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Systematic, well-designed research provides the most effective
approach to the solution of many problems facing highway ad-
ministrators and engineers. Often, highway problems are of local
interest and can best be studied by highway departments individu-
ally or in cooperation with their state universities and others.  How-
ever, the accelerating growth of highway transportation develops
increasingly complex problems of wide interest to highway
authorities. These problems are best studied through a coordi-
nated program of cooperative research.

In recognition of these needs, the highway administrators of
the American Association of State Highway and Transportation
Officials initiated in 1962 an objective national highway research
program employing modern scientific techniques. This program
is supported on a continuing basis by funds from participating
member states of the Association and it receives the full coopera-
tion and support of the Federal Highway Administration, United
States Department of Transportation.

The Transportation Research Board of the National Research
Council was requested by the Association to administer the re-
search program because of the Board’s recognized objectivity and
understanding of modern research practices. The Board is
uniquely suited for this purpose as it maintains an extensive
committee structure from which authorities on any highway
transportation subject may be drawn; it possesses avenues of
communication and cooperation with federal, state, and local
governmental agencies, universities, and industry; its relationship
to the National Research Council is an insurance of objectivity; it
maintains a full-time research correlation staff of specialists in
highway transportation matters to bring the findings of research
directly to those who are in a position to use them.

The program is developed on the basis of research needs
identified by chief administrators of the highway and transporta-
tion departments and by committees of AASHTO. Each year,
specific areas of research needs to be included in the program are
proposed to the National Research Council and the Board by the
American Association of State Highway and Transportation Offi-
cials. Research projects to fulfill these needs are defined by the
Board, and qualified research agencies are selected from those
that have submitted proposals. Administration and surveillance of
research contracts are the responsibilities of the National Re-
search Council and the Transportation Research Board.

The needs for highway research are many, and the National
Cooperative Highway Research Program can make significant
contributions to the solution of highway transportation problems
of mutual concern to many responsible groups. The program,
however, is intended to complement rather than to substitute for
or duplicate other highway research programs.

NOTE:  The Transportation Research Board, the National Research
Council, the Federal Highway Administration, the American Associa-
tion of State Highway and Transportation Officials, and the individ-
ual states participating in the National Cooperative Highway Re-
search Program do not endorse products or manufacturers. Trade or
manufacturers’ names appear herein solely because they are con-
sidered essential to the object of this report.
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FOREWORD
             By Staff
  Transportation
Research Board

 PREFACE

Highway administrators, engineers, and researchers face problems for which informa-
tion already exists, either in documented form or as undocumented experience and prac-
tice. This information may be fragmented, scattered, and unevaluated. As a consequence,
full knowledge of what has been learned about a problem is frequently not brought to
bear on its solution. Costly research findings may go unused, valuable experience may be
overlooked, and due consideration may not be given to recommended practices for solv-
ing or alleviating the problem.

There is a storehouse of information relating to nearly every subject of concern to
highway administrators and engineers. Much of it is from research and much from work
of practitioners faced with problems in their day-to-day work. To provide a systematic
means for assembling and evaluating such useful information and making it available to
the entire highway community, the American Association of State Highway and Trans-
portation Officials has—through the mechanism of the National Cooperative Highway
Research Program—authorized the Transportation Research Board to undertake a con-
tinuing study. This study, NCHRP Project 20-5, “Synthesis of Information Related to
Highway Problems,” searches out and synthesizes useful knowledge from all possible
sources and prepares concise, documented reports on specific topics. Reports from this
endeavor constitute an NCHRP report series, Synthesis of Highway Practice.

The synthesis series reports on current knowledge and practice, making some recom-
mendations where appropriate but without the detailed directions usually found in hand-
books or design manuals. Nonetheless, these documents can serve similar purposes, for
each is a compendium of the best knowledge available on those measures found to be the
most successful in resolving specific problems.

This report of the Transportation Research Board presents the current best practices in
the use of Owner Controlled Insurance Programs (OCIPs) to manage construction risk. It
provides a brief history of OCIPs, the OCIP experiences of state DOTs, contractor issues,
and controlling risk, and discusses at length how to choose an OCIP, how to develop an
OCIP, and how to operate under an OCIP. This report will be of interest to state depart-
ment of transportation (DOT) highway and roadway design and project engineers, in-
cluding specifications and standards specialists, contractors, and researchers.

Information was derived from a literature review, responses from surveys received
from state DOTs and from contractors, telephone interviews, and contractor meetings. It
includes detailed information concerning construction insurance, with examples of exist-
ing agency OCIP specifications, contract wording, and forms. Also included in the ap-
pendices is an example of an OCIP safety incentive program, in addition to examples of
an interim OCIP policy, payroll reporting forms, and an OCIP enrollment form.

A panel of experts in the subject area guided the work of organizing and evaluating the
collected data and reviewed the final synthesis report. A consultant was engaged to
collect and synthesize the information and write this report. The panel and consultant are
acknowledged on the title page of this report. This synthesis is an immediately useful



document that records the practices that were acceptable within the limitations of the
knowledge available at the time of its preparation. As progress in research and practice
continues, new knowledge will be added to that now at hand.
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OWNER CONTROLLED INSURANCE PROGRAMS

SUMMARY Highway construction project complexity is increasing, and the roles assumed by designers,
project managers, contractors, and subcontractors are changing. Complex projects combined
with management role changes have created ambiguity in responsibilities, especially those
concerning safety. Consequently, the project owner, as the party ultimately responsible for
the construction work, is seeking to enhance control over project safety and risk manage-
ment. Controlled insurance programs (CIPs) are highly efficient risk control mechanisms.
With a CIP, the interest of the owner, designer, construction manager, contractors, and con-
sultants are covered by one insurance arrangement. The intent of this synthesis is to inform
state transportation agencies and contractors about CIPs. Although other types of CIPs are
discussed in this synthesis (Contractor Controlled Insurance Programs and Partner Con-
trolled Insurance Programs), this document is specific to Owner Controlled Insurance Pro-
grams (OCIPs).

Meeting CIP objectives depends primarily on how owners manage the program, espe-
cially regarding safety. To achieve savings with a CIP requires that the owner and all project
contractors work closely together to implement and enforce an aggressive safety program.

In a conventional program where contractors provide their own insurance, those con-
tractors with a good loss experience history receive better insurance rates and therefore
have a bidding advantage. That advantage does not come free; it is a result of their invest-
ment in safety. With an OCIP, the rate break, achieved through the contractor’s diligence
goes to the owner; this has been a matter of controversy.

In the case of an OCIP, owners need to consider three risk/insurance questions.

1. How much of the risk should simply be assumed? When financially prudent, it is usu-
ally best to retain predictable risk. Even when insurance is used an owner retains some
risk based on selected deductible levels. This is an important component of the risk ac-
ceptance decision.

2. What coverages should be included in the OCIP? Most of the insurance premiums that
an owner compensates a contractor for in a traditional project bid situation are those
related to workers’ compensation and liability insurance, which are almost always in-
cluded in the OCIP.

3. What limits should be purchased? Is excess coverage desired? Catastrophic risks
should be insured when coverage is available at a reasonable price.

The issues in choosing to use a CIP are not about the type of project in terms of the
physical work location or the type of construction operations required. The important pa-
rameters that owners should consider are
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• Risk exposure,
• Potential for catastrophic loss,
• Construction costs—a high payroll component of project costs,
• Extended schedule, and
• Safety/loss control.

For the owner, an expected cost savings is the principle appeal of an OCIP. Cost savings are usually found in
the workers’ compensation component of insurance expenses. Workers’ compensation premiums are based on the
number of labor-hours required to complete a project. Therefore, this is a critical decision variable. A safe project
will reduce workers’ compensation expenses.

Together with direct insurance cost savings there are indirect cost savings associated with having a single
point for processing claims and having less litigation. However, the OCIP should be viewed principally as a risk
management tool and not as a risk financing tool; what is the best way to protect the project owner from con-
struction project risks?

The contractors who participate in the project OCIP have both real and perceived concerns that must be ad-
dressed during design of the insurance program. Attention to contractor concerns will lead to superior OCIP per-
formance, which benefits both the owner and the contractor.

It is difficult to write a definition of the project site that incorporates all the possibilities of where contractor
activities might occur to include dedicated casting yards, source pits, and plant locations. To avoid the problems
inherent in very specific-site definitions that limit OCIP coverage, the insurance can simply be tied to losses
arising out of the project work. By limiting coverage to defined sites contractors avoid charging losses associated
with other work to the OCIP.

Insurance for a typical CIP includes the following coverages:

• General liability insurance;
• Workers’ compensation and employer’s liability insurance;
• Builder’s risk insurance, including coverage for property in transit and property stored off-site; and
• Umbrella or excess liability insurance.

Depending on project-specific risk and the sponsor’s preferences, other coverages may be included in the CIP.
For example, for the Central Artery/Tunnel Project in Boston, the owner purchased the following additional
coverages:

• Airport contractor’s liability insurance, because of the work on and around Logan Airport; and
• Railroad protective liability insurance, because the work abutted and passed under multiple operating rail-

road lines.

If the project is design-build, professional liability insurance could be included in the CIP.

The process of organizing and starting an OCIP involves strategic decisions concerning how the program will
be designed. There are three basic approaches to OCIP administration.

1. The agency establishes its own insurance (or risk management) department,
2. Existing in-house staff is expanded, or
3. An insurance consultant is engaged.
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A 1977 Department of Transportation (DOT) study reported that since the early 1960s all agencies undertaking
major construction works projects and using an OCIP have, after some study, engaged a consultant. Similarly, a
1999 U.S. General Accounting Office study reported that only one agency administered the OCIP with its own
staff.

The OCIP insurance manager has four principal responsibilities.

1. Provide technical advice on insurance complexities,
2. Engage the best available insurance carriers for the planned coverages,
3. Arrange the most favorable insurance costcosts and terms, and
4. Handle the OCIP administration burden.

In most cases the selection of outside administrative support was based on a response to a request for propos-
als. However, insurance administration is a long-duration partnership and some agencies have contracted their
OCIP support with the providers of their current coverage. The risk manager for one large public agency stressed,
however, that it is very important to find a broker that understands construction and construction claims.

DOTs that have used OCIPs for their major projects reported very favorable results.

Central Artery/Tunnel Project, Boston, Massachusetts ($14.5 billion)—Although results are not documented,
administrators believe that there are savings through reduced litigation, efficient purchasing of insurance, en-
hanced safety and loss control, and reduced premiums for general liability and workers’ compensation insurance.

I-15 Reconstruction, Salt Lake City, Utah ($1.6 billion)—Preconstruction survey consultant certifies that more
than $30 million was saved. The safety records, both for the project (loss history declined) and the public (speed
through the work zone was 75 mph in a 50 mph zone, with few accidents) were excellent. Good public relations
resulted in few complaints over small claims. Overall, the claims process was much better controlled.

Fort Washington Way, Cincinnati, Ohio ($330 million )—This was a very safe project—after 2.5 million per-
son-hours of work the incident record was 0.17 (this is far below the 4.7 national average). Insurance claims were
handled expeditiously. The full-time safety managers (contract requirement and pay item) were important con-
tributors to these results. No savings were realized because of the absence of workers’ compensation insurance in
the OCIP; $300,000 in additional costs was reported. The owner wanted a safe project, and believed that the cost
was reasonable to obtain that goal.

Based on the surveys of DOTs and contractors engaged in projects using OCIPs, it is clear that owners are
pleased with the cost savings and job safety. The favorable safety records were achieved with the OCIPs because
there were also very specific contractual requirements pertaining to safety. Coordination of insurance to the satis-
faction of the contracting community requires advance planning for the OCIPs structure and the availability of in-
surance policies with the bid documents.
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CHAPTER ONE

INTRODUCTION

BACKGROUND

Across the country, owners of transportation facilities are
pursuing strategies to improve transportation project deliv-
ery (e.g., reduce costs, control risk, and streamline proc-
esses). At the same time, the lines of responsibility for
construction site safety have become blurred as the number
of project participants working in the same physical space
increases. On many urban projects there can be multiple
prime contractors, municipal utility crews, private utility
crews, and even transit authority contractors involved.
Project complexity is increasing and the roles assumed by
designers, project managers, contractors, and subcontrac-
tors are changing (1). Complex projects combined with
management role changes have created ambiguity in re-
sponsibilities, especially those concerning safety. Conse-
quently, the project owner, as the party ultimately respon-
sible for the construction work, is looking to enhance
control over project safety and risk management. Con-
trolled insurance programs (CIPs) are highly efficient risk
control mechanisms. With a CIP, the interests of the owner,
designer, construction manager, contractors, and consult-
ants are all covered by one insurance arrangement. The
intent of this synthesis is to inform state transportation
agencies and contractors about CIPs. There are several dif-
ferent names for a CIP: Consolidated Insurance Program;
Owner Controlled Insurance Program (OCIP), where the
sponsor is the project owner; or a Contractor Controlled
Insurance Program (CCIP), where the contractor acts as the
program sponsor. The name originally used for such insur-
ance programs was “wrap up” and many in the industry
use the term wrap-up insurance and OCIP interchangeably.

Risk management is a vital component for any success-
ful construction project. In the Associated General Con-
tractor’s (AGC) Guide to Construction Insurance (2), the
risk-management process is explained as having the fol-
lowing five steps:

1. Risk identification,
2. Risk analysis,
3. Selection of the appropriate treatment technique,
4. Implementation of the selected technique, and
5. Measurement of the results.

A 1977 U.S. Department of Transportation (DOT) re-
port (3) outlined a four-step risk-management process:

1. Identify, measure, and analyze the potential risks (this
is really a combination of the AGC’s first two steps);

2. Eliminate or reduce risk;
3. Insurance decision step; and
4. Loss prevention program planning.

Although the defined steps are slightly different, the final
objective is the same—risk control.

One mechanism that an owner can use to manage con-
struction risk is to engage in a CIP. Such programs have
been in use since the 1940s. Based on project size, defense
projects undertaken during World War II obtained insur-
ance under what was then called the War Projects Rating
Plan. These CIPs were an early form of insurance based on
economies of scale. More recently in Houston, Texas,
Brown & Root used a CCIP for the Enron Field project.
OCIPs are used on almost all “mega” transit projects. Bay
Area Rapid Transit (BART), Washington Metropolitan
Area Transit Authority (WMATA), Metropolitan Atlanta
Rapid Transit Authority (MARTA), and Baltimore Mass
Transit Administration (MTA) all used OCIPs. More recently,
both the San Joaquin and Eastern Transportation corridor
projects in California used OCIPs. Each of these design-
build projects had costs of approximately $800 million.

Transportation construction projects typically involve
many types of insurance coverage including workers’
compensation, general liability, builder’s risk, and profes-
sional liability. As shown by the U.S. Government Ac-
counting Office (GAO) (4) and confirmed by this study,
with so many participants working on large transportation
projects—owner representatives, private design profes-
sionals, a prime contractor, subcontractors, and suppliers—
there may be redundancy and/or gaps in insurance cover-
age. An OCIP risk-management program can help to
eliminate both duplication of coverage and insurance gaps,
and can provide all parties with higher coverage limits.

Because CIPs enhance risk management, 10 state DOTs
have used some form of controlled insurance on one or
more of their projects. DOTs are using OCIPs both for in-
dividual transportation projects and for groups of projects.
The idea behind these programs is for the sponsor to pur-
chase workers’ compensation and liability insurance for all
parties working on a project. The CIP provides a single
point of contact for all liability issues, prevents insurance
coverage gaps or redundancies, and should reduce under-
writing and claims administration expenses. The results of
such a program are a safer jobsite and lower construction
costs.
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TABLE 1
TRANSPORTATION PROJECTS USING OCIP INSURANCE PROGRAMS

Project

Project
Cost

($ million)

Insurance
Savings

($ million) Comments

Blue Water Bridge (Michigan) 97.2 $2.9 Good safety record
Central Artery/Tunnel (Boston, Mass.) 12,000 $265.0 Save 25% on insurance
I-15 (Salt Lake City, Utah) 1,600 $29.9 Two risk management employees
CTA Green Line Rehabilitation (Chicago, Ill.) 409 $11.5 Helped minority subcontractors. Safety incentive program
Tri-Met, Westside Light Rail (Portland, Ore.) 952 $9.9 Provided $1.3 million for enhanced safety incentives
I-75 & I-275 (Detroit, Mich.) 60 and 50 $3.0
Corridor 44 (New Mexico) 400 $20.0
E-470 Toll Road (Denver, Colo.) 320 $1.0 One million person-hours; no lost-time incidents
Ft. Washington Way (Cincinnati, Ohio) 159 Currently under construction

[Source: Attachment E to Arizona DOT office memorandum to Arizona DOT Director Mary Peters (May 19, 2000) (5)].

As their popularity with project owners has grown,
OCIPs have been the subject of much scrutiny. Critics have
questioned the ability of such arrangements to achieve
their stated objectives, and claim that these programs set
up the owner and contractor as adversaries. Furthermore,
contractors worry that OCIPs create potential coverage
gaps in their own insurance programs and can hinder their
competitiveness on other projects. Even supporters ac-
knowledge that an owner’s ability to meet CIP objectives
depends primarily on how the program is managed, espe-
cially with regards to safety. To achieve savings with an
OCIP requires that the owner and all project contractors
work closely together to implement and enforce an aggres-
sive safety program.

In 2000, the Arizona DOT (ADOT) investigated trans-
portation agency experiences with OCIPs and found sev-
eral agencies reporting favorable results (Table 1). Tom
Warne, former Director of the Utah DOT stated, “. . . over-
all we are happy with the OCIP Program on the I-15 proj-
ect” (Tom Warne, UDOT, to Mary Peters, ADOT, personal
communication, April 20, 2000.) This statement is in refer-
ence to Utah’s OCIP for their $1.6 billion, I-15 reconstruc-
tion project in Salt Lake City. Warne did go on to state that
there are some issues with contractor acceptance of OCIPs.

CONTRACTOR ISSUES

It should be noted that many in the contracting community
are reluctant to be part of an OCIP and contractor concerns
must be carefully addressed when structuring such a risk-
management program. Specific issues raised by the con-
tracting community included

• Administration expense—What are the administrative
functions of the contractor and how is reimbursement
made for such activity?

• Claims management—In most jurisdictions, the
workers’ compensation experience under the OCIP
follows the contractor, and affects the construction

company’s experience modification rating and the
cost of doing business.

• Exclusion clauses—Who is covered by the OCIP:
vendors, haulers, truckers?

• Safety incentive programs—Is there an incentive plan
and does the contractor receive benefits for a superior
performance?

• Punchlist exposure—Does the OCIP cover warranty
and callback exposure?

• Loss data, loss runs, and experience modifier rating
(EMR) filings—The insurance broker is not a party to
the construction contract, but the contractor and every
participating subcontractor is the broker’s client. Al-
though insurance company is responsible for filing
the unit statistical reports, the broker should ensure
that the contractors are afforded the opportunity to
review claims (for all years) prior to the filing. Con-
tractors must be able to review information before it is
filed and receive timely information from the broker.

Several contractors responding to the synthesis study
did comment on the benefits of participating in an OCIP.

• “Educational exposure to good safety program and
mandatory drug testing was helpful. Also increases
mandatory safety supervision and helps all levels of
management.”

• “Reduced litigation potential. Workers’ compensation
and liability losses outside of our self-insurance and
large deductible programs.”

• “Reduced insurance costs.”
• “More frequent safety inspections.”

HISTORY

The insurance industry has been marketing wrap ups to
contractors and owners for more than 50 years, but it is not
known which project first used a true OCIP. In the case of
public projects, the New York City Housing Authority used
wrap ups in 1947 for several large housing projects (6).
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The construction in New York of the United Nations
building (1953) was also under a wrap up. It is claimed
that the Chase Manhattan Bank headquarters building
(1957–1960) was the first such project in the private sector.
(The building is a steel-framed rectangle, 813 ft high, con-
taining approximately 1.8 million square feet above ground
level, with another 600,000 square feet below grade.) It is
similarly reported, however, that the Prudential Center
(1959–1965) in Boston was the first private project. (This
is a steel frame building with 1,178,310 square feet of us-
able floor area.) One insurance broker reported 122 wrap-
up projects placed from 1975 to 1998, or approximately 5
per year. These included eight airport and three light-rail
projects, plus one subway project, so it is clear that the use
of CIPs is fairly common.

Based on a mid-1970s study (3) of risk management for
urban transportation construction, CIPs were recommended
by the U.S. DOT for programs or projects greater than $60
million. That study reviewed the risk-management practices
of the BART system, MARTA (Atlanta), WMATA (Wash-
ington, D.C.), and the MTA in Baltimore. At the time of the
study BART was 10 years and MARTA six and one-half
years into construction. The reasons driving these authori-
ties to use OCIPs were purchasing power cost savings and
the elimination of the costs associated with multiple ad-
ministrative tiers. Another significant issue was “assured
coverage.” With an OCIP the owner has thorough coverage
and protection even when there are “safe place to work
statutes.” Some states hold that the duty to provide a safe
workplace is a matter of a specific statute (e.g., Title 8
California Code of Regulations § 3203 [8 CCR 3203] and
in New York State, Section 240 & 241 of the labor law).
The New York State Labor Law imposes “strict liability”
on owners and contractors. In other states the safe work-
place issue has developed as a result of case law.

Conventional project contracting arrangements require
that each project participant individually insure its inter-
ests. With an OCIP, the interest of the owner, designer,
construction manager, contractors, and consultants are all
covered by one insurance program. In Atlanta (MARTA)
and Baltimore (MTA) (3), the OCIP even included some
public utility companies in connection with the work they
had to perform in relocating their facilities because of tran-
sit construction. The insurance coverages that are com-
monly required for transportation projects include com-
mercial general liability, workers’ compensation, builder’s
risk, excess/umbrella liability, and automobile liability.

Commercial General Liability

Commercial general liability (CGL) insurance provides,
within one policy, three basic coverages: (1) bodily injury
and property damage liability, (2) personal and advertising

injury liability, and (3) medical payments. The policy will
reimburse medical expenses incurred by members of the
public who are injured on a contractor’s premises or be-
cause of the contractor’s operations. Bodily injury includes
sickness, disease, and death. This coverage pays without
regard to legal liability.

Workers’ Compensation

Workers’ compensation insurance provides coverage for
statutory benefits payable under state law. Under workers’
compensation insurance there is unlimited medical cover-
age for conditions that result from a covered incident.
These benefits are for impairment caused by accident or
diseases stemming from employment. The benefits are
paid without regard to employer or employee fault (no-
fault). In general, the employee, in return for these bene-
fits, looses the right to sue the employer for damages. A
workers’ compensation payment does not, however, pre-
clude litigation by the insured employee or the workers’
compensation insurance company in subrogation against a
third party. In the industry such a suit is known as a third-
party-over action.

All states require that contractors have workers’ com-
pensation insurance. Most states allow the contractor to
purchase this insurance from private insurers. In two states,
however, Texas and New Jersey, self-insurance is allowed.
Five other states require that workers’ compensation insur-
ance be purchased from a monopolistic state fund (North
Dakota, Ohio, Washington, West Virginia, and Wyoming).

Builder’s Risk Insurance

Builder’s risk insurance covers losses to the materials and
equipment ready for installation, work-in-place, and exist-
ing structures damaged or destroyed during the construc-
tion process. It covers losses caused by acts of god or fire.
It usually excludes damage caused by faulty materials or
workmanship, or faulty design, but the terms of this cover-
age vary from state to state. Coverage also varies from in-
surance policy form to insurance policy form. On large
projects the coverage forms are designed and negotiated to
meet the needs of the participants.

Excess/Umbrella Liability Insurance

Excess/umbrella liability insurance is designed to pick up
wherever standard coverages end. A standard coverage
limit can be insufficient for a catastrophic loss. Without the
excess/umbrella coverage the covered party would be re-
sponsible for the excess amounts over that paid by the un-
derlying policies. Additionally, it should be noted that



8

excess/umbrella liability insurance does not provide pro-
tection for a builder’s risk claim excess.

Automobile Insurance

Automobile insurance protects the company against losses
arising from vehicle operations. The most important com-
ponent of an automobile policy is the liability coverage,
which will pay for bodily injury and property damage. This
exposure may be the hardest to control because the vehi-
cles are frequently operated away from the worksite and
interact with members of the public that may not be as
safety conscious as the well-trained employee. OCIPs ex-
clude automobile insurance because vehicles move be-
tween other jobs or locations with ease and frequency.

How Insurance Is Priced

Comprehensive general liability insurance is calculated by
assessing a rate per $100 of payroll. With a conventional
program, the contractor’s cost is based on the book (stan-
dard) rate, modified by the experience and judgment of the
underwriter, multiplied by the estimated payroll cost. There
may be some adjustment upward or downward from the
book if the contractor’s general experience is bad or good.

Workers’ compensation coverage is also calculated at a
rate per $100 of payroll. Each occupational classification
has its own rate. The manual (base) premium is adjusted by
the application of an experience modifier rating (some-
times referred to as the EMR or E-mod) (7). The EMR is
calculated once each year, thus fixing a contractor’s work-
ers’ compensation insurance rates for the full year. The his-
torical EMR calculation takes into account 3 years of loss
history, not including the most recent year, which is not used
because there has not been time to clearly establish the
amount of loss for recent claims (7). The loss experience of
the company compared to the average experience for the in-
dustry establishes the rating. In a conventional program
where contractors purchase their own insurance, those
contractors with a good loss experience history receive
better insurance rates and, therefore, have a bidding advan-
tage. That advantage does not come without cost; it is a result
of an investment in safety. With an OCIP program the rate
break that was earned by the contractor goes to the owner,
which has been a matter of considerable controversy.

CONTROLLING RISK

The process of identifying and analyzing risk should begin
early in the project planning process (3). An owner’s ad-
vantage in managing risk over the life of a project is highest
early in the planning stage. Risk identification may involve

looking at historical data for the project area with respect
to potential problems, unknown soil conditions, labor un-
rest or shortages, supplier/vendor problems, and crime
rates. The project management team should take advantage
of past experiences to identify potential problems that
could befall the project.

The identified risks must be analyzed to determine the
probability of occurrence and the potential impact on the
project. There are several tools available for this analysis, but
for the construction industry the most common is the Monte
Carlo computer simulation. Monte Carlo simulation requires
that the user first have an approximation of the underlying risk
distribution. This is normally done by fitting data from many
observations (usually 25 or more) to one of the 30 or more
common distribution functions. Monte Carlo simulation
then, using random numbers, makes multiple iterations
(usually thousands) to calculate distribution statistics.
Thus, the historical data on risk can be used to quantify the
expected value of a certain risk, the frequency of its occur-
rence, or the probability of it exceeding some level.

The simulation results are not the final answer, but they
do provide a range of probabilistic impacts. The agency
must make a final assessment based on experience and
comfort level for accepting risk.

Contractors

There are several techniques available to contractors for
managing the risks (business risk). If the risk analysis is
completed prior to bidding and the risks deemed too great,
the contractor may avoid the risk by choosing not to bid
the project. A joint venture is often used to share the risk
between two or more companies that have come together
for the completion of a particular project. A contractor can
also transfer the risk by using subcontractors and pass-
through clauses in subcontracts. (These are subcontracts,
which state that the subcontractor or supplier will be bound
by the provisions in the general contract. Such subcontracts
sometimes state that the subcontractor or supplier shall be
bound to the general contractor to the same extent as the
general contractor is bound to the owner.) Another risk
transfer tool is insurance, where the insurance company as-
sumes much of the risk in exchange for premiums. Finally,
a contractor can choose to accept the risk.

Owners

Owners must perform the same types of analyses and de-
velop strategies to control risk that protect their interest,
but the strategy must also allow for completion of a project
for a reasonable cost. In the case of an OCIP, owners need
to consider the following three risk/insurance questions:
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• How much of the risk should be assumed? When fi-
nancially prudent it is usually best to retain predictable
affordable risk. Even when insurance is used an
owner retains some risk based on selected policy de-
ductible levels. This is an important component of the
risk acceptance decision.

• What coverages should be included in the OCIP?
Most of the insurance premiums that an owner com-
pensates a contractor for in a traditional project bid
situation are those related to workers’ compensation
insurance (4). Core coverages included in an OCIP
are workers’ compensation, employer’s liability, gen-
eral liability, excess/umbrella liability, and builder’s
risk.

• What limits should be purchased and is excess cover-
age desired? It is best to insure catastrophic risks
when coverage is available at a reasonable price.

OCIP EXPERIENCE OF STATE DOTs

An objective assessment of the opportunities available by
using OCIPs is of critical importance to DOTs. This syn-
thesis is a compilation of the methods and techniques for
OCIP insurance arrangements. It provides information on
the actual state of practice and presents the details of the
arrangements. A list of proven CIP programs with the details
of specific risks and benefits realized is also provided. Spe-
cific projects are examined so that transportation depart-
ments can learn from both the successes and the difficulties
experienced during actual execution of CIP programs.

SOURCES OF INFORMATION

A literature review revealed a large number of published
papers and other documents addressing OCIPs. These
sources of information are used extensively in this synthe-
sis and provide documented references to actual practice.

At the outset of the exploratory work for this synthesis,
letters were sent to the DOTs in all 50 states. The purpose
of the letter was to identify those states having OCIP expe-
rience. Those transit departments with OCIP experience
were asked to identify a knowledgeable point of contact,
who in turn was asked to complete a questionnaire and
participate in a telephone interview. The interviews (Ap-
pendix A) lasted approximately 90 min and were used to
gather facts and opinions about the respective state’s OCIP
experiences. The results were transcribed and tabulated for
reference and analysis. The responses to the surveys pro-
vided practical information concerning specific experi-
ences and strategies.

Several contractor meetings were attended and con-
tractors were engaged in discussions with contractors con-
cerning their OCIP participation experiences. Based on
those discussions a contractor survey (Appendix B) was
transmitted to all heavy highway contractor members of
the AGC. That survey sought information from construc-
tion companies having specific OCIP experience and at-
tempted to identify positive and negative aspects of OCIP
programs from the contractor’s point of view. Many con-
tractor comments are cited in this synthesis.
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CHAPTER TWO

CHOOSING AN OWNER CONTROLLED INSURANCE PROGRAM

Normally a construction CIP is for a single site (6) and,
some believe that ideally, the best OCIP project is one
where access can be easily controlled. A fenced project in
the middle of a wasteland with a single guarded gate for
restricted entry and exit is an ideal CIP candidate. That
ideal condition is realized only at a limited number of proj-
ects. The construction of a nuclear power plant is an exam-
ple. In transportation applications, the project site may be
defined as those areas the contractors use to accomplish the
work. For a highway project the site definition might refer
to the land constituting the project right-of-way, but it must
also include plant sites and staging areas. It could also be
applied to multiple sites that are in close proximity.

Adapting a CIP to transportation projects is effective if
risk-management steps are taken to limit the project’s li-
ability exposure. CIPs have been used successfully on both
linear sites (roadways) and single-location (bridge) trans-
portation projects. They have also been used by DOTs for
many airport reconstruction and expansion projects. The
OCIP for the Blue Water Bridge project in Port Huron,
Michigan, covered both the construction of a new bridge
and the reconstruction of the existing adjacent bridge. The
I-15 reconstruction project OCIP in Salt Lake City, Utah,
covered the rebuilding of 144 bridges and 17 miles of
roadway. All of the work was accomplished while main-
taining traffic through the work zone. The Suncoast Park-
way Toll Road OCIP in Florida covered new construction
on new alignment.

The issues involved in choosing to use a CIP do not re-
late to the type of project in terms of the physical work lo-
cation or the type of construction operations required. The
important parameters that owners should consider when
evaluating the use of a CIP are

• Risk,
• Potential for catastrophic loss,
• Construction costs (high payroll component of proj-

ect costs),
• Extended schedule,
• Safety/loss control, and
• Minority contractor participation.

RISK

Projects exposing the owner to large elements of risk war-
rant increased insurance limits. Projects that present a

considerable third-party liability exposure can benefit
from the coordinated safety program and higher insurance
limits of a CIP. Many urban projects fall into this category.

An OCIP eliminates conflicting insurance provisions,
removes overlapping policies, and closes coverage gaps (4).
Many smaller contractors carry only $1 million of liability
coverage. Insurance coverage degradation can easily occur
when an owner relies on contractor insurance. Contract provi-
sions can require that a contractor have higher limits in place,
but even with certification of a contractual limit those limits
are not dedicated to a specific project. A contractor’s pol-
icy can be eroded by a major accident that occurs on an-
other owner’s project. Additionally, contractor policies
typically have to be renewed on an annual basis.

CATASTROPHIC LOSS

Projects that expose the transportation agency to cata-
strophic loss; for example, hurricanes, floods, or multiple-
vehicle accidents, should have very high insurance limits.
Using an OCIP allows an owner, because of the inherent
economies of scale, to purchase such coverage limits.

A properly designed OCIP assures, while protecting the
owner, that adequate limits of coverage are in place for all
of the project’s partners. The insurance limits are dedicated
to the project and cannot be eroded by contractor losses on
other projects. Generally with an OCIP broader coverage with
substantially higher limits can be provided and the coverage
can be placed for the full term of the project plus a completed
operations period. For the urban I-15 reconstruction project in
Utah the excess liability coverage was $100 million for each
occurrence (8). In New Mexico on the Corridor 44 project,
which was primarily a rural reconstruction job, the excess
general liability coverage was $50 million (9).

CONSTRUCTION COSTS

Different reports cite minimum construction cost values
below which an OCIP should not be used. Hard costs refer
to the expense of actual construction only. In the literature
there is a wide range of such values to be found. An OCIP
study for the Florida DOT suggested

• A single project with a hard construction cost of $75
million or more;
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• Multiple projects at a single site expected to generate
$100 million or more of hard construction costs over
a 2- to 3-year period (e.g., major interchange programs);

• Multiple projects at contiguous sites generating $100
million or more of hard construction costs; and

• On-going restoration, renovation, and repair work
expected to generate at least $30 to $40 million of costs
per year (e.g., Interstate highway maintenance
programs).

