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ISSUE

Consideration of an Owner Controlled Insurance Program (OCIP) for the South Sacramento
Corridor Phase 2 (SSCP2) Project.

RECOMMENDED ACTION

Adopt Resolution 13-01-____, Approving Adoption and Implementation of an Owner Controlled
Insurance Program (OCIP) for the South Sacramento Corridor Phase 2 Project.

FISCAL IMPACT

Budgeted: Yes This FY: $ 1,946,503
2,216,503*

Budget Source: Capital Budget Next FY: $ 1,143,448**
Funding Source: New Starts/State Prop. 1B PTMISEA/STA/

Measure A/Developer Fees/Revenue Bonds
Annualized: $ 1,067,253

1,157,244***
Cost Cntr/GL Acct(s) or

Capital Project #:
N/A

Phase 1- WBS 410.08.07.01
Total Amount: $ 3,201,758

3,471,731
Total Budget: $ 3,201,731 3,471,731

* FY 13: Bickmore - $20,000; Primary GL/WC - $964,781; Excess Liability - $295,000 565,000;
Brokerage/Administration - $43,390; Loss Fund - $623,332.

** FY 14: Bickmore - $30,000; Brokerage/Administration - $86,780; Loss Fund - $1,026,668

***FY 15: Bickmore - $25,000; Brokerage/Administration - $86,780

DISCUSSION

An OCIP is an insurance program purchased by the owner of the project (“Project Owner”) that
consolidates the workers’ compensation and general liability insurance coverages for most
participants in a construction project with a high estimated cost.  The Project Owner buys the
insurance coverage for qualified parties and offsets the cost of insurance through removal of
contractor and subcontractor insurance costs that are typically included in the bid price of a
construction project with traditional contractor-provided insurance. This consolidated insurance
program increases the volume of insurance premium for a single insurer or insurance group and
should generate discounts on premium costs.  If losses are kept low through the administration of
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an aggressive safety program, which is a component part of an OCIP, additional savings can
accrue to the Project Owner, through the return of any funds remaining in the prefunded Loss
Fund.

In California, public agencies are authorized to use an OCIP for any construction project whose
estimated cost exceeds $50,000,000.  Before adopting an OCIP, a public agency must determine
that, with good risk management, an OCIP will minimize the expenditure of public funds.  Put
another way, the public agency must make a finding that using an OCIP will result in a cost
savings over traditional contractor provided insurance.  Government Code Section 4420(b) states
in part:

“A State or local governmental agency may use owner controlled or wrap up insurance with regard
to a construction or renovation program for which the total cost exceeds fifty million dollars
($50,000,000) if the agency meets all of the following conditions and certifies that it has made the
following determinations … (2) use of owner-controlled or wrap will minimize the expenditure of
public funds on the project in conjunction with the exercise of appropriate risk management.”

To assist RT in determining whether an OCIP for SSCP2 minimizes the expenditure of public
funds, RT employed the consulting firm of Ron Rakich and Associates, Inc., (now Bickmore and
Associates, Inc. (Bickmore)), to prepare a cost benefit analysis of an OCIP for SSCP2 and to
provide technical advice in securing an insurance broker to price the insurance market for the
necessary coverage and provide those costs to RT and Bickmore for evaluation.  In May 2012, the
Board authorized release of an RFP for insurance broker services.  In November 2012, a contract
was signed with the firm of Merriweather and Williams Insurance Services (Merriweather &
Williams) to obtain insurance prices and prepare a comprehensive underwriting submission
detailing the broadest available protection and appropriate insurance extensions of coverage.

On January 4, 2013, RT received the analysis from both Merriweather & Williams and Bickmore.
Their reports (attached hereto as Attachments 1 and 2, respectively) analyzed a range of potential
insurance costs using 3 project cost scenarios.  Scenario 1, was based on the engineer’s
estimated construction value (CV) of the SSCP2 of $94,270,755. Scenario 2, used a CV of
$103,967,831, which is 10% over the engineer’s estimate.  Scenario 3, used a CV of $84,843,680,
which is at 10% below the engineer’s estimate.  All three scenarios examined insurance costs
using loss ratio assumptions ranging from 25% to 55%.

Upon continuing review of this matter today, it was determined that the Excess Liability
Insurance coverage had to be increased from $25,000,000 per claim and aggregate, to
$50,000,0000 per claim and $100,000,000 aggregate coverage to satisfy an insurance
requirement of the Union Pacific Railroad required for operations in its right of way. The
increased Excess Liability Insurance coverage increased the FY 13 and overall OCIP cost
by $270,000. All of the analysis and costs set forth herein reflect the revised costs.



