
Candidate for Subcontractor Default Insurance? 

 

Is your general contracting company or significant project (yes, project-specific policies are available) a 
good candidate for Subcontractor Default Insurance “SDI?”  The following questions will help guide you: 

1.  Can we commit to enough volume?  SDI policies are large deductible insurance programs that 
require minimum annual commitments of $50 million (some SDI insurers require $100 million 
annual minimum) in sub cost enrollments in order for the financial metrics to work.  Typically, 
programs run for an initial period of 2-3 years.  For project-specific policies, $50 million in 
subcontractor cost enrollments is also the minimum starting point. 

2. Can the costs be absorbed by the project owner(s)?  These policies are paid for through project 
funds and GC’s must have the ability to get the owner to agree to fund this coverage.  
Depending on volume commitments the premium can be anywhere from .7% - 1.3% of sub 
costs.  The funding commitment usually becomes the biggest hurdle for most looking at this 
coverage. 

3. Are we willing to do the prequalification work?   SDI policies require that the GC perform the 
prequalification analysis and sub enrollments, although there are options to outsource this task.  
The GC must be willing dedicate the time, energy and costs around the administration of the SDI 
program, once the approval parameters are defined. 

Should the answers to these basic questions lead to the next step, it is time to get into the details.  The 
underwriting process includes an assembly and review of information of all areas of your operation.  
Expect an extensive interview process by the underwriting team as a final piece of the qualification 
process.  The market for this product is limited, with 4 insurers offering this coverage.   

A well-managed SDI program can be a positive risk-mitigation tool for GC’s that meet the criteria and 
commit to the process.  Keep in mind that losses, especially early in the policy period can require the GC 
to come out of pocket, so proper qualification of subcontractors is critical.  However, a successful SDI 
program over time can become an independent profit center and pay healthy dividends to the GC. 

Want to learn more?  Contact Bill Reidinger, Assurance Agency’s lead representative with CFMA’s 
Chicago Chapter. 


