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...0r Passing the Buck
Through Contracts




What We'lll Cover

What IS risk

Wiy transter: risk
contractually,

lRAsUrance
lndemnification




What Is \WCIA?

Eermed in 1981 |
Interiecal Agency.

115 Members

' cities

Insurance Authority 4



What Is Risk?

Risk'Is the possibility
Of less




Evaluate the Risk

LOSS 1O YOUK PrOPENtY.

L0SS; o Income/Extra
EXPENSE

Bodily InjuRy: oFr preperty.
damage te others
Less to employees




Methods ofi Handling Risk

AVOIO
Reduce
Retain
lranstier




Why Transter Risks
Contractually?

\We are a municipality:and te; do eur joh
WE create as muchired tape as
possible.”




Why Tiranster Risks
Contractually?




Project Owner May: be Liakle
Even When Using a Contractor

Work Innerently: dangerous

HIRAG off an’ INCeOMPELERN CoNtIactor:
Negligence: in everall supervision: By GWRE:
Working| tegether negligence

Injured contractor's empleyee sues; GWner:

cities
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Key Factors Affecting
Contractual Risk Transfer

Control of the risk
Knowledge off risk
Legal imitations
Custemi and practice

'. Bargaining pesition
"‘“ﬁ g gp

“The big dog usually wins”

Uunknown
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Contractual Risk Transfer
Viethods

lRAsuUrance
Indemnification

3 A belt and SUISpPEnders
dppreach
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Insurance Regquirements

Reguirements sheuld include:

V/pPes anadi scope off Insurance
Insurance limits

Cerntificate off Insurance

Additional insured status

Requirements need flexibility
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WAL |

Insuranc

cities

Types of Insurance

Commerciall Generailt Lianiity
Auitenelrlies Liaility
Profiessienal Lianility,
Workers: Compensation
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_Insurance Limits - How
waal  Viuch to Reguire?

$1.,000,000 per oceurrence &
$2,000,000rn the agaregate: (minimum)
\V/aries, by exposure te) rsk

AgQg. limits may. be exhausted

Preject cost may: not correlate with' the
risk
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Outdated Insurance
lerminolegy.

Comprehensive general lianility
PUBIIC liabiity Insurance
Combined single limit for CGL

Bread form’ property damage
endersement

Croess-liability: endorsement

cities
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Builders Risk Insurance

Prejects

Property. insurance for facilities 1n the
“Ccourse: of construction’:

CoVers contractor and ewWner
EIther OWnREr oF contractor may: huy.
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Prefessional Service Agreements
s (Consultants)

n ),

i
I

E &O! Insurance: costs tee much, do'|
Rave te naver t?

Limitation off lianility, clatises

Consultant: ReW. reads; the Indemnity
BrOVISIGN
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E&O or no E&O?

Evaluate: the risk

Generally greater for licensed’ prefiessiens
WillFreliance: o thelr mistakes cost you?

Bargaining positien
Other consultants availanle

EiRancial strength
Quallfications ofi consultant

“You don’t get what you deserve, you get what you negotiate”
Dr. Karras
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Limitation: ofi Liability: Clauses

Wiy 2 IDisparity Between cost: o service
and petentral lianiity

TYPES:
s [Limited ter > of fee changed! or $ amount
s Limited te amount off Insurance

s EXxclude conseguential damages and Iost
profits
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Factors In Enferceability: of
Limitation ofi Lianility: Clauses

Bargainingl pesitions: and sophistication: of:
parties

Limitation must e clearly: definead
Description of rsks cevered
PUBIIC policy,

N
-.,.f§
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The Indemnification Clause

ey e - e

Pefenad
IRdemniiy

Hold
narmiess
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Indemnification for?

claims;..ansing out ef...

(4
(
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RCW 4,24, 115, Validity, of
lndemnification for
Construction...

Sele negligence: ofi Indemnitee
(City) cannot e transierred te
Indemniter (Contracter)

4. 78 W Indemnitor only responsible
A fior thelr ewnRrnegligence
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Waiver of Title 51

Walver o ImmuRity,
Muttally- negetiated

Contractors employees: nut i your
PrEMISES
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m Indemnification Clause
iKey: PoIRts

Examples i \WEITA manual
Attermey: should review.

Worthless, i contractor: financially;
URseund
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WAR |
nsuranc

cities

Questions?
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