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CONTRACTOR DEFAULT INSURANCE:
A BOND ALTERNATIVE

Todd Rowland
Zurich US Construction

What Does Default Insurance Cover ?

A. Cost of completing the subcontractor's contractual obligations
B. Cost of correcting defective or nonconforming work

C. Lega costsincurred as aresult of subcontractor's default

D. Costs incurred in the investigation, adjustment, and defense of disputes of qualifying
losses

E. Indirect costs associated with subcontractor default, such as liquidated damages, job ac-
celeration costs, and extended overhead (subject to a separate sublimit)

What Is Not Covered?

A. Misrepresentation

B. Fraud

C. Defaults occurring prior to the policy period
D. Material breach of warranty by the contractor
E. Contracts acquired from other entities

F.  Nuclear reaction or radiation

G. War and other hostile actions

H. Losses arising out of the providing of professional services by the insured
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I1l. How Much Does |t Cost?
A. Underwriting considerations
1. Longevity of business
2. Financial stability and profitability
3. Reputation
4. History of subcontractor default claims
B. Cost Variables
1. Minimum premium
2. Maximum premium
3. Deductible and copayment percentage
4. Actua loss experience
V. Program Options
A. Lump sum premium
B. Deposit premium and periodic payments
C. Interest-bearing plan
D. Singleloss cap on copayment amount
E. Simulated “bid bond” coverage
V. Benefitsof Contractor Default I nsurance (ver sus bonds)

A. Opportunity to financially benefit from good prequalification and management of sub-
contractors.

B. Preferencefor dealing with their own insurer versus a defaulted subcontractor's surety
C. Provides additional incentives to select reliable subcontractors

D. No time restrictions on coverage after a project is completed

Todd Rowland 6




CONTRACTOR DEFAULT INSURANCE:
A BOND ALTERNATIVE

History

Development Began in Late 1995
First Account Bound September 1996
More than 40 Bound Programs

Current Users Perform Over $12 Billion in Annual
Construction

Over $8 Billion in Contract Values Insured

Objectives

 Alternative to Traditional Surety
* More Control to the Project Team
* Non-Adversarial Claims Process

» Cost Effective Solution
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Principles

* Skin In The Game

— Loss Sensitivity

— Relationship Between the Parties
— Alignment of Interests

— Control

Subguard Coverage

Indemnification Insurance Policy
Non-Admitted Policy

Coverage Trigger/Default of Performance
Follows the Contract

Damages/Economic Loss
— Both Direct and Indirect Costs
Covers Contracts Entered into During

Policy Period through Completion
and Warranty

Todd Rowland 8




Subguard Coverage

» Multiple Defaults with the Same Contractor During a Policy

Period are Aggregated

» Exclusions
— Pre-existing Defaults
— Fraud
— Breach of Warranties and Covenants
* Cease Awarding to Defaulted Contractors
* Reasonable Mitigation
* Preserve Rights of Recovery

* Retain Deductible and Co-Pay
— Nuclear, War and Professional Services of Insured

Contractor Pre-qualification

» Performed by Customer
— Underwrites Procedures
— Makes Recommendations

* Focuses on Four Major Areas
— Experience
— Trade References
— Financial Strength
— Ownership/Management Stability

* Risk Engineering Support

Todd Rowland




Claims

Managed and Resolved by the Customer

Provide a Proof of Loss
— Similar to a Contract Claim
— Documentation of Default
— Loss Summary
— Documentation Supporting Amounts Paid

Interim Payment Percentage
Recovery

Customers

» General Contractors
— Predominately Negotiated Work
— $100 Million in Subcontracts Annually

 Owners

* Projects

Todd Rowland 10




Program Structure

* One Set of Limits

— Up to $50 Million

— Available for any Default
* Retention

— Deductible

— Co-Pay Percentage
» Deductible Aggregates

— Annual

— Multi-year

Costs

» Average Surety Costs Approximately 1%
of Contract Values

» Subguard
— Risk Transfer
* Approximately 30 to 40% of Surety Costs
— Deductible Aggregate Rates
* Annual — 60 to 70% of Surety Costs
* 3 Year — 40 to 50% of Surety Costs
— Savings
* 30-40% Over Surety Costs

11
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Typical Deductible Structure

$25,000,000 §

EX RISK TRANSEFER

$500,000
DEDUCTIBLE

$1,000,000 $25,000,000

Typical Program Finance Structure

+ $200 Million in 3 Year Program Results
Subcontracts ($1000's)