REGIONAL TRANSIT ISSUE PAPER Page 3 of 5
Agenda

 Item No.
Board Meeting

Date
Open/Closed

Session
Information/Action

Item
Issue
Date

9 01/14/13 Open Action 01/14/13

Subject: Consideration of an Owner Controlled Insurance Program (OCIP) for the South
Sacramento Corridor Phase 2 (SSCP2) Project

The following tables display the results of their (Merriweather & Williams and Bickmore’s)
analysis.

Scenario No. 1 = $94,270,755 CV

Loss
Ratio

Total OCIP
Deductible
Losses and
Claim Fees

Estimated
Contractor's

Insurance
Cost

Total OCIP
Cost, Fixed
and Variable

Cost
Differential GL Hold

Cost
Differential

with GL Hold
25% $699,715 $2,921,776 $2,294,836 $626,940 $268,581 $358,359
30% $839,658 $2,921,776 $2,434,779 $486,997 $268,581 $218,416
35% $979,601 $2,921,776 $2,574,722 $347,054 $268,581 $78,473
40% $1,119,545 $2,921,776 $2,714,665 $207,111 $268,581 -$61,470
45% $1,259,488 $2,921,776 $2,854,608 $67,167 $268,581 -$201,414
50% $1,399,431 $2,921,776 $2,994,551 -$72,776 $268,581
55% $1,539,374 $2,921,776 $3,134,494 -$212,719 $268,581

Scenario No. 2 = $103,697,831 CV

Loss
Ratio

Total OCIP
Deductible
Losses and
Claim Fees

Estimated
Contractor's

Insurance
Cost

Total OCIP
Cost, Fixed
and Variable

Cost
Differential GL Hold

Cost
Differential

with GL Hold
25% $725,533 $3,213,953 $2,417,132 $796,822 $295,439 $501,383
30% $870,639 $3,213,953 $2,562,238 $651,715 $295,439 $356,276
35% $1,015,746 $3,213,953 $2,707,345 $506,609 $295,439 $211,170
40% $1,160,853 $3,213,953 $2,852,451 $361,502 $295,439 $66,063
45% $1,305,959 $3,213,953 $2,997,558 $216,395 $295,439 -$79,044
50% $1,451,066 $3,213,953 $3,142,664 $71,289 $295,439 -$224,150
55% $1,596,172 $3,213,953 $3,287,771 -$73,818 $295,439

Scenario No. 3 = $84,843,680 CV

Loss
Ratio

Total OCIP
Deductible
Losses and
Claim Fees

Estimated
Contractor's

Insurance
Cost

Total OCIP
Cost, Fixed
and Variable

Cost
Differential GL Hold

Cost
Differential

with GL Hold
25% $673,898 $2,629,598 $2,172,540 $457,058 $241,723 $215,335
30% $808,677 $2,629,598 $2,307,320 $322,278 $241,723 $80,555
35% $943,457 $2,629,598 $2,442,100 $187,499 $241,723 -$54,244
40% $1,078,236 $2,629,598 $2,576,879 $52,719 $241,723 -$189,004
45% $1,213,016 $2,629,598 $2,711,659 -$82,060 $241,723
50% $1,347,796 $2,629,598 $2,846,438 -$216,840 $241,723
55% $1,482,575 $2,629,598 $2,981,218 -$351,620 $241,723



REGIONAL TRANSIT ISSUE PAPER Page 4 of 5
Agenda

 Item No.
Board Meeting

Date
Open/Closed

Session
Information/Action

Item
Issue
Date

9 01/14/13 Open Action 01/14/13

Subject: Consideration of an Owner Controlled Insurance Program (OCIP) for the South
Sacramento Corridor Phase 2 (SSCP2) Project

Senario No. 1 = $94,270,755 CV

Loss
Ratio

Total OCIP
Deductible
Losses and
Claim Fees

Estimated
Contractor's

Insurance
Cost

Total OCIP
Cost, Fixed
and Variable

Cost
Differential GL Hold

Cost
Differential

with GL Hold
25% $699,715 $3,157,743 $2,564,836 $592,907 $268,581 $324,326
30% $839,658 $3,157,743 $2,704,779 $452,964 $268,581 $184,383
35% $979,601 $3,157,743 $2,844,722 $313,021 $268,581 $44,440
40% $1,119,545 $3,157,743 $2,984,665 $173,078 $268,581 -$95,503
45% $1,259,488 $3,157,743 $3,124,608 $33,135 $268,581 -$235,446
50% $1,399,431 $3,157,743 $3,264,551 -$106,808 $268,581
55% $1,539,374 $3,157,743 $3,404,494 -$246,751 $268,581

