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Nahai’s Risk Transfer Options for Project Owners and Developers

HOW GL WRAPS CAN WORK FOR SMALLER 
PROJECTS 

The world of construction liability insurance is vast and often 
complicated, particularly since the insurance industry offers a 
wide variety of options available to project owners and 
developers. 

As a project owner do I need my own general liability (GL) 

coverage or am I protected if I rely solely on my contractor’s GL 

policy? What type of policy do I need as a developer on a 

condominium project? What’s the difference between an 

Owners Contractors Protective (OCP) policy and an Owner 

Controlled Insurance Program (OCIP)? 

In this article, we answer these and other questions of vital 
interest to real estate developers.

R I S K  T R A N S F E R  O P T I O N S

1: CONTRACTUAL
This is the simplest risk transfer method. The owner is 
indemnified by the General Contractor (GC) who is under 
contract. Usually, under the GC’s program, the GC is 
contractually required to provide Additional Insured (AI) status 
to the owner. 

Cons:
• Having no insurance limits of their own, the owner is entirely 
dependent on the GC’s coverage, risking inadequate limits or 
coverage and under-qualified carriers. 
• The GC’s limits may be exhausted because of claims paid that 
are completely unrelated to the owner’s project.
• In most cases, the owner’s sole negligence will not be covered, 
and possibly contributory negligence, as well. 
• Even if a contract requires coverage, there’s no guarantee that 
the GC’s coverage will be available to the owner in the future.

2: OWNERS & CONTRACTORS PROTECTIVE 
(OCP)

This is a limited liability insurance policy purchased by the GC 
on behalf of the owner. The OCP provides the owner with their 
own policy, featuring its own limits. Sometimes the OCP is 
used in conjunction with the AI status under the GC’s program. 

Cons:
• The coverage is limited to the vicarious liability and 
supervision of the designated contractor. Sole negligence 
coverage is not included, and most likely, contributory 
negligence would also not be covered. 
• Other omissions include: contractual liability coverage and 
products completed operations coverage. 

3: GENERAL LIABILITY: PROJECT SPECIFIC – 
OWNER ONLY

This is a full General Liability policy purchased in the owner’s 
name, exclusively, offering the owner complete GL coverage, 
including premises and operations; contractual; products and 
completed operations, and if the owner intends to sell the 
property, extended completed operations for up to the statute 
of repose. 

The coverage is for the designated project only, and carries its 
own limits. The policy is underwritten by the insurance carrier 
based on the kind of project, the location, the GC’s reputation 
and the strength of the contract with the GC. Factors that may 
determine the contract’s substance, may include the 
indemnification and insurance requirements, including the 
limits, among other considerations. This type of coverage is 
usually substantially more expensive than an OCP, though 
much less costly than the project-specific GL policy that covers 
the owner and the GC, which we’ll discuss next.
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Cons:
• The GC’s liability insurance cost is still bundled into the bid 
which the owner has limited control over. 
• The GC still maintains their own policy therefore, the owner 
has limited control over the quality of the coverage. This could 
expose the owner’s GL program and limits to loss.
.

4: GENERAL LIABILITY: 
PROJECT SPECIFIC – OWNER & GC
 
Often called a Mini Wrap, this policy offers Full GL coverage 
purchased in the name of both the owner and the GC. Both 
parties enjoy full GL coverage, including premises and opera-
tions; contractual; products and completed operations, and if 
needed, extended completed operations for up to the statue of 
repose.  

The coverage is for the designated project only, and carries its 
own limits. The policy is underwritten by the insurance carrier 
based on the kind of project, the size of project, the GC’s 
reputation and the strength of GC’s sub-contract agreement. 
The sub-contract is usually evaluated based on the indemnifica-
tion agreement, required insurance, among other factors. The 
Mini Wrap is much more costly than an OCP and an owner’s only 
GL, but is not as expensive as an OCIP/Wrap project-specific GL 
policy that covers all contractors, including subs, enrolled in a 
project. 

Cons:
• Both the owner and the GC must share limits.
• The sub-contractors still maintain their own coverage. But 
because the cost of the insurance is bundled in the sub-contrac-
tor’s bids, the owner and GC have limited control over the cost 
of insurance.
• The owner and GC have limited control over the quality and 
limits of the sub-contractor's coverage. This may expose both 
the owner and GC’s GL program and limits to loss.
• Sub-contractors may have difficulty obtaining necessary 
coverage for certain types of projects and in certain venues. For 
example, condo projects or projects in Construction Defect 
states, among other circumstances. 
• The owner and GC may find it time-consuming and expensive 
to vet the sub-contractors’ insurance programs to ensure the 
coverage is adequate.

