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SECTION 2

Risk Drivers
and Your Business

Risk Drivers:
Classification of Causes

* Technical

Error and/or omission of a technical nature that
results in a loss prevention file or claim

* Non-technical

Breakdown in project management processes or
business practices that leads or contributes to a loss
prevention file or claim
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Top 4 Non-Technical Risk Drivers
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Percentage of Claims Affected
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Negotiation and Contract Issues

* A primary factor in
¢ 6% of claims count
* 13% of claims dollars

Negotiation and Contract Issues

B 38%-Unclear or inappropriate scope
®16%-No formal project evaluation
H12%-No contract before work started

8% - Lack of construction phase services
B 8% -Other

B 6% - Lack of mediation clause

5% -No contingency fund

¥ 3% -Deal Breakers in contract

2% -Client agreement not reviewed
by lawyer
2% -Field staff didn't have/understand

contract
B 1% -Client agreement not reviewed by
senior management

© 2012 X.L. America, Inc.. All rights reserved. | MAKE YOUR WORLD GO

L



Client Selection Issues

* A primary factor in
« 23% of claims count
* 18% of claims dollars

Client Selection Issues

H44% - Client inexperienced in
design issues

¥ 22% - Client has history of claims /
litigation

H17% - Client in Poor Financial Condition
7% - Client behind in fee payments

B 4% - Contractor selection

B 4% - No Formal Review of client
3% - Other

© 1% - Client not receptive to ADR
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Project Team Capabilities

* A primary factor in:
* 25% of claims count
* 34% of claims dollars

Project Team Capabilities

551%
"20%
"18%

4%
" 3%
" 2%

2%

1%

Inexperienced design staff
Inexperienced on-site staff
Inexperienced project manager
Other

Firm inexperienced in project type
Unqualified back-up staff

Outside firm's normal territory

Insufficient number of staff
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Communication Issues

* A primary factor in:
* 39% of claims count
* 29% of claims dollars

Communication Issues

B51% - Lack of procedure to identify
conflicts, errors and omissions

m17% - Projectissues and potential
disputes not handled correctly

m13% - Scope of services not explained
to client

9% - Lack of documentation re:
changes in scope, budget, etc.

B 6% - Project staff not aware of
responsibilities

B 3% - Other

1% - Regular progress reports regarding
changes not approved
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Technical Claims Statistics

Architect

Civil
Engineer

Comparative Claims Experience
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Architects and Engineers
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Who Sues A/Es?

66%
Praoject Owner
63%
Non-Contracting 2%
3rc Party 19%
Comtractor 10%
or Subcontractor 13%
% of Claims Count
L
Other I 9% of Claims Dollars

5%

0% 1G% 0% 30% 20%. S0% 0% 70%
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Types of Damages

Damage

Bodily Injury -
Other

&l Other

% of Claims Lount

Bodily Injury - % of Claims Dollars
Censtruction

i) 0% 20% 30% 40% 8% 60%

Claim Trigger

W49% - Design Error
mi6% - Construction Defect Detected
W 7% - Construction Budget Gverruns
5% - Bodily Injury -
Post Construction 3rd Party
W 5% - Construciion Schedule Delay
W 4% - E&O Alleged by Owner in
Response toSuit for Fees Owett
4% - Product Failure

W 3%- Unrelated 3rd Parky Action

7% - Other
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Frequency & Severity (by major category)

Infrastyuctare 16%

18%

Cammercial
General

Schools and
Universities

0% 5% 0% 15% 20% 25%

0%

35%
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Infrastructure Projects

Claim Trigger Elements Involved

* 40% E&O (lowest of all) * 15% Pavement / Curbs / Sidewalks
* 15% Construction Defect * 11% WWTP/Sewage

* 8% Bodily Injury — * 10% Surveying

3rd Party, Post-Construction
* 6% Storm Water

* 7% Bodily Injury — Construction

Commercial Projects (< 9 Stories)

