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Construction Claims Task Force First-Party Warranty Proposal - Part 1 & 2

Phase Il Proposal #1 First-Party Warranty Proposal

Part 1 - Two Year Warranty
Part 2 — Ten Year Structural Warranty with Optional Third Party Provider

December 20, 2006

At the November 28, 2006 meeting the Construction Claims Task Force moved to have staff clarify
specific areas of the mandated first party warranty for new residential structures and the ten year
structural warranty program. Following those directives, staff has revised the outline of the warranty
proposals to create a general document providing direction to the final/drafting of'the warranty
language.

Policy Statement: The Construction Claims Task Force, as directéd in House Bi eviewed the
possible impact of warranties on the filing of construction clai ommends that.a two year first-
party warranty be implemented in Oregon. In addition, a ten year-structur should be
established as a consumer protection which the contracto e on a first party basis or

The Construction Claims Task Force recommends that the
would provide for the following:

egislature adopt a statute that

General Warranty Requirement

Every builder of a new residential structure must provide<ad wri
years.

irst- party warranty for two

A separate structural defect warra
warranty may be provided on a fir:
purchased from a warranty provide

ould be provided for tery years. The structural defect
¢ontract by the builder; or on a separate warranty contract

Scope of the Warranty:

1. Warranty will appl dential stru

If damage-i$ discovered during the first year Construction Contractors Board (CCB) dispute
resolution process may be used.

2. If damage is discovered after the time frame for CCB dispute resolution action the process of
claim under ORS 701.560-701.600 would be required to institute a cause of action.

Damage Remedies Shall Include Attorney’s Fees for the Prevailing Party.
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Construction Claims Task Force General Liability Coverage Proposal

Phase Il Proposal #2: General Liability Coverage
December 20, 2006

At the September 19, 2006 meeting the Construction Claims Task Force moved to have staff
outline specific suggestions to amend required coverage under ORS 701.105 to include the requirement
for completed operations liability. In order to accomplish this action, a statutory change will be
required.

n a contractors license
vork 1s in progress. The
overage obtained by

Policy Statement: Oregon law requires general liability insurance in order to\obtai
in Oregon. The current law only requires that the insurance apply while the
Task Force has determined that better consumer protection would exist

the job is complete.

1. Requirement of Completed Operations Liability
Staff recommends that the current language und

of thelr current policy.




Construction Claims Task Force Wrap Project Limits Proposal

Phase Il Proposal #3 Wrap Project Limits Proposal
December 20, 2006

At the November 28, 2006 meeting the Construction Claims Task Force moved to have staff modify the
statutes pertaining to rating for group general liability policies, ORS 737.600.

Policy Statement: The Task Force determined that it is in the consumer’s intefest to assure that
contractors have access to general liability coverage when working on owner controlled or contractor
controlled building projects. Currently, wrap projects without workers’ compensation are primarily
written in the surplus lines market. Amending ORS 737.600(3) to re ctonliability from the
requirements of the fictitious group statute for group general liabili €Sy move certain

this section of the insurance code.

Amend ORS 737.600(3) to remove contractor li
statute for group general liability policies.




Construction Claims Task Force Loss Control Discounts Proposal

Phase Il Proposal #4 Voluntary Loss Control Discounts Proposal
December 20, 2006

At the September 19, 2006 meeting the Construction Claims Task Force moved to have staff outline
suggestions for a draft bulletin concerning voluntary loss control discounts. Proposed language for the
bulletin appears below.

Policy Statement: Since construction defect liability claims often emerge and settle several years after
project completion, there can be a significant time lag between the adoption of\best practices or other
efforts expected to reduce claims and the loss data showing the effect orts. \T'he purpose of this
bulletin is to encourage insurers to implement voluntary loss controt di s-in_theirrating plans for
contractors who adopt the recommendations of the Task Force ra ave insurers wait for the
claim experience to reflect the loss reduction measures.

Insurance Division Bulletin INS 2007-xx
To: All Insurers

Re: Loss Control discounts for construction confractors.

aintain data as required under ORS 737.230 to support and update
i expires or is withdrawn.




Construction Claims Task Force Data Reporting Requirements Proposal

Phase Il Proposal #5 Data Reporting Requirements Proposal
December 20, 2006

At the November 28, 2006 meeting the Construction Claims Task Force moved to have staff outline
suggestions for the Oregon Insurance Division to be given the authority to require a data call for
construction contractor liability insurance coverage.

ce recommendations,

Policy Statement: In order to review and monitor the effectiveness of the Tas
i an as needed basis.

the Insurance Division will develop a set of data items to be reported b

data reported should be
considered relative to the expected benefit, which the inf vill provide.

construction defect liability claims as well as-the effect on the availability and affordability of contractor
liability insurance.




