Aon Risk Solution

Design, Construction
Professional and Environmental
Services Group
Empower results with our Design, Construction
Professional and Environmental Liability Specialists

About Aon’s Design, Construction
Professional and Environmental
Liability Specialists
Aon’s Design, Construction Professional and Environmental
Liability Specialists are a collaboration of our colleagues
specializing in the professional services and environmental
liability insurance spheres of influence dedicated to serving
architects, engineers, surveyors, project/construction
managers, other design professionals, as well as contractors,
property owners and developers.
We represent many of the world’s largest design, construction,
and property development enterprises as well as a litany
of mid- to large-sized firms. We also place project-specific
professional and Environmental liability programs for many
of the largest and most complicated projects throughout the
world. In addition, we place specialized coverage to meet the
unique needs of property developers and to protect owners
from their exposure to professional liability risk arising from
the design and construction professionals they employ.

2

Design, Construction Professional and Pollution Liability Services | February 2017

Overview
Successful firms in the competitive construction market are, by nature, dynamic.
The project teams require a risk advisor and insurance broker with the expertise,
experience and credibility to structure and implement a professional and
environmental liability insurance program that affords them the flexibility to adapt
to their unique and evolving needs. Aon’s deep knowledge and understanding
of the design and construction industries uniquely qualifies Aon as a trusted risk
advisor and broker.

Aon’s Design, Construction

Large construction projects almost always involve discussions regarding general liability,
workers compensation and builder’s risk coverage. Such policies are nearly as familiar to
owners and developers as they are to the design and construction team. Many owners may
not appreciate that general liability coverage is relatively limited in scope specific to design
and environmental issues by responding only if a “sudden and accidental occurrence” causes
bodily injury or property damage. In some cases, there may be specific exclusions narrowing
these coverage grants further.

from design, construction

Professional liability forms a much broader coverage scope than the general liability policies for
design issues and is the only coverage that will respond to pure economic loss such as increased
cost of construction, lost profits and/or loss of use, attributable to negligent design or other errors
in the performance of professional services, whether self-performed or subcontracted. If
bodily injury or property damage results from wrongful acts in the performance of professional
services (architecture, engineering, construction management, etc.), any such damages are
also covered under a professional liability form.

Professional and
Environmental Liability
Specialists assist in
managing risk and
gaining access to capital
to mitigate risk-based
financial volatility arising
and environmental
services. We provide our
clients with an array of
cost-effective risk
financing solutions,
regardless of location.

The environmental liability coverage forms are much broader as well, in that they provide not
only coverage for a “sudden and accidental occurrence” but also “gradual damage” including
the discovery of environmental conditions as well as those exacerbated during construction.
These policy forms have emerged from exclusions and limitations applied to the general
liability and property policy forms and continue to prove beneficial to both the owner and
contractor at the project site(s).

Aon Risk Solutions
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From an owner’s, design and/or construction perspective, it is essential that the professional and
environmental liability coverage be as broad as possible. With fast-evolving project delivery
methods, the multitude of issues implicated by technology, and a broader consideration of
brownfield development, current policy forms vary dramatically with respect to the breadth
of coverage provided. The broadest forms go well beyond covering claims arising out of
services provided in the insured’s capacity as an owner, architect or contractor, and
expressly cover services provided as a construction manager (CM), planner, scientist, or
technical consultant, including the provision of services related to Leadership in Energy and
Environmental Design (LEED) certification, Building Information Modeling (BIM), computer
technology and other such ancillary exposures.
Once the breadth of coverage is verified, thought should be given to the appropriate amount
of coverage for a particular project. Any construction project that is unusual from either the
owner’s or the design/construction perspective, whether because of its size, complexity,
strategic importance, or environmental conditions, should involve careful consideration of
appropriate risk transfer options as respect to the design and construction management teams.
We will touch on the available risk transfer programs in this brochure.
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Aon’s Design, Construction Professional
and Environmental Liability Specialists

Globally networked with:

§§ 265 practitioners
§§ US$1.25B professional and environmental
liability premiums annually

With fast-evolving project delivery methods, the multitude of issues implicated
by technology, and a broader consideration of brownfield development, current
policy forms vary dramatically with respect to the breadth of coverage provided.

Aon Risk Solutions
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Aon Client Promise Framework
®

Our Commitment to You
The Aon Client Promise framework includes the five pillars of our promise, a comprehensive
training curriculum, and a robust methodology for ensuring a consistent client experience.

