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Introduction

The Michigan Universities Self-Insurance Corporation (M.U.S.I.C.) was established in 1987 making 2004 – 2005 its eighteenth year of operation. M.U.S.I.C.’s long-term strategy continues to emphasize sound risk control practices, active claims and litigation management, consistency in underwriting and the development and nurturing of long-term beneficial relationships with service providers.  This commitment has provided the members with stability and a solid equity position.

Financial Stability
M.U.S.I.C.’s audited financial statements for the fiscal year ending June 30, 2005 showed no material adjustments for the fiscal year.   M.U.S.I.C.’s net assets stand at $15.8 million, which reflects a decrease of $212,439 over the previous year.  This was attributed primarily to the declaration of the casualty dividend of $2.8 million which offset positive operating income and favorable investment results.  M.U.S.I.C. experienced a decrease in claim and claim expense reserves of just over $500,000.  Oakland University received a dividend check for $223,881 in February 2005.   These dividends will provide funding for numerous loss control and life safety initiatives on campus in the future. 

Risk Control

M.U.S.I.C. recognized cyber risk as a new and emerging risk for all of its universities.  For this reason, cyber risk was the focus of M.U.S.I.C.’s annual safety symposium.  The seminar generated a great amount of discussion on the challenges facing our institutions in protecting data and information systems.   Terrie Rowe, Assistant Vice President of University Technology Services, was one of the presenters and shared her expertise and experience with the group.  For the first time, Oakland University purchased cyber risk insurance coverage to protect against cyber exposures such as hacking and identity theft.  The Risk Management Office and University Technology Services worked closely to select a program best suited to Oakland University’s needs.

Significant Events in FY 2004 – 2005 
M.U.S.I.C. continues to be proactive in looking at ways to provide cost effective coverage to the membership.  M.U.S.I.C. moved to self-insure the auto physical damage program in 2004 – 2005, following the study of the auto insurance program during the prior fiscal year.  The self-insured coverage is broader and less expensive than commercial insurance.  Our loss results this year were as projected.
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Significant Events in FY 2004 – 2005 (cont.)

M.U.S.I.C. agreed to undertake a Risk Assessment Study next year.  The Risk Assessment Study will include analysis of emerging, common and uncommon risks across the membership.  The plan is to look beyond traditional hazard review and focus on operational and strategic risks. The project will culminate with risk maps and a workshop for the members.  

Risk Management performed noise testing at the University Services Print Shop and the Boiler Plant to ensure OSHA guidelines were being met.  The results were favorable in both locations and results were shared with both management and employees.   The Risk Management Office was invited to make a presentation to the Greek Organizations at the beginning of Fall semester on liability issues surrounding their activities.  Additional training was provided to Student Affairs and Facilities Management on ergonomics training.

Claims

Oakland University continues to perform well when compared to peers in each line of coverage under the M.U.S.I.C. program.  Claim payouts are consistently below the average for all lines as compared to our sister universities.  Oakland’s effort to reduce claim costs by taking a proactive approach to prevention, rather than remedying the problem after the claim occurs, appears to be working.  
Premium Comparison Policy
In order to affirm that the M.U.S.I.C. program offers competitively priced policies, the University independently bid the Property Insurance program in 2004 – 2005.  The University’s current program is with the Midwestern Higher Education Compact.   This is a collaborative venture that provides comprehensive property coverage for college campuses.  There are 71 campuses with total insured values over $47.3 billion.  As an individual entity in the market, the University was unable to find a competitive product either in terms of pricing or policy coverage.  The cost to provide a similar type of coverage would have resulted in a premium increase in the magnitude of 2.5 to 3.0 times.  The program will be bid again in fiscal 2005 – 2006 through M.U.S.I.C. to  determine if we can provide either improvements in coverage, management or pricing that would make business sense for the membership. 
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Conclusion

M.U.S.I.C. continues to evolve as the needs of the membership change.  A critical constraint facing all institutions in Michigan is declining budgets and a very competitive environment for existing budget dollars.  Through the commitment of all the member universities, M.U.S.I.C. remains a financially strong and stable corporation that provides sound property and casualty protection.
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