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Kathleen A. Creedon
Owner
Wrap Strategies

Ms. Creedon is a copresenter for Monday’s Preconference Workshop 1, *“Wrap-Up Documents: Read be-
fore You Sign.” She has worked in the insurance industry for 28 years and has been involved in con-
struction-related insurance since 1987. She started an independent consulting firm, Wrap Strategies, in
August 2001 to provide wrap-up expertise and training for its clients. Wrap Strategies is located in Mid-
dleboro, Massachusetts.

Prior to Wrap Strategies, she spent 4 years with Aon Risk Services and worked exclusively on wrap-up
programs. While at Aon she managed a $450 million wrap-up program from an on-site construction
trailer and gained valuable insight into the construction process and the multitude of personalities in-
volved with a large-scale project. After the on-site project, she set up and/or managed over 30 addi-
tional wrap-up projects of varying size, scope, and complexity. Ms. Creedon was involved in both rolling
programs and those set up for single sites. During her tenure at Aon, she also taught educational sem-
inars to various construction companies and industry groups, including CFMA and NAWIC.

Prior to Aon, Ms. Creedon managed a California branch office for a regional insurance broker based in
New York. For those 6 years she was the account executive for a large national residential and tunneling
contractor headquartered in California. During this period, she was very involved in assisting her clients
with the prevention and defense of construction defect claims. She designed a proactive training pro-
gram to teach construction company employees a practical understanding of risk management and con-
tractual risk transfer concepts and strategies for the review and collection of certificates of insurance.
With this training program she helped her clients elicit a buy-in to the risk management process from
all levels of the organization.
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WRAP-UPS:
FINANCIAL CONSIDERATIONS

Kathleen A. Creedon
Wrap Strategies

This section will provide information about the financial impact of enrolling in a wrap-up in-
surance program. The section will begin with an overview of wrap-up program design from
the insurance program sponsor’s perspective. There will be a discussion of the various meth-
ods utilized and mandated for insurance bid preparation, change orders and close-outs. This
section will also address portions of contract language and owner controlled insurance pro-
gram (OCIP) manuals related to contractor credit tracking.

1.

Definitions

Provides definitions of the various terms that will be used throughout the presentation.
The Basic Wrap-Up Formula For Savings

This section describes the basic formula utilized for all wrap-ups.

Feasibility Analysis Process-Establish and/or Test the Basic Formula

This section provides information on the feasibility analysis process used by the insur-
ance program’s sponsor.

Sponsor’s Costs

This section provides details about the insurance program sponsor’s costs for the pro-
gram.

What “"The Contractor’s Would Have Charged in Their Insurance Bids”

This section provides information on the method used by the insurance program spon-
sor to predict what the contractors would have charged in their bids.

Approaches Used to “"Prove” Savings

This section discusses the various methods that the sponsor can pick from to track in-
surance premium credits received from contractors.

Systematic Program Review & Use of a Checklist

This section discusses the use of a checklist for a systematic and consistent review of
wrap-ups from a financial, coverage and administrative perspective.
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I. ~ Wrap-Up Approach

II. Feasibility Analysis

III. Approaches to Prove Savings
IV. Credit Tracking & The Big 3
V. Appendix

Feasibility Analysis

* Purpose

* Estimate payroll

* Estimate cost of insurance

* Estimate cost of losses for project

e Estimate what contractors would have
charged in their bids

* Apply formula to determine estimated
savings
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Savings Focus

/o

/ SHOP FOR LESS STORE
¢ Lowest Prices
At Brand Name Department
¢ Store $49.99
X At Shop For Less $34.99

You Saved! $15.00

Please shop with us again

Savings Focus

O
SHOP FOR LESS STORE What Contractors
Lowest Prices would have charged
in their bids
At Brand Name Department /° What Sponsor
Store $49.99 actually pays for
Wrap-U
At Shop For Less  $34.99 (L 'raP-Up program
You Saved! $15.00 -~ __
Savings
Please shop with us again Focus
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Formula for Calculating Potential
Savings

What Contractors would have charged in their bids
MINUS

What Sponsor actually pays for program
EQUALS

Program Savings

Possibly 2% to 2% of CV

Wrap-Up Savings Formula

Sponsor’s Savings Proof Formula

Insurance
Contractor’s

Program (1) Contractor’s Insurance Cost

Cost(2
Cost (1) @ MINUS

Insurance

Administration (2+3) Sponsor’s Program Cost

Cost(3) EQUALS

SV () (4) Savings

Bars not to scale
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Feasibility Analysis

* Charged vs. Paid
* Bid Components
- Material
Contractor’s Lab
Insurance - Labor
Cost * Insurance imbedded in Labor Wage
Rate for trade persons?
* % of overhead for Management
- Equipment
- Overhead
- Profit
Electrical LABOR WAGE RATE WORKSHEET Col A
Journeyman COST ITEM Straight time
Example BASE RATE (Hourly wage per 40 hr week) $35.89
TAXES, etc. $ 1.4 Estimate of
FICA $ 2.75 insurance
costs
Federal Unemployment $ .28 imbedded
State Unemployment (State of _) $ 251 in wage
rate
INSURANCE
Workers Compensation $ 1.92/
General Liability Total wage
Umbrella/Excess Liability Insurance rate
— multiplied
Disability Insurance by the
Contributions (please list) Health & Welfare, etc. $17.30 number of
SUBTOTAL $62.09 B
equals
OVERHEAD & PROFIT @15% $ 9.31 estimated
TOTAL s 7140 | labor cost

Creedon
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Feasibility Analysis

Must try to predict premiumes:
Workers Compensation
Contractor’s . .y-
Insurance General Liability
Cost Umbrella
Profit & Overhead?

