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'I'hls is the third Wlllual report prepllred in 11ocord.<mce·with the Budget Act ~1"2005/07 whiuh 
.states: 

l, 	 O"'tterOmtrolled l n.mralll.:e Pmgl'am. By April! uf2007. 200S,and 2.1.)09. 
t'espec.tively, the Depattrnrot ~;~fTransportation (CalltQrtB) slu\l1 repoJt lO the Joint 
Legislative Budget Collilllittee .aud the policy committees on1ranspnnation em lhe 
lbUowing: 

• 	 Tite tYI"e and vrilu.e ofproj~t~ included in the pilot. 

• 	 'Die amount t.ftnt Caitr!UIS would ha.ve 'P1lid contraqrors fut ~onipfmltile 
insurartee oavemge in the allSCJit;e ofan 0\\lner Controlled Thsumnce
Prugrartl (OOIP), i\S identjjj.oo in documentation sutmtltled with 
coo~ctors• bid ~ltelllililt~. 

• 	 1beamount the departmentpaid in insurnncc pre,miurus, deductible~ 
program adminlstrafuln, aud any.otfulr OC1P~r~lated costs im;1.tn'M dw1ng 
~be· pilot, 

• 	 The estim.ated net cost or benefit ofimplemel)tiog the pilm, n.~ identified 
by cpmpariug t'0111J'actors' esiimates for lnstU'ance costs in the absence oi' 
an OCIP to tne i'llnount the ilepart.mem paid inlt=~related oosts 
under the QCIP. 

• 	 An assessment ofthe projects that were t;K:st suited tQt lncl\l~ion iu on 
OC:IP and theprojects that were least. well suilcd, in teans ofcol>t. 
effectiveness. 

Type ana Value ofProled s 1 ncluded ln tbe .Pilot 

The fiscal year 2006/07 bud geL bill provisjons liruiL the si7.e of !he OCIP l)ilr!t pr<Jgram to 
projects totaling no more than $7 50 milUon in estimated c.':lpitul cost of·consh'IJction. Eight 
p~Jects were schedul<'!d to be incltlded in the prcg:ramto compt'ise the $'750 01illion. Becan.o;e 
th.s pl'(\ject awarded costs have been considerably bolow cost estimates, a proj~t has be.en 111ld~d 
10 the list vteseuted 1n lostyear's re)]J)I't ro 'l.lelp the program reach its. dollar valuegoal. This 
project i$ the Verba Buena Island Transition Structure (YBITS), plirt of the San Francisco· 
Oaldand Bay flrid(;e. Seisnuc Salety Project. The cutTent total estltnaJeCl pro}cct construction 
ll!ostsequal $6SS million. More projects may be added in tlie future t{l ubtain a $750 rrtillioD 
Rolling Owncr·Conrrplled insurance P.'rogrwn (ROCIP). 
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Caltrans developed and applied selective risk management screening critetia to update the li.st of 
candiclaJe OCJP projects. The type ofprojects include highway and bridge projects that range in 
oonstruoti<.m size from $15 million to uver $180 rnilliun and are geographically located 
thrQughout Califotnit~. Four projects h!\ve been awarded to conJr'c1ctors while fow others bave 
hrul bids submitted and opened as of \his report. 'ExhibiL 1 below shows the projects included in 
the OClP and their status. 

Exltlbll 1 - SmtusofOCU' l'roji'CI EnruUm~nl 
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s;t; . 16~'1\l<l JJ u<l~ u ,I .l ...lH j;:}i(\'S•I Jl <tN~ 

Advertii>ed 3/l0/08' jf l2/(1~ 7/'llJlQg 6130/0ll !1/'WQS W2-9/0~ !1129/0~ 10/20108 •8/11/0R 

:Pro-Rid 
3/20/0S NIA N!A N/A N/A N/A N/A WA ~ Meettng 

·Addendum 4/14/0R 6117/0R 'N!A R/6/118 N/A N/A N/A NIA Ni\ 

SidOpening ~11011 713/08 9/lS/08 8119/08 ll/10108 1:1/16108 12/tl108 12117108 7/U/09 

(\word 1\/1&lOS 1M /OR i<.l/6/0R 9/2/0R '1130 ·mn l·ruo 'f BD 'I'BD 

Appt•uv!l! 613010& !liOlllol! lllfo23108 9/l 6108 TBD TBD TBD TBD' TBO 

Pre
Consrru1:tlc'Ht Slli/08 111?7/UR 1212/0ll 0/23/08 ·rao ·rae TBO TBD TBD 
Meeting -
Noticem ~12/0~ 91:21\10~ 1/2109 11/l/08 TBO TBD reo J'BD TB))
Proceed 
fnauran~e 
Crtdlt Dafa 90% 16% No 50% No No 1\lo rfo No 
lh:ctlvecl 
IJOWBid . 