« $10 Average $900
Bond Costs

* Risk Transfer
Rate — $3.50

» 3 Year Aggregate
Rate — $5.00

« Ultimate Potential Savings $2,100
— $3.9 Million Program Savings
m Risk Transfer
m Aggregate
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Funding Retained Risk

Finite Risk
Tool to Manage Retention
Multi-year Programs

Accounting and Tax Benefits

Implementation

Begin with a Subset of the Company

— Division, Region or Project
Manage Changes to Procurement Process
Internal Orientation and Training

Information Flow
— Pre-qualification Process
— Internal and External Reports

13
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Summary

Returns Control of the Project to the Customer
Offers a Cost Effective Alternative

Aligns Interests

Promotes On-Time-On-Budget Projects

14
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_ _ ZURICH
subguard policy declarations

Sieadfast Insurance Company

Dioreer, Dielavrare
Ludrninistratie Offices - 1400 Lrnerican Lane, Schawnburg, [incis 60196-1056

Folicy rarber: Renewral of:

Item 1:  Narned insured:
Address:

Matred insured is: 0000 indrvidual O O partnership

Producer nare:
Address:

Producer code:
Ttem 2:  From (effectmee date):

(e xpiration date)

at 12:01 a1, standard t1

IN RETURN FOF. THE FAYMENT OF FREMIUL AND SUBJECT A LL THE TERMS OF THIS POLICY, WE AGREE
WITH YOU TO PROVIDEHE INSURANCESS STATED IN THIS POLICY.

Ttem 3:  Limits of insurance; $ aggregate lirait of insurance
E each Qualifying loss lirit of inmrance
each Qualifying loss indirect costs sublirait
of insurance
Ttem 4: each loss

Item 3:  Deductile: each Qualifying loss
Deductfslen arre sate: all Qualifying losses (including and co-payments made
by the Insured)
¥a
§ in excess of the deductible

!

. Thiz arnount iz adjustable arrmally at audit at & rate of
of unbonded subcontracts and purchase orders. (This preriurn does not include taxes and surcharges )

Countersigned this of \ . Loghonzed representatie:

T-GL-D-10055-C CWF (12087
Page 1of 1
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subguard policy form

Z)

ZURICH

Throughout this Policy the words "you" and "youwr" refer to the Insured shown in the Declarations and arsy other FHegson or
orgarization qualifiing as an Insured under this Policy. The words "we", "us", and "owr" refer to the corapary providig this

IhSurance.

In consideration of the payreent of prewdurn, in reliance upon
the staternents in  the Declarations, Application, and
Qualification procedures made a part hereof, and subject to
all terrns of this Policy, we agree with you as follows:

L Insuring agreement

& We will inderanify ywou for Qualifving loss after
application  of the deductible and  co-payment
petcentage atnounts (in accordance with Section V. of
the policy), but ondy to the extent of & Default of
performance by your Subconiractor/Supplier as
tespects ary  Subcomiract or purchase order
agreement executed during the Policy period.

B. The amount we will pay for Qualifying loss is
lirnited as descrdbed in Section VL Limdts of
insurance.

I Definitions

A, Balance of the Subconiractor/Supplier price means
the total ameount payable by wou to the
Subcontractor/Supplier under the terps of the
Subcontract or purchase order agregmééiét.and the
amount  the  Subcontractor!Supplifr would be
entitled to for additional work, Bss the amount
artually paid by you to the Subeon '

B. Defauli of performance means

Subcontractor/Supplier to fulfill the
Subcontract or purchase qrder ag;reem:nt

C. Indirect costs meaposts gpd expenses paid by yon
ol perfnnna.m:e of a

Subcontractet/Supplier’s affairs or pursuart to a
statute applicable to the Subconiractor/Supplier and

L Bankruptey or insolvency is adjudicsted gzainst
the Subconiractor/Sypplier.

. of the Declarations or
Insured by endomerment to this

taused by a Default of performance of a
Su]]t:nnt‘m:tnr.l'Supp]mr under the terrms of a
Subcontract or Purchase order agreement and

includes:

1. Cost of completing Subconiractor!Supplier’s
ohligations under the Subconiract or purchase
order agreement.

2. Cost of comecting defecttee or non-conforming
work or materials.

3. Legal and other professional expenses ncarred
by son to the extent caused by the
Subconiracior/Supplier default of
performance.

