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Prospective wrap-up insurance program sponsors often do not realize the prepara-
tion required to develop critical program components prior to starting construction.
In addition to selecting a wrap-up broker and underwriter, the program sponsor
must prepare the documentation contractors need to bid the project and prepare to
begin work. This session will help first-time wrap-up sponsors get their arms
around these front-end tasks and show veteran sponsors how to improve their pro-

cesses.
> Describes critical program components and provides a timeline for the
preparation and completion of required documentation. §
5
> Provides recommendations for prebid and preconstruction meetings and 3
program enrollment. i)
%
> Examines the insurance company’s typical underwriting needs and re-
quirements.
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Colleen Aegerter
AVP-CIP Manager
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Ms. Aegerter, speaker for Worshop T3, “Preconstruction Wrap-Up Requirements,” on Tuesday, has been
with Lockton Companies, Inc., for 5 years as part of the national Controlled Insurance Program team.
This unit provides wrap-up expertise to Lockton offices around the country, as well as marketing and
administration of wrap-ups. She is currently overseeing the administration of five wrap-ups, is respon-
sible for marketing new wrap-up programs, and works with prospects considering wrap-up programs.

Prior to joining Lockton Companies, Ms. Aegerter spent 24 years at Argonaut Group, Inc. (f.k.a.
Argonaut Insurance) as an underwriter. The majority of her book of business consisted of construction
accounts. As an underwriter, she wrote six wrap-up programs, as well as underwriting large contractor
accounts. In addition, she supervised the issuance of subcontractor policies for wrap-up programs writ-
ten out of the Argonaut Chicago office for several years. When Argonaut opened an office in Kansas City
to service wrap-ups, Ms. Aegerter was responsible for the day-to-day supervision of the office, in addi-
tion to her underwriting responsibilities. She also was the underwriter for the first four wrap-ups written
by Lockton Companies.

Ms. Aegerter has worked in the insurance industry for 29 years with an emphasis on the construction
industry. She has worked on more than 22 wrap-up programs as an underwriter or account executive.
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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.



PRECONSTRUCTION WRAP-UP REQUIREMENTS

Colleen Aegerter
Lockton Companies

Broker/Administrator Selection

Team with prior wrap-up experience to
handle your account

Wrap-up training and guidance

Administration/risk management
system

Insurer relationships

Document preparation

Loss control

Claims

Contractor enrollment
Contractor payroll collection
Financial reports

Feasibility Study

Location (city and state)
Hard construction cost

Total estimated payroll
Estimated term of the project
Estimated start date
Structure information

— Type construction (concrete and
steel, frame, etc.)

— Number of structures to be built
— Number of stories

— Hard construction cost by
structure

— Demolition

Timeline
— Phases
— Locations

Rolling CIP ($25 million minimum per
location)

— Start and completion dates of
each project

— Location (city and state) of
various project sites

Payroll information by trade

Contract Language

Safety

Return to work
Insurance coverage
Insurance deductions
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CIP administration requirements
Compliance provisions
Termination/Modification of CIP




Safety/Claims

Site-specific safety program — Safety incentive program

— Contractor responsibilities — Disaster recovery plan

— Noncompliance penalties and — Crisis management plan
procedures — Claim reporting procedures

— Establish training session for e Return to work

on-site contractor coordinators

Insurer Information Needs

Program design e Environmental issues

Underwriting specifications e Untested design elements

Name and address of CIP sponsor e Subcontractor prequalifications

Project name and address e Quotation due date

— Setting (urban, rural, inner city, e Insurer service expectations
etc.) —  Claims

Construction manager —  Loss control

— Experience modification —  Audit

General contractor e Financial information

— Experience modification —  Audited—minimum of 2 years

Safety contact —  Collateral

Preconstruction Activities/Meetings

Project Insurance Manual e Preconstruction meetings with

Prebid meetings with contractors contractors
e Enrollment of contractors




Preconstruction Wrap-Up Requirements

Presented by:

Colleen A. Aegerter, AU, CRIS
Assistant Vice President

Locktone
Companies, Inc.

