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Builder’s Risk Coverage
Revision of Insurance Information Notice 90-2

Please note that revised sections are underlined and in bold print

As a matter of practice, routine maintenance, repairs, remodeling or alterations and even minor
additions to buildings are covered by the blanket property policy rather than the builders’ risk policy.

As there are currently no hard and fast rules to determine what should and should not be placed on
builders’ risk coverage, a great deal of judgement is involved. The purpose of this notice is to define
when builders” risk is required and when it is not.

The decision as to whether or not builders” risk coverage is required should be based on whether the
project, once completed, would significantly change the value of the building. All new construction
would be required to have builders’ risk coverage. New construction is defined as either adding size
or square footage to an exiting building or constructing a new building. This includes new construction
by employees and/or inmates. In addition, any interior or exterior finishing work costing more than
$50,000 and which would significantly change the value of the building would require builders’ risk
coverage.- Examples of projects that would usually require builders’ risk coverage might include
replacing or substantially upgrading carpet or draperies throughout the entire building, major remodeling
or alterations to upgrade the quality of the building, etc.

Any routine maintenance, repair_or remodeling projects costing $50,000 or less, not handled by
Eacility Planning and which would not significantly change the value of the building are not required
10 be covered by the builders risk policy. This is because in many cases the potential loss exposure
‘may not justify acquisition of the builders’ risk coverage. However, agency’s should be aware of the
fact that losses which occur on uninsured projects will be subject to payment out of the individual
‘agency’s operating funds and should be evaluated by the contracting agency when deciding whether
or not to insure those projects costing $50,000 or less. _If the agency decides that builders risk
coverage is desired the agency must acauire coverage through the Office of Risk Management master
Builders” Risk Policy.

This clarification memo applies only to contracts awarded by agencies out of their operating budgets
or other non-capital outlay funds. All projects handled by Facility Planning and Control (FP&C) are
reported to ORM by FP&C and do not need to be reported by the individual agencies.

Contractual commitments made by your agency should be reviewed to determine whether coverage
is required. Agencies should notify the ORM, in writing, when a project requiring builders” risk
coverage is being done. This is mandatory coverage and also applies to instances where a state
agency does their own construction/renovation work. Notification should include the following

- If applicable, a copy of the Notice to Proceed/Purchase Order as well as a copy of any change
orders issued.
- Project/Purchase order number.




[image: image2.png]- Description of project including street address of building. Also, indicate whether project is
construction of new building(s) or renovations to an existing building.

- Value/Cost of project.

- Indicate whether project is the result of a property loss.

- Date project is started.

Once coverage has been initiated and until acceptance of the project as complete, your agency will
receive a monthly bill for builders’ risk coverage. Please notify ORM (in writing) immediately when
projects are completed and accepted. ’




