California Specialty Contractor’s Package Program

Manifestation & the occurrence Policy

The event that triggers coverage under an occurrence policy is bodily injury or property damage that occurs during the policy period.  In the commercial general liability coverage from, the portion of the insuring agreement that expresses the trigger is as follows:

We will pay those sums that insured becomes legally obligated to pay as damages because of Bodily Injury or Property Damage to which this insurance applies, caused by an occurrence.  This insurances applies only to injury which occurs during the policy period.

An occurrence is defined as an accident, including continuous or repeated exposure to substantially the same general harmful condition.

In the majority of incidents covered by Liability Insurance, any resulting Bodily Injury or Property Damage is apparent at the time of the accident or shortly thereafter, so there is no real question as to when the injury or damage occurred.

Consequently, there is not likely to be any dispute as to which policy – this year’s or last year’s – applies to the claim.  In other types of claims, however, determining when the loss or damage occurred as proven to be much more complicated.  In latent injury or pollution cases, claims may not be made until the injury or damage manifests itself, often many years after the initial exposure to the conditions causing the injury.

Losses arising out of the contracting business have similar complex issues and almost all of them center on the claim of defective workmanship.  Determining when the loss occurred can be difficult if it is contended that the building was continuously deteriorating since it was built.  One approach to locking in the occurrence is to re-define when the loss or damage occurs.  Our form says:

This insurance applies to injury or damage that first manifests during our policy period.  It does not apply to damage that is continuous or progressively deteriorating and first manifests prior to effective date of our policy.

Damage to injury is manifest when it is diagnosed or apparent to any person.

The reason it is important to clearly identify exactly when the loss occurred is to fix whose policy must responds.  If several Companies provided coverage during the continuously deteriorating even t, and no clear determination is made as to when the damage occurred.  All policies must respond to the claim.

It is necessary for a liability insurance policy to state what must happen during that policy period in order to trigger coverage.  The usual alternatives are coverage for events that occur during the policy period and the coverage for claims made during the policy period.
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