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CITY OF AUSTIN

PURCHASING OFFICE

SCOPE OF WORK (RFP)

SOLICITATION NUMBER JSD0130

Administrator for Rolling Owner Controlled Insurance Program
SCOPE OF WORK
1.
PURPOSE
The City of Austin, hereinafter referred to as the City, seeks proposals in response to this Request for Proposal (RFP) from an agent/broker (Administrator) for a Rolling Owner Controlled Insurance Program. The agent/broker (Administrator) will assist the City by providing consultation, implementation, and administration of a Rolling Owner Controlled Insurance Program (ROCIP VI) for certain City of Austin Capital Improvement Projects (CIP). One broker will be selected to provide the services, including marketing the insurance, as outlined in this Request for Proposal (RFP). 

The ROCIP shall serve three distinct purposes for the City:

1. Generate savings from reduced insurance premiums

2. Remove the insurance barrier for small and minority contractors

3. Promote safety for all contractors working on City ROCIP construction projects

2.
BACKGROUND

Over the past 22 years The City has issued numerous solicitations for insurance administration, bonding and technical assistance, marketing and outreach, and safety services for several Owner Controlled and Rolling Owner Controlled Insurance Programs.  An outline of these programs has been provided below:

Convention Center OCIP (1990-1993)

Agent: Hobbs Group

Carrier: St. Paul

Rating Basis: Payroll

$42 Million construction project with services requested in 1 solicitation:

1. Outreach, Bonding and Technical Assistance, and Administration and Safety

ROCIP I (1992 – 1996)

Broker: Hobbs Group
Carrier: St. Paul

Rating Basis: Payroll
$47 Million in construction values; $9 Million in payroll; this program was comprised of 41 construction projects with services requested in 3 separate solicitations:

1. Marketing and Outreach

2. Bonding and Technical Assistance

3. Administration and Safety

Austin-Bergstrom International Airport OCIP (1994 – 1998)

Broker: Marsh Mac

Carrier: St. Paul
Rating Basis: Payroll

$392 Million construction project with services requested in 4 separate solicitations:

1. Marketing and Outreach

2. Bonding and Technical Assistance

3. Administration and Safety

4. Construction Management and Safety 

ROCIP II (1997 – 2001)

Broker: Hobbs Group/HRH
Carrier: St. Paul

Rating Basis: Payroll

$235 Million in construction values; estimated $41 Million in payroll; this program was comprised of 90 projects with services requested under 1 solicitation

1. Administration and Safety

All CIP projects meeting defined parameters were included in the program:

· Construction projects valued at $300,000 or more  

· Labor Intensive 

· Site specific

· Construction start and end dates between November 1, 1997 and November 1, 2001

· Construction projects with these characteristics were not included in the program:

Hazardous waste abatement or remediation 

ROCIP III (2001-2007)

Safety Management Contract: Safety Solutions

Broker: Wortham Insurance Agency

Carrier: Zurich

Rating Basis: Payroll

$201 Million in construction values; estimated $45 million in payroll; this program was comprised of 20 projects with services requested under 2 solicitations.

1. Adminstration 

2. Construction Safety Management 

All CIP projects meeting defined parameters were included in the program:

· Construction projects valued at $2,000,000 or more  

· Labor Intensive 

· Site specific

· Construction start date after June 1, 2002

· Project final acceptance date before June 1, 2006

· Construction projects with these characteristics were not included in the program:

· Hazardous waste abatement or remediation 

· Electric utility substations

· Sidewalk or street overlay as primary scope of work

ROCIP IV (2006-2010)

Safety Management Contract: Safety Solutions

Broker: Wortham Insurance Agency

Carrier: Zurich

Limits: GL - $2M per occurrence/$4M agg; Excess $8M 

Rating Basis: Payroll

$250 Million in construction values; estimated $58 Million in payroll; this program was comprised of 45 projects with services requested under 2 solicitations.