Labor Component of Project Cost

A 1999 U.S. General Accounting Office (GAO) report
stated that “Large labor-intensive projects with construc-
tion costs between $50 million and $100 million would be
in a better position to obtain wrap up insurance” (4). Gary
Bird believed that “Major construction projects with hard
costs in excess of $100 million are definite CIP candidates.
Projects as small as $50 million may also be good candi-
dates if they involve higher than average risks or an unusu-
ally high payroll component” (6). The important point being
that it is not the hard construction costs but the labor costs
that are the critical determinant. Workers’ compensation
insurance premiums are largely a function of project per-
son-hours, labor classification, and state set rates, and not a
function of total or hard project costs. Consequently, labor
cost is important because most of the CIP savings come
from reduced workers’ compensation premiums.

EXTENDED SCHEDULE

With long-term projects (those lasting more than 3 years),
the use of a CIP assures the owner and contractors that
adequate coverages and limits will be in effect for the du-
ration of the work, plus completed operations protection
for a fixed time. A CIP significantly reduces the adminis-
trative burden of coverage control and monitoring for both
the owner and the contractors.

SAFETY/LOSS CONTROL

For projects requiring separate construction contractors
and/or multiple subcontractors it is often difficult to coor-
dinate the many individual safety programs. A key element
of a CIP and the element that makes such programs attrac-
tive to the insurance market is the opportunity to reduce
risk through the mandated provision of a professionally
developed and managed safety/loss control program. The
program involves the entire work force in achieving acci-
dent and loss reductions by

• Education,
• Promotion of safe work attitudes,

• Awareness of factors that create accident situations,
• Training,
• Use of safety equipment and clothing,
• Monitoring of compliance with statutory and con-

tractual regulations, and
• Inspections and enforcement actions.

MINORITY CONTRACTOR PARTICIPATION

Minority contractors often experience difficulty in acquir-
ing required project insurance. Minority/Disabled/Women
Business Enterprises (MBE/DBE/WBE) frequently lack
the ability to purchase the required insurance coverages
that are necessary for participation in large projects. A CIP
can eliminate this hurdle and allow these firms to partici-
pate in large transportation projects.

UNDERSTANDING OCIP ADMINISTRATIVE
REQUIREMENTS

Project owners face increased administrative burdens when
using an OCIP. It is clear that administering an OCIP re-
quires extra effort from the project management staffs of
both the contractor and owner. In 1998, a Transit Con-
struction Roundtable survey on transit agency use of
OCIPs reported that “All the respondents affirmed the
wrap-up insurance added to their administrative workload,
but that the burden was reasonable” (4).

Conscientious administrative supervision is essential to the
success of a CIP. Through efficient document control, data
management, informative management reports, and regular
inspections or audits, the CIP can be guided toward better-
than-average experience and the resulting economic rewards
(6).

Owner OCIP Administrative Burden

The project owner is responsible for administering the pro-
gram and must either outsource this function or assign ad-
ditional administrative staff. Initially, the owner must sup-
ply the resources to design and implement the OCIP.

The DOT synthesis questionnaire specifically asked:
“Did your DOT have to take on more insurance admini-
stration responsibility because of the OCIP?”

Five of the 10 departments with recent OCIP experience
reported that their administrative burden did increase. Their
responses give an indication of how this burden was handled.

• “Yes, more work, but same number of people. It was
not burdensome (just another part of the project). Had
a very helpful agent” (Michigan).
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• “Yes, but did not add personnel, just made current
staff work harder (salary positions)” (New Mexico).

• “Yes, hired a safety manager for the project. Billed
salary through the Risk Management Department”
(Utah).

• “Sure. In the past the only insurance work was verifi-
cation of contractor insurance certifications. We have
some additional work but the broker does most of it”
(Pennsylvania).

• “The broker handles much of the burden” (Massachu-
setts).

Some departments simply absorbed the burden, whereas
others obtained added support by using the state’s risk
management office or by hiring insurance brokers. Even
those departments that responded that “they” experienced
no added burden admitted that the administrative work in-
creased. The difference was that the work was transferred
to others.

• “Handled by the Division of Risk Management”
(Alaska).

• “No, we contracted it to our construction manage-
ment team” (Florida).

• “No, a great deal of the responsibilities were dele-
gated to our contract administrator or our insurance
broker” (Ohio).

• “No, Risk Management and the broker handled virtu-
ally all administration functions” (Arizona).

CIPs emphasize jobsite safety, loss control, and effec-
tive claims management. These activities require additional
resources for internal audits and risk management (4).
Many owners chose to outsource some of the administra-
tive functions to insurance brokers, whereas others perform
some or all of the functions with internal staff. For the
Green Line Reconstruction project ($408.7 million), the
Chicago Transit Authority relied on a broker to administer
the OCIP. In Portland, Oregon, the Tri-County Metropoli-
tan Transportation District used its own staff to administer
the Westside Light Rail project ($952 million) OCIP. The
GAO reported that all of the agencies queried in a 1999
study had relied on the insurance companies to investigate
and settle claims (4).

Careful negotiations with the OCIP provider/broker can
minimize the time requirements of the project staff. In the
majority of cases, the broker handled most of the added
burden of safety program development and contrac-
tor/subcontractor enrollment. The broker usually provided
an on-site representative to oversee the safety program and
the initial claims filing. By contract, general contractors
are typically required to employ their own safety manager.
The owner, in an effort to achieve the safety record re-
quired for the minimum insurance premium, imposes this
requirement on the contractors. Additionally, most owners

hire safety engineers for their OCIP projects. These engi-
neers supplement the insurance and general contractor
safety teams.

Contractor OCIP Administrative Burden

For the contractors, the burden of extra paperwork results
from having to file the workers’ compensation coverage
labor-hour reports. Of the contractors who responded to the
synthesis survey, 59% complained about the added payroll-
reporting burden. Specific comments received in response
to the survey question, “Did working under the OCIP place
more of an administrative burden on your company to han-
dle insurance and claims?” included the following:

• “OCIP requires separate payroll entry for workers’
compensation. Never sure how to handle mechanics,
servicemen, and deliveries. Big burden to track sub-
contractor payrolls in order to comply with owner’s
plan.”

• “It adds more of an administrative burden. This is
related to reporting payrolls and the other require-
ments to allow the broker to track premiums.”

• “New systems and reporting requirements increased
staff burden.”

• “Additional monthly reporting of man-hours to OCIP
administrator.”

• “Yes, we had to supply monthly documentation on
who worked on the project.”

Labor-hours must be tracked to adjust the workers’
compensation coverage premium. The initial workers’
compensation premium is based on an estimate of the la-
bor-hours made at the beginning of the project. During the
project the actual labor-hours are tracked and compared
with the estimated labor-hours in order to adjust the pre-
mium to match the actual project experience. Contractors
have complained that this labor-hour tracking is an undue
burden; however, on federally funded projects, contractors
must track the hours anyway for the certified payrolls that
are required under the Davis–Bacon Act.

For the contractor the cost of labor-hour tracking is a
contract or home office overhead issue and should be in-
cluded in the bid. Therefore, it is important that these CIP
payroll reporting requirements be clearly explained in the
project bid documents.

Given the contractor responses to the synthesis survey it
is interesting to note that in a September 2001, OCIP arti-
cle (10) in the AGC journal Constructor, the issue of in-
creased payroll reporting burden was not discussed. The
real central issue for contractors is a well-designed OCIP
that addresses the general contractor’s concerns of fairness
and equity.
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PARTNERING

Partnering is considered by most state agencies to be the
key to OCIP success. With partnering, the framework for
cooperation and issue resolution is already in place. Regu-
lar meetings, with or without the facilitator, help to further
contractor understanding of the OCIP process and pro-
gram. On the I-15 reconstruction project in Utah, the Utah
DOT had the OCIP insurance carriers join in the part-
nering process. The Michigan DOT emphatically
stressed the relationship between partnering and a suc-
cessful OCIP by stating that “. . . we could not have
completed the I-75 and I-275 projects without partnering”
(John Lavoy, personnel communication, Michigan DOT
Construction Staff Engineer).

For the Southeast Corridor Multi-Model Project (now
referred to as T-REX), the Colorado Department of Trans-
portation (CDOT), in partnership with the Regional Trans-
portation District (RTD) of Denver, created a unique risk
control program based completely on partnering. The owners,
CDOT and RTD, and the contractor have established a Part-
ner Controlled Insurance Program (PCIP) for the project.

The vision of this Partnered Controlled Insurance Program is
to have Shared Goals, Shared Decisions, and Shared Sav-
ings. A Partnering team made up of representatives from
CDOT, RTD, and the Design/Build Contractor will manage
the PCIP. The partnering approach will be incorporated in all
aspects of design, implementation, and management of the
PCIP. The Carriers will have the opportunity to participate in
the partnering process throughout the duration of the project,
and beyond through closure of all insurance related aspects of
the PCIP. Carriers are encouraged to offer value-added or in-
novative program suggestions compatible with this partnering
concept that will save money, provide superior service, and
maximize protection to CDOT, RTD, the contractors and sub-
contractors, the citizens, and the traveling public (11).

For the T-REX project the critical difference with the
controlled insurance approach is that the contractor (the
design/builder) is made a part of the team managing the
PCIP. CDOT and RTD have worked hard to involve con-
tractors in the design, implementation, and management of
the PCIP. In most other cases the CIP was designed and
implemented unilaterally by the agency, usually with input
only from insurance brokers.

CONTRACTOR OCIP PERSPECTIVE

Some agencies view the OCIP as just another business
transaction and that the contractors will comply because
they are bound by the contract. Agencies should under-
stand that a project OCIP could have significant financial
consequences to a contracting firm beyond the life of that
single project. For that reason, contractors do not view
OCIPs simply as another contract provision. When an
owner’s OCIP administrator fails to perform, it is the

contractor who bears the long-term repercussions in terms
of increased business costs.

The AGC in its publication “Look Before You Leap! A
Contractor’s Guide to Owner Controlled Insurance Pro-
grams” (12), identifies some of the administrative burdens
that OCIPs impose on contractors, including

• Getting payroll audits performed in a timely and ac-
curate manner,

• Getting at least quarterly loss runs,
• Getting unit statistical information filed promptly,
• Setting up meetings between OCIP administrators

and subcontractors,
• Ensuring that subcontractors enroll in the OCIP,
• Ensuring that subcontractors provide certificates of

insurance,
• Ensuring that subcontractors provide timely payroll

reports,
• Ensuring that subcontractors provide any other

documentation that the program may require, and
• In some instances, ensuring that subcontractors make

appropriate deductions.

Problems can result if the owner-hired brokers and
third-party OCIP administrators do not consider the con-
tractor to be the customer. To avoid such a situation the
Utah DOT included the insurance carriers in the partnering
process for the I-15 reconstruction project.

INSURANCE MARKETPLACE

The insurance market can greatly affect the level of direct
cost savings that a CIP can achieve. The cost of insurance
coverage tends to move in cycles, which are referred to as
“soft” and “hard” markets. A soft market occurs when the
insurance industry is seeking to expand policy issuance to ac-
cumulate investment capital; such a situation makes insurance
inexpensive and plentiful. During a soft market cycle there is
increased competition among insurance companies. Con-
versely, a hard market occurs when investment capital is not
performing. This makes it necessary for the insurance opera-
tions to make a profit without the support of investment in-
come. During a hard market cycle insurance is scarce and
prices increase. During those times when the insurance
market is soft brokers can negotiate polices that are more
favorable to the purchaser. During hard insurance markets
the brokers must write policies that favor the insurance
provider. In either market, however, the central question
for the purchaser is how to effectively finance the risk.

In pure insurance arrangements the insurance compa-
nies receive all of the cash flow benefits. Premiums are
collected in advance for losses payable at some point in the
future. The insurance company has the use of the premium
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funds for years in the case of workers’ compensation
claims, which in the case of severe disabilities typically re-
quire many years to settle. There are a variety of plans
available that allow purchasers to retain more risk and
maintain more control of their funds while still transferring
losses beyond some agreed upon level. These are broadly
referred to as “loss sensitive” and “cash flow” plans.

Guaranteed Cost Insurance

The premiums for guaranteed cost insurance are based on
expected losses, and are not subject to adjustment based on
actual loss experience during the policy period. In the case
of workers’ compensation insurance the final premium
determined at the end of the policy period will be adjusted
only to account for a difference in the estimated exposure
and the actual exposure; for example, a difference in esti-
mated and actual project labor payroll. The advantages of
guaranteed cost plans are

• The rates are guaranteed, including any negotiated
discount.

• The insurance company is motivated to be aggressive
in the areas of loss control and claims adjusting.

The disadvantage is that the purchaser does not share in the
savings when losses are low. Even with guaranteed cost in-
surance, however, there are opportunities for savings.

Premium Discounts

The comparative costs to an insurance company of issuing
and servicing a policy that generates a large premium is
smaller than for a policy generating a small premium. Al-
though the expenses associated with large policies are higher
there is a reduction in unit costs. Therefore, at a graduated
rate, there are premium discounts available for large policies.

Schedule Ratings

Some states permit schedule ratings, where the premium
can be modified to reflect characteristics of risk. Risk condi-
tion modifiers can include the conditions of the project site,
required safety training programs, or the establishment of on-
site medical facilities. The savings on workers’ compensation
insurance using schedule ratings can be as high as 10%.

Deductibles

The use of deductibles to eliminate the first dollars of a
loss from the insurance coverage can produce significant
premium savings. Deductibles lower the insurance premiums

by reducing both the expected covered losses and the ex-
pense components of the premium. Deductibles preserve
the true purpose of insurance, which is to transfer only
those losses that threaten the financial stability of the
organization.

Almost all nonmonopolistic states allow the use of de-
ductible plans. These plans apply to both medical and in-
demnity claims.

Loss Sensitive Insurance

Loss sensitive insurance plans provide purchasers with
cash flow benefits and an opportunity to reduce workers’
compensation insurance costs by aggressively controlling
losses. Premiums for loss sensitive insurance plans directly
reflect the loss experience of the insured during the cover-
age period (13). With a commitment to safety and loss
control, the long-term cost impact of such programs on
workers’ compensation insurance costs can be very favor-
able. There are several different loss sensitive insurance
plans available including

• Retrospective rating plans,
• Dividend plans, and
• Retention plans.

Retrospective Rating Plans

The insurance premium for a retrospective rating plan is
based on incurred loss at the expiration of a rating period.
The final premium is based on the actual losses incurred.
When the purchaser of such a plan controls losses there
can be a substantially lower premium as compared with
guaranteed cost insurance and the benefits of loss control
accrue to the insured immediately.

A workers’ compensation retrospective plan uses the
standard premium as a base upon which the plan is devel-
oped. To determine the final premium amount, the retro-
spective rating formula is superimposed over the standard
premium. The exact rules of application will differ by
state. The purchaser usually has input in determining the
components of the retrospective rating formula.

A retrospective premium is subject to the specific ar-
rangement contractually specified when the coverage is
purchased. Although a good loss experience will trigger a
premium reduction below the standard premium there is a
defined limitation on the savings. Retrospective policies
have upper and lower premium limits; there is a maximum
premium that places an upper limit on the effect of poor
loss experience and a minimum premium that places a
limitation on the potential savings resulting from a good
loss experience.
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 Even with a retrospective rating plan the purchaser
should be aware that there are still certain actions that can
be taken to further reduce the costs of insurance (13) in-
cluding

• Negotiating and paying the agent’s fees and commis-
sions as a fee outside the retrospective rating formula;

• Carefully selecting the minimum and maximum pre-
mium ratios after careful analysis of forecasted
losses, as these factors are the primary determinants
of the size of the insurance charge;

• Negotiating prompt payment of initial retrospective
return. Typically, at the first retrospective adjustment, a
substantial return premium is indicated because losses
are largely undeveloped at that point in time; and

• Monitoring the loss reserves set by the insurer. Loss
reserves are part of incurred losses and affect pre-
mium costs.

Dividend Plans

Dividend and retention plans have a mechanism to return
premium dollars to the insured after the policy expires.
Some dividend plans are “sliding scale,” meaning the size
of the dividend is a function of the loss experience during
the policy period. A dividend plan allows the purchaser to
share in the benefits of a lower loss experience without in-
creasing exposure to greater than average losses. The net
insurance costs under a dividend plan are the difference
between the premium and the returned dividend. It must be
understood that dividends cannot legally be guaranteed.

A workers’ compensation insurance dividend plan will
have a loss sensitive structure. With a loss sensitive divi-
dend plan the beginning premium is calculated to reflect a
guaranteed cost policy. At policy expiration the dividend is
calculated based on the final audit premium and incurred
losses. The amount of total incurred losses (the sum of paid
losses and loss reserves) is divided by the final premium
(i.e., after the labor-hour adjustment) to determine a net-
loss ratio. The dividend is then calculated as a function of
the final premium and the net-loss ratio.

In the case of a loss ratio above a certain percentage,
dividends are not paid. The break point loss ratio is usually
around 55%, but the actual percentage varies with the plan
and the size of the final premium. Because losses are typi-
cally open for several years after policy expiration, divi-
dend payments are usually made periodically as the in-
curred losses situation clarifies itself.

Retention Plans

A retention plan is a variation of a loss sensitive dividend
plan. All retention plans are “participating” in nature. The

insurance company calculates the percentage of the final
premium that is attributable to fixed expenses and provided
services. This percentage is the retention factor (or fixed-
cost percentage) and is composed of elements that account
for

• Administrative expenses,
• Loss control expenses,
• Premium taxes, and
• Profit.

The insurance company will retain an amount equal to
the retention factor multiplied by the final premium as
compensation for fixed costs and profits. The remainder of
the premium is used to pay losses. The loss payout amount
consists of the total of the actual lost amounts plus reserves
for losses multiplied by a loss conversion factor. The loss
conversion factor reimburses the carrier for claims han-
dling. Any unused amount is returned to the purchaser in
the form of a dividend.

Retention plans give the impression of being very much
like incurred loss retrospective plans, but there are funda-
mental differences as shown here. Those differences can
significantly affect the purchaser’s final cost of insurance
and the degree of assumed risk.

• Retrospective plan—Maximum premium: Greater
than 100% of the guaranteed cost premium.

• Retention plan—Maximum premium: Exactly 100%
of the guaranteed cost premium. A higher amount of
underwriting is assumed by the insurer. The retention
factor reflects the higher insurer risk. Because divi-
dends cannot be guaranteed, there is the risk that even
with a favorable loss experience no dividend will be
forthcoming.

Cash Flow Plans

A cash flow plan is structured so that the insured has the
benefit of premium dollars until they are actually needed to
pay claims. An expected loss retrospective rating is a cash
flow plan variation on incurred loss retrospective rating
plans. Under an expected loss retrospective plan, premium
payments are determined at policy inception based on a fi-
nal premium using the reduced loss experience the insured
expects to achieve. This is in contrast to an incurred loss
retrospective plan where the insured pays the standard
premium during the policy term.

There are also paid loss retrospective plans, where the
insured reimburses the insurance company as claims are
actually paid.

When using an expected loss retrospective plan, premi-
ums are reduced so that the total premium payments prior
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to audit equal the retrospective premium with the expected
loss experience. The dollar difference between the two
premium payment schedules is available to the insured.

Legal Issues—Use of Federal Funds

If federal funds are being used for the project it will be
necessary to comply with federal regulations when han-
dling refunds from loss sensitive insurance plans. “These
(49 C.F.R. Part 18, Subpart C, Post-Award requirements)
Department of Transportation regulations encourage pro-
gram income in order to reduce program costs. Program
income, rebates, refunds, contract settlements, audit recov-
eries and interest earned on those funds are to be disbursed
before requesting additional cash payments” (14).

The Cash Management Improvement Act prescribes
rules and procedures for the transfer of funds between the
federal government and the states under federal programs.
Specifically, this act states

If a State receives refunds of funds disbursed by the State un-
der a Federal program, the State shall return those refunds to
the Federal executive agency administering the program or
apply those refunds to reduce the amount of funds owed by the
Federal Government to the State under such program. Interest
earned on such refunds shall be considered when setting over-
all interest obligations between the State and the Federal Gov-
ernment as required by this section (31 U.S.C. 6503(f)) (15).

Office of Management and Budget Circular A-87 sets
forth criteria for determining costs for federal grants, con-
tracts, and other agreements with state and local govern-
ments (16).

Applicable credits refer to those receipts or reduction of ex-
penditure-type transactions that offset or reduce expense items
allocable to Federal awards as direct or indirect costs. Exam-
ples of such transactions are: purchase discounts, rebates or
allowances, recoveries or indemnities on losses, insurance re-
funds or rebates, and adjustments of overpayments or errone-
ous charges. To the extent that such credits accruing to or re-
ceived by the governmental unit relate to allowable costs, they
shall be credited to the Federal award either as a cost reduction
or cash refund, as appropriate.

Therefore, DOTs must apply any insurance refunds to the
costs of the project. Federal guidelines require that over-
payments and any resulting interest be immediately recov-
ered and either used to pay current project costs or the fed-
eral portion returned to the U.S. Treasury (14).

In May 1999, the Office of Inspector General, U.S.
DOT, issued a recommendation that the FHWA review the
policy regarding reimbursement for insurance and establish
guidelines to ensure that returned premiums are recovered
and applied to current costs or returned to the U.S. Treas-
ury. The FHWA responded in September 1999 that it
would “… issue a policy on insurance programs that ensures

the Federal share of premium adjustments on highway
projects is immediately applied to other project costs or
credited to the State’s Federal-aid account, and reserve ac-
counts do not exceed allowable amounts.” An interim pol-
icy was issued January 8, 2002 (see Appendix C).

STATE HIGHWAY AGENCY OCIP EXPERIENCE

DOTs that have used OCIPs for their major projects re-
ported satisfaction with the results as shown by the fol-
lowing comments. That satisfaction is the result of a percep-
tion that safety was enhanced, responsiveness to the public
was enhanced, and in some cases there were cost savings. In
Ohio, an extra $300,000 was spent to enhance safety.

• Central Artery/Tunnel Project, Boston, Massachu-
setts—Cannot document but believe there are savings
through reduced litigation, efficient purchasing of in-
surance, safety prevention and loss control, and re-
duced premiums for general liability and workers’
compensation insurance.

• I-15 Reconstruction, Salt Lake City, Utah—Precon-
struction survey consultant certifies that more than
$30 million was saved. Safety record, both project
(loss history went down) and public (speed through
work zone was 75 mph in a 50 mph zone, with few
accidents) were excellent. Good public relations lead
to few complaints over small claims (contractor less
likely to tell folks to ‘buzz-off’). The claims process
was controlled much better.

• US Route 220/I-99 Project, Pennsylvania—They are
trying to capture data for proof at the end, but it is too
early to say right now. They are comparing the proj-
ect accident and injury rates to national averages.

• Anchorage International Airport Terminal Redevel-
opment Project, Anchorage, Alaska—The broker
must provide savings data. Calculate manual rate
costs compared to OCIP costs. Other non-DOT proj-
ects have had savings.

• Fort Washington Way, Cincinnati, Ohio—Very safe
project: after 2.5 million person-hours incident record
is 0.17 (4.7 national average), insurance claims han-
dled expeditiously, full-time safety managers (con-
tract requirement and pay item) help carry the day.
Proved there was no savings due to absence of work-
ers’ compensation insurance in the OCIP, in fact,
$300,000 cost. Owner wanted a safe project and felt
cost was reasonable to obtain that goal.

• New Mexico Corridor 44 Project, New Mexico—Will
try to document at the end. Cost per person-hour will
be compared to national average. Should be about
one-third of national average.

• Suncoast Parkway Project, Florida—A safe work-
place: the loss ratio (L.R.) was lower than the average
L.R. for construction statewide. More than 3.3 million
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person-hours without a fatality. Financial savings of
2% of construction costs ($8.8 million). Premiums,
$4.5 million broker insurance loss fund (actual
cost/pay out), $2.3 million loss fund cap ($2.1 million
paid out to date).

• Superstition Freeway, Maricopa County, Arizona—
Too early to say, but the intangible benefits from the
extensive safety program are very good. Safety is a
big plus for the OCIP.

• Blue Water Bridge Project, Michigan—Low loss ex-
perience, less than 25%. $1.8 million reimbursed to
Michigan DOT (about 2% of construction costs).
Agent estimated $10 million; actual was $5 million.

Many of the agencies are candid is stating that they be-
lieve there are cost savings, but they were not able to
document at the time of the survey for this synthesis. The
calculation of actual dollar savings experienced when us-
ing an OCIP is a complex task; however, it is possible to
develop responsible estimates of the savings.

Pre-Bid Cost Savings Estimate

Any cost savings estimate made before a project is bid will
have to rely on (1) estimated labor-hours, by craft, to com-
plete the work and (2) assumed contractor experience
modifier ratings (E-mods) necessary to identify applicable
insurance rates. With this information an estimated cost of
“contractor” insurance can be calculated. The savings
would then be projected based on the OCIP obtaining
comparable or in most cases better insurance coverage at a
lower rate because of a lower expected loss experience and
because of economies of scale.

Post-Bid Cost Savings Estimate

After the prime contractor and associated subcontractors
are identified, the labor and E-mod information can be so-
licited directly from the involved contractors. Each con-

tractor project participant as part of the OCIP enrollment
process provides their own estimate of labor-hours by craft
(see Appendix F, Insurance Calculation Worksheets) and
their specific E-mod (see Appendix F, Experience Rating
Request Letter). Again, with those two pieces of informa-
tion, a contractor cost of insurance can be calculated. In
this case actual E-mod data are being used, which can im-
prove the estimate; however, there is still the possibility
that the labor-hour estimates will not reflect the final labor-
hour requirement to complete the work. The savings are
calculated using the contractor data and OCIP’s expected
lower loss experience insurance rate.

Post-Construction Cost Savings Calculation

The actual OCIP savings can only be calculated after the
project is completed. When the project is finished the ac-
tual labor-hour data are available to calculate contractor in-
surance cost. The actual cost of the OCIP is also available
at that time. This may, however, be several years after
work in the field is completed, because it can take years to
finally settle all insurance claims.

Because the actual savings cannot be calculated until
some time in the future, some parties have questioned the
projected savings that can be achieved with an OCIP. They
have a valid point. However, it can also be stated that a
contractor has the same problem. A contracting firm pur-
chases insurance based on its historical E-mod. With an
OCIP, an agency institutes a very strict safety program to
receive a reduced insurance premium based on a projected
loss experience that will be better than the contractors’
historical experience. One rate structure is based on look-
ing back and the other is based on taking positive action
and looking forward. Savings are realized only if the
owner and contractor together achieve the anticipated lost
experience. Studying the experience records for the previ-
ously mentioned projects, five of the nine specifically
comment on “a safe workplace” and “low loss experience,”
which are good indicators that the OCIP is a success.
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CHAPTER THREE

DEVELOPING AN OWNER CONTROLLED INSURANCE PROGRAM

OCIPs are a good risk-management tool for projects hav-
ing very specific risk and cost characteristics. Therefore, a
feasibility study must be undertaken to assess whether a
given project has the proper characteristics for a successful
OCIP. That study should be conducted prior to any deci-
sion on how to administer the program and any negotia-
tions with insurance brokers for services. If external ex-
pertise is needed to support or conduct the study a broker
or consultant should be hired independently.

Expected cost savings are the primary attraction of an
OCIP. Cost savings are usually found in the workers’ com-
pensation component of insurance expenses; therefore, the
number of labor-hours required to complete a project is a
critical decision variable. Together with direct insurance
cost savings there are indirect cost savings associated with
having a single point for processing claims and, possibly,
of most importance, less litigation. However, the OCIP
should be viewed principally as a risk-management tool
and not as a risk-financing tool; what is the best way to
protect the project owner from project construction risks?

The contractors who participate in the project OCIP
have both real and perceived concerns that must be ad-
dressed during program design. Attention to contractor
concerns could lead to superior OCIP performance, which
benefits both the owner and the contractor.

SITE DEFINITION

The early CIPs were used for building projects and the site
definition for insurance coverage purposes identified a
very specific area, usually one that was fenced. Most
transportation projects do not fit such an ideal OCIP proj-
ect site definition. The site for a transportation project can
be defined as the land constituting the project right-of-way,
but typically the site definition includes not only the physi-
cal construction site but also any supporting sites dedicated
100% to the project work. For example, a contractor’s
portable batch plant located a short distance from the proj-
ect, but dedicated strictly to the OCIP project, would be
covered and subject to the safety program and rules. A
material supplier who is providing aggregate for several
area projects from the same pit would not be covered.
However, if the same aggregate supplier were providing
material from the pit solely to the OCIP project, and no
other projects, then the supplier would be eligible for in-
clusion in the OCIP. In one case, the designer’s office

space in another state was covered as long as they were
working solely on the OCIP project. The site definition
generally covers the “zone of influence” with respect to
traffic-control devices so that those employees maintaining
the signs and devices are covered under the OCIP. The Su-
perstition Freeway (US-60) site definition, extracted here,
contains such a zone of influence statement.

Superstition Freeway (US-60), Maricopa County, Arizona

Project Site: For purposes of the OCIP, the Project Site
includes the limits of ADOT’s right-of-way as described
in Section C-III, Section 210, on I-10 the north and south
termini of I-10 work, and between I-10 and the east ter-
minus of US-60 work as identified in the Design-Builder’s
Technical Proposal; areas immediately adjacent thereto
on which work is being performed exclusively for the
Project, including local roads, public easements, rail-
roads, and temporary construction easements on which
Design-Builder and Subcontractors perform work under
their respective contracts; areas where traffic control de-
vices are set exclusively for this project; and other such
sites exclusively related to this Project that have been
specifically disclosed by Design-Builder and its Subcon-
tractors, approved by the Project Manager and accepted
by the insurance company(ies) prior to work beginning at
such site. Some examples of other such sites include
staging areas, batch plants, materials pits, storage ar-
eas, project offices, and field testing laboratories, but
only if used exclusively for this Project. (Italics added.)

Unique site definitions limiting coverage to specific
physical areas can cause problems. They can give the
impression that if a worker is injured in connection with
the project work, but outside the parameters of the site
definition, there is no coverage under the OCIP. Under
such circumstances, the applicable state statute may
automatically extend the coverage beyond any site
definition because of the “arising out of or in connection
with” rule that applies in most states (17). Use of such site
definition statements will also cause problems with the
contractor’s insurer, who may require full premiums based
on all-project payroll because of difficulty in determining
which employees and how much of their labor is
associated with “off-site activities.”

As discussed earlier, contractors generally have numer-
ous off-site activities at laydown yards, temporary plant
sites, and equipment maintenance facilities. In the case of
the Central Artery/Tunnel (CA/T) project, the OCIP manual
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specifically addresses how off-site locations could be
added to the OCIP coverage.

Central Artery (I-93)/Tunnel (I-90) Project, Boston,
Massachusetts

Project Sites: All designated Project locations in the
Central Artery/Tunnel Project construction project under
the control of the Massachusetts Highway Department
and Bechtel/Parsons Brinckerhoff located in Boston,
Massachusetts, surrounding areas, and the West Vir-
ginia Tunnel Test Site.

“Project Sites” are further limited to those areas at or
from which each Approved Program Participant’s work is
performed under its contract.

All designated “Offsite Locations” must be pre-approved for
coverage under the Wrap-up Program by submitting the nec-
essary information to the Project Insurance Broker.

It is difficult to describe a site definition that covers all
the possibilities. To avoid the problems inherent in very
specific site definitions that limit OCIP coverage, the in-
surance can simply be tied to losses arising out of the proj-
ect work (17). An example of such an open coverage
statement, the Fort Washington Way site definition, is pro-
vided here.

Fort Washington Way Highway Project, Cincinnati, Ohio

Project Site: Employees performing services under
Contract are covered under the OCIP only while working
on-site and under certain circumstances while off-site, as
long as their off-site work is directly related to the Project
Site. It does not include manufacturing, fabrication, or
other operations at the Contractors’ or Subcontractors’
off-site main or branch offices, factories, warehouses, or
similar places of business. Employees are not covered
while traveling between home and the Project Site.

The reason for limiting coverage to defined sites is to
avoid having contractors charge losses associated with
other work to the OCIP. If proper management controls are
employed in the execution of the OCIP, then an effective
audit trail should exist to determine the validity of suspi-
cious claims.

The following are additional site definition examples.

Southeast Corridor Project, Denver, Colorado

Project Site: The T-REX Project Site, specifically in-
cluding: the geographic location of the project defined by
legal boundary lines identified in the Contract Docu-
ments between Southeast Corridor Constructors (SECC)

and the Colorado Department of Transportation (CDOT)/
Regional Transportation District (RTD), and areas or
ways contiguous thereto which are:

1. controlled and directed by SECC where incidental 
operations are preformed,

2. areas where construction offices are located,
3. locations set up by SECC for storage of material 

or equipment,
4. temporary locations, and
5. sites used for the import or export of soil.

Including but not limited to:

1. The T-REX project site;
2. 7200 South Alton Way, Englewood, Colorado 

80112;
3. 5450 South Syracuse, Greenwood Village, Colo-

rado 80111;
4. Pier 1 Office, 4401 E. Evans Avenue, Denver, 

Colorado 80222; and
5. Belleview Trailer Complex, 4865 S. Quebec 

Street, Denver, Colorado 80237.

I-15 Reconstruction Project, Salt Lake City, Utah

Project Site: Those activities at the Project Site or ema-
nating there from. The OCIP does not provide insurance
coverage for permanent yards or other locations of any
contractor/subcontractor. The OCIP does not cover con-
sultants, suppliers, vendors, materials dealers, guard
services, janitorial services, truckers (including trucking
to the project where delivery is the only scope of work
performed), and other temporary project services.

New Mexico Corridor 44 Project

Project Site: That area described in the construction
contract documents including the areas available for
contractor operations, access routes, rights-of-way, and
any approved additional sites necessary or incidental
thereto in connection with the work at or emanating from
the project site. (All additional sites must be approved by
the carrier.)

INSURANCE COVERAGE

Insurance for a typical CIP includes the following cover-
ages (Appendix D):

• General liability insurance;
• Workers’ compensation and employer’s liability in-

surance;
• Builder’s risk insurance, including coverage for prop-

erty in transit and property stored off-site; and
• Umbrella or excess liability insurance.
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Depending on project-specific risk and the sponsor’s
preferences other coverages may be included in the CIP.
For the CA/T project in Boston the owner additionally
purchased

• Airport contractor’s liability insurance, because of the
work on and around Logan Airport, and

• Railroad protective liability insurance, because the
work abutted and passed under multiple operating
railroad lines.

