
Welcome to the NationWide Contractors' Alliance 
monthly newsletter.  Our aim is to produce a 
periodic newsletter that you will want to share with 
your construction clients and fellow insurance 
agents.  Once a month we will feature an 
educational article relevant to risk management 
and the construction industry.  One article, simple 
and quick.  We know you and your clients are busy.   
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What's in a Good Subcontract 
and Why?    
If it were only a matter of trusting the people you 
do business with, a handshake deal might work just 
fine.  However, when it comes to insurance, a 
handshake deal is not enough. Subcontracts are 
often required to trigger both coverage and defense.  
They are also needed because they will spell out the 
required insurance specifications and supporting 
documents, which is way more than just a 
Certificate of Insurance. 

Why is a subcontract required 
to trigger coverage? 

Because, without a written agreement, the 
interested party is not insured.  This problem is in 
every conventional CG 00 01 policy due to 
Exclusion B, “Contractual Liability.”  If a builder or 
remodeler only gets a Certificate of Insurance (with 
or without an Additional Insured endorsement), 
Exclusion B will still apply.  

What are some good and 
reasonable provisions for 
insurance requirements in a 
subcontract? 
Let's presume a subcontract is in place which has 
appropriate defense, hold harmless, and indemnity 
language (and was reviewed by a qualified 
attorney). Of course. it is important to realize the 
insurance requirements may depend on the 
complexity of the work and the litigation 
environment surrounding it.  However, the basics 
are simple and include:  

* Ongoing Operations Additional Insured (AI 

* $1M General Liability Limits 

* Workers Compensation Insurance with Waiver of 
Subrogation 

* Auto Liability Insurance 

* Primary and Non-Contributory Language 

* Waiver of Subrogation/ Transfer of Rights 
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More complex work may and should require 
verification that the type of project isn't excluded. 
You may also need to  require policy inspection for 
subsidence or subcontracted work exclusions. More 
advanced requirements for things like condo, high 
end custom, townhome and tract work may include, 
but not be limited to: 

* Higher Liability Limits 

* A Rated Carrier 

* Per Project Aggregate     

* Completed Operations AI 

* $1M+ Auto Liability with Waiver of Subrogation   

* Pollution Coverage 

* Professional Coverage as applicable 

* Notice of Cancellation on all
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NWCA/WISE ARE JUST NOW IN YOUR 
REGION!

New, unique programs for builders 
and trades. Become an NWCA 
agent member. Best pricing with 
best practices best 
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What else do I need to know? 

In addition to listing the insurance requirements, the subcontract should also specifically 
require copies of the endorsements, and not just a certificate.

Of course, enforcing more advanced requirements will need to make economic sense. The 
subcontractors will likely ask for allowances for increased insurance costs and general 
contractors may need to  subcontractors in certain areas.

At the end of the day, without the right 
paperwork, the builder or remodeler and 
their insurer gets to pay for the claims 
caused by the subcontractor. With the 
insurance market hardening, this can be 
more than a nuisance if a builder has a less 
than perfect loss history. Subcontractors 
also need to look at better coverage as the 
market changes. Builders won't take the hit 
forever.
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