Estimate Contractor WC Premiums
Est WC
EstWC Manual
Work Description Est.CV % of CV | WC Code WC Classification % Labor | Payroll | WCRate Prem
Demolition 279,000 0.28% 6217 |Excavation & Drivers 22.00% 61,380 6.49 3,984
Excavation Work 5,568,000 557% 6217 |Excavation & Drivers 22.00%| 1,224,960 6.49 79,500
Concrete Side./Pavers 702,000 0.70% 5221 [Concrete-Floors, Drivers 22.00% 154,440 8.10 12,510
Landscaping Specialties 272,000 0.27% 0042[Landscaping 22.00% 59,840 5.76 3,447
Concrete Work 13,707,000 13.71% 5213 |Concrete Construction NOC 23.00% 3,152,610 8.66 273,016
Masonry Work 8,423,000 8.42% 5022 |Masonry NOC 22.00%| 1,853,060 13.04| 241,639
Structural Steel 11,850,000 11.85% 5040 |Structural Steel over 2 story 22.00%| 2,607,000 48.05| 1,252,627
Decking 4,300,000 430% 5538 [Metal Decking 22.00% 946,000 747 70,666
Metal Fabrication 1,296,000 1.30% 5102 |Misc. Metals 22.00% 285,120 12.35 35,212
Finish Carpentry 483,000 0.48% 5437 |Finish Carpentry 23.00% 111,090 6.07 6,743
Waterproofing 549,000 0.55% 5474 |Waterproofing 22.00% 120,780 7.54 9,107
Fireproofing 855,000 0.86% 5480 |Plastering NOC 22.00% 188,100 5.34 10,045
Roofing Specialties 1,423,000 142% 5551 [Roofing NOC 22.00% 313,060 38.25( 119,745
Glass & Glazing 621,000 0.62% 5462|Glazier - Away from Shop 20.00% 124,200 7.55 9,377
Door Framing 492,000 0.49% 5102 |Door Frame or Sash 22.00% 108,240 12.35 13,368
Drywall 5,201,000 5.20% 5445|Wallboard - Within Bldg. 22.00%| 1,144,220 8.18 93,597
Partition Finishes 1,764,000 1.76% 5445 |Furnishing 22.00% 388,080 8.18 31,745
Acoustical Ceiling 477,000 0.48% 5020|Acoustical 22.00% 104,940 3.70 3,883
Flooring & Base 1,332,000 1.33% 5146|Floors 22.00% 293,040 5.03 14,740
Specialties 1,392,000 1.39% 5437 |Carpentry NOC 23.00% 320,160 6.07 19434
Elevators 1,392,000 1.39% 5160 |Elevators NOC 20.00% 278,400 5.00 13,920
Painting 4,881,000 4.88% 5474 |Painting 22.00%| 1,073,820 7.54 80,966
Fire Protection/Sprinklers 2,109,000 2.11% 5188 [Sprinkler Installation 20.57% 433,880 512 22,215
Plumbing 2,370,000 2.37% 5183 [Plumbing NOC 22.00% 521,400 455 23,724
HVAC 8,546,000 8.55% 5538 HVAC 21.00%| 1,794,660 7A7| 134,061
Electrical 8,031,000 8.03% 5190 |Electrical NOC 22.00%| 1,766,820 3.69 65,196
Contingency 3,117,000 3.12% 5403 |Carpentry NOC 22.00% 685,740 16.09| 110,336
General Conditions 8,568,000 8.57% 5606 |Executive Supervision 22.00%| 1,884,960 246 46,370
Total 100,000,000 100% 22.00%| 22,000,000 12.73| 2,801,170
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Feasibility Analysis

Workers” Compensation Manual $2,801,170
Premium

Average Experience Modification Factor |X .90 $2,521,053
Average Premium Reduction Factor X .95 $2,395,000
General Liability Premium-$22,000,000 X .025 $ 550,000
Estimated Payroll

Umbrella Premium 10% of General $ 55,000

Liability

Total Credit Expected from Contractors $3,000,000

Sample Calculation

* Program Premium

Wrap-Up - Workers” Compensation
Insurance - General Liability
- Umbrella/Excess
Program
e [.osses
Cost

Estimate Wrap-Up Program Costs

* Other Policy/Program Costs

Creedon
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Estimate Wrap-Up Program Costs

Administration

Cost

Broker/Program Administration

Enhanced Safety (For example)

