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Today’s Learning Objectives 

OCIP or CCIP = Wrap Up 

What a Wrap Up is and the differences with traditional approach 

What a contractor should look for when bidding 

Wrap Up paperwork – what to look for, who should do it  

 Financial impact of a Wrap Up  

What happens when the Wrap Up ends 

 



In the interest of full disclosure…. 

 I’m a proponent of Wrap Ups 

 I have sold, placed and administered 7 Wrap Ups totaling $1.5B in 
hard costs 

 If properly administered, they are very effective for both the sponsor 
and contractors 

 4 of my Wrap Ups involved trade contractor clients of mine  



What Can Go Wrong 

  



Why Wrap Ups 



Traditional Insurance Approach 

Owner 

CM/General 

Contractor 

Subcontractor Subcontractor Subcontractor Subcontractor Subcontractor 

Sub-Tier Sub-Tier Sub-Tier Sub-Tier Sub-Tier 



Risks with Traditional Approach 

 Exposes owner to CGL claims under its insurance due to 

 Partial or contributory negligence 

 Inadequate contractor insurance 

 Coverage exclusions 

 Improper additional insured endorsements 

 Contractor/Insurer insolvency 

 Discontinuation of coverage (e.g., JV) 

 Reservation of rights 

 Illinois - owner’s deductibles/self-insured retentions are exposed (see 
Kajima et al. v. St. Paul Fire and Marine, IL. Supreme Court, Docket No. 
103588, 11-29-07) 

 Potential lack of post-construction insurance protection 

 

 

 

 
 

 



What is a Wrap Up? 

 Project/site specific insurance program 

 Consolidated insurance program provided by a sponsor 

 Used in lieu of traditional insurance 

 Insures owner, GC/CM, all enrolled subcontractors 

 Purchased by sponsor 

 Owner – Owner Controlled Insurance Program (OCIP) 

 Contractor – Contractor Controlled Insurance Program (CCIP) 

 Rolling – Rolling OCIP or CCIP = ROCIP or RCCIP 

 Funded by removing insurance costs from contractors’ bids 

 

 

 

 
 

 



Types of Insurance in a Wrap Up 
 

 Core lines of coverage 

 Workers compensation 

 General liability 

 Excess liability 

 May include 

 Professional liability 

 Environmental liability 

 Railroad protective liability 

 

 

 

 

 

 

 

 

 
 

 



Coverage Secured by Contractors 
 

 Automobile liability 

 Aviation liability (as required) 

 Watercraft liability (as required) 

 Contractor equipment  

 Off-site workers compensation, general liability 

 Workers compensation for liability only Wrap Ups  

 Surety bonds 

 Deductible buyback (not required) 

 

 

 

 

 

 

 

 

 
 

 



Why a Sponsor Wants a Wrap Up 
 

 Isolates construction risk to a project-specific program  

 Known dedicated limits, coverages and insurers 

 Known completed operations coverage and term 

 All contractors comply with on-site insurance requirements 

 Reduces litigation – no finger pointing 

 Centralized safety and claims management 

 Project term pricing protection 

 Provides broader scope of coverage and higher limits 

 Eliminates concerns over improperly insured contractors 

 Potential of savings 

 

 

 

 

 

 
 

 



Disadvantages of Wrap Ups 
 

Administrative burden 

Contractor concerns and objections 

 Potentially complicated bidding process 

Collateral requirements (sponsor) 

 Potential of unrealized savings 

 Failure to meet expectations 

 Failure to change mindset 

 

 

 

 

 

 
 

 



Sponsor Responsibilities 
 

 Control issues 

 Program design 

 Program administration 

 Legal counsel selection 

 Claims settlements within retentions 

 Financial issues 

 Program profitability (savings vs. loss) 

 Maintenance of collateral 

 Financial integrity of insurers 

 Transparent or seamless programs don’t exist 

 

 

 

 

 
 

 