Sl31 $15.5 $131.6 $37 S37 S27 ~51.8 S38 $180 
$6'55<Si50(in millions) (esl(II\IUeU ) 

Of\gina! 
Bn&tn....-'s $2 16 :i•10 $153 $«1 'i!AV $11/i $7M $56 l 18U
BstilliHtCI 
(ip million$) 

OeSilvn tlritlilh AtkiMOII ll• y 
Contractor Gates! Corn· con crru.. TBD. TBD TBD 'ffiD TeD 

f'C! ~any 
uaclor>. f'nvin.gLl' 

' 

Identification Clf Contractor lnsurancc Costs in Absence of an OCTP 

Contractors and subcontractors partioipatlng in.the OCIP are contractually <lhli,galed to remuw 
insurance. costs from their bids. CaltrlillS developed contract provisions insttl•Cting the 
contractors and subcontractors on .how to identify and remove their WS1.trnnlle costs. 
Connactors and subcontractors·ose a worksheet, "ROCIP Form I'' to calcu.1ate the prenJiums 
tlley would have paid ln the absence oftl1e OCIP. 
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At the time of this repon, C61trnn~ eon1lnues 10 receive worksheets as conlrai.>iors are emollecl on 
th~ first three projects. /1. number ofworksheets from subcon·tractors-are stiU being submitted. 
for cost comparison Jlurp<)se&, tb15 rtport IJS\lS only costS aSSoel:ared With tbe three projecLq for 
which limited dam is av4lltible. 

In the absence ofan OCJP. cnkuTo1 ions 10 do~ shnw conttllctors wonld have Charged Calliuns 
S 1.517 ..216 for insuamcc on the Ibm! proje<rts in Exhibil2. Cal trans anticipates thatlhis amount 
Wl1I rise substMIJJllly il8 more 'V01bbec~ are submitted and as mote projects are enro11cd i111o 
the ROCJP. Exhibit 2 below ,;b.ow.s id~ntificd eontroetor credits ro date. 

UUII\wj_e_l 111,, 

03-33381]A Stoic~ IV>UIO (t~ Wn~oln 9ypas~ 13?,QOMOO 1 , 1 1\;1,1~~ 

07..,]66824 lllt=t~~nuu JO }li 0V .Lnn~ IS..SOO.OOO 26S.S74 

04-2$3794 lnt"'tn•o 680 31.QQO OOQ )18,884 

TOTAL 
(Note:. credlts 

contractors.) 
are ~~cvm~k(~, 'T1ou b1vkut OClP ltdmlnlslra

189,500,000 
lnr )~ s!:t11 a~Naii.ing do

1,317,216 
cmnerus from vm·l\)u) 

In U1e tradition11l method ofln~uring conBI.nJolion risks, 1n which contractors provide their own 
insurance, these co~ls would have bt-cm ptLS~ecl thmugh to Caltrans with a markup lor co.nttactor 
pl'ofit and overhead. Mm·k1;1J:) ls no~ lrt¢hJd~d in tlii$ report, but most coll$t1'llction source$ 
concede 1hat a con1'ractor'~ mw-kup UNUI.Illy l'llllg,es from 10 percent to 15 pe,rcen1. 

Con\l'!I.Cwr Crtlditll include prumium co~t!l for general liability, workers' compensttlion. nnd 
"umbrella'· or "(l?(ocS3'' lla'bili~ ill~unmcc for these projects. These credits are lhc nn1l'lw.1ts tbl.l 
contmctors wnuld h.~vep11id to cbtlir 111~ and subsequently included in their 111ck fnrul)n· 
OCIP prQjccb. IJ1 an OCIP, Ule oonln!ctors CT'edit to C11ltr.ms insurance ooscs lhcy od11nWik' 
would have pllld by ~o:~Cel\ldlug !lleru C. on1 their bids. 