4, Costs, charges, and expenses inoarred in the
irrvestizgation, adjnstraent, and defense of

dispnates of such Qualifying loss.
5. Indirect costs.

Less the Balance of the Subconiractor!Supplier
Price.

STF-GL- 10055-© OV (120087

Copyright 1997, Steadfast Insanance Conparny Page laf 5
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G. Policy period means the period of time et forth in
itern 2. of the Declarations or any shorter period of
tirne arising as a result of terrnination or cancellation
of this Policy.

H. Qualification procedures means the written criteria
to  which wou adhere to  asswre  that  the
Subcontractor/Supplier will be shle to carry out the
terms of the Subconiract or purchase order
agreement

L Qualifying loss means:

1. The total arnount of the Losses that exceed the
arnount stated in itern 4 of the Declarations
which are incurred and paid by ywou soleky and
directly as a result of a Defanlt of performance
executed during the Policy period.

2. DNltple Defaulis of performance by a
Subcontractor/Supplier on a particular project
or on different projects attribatable to a particular
Policy period shall be considered to be a single
Qualifying loss for that Policy period.

3. For pwposes of this insurance, Losses paid bey
ywou and oy inderordfication of such Losses will

be attrihuted to the Policy period in which the #

Subcontract or purchase order agreement w
exeouted, not the year(s) in which Losses are
actually paid by o,

J.  Subcontract or purchase order agreement means
the gigned, written agreement, order form, fgroice, or
other written docurment, customarily uti#sdy you,
to evidence the agreernent betweerdiou and your
Subcontracior!Suppliers, as such gy be amended
from time to time.

K. Subcontractor/Supplier means:
L

t, trustee, lirpuidator, adwdnistrator, or
representative of

Chapter £1 of the Federal Bankmptey Code or
ary sirilar stabute in another country.

STF-GL-10055-C CW (1248
Page 2of 5
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3. Ay successor to such duly organized ghd legally
existing corporation, proprietoshiffi recenver,
trustee, liguidator, administrator, orfgimilar

representatme referred to in 1 and 2.

4, Amwy corporation and ot
controlled by, or under corarn

a Policy pre\-'muslj,r issued by s, in which
nst discloze such Default of performance

] exclude  insurance for  the
Subtgiitractor/Supplier under this renewal Policy.

Lrising from any Subcontractor/Supplier which you
provided us inaccurate information and which we
wonld not have agreed to provide insurance coverage
if such information had been accarate.

This paragraph does not apply if the imaccurate
inforrmation was based on the representation or
staternents of third parties and were true to the best of
your knonwledge, after a reasonable irvvestization.

. Lnsing from any Subconiract or purchase order

agreement that is parchased or otheraize acquired by
wou from argy other person or emtity, or sold or
otheraise transferred b o to angy other person or
entity. Howeseer, this exclusion shall not apply to any
Subcontractor/Supplier which wou are required by
the Chwmer to e at inception pursuard the contract
between the project owner and o,

. Lnsing from any dishonest or frandulent act or gy

dishonest or frandulent ormission corarndtted by o or
WOur agents.

To the extent cansed by a material breach of or
naccuracy regarding any Warrandy or covenanis
tnade herein or failure to perform or to flfill any
watranty, covenant, or agreerment made by o,

I yising from rnclear reaction or nuclear radiation or
radicactive contarnination.



G. Arsing from any consequence, whether direct or
indirect, of war, iwasion, act of foreign enemy,
hostilities (whether war be declared or not), cndl war,
rehellion, revolution, inswrection or military or
uswped powet, Hot, or oivil corenotion.

H. Arnsing ont of the rendering of or the failure to render
professional services by an Insured, including () the
preparation or approval of maps, drawings, opinions,
reports, survess, designs, or specifications and (b)
supervisory inspection or engineering services. This
paragraph  does not oapply to (1) the nommal
supervisory duties of a general contractor on a
construction project or (2) additional costs or
expenses incwrred by you in replacing a defanlting
subcontractor engaged by you to firrdsh professional
SETVICES.

I¥. Territory

This insurance only applies to claims made or brought in
the United States, ifts territories or pogsessions, Canada, or
Puerto Rico.

Deductible and insured co-payment percentage

The deductible is the amount of each Qualifying lo
which iz to be home by you with respect to each and eve
Qualifying loss to which this Policy applies. The araonnt
of the deductible is stated in itera 5. of the Declarations.

