|dentifying exposures is the first step to
managing environmental risk.

ver the past 10 years, a growing number of
construction firms have started to realize
that environmental exposures exist in many
typical construction activities, regardless of the type
of work performed. Environmental exposures, when
left unmanaged, can easily threaten the life of any

organization. While more contractorsareacknowledg-
ing this reality, few are actually acting upon it while
truly attempting to manage the risk.

With the developmentofenvironmental insurance
over the past 10 years, many contractors have looked
at environmental insurance as a method of managing
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environmental risk, when in reality it should only
be considered a financing or funding option in the
event of a loss. In addition, only a few contractors
have actually taken the time to rnethodically plan out
their environmental risk management strategies, let
alone successfully executing the tactics when adverse
circumstances arise. For those that have not initiated
the process, the first step in developing risk manage-
ment strategies is identifying eXposures.

Whetherit's exacerbating existing petroleum hydrocar-
bon contamination in soil at a jobsite or applying too
much of a curing compound that contains a volatile
organic compound like xylene, environmental expo-
sures can easily threaten the life of any organization.
Using an environmental risk profile (ERP) is a simple
way to identify environmental exposures, explore a
firm’s risk management options and adopt effective
environmental risk management strategies.

An ERP can be defined in many ways. One defini-
tionisrather simple—an ERP is “astructured manage-
ment tool for identifying the various environmental
exposures associated with a contractor’s operation
and establishing techniques to manage, reduce or
eliminate such exposure.” Like many risk profiles, it
encompasses a review of the organization’s operations
with a focus on administrative strategies/protocol
for reducing or managing particular risks. Based on
an organization and its exposure to environmental
liability, it can be as comprehensive as a textbook or
as simple as a spreadsheet.

An essential step in the risk management process
includes identifying risk. However, even before this
oceurs, it is wise for a firm to develop an objective that
motivates the organization to incorporate environ-
mental risk management into virtually every facer of
its business operations. This will also help ensure the
development of an effective ERD. Once the objective
is established, an exposure analysis is conducted that
identifies specific environmental risks. Four majorareas
of concern in construction operations are:

¢ Jobsite operations

* Owned or leased properties

e Transportation

* Disposal liability

Once complete, each category can then be broken
down into specific risks that expose employees and/or
expose the firm to environmental liability. Forexample,
consider the following partial list of exposures related to
a typical heavy highway or street/road contracror:

* Disturbing naturally occurring environmental
hazards like asbestos mercury, lead, arsenic, silica,
raden and so forth.

* Release of oils/fuels in tanks at a jobsite as a result
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Korean Business District

Named Green Pilot Project

The New Songdo City International Business Disfrict in
South Korea being developed by New York’s Gale Inter-
national has been accepted as a pilot project by the U.S.
Green Building Council for its LEED for Neighborhood
Development pilot program, the first rating system for
neighborhood design.

The LEED for Neighborhood Development rating
system for green urbanism will be a tool to help plan-
ners and developers create communities that not only
protect the environment, but also address important
public health issues. Songdo International Business
District will play a pioneering role in helping to set this
standard for sustainable urban planning and smart
growth based on criteria such as density, proximity to
transit, environmental preservation, mixed housing type
and pedestrian-friendly design.

Songdo International Business District (IBD) is un-
usual in that it is seeking LEED certification for an entire
city. By its very design Songdo will be an environmental
standout not only in Asia, where many urban areas
are in a state of environmental crisis, but the world,
according to a press release from the USGBC. Songdo
is one of only three LEED for Neighborhood Develop-
ments projects in Asia (two much smaller projects are
in China), and one of only five outside the United States
and Canada. Indeed, Songdo IBD is by far the largest
project outside North America to be included in the 18-
month pilot program.

GaleInternationalis aninternational real estate invest-
ment and development company with headquarters in
New York and offices in Boston: Irvine, Calif.; Seoul and
New Songdo City, South Korea. Gale began constructing
the $25 billion, 1,500-acre Songdo International Business
District in 2004 in a 70/30 joint venture partnership with
POSCO E&C. It is estimated that when completed in
2014, Songdo will be home to 65,000 people and that
300,000 people will work there. Songdo is located along
the coast of Incheon, 35 miles southwest of Seoul, and
will be linked directly to Incheon International Airport
by a 7.4 mile highway bridge.

Songdo IBD's participation in the LEED for Neigh-
borhood Developments pilot is being overseen by YRG
Sustainability Consultants. Whitman Strategy Group,
Gale International’s primary environmental advisor,
and Terrapin Bright Green are also key contributors
to the initiative. In addition Gale International intends
to work closely with the recently formed Korea Green
Building Council.

