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Georgetown University

School of Continuing Studies

Master of Professional Studies in Real Estate Program

740-01: 

Real Estate and Environmental Risk Management & Insurance
Syllabus:  Spring 2010

Schedule Overview:  All classes taught Tuesday evenings, 7:50 – 9:50 p.m., on the following dates:

 
Jan. 19 (Joint Session, overview)


Jan. 26, Feb. 2, 9, 16, and 23 (Section 1, first four classes, followed by mid-term)


March 2, 16, 23, and 30; April 6 and 13 (Section 2, individual classes)


April 20 (Section 1, last individual session)


April 27: (Joint Class)


May 8 (Saturday):  (Final exam, or due date for paper)

(Note:  No class on March 9 … Spring Break)
Location:  Walsh 390

Instructors:  

Section 1:  Linwood Tucker

(TuckerL@usa.redcross.org)

202/303-8023 (work)

Section 2:  Michael Hill

(mhill@hillkehne.com)

202/558-2100 (work)

Mr. Tucker has worked for over 20 years in the Risk Management office of the national headquarters of the American Red Cross (a $3.3 billion, global multi-faceted not for profit humanitarian and Biomedical organization) addressing complex risk management and insurance issues in all types of commercial real estate transactions in support of approximately 800 Red Cross operating units across the US.    

Mr. Hill is an environmental attorney and insurance broker, having served as a Trial Attorney at the U.S. Dept. of Justice and partner in private practice, as Chairman of the Environmental Practice at Marsh & McLennan (world’s largest insurance broker), and Founder and Principal of Hill & Kehne, a combined law firm and insurance brokerage with a broad range of private and public entity clients whose business or other responsibilities often involve contaminated properties. 

Both instructors will be available during the workday to answer questions, or at the least, to arrange a time to discuss an issue/question.  If you e-mail and do not hear back within a day, please call.

Course Overview:  This course is broken up into two sections:

· The first section, taught primarily by Linwood Tucker, will examine general risk management principles and the types of casualty and property insurance related to the fortuitous/operational risks of various types commercial real estate transactions and construction.  Fortuitous/operational risks are those risks of property damage or destruction, as well as injury to persons, and failure of a party to perform that may affect the viability and profitability of the transaction and must be borne and funded by one or more of the parties to the transaction. The goal of this course is to create knowledge and awareness of commercial real estate risk management methods and the types of insurance products and mechanisms commonly used to fund the operational risks of commercial real estate.  The student will learn basic risk management tools and methodologies used in commercial real estate and how the risks of commercial real estate may be managed, financed, mitigated, shifted or avoided.

· The second section will be taught primarily by Michael Hill, but with one guest lecturer (editor of the course textbook).  Section 2 will focus on environmental risks as they relate to property, including regulatory and “tort” risks, and business opportunities related to those risks.  The course will address, for example, issues that businesses encounter when they are buying or selling contaminated or potentially contaminated properties.    It will also address how, when a party knows that it has to clean up properties, it can reduce risks related to (and oftentimes also lower) cleanup costs.  It will examine contractual provisions, insurance products, and regulatory steps that can be taken to reduce risks.  Finally, it will examine business opportunities as relates to contaminated properties. 

Course Materials: 

Section 1:  Risk Management Essentials, 1st edition, by The National Alliance Research Academy, available by mail order from the Risk and Insurance Management Society, New York, NY http://www.rims.org/resources/Pages/RIMSTORE.aspx
In early December 2009 the price was $55.00 plus $14.00 for standard shipping.

Section 2:  Environmental Aspects of Real Estate and Commercial Transactions: From Brownfields to Green Buildings, 3rd edition, published by the American Bar Association, edited by James B. Witkin.  Available from (and described on) the ABA’s website (at http://www.abanet.org/abastore/index.cfm?section=main&fm=Product.AddToCart&pid=5350107.  Although the published price is $180, the ABA will give a student discount of $74.95 (plus $7.95 shipping and $4.31 DC sales tax).  To obtain the discount, please call the ABA’s Ameila Stone at Amelia Stone, 312/988-6085 after Dec. 28.  

