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The Puget Sound region continues to be under siege 
by tower cranes. It is rare to have a commute that does 
not include a construction site drive-by these days.  
If you are an owner, developer, and/or contractor, 
you have probably encountered an Owner Controlled 
Insurance Program, or OCIP, in some regard. The 
objective of this article is to provide a foundation of 
understanding of an OCIP, the basic structure and 
mechanics, as well as some pros and cons.

BASIC STRUCTURE & MECHANICS
An OCIP provides insurance coverage for all qualified 
parties involved in the onsite construction of an asset. 
In Washington, a monopolistic workers’ compensation 
state, insurance typically means general liability, 
which includes premises and completed operations 
liability. In other states, coverage may include workers’ 
compensation. Rather than rely on the traditional 
contractual risk transfer strategy with indemnification 
and insurance trickling down from owner to prime to 
subs, insurance is “wrapped” up into one program 
for the project (hence the term “wrap” policy). There 
are also Contractor Controlled Insured Programs, or 
CCIP’s, which are essentially the same but owned/
controlled by the general contractor. 

The primary policy is, for all intents and purposes, a 
general liability coverage form negotiated to closely 
match the onsite construction exposures. It should 
never be off-the-shelf. Some items underwriters 
can choke on (i.e. add exclusions or restrictions for) 
include cranes, environmental remediation, elevators, 
and post completion punch-list or warranty work. 
Another major consideration is the policy term for 
completed operations (i.e. construction defect). 
A well-crafted policy should avail coverage post 
substantial completion through the applicable statute 
of repose or 6 years in Washington State. Depending 
on the project size and complexity, there can be one 
or more excess liability policies to achieve more limits 
of insurance. The excess policies should follow the 
form of the primary policy as concurrently as possible. 

OCIP’s have one overall limit for all participating 
entities and can have a sizable retention or deductible. 
The underwriting process can be comprehensive and 
lengthy based on the scope and complexity of the 
project, so it is beneficial to start much earlier than 
traditional insurance procurement. Underwriters 
consider such things as a similar scope of work 
experience, claims history, and financial stability of 
the general contractor and critical subcontractors, 
depending on the project. Not all general contractors 
and subcontractors qualify for enrollment into an OCIP. 

In addition, review and certification of in-force 
insurance for off-site and/or excluded liability is 
required for all enrollees (for example, pre-fab 
work at a warehouse or automobile liability). All 
enrolled parties receive and must follow a detailed 
OCIP manual specific to the project. The manual 
stipulates guidelines and protocols, including the 
enrollment process, claims notification/handling, 
deductible allocation, and non-OCIP insurance 
requirements. A third party administrator is typically 
engaged to facilitate and oversee the management 
of the OCIP on behalf of the owner. OCIP insurers 
can also mandate a third party quality assurance 
or peer review consultant to monitor the project’s 
progress and support proper construction means 
and methods. Third party consultants generally 
earn compensatory fees, in addition to insurance 
premiums, relative to the tasks they perform.

SOME PROS
A well-crafted OCIP policy provides the owner 
control and confidence that the project and all parties 
involved have appropriate insurance in place during 
construction and post completion out until the statute 
of repose. From an owner’s perspective, this mitigates 
the concern of a subcontractor (and their insurance) 
not being around in the future should a construction 
defect claim arise. The master policy approach also 
eliminates the “finger pointing” post-claim that can 
occur when determining allocation of negligence and/
or liability. It mitigates insurance company subrogation 
and associated ill will between the owner, general 
contractor, and subcontractors, which can delay 
project completion. Economically, an OCIP approach 
can create cost efficiencies versus each party passing 
along their individual insurance expense (including 
overhead and tax). Finally, an OCIP grants the owner 
more control in claim negotiations with insurers.

SOME CONS
A poorly designed OCIP policy may actually provide 
less broad coverage then what a well-established, 
successful general contractor has in place. An 
unsophisticated owner may not have the experience 
with or knowledge of development related risk and 
exposures. The traditional risk transfer strategy 
avails multiple parties’ insurance policies that, if 
proper coverage has been negotiated, could add 
up to higher limits overall. Another concern with 
an OCIP is the time and effort necessary from an 
owner’s representative to coordinate with the third 
party administrator and peer review. These related 
expenses need to be contemplated. Lastly, the 
potential savings realized with an OCIP heavily rely 
on an equitable bid deduct process — where general 
contractors and/or subcontractors reduce their bids 
to account for minimal insurance they bring to the 
project versus traditional insurance pass-through.

PARTING THOUGHTS
All the moving parts must be diligently considered to 
determine if an OCIP makes operational sense and 
pencils out for each development project. Further 
complicating matters, and something we have not 
addressed, is the current OCIP marketplace and 
insurers varied appetite. If you go down the OCIP path, 
choose your risk management and insurance advocate 
wisely. Confirm he or she has proper knowledge 
and experience in crafting and negotiating OCIP’s 
including appropriate contract review and comment. 
May you go forth and prosper.
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