Claim Trigger Element Involved
*49% E&O * 1% Other
* 13% Construction Defect *10% Walls
* 9% Bodily Injury — * 9% HVAC

3rd Party, Post-Construction
* 6% Foundation / Footings

* 6% Budget Overruns

* 6% Roofs
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School/University Projects

Claim Trigger

*51% E&O
* 14% Construction Defect
* 10% Budget Overruns

* 7%  Construction Delays

““

»

Elements Involved

*17% HVAC
* 14% Walls
* 9%  Roofs
* 4%  Floors

e 4% Storm Water

Residential Projects

Claim Trigger

*49% E&O
* 23% Construction Defect (highest)

* 7%  Suit for Fees
(nearly 2x overall)

* 5% Budget Overruns

Elements Involved

* 14% Foundation/Footing
* 9% Grading
* 9%  Surveying

* 8% Walls

* 5%  Beams/joists
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Architects
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ARCHITECTS
Who Sues Architects?

2%
Project Chwner
B3%
Non-Contracting b |
3rd Party 16%

Cantractor or
Subecontractor

0% 10% 20% 30% 40% 30% a0% 0% by
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ARCHITECTS
Types of Damages

49%
Ecenomicless
57%

39%
Property Damage
31%
Bodily Injury - 7%
Other 6%
3%
All Other
2%
% of Claims Count
Bodily Injury - 2% % of Claims Dallars
Construction 3%
0% 10% 20% 30% 40% 50% 60% 0%

ARCHITECTS
Claim Trigger

= 26% - Design Esror

m 15%- Constsuction Defect

u 9%-Construction Budget Overruns
B%.- Construction Schedule Delays

W 5%-Bodily Injury -

Poast-Construction, Ird party

W 5%-E&O Alleged by Qwnerin
Response to Suit for Fees
Owed

" 4%.-Product Failuse

n 8% Other
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ARCHITECTS
Frequency and Severity (by project type)

all 23%
9%

SchoolsfCelleges _—

Comm/ind L
<=9 Stories

2%
%
Retail/Malls s
%
a%

Single Family

N 1%
Residence

Condos 6%

0% 5% 10% 15% 20% 5% 30%

ARCHITECTS
Elements Most Often Involved

% of Claims Count

% of Claims Doliars
3
a%

5% 1056 L 28%. 250
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Civil Engineers

CIVIL ENGINEERS
Who Sues Civil Engineers?

61%
Project Owmer
46%

Non-Contracting %
3rd Party o

0% 103 8% 30% qU7% 50% oY 8%
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CIVIL ENGINEERS
Types of Damages

. 51%
Economit Loss
37%
38%
Propersty Damage 255
Bodily Injury - 5%
Other 8%,

Bodily Injury - 3%

Construction 5%
% of Claims Count
% of Claims Dollars

-
All Other
0.1%
0.0% 10.9% 20.0% 30.0% 40.05% S0.0% G0.0%

CIVIL ENGINEERS
Claim Trigger

W 49% - Design Error
m 17%- Construction Defect

B 7%- Construction Budgat
‘Qverruns

5% - E&T Alleged in Respante
o Suit for Fees

B 5%- Unrefoted 3rd Party Action

B 4%- Canstruction Scheduie
Delays

© 3%-Bi-Post-Const. 3rd Party

W 3%- B - Construetion

5%- Other
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CIVIL ENGINEERS
Frequency & Severity (by project type)

Roads/ 5%
. 0.1%
Righways 28%
105
Utilities 2%
Residential o X
Subdivisons 16%

WWTP

8%
13%
%
Comm/Ind 2% ™ % of Foes
<=9 Staries 3 e
f Claims Count
3%
5%
12%
0% 5% 1056

% of Claims Dollars

All Schools/
Coileges

15% 20% 25% 30%

CIVIL ENGINEERS
Elements Most Often Involved

17.7%
18.0%

Pavement

Grading 5%

%

- 1%
Surveying
14%

Storm Water
System 8%

0%

Sewage/
Wastewater %

Retaining Walls. m % of Claims Count
5%

8%

m\

% of Claims Dollars

%

0% 2% &% &% 8% 10% 12% 14% 165 18% 20%
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Mechanical/Electrical/Process Engineers

MEP ENGINEERS
Who Sues Mech/Elec/Proc Engineers?