OCIP-Relat~d Co~u 

OCIP-re.lrued cuRlS irteurred lln the ROC!!> pilot program consist ofCalrrans stalfti.mto. 
consultant sccvlce fce5", ond OCIP broker/8dmlniStraiOr fees over a period ofneatl)· two :-ear&. 
~ts for these servic.:..:l tolul approximatelyS1.5 million ofwhich approxim11tely 25 (14.\ro.ml. is 
atul.butablc 10 Ule tht'Cle p.rOJtCIS ID Exhibit 2. Many ofthese costs have i.nvu!vcd set-up 
u.ctivitie:~, includlug development of procedures, information system crentiml, in~umnce 
plllc.:emeut for lbc cnliN durmiou ofthe ROCIP and more. OCIP-reialed costs eX{Xl.nu.:d to datt 
($0. 75 milliol'llyctll') ILrc lower ttoan urig!nlll esdtoated costs of$1.3 52 mill ion per ycnr. (\,~ m•lre 
projects are enroll~d intQ th~ ROCrP, the rate of OCIP expendiiures ma.y increase lo tbc h:vC:J 
tnorc consist em with orlgln!ll cstilnates. 

lo additioo to 1he OCIJ'~-rclotect cost~. the direct cost ofche OCIP coos;ats of t>t'erulnms pnlcllo 
the insurers. lrmtrft.noe premiums atrribnted to eachprqject are calcuJut~d on oon~truotion vo.luc 
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tlltd paid to lhe insurance company in full as the projecl is enrolled into the ROCtl'. l:iCCAI.,SC or 
d.:lays in receiving oontrllclor premium credit worksll::.els, aod the f11e1 th!lt Ute progr.un i~ "los~ 
sensitive'' ( c~ts are ultimately determined by losses). oost comparisons at lll1:; time are 
iDacturat.: u to ultimate cost. Such compari:$1ms ondersfate the contraetor credit~ nnd likely 
ovcmtate ilie ultimate OCIP comparative coSt. 

Exhibit 3 shows costs incurred by the OCIP. Piem}um llrnQtlOI$ ~hO\Y:I for the: primury OCJP o.re 
for the fixed costs only and do not 1Iwlude losses, of which there havebeen none. Howevet. 
Cal~tans will beteSpOnstble for losses up to an "aggregate stop loss'' llliJXrmum. Pnr lhe entire 
ROCIP, maximum potenr!a/ losses t'Ould reac.h an estimated $9.904 miiiion. Cul ltlltiS' 
experience on other OCTPs has shown very low losses, Calttan~ tl!llicipat.es similar rc:suli.s from 
this pilot program. 

Elblbltl - OCU'·R~Iattd GlHI DlreH Rl'~D~M 

....ll\tf'Ttlt1 ....IIICilllll ,,Un\•UI~II 
-'111RIIllf tn W~tl>lill,)' 

OJl<tlllvCltlI'<U•'OIIo 

OCJP Adminlsll'lllOT $)'73,000 $4~.;!50 	 The ocn> ll\eurnnco 
br(lker/Bdml(llstr~IOr 13 rc~pc•n•lb lc 
lor mos; oftho prOc''"~ll•& i\Juctlot•~ 
ond ulliurnu~e plt~Uruon~. lnhlnl 
.wtorlltl' co•~ include rt1•Jr'koch13 
lo~urunt~ ~;~wcrn~e~, ~oUill{& lit> 
uwnnQQJrl~ott informAtion 4)18lCOI, 
proconwrructioo1and pro-bid ltiQctir•e 
nHw•tlt11Jcl!o und p;o~nlotiOn8 tO 
COUI<IIQtor i!I"JUP~ · Mu~h OfthM~ 
co~'' will bo AtloOI'II'to<i owr ohalifc 
ofdt~ tlrOI!J'n•n. 

Cnlmms Slillfmg $840.000 Worn on thl~ PIV&rum if tlllrfonull'd 
prhtQipully (ly tl•e. C~tll'fli~J Ortlco of 
Rill): Mon~gcno<:~~l (ORJVI'Il on an 
"8.ddlllonnJ aBSif411n•c111" b3818, Slnt'l' 
has been lnvulvw with thi• pNlllrM• 
slnce200S. lnitlul 001<1if hij~hdllr 
to sum·up ~ctlvhloa, 1'1\i~ ~31 •~ 
llJCpocted 10 ~btlllnliolty J0CIT:tW tn 
fu11n 1111ple~nenlllliatJ. 