Kansas City

CIP Preconstruction
Timing and Planning

* |deal scenario
* Worst-case scenario

» Shortcuts
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Broker/Administrator
Selection

Minimum of 120 days prior to construction start

» Broker selection

— Team with prior CIP experience

— Training and guidance capabilities

* Prebid and preconstruction meetings

* Administration

— Risk management system

— Online access

— Online enrollment

— Report availability

Broker/Administrator
Selection

» Contractor education
— Prebid and preconstruction meetings
— Project insurance manual

* Enroliment
— Review contractor enrollment information
— Verify contractor rates
— Maintain contractor certificates of insurance
— Calculate initial contractor deduct
— Internal audit of contractor forms and information




Broker/Administrator
Selection

« Payroll tracking
» Calculate contractor closeout deduct

« Management reports
— Enrolled contractors
— Project status
* Man-hours/payroll/deducts

¢ Financial results
e Claims

— Stewardship report

Broker/Administrator
Selection

Cradle-to-grave service
Insurer relationships

— Dedicated to CIP projects
Document preparation

— Contracts

— Prebid information

— Project insurance manual
Loss Control support

— Services available

— Charges included in fee
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Broker/Administrator
Selection

 Claims support
— Services available
— Charges included in fee
— Cradle-to-grave service
» Contractor enroliment process
— Deduct verification
» Contractor payroll collection
— Missing payroll report
— Track expected payroll versus actual payroll

Broker/Administrator
Selection

* Administration audits
— OCIP enrollment forms completed and received
— Second- and third-tier subcontractors enrolled

— Certificates of insurance received on time and
accurate

— Accurate calculation of contractor insurance cost
— Payroll reports by subcontractor received as required
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Feasibility Study
(Commercial Project)

90 to 120 days prior to construction start

* Process utilized for calculations
— Contractor deducts
— Expected loss calculation
— CIP charges
» Expected losses and worst-case scenario

 Typical information needed
— Location (city and state)
— Hard construction cost
— Total estimated payroll

Feasibility Study
(Commercial Project)

» Typical information needed (continued)

— Payroll information by trade

— Estimated term of the project

— Estimated start date

— Structure information
» Type of construction (concrete and steel, frame, etc.)
* Number of structures to be built
* Number of stories
» Hard construction cost by structure
» Demolition

11
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Feasibility Study
(Commercial Project)

* Timeline
— Phases
— Locations
* Rolling CIP ($25 million minimum per location)
— Start and completion date of each project
— Location (city and state) of various project sites
— Hard construction cost of each project site
— Payroll information by trade for each project

Feasibility Study
(Residential Project)

Construction defect claims
Defense inside the policy limits
No loss aggregate

Residential application is required

Feasibility study includes:
— Estimate CIP cost
— Estimate percentage of contractor deducts
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Sample Program
Comparison

$3,000,000

$2,500,000

$2,000,000 -

$1,500,000

Total Cost (in Millions)

$1,000,000

$500,000 T T T T T T T T T

State Requirements
90 to 120 days prior to construction start
« Jurisdiction approval (if necessary)

* Rolling wrap-ups

13
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Contract Language

90 to 120 days prior to request for bid

 Insurance coverage and limits
— Contractors
— OCIP

+ |dentify noneligible contractors
— Insurance requirements

+ Contractor obligations
— Contractor deducts
— Administration requirements
— Compliance provisions

Contract Language

* OCIP termination procedures
» Safety standards
* Return to work

14




Prebid Information Booklet

90 days or prior to request for bid
 Information for bidding project

— CIP insurance information

— Contractor-required information
— Who is required to enroll

— Who does not enroll

— Bid with or without insurance

— Deduct information

Safety

90 days or prior to request for bid

Determine regulatory requirements (OSHA, MSHA,
FELA, EPA, etc.)

