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Certificate in Construction Insurance

Construction Insurance Fundamentals

Construction Insurance Fundamentals covers a wide range of key terms and vocabulary that are essential for
understanding the insurance aspects of construction projects. Let's delve into some of these important
terms:

1. **Construction Insurance:** Construction insurance is a type of insurance that provides coverage for risks
associated with construction projects. It typically includes coverage for property damage, liability, and other
risks specific to the construction industry.

2. **Builders Risk Insurance:** Builders risk insurance, also known as course of construction insurance, is a
type of property insurance that covers buildings and structures during the construction phase. This type of
insurance typically covers damage caused by fire, theft, vandalism, and certain natural disasters.

3. **Contractors All Risk Insurance:** Contractors all risk insurance is a comprehensive insurance policy that
provides coverage for both the contractor and the employer against risks associated with construction
projects. This type of insurance typically covers property damage, third-party liability, and other risks that
may arise during the construction process.

4. **Public Liability Insurance:** Public liability insurance provides coverage for claims made against a
contractor or construction company for third-party bodily injury or property damage. This type of insurance
is essential for construction projects to protect against potential lawsuits and financial losses.

5. **Professional Indemnity Insurance:** Professional indemnity insurance, also known as professional
liability insurance, provides coverage for claims of negligence or errors and omissions in professional
services. Architects, engineers, and other construction professionals often carry this type of insurance to
protect against lawsuits related to their work.

6. **Employers Liability Insurance:** Employers liability insurance provides coverage for claims made by
employees who suffer work-related injuries or illnesses. This type of insurance is crucial for construction
companies to comply with legal requirements and protect against costly lawsuits from employees.

7. **Subcontractor Default Insurance:** Subcontractor default insurance is a type of insurance that protects
a project owner or general contractor against financial losses resulting from the default of a subcontractor.
This insurance can help mitigate the risks associated with subcontractor performance and ensure the
successful completion of a construction project.

8. **Performance Bonds:** Performance bonds are financial guarantees issued by a surety company to
ensure that a contractor will complete a construction project according to the terms of the contract. If the
contractor fails to perform, the surety company will step in to complete the project or compensate the
project owner for any losses.
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9. **Payment Bonds:** Payment bonds are financial guarantees issued by a surety company to ensure that a
contractor will pay subcontractors, suppliers, and laborers involved in a construction project. Payment
bonds protect the rights of these parties and help prevent payment disputes or delays.

10. **Risk Management:** Risk management is the process of identifying, assessing, and mitigating risks to
minimize their impact on a construction project. Effective risk management involves implementing
strategies to prevent or reduce potential risks and ensure the successful completion of the project.

11. **Loss Control:** Loss control refers to measures taken to prevent or reduce losses in a construction
project. This may include implementing safety protocols, conducting regular inspections, and providing
training to workers to minimize the risk of accidents and property damage.

12. **Insurance Premium:** An insurance premium is the amount of money paid by a policyholder to an
insurance company in exchange for insurance coverage. The premium is typically paid on a regular basis,
such as monthly or annually, and is based on factors such as the level of coverage, the type of policy, and
the risk profile of the insured.

13. **Deductible:** A deductible is the amount of money that a policyholder must pay out of pocket before
an insurance company will cover a claim. For example, if a construction insurance policy has a $1,000
deductible and a covered claim amounts to $10,000, the policyholder would be responsible for paying the
first $1,000, and the insurance company would cover the remaining $9,000.

14. **Claim:** A claim is a request made by a policyholder to an insurance company for coverage or
compensation for a loss or damage covered under the insurance policy. Insurance companies investigate
claims to determine their validity and may provide payment or benefits to the policyholder based on the
terms of the policy.

15. **Exclusions:** Exclusions are specific risks or circumstances that are not covered under an insurance
policy. It is important for policyholders to understand the exclusions of their insurance policy to avoid any
surprises when filing a claim. Common exclusions in construction insurance policies may include acts of war,
intentional acts, and certain natural disasters.

16. **Certificate of Insurance:** A certificate of insurance is a document issued by an insurance company to
verify the existence of an insurance policy. Contractors and subcontractors often provide certificates of
insurance to demonstrate that they have the necessary insurance coverage to work on a construction
project. This document typically includes details such as the policyholder's name, the type of coverage,
policy limits, and effective dates.