Partnership
Aon Client Promise
Our commitment to
ensure you receive value
and personal service

Expertise

Excellence

Innovation

Results

Client Promise
Methodology
Client Promise
Academy

Discover

The way we work together
to empower results

Our modular training
approach drives
consistent value

Review

Develop

Deliver
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Risk Advisory and Insurance
Brokerage Services
§§ Aon is the world’s largest professional and environmental
liability risk advisor and insurance broker. We use our
market leverage to negotiate not only very competitive
pricing, but also to enhance the terms and conditions
available within the insurance marketplace. Many leading
professional and environmental liability insurers offer
manuscript endorsements and coverage enhancements
that are available exclusively to our clients.
§§ Because each firm’s risk and insurance needs are unique,
we work with insurers to further refine individual policies
to address those specific client firm needs. If your firm
offers services that might not be captured within the
scope of the terms and conditions provided by an
“off-the-shelf” policy form, we endeavor to negotiate
bespoke wordings to address unique exposures that may
be present within your organization. Similarly, if we are
advised that a client is investigating a potential merger or
acquisition, we are often able to partner with the insurer
to minimize potential frictional “insurance issues” from
becoming an impediment to the consummation of an
efficient transaction.

§§ Within Aon we also have specialists solely focused on the
placement and service of employment practices liability,
directors’ and officers’ liability, employed lawyers liability,
performance security (bonding and other alternative
structures), other property & casualty coverage lines,
and human capital and benefits solutions to round out
your risk transfer program. Again, such programs may be
tailored to the unique exposures faced by construction
professionals.
§§ Our dedicated brokerage specialists and client service
teams understand the importance of contract review and
revision services, loss prevention assistance and claims
advocacy services, all of which are considered core
competencies of a trusted risk advisor.
§§ Our industry-leading practitioners include dedicated
claims advocacy counsel and claims specialists with many
decades of claims-handling experience. We have successfully
advocated in securing over US $6 billion in professional
and environmental liability claims on behalf of our clients.

§§ With architects, engineers and contractors offering services,
and owners undertaking projects, in a wide variety of
jurisdictions, including developing nations where mandatory
jurisdictional insurance requirements are rapidly changing,
our global platform allows us to provide timely assistance
by involving our local colleagues in the applicable country.
We routinely assist with issues such as the procurement of
“locally admitted” insurance policies, to address such needs
as strict liability (decennial type).

Aon Risk Solutions
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Why Aon’s Design, Construction
Professional and Environmental
Liability Specialists?
We leverage our unique and extensive knowledge of professional and environmental
liability issues relevant to construction professionals, our market access and expertise,
and our integrated global platform, to the benefit of our clients. We are focused on
the individual client, building a dedicated team whose leader is accountable to that
client, with the power to identify customized solutions and deliver flexibly worldwide,
deploying the strength of our global resources wherever the client may need them.
Unique and Extensive Knowledge

Integrated Global Platform

§§ Aon has been providing its risk advisory and
broking services to the design and construction
industry for over 80 years.

§§ Our practitioners are geographically dispersed to
be able to respond quickly to issues affecting our
clients on a local or global level.

§§ Aon’s Design, Construction Professional and
Environmental Liability Specialists in North
America collectively have over 300 years
marketplace experience.

§§ Our global platform allows us to reach insurance
markets and new sources of capital anywhere in
the world on behalf of our clients.

§§ We have the ability to create innovative
insurance solutions tailored to meet the
specific needs of our individual clients.
§§ We collect proprietary risk information that
allows us to provide our clients with industryleading benchmarking data.

Dedicated Team
§§ We understand the continually evolving impact of
change in the design and construction industry.
§§ We support our clients’ strategic objectives
domestically and globally.

Market Access and Expertise
§§ Our strategic market relationships provide us
with deep insight and information on markets
and rates.
§§ Our size and market position, together with
our dedicated brokerage specialists, allow us
to negotiate solutions by enhancing programs
via manuscript policy wordings recognizing
the unique exposures that our clients face.
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Practice Policies for
Design Professionals
As should be expected, the least expensive option is also the riskiest option for both
the owner and the design team. Nearly all reputable design professionals have an annual
professional liability policy that provides some security to owners that may sustain
damages from a design professional’s negligent performance of professional services.
Because such policies apply to the practice generally, owners are not expected to contribute
to the cost of such policies. However, the limits purchased by firms of various size and
sophistication vary dramatically; small and mid-sized firms often buy only US$1 or US$2
million of coverage, whereas large firms often buy in excess of US$100 million of coverage.
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Owners and developers need to scrutinize the adequacy of such
limits with the following in mind:
Firms’ annual practice policies are intended to cover claims that may be made within a
12-month policy period, without regard to when the services giving rise to the claim
may have been performed. The limits provided (per claim and aggregate) are exposed
to both defense costs (attorney and expert witness fees, as well as other costs of
defense) and indemnity (judgments and settlements paid to claimants) on any project
on which the design firm has participated in the past. Thus, the limits reflected on a
given design firm’s certificate of insurance could easily be eroded or even exhausted by
claims on unrelated projects.

