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The construction and insurance industries have a common problem—the only time they really
get noticed is when something goes wrong. In construction, a tragedy often means a loss of life
as well as an economic setback. In these challenging times, when margins are thin and manag-
ers are anxious, construction and insurance professionals must hold on to the value that safety
is not optional. This workshop first addresses the key components of a world-class safety pro-
gram and how to improve on your performance in these areas. The second half of the program
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will examine one contractor’s journey in transforming its corporate culture to put safety on equal
par with productivity and tangible and intangible benefits the company reaped as a result.
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(1) Weighted average modifier of allmembers combined.
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The Eye Opener

“Houston, we have a problem.”

James A. Lovell— Apollo 13




The Business Case for Change

» CEOI/chief underwriter analyzed our annual loss
projections and was amazed by the dollar value.

» Itdid not make sense that a group of world class
companies, committed to zero injury, would be
expected to have $50,000,000 in losses in one policy
period.
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Annual Loss Projections

Baseline Year
Policy Year—June 1, 2003-2004
Expected Losses—All Lines

Contractors Retro/Deductible Layer $40,881,256

Retained “Pooled” Layer $8.448.426
Total $49,329,682
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The Business Case for Change

* Workers compensation loss rates had virtually flat-
lined for the last 6 years.

+ Job site deaths continue at a rate of 4-5 per year.
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Workers Compensation Loss Frequency
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The workers compensation loss frequency (orloss rate) is the WC claims
countforevery 200,000 man-hours. Only PLS reportable claims (which consist
of idemnity claims and medical only claims over a certain limit) are includedin
these counts. 13
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Developing a Strategy

» Establishing goals
» Deciding on the proper metrics
* Involvingtheright people

* Making this initiative a “big deal”
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Project Lifesaver—Phase |
June 1, 2003-June 1, 2007

Goal: Toreduce both the frequency and severity of
losses, while striving to eliminate job site deaths

* Reduce expected losses by 40 percent and achieve a
$30,000,000 savings in expected losses

* Increase executive-level participation by members

* Increase sharing of best practices
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Project Lifesaver—Phase |
June 1, 2003-June 1, 2007

* FourKeyElements

Ranking of contractors using objective data

Benchmarking of safety best practices

Development of Contractor Action Plans with an
emphasis on Best Practices

Face-to-face meeting with the contractor’s
CEO/COO and their key managers
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Strategic Planning Sessions

* ProjectLifesaver Meetings

Historical loss analyses

Contractor rankings

Best Practices surveys (RMS, Safety, Claims)

Participants
» Contractor CEO, COO, safety/risk manager
» Service team

* Broker

Contractor Action Plan is the key item
17
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Best Practices Sessions

» Contractor Steering Committee
* General session introduction
* Industry group breakout sessions

+ Emphasis on different areas of risk
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Benchmarking of Safety Best Practices

* Nine key categories

+ Based on Cll safety excellence studies

100 possible activities and/or levels of activities

+ Compared loss rates by utilization rates

19
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Benchmarking of Safety Best Practices

Nine Key Cateqgories

Management commitment
Pre-project/pre-task planning

Employee hiring/screening practices
Safety education, orientation, and training
Worker involvement

Recognition and rewards

Subcontractor management
Accident/incident investigations

2
Drug and alcohol testing 0

Rates by Percentage of
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Rates by Percentage of
Best Practice Utilization Performance 2004
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Rates by Percentage of
Best Practice Utilization Performance 2005
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*Data collected in Best Practices Benchmarking Re-Survey.
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Project Lifesaver—Phase |
June 1, 2003-June 1, 2007

So, how did we perform?
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Workers Compensation Loss Frequency
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The workers compensation loss frequency (orloss rate) is the WC claims
countforevery 200,000 man-hours. Only PLS reportable claims (which
consistofidemnity claims and medical only claims over a certain limit) are
includedin these counts.
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General Liability Loss Rates*
Per 200,000 Man-Hours
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Auto Liability Loss Rates*
Per 100 Power Units
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Project Lifesaver—Phase |
June 1, 2003-June 1, 2007

Financial Results

Policy Expected Incurred Loss

Year Losses Losses* Reduction

2003 $49,329,682 $38,477,816 $10,851,866

2004 47,304,117 37,879,839 9,424,278

2005 62,747,978 47,111,998 15,635,980

2006 52,141,065 41,569,229 10,571,836
Savings $46,483,960

*Includes IBNR and ALAE reserves.
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Savings achieved of 22%

Project Lifesaver—Phase Il
June 1, 2007-June 1, 2011

Goal: Toachieve a 40 percentreductionin loss rates in
all lines over the next 4 years without
experiencing any job site deaths.

» Develop an enhanced Incident Investigation/Root
Cause Training program to assist members in
analyzing incidents and developing lessons learned.

+ Conduct Safety Culture Evaluations and identify key
characteristics of successful companies.

* Conductregional workshops on “Establishing a
Safety Culture.”

+ Assist members in facilitating a Subcontractor

Summit for “Creating a Zero Injury Culture.”
29
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Project Lifesaver—Phase Il (cont.)

» Continue the renewed emphasis on Auto Fleet Safety
for all members.

» Continue to evaluate best practices and risk
mitigation techniques as they relate to quality and
construction defect claims.

+ Continue the annual Best Practices Session
meetings with an emphasis on Executive and
Operational leadership.

» Continue annual Project Lifesaver meetings with an
emphasis on the Contractor Action Plan.

» Assistin updating quality control and assurance
plans.
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Project Lifesaver—Phase Il
June 1, 2007-June 1, 2011
How are we doing 2 years
into the next phase?
31
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Workers Compensation Loss Frequency
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The workers compensation loss frequency (orloss rate) is the WC claims
countfor every 200,000 man-hours. Only PLS reportable claims (which consist
of idemnity claims and medical only claims over a certain limit) are included in
these counts.
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General Liability Loss Rates*
Per 200,000 Man-Hours
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Auto Liability Loss Rates*
Per 100 Power Units
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Project Lifesaver—Phase I
June 1, 2007-June 1, 2011

Financial Results

Policy Expected Incurred Loss
Year Losses Losses* Reduction
2007 $54,224,217 $47,941,960 $6,282,257
2008 61,074,867 55,349,074 5,725,793
Savings $12,008,050
*Includes IBNR and ALAE reserves.
Savings achieved 0f10.4% 35
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