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Introduction

On September 11, 2001, our understanding of risk was changed forever.   Never before in a non-wartime situation had an attack on the magnitude of the World Trade Center taken place in this country.  As we each individually struggled with absorbing the risk potential in our own lives, insurance companies struggled with developing new risk models to accommodate catastrophic events previously considered such a low probability that in many cases they never actually charged for the coverage.   

Significant Events in FY 2001

The Michigan Universities Self-Insurance Corporation, or M.U.S.I.C., in its fifteenth year of operations faced one of the most difficult times in its insurance renewal history.  Insurance companies, in response to the catastrophic events of September 11th, requested extensive underwriting information.  Renewal premiums and coverage limitations were conveyed just prior to expiration and in the case of our property policy, well after the policy renewed.  In all, the renewal process of 2002 was chaotic.  We were faced with potentially astronomical increases in premiums and restrictions in coverage.
This was a time when the core philosophy and the strategic approach that M.U.S.I.C. has taken over the last 15 years proved to set the standard for higher education.   Long-term relationships with insurance carriers proved to be invaluable in achieving renewal rates that were rational.   Our philosophy of promoting loss control, claims management, and providing detailed underwriting data made M.U.S.I.C. the exception to the huge renewal increases experienced elsewhere.   Oakland University was able to achieve a renewal rate of less than 10% increase for our portfolio of coverages.   When we compare our ranking with the eleven universities in the M.U.S.I.C. Corporation, we have historically been below the average for claims paid and the number of claims incurred.  For renewal premiums paid for fiscal year 2002 – 2003, we also rank below the M.U.S.I.C. average.  We attribute these excellent results to strong loss control, aggressive management of claims, and a university community committed to a safe environment for students, staff and visitors.
Financial Stability

M.U.S.I.C.’s audited financial statements for the fiscal year ending June 30, 2002 showed that there were no material adjustments for the fiscal year.   M.U.S.I.C.’s member’s equity increased by $2.5M in 2002.  This was attributable principally to the decrease of case reserves for Errors and Omissions and claims expenses paid.   We experienced a decrease in the fair market value of investments driven by stock and bond market performance.

Claims

The Claims Service Provider used by the corporation greatly improved their systems this year, by expanding their web site to provide universities with Internet access to individual claims accounts.   This greatly enhances our ability to manage and track 
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claims.   Looking at a 5-year window, the frequency and/or severity of claims across the board for the corporation continue to improve.

Oakland University has performed well in claims management and risk control when measured against other members individually as well as against the median and average of the group.   We consistently are below M.U.S.I.C.’s median and average for

claim count and liability paid.   This is attributable to a continuous improvement approach to loss control by Risk Management, a strong partnership with the General Counsel’s office and the teamwork with faculty, employees and students to maintain Oakland University as a safe environment in which to work and study.

Loss Control

Loss control is a key aspect of University Risk Management.  The ability of a University to identify, measure, manage risks and minimize the ultimate cost of fortuitous events has a direct impact on the bottom line.  M.U.S.I.C. continued its focus on loss control in fiscal year 2001-2002.  The topic for the Fall Safety Symposium was Promoting Fire Safety on Campus.  This was followed by a three-day seminar on Life and Safety Code Training and how it applies to University facilities.  A workshop was held for the members’ General Counsels and Risk Managers and included such topics as Alternative Dispute Resolution, Privacy Issues and Defense Counsel Guidelines.  

Conclusion

The challenges that were presented to us during the past 12 months required a very flexible management approach to deal with the uncertainties.   The representatives from the eleven state universities as well as our service providers worked seamlessly to ensure that we were able to acquire the best insurance coverage for our state institutions at the best price possible.   The hard work that has gone into M.U.S.I.C. over the past 15 years and the continuous process improvement approach that the organization embraces ensures a changing and growing organization able to respond quickly and correctly to changing conditions.
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