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Introduction

The professional services firm Marsh Inc., manages the Michigan Universities Self-Insurance Corporation (M.U.S.I.C) account.  In its annual report for the year ending December 31, 2002, Marsh Inc. states “An unusual confluence of events has created very difficult insurance marketplace conditions for our clients.   The 13-year-long “soft” insurance market, which was marked by year-after-year declines in commercial insurance prices in the United States, began to reverse in early 2000.   Prices rose gradually until September 11, 2001, after which increases accelerated sharply.  Low interest rates, a depressed stock market and claims for mass tort liabilities such as asbestos contributed to market conditions.”

M.U.S.I.C. began its insurance renewal process for FY 2003 two months after the September 11th events.  University policies renew on July 1st of each year.  Market conditions were unstable and each projection brought an ever increasing worse-case-scenario of increasing premiums and deductibles, decreases in coverage and payment for features which had always been included in the policies. 

M.U.S.I.C.’s excellent history of loss control, in-depth knowledge of the University’s exposures, well-established partnerships with carriers, and attention to claim trends were key to controlling premium increases and restrictions to University policies.   Premiums increased for each line of coverage over the prior year, but less than originally projected and less than against widely used market benchmarks.

Significant Events in FY 2003

Michael Boulus, the Executive Director of the President’s Council for the State Universities of Michigan, attended the Planning & Oversight Committee meeting in May 2003 and received an overview of M.U.S.I.C’s structure, loss history and loss control programs.

M.U.S.I.C.’s Fall Symposium held during FY 2003 was on Campus Security.  It was well attended by members of M.U.S.I.C.  Representatives from Oakland University’s Police Department and Laboratory Safety Office attended the meeting.

Representatives of M.U.S.I.C.’s Underwriting and Claims & Loss Control Committees met with key insurance carriers as a way to ensure frank discussion regarding premium costs and risks.  The commitment to long-term relationships and loss prevention continues to be important drivers in managing costs. 

Financial Stability

M.U.S.I.C.’s audited financial statements for the fiscal year ending June 30, 2003 indicated no material adjustments for the fiscal year.   M.U.S.I.C.’s member’s equity
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increased from $11,771,870 to $16,632,724.  This was mainly attributable to an 

increase in the fair market value of investments   Net investment income finished the year at $1,098,634 versus a loss of ($526,147) for the prior year.   

There was a significant reduction in the indicated reserves for M.U.S.I.C. over the past 12 months.  Several factors contributed to the decline, including a reduction in the overall level of claim reserves which are down more than 50% from last year ($1,846,000 in 2002 to $903,000 in 2003).  M.U.S.I.C. has also been closing more claims than are opened, thus causing reserves to go down as well.  M.U.S.I.C.’s policy towards risk mitigation, prompt claim reporting, and adjudication of claims, all contributed to a decrease in outstanding claims liabilities.  Part of the decrease can also be attributed to M.U.S.I.C.’s actuary, whose approach while being conservative, is more moderate than the previous actuary.

Claims
Oakland University remained below the M.U.S.I.C. median for incurred and paid claims for General Liability and Errors & Omissions and slightly above the median for Auto Liability. 

Looking at the trend over the last 10 years, Errors & Omissions claims continue to become a larger portion of total liability both for Oakland University and M.U.S.I.C.

These claims tend to be expensive to defend.   In October 2003, Miller, Canfield, Paddock and Stone conducted a seminar on behalf of M.U.S.I.C. on employment-related issues, including such topics as discrimination, harassment, and the American Disabilities Act.  All divisions of the University were well represented at the seminar.

Loss Control

As part of Oakland University’s ongoing risk control efforts, loss control experts visited the University’s campus on three separate occasions this past year.  Two of the visits focused on liability exposures and the third concentrated on property issues.  While there were no major concerns expressed, several recommendations were made and those items are being addressed.

Last spring a Mold Remediation Seminar was held on campus that was well attended by representatives from Facilities Management.

Conclusion

FY 2003 was an exciting and challenging year for M.U.S.I.C.   Accomplishments include newly approved defense counsel guidelines, as well as review of attorney work-product file issues and looking at better ways to manage exposures and enhance relationships with insurance companies.   A new process for problem resolution was developed and implemented and paper documents continue to be converted onto Web portals for easier access by the members.
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M.U.S.I.C. is an ever evolving organization, anticipating changes in market conditions and risk.  The University continues to benefit by the strong relationships over the years with insurance carriers and service providers. 
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