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COI'$VL TANT F!Rlll 	 TASI( OAOER TIT!.£ 
. . 

Navigant Consulting, tno Insurance Affordability and Risk Quantification Study 
CONTRACTNVW!Im FUNO'M'e I SPLIT 	 DATE: 

54A0028 1 ~·912076 042T (100% State) 	 January 12, 2006 

1. 	 PROJECT I PROCE$SD.ESCRIP'fl0N 

• 	 Using a representative number of actual ongoing Department highway construction contracts, 
identity all construction risks for Which insurance is currently required under Section 7-1.128, 
"lh$urance,"·oftheStandard Specifications. 

• 	 Using risk management science andlikely industry practicas, guantitv -the identified construction 
risks for tM seleeted prQjects above..Including the method used to quantity the risks above, 
develop alternatiVe anatytical methods for the Oepartmenrs. use to quantify construction risks. 

• 	 lnvestigateaffordabilitY of insurance premiums under Section 7..:1.128, "Insurance," of the 
Standard Specifications with particular reference to smail and minority businesses in the state. 

• 	 In lieu of the single tier.insurance coverage required under Section 7-1.128, "lnsurance," of the 
Standard Specifications, recommend alternative insurance premium schemes includi!'!g a tiered 
approach in which the amount of insurance required iS based on a calculated or quantified risk. 

• 	 lnvestfgate·the tea$ibility of insurance pools for small contractors with the goal of reduced 
premiums thro4gh .btilk purchase power and .shared costs; 

• 	 Considerthe limitations imp0$ed byiSections 2782 and 11580.04 of the Civil and Insurance 
Codes of the.State of Califotriia respectively, and With specific reference to the State's High Court 
decision in.Hookerv. DE!p_artmentof T:ransportation,27C~t 4th 198 (2002), investigate.the 
feasibility and legal ramifications· it the Department obtains construction. general liability insurance 
as the "Named Insured." Solicit and provide actual insurance premium quotes tor the specific 
projects selected above, assuming the Department is the "Named lnsured.n 

II. 	 BACKGROUND 

It is the goal· of the·Department 1o increase participation of small and minority businesses in Its 
construction oontractiQg while maintaining a prudentrisk management poliqy through safety practices and 
indemnification.and in_surance requirements in Section 7-1.12, "Indemnification and Insurance," of the 
StandardSpecificatiQn5. The California Small BusinessCouneil (CSBC) subcommittee for construction, 
and to some extent, .large contractors'have complained about the single tier. insurance requirement under 
Section 7·1.128, "Insurance," ofthe Standard Specifications. In particular, they complain that the $5 
million excess/umbrella insurance is too high torsmall projects and prevents mar;wsmall ana minority 
businesses from participating in the Department's construction contracting. Instead of arbitrarily reducing 
the amount of insurance required under Section 7-1.128, "Insurance," of the Standard Specifications, the 
Department will investigate.the extent of the'probtem of affordability, and determine the feasibility of 
alternatiVe approaches including a tiered system based on well informed risk management decisions. To 
do so in a prudent and cost effective manner, the DE;lpartment needs to be able to identify and quantify 
the overall risks associated with each construrnion contract. This task order seeks to determine the 
extent of the problem, develop.alternative methods to quantify construction risks, and find alternative 
approaches to managing construction riSks including various insurance programs. 

Also, to improve its risk management options, the Depanment will investigate the feasibility and cost of 
insurance if the Department were the "Named Insured" instead of "Additional Named Insured" under 
Section 7-1.128. "Insurance," of the Standard Specifications. 
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111. 	 SCOPE OF SERVIOES 

The soope of work shall include but not limited to all of 1he folloWing: 

1. 	 Conducttelephoneintervlewf!wlthmembers·of the CaliforniaSmalf·Buslness Council. subcommittee 

on construction, and some large construction companies to establish the,extent Of problems with 

insurance affc:>rdabUity :under $eotion.7-1:12B,·~Insurance,"dftbe Standard Specifications. 


2. 	 Wdr!(ing with' the task e>rderrn<u1ager or'hisappointectrepresentative. put together a:task order team 

to. s¢Jet;tre,pre~~ntat!\(e, :numqer()f O~!]oing cpnstructicm c~:mtracts:for .which :ris~·.idt;mtification, risk 

qiJ~Itic::ation. ~n(fin~gr~ce)premium;ortditation ifDe,pattment:were1he "Named Insured,'' will be 

Pettc:>nned~under1his't~sk:orderL ·.. , ,·... . . ·. · 


3. 	 Of,!yeJ(,p(attetr1afive~nalyticai:IT\ettt.Ocls:foridentifyiAg and quantifying construction risks for each of 

ttle·.ccmstruction contraors setecte(U)y the taSk order team~ Each alt&i'native method shouldhave two 

distinct .qornponent$ as Jollows: {1)A s~[·of ,descriptiVe steps to :identi(y.risks, and.(~). an analytical 

process to aceurately quantify the, identified:rlsks.tnclude an ea~wto us.e quantity calculation sheet 

that P,oject developm~rit engineers nia,yus~;to quantify identified risks. 