*Fall Protection
*Medical Trailer

*Drug Testing
*Orientation Equipment

*Safety Incentives

Feasibility Analysis

Provides Estimate #s

Item

Estimate

Contract Value for Project $100,000,000

Payroll for Project $ 22,000,000

Subcontractor Bid Credits

&+

3,000,000

Wrap-Up Ins. Program Costs

Losses under Deductible

600,000

Savings in $

$ 1,250,000
Wrap-Up Administration $ 150,000 } $2,000,000

$

$

1,000,000

Savings % of CV

1%
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I.  Wrap-Up Approach
II. Feasibility Analysis

ITI. Approaches to Prove Savings

IV. Credit Tracking & The Big 3
V. Appendix

Obtain Actual #s

“Prove” Savings

No Detailed
Credit ———ss— Cred‘it
Tracking Tracking

Creedon
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Credit Tracking
Provides Actual #s
Item Estimate Actual
Contract Value for Project $100,000,000 |%$109,752,329
Payroll for Project $ 22,000,000 |$ 18,767,000
Subcontractor Bid Credits $ 3,000,000 [$ 3,100,062
Wrap-Up Ins. Program Costs  |$ 1,250,000 |$ 1,050,591
Wrap-Up Administration $ 150,000 |$ 150,000
Losses $ 600,000 ($ 402,989
Savings in $ $ 1,000,000 |$ 1,496,482
Savings % of CV 1% 1.5%
Credit Tracking
Provides Actual #s
Item Estimate Actual
Contract Value for Project $100,000,000 |$109,752,329
Payroll for Project $ 22,000,000 |$ 18,767,000
Subcontractor Bid Credits $ 3,000,000 |$ 2,400,720
Wrap-Up Ins. Program Costs |$ 1,400,000 |$ 1,350,720
Wrap-Up Administration $ 150,000 |$ 150,000
Losses $ 600,000 |$ 904,000
Savings in $ $ 1,000,000 |$ 4,000
Savings % of CV 1% | No Savings

19 Creedon




I. ~ Wrap-Up Approach
II. Feasibility Analysis
III. Approaches to Prove Savings

IV. Credit Tracking & The Big 3
V. Appendix

Credit Tracking
CAUTION
Be sure you
know about the
Big 3!
1. Base Bid
2. Close Out

3. Change Orders

Big 3 Info Sources

* Instructions to Bidders/Invitation to
Bid

* Proposal Form

* Instructions in Program Manual

¢ Instructions in Contract Documents,
Addendums or Attachments

* Frequently Asked Questions Handout

Creedon
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Invitation to Bid

Date:

Bid Package Number:
Project:

Gentlemen:

You are hereby invited to submit a proposal to provide

all supervision, materials, equipment and labor required

to complete all work as described for Bid Package No.
in accordance with Contract Documents as

prepared for and by:

Owner:

Project Architect:

Construction Manager:

Name

Invitation to Bid

Insurance Requirements:
The insurance requirements for the project are provided in detail in the
document entitled ...

The Contractor may provide certain on-site insurance for this project under
a Contractor Controlled Insurance Program (CCIP). Refer to the Project
Insurance Manual for details. Each bidder’s base bid shall include the
cost of the bidder providing insurance coverage in accordance with the
Contract Documents applicable to Excluded Parties.

Alternate #1 shall provide a credit to be enrolled in the CCIP but still
provide insurance for automobile coverage and all off-site operations.

Enrollment in the CCIP may also apply to your Subcontractors of Any
Tier. Your Subcontractors of Any Tier must also complete and submit
required documentation.
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Proposal Form-Deduct Alternate

Bid Proposal Form

All work required by the foregoing
documents will be accomplished
for the Lump Sum Bid Price of

Dollars ($ ).

ALTERNATE PRICE:

1. In accordance with Contract
Documents, state the amount to be
deducted from the base bid to
participate in the CCIP.

Deduct 7
$

Proposal Form-Add Alternate

Bid Proposal Form

All work required by the foregoing
documents will be accomplished
for the Lump Sum Bid Price of

Dollars ($ ).
Lump Sum EXCLUDES Insurance

ALTERNATE PRICE:

1. In accordance with Contract
Documents, state the amount to be
added to the base bid if the CCIP is
not implemented.

Add /7/
$

Creedon
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Program Manual

Project Insurance Manual
Deduct Alternate Example

Subcontractors of Any Tier
will prepare their bids for the
Work to include their
insurance costs in absence of
a CCIP. Subcontractors
(Eligible Parties) will then be
required to provide a deduct
alternate, including the
required documentation, with
their bid which represents
their estimated cost for the
CCIP provided insurance.

