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Contract Specifications:  NCSIG management has reviewed many construction contracts and found they often contain obsolete insurance terminology and inadequate limits to protect its members.  It is extremely important that before a Contract goes to bid, the insurance specifications are reviewed and updated.

These specifications do not apply to projects with the following exposures (If  a project involves these exposures, please contact the Servicing Agent and/or NCSIG):

a. Design/Build (Professional Liability required)
b. Environmental (Pollution Liability and/or Asbestos Pollution Liability required)
c. Site Improvements and Underground (General Liability with no subsidence exclusion required).

Owner: Refers to the NCSIG Member (i.e. School District, County Office of Education, or Charter School).  The school site is not a legal entity.  When naming the Owner as an additional insured, it is important the contract additional insured wording also include the Owner’s elected or appointed officials, employees, agents and volunteers. 
Builders’ Risk:  All new construction, modernization and/or remodeling projects in excess of $250,000 require Builders’ Risk in the Contract, to be provided by the Contractor or Owner, and insure all parties including the Owner, as their interests may appear.
Liability Limits:  Recommended liability limits vary by project size, type, and exposure to existing structures under the care, custody and control of the Contractor.  All projects should require a minimum general liability limit of $1,000,000 per occurrence with $2,000,000 general aggregate and excess liability.
Auto Liability:  Can be waived if the CONTRACTOR will not use an automobile for any phase of the work performed by the Contract.

Indemnity (Hold Harmless):  If this indemnification wording is referenced in a separate section of the Contract, we recommend replacing that wording using our sample.
Performance & Payment Bonds:  If these bonds are referenced in a separate section of the Contract, we recommend replacing that wording using our sample.
Recommended Minimum General Liability Limits ~ New Construction Projects:
	Total Bid
	Each 

Occurrence

 
	Aggregate for Products

Completed Operations
	General 

Aggregate
	Umbrella or Excess Liability
	Total

Per Occurrence

(Primary + Excess)

	≤$1,000,000
	$1,000,000
	$2,000,000
	$2,000,000
	$1,000,000
	$2,000,000

	>$1,000,000

≤$5,000,000
	$1,000,000
	$2,000,000
	$2,000,000
	$3,000,000
	$4,000,000

	>$5,000,000

and above
	$1,000,000
	$2,000,000
	$2,000,000
	$6,000,000
	$7,000,000


Recommended Minimum General Liability Limits ~ Modernization / Remodeling Projects:
	*Total Bid plus value of existing building
	Each 

Occurrence 
	Aggregate for Products

Completed Operations
	General 

Aggregate
	Umbrella or Excess Liability
	Total

Per Occurrence

(Primary + Excess)

	≤$1,000,000
	$1,000,000
	$2,000,000
	$2,000,000
	$1,000,000
	$2,000,000

	>$1,000,000

≤$5,000,000
	$1,000,000
	$2,000,000
	$2,000,000
	$3,000,000
	$4,000,000

	>$5,000,000

and above
	$1,000,000
	$2,000,000
	$2,000,000
	$6,000,000
	$7,000,000


*Total cost of project plus replacement cost of the highest valued existing building involved with this project. (Contact District/Servicing Agent for replacement cost value per District Property Schedule), OR Contractor may obtain Builders’ Risk Insurance for full replacement cost value of existing structure (Builders’ Risk section in sample would need to be revised with this option) and use general liability limits as outlined above for New Construction Projects.
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SAMPLE
INSURANCE & BONDS:
Prior to commencement of Work, Contractor shall maintain the following insurance coverages and minimum limits until the earlier of final completion of the Work or Termination of this Contract except for Products and Completed Operations coverage as described in the sections below. The minimum limits of coverage required by this Agreement may be satisfied by a combination of primary and Excess/Umbrella insurance policies provided that the form of the Excess/Umbrella coverage follows the form of the primary liability insurance. Contractor shall bear all cost for payment of insurance premiums and any and all deductibles or self-insurance retentions under its policies and shall remain solely and fully liable for the full amount of any claim or item not compensated by insurance.