1. Administration 

2. Construction Safety Management 

All CIP projects meeting defined parameters were included in the program:

· Construction projects valued at $2,000,000 or more  

· Labor Intensive 

· Site specific

· Construction start date after March 1, 2006

· Project final acceptance date before November 1, 2010

· Construction projects with these characteristics were NOT included in the program:

· Hazardous waste abatement or remediation 

· Electric utility substations

· Sidewalk or street overlay as primary scope of work

ROCIP V (2010-2015)
Limits: GL $2M each occurrence/$4M agg; Excess $100M

Safety Management Contract: Safety Solutions

Broker: Aon

Carrier: Liberty Mutual

Rating Basis: Construction Value

Estimated $750 Million in construction values; estimated $120 Million in payroll; Currently there are approximately 42 projects totaling $256 million in construction values, and a separate construction project for Water Treatment Plant #4 at a value of approximately $359 million with a Grand Total of $615 million in construction values. The services were requested in 2 solicitations:

1. Administration 

2. Construction Safety Management 

All CIP projects meeting defined parameters were included in the program:

· Construction projects valued at $2,000,000 or more  

· Labor Intensive 

· Site specific

· Construction start date after February 22, 2010
· Project final acceptance date before February 22, 2015
· Construction projects with these characteristics were NOT included in the program:

· Hazardous waste abatement or remediation 

· Electric utility substations

· Sidewalk or street overlay as primary scope of work

3.  CURRENT STATUS OF ROCIP VI PROGRAM
The City plans to implement phase VI of a ROCIP program by May 1, 2013. The ROCIP VI program will be implemented before ROCIP V has expired. 

A thorough review of Attachment A will provide details about the projects included in the current ROCIP V program. It offers some general information with regard to the size and types of projects commonly found in the City CIP construction budget.
4. ROCIP VI PROGRAM INFORMATION

One of the City’s primary goals in proceeding with this type of program is to generate savings. If this goal cannot be achieved, the program will not be implemented. Several variables can impact overall net cost savings such as insufficient broker or carrier interest, inadequate construction values, lack of voter authorization for the issuance and sale of bonds, and internal and consultant operating costs. If the City determines that savings are insufficient to warrant a viable program, then the City shall exercise its right to cancel this proposal. 

The City has decided to procure Construction Safety Management services separately from the ROCIP administrative services in order to promote competition for the services and to assure better control over the delivery of the components of the ROCIP program. The services provided afford more than just safety site inspection services. We identified a need for actual safety management responsibilities related to safety. In most OCIP programs where safety is successful a firm is hired (subcontracted) to provide those services. This structure allows the City to deal directly with the safety firm. 

It is anticipated that both the Construction Safety Management services selection process and the Administrator services selection process will be completed by Mid-March 2013. The Administrator is responsible for estimating insurance costs for the program to be included as a part of this RFP. It is our goal to have the insurance coverage bound by May 1, 2013.
Project Information/Parameters

The City has conducted an analysis of construction projects anticipated over the next five years. Refer to Attachment B for a list of future anticipated projects identified as ROCIP VI candidates. This list is not all inclusive but will provide (basic) project foundation information for the new program. The schedule of projects is subject to change; whether a project moves forward into construction or not depends upon many factors; i.e. obtaining access to easements, market capacity, bonding approvals, costs of materials, etc. It is likely that some of these projects will not be included in the program but others not shown will be added.

The parameters for projects to be included in ROCIP VI are as follows: 

· Construction projects valued at $2,000,000 or more  

· Labor Intensive 

· Site specific

· Construction start date after May 1, 2013
· Project final acceptance date before May 1, 2018
· Construction projects with these characteristics will NOT be included in the program:

· Hazardous waste abatement or remediation 

· Electric utility substations

· Sidewalk or street overlay as primary scope of work

5.
INTRODUCTION

Coverage to be provided by the ROCIP includes general liability (GL), workers' compensation and employers’ liability (WC), and excess liability. Coverage should be broad and the City's ability to participate in the selection of coverages, limits, deductibles and conditions is mandatory. The City will entertain incurred loss and paid loss program options.

The City requests an estimate of the insurance cost for the program(s) without contact or negotiation with the carriers. 

· The City does not have nor does it plan on implementing any drug testing program for contractors.

