Answering Agents’ Top Builders Risk Questions:
Residential New Construction
Residential new construction is a very commonly quoted type of builders risk, but that doesn’t
mean it’s without challenging intricacies. Whether your client is a homeowner, property owner or
contractor, the answers to their builders risk questions can change. If you have burning builders risk
questions to answer before you’re ready to start quoting their coverage, this collection of frequently
asked questions was designed just for you.
As the nation’s number one builders risk program, we receive questions from agents and
brokers across the country on the topic of builders risk insurance for new home construction.
In this resource, we answer some of the most common questions so you can confidently advise
clients and help ensure their vision is properly protected throughout the course of construction.

Nuts and Bolts
Q: Should a builders risk policy be purchased in the name of the contractor or the homeowner?
A: One great feature of builders risk insurance is that a policy can be written in the name of either the contractor or
the homeowner. Policy features, benefits and terms remain the same, no matter who is identified as the insured.
Remember that the named insured has some contractual rights and benefits under the insurance contract.
Your client will retain those rights as the policyholder, regardless of whether your client is the contractor,
homeowner or other entity.

Q: How is the project value determined?
A: Zurich defines total completed value as the total of all costs associated with the building and designing of the
covered property, including labor, overhead and materials. The total completed value excludes land cost.
In addition to the building and design costs, your builders risk client may choose to insure a percentage of the
building profit. Ask your client to share a copy of the construction agreement or cost breakdown to review a
list of required coverages and verify the total completed value.
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Q: What policies are available for residential new construction?
A: Agents and brokers can secure builders risk coverage for nearly any residential new construction project under a
single structure policy (also known as a one shot) or a reporting form policy.
Single structure builders risk policies are designed to cover one specific structure or project under construction.
This policy is ideal for homeowners or contractors insuring one project within a given time. These policies
typically have a 12-month policy term, with the option to renew.
A residential reporting form is designed to help contractors and their insurance agents manage coverage for
multiple new construction projects under the same policy. This policy must be issued under the contractor’s
name and requires periodic reporting of new project starts or inventory depending on the annual or monthly rate
selected by the contractor. If your client is comfortable managing the ongoing reporting requirements and
associated premium payments, this might be a convenient policy to insure your contractor client.

Q: What is the difference between new construction and remodeling?
A: Often, we find certain scenarios make it challenging for clients and agents to identify whether the project is new
construction or remodeling. When securing a builders risk policy where coverage and exposures may vary
depending on the project type, it is important to understand the differences.
Residential new construction is built from the ground up, where there was no previous existing structure before the
project work began, and it has yet to be put to its intended use.
If there is an existing structure that will be modified in some manner (including adding a new addition to an existing
structure), the project is considered remodeling rather than new construction. Additionally, if the structure was
demolished but the foundation remains, the project can be considered remodeling in some cases.

Coverage and Policy Options
Q: What considerations are key when comparing homeowners and builders risk policies?
A: One of the biggest considerations when comparing policies for residential new construction is cost. It is
typically more cost-effective to choose a builders risk policy than a homeowners insurance policy for residential
new construction, because the policyholder is not paying to cover contents — just the structure to be built.
Builders risk policies also include coverages that are not typically available in homeowners insurance policies,
including debris removal, pollution clean-up, property in transit and even property stored offsite in a
temporary location.
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Another consideration is the length of time coverage is available. While some homeowners insurance policies do
include endorsements that cover structures under construction, coverage may be limited to twelve months, after
which time the policy would expire. If the project is delayed or remains unoccupied, coverage would not continue
past the policy term. Whereas in builders risk insurance, there is an opportunity to renew.