¥our co-payment percentage applies to each Qualifying
loss after application of the deductible, if apphca}:ule as

gtated in item &, of the Declarations.

Vour total Ldbdity for all deductible rd co- -payrent
arnounts for Qualifying loss to whichi this insurarice
applies shall not exceed the deductible a¥fe zate arampt
shiwm in dern 8. of the Declarations. !

Vour rights and duties in the event of a Défault of
performance apply irespaftt® of the application of the

The aggeg& Eil:mlt of insurance showr in item 3. of
the Declaratiéing iz the most we will pay for the sum
of all Qualifying losses in excess of deductibles and
paymment  amourts  from all  Defaults  of
petformance as respects all Subcomiract or

19

Chur ﬁld_ﬂt’:l]iﬁc&t]'ﬂn of your Qualifying loss shall be
caloulated as follows, subject to the provisions of this

purchase order agreements cxecuted diving the
Policy period. 4

Onee the Agevesate Lirnit of Insurance in ar[_',rfnhx:}r
period has been completely erode
firther ohlization to inderanifiyAF
losses.

C. Subject to B. ahove, the each Qualifyinglgss lirit of

insurance shown in itern 3. of the Declamtiaags iz the

Indirect costs from ar
amounts that we pay

Qu;l]lf}mgluss Ly

olipy:
1. Caleulate the amount of the Qualifying loss,

2. Subtract the deductible from the lesser of either
the Qualifying loss or the applicable each
Qualifying Loss lirnit of insurance,

3. DMultply the lesser of either the amount
deterrined in 2. abowve or the armount shown in
itern B, of the Declarations, by the co-payment

percentage.

4. Subtract the amount determined in 3. abose from
the amount determined in 2. abose.

The payment for a Qualifving loss will be made
within 30 days after we accept a satsfactory proof of

Loss.

You are mesponsible for proving a Qualifying loss
under this Policy and evidencing cormpliance with all
conditions, warrardies, and covenants.  Vou rmay
subrnit interim proofs of Loss for Losses that ocour
orver a period of tirne greater than 30 days.

If an arount would constiute a Qualifying loss
except that the arount of the Qualifving loss or the
Default of performance of Subconiractor/Supplier
hias not been finally deterrraned, we will pay o the
Eobvanced Percentage, as stated in fem T. of the
Declarations, of the Loss payraent which would have
been payable as caleulated ahonee, after we accept a

STF-GL-10055-C CW (1248
Page 3 of 5
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satisfactory proof of loss. Vou must Domediately
retrn the advance payroent to us if 1 is finally
deterrnined that the Loss iz not a Qualifying loss,

In the event ywou and we cannot agree that aclaim iz a
Qualifying loss or cannot agree on the amount of
Loss wou have mowred and paid,  athitration
proceeding will comomence in accordance with
Section IX, Paragraph M.

Wou must cooperate with w in the ireestigation
seftlerent, or defense of ary clairn or suit; and youn
st assit us, wpon request, in the enforcement of
any right against any perscn or organization which
tnay be lishle to you becanse of Loss to which this

IX Conditions
A, Inspection and andit

We shall be permitted but not obligated " inspect,
sample, and monitor g e continuous bagls your
property or operatiogl at any time.  We” shall be
perrtted to examifie or jequire to he produced
copies of any coffsiate pttads sor books, internal
docurnents and co hdence, letters, or other

documentation or rectigds, in whatever form and
wherever situsted in Yy peSsession or control
relating to or connected Wil this Polioy or to any
transgetion between & wou and a

Insurance applies.

& frer payment of the Qualifving loss, argy such funds
ot gabeage will be paid to ug and shared betaeen ywou

and us as follows: SubtniractorSupplier. At our recuest, o roust
. . . take 85 and all reasonable steps to obtain such
1. First, we will be fiully reiredboarsed for our costs of inforr in the possession of others relating to or

recovery, and the insured percentage of all sums
recovered. Then o shall recemve the remaining
percentage of such sums until the amount of our

payment of the Qualifying loss and our cost of

recovery have heen fully reirabmrsed. y &
. Wik are not perraitted to cancel this Policy, except for
2. Al further sure recovered shall be retamed‘Fg norigftoert of premiwe, won a Cl in ihe
VO =

composition of the Insured, az provided in Section
IX, Paragraph C, or wpon repeated wiolations in the
pplication of ywour Qualification procedures. In the
event of such cancellation, we st mail to you at the
address shown in this Polioy written notice stating not
lezs than 10 days thereafter such cancellation shall be
effective.  The mailing of notice shall be sufficient
proof of notice.  If the Policy is canceled, a pro-rata
retrn of prerainrn shall be made.

