State Risk Management Advisory Council

Minutes from December 5, 2003 Meeting

State Capitol Building, Office of Budget & Program Planning, Room 250

9:00 a.m. – 12:00 p.m.

Members present:  Scott Darkenwald, Hal Luttschwager, Allen Hulse, Greg Jackson, Tana Wilcox, Jacquie Duhame.  Absent: Randy Penton.
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Due to the limited time that Scott could join the meeting, the order of items on the agenda was changed.

The first discussion was about Variable Pricing for Major Coverages, attachment #7.  Brett stated that this option was client driven and would promote loss control.  Our clients have requested options for deductibles that would provide discounts on insurance premiums.  Our current property deductible option is $1,000.00.  Future options could be $2,500.00 or $5,000.00.  Our current auto deductible is $250.00.  Future options could be $500.00 or $750.00.  There will be no discount for automobile liability.   
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Brett advised that he had looked at our claims for the last six (6) years to determine what changes Variable Pricing would make.  He referenced attachment #3 to indicate the data for the last six (6) years. He then referred to attachment #8 and the suggestions from Tillinghast-Towers Perrin made when they were asked to recommend discounts for insurance premiums.  After discussions with them where Brett advised he didn’t want to expose our funds as much as they had suggested, Tillinghast agreed with our estimates and suggestions.  
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Tana asked how is the current rate set?  Brett advised the current rate is set at 1.5%.  

Scott asked if this had been requested by the agencies.  Brett answered in the affirmative.  He went on to explain the role of the advisory council in this decision.  

Allen advised he went with variable pricing this year.  The choices are $1,000 - $10,000, on real property, inland marine, and auto.   He found that only the larger cities took advantage of the opportunity.  He had started with a conservative discount to build a surplus.  There was a discussion of the options available, $250, $500, $1,000, $2,500.  

A vote was called for by Brett, the vote was unanimously in favor of variable pricing.  

The next discussion was on Auto Physical insurance.  Brett referred to attachment #9, Auto Projected Premium Discount that projected premiums after a 5% or 10% discount was applied.  The attachment showed the difference in total premiums collected after the discount was applied.

[image: image9.wmf]Attachment #7


Tana suggested that the first offering for a discount might want to be more conservative to keep the fund secure.  That way a cushion could be kept, then could offer a dividend option or larger discount later.

Brett advised we will be asking the agencies to continue to send us claims over $1,000 to document.  Allen suggested that even though you lose the statistics on the low dollar accidents, you gain less work in the office by not processing low dollar claims or keeping the records on them.  

Brett discussed the reactions our clients had during the client visits to our proposed discounts.  Tana suggested that we leave the discounts at our proposed amounts, not what Tillinghast suggested.  

Brett called for a vote on the Auto Physical discounts.  The vote was unanimously in favor.  Proposed discounts were $1,000 deductible – 10%, $2,500 deductible – 20%, with the $250 deductible remaining as is.  

Next topic of discussion was Commercial property.  Brett started the discussion with a history of our property insurance premiums and claims.  He explained that Travelers is now St. Paul, who historically does not do business with government agencies.  The big question is whether Travelers can remain autonomous and operate as they have been in the past, or whether St. Paul will dictate how they operate.  He stated that we have had 2 high losses in the last year, Havre Hail damage was $1,000,000 and the Foundry will be $500,000.  He asked what the rest of the council’s experience was for property insurance.  The State currently is self insured up to $250,000 with commercial excess after that up to our limits.  

Greg made a statement about replacement margin lost blanket coverage.  

Brett referred to attachment #13 and #14.  Attachment #13 is our current insurance program.  Attachment #14 depicts different possibilities.  
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Scott noted that the two losses this year would make a Captive a bad deal.  

There was a discussion about a Captive market and future coverage options.  An alternative would be debt financing through Bonds. 

Allen stated that MMIA used a Captive for liability coverage.  He shared his experience with a Captive market.  

A statement was make that some Government agencies have excess liability for Federal coverage only that does not waive the State tort caps.    

Tana shared that Northwestern is in a Captive for auto liability.  They are having problems with it.  If they don’t use the Captives administrator to process ALL of their claims they don’t get paid.  Northwestern has found that they can’t get money if they adjust their own claims.  

Greg stated he has found disadvantage of his Captive, debt financing and a letter of credit.  The Captive keeps asking for a revised letter of credit.  Allen stated he has had no problems with a letter of credit.      

Brett called attention to attachment #16.  He had met with Brenda Olson this week regarding a model for a Captive for Montana.  He advised that #4 on page 1 was a projected model based on data from the last five (5) years.  Brett discussed the difference between an association and pure Captive.
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Greg advised that Counties only are aggregate funded by groups.   

As a group, the advice was to go with a Captive.  There was a discussion on the pending Supreme Court decision for U.I. Stacking.  

Scott stated the object is to “minimize your maximum regret”.  

Brett presented a discussion on property loss prevention.  He advised that Michael Landon from Willis of Seattle works on loss prevention for the State with RMTD.  Brett referred to attachment #11which is about our Property Loss Management Program.  He described prior loss control efforts with the Historical Society.  He stated that loss prevention is MORE important if go with a Captive.  
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Allen questioned the first bullet of attachment #11.  What is ‘reasonable attempt’?  He felt we would be better served for the State to set objectives with criteria to be met and stronger (firmer) language.  

Greg and Allen will send what they currently are using for language of criteria for property loss prevention.  Greg also suggested that the safety committee set the criteria for a loss management program.  

Tana suggested that Michael Landon might help set general criteria for each department because each department might have different needs, i.e. Transportation, DPHHS, Justice.

The Council voted unanimously in favor of setting up a Captive for the State of Montana.

Brett discussed the start of Safety Day again and referred to attachment #12.  He shared information about previous Safety Days and the successes.  He stated that State Fund can’t self insure now due to budgets but if we sponsor Safety Days they might be able to give dividends to attendees.  

Attachment #11 can be found at:

http://www.discoveringmontana.com/doa/rmtd/css/02safetyloss/safetyday2001.asp

Tana felt that when trying to control worker comp costs communication is the most important part of success.

Allen stated that he felt it was VERY IMPORTANT that the Governor should give the speech.  It would send a better message than if the Attorney General gave the speech.

The Council voted unanimously in favor of having Safety Days again.  

Tana suggested that State Fund might contrive target events at the Safety Days from loss runs. 

Brett gave an explanation of attachments #3, 4, and 5.  He then gave a Power Point presentation on our Claims and reports system and the advantages.  During the presentation there was a discussion on file retention and removal of financial records from claims notes.  It was suggested that claims notes be discarded after seven (7) years. 
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The meeting was adjourned at 12:00 p.m. 
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