· The City does not nor does it plan on requiring contractors to implement a return to work program.

· Due to the potential number and types of projects the City will not include builders risk insurance in this solicitation.

Services are expected to commence immediately upon award of the contract. Failure to meet the proposed service schedule may result in penalties to the Administrator.

MINIMUM REQUIREMENTS FOR ADMINISTRATOR SERVICES 
1. Design, Marketing and Implementation of Insurance Program

a) Analyze project hazards and recommend appropriate level of risk retention and transfer and design an insurance program that protects the City from loss.

b) Develop the underwriting submission/“scope of work section” for presentation and submit package to insurance carriers who can provide the coverage and program desired.

c) Provide a thorough written analysis and evaluation of quotations from insurance carriers, including the electronic and sorting capabilities of their claims data system. 

d) Create a selection criteria matrix and coordinate the carrier selection and interview process.

e) Facilitate negotiations with selected insurance carrier.

f) Bind coverage and maintain insurance policies and coverage without lapses.

g) Review policies to verify conformance with specifications; request, implement and monitor all required coverage changes; participate in the negotiation of policy renewals, premium pay-ins, audit returns, reconciliations of all monies, and buy-out provisions.

h) Develop a notification letter to contractors notifying them of any property damage claims that may result in up to $5,000 being withheld from their City construction contract for the contractor’s general liability property damage deductible as outlined in the construction contract.
i) Review City construction contract documents and provide analysis and recommendations with regard to changes in authority, wording, and forms. This document can be viewed on line at www.ci.austin.tx.us/aeservices/toc.htm (Standard Construction Documents.  The insurance requirements are found in Section 00810).

j) Ensure all endorsements and coverage forms are correctly indicated in the City contract documents and other applicable forms and manuals where appropriate.

k) Coordinate adjustments and negotiations for close out of ROCIP VI program.
2. Policyholder Services Provided By the Administrator

a) Be available during regular business hours to answer phone calls and field questions; coordinate ongoing insurer services between all parties, including but not limited to:

· Providing assistance to contractor inquiries regarding elimination of insurance costs from bids,

· Providing enrollment support to contractors who need assistance at time of award, and

· Handling of all claims

b) Aid in the coordination of all data gathering functions and processes between all parties by attending meetings as required and documenting final decisions.

c) Communicate with and secure all data required for tracking purposes by following processes and procedures agreed to by all parties.

d) Develop detailed Procedures Manuals for the Project Managers and the Contractors with written procedures and flowcharts for all functions and activities.

e) Issue insurance binders, certificates, and policies to all contractors.

f) Secure and maintain evidence of auto liability and other insurance (such as builders risk) required by the contract from all non-enrolled and enrolled contractors working on ROCIP projects. This evidence of coverage once collected shall be forwarded to City Contract Management.
g) Secure and track WC and GL insurance coverage information for all enrolled contractors. Contractors are not required by the City to carry off-site insurance coverage. 
h) Give ROCIP presentation at all pre-bid and pre-construction meetings.

i) Organize program status meetings every month during initial and peak program phases, and as required during program phase-out and provide meeting minutes to City within two (2) weeks.

j) Provide a monthly status report, which includes detailed information concerning Contractor, Administration and Claims. 

k) Set up, coordinate and manage Insurer audit procedures and time lines, and collect and report payroll data from all enrolled contractors on a monthly basis.

l) Verify the accuracy of any bills, audits, and other premium adjustments.

m) Provide presentations and written information to Associated General Contractors and other professional organizations, Project Managers, Inspectors and other professionals to disseminate general information about the program.

n) Notify all enrolled contractors and project managers when ROCIP coverage no longer exists.

o) Coordinate a quarterly working lunch or other workshop for enrolled contractors in order to provide additional information related to the construction industry and ROCIP VI claims activity. Attendance has been approximately 15 people. Expenses have been borne by the broker.
3. Claims Management

The City expects the Administrator to pro-actively manage the losses experienced under ROCIP VI. This includes close oversight of reserve handling procedures of the carrier and frequent communication with the adjusters during the claims handling process.

