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INSURANCE TRENDS FOR CONTRACTORS

1. The insurance market continues to constrict.  There are fewer carriers, less coverage, higher deductibles, and higher prices.


2. The number of construction defect suits continues to explode.  Insurance for the construction of apartments, single-family homes, condos, and townhomes is very hard to get.  Class action suits and suits from homeowner associations and tenants are part of the reason.  These claims are also moving into commercial and industrial projects.


3. The policy limits of builders and subs are being exhausted as a result of long-term, aggressive construction defect litigation.  Roofers, sheet metal, plumbers, HVAC, and framers are prime targets.  If any of the targeted subs are no longer in business, the remaining subs and/or general contractors have to carry the load.

Additional insured endorsements can also effect the depletion of policy limits.


4. Due to the above, the excess and umbrella limits will play a larger role in claims settlement.  Umbrellas are getting tougher to secure and are more expensive.


5. Hopefully, legislative relief for construction defect suits will be forthcoming.  Join and work in a construction-related association.


6. The builder must fight back.  Work hard to avoid litigation – better contracts; better documentation; “air tight” job records of construction; inspections; pictures; code compliance; warranty reactions; subcontractor selection and insurance management – be proactive against attorneys “mining” your projects.  Your superintendents must fully understand prevention of construction defects.


7. Acceleration of toxic mold claims will continue, and indications are that the claims will move into commercial and industrial construction.  High profile cases/suits are in the news nearly every day.  Policies are being endorsed for mold exclusions = no coverage.  You will need to develop an extensive program to avoid and/or minimize your exposure to mold problems and react quickly to any claim.  Your superintendents must fully understand the prevention of construction defects that create mold.  (Stop the water – stop the mold.)  In mold claims, time is your enemy.  These claims must be addressed immediately, but do not lose the evidence.  Document…document…document.

What else do we do?  Awareness of the problem is part of the solution.  We have many articles for your use.  Planning ahead and working together is another major part.  In this market, all insurance matters take more time; and in many cases, simply can’t be solved.  We need to work together before contracts are bid or accepted.  We may not be able to meet all requirements, and what we can do may be expensive.  Everyone needs to know up front to avoid a breach of contract situation.  Hopefully, sanity will return soon.

Understanding Risk Through Education.
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