The effecttve date of cancellation stated in the notice
shall hecome the end of the Policy period. Delrery
ot facsirile of such written notice shallbe equmealent

to mailing.
C. Change in the composition of the Insured

You must notify w in writing if, during the Policy
period, o consolidate, merge with, or sell all or
substantially all of your assets to any other person or
entity, or if another person or entity should acguire
beneficial ownership of shares having a rmajority of
the ordinary voting power in the election of directors.
Upon receipt of such notice, we may cancel this
Folicy effecttve with the date of such change in the
cornposition or cortrol of the Insured.

D. Choice oflaw

In the event that wou and we dispmte the meaning,
Iinterpretation, or operation of any terrn, condition,
defirdtion, or provision of this Policy resuliing in
litigation, arhitration, or other form of dispute
resolution, the law of the State of MNew Vork shall

The application of arnounts recovered as described above
apply regardless of awy designation of armounts by the
Subcontractor/Supplier or any other party.

VIIL Warranty and covenanis
Yo warrant and agree:

A To  cease  awarding  cont
Subcontractor/Supplier that is
performance and for =0
Subcontractor/Supplier, = i
performance, unless g%

defanlted chlizationgthat h&\-'e not been dispted by

the Subconiractof: upplﬁ in wntmg does not

. claitns and edforcing any liens or secwrity irterest
against a Subcontractor/Supplier or its property.

tain withot recourse to ars party the amount of
theleductible and co-paymert araoants.

STF-GL-10055-C CW (1248
Page 4 of 5
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applr and all litigation, athitration, or other form of
dispnte resolution shall take place in Mew Vork.

Assignment
bggiznenent of interest under this Policy shall not
bind us urnless our consent is endorsed to this Policy.

Other insurance

This ingurance shall be excess over any other walid
bond, ingurance, or other inderanity available to son
by the SubconiractorSupplier. You rnst inforrm us
of argr bond, insurance, or other inderarndts in place at
the imception of the Policy, or as they may arise
during the Policy period.

Where this insurance is excess, we will pay onby our
share of the amount of Loss, if any, that exceeds the
total armount that all such other insurance would pay
for the Loss in the absence of this insurance.

. Action against us

Mo clairn, action or athitration proceedings arising
out of this Policy may be brought against us unless

wou hewe coraplied with all terrns of the Policy and .

such action is cornenced (a) within seven wearg
following  the last day of completion of ast
Subcontract or purchase order agreement entered
into dwring the Policy period, or (b) within six
months after our first disposition of a specific claim
which is the cause of the action or

whichever event ocors later. :

concealment

If you make argr statement, report, ofiElaim kmm?tu:u
be false or frandulent, or if you kel :
any raterial fact, this Policy shall be
all claims made and prepifgr paid herermder shall be
forfeited, and all pafmeert made by us shall be
returned with intersgf b yotampon dermand.

21

. Changes

Vou shall give written notice to us withjfl 10 days
after o are aware that any SubconiractorSupplier
toay be in Default of performance or i insobgnt.

¥ou shall grve written notice to us wh
after yom detertnine that a Loss ks
potential to develop into an armont grésfer than
stated in itern 4. of the Declarations.

Matice to any agent o by any other persord shall nat
effert a walver or gifhangein any pat of the Policy
o stop us fror aiSeging af Hzht under the terras of
this Policy, nor shalfighe terms ff this Policy be
watved or changed, ex by em’]ﬂrsement issued to
form a part of the Policy. i

Sole Azent
The, dpsured narmed in 1tem 1. of the Declarations

statetnents in the Declarations and Spplication are
wour agreemnents and representatiors, that this Policy

sis Izsued in reliance upon the trah of such

repregentations, and that this Policy ermbodies all
agreements existing between you and & or ary of
o agents relating to this irsurance.

Furthermore, you warrant and represert thet you have
no knowledze at Poliey  inception of  amy
citcurnstances that may reasonably result in a
Qualifying loss, except for that which is specifically
dizclosed i the &pplication.