Because the I-15 reconstruction project in Salt Lake
City was a design-build project, the OCIP included profes-
sional errors and omissions liability insurance. The Metro-
politan Washington Airports Authority incorporated a
blanket pollution abatement liability policy in their OCIP
(18). This policy provided coverage for abatement con-
tractors and third parties during removal and cleanup of
underground storage tanks.

Two insurance coverages are never included in a CIP:
(1) contractor’s tools and equipment, and (2) automobile
liability. These coverages always remain the contractor’s
responsibility. All 10 of the transportation departments in-
terviewed for this synthesis and all CIP experiences that
were found in the literature support this blanket assertion.
Many CIP reports have definitively stated this point.

No Wrap-up program includes automobile liability for con-
tractors or subcontractors, nor should it. Vehicles move to and
from other jobs and other locations with ease and frequency
and therefore are best insured separately. And for the same ba-
sic reason it is not customary to provide physical loss or dam-
age protection for contractors’ equipment (3).

WORKERS’ COMPENSATION INSURANCE

Although workers’ compensation insurance may not be the
primary reason that a CIP is used for project risk control, it
is the key financial incentive. The workers’ compensation
coverage offers the greatest potential for premium savings
of any of the coverages under a CIP. Good loss experience,
as a result of an aggressive CIP safety program, results in
lower premiums and, depending on the structure of the in-
surance, there can even be refunds at the end of the project.
However, in the five states that require all workers’ com-
pensation coverage to be purchased from a monopolistic
state fund [North Dakota, Ohio, Washington, West Vir-
ginia, and Wyoming (Nevada was a monopolistic state un-
til July 1, 1999)], the potential for financial savings from a
CIP is practically nonexistent.  With the workers’ compen-
sation component removed there is very little, if any, fi-
nancial savings. The only benefit to the owner (and work-
ers) is a very safe project with few if any lost time
accidents or fatalities. This safe project issue was the rea-
son that an OCIP was used for the Fort Washington Way

highway project in Ohio. How a monopolistic state fund
would react to an offer to participate in an OCIP is un-
known; this is a matter that has not been broached.

By state workers’ compensation statutes, an employee
who suffers a job-related injury because of an accident or
occupational disease is entitled to specific employer-
provided benefits. An injured worker’s sole remedy against
their employer is through the workers’ compensation law.
Therefore, there are no policy limits for workers’ compen-
sation insurance statutory benefit obligations. The liability
is proscribed under the applicable state workers’ compen-
sation law. However, even after such policy payments are
made, there still exists the possibility of work-related in-
jury liability claims for damages that are outside state stat-
ute-prescribed benefits. Such employee injury claims are
typically excluded under commercial general liability
(CGL) policies. To have protection from liability claims an
employer must additionally have nonstatutory coverage.

A standard workers’ compensation policy provides two
basic coverages: (1) employer statutory liability benefits
payable under the laws of the covered state, and (2) employer
nonstatutory liabilities. The second coverage provides secu-
rity for claims by employees or their dependents that fall
outside the protection of workers’ compensation law.

For the 10 projects studied for this synthesis, two (CA/T
and the Anchorage International Airport projects) had em-
ployer’s liability limits of $2 million for bodily injury by
accident, bodily injury by disease (both policy limit and
each employee). The other eight projects all had $1 million
liability limits for bodily injury by accident, bodily injury
by disease (both policy limit and each employee).

The benefits payable under the statutory liability portion
of the policy are specifically excluded from the coverage
under the nonstatutory coverage. This coverage combina-
tion is only in respect to the specific state’s workers’ com-
pensation statute, and there can be liabilities under the laws
of other states. Therefore, there can be a third part to the
policy—other states insurance— that provides coverage for
liabilities payable under workers’ compensation statutes of
specified additional states.

Other States Coverage

As appropriate for project activities, an “other states” cov-
erage extension can be obtained. The other states workers’
compensation insurance extension provides coverage for
liabilities payable under the workers’ compensation statutes
of specified additional states. The particular states must be
named in the policy because the coverage is only for the
specified states. The primary workers’ compensation risk
is at the project site proper, but incidental project activities
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may take place in another state or it can happen that crews
hired from a different state are employed on the project. A
standard workers’ compensation insurance policy responds
only to statutory liability under the laws of the state named
in the policy. Coverage does not apply to claims payable
under any other state’s statutes unless the state is listed in
the other states extension. Additionally, the second part of
the workers’ compensation policy (employer nonstatutory
liabilities) will not respond because that part of the policy
specifically excludes benefits payable under a workers’
compensation statute.

Other states coverage for incidental exposures in the
five monopolistic states cannot be obtained. It is possible,
however, to purchase employer’s liability insurance to re-
spond to nonstatutory liabilities from injuries in those
states. CIP managers should carefully evaluate the issue of
exposures in monopolistic states.

Stop Gap Coverage

In the monopolistic states, the state fund workers’ compen-
sation insurance applies only to the statutory benefits and
does not provide employer liability coverage. Thus, with
monopolistic state workers’ compensation insurance there
can be a gap in liability coverage. Consequently, a CIP in
those states would have to either have an employer’s non-
statutory liability coverage endorsement or the participat-
ing contractors would have to purchase such coverage out-
side the CIP.

Federal Compensation Acts

Standard workers’ compensation and employer’s liability
policies exclude coverage of all bodily injury claims by
persons covered by federal compensation acts. One par-
ticular act of concern is the Longshore and Harbor Work-
ers’ Compensation Act (LHWCA), which frequently ap-
plies to construction employees working on or near
navigable waters. The International Risk Management In-
stitute reports that federal courts tend to broadly interpret
the qualification parameters, thereby making construction
workers eligible for coverage under this act when their
work is performed on or near navigable waters (19). Spe-
cifically, workers constructing bridges over navigable wa-
ters are covered under the LHWCA [LeMelle v B.F. Dia-
mon Construction Co., 674 F2d 296 (4th Cir 1982);
Gilliam v Wiley N. Jackson Co., 659 F2d 54 (5th Cir
1981); and Browning v B.F. Diamond Construction Co.,
676 F2d 547 (11th Cir 1982)]. Typically, the benefits pay-
able under these acts will be two or three times greater than
benefits under state workers’ compensation statutes. If a
project involves work adjacent to or over a navigable
waterway an endorsement will be needed to add for
LHWCA coverage.

LHWCA coverage endorsements to the standard work-
ers’ compensation policy were obtained for the CA/T proj-
ect in Boston, and for the Blue Water Bridge project in
Michigan.

Policy Issuance

In some states it is required that workers’ compensation in-
surance policies be issued to the participants. Therefore,
the CIP broker will have to make arrangements for the in-
surance company to issue individual policies to each con-
tractor (see the New Mexico 44 project and the Pennsylva-
nia US Route 220/I-99 project examples described here).
These are typically referred to as “underlying” policies.

Workers’ Compensation Insurance Examples

Central Artery (I-93)/Tunnel (I-90) Project, Boston,
Massachusetts

Workers’ Compensation Insurance in statutory amounts for the
Commonwealth of Massachusetts and $2,000,000 limit of Em-
ployer’s Liability.

Employer’s Liability Limits
Bodily injury by accident $2,000,000 each accident
Bodily injury by disease $2,000,000 policy limit
Bodily injury by disease $2,000,000 each employee

There is a Workers’ Compensation Large Deductible
Agreement between the Commonwealth of Massachusetts,
acting by and through the Massachusetts Department of High-
ways (owner) and the insurance company (company). By that
agreement the owner is obligated to reimburse the company
for loss payments as follows:

Maximum loss reimbursement limit per claim shall be:
For bodily injury by accident $1,000,000 per employee
For bodily injury by disease $1,000,000 each claim

The maximum loss reimbursement limit for one or more
bodily injuries because of one occurrence shall be $3,000,000,
regardless of the number of Named Insureds or the number of
persons injured in that occurrence.

The CA/T insurance arrangement is very close to complete
self-insurance for all workers’ compensation occurrences.

Southeast Corridor Project, Denver, Colorado

Workers’ Compensation

Statutory Colorado Benefits

Employer’s Liability Limits
Bodily injury by accident $1,000,000 each accident
Bodily injury by disease $1,000,000 policy limit
Bodily injury by disease $1,000,000 each employee
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I-15 Reconstruction, Salt Lake City, Utah

Limits: 1. Workers’ Compensation Statutory
2. Employer’s Liability

$1,000,000 each employee—Bodily injury by accident
$1,000,000 each employee—Bodily injury by disease
$1,000,000 Bodily injury by accident or disease—Any
one accident.

US Route 220/I-99 Project, Pennsylvania

Workers’ Compensation and Employer’s Liability Insurance will
be provided in accordance with Pennsylvania State Law. Each
contractor and all tiers of subcontractors will receive a copy of
their own Workers’ Compensation policy. Limits of Liability and
coverages will be as follows:

(a) Workers’ Compensation—State of Pennsylvania Statutory 
Benefits

(b) Employer’s Liability—Designated Premises Only
(i) $1,000,000 Bodily injury each accident
(ii) $1,000,000 Bodily injury by disease—Policy limit
(iii) $1,000,000 Bodily injury by disease—Each

employee
(c) Endorsements

(i) 60 Days Notice of Cancellation
(ii) Voluntary Compensation Endorsement
(iii) Other States Endorsement
(iv) U.S. Longshoremen’s and Harbor Workers

(d) SPECIAL CONDITIONS—DRIVERS
DRIVERS FOR ENROLLED CONTRACTORS WILL BE
COVERED FOR WORKERS’ COMPENSATION WHEN THEY
ARE ON SITE. COVERAGE WILL EXTEND TO LOADING
AND UNLOADING ON SITE. OFF-SITE COVERAGE WILL BE
PROVIDED WITHIN FIVE (5) MILES OF JOBSITE.
COVERAGE DOES NOT APPLY TO INDEPENDENT
TRUCKERS SINCE THEY ARE NOT EMPLOYEES OF THE
ENROLLED CONTRACTOR.
(e) SPECIAL CONDITIONS—BATCH PLANT EMPLOYEES
BATCH PLANT EMPLOYEES OF AN ENROLLED
CONTRACTOR WILL BE COVERED FOR WORKERS’
COMPENSATION WHILE PLANT IS IN OPERATION. NO
ASSEMBLY OR DISASSEMBLY COVERAGE WILL BE
PROVIDED UNDER THE OCIP.

New Mexico Corridor 44 Project

Workers’ Compensation and Employer’s Liability Insurance will
be provided in accordance with applicable State laws. Each
contractor and all tiers of Subcontractors will receive a copy of
their own Workers’ Compensation policy. Limits of Liability and
coverages will be as follows:

(a) Workers’ Compensation—State Statutory Benefits
(b) Coverages—Designated Premises Only:

(i) $1,000,000 Bodily injury each accident
(ii) $1,000,000 Bodily injury by disease—Policy limit
(iii) $1,000,000 Bodily injury by disease—Each

employee.

Superstition Freeway (US-60), Maricopa County, Arizona

Statutory workers’ compensation insurance to cover litiga-
tions imposed by federal and state statutes having jurisdic-
tion of its employees engaged in the performance of the
work, and employer’s’ liability with minimum limits of liability
are as follows:

 $1,000,000 bodily injury by accident for each person
 $1,000,000 bodily injury by disease for each person
 $1,000,000 bodily injury by disease policy limit

Coverage will apply only to employees of the Design-Builder
and its subcontractors for work performed at the Project Site.
Workers’ Compensation Insurance and employer’s liability will
also include: (1) employees (including drivers) of the Design-
Builders or Subcontractors, while hauling in the conduct of
business performed exclusively for the Project, and (2) em-
ployees of the Design-Builder or Subcontractors engaged in traf-
fic control exclusively for this Project. Coverage will not apply with
respect to employees of independent truckers/haulers, vendors,
suppliers, or other entities who are not Subcontractors.

COMMERCIAL GENERAL LIABILITY INSURANCE

There are several options for structuring CGL insurance
coverage for a CIP. The conventional approach is to have a
primary CIP policy for all insureds (owner, contractor, and
accepted subcontractors). This policy will have a single per
occurrence limit for all insureds and an annual policy ag-
gregate at multiples of that single limit. This is the cover-
age method used for most transportation projects. (Specific
project coverage limits are given in the OCIP Commercial
General Liability Insurance Examples section that fol-
lows.) A common umbrella policy (excess liability) is used
to address project exposures above the primary CIP policy
limits. Insurance market conditions will influence the
structure of the primary and excess policies, but a reasona-
bly high excess liability is typically a relatively inexpen-
sive program component. This approach will also satisfy
large contractors who have concerns about claims exceed-
ing the CIP coverage limits and then adversely affecting
their own insurance program (6).

Another option for structuring the CIP general liability
coverage is to provide each contractor with a dedicated per
occurrence limit, supplemented by a large common excess
liability umbrella. This seems to be a more costly approach
and has not been used with CIPs for transportation
projects.

Some of the coverages under the CGL policies are for
liabilities resulting from interactions with the public. Tra-
ditionally, when a contractor is faced with a damage claim
from a private individual, or someone not associated with
the project, there is a tendency to ignore the problem until
pressed into litigation. Under a CIP the on-site insurance
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  TABLE 2
  PROPERTY DAMAGE COVERAGE

Damage to: Arising out of: Impact
The insured contractor’s work The insured contractor’s operations Not covered
The insured contractor’s work A subcontractor’s work Covered
A subcontractor’s work That subcontractor’s work Covered
A subcontractor’s work Another subcontractor’s work Covered
A subcontractor’s work The insured contractor’s work Covered

  [Source: Construction Risk Management, Vol. II, International Risk Management Institute (20)].

representative can process many such claims in an expedi-
tious manner. In terms of community relations, prompt
settlement of such claims is a bonus for the project. On the
other hand, owners have noted that some insurance com-
panies are sometimes too eager to settle without checking
the validity of the claim.

CGL coverages that are usually part of a CIP include

• Contractual liability;
• Broad Form Property Damage;
• Independent contractor liability;
• Completed operations;
• Explosion, Collapse, Underground Property coverage;
• Personal and advertising injury liability; and
• Employees as insured.

On the CA/T project in Boston the CGL also included fire
damage legal liability.

It is best if standard Insurance Service Office, Inc., pol-
icy forms (possibly with modification) are used for the
primary layer of CGL coverage. CDOT specifically told
contractors that a “Standard Insurance Services Office
(ISO) Commercial General Liability Insurance policy or
equivalent . . . ” would be used for the Southeast Corridor
PCIP. Excess liability is always written on nonstandard
forms. The advantage of using standard policy forms is
that their terms and conditions have already been tested
in the courts (6). Standard ISO CGL policies with a
1986 or later edition date automatically include all the
above-listed coverages. Coverage A of the ISO CGL
policy provides all of the listed types of bodily injury or
property damage liability coverages under one agree-
ment. Coverage B of the ISO CGL policy expands the
scope of the policy’s coverage to include personal and
advertising injury liability, and Coverage C reimburses
medical expenses incurred by members of the public who
are injured on the contractor’s premises or because of the
contractor’s operations (20).

Contractual Liability

Contractors assume substantial liabilities through the in-
demnity (or hold harmless) provisions of construction

contracts. By contract, it is often required that contractors
indemnify the project owner against third-party claims
arising from their construction operations on the project.
The CGL will cover such liabilities. Additionally, the par-
ticipants in a CIP are usually insured under one policy, but
they remain separate legal entities and can bring suit
against one another. The ISO CGL policy makes clear that
there is a separation of insureds. This separation preserves
the policy’s coverage with respect to suits filed by one in-
sured against another insured. (See the OCIP CGL cover-
age statements for the Fort Washington Way and New
Mexico Corridor 44 projects presented in the Commercial
General Liability Insurance Examples section.)

Broad Form Property Damage

The standard ISO CGL policies with a 1986 or later edition
date have an exclusion that precludes liability coverage for
property damage to the contractor’s completed work when
the damage is the result of the insured contractor’s own
operations. Coverage is however preserved, by exception
to the exclusion, for damage to a subcontractor’s work and
damages arising out of a subcontractor’s work (Table 2).
With an OCIP and all parties as named insureds it would
be assumed that all work is covered, but this issue should
be very carefully reviewed. The presentation in Table 2 is
for the case of a policy held by a general contractor. (See
the OCIP CGL coverage statements for the Fort Washing-
ton Way, New Mexico Corridor 44, I-15, and Superstition
Freeway projects presented in the Commercial General Li-
ability Insurance Examples section.)

Independent Contractor Liability

An owner employing a contractor or a contractor employ-
ing a subcontractor can be held vicariously (serving in the
place of someone, substitution) liable for that independent
contractor’s negligence. The ISO CGL coverage protects
the insured parties liable claims that arise because of an in-
dependent contractor’s negligence. (See the OCIP CGL
coverage statements for the Fort Washington Way, New
Mexico Corridor 44, and Superstition Freeway projects
presented in the Commercial General Liability Insurance
Examples section.)
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Completed Operations

Coverage A of the ISO CGL policy will respond to bodily
injury and property damage liability arising out of both
work in progress and completed work. The insured has
coverage subject to a separate “products-completed opera-
tions hazard” limit of insurance. Note that for each of the
CGL coverages included in the Commercial General Li-
ability Insurance Examples section there is a separate
products and completed operations policy limit stated.

“Coverage for completed operations claims arising out
of a wrap-up project is a major concern to contractors” (6).
With standard “occurrence-based” CGL policies, contrac-
tors are able to maintain, under their current CGL policies,
completed operations coverage for liability arising out of
past projects. However, when a contracting company per-
forms under an OCIP and removes CGL coverage from its
own policy there will be no completed operations coverage
for the OCIP project under the company’s own insurance
program. The cessation of completed operations coverage
under the OCIP prior to the running of the state statute of
repose plus one year for discovery is imprudent to all lay-
ers of the insureds. OCIPs should not be structured without
time (tail) extensions the match state statutes. The OCIP
CGL coverage for the Fort Washington Way project pro-
vided a completed operations extension for 3 years, how-
ever, the Ohio statute is 15 years. Both the I-15 and Super-
stition Freeway projects provided a completed operations
extension for 5 years, whereas the Utah statute is 6 years
and Arizona’s is 8 years. In Colorado, the PCIP has a 2-
year extension of completed operations liability coverage
that begins upon termination of the PCIP. However, the
contract documents also state that “CDOT/RTD may, in its
sole discretion, approve a further time extension of Com-
pleted Operations Liability insurance coverage.” Addition-
ally, the policy includes “ . . . completed operations cover-
age extending for 8 years after substantial completion of
the jobsite work and acceptance by CDOT/RTD or when
the project is put into its intended use” (21). The Colorado
statute is 6 years.

Explosion, Collapse, Underground Property Coverage

Prior to 1986, Explosion, Collapse, Underground Property
(XCU) coverage was excluded from standard form CGL
polices. XCU coverage is now contained in the standard
form CGL policies; however, some nonstandard CGLs
may exclude one or more of these hazards. The explosion
coverage applies to property damage arising from blasting
operations or other types of explosions. Collapse covers
structural property damage caused by excavation and
demolition activities. Underground coverage is for prop-
erty damage to specifically listed types of property (e.g.,
wires, pipes, and sewers) caused by mechanical digging,

pile driving, or excavating equipment. These coverages can
be eliminated by exclusion endorsements. The OCIP CGL
coverage for the Fort Washington Way, New Mexico Cor-
ridor 44, and Superstition Freeway projects included XCU
coverage. In Colorado, XCU was included because the
standard ISO form without the XCU exclusion was used
(21).

Personal and Advertising Injury Liability

Personal and advertising injury liability coverage is part of
Coverage B of the ISO CGL policy. Personal and adver-
tising injury is defined as injury, including consequential
“bodily injury,” arising from any of the following offenses:

• False arrest, detention, or imprisonment;
• Malicious prosecution;
• Wrongful eviction;
• Use of another’s advertising idea in your advertise-

ment; or
• Infringing upon another’s copyright trade dress or

slogan in your advertisement.

This coverage can be important because of the security
measures that are taken at CIP project sites. Strict security
measures expose the owner and contractor to claims of
false arrest or wrongful prosecution if someone is detained
or charged with trespass. The OCIP CGL coverage for the
Fort Washington Way and New Mexico Corridor 44 proj-
ects had a $1 million aggregate limit for this coverage. The
Superstition Freeway project OCIP had a $2 million ag-
gregate limit for this coverage and in Boston the aggregate
limit for personal and advertising injury was $25 million.

Employees as Insured

Employees are insureds for acts within the scope of their
employment with the various named insureds. The CIP
CGL should cover employees as insureds and provide cov-
erage for suits by one employee against another. The PCIP
in Colorado makes this point very clear, because in Ap-
pendix B of the T-REX Project Insurance Manual (21) it is
specifically acknowledged that “Employees are insureds
under the policy, and policy terms include ‘separation of
insureds,’ as defined by the standard Insurance Service Of-
fice (ISO) policy form.”

Fire Damage Legal Liability

Contractor’s tort liability coverage under the policy for
damages commonly referred to as “fire legal liability” is
included as part of Coverage A. As the name implies, the
coverage is only for fire damage and is subject to a sub-



25

limit within the policy’s overall limit (see the CA/T project
limits statement later in this section). When the contractor
occupies owner-provided property policy language with
the phrase “temporarily occupied by (the named insured)
with permission of the owner,” it becomes unnecessary for
a formal rental agreement involving the payment of money
to be in effect for the named insured to have coverage.

Insurance Limits

CGL insurance policies provide coverage for many differ-
ent kinds of liability and as a result specific liability limits
are specified in the policy for different types of claims. The
policy limits apply separately to each consecutive year that
the policy is in force.

General Aggregate

The total amount the policy will pay for all bodily injury,
property damage, personal and advertising injury, and
medical payment claims.

Products–Completed Operations Aggregate

The total amount the policy will pay for all bodily injury
and property damage claims included in the products-
completed operations hazard.

Personal and Advertising Injury Limit

This is the policy’s per person or per organization limit of
liability for claims involving covered personal and advertising
injury. Payments are subject to the general aggregate limit.

Each Occurrence Limit

The established maximum the policy will pay for all bodily
injury, property damage, or medical payments arising out
of any one occurrence.

Medical Expenses Limit

The maximum the policy will pay any one person for first aid
and covered medical expenses resulting from one accident.

Commercial General Liability Insurance Examples

The economy of scale afforded by the OCIP package,
combined with extensive loss control programs, allowed
the owners of the following transportation projects to pur-
chase sizeable liability limits.

Central Artery (I-93)/Tunnel (I-90) Project, Boston,
Massachusetts

Commercial General Liability Insurance under the Insurance
Services Office 1992 policy form applying to all insureds and
with the following limits:

$25,000,000 Per occurrence
$25,000,000 General aggregate, annually, and applying

separately to I-90 and I-93
$25,000,000 Products/completed operations aggregate
$25,000,000 Personal/advertising injury aggregate
$100,000 Fire damage legal liability
$5,000 Medical payments
Deductible*: (Responsibility of approved program participant)
$1,000 Per occurrence (property damage only),

except
$500 Per vehicle.

* Policy deductible is $2,000,000.

Southeast Corridor Project, Denver, Colorado

Commercial General Liability

Coverage is written on an “occurrence” basis.
The policy limits are (these limits reinstate annually):
$2,000,000 Bodily injury and property damage

combined single limit each
occurrence

$4,000,000 Annual completed operations limit
$4,000,000 Annual general aggregate limit.

I-15 Reconstruction Project, Salt Lake City, Utah

Provides coverage for Bodily Injury, Property Damage, Per-
sonal Injury and Products, and Completed Operations (Com-
pleted Operations has a 5-year extension).
Scope of Coverage

Operations: Work of an enrolled CONTRACTOR/ sub-
contractor of any tier performed at the
Project Site.

Insureds: The State of Utah, DEPARTMENT, CON-
TRACTOR, and enrolled Subcontractors of
all tiers.

Limits:
$2,000,000 Bodily injury and property damage com-

bined single limit
$10,000,000 General aggregate
$10,000,000 Products and completed operations and

annual aggregate
CONTRACTOR’s Deductible: Pay a deductible for Third

Party Property Damage/
Bodily Injury cost of
claims up to $5,000 per
claim or $10,000 per
vehicle accident.
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Fort Washington Way Highway Project, Cincinnati, Ohio

Commercial general liability insurance is provided for Owner,
Contractor, and each Accepted Subcontractor. The policy is
written on an ISO equivalent form and includes coverage for
premises/operations, independent contractors, products, and
completed operations extended for three years after comple-
tion of the work, broad form contractual liability, incidental mal-
practice, personal injury, explosion, collapse and underground
damage, and broad form property damage.

$1,000,000 Per occurrence limit
$1,000,000 Personal and advertising limit
$2,000,000 Products/completed operations aggregate limit
$2,000,000 General aggregate limit
$5,000 Medical payments
$1,000,000 Fire legal liability
$1,000,000 Stop gap employer’s liability per occurrence limit
$1,000,000 Stop gap employer’s liability aggregate
$1,000,000 Pollution liability per occurrence limit
$2,000,000 Pollution liability project aggregate.

Aggregates are reinstated annually, except for Pollution Liabil-
ity and the Completed Operations extension. Limits apply to
the project as a whole and not on a per contractor basis. (Ital-
ics added.)

The previous sentence raises major concerns for con-
tractors, especially prime contractors. The Superstition
Freeway (US-60) OCIP contains similar language; “The
limits of liability apply collectively to all insureds . . .”

When each contracting company provides its own in-
surance the limits apply only to that company. With an
OCIP if there is a major claim by one contractor and later a
second contractor experiences a major claim the protection
afforded the second contractor has been eroded. It was not
clear from the OCIP manuals examined how such a situa-
tion would be handled—does the first claim get full cover-
age and the second only partial or is the protection split
between the two claims?

New Mexico Corridor 44 Project

Commercial General Liability Insurance will be provided on an
“occurrence” form under a master liability policy. Certificates of
insurance will be provided to the contractor and all tiers of
Subcontractors reflecting the following Limits of Liability, Cov-
erages, and Terms:

(a) Limits of Liability
(i) $2,000,000 Each occurrence
(ii) $2,000,000 Personal injury and advertising
(iii) $6,000,000 General aggregate reinstated

annually
(iv) $6,000,000 Products and completed

operations
(v) $1,000,000 Fire damage
(vi) $5,000 Medical

(b) Coverage and Terms
(i) Occurrence basis
(ii) Products
(iii) Contractual liability specifically designating the

indemnity provision of this agreement as an in-
sured contract

(iv) Completed operations (five-year term)
(v) Independent contractor’s liability
(vi) Personal injury
(vii) Explosion, collapse and underground (XCU)

exclusion deleted; and
(viii) Designated premises only.

Superstition Freeway (US-60), Maricopa County, Arizona

Commercial general liability insurance with limits as indicated
below, insuring against bodily injury, broad form property dam-
age (including completed operations), personal injury (including
coverage for contractual and employee acts), blanket contrac-
tual, independent contractors, products, and completed opera-
tions. Further, the policy will include coverage for the hazards
commonly referred to as XCU (explosion, collapse, and under-
ground). Coverage will be extended to include all work within
fifty (50) feet of any railroad. The products and completed op-
erations coverage will extend for five (5) years after Final Ac-
ceptance of the Project or contract termination. The policy will
contain a severability of interest provision. The limits of liability
apply collectively to all insureds (italics added); however, the
minimum limits of liability are:

Scope of Coverage:

$2,000,000 Bodily injury and property damage
each occurrence

$5,000,000 General aggregate (annual)
$5,000,000 Products/completed operations

aggregate
$2,000,000 Personal and advertising injury

Coverage will apply only to work performed at the Project Site.
Such insurance will not include coverage for products liability to
any insured party, Design-Builder, Subcontractor, vendor, sup-
plier, material dealer, or others for any product(s) manufac-
tured, assembled or otherwise worked upon away from the
Project Site.

US Route 220/I-99 Project, Pennsylvania

Commercial General Liability Insurance will be provided on an
“occurrence” form under a master liability policy. Certificates of
insurance will be provided to the contractor and all tiers of sub-
contractors reflecting the following Limits of Liability, Cover-
ages, and Terms:

(a) Limits of Liability:
i. $2,000,000 Per occurrence
ii. $4,000,000 General aggregate (reinstated annually)
iii. $2,000,000 Products/completed operations aggregate
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iv. $2,000,000 Personal injury and advertising injury
per occurrence/annual aggregate

v. $100,000 Fire legal liability
vi. $25,000 Premises medical payments

(b) Coverage and Terms:
i. Occurrence basis
ii. Products
iii. Contractual liability specifically designating the in-

demnity provision of this agreement as an insured
contract

iv. Completed operations (five-year term)
v. Independent contractor’s liability
vi. Personal injury
vii. Explosion, collapse, and underground (XCU) ex-

clusion deleted
viii. Designated premises only.

Commercial General Liability Insurance Summary

A summary of CGL insurance coverage for the 10 CIP
programs studied is presented in Table 3.

The standard for bodily injury and property damage
seems to be $2 million of coverage. The completed opera-
tions coverage for two of the three mega projects, both ur-
ban projects (more than $1 billion in contract costs) was
$25 and $10 million. For the third project, which is also in
an urban environment, the completed operations limit was
only $4 million. This coverage differential may simply be a
result of an advantage in total program pricing. The higher
limits affect the umbrella insurance lower limits and pric-
ing. For the other projects completed operations coverage
varied from $2 to $6 million. General aggregate limits mir-
rored the completed operations limits in all cases.

BUILDER’S RISK

Construction projects involve unique risks not con-
templated by the coverage forms, underwriting ap-
proaches, and rating methods used to insure existing
buildings and contents (22).

Ownership of a construction project is a complicated issue.
The ownership of property and materials used in the con-

struction process changes as the construction work pro-
gresses. Materials and installed equipment may be pur-
chased and stored at the project site, at off-site storage lo-
cations, or may be in transit (see Superstition Freeway
OCIP builder’s risk example). Builder’s risk insurance is
specifically designed to cover the property loss exposures
that are associated with work under construction.

It is important therefore that an all-risk builder’s risk
policy be included in the CIP. The policy should be for the
benefit of all parties to the project. Even if a CIP includes
no other coverages, structuring a CIP exclusively for
builder’s risk coverage is a recommended risk-manage-
ment practice, because a single builder’s risk policy for the
benefit of all parties will eliminate potential coverage con-
flicts, duplication of services, and gaps, as well as ac-
knowledge that all tiers of contractors are considered as
members of the “team.”

The CIP builder’s risk policy should name all contrac-
tors, subcontractors, and suppliers (materialmen) as in-
sureds under the policy. The intent is to provide first-party
coverage under a single policy for physical damage losses
incurred during construction. Having one policy and nam-
ing all entities as insureds avoids disputes between multi-
ple insureds as to which party is responsible for a loss and
which party owned what property at the time of the loss.

Consequently, all of the construction contracts between the in-
sured parties should include a waiver of each party’s rights of
recovery against other insureds with respect to losses covered
by the CIP builder’s risk policy. A waiver of subrogation en-
dorsement to the policy further clarifies this intent. Failure to
execute these waivers may subject the CIP to multiple de-
ductibles (6).

The Arizona Superstition Freeway project OCIP con-
tained the following subrogation language:

The builder’s risk policy will be endorsed waiving the carriers
right to recovery under subrogation against the Owner, De-
sign-Builder, and its Subcontractors, for losses covered under
the builder’s risk policy (23).

Builder’s risk insurers typically use their own policy
forms rather than standardized ISO or American Associa-
tion of Insurance Services (AAIS) forms. The ISO and

TABLE 3
OCIP COMMERCIAL GENERAL LIABILITY INSURANCE SUMMARY

          Project
Project Size
($ millions)

Bodily Injury and
Property Damage

Completed
Operations

General
Aggregate

CA/T (Mass.) 14,500 $400,000,000 $25,000,000 $25,000,000
Southeast Corridor (Colo.)   1,670     $2,000,000   $4,000,000   $4,000,000
I-15 (Utah)   1,600     $2,000,000 $10,000,000 $10,000,000
US Route 220/I-99 (Pa.)      414     $2,000,000   $2,000,000   $4,000,000
Airport Expansion (Alaska)     350     $2,000,000   $4,000,000   $4,000,000
Ft. Washington Way (Ohio)     330     $1,000,000   $2,000,000   $2,000,000
Corridor 44 (N. Mex.)     250     $2,000,000   $6,000,000   $6,000,000
Suncoast Parkway (Fla.)     221     $5,000,000   $5,000,000   $5,000,000
Superstition Freeway (Ariz.)     184     $2,000,000   $5,000,000   $5,000,000
Blue Water Bridge (Mich.)     110     $5,000,000   $5,000,000   $5,000,000
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AAIS builder’s risk forms have serious coverage limita-
tions and if an insurer proposes to use such standard forms
the statements of coverage should be reviewed systemati-
cally to ensure that the desired coverage is provided.

Covered Property

The wording of the “Property Insured” and “Property Ex-
cluded” sections of the builder’s risk policy forms signifi-
cantly effects the specific property covered by the policy.
Consequently, those two sections of the offered policy
form should be carefully examined. On a project involving
extensive bridge work, with scaffolding and falsework,
coverage of such construction items is important (see Su-
perstition Freeway OCIP builder’s risk example, where
project-specific falseworks and forming are specifically in-
cluded in the coverage). Underground works, paving, and
excavation works may or may not be covered, but if there
is no coverage the items can be added by endorsement.
Most builder’s risk policies cover debris removal costs if
the debris is the result of damage to covered property.

This insurance will provide replacement cost coverage for all
real and personal property incorporated into the Project (in-
cluding engineered and project specific false works and
formings) while at the Project Site, off-site or in transit (23).

Covered Locations

A project owner, contractor, or subcontractor can be re-
sponsible for the loss of construction materials and in-
stalled equipment prior to actual delivery to the project
site. It is often necessary that materials and equipment be
stored at locations away from the project site. Some
builder’s risk policy forms exclude such stored or in-transit
materials and restrict coverage to property at the project
site. Policies that include coverage of stored materials, off-
site storage, and materials in transit are readily available.
With such coverage there are usually specific sublimits to
the aggregate limit (see Central Artery/Tunnel OCIP
builder’s risk example).