Senario No. 2 = $103,697,831 CV

Loss
Ratio

Total OCIP
Deductible
Losses and
Claim Fees

Estimated
Contractor's

Insurance
Cost

Total OCIP
Cost, Fixed
and Variable

Cost
Differential GL Hold

Cost
Differential

with GL Hold
25% $725,533 $3,473,518 $2,742,132 $731,386 $295,439 $435,947
30% $870,639 $3,473,518 $2,887,238 $586,279 $295,439 $290,840
35% $1,015,746 $3,473,518 $3,032,345 $441,173 $295,439 $145,734
40% $1,160,853 $3,473,518 $3,177,451 $296,066 $295,439 $627
45% $1,305,959 $3,473,518 $3,322,558 $150,960 $295,439 -$144,479
50% $1,451,066 $3,473,518 $3,467,664 $5,853 $295,439 -$289,586
55% $1,596,172 $3,473,518 $3,621,771 -$139,254 $295,439

Senario No. 3 = $84,843,680 CV

Loss
Ratio

Total OCIP
Deductible
Losses and
Claim Fees

Estimated
Contractor's

Insurance
Cost

Total OCIP
Cost, Fixed
and Variable

Cost
Differential GL Hold

Cost
Differential

with GL Hold
25% $673,898 $2,841,969 $2,387,540 $454,428 $241,723 $212,705
30% $808,677 $2,841,969 $2,522,320 $319,649 $241,723 $77,926
35% $943,457 $2,841,969 $2,657,100 $184,869 $241,723 -$56,854
40% $1,078,236 $2,841,969 $2,791,879 $50,090 $241,723 -$191,633
45% $1,213,016 $2,841,969 $2,926,659 -$84,690 $241,723
50% $1,347,796 $2,841,969 $3,061,438 -$219,469 $241,723
55% $1,482,575 $2,841,969 $3,196,218 -$354,249 $241,723
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The Consultants who reviewed the SSCP2 project have advised RT that with our commitment to
an aggressive safety program, a 30% loss ratio is a reasonable assumption for the project.  With
that loss ratio assumption and using the engineer’s estimated CV set out in Scenario 1, above,
using an OCIP will yield a potential cost savings of $218,416, over the traditional insurance
approach.  In that regard, the OCIP would “minimize the expenditure of public funds on the
project” as required, in part, by Government Code 4420. Consequently, the Board can
reasonably  make a determination that adopting and using an OCIP for the SSCP2 will minimize
the expenditure of public funds over the use of the traditional contractor provided insurance
approach.

Although not required by the governing statute, there are additional benefits to using an OCIP for
SSCP2.  The removal of insurance requirements may remove barriers for small contractors who
would be dissuaded from participating as subcontractors on the project because the insurance
requirements are cost-prohibitive.  Additionally, an OCIP allows RT to highlight its commitment to
project safety, and will likely lead to a reduction or elimination of the cross-litigation potential and
result in a greater certainty of adequate insurance protection. The value of dedicated excess
liability coverage included in the OCIP will also be fully available to protect RT’s potential
exposure. Moreover, the use of an OCIP on SSCP2, will allow RT to gain experience with OCIPs
that can be employed in the future if RT uses an OCIP on subsequent projects like such as  the
Green Line extension.

Based upon the foregoing, staff recommends that the Board approve using the OCIP insurance
program for the construction of the SSCP2 project.

















































RESOLUTION NO. 13-01-_____

Adopted by the Board of Directors of the Sacramento Regional Transit District on this date:

January 14, 2013

APPROVING ADOPTION AND IMPLEMENTATION OF AN OWNER CONTROLLED
INSURANCE PROGRAM (OCIP) FOR THE SOUTH SACRAMENTO CORRIDOR

PHASE 2 PROJECT

WHEREAS, the construction costs for the South Sacramento Corridor Phase 2
Project (SSCP2) will exceed $50,000,000; and

WHEREAS, the Board finds that employing an Owner Controlled Insurance Program
(OCIP) for the construction of the South Sacramento Corridor Phase 2 Project (SSCP2) will
minimize the expenditure of public funds as required by California Government Code
4420(b)(2).

NOW THEREFORE, BE IT HEREBY RESOLVED BY THE BOARD OF
DIRECTORS OF THE SACRAMENTO REGIONAL TRANSIT DISTRICT AS FOLLOWS:

THAT, the Board finds that using an OCIP in the construction of the SSCP2 project
meets the statutory requirements of California Government Code 4420.

THAT, the use of an OCIP in the construction of the SSCP2 project is hereby
approved.

THAT, the General Manager/CEO is hereby directed and authorized to take any
actions necessary to implement an OCIP for the SSCP2 project and to execute any forms,
applications, and agreements necessary to bind OCIP coverage with the selected insurer
and the selected SSCP2 contractor and its subcontractors.

BONNIE PANNELL, Chair

A T T E S T:

MICHAEL R. WILEY, Secretary

By:
Cindy Brooks, Assistant Secretary