For both Sections, additional readings will be made available, mostly in the form of articles. 
Class-by-Class Descriptions
Jan. 19: Introduction to Sections 1 and 2  
· Introductions of instructors and students
· Course Administrative Issues 

· Outline of the course and its two sections

Section 1 begins: 
Jan. 26, Sec. 1.1:  This class will examine risk management concepts and methods of risk transfer.  It will cover why risk management is important in all types of commercial real estate transactions, how it is practiced and by whom.  The different perspectives on risk management of all the parties in a real estate transaction (developer, general contractor, subcontractor, owner, buyer, seller, landlord, tenant and third parties) will be covered as well as the types of conflicts that may arise between these parties in their own risk management practices and how those conflicts are resolved.  We will commence covering the various types of insurance that are common to various types of commercial real estate transactions and:
Why insurance is important to:

· a developer

· a general contractor

· a subcontractor

· an owner

· a landlord

· a tenant

· a bank/mortgagor

· a buyer

· a seller

Feb. 2, Sec. 1.2:  This class will continue to address insurance, covering the basics of the various types of insurance policies that are specific to commercial real estate and construction, what they cover, why they are needed and the terms and conditions that are important for each and why they are important:

· Builders Risk/Property insurance

· General Liability insurance

· Professional Liability insurance for design parties (A&E and project managers)

· Auto Liability insurance

· Workers Compensation insurance                                                                                                                             
Feb. 9, Sec. 1.3:   This class will cover various methods to insure the risks of construction, leases and other commercial real estate activities and the benefits and pitfalls of each

· Commercial Insurance
· Reinsurance concept
· Captive insurers
· ‘Pure’ self insurance (off the bottom line)

· Wrap ups

· Subcontractor insurance 

· Additional insured status

· Loss payee

· Primary & non contributory clause

· Endorsements

· Waivers of subrogation

Performance and payment bonds
Feb. 16, Sec. 1.4:  This class will examine contractual risk transfer methods used in commercial real estate transactions such as:
· Indemnifications

· Insurance provisions

· Limitations of Liability

· Scope of works/specification of the parties’ responsibilities

· “Flow down” requirements of subs

· Real estate purchase/sale transactions and their risk management issues.

· Risk management issues of real estate in mergers/acquisitions/asset purchase deals and joint ventures.

Feb. 23 (Midterm exam, on Section 1 only):  Discussion of how each area of risk and insurance discussed impacts each party to a real estate transactions and the perspectives of each of that impact.  

Section 2 begins:

March 2, Sec. 2.1:  Introduction to Environmental Law as Relates to Real Estate:  We will look at the various ways in which persons or businesses might become liable for environmental liabilities associated with real estate.  The term “Potentially Responsible Parties” (or “PRPs”) is often used to describe this group, and it can encompass owners (current and former), tenants and operators (again, current and former), as well as persons who sent hazardous substances to a site (there persons are knows as “generators”) and persons who carried others’ hazardous substances to a site (these persons are often called “transporters”).  Banks can also become liable for properties on which they provide loans.  Municipalities and other governmental entities may also become PRPs.  

This class will look at the statutes and “common law” (basically, court-created law) through which one might become liable for environmental costs.  

March 9 (no class … Spring Break)
March 16, Sec. 2.2:  Environmental Insurance:  We will look at the various forms of environmental insurance that are available.  These include products for costs that a property owner or other potentially responsible party (“PRP”) does not know it must incur, and also for costs that a PRP knows it must incur but wants to contain or reduce.  Unlike the vast majority of other insurance products, environmental insurance policies are not subject to review by State Insurance Commissioners or other regulatory officials, either as to their rates (prices) or their terms.  So particular care must be applied in buying them.  Moreover, environmental insurance policies are generally not “guaranteed” by State guaranty funds, so particular care must be taken to ensure that the insurer will remain solvent over the expected life of the policy (and beyond).  
March 23, Sec. 2.2:  Environmental Contracting:  This evening, we will look at various contact forms by which one may assume (or ask others to assume) environmental liabilities.  We will look at provisions in Purchase and Sale Agreements (“PSAs”), in cleanup contracts, and in other contracts.  Different ways of incentivizing the other party(ies) to meet contractual obligations will be explored, including means by which parties may achieve business advantages.
March 30, Sec. 2.2:  Regulatory Interactions and Opportunities:  This evening will look at ways through which one can work with regulators do address environmental problems or risks.  Tools such as “Prospective Purchaser Agreements” or “Prospective Lessee Agreements” – through which persons who are about to buy property limit their overall obligations, typically in return for assuming certain obligations voluntarily, will be explores.  Opportunities for and advantages of “Green Building” will be explored. 