What matters is that they
have a policy with available
limits at the time a claim is
made and reported – often
year(s) after the project is
completed.

Because such professional liability policies are written on a “claims-made” basis, it is of
no help to an owner if the design professional had an annual practice policy at project
inception. What matters is that they have a policy with available limits at the time a claim
is made and reported – often year(s) after the project is completed. It is essential that the
Owner-Design Professional Agreement require that such coverage be renewed at the
requisite limit through substantial completion of the project, plus a reasonable discovery
period post-completion (say, two to five years). Appropriate follow up should be made
to ensure the limits have been properly renewed during such discovery period.
Most sophisticated design professionals realize that their clients will require professional
liability coverage, and that such coverage is essential to their firm’s continued existence,
as even the best firms experience claims. The limits purchased by the vast majority
of firms are very low compared to other professional services firms, such as law and
accounting, and bear little relation to the exposures assumed. To adequately address
such exposures the firm may need to increase its annual practice limits. Alternatively,
most insurers that write this class of business will provide a project-specific excess
endorsement which increases the limits on particular project; however, insurers are
only likely to grant a few such endorsements per policy. Such endorsements are
usually available at a reasonable cost, as the excess coverage is implicated only if
the underlying limit is exhausted. Note, however, that if a design professional buys
only a US$2 million per-claim limit, insurers are typically unwilling to put up more than
US$2 million of project-specific excess limits, for a total of up to US$4 million of
coverage. Because such endorsements are tied to the professional’s annual practice
policy, they have to be renewed annually in order to be of any assistance at the time a
claim is made. Note also that any project specific coverage must be in place prior to
construction, including an appropriate retroactive date, in order for the coverage
to apply from the inception of the design professional’s services.

Aon Risk Solutions
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Practice Policies for Contractors
and Construction Managers (CM)
As the lines of responsibility between design professionals and contractors merge, contractors
are assuming non-traditional risk that their primary insurance policies may not address.
With greater frequency, project owners are requiring their contractors to assume additional
Construction Manager activities and provide a single point of responsibility for design
and construction. As such, contractors may face exposures such as CM responsibilities,
design delegation, hiring design firms as subcontractors, joint ventures or self-performed
design (which may include temporary works design). These exposures are addressed
by two forms of professional liability insurance specially crafted for contractors and
construction managers – Contractors Professional Liability and Contractors Protective
Professional Liability (CPPI).
Contractors may seek to cover their professional
liability exposures through their General Liability
policy by adding a Means and Methods Endorsement and/or a Design/Build Endorsement. These
are insufficient because typically the General
Liability policy responds to claims for property
damage and bodily injury and such policies do
not include economic loss and usually exclude
professional services undertaken for a fee.
Furthermore, contractors can insure a significant
element of their professional liability exposure
for loss or damage during the construction
phase by a London Engineering Group 3 (LEG 3)
endorsement to their construction all risks/
builders risk insurance policy; however, there is
no cover for economic loss and cover terminates
at the end of construction (other than work
undertaken during a maintenance period).
In order to reduce costs, contractors often rely
upon these endorsements under their General
Liability and Construction All Risks/Builders Risks
policies, in conjunction with Professional Liability
Insurance. It is essential, however, that these policies
are coordinated so that the respective contribution
clauses do not contradict each other.
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A significant benefit to contractors is that both
Contractors Professional Liability and CPPI provides
mitigation of loss and rectification coverage, which
allows for reimbursable coverage without forcing
the contractor into litigation or disputes (coverage
trigger is any damage arising from negligent
design, unlike the demand trigger in the design
professional’s policy).
The foremost difference between Contractors
Professional Liability and CPPI is that Contractors
Professional Liability insurance pays the claim and
then subrogates against the design professional (if
design is not self-performed), whereas the CPPI
additionally provides cover if the design professional’s
policy does not respond (or is insufficient), which
may include aspects that cannot be recovered under
Contractors Professional Liability. Accordingly, CPPI
is comparatively a lower cost option compared to
Contractors Professional Liability.
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Project-Specific Professional
Liability (PSPL)
PSPL insurance provides a dedicated limit covering the entire design team (with the prime
design professional or other prime consultant as the First Named Insured) under a single
policy. Such policies must be paid for and issued prior to construction, but need not be
renewed – they are written for a multi-year term that expires at the project’s completion,
after which an Extended Reporting Period applies. The policy will respond to any claims
alleging loss or damage from negligent design or other errors reported during the policy
term or Extended Reporting Period.
The benefits include the following:
§§ Conflicts and allocation of fault issues within the
design team are eliminated, often expediting
the dispute resolution process significantly;
§§ The policy need not be renewed annually,
thereby guaranteeing the cost over the lifetime
of the project, and the limits are not subject to
erosion or exhaustion on unrelated projects;
§§ Coverage terms and conditions can be
customized to meet the particular needs of
a given project’s circumstances and delivery
method; and
§§ Vicarious liability coverage for Owners may be
available (via an indemnification endorsement).

