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RED FLAGS

““Each contractor for its workEach contractor for its work””

““As their interest may appearAs their interest may appear””

““Any architect or engineer for any Any architect or engineer for any 
loss or damage arising out of the loss or damage arising out of the 
performance of professional performance of professional 
servicesservices””

What property is covered?What property is covered?

The project

• Property stored on-site or 
off-site

• Property in transit

Costner
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What property is excluded?What property is excluded?What property is excluded?

Builder’s Risk Policies usually have SHORT 
lists of excluded property

• Property located offshore
• Underground mines
• Property designated for dismantling
• Live animals
• Property in ocean marine transit
• Contractor’s equipment

Costner
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Commercial Property Insurance policies may 
have very LONG lists of excluded properties

• Paved surfaces
• Fences
• Signs
• Site lighting
• Temporary structures
• Maps, plans, blueprints, 

drawings
• Existing buildings and 

structures
• Property in the yard

Commercial Property Insurance policies may 
have very LONG lists of excluded properties

(cont.)
• Bridges, tunnels, shafts
• Antenna
• Boilers, pressure vessels
• Foundations, footings, pipes, 

wiring
• Fine arts, precious metals
• Property of others
• Property lent to others
• EDP equipment and media

Costner
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What perils are covered?What perils are covered?

All of the project 
documents require “all 

risk” insurance

The “all risk” policy cannot exclude or limit 
coverage for . . .

• Fire
• Vandalism & malicious mischief and riot
• Explosion
• Water damage
• Testing
• Mechanical or electrical breakdown
• Collapse

Costner
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RED FLAGS

All risks . . . .any external causeAll risks . . . .any external cause

““Concurrent causationConcurrent causation””

Employee dishonestyEmployee dishonesty

RED FLAGS

Flood exclusionsFlood exclusions

Exclusions for Boiler Explosion, Exclusions for Boiler Explosion, 
Machinery Breakdown, Electrical Machinery Breakdown, Electrical 
InjuryInjury

Collapse exclusions or restrictionsCollapse exclusions or restrictions

Costner
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Common Builder’s Risk Peril Exclusions 

• War

• Nuclear hazard

• Fraud by the insured

• Employee theft

• Mysterious disappearance; inventory 
shortage

Common Builder’s Risk Peril Exclusions  
(cont)

• The cost of making good
• Defective design
• Defective specifications
• Faulty materials
• Faulty workmanship
• (Except resulting)

• Wear, tear, corrosion, erosion, inherent vice, 
latent defect (except resulting)

• Settling, shrinkage or expansion of 
foundations, walls, floors, ceilings (except 
resulting)

Costner
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Common Builder’s Risk Peril Exclusions  
(cont)

• Indirect or remote loss

• Delay or loss of market (except time 
element/soft costs losses covered by the 
policy)

• Equipment Warranty Claims

RED FLAGS

TerrorismTerrorism

Broad nuclear definition excludes any Broad nuclear definition excludes any 
radioactive contaminationradioactive contamination

““Employee dishonestyEmployee dishonesty”” excludes arson, excludes arson, 
vandalism, sabotagevandalism, sabotage

The The ““defectdefect”” exclusion may not contain exclusion may not contain 
exceptions for resulting damagesexceptions for resulting damages

Costner
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RED FLAGS

The wear and tear exclusion may not be The wear and tear exclusion may not be 
restricted to restricted to ““normal and naturalnormal and natural”” wear wear 
and tearand tear

Settling may not be restricted to Settling may not be restricted to 
foundations, walls, floors, ceilingsfoundations, walls, floors, ceilings

Settling exclusion may not be restricted Settling exclusion may not be restricted 
to normal settlingto normal settling

What damages are covered?What damages are covered?

Property Damage

Debris removal

Operation of building laws 
or ordinances

Costner
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The project documents do not require coverage on:

• Time element losses

• Soft costs

• Liquidated damages

What damages are not covered?What damages are not covered?
Pollution not caused by a covered peril

Contamination not caused by a covered 
peril

Contract damages

Liquidated damages

Loss of use

Soft costs

Costner
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What damages are not covered?
(cont)

What damages are not covered?
(cont)

• Claims preparation expenses
• Utility service interruption
• Expediting expenses
• Increased tax liability
• Extortion demands
• Consequential loss
• Defense expenses

How much insurance is required?How much insurance is required?

• Actual insurable replacement value
• Full replacement cost

Costner
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RED FLAGS

““Actual cash valueActual cash value”” in any formin any form

SublimitsSublimits

Policy year aggregatesPolicy year aggregates

How long does the policy cover?How long does the policy cover?

