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CSU BUILDER’S RISK INSURANCE PROGRAM (BRIP)

Optional Delay in Construction Coverage (Loss of Rental Income)
The following information should clarify the purpose and scope of the optional Delay in Construction Coverage related to the California State University Systemwide Builder’s Risk Insurance Program (BRIP) as discussed during the Capital Planning, Design and Construction (CPDC) Workshop regarding Construction Contracts and Insurance held in Oakland in November.

IMPORTANT NOTE:

Delay in Construction or Loss of Rental Income coverage provided by BRIP applies when the project suffers Direct Damage resulting in a delay in the project’s scheduled completion due to the additional time required to rebuild or restore the damaged portion of the covered project.

Delay in Construction or Loss of Rental Income coverage is NOT designed to cover loss resulting from other causes of delay, such as when the contractor fails to meet the deadline for project completion due to scheduling errors, work stoppages, weather conditions, faulty plans, building inspections, defective material, project maintenance, or any other cause which does not directly arise from a covered Cause of Loss; i.e., the loss is not otherwise covered by the BRIP.

Contractual provisions to indemnify the University for loss and extra expense arising from causes of delay in project completion not covered by BRIP, such as those listed above, should be managed through the assessment of liquidated damages, payable by the General Contractor. 
In attempting to set liquidated damages at a level sufficient to recover costs due to a delay in opening, careful consideration should be given to the specified construction period, the time contingency allowance for CSU issues, the amount of liquidated damages, and the possible additional bid cost to cover assessed liquidated damages. If the construction time is shorter than the contractor is comfortable with, a contingency will be added to the bid price to cover anticipated liquidated damages. Set the amount of liquidated damages at the minimum amount to cover delay expenses. 

The best approach is to set a reasonable construction time, make no changes, manage the project for on-time completion, allow a contingency period in case the project finishes later than anticipated, and set the liquidated damages at a level that will defray most of the costs associated with finishing late, but not so high as to cause the contractor to add unnecessary protection to the bid price.
(continued onto page 2)
BRIP Delay in Construction Coverage Option

BRIP offers optional coverage for Loss of Rental Income resulting from a Covered Cause of Loss resulting in Direct Damage to the Covered Project.  The italicized terms have special meaning described as follows:

Loss of Rental Income:  Actual loss of Rental Income sustained resulting from a delayed opening (delay in completion) due to direct physical loss to the covered project.  Payment begins after a Deductible amounting to thirty (30) consecutive days from date of loss; i.e., any reduction of Rental Income during the first thirty (30) consecutive days following loss is not covered.

Covered Cause of Loss:  Fire, Lightning, Explosion, Windstorm or hail, smoke; Aircraft or vehicles; Riot or civil commotion; Vandalism; Sinkhole collapse; Falling objects; Weight of snow, ice, or sleet; Water Damage from a break or crack of any part containing water or steam; Theft; etc.
Direct Damage:  Direct Physical Loss to Covered Property from any Covered Cause of Loss.

Covered Project:  CSU building projects enrolled in BRIP while in the course of construction, reconstruction or renovation.

Each of the four elements described above is required to establish a covered claim for loss due to Delay in Construction.  Once triggered by the events described above, the policy pays for Loss of Rental Income up to the special policy limit for Loss of Rental Income.

Loss of Rental Income is payable in addition to the policy limits applicable for Direct Damage to the construction project itself.

This is a Summary of the policy terms, and is provided for information only.  It does not convey any rights upon the insur​ance nor alter its condition for coverage.  Please refer to the actual policy for full disclosure of the policy terms.

Further Questions
Please email or call Rob Leong at Alliant (rleong@alliantinsurance.com; 415-403-1441) or Barbara Nicholson at the Chancellor’s Office (bnicholson@calstste.edu; 562-951-4117) for any questions regarding this optional coverage or any other aspect of BRIP.
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