Sponsor requirements
Orientation program

Site safety manager attends all prebid meetings
— Stress importance of safety
— Highlight program requirements

Safety program language in all contracts
Subcontractor prequalification
Safety committee
Site-specific safety program
— Contractor responsibilities
— Noncompliance penalties and procedures

15
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Safety

+ Site-specific safety program (continued)

— Establish training session for on-site contractor
coordinators

— Safety incentive program
— Disaster recovery plan

— Crisis management plan
— Return to work

Claims

90 days prior to construction start

Establish claim criteria

— Special claim handling instructions
— Establish settlement criteria

— Right for defense counsel

Claim reporting procedures for contractors
Claim handling procedure for insurers
Cradle-to-grave service

|ldentify occupational clinic

20
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Insurer Information Needs

90 to 120 days prior to construction start
* Program design

Underwriting specifications

Name and address of CIP sponsor
Project name and address

— Setting (urban, rural, etc.)

Construction manager

— Experience modification

21

Insurer Information Needs

General contractor
— Experience modification

Safety contact

Environmental issues
Untested design elements
Subcontractor prequalifications
Quotation due date

22
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Insurer Information Needs

* Insurer service expectations
— Claims
— Loss control
— Audit

» Financial information
— Audited—minimum of two years
— Collateral

 Information used in feasibility study

23

Submission to Insurer

60 to 90 days prior to construction start

» Adequate underwriting information
— Detailed project description
— Background information of sponsor

— General contractor/construction manager background
information

— Site map
— Geophysical reports
— Payroll by workers’ compensation class codes

» Coverage requirements

24
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Submission to Insurer

Safety program
Contract language
Financials

Quote due date

25

Project Insurance Manual

30 to 60 days prior to contract award
« CIP insurance information

Contractor required information
— Insurance

— Payroll reporting

— Required insurance

Who is required to enroll
Who does not enroll
Bid with or without insurance

26
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Project Insurance Manual

30 to 60 days prior to contract award
» Contractor deduct information
Definitions

Enroliment forms and instructions
CIP administrative contacts

Claim procedures
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Insurer Quote Comparison

30 days prior to construction start
* Price

— Hidden charges

Coverage provided

Services included

Cash flow comparison
— Collateral
— Payment structure

CIP experience

28
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Prebid/Preconstruction
Meetings

Prebid
As needed

» Explain CIP
— Coverage provided by CIP
— Expectation of contractors
* Enroll
» Safety
 Payroll reporting
» Subcontractors of all tiers

29

Prebid/Preconstruction
Meetings

Prebid
— Coverage required by contractors
— Additional insured/waivers of subrogation
— Who is required to enroll
— Who does not enroll
— Bid with or without insurance
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Prebid/Preconstruction
Meetings

Preconstruction

* Review items covered in prebid meeting
Explain enrollment forms

Timing required for enrollment

Due date for payroll reporting

Contractors must pass down CIP information to
all tiers of subcontractors

31

Contractor Enroliment

» Sponsor notifies administrator when contracts
are awarded

» Administrator notifies contractors of enroliment
process

 Contractor submits complete information prior to
start date

» Administrator notifies sponsor of contractor
enrollment

» Contractor employee activities prior to start date
— Drug testing
— Orientation 32
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Insurer Meetings

« Vary by project type and size

— Prior to quotation
* Sponsor commitment
* Project detail
» Underwriting questions
* Insurer services
» Personalities

— Insurer selected
* Meet team
» Service expectations
— Claims handling
— PPO network
— Safety

— Claim reviews %

CIP Preconstruction Timing
and Planning

 |deal scenario
— Contractors understand CIP
— Minimal resistance to CIP
» Worst-case scenario
— Contractors are unaware
— Resist CIP
— Change orders
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Questions

35
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