Excluded Property

Most builder’s risk policy forms exclude (1) automobiles,
trailers, aircraft, and watercraft; and (2) contractor’s tools,
equipment, and machinery not destined to become part of
the structure. (See the Superstition Freeway OCIP
builder’s risk example and note that it specifically states
that contractor’s equipment is not covered.)

This insurance will not cover any contractor’s equipment, in-
cluding, but not limited to machinery, tools, equipment, or
other personal property owned, rented, or used by the Design-
Builder or Subcontractors in the performance of their work on

the Project, which will not become a part of the work to be ac-
cepted by the Owner (23).

The New Mexico Corridor 44 project OCIP language
makes a similar reference to contractor tools and equipment.

The Builder’s Risk will not provide coverage against loss by
theft or disappearance of any materials (unless the materials
are to be incorporated into the Project), tools, or equipment of
the Contractor or any tier Subcontractor, or any other person
furnishing labor or materials for the Work and Contractor
agrees to indemnify, defend, and hold Mesa PDC Building
Company and its officers, agents, and employees harmless
from any such loss, theft, or disappearance (9).

Covered Perils

Most builder’s risk policies are of the “all risk” type. With
such a policy the exclusions define the scope of the cover-
age and commonly include

• War, nuclear hazard, and seizure or destruction of
property by governmental order;

• Earthquake, volcanic activity, and other earth
movement;

• Flood, sewer backup, and seepage; and
• Design error, except resulting damage.

Many of these exclusions are negotiable. The builder’s risk
portion of the OCIPs for the CA/T, Southeast Corridor, I-
15, and Superstition Freeway projects all include both
flood and earthquake coverage. Additionally, the Supersti-
tion Freeway project OCIP has design error coverage.

Design Error Exclusion

Most builder’s risk policies have a design error exclusion.
The exclusion within many policies eliminates coverage
only for the cost of correcting the design error, leaving in-
tact coverage for actual physical damage that results from
the error (see the Superstition Freeway OCIP example).

The policy will insure against “all risks” of direct physical loss
or damage, including flood, earthquake, and ensuing damage
as a result of faulty workmanship, material, construction, or
design (23).

Builder’s Risk Summary

Builder’s risk policies characteristically have multiple lim-
its of liability involving overall aggregate limits and sub-
limits of specific items or events. The CA/T project OCIP
has a per occurrence limit with overarching aggregate lim-
its for floods and earthquakes. It also contains sublimits for
off-site storage and property in transit. The DOT survey for
this synthesis revealed a wide range of builder’s risk coverage
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  TABLE 4
  OCIP BUILDER’S RISK INSURANCE

                Project
Project Size
($ millions) Limits Each Occurrence

CA/T (Mass.) 14,500 $400,000,000
Southeast Corridor (Colo.)   1,670 $200,000,000
I-15 (Utah)   1,600 $250,000,000
US Route 220/I-99 (Pa.)      414 Up to contract value
Airport Expansion (Alaska)     350 $170,000,000 (full replacement terminal building)
Ft. Washington Way (Ohio)     330 Not included
Corridor 44 (N. Mex.)     250 $25,000,000
Suncoast Parkway (Fla.)     221 $6,900,000 (for toll building only)
Superstition Freeway (Ariz.)     184 Blanket limit approach
Blue Water Bridge (Mich.)     110 Up to contract value

limits (Table 4). Two projects listed their coverage as up to
the contract value.

It can be seen in Table 4 that builder’s risk coverage
varies greatly depending on the project location. The most
extensive and varied coverage is on the CA/T project,
where working underground in a highly urbanized envi-
ronment presents greater risks. That project included a spe-
cialized endorsement to the builder’s risk policy. The next
highest coverage limit found was for the I-15 Salt Lake
City project OCIP. Again, this was an urban project, but it
did not have extensive underground work like the Boston
CA/T project. The Salt Lake City project did involve the
reconstruction of 144 bridges. The Anchorage International
Airport and the Southeast Corridor projects also have very
high coverage limits. The Anchorage International Airport
project is a terminal renovation project. Major building
projects have much higher exposure risk to possible fire
damage compared with a highway project where the expo-
sure to damage from fire is minimal. The Southeast Corri-
dor project incorporates 16.6 miles of Interstate highway
reconstruction in metropolitan Denver, with 19.1 miles of
new light-rail construction. The light-rail transit work in-
cludes construction of 13 new transit stations within the
Interstate right-of-way. Again, this is a project with a high
proportion of building construction exposure. When setting
builder’s risk policy limits the owner must evaluate both
the type of work and the work location.

Deductibles

Builder’s risk coverage is almost always written
subject to per occurrence deductibles (22).

The base OCIP builder’s risk deductible for the transporta-
tion projects investigated is tabulated in Table 5. By the
construction contract, contractors should be held responsi-
ble for reasonable deductibles under the builder’s risk pol-
icy. Responsibility for the first $10,000 to $25,000 of each
loss makes the contractor sensitive to property loss control

         TABLE 5
          OCIP BUILDER’S RISK INSURANCE DEDUCTIBLE

Project Deductible
CA/T (Mass.) $25,000
Southeast Corridor (Colo.)   $5,000
I-15 (Utah) $25,000
Airport Expansion (Alaska) $10,000
Corridor 44 (N. Mex.) $10,000
Superstition Freeway (Ariz.) $25,000
US Route 220/I-99 (Pa.)   $2,500

matters. This responsibility for deductibles should be spe-
cifically stated in the construction contract.

Contractors (and all tiers of subcontractors) shall be responsi-
ble for the first $10,000 of each and every Builder’s Risk loss
resulting from negligence (directly or indirectly) of said con-
tractor (24).

What this statement does not address is the issue of no
negligence. It would not be clear under this OCIP who
would pay the deductible in case of damage caused by
lightning, windstorm, or some similar type occurrence.
Many of the OCIPs reviewed had this same deficiency.

Owners and large contractors may have the capacity to
absorb large deductibles, but high deductibles can jeop-
ardize the financial viability of smaller contractors. If it is
desirable to purchase insurance with extremely high de-
ductibles the owner can accept responsibility for the de-
ductibles or there can be an arrangement where the owner
is responsible for the excess amount of the actual policy
deductible over the contractor’s responsibility.

Soft Costs Coverage

Builder’s risk policies typically contain an exclusion for
any type of consequential or indirect loss. Nevertheless,
coverage for such losses can be added to the builder’s risk
policy by endorsement. This could be an important com-
ponent of the coverage if the project owner is using an an-
ticipated revenue stream to finance the project.
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 The Southeast Corridor PCIP covers certain soft costs
(sometimes referred to as time-element losses), although
the specific coverage is not spelled out in the Manual (21).
In Exhibit H, under Builder’s Risk Insurance, the PCIP
states: “Completed Value Special Perils (“All Risk”) form
including sub-limits for delay in completion, certain soft
costs . . .” The OCIP for the Superstition Freeway project
in Arizona specifically includes soft costs associated with a
covered event.

Coverage will be extended to include soft costs, extra expense,
expediting expenses, and resultant damage to existing road-
ways and structures (23).

However, the Arizona OCIP has a further statement identi-
fying certain excluded costs. “This policy will not cover
loss of incentive bonuses, penalties for noncompletion,
delay in completion, noncompliance with any contract
condition, fines, penalties, or any costs incurred to elimi-
nate or reduce any of the foregoing.”

Builder’s Risk Insurance Examples

Central Artery (I-93)/Tunnel (I-90) Project, Boston,
Massachusetts

Builder’s Risk Insurance

Cover “All Risk” of direct physical loss or damage to property of
every kind and description that is destined to be a permanent
part of the Central Artery/Tunnel Project with limits of:

Limits:
$400,000,000 Per occurrence
$400,000,000 Flood/annual aggregate
$400,000,000 Earthquake/annual aggregate

Sublimits:
$25,000,000 Off-site storage, per occurrence
$10,000,000 Property in transit, any one occurrence,

excluding immersed tube transportation
to site

$10,000,000 Expediting expense, per occurrence
$10,000,000 Automatic acquisitions
(Note: These sublimits do not increase the limit of liability
payable in any one occurrence.)
Deductible: (Responsibility of approved program

participant)
$25,000 Per occurrence, except the Contractor

will be responsible for the first $100,000
of loss, per occurrence, for damage to
those contract works which are subject to
the higher deductible

$100,000 Immersed Tube Tunnel Contract #C05A1
$100,000 Immersed Tube tunnel Movement and

placement in Fort Point Channel Contract
#C09B1

$100,000 Construction of the Charles River
Crossing Contract #C19D1.

Southeast Corridor Project, Denver, Colorado

Builder’s Risk
Policy limit $200,000,000
Flood limit $10,000,000
Earthquake limit $50,000,000
Transit limit $1,000,000
Off-site storage limit $2,000,000
Contractor deductible $5,000 per occurrence.

I-15 Corridor Reconstruction, Salt Lake City, Utah

Builder’s Risk

All Risk coverage to protect against physical loss or damage to
work or any part thereof, including transit.

Scope of Coverage
A. Operations Work done by enrolled Contractors/

Subcontractors of any tier in respect of
the I-15 Reconstruction Project.

B. Insured UDOT, Wasatch Constructors, and all
Contractors/Subcontractors of any tier
enrolled in the I-15 Reconstruction
Wrap-up Program.

C. Limits $250,000,000—Project limit per occur-
rence subject to various sublimits. Cover-
age includes earthquake and flood sub-
limits of $100,000,000 per occurrence.

D. Contractor
Deductible

Contractor shall pay an amount equal to
the amount of any claim or $25,000,
whichever is less.

New Mexico Corridor 44 Project

Builder’s Risk Insurance provides “All-Risk” coverage on a re-
placement cost basis. This insurance will include the interests
of Mesa PDC, all Contractors, and all tiers of Subcontractors in
the Work.

The Builder’s Risk will not provide coverage against loss by
theft or disappearance of any materials (unless the materials
are to be incorporated into the Project), tools, or equipment of
the Contractor or any tier Subcontractor, or any other person
furnishing labor or materials for the Work and Contractor
agrees to indemnify, defend, and hold Mesa PDC Building
Company and its officers, agents, and employees harmless
from any such loss, theft, or disappearance.

Contractor (and all tiers of Subcontractors) shall be respon-
sible for the first $10,000 of each and every loss resulting from
fault of said contractor.

Superstition Freeway (US-60), Maricopa County, Arizona

Builder’s Risk Insurance: Owner will purchase and maintain, at
their own expense, a construction “all risk” insurance policy,
which will protect the interests of the Owner, Design-Builder,
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   TABLE 6
   OCIP EXCESS/UMBRELLA LIABILITY INSURANCE

                  Project
Project Size
($ millions)

Each Occurrence
($ millions)

Annual Aggregate
($ millions)

Products/Completed
Operation Annual

($ millions)

CA/T (Mass.) 14,500 400 400 Included
Southeast Corridor (Colo.)   1,670 100 100     4
I-15 (Utah)   1,600 100 100 100
US Route 220/I-99 (Pa.)      414   20   20   20
Airport Expansion (Alaska)      350   50   50   50
Ft. Washington Way (Ohio)a      330   50   50   50
Corridor 44 (N. Mex.)      250   50   50   50
Suncoast Parkway (Fla.)      221     4     8     8
Superstition Freeway (Ariz.)      184 100 100 100
Blue Water Bridge (Mich.)      110   45   45 —

      aAggregates are reinstated annually, except for the “Completed Operations” extension.

and Subcontractors of all tiers against loss, as specified below.
Such insurance shall commence at the start of the project and
remain in force until final acceptance by the Owner. The policies
for such insurance will be in a form and amount consistent with
coverage commonly purchased for large construction projects.

This insurance will provide replacement cost coverage for all
real and personal property incorporated into the Project (in-
cluding engineered and project-specific falseworks and form-
ings) while at the Project Site, off-site, or in transit. Coverage
will be extended to include soft costs, extra expense, expedit-
ing expenses, and resultant damage to existing roadways and
structures. The policy will insure against “all risks” of direct
physical loss or damage, including flood, earthquake, and en-
suing damage as a result of faulty workmanship, material, con-
struction, or design.

This policy will not cover loss of incentive bonuses, penalties
for noncompletion, delay in completion, noncompliance with
any contract condition, fines, penalties, or any costs incurred to
eliminate or reduce any of the foregoing.

This insurance will not cover any contractor’s equipment, in-
cluding, but not limited to machinery, tools, equipment, or other
personal property owned, rented, or used by the Design-
Builder or Subcontractors in the performance of their work on
the Project, which will not become a part of the work to be ac-
cepted by the Owner.

The builder’s risk policy will be endorsed waiving the carriers
right to recovery under subrogation against the Owner, Design-
Builder, and its Subcontractors, for losses covered under the
builder’s risk policy. The Design-Builder and Subcontractors
shall be responsible for the first $25,000 of each loss and shall
retain responsibility for any loss not covered by the builder’s
risk policy.

EXCESS/UMBRELLA LIABILITY

On major construction projects it is advisable to include
excess/umbrella policies as part of the CIP (Table 6). Um-
brella liability policies provide additional limits over general

liability and employer’s liability policies. In addition, um-
brellas typically broaden the coverage, adding some forms
of liability that were not covered in any underlying policy.
A pure umbrella would exist separate from the underlying
liability policy and therefore has its own insuring agree-
ment and exclusions. The more common practice, how-
ever, is to have following form coverage that extends
higher limits to underlying coverages.

There is a distinction between the terms “excess” and
“umbrella” liability. An excess liability policy is issued to
provide limits in excess of an underlying liability policy.
Its coverage is no broader than the underlying liability
policy. An umbrella policy typically provides a combina-
tion of excess coverage over the underlying general liabil-
ity and employer’s liability policies, and adds certain addi-
tional coverage that was not included in the underlying
policies (25).

Umbrella policies typically contain several limits of li-
ability. The per-occurrence limits determine the maximum
amount the insurer will pay for liability arising from a sin-
gle incident. A general aggregate limit imposes a maxi-
mum amount the insurer will pay for all covered claims
during the policy period.

Substantial excess or umbrella limits should be procured
for the CIP when the primary limit is written with an annual
aggregate. Projects in urban centers can present large-risk ex-
posures. It is important to ensure that the minimum limit re-
quired in the excess coverage is not greater than the maxi-
mum limit of the underlying coverage. When that happens,
a gap will exist that the CIP owner will be responsible for
in the event of a significant loss. Table 6 presents the OCIP
excess/umbrella limits that were in place for the transpor-
tation projects studied. Limits apply to the project as a
whole and not on a per contractor basis.

Again, as is stated in the Commercial General Liability
section, this last phrase (italicized) raises major concerns
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    TABLE 7
    OCIP POLLUTION /ENVIROMENTAL LIABILITY COVERAGE LIMITS

                Project
Project Size
($ millions)           Claim Project Aggregate

Southeast Corridor (Colo.) 1,670 $10,000,000 $10,000,000
I-15 (Utah) 1,600 $10,000,000 $10,000,000
US Route 220/I-99 (Pa.)    414 $10,000,000 $10,000,000
Ft. Washington Way (Ohio)a    330   $1,000,000   $2,000,000
Corridor 44 (N. Mex.)    250 $50,000,000 $50,000,000
Suncoast Parkway (Fla.)    221   $3,000,000 —
Superstition Freeway (Ariz.)    184   $5,000,000   $5,000,000

        aPart of the general liability policy.

for contractors. It was not clear from the OCIP manuals
examined how multiple claims from different contractors
would be handled.

SPECIAL COVERAGE

The unique risk conditions that may be encountered on a
project can usually be covered by special insurance.

Pollution/Environmental Liability

Pollution/environmental liability insurance covers envi-
ronmental damages associated with accidental chemical
spills and the leakage or disbursement of dangerous va-
pors. CGL policies provide the insured with some impor-
tant coverage for third-party bodily injury and property
damage caused by pollutants; however, unlike broader
pollution/environmental liability coverages, this coverage
is designed to apply only to liabilities arising from the
contractor’s operations. Some insurers, however, by exclu-
sion endorsement, remove all pollution damage coverage
from the CGL policy.

Pollution liability insurance is available, but it is a non-
standard coverage and each form is unique. A 1999 analy-
sis of pollution liability forms did find that all covered “. . .
compensatory damages for bodily injury and property
damage, whether by settlement or by verdict, and for
claim’s expenses incurred investigating, defending, or set-
tling the claim” (26). Table 7 is a summary of the pollu-
tion/environmental coverage limits for the OCIPs studied.

Railroad Protective Liability Insurance

When construction work is performed on, over, or under a
railroad right-of-way (within 50 ft) the railroad will require
indemnification for bodily injury and property damage
arising from the construction activities. Such liabilities are
generally covered by the contractual liability part of gen-
eral liability insurance. However, in standard CGL policies
any work in connection with railroad property will be

specifically excluded from the coverage. To protect them-
selves railroads require that special liability insurance be
purchased in the name of the railroad.

Railroad protective liability insurance is a combination
of two coverages: (1) bodily injury and property damage
liability insurance covering the railroad’s liability to oth-
ers, and (2) physical damage to property—property owned
by or leased to the railroad (27). The policy covers liability
based on the sole negligence of the contractor or the joint
negligence of the railroad and the contractor.

A purchaser (owner or contractor) of railroad protective
liability insurance has no coverage under the policy. What
the policy effectively does is provide indemnification to
the railroad because the policy insures liability exposures.
Therefore, it is advantageous to have the coverage written
in broad terms. It is very important, in terms of the protec-
tion afforded, that the policy description of job location
and work with respect to coverage be correctly stated. If an
accident involving the railroad takes place at a location
other than the job location specified in the policy there
would be no coverage. Another important point is that an
overly broad or general statement of work will result in an
increased premium because the policy cost is rated on the
total cost of the described work.

Special Insurance Coverage Summary

Many of the surveyed projects carried policies for pollu-
tion/environmental or railroad conditions. Table 8 lists the
special insurance coverages by project.

DESIGN LIABILITY

A contractor having builder’s risk, general liability, and
umbrella policies will be protected from many claims
arising out of design errors. However, there will remain li-
ability for damage to the contractor’s work arising out of
the contractor’s design work, and other potential gaps or
gray areas when traditional insurance policies are the only
“in place” coverage. A professional liability policy (Table
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TABLE 8
OCIP SPECIAL COVERAGE INSURANCE POLICIES

                 Project
Project Size
($ millions)

Pollution/Environmental
Liability

Railroad
Protection

CA/T (Mass.) 14,500 On one specific contract Included
Southeast Corridor (Colo.)   1,670 Included Included
I-15 (Utah)   1,600 Included Included
US Route 220/I-99 (Pa.)      414 Included Included
Airport Expansion (Alaska)      350 Not included Not included
Ft. Washington Way (Ohio)      330 Included Not included
Corridor 44 (N. Mex.)      250 Included Not included
Suncoast Parkway (Fla.)      221 Included Not included
Superstition Freeway (Ariz.)      184 Included Included
Blue Water Bridge (Mich.)      110 Not included Included

  TABLE 9
  OCIP DESIGN LIABILITY COVERAGE

Design Professional Liability Design-Build Errors and Omissions
Project Project Size

($ millions)
Each Occurrence

($ millions)
Annual Aggregate

($ millions)
Each

 Occurrence
Annual

 Aggregate

CA/T (Mass.) 14,500 50a          —b —
Southeast Corridor (Colo.)   1,670 50c 50 — —
I-15 (Utah)   1,600 25d 50 —e

US Route 220/I-99 (Pa.)      414  —f  —f  —b —
Airport Expansion (Alaska)      350 10 10  —b —
Ft. Washington Way (Ohio)      330  —f  —f  —b

Corridor 44 (N. Mex.)      250 25 25 $25 $25
Suncoast Parkway (Fla.)      221  —f  —f  —b

Superstition Freeway (Ariz.)      184 — — $25d $25
Blue Water Bridge, MI      110 10 10  —b —
a$500,000 per claim deductible.
bNot design-build.
c$50,000 per claim deductible.
d$100,000 per claim deductible.
eIncluded in professional liability.
fNot included.

9) will respond to most of the gray areas and to many other
losses specifically excluded in builder’s risk, general li-
ability, and umbrella policies. In the case of design-build proj-
ects it is necessary to have professional liability insurance to
cover design errors and omissions (E&O) exposure.

Many of the projects studied included professional li-
ability in the insurance coverage in their CIPs. The design-
build projects studied included E&O coverage in the OCIP.
On most projects these coverages were little used, but on
others there have been significant claims. The Ted Stevens
Airport project in Alaska was delayed because the designer
did not account for the proper seismic code requirements.
On another project the contractor was delayed because of
design problems and has filed a claim against the OCIP
coverage, believing that for this particular claim there was
OCIP coverage. The insurance company, however, has de-
nied the claim. The result is a three-way lawsuit because of
a design delay issue. These two cases underscore the im-
portance of carefully structuring the E&O coverage. Table
9 summarizes professional liability and E&O coverage for
the projects of this study.

CONTRACT LANGUAGE FOR AN OCIP

The construction contract between the agency (project
owner) and the contractors is the enabling component of an
effective OCIP. Without each party’s responsibilities being
specifically addressed and required by the contract (Ap-
pendix E), management of the OCIP is very difficult. The
following is an example OCIP contract special provision
for the bidders on CA/T projects.

Central Artery/Tunnel Project—Contracts,
Special Provision 5.14.

Wrap-up Insurance

The Massachusetts Highway Department will arrange insur-
ance necessary to protect itself and the Contractor on this
Project. See Subsection 7.05.

The successful Bidder will be provided with an insurance man-
ual that outlines the insurance program.

The Prime Contractor and Subcontractors will be insured under
the policies. Essentially, coverage is provided to employees
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working at the jobsite. It also covers employees working at the
approved dedicated off-site work sites.

The insurance does not cover vendors, suppliers, material
dealers, or others who merely transport, pick up, or deliver
materials to or from the jobsite.

The insurance provided by the Wrap-up program meets or ex-
ceeds any coverage or limits, which are required by the con-
tract specifications. The Wrap-up program provides:

• Workers’ Compensation and Employer’s Liability
         Insurance
• Commercial General Liability Insurance
• Builder’s Risk Insurance
• Railroad Protective Liability Insurance.

There is no coverage for asbestos abatement Contractors.

The Wrap-up program has Airport Contractor’s Liability Cover-
age when necessary.

There is no Automobile Liability Insurance included in the
Wrap-up program. The Contractor must provide evidence of
comprehensive Automobile Liability Insurance for all owned,
non-owned and hired automobiles.

The Contractor is also required to provide evidence of Con-
tractor’s Equipment coverage on an “all risk” basis covering
damage to all tools and equipment including automotive
equipment.

Xxxx Xxx Xxxx is the insurance administrator for the CA/T
project.

The bid documents should include the OCIP contract
terms and conditions. Inclusion of the Project OCIP Insur-
ance Manual and the Safety Manual is preferable so that
bidders know the contract insurance provisions and safety
performance standards.

The AGC raises the issue of OCIP documents in  “Look
Before You Leap! A Contractor’s Guide to Owner Con-
trolled Insurance Programs" (12), and takes the position
that the construction contract should clearly identify all
OCIP documents and incorporate them by reference. Ad-
ditionally, the AGC states that all documents should be
available to the bidders and discussed in the instruction to
bidders.

Submission of Bids

There are three possible ways to bid a project that will
utilize a CIP. All three provide baseline insurance cost in-
formation.

1. Gross bid with a deductive alternative for insurance
costs.

2. Net bid (ex-insurance), an additive alternative for in-
surance costs.

3. Net bid (ex-insurance) with insurance costs identified.

Six of the 10 DOT OCIP programs studied for this
synthesis required the submission of bids ex-insurance.
Evaluation of bids ex-insurance requires less effort and re-
lies on the competitive pressure of the bidding process to
ensure that insurance costs are removed from the bids.

On the other hand, having contractors show their insur-
ance costs as part of their bid allows the project manager to
make an assessment of the CIP success in terms of the
savings generated. The conventional program costs with
the contractors providing their own insurance can be com-
pared with the CIP costs (6). This can, however, involve a
considerable amount of paperwork for the contractors and
the agency, as the Pennsylvania DOT contract require-
ments for the US Route 220/I-99 projects demonstrate
(28).

Contractor Insurance Cost Identification

Contractors and subcontractors of all tiers shall identify the
cost of insurance on the Form-2 (Insurance Cost Identification
Worksheet, Section “VI”). Contractors and subcontractors of
every tier agree to identify all costs associated with the cost of
insurance for all work, including but not limited to insurance
premiums, expected losses within any retention or deductible
program, overhead, and profit. The contractor(s) and subcon-
tractors of every tier shall submit a copy of their policy(ies)
declaration page(s) and premium rate page(s) to support the
accuracy of each contractor/subcontractor’s cost of insurance
as identified on the Form-2.

The contractor/subcontractor shall identify their cost for pro-
viding workers’ compensation, general liability, excess liability,
builder’s risk, pollution liability, and railroad protective liability
exposures associated with the contract work for the following
limits and coverages:

(1)   Workers’ Compensation and Employer’s Liability
  Insurance:
  Statutory Limits—State of Pennsylvania
  Employer’s Liability Limits:
  (a) $1,000,000 Bodily injury with accident—Each 

accident
  (b) $1,000,000 Bodily injury by disease—Policy 

limit
  (c) $1,000,000 Bodily injury by disease—Each

employee.

(2)   Commercial General Liability Insurance:
  (a) $2,000,000 Each occurrence
  (b) $4,000,000 General aggregate
  (c) $2,000,000 Products/completed operations.

Coverages should include but not be limited to the following
supplementary coverages:
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i. Contractual liability to cover liability as-
sumed under this agreement;

ii. Premises operations;
iii. Explosion, collapse, and underground haz-

ards (deletion of the XCU exclusions), if such
exposure exists;

iv. Products/completed operations;
v. Broad form property damage; and
vi. Independent contractors.

(3)  Excess Liability Insurance:
  (a) Contractor limits of liability:

i. $20,000,000 Any one occurrence and
general aggregate annu-
ally; and

ii. $20,000,000 Annual aggregate products
and completed operations.

  (b) Subcontractor limits of liability:
i. $2,000,000 Any one occurrence and

general aggregate annu-
ally; and

ii. $2,000,000 Annual aggregate products
and completed operations.

 (c) Coverages and terms:
i. Excess of general liability
ii. Excess of employer’s liability
iii. Completed operations.

(4) Builder’s Risk: All Risk Coverage, including Flood and 
Earthquake in an amount sufficient to protect the expo-
sure presented on the portion of the project being bid.

(5) Contractors Pollution Liability:
(a)  Contractor limits of liability:

i. $10,000,000 Each environmental
incident

ii. $10,000,000 Policy aggregate
occurrence form.

(b)  Subcontractors pollution liability
i. $5,000,000 Each environmental

incident
ii. $5,000,000 Policy aggregate occur-

rence form.

(6)  Railroad Protective Liability
  For operations to be performed by the Contractor or

            Subcontractor within 50 feet of the railroad’s tracks.
       (a)  Limits of liability

i. $2,000,000 Combined single limit,
per occurrence

ii. $6,000,000 In the aggregate per year.

The information submitted on Form-2 will be verified based on the
contractor’s/subcontractor’s rates established in previous years’
force account records with the Department (when available);
analysis of class codes and rates that will be utilized in the per-
formance of the work that is being bid; or industry standards, re-
spectively. Figures must reflect economic benefits that the con-
tractor/subcontractor will realize by not having their existing
policies and deductibles exposed to claims when premiums are on
a flat rate. Figures must also reflect economic benefits that the
contractor/subcontractor will realize even if they do not have an
OCIP supplied policy in their corporate insurance.

It is understood and agreed that insurance cost identified on
the Form-2 is an initial estimate only. The final insurance cost
will be subject to review and audit of actual insurance pol-
icy(ies) rate information, actual payrolls, and revenues for the
initial award plus any additive amendments. An initial deductive
change order will be processed to transfer the insurance costs
into the project insurance program account. During the term of
contractor/subcontractor’s contract, including extended periods
thereof, the Commonwealth of Pennsylvania Department of
Transportation shall have the right to recover all costs for in-
surance as described above that are in addition to those ini-
tially identified by the contractor/subcontractor in the initial de-
ductive change order. The Commonwealth of Pennsylvania
Department of Transportation shall have the right to recover
these additional costs through deductive change orders. If the
audit shows a return, the Commonwealth of Pennsylvania De-
partment of Transportation shall have the right to return these
costs to the contractor/subcontractor through change orders.

Contractor Bidding Issues

A contractor’s insurance cost closely tracks the firm’s
commitment to safety. Management emphasis on safety, an
institutionalized safety program, company safety profes-
sionals, and for large contractors an internal risk-manage-
ment division are company actions that enhance safety and
lower insurance costs. These are, however, on-going ac-
tivities that are usually charged to corporate overhead ac-
counts. They represent a substantial investment in safety
and provide a bidding advantage in terms of lower insur-
ance costs. This is a critical issue to a contractor bidding a
project that will use an OCIP.

The contractor questionnaire specifically asked: “In ref-
erence to your company, was there a critical disadvantage
to participating in the OCIP?” Of those responding, 64%
stated yes, and the stated reason primarily had to do with
their investment in a solid safety program that lowers the
contractor’s insurance costs.

• Yes, unable to receive the total reward for the invest-
ment in safety and loss control.

• We worked very hard in managing insurance costs.
That means managing safety. OCIP takes that away.

• We believe our insurance rates are an advantage to us
and we lose that advantage in an OCIP.

Another contractor survey question, “Did your insur-
ance carrier charge for the OCIP enrollment and to adjust
coverage for non-OCIP work?,” sought to probe the issue
of contractors experiencing increased insurance costs be-
cause of being involved in an OCIP. Only one contractor
reported that the carrier charged to help with the OCIP en-
rollment. One contractor stated that “A large OCIP project
caused our carrier to lose interest and we were forced to
change carriers.” Another said that there was no charge by
the carrier to help with the OCIP, but they “. . . incurred
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higher premiums on other coverages as a result of a lower
annual premium base.”

This last comment highlights a second contractor issue.
It is not clear what effect withdrawing a significant portion
of their workers’ compensation insurance premium has on
the contractor’s cost to insure non-CIP work and in result-
ing increased bid prices for non-OCIP projects. As a result
of lost buying power it is often assumed that the com-
pany’s unit cost for insurance increases. This could be par-
ticularly true for medium- and small-size contractors.
Therefore, a second contractor question asked about the
OCIP’s effect on the cost of insurance for the contractor’s
non-OCIP projects: “Did your company experience an es-
calation of additional or other insurance costs?” Thirty-two
percent reported that their companies had experienced in-
creased insurance costs.

• Yes, loss of volume discount.
• Certain fixed premiums (umbrella) could not be ab-

sorbed.
• Yes, overlapping of insurance coverage in gray areas.

It should be noted, however, that only one company
stated that the increase was because of an actual reduction
in the amount of insurance being purchased. Companies
that experienced increased costs stated that the causes were
to ensure coverage in “gray area” and that their umbrella
coverage had to remain in place and its costs were not ab-
sorbed by the OCIP.

Contractors must know the details of the CIP coverage
before bid submission, so that the costs of their restruc-
tured insurance program can be calculated. Contractors can
expect several additional insurance expenses when enter-
ing into a contract that requires working under an OCIP.
Other insurance costs that must be included in the CIP
project bid include

• The expense of having an insurance professional
evaluate the CIP protection and restructure the con-
tractor’s coverage for work not protected by the CIP.

• The expense of purchasing insurance to cover gaps
created by the CIP.

Many CIPS provide only 3 to 5 years of tail coverage;
however, contractors need protection extending to the limit
of the repose statute of the state in which the project is lo-
cated. “Statutes of limitations and statutes of repose limit
the time frame in which a plaintiff may file a lawsuit
against a contractor” (29). Both statutes of limitations and
repose deal with time limitations, but they are different.
Statutes of limitation stipulate the limiting time duration
between when an occurrence happens and when a claim
must be filed. A statute of repose stipulates how long after

a project is completed (or substantially completed) that a
construction defect claim can be filed.

Repose statutes set an absolute time limit for suits
against a contractor for completed work (Table 10). How-
ever, many state statutes provide an additional year for dis-
covery. Twenty-seven states and the District of Columbia
have statutes of repose with durations of 10 years or
longer. Three states, Kansas, New York, and Vermont, have
no construction-specific statutes of repose. Only four states
have statutes of repose of 5 years or less: Florida and Ten-
nessee 4 years; Arkansas and Virginia 5 years.

A successful contract award process requires that con-
tractors have a clear understanding of the bid process. This
necessitates a concerted effort by the agency to educate
contractors first about the CIP and second about how the
bid process will be structured.

Parties Enrolled in the OCIP

The contract documents should allow the project manager
to establish criteria for contractor participation in the OCIP.
The objective should be to include all contractors that will
have a significant presence on the project while avoiding
the importation of injuries from other jobs. It may be desir-
able to exclude certain contractors because of limited on-
site activity. However, enrollment decisions should be
based on the risk of the work the contractor will perform.

CDOT/RTD Provided Insurance shall apply to Contractor and
eligible Subcontractors who have complied with the insurance
requirements, completed the enrollment process, and received
notification of enrollment from the Insurance Representative.
CDOT/RTD reserves the right to exclude any Subcontractor
from the PCIP (21).

Subcontractors providing PCIP Site hauling services with
dedicated payroll may be considered eligible for enrollment
(21).

Most material and equipment suppliers will not have a
significant work site presence and are not included in the
OCIP. These project participants typically conduct their
business with the project through purchase orders and are
therefore not bound by the OCIP requirements of the con-
tract documents.