a) Coordinate claims handling activities and processes between the carrier, City personnel, and the Administrator. Unbundling is not proposed; there are serious claims management concerns due to the number of different projects and poor claims reporting habits of the contractors. Administrator shall be required to assist in the management of claims reporting.
b) Facilitate education and training of the contractors regarding claims reporting procedures.

c) Provide on site claims services, when necessary, by interviewing witnesses and facilitating coordination of information required by the carrier. 

d) Monitor claims activity and provide this information in the form of a status report for the monthly meetings.

e) Provide recommendations for medical cost containment and other methods for reducing claims costs; perform analysis of reserves and negotiate claims issues with the carrier. Coordinate quarterly claim review meetings between City and carrier.

f) Assist City with all necessary support for the management of the contractors general liability insurance property damage deductible.

g) Provide additional safety site inspection services, if requested, during peak enrollment periods of the program.

4. Risk Management Information System (RMIS)

The Administrator is responsible for providing a risk management information system (RMIS) that is fully capable of reporting all relevant information necessary for the successful management of the program and completion of the reports as indicated in Attachments C & D of this RFP. 
5. Reports & Records

The City of Austin is tracking the performance of the ROCIP as a city program. The selected Administrator must have the capability to capture and provide essential data used to evaluate the success of the program. The Monthly Report, Net Cost Savings Calculation and Open Market Premium spreadsheets, as indicated below, contain information that is used as formal documentation for the results measure reported to the Budget Office. 

a) Monthly report to be provided at the monthly service meeting. This report shall at a minimum include:

· Number of projects enrolled in the program, percentage complete for each project, number of completed projects, number of active projects.

· Number of contractors enrolled in the program; number of enrolled contractors with no off site insurance, percentage of contractors identified as minority contractors by ethnic group (African American, Asian American, Hispanic, Native American, Women owned).

· Claims summary to include all claims. This spreadsheet highlights all new claims, provides a breakdown between GL and WC claims, identifies project, GC, contractor and claimant, DOL and description of loss. Sorting capability is critical.

· Premium recap providing projected values and payroll; completed project values, completed project payroll, losses for completed projects, losses to date for all projects

b) The Net Cost Savings Calculation Spreadsheet (Attachment C) is to be provided monthly. This spreadsheet contains data on completed projects only. 

c) The Open Market Premium Calculation Spreadsheet (Attachment D) is to be provided monthly as backup for the Net Cost Savings Calculation. This spreadsheet contains the specific rate and payroll information for every contractor of every tier. 

d) Subcontractor Report, due the 10th of each month. This report is for the verification of the small & minority contractor participation for the Administrators contract, if applicable.

e) Weekly enrollment report is to be provided to all project managers, Construction Safety Manager and others. This report is to help ensure all contractors providing construction services on site are enrolled in the ROCIP program.

f) Prepare Annual Reports and a Final Report for the City's Risk Manager.  Reports are to be Executive Reports and are due annually. 

g) Make all contractor files available to the City for audit purposes.

Administrator shall be responsible for storing and maintaining all paper records and documents associated with the ROCIP program for a period of five (5) years after the completion of the last construction project. The Administrator shall also back-up all data contained on any proprietary database and make these records available to the Owner upon contract completion.

Additional reports may be requested as deemed necessary by the City. All program information will be available upon request.

Legislation mandates municipalities comply with the Records Retention Act. The Administrator will assist the City by maintaining records as outlined above.

6. Special Provisions

Commit that the named principal and other key personnel responsible for the project will not be removed by the Administrator from the account without prior approval of the City.  Replacement of key personnel is subject to approval by the City's Risk Manager.  

If selected to provide services, work performed in the marketing of the insurance shall be conducted without charge to the City if the City determines that the insurance quotations or provisions received through the marketing process are not viable. 

Provide appropriate broker services until the insurance program provided by the carrier to the City is considered closed and final by the carrier, the City, and the Administrator.

Administrator shall be asked to perform as an agent of the City including issues related to confidentiality.

A statement of your compliance with all applicable rules and regulations of Federal, State and Local governing entities is required.  
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