The biggest disadvantage is cost. Historically,
PSPL was readily available from a wide variety
of professional liability insurers. Unfortunately,
many Owners, having contributed to the cost
of such policies, often made claims alleging
significant damages on projects, including those
that came in “on time and on budget.” Because
the project policy had little or no effect on the
cost or availability of the design professionals’
respective practice professional liability policies,
their incentive to fight such claims was decreased
considerably. Insurers’ losses became so extreme,
relative to the premium charged for such coverage,
that all but a few insurers quit offering PSPL.

Aon Risk Solutions
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Owner’s Protective Professional
Indemnity (OPPI)
An OPPI policy, unlike the products described previously, is written in the Owner’s name
(not the design professional’s), and the Owner is the Named Insured. The policy sits
excess and Difference in Conditions (DIC) of the design professional’s annual practice
policy, and protects an Owner against damages resulting from errors or omissions on the
part of the design team for which the design professional’s policy is either inadequate or
otherwise not available.
The benefits include the following:
§§ Excess Indemnity Provision: On first-party
claims brought by the Owner against the design
team, OPPI indemnifies the Owner for loss or
damage in excess of the limits available from the
design professional and its subconsultants.
§§ Primary Coverage: If the design professional’s
policy limits have been eroded or exhausted by
an unrelated project claim, OPPI will respond
for the owner on a primary basis, subject to a
Self-Insured Retention (SIR).
§§ “DIC” Coverage: The coverage provided by
OPPI policies is often broader than the coverage
provided by annual practice policies purchased
by design professionals. If an Owner’s claim is
excluded by the underlying annual practice
policy and the OPPI policy’s terms and
conditions are broader, the OPPI policy will
respond as primary coverage, paying the
Owner’s loss or damage, subject to the SIR.

§§ Low Cost: Perhaps the biggest advantage of
OPPI is its relatively low cost. Like PSPL, the
coverage is written on a project-specific multiyear basis that extends through substantial
completion and the Extended Reporting Period.
However, unlike PSPL, OPPI is underwritten as
excess coverage, and therefore less expensive
than PSPL.
§§ No Subrogation: While the Owner is the only
Named Insured and direct beneficiary, the
design team receives significant protection as
well. To the extent that the prime consultant’s
contractually-required limits are intact and
available at the time of a claim, OPPI policies do
not permit any subrogation action against the
design team seeking recovery of damages paid
to the owner as a result of the design team’s
errors and omissions.

§§ Third-Party Coverage: If a third party sues
an Owner alleging direct liability for design,
construction management, or other covered
professional services, the OPPI provides the Owner
with defense and indemnity against any such
claims. Some OPPI policies include “development
activities” in the definition of professional services
which can be a significant benefit to developer/
Owner who may not otherwise have adequate
errors and omissions coverage.

14

Design, Construction Professional and Pollution Liability Services | February 2017

§§ Accommodation of Limitation of Liability
Clauses: Some projects have such significant
professional liability exposure (e.g. power plants,
stadiums, large infrastructure projects) that even
large design firms buying very high limits of
professional liability coverage are not willing
to expose the entirety of their limits to a project.
In such instances, OPPI coverage can be
structured to sit excess of a contractually agreed
limitation of liability, rather than the exhaustion
of the design professional’s policy limit.
§§ Coverage for Difficult Risks: For some
particularly difficult projects (e.g. condominiums
in the US), the only way of providing substantial
project-dedicated limits may be a combination
of the design professional’s practice policy and
an OPPI policy.