Q: Is there an option to increase the coverage limits, should the insured change materials or fixtures during
the course of construction?
A: Homeowners often change their minds about building materials after the start of construction, and change orders
are routine in residential construction. If policy limits are not properly adjusted to reflect the change in increased
value, a loss could leave your client underinsured and with possible penalties.
Some providers, including the Builders Risk Plan insured by Zurich, offer additional protection to cover such
change orders, helping the client avoid possible coinsurance penalties if a claim should occur before the increase in
completed value is properly reported to the provider. The added protection is done as a change order endorsement
for additional coverage of up to 10, 20 or 30 percent increments should the total value increase during the policy
term. The endorsement provides the insured with peace of mind knowing that coverage is in place if it is needed to
protect them from additional loss.

Q: What benefits does the insured gain when purchasing a reporting form or blanket policy?
A: The reporting form is continuous, meaning there is no expiration date for the policy. Instead of issuing a separate,
new insurance policy for the start of every new construction project, the single reporting form or blanket policy
covers all of the new homes being built.
The benefit for your client is that once they have a reporting form or blanket policy in place, they know up front
what their rates and coverages are under the insurance contract, subject to underwriting guidelines.
Another benefit for contractors is that they might be able to take advantage of a large builder credit if they build
more than 50 homes in a 12-month period.
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Misconceptions
Q: Why would my residential clients need soft cost coverage?
A: When a covered loss occurs, there could be unexpected expenses for homeowners such as additional building
permits, interest on construction loans, insurance premiums, architects fees and more. Soft cost coverage provides
insurance protection for costs that arise solely because of a covered loss.
It is important to note that coverage is not automatic just because soft cost is included in the policy; those expenses are only covered when a covered cause of loss is the reason the soft costs’ expense was re-incurred. Often, the
policy contains a deductible, calculated by the number of days the project is delayed before soft coverage applies.

Q: Is a builders risk policy renewable?
A: In most cases, residential builders risk policies can be extended or renewed for an additional 12-month period.
Builders risk insurance covers residential new construction after completion while it is up for sale, so the option to
renew coverage for a second year can be valuable. If a third year of coverage is needed, clients can then purchase
an unsold dwelling policy.
Q: Can coverage be secured for a project already under construction?
A: In most cases, clients can purchase builders risk insurance even if construction on their new home has
already begun. Construction that is already more than 30 percent complete at the time of application is
subject to underwriting approval before the policy can be issued.

Choose a Builders Risk Partner with Deep Expertise and Dedicated Personnel
With 40 years of helping protect homeowners’ and contractors’ interests in residential new construction projects,
US Assure offers a depth of experience and expertise that is difficult for other providers to even match.
For more guidance on insuring course of construction projects, read our Builders Risk 101 Guide, or contact
our dedicated team of more than 50 specialists today at (800) 800 - 3907.

To learn more about the Builders Risk Plan insured
by Zurich, contact our dedicated team of more than
50 specialists at (800) 800 - 3907, or visit usassure.com.
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About US Assure

US Assure is a premier program administrator and insurance services provider. With 40 years of experience in the
construction industry, US Assure exclusively manages, distributes and services the Builders Risk Plan insured by
Zurich, and other property products, throughout the United States and Canada. Agents interested in partnering
with US Assure to access the Builders Risk Plan insured by Zurich can register online in four easy steps for instant
access with no minimum commitment. Registered US Assure agents are equipped to provide a comprehensive
range of builders risk products for projects of any size and value. For more information, visit usassure.com.

Start doing business online today when you register in
four easy steps at usassure.com.

Register Now

usassure.com | (800) 800 - 3907
8230 Nations Way, Jacksonville, FL 32256
US Assure is an independent, third-party administrator managing policy processing for certain builders risk policies issued by Zurich and its affiliated companies.
US Assure does business as US Assure, Inc. and US Assure Insurance Services of Florida, Inc. In California, US Assure operates as InLink Insurance Services
(CA license # OD44490).
This is intended as a general description of certain types of insurance and services available to qualified customers. The policy is the contract that specifically and
fully describes coverage. The description of the policy provisions gives a broad overview of coverages and does not revise or amend the policy.
© 2018 US Assure. All rights reserved.
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