Pollution Occurrency Insurance Policy Frequently Asked Questions 

What are the basic limits of coverage? 

The policy has three basic limits - $500,000 per occurrence; $500,000 aggregate for the policy term; and $2,500 deductible per occurrence. Any of these limits can be raised. If the occurrence and aggregate limits are increased, the premium will increase. If the deductible is increased, the premium may decrease depending on the policy coverage amount. 

Are these limits of coverage adequate? 

The issue of limits of coverage is very perplexing. The amount of coverage is one feature of a policy that dictates premium amounts. Levels of coverage can be increased and the premium will reflect that increase as well. On the application, there is an option to have higher limits set on individual policies. One of the main discussion points during negotiations was that WAP's exposure is so limited and our time spent in a home so short, and the scope of our work so directed to non-invasive activities, that large limits would not be useful or practical. If WAP was performing kitchen and bathroom demolition, removing walls, ceilings and floors, or other remodeling activities, these levels would not be adequate. Our exposure and liability would increase dramatically and our limits would also need to increase accordingly. If local agencies or contractors are uncomfortable with these lower limits, it is strongly recommended that they request highter ones on the application. 

Does the limit of coverage include legal fees? 

The "defense fund" is inside the aggregate for the policy. Any agency may purchase "First Dollar" coverage; however, this was not negotiated as part of this produce and would have an additional cost to the agency. 

Who is responsible for paying the deductible? 

The Retention Fund, or deductible amount, is usually a cost paid by the insured party. Using WAP funds to pay for the deductible may be allowed, especially in lieu of A-122 text regarding costs that states: 

"Reasonable costs. A cost is reasonable if, in its nature or amount, it does not exceed that which would be incurred by a prudent person under the circumstances prevailing at the time the decision was made to incur the costs. The question of the reasonableness of specific costs must be scrutinized with particular care in connection with organizations or separate divisions therof which receive the preponderance of their support from the awards made by Federal agencies. In determining the reasonableness of given cost, consideration shall be given to: 

1. Whether the cost is of a type generally recognized as ordinary and necessary for the operation of the organization of the performance of the award. 

2. The restraints or requirements imposed by such factors as generally accepted sound business practices, arms length bargaining, Federal and State laws and regulations, and terms and conditons of the award. 

3. Whether the individuals concerned acted with prudence in the circumstances, considering their responsibilities to the organization, its memebers, employees, and clients, the public at large, and the Federal Government. 

DOE will have to rule on whether deductibles are an allowed expense and under which line item should these payments be recorded. 

What will the policy cost? 

The cost will depend on the volume of work being performed by the local agency or contractor. The cost is based on a minimum amount (believed to be approximately $1,500). Additional premium costs are added based on volume of work. The actual premium amounts will be determined through the underwriting process of the insurance company. 

Who is offering this policy? 

Since insurance cannot be directly purchased from carriers, this policy can be purchased through BC Environmental Brokers, Inc., in El Dorado Hills, CA. 

Will this policy cover all WAP activity? 

Yes. This policy covers all weatherization activity regardless of the funding source. 

Will the policy cover rehabilitation work performed by the crew or contractor? 

No. This policy covers only WAP related work being performed under an agreement with a funding source to perform such work on their behalf. 

Is this lead paint insurance? 

No. We opted for POI rather than lead insurance because of the type of work being performed in WAP. It is not the intent of the crews performing Weatherization to identify or disturb surfaces that may contain lead-based paint. In fact, our crews are trained to handle these situations in a safe manner to reduce or eliminate any lead dust distribution. Lead insurance is for those companies doing demolition or rehabilitation work where surface disturbance is unavoidable. Personnel performing this type of work must have lead technician, supervision, and/or risk assessment training and certification. And of course, the premium cost for these policies is extremely high - $10,000 to $20,000. 

Is this a "claims made" or an "occurrence" policy? 

An occurrency policy state that any legitimate claim brought against the insured will be honored at any time provided the work occurred during the time when the policy was in effect. These policies are more expensive since reserves must be held by the company to cover any future losses from future claims. Claims made policies allow for claims to be paid during the current year rather than holding reserves for each year of past coverage. These policies are usually less expensive; however, when terminated, the subsequent company may require an additional premium to cover possible current year claims from previous year's work. This POI coverage is offered in a "claims made" form. 

How do I calculate the volume of work? 

The volume of WAP work is determined by your contract. It should reflect those dollars that are directly attributed to the work being performed and should exclude administration, technical assistance, or other funds earmarked for services other than direct material application on homes. Energy audit activity and quality control inspections may be excluded, depending on the nature of the protocols practiced on site by assigned personnel. 

Should private contractors purchase their own policy? 

This is an ongoing debate that must be settled locally. Many local agencies using private contractors to perform WAP services will pass all liability requirements to these companies, thereby protecting the agency from any liability claims. This means that each contractor will purchase a POI policy. Unfortunately, this also means that several minimum premium payments will be made. There are some local agencies who may be willing to accept the liability of their contractors and purchase the policy tehmselves. The cost of the insurance is dramatically reduced since only one minimum premium payment is made but the exposure for the agency is increased. It could mean that any mistakes made by the contractor in the area of pollution control becomes the responsibility of the local agency. Each agency should get a legal opinion regarding the best course to take implementing POI coverage. 

Does the policy cover mold and mildew? 

No. Mold and mildew is excluded from the policy. It can be included; however, it could double the cost of the policy. Since it is not a requirement of the WAP as yet, it was eliminated from negotiations. 

Where can I get the policy? 

An application for POI coverage is available on this Web site. The application can be downloaded in Microsoft Word and should be completed and submitted directly to BC Environmental, along with any required support documentation. If you need a copy sent to you direct, please email NASCP at radams@sso.org and one will be sent to you in a format you can use. The policy premium and certificate issuance will be sent to you from BC Environmental. 