Suitable Projects For Wrap Ups 

 Size of projects 

 Single projects: $150,000,000+ hard costs 

 Rolling projects: $75,000,000+ per year for 3 years 

 Liability only Wrap Ups 

 Project size is less material; can be rolling in nature 

 Effective for sponsors with concerns over subcontractors’ insurance coverage 

Only those projects with sponsor attributes of 

 Management commitment  

 High quality safety program 

 Effective and open communication 

 Deliverables are distributed in a timely manner 

 Professional  administrative services 

 Customized claims management procedures 

 

 

 

 

 

 
 

 



Comparison of Approaches 

Wrap Up 

 Single policy 

 Same coverage limits 

 Contractors “enrolled in 
program 

 Coverage throughout statute 
of repose/limitation 

 Single primary GL target 

 Unified defense 

 Modified trade responsibility 

 No “fault” 

 Cross-suits eliminated 

 Traditional 

 Numerous policies 

 Varying limits of coverage 

 Contractors add owner/ 
general as additional insured 

 Contractors must continue to 
provide completed operations 

 Each policy targeted 

 Fragmented defense 

 Each contractor pays for 
defense 

 Who is at “fault”? 

 Cross-suits are common 



Common Obstacles to Success 

 Sponsor lacks 

 Experience 

 Strong safety/claims management programs 

 Commitment, preparedness and focus 

 A supportive culture 

 Vision past insurance credit amounts 

 Poor program design 

 Poor communication between participants 

 Conflicting agendas of participants 

 Faulty expectations of participants 

 

 

 

 

 

 
 

 



Contractor Concerns 

 Common administrative complaints 

 Perceived loss of profit 

 Unfair or abusive credit calculations 

 May impact cost of traditional programs 

 Resistance by insurance brokers/advisors 

 Failure of sponsor to provide timely information 

 Documentation/Deliverables 

 Mandatory adoption of stringent safety requirements 

 

 

 

 

 

 

 
 

 



Contractor Coverage Issues 

Discrepancies between contract, manual and policies 

 Failure to specify responsibility for retentions 

Named insured and additional insured errors 

 Failure to complete enrollment process 

 Inadequate limits of liability 

 Inadequate “project” or “site” descriptions 

 Self-insured retentions vs. deductibles 

 Failure to extend coverage for delayed projects 

 Failure to include primary/non-contributory endorsements 

 

 

 

 

 

 
 

 



Contractor Coverage Issues 

Missing extended products/completed operations endorsements 

 Subrogation actions by Wrap Up insurers against participants  

 Failure of excess insurance to “follow form” 

Damage to the project is excluded  

 Failure of sponsor to supply copies of policies or other documentation 

Wrap Up exclusions/limitations in own traditional policies 

 

 

 

 

 

 

 
 

 



Types of Bid Credits (Deducts) 

 Bid credits fund the Wrap Up  

 Bid credit methodologies 

 Net Bid – contractor bids without insurance (Bid Accepted) 

 Insurance Add Alternate – insurance costs identified and reviewed (Bid 
Adjusted) 

 Bid Credit Tracking – insurance costs adjusted for payroll (Bid Adjusted)  

 Comparison of methodologies 

 

 

 

 

 

 

 
 

 

  Net Bid Insurance Add Alternate Bid Credit Tracking 

Procedure Accepted “Net of” Insurance Insurance Costs Identified In Bid Costs Identified And Tracked Over Project Term 

Identification of 
Costs 

Competition Forces Remove Costs 
All Costs Are Identified/Negotiated In Bidding 

Process 
Deduct All Costs Contractors Would Pay In 

Absence Of A Wrap Up Program 

Comments on 
Savings 

Savings Estimated 
Savings Identified At Front End (No Payroll 

Adjustment) 
All Insurance Costs Identified And Deducted 

from Contract Value 

Credit Levels Lower Medium Higher 



Sample $$ Flow Diagram 

Traditional Insurance 

Project Hard Cost 

$100,000,000 

Wrap Up Insurance 

Project Hard Cost 

$98,201,330 

Labor Estimate 

$22,000,000 

Contractors’ Deducts 

$4,961,098 

Expected Losses 
Project 

Contractors $4,961,098 
Wrap Up $1,943,295 

Fixed Costs – Comparison 

Contractors $4,961,098 

Wrap Up $1,219,133 

WRAP UP 

PROCESS 

SAVINGS 

$1,798,670 

Sponsor 

$100,000,000 -  

$4,961,098 + $1,943,295 

+ $1,219,133 



Claims 

Fixed Expenses 
(Fixed Insurance, Excess, Administration) 