4. 	 Using ~the O'letJ'lOds develgpea i11 No. 3 above, identify and quantity all construction risk tor the \ 
selected projects.in No, 2above. 

5. 	 Investigate the feasibility and legal ramifications if the Department obtains construction general 

liability insurance as the ''Named lnsured"considering Sections 2782 and 11 560.04 of the Civil and 

Insurance Codes respectively, and witti specific reference to the ~tate's High Court decision in 

Hooker v. Department of Transportation, 27CaL4th 198 (2002). 


6. 	 Solicit insurance premiUm quotes with the ~partmentas the "Named Insured" for coverage required 

unaer Section 7·1 ;128, ''Insurance," oflhe Standctrd Specifi<::ations for the projects selected above. 


7. 	 Compile all flf)dings and methods developed underthis task order into a written report and submit to 

the task orderrn<m&gerJor reviey.r and comments. . 


8. 	 Prepare and make a power point p.resentation to a group ofDepartment emplqyees and agents on 

the key findings in this task order duringwl'lich time you should be prepared. to answer questions. 


IV. 	 REPORTS AND ·MEETINGS 

Compile your findings and methods for use by the Department into a report and submit to the task order 

manager. Meet with task order manager as required, to accomplish the desired report. 


V. 	 PERIOD OF PERFORMANCE 

Work on this Task Order shall begin on January 16,2006 and end on Jone 30.2006. 

VI. 	 PROJECT SCfiEOULE 

Task Order signed ••.........•..•...... , .......................................................January 13, 2006 

Task Order Team meers .........................................................................January 25, 2006 

Preliminary Briefing ..............................................................................March 31,2006 

Draft report to Task Or'der Manager ............................................................April 28. 2006 

Draft reporn:crumedto Consultant With comments.............................................Mny 19.2006 

Final draft report to Task; Order Man~tger.........................................................June 2. 2006 

Power Point Presentation of key findings by consultant........................ ,.............June 13, 2006 

Final Report submitted by consultant to Task Order Manager ......•...................•...... June: 30, 2006 


VII. COST 

The Contractor will bG reimbursed for hours worked, in accordance with the cost estimate, and in 

accordance with the Master Contract. Total amount paid by the State under this Task Order shall not 

exceed $250,000.00. 
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VIIL TASK ORDER MANAGER 

Tile D~rtmenfls Task Order ~ger is Patrick Bockari. His telephone number is (916) 654-5196. 
His emm1 ad.dresScis patnck_hoclcari@dot.ca.gov. 

IX. SIGNATURES 

1certifythat this Task Order compr~es with.the provisions of Contract Number 54A0028, is necessary tor 
the S8fiSfactorycompletion 9f the product(!:i) contracted for, and that sufficient funds are available to pay
for this;work. 

I certify·that the description of work in this task order is comprehensive and the estimate and staffing 
· · e adequa1e. 

~· 
....... ,...,.___ 


PatriCk Bockari. Task Ordar Manager 

1 certify that the work described in this task order is neces ry to complete the project's contract 
administration or to assist the Division of Construction in achi its objectives. 

g~:;:;Program Manager 	 ~.lo£..-+--'~:......-'.~· 
Olvlslon of Corlstruetion 

IN WITNESS WHt:AEOF, this Task Order has been executed under the provisions of Contract No. 
54A0017 between the State of California. DePartment of Transportation, and Navigant Consulting. By 
signature below, the parties hereto agree that all terms and concfrtlons of this Task Order and Contract 
Number 54A0017 shall be in full force .and effect. 

State of California 
ENT OF TRANSPORTATION~GANTCONSU~lJNG, INC. 

~-~··-·-.·.--~
Oa 	· J. MHchell 


Ditector 
 Division of Constrvction/, ..... /"".

,~.,rr-6 	 Oate:.. . . .~L~_ 

mailto:patnck_hoclcari@dot.ca.gov


, Navi!J{II'lt Contultlng, Inc 
Taek ()(dar Number 9, Supplellient 1 

F>aga1 ota 

TASK ORDER NO.9, SUPPLEMENT 
CONSUl.TANT FIRM 	 TASK ORDER TITLE 

Navigant Consulting, Inc Contract Bonds Study 
CONTRACT NUMBER EA liUNO TYPE I SI"'..T 	 OATE: 

54A0028 54-912076 042T ( 100% State) 	 March 3, 2006 

I. 	 PROJECT I PROCESS DESCRIPTION 

• 	 This is Supplement No. 1 to Task Order No. 9, and all work described herein shall be in addition 
to the sc.ope of work in Task Order No. 9. 

