digicert

Cyber Insurance
in DDoS Attack
Mitigation and
Recovery

GGGGG



Cyber Insurance in DDoS Attack Mitigation and Recovery

Distributed Denial of Service (DDoS) attacks have evolved from a mere technical nuisance into a significant and calculated
business risk. As the landscape of cyber threats continues to mature, organizations are confronted with a challenging reality:
constructing a digital fortress that is completely impenetrable to every conceivable attack vector is often financially unfeasible
and practically impossible. This recognition brings cybersecurity strategy and financial risk management to the forefront of
modern business planning. While implementing proactive mitigation measures is a fundamental component of any security
posture, the role of cyber insurance becomes pivotal during the recovery phase, functioning as a crucial financial safety net
when even the most robust defenses are inevitably overwhelmed.

This guide is designed to explore the specific and vital role that cyber insurance plays in the context of recovering from
DDoS attacks. We will examine the significant economic implications these attacks can have on a business, detail what
typical insurance policies cover, and explain how integrating cyber insurance into a broader resilience strategy can fortify an
organization against financial devastation.

While this guide provides a comprehensive overview of the role of cyber insurance in recovering from DDoS attacks, it is not
intended to serve as an authoritative source. Businesses are strongly encouraged to consult with their legal team and their
cyber insurance provider to ensure that their specific needs and circumstances are fully addressed and adequately protected.

The Upside-Down Economics of DDoS Attacks

To grasp why cyber insurance has become essential, we need to recognize the economic asymmetry inherent in DDoS attacks.
For malicious actors, the barrier to entry is remarkably low. “DDoS-for-hire" services allow even unsophisticated individuals to
launch crippling attacks for less than a hundred dollars. Conversely, the victim must contend with a disproportionate fallout,
facing potential losses in revenue, productivity, and brand reputation that can easily scale into millions of dollars.

The Financial Impact of Downtime

The most immediate and visible cost of a DDoS attack is system downtime. For e-commerce platforms, financial services,
and SaasS providers that rely on constant availability, every minute of service interruption translates directly into lost revenue.
However, the total financial burden often extends well beyond the duration of the initial outage:

*  Operational Disruption: When a network is overwhelmed, employees are unable to access the critical systems and tools
required to perform their duties, effectively halting organizational productivity.

* Incident Response Costs: Managing an active crisis requires significant investment. Organizations must often bear
the expense of hiring external forensic experts and specialized mitigation teams to neutralize the threat and restore
operations.

+  Customer Attrition: Reliability is a cornerstone of user experience. Customers who encounter inaccessible services
frequently lose patience and transition to competitors who can provide a stable connection.

*  Reputational Damage: Beyond the immediate loss of sales, a high-profile outage can erode long-term trust. This damage
to the brand's credibility can negatively impact future sales and market position for years to come.

The “Black Swan” Dilemma

DDoS attacks can often function as "Black Swan" events for a specific organization—they are high-impact occurrences that
are difficult to predict and may have a low frequency of happening. This creates a significant budgeting paradox, particularly
for small to mid-sized companies. Is it a financially responsible decision to invest heavily in building terabits of mitigation
capacity for a large-scale attack that might never materialize?

For most companies, the answer to that question is no. Constructing and maintaining the extensive infrastructure required

to absorb the largest known DDoS attacks is prohibitively expensive and resource intensive. This is where the concept of risk
transfer becomes the most logical and economical choice. Rather than over-investing in an on-premises infrastructure that
may sit idle, organizations can opt to invest in robust baseline defenses for common threats and then transfer the catastrophic
risk of a large-scale, "Black Swan" event to a specialized cyber insurance carrier, while having relationships with mitigation
providers when they need the assistance.



What is Cyber Liability Insurance?

Cyber liability insurance is a specialized form of coverage designed to protect businesses from the financial fallout of data
breaches and cyberattacks. These events can result in significant disruptions, leaving companies vulnerable to both immediate
and long-term consequences. Unlike general liability insurance, which primarily covers tangible risks like bodily injury and
property damage, cyber insurance is tailored to address the often intangible yet very real costs stemming from digital threats.

Standard business insurance policies frequently exclude
cyber risks altogether or provide only minimal coverage with
inadequate sub-limits. This is why a dedicated cyber liability
policy is essential for addressing the unique challenges
posed by cyber incidents. For instance, in the event of a
DDoS (Distributed Denial of Service) attack, such a policy
can help cover critical expenses like data recovery costs,
operational downtime from business interruption, and even
ransom or extortion payments if required to mitigate further
damage. By offering protection where standard policies

fall short, cyber insurance ensures businesses are better
equipped to navigate the complex and costly aftermath of
cyberattacks.

Does Cyber Insurance Cover DDoS Attacks?