Long-term sustainability and the minimization of the
city’s carbon footprint have been considered in every
design and engineering decision by master-plan architect
Kohn Pedersen Fox Associates PC, and chief engineers
Arup and Cosentini Associates.
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.S. Green Building Council
Hits Membership Milestone

The U.S. Green Building Council (USGBC) has wel-
comed its 10,000th member company.

“This achievement is a significant milestone in
the growth and development of the green building
movement because it demonstrates a broad convic-
tion that our builtenvironmentcanimprove the health
of our planet, our economy, and our communities,”
says Rick Fedrizzi, President, CEQ and founding chair
of the organization.

“At all levels, our members—their vision for a
sustainable built environment, their knowledge of
building science and practice, and their commitment
to results—are why the green building movement
has grown exponentially in the last decade and a
half,” he continues. “Thousands of volunteers have
contributed tens of thousands of hours to the devel-
opment of the LEED green building rating system;
chapter leaders all over the country are making
transformation happen at the local level; and all of
our members are raising the bar for their colleagues
throughout the industry.”

Today, the green building industry is worth about
$12 hillion, whereas a decade ago it was negligible,
according to a press release from the USGBC. The
USGBC was founded in 1993.

More information is available at www.usgbc.org.

owned orleased properties, transportationand disposal
processes to comprehensively study the exposures the
firm faces.
s i 4
When it comes to managing risk, education is a key
factor. Do employees understand the exposures? Do
they understand how they can be exposed to toxic sub-
stances or hazardous conditions? Do they understand
what liability the company assumes when it exposes
third parties to hazardous or toxic conditions?
Every field person can’t be an cnvironmental
expert but they should be able to identify potential
risks and understand the response techniques. As part
of the ERE, they should also have responsibility at
some level for ensuring education occurs within the
wortldorce and management techniques are executed
at the proper times.
At this point in the process an organization can
complete the environmental risk prefile by identify-
ing various techniques available to them and their
employees for managing environmental risk. Some
may consist of the following:

¢ Contract Language. From owner disclosure
statements that help contractors identify if any
pre-existing environmental conditions exist to
environmental indemnification clauses, the use
of such clauses will help the contractor minimize
theirrisk. Also, pre-existing contaminations clauses
can be developed to transfer liability back to the
owner if a contractor is tied into the exacerbation
of pre-existing environmental conditions.

¢ Soil or fill acceptance procedures. From simple
visual inspections and documentations of the soil
entering and leaving the site to requesting sample
analysis of the material, contractors can minimize
their exposure to spreading contaminated soil onto
a “clean” site. Also, asking to have the deliverer of
the soil identify its origin is always an easy and cost
effective way to identify potential problems.

¢ Environmental data searches. There is an abun-
dance of informartion on the Internet that can help
contracrors identify environmental conditions.
A five minute search may tell you that the next
project you are bidding on was or is a Superfund
site, or had leaking underground storage tanks.
While it may not prevent anyone from bidding,
knowing this changes the risk profile of the sire
and therefore changes how you will bid and work
the project. That is prudent risk management.

= Relationships. Partner with or develop a relation-
shipwithan environmental firm, law firm, consulc-
ing firm or remediation firm. The education such
can provide may be critical.
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Administrative pro-
tocol. This ties back
into education and
addresses response
procedures in the
event a crisis situa-
tion arises. Creation
of mold preven-
tion and response
programs and en-
vironmental man-
agement programs
are good examples.
Each document will
help the organi-
zation understand
whart should be the
response should an
environmental situ-
ation arise.

* Subcontractor management. What subcontrac-
tor requirements are in place? Is environmental
insurance required of them? Is there a qualification

process? If they are hired to abate mold, who quali-
fies them? All these questions need to be answered
and documented to allow the organization to
understand how exposures from subcontractors
are managed.

There are many more risk management techniques that
can be developed by each specific construction firm.
Any single technique will never be the golden arrow
that protectsan organization from environmental risk;
rather, it is a combination of all and more. However,
planning and the proper execution of that plan when
adverse situations arise can actually lead to continued
proﬁtabi]ity for the organization. C&DR

Jeff Slivka is senior vice president of New Day Un-
derwriting Managers in Bordentown, N.j. New Day
is a specialty intermediarvy for insurance agents and
brokers with expertise in environmental insurance,
environmental risk management and construction
related professional liability, He can be reached
at (609) 298-3516 ext. 102 or via e-mail at jeff.
stivka@newdayunderwriting com.
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