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Determining coverage under a builders risk policy can be a challenge. Because these policies are
not standardized, you must read them carefully to understand the scope of coverage. Further, pol-
icy terms and provisions are interpreted differently in different jurisdictions based upon state law.
This workshop discusses key components of builders risk policies and provides attendees with a

comprehensive approach to preparing claims and analyzing coverage.

> Examines policy provisions that most commonly lead to coverage disputes.
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> Identifies potential coverage gaps as determined by the law in the applicable venue.

> [llustrates key concepts in preparing claims, using real-life scenarios.
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BLAME GAME
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EXCLUDED CAUSE OF LOSS
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OTHER EXCLUSIONS

+ Delay, loss of use, and loss of market

v'Consequential losses pertaining to business
income

v'Do the additional time to finish the project
and related increases constitute excluded
delay costs?
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OTHER EXCLUSIONS

* Rain, snow, ice or sleet, unless within a fully
enclosed structure.
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OTHER EXCLUSIONS

* Mold exclusion
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CONDITIONS AND LIMITATIONS
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INTEGRATION OF BUSINESS
CONTINUITY, CRISIS MANAGEMENT
AND CLAIM MANAGEMENT
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PRE-LOSS PREPARATION

+ Project governance and risk management affect
claim management and recovery
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PRE-LOSS PREPARATION

The Contract
» The contract stipulates performance on the project
and is therefore essential in managing performance

» In a claim situation, the contract will be considered
vs. the policy

r Fair

r Addresses the requirements of Owner and
Contractor(s)
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PRE-LOSS PREPARATION

Documents
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r» Documentation Management
vs. Actual Processes

» The Document Management
System
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PRE-LOSS PREPARATION

v'Pre-Construction
v'During Construction

+ The Project Schedule
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PRE-LOSS PREPARATION

Insured
VS.
Uninsured
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PRE-LOSS PREPARATION

Risk Exposures Considered/Cost Impacts

» Agreed Services Not Provided
v/ Ex.) Submittals, Shop drawings, Test Reports,
Commissioning, CPM Programmes, EACs/ETCs

r Agreed Quality of Materials Not Used
v Ex.) Concrete, Steel

» Quantities Not Installed Per the Contract
v Ex.) Steel Rebar - Installed to Specs?

r Contract/Subcontract Work Performed by Other
Party
v/ Ex.) Landscaping, Painting
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UNDERSTANDING WHAT IS COVERED
AND WHO IS COVERED

» "Although I don't have an issue with the OH&P,
applying it to all claim components (PD repair and
soft cost) is erroneous.”

» “You categorized this item as ‘Extra Expense to
Minimize Suspension’; the policy does provide a limit
of $1,000,000.00 for Extra Expense. However, I
believe this expense was simply to reimburse [ABC
Sub] for their lost formwork. There is no coverage for
scaffolding or formwork, as it was not elected per

policy declarations.”
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AT A TIME OF LOSS

rDuties in the Event of a Loss
r Engage the Loss Measurement Team

r How to Quantify Damages - Key
Elements
v'Building
v'Business Personal Property
v'Inventory
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AT A TIME OF LOSS

rKey Issues
v'Property Damage
v'Business Interruption
v Extra Expense
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POST-LOSS DOCUMENTATION —
PROOF OF LOSS

»Claim for costs incurred as a direct
result of a covered event. Claim
preparation may require analysis to
remove added costs resulting from
the owner or contractors
performance, not precipitated by the
loss event.
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POST- LOSS DOCUMENTATION —
PROOF OF LOSS

Summary of Loss
ABC Co., Inc.
Date of Loss: September 13, 2008

Reference

—Schedule __As Claimed |

Damages to Covered Property

Extended General Conditions Sch 2 $ 100,000
Repair of Property Sch 3 150,000
Replacement of Damaged Reinforcing Steel 30,000
Replacement of Washed Out Crane Pad Sch 4 5,000
Debris Removal & Fence Replacement Sch 4 15,000
Dumpsters for Debris Removal 10,000
Additional Soft Cost Expenses Sch 5 _100,000]
Subtotal - Damages to Covered Property —410,000]
Extra Expenses to Minimize Suspension
Formw ork Replacement —_50.,000]
Subtotal - Extra Expenses — 50,000
_Total Claim Amount Before Overhead & Fees 460,000
30
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POST-LOSS DOCUMENTATION —

PROOF OF LOSS

Summary of Loss
ABC Co., Inc.
Date of Loss: September 13, 2008

Overhead & Fees

Overhead at 10% 46,000

Fees at 10% of Claim+ OH 50,600

Subtotal - Overhead & Fees 96,600

Builders' Risk Claim Total $ 556,600

Less: Previously Verified Deductible 100,000

CollectibleLoss $ 456,600
31

CASE STUDY
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Source: National
Library of Canada
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CASE STUDY
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CASE STUDY
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TAKE AWAY TIPS

» Use a team approach

» Identify your claim team

» Understand everyone’s role

» Don’t be penny-wise and pound-foolish

r» Don’t play the Blame Game
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TAKE AWAY TIPS

» Educate your project teams
» Keep accurate and complete records

» Consider impact to future operations
and sales, not just construction

» Review and understand policy pre-loss
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Questions?

Tracy Alan Saxe, Esq. Colin Daigle
Saxe Doernberger & Vita, P.C. Marsh - FACS Construction Consulting
Partner Managing Director
1952 Whitney Avenue 1255 2314 St, NW, Suite 400
Hamden, CT 06517 Washington, DC 20037
Office: 203 287 8890 Office: 202 263 7892
Fax: 203 287 8847 Fax: 202 263 7700
tas@sdvlaw.com Colin.A.Daigle@Marsh.com
37

23

s
)
=
=
(0]
=3
)
o
2
(<))




Notes

This file is set up for duplexed printing. Therefore, there are pages that are intentionally left blank. If you
print this file, we suggest that you set your printer to duplex.