Until the interest of the 
insured ceases

Costner
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RED FLAGS

Upon occupancy, including partial Upon occupancy, including partial 
occupancyoccupancy

When the project is abandonedWhen the project is abandoned

““XX”” days following the commencement of days following the commencement of 
testingtesting

RED FLAGS

On the expiration date of the policyOn the expiration date of the policy

The property is accepted by the The property is accepted by the 
purchaserpurchaser

90 days after construction is complete90 days after construction is complete

Costner
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Coverage design issues not addressed by any of 
the project document:

• Time element insurance

• Soft costs coverages

• Force majure

• Guaranteed performance

• Decennial coverage

• Expediting expense coverage

• Claims preparation expense coverage

The Solution

• Read the project documents

• Spreadsheet the insurance 

“requirements”

• Obtain proposals from underwriters 

including complete sample policies

• Identify all gaps between the 

“Requirement” and the “Coverages”

Costner
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The Solution (cont)

• Negotiate away as many gaps as 

possible

• Notify all Insureds of all remaining gaps

• Issue supplements to all project 

documents formally accepting the 

selected Builder’s Risk policy

• Do not get in a hurry!

Costner
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BUILDERS RISK INSURANCE

Checklist

NAME OF OWNER/PRINCIPAL:

NAME OF GENERAL CONTRACTOR:

PROJECT NAME:

PROJECT LOCATION:

ATTACH COPIES OF ALL CONTRACT DOCUMENTS INCLUDING LOAN AGREEMENTS

Whose Interest Is to be Covered? Yes No

Owners/Principals

General Contractors

Sub Contractors

Architects

Designers

Engineers

Lenders

What is the limit of liability to be covered?

List all sublimits and policy year aggregates that are to apply.

What are the deductible amounts?

What is the policy period?

What is the period of the construction contract?

List all locations to be covered by the Builder’s Risk Policy:

Costner
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What property is to be covered? Yes No

Antenna

Boilers and Pressure Vessels

Bridges

Building Materials and Supplies

Building Materials and Supplies Owned by the General Contractor and 
the Owners

Building Materials and Supplies Owned by the Subcontractors

Bulkheads, Docks, Piers and Wharves

Contractors’ and Subcontractors’ Tools, Equipment and Vehicles

Electronic Data Processing Equipment

Electronic Data Processing Media

Excavations, Grading, Backfilling or Filling

False Work

Fences

Fine Arts

Fixtures, Machinery, and Equipment 

Footings

Foundations

Glass

Land

Landscaping

Motor Vehicles and Motorized Equipment

Patios

Paved Surfaces

Costner
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What property is to be covered? (cont.) Yes No

Paved Surfaces and Roadways

Plans and Blueprints

Precious Metals

Pre-existing Structures at the Job Site

Property in Blue Water Transit

Property in Storage at a Site Away from the Project

Property in the Open at the Site

Property in Transit

Property Lent To Others

Retaining Walls

Scaffolding, Cribbing and Forms

Signs

Site Lighting

Temporary Structures on the Construction Site

Underground Pipes and Wiring

Valuable papers

Water

Costner
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What Perils Are To Be Excluded? Excluded Not Excluded

Excluded but 
Resulting 

Damages are 
Covered

Acts, Errors, Omissions

Asbestos

Boiler Explosion

Breakage of Glass

Bulging or Bursting

Collapse

Computer Virus or Hacker Attack

Contamination

Dampness or Dryness

Defective Design

Defective Work or Materials

Delay Loss or Market Loss of Contract

Destruction of Property by Order of Public 
Authority

Dishonesty or Fraud By Any Insured

Earth Movement

Earthquake

Electrical Injury

Electronic Date Recognition

Employee Dishonesty or Fraud

Employee Negligence

Enforcement of Any Law Or Ordinance

Costner
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What Perils Are To Be Excluded? (cont.) Excluded Not Excluded

Excluded but 
Resulting 

Damages are 
Covered

Extreme Temperature or Humidity

Explosion

Flood, Surface Water or Sewer Backup

Frost or Freezing

Guarantee or Warranty

Inherent Vice

Interruption of Utility Services

Latent Defect

Machinery Breakdown or Derangement

Marring or Scratching

Mold, Fungi

Mysterious Disappearance

Neglect of the Insured to Save and Preserve 
the Property at the Time of or After a Loss

Nuclear Reaction, Radiation or Nuclear 
Contamination

Operation of Building Laws or Codes

Penalties or Fines

Pollution

Rain, Snow, Sleet, Ice, Sand or Dust

Seizure by Public Authority

Settling, Shrinkage, or Expansion

Smog, Smoke, Fumes, Vapors

Subsidence

Costner
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What Perils Are To Be Excluded? (cont.) Excluded Not Excluded

