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PRACTICE AREAS
• Facilities and Construction
• Business and Operations
• Real Estate and Land Development
• Purchasing and Contracts
• Technology and E-Rate
• Tax Incentive Agreements
• Eminent Domain



What are the goals of 
vendor insurance requirements?

Manage

Manage risk of damage to:

• The governmental entity’s 
property

• The vendor’s property

• The property of third parties

• Physical injuries or death

Ensure

Ensure financial coverage for:

• Personal injury or death your 
employees or third persons

• Personal injury or death to 
vendors

Mitigate

Mitigate the entity’s financial
damage resulting from:

• Negligent or wrongful acts and 
omissions of anyone involved 
with a contract

• Direct losses, financial losses, 
defense costs



Common Types of Insurance 
Required from Vendors

• General Liability/Commercial General Liability
• Covers losses to property and bodily injury/death caused by vendors

• Builder’s Risk
• Covers losses to construction site while work is in progress

• Professional Liability/Errors and Omissions
• Covers damages caused by negligence or malpractice by professionals or providers

• Workers Compensation
• Covers injuries to vendor employees in while performing contract 

• Auto
• Covers damage caused by vendors to property and bodily injury/death while using their 

owned or rented vehicles 
• Cyber-insurance

• Covers losses to governmental entity resulting from security breaches involving vendors



Key Terms

• Occurrence Limit – amount of coverage per incident
• Aggregate Limit – amount of coverage for all claims per policy period
• Sublimit – caps on coverage for certain types of losses
• Deductible/Retention – what the policyholder pays before coverage kicks in
• Exclusions – things the policy does not cover
• Endorsements – additional coverage purchased by the policy holder
• Additional Insured – another party who has the same status as the policyholder
• Loss Payee – the party entitled to the payment of proceeds for a loss
• Subrogation – the right of the carrier who pays the loss to seek reimbursement from another responsible party 

(or their insurance company)
• Umbrella Insurance - additional coverage for multiple categories to kick in if limits are exhausted



General Liability and
Commercial General Liability
• Coverage is typically “per occurrence,” meaning that the limit applies to each incident

• To be covered, the incident must have occurred during the policy term
• Example: You discover in 2021 that a contractor damaged an underground pipe in 

2018. The claim is made under the contractor’s 2018 policy.
• Coverage is limited to what remains under the aggregate limit for that policy year (claims paid 

to others under the 2018 policy period)
• Sub limits may apply (i.e., fire, medical payments, etc.)

• So even if a contractor is out of business; provided the carrier is still active, a claim is possible

• Does not cover breach of contract or bad performance; covers damage to persons or property
• Example: Delivery of defective product is not covered by GL insurance; but 

damage caused to your building while installing a product is covered
• Failure to preform may be covered by surety bonds
• Does not cover defective performance



Builder’s Risk
• Covers perils that damage the work,

equipment or tools during construction
(i.e., fire, named storm, theft, vandalism)

• Limits and deductibles are per occurrence
• Typically provided by the contractor; can be

provided by the owner
• Solicitation and contract documents should

clarify, so pricing can be included in
bids/proposals

• Deductibles, if used, typically charged as a
project cost in the absence of negligence by
contractor

• Replaced by owner’s property insurance upon
substantial completion



Professional Liability/Errors and 
Omissions

• Coverage typically applies on a “claims made” basis, meaning that the claim attaches 
to the policy in effect at the time a claim is made for the damages

• Important to require the vendor to renew and keep the policy in effect for the entire 
possible duration of the vendor’s services

• May be appropriate to require coverage for the vendor’s subconsultants
• Example: Claim for structural design defect on a construction project will first go 

through the Architect; the Architect may need to be able to tap into insurance of 
structural engineer in order to fully compensate Owner

• $1 million in coverage required by statute for outside construction program/project 
managers



Workers’ Compensation

• Workers compensation for private companies is not mandatory in Texas,
except for companies engaged in providing materials or labor to
a government construction project

• Vendors never coming to your site may seek a waiver

• Sole proprietors with no employees (not providing construction goods or
services) may seek a waiver

• Alternate Employer Endorsement: Covers the governmental entity
from worksite injury claims made by a worker under theory that the
governmental entity was a special or temporary employer



Cyber Insurance
• Types of vendors that might be requested to provide

• Access to or maintenance of sensitive data 
(financial, personnel, health, student/FERPA)

• Access to or maintenance of funds
• Access to or maintenance of control systems, 

functions and platforms

• May cover:
• Business interruption
• Costs to address and rectify breaches
• Costs to recover data and restore identities
• Ransom payments
• Stolen funds
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Common Vendor Questions

• Why do I need all of these coverages for my contract arrangement?

• Why do I (or my subs) need limits this high?

• Do I need these policies in place just to bid, or only if I win?

• Why won’t you agree to a waiver of subrogation?

• Understanding and flexibility will increase competition and keep costs down



Bid Bond - Guarantees that the contractor 
will execute a contract for the bid amount; 
compensates the Owner if going to the next 
bidder costs more

Payment Bond - Protects the District 
from claims for nonpayment of suppliers, 
and subcontractors

Performance Bond - Protects the 
District from financial losses arising from 
default, material breach, termination or 
abandonment 



Texas Gov’t
Code Ch. 2253

• Bid Bonds are permissible, not mandatory 
under Texas law unless using federal funds

• A Performance Bond is required for public 
works contract in excess of $100,000

• A Payment Bond is required for public works 
contract in excess of $25,000

• A governmental entity that fails to obtain 
statutorily required payment bond stands in 
the shoes of the surety



QUESTIONS?

Thank you for your time!