Cost  
Avoidance 

Contractor Premium 
/ Target Bid Credits 

Minimum Cost 

10 20 30 40 50 60 70 80 100 90 

Loss Ratio (%) 

Maximum Cost 

Not to scale 

0 

Program 
Loss 

Sponsor Financial Model 



Financial Impact on Contractor 

 Audit on traditional policies – proper documentation from sponsor 

 Traditional policies may contain a minimum premium (GL) 

 Too much Wrap Up work can increase net cost on traditional program 

 Experience modifications and contractor credits 

 Assumption of retentions greater than traditional program 

Deduct applied to change orders? 

 



Contractor’s Experience Modification 

 A Wrap Up has a direct impact on a contractor’s experience 
modification 

Wrap Ups routinely delay the promulgation of the modification 

 The contractor must be involved in the claim management process 

What happens when the contractor is not involved 

 Prospect renewal modification 1.12 

 Prospect renewal modification without Wrap Ups 

.78 



How to Protect Your Modification 

Handle claim as if it were on your traditional policy 

Make sure there’s a proper medical management program 

 Ask for a seat at the claim review table 

 Ask if there’s a claim consultation agreement with the carrier 

Demand loss runs – the policy is issued in your name 

 Return-to-Work program 

 Attorney selection  

 



What You Need to Review 

 Complete copy of manual 

 Contract which specifically speaks to Wrap Up 

 BEWARE the contract that has been “amended” to add Wrap Up language! 

 Improperly worded indemnification clauses or offsite AI requirements 

 Is project safety plan part of the general conditions of the 
construction agreement? 

Did sponsor include safety requirements in pre-bid documents? 

 Ask for a copy of the policy 

 Proper description of project 

 Review exclusions, conditions, warranties 

Who is responsible for retentions/deductibles? 

Waiver of subrogation between builders risk and Wrap Up 

Waiver amongst the participants? 

Will change orders be issued downward as well as upward? 

 Extended completed operations time frame and wording 

 Is warranty work covered? 

 



Enrollment Form 

 Contact information 

 Bid information 



Enrollment Form 

 Typical workers compensation information 

How an administrator handles loss sensitive programs 

 Include experience modification 

Make sure all credits/modifications are included 

What happens if credits are not included 

 Premium without contractors credit 

 Premium with contractors credit 

$37,343 $24,273 



Enrollment Form 

 Typical general liability information  

How an administrator handles loss sensitive plans 

 Excess/umbrella liability – “flat” 

 Builders risk/installation floater handled by owner not part of Wrap Up 

Other insurance premiums to be deducted/credited 

Why overhead & profit 



Enrollment Form 

 Signature block 

 All tiers must complete enrollment form 

 Required documentation to be included 



Enrollment Process Completed 

Once enrolled you should receive 

Certificate of insurance for general and excess liability 

Workers compensation policy binder 

Workers compensation policy after issuance 

Did sponsor conduct orientation meeting?  Who attended from your 
company? 

 Can request copies of general and excess policies 

Manual should have been provided with bid documents 

 All subsequent changes to manual 

Monthly payroll tracking  

 Change orders if payroll exceeds projected payroll, or 

 Change order for payroll difference after your work is completed 



The Wrap Up Ends 

Did the Wrap Up end when the project ended? 

 Contractor closeout  

Warranty protection 

 Extended completed operations 

 Claim assistance – sponsor and contractor 

 Confirm you have correct paperwork 

 Confirm you will receive loss runs for open claims 

 

 

 

 



Q&A 