US Route 220/I-99 Project, Pennsylvania

Ineligible Contractors (not included in the program)—The OCIP
does not cover consultants, suppliers (that do not perform or
subcontract installation), vendors, materials dealers, guard
services, janitorial services, truckers (including trucking to the
project where delivery is the only scope work performed), and
other temporary project services.
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  TABLE 10
  CONSTRUCTION INDUSTRY STATUTES OF REPOSE

State
Time Limit

(years) State
Time Limit

(years) State
Time Limit

(years)
Alabama    7 Kentucky   7 North Dakota 10
Alaska 10 Louisiana 10 Ohio 15
Arizona   8 Maine 10 Oklahoma 10
Arkansas   5 Maryland 20 Oregon 10
California 10 Massachusetts   6 Pennsylvania 12
Colorado   6 Michigan   6 Rhode Island 10
Connecticut   7 Minnesota 10 South Carolina 13
Delaware   6 Mississippi   6 South Dakota 10
District of Columbia   10 Missouri 10 Tennessee   4
Florida   4 Montana 10 Texas 10
Georgia   8 Nebraska 10 Utah   6
Hawaii 10 Nevada 10 Vermont None
Idaho   6 New Hampshire   8 Virginia   5
Illinois 10 New Jersey 10 Washington   6
Indiana 10 New Mexico 10 West Virginia 10
Iowa 15 New York None Wisconsin 10
Kansas None North Carolina   6 Wyoming 10

Fort Washington Way Highway Project, Cincinnati, Ohio

Accepted Subcontractors—Each Subcontractor whose on-site
payroll is projected to exceed $5,000 shall be deemed an Ac-
cepted Subcontractor and shall be provided the insurance cov-
erages described in Article 1.2, unless Owner gives CON-
TRACTOR/Subcontractor written notice, promptly after the re-
ceipt of the necessary enrollment information that the Subcon-
tractor is not acceptable for inclusion in the Owner Controlled
Insurance Program described in Article 1.2.

CONTRACT TERMS AND CONDITIONS

All major construction projects include insurance require-
ments in the construction contract. Under an OCIP the
contract will contain three specific sets of insurance infor-
mation and requirements.

1. Specific information about the insurance coverage
that will be provided under the OCIP and OCIP en-
rollment procedures.

2. Requirements concerning contractor-provided insur-
ance outside the OCIP.

3. Insurance requirements for contractors not enrolled in
the OCIP.

OCIP-Provided Insurance

The pre-bid information about the OCIP should specifi-
cally set forth: (1) the coverages provided, (2) limits of the
coverages, (3) deductible amounts, (4) the party responsible
for deductibles, and (5) duration of insurance beyond the proj-
ect completion date. The best practice is to have the insurance
policies available to the contractors prior to bidding.

When contractors have the opportunity to examine the
actual policies, concerns about adequate limits, scope of
coverage, and gaps in insurance are usually eliminated, be-
cause the OCIP protection should be better than the con-
tractor’s own policies. However, this may not be true in
the case of very large contractors.

Pre-bid information and the presence of contractors at
pre-bid meetings cannot be stressed enough. One DOT
even suggested special meetings dedicated to discussing
OCIP issues in advance of the bid. Typically, the attendees
at pre-bid meetings are only prime contractors; therefore,
subcontractors may not be as informed about OCIP re-
quirements. Because the OCIP requirements of the contract
are as important as any other special conditions, prime
contractors should inform subcontractors of these stipula-
tions and all information relating to OCIPs. Prime con-
tractors must inform subcontractors of OCIP details.

Contractor/Subcontractor-Provided Insurance

Contractors will be required to provide insurance for op-
erations performed at work locations other than those cov-
ered by the OCIP and for exposures not covered by the
OCIP insurance.

Required Coverages

Prior to enrollment and commencement of any work on a
project the contractor and all subcontractors will be re-
quired to furnish evidence of particular additional insur-
ance coverages for both on-site risks that are not covered
by OCIP policies and for off-jobsite activities connected to
the project work. For the Southeast Corridor Project in
Denver the owner required the following.
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1. INSURANCE COVERAGES TO BE PROVIDED BY 
ENROLLED CONTRACTORS

A. Workers’ Compensation and Employer’s Liability in-
surance for off-jobsite activities with statutory limits in com-
pliance with the law or laws of the state or states in which
employees are hired or will work. In addition, Employer’s Li-
ability insurance, including Occupational Disease coverage,
with the following policy limits:

(1) $500,000 Bodily injury each accident
(2) $500,000 Each employee
(3) $500,000 Aggregate—Policy limit

Such insurance shall include “Other States” insurance, so 
as to include all states not named on the declarations page 
of the insurance policy, except for the monopolistic states.

B. Commercial General Liability insurance for off-jobsite 
activities must be written for the following policy limits:

Contractor
Limit

Subcontractor
Limit

(1) $5,000,000 $1,000,000 Per occurrence,
combined single
limit for bodily in-
jury and property
damage

(2) $5,000,000 $2,000,000 General aggregate
(3) $5,000,000 $2,000,000 Products/com-

pleted operations
aggregate

C. Commercial Automobile Liability insurance covering
the use of all owned, non-owned, and hired automobiles
used in connection with the project, both on and off the job-
site, containing a combined single limit of $5,000,000 per
accident (contractor limit); $1,000,000 per accident (sub-
contractor limit).

Quality of Coverages

The quality of contractor-purchased coverage can be
maintained by requiring that insurance be purchased from
companies that qualify for a minimum A. M. Best rating.
An example of this requirement, taken for the I-15 Recon-
struction Project OCIP (Salt Lake City), is show here.

The Contractor shall procure at its own expense insurance ac-
ceptable to the Department as described herein and shall
maintain such insurance in full force and effect as specified
herein. Insurance shall be procured from insurance or indem-
nity companies with an A. M. Best and Company rating level
of A– or better, Class VIII or better, or as otherwise approved
by the Department and authorized to do business in the State.

Other Requirements

The contract should require that the following provisions
apply to all other insurance (i.e., non-OCIP):

• The insurance is maintained for the duration of the
project.

• Insurance is confirmed by a certificate of insurance.
• The non-OCIP insurance policies waive subrogation

against the project owner, brokers, other contractors,
and subcontractors of all tiers.

• The non-OCIP insurance policies name the owner
and other contractors and subcontractors as additional
insureds with respect to any and all liability arising
out of the work or the contract.

Examples of other insurance requirements are presented here.

New Mexico Corridor 44 Project

Certificates of Insurance—All required insurance shall be
maintained without interruption from the date of commence-
ment of the work under the contract until the date of the final
payment. The contractor/subcontractor will provide the Insur-
ance Administrator with a certificate of insurance setting out
the above coverages, limits, and amendments to the certificate
necessitated by changes to the work to be performed under the
contract until the date of final payment.

I-15 Reconstruction Project, Salt Lake City, Utah

Endorsements and Waivers—All general and automobile liabil-
ity insurance policies required to be provided by the Depart-
ment, Contractor, or any Subcontractor hereunder shall contain
or be endorsed to contain the following provisions (a) through
(f); and all workers’ compensation and employer’s liability poli-
cies are to contain or be endorsed to contain the following pro-
visions (e) and (f);

(a)  The Department and/or the Contractor, as appropriate,
each affected city or county (and their respective di-
rectors, officers, employees, agents, and consultants),
shall be covered as additional insureds as respects any
and all liability arising out of the Work or this Contract.

(b)  For any claims related to the Project, insurance cover-
age shall be primary insurance with respect to the addi-
tional insureds (and their respective members, directors,
officers, employees, agents, and consultants), and shall
specify that coverage continues after departure from the
site. Any insurance or self-insurance maintained by an
additional insured (or its members, directors, officers,
employees, agents, and consultants) shall be in excess
of such insurance and shall not contribute with it.

(c)  Any failure on the part of the principal insured to comply
with reporting provisions or other conditions of the poli-
cies, any breach of warranty, any action or inaction of
the principal insured or others, any foreclosure relating
to the Project, or any change in ownership of all or a
portion of the Project shall not affect coverage provided
to the additional insureds (and their members, directors,
officers, employees, agents, and consultants).

(d) The insurance shall apply separately to each insured
against whom a claim is made or suit is brought, except
with respect to the limits of the insurer’s liability.
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(e) Insurance Policies (including the Commercial General
Liability, Professional Liability, Workers’ Compensation,
and Employer’s Liability policies) shall include a waiver
of any right of subrogation against the additional in-
sureds (and their respective members, directors, offi-
cers, employees, and agents).

(f) Each policy shall be endorsed to state that coverage
shall not be suspended, voided, canceled, or reduced in
coverage or in limits except after 30 days prior written
notice by certified mail, return receipt requested, has
been given to the Department, the Contractor, Rail-
roads, and affected cities and counties, as appropriate.
Such endorsement shall not include any limitation of li-
ability of the insurer for failure to provide such notice.

Insurance for Contractors Not Enrolled in the OCIP

Contractors not included in the OCIP program must have their
own insurance in place to cover work on the project site. That
insurance coverage would have to meet all the requirements
of the previous section concerning (1) confirmed coverage by
certificate of insurance, (2) waive subrogation, (3) additional
insureds, and (4) endorsement that coverage shall not be sus-
pended except after written notice to the project owner.

Other Issues

Other special contract provisions should address reporting
of payroll data, audits, and returned premiums.

Payroll Data

If workers’ compensation insurance is included in the
OCIP the contractor and all insured subcontractors will be
required to submit accurate payroll data on a regular basis.

Payroll will be recorded using the Monthly Payroll Reporting
Form (Insurance Form 3). This form is to be completed by
each Contractor/Subcontractor by the tenth day of the month
and sent to . . . (8).

All jobsite payroll will be reported to SECC on a regular basis
as shown on the Payroll Reporting Form. This payroll will not
be reported to your individual insurance carrier. You should
not be charged an insurance premium for this payroll by your
individual carrier. The PCIP Administrator will provide you
with a Certificate of Insurance under the PCIP as proof of
coverage for this payroll (21).

Audits

Payroll auditing is usually necessary for the closeout of
workers’ compensation insurance. By contract provision
contractors and subcontractors must be required to open
their books and records to examination and audit.

The Xxxx may perform physical audits of the contractor’s
project payrolls periodically during the course of the con-
tract(s) and/or at the completion of contract work (23).

Returned Premiums

Contractors must agree by the contract to relinquish all
claims to OCIP dividends, retro refunds, or other forms of
returned premiums payable under the OCIP.

The Commonwealth of Pennsylvania Department of Trans-
portation will be responsible for the payment of all premiums
associated solely with the OCIP and will be sole recipient of
any dividend(s) and/or returned premiums(s) generated by the
OCIP (28).

Some programs have clauses for a sharing of OCIP
savings (usually as an incentive bonus). Such a sharing ar-
rangement provides some equable return to the contractors
for superior safety performance and serves to encourage
OCIP participation.

The Design-Builder’s total available incentive value for this
contract is $1,000,000 (One Million Dollars). The amount
available for Part 1 is $750,000, and for Part 2 is $250,000
(23).

Contractor Concerns

Every OCIP has its own insurance, safety, and claims pro-
cedure manuals. Those documents require contractors and
their subcontractors to accept responsibilities that other
contract documents do not address. If these responsibilities
are not contractual obligations, the contractor could find it-
self in a precarious position. The AGC has expressed the
concern that the contractor could find it difficult to compel
lower tiers to comply with all elements of the program
(12). The construction contract should, therefore, clearly
identify all of the OCIP documents and incorporate them
by reference. One private owner recommends that there
only be one manual, the contractual OCIP manual, which
includes both insurance and safety (30).

OCIP ADMINISTRATION

The process of organizing and starting an OCIP involves
strategic decisions concerning how the program will be
designed. There are three basic approaches to OCIP ad-
ministration: (1) the agency establishes its own insur-
ance (or risk management) department, (2) existing in-
house staff is expanded, or (3) an insurance consultant is
engaged. A 1977 U.S. DOT study reported that since the
early 1960s all agencies undertaking major construction
works and using an OCIP have, after some study, en-
gaged a consultant (3). Similarly, a 1999 GAO study re-
ported that only one agency administered the OCIP with
its own staff (4).

The OCIP insurance manager has four principal respon-
sibilities:
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• Provide technical advice on insurance complexities,
• Engage the best available insurance carriers for the

planned coverages,
• Arrange the most favorable insurance costs and

terms, and
• Handle the OCIP administration burden.

In most cases, the selection of outside administrative
support was based on a response to a request for proposals.
However, because insurance administration is a long-
duration partnership, some agencies have tended to con-
tract their OCIP support with the providers of their current
coverage. The risk manager for a large public agency
stressed, however, that it is very important to find a broker
that understands construction and construction claims (31).
One agency invited brokers to make presentations about
OCIPs.  These were strictly educational presentations. Af-
ter the staff had been educated a request for proposals was
issued.

Outside administration can be contracted on either a
commission or fee basis. Some of the project insurance
cost savings that can be realized with an OCIP involves
hiring an administrator for a fee rather than a commission.
The first three responsibilities entail packaging the risks
and marketing for the desired coverages. Success in ac-
complishing these responsibilities requires an experienced
professional. The fourth task encompasses site safety, ef-
fective claims management, controlling losses, and audits.
All agencies rely on their insurance companies to investi-
gate and settle claims. Additionally, most agencies hired
safety engineers to supplement the insurance broker and
contractor safety teams.

The OCIP manager must have systems and procedures
in place to record incoming information, and separate files
should be kept for each contractor. The administrator
generally keeps records of payroll and loss data and
provides regular reports to the agency (6). The man-
agement systems should allow tracking of each con-
tractor’s safety and claim information. Also, it should
be a requirement that the administrator continually in-
vestigate the data for trends. Program statistics should
be shared with all participants.

Good claims service is a must. “Poor claims service will
haunt the OCIP administrator, the agency, and the con-
tractors . . .” (3). Claims create an atmosphere of tension;
therefore, rapid, simple, fair settlements are desirable to
all. Possibly the most critical element that drives program
success is claims handling. Claims handling requires con-
tractor participation, particularly with light-duty and re-
turn-to-work programs, and the administrator must work as
a partner with the contractors to handle such programs.
Light-duty and return-to-work programs are important
components of a successful OCIP.

The administrator should be available during precon-
struction conferences to explain the program and assist in
enrolling contractors and all subcontractors. The roles of
administrative personnel should be defined for the con-
tractors. The broker and insurers must understand that the
contractors are customers.

OCIP SAFETY ADMINISTRATION

A project safety/loss control manual is important to the
success of the OCIP. The manual is the result of a careful
analysis of project safety issues and appropriate measures to
enhance safety. The project owner’s most effective period of
involvement with safety is before construction begins (3).
In developing the project safety plan the owner must

• Establish clear incentives (rewards or penalties) that
are clearly communicated and enforceable.

• Develop a psychological climate that sets the tone for
a safe job and that spreads to all members of the proj-
ect team.

• Initiate clear measures and practices that anticipate
potential problems, detail contingency actions, and pro-
vide needed resource support dedicated to the tasks.

Incentives are generally built into the provisions of the
contract and the OCIP and include deductible levels as part
of insurance coverage, authority of owner representatives
to intrude into contractor operations, and specific rewards
for attainment of safety levels. How an organization con-
ducts all aspects of its business tells more about its true re-
gard for safety than a written plan. Many informal signals
create the psychological climate for the project work force
with regard to safety. The operational aspects of safety
must be conducted in a fair, business-like manner. Policies
and procedures for dealing with safety issues, required
preventive measures, and means for measuring results
must be in place before the job begins. Some contractors
expressed the opinion that the safety expectations of an
OCIP project could be excessive, but most provided com-
ments such as, “. . . because the OCIP applied very strict
guidelines, which seemed to help raise the awareness of
safety” there was added incentive to work safely.

Reducing Accidents

Studies analyzing the causes of industrial accidents allo-
cate 12% to unsafe conditions in the work environment and
88% to unsafe practices (32). In spite of these figures,
nearly all governmental efforts (Environmental Protection
Agency, Occupational Safety and Health Administration)
address work environment almost exclusively—the area
that offers the smallest promise of reducing accidents. Pre-
vention of unsafe practices—the cause of most accidents—
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is an owner, contractor, and safety advisor activity that re-
quires a change in worker attitudes. The owner and contractor
must conduct safety planning, training, and accountability in a
business-like manner. Removal of persistent violators of
safe working procedures is essential to reducing accidents.
Physical screening of new hires produces information on
sight and hearing difficulties, or other factors that affect
job safety. Work assignments should be reviewed to estab-
lish the minimum physical requirements necessary to per-
form in a safe manner.

Assure all employees: 1) pass a drug test and 2) attend safety
training and orientation required by the Owner, Contractor and
OCIP prior to starting work on the project as outlined in the
OCIP Manual (8).

Safety Manual

Loss control standards and expectations should be commu-
nicated to contractors during the project bidding stage. The
project safety manual should be available prior to bidding
so that contractors have a clear understanding of these ex-
pectations and requirements. Loss control responsibilities
should be outlined during pre-bid meetings and reinforced
throughout the project.

In some cases the responsibility for developing the
“Loss Control Plan” has been placed with the contractor,
but whether owner- or contractor-developed, the plan
should become part of the contract by reference.

The requirements of the Owner-Controlled Insurance Program
manual, including Wasatch Contractors Safety and Loss Con-
trol Plan, shall become a part of this Contract Agreement (8).

Inspections

OCIP loss control personnel, both the owner’s (or bro-
ker’s) and contractor’s, should carefully evaluate work ar-
eas. Attention should also be given to staging areas. Haz-
ards in or around project areas should be identified and
communicated to the contractor. Additionally, work meth-
ods should be carefully observed to ensure that safe prac-
tices are being used.

Violations

The project safety manual should clearly communicate that
contractor safety infractions will be recorded and appropri-
ate corrective action taken.

Fire Protection

A fire and explosion plan is an important part of the safety
plan. It should address the implementation and enforce-
ment of a fire and explosion prevention program. Such a

program should emphasize good housekeeping and proce-
dures for safe storage and use of fuels, flammables, and
explosives. Safe cutting and welding practices should also
be addressed.

Public Safety

To protect the public, project activities may require cov-
ered walkways and barricades. Other public safety meas-
ures include shoring or covering of excavations, warning
signs, and the use of flagmen or law enforcement person-
nel. All of these requirements should be addressed in the
project safety manual.

Contingency Plans

The safety manual should incorporate plans to deal with
emergency scenarios including (1) critical injuries, (2)
fires, (3) explosions, and (4) structural or excavation col-
lapse. The safety plan should outline requirements for con-
tingency plans and may require that an emergency man-
agement team be organized to respond to such events.

Medical Support

Prior to the start of work at the project site, arrangements
must be made for handling medical emergencies. The
medical support plan should include transportation when
addressing both the handling of minor first-aid cases and
major medical emergencies. Arrangements should be made
in advance for ambulance services. The nature and extent
of those on-site medical facilities required will depend on
the location of the work (proximity to existing medical fa-
cilities). On projects involving hazardous activities or a
large number of labor-hours it may be beneficial to provide
limited medical facilities on-site, which might involve
having a full-time nurse or medical technician.

Safety Manual Examples

Superstition Freeway (US-60), Maricopa County, Arizona

The owner specifically required:

a. Written Safety Program (Reference OSHA 1926) and as
defined in the ADOT Standard Specification for Bridge
and Road Construction, 2000 Edition, section 107.08.

b. Site Specific Safety Plan—All Tiers.
c. Fleet Safety Program including driver qualification,

equipment inspections, truck route planning, stand-
ing/staging area, parking area, etc., for fleet vehicles
for all tiers and vendor haulers.

d. Management Accountability and Support of the
Safety Program.
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e. Emergency Response Plan.
f. Disciplinary Act Plan.
g. Full-Time Safety Coordinator.
h. Return to Work Program.
i. Safety/New Hire Orientation Program (All Tiers).

BIDDING ISSUES

The bid documents for a construction project typically in-
clude the contract terms and conditions, and related OCIP
program requirements. However, the OCIP materials are
often only in summary form. Many of the major concerns
that contractors have with OCIP programs relate to an
owner’s failure to provide complete information about the
program prior to bidding. In his memorandum of January
18, 2001, to the Occupational Divisions of AGC, Dan For-
dice, Chairman of the AGC’s Risk Management Commit-
tee, outlined contractor concerns that should be addressed
in the project bid documents.

• Owners are often late to provide details of their
OCIPs, making it difficult for contractors to know
how to bid work.

• Contractors find it difficult to dovetail the coverage
that an OCIP provides with the coverage that their
own policies provide.

• Contractors are often surprised to learn—after the
fact—that the owner and its broker expect the con-
tractor to play a significant role in the administration
of the OCIP.

• Relying on their brokers, owners tend to overestimate
the amount that contractors are actually paying for
their insurance, causing disputes over the credits that
contractors are actually willing to give.

Acceptance of an OCIP by the contracting community
is contingent upon the availability of complete and accu-
rate information. In response to the contractor question-
naire one contractor reported, “Resistance by some sub-
contractors to work under the OCIP or even provide quotes
for their work.” Copies of the OCIP policies are crucial to
contractors if they are to structure their primary program
around the OCIP coverages. Examples of specific policy de-
tails that must be addressed in the bid documents because of
impacts to a contractor’s pricing of the work include

• What are applicable deductibles per line of coverage
and who is responsible?

• How are losses greater than the excess liability limits
handled?

• Does the excess extend to the same completed opera-
tions period as the primary liability policies?

Administration issues are also cause for concern. The
bidding documents should clearly state who will manage

claims during the project and after conclusion of the proj-
ect. Most general contractors have systems in place to
track subcontractor certificates of insurance. However,
when involved in an OCIP there are two parts to insurance
tracking: (1) ensuring that the subcontractor is enrolled in
the OCIP, and (2) obtaining evidence of the subcontractor’s
other (ex-OCIP) coverages—auto liability, off-site workers’
compensation, and general liability. The OCIP administra-
tion information should clearly state who is responsible for
these two tasks. Most OCIP manuals require the subcon-
tractors to submit ex-OCIP certificates of insurance to the
OCIP administrator. In such cases the manual should also ad-
dress the procedure for providing the prime contractor with
copies of the subcontractor’s certificates of insurance.

Insurance Costs: In or Out

An OCIP benchmarking study by Xxxx of their CIP book
revealed that in the case of public sector projects, 39% are
bid with a formal insurance deduct (33). In the case of a
project tendered with insurance costs in the bid, it is a very
difficult and time-consuming task to verify individual con-
tractor premium credits that will be deducted from the
contract amount. (See the language from the Pennsylvania
US Route 220/I-99 OCIP in the Submission of Bids sec-
tion; also, see examples in Appendix F.)

Because verifying insurance costs is a time-consuming
task, it appears that the majority of owners favor proposals
bid ex-insurance, because this requires less effort to evalu-
ate the appropriateness of each contractor’s bid deduction.
Ex-insurance bidding relies on the competitive bidding
process to ensure that insurance costs have been removed
from the proposal. This does not mean, however, that
agencies do not attempt to collect cost of insurance infor-
mation to use in evaluating their programs. The Colorado
PCIP language provides an example of ex-insurance bid-
ding, but with an attempt to capture insurance costs.

The Contractor’s Cost Proposal shall exclude the cost of any
insurance that is included in the PCIP. To enable CDOT/RTD
to compare the costs of the PCIP with “traditional” insurance
(had a PCIP not been implemented), the Contractor shall ensure
that Contractor and all Subcontractors complete the attached SEC
PCIP Insurance Calculation Worksheet and submit it to the In-
surance Representative before start of Work by such Contrac-
tor or Subcontractor. Satisfactory completion of the SEC
PCIP Insurance Calculation Worksheet by the Contractor
and all Subcontractors is a requirement of the Contract.

DISADVANTAGED BUSINESS ENTERPRISE/WOMEN’S
BUSINESS ENTERPRISE ISSUES

One of the goals of many OCIPs is to reduce the insurance
and bonding barriers faced by small and Disadvantaged
Business Enterprise/Women’s Business Enterprise (DBE/
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WBE) contractors when bidding. Because owners do not
deal directly with subcontractors it is difficult to quantita-
tively prove that OCIPs are actually helpful to small and
DBE/WBE contractors. Many of the DOTs questioned
stated that they believed that the OCIP helped these con-
tractors, but they also admitted that there were no data to
support that perception. All of the 26 general contractors
responding to the synthesis OCIP questionnaire stated that
working under an OCIP was not helpful in obtaining dis-
advantaged, minority, or woman subcontractors.

There are some very positive things that an OCIP pro-
vides to small and DBE/WBE contractors, with the two
primary being

• Exposure to a good safety program and
• Reductions in workers’ compensation costs.

Workers’ compensation reform in several states has
greatly improved the employer’s control over injured-
employee claim management. Cost control techniques,
such as directing employees to Preferred Provider Net-
works, return-to-work and modified-duty programs, and
medical bill reviews, can potentially reduce an employer’s
workers’ compensation costs. Owners provide these pro-
gram features to all contractors and subcontractors on the
OCIP, an advantage to small and DBE/WBE contractors
who would not normally benefit from such features with
their individual insurance programs.

INCENTIVES

With OCIPs there is usually contract language ensuring
that all policy dividends or refunds go to the project owner.
Statements such as the following are used for this purpose.

Sign a dividend release form authorizing the insurance com-
panies providing the program to pay any dividend, refunds, or
returns directly to CDOT/RTD. CDOT/RTD shall be entitled
to retain all dividends, refunds, or returns except as otherwise
specified in the Contract (34).

However, there may be other parts of the contract that pro-
vide for a sharing of program savings under an incentive
plan (see Appendix G).

The Colorado T-REX project PCIP has a contractor
incentive plan. A framework for savings was established
based on the owner’s estimate of labor-hours for the
project. After the contractor provides the insurance rep-
resentative with payroll by workers’ compensation class
code an initial plan will be drafted and incorporated into
the contract. The final amount of the shared savings will
be based on audited PCIP payroll and total program
costs.

The PCIP has an established program minimum and
maximum costs. There is also a program expected cost.
The expected cost is pegged at 45% of NCCI (National
Council on Compensation Insurance) Colorado expected
loss rate. NCCI serves as the filing agency and rating or-
ganization for workers’ compensation insurance in most
states. Additionally, a program midpoint is defined as the
amount (cost) midway between the program expected and
program maximum costs.

There are progressive rates for savings returned to the
contractor based on performance within specific cost
ranges. Range I is from the program midpoint to maxi-
mum, and if the cost savings fall within this range the con-
tractor will receive a 20% share. Range II is from the pro-
gram expected to midpoint, and if the cost savings fall
within this range the contractor will receive a 60% share.
Range III is from the program minimum to expected, and if
the cost savings fall within this range the contractor will
receive an 80% share (34).

The contract also requires that the contractor share the
savings with appropriate subcontractors.

The proposed methodology for sharing these savings (with
subcontractors) shall be submitted by the Contractor within 60
days after NTP 1. Such proposed methodology is subject to
review and Approval by CDOT/RTD (34).

Although the FHWA has not specifically addressed the
use of safety incentives for projects operating under an
OCIP the current thinking is that safety incentives are not
unlike performance incentives and are therefore permitted.
Safety incentives are considered a project cost directed at
reducing construction liabilities.
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CHAPTER FOUR

OPERATING UNDER AN OWNER CONTROLLED INSURANCE PROGRAM

Operating under an OCIP need not be a difficult proposi-
tion. To achieve OCIP success, “buy-in” by all participants
is essential. It was found that for each of the projects stud-
ied this was the most important element leading to success-
ful risk management. There are “nay sayers” on each side
of the issue and sometimes the state highway agency has
just as much difficulty adapting to the change as the con-
tractors. Therefore, education is the key to making every-
one familiar and comfortable with the OCIP process.

This chapter focuses on the seven operational aspects of
an OCIP

1. Enrollment,
2. Safety training,
3. Control of work—Safety,
4. Definitions of coverage,
5. Payroll reporting,
6. Payroll audits, and
7. Reserve reviews.

Each of these areas is a potential stumbling block; how-
ever, a good OCIP administrator or broker can effectively
handle each of these activities.

ENROLLMENT

The enrollment process has two major questions that need
to be answered.

1. Who is enrolled in the OCIP? and
2. How is enrollment accomplished (see Appendix H)?

Who Is Enrolled

Each of the participants approved by the owner for partici-
pation in the OCIP will be enrolled in the program. Typi-
cally, this implies that the owner, prime contractor, and
subcontractors of any tier are enrolled, and their employees
performing work at or from the project site will be covered
(see Approved Program participants statement from the CA/
T OCIP in the next section). In the case of design-build proj-
ects the design-engineering firm should also be enrolled.

Split Time Workers

Workers that split their time between the OCIP project and
other projects such as mechanics or specialized work crews

pose a problem; are they subject to the OCIP if they do not
spend 100% of their time on the OCIP project? Most pro-
grams have concluded that such individuals are covered by
the OCIP only while working at locations included under
the “site definitions” of the OCIP (see Section 8.4.1 from
the I-15 OCIP in the following section). The contractor is
required to have other insurance to cover these employees
while they are working away from the OCIP site.

The following parties will not be covered by the Wrap-up In-
surance Program:
Permanent and/or shop employees, equipment maintenance
employees who are servicing equipment on the Project Site
and do not work exclusively on the project (35).

Delivery Drivers

Another area of confusion concerns delivery and trucking
services. In all of the cases studied, drivers bringing mate-
rials to the project site were not enrolled in the OCIP.
“Materialmen and Transporters will not be included in the
Department Provided Insurance Program” (36). These in-
dividuals may be on-site for only a few minutes per week
or may visit only once during the duration of the project.
They are required, however, to have the appropriate auto-
mobile liability coverage to protect the project in the event
of a loss.

No insurance coverage provided by the Department under the
OCIP shall extend to the activities or products of suppliers,
materialmen, vendors, haulers, truckers and “owner/opera-
tors,” whose employee(s) perform no on-site work or are en-
gaged solely in the loading, unloading, stocking, testing or
hauling of equipment, supplies, or materials. Such persons
shall be required to provide their own insurance (8).

Independent Owner/Operators

The case of owner/operators hauling materials to or from
the project site for extended periods raises a serious ques-
tion concerning liability.In most cases independent
owner/operators have not been enrolled in OCIPs. The
greatest exposure risk for these individuals is usually while
they are off-site, traveling on public roads. When inde-
pendent owner/operators are not enrolled they must pro-
vide certification of a specified level of liability insurance,
just as they would for a non-OCIP project.

The OCIP for the US-60 widening project in Arizona is
using an alternate method to deal with the owner/operator
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issue. Truckers that work regularly on the project are being
engaged as subcontractors. In this particular case, truckers
who will be hauling over an extended period of time are
encouraged to apply to become an ADOT subcontractor.
They are then eligible to enroll in the OCIP and enjoy the
increased coverage. Regular service-type trucking is not
covered by the OCIP and must be handled in the conven-
tional manner.

Who Is Enrolled: OCIP Language Examples

Central Artery (I-93)/Tunnel (I-90) Project, Boston,
Massachusetts

Approved Program Participants:
Management Consultant, Prime Contractor, Contractor
or Subcontractor of any tier who perform operations at
the Project Sites in connection with the work and who
have been approved by the Owner for participation in the
Wrap-up Program, with the exception of Asbestos
Abatement Contractors who are excluded from the pro-
gram for Workers’ Compensation, General Liability, Air-
port Contractor’s Liability, and Railroad Protective Liabil-
ity. Asbestos Abatement Contractors are included for
Builder’s Risk Insurance.

“Insured” shall mean the Owner, Management Consult-
ant, Prime Contractor, Contractors, Subcontractors of
any tier, and their employees who have been approved
by the owner for participation in the Wrap-up Program.
The Wrap-up Program will provide coverage only to em-
ployees performing work at or from the project site. It
also includes employees working at an approved dedi-
cated off-site work site. Employees performing work for
the Project but not on an approved Project Site are not
covered. Contractors and Subcontractors should obtain
their own non-Project-related insurance for those em-
ployees and operations not covered.

The following parties will not be covered by the Wrap-up
Insurance Program:

• Vendors, suppliers, material dealers, truckmen,
and cement, concrete, and asphalt haulers;

• Force Account Employees (those employees of
utilities and other outside agencies performing
work on the project);

• Permanent and/or shop employees, equipment
maintenance employees who are servicing equip-
ment on the Project Site and do not work exclu-
sively on the project;

• Consultants/Subconsultants contracted indirectly
or directly by the Owner in support of the Design/
Engineering Work; and

• All contractors and/or subcontractors involved in
asbestos abatement, but these contractors will be
covered by the Builder’s Risk Policy.

The key conditions required to be included in the Wrap-
up Program are:

• approval by the Owner for participation,
• work performed at or from approved Project Sites,

• work performed by employees dedicated to the
Project (on-site payroll).

I-15 Reconstruction Project, Salt Lake City, Utah

From Addenda (1-8)
8.4 INSURANCE
The Department, through its Owner Controlled Insurance
Program (OCIP), will provide at its expense certain in-
surance coverages for the Contractor and certain Sub-
contractors as specified in Sections 8.4.1 and 8.4.3. The
Contractor shall be responsible for providing certain in-
surance as specified in Section 8.4.2. The insurance
provided under the OCIP shall be available for Contrac-
tor’s benefit with respect to covered claims, but in no
way shall be deemed to relieve the Contractor of any ob-
ligations hereunder; the Contractor shall remain fully li-
able for all deductibles and amounts in excess of the
coverage provided. No insurance coverage provided by
the Department under the OCIP shall extend to the ac-
tivities or products of suppliers, materialmen, vendors,
haulers, truckers, and “owner/operators,” whose em-
ployee(s) perform no on-site work or are engaged solely
in the loading, unloading, stocking, testing, or hauling of
equipment, supplies, or materials. Such persons shall be
required to provide their own insurance.

8.4.1 OCIP INSURANCE RELATING TO
DESIGN/BUILD WORK INCLUDING MAINTENANCE
DURING CONSTRUCTION
Off-site activities will be covered only for those personnel
who have been hired by the Contractor and a Subcontractor
for the Project and who are dedicated 100% to the Project
and for whom requests for coverage for off-site activities
have been approved in writing by the Department.

8.4.3 OCIP INSURANCE DURING MAINTENANCE
TERM
Off-site activities will be covered only for those personnel
who are dedicated 100% to performance of maintenance
work.

US Route 220/I-99 Project, Pennsylvania
Owner Controlled
Insurance Program
(OCIP)

The Program under which Work-
ers’ Compensation, Employer’s
Liability, Commercial General Li-
ability, and Excess Liability are
provided on a project basis for
Contractor/Subcontractor(s) of
any tier, who have been properly
enrolled, while performing opera-
tions at the Project Site.