17. **Additional Insured:** An additional insured is a party added to an insurance policy as an insured party,
typically at the request of another party with whom they have a business relationship. For example, a
project owner may require a contractor to add them as an additional insured on their liability insurance
policy to protect against claims arising from the contractor's work.

18. **Subrogation:** Subrogation is the process by which an insurance company seeks to recover the
amount it has paid out on a claim from a third party that is responsible for the loss or damage. For example,
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if a construction company's property is damaged by a subcontractor's negligence, the insurance company
may subrogate against the subcontractor to recover the costs of the claim.

19. **Indemnity:** Indemnity is a legal principle in insurance contracts that requires one party to
compensate another party for losses or damages incurred. In the context of construction insurance,
indemnity clauses are often included in contracts to allocate responsibility for risks between parties involved
in a construction project.

20. **Waiver of Subrogation:** A waiver of subrogation is a contractual provision that prohibits an insurance
company from pursuing subrogation against a specific party, typically another party involved in a
construction project. For example, a project owner may require contractors to sign a waiver of subrogation
to prevent the contractor's insurance company from seeking reimbursement from the project owner in the
event of a covered loss.

21. **Risk Assessment:** Risk assessment is the process of evaluating potential risks and their impact on a
construction project. This involves identifying hazards, assessing the likelihood and severity of risks, and
developing strategies to manage or mitigate risks to ensure the successful completion of the project.

22. **Claims Management:** Claims management is the process of handling insurance claims from start to
finish. This includes receiving and processing claims, investigating the validity of claims, negotiating
settlements, and ensuring that policyholders receive the benefits or compensation they are entitled to
under their insurance policy.

23. **Underwriting:** Underwriting is the process by which an insurance company evaluates the risks
associated with insuring a policyholder and determines the terms and conditions of the insurance policy.
Underwriters assess factors such as the policyholder's risk profile, claims history, and coverage needs to
calculate the appropriate premium and coverage limits for the policy.

24. **Reinsurance:** Reinsurance is a process by which an insurance company transfers a portion of its risk
to another insurance company, known as a reinsurer. Reinsurance allows insurance companies to reduce
their exposure to large losses and maintain financial stability by sharing risks with other insurers.

25. **Wrap-Up Insurance:** Wrap-up insurance, also known as owner-controlled insurance programs (OCIP)
or contractor-controlled insurance programs (CCIP), is a type of insurance policy that provides coverage for
an entire construction project, including all contractors and subcontractors involved. Wrap-up insurance
consolidates insurance coverage under a single policy, streamlining the insurance process and reducing
costs for project owners.

26. **Delay in Completion Insurance:** Delay in completion insurance, also known as delay in startup
insurance, provides coverage for financial losses resulting from delays in the completion of a construction
project. This type of insurance typically covers additional expenses, lost revenue, and other costs incurred
due to project delays beyond the control of the insured party.

27. **Risk Transfer:** Risk transfer is the process of shifting the financial responsibility for potential risks
from one party to another through contractual agreements or insurance policies. In construction projects,
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risk transfer mechanisms such as indemnity clauses, insurance requirements, and hold harmless agreements
are used to allocate risks among project participants.

28. **Surety Bond:** A surety bond is a financial guarantee issued by a surety company to ensure that a
party will fulfill its obligations under a contract. Surety bonds are commonly used in construction projects to
provide assurance to project owners that contractors will complete the project according to the terms of the
contract.

29. **Catastrophe Insurance:** Catastrophe insurance provides coverage for losses resulting from
catastrophic events such as hurricanes, earthquakes, floods, and other natural disasters. This type of
insurance helps protect construction projects against the financial impact of unforeseen catastrophic events
that could cause extensive damage and delays.

30. **Risk Pooling:** Risk pooling is a risk management strategy that involves combining the risks of
multiple policyholders to create a larger pool of funds to cover potential losses. Insurance companies use
risk pooling to spread the financial impact of claims across a larger group of policyholders, reducing the risk
of insolvency due to large or unexpected losses.

Understanding these key terms and vocabulary is essential for navigating the complex world of construction
insurance and ensuring that construction projects are adequately protected against risks and liabilities. By
familiarizing yourself with these terms and concepts, you can make informed decisions about insurance
coverage, risk management strategies, and contractual agreements to safeguard construction projects and
mitigate potential losses.
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