17%
Project Owner
8i%

Non-Contracting
3rd Party 39

Contractor T
orSubcantractor 10%
% of Claims Count
6% % of Claims Dollars
Other
5%

0 0% 20% 30% 0% S0 60%: 0% 80% i
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MEP ENGINEERS
Types of Damages

Bodily Injury - a%
Other 0%
2%
Al Othes r
1%

Bodily Injury - |ﬂ‘-‘$’i
Construction  gog,

0% 14% 20% 30%

Economic 65%
Loss 62%
Property 28%,
Damage 37%

% of Claims Count

% of Claims Dollars

40%

50%  60% @ TO%

MEP ENGINEERS
Claim Trigger

W 62.2% - Design Esror

B 12 4%.- Construrtion Defect

6.0% - Praduct Failure

4.8% - Construetion Budget
Qverruns

4.8%- Construction Schedute
Delays

4.0%- Bodily Injury -
Past-Const. rd Party

6.0%- Othes
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MEP ENGINEERS
Frequency & Severity (by project type)

Comm/ind 1% 2%
<=8 5tories 11%
All Schools] 126 -
Colleges e
e mg r -
Systems a8
10%
urilities 3%
16%
9%
Hespitals 7%
13%
7%
Retail Malls 2%
0%
0% S 0% I5% 20% 25% 0% 35%

MEP ENGINEERS
Elements Most Often Involved

HVAC 5%
6a%
23%
Plumbing F o
%
5 4%
ul
Equipment .m

I 3%
Lighting !9& % of Claims Dollars

Drinking Water 3%
System 1%

% of Claims Count

0% 0% 20% 30% 40% 50% 60% 70%
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Structural Engineers
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STRUCTURAL ENGINEERS
Who Sues Structural Engineers?

52%
Project Owner
2%

Non-Contracting
3rd Party

15%
7%
13%
11%
10%
Other
10%

0% 10% 20% 30% 4%

Contractar
or Subcontractor

% of Claims Count

% of Claims Dollars

50% Bl 0% B80%
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STRUCTURAL ENGINEERS
Types of Damages

Propesty 50%
Danzage 55%
Economic 42%
Loss au%

Bodily Injury - 3%
Comstruction 3%

%% of Claims Count

Bodily Injury - 1%
Qther 1%

0% 10% 20% 30% £0% 50% 60%

Ty

STRUCTURAL ENGINEERS

/pes of Damages

W 38 1% Design Error
W 20.8%- Construction Defect
m 8.2%- Construction Budget
Dweriuns
4.8% - Building Collapse
B 4.8%- Canstruction Schedule
Delays
u 3.9%-Product Failure
2.2%- Badily Injury,
Construction

w 2.0%-QOther
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STRUCTURAL ENGINEERS
Frequency & Severity (by project type)

Commiflind 2% 22%
<=9 Stories 8%
9%
e | ——
32%

Parking 3%- a%
Garages | gge

Retailf 6%
nalls 2%,

% of Claims Dollars

0% 5%. 0% 15% 20% 25%, 30% 35%

40%

STRUCTURAL ENGINEERS
Elements Most Often Involved
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I
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Geotechnical Engineers

GEOTECHNICAL ENGINEERS

Non-Contracting 3%
37d Party 13%
Contractor 1%
ar Subcontractor &%
3%
Other
1%

0% 0% 20% 0 3% 40%

Who Sues Geotechnical Engineers?