Ineligible
Contractors (not
ncluded in the
program)

The OCIP does not cover con-
sultants, suppliers (that do not
perform or subcontract installa-
tion), vendors, materials dealers,
guard services, janitorial serv-
ices, truckers (including trucking
to the project where delivery is
the only scope work performed),
and other temporary project
services.
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Fort Washington Way Highway Project, Cincinnati, Ohio

Accepted Subcontractor
A specified individual, firm, or corporation under Sub-
contract with a Contractor to undertake construction
services at or from the Project Site excluding vendors,
suppliers, material dealers, haulers, or others whose
function is solely to supply and/or deliver materials,
parts, or equipment to and from the Project Site; ex-
cluding those Subcontractors who do not meet safety,
contract type, and/or contract size (on-site payroll of
$5,000 or greater) criteria as determined by Owner.

Contractor
A specified individual, firm, or corporation under Contract
with the Owner or its designee to undertake construction
services at or from the Project Site excluding vendors,
suppliers, material dealers, haulers, or others whose
function is solely to supply and/or deliver materials,
parts, or equipment to and from the Project Site. As used
in this manual, the term Contractor shall include both
Contractors and Subcontractors.

Temporary Site Employees
Those Contractor and Subcontractor employees not as-
signed to the Project Site (i.e., an employee who does
not directly bill his or her time to the Project). As a gen-
eral guidance, an employee whose salary and over-
heads are included in the overhead component of Con-
tractor or Subcontractor’s bid is not covered under the
OCIP even though they may occasionally be on site. Ex-
amples include, but are not limited to, home office audi-
tors, sales personnel, payroll clerks, and human rela-
tion’s personnel. Contractor’s on-site management team
members are not considered temporary Site Employees
even though their salary and overheads may be included
in the Contractor’s bid as an overhead.

New Mexico Corridor 44 Project

Insured
Mesa PDC, its parent, subsidiary, and affiliate compa-
nies, the state of New Mexico, Contractor(s), and Sub-
contractors of any tier who are enrolled in the PIP and
who have been named in a policy, certificate of insur-
ance, or advice of insurance signed by a duly authorized
representative of the Insurers.

The following types of Subcontractors shall not be eligi-
ble for coverage in the PIP: consultants, suppliers, ven-
dors, materials dealers, guard services, janitorial serv-
ices, truckers (including trucking to the project where
delivery is the only scope work performed), and other
temporary project services.

Suncoast Parkway Project, Hudson, Florida

7-13.3.6 Mandatory Participation by Contractor and
Certain Subcontractors:

Participation in the insurance provided by Department
pursuant to 7-13.3.1 shall be mandatory for the Con-

tractor and each of its Subcontractors which, on the ba-
sis of the Request for Insurance submitted pursuant to 7-
13.3.5, has including the Jobsite Payroll of any employ-
ees leased to such Subcontractor, an estimated Jobsite
Payroll of $10,000 or more for any consecutive 12 month
period. Participation in the insurance provided by the
Department, for a Subcontractor, which on the basis of
its estimated Jobsite Payroll is not required to partici-
pate, shall be at the option of the Contractor. However,
the Contractor shall make such election prior to the Sub-
contractor commencing work.

7-13.3.7 Materialmen and Transporters Excluded:

Materialmen and Transporters will not be included in the
Department Provided Insurance Program.

Superstition Freeway (US-60), Maricopa County, Arizona

Program Participant
Employees of the Design-Builder and its Subcontrac-
tors/Subconsultants, for work performed at the Project
Site. Workers’ Compensation Insurance and Employer’s
liability will also include: 1) employees (including drivers)
of the Design-Builders or Subcontractors while hauling in
the conduct of business performed exclusively for the
project, and 2) employees of the Design-Builders or
Subcontractors engaged in traffic control exclusively for
this Project. Coverage will not apply with respect to em-
ployees of independent trucker/haulers, vendors, suppli-
ers, or other entities who are not Subcontractors.

Enrollment Process

The OCIP administrator must enroll each approved con-
tractor and subcontractor. Although the enrollment process
should be a relatively simple matter, 52% of the contrac-
tors that responded to the synthesis survey felt that the en-
rollment procedures were not clearly defined in the bidding
documents. These are contractors who have experience
working under OCIP programs. It is typically the OCIP
administrator or broker’s responsibility to handle the en-
rollment process. Either the prime contractor or the ad-
ministrator can handle the safety training and orientation
that are part of the enrollment process, but sometimes both
contribute to the training.

Enrollment Process Examples

Central Artery (I-93)/Tunnel (I-90) Project, Boston,
Massachusetts

5. ENROLLMENT IN WRAP-UP APPLICATION,
PROCEDURES, AND FORMS
When Notice of Award (NOA) is sent to you it will include
a letter and forms package from the resident Engineer
with notification that the Wrap-up Program is in effect
and that the contract qualifies for the Wrap-up Program.
The CA/T resident Engineers’ letter instructs the con-
tractor to complete several forms for enrollment in the
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program. The following forms must be completed before
work can begin at the Project Sites:

• Contractor’s Request for Insurance—Form 1

This form shall be submitted by each successful
Prime Contractor, Contractor, and Subcontractor at
any tier prior to site mobilization FOR EACH
CONTRACT ISSUED.

The completed form will be submitted to the Project
Insurance Broker who will review the contractor’s eli-
gibility with the insurance company and issue a sepa-
rate Workers’ Compensation policy and Certificate of
Insurance showing the insurance coverage being
provided to the Prime Contractor, Contractor, or Sub-
contractor as a result of their participation in the
Wrap-up Program.

The Certification Section of this form is the contrac-
tor’s acknowledgment that the information provided is
accurate.
(An example of the enrollment form can be found in
Appendix H.)

• ERM-14 Form. Confidential Request for
Information—Form 2

If the contractor is a subsidiary and/or a division of
another company, or a Joint venture partner, the
ERM-14 form disclosing ownership information must
be completed for the Workers’ Compensation Rating
and Inspection Bureau.

• Experience Modification Letter—Form 3

This letter must be typed on Contractor’s letterhead,
completed, and signed by an officer or partner of the
company.
This letter authorizes the Rating Bureau to release
Workers’ Compensation Experience Modification in-
formation to the insurance company.

Your future individual workers’ compensation experi-
ence modifications will be based on your Project
work, as well as your non-project work. It will include
only your experience. Other contractor’s work on the
Project will not affect your rating.

• Assignment by Contractor/Subcontractor
Letter—Form 4

This language should be typed, completed, and
signed by an officer or partner of the company and
returned to the Project Insurance Broker.

The owner is responsible for all the premiums under
the Workers’ Compensation program. This letter
waives the contractor’s rights to premium returns,
refunds, discounts, and cancellation. It further re-
lieves the contractor of any and all obligations to re-
imburse the Owner for premiums, taxes, assess-
ments, and losses.

Therefore, all Approved Program participants are re-
quired to exclude all insurance costs for the insur-
ance provided under the Wrap-up Program.

Please return all forms by the date specified in the
resident Engineer’s letter to the Project Insurance
Broker:

The Project Insurance Broker will contact you for any
information not included on the forms. The Project In-
surance Broker will forward the forms to the insur-
ance company for policy issuance. Your Workers’
Compensation policy and Certificate of Insurance will
be forwarded to you by the Project Insurance Broker.

THESE FORMS ARE USED TO DETERMINE A
FIRM’S ELIGIBILITY FOR COVERAGE UNDER
THE WRAP-UP PROGRAM. COMPLETION OF THE
FORMS DOES NOT GUARANTEE ENROLLMENT
IN THE PROGRAM. IF YOU ARE ELIGIBLE FOR
THE PROGRAM, YOU WILL RECEIVE YOUR
POLICY AND CERTIFICATE OF INSURANCE
CONFIRMING YOUR ENROLLMENT.

I-15 Reconstruction Project, Salt Lake City, Utah

1. Required of all awarded CONTRACTORS and
subcontractors.

2. Enroll in the OCIP by completing the attached
Forms 1 and 2 and submitting them to the OCIP
Administrator by the time the executed contract is
returned to DEPARTMENT.

3. Require that each subcontractor enroll in the
OCIP by submitting the OCIP Forms 1 and 2 to
the OCIP Administrator prior to the subcontractor
entering the project site.

Fort Washington Way Highway Project, Cincinnati, Ohio

Section 6 Contractor Enrollment

Once a contract is awarded, but prior to on-site work,
the OCIP Administrator will work with you to ensure
prompt and accurate enrollment into the OCIP.

Enrollment

When notified by Owner of a Contract award, the
OCIP Administrator will mail to Contractor this insur-
ance manual, which contains all necessary forms
with instruction regarding:

• Enrollment Application (FORM 2)
• Notice of Subcontractor Award (FORM 3)
• Claim Reporting (FORM 4)
• Sample Certificate of Insurance.

Contractor should complete these forms and return
them to the OCIP Administrator within ten (10) busi-
ness days. It is our recommendation that you contact
your risk manager, insurance agent, or broker to assist
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you in completing the OCIP Application. Additionally,
the contractor’s insurance professional should adjust
your regular insurance program to conform with the
OCIP coverage. Direct any questions concerning the
enrollment process to the OCIP Administrator.

Orientation and Enrollment Meeting

The OCIP Administrator will hold OCIP orientation
meetings for safety, claim, and payroll representa-
tives of enrolling and newly enrolled Contractors.
These meetings will be held at the Project Site.

New Mexico Corridor 44 Project

NEW MEXICO 44 PROJECT SUMMARY
(CHECKLIST) OF REQUIRED PAPERWORK

When bid packages are sent out, the prospective
subs should be made aware that PIP is in place and
a copy of the insurance manual enclosed. Form 2
should be submitted with their bid.

When a contract award is made:
1. Form 1 Notice of Subcontract Award—To be

completed by the contractor making the award.
Information can be handwritten and faxed; hold
the original in your file. A separate form must be
completed for each subcontractor.

Must be submitted prior to working on project
site:
2. Form 2 Insurance Cost Identification Work-

sheet—To be completed by each Contractor and
all tiers of subcontractors. Attach copy of your
declaration and rating schedule from your primary
policies. Information can be handwritten and
faxed; hold the original in your file. Policy numbers
cannot be assigned or certificate of insurance is-
sued until this form is received.

Once enrolled in the program, this form should be
completed for additional contracts or change or-
ders of $50,000 or more:
3. Form 3 Supplemental Insurance Information—

To be completed by each Contractor and all tiers
of subcontractors if you are awarded an additional
contract or have a change order of $50,000 or
more. Information can be handwritten and faxed;
hold the original in your file.

Suncoast Parkway Project, Hudson, Florida

7-13.3.5 Determination of Status of Participation Before
Commencement of Work:

1) The Contractor shall not commence work until the
Contractor has submitted a properly completed
Request for Insurance and the Department has
approved the Contractor for participation in the
insurance provided by the Department pursuant to
7-13.3.1

2) No Subcontractor, including any Subcontractor for
whom participation in the insurance provided by
Department is, pursuant to 7-13.3.6, optional at
the election of the Contractor, shall commence
work until the Contractor has submitted a properly
completed Request for Insurance Form to the De-
partment on the Subcontractor, and, on the basis
of the Request for Insurance Form on the Sub-
contractor submitted by the Contractor:
(a) the Department has approved the Subcon-

tractor as a Covered Subcontractor; or
(b)  the Department has determined that participa-

tion in the insurance provided by Department
is, pursuant to 7-13.3.6, optional at the elec-
tion of the Contractor and the Contractor has
elected to exclude the Subcontractor from
participation in the insurance provided by the
Department; or

(c)  the Department has determined that the Sub-
contractor is, pursuant to 7-13.3.7, excluded
from participation in the insurance provided by
the Department.

Superstition Freeway (US-60), Maricopa County, Arizona

X. ENROLLMENT PROCEDURES
1) Prior to the start of work at the project site, all Ap-

proved Contractors and subcontractors of any tier
shall complete the following forms and provide
them to Xxxx Inc., via express delivery, facsimile,
or electronically:
a) Enrollment Application for ADOT US-60 De-

sign-Build Project Owner Controlled Insurance
Program (OCIP) (Form B), which includes the
following parts:
i. Contractor/Subcontractor Information
ii. Insurance Premium Worksheet
iii. Certificate of Insurance
iv. Certification and Assignment.

2) In addition to the enrollment application, all Ap-
proved Contractors and Subcontractors, of any tier,
shall provide the Arizona Department of Transporta-
tion with a Certificate of Insurance evidencing cov-
erages outlined in Section VII: Approved Con-
tractor/Subcontractor Provided Insurance.

3) Xxxx Xxx Inc., will provide Workers’ Compensa-
tion insurance policy and General Liability Certifi-
cate Insurance naming the enrolled Approved
Contractor or Subcontractor as an insured.

NOTE: all questions regarding this procedure
should be directed to Xxxx Inc., attention Xxxx or
Xxxx.
4) It is recommended that you place your current car-

rier on notice that you are participating in an
Owner Controlled Insurance Program.

5) Xxxx Inc., must be notified of all subcontractor ac-
tivity. Should there be a change in subcontract
activity after the initial contract award (i.e., a sub-
contractor is added or changed). The “Notice of
Contract Award” (Form A) must be completed and
sent to Xxxx Inc., prior to the Subcontractor start-
ing work at the Project Site.



49

SAFETY TRAINING

Safety training is one of the crucial aspects of an OCIP.
Safe workers have lower loss experiences, which in turn
leads to lower workers’ compensation rates. As mentioned
previously, the workers’ compensation part of the insur-
ance package is one of the main CIP components that can
generate project cost savings. Some projects split the re-
sponsibility for training between the contractor and ad-
ministrator and others have allowed only administrator
training.

The type of training required depends on the scope of
the work. All projects need the basics, such as an accident
reporting policy, proper Personal Protective Equipment,
and ladder safety. Special conditions may require special
training, such as trench safety, hazardous material handling
and storage, or enclosed space entry.

Initial training is conducted before the employee is al-
lowed to work on the project. Training may include a video
of safety basics that can be viewed by one or more em-
ployees or a full seminar with an instructor. Weekly “tool-
box” safety meetings are required at the crew level and
regular project-wide safety meetings are another important
component. Specialized crew training could be required if
conditions change on the project or a new operation is
about to start.

Without exception, the state highway agencies and their
brokers felt that there is no such thing as too much safety
training. The contractors and subcontractors have a split
opinion on the issue; some believed that it was difficult to
find the time to send people for training, whereas others
thought it to be a worthy investment. No one would say
that safety is unimportant, but there is some disagreement
as to the degree of training required to achieve the desired
end. If contractor supervisors exhibit such attitudes there is
an obvious need to change their outlook or remove them
from the project. As one major contractor stated, there is
no place for the “or” word, as in what do you want, pro-
duction or safety? It is not an either or situation, it is a
dedication to both safety and production.

OCIP Safety Requirement: Examples

I-15 Reconstruction Project, Salt Lake City, Utah

UDOT ADDENDUM
SPECIAL CONDITIONS, INCLUSIONS, AND
EXCLUSIONS

4. Special Inclusions (Including but not limited to):
A. Owner-Controlled Insurance Program

This Project will be covered under an Owner-
Controlled Insurance Program (“OCIP”) adminis-
tered by Xxx Xxx. The requirements of the Owner-
Controlled Insurance Program Manual, including

the Wasatch Constructors Safety and Loss Con-
trol Plan, shall become a part of this Contract
Agreement. Contractor/Subcontractor shall cause
all provisions and requirements of the OCIP to be in-
cluded in any contract/subcontract agreement with all
lower tier contractor/subcontractor(s), regardless of
tier, and shall assure compliance therewith by said
lower tier contractor/subcontractor(s).
Loss Control Plan—Contractor/Subcontractor
shall comply with all provisions of the Wasatch
Constructors Safety and Loss Control Plan for the
Project and shall:
1. Be deemed Controlling Employer for purposes

of its employees safety and health pursuant to
OSHA regulations;

2. Conduct safety inspections of all work areas as
per Wasatch Constructors requirements;

3. Conduct toolbox safety meetings for all em-
ployees and provide a copy of the topics dis-
cussed and the meeting attendees to the Con-
tractor’s Safety Representative, per Wasatch
Constructors schedule;

4. Assure all employees 1) pass a drug test and
2) attend safety training and orientation re-
quired by the Owner, Contractor, and OCIP
prior to starting work on the project as outlined
in the OCIP Manual;

5. Submit a copy of OSHA 200 Log to Contrac-
tor’s Project Manager monthly.

The Wasatch Constructors Project Safety and
Loss Control Plan shall be the governing docu-
ment on all jobsites, unless regulatory require-
ments are more stringent.

Suncoast Parkway Project, Hudson, Florida

The following is an excerpt from the Special Provisions,
Florida Job No. 97102-3357 (Suncoast Parkway) (36).

7-13.4 Contractor’s Safety Program
7-13.4.1 Provisions Are Supplemental: The provi-

sions of 7-13.4 are in addition to, and not in
lieu of, other provisions of this Contract.

7-13.4.2 Contractor Solely Responsible for Safety:
(1) The Contractor shall bear sole responsibility for

the safety of all persons employed on the Work
and persons who may be affected thereby, and
for the adequacy of the methods and means
the Contractor and its Subcontractors, Materi-
almen, and Transporters employ in performing
the Work. The Contractor shall take all reason-
able precautions necessary to assure that its
employees and those of its Subcontractors
comply with all applicable safety, health, and
personnel rules and regulations.

(2) Neither the provision of the Department Pro-
vided Insurance Program, nor the Depart-
ment’s monitoring of the Contractor’s safety
program for compliance with federal and state
laws and the requirements of the Contract
shall:
(a) relieve the Contractor of the sole responsi-

bility for the safety of all persons employed
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on or in connection with the Work and per-
sons who may be affected thereby and for
the adequacy of the work methods and
means employed in performing the Work; or

(b) constitute an undertaking on behalf of, or
for the benefit of, the Contractor, its Sub-
contractors, or any other persons or organi-
zations to determine, represent, or warrant
that such workplaces, structures, opera-
tions, procedures, machinery, equipment,
or materials are or will be safe or healthful
or are or will comply with laws, rules, regu-
lations, codes, or standards.

(3) Neither the Department nor any if its officers,
agents, or employees, nor any persons or or-
ganizations acting on behalf of the Department,
shall be liable for the failure of the Contractor
or any of its Subcontractors to comply with any
safety or loss prevention provisions of this
Contract.

7-13.4.3 Contractor’s Safety Responsibilities:
(1) The importance of the safety of all persons

employed on the Work and any other persons at
the site of the Work or otherwise who may be af-
fected thereby shall be recognized by the Con-
tractor and its Subcontractors, and safety and
loss prevention shall be an integral part of the
Contractor’s and its Subcontractor’s opera-
tions.

(2) The Contractor shall, at the sole cost of the
Contractor, develop, maintain, and enforce a
written safety and loss prevention program ap-
plicable to the Contractor and its Subcontrac-
tors, which meets or exceeds all of the re-
quirements of this 7-13.4. The purpose of such
safety and loss prevention program shall be to
maintain a safe workplace, to prevent damage,
injury, or loss to persons or property.

(3) The Contractor shall comply and cause its
Subcontractors to comply with all applicable
federal, state, and local laws, ordinances,
rules, regulations, and codes pertaining to the
health and safety of persons or property, in-
cluding, but not limited to, OSHA 29 CFR 1910
& 1926 and Florida Department of Labor &
Employment Security, Division of Safety Rule
38I-17.003.

(4) The Contractor shall cooperate and cause its
Subcontractors to cooperate fully with any
other contractors and subcontractors on or in
close proximity to the Site of the Work, and the
Department and the Department’s insurer(s) to
coordinate their respective safety programs.

(5) The Contractor shall provide access to the Site
of the Work at all times for any safety and loss
prevention inspectors of the Department and of
the Department’s insurer(s).

7-13.4.4 Contractor’s Safety Representative:
The Contractor shall designate a responsible
member of the Contractor’s organization at the
Project Site whose primary duty shall be safety
and loss prevention. The designated person must:
(1) be employed on a full-time basis on the Site of

the Work;

(2) devote at least 25 hours per week in connection
with safety and loss prevention at the Project Site;

(3) be available on short notice to meet with repre-
sentatives of the Department, or of the De-
partment’s insurer(s), anywhere on the Site of
the Work;

(4) be available on short notice to accompany rep-
resentatives of the Department, or of the De-
partment’s insurer(s), in inspections anywhere
on the Site of the Work; and

(5) meet the minimum requirements of Florida De-
partment of Labor & Employment Security, Di-
vision of Safety Rule 38I-10.009.

7-13.4.5 Minimum Requirements of Contractor’s Safety
Program:

The Contractor’s safety program shall meet, but
not by way of limitation, all of the following mini-
mum requirements:
(1) Each Project Employee shall be required to

attend, at least weekly, a toolbox safety meeting
to be held by the Contractor at the Site of the
Work. The Contractor shall keep proper records
of each toolbox safety meeting for inspection by,
or on behalf of, the Department, its insurer(s),
and federal, state, and local authorities.

(2) All persons on the Site of the Work shall be
protected with proper personal protective
equipment. Safety requirements must also in-
clude written programs on respiratory, confined
spaces, eye, face, and head protection, pro-
tective clothing, shoe wear, and gloves pursu-
ant to OSHA 29 CFR 1926.

(3) Any source of power (electrical, mechanical, or
other) requiring entrance into or close contact
with, shall be controlled before any work or serv-
ice is performed, pursuant to OSHA 29 CFR
1926. An emergency plan shall be provided to
ensure locations of shut-offs or disconnects so
that, if an emergency arises, immediate action
may be taken.

(4) Signs, signals, barricading, and traffic controls
used for the protection of construction person-
nel or public shall conform to the Federal
Highway Administration manual on Uniform
Traffic Control Devices.

(5) A written emergency response plan for any
hazardous waste operations must be devel-
oped, implemented, and communicated to
handle anticipated emergencies prior to the
commencement of emergency response op-
erations. The plan must include a site-specific
safety and health plan to include training,
medical surveillance, and operating procedures
pursuant to OSHA 29 CFR 1926.

   (6) All new and existing crawlers, wheel mounted,
or truck cranes shall meet design ANSI stan-
dards B30.5 and manufacturer’s specifications.
Crane inspections shall be made at least daily
by an operator of the crane. In addition, cranes
shall be inspected at least weekly by the per-
son designated by the Contractor as the Con-
tractor’s safety representative pursuant to 7-
13.4.4. Written records of the inspections must
be available for review. A competent person,
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recognized by the U.S. Department of La-
bor, shall provide documentation of each in- 
inspection.

  (7) All scaffolding, barricading, man lifts, and
work at elevated heights must be in con-
formance to safe workplace practices.
Competent persons approving the con-
struction and monitoring the procedures
must be identified and included in the sub-
mitted safety program pursuant to OSHA 29
CFR 1926.

  (8) All excavation, trenching, and shoring will
be performed in a safe manner, using ap-
proved barricades or a safe angle of re-
pose, pursuant to the Florida Trench Safety
Act and OSHA 29 CFR 1926, Subpart P.

  (9) All equipment and materials used for con-
crete, concrete forms, and shoring shall
comply with ANSI A10.9-1983 requirements
for concrete construction and masonry
work.

(10) The Contractor shall secure the Site of
the Work and control entry of unauthor-
ized individuals on the Site of the Work to
prevent injury to the third party entities.
Site security, escorted visitors, and prop-
erty securement shall be included in the
formal written safety and loss prevention
program.

(11) Temporary erosion control features, haz-
ardous materials, and those substances
that may contribute to the pollution of the
natural resources must be identified and
controlled in a safe and approved manner
pursuant to state, federal, and local agency
guidelines. In the event of differences be-
tween those requirements and pollution
control laws, the more restrictive rules or
regulations shall apply.

(12) For exposure defined by employment over
or near territorial and navigable waters and
under the Longshore and Harbor Workers Act,
Contractor shall provide education and train-
ing in the recognition, avoidance, and preven-
tion of unsafe working conditions, pursuant to
the Code of Federal Regulations.

(13) When use or storage of explosives or other
hazardous materials or equipment or un-
usual methods are necessary for execution
of the Work, Contractor shall exercise ut-
most care and carry on such activities un-
der supervision of properly qualified per-
sonnel in accordance with U.S. Department
of Transportation and Mine Safety and
Health Administration and OSHA CFR
1926.

(14) Contractor shall require, and cause its Sub-
contractors to require, each new Project Em-
ployee, before starting work, to be oriented by
the supervisor of the Project Employee on
the safety and requirements established for
the work task(s) to be performed. Weekly
toolbox safety meetings are not a substitute
for the new Project Employee orientation.

CONTROL OF WORK—SAFETY

The contractor sometimes construes safety issues as con-
trolling the work. Some contractors complain that the strict
safety rules will limit construction options and dictate the
method of construction. On some early projects, overzeal-
ous broker safety people have shut down entire projects
because they did not approve of what they saw on a particular
operation, whereas others shut down only the offending por-
tion of the operation. This practice was found to be unaccept-
able to both the state transportation agency and the contractor.
Although it is allowed that anyone on the project can halt any
operation that poses imminent danger to workers, usually
only the project manager or engineer has the authority to
shut down the entire project for any reason.

When contractors were asked, “Do you believe that
OCIPS take away contractor control?,” the yes/no response
was split 50/50. Some contractors attempted to qualify
their answers with comments such as

• “Yes, in some specific areas or types of work.”
• “Yes, it can take away control depending upon the

situation.”
• “Yes, to some extent.”
• “Certainly to some extent. Insurance and safety

should be in a general contract package for single
party responsibility.”

All of these comments were marked as a yes for calcu-
lation; however, it is clear that at least these quoted con-
tractors were not strongly positioned in their point of view.
It could also be inferred from the comments that additional
education or program refinement may be necessary.

Contractors were also asked, “Do you believe that OCIPs
make contractors less accountable for safety and risk con-
trol?,” 73% did not feel it diminished their accountability.

• No, good contractors have a strong safety program
and adhere to it regardless of an OCIP program.

• No, still 100% accountable but removes some of the
authority.

• It depends on how the OCIP is structured, but gener-
ally no.

• Contractors believe OCIP’s losses are not applicable
to their losses.

This last statement is a misconception, because their losses
on the OCIP project are reported to NCCI and will affect
the individual contractor’s EMR.

COMPLETE POLICY COVERAGE INFORMATION

The definitions of the various coverage types do not change
when operating under an OCIP. The OCIP insurance package
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contains most of the typical components of a non-OCIP
project such as CGL, workers’ compensation, builder’s
risk, and excess liability. Depending on the project condi-
tions the package may also include additional special cov-
erages such as design professionals errors and omissions
(E&O), design-build E&O, pollution/environmental, long-
shoreman/maritime, and railroad protection. As mentioned
before, automobile and contractor tool and equipment cov-
erage is always excluded from a CIP. The party in control
of the program and the broker will ensure that the coverage
is adequate and in force to protect all project participants
and the public.

CONTRACTOR CONCERNS

Contractors are concerned about participating in CIPs. Un-
known or overlooked contract information has always been
a risk for the contractor. The unknown information can
make the difference between a profitable job and one that
could potentially bankrupt the company. Any time a major
change occurs in the way a construction firm conducts its
business there is the potential for trouble. Working under a
CIP could pose such a threat if crucial information is bur-
ied in the contract insurance documents and no effort made
to educate or inform the contractor and subcontractors
about it.

CIP projects are usually very large and may take more
than 1 year to complete. Because large contractors con-
struct large projects, only the largest contracting firms have
CIP experience. However, CIPs are now being considered
for projects under $100 million, and no longer will CIP
projects be the sole domain of the mega-contractor. Many
contractors, and especially subcontractors, will be entering
into their first CIP contract. Although it is never intentional
to develop insurance documents that are misleading, the
case studies revealed that some documents were clearer
than others. It will be very important for the contractor to
have all of the CIP information in an easy-to-use form with
clearly stated terms. Contractors with OCIP experience
have reported some level of difficulty in finding the im-
portant information, a serious problem that state highway
agencies must address if their programs are to be successful.

Contractors Opinions

When contractors with OCIP experience were asked to rate
if the scope of insurance coverage was clearly defined in
the bidding documents, 26% felt that it was no problem or
not much of a problem, 15% felt neutral on the question,
and 59% felt it was a serious problem.

When the contractors were asked to rate if the scope of
insurance coverage was clearly defined in respect to

trucking, the results were 26% felt that it was no problem
or not much of a problem, 15% felt neutral on the question,
and 59% felt it was a serious problem.

When the contractors were asked to rate if the enroll-
ment procedures were clearly defined in the bidding
documents the results were slightly better; 26% felt that it
was no problem or not much of a problem, 22% felt neutral
on the question, and 52% felt it was a serious problem.

Coverage Limits

Coverage limits are usually adequate, but should be clearly
stated in the documents so that the bidding contractors can
easily find the coverage information and compare limits. It
is especially important for the owner to state the liability
coverages. There may be instances where a contractor may
wish to purchase additional coverage for high-risk activities
such as blasting in populated areas. Presenting the information
where bidders can easily find it will enhance the process.

Exclusions

During the bidding process the contractor will need to
know not only what is covered by the OCIP, but also more
importantly, what is not. For the items not covered the
contractor will need to assess the risk and make a decision
on how to handle it. The contractor will generally purchase
added coverage for the items excluded by the OCIP; there-
fore, the information about what types of insurance to buy
and at what limits is critical.

Excluded coverage is not the only area of interest to the
contractor. The contractor must also know about excluded
work classifications under the OCIP. It has been discussed
previously in the Enrollment section that truckers, vendors,
and material suppliers are not covered. It was noted in one
project that asbestos abatement workers were excluded
from the OCIP. That information would be very important
to a subcontractor bidding on abatement work.

Deductibles

Many of the projects studied furnished builder’s risk cov-
erage. What were not always clear in the documents, how-
ever, were the deductibles. Nearly all of the insurance
documents contained wording stating that the contractor is
responsible for a builder’s risk deductible if the contractor
was found to be at-fault for the loss. Some of the deducti-
bles were sizable; therefore, the contractor would need to
keep two things in mind: first, owner-provided insurance
does not mean that everything is free and second, they may
want some type of contingency in place for any deductibles
incurred. The amounts for the builder’s risk deductible and
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any other deductibles should be clearly presented to the
bidding contractors.

Who Benefits?

One of the most highly touted benefits of the OCIP is in-
surance cost savings. Some agencies keep all savings and
some share the savings. Contractors are very interested in
any available incentives. If the agency does not plan to
share the savings, it should be clearly stated and easy to lo-
cate in the documents. Conversely, any sharing of savings
or incentive programs should also be clearly stated in the
documents.

Clarity Matters

OCIPs can be very confusing for contractors and subcon-
tractors bidding or entering into their first OCIP project. It
will be a much easier proposition to get the contractor to
“buy-in” to the OCIP concept if they are informed and
educated about all aspects of the process. Clear insurance
documentation, perhaps in table formats, can make the dif-
ference between an accurate project bid and one with an
error in relation to insurance costs. Bid documents should
clearly state the owner provided coverages, liability limits,
excluded coverages, excluded personnel, all deductibles,
and who benefits from the OCIP.

CLAIMS

Claims management services can be provided by the in-
surer, a third-party administrator, or by the project man-
ager’s internal staff. The most common method of claims
management is to use the insurer’s claims adjusting re-
sources (6). The project’s contractors should be involved in
the claims process, but from the replies to the synthesis
questionnaire it is clear that many do not understand the
importance of claims management.

The question was posed, “Apart from the potential ef-
fect on your company’s EMR (or any financial incentive)
why would you want to be involved in the OCIP claims
process, including periodic claims review?”

Comments such as the following were received from
contractors who do not appear to understand claims or who
did not understand the question.

• We wouldn’t.
• Would not want to!
• No reason I can think of.
• We have never had any type of a claim review with

our OCIP projects. No reason to participate.
• Information only.

However, many contractors do understand the importance
of good claims management, and their comments were
very different from the replies of the first group.

• It is good business practice to be involved in the en-
tire process.

• To stay abreast of how the company is handling each
claim and the amount of reserve on each claim.

• In order to ensure the employee received the best
treatment and care, and returns to work.

• The injured workers are our people; we want to know
how they are being treated.

Most CIPs have an aggressive return-to-work program
as part of their claims procedure.

The prompt return to work of all employees as soon as medi-
cally possible will support the needs of the injured employee,
the Contractor/Subcontractor(s), and UDOT. In this regard,
Contractor/Subcontractors will promote the return of their em-
ployees by providing alternative jobs involving activities
commensurate with the physical limitations which may be
medically imposed. These modified duty options may well be
extended beyond the job site to include alternative jobs not
related to construction or alternative job sites or headquarters’
related positions (8).

There needs to be a full-time claims manager who en-
sures that claims are handled in a professional manner
from day one through to final closing of the claim. Re-
gardless of which party an injured employee is employed
by, there must be consistency handling of any claim.

PAYROLL REPORTING

Payroll reporting is required to ensure that the proper pre-
miums are paid for workers’ compensation and CGL poli-
cies. Workers’ compensation coverage premiums are based
on the actual labor-hours worked for each labor classifica-
tion. Payroll reporting quantifies the labor-hour portion of
the OCIP’s workers’ compensation premium. At the end of
a given period—monthly, quarterly, or annually depending
on the project size and duration—the contractor and sub-
contractors submit their payroll reports to the OCIP ad-
ministrator (Appendix I). Additionally, contractor and sub-
contractor payrolls are audited at regular intervals to
ensure accuracy.

Davis–Bacon Act reporting is already a requirement for
transportation projects that have federal-aid money. There-
fore, it should not be a real problem to reconfigure the la-
bor-hour information for insurance purposes; however, two
unique situations caused some contractors to hold a differ-
ent opinion. The situations that cause problems are split
between (1) job classifications or (2) projects.

Contractors with OCIP experience were asked to re-
spond to a two-part question relating to their experience
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with OCIP payroll reporting. Specifically, they were ques-
tioned about reporting problems when (1) an employee has
split time under multiple job classifications and (2) when
employees spent part of their time on the OCIP project and
part on another project. On the issue of multiple job classi-
fications, 66% ranked it neutral or no problem. However,
one-third of the respondents reported that it was a problem
for their company. The responses to the second part of the
question that addressed the issue of workers moving be-
tween jobs was a closer split, with 48% indicating that is
was not a problem and 37% indicating that they had prob-
lems. The last 15% were neutral or reported no experience
with this issue. What is not known is the sophistication of
the respondent’s accounting computer systems. Most of the
respondents were subcontractors.