Project Insurance Manual
Add Alternate Example

Each Subcontractor is required
to exclude from its bid its
normal cost for the insurance
coverages that are provided
under the CCIP program.
However, the Subcontractor is
also required to identify with
its bid an “add alternate” to the
Subcontractor’s and its sub-
subcontractors insurance costs
as if CCIP insurance coverage

was not provided... V

23
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Exceptional Electrical

INSURANCE COST CALCULATION WORKSHEET

Really Great Project

Exceptional Electrical 9/7/2004 Contract Val. | $ 8,000,000
Est. Labor $ 3,557,880
DESCRIPTION OF WORK Est. Payroll | $ 1,800,000 Unburdened
Electrical Stuff
RATING
Workers' Compensation General Liability
6L Class 6L Rate 6L
WC Classification Code Rate Payroll Premium Empl Hours Code* (By Payroll)  Premium
Electrical 5190 $ 369 $ 1765788 $ 65,158 49200 $ 14882 $ 26,788
Clerical 8810 $ 079 $ 34212 $ 270 1800
Total Manual Premium $ 1,800,000 $ 65,428 51000
Empl Liab. Incr. Limits % (+) 101% $ 661
Total Unmodified Premium $ 66,088
Exp. Mod. Factor (i.e..88) $ 0.940 $ 3,965
$ 62,123 Umbrella/Excess Liability
Schedule Credit % (-) 5% $ 3,106 Excess/
Deviation % (-) 0% $ - Umbr. Rate Premium
Total Estimated Standard Prem. $ 59,017 -
Premium Discount % (-) 2.3% $ 1,381
"$ 57.636
Assessment (+) 1% $ 576
Total Estimated Premium $ 58,212
INSURANCE COST RECAP
Total Workers' Compensation $ 58,212
Total General Liability & Excess Umbrella Liability $ 26,788
Total Ins. Credit $ 85,000
Overhead and Markup s - Payroll Rate $ 0.047
Total Ins. Estimated Credit $ 85,000
24
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Contract Award Method Example

Exceptional Electrical

Total Bid Price Including Insurance

$ 8,085,000

Deduct Alternate for Removing
Insurance

$ 85,000

Owner Accepts Alternate and Deducts
From Bid Price

$ 8,085,000
(-$85,000)

Awards Contract

$ 8,000,000

Deduct Alternate Based on Estimated
Payroll

$ 1,800,000

Credit Tracking Documentation

Required Documentation:

- Insurance Cost Calculation Worksheet

- Copy of WC policy page with rates

- Copy of WC policy page with premium

calculation

- Copy of Experience Modification calculation

- Copy of GL policy page with rates

- Copy of Umbrella policy page with rates or

indicating flat basis

25
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Credit Tracking Documentation

Other types:

Loss information for large
deductible programs

Schedule of values

Labor wage rate information

Profit and overhead information

Confidentiality Issues

SUBCONTRACTORS WILL SEND THIS TEMPLATE LETTER TO THE WRAP UP BROKER,
ADMINISTRATOR OR ANY OTHER APPLICABLE PARTIES. SUBCONTRACTORS SHOULD UPI
THE TEMPLATE TO INCLUDE THEIR NAME AND ADDRESS WHERE INDICATED. . .
SUBCONTRACTORS SHOULD THEN FORWARD TEMPLATE TO BROKER, ASK THE BROKER || @ Letter written & Slgned by

TO RETYPE THIS LANGUAGE ON THEIR LETTERHEAD AND RETURN A SIGNED COPY TO
SUBCONTRACTOR. THE SUBCONTRACTOR WILL ADVISE THE BROKER, ET AL THAT THEY| k 111
RELEASE THEIR POLICY AND RATE INFORMATION WHEN THEY RECEIVE THE SIGNED LET| bro er/ admlnlStrator

* Adyvises the premium & rating info

(Insert Date Here)

Conc e will be treated as confidential

e * Requires broker to specifically

R o Up Gonfdentilty Statement provide a reference to the contract
Dear (Contact Name, requirement

Please be advised that the information provided by (Insert Subcontractor Name) will be treated as
privileged and confidential. The information to be provided by you is necessary to confirm your
insurance cost calculation per the requirement (Insert Document name and reference number for the
specific requirement) of your contract with (Insert Name of Contractor/Subcontractor/Fabricator).

This information will not be shared with any other person or organization and will not be used for our
benefit or the benefit of third parties. No reproduction, duplication or distribution of this information
will occur without the express written permission of an officer of (Insert Subcontractor Name).
Divulgence of this information to any person other than the intended recipient, Insert Name of Broker
and individual, will be considered a breach of a fiduciary relationship. It is expressly understood that
this information will not be shared with any sales department of our organization or an affiliated
organization.

Should you need any further information to release your rate information, please call me as soon as
possible to discuss.

Sincerely,

(Insert Name and Title of Wrap Up Program Manager /Administrator) The person signing the letter
should have authority to make the above statement.
(Insert Name of Brokerage Firm)

THIS TEMPLATE LETTER IS AN EXAMPLE ONLY. THIS EXAMPLE IS NOT TO BE
CONSIDERED THE RENDERING OF LEGAL, ACCOUNTING OR PROFESSIONAL SERVICES.
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Credit Tracking
Close Out or Adjustment Formulas

* Compute estimated insurance cost using
estimated payroll

* Report monthly payroll

* Estimated insurance cost is recalculated
using reported payroll

* Adjustment made by Change Order
either deductive (or additive?)

Contract Language

Close Out Sample Language

Subcontractor acknowledges that the OCIP
credit set forth on page 1 of this Subcontract
represents its good faith estimate of its
manpower cost for the project. This OCIP
credit will be reviewed and may be readjusted
at the end of the project once the actual
manpower cost is known. If the readjustment
results in additional credit to (Owner),
Subcontractor agrees that this credit will be
taken out of the retainage.