In general, yes, cyber insurance typically covers DDoS attacks. However, the extent of this coverage depends on specific policy
details and the triggers required to activate a claim. Most comprehensive policies include specific provisions designed to
address the financial and operational fallout of a DDoS.

Business Interruption Coverage

This is often the most critical component for recovering from a DDoS attack. When an attack renders your network or website
inaccessible to legitimate users, business interruption coverage compensates for the income lost during this forced downtime.
It is important to note that this coverage typically begins after a predetermined waiting period—often ranging from 8 to 12
hours—and continues until operations return to pre-attack levels. Beyond lost revenue, it may also cover additional expenses
incurred to minimize the suspension of business, such as the costs of deploying temporary servers or paying overtime to IT
staff working to restore services.

Cyber Extortion and Ransom

Modern DDoS attacks are frequently accompanied by ransom demands. In these scenarios, attackers may launch a brief
“demonstration" attack and threaten a much larger, sustained flood of traffic unless a payment is made. Cyber extortion
coverage is designed to reimburse the insured for these ransom payments, subject to legal restrictions, as well as the
professional costs associated with managing and negotiating the demand.

Incident Response and Forensics

Effective recovery involves more than simply waiting for malicious traffic to subside; it requires active mitigation and expert
intervention. Many insurance policies cover the costs of hiring third-party cybersecurity firms to assist in real-time. These
experts help mitigate the attack, analyze traffic patterns to identify the source, and ensure system availability is fully restored.

Data Recovery and Restoration

While the primary goal of a DDoS attack is to impact availability, these incidents can sometimes coincide with more invasive
activities, such as data theft or corruption. If a DDoS event is associated with data loss or system damage, "Digital Asset
Restoration” coverage helps pay for the specialized labor and time required to retrieve, recreate, or restore that data from
backups.



What Is Typically Not Covered?

Understanding policy exclusions is just as critical as knowing what the policy covers. Cyber insurance is not a blank check;
insurance carriers frequently deny claims if specific conditions or prerequisites are not met.

Reputational Damage: A company's brand, marketing, and reputation in the market is hard to measure and often indirect.
Because of this, they are close to impossible for insurance to cover.

Property Damage: Physical damage to hardware, like servers overheating due to the extreme processing load during an
attack, is usually excluded from cyber policies. These incidents typically fall under the jurisdiction of traditional property or
equipment insurance.

Intellectual Property Destruction: While a policy may cover the operational costs associated with a DDoS, the actual
economic value of destroyed or disrupted trade secrets or proprietary intellectual property is typically not reimbursable.

Prior Knowledge: If a company was aware of a specific vulnerability or an ongoing threat before purchasing the policy but
failed to disclose it during the underwriting process, the carrier may deny coverage for any resulting incidents.

Nation-State Attacks: Many policies include "War Exclusions.” If an attack is officially attributed to a foreign government
or classified as an act of war, the carrier may attempt to deny the claim. This remains a complex and evolving legal area as
the lines between cybercrime and state-sponsored activity blur.

The Challenge of Deductibles and Waiting Periods

While insurance provides a vital safety net, it does not offer immediate liquidity. The structure of cyber policies often places the
initial financial burden on the victim, requiring organizations to navigate significant upfront costs during a crisis.

High Deductibles

Cyber insurance policies often carry substantial deductibles,
also known as “retention.” A company might be required to
pay the first $10,000 or $50,000—or even more out—before
the insurance provider contributes any funds. For a small

or mid-sized business, meeting this deductible alone can
create significant financial strain, potentially depleting
emergency reserves before the recovery process has fully
begun.

Waiting Periods

Business interruption coverage is rarely instantaneous. It
typically involves a "waiting period” or “"time deductible”
that must pass before coverage activates. For example,

if a policy has a 12-hour waiting period, the insurer will

not cover any financial losses incurred during the first 12
hours of a DDoS attack. Since many DDoS attacks are
intense but short-lived—often lasting less than 24 hours—a
company could suffer substantial operational and financial
damage without ever triggering a payout. This leaves the
organization to absorb the full cost of the most critical
hours of the disruption.

The “Pay and Chase” Model

In most scenarios, the victim must operate under a “pay and chase" model, paying for mitigation services, forensic
investigations, legal fees, and even ransom demands upfront. The insurance reimbursement check arrives later, often months
after the incident, following a rigorous and time-consuming claims adjustment process. Consequently, organizations must
maintain enough cash flow to survive the immediate aftermath of an attack while awaiting reimbursement for their covered
expenses.



The Symbiosis of DDoS Mitigation and Insurance

Cyber insurance should never be viewed as a substitute for a comprehensive cybersecurity strategy. Instead, the two are
becoming increasingly interrelated. Insurance carriers have significantly raised their standards and are no longer willing to
underwrite policies for organizations that exhibit poor security hygiene or lack basic protective measures.

