility for claims on the entity that’s in 
charge of the situation — For example: GC > Sub 1 > Sub 2 > Sub 3. 
Each one transfers the risk through “hold harmless” wording to the one 
below it. When there’s a loss, the lawyers will reach out to touch 
someone. Don’t let it be you.

Rule #5. Taking chances is dangerous. Someone hand delivers a 
contract and wants it signed now. Don’t be tempted to do it. 

Rule #6. Read Rule #1 – again!
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You’re in a hurry. Time 
is money and you’re 
chasing work. You 
glance at the contract 
in front of you. “It looks 
OK,” you say as you 
sign it. If you’ve ever 
done that, it’s time to 
stop. Now.

And here’s why. 
There’s a good chance 
that the contract contains 
“toxic language” that 
could cost you a lot of 
money and a lot of 
trouble. So, here are 
six rules that will help 
keep your business out 
of hot water.

Read before signing a contract
Contractors’ Risk Transfer Cheat Sheet
How to keep your business out of hot water

Rule #2. 

Call Joe
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