Arhiiration

In the event you and we agree to resobve a dispaze by

arhitration, ary such athitration shall be in

accordance with the Commercial Arhitration BEale of
the Araerican Arbitration Association.

STF-GL-10055-C CW (1248
Page Sof 5
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ZURICH

subguard policy

Service of suit

In the event of our failure to pay ary amount to be due under this policy, at your request, we will submit to the u.m e
court of corwgpetert jarisdiction within the United States. Nothing in this condition constiates or should be u.nd&rstu:u:ud tu:u

constitute a watver of our right to coremence an action in any court of competent jurisdiction in the United States to réfgowe an
artion to a United States District Comt or to seek a transfer of a case to another court as perraitted by the laws of the United States
or any state in the Urated States. It & agreed that service of process insuch sutt may be made upopfenr General Counsel, Law
Department, Steadfast Insurance Compary, 1400 American Lane, Schawburg, Ilinois 60196-1036, or his or her representative,
and wre will ahide by the final decision of such court or of any appellate court in the event of an apféeal of iy anit indtigted against
us under this policy.
If ary statute of ansy state, territory or district of the Unted States requires service of process be made n officer of the state,
we designate the Superintendent, Cormissionet, or Divector of Insurance, or other officer specified for this purpose in the statute,

as our true and lawful attormesy whom may be served any lawful process irstitated by you or onsour behalf, or angy beneficiary,
arising out of this policy. We designate our Greneral Counsel as the person to whopn the officer iz authorized to mail such process.

In witness clause

In returm for the payment of prerium, and subject to the terms of this polmgy
This policy shall not be walid unless countersigned by our duly anthorzed re‘pres

In Witness Whereof, we have executed this policy, and, wha' required, ham had it countersigned by owr duly authorzed
repregenta e,

& tofprovide insurance as stated in this policy.

A %/ Jm,xw K ‘#Mrnié/

President Corporate Secretary
Steadfast Imurame: Company Steadfast Insurance Company

STF-GL-10056-C CW (398
Page 1of 1
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ZURICH

Subguard~ insurance policy application

I. General information

A. Name and address of applicant (include all companies to be covered):

Telephone number: Fax number:
Date founded:
State of formation:

FEIN number:

T m Y0 W

List of officers:

G. Person to contact:

H. Business: [X] corporation [_] partnership [] limited liability [ ] sole proprietor [ ] other
(specify):

I.  Brief description of operations:

STF-GL-272-A CW (4/99)
Page 1 of 6
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Subguard- insurance policy application

II. Work classification

A. Please list the type(s) of work that you typically perform:

B. Please list the type of work your firm normally subcontracts:

C. Please list the geographic areas you work in:

III. Work experience

A. Please list your annual dollar volumes for the last three years:

Year 1998 Year 1997 Year 1996

B. Has your firm or any other organization, with which the officers or partners were involved during
the past three years, ever failed to complete any work awarded? L] No L] Yes

If yes, please explain:

C. Are there any judgments, claims, arbitration’s, proceedings, or suits pending/outstanding against
your firm or its officers or principals? L] No L] Yes

If yes, please explain:

D. Has your firm filed any lawsuits or requested arbitration or mediation with regard to construction

contracts within the last three years? |:| No |:| Yes
If yes, please explain:

E. Has any subcontractor/supplier ever defaulted in the last ten years? L] No ]
Yes

If yes, please explain:
F. What is your average job size?

G. What is your largest job size?

STF-GL-272-A CW (4/99)
Page 2 of 6
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Subguard- insurance policy application

H. What is your backlog:

As of last financial statement? $
As of today? $
As of 12 months ago? $

IV. Subcontractor/Supplier mix

A. Estimated revenue for next year: $
B. Subcontracted amount (%): _ %
C. Bonded subcontracts (%): %

V. Subguard™ Limits that you are interested in

A. Aggregate limit of insurance: $
B. Each Qualifying loss limit of insurance: $
C. Each Qualifying loss indirect costs sublimit of $
insurance:
D. Non-qualifying loss limit: $
E. Deductible: $
F. Deductible aggregate: $
G. Co-payment percentage: %
H. Each Qualifying loss up to: $
I.  Advanced percentage: %

VI. Additional information
Please attach the following documents:
A. Current financial statements (audited, if available)

B. Complete list of subcontracts by subcontractor including agreement date and the subcontract
amount for the past 12 months, 36 months if possible.