Projert 6356
Owner s0%

% of Claims Count

50% B0% 0% 0%
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GEOTECHNICAL ENGINEERS
Types of Damages

Property 59%
Damage 87%

Economic 7%
Loss 13%

Bodily Injury - r 2%
¥

Constroction 56,

Bodity injury - I‘%

Other 0%
™
All Other
0%
0% 20% 40% 60% B0% 100%

GEOTECHNICAL ENGINEERS
Claim Trigger

W 45.7% - Design Error
N 31.8% - Construction Defect
B 7.0%-Building Collapse
3.9% - Construction Budget
Overruns

N 7.0%-Other

B 2.3%- Frivolous/No Merit

n 2.3%- Product Failure
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GEOTECHNICAL ENGINEERS
Frequency & Severity (by project type)

Comm/ind 122 8%
<=8 Stories 129

19%
Rn::sf: il
Highways e
11%
Residential S1%.
24%,
&l School: %
Cc;e::ss{ i
0%
Retail/ b
WMalls ¥
1%
a5
Utilities %
0%
% 3 2052 30%, B0 S0%. 0%

GEOTECHNICAL ENGINEERS
Elements Most Often Involved

4%
Foundation
a1

) 7%
Grading
5%
Retaining 6%
walls 21% Claims Count
5%
Pavement
12%

0% 0% 20% 30% 40%

50%
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Surveyors

SURVEYORS
Who Sues Surveyors?

Project i
Owner 7%
Non-Contracting %
2rd Party 5o

Contractar s
@r Subcontractor

-
Qther

G0% 100% 200% 300% 400% 500% 6O0% TWO% 800% 200%
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SURVEYORS
Types of Damages

Economic 6§19
Loss S0%

3%
All Other
0.2%

Bodily Injury - =
Construction 3%

Badily Injury - l 2%
Other 2%

0% W% 0% 0% 40%% 0% 60% 0%

SURVEYORS
Claim Trigger

B 76.9% - Design Error
B 9.9%- Comstruction Defect

W 4.3%- Cemstruction Budget
COverruns

2.6%- Bodily Injury -
Post-Const. 3rd Party

B 1.7%- Censtruction Schedule
Delays.

m 1.7%-E&D Allegadin Response
o Swit for Fees

= 3.4%- Other
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SURVEYORS
Frequency & Severity (by project type)

Residential 19%
Subdivisons 4%
9%

Roads/ — 16%
Highways 6%
Comm/ind o 13%
<=9 Stories 3%
laims Count

10% laims Dollars
Utifities 2%
0.3%
. 6%
Retail Malls
28%
3%
23%
2%
2%

Single Family

1%
Residence 10%
12%
10%

Condos l
0%

20% 30% 40% 50%

SURVEYORS
Elements Most Often Involved

54%
Surveying
52%

8%
Grading
8o
Faundation % of Claims Count
8%
% of Claims Dollars
2%
Pavement
4%
DG 0% 20% 30% 40% S0 &0
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Design Professional

The information contained herein is intended for informational purposes only and does not . . ) )
constitute legal advice. For legal advice, seek the services of a competent attorney. Any Published by the Design Professional unit of XL Group
descriptions of insurance provisions are general overviews only. THE INSURANCE POLICIES, 30 Ragsdale Drive, Suite 201, Monterey, CA 93940

NOT THIS DOCUMENT, FORM THE CONTRACT BETWEEN THE INSURED AND THE

INSURANCE COMPANY. The policies contain limits, exclusions and conditions that are not listed
in this document. All coverages are subject to individual underwriting judgments and to state 8002278533 e xldp.com
legal requirements.

Coverages are underwritten by the following XL Group plc insurance companies: Greenwich Insurance Company, Indian Harbor Insurance Company, XL Specialty Insurance Company,
and XL Insurance Company Limited—Canadian Branch. Coverages not available in all jurisdictions.

. . L. s
© 2012 X.L. America, Inc. All rights reserved. X is a trademark of XL Group ple companies



