FEBRUARY 2021

NWC ALLIANCE
NEWSLETTER
Standing together

llia

A
WC

N

om

.c
nce

NationWide Contractors Alliance Checklist
How to get favorable liability terms for
builders, subcontractors, and trades

Know the Insured - Successful producers start with a thorough
understanding of the prospective insured.
Ask the insured “what are all the ways you get paid”?
Sometimes the insured will tell you they are a home builder, because that
is how they see themselves. However, if they occasionally do a small
commercial remodel as a favor for someone, they may have gaps in
coverage if their coverage isn’t set up properly.

Complete a thorough Supplemental
There are many good supplementals available and most carriers will
accept another carrier’s supplementals.
Be sure to fill them out completely, including historical exposures underwriters use this information.
Use a specialized supplemental if necessary. Underwriters need special
info for risks like roofing, swimming pool contractors, plumbers, etc.
CONTACT US or call 360-464-2531 if you need a supplemental

Understand what your insured builds
Condos or Townhomes?
Maximum number of units in a project?
Maximum number of units on a slab?
Maximum number of stories?
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Single Family Homes?
How big is the largest development or tract they will build in?
What is the maximum number of homes they will build in any one
development or tract
How many homes will they build during the coming year?
What is the average value of any one home?
What is the largest value of any one home?
Ask the insured about their hiring practices
Get a copy of their safety program
Understand their customer services processes and the warranty they use
Obtain a copy of the subcontract they use
Find out what type of QA/QC they currently use
Get CV copies of loss runs
Get a thorough description on any claims: what happened and what
steps has the insured taken to mitigate future claims?
CONTACT US or call 360-464-2531 to learn how to get loss runs
without disturbing the current agent
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Know the Forms - look for exclusions or limitations such as:
Tract
Every carrier defines tract differently. Some are very clear and
others are less so. Make sure you understand the tract form that
the carrier is using so you can determine if it is suitable for your
insured.
Multi family new construction
How does the form treat condos, townhomes, or apartments?
What about single family condos with zero lot line?
Action Over
Example: You are a subcontractor. You send your crew to work at a
job site, and one is injured. You have workers comp to protect you.
But what happens if that employee now sues the prime contractor
and project owner for their injuries?
Workers’ compensation may prevent your employee from suing
you. However, it does not bar injured employees from suing
third parties, and it is possible for those lawsuits to circle back
from a third party to the employer. These lawsuits are often
referred to as “third-party action-over” claims.
If your GL excludes all coverage for claims involving employees’
work-related injuries, you could end up facing a third-party
action-over claim without insurance if you assumed liability by
contract.
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Exclusion for subcontracted work

Some policies have a CG2294 or similar form which effectively excludes
subcontracted work.
This may not be a problem if the insured uses 100% payroll, but could be
very problematic if they use any subs.

Earth Movement/Subsidence

Some carriers have a total exclusion, some have a limited exclusion and
others have no exclusion.
Of course, no exclusion is best, but some insureds may be comfortable
with a limited exclusion or even a full exclusion (for example, a painting
contractor isn’t typically as concerned with subsidence as a remodeling
contractor who does additions is).

Subcontractor Warranty

Various forms address the subcontractors requirements differently.
Some exclude coverage altogether if requirements are not met.
Some will have a higher deductible or audit rate if requirements are not
met.
Others have no penalty if subcontractor requirements aren’t met.

Moisture/Water Sublimits

Does the policy exclude or limit coverage for water damage?
What about dry-rot, wet-rot or mold?
Do you have ways to mitigate those limitations?

Limitation to Business Description or Limitation to Operations

Most carriers have some sort of limitation in this regard, which is
understandable. They want to make sure they know what they are insuring.
The important thing is to be sure that any limitation is consistent with what
the insured actually does.
For example, if a carrier has a limitation to business description and your risk
is described as a Residential Contractor, that description could reasonably
take into consideration both residential new construction as well as
remodeling.
If on the other hand your risk is described as a Residential Home Builder,
then it could be argued that coverage for residential new construction is
contemplated but coverage for residential remodeling is not.
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Are you seeing why it is so important to know both your
insured as well as the forms?
Per Claim Deductible versus Per Occurrence
On an occurrence basis, the event that caused the loss is the
"occurrence," therefore, one deductible applies.
On a per claim basis, one event may involve multiple claimants;
therefore, a separate deductible applies to each party to the claim.
An example:
Let’s say XYZ Home Builder has a GL policy with a $5,000 deductible.
XYZ Home Builder is installing the plumbing system in a condo building
with 12 units. XYZ neglects to properly seal the upstairs master
bathroom shower drain in each of the units. Six months after completing
the job, each of the showers begin to leak water into the first floor ceiling
below causing about $10,000 of damage each. All 12 condo unit owners
file a claim on their condo owners policies for the water damage and
after paying for the damage, each of the 12 insurance companies files a
subrogation claim against XYZ Home Builder.
If XYZ has a Per Occurrence deductible: XYZ ’s insurance company will
pay $120,000 for the damage minus $5,000, which XYZ will have to pay.
If XYZ has a Per Claim deductible: XYZ ’s insurance company will pay
$120,000 for the damage minus $60,000, which XYZ will have to pay.
What?!?!? $60,000?!?!? Where does this come from? There were 12
different claims from 12 different insurance companies for that one
occurrence. Since XYZ’s deductible is Per Claim, XYZ has to pay $5,000
per claim.
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Manifest Occurrence Language

This language could limit coverage to a single policy year when other
forms might make coverage available from multiple policy years.
Different forms may define manifest differently. Regardless of how they
define it though, the manifest occurrence form in force when the
occurrence first manifests would be the only policy obligated to pay for
the occurrence.

Burdensome Audit Practices

The forms should spell out clearly how audits are handled, though not all
forms do.
Some carriers have a simple audit that is just based on sales.
Other carriers have more complex forms and require the insured to provide
other documentation, some of which may include documentation of
insurance for all subcontractors.
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Every risk is different, so a review of the forms each time is always
important - particularly since some carriers change forms at
renewal. If we can ever help with a review, please CONTACT US or
call 360-464-2531 to see how we might help.