April 6, Sec. 2.5:  Guest Lecturer (Jim Witkin):  This session will be led by Jim Witkin, the author of the course text and a nationally-renowned environmental attorney with specific expertise as relates to real estate. 

April 13, Sec. 2.6:  Catch-Up, Explore, and Brainstorm:  This session will provide a “catch up” on the earlier sessions, an expansion into topics that arose during the earlier sessions, and “brainstorming” into areas where the course has led us or where the class would like to take it.  Depending on class size, portions of this class may be led by various students with either the expertise or simply the enthusiasm to take on a topic and outline it for discussion.  Students who elected to write a paper (in lieu of the Section 2 final exam) may wish to discuss the subject of their paper.

April 20, Sec. 1.6 (Return to Section 1—last Section 1 class):  Review of what was covered in Sec. 1 Jan. 26 through Feb. 23.  This class will also cover what is called “The Cost of Risk”

· What is it?

· What are its components?

· How is it handled/financed?

· Who pays it?

· How can it impact the various parties involved in commercial real estate and the various types of commercial real estate transactions?

Loss control/safety will be touched on as an issue in construction
April 27, Section 1 & 2 Final Joint Class:  Overviews of both course Sections; discussion of exam, etc. 

May 8:  Final Exam (and due date for final papers, for students electing to write a paper in lieu of taking the Section 2 portion of the exam).

Miscellaneous Administrative Matters:
Grading:  Grading will be an average of Section 1 and 2 performance, weighted as follows: 

Section 1:  

(1) Midterm exam:  40% 

(2) Participation in class discussions:  20% 

(3) Final exam: 40%

Section 2:  

(1) Participation in class discussions: 40% 

(2) Final exam or paper: 60%

Attendance:  As each class builds on the information learned in the previous class session, and Section 2 builds on information learned in Section 1, students are expected to attend every class and arrive on time.  Missing more than two classes will result in a final grade reduction of one level.  Special circumstances should be discussed with the applicable instructor ahead of time.

Work Submitted and Presented:  Assignments are expected to be of high quality and submitted in the correct format.  Assignments will be considered for content, writing, and professional appearance.  All written work is to be typed, double-spaced, with a 12-point font and 1-inch margins.  Assignments should be e-mailed to the applicable instructor prior to the start of class on the day due and a hard copy turned into the instructor at the beginning of class.  If you miss a class, you must still turn in assignments on time.  Extenuating circumstances should be discussed with the instructor ahead of time to receive consideration.

Assigned Reading: There will be reading assignments weekly. It is critical that all reading assignments be completed on time as each week’s lesson will integrate the content from the reading; active participation in classroom discussion, including reference to the reading assignment, is expected from every student.

Ethics Statement:  As signatories to the Georgetown University Honor Pledge, and indeed as good scholars and citizens you are expected to uphold academic honesty in all aspects of this course.  You are expected to be familiar with the letter and spirit of the Standards of Conduct outlined in the Georgetown Honor System and on the Honor Council website.  As faculty, we too are obligated to uphold the Honor System and report all suspected cases of academic dishonesty.  For more information, please visit: http://gervaseprograms.georgetown.edu.he/index/html.


Honor System:  Students are expected to abide by the Georgetown University Honor System.  If you have not already done so, please familiarize yourself with the material and information posted on the Honor Council’s website: http://gervaseprograms.georgetown.edu.he/index/html
The Writing Center:  The Writing Center is located in Lauringer Library 217A next to the Midnight Mug Coffee Shop and is available to all Georgetown students.  We encourage all students to take advantage of this resource to improve the quality of your work.  For general questions and for hours, call the Writing Center at 202-687-4246 or e-mail them at writingcenter@georgetown.edu.  With specific concerns, contact the Writing Center Director, Maggie Debelius, at debelium@georgetown.edu.


Academic Resource Center:  If you believe you have a disability, then you should contact the Academic Resource Center (arc@georgetown.edu) for further information.  The Center is located in the Leavey Center, Suite 335.  The Academic Research Center is the campus office responsible for reviewing documentation provided by students with disabilities and for determining reasonable accommodations in accordance with the Americans with Disabilities Act (ADA) and University policies.
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