27
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Q&A Documents, etc.

What if I'm off on my payroll and insurance estimates?

(Administration Broker) reviews the enrollment forms and
checks payroll amounts against contract values to verify that
the payroll appears to be the correct percentage of the
contract. However, if the payroll estimate is significantly low
and we notice that the subcontractor is exceeding its payroll
estimate as monthly payrolls are submitted, we will let the
Owner, GC and Subcontractor know so that their payroll
estimate and credit can be revised. Otherwise we will
provide the Owner and GC with the information at close out
to make an adjustment on the Subcontractor’s insurance

Owner.

credit. The decision to make that adjustment lies with the

No Mention of a Close Out Calculation Elsewhere in Contract Documents including Manual! 7

Credit Tracking

“Adjustment” Formula

Exceptional Electrical

($94,400-$85,000)

Deduct Alternate for Removing Insurance $ 85,000
Deduct Alternate Based on Estimated Payroll $ 1,800,000
($85,000/$1,800,000=$.0472) “ Adjustment Rate” $ 0.0472
Actual Payroll Reported $ 2,000,000
Deduct Alternate Recalculated (.0472 X $2,000,000) $ 94,400
“Adjustment” Due From Exceptional Electrical $ 9400
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Credit Tracking
“Adjustment” Formula-Go Both Ways?

Exceptional Electrical

Deduct Alternate for Removing Insurance $ 85,000
Deduct Alternate Based on Estimated Payroll $ 1,800,000
Actual Payroll Reported $ 1,500,000
Deduct Alternate Recalculated $ 70,800
(.0472 X $1,500,000)

“ Adjustment” RETURN Due to Exceptional $ 14,200
Electrical  ($70,800-$85,000)

Credit Tracking

Change Orders

A change either additive or deductive to the
scope of work in the original contract.

Example:
Exceptional Electrical

Original Contract $8,000,000
Asked to provide quotation to reconfigure area.

Contractors must be advised how to quote
their change orders in a Wrap-Up
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their original bid

Credit Tracking

Change Orders

* Contractors must be advised how to quote their
change orders in a Wrap-Up

* Change orders can either be quoted to include
insurance or exclude insurance

* Many proposal forms include instructions that
require contractors to submit their labor &
material rates to be used for change orders with

* The bid proposal forms may contain a labor wage
rate worksheet that must be completed

Labor Wage Rate

Creedon

LABOR WAGE RATE WORKSHEET Col A Col A
COST ITEM Traditional Wrap-Up
BASE RATE (Hourly wage per 40 hr week)
TAXES N/A is pre-
filled so
FICA contractors
Federal Unemployment cannot
State Unemployment (State of _) charge for
insurance.
INSURANCE
Workers Compensation N/A
General Liability N/A
Umbrella/Excess Liability Insurance N/A
Disability Insurance
BENEFITS (please list)
SUBTOTAL Total wage
rate will not
OVERHEAD & PROFIT @15% include
TOTAL insurance
30




Change Orders

Sample Language (Include Insurance in CO Quotations)

Change Orders. Each Change Estimate and
proposed Change Order shall identify an
estimated OCIP Adjustment for the
Work...including estimated man hours,
estimated workers” compensation payroll and
estimated OCIP Adjustment included within
the total Change Estimate or Change Order
Amount.

Change Orders

Sample Language (Exclude Insurance from CO Quotations)

Change Orders. Each Change Order shall
exclude insurance but shall identify estimated
man hours and estimated workers’
compensation payroll for the Change Order.

Change Orders & Close Outs

Exceptional Electrical

Original Contract $ 8,000,000
Asked To Reconfigure Area
Gives Change Order Quotation $ 500,000

Owner Accepts Quotation
Issues Change Order

Estimated Labor for Change Order |$ 100,000
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Change Orders

Exceptional Electrical-Reconfiqure Quotation

Change Order Quotation for Reconfiguration $ 500,000
Estimated Payroll for Change $ 100,000
Calculation for “Amount” Deducted from Change | $ 4,700
Order Quotation

(.0472 X $100,000)

Credit Tracking

RECAP

“Adjustment” Formula-Add Change Orders

Deduct Alternate for Removing Insurance

$ 85,000

Deduct Alternate Based on Estimated Payroll

$ 1,800,000

$85,000/$1,800,000 = $.0472 “ Adjustment Rate”

($94,400-$85,000)

Actual Payroll Reported $ 2,000,000
Deduct Alternate Recalculated $ 94,400
(.0472 X $2,000,000)

“Adjustment” Due From Exceptional Electrical |$ 9,400

Creedon 32




Change Orders & Close Outs

Adjustment Due-No Recognition of Change Order Activity |$ 9,400
Deduct Alternate for Removing Insurance $ 85,000
Deduct Alternate Based on Estimated Payroll $ 1,800,000
Actual Payroll Reported $ 2,000,000
Change Order Payroll $ 100,000
Formula Should Recognize “Credit” for Change Order if

Quotes Excluded Insurance

Reported Payroll - Est. Payroll - CO Payroll $ 4,700
$2,000,000 - $1,800,000 - $100,000 = $100,000 X .047=

Final Credit Due - Estimated Credit ~CO Credit $ 4,700
$94,400 - $85,000 -$4,700 =

Credit Tracking

Time & Material Work

* This occurs when no contract is issued. The
contractor will work when needed.