Aon Risk Solutions
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Contractors Pollution
Liability (CPL)
The CPL policy provides coverage for third-party bodily injury and property damage claims
arising out of pollution conditions caused by “covered operations” and the completed
operations exposure of hired contractors, as well as defense costs associated with such
claims. The policy also pays for remediation costs where contaminants released by covered
operations must be cleaned up. Furthermore, the CPL policy provides coverage to the
Named Insured for vicarious pollution liability arising out of the work of subcontractors and
can be extended to provide professional liability in certain circumstances. The CPL is offered
with both occurrence and claims-made triggers. Coverage may be written on a “practice”
basis that insures all work performed by the insured contractor or a project specific basis.
On project specific CPL policies, the limits are dedicated to the insured project(s) and are not available
for claims arising out of other work performed by the insured contractors. Project-specific policies may
be purchased by the general contractor or by the owner of the project. This form of coverage is often
obtained in conjunction with owner-controlled and contractor-controlled wrap-up insurance programs
insuring general liability and/or workers’ compensation risks for large-scale construction projects.

The benefits include the following:
§§ Financing mechanism for environmental
losses/claims
§§ Defense cost for potentially frivolous lawsuits
§§ Fulfill contractual obligations
§§ Underwriting process acts to assist in the
contractor managing the risk prior to loss
§§ Positive perception in the industry and
community where work is being conducted
§§ Meet and exceed owner’s expectations which,
in turn, creates a competitive advantage
§§ Mold liability coverage can be included—
typically offered with a claims made trigger
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§§ Pollution arising from transportation performed by
or on behalf of the named insured for losses arising
from materials/waste transported or collisions
§§ Non-owned disposal site coverage (for cleanup
or liability stemming from designated disposal sites)
§§ Premises pollution coverage for owned, leased
or rented properties (job sites, laydown
yards, maintenance shops, batch plants, etc)
can be provided
§§ Punitive damages (where allowable by law).
In cases involving environmental claims,
especially mold, punitive damages coverage
could be extreme

Design, Construction Professional and Pollution Liability Services | February 2017

The CPL is offered
with both occurrence
and claims-made
triggers.

Coverage may be written
on a “practice” basis
that insureas all work
performed by the insured
contractor or a specified
project basis.

Aon Risk Solutions
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Environmental Site Liability/
Pollution Legal Liability (PLL)
The PLL policy provides protection for environmental risks stemming from ownership
to development to final operations and intended use of a facility or site. Policies are
designed to provide environmental coverage for first party cleanup and third party
bodily injury and property damage on or off-site including coverage extensions for
transportation, disposal, emergency response and business interruption. PLL serves
as a strategic risk-management mechanism by providing coverage to protect property
owners and operators from known and unknown environmental liabilities associated with
construction projects and final use operations.
The benefits include the following:
§§ Provides coverage for past, current and future
environmental losses

§§ Enhances financing prospects by allowing
creditor protections

§§ PLL provides a financial back stop to potential
catastrophic events associated with day to day
operations

§§ PLL is a transferable asset to future investors
or buyers

§§ Programs involving multiple premises can be
tailored to address the diverse needs of each
property
§§ PLL is an external fund that enables a company
to finance environmental loss
§§ Provides assurance to unknown environmental
liabilities in asset transactions
§§ PLL is exceedingly flexible and can be tailored
and enhanced to the specific needs of the risk

§§ When broadly structured PLL can fill the gap
in the General Liability Policies
§§ Mitigates the uncertainty of environmental
liabilities in required SEC disclosures related
to all environmental liabilities including
remediation projects
§§ It complements project specific CPL policies
and fills in the gaps where coverage is not
provided under a CPL policy. (for instance
discover of a pre-existing unknown pollution
condition)

§§ Is commonly accepted in lieu of environmental
indemnities or can be structured to wrap
around indemnities
§§ Insures business interruption losses resulting
from pollution conditions, which would be
excluded from most property and liability policies
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For More Information
Contacts

To learn more about our services for Design Professionals, Contractors,
Property Developers and Owners, please visit aon.com.
First Last
555.555.5555
first.last@aon.com

First Last
555.555.5555
first.last@aon.com

First Last
555.555.5555
first.last@aon.com

First Last
555.555.5555
first.last@aon.com

First Last
555.555.5555
first.last@aon.com

First Last
555.555.5555
first.last@aon.com
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About Aon
Aon plc (NYSE:AON) is a leading global professional
services firm providing a broad range of risk,
retirement and health solutions. Our 50,000
colleagues in 120 countries empower results for
clients by using proprietary data and analytics to
deliver insights that reduce volatility and improve
performance.
© Aon plc 2017. All rights reserved.
The information contained herein and the statements expressed are of
a general nature and are not intended to address the circumstances of
any particular individual or entity. Although we endeavor to provide
accurate and timely information and use sources we consider reliable,
there can be no guarantee that such information is accurate as of the
date it is received or that it will continue to be accurate in the future.
No one should act on such information without appropriate professional advice after a thorough examination of the particular situation.
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