Risi Mana~.mem $48?.000 Cono;u!IAI.U!.~ wilbapec~inlized 
COII3ultil1g 	 t><{)('rt'" h~vebew involved 11 lth 

UtQ progn.m Jill~ 20M nnd 1111,., 
umted IIDd I.Ugrnl'l\lfd O RM 111~(1' 
lo IMII)' -. iiiCludb:lt h!"'~tr 
proourrmen~ p!'O&M'm ~~q,a;g,_,, 
ij.,.....IOIIIII"'''' of ha11dbooka., mlllWlll.s 
~~r~d euidclinu, worhhops. ~CJnll1lCL 
re-viQw 411d t'IJVt•!OJJ, ntarl.'ding. illld 
n~llmJ 1\numberorth~ 
~"' will K Al\l{'!lbfd \IV<:rtbc life 
11fthcpr9UJ'f11 and bcyand 

http:tl!llicipat.es
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l'r!II1M')' o:rr pwrurum~ 	 As dus15 a los;-sensmye pro~rmn. 
ll'lxccl C'.o-11 	 high losses will inc=• f)]e jlFimary 


prernruw up to llllll!lSfes•te 

roa:dmumfor the jlftlgram. Fixed 

cost will increase llS mot" projecU 
rue awarded and enrolted into the 
ROCIP. Currerl(ly, onlY three 
projects are enrolled, 

s:t5.mnUon &cc~ S388J)()n £188,00[1 fixed 0C£P CO'It for the$25 mlll\l>n 

l..l11bllhy OClP pmnlums "l'C<i'SS liabilll}' layer. Instead of 


noquirlQ& tlle contrnclors [Q carry

ll1~1!cl Cost) thas limit, Cotltnma purcl!ases thls 

cove:rag11 fO< them lu1(ler the OCIP. 

ln implementing llll OCJP. It a!1117.5 mtlliOtl EXOot" S665.000 	 so 
QUStOI!lllry to cwy htgt\ t<X~ liubilltY

Llnl)UII)I OClP )Wmfiuns 
limit~. C:tl\niJts hilS ehosen to purtha.se 

(111A<C1 Cou) 	 Ill\ ad(litioMIt>Xtess liability l!mlt of • 
S27S million /or ttle prognun. Tb" 
protec1lon i~ a bu1ln0ss dcei~lon an<l 
ref1eco:s pmacol risk m•m~gemunl , 
Cl!Jt11!11s bas uo Intention to off~~t chill 
c.tm 1'vith contractor credl~. Mo~l 
c.o11traclors do not purohaae coverng~ of 
such llll)grthuMand. rhercrl\w, could 
not Jlr<tvido crodtts. NevMlloloftS. 
Cnh111naMholp~tu• thm ultlm~t~ly tost 
~vlng ~thoprtnwry cov~ru!l~ lev~I 
wlll oi'fset rho con o;>l' the exoe~>• 
li!lblltty protl!lllion, 

Tnlal OCfP ptenrillms Al'ld 	 Tho OCLP oo~t atlooetted tor Ute 
rtlatctl ~osu 	 enrolled projcctts {I'I,481 ,205) ls tlla 


nw110cr being used to comp~t'C. to 

conuucrof bld credlu lor o o1o~ 


1\0CIIJ'Ilto c.o~toompurlsou. 


E!ltilnated Net Cost orBenefit 

For the three projects sbowJl in Exhibit 2. the$1.48 t ,205 estimatlld inctll:rod QC(p cost 
compared to the 51,517.216 estitnated cooln!Clot ct~dlts lndrcal.cs :tnet bcrrcflt of$36.0II . Both 
estimate cost~ wlll increase as prognt111 data develop~. nnd the rtct b41nelil muy inere1c:e or 
decrease. Add.lrional cont:r&CLOr hid credits foe conltaCC$ 311'1111-'Y nwrud.1·d sltulJ be C9~ncd In tbo:: 
near future thereby increi!Sing the contractor ct'Od~t MHIIJllL OCTP cost.~ will incronse 11.~ lo~se~, If 
sny are paiJL 

All projects selected ~ well suited fnr inclu~1011 i11to Olltrans' ROCfP. l"he t.hrcc bighwuy 
consiTI.Iction projects fl>t whleh eorollmen t ~s ~tlbillllll.iAUy l'UI11Pith111ll: ,gtllll11 the eatly ·'~~l11$e.& or 
oollSt!Uction. TnS\Jffic:ieut daln exists bl determine 'if nny proj«U lmvc: ehuruot<.!l·i~tic~ tlml render 
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them best·su'ited for im:Juslon Into 1hc ROCI)> or least suited ln tetmS ofcost-effectiveness, 
Caltrans wi 11 be nhle HT muke t\ rnQrl! IWCllnUI! US3Cl1Smt.'nt of project fnclusic.m unu cusl· 

ol:rcutivc:n~~~ !Is- mu111 uurullmtml datil f~ reo.:ived and all pro,jects are eruolleil into the ROCfP. 