Minimum Scope of Insurance
Coverage shall be at least as broad as:
1. Commercial General Liability on an occurrence form (no sunset clauses). Liability deductible or Self-Insured Retention not to exceed $5,000.  Claims Made or Modified Occurrence Liability coverage will not be accepted. Coverage shall be at least as broad as ISO form CG0001.  Products and Completed Operations coverage shall continue for three (3) years after the earlier of Final Completion of the Work, or Termination of this Agreement.
2. Umbrella/Excess Liability insurance following form of the primary General Liability, Auto Liability and Employer’s Liability insurance.
3. Business Automobile Liability insurance including coverage for owned, non-owned, hired vehicles and trailers. Such insurance shall cover occurrences both at and away from the Project Site.
4. Workers’ Compensation insurance as required by the State of California and Employer’s Liability Insurance.
5. Builder’s Risk (Course of Construction). Deductible not to exceed $2,500.
6. Performance & Payment Bonds.
Minimum Limits of Insurance

Contractor shall maintain limits no less than:

1. General Liability:

$2,000,000
General Aggregate (Per Project)
$2,000,000 
Products/Completed Operations Aggregate

$1,000,000
Personal & Advertising Injury

$1,000,000
Each Occurrence

2. Umbrella/Excess Liability:
$_,000,000
Per Occurrence
3. Automobile Liability:

$1,000,000
Per Accident for Bodily Injury & Property Dmg.

4. Workers’ Compensation:
As required by the State of California
5. Employer’s Liability:

$1,000,000
Per Accident for Bodily Injury or Disease
6. Builder’s Risk:


Completed Value of the Project with no Coinsurance Penalty.
Insurance Provisions 

The general liability policy is to contain, or be endorsed to contain, the following provisions: 

1. Additional Insured: The Owner, its elected or appointed officials, employees, agents and volunteers are to be covered as Additional Insured’s (utilizing Form CG2010 11/85 edition or an acceptable equivalent) by an endorsement to the general liability policy.  A CG2010 11/85 acceptable equivalent is an additional insured endorsement that includes the named insured’s “ongoing” operations and completed operations. 
2. Primary Insurance: For any claims related to this project, the Contractor’s insurance coverage shall be primary insurance as respects the Owner, its elected or appointed officials, employees, agents and volunteers. Any insurance or self-insurance maintained by the Owner, its elected or appointed officials, employees, agents and volunteers shall be excess of the Contractor’s insurance and shall not contribute with it. 

3. Cancellation Provision: Each insurance policy required by this clause shall be endorsed to state that coverage shall not be canceled by either party, except after thirty (30) day’s prior written notice has been provided to the Owner. 

Waiver of Subrogation

The Contractor’s General Liability and Workers’ Compensation insurance policies shall provide a Waiver of Subrogation in favor of the Owner.

Builder’s Risk (Course of Construction) Insurance 

If and only if the Contract Sum exceeds $250,000 at the time of award, Contractor shall procure and maintain Builder’s Risk insurance (all-risk, special form with valuation on a replacement cost basis) on a one hundred percent completed value of the project for the benefit of the Owner, and the Contractor and Subcontractor, as their interest may appear.  The policy shall contain a clause which provides coverage until the building is accepted by the Owner.  If the Builder’s Risk policy contains an occupancy provision, permission for early occupancy must be obtained from the insurance company.  The Policy should include debris removal, collapse, theft, and transit coverage with no coinsurance penalty provisions. The Builders’ Risk Policy is primary and no insurance held or owned by the Owner shall be called upon to contribute to a loss.  

Contractor’s Property

Contractor shall be responsible for and shall bear the risk of loss and damage to any property including but not limited to (1) tools and equipment of Contractor (owned or rented) and (2) any property for which it is responsible or that is in its care, custody and control, wherever located.
Transit Insurance

Where Contractor has responsibility to coordinate transportation of construction materials (whether ocean, air or inland transit), Contractor shall bear responsibly for providing transit coverage on an all-risk basis, including lightering operations, loading and unloading at each point of delivery, including final destination, unless total risk of loss in transit is borne by the shipper or supplier, or Owner provides notification that it will carry such coverage. Such coverage shall provide a limit of full replacement value of each conveyance. Any marine inspections and/or survey fees under this coverage shall be for the account of Contractor.

Workers’ Compensation

Before the Contract is entered into, the Bidder to whom it is awarded shall furnish to the Owner satisfactory proof that he and all Subcontractors he intends to employ have taken out, for the period covered by the proposed Contract, full compensation insurance and Employer’s Liability with limits of at least $1,000,000 with an insurance carrier satisfactory to the Owner for all persons whom they may employ in carrying out the work contemplated under this Contract in accordance with the Act of the Legislature of the State of California, known as the “Workers’ Compensation Insurance and Safety Act” approved May 26, 1913, and all Acts amendatory or supplemental thereto. Such insurance shall be maintained in full force and effect during the period covered by the Contract. In the event the Contractor is self-insured, he shall furnish a Certificate of Permission to Self-Insure, signed by the Department of Industrial Relations Administration of Self-Insurance, Sacramento, California. 
If the Contractor fails to maintain such insurance, the Owner may take out compensation insurance to cover any compensation which the Owner might be liable to pay under the provisions of said Act as amended, by reason of any employee of the Contractor being injured or killed, and deduct and retain the amount of the premiums for such insurance from any sums due the Contractor under the Contract.
If an injury occurs to any employee of the Contractor for which the employee, or the employee’s dependents in the event of the employee’s death, is entitled to compensation from the Owner under the provisions of said Act as amended, or for which compensation is claimed from the Owner, the Owner may retain out of the sums due the Contractor under this Contract, an amount sufficient to cover such compensation, as fixed by said Act as amended, until such compensation is paid, or until it is determined that no compensation is due, and if the Owner is compelled to pay such compensation, it will deduct and retain from such sums the amount so paid.