DDoS Mitigation Lowers Risk (and Premiums)

DigiCert UltraDDoS Protect offers advanced, state-of-the-art solutions to safeguard gaming platforms against the growing
threat of Distributed Denial of Service (DDoS) attacks. Our robust mitigation tools and real-time traffic analysis provide
unparalleled protection designed specifically to minimize disruptions to online gaming properties. By leveraging adaptive
technologies and scalable infrastructure, DigiCert UltraDDoS Protect ensures continuous uptime and a seamless experience
for gamers, even during high-volume attack attempts.

Pre-Requisites for Coverage

To qualify for a policy that offers favorable premiums and higher coverage limits, insurers now require applicants to prove
the existence of robust defense mechanisms. When evaluating risks related to Distributed Denial of Service (DDoS) attacks,
carriers may specifically look for:

+  Active DDoS Mitigation Services: Insurers need to see proof that a specialized, always-on service is in place to
continuously monitor, detect, and neutralize anomalous traffic spikes before they can impact network and service
availability. This often means having a dedicated third-party DDoS mitigation provider. Many mitigation providers such as
DigiCert have a contingency package which pays for a low-cost service that can be configured and then invoked when a
DDoS occurs.

»  Ongoing Security Testing: Carriers require evidence of regular, comprehensive security testing, including DDoS testing.
This demonstrates a proactive approach to identifying and remediating potential weaknesses that could be exploited in an
attack. DigiCert recommends that an organization tests their DDoS plan at least every 6 months using one of several test
types: tabletop exercises, onramp testing, and full DDoS simulation testing.

+  Formalized Recovery Protocols: A documented and frequently tested Business Continuity and Disaster Recovery (BCDR)
plan is essential. This plan must clearly outline the specific procedures and responsibilities for how the organization will
maintain critical operations during and after a DDoS incident, ensuring a swift and orderly recovery. DigiCert provisions
a runbook for every UltraDDoS customer that formalizes and standardizes our part of your DDoS and BCDR plan. That
runbook is viewable inside of our services portal.

Navigating the Claims Process

Recovering from a DDoS attack requires carefully navigating the claims process, which can often be complex and time
sensitive. Proper documentation is absolutely critical to ensuring a smooth and successful claim. To maximize coverage and
avoid potential issues, organizations should follow these steps:

1. Notify the Carrier Imnmediately: As soon as the attack is 3. Track Expenses: It's important to record all costs

identified, it's essential to contact your insurance carrier associated with the attack in a clear and organized
without delay. Many policies have strict requirements manner. This includes keeping a separate ledger of

for timely notification, and failing to report the incident expenses like overtime hours worked by employees, fees
promptly could jeopardize your ability to claim coverage for hiring outside consultants or cybersecurity experts,
for the event. and even lost sales or revenue during the downtime.

Accurate tracking of these expenses can make the
reimbursement process much smoother.

2. Document Everything: Detailed records are the backbone 4. Work with Approved Vendors: Many insurance policies

of a strong claim. Organizations should maintain stipulate the use of pre-approved incident response
comprehensive logs of server downtime, unusual vendors to perform the mitigation. If you hire an

traffic patterns, and any communication received from unauthorized provider, it could result in reduced
attackers, such as ransom demands. These records reimbursement or even a denial of the claim. Before
provide crucial proof of the incident and its impact, engaging any third-party experts, confirm with your
demonstrating the extent of the disruption caused by the insurer that they are on the approved vendor list to avoid
attack. complications.

By following these steps and staying diligent, organizations can properly document the attack impact and ensure they meet all
requirements for a successful insurance claim.



Conclusion

DDoS attacks represent a significant financial threat that can destabilize even well-prepared organizations. While robust
technological defenses are the first line of protection, no system can guarantee total immunity from a sophisticated or large-
scale assault. In these instances, cyber insurance serves as a critical financial backstop, helping to cover the substantial costs
and operational damages that technology alone cannot prevent.

By thoroughly understanding the scope of available coverage, the specific limitations of deductibles, and the rigorous
requirements for insurability, businesses can construct a resilient strategy. This comprehensive approach ensures the
organization survives both the immediate technical assault and the long-term economic aftermath. Ultimately, the goal is not
just to repel the malicious traffic, but to ensure the business remains financially viable and operational long after the attack
subsides.

Protect Your Services Today

DigiCert® UltraDDoS Protect is a robust solution designed to safeguard businesses against the growing threat of Distributed
Denial of Service attacks. By leveraging advanced traffic filtering technologies, this product ensures the seamless operation
of your network by detecting and mitigating malicious traffic in real-time. With customizable protection plans and scalable
features, UltraDDoS Protect adapts to your organization's unique requirements, offering both reliability and peace of mind.

To learn more about how UltraDDoS Protect can enhance your organization's resilience, visit our website or contact our team
of experts today.
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