5: OWNER-CONTROLLED INSURANCE 
PROGRAM (OCIP/WRAP UP)

The OCIP/Wrap Up is a comprehensive GL project-specific 
policy bought by the owner. It covers the owner and all the 
contractors working on the construction project. The programs 
offer complete GL coverage, including premises and opera-
tions; contractual; products and completed operations, and if 
desired, extended completed operations for up to the statue 
of repose. The coverage is for the designated project only, and 
carries its own limits. The policy is underwritten by the 
insurance carrier based on the type of project, the size of 
project and the GC’s reputation. 

In the past, wrap up programs were used for just the largest, 
most complex construction projects. Owners with projects 
smaller in scope and on a limited budget were left to choose 
from lesser options. Not anymore. These days, OCIP/Wrap Up 
programs are becoming more and more popular, as owners 
and contractors realize the advantages for projects as small as 
$5M - $10M in hard costs, and many carriers even offer 
competitive programs with minimum premiums starting at less 
than $60,000. 

Pros:
Assured Adequate Coverage
How does the owner or GC know downstream contractors 
have the coverage necessary for a project? Indeed, it can be 
challenging, requiring a meticulous review of the policies, 
searching for coverage restrictions which may be hidden in 
multi-purpose endorsements. It can be an especially arduous 
endeavor when working on residential projects or projects 
located in CD states. 

With a Wrap Up, all the enrolled contractors share the same 
limits and coverage, which is usually higher and broader than 
policies they could secure on their own, so the painstaking 
vetting process is mostly unnecessary. 

The Expense 
The pricing for a Wrap Up program is often much better than 
what individuals might secure on their own. Plus, the true cost 
of the policy is disclosed and not an estimate bundled into the 
GC’s or subs’ bids. If an incentive to pad or mark-up the cost of 
insurance in an estimate exists, the Wrap Up virtually 
eliminates it, because the contractors recognize that the GL 
insurance costs will be deleted, if the contract is awarded 
under the Wrap Up.
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Claims
Because all enrolled contractors are covered under the same 
program, delays caused by dealing with multiple carriers is 
eliminated. Handling claims becomes consistent and efficient.

Cons
• The program appears to be more complex to set up and 
organize than it actually is.
• The program usually requires hiring a Wrap Administrator and 
a third-party peer review provider, which will increase the cost. 
However, these additional expenses are often offset by savings 
in bid deductions. 
• If a self-insured retention (SIR) is involved in a claim, the owner 
may need to hire a Third Party Administrator (TPA) to handle the 
initial stages of the claim.

6: THE ROLLING WRAP

If the owner has multiple projects underway, and anticipates 
more, there is another Wrap Up option to consider. It’s called a 
Rolling Wrap. This type of wrap is similar to a GL wrap, but it’s 
written in such a way to cover projects that will roll into to policy 
as they are ready to begin. A Rolling Wrap works best for 
owners whose projects are homogenous, where the GC and 
project type are consistent.

Cons
• If limits do not reinstate for every project, each one becomes 
exposed to limit erosion from losses unrelated to that particular 
project.  

OCIPs are complex and can seem daunting. Because the success 
of your project depends on the quality of your coverage, these 
types of programs require consulting with experienced agents 
and brokers whose expertise is in OCIPs. This article outlines the 
basics—the advantages and disadvantages of each program.

Today, OCIPs are becoming the most cost-effective way to 
insure even smaller construction projects. To create a program 
that best suits the specific requirements of your project, contact 
Nahai Insurance Services. With more than 35 years’ experience 
designing commercial and specialty policies to fit the needs of 
our clients, we offer the most comprehensive Wrap Up coverage 
available for construction projects of high-rise office buildings, 
condominium developments, manufacturing facilities, arenas, 
hotels, professional sports stadiums, and much more.
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WHY NAHAI?

ATTENTIVE SERVICE
LOCALLY BASED, GLOBALLY COMPETENT

COMPREHENSIVE INSURANCE SOLUTIONS
3 GENERATIONS RISK MANAGEMENT
METICULOUS ATTENTION TO DETAIL

NIMBLE AND RESPONSIVE
UNBIASED RECOMMENDATIONS

DEDICATED TO YOU

If you’re a project owner or a developer, get in touch 
with us for a thorough assessment. 

Nahai has you covered.