* The contractor usually provides unit prices-for
example, a labor rate, a materials rate or a rate
per unit of work-i.e. per square foot

* If eligible for the Wrap-Up, contractors who
work on a time and material basis will need
instructions in order to prepare their price
quotations.
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Cool Concrete

INSURANCE COST CALCULATION WORKSHEET

Really 6reat Project

Cool Concrete

9/7/2004

DESCRIPTION OF WORK

Coring-Sub to Exceptional Electrical

Contract Val.
Est. Labor

Est. Payroll

$ -
$ -

$ 5,830 Unburdened

RATING
Workers' Compensation General Liability
GL Class 6L Rate 6L

WC Classification Code Rate Payroll  Premium Empl Hours Code (By Payroll) Premium
Concrete 5213 $ 866 $ 5830 $ 505 265 $ 24900 $ 145

$ - % - $ - 0

$ - % - § - 0
Total Manual Premium $ 5,830 $ 505 265
Empl Liab. Incr. Limits % (+) 101% $ 5
Total Unmodified Premium $ 510
Exp. Mod. Factor (i.e. .88) $ 0.980 $ 10

$ 500 Umbrella/Excess Liability
Schedule Credit % (-) -10% $ (50) Excess/
Deviation % (-) 0% $ - Umbr. Rate Premium
Total Estimated Standard Prem. $ 550 $ -
Premium Discount % (-) 0.0% $ -
$ 550
Assessment (+) 1% $ 5
Total Estimated Premium $ 555
INSURANCE COST RECAP
Total Workers' Compensation $ 555
Total General Liability & Excess Umbrella Liability $ 145
Total Ins. Credit $ 700
Overhead and Markup 0% $ - Payroll Rate $ 0.120
Total Estimated Credit $ 700
34
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Credit Tracking
With Sub Tiers

Exceptional Electrical-Deduct Alternate for $ 85,000
Removing Insurance-Payroll Rate $0.047

Cool Concrete-Deduct Alternate for Removing $ 700
Insurance-Payroll Rate $0.120

Total Deduct Alternate for Exceptional Electrical |$ 85,700

Exceptional Electrical may be responsible for all of Cool
Concrete bid deducts, any change order deducts and close
out calculations.

Close-Out Strategies

* Ask for a copy of the entire calculation

* Ask for a copy of the portions of the Wrap-Up
contractual language that support the
“adjustment,” especially any formula samples

¢ Check all math

* Check to be sure that the calculation takes into
consideration Change Orders that were quoted
on a net basis

* Negotiate
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Credit Tracking Trends

Designated Web Sites for
Information Collection

EBay Approach to Bidding

Subcontractor Charged for
Enrollment in Wrap-Up

Alternate Methods?

Creedon
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I. ~ Wrap-Up Approach

II. Feasibility Analysis

III. Approaches to Prove Savings
IV. Credit Tracking & The Big 3

V. Appendix

Sample Language

Sample from Manual: Self-Insured
Retention: $50,000 per occurrence,
including loss adjustment expense.
Liability for this deductible will be
shared between the responsible
contractor(s) and *** ... Subcontractor
responsibility shall be limited to
$25,000

Sample Language

Sample from CCIP Manual:

Monthly Payments

Each Subcontractors Total Contract Price shall exclude the
Subcontractors Insurance Cost (as outlined above) but include the
CCIP Insurance Amount, which is identified by (CM) for CCIP
insurance purchased on the Subcontractor’s behalf (Contract
Reference)

Subcontractor shall include this CCIP Insurance Amount in its
Application(s) for Payment when and as directed by (CM). (CM) will,
when due, on behalf of the Subcontractor, make such payment by
delivering the CCIP Insurance Amount (or the portion of the CCIP
Insurance Amount that was included in the Application for Payment)
to the relevant Workers” Compensation and General Liability
insurance companies. (CM) will deliver the balance of the Application
for Payment due for Work completed to the Subcontractor.
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Sample Language

Sample from Manual: At ***'s discretion,
the Subcontractor may be required to pay
up to the first $5,000 per occurrence to the
extent losses are attributable to the
Subcontractor’s Work or the act or
omissions of it’s sub-subcontractors...All
monies collected via this obligation will be
reinvested into site safety/performance
awards

Change Orders

Sample Language (Exclude Insurance from CO Quotations)

UNIT PRICES Unit Prices shall be used, where applicable, to
make adjustments to the cost of the Work due to changes. For
Eligible Parties, as defined in (insert document name here), unit
prices shall be quoted based on enrollment in the OCIP. The
cost of all insurance provided under the OCIP shall not be
included in the unit prices.

Provide labor rates to be used in pricing any extra work that
may be required. Rates are to be complete billing rates and are
to include wages, taxes, fringes, small tools and incidentals but
EXCLUDE XXX overhead and profit combined and the cost of
insurance provided under the OCIP For Eligible Parties, (Insert
Document Name Here).