C. Subcontractor prequalification and management procedures

STF-GL-272-A CW (4/99)
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Subguard- insurance policy application

VII. Number of subcontractors and volume for past 12 months by layer

Volume Layer*

Number of

Total Volume for

Lower Upper Subcontractors in Layer Subcontractors in Layer
$0- $ 20,000
$ 20,000 - $ 25,000
$ 25,000 - $ 50,000
$ 50,000 - $ 100,000
$ 100,000 - $ 150,000
$ 150,000 - $ 250,000
$ 250,000 - $ 350,000
$ 350,000 - $ 500,000
$ 500,000 - $ 750,000
$ 750,000 - $ 1,000,000
$ 1,000,000 - $ 1,250,000
$ 1,250,000 - $ 1,500,000
$ 1,500,000 - $ 2,000,000
$ 2,000,000 - $ 2,500,000
$ 2,500,000 - $ 3,000,000
$ 3,000,000 - $ 4,000,000
$ 4,000,000 - $ 5,000,000
$ 5,000,000 - $ 7,500,000
$ 7,500,000 - $ 10,000,000
$ 10,000,000 - $ 20,000,000
$ 20,000,000 - $ 30,000,000
$ 30,000,000 - $ 40,000,000
$ 40,000,000 - $ 50,000,000
$ 50,000,000 - $ 60,000,000
$ 60,000,000 - $ 70,000,000
$ 70,000,000 - $ 80,000,000
$ 80,000,000 - $ 90,000,000
$ 90,000,000 - $ 100,000,000

*The term “Volume”(per entity) refers to the total value of ALL subcontracts for any entity over the last 12

months.

VIII. Top 10 Subcontractors — List your 10 largest subcontractors (by volume)

Subcontractor Name

e L o
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Subguard~ insurance policy application

IX. Subcontractor volume data supplement —electronic media

If available, please submit individual subcontractor or subcontract volume information for past 12

months in electronic form.

Acceptable electronic file formats include: Excel, Lotus 1-2-3, ASCII, Access, dBase or other

database file types.

Please submit this information in a simple format, eliminating all unnecessary or duplicate labels and

headings.
Please refer to Section X for an example of data format.

X. Example of volume data formatting

Below is an example of subcontractor volume information for this application given the following

subcontract information for ABC General Contractor, Inc.
A. Subcontract data for the past 12 months

Subcontractor Code Subcontractor Name

100 Paul’s Plumbing
218 Ed’s Electrical

195 Cal’s Carpentry
321 Sam’s Steel

487 Molly’s Millwright
100 Paul’s Plumbing
100 Paul’s Plumbing
100 Paul’s Plumbing
218 Ed’s Electrical

321 Sam’s Steel

321 Sam’s Steel

487 Molly’s Millwright

B. Total volume by subcontractor

Subcontract Value

$25,128
$156,948
$3,581
$214,963
$1,432
$17,650
$8,657
$5,814
$75,981
$156,847
$10,838
$6,597
$684,436

Total subcontractor volume can be determined by adding all individual subcontracts (above) for

each subcontractor.

Subcontractor Code Subcontractor Name

100 Paul’s Plumbing
195 Cal’s Carpentry
218 Ed’s Electrical

321 Sam’s Steel

487 Molly’s Millwright

C. Data format for electronic files

Either format a. or b. is appropriate.

Subcontract Value

$25,128
$3,581
$57,249
$382,648
$8,029
$684,436

a. Sequential list of either subcontract values with respective subcontractor name and

subcontractor/ID;

or

b. Sequential list of subcontractor volume with respective subcontractor name and identifying

code.
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D. Data format for application (Section VII. above)

Volume Layer*

Number of

Total Volume for

Lower Upper Subcontractors in Layer Subcontractors in Layer

$0 - $20,000 2 $11,610
$20,000 - $25,000 0 $0
$25,000 - $50,000 0 $0
$50,000 - $100,000 1 $57,249
$100,000 - $150,000 0 $0
$150,000 - $250,000 1 $232,929
$250,000 - $350,000 0 $0
$350,000 - $500,000 1 $382,648
$500,000 - $750,000 0 $0

*Example: For the $0 - $20,000 subcontractor volume layer, the $11,610 in total volume includes

$3,581 for Cal’s Carpentry and $8,029 for Molly’s Millwright.

Todd Rowland
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