• 	 Using the same representative number of Department highway construction contracts selected to 
be used in the Insurance Affordability and Risk Quantification Studies under Task Order No. 9, 
investigate and report the nature and extent of impediments to small and disadvantaged 
businesses in the Department's construction contracting due to proposal guaranty and contract 
bond requirements in Sections 2-1.07, "Proposal Guaranty,1

' and 3-1.02, ''Contract Bonds," of the 
Standard Specifications respectively. 

• 	 Sight at least three successful bond assistance programs by public agencies within the 
continental United States. At least one of the public agencies must be a California public agency. 

• 	 Evaluate strategies and present your recommendations for removing impediments to small and 
disadvantaged businesses due to the bonding requirements in Sections 2-1.07, "Proposal 
Guaranty,'' and 3-1.02, "Contract Bonds," of the Standard Specifications. 

II. 	 BACKGROUND 

Sections 2-1.07, "Proposal Guaranty," and 3-1.02, "Contract Bonds," of the Standard Specifications 
require prospective and successful bidders respectively to post financial guaranties in the torm of bonds 
as specified therein as part of the Department's construction contracting_ It is widely believed that these 
bonding requirements are impediments to small and disadvantaged contractors in participating in the 
Department's contracting. It is a Department goal to remove impediments or barriers to small and 
disadvantaged businesses in its construction contracting. and thereby allow a larger number of 
competitive bids while facilitating the growth and expansion of businesses in the state. This supplemental 
task order seeks to determine the extent of the problem posed by proposal guaranty and contract bonds 
in the Department's construction contracting, and to develop alternative bonding strategies to remove 
those impediments. 

Ill. 	 SCOPE OF SERVICES, SUPPLEMENT NO.1, TASK ORDER NO.9 

The scope or work for this supplement shall include, but not be limited to, all of the following: 

1. 	 Expand the telephone interviews for insurance studies to be conducted with members of the 
California Small Business Council, Small Business Subcommittee on Construction, and some large 
construction companies to include bonding impediments posed by requirements under Sections 2
1.07, "Proposal Guaranty," and 3-1.02, "Contract Bonds," of the Standard Specifications. 

2. 	 Obtain surety insight into the bonding impediments established from discussions with contractors, 
and from the sureties own perspectives. 

3. 	 Research existing or past bonding assistance programs by public agencies within the continental 
United States, including at least one California public agency in your studies. Present report of your 
findings with your analysis for their successes and failures if any. From your research and analyses, 
recommend bonding assistance programs to be implemented by the Department with the goal to 
removing impediments to small and disadvantaged businesses in the Department's contracting. 

4. 	 Expand the scope of the insurance studies' reports to include the bonding issues outlined in this 
supplemental scope of work. 
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IV. REPORTS AND MEETINGS 

Compile your findings into a report and submit to the task order manager. Meet with task order manager 
as required, to accomplish the .desired report. 

V. PI!RIOD OF PERFORMANCE 

Work on this Task Order Supplement shall begin. progress, and conclude concurrently with the insurance 
affordability and risk quantification studies under Task Order No. 9. 

VI. PROJECT SCHEDULE 

Supplemental Task Order signed .................................................................March 3, 2006 

Preliminary Briefing ..............................................................................April 12,2006 

Draft report to Task Order Manager ..............................................................May 3, 2006 

Draft report retmned to Consultant with comments .............................................May 15, 2006 

Final draft report to Task Order Manager............... .. . . . . . .. . . • .. . . . . . . . . . . . .. .. . .. . . .. . . . June 2, 2006 

Power Point Presentation ofkey fmdings by consultant.................................... June 13, 2006 

Final Report submitted by consultant to Task Order Manager .................................June 30,2006 


VII. COST 

The Contractor will be reimbursed for hours worked, in accordance with the cost estimate, and in 
accordance with the Master Contract. Total amount paid by the State under this Task Order Supplement 
shall not exceed $25,000.00, and when combined with the original task order no. 9, the total payments 
shall not exceed $275,000.00. 

VIII. TASK ORDER MANAGER 

The Department's Task Order Manager for the original and this supplement is Patrick Bockari. His 
telephone number is (916) 654-5196. His email address is: patrick_bookari@dot.ca.gov. 

IX. SIGNATURES 

I certify that this Task Order complies with the provisions of Contract Number 54A0028, is necessary for 
the satisfactory completion of the product(s) contracted for, and that sufficient funds are available to pay 
for this work. 

f:.{i; 

I certify that the description of work in this task order supplement is comprehensive and the estimate and 
~ed are adequate. 

Patrick Bockari, Task Order Manager 

mailto:patrick_bookari@dot.ca.gov
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z~ ~M 
IN WITN_ES~ ~HEREOF, this Task Order has been executed under the provisions of Contract No. 
54AOO,fi' between the State of California, Department of Transportation, and Navigant Consulting. By 
signature below, the parties hereto agree that all terms and conditions of this Task Order and Contract 
Number 54A0028 shall be in full force and effect. 

State of California 
DE J\R MENT OF TRANSPORTATION 

Director · 

o,,.,_ # 