Creedon
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Disclaimer, etc.

Each Wrap-Up project is unique with differing jurisdictions and program participants. The
information provided by this presentation is to be used as a reference only. This presentation
contains samples of contract language used in Wrap-Ups. Some of the language samples provided
are samples of inadequate or confusing language to illustrate the need for clear and concise
language. All contract language utilized in connection with a Wrap-Up insurance program
should be carefully reviewed by and approved by a qualified attorney before use. In consideration
of the above, it shall be understood by the recipient that the author(s) and/or publisher(s) of this
information are not providing any legal or accounting advice and are not responsible or liable for
any damages due to any reliance of the information contained in this presentation. Additionally,
this presentation is a tool to be used to stimulate discussion with your broker or customers. This
presentation does not identify or intend to identify all possible coverage gaps and problems that
may be encountered as a result of participation in a wrap-up program.

The use and reproduction of this material is permitted for educational and organizational
development purposes provided the author of the information is so acknowledged. This material
however may not be sold, reproduced for publication in any other form or used in the provision of
business services to a third party without the express written consent of the author.
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Notes

This file is set up for duplexed printing. Therefore, there are pages that are intentionally left
blank. If you print this file, we suggest that you set your printer to duplex.
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Wrap-Up Pre-Bid Checklist

Project Name: Wrap-Up Sponsor:

Owner: Wrap-Up Administrator:

GC/CM: Project Start Date:

1) Do you have copies of any or all of the documents below that may be needed to for you

2)

to thoroughly review the Wrap-Up program?
May be available before bidding

INVITATION TO BID—Instructions to bidders, information from pre-bid meetings, FAQ
Documents, etc.

PROPOSAL FORM—Proposal form to be used for bidding. (May be found with
specifications.)

OWNER CONTRACT—Owner to GC or CM contract (often incorporated by reference)
SUBCONTRACT AGREEMENT—GC or CM subcontract agreement

a
O
a
a
O SUB-SUBCONTRACT AGREEMENT OR PURCHASE ORDER—YOUR subcontract agreement or
purchase order

O

O

O

O

CONTRACT ADDENDUMS
PROJECT INSURANCE MANUAL—Wrap-Up Manual/Handbook
SAFETY AND/OR CLAIM MANUAL
PROJECT INSURANCE POLICIES
May be available after bidding

a Other—Notice of Award Letter, Letters from Wrap-Up Administrator, etc.

Participation/Eligibility Questions. Any “Uncertain” responses should be addressed to
the Wrap-Up broker/administrator or your own agent/broker.

Yes No Uncertain

O O O Are you contractually required to participate in the Wrap-Up?

O O O Are there eligibility requirements that apply to you or your subs?
(contract value?, payroll amounts?, etc.)

O O O Are certain trades specifically excluded from the Wrap-Up? If yes,
does this affect you or your subcontractors?

O O O If you will be using subcontractors, have you been notified them about

the Wrap-Up?
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3)

4)

5)

6)

How are you supposed to prepare your bid? Only one will apply. If uncertain, contact
the Wrap-Up broker/administrator

O The base bid should not include insurance. No insurance cost identification required.

O The base bid does not include insurance. The insurance cost that you removed from the
bid is identified with your bid in either the proposal form or elsewhere.

O The base bid does not include insurance. An add alternate is required on the proposal form
or with the bid to represent the cost to add insurance back into the bid if the Wrap-Up
does not apply.

O The base bid should include your cost of insurance and you must provide a deduct
alternate for the insurance cost to be deducted from your bid if you are enrolled in the
Wrap-Up.

a Other method. Describe:

What kind of additional documentation is required with your bid documents (or later)
to support your ins. Cost/Credit estimate? If uncertain, contact the Wrap-Up Broker/
Administrator.

None

Insurance cost calculation worksheet (WORKSHEET)

Workers’ compensation rates from policy page & premium calculation policy page
General liability rates and premium calculation from policy page

Umbrella rate documentation/flat or adjustable

Labor wage rate

Schedule of values

Other

OO0O0O0O00a0a0n

How are your Change Orders for the contract to be quoted? Only one will apply.

O To include insurance
O To exclude insurance
O To exclude insurance and identify estimated associated payroll or submit form

Note: If change orders are to be quoted net and the Wrap-Up is adjustable, there must
be a tracking mechanism in place so you are not overcharged at close out if the Wrap-
Up is “adjustable.”

Is the Insurance Cost/Credit submitted with your bid subject to further adjustment
(aka: Close out calculation)? If so, how:

O Recalculated using reported payroll for each applicable class code(s) with rate(s)
submitted with original bid

O Composite Payroll Rate per $1 OR $100 of payroll (Insurance Cost/Credit divided by
Payroll) $30,000/$200,000 = .15 Composite Rate OR (Insurance Cost/Credit divided by
Payroll times 100)) $30,000/$200,000 X 100 = $15.00 Composite Rate

O Composite Work Hour Rate (Insurance Cost/Credit divided by work hours) $30,000/12,000
= $2.50 per hour
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7)

8)

9)

O Composite Contract Value Rate (Insurance Cost/Credit divided by Contract Value = Rate)
O Rate assigned by Wrap-Up
O Other method

How are your Subcontractor’s "Adjustments” (Close out calculations) calculated?