Of the contractors responding to the synthesis survey,
36% stated that they had to change their company’s job
costing system to accumulate the OCIP-required data.
Three companies reported that they had to change their ac-
counting software. It appears that these were small sub-
contractors who did not have sophisticated accounting pro-
grams when they enrolled in the OCIP.

Payroll Reporting—OCIP Contract Language Examples

Southeast Corridor Project, Denver, Colorado

SECC (Southeast Corridor Constructors) is the prime
contractor for the project.
Project Insurance Manual
** This manual is part of your Contract documents **
How will participation affect you as an enrolled sub-
contractor?

 All jobsite payroll will be reported to SECC on a
regular basis as shown on the Payroll Reporting
form. This payroll will not be reported to your individ-
ual insurance carrier. You should not be charged an
insurance premium for this payroll by your individual
carrier. The PCIP Administrator will provide you with
a Certificate of Insurance under the PCIP as proof of
coverage for this payroll.

 If you choose to hire a subcontractor to assist you in
completing your contracted work, you will be respon-
sible for the following:

 4. All subcontractors will be required to meet the PCIP
insurance requirements for contractor-provided in-
surance. CDOT/RTD has the authority to require
SECC to deny access to the jobsite for non-
compliance of insurance or safety requirements. It is
important that you verify the subcontractors’ abilities
to meet these requirements prior to awarding work.

 Appendix D, Southeast Corridor PCIP Definitions

Payroll Total earnings of a contractor’s employ-
ees while performing Work at the PCIP
Site in accordance with NCCI rules for
Workers’ Compensation payroll reporting.

EXHIBIT H—PARTNER CONTROLLED INSURANCE
PROGRAM (PCIP)

1.10 Contractor and Subcontractors’ Obligations
For insurance purposes, Contractor shall require each
Subcontractor to keep and maintain an accurate and
classified record of its payroll to furnish to CDOT/RTD in
accordance with the requirements of the insurance com-
pany or companies, and to permit its books and records
to be examined and audited periodically by the insur-
ance company or companies, CDOT/RTD, and their re-
spective representatives for the limited purpose of de-
termining the payroll and hours expended of the Project.
Contractor and Subcontractor duties and obligations as-
sociated with their participation in the Program are set
forth below:
(III)  Maintain separate payroll records for the Work they
perform. Have such payroll records available for review
upon request by CDOT/RTD or insurance company, and
prepare and submit required monthly payroll reports to
CDOT/RTD’s designee.
(V)  Maintain payroll and man-hour records, which show
separate crafts by workers’ compensation class, and
prepare separate “regular” and “overtime” payrolls and
man-hours in accordance with the insurance company’s
standard auditing procedures.
(VI)  Allow CDOT/RTD and/or the insurance company’s
payroll auditor to make periodic audits of payroll records.

I-15 Reconstruction Project, Salt Lake City, Utah

UDOT ADDENDUM
SPECIAL CONDITIONS, INCLUSIONS, AND
EXCLUSIONS
Insurance Premium Audits—For insurance purposes,
Contractor/Subcontractor agrees, and will require all
tiers of contractor/subcontractor(s) to agree, to keep and
maintain accurate and classified record of its payroll for
operations at the Project Site.
Contractor/Subcontractor further agrees and will require
all tiers of contractor/subcontractor(s) to agree, to furnish
to Xxx Xxx and to the Xxx Insurance Company, full and
accurate payroll data and information in accordance with
the requirements of the Owner-Controlled Insurance
Program Manual or Xxx Xxx; to permit its books and re-
cords to be examined and audited periodically by the
Xxx Insurance Company or Xxx Xxx and their respective
representatives; and to provide any additional informa-
tion to Xxx Xxx as may be required. Further right of ex-
amination will include inspection at reasonable time of
Contractor/Subcontractor’s plants, or such parts thereof
as may be engaged in the performance of this Contract.
To properly manage the OCIP, the following procedures
must be followed:

 Payroll Reporting and Audits. Payroll will be reported
using the Monthly Payroll Reporting Form (Insurance
Form 3). This form is to be completed by each Con-
tractor/Subcontractor by the tenth day of the month
and sent to Xxx Xxx and UDOT. Standard reports
available to Contractor/Subcontractor may be used in
lieu of Insurance Form 3 if they contain substantially
the same information and upon approval of Xxx Xxx.



55

 Upon completion of the contract work, the Notice of
Completion (Insurance Form 4) will be completed by
UDOT and sent to Xxx Xxx. If the form is completed
by an awarding Contractor/Subcontractor, a copy of
the completed form shall be sent to UDOT. Receipt of
this form will alert Xxx Xxx who, in turn, will contact
the Insurer’s Audit Department and request final
audits of payrolls and Contractor/Subcontractor in-
surance costs.

US Route 220/I-99 Project, Pennsylvania

INSURANCE
D. Audit and Recovery of Contractor and/or
Subcontractor “Insurance Cost”
For insurance purposes, contractors and all tiers of sub-
contractors will agree to keep and maintain accurate and
classified records of their payroll for operation at the
project site. Contractors/subcontractors further agree to
furnish to the OCIP Administrator full and accurate pay-
roll data and information in accordance with the require-
ments of the OCIP Manual. All contractor/subcontractors
shall permit examination and/or audit of its books and
records. Contractor/subcontractor shall also provide any
additional information to the Commonwealth of Pennsyl-
vania Department of Transportation or their appointed
representatives as may be required. During the term of
the contractor/subcontractor’s contract including ex-
tended periods thereof the Commonwealth of Pennsyl-
vania Department of Transportation shall have the right
to adjust the contract price to reflect the actual cost of
the contractor/subcontractor’s insurance costs had the
Commonwealth of Pennsylvania Department of Trans-
portation not implemented an OCIP.
F. Contractor/Subcontractor Responsibilities
The contractor/subcontractor is required to cooperate
with the Commonwealth of Pennsylvania Department of
Transportation and the OCIP Insurance Administrator
with regards to the administration and operation of the
OCIP. The contractor/subcontractor’s responsibilities
shall include, but not be limited to:
(1) Compliance with applicable Construction Safety Pro-

gram, OCIP Manual, and Claims procedures as out-
lined in the respective manuals setting forth the ad-
ministrative procedures required of the contractor/
subcontractors;

(4) Maintenance and provision of monthly payroll records
and other records as necessary for premium compu-
tation;

(5) Cooperation with any insurance company or OCIP
Administrator with respect to requests for claims, pay-
roll, or other information required under the program;

(7) Complete the following administrative forms within
the time frames specified:

(d) Submission of Payroll Reporting Form, Form 5—with
proper Workers’ Compensation Classification Codes.

INSURANCE ADMINISTRATION

The contractor shall adhere to and perform all reporting re-
quirements as detailed. Failure to follow the procedures

outlined in the manual could result in fines assessed by
the appropriate state agencies or commissions or default
judgments from a lawsuit against the Commonwealth of
Pennsylvania Department of Transportation or the con-
tractor. The Party at Fault, shall at its own expense, be
responsible for any fines or judgments arising out of fail-
ure to follow these procedures. The Commonwealth of
Pennsylvania Department of Transportation shall deduct
from monies due or to become due under the provisions
of this contract for any applicable fines or judgments that
are assessed.

A. Administration of the OCIP

Administration is an integral part of the success of the
OCIP. All contractors should be properly enrolled in the
OCIP before access to the project site is allowed.

To properly manage the OCIP, the following procedures
must be followed:

 Payroll Reporting and Audits. Payroll must be re-
corded monthly on Payroll Reporting Form (Form 5)
CERTIFIED PAYROLL REPORTS ARE NOT
ACCEPTABLE. All contractors are required to submit
a monthly report of work-hours and payroll to the
OCIP Administrator. It is the awarding contractor’s
responsibility to ensure that this information is pro-
vided monthly by all tiers of subcontractors.

Project Payroll shall include the total remuneration and
hours worked for all employees working at the project
site. All payroll records on the Designated project should
be kept separate from all other work. This will make the
audit process easier.

Payroll reports should be sent to the OCIP Administrator
within ten days following the end of the month. You
should use the same workers’ compensation codes and
classifications as shown on your current Workers’ Com-
pensation policy. Show only total hours and total payroll
for each classification of employee. The report can be
handwritten and faxed; hold the original copy in your file.
If you have more than one contract and/or work order,
please either (1) complete a form for each awarding
contractor or (2) show which payroll applies to which
contractor.

Earnings for overtime should be included only at the
straight hourly rate (DO NOT INCLUDE EXTRA WAGES
PAID FOR OVERTIME HOURS). Overtime means those
hours in excess of eight hours worked each day, 40
hours in any week or on Saturdays, Sundays, or holi-
days, but only when there is an increase in the hourly
rate to work such hours. The work-hours should reflect
all hours worked, including overtime.

ALL CONTRACTORS MUST MAKE THEIR PAYROLL
RECORDS AVAILABLE TO THE (INSURANCE
COMPANY) AUDITOR AT THE TIME DURING THE
POLICY PERIOD AND UP TO THREE YEARS AFTER
COMPLETION OF THE PROJECT.
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 When the contractor/subcontractor is 85% complete,
the Notice of Substantial Completion (Form 4) should
be completed by the contractor/subcontractor and
sent to the OCIP Administrator. Receipt of this form
will alert the OCIP Administrator to notify the Insurer’s
Audit Department and request final audits of payrolls
and the contractor’s insurance costs.

 Certificate of Insurance evidencing contractor’s cur-
rent insurance program. The certificate must reflect
that your current Workers’ Compensation and Gen-
eral Liability policies exclude coverage on the desig-
nated project site. This should alert your insurance
company to (1) issue the Designated Workplace Ex-
clusion endorsements to your policies, (2) notify the
audit department that all payroll and/or receipts for
this project should be excluded from your audit.

The certificate must also show that the Commonwealth
of Pennsylvania Department of Transportation and its di-
rectors, officers, representatives, agents and employees
shall be endorsed as Additional Insureds on the Auto-
mobile Liability and General Liability, ATIMA (As Their
Interest May Appear). (See Appendix I for a copy of the
Pennsylvania DOT Project Site Payroll Reporting Form.)

Anchorage International Airport, Anchorage, Alaska

B. Contractor and/or Subcontractor Responsibilities
The contractor’s and/or subcontractor’s responsibilities
shall include, but not be limited to:

(1) Maintenance and provision of monthly payroll records
and other records as necessary for premium compu-
tation;

(2) Cooperation with any insurance company or Program
Administrator with respect to requests for claims, pay-
roll, or other information required under the program,
because all Workers’ Compensation claims will affect
the contractor’s experience modification;

(5) Complete the following administrative forms (for the
general contractor and all subcontractors) within the
time frames specified:

(c) Submission of Interim Audit Report—Workers’
Compensation monthly by the 10th of the follow-
ing month—with proper Workers’ Compensation
Classification Codes;

C. Audit & Recovery

For insurance purposes, contractors agree, and will re-
quire all tiers of subcontractors to agree, to keep and
maintain accurate and classified record of their payroll
for operation at the project site. Contractors further
agree, and will require all tiers of subcontractors to
agree, to furnish to the Program Administrator, full and
accurate payroll data and information in accordance with
the requirements of the OCIP Contractor’s Manual. All
contractors and subcontractors shall permit examination
and/or audit of its books and records. Contractors or
subcontractors shall also provide any additional informa-
tion to SOA DOT&PF or their appointed representatives
as may be required.

ADMINISTRATION OF THE OCIP
Administration is an integral part of the success of the
OCIP. All contractors and subcontractors should be
properly enrolled in the OCIP before access to the proj-
ect is allowed.
To properly manage the OCIP, the following proce-
dures must be followed:

• Monthly Audit Requirement: all contractors will pro-
vide a set of monthly premium reporting forms that
must be completed and submitted to Xxx Xxx Corpo-
ration of Seattle by the 10th of each month. A sample
form is enclosed; however, forms specific to each
contractor will be supplied as each OCIP Workers’
Compensation policy is issued by Xxx Xxx Insurance
Company. It is the awarding contractor’s respon-
sibility to ensure that this information is provided
monthly by all tiers of subcontractors.

Project Payroll shall include the total remuneration and
hours worked for all employees working on AIA-TRP
project site. All payroll records on AIA-TRP project
should be kept separate from all other work. This will
make the audit process easier.

Payroll reports should be sent to the OCIP Program Ad-
ministrator within 10 days following the end of the month.
You should use the same workers’ compensation codes
and classifications as shown on your current Workers’
Compensation policy. Show only total hours and total
payroll for each classification of employee. The report
can be handwritten and faxed; hold the original copy in
your file. If you have more than one contract and/or
work order, please either (1) complete a Form for
each awarding contractor, or (2) show which payroll
applies to which contract.

Earnings for overtime should be included only at the
straight hourly rate. (DO NOT INCLUDE EXTRA
WAGES PAID FOR OVERTIME HOURS.) Overtime
means those hours in excess of 8 hours worked each
day, 40 hours in any week or on Saturday, Sundays, or
holidays, but only when there is an increase in the hourly
rate to work such hours. The man-hours should reflect
all hours worked, including overtime.

ALL CONTRACTORS AND SUBCONTRACTORS MUST
MAKE THEIR PAYROLL RECORDS AVAILABLE TO
THE (INSURANCE COMPANY) AUDITOR AT ANY TIME
DURING THE POLICY PERIOD AND UP TO THREE
YEARS AFTER COMPLETION OF THE PROJECT.

 When contractor’s or subcontractor’s work is com-
plete, the OCIP Coordinator will copy Program
Administrator on the final completion letter. Re-
ceipt of this letter will alert the Program Administrator
to notify the Insurer’s Audit Department and request
final audits of payrolls and the contractor’s or sub-
contractor’s insurance costs.

 Final Audit Requirement: A copy of Certified Payroll
Reports must be provided to the OCIP coordinator. In
addition, Xxx Xxx Insurance Company will perform a
physical audit with each contractor for individual
workers’ compensation policies as well as the OCIP
General Liability coverage.
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PAYROLL AUDITS

The purpose of payroll auditing is to verify the results
of the payroll reporting process. The audits are con-
ducted on an annual basis for multi-year projects. Re-
member that typically CIP projects are large, $100 mil-
lion or greater, and therefore usually take several years
to complete. As stated in the previous section on payroll
reporting, accurate payroll information is necessary to
adjust the insurance premiums for the workers’ compensa-
tion coverage.

The results of these audits can raise or lower the final
premiums. Not all state highway agencies share the work-
ers’ compensation insurance savings with the contractor;
the incentive for the contractor to perform well may come
solely from protecting the company’s EMR. Offering to
share any workers’ compensation savings with the con-
tractor, however, should lead to a safer, more efficient
project and greater savings for all parties.

RESERVE REVIEWS

The loss data used to compute workers’ compensation ex-
perience modifiers are not the claim amount that the insur-
ance company actually pays out. Insurance companies
report the paid amount and the amount they forecast as
additional costs for settling open claims. These esti-
mates of future costs are called reserves. Loss reserves
directly impact the calculation of experience modification

factors and can significantly affect final insurance costs
(6).

There is little, if any, standardization of setting loss re-
serve amounts. Some insurance companies take a very
conservative approach, but try not to be excessive when
estimating claim reserves. Other insurance companies rou-
tinely take a worst-case scenario approach (6).

The function of the reserve review is to ensure that the
insurance program is fully funded and that the annual ag-
gregates for each coverage are not in peril of depletion.
The CIP administrator typically conducts these reviews on
a monthly basis. All well-run contractor insurance pro-
grams make this a highly important area of concern. It is
where the contractors control their experience modifiers
and employees. If the CIP has a solid reserve review proc-
ess, contractors will soon come to realize that they still
control their insurance protection.

Contractor participation in a structured reserve review
process is critical to a successful CIP. It is where over “re-
served” claims are spotted and where arguments can be
made to reduce the reserve or in many cases close out the
claim. Only the contractor knows if the injured employee
has returned to work. It is where the importance of “light
duty and return to work” programs becomes clear to the
contractors. The review is also where the malingerer is
identified. It is therefore extremely important that insur-
ance carrier be required (by contract) to be aggressive in
finding and solving challenges in this area.
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CHAPTER FIVE

CONCLUSIONS

Because of the complex relationships between the parties
involved in large highway projects and the open-ended
nature of construction liability, departments of transporta-
tion (DOTs) are facing new and significant construction
risk challenges. At the same time, courts have been vague
as to who is responsible for construction safety. Some
states hold that the duty to provide a safe workplace is a
matter of law (Title 8 California Code of Regulations §
3203 [8 CCR 3203] and in New York State, Section 240 &
241 of the labor law). The New York State Labor Law im-
poses “strict liability” on owners and contractors.

The project owner, as the party ultimately responsible
for the construction work, is consequently looking to en-
hance control over project safety and risk management.
Controlled insurance programs (CIPs), if implemented cor-
rectly and used on appropriate projects, are highly efficient
risk-control mechanisms. With a CIP, the interest of the
owner, designer, construction manger, contractors, and
consultants are all covered by one insurance arrangement.
Owner Controlled Insurance Programs (OCIPs) are insur-
ance packages having reduced premiums because of a very
good future projected loss experience and economies of
scale.

Transportation construction projects typically involve
many types of insurance coverage such as workers’ com-
pensation, general liability, builder’s risk, and professional
liability. With so many participants working on large trans-
portation projects—owner representatives, private design pro-
fessionals, a prime contractor, and subcontractors—there may
be redundancy and/or gaps in insurance coverage.

Because CIPs enhance risk management, 10 DOTs have
employed some form of controlled insurance on one or
more of their projects. DOTs are using CIPs both for indi-
vidual transportation projects and for groups of projects. A
CIP provides (1) a single point of contact for all liability
issues, (2) if properly designed can prevent insurance cov-
erage gaps or redundancies, and (3) should reduce under-
writing and claims administration expenses. The results of
such a program are a safer jobsite—2.5 million person-
hours in Ohio with an incident rate of 0.17, compared with
a national average of 4.7, and lower construction costs—
$30 million saved in Utah and 2% of construction costs
saved in Florida.

An injured employee can still sue a contractor under the
“safe place to work” doctrine; however, much of the litigation

cost of injured worker third-party-over litigation is elimi-
nated. Also eliminated is the possibility of the subcontrac-
tor’s workers’ compensation insurance carrier suing the
general contractor in “subrogation” in the name of the in-
jured employee. All of the parties that participate in the CIP
have the same insurance carrier; therefore, there is only one
defense lawyer and one source of money being defended.

One of the most highly touted benefits of the OCIP is
insurance cost savings. Because insurance cost savings are
tied to the overall insurance market, the market greatly af-
fects the level of direct cost savings that a CIP can achieve.
The cost of insurance coverage tends to move in cycles
that are referred to as “soft” and “hard” markets. A soft
market occurs when the insurance industry has surplus in-
vestment capital and investment earnings; during such
times insurance is plentiful and there is significant compe-
tition among insurance companies. A lack of investment
capital creates a hard market. During a hard market insur-
ance is scarce and prices increase. Some insurance profes-
sionals, however, believe that CIP savings will be greater
during a hard market. This is because the difference in rate
structure between contractor insurance costs and CIP cost
would be greater. Contractors will experience higher insur-
ance costs during a hard market as would the CIP, but
comparatively the CIP would have a much lower premium
rate because of better lost control procedures that enhance
safety and reduce risk.

In the case of transportation projects, CIPs have been
used successfully on both roadway (linear sites) and bridge
(single location) jobs. The OCIP for the Blue Water Bridge
project in Port Huron, Michigan, covered both the con-
struction of a new bridge and the reconstruction of the ex-
isting adjacent bridge. In Salt Lake City, the OCIP for the
I-15 reconstruction project provided coverage for rebuild-
ing 144 bridges and 17 miles of roadway. All of the work
was accomplished while maintaining traffic through the
work zone. The Suncoast Parkway Toll Road OCIP in
Florida covered new construction on new alignment.

When using an OCIP, owners face increased adminis-
trative burdens. It is clear that administering an OCIP re-
quires extra effort from the project staffs of both the con-
tractor and the owner. Careful negotiations with the OCIP
provider/broker can minimize the time requirements of the
project staff. In the majority of cases, the broker handles
most of the added burden of the safety program develop-
ment and contractor/subcontractor enrollment. The broker
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usually provides an on-site representative to oversee the
safety program and the initial filing of claims. By contract,
general contractors are typically required to employ their
own safety manager. Additionally, most owners hire safety
engineers for their OCIP projects. These engineers sup-
plement the insurance and general contractor safety teams.

Some owners have the attitude that the OCIP is just an-
other business deal and that the contractors must partici-
pate because they are bound by contract. Agencies need to
understand that a project OCIP can have significant im-
pacts to a contracting firm beyond the life of that single
project. Consequently, contractors should not view OCIPs
simply as another contract provision. When an owner’s OCIP
administrator fails to perform, it is the contractor who in-
curs the residual consequences of increased business costs
and those consequences can extend far into the future.

• Contractor Concerns

A successful contract award process requires that contrac-
tors have a clear understanding of the bid process. This ne-
cessitates a concerted effort by the agency to educate con-
tractors about the CIP and about how the bid process will
be structured. A contractor’s insurance costs closely track
the firm’s commitment to safety. Management’s emphasis
on safety lowers a company’s insurance costs. Parts of
such management emphasis include an institutionalized
safety program, company safety professionals, and, for
large contractors, an internal risk-management division.
These are, however, on-going activities that are usually
charged to corporate overhead accounts. They represent a
substantial investment in safety and provide a bidding ad-
vantage in terms of lower insurance costs. The contractor’s
bidding advantage resulting from an on-going safety effort
will be negated by the OCIP.

Contractors must know the details of the CIP coverage
before bid submission, so that the costs of their restruc-
tured insurance program can be calculated. State repose
statutes stipulate a time limit after a project is completed
(or substantially completed) that a construction defect
claim can be filed. Repose statutes set an absolute time
limit for property damage suits against a contractor for
completed work. Many CIPs provide only 3 to 5 years of
coverage following project completion. Contractors need
protection extending to the limit of the repose statute of the
state in which the project is located.

If a contractor is forced to “exclude” the project from
the company’s normal commercial general liability policy
there will be no “completed operations” coverage available
after the CIP’s tail coverage expires. Language should be
included that allows the contractor to keep coverage on a
“differences in condition” basis and that requires the con-
tractor to reinstate coverage when the tail expires.

• OCIP Project Contracts

All major OCIP construction projects include the contrac-
tual insurance requirements listed here.

– General liability is always provided under the CIP.
– Workers’ compensation and employer’s liability is

typically provided under the CIP, but is not legal in
monopolistic states.

– Builder’s risk is always provided under the CIP.
– Excess/umbrella liability is always provided under

the CIP.
– Pollution/environmental liability is sometimes in-

cluded if there are special pollution risks.
– Airport liability is sometimes included if there is

work near airfield operations.
– Railroad protective liability is sometimes provided if

there is work abutting railroads.
– Design liability is often provided under the CIP.
– Design-build errors and omissions are sometimes

provided if it is a design-build project.
– Contractor tools are always excluded.
– Automobile liability is always excluded.

When an OCIP is used, the contract documents will
contain three specific sets of information and requirements.

1. Specific information about the insurance coverage
that will be provided under the OCIP and OCIP en-
rollment procedures.

2. Requirements concerning contractor-provided insur-
ance outside the OCIP.

3. Insurance requirements for those contractors not en-
rolled in the OCIP.

It is difficult to write a site definition that incorporates
all of the possibilities. To avoid the problems inherent in
very specific site definitions that limit OCIP coverage, the
insurance can simply be tied to losses arising out of the
project work. The Fort Washington Way site definition is a
good example of such a statement.

Employees performing services under Contract are covered
under the OCIP only while working on-site and under certain
circumstances, while off-site as long as their off-site work is
directly related to the Project Site.

Other special contract provisions should address re-
porting of payroll data, audits, and returned premiums.

Payroll data—If workers’ compensation insurance is in-
cluded in the OCIP the contractor and all insured subcon-
tractors will be required to submit accurate payroll data on
a regular basis.

Audits—Payroll auditing is usually necessary for close-
out of workers’ compensation insurance. By contract
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provision, contractors and subcontractors must be required
to open their books and records to examination and audit.

Returned Premiums—Contractors must agree by the
contract to relinquish all claims to OCIP dividends, retro
refunds, or other forms of returned premiums payable un-
der the OCIP. Some programs have clauses for a sharing of
OCIP savings (usually as an incentive bonus). Such a
sharing arrangement provides some equitable return to the
contractors for superior safety performance and serves to
encourage OCIP participation.

Insurance, Safety, and Claims Manuals—Every OCIP
has its own insurance, safety, and claims procedure manu-
als. Those documents require contractors and their sub-
contractors to accept responsibilities that other contract
documents do not address. If these responsibilities are not
contractual obligations, the contractor could find itself in a
precarious position. The construction contract should,
therefore, clearly identify all of the OCIP documents and
incorporate them by reference.

●  Bidding Issues

The bid documents for a construction project typically in-
clude the contract terms and conditions and related OCIP
program requirements. In many cases, however, the OCIP
materials are only in summary form. Many of the major
concerns that contractors have with OCIP programs relate
to the owner’s failure to provide complete information
about the program prior to bidding. Acceptance of an
OCIP by the contracting community is contingent upon the
availability of complete and accurate information. Addi-
tionally, when the bidding documents lack the details of an
OCIP the contractors are forced to cover unknown risk ex-
posure with dollars.

A CIP benchmarking study by one insurance company
revealed that in the case of public sector CIP projects, 39%
are bid with a formal insurance deduct. In the case of a
project tendered with insurance costs in the bid, it is a very
difficult and time-consuming task to verify individual con-
tractor premium credits that will be deducted from the
contract amount. Because verifying insurance cost is a
time-consuming task, it appears that the majority of owners
favor proposals bid ex-insurance, because this requires less
effort to evaluate the appropriateness of each contractor’s
bid deduction. Ex-insurance bidding relies on the competi-
tive bidding process to ensure that insurance costs have
been removed from the proposal.

• Operating Under a CIP

 Operating under a CIP is not that difficult once all the
parties involved are educated in the process. In most cases

the broker will administer the program as well as conduct
the necessary training to make sure the process runs
smoothly.

During the enrollment process a broker ensures that the
contractor and all subcontractors have filed the prerequisite
information before starting work on the project. A few of
the more important items for individual workers include
completion of mandatory safety training and passing a
drug screen. The contractors must provide proof of insur-
ance for auto liability and non-CIP project operations.

Safety training can include CIP administrator-provided
training or contractor safety programs. Training ranges
from professional demonstrations down to the weekly
“toolbox” talks conducted by the crew foreman. Special-
ized training should be provided for any unusual condi-
tions or new a process, method, or equipment that is intro-
duced to the work crews.

Claims management services can be provided by the in-
surer, a third-party administrator, or by the project man-
ager’s internal staff. The most common method of claims
management is to use the insurer’s claims adjusting re-
sources. The project’s contractors should be involved in the
claims process, but many contractors do not understand the
importance of claims management.

Payroll reporting is required to ensure that the proper
premiums are paid for workers’ compensation policies.
Workers’ compensation coverage premiums are based on
the actual labor-hours worked for each labor classification.
Payroll reporting quantifies the labor-hour portion of the
CIP’s workers’ compensation premium.

The purpose of payroll auditing is to verify the results
of the payroll reporting process. The audits are conducted
on an annual basis for multi-year projects. Accurate payroll
information is necessary to adjust the insurance premiums for
the workers’ compensation coverage. The results of these
audits can raise or lower the final insurance premiums.

●  Challenges

The first challenge is to develop an understanding of the
risk-management benefits that a CPI can bring to a large
project. Both the transportation department and the con-
tracting community must be educated about benefits and
how such programs function. The department should en-
courage questions from all affected parties to gain under-
standing and acceptance. Communication is a critical com-
ponent of success.

The second challenge is to find the right broker/ad-
ministrator. The selected broker must have a thorough
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understanding of construction and construction claims.
The broker must also have access to the international in-
surance marketplace. The department must ensure that the
program components and roles of responsibility are estab-
lished before bidding the project.

The third challenge is to structure the CIP for the par-
ticular DOT and project. All construction projects have
their unique features, but large projects usually have both
unique construction features and unique risk exposures. The
CIP cannot be structured until the department has a solid
understanding about construction means and methods.

Based on the surveys of DOTs and contractors engaged
in projects using OCIPs, owners were pleased with the cost
savings and job safety. Coordination of insurance to the
satisfaction of the contracting community requires advance
planning for the OCIP’s structure and the availability of
policies with the bid documents.

The following lists the keys to success for OCIPs:

• Involve contractors early,
• Communicate,
• Provide adequate coverage and limits that protect

both the transportation department and the contractors,
• Invest in administrative support—skilled and proac-

tive OCIP administration and loss control services are
critical to success,

• Ensure that the broker and insurers understand that
the contractors are customers,

• Allow enough time to revise contract language before
bidding the project,

• Create a team environment,
• Provide incentives for contractors to participate in the

success of the OCIP,
• Bid the broker and insurers,
• Respect organizational cultures and be flexible, and
• Make time to manage the program.
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APPENDIX A

Department of Transportation OCIP Survey

NAME:                                                                                                                                                                                               

TITLE:                                                                                                                                                                                               

PHONE:                                                                                                                                                                                              

  1.  On how many hard-bid projects has your agency used an OCIP?                                                                                  

  2.  On how many cost-plus projects has your agency used an OCIP?                                                                                  

  3.  On how many design/build contracts has your agency used an OCIP?                                                                                 

  4.  In the case of the OCIP work that your agency has undertaken:

Project Size of the project in
dollars

Type of project (new
construction or rehabilitation)

Contracting method (design-
bid/build or design/build)

No. 1 $

No. 2 $

No. 3 $

No. 4 $

  5.  If you used a rolling wrap up:
Total amount of work the OCIP covered.  $ ___________________________

Individual
Projects

Size of individual project Amount of work the OCIP
covered

Type of project
(new construction or

rehabilitation)

No. 1 $ $

No. 2 $ $

No. 3 $ $

No. 4 $ $

  6.  Were there any conflicts with your state’s competitive bidding statutes that had to be addressed before your agency 
  could use an OCIP?

     If yes, how were these issues addressed?

  7.  Did the OCIP cause any impact or potential impact on any statutes limiting the state’s liability?

  8.  Was there a state constitutional issue caused by the fact that via the OCIP the state’s credit can be provided to private 
  entities?

  9.  Did you specify that the contractors bid with the insurance cost in or out of their pricing?

10.  Did you attempt to verify the contractor’s insurance cost?  If so, how?
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11.  Did you specify that the contractors also provide an estimate for traditional insurance should the agency decide not to

       use an OCIP?

  If so, did the agency track the cost of the OCIP against the contractor’s estimated cost?

12. Did the contractors carry coverage for differences in conditions?

13. Is "partnering" common in your agency?

   If yes, is it voluntary or required by contract?

   Again if yes, was it “true partnering," e.g., regular meetings? _______________

   Did you employ or retain an independent consultant to serve as a full time facilitator? ______

   Were the facilitator costs shared? ________________

14. Do you believe that "partnering" is important to making an OCIP work?

15. Did you have difficulty defining the project site for the OCIP?

16. How long did it take to create the "work site” definition for your OCIP?

17. How did you include (or did you include) staging areas, batch plants, and material pits in the OCIP site description?

Please provide a copy of your site definition to include in the NCHRP synthesis report.

18. Does a department within your DOT manage your OCIP insurance or is there an overarching state agency?

19. Did your DOT have to take on more insurance administration responsibility because of the OCIP?

20. Were more resources required, for your DOT or the state agency, once the OCIP was implemented?  Was it a 
burdensome increase in workload to the DOT? Explain.

21. Does your DOT or agency charge a fee for project OCIP administration?

22. Conversely, would there have been a fee for non-OCIP contract administration?

23. How is OCIP administered—does the DOT or state risk management contract with an outside firm (e.g., a broker) to 
investigate individual coverage options and their cost?  Briefly explain.

24. If you used an insurance broker, which company did you use and how did you make the selection?

25. On your first OCIP contract, what was the time duration from construction contract award to development of the final 
OCIP language, which was agreeable to all parties?

26. Did you use “loss sensitive” insurance?   ____________________________________

27. Did you use “guaranteed cost” insurance?  ___________________________________

28. Did the OCIP involve multiple insurance policies?
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29. What types of coverage were included in the OCIP?  Indicate limits of coverage.

Type of Insurance Included in the
OCIP (yes/no)

Limits of coverage

($)

Statutory Workers’ Compensation

Bodily injury by accident each person

Bodily injury by disease each person

Bodily injury by disease policy limit

General Liability

Bodily injury & property damage each
occurrence

General aggregate (annual)

Products/completed operations aggregate

Personal and advertising injury

Builders Risk Excess Liability

Each occurrence

Annual aggregate

Products/completed operation (annual)

Pollution Liability

Design Professional Liability

Design/Build Errors and Omissions

Railroad Protection

Longshoremen/Maritime

Tool and Equipment

Automobile Liability

OTHERS

30. How many different insurance companies issued policies to create the OCIP coverage?

31. If your DOT has had multiple OCIPs, were the same insurance companies used from project to project?  If yes, why?

   Were there cost savings to the DOT by using the same insurance companies?

32. How are construction delays caused by design (errors and omissions) handled within your OCIP agreements—who 
pays?  Or what coverage pays?

33. Does the OCIP insurance protection automatically extend itself if design errors cause a project delay?

34. When the project is extended for whatever reason (delays caused by the contractor or the DOT) what mechanism 
extends the OCIP insurance protection?

35. Once the OCIP language was agreed to by the contractor and the owner agency, how many changes were made by 
the OCIP insurance carrier?
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36. If there were changes or additions to the OCIP language required by the carrier(s), broker, or the contractor, what 
were they?

37. Did the DOT, broker, or insurance carrier perform a preconstruction survey of properties abutting the construction
site?

38. Did the OCIP require the prime contractor to carry excess liability insurance for off-site work?

IF YES, WHAT WAS THE MINIMUM LIABILITY COVERAGE FOR THE GENERAL CONTRACTOR? $________________

WERE THE CONTRACTORS INSTRUCTED NOT TO DEDUCT THE PREMIUMS FOR THE UMBRELLA COVERAGE FROM
THEIR BIDS?

