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Introduction

The Michigan Universities Self-Insurance Corporation (M.U.S.I.C.) was established on May 28, 1987 making 2005-2006 its nineteenth year of operation.   The program continues to adapt and provide appropriate solutions to the changing face of higher education risk.   There are five working committees with volunteers from each of the eleven state universities, bringing to the table many years of risk management, claims handling, underwriting and legal experience.  This knowledge helps support the short and long-term strategic goals for M.U.S.I.C. and to maintain a program that is relevant in a shifting economic and business climate.  
Financial Stability
M.U.S.I.C.’s audited financial statements for the fiscal year ending June 30, 2006 showed no material adjustments for the fiscal year.   M.U.S.I.C.’s net assets stand at $17.1 million and reflect an increase of $1.34 million over the prior year.   The strong operating results are a consequence of a decrease in claims and claim reserves in the amount of $0.66 million and another year of positive investment performance of $1.04 million.  The increase in net assets takes into consideration a casualty dividend that was declared and returned to the members during the past year.  The Corporation’s investment report shows the total fund composite earned 7.43%, which exceeded our target rate.  
Risk Control

M.U.S.I.C’.s Safety Symposium targeted the topic of suicide awareness this year.   These annual loss control events continue to attract a large audience from all of the member universities, with this year’s attendance being in excess of 100 attendees.    The Claims and Loss Control Committee continues to develop its programs to address the corporation’s loss history and to focus on emerging trends in higher education.   
Significant Event in FY 2005-06
One of M.U.S.I.C.’s fundamental principles is that stable relationships with its vendors were not only important but would also be a keystone to the success of the program.  However, along with this commitment there has always been an insistence of the member institutions that we receive the best service at the most competitive price.  Marsh, the facility manager for the M.U.S.I.C. program, is contractually responsible for the administration and oversight of the program.  As part of the corporation’s due diligence, a third-party consulting company was hired to conduct an administrative audit to provide the M.U.S.I.C. board with an independent opinion of the overall quality of service provided, the reasonableness of the fee being charged, and the performance of the duties and responsibilities that were set out in Marsh’s Management & Services Agreement.  The audit was both detailed and comprehensive, concluding that M.U.S.I.C. is obtaining very good value for its fee and that Marsh’s significant resources in the Michigan region makes it difficult for competitors to match or exceed Marsh’s performance, particularly while charging a lower fee.
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To facilitate communication with its members and service providers, M.U.S.I.C. developed and launched a website earlier this year. This site allows the members to share documentation, policies, procedures and opinions.  It is a central location that is easily accessible for key information.  We are also testing the use of laptops for board and committee meetings to reduce the amount of paper documentation that is produced and handled.  This is a work in progress to see how we can best use technology to bring efficiencies to our work.
M.U.S.I.C. participates in an information sharing exercise with university insurance pools across North America.  This provides a forum to share strategies and to help benchmark our current procedures with the goal of maintaining best practices.  
Marsh, in its continuing effort to meet the high standards of its clients, has developed a Client Council.  The Client Council is composed of major clients representing various industries.  Marsh has invited M.U.S.I.C. to participate in the Midwest Client Council and M.U.S.I.C.’s representative is Catherine Lark, Director, Purchasing and Risk Management.   The Client Council discusses such topics as Marsh’s compensation structure, industry roundtables and client training opportunities.
M.U.S.I.C declared a casualty dividend of $2.1 million from reserve balances of closed policy years.  Oakland University received a dividend check in the amount of $197,656.   The Risk Management Department continues to identify and use the dividends to fund health and life safety projects around campus.
Claims & Litigation Management
Oakland University continues to perform well versus our peers in each line of coverage under the M.U.S.I.C. program.  The frequency of Errors & Omissions claims for Oakland University (University) has remained stable but has increased overall for M.U.S.I.C..   We continue to defend claims very aggressively; however defense costs have trended upwards for Errors & Omissions in 5 of the last 6 years but the University continues to perform below the M.U.S.I.C. average.  General Liability claim payments were negligible during the last fiscal year with only one claim reported and paid. General Liability claims continue to trend downwards in terms of frequency and severity, in line with the overall M.U.S.I.C. experience.
The Legal Committee conducted its annual workshop for risk managers and members’ general counsel.  The workshop topics included off-campus housing, coverage for counselors/mental health professionals and liability settlements.

Michigan Universities Self-Insurance Corporation Activities 

for the Fiscal Year Ended June 30, 2006 Report

Oakland University Board of Trustees

Working Session Agendum Item

January 10, 2007
Page 3
Premium Comparison Policy
The Property, Excess Workers Compensation and Medical Malpractice programs were bid out for the 2005-2006 fiscal year.  The incumbent carriers continued to provide the most competitive quotes so the business was not moved to other insurance companies.  This was the second year of M.U.S.I.C’.s self-insurance program for Auto Physical Damage and it continues to be very successful.  M.U.S.I.C. always looks for opportunities to self-insure various lines of coverage but only in situations that make strategic and financial sense.
Conclusion

M.U.S.I.C.’s corporate strategy continues to be sound with a solid focus on risk control, claims and litigation management and underwriting.  This strategy has provided the members with stability and a solid equity position throughout the history of the program.  The commitment to loss prevention and development of carrier partnerships continues to mitigate premiums for all members.  
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