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Construction Insurance - Are YOU Properly Covered ?

There are several types of insurance that all Lenders should mini-
mally require and review when undertaking a construction loan.
These can broadly be placed into two general categories: 1.) Casu-
alty Insurance, and 2.) Property Insurance.

}) Casualty Insurance protects the insured from a loss caused by neg-
. J'I ligence of the insured; liability coverage is one of the major compo-

nents of this type of insurance. Property Insurance is for the pro-
tection of property owned by the insured against financial loss resulting from damage or
destruction from perils such as fire, wind, hail, etc.  Some form of both types are necessary
to be in place during construction AND they should properly reflect the lender’s interests.
Coverage’s should be in effect from the point in time at which construction commences.
Generally, loan agreements require evidence be provided that premiums have been paid and
coverage is in cffect.

Casualty
The General Contractor (GC) should provide evidence of Commercial General Liubility

(CGL) coverage (previously known as Comprehensive General Liability). This insurance
should provide for premises & operations, independent contractors, blanket contractual li-
ability, personal injury liability, broad form property damage, incidental malpractice, host
liquor liability, explosion, collapse, and underground property damage hazards, and it should
extend for 2 yrs. after completion of the work (completed operations); it is meant to pay, on
behalf of the insured, the actual damages that the insured becomes legally obligated Lo pay.
It should be maintained in effect at all times during the term of work under the contract.
Coverage amounts are driven indirectly by the dollar amount of the project. This insurance
adds a layer of protection for acts of negligence occurring on the construction site which re-
sult in bodily injury, personal injury, or property damage. An umbrella policy is a catastro-
phic liability policy that provides high limits of coverage, typically with broader coverage,
for insureds who are subject to liability claims of excess proportions. These are typically
written with a $1MM minimum, but may have limits of $10MM to $20MM or more. The
lender should be named as an “Additional Insured” and listed as a certificatc holder with a
30 day cancellation notice.

Because of the “Auto Exclusion” in all CGL policies, the GC should also be required to
maintain Commercial Auto/Business Anto coverage, This is similar to personal auto insur-
ance except the coverage includes owned, hired, and non-owned vehicles; it also covers any-
one else while using the insured’s scheduled vehicles with permission . This policy covers
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Hard-Hat
Untversity

“POP QUIZ #6”

Match the terms with the
definitions:

1. Gesso

2. Gimlet

3. Gimbal

4, Gudgeon

5. Guinea

6. Gusset

A. A wood stake with a blue
top used to mark grade.

B. A small wood-boring au-
ger with a T-shaped handle.
C. A plaster surface that has
been coated with glue or
other material which pre-
pares it to accept paint.

D. a plate of wood or metal
used to fasten two structural
members together and trans-

fer the load between them.
See Quiz - Page 2
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