Excluded but 
Resulting 

Damages are 
Covered

Terrorism, Certified Coverage (US Only)

Terrorism, Full Coverage

Terrorism, Non-Certified Coverage (US Only)

Testing

Theft

Utility Service Interruption

Volcanic Action

War

Wear, Tear, Normal Making Good, Corrosion, 
Erosion

Weight of Snow or Ice

Windstorm

Costner
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Does the policy cover indirect damage or soft costs? Yes No

Accounting Fees

Additional Commission Expenses

Additional Cost of Construction Labor and Materials

Additional Costs of Advertising and Promotion

Additional Design Costs

Additional Expenses to Expedite Repairs, Reopening

Additional Interest on Loans to Finance Construction or Repair

Additional Leasing Expenses Resulting from Opening Delay

Additional Realty Taxes and Other Assessments

Appraisal Expenses

Architects’, Engineers’ and Consultants’ Fees

Advanced Loss of Profits

Bond Interest

Business Interruption

Claims Preparation Fees

Closing Costs

Construction Loan Fees for Rearranging Financing

Contingencies

Debt Service Interest and Principal

Debt Service Interest Only

Delayed Opening because of Damage to Property In Transit

Expediting Expenses

Costner
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Does the policy cover indirect damage or soft costs? (cont.) Yes No

Expenses Incurred for the Sole Purpose of Reducing or Avoiding an 
Increase in the Cost of Repairs and Reopening

Fees for Licenses and Permits

Founders Fees and Refunds

General Overhead of Developer

Increased Mortgage Financing Expense

Insurance Premiums for Builders Risk, WC and GL, Etc.

Interdependencies

Lag Time, Loss of Lease or Contract
Legal and Professional Fees, Not Related to Claims 
Preparation

Letters of Credit

Loan Commitment Fees

 Loss of License or Permit

Loss of Rental Income, Including Escape Clauses in Leases

Loss of Tax Credit Under IRS Section 48(b)
Loss Resulting from Denial of Access to the Project because of 
Damage to Other Property in the Same Vicinity
Normal Operating Expenses that Continue Even When the 
Project is Not Operating
Operation of Building Laws, Demolition, Increased Cost of 
Construction
Overtime Paid to Architects, Engineers and Consultants to 
Expedite Their Work

Plans and Records

Refinancing Charges

Rental Income or Value

Rental or Lease Expense of Construction Equipment

Sue and Labor Charges

Wheeling Charges to an Electric Utility

Costner
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When Does Builders Risk Coverage Terminate? Yes No

When the Policy Expires or is Cancelled

When the Property Insured is Abandoned

When any Building Described in the Declarations is Occupied in 
Whole or in Part

When any Building Described in the Declarations is Put to its Intended 
Use

When the Property is Formally Accepted by the Owner as Complete in 
Accordance with Contract Conditions

Occupancy (Practical and Substantial Use)

30 Days After Commencement of Testing

Expiration of the Operational Testing Period

90 Days Following Substantial Completion of the Project

This Insurance Covers While at the Risk of the Insured, During Transit, 
While Awaiting and During Construction and After Construction

Until the Interest of the Insured Ceases

Until the Expiration Date of This Policy

Does the builder’s risk policy prohibit or restrict  waivers of rights of recovery 
(subrogation) against:

Any Named Insured

The General Contractor

Architects

Engineers

Building Trade Contractors

Subcontractors and Sub-subcontractors

Any Other (Specify)

Costner
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Other Conditions and Clauses: Yes No

90 Day Notice of Cancellation

Agreed Amount

Coinsurance

Commencement of Lawsuit

Debris Removal

Defense Costs

Errors or Omissions

Fire Department Service Charges

Joint Loss Agreement

Law or Ordinance

Pair or Set

Permission to Occupy

Pollutant Clean-Up

Preservation of Property

Reduction in Value of Components

Timely Claims Payment Requirement

Damages Covered: Yes No

Expenses to Protect Insured Property from Imminent Danger

Expenses for Temporary Repairs

Expenses Necessarily Incurred to Protect Undamaged Property

Expenses to Repair or Replace Damaged Property

Expenses to Expedite Repairs and Resumption of Normal Operations

Expenses Incurred to Reduce the Gross Amount of Loss

Costner
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Expenses for Professional Services Purchased to Prepare a Proof of 
Loss

Valuation Clauses: Yes No

Actual Cash Value

Payment not to exceed the amount declared on the statement of 
values

Replacement Costs

Replacement with like kind and quality

Costner