39. Did the OCIP require the prime contractors’ subcontractors to carry excess liability insurance for off-site work?

IF YES, WHAT WAS THE MINIMUM LIABILITY COVERAGE FOR THE SUBCONTRACTORS?  $_____________________

WERE THE SUBCONTRACTORS INSTRUCTED NOT TO DEDUCT THE PREMIUMS FOR THE UMBRELLA COVERAGE FROM 
THEIR BIDS?

40. Did the minimum liability limit of the excess liability insurance for off-site work cause problems for the DBE and 
WBE subcontractors participation in the project?

41. Did the OCIP require independent owner/operators (such as truckers, but there are others under this heading) to carry
excess liability insurance for off-site work?

IF YES, WHAT WAS THE MINIMUM LIABILITY COVERAGE FOR INDEPENDENT OWNER/OPERATORS?  $_________________

42. Was working under an OCIP helpful in obtaining minority, disadvantaged, and women subcontractors for the 
project?

43. Did the DOT take any specific steps to facilitate OCIP enrollment of the contractor and particularly the 
subcontractors?

44. Did the contractor complain that the OCIP took away their control of the work?

45. Was there a reserve review conducted prior to the various unit statistical report filings?

46. Were the proposed filings reviewed before actually being filed?

47. Were the filings accomplished in a timely manner?

48. How were plan errors and omissions covered?

49. Did the DOT share the OCIP financial savings with the contractor(s)?  _________________

IF YES, DID THE CONTRACTOR DISTRIBUTE THE INCENTIVE DOWN TO THE SUBCONTRACTORS?

DID THE CONTRACTOR HAVE A SAFETY INCENTIVE AWARDS PROGRAM AT THE WORKMAN LEVEL?

50. What benefits did the DOT realize by using an OCIP and can the benefits be documented?

51. Has your agency proved that there were OCIP cost saving or is it engaged in determining the saving now?
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52. In your opinion, what are/were the most difficult aspects within your agency of implementing the OCIP?

Rate the following ISSUES on a 1 to 5 Scale:

1 being not a problem and 5 indicating a very difficult problem.

                            Issue

1

(not a
problem)

2 3 4 5

(difficult
problem)

53.   The process of enrolling companies in the OCIP.

54.   Definitions of OCIP insurance coverage.

55.   Contractor insurance coverage expectations.

56.   Payroll reporting.

57.   Audit of payrolls.

58.   OCIP mandated safety training.

59.   Time required for safety training.

60.   Plan errors delaying the project.

61.   OCIP administrator facilitating quarterly reserve reviews.

62.   Contractor involvement in the quarterly reserve reviews.
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APPENDIX B

Contractor OCIP Questionnaire

30 May 2001
Box 870204

Del E. Webb School of Construction
Arizona State University
Tempe, AZ 85287-0204

RE: OWNER CONTROLLED INSURANCE PROGRAMS

We are developing a National Cooperative Highway Research Program (NCHRP) Synthesis on the use of Owner
Controlled Insurance Programs (OCIPs).  The results of this work will be available to departments of transportation and
other interested parties in the form of a Transportation Research Board published synthesis.  The research is sponsored by
the American Association of State Highway and Transportation Officials in cooperation with the Federal Highway
Administration.

We intend to look at this issue from all three sides, the owner, the contractor, and the insurance provider.  In support of this
work, we are seeking information from construction companies having specific OCIP experience.  We are interested in
what were the positives and negatives of these programs along with specific comments.  Your completion of the attached
questionnaire will greatly facilitate this research effort.

Sincerely
Cliff Schexnayder, P.E.
Del E. Webb School of Construction
Arizona State University

(480) 965-5133
cliff.s@asu.edu

In the case of follow up questions would you please provide the name and phone number of someone in your company that
we could contact.

NAME:                                                                                                                                                  

TITLE:                                                                                                                                                    
 

PHONE:                                                                                                                                                   
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OWNER CONTROLLED INSURANCE PROGRAMS—NCHRP PROJECT 20-5

1. What is your company’s approximate annual volume of work? $                                                                    

2. Does your company work primarily as a general contractor or as a subcontractor?                                        

3. Has your company been involved in a public project that was under an OCIP?                                               

4. Has your company been involved in a public project that was under an OCIP?                                              

5. What is your company’s EMR? ____________

If YES to Question No. 3 or 4, PLEASE CONTINUE.

6. In respect to the OCIP work, what was the
WAS THE PROJECT

APPROXIMATE TOTAL
PROJECT SIZE IN DOLLARS

HARD-BID
(YES OR NO)

COST-PLUS
(YES OR NO)

SINGLE-SITE
(YES OR NO)

ROLLING WRAP-UP
(YES OR NO)

PROJECT 1:  $
PROJECT 2:  $
PROJECT 3:  $
PROJECT 4:  $

7. Was the project?
NEW CONSTRUCTION OR
REHABILITATION

PUBLIC
(YES OR NO)

PRIVATE
(YES OR NO)

CLOSED SITE—
BUILDING JOB

OPEN SITE—
ROAD CONST.

PROJECT 1:
PROJECT 2:
PROJECT 3:
PROJECT 4:

8. Were you required to submit your proposal with the insurance cost included or removed from the bid?  
                                                                                                    

9. Have you bid projects where the insurance cost was removed, but where the owner directed you to include an
estimate for traditional insurance should the agency decide not to use an OCIP?  ____________________

    If yes, please name the project and give the location.

   Project:  ____________________________________________________

   Location (city and state):  ______________________________________

10. Do you believe that OCIPs take away contractor control of the work?                                                                  

11. Do you believe that OCIPs make contractors less accountable for safety and risk control?                                 

12. Did the owner share the OCIP savings with the contractor(s)?                                                                               

13. Did working under the OCIP place more of an administrative burden on your company to handle insurance and 

claims?  ________ If yes, please explain.

14. Did your insurance carrier charge for the OCIP enrollment effort and to adjust coverage for non-OCIP work?  

                                                                                                                                                                                    

15. Did you have to change your company’s job costing system?                                                                             

16. Did you have to change your company’s accounting software?                                                                            

17. Did your company experience an escalation of additional or other insurance costs?                                            
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18. Was the prosecution of warranty work, after completion of the project, covered under the OCIP?                          

19. Was working under an OCIP helpful in obtaining disadvantaged, minority, and women subcontractors for the project?

                                                                            

20. In reference to your company was there a strategic advantage to participating in the OCIP?

21. In reference to your company was there a critical disadvantage to participating in the OCIP?

22. Did your company realize any benefits by participating in the OCIP?                                                                       

23. When you worked under an OCIP and did not provide your own insurance coverage did you have the same incentive 

to work safely?                                                                                               

If yes, why?  If no, why not?

24. Did you have any concerns that the state’s competitive bidding statutes were being ignored or violated?

                                                                                                                             

25. Apart from the potential effect on your company’s EMR (or any other financial incentive) why would you want to be 

involved in the OCIP claims process, including the periodic claims review?

26. Would you choose an OCIP if it were not a contract requirement?  _______ If yes, why?

RATE the FOLLOWING ISSUES on a 1 to 5 scale: 1 meaning not a problem and 5 indicating a very difficult problem.

27. Stripping insurance cost out of your bid.                     

28. Scope of insurance coverage clearly defined in the bidding documents.                      

29. Scope of insurance coverage clearly defined in respect to trucking.                      

30. Enrollment procedures clearly defined in the bidding documents.                     

31. Payroll reporting differences for Davis Bacon and for the OCIP.                     

32. In the case of the OCIP (not Davis Bacon), payroll reporting issues because your accounting software could not 
identify which workers were covered in specific job classifications

    (a) particularly in the case of people working in multiple job classifications.                     
    (b) particularly in the case of people moving between projects.                     

33. Audit of returned insurance cost.                     

34. OCIP mandated safety training.                     

35. Time duration of the mandated OCIP safety training.                     

36. OCIP administrator’s action or actions impact on your company’s  workers’ compensation
    modifier (EMR)?                         

37. OCIP administrator facilitation of quarterly reserve reviews.                      

38. Conduct of reserve review prior to the unit statistical report filing.                     

39. Difficulties due to a difference between the timing of the OCIP closeout and actual project closeout?                     

40. Conflict caused by the timing of the OCIP closeout and completion of change order work?                     

41. OCIP administrator final audit provided in a timely manner so you could meet the CFR subcontractor
    prompt pay requirements?                      
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APPENDIX C

Interim Owner Controlled Insurance Program Policy
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APPENDIX D

Types of Construction Insurance

The following is a brief description of each of the various types of insurance coverage used for construction projects.

Workers’ Compensation Pays claimant in case of injury, disability, or death of employees result-
ing from work on the job.

General Liability Protects the owners and the contractors from the financial consequences
of various risks, such as accidents, hazardous operations, or accidents
during construction and after work is completed. The insurance pays for
a variety of benefits, including legal defense expenses, injuries to peo-
ple, and damage to property.

Builder’s Risk Pays for damages and losses to a project that occur while it is being
built.

Excess Liability An umbrella policy that pays for losses that exceed primary policy lim-
its, such as general liability, automobile liability, and employer’s liabil-
ity on workers’ compensation.

Pollution Liability Pays for environmental losses associated with accidental chemical spills
and the leakage or disbursement of dangerous vapors.

Design Professional Liability Pays for architects’ and engineers’ professional liability for errors and
omissions. This coverage is usually purchased by the architectural and
engineering firms but could be included under wrap-up insurance for a
design-build project.

Design–Build Errors and
Omissions

Provides coverage for contractor errors for companies working in the
design-build arena.

Railroad Protective Liability insurance coverage for railroads, purchased by those who con-
duct operations (construction) on or adjacent to railroad property.

Longshoremen/Maritime Liability insurance similar to workers’ compensation that provides cov-
erage for workers, including construction workers, on the water (work-
ing on barges), or those working over water.

Automobile Liability Pays for damage caused by the policyholder’s vehicles. Also pays
medical costs of persons injured in or by the vehicles. This insurance is
typically not included in wrap-up insurance because vehicles are oper-
ated outside the confines of the project.

Tools and Equipment Pays when a contractor’s tools, equipment, field offices, or other prop-
erty are destroyed, damaged, or stolen. This insurance is not included in
wrap-up insurance because these items are considered mobile and there-
fore difficult to manage. In addition, the premium costs for these poli-
cies are not material and would be difficult to isolate from bids.
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APPENDIX E

Suncoast Parkway Project, Hudson, Florida
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APPENDIX F

Insurance Calculation Worksheets

Southeast Corridor Project, Denver, Colorado
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APPENDIX G

Safety Incentive Program, Arizona DOT, US 60 Project OCIP

OVERVIEW

The Owner has established a Safety Incentive Program to promote safety awareness on this Project and reduce the
frequency and severity of accidents.  Achieving these objectives will reduce the number and severity of accidents that
result in Lost Time claims against workers’ compensation insurance.

The Design-Builder shall complete and submit to the Project Manager, the Safety Incentive Program 15 days from the date
of the Notice of Award letter.

The Program consists of two parts: Part A—Design-Builder Incentive Program and Part B—Employee Safety Incentive
Program. Design-Builder Incentive Program (Part I) will be divided into two parts: Part 1—During the Project and Part
2—at the End of the project.

The Design-Builder shall work with the Owner and the Owner Controlled Insurance Program (hereafter referred to as
OCIP) Safety Team and participate in all required planning and review meetings. The OCIP Safety Team members will be:
the Owner's Loss Prevention Representative, the Design-Builder's Safety Coordinator, the OCIP insurance carrier loss
control representative(s), the broker risk control consultant, and others identified by the Owner. The OCIP Safety Team
shall work with the Design-Builder to prepare announcements to publicize the incentive program activities and results.

Final approval of the incentive program as implemented shall rest with the Owner.

The Safety Incentive Program shall BEGIN on an agreed upon Monday within 30 days from the date of the Notice of
Award letter.

The Safety Incentive Program will require that the Design-Builder qualify for the Incentive Program by developing and
maintaining a Safety Program with emphasis on Safety Awareness and Safety Activities that will be audited for the
purpose of earning the incentive.  Sample safety programs, inspection forms, reporting forms, etc., for the development of
the safety program and the incentive program can be obtained from the Owner's Loss Prevention Representative and broker
risk consulting staff.

The Owner and OCIP Safety Team, which includes the Design-Builder's safety coordinator, will develop the various forms
in a consensus manner for the success of the project. The OCIP Safety Team will finalize the incentive plan document,
affirm all forms to be used, and finalize the evaluation procedures.  The Owner and the OCIP Safety Team will also
develop the safety audit and safety citation procedure based on the safe work practices established in the safety program
including OSHA requirements and hazard recognition and correction.

The safety program minimums are directed at Pre-Project Planning and Pre-Task safety planning and initial/ongoing safety
training for all tiers.

The Safety Audit shall be used to develop periodic Safety Scores during the project. Subsequent to developing the
incentive program, meetings will be held to establish and implement inspection forms, corrective action responses,
reporting procedures, and periodic incentive program status meetings.

The Design-Builder's qualifying Safety Program shall include, at a minimum, the following elements:

 1. Written Safety Program (Reference OSHA 1926) and as defined in sub-section 107.08 of the ADOT Standard
Specifications for Road and Bridge Construction, 2000 Edition.

 2. Site Specific Safety Plan (All Tiers).
 3. Fleet Safety Program including driver qualification, equipment inspections, truck route planning, standing/staging

area, parking area, etc., for fleet vehicles for all tiers and vendor haulers.
 4. Management Accountability and Support of the Safety Program.
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 5. Emergency Response Plan.
 6. Disciplinary Action Plan.
 7. Full-Time Safety Coordinator.
 8. Return to Work Program.
 9. Safety/New Hire Orientation Program (All Tiers).
 10. Personal Protective Equipment Program (All Tiers).
 11. Drug and Alcohol Program (All Tiers).
 12. Employee Safety Training Initial and Ongoing through project completion.
 13. Accident Reporting and Investigation Procedures.
 14. Near Miss Reporting and Investigation Procedures.
 15. Corrective Action Procedures including discipline procedures.
 16. Daily Safety Inspections.
 17. Daily Construction Equipment Inspections.
 18. Daily Traffic Control Plan Updates.
 19. Weekly Safety Tool Box Meetings (All Tiers).
 20. Weekly Management Safety Meetings.
 21. Weekly Subcontractor Safety Training Updates.
 22. Weekly Incident Report Review as compiled by an Incident Review Team.
 23. Monthly Review of Site Specific Safety Plan.
 24. Monthly Traffic Control Plan Update.
 25. Safety Certifications Reviewed and Updated, inclusive of OSHA Competent Persons for excavations, confined space

entry, scaffolding, fall protection, powered industrial trucks, cranes/rigging, etc., and all flaggers certified by ATSA or
equivalent national traffic safety certification.

 26. Monthly Management Review/WH Reports/OSHA Log.

During the project (Part 1) the Design-Builder Incentive Program will have two required elements for each incentive
period.  These elements are:

1a. The Safety Score expressed in percent will be from an AUDIT of safety activities completed for each measurement
period. The audit, as completed by the OCIP Safety Team, will list all of the above 26 required activities and
satisfactory completion will result in a certain number of points for each activity. The total points for each item (1–
26) will vary based upon the importance of the item and the number of sub-components for each item.  For example,
OSHA 200 record keeping has a total of 4 points available.  Trenching and shoring programs, however, will have a
total of 24 points available, as there will be six 4-point sub-components in the audit. The audit will consist of
observations of work practices, review of all reports and meeting minutes, and all training records.  See Appendix G
for a sample of several items in the audit instrument.

Design-Builder Affidavits: For each incentive period, the Design-Builder shall complete a Safety Incentive
Affidavit and forward it to the Owner.  The signed affidavit shall be affirmed by the Design-Builder as being a true
and correct description or tally of the activities completed during the measurement period.  The Owner will reserve
the right to audit a minimum of 25% of the Design-Builder records and documents noted in the affidavit to support
the incentive process and verify that certain activities have been satisfactorily completed as affirmed.  The affidavit
audit will take place within 30 days after the end of the measurement period.  If the affidavit is found to be in error,
point totals will be adjusted on the Safety Audit and will affect the Safety Score.  An example can be found in
Appendix G.

1b. The Number of Lost Time Incidents that will be measured against established goals and the associated incentive
values determined in accordance with this Program for each measurement period.

Favorable safety performance by the Design-Builder will result in credits/payments to the Design-Builder out of the
Design-Builder Incentive Program Allowance for this contract.

At the End of the Project (Part 2), the Design-Builder Incentive Program will review the total incurred losses, that will
be measured against established goals and the associated incentive values determined for the project incentive period.



105

The Employee Safety Incentive Program (Part B) will be developed and administered by the Design-Builder. All costs
of the Employee Incentive Program will be borne by the Design-Builder.  The Employee Incentive Program must meet or
exceed the requirements listed herein.  The Design-Builder will submit its entire incentive program to the Project Manager
and OCIP Team for approval prior to beginning work.

Resources Required: The Design-Builder shall maintain the appropriate staff and resources necessary for the
administration of the Safety Program (OSHA and Project Safety Programs) and the Safety Incentive Program. These
resources will include the Design-Builder’s Full Time Safety Coordinator and clerical support staff to assure that all project
safety documents and records are maintained and available at all times for review by the Owner. The minimum
administrative time needed to manage and document the Design-Builder’s and all tiers activities for the Safety Incentive
Program shall be 15 hours per month, with an additional 10 to 15 hours at the end of each measurement period, when and
if an audit occurs. Additional time shall be furnished by the Design-Builder, as necessary.

PART A—Design-Builder Incentive Program

The Design-Builder’s total available incentive value for this contract is $1,000,000 (One Million Dollars).  The amount
available for Part 1 is $750,000, and for Part 2 is $250,000.

Part 1

During the Project the total incentive value is based on the type and amount of work being performed in a safe manner
resulting from a superior safety awareness program (Safety Score); and upon potential savings in workers’ compensation
costs from the reduction in accidents, and a reduction in the Lost Time Incident Rate (LTIR) below those rates which are
established for the type of work performed under the Contract.

Note:  Depending on the actual insurance program design, the owner reserves the right to expand the incident
description to other losses that occur on the project such as property damage to third parties and selected
builder’s risk losses.  Each such incident may be counted the same as one (1) Lost Time Incident for the
purpose of this incentive program.  Actual modification to the incentive plan will be determined by a review of
the insurance program by the OCIP Safety team and will be made within 30 days from the date of the Notice of
Award letter.

During the project, the available incentive consists of two parts for each incentive period:

Part 1a: SAFETY SCORE expressed in %, above 50%.
Part 1b: Lost Time Incident Rate (LTIR) Below 4.2 (per 200,000 hours worked)

The Design-Builder will be entitled to a Safety Incentive Payment, if the Safety Score for that period is above 50% and the
calculated LTIR during a specified time period is below the target LTIR established for this Contract.

The target Incident Rate established for this Contract is 4.2.  This Incident Rate is the average of the Bureau of Labor
Statistics 1998 and 1999 Occupational Injury and Illness Rates for heavy construction, excluding building.

The LTIR will be calculated in accordance with the Bureau of Labor Statistics computation method as follows:

LWDC: Lost Work Day Cases are the number of injuries and/or illnesses, during the incentive period under review,
that result in one or more workdays (consecutive or not) away from work during which the employee would have
worked but could not because of the occupational injury or illness.  This number will not include those injuries that
result only in medical treatment or restricted work duty.

WH
200,000LWDCLTIR ×

=



106

WH: Work Hours are the total project hours worked by Design-Builder’s and Subcontractors’ employees based on
the certified workers' compensation payroll reports submitted as part of the OCIP program for the incentive period
under review.

200,000: Hours per 100 full-time equivalent workers, working 40 hours per week, 50 weeks per year.

Incentive Payments for Part 1 during the project:

 1. There will be five incentive periods, in intervals divided equally according to the percentage of the project completed.
Each incentive period will end on the last day of the month in which 20%, 40%, 60%, 80% of project
completion is achieved, respectively, and at 100% completion and final project acceptance. The maximum
incentive for each period will be $150,000. The total incentive amount for Part 1 is $750,000.

 2. During the project, at the end of each incentive period, the Safety Score, expressed in percent, will be developed
based upon the total points earned in that period divided by the total points applicable.

Points will be based on scoring per the completion or compliance of all required safety activities as described herein.
Points will be converted to a standard percent by dividing the total points earned by the total points available, up to
1,000, for each 6-month period.  The number will be rounded to two decimal places.  This value will be the Safety
Score for that period only.  The next period will begin with zero points.  See Appendix G for sample pages of the
Safety Audit.  The final comprehensive document will be a customized Safety Audit and Score Sheet for the
Project, completed by the OCIP Safety Team, and accepted by the Owner.

 3. Bonus Points: For exemplary performance of safety awareness activities, the Owner shall be able to award additional
points to the Design-Builder during each period to a maximum of 10% of the points available. The maximum
possible score is 110%.

 4. Low Scores: If the Safety Score is below 50% no incentive will be available for that period.

 5. SAFETY SCORE EXAMPLES:
         Audit Points for period are 935
         Total points available are 1,000, divide for standard percent:

           or

           Audit points are 865
           Total points available are 920, divide for standard percent:

 6. At the end of each incentive period, the LTIR will be calculated based on the number of lost workday cases for that
period only and shall not be cumulative.

    LTIR EXAMPLE:

    Number of Lost Workday Cases: 4
    Total Hours Worked:     400,000

94%(rounded)94.00.935
1000
935

===

94%(rounded)0.940.940
920
865

===
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   LTIRs will be rounded to the nearest tenth (one decimal place).

 7. No incentives can be earned during a period with an LTIR of 4.2 or above.

Calculating the Incentive for each period.  For each period in which the LTIR is below 1.0, the maximum amount for the
period of $150,000 will be used in the calculation.  The denominator in the calculation is derived by establishing the range
of the LTIR: the upper range of the LTIR is 4.2; the best LTIR is below 1.0.  Therefore, the LTIR range available is 4.2 –
1.0 or a constant LTIR of 3.2.

1. For each period the Safety Incentive will be calculated for Safety Scores above 50% and LTIRs below 4.2 and
above 1.0.

EXAMPLE:
LTIR for the incentive period is 2.0
Safety Score is 94%:

If the LTIR is less than 1.0 the formula is:

Incentive = $150,000 × Safety Score

2. Lost Time Incidents that have occurred prior to and including the last day of a month during which a progress
milestone is achieved will be included in determining the LTIR for that period.

3. Part 1 Incentive will be calculated and paid within 45 days from the end of the incentive period.
4. If an injury resulting in permanent total disability (PTD) or a fatality occurs resulting from an occupational

injury or illness, there shall be no incentive payment made during the period regardless of the safety score or
the periodic LTIR.

Part 2

Six Months following the End of the Project, to allow for all known claims within the OCIP to be filed and developed,
the Total Incurred Losses (TIL) shall be tallied and the Part 2 incentive payment calculated based on the TIL. The end of
the project shall be at 100% completion and final acceptance of the project.

At The End of the Project: Total Incurred Loss (TIL) Incentives

1. The Design-Builder will be entitled to a final Safety Incentive Payment 6 months after the end of the project if
the calculated Total Incurred Losses percentage rate for Worker’s Compensation Losses at the end of the
project is below the target TIL percentage rate established for this Contract.  The target TIL percentage rate
established for this Contract is 4.0%.  The TIL percentage rate will be calculated as follows:

0.2
400,000
200,0004LTIR =×=

937,96$94.0124,103$
2.3

)0.2–2.4(000,150$Incentive =×=
×

=

Score  afetyS
3.2

period)  rfo LTIR–4.2($150,000Incentive ×
×

=
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Project Total Incurred Losses: Total Incurred (Paid plus Reserves) Workers’ Compensation losses for all contractors
of any tier enrolled in the OCIP based on OCIP carrier loss runs valued on the last day of the month prior to Final
Contract Closeout.  For purposes of the incentive calculation, any single claim will be capped at $250,000.

Payroll: Total reported workers' compensation payroll for all contractors of any tier enrolled in the OCIP as
determined by monthly reports submitted to XXXX, the OCIP Administrator.  All submissions must be made by the
7th day of the following month.

The TIL percentage rate will be calculated to the nearest hundredth.

Incentive Payment for Reduced TIL

Six months following completion and final acceptance of the project (100%), the Total Incurred Losses (TIL) percentage
rate will be calculated. The Design-Builders final payment for work performed and release of retention is not subject to this
calculation.  The TIL percentage rate as calculated will be compared against the established goal of 4.0%.

No incentive will be paid for a percentage of 4.0 and above.

The total incentive of $250,000 will be paid for a TIL of 1.0% or below.

If the TIL is between 1.0% and 4.0% of payroll, the incentive will be calculated as follows:

 EXAMPLE:

 Project Total Incurred Losses $550,200
 Total Reported Workers' Compensation Wages $21,000,000

Calculating Incentive Scores and Incentive Values

The Owner will calculate the Safety Score, the LTIR, and the TIL and associated incentive values based upon the Design-
Builder’s certified workers’ compensation payroll reports and the number of Lost Time Incidents and Total Incurred Losses
chargeable during the period under review.  The Owner will furnish the results of the calculation to the Design-Builder.

The number of Lost Time Incidents, Days Lost, and Total Hours Worked will be determined by the OCIP Administrator,
XXXX USA, from certified worker’s compensation payroll reports and OSHA Recordable Injury Logs (OSHA 200) which
are maintained by the Design-Builder/Subcontractors as required by law.  The Insurance Broker may use other available
data sources to verify and/or determine these numbers.

001
Payroll

Losses Incurred TotalProject Rate Percentage Losses Incurred Total ×=

3%
)Rate Percentage TIL–%0.4($250,000

Incentive
×

=

%62.2100
000,000,21$

200,550$Rate Percentage TIL =×=

000,115$
%3

)%62.2–%0.4(000,250$Incentive =
×

=
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PART B—Employee Safety Incentive Program

This safety incentive program is intended to enhance safety awareness and encourage superior safety performance through
safety orientation and training and pre-task planning to prevent accidents and injuries. The program also requires that all
injuries and accidents be reported to the appropriate safety representative.  Prompt and responsive medical attention is
essential to a work force that is healthy and safe in the long run.  The State also encourages a formal return to work
program.  The program is not intended to create peer pressure situations that may tempt employees to work while not fully
recovered or not to report incidents.  The program should provide incentives for higher levels of safety consciousness for
each shift and worker while fostering teamwork among individual participants.

The program shall apply to all employees who are performing direct field labor on this Project, including superintendents,
foremen, and trades people.

The Employee Incentive Program will be developed and administered by the Design-Builder.  The Employee Incentive
Program must meet or exceed the requirements listed herein. The Design-Builder shall submit their program to the Project
Manager and Owner for approval prior to beginning work.

The Employee Incentive Program shall consist of two parts:

Part 1—Monetary incentives for crews or shifts.
Part 2—Non-monetary incentives and recognition for individuals.

Crew/Shift Incentives:

1. The Design-Builder shall develop a program to provide monetary incentives to crews or shifts that have an exemplary
safety record for a specified time period.  Crews/shifts shall at a minimum meet the following requirements to receive
an incentive:

• All required safety training completed and documented
• All payroll has been reported to XXXX by the 7th day of each following month in the specified time period
• No Lost Time Incidents
• No more than two safety citations during the period
• Did not cause a recordable incident or property or equipment damage

The Design-Builder’s program shall be designed to spread their incentive payout over the entire project.  The incentive
periods shall not be less than three months or more than six months.

2. The objective of this incentive is to recognize each crew/shift that effectively trains employees, reinforces safe
behaviors, controls accidents, injuries, and damage by promoting worker to worker encouragement to work safely.

Individual Rewards:

1. The Design-Builder shall develop a program to provide non-monetary incentive to individuals who have an exemplary
safety record for a specified time period.  The minimum requirements to be eligible for an individual incentive shall be
the following:

• Have completed all required safety training for the period
• No Lost Time Incidents
• No safety citations
• Did not cause a recordable incident or property or equipment damage

The incentive periods shall not be less than three months or more than six months.  The non-monetary incentive may
include free lunches, gift certificates from major department or home improvement stores, job logo hats and shirts, etc.
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2. The Design-Builder shall also develop a procedure for instant recognition of individuals who go beyond their normal
duties to prevent accidents or who recognize and report an unsafe condition, which had the potential of causing serious
injuries.  The Design-Builder shall consider movie tickets, gift certificates for CD’s, or fast food redemption, etc.

3. The Design-Builder’s Individual Incentive Program shall be designed to spread the incentive payouts over the entire
project time.

Disciplinary Program

1. Any individual who pressures another employee not to report an accident, injury, or illness or to seek medical treatment
will, at a minimum, forfeit all of their safety incentives for six months.  This action will be considered an offense as
described in the Safety Manual Disciplinary Program; therefore, more stringent disciplinary actions will be taken if
prior offenses have been committed.  If the severity of the situation warrants, the Design-Builder shall remove the
individual the job site.

2. Any individual who does not report an accident, injury, or illness or does not seek medical treatment, when needed, will,
at a minimum, forfeit all of their safety incentives for six months. This action will be considered an offense as described
in the Safety Manual Disciplinary Program; therefore, more stringent disciplinary actions will be taken if prior offenses
have been committed.

C .Owner's OCIP Statement

This Safety Incentive Program is based upon the Owner Controlled Insurance Program.  If the OCIP coverage is cancelled,
suspended, modified, or terminated by any party for any reason, all or part of the Design-Builder Safety Incentive Program
may be canceled, modified, suspended, or terminated by the Owner. In the event of cancellation, suspension, or termination
of the Design-Builder Incentive Program, no additional incentives will be calculated or paid. The Employee Safety
Incentive Program, as established by the Design-Builder, shall continue in effect for the duration of the project, with all
costs borne by the Design-Builder, even if the Design-Builder Incentive Program is cancelled, suspended, modified, or
terminated.
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APPENDIX H

OCIP Enrollment Forms

Central Artery (I-93)/Tunnel (I-90) Project, Boston, Massachusetts
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Southeast Corridor Project, Denver, Colorado
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I-15 Corridor Reconstruction, Salt Lake City, Utah
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Fort Washington Way, Cincinnati, Ohio
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Superstition Freeway (US60), Maricopa County, Arizona
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APPENDIX I

Payroll Reporting Forms

Southeast Corridor Project, Denver, Colorado
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New Mexico Corridor 44 Project, New Mexico



128

Anchorage International Airport Terminal Redevelopment Project, Anchorage, Alaska
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Commonwealth of Pennsylvania Department of Transportation

PROJECT SITE PAYROLL REPORTING FORM

Contractor: __________________________________ Location Code #: __________________

Address: ___________________________________ Phone: ______________ Fax: __________

Awarding Contractor: ________________________ Prime Contractor: ____________________

Please indicate Project Site payroll and forward within two weeks following end of prior month.  Please retain a copy for

your files.

MONTH ENDING __________________________________________

Project Site Payroll/Receipts Only

Attach additional pages if necessary

Classification

W.C. Code

G.L. Code

Payroll/Receipts

Man-hours Reg.

Man-hours OT

1. WC

1. GL

2. WC

2. GL

3. WC
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3. GL

4. WC

4. GL

5. WC

5. GL

TOTALS:

$

$

$

WC:

• Earnings for overtime should be included only at straight hourly rates.  Do Not Include the Extra Wages Paid for

Overtime Hours.

• Overtime means those hours in excess of 8 hours worked each day, 40 hours in any week or on Saturdays, Sundays,

or holidays, but only when there is an increase in the hourly rate to work such hours.

• Hours should be shown on overtime.

GL:
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• If reporting GL based on payroll, only show GL code.

• If reporting GL based on sales/receipts, show GL code and sales/receipts amount.

The above is a true and complete statement of the entire remuneration of services rendered by employees of the

company shown above.

Signature: ___________________________________________________________________

Title: _________________________________________________________ Date _________

Send this Form to: Xxx Xxx of Pennsylvania, Inc., Attention: Xxx Xxx.



THE NATIONAL ACADEMIES
Advisers to the Nation on Science, Engineering, and Medicine

The National Academy of Sciences is a private, nonprofit, self-perpetuating society of distinguished scholars
engaged in scientific and engineering research, dedicated to the furtherance of science and technology and
to their use for the general welfare. On the authority of the charter granted to it by the Congress in 1863, the
Academy has a mandate that requires it to advise the federal government on scientific and technical matters.
Dr. Bruce M. Alberts is president of the National Academy of Sciences.

The National Academy of Engineering was established in 1964, under the charter of the National
Academy of Sciences, as a parallel organization of outstanding engineers. It is autonomous in its
administration and in the selection of its members, sharing with the National Academy of Sciences the
responsibility for advising the federal government. The National Academy of Engineering also sponsors
engineering programs aimed at meeting national needs, encourages education and research, and recognizes the
superior achievements of engineers. Dr. William A. Wulf is president of the National Academy of
Engineering.

The Institute of Medicine was established in 1970 by the National Academy of Sciences to secure the
services of eminent members of appropriate professions in the examination of policy matters pertaining to
the health of the public. The Institute acts under the responsibility given to the National Academy of
Sciences by its congressional charter to be an adviser to the federal government and, on its own
initiative, to identify issues of medical care, research, and education. Dr. Harvey V. Fineberg is president
of the Institute of Medicine.

The National Research Council was organized by the National Academy of Sciences in 1916 to associate
the broad community of science and technology with the Academy’s purposes of furthering knowledge and
advising the federal government. Functioning in accordance with general policies determined by the Acad-
emy, the Council has become the principal operating agency of both the National Academy of Sciences and
the National Academy of Engineering in providing services to the government, the public, and the scientific
and engineering communities. The Council is administered jointly by both Academies and the Institute of
Medicine. Dr. Bruce M. Alberts and Dr. William A. Wulf are chair and vice chair, respectively, of the
National Research Council.

The Transportation Research Board is a division of the National Research Council, which serves the
National Academy of Sciences and the National Academy of Engineering. The Board’s mission is to promote
innovation and progress in transportation by stimulating and conducting research, facilitating the
dissemination of information, and encouraging the implementation of research results. The Board’s varied
activities annually engage more than 4,000 engineers, scientists, and other transportation researchers and
practitioners from the public and private sectors and academia, all of whom contribute their expertise in the
public interest. The program is supported by state transportation departments, federal agencies including
the component administrations of the U.S. Department of Transportation, and other organizations and
individuals interested in the development of transportation. www.TRB.org

www.national-academies.org
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