O Their premium is recalculated using each of their applicable class codes and rates.

O They have a separate composite rate

O Their adjustment is based on my composite rate

O There is a flat percentage applied to either their payroll or contract value (i.e. 3.5% of
Contract Val.)

O Other

Additional Questions/Considerations about your bid preparation. Any “Uncertain”
responses should be addressed with the Wrap-Up Broker/Administrator or your own
agent/broker.

Yes No Uncertain

O O O Should your subcontractor insurance costs be included in your bid?

O O O Are you responsible for the "Adjustments” due from your
subcontractors?

O O O Will you and any of your subcontractors, if applicable, be subject to a
general liability deductible? If yes, what is the amount?
$

O | O Are there any safety requirements over and above your regular

program? If yes, will these add to the cost of your bid? (Over and
above OSHA, fines, mandatory attendance at meetings, etc.)

| O O Are there any claim requirements over and above your regular
program (i.e. Return to Work programs)? If yes, will these add to the
cost of your bid?

O O O Will you be able to get a credit from your regular insurance
company(ies) for your participation in the Wrap-Up?

a a a Do you know how much payroll you will have onsite and off-site?
(Reminder- only onsite payroll should apply to your Wrap-Up
insurance Cost/Credit.)

Questions/Considerations about Wrap-Up insurance coverage. Any “Uncertain”
responses should be addressed to the Wrap-Up broker/administrator or your own
agent/broker.

Yes No Uncertain

O O O Do you have a copy of the general liability and excess liability
policy(ies)?
O O O If you don't have a copy of the policies, do the manual or other

contract documents clearly spell out what coverage is provided by
the Wrap-Up?
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Yes

Ooo0ooOo 0O

oo o o4

O

No

OO 0O

O

Uncertain
O

Ooo0o 0O

O

Notes about coverage:

Does the general liability/excess liability limit of coverage at least
equal the total construction volume of the project?

Are the limits of the Wrap-Up project specific?
Do the general liability limits reinstate annually?

Is the policy written by an insurance company with a Best rating of A-
or higher and licensed to do business in the state where the work is
performed?

Can you determine what will be the start date and end date of your
coverage under the Wrap-Up?

Do the general liability limits extend for at least three years beyond
the termination of the project?

Will all of the policies be in place for the entire duration of the work?

Is there a premium determination endorsement that clarifies that the
sponsor is responsible for all premium payments and losses?

What is the completed operations extension period?

Do you have excess Wrap-Up coverage under your own insurance
policies that will cover claims that extend beyond the completed
operations extension period?

Does the Wrap-Up program provide coverage for losses “emanating”
from the project site?

Do the Wrap-Up documents clearly spell out what insurance
coverages are not provided by the Wrap-Up?

Are there any coverage exclusions in any of the policies/coverage
provided by the Wrap-Up program that are covered under your own
insurance policies? If yes, you should consider this when you
prepare your bid.

10) Questions/Considerations about rules, responsibilities and procedures mandated by
the Wrap-Up documents (Manual, Contract Documents, etc.)

Any “No” or “Uncertain” responses should be addressed with the Wrap-Up broker/ad-
ministrator or your own agent/broker.

Yes

O

No
O

Uncertain

O

O

Do the Wrap-Up documents clearly spell out what services will be
provided by the Wrap-Up Administrator?

Do the documents clearly spell out the responsibilities of the
Subcontractor/Wrap-Up Participant?

Do the documents clearly spell out the claim reporting and handling
responsibilities and procedures?

Do the documents clearly spell out Safety responsibilities and
procedures for the project?
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Yes

O
O

No

O
O

Uncertain
O

O

O
O

Do the documents provide insurance company and Wrap-Up
administrator contact information?

Do the documents clearly spell out certificate of insurance
requirements? (This is to provide evidence of the insurance I must
provide that is not covered by the Wrap-Up. For instance automobile
coverage and workers’ compensation and general liability coverage
for my operations off-site.)

Is a sample certificate of insurance provided?
Are you required to submit monthly payroll reports?

Will you be provided loss runs on a regular basis?

Any “Uncertain” responses should be addressed with the Wrap-Up broker/administra-
tor or your own agent/broker.

Yes

O
O

No

O

Uncertain

O
O

Is the Wrap-Up manual considered a contract document?

Will you be subject to a physical audit by the Wrap-Up insurance
company(ies)?

Do the documents allow for your payments to be withheld if you do
not comply with the Wrap-Up requirements?

Are you required to incorporate or reference any or all of the Wrap-Up
language/documents into your subcontract agreements?

Are you required to provide a copy of the Wrap-Up manual to your
subcontractors?

Will you be allowed to report your own claims to the Wrap-Up
insurance company(ies)?

Does the wrap allow for onsite enroliment or payroll reporting?

Do you have to complete separate forms for each contract?

Notes about the rules, responsibilities and requirements:

Wrap-Up reviewed by:

Date:
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