The policies represented by the certificates must contain the provision (and the certificates must so state) that the insurance cannot be cancelled until thirty (30) days after written notice of intended revocation has been given to the Owner by Certified Mail. 

Indemnity

Contractor shall indemnify, hold harmless and defend Owner and its elected or appointed officials, agents and employees from and against all claims, damages, losses and expenses, including reasonable costs and attorneys’ fees, arising out of or resulting from Contractor’s performance of the Work, or work performed by Contractor’s agents or employees, or subcontractors employed on the project, their agents or employees, or products installed on the project by Contractor or subcontractors, excepting only such injury or harm as may be caused solely and exclusively by Owner’s fault or negligence.  Such indemnification shall extend to all claims, demands, or liabilities occurring after completion of the project as well as during the progress of work. 
Subcontractors

Contractor shall require all Subcontractors of any tier that may work on or in connection with the Agreement to maintain the coverages required in this Contract; provided however, that Contractor may vary the limits of such coverage of subcontractors depending on the services provided, but such limits shall be comparable to those customarily provided by others within similar size and scope of business. In no event shall the insurance requirements be deemed to limit the liability or responsibility of Contractor or any of its Subcontractors to Owner.

Contractor shall require all tiers of Subcontractors to waive the rights of recovery against Owner, its elected or appointed officials, employees, agents and volunteers. Contractor shall be responsible for any loss resulting from the failure of any Subcontractor to maintain sufficient insurance.

Subcontractor shall be responsible for and shall bear the risk of loss and damage to any property including but not limited to (1) tools and equipment of subcontractor (owned or rented) and (2) any property for which it is responsible or that is in its care, custody and control, wherever located.

Acceptability of Insurers

All required insurance must be written by an admitted company licensed to do business in the State of California at the time the policy is issued. All required Insurance as set forth in this Contract shall be underwritten by a company with a balance sheet strength, operating performance and business profile that are equal to or exceed an A VIII rating as listed in the A.M. Best Insurance Guide’s latest edition. On a case-by-case basis, the Owner may accept insurance written on a company listed on the State of California Department of Insurance List of Eligible Surplus Lines (“LESLI List”) with a rating of A VIII or above as listed in Best’s Insurance Guide’s latest edition.  Exception may be made for Workers’ Compensation Insurance provided by the State Compensation Insurance Fund when not specifically rated.

Proof of Insurance

Contractor shall furnish the Owner with original certificates and amendatory endorsements effecting coverage required by this contract.  All certificates and endorsements are to be received and approved by the Owner before work commences. However, failure to do so shall not operate as a waiver of these insurance requirements. If the Contractor fails to maintain such insurance as specified by this Contract, the Owner may take out such insurance to cover any damages of the above mentioned classes for which the Owner might be held liable on account of the Contractor’s failure to pay such damages, and deduct and retain the amount of the premium from any sums due the Contractor under the Contract.

The Owner reserves the right to require complete, certified copies of all required insurance policies, including endorsements effecting the coverage required by these specifications at any time. 
Mail all certificates and endorsements to:
Name of Public Educational Entity (Owner)
Attn:

Address

City, CA  
Performance Bond & Payment Bond
Contractor shall furnish bonds covering faithful performance of the Contract and payment of obligations arising thereunder. Bonds may be obtained through the Contractor’s usual source and the cost thereof shall be included in the Contract Sum. The amount of each bond shall be equal to 100 percent of the Contract Sum. The surety must be an admitted surety insurer in the State of California.  These bonds shall be maintained for the life of the Contract and one year after the date of filing the Notice of Completion.
The Contractor shall deliver the required bonds to the Owner not later than ten days following the date of the Agreement is entered into. If the Work is to be commenced prior thereto in response to a letter of intent, the Contractor shall, prior to commencement of Work, submit evidence satisfactory to the Owner that such bonds will be furnished.
The Contractor shall require the attorney-in-fact who executes the required bonds on behalf of the surety to affix thereto a certified and current copy of the power of attorney, and to have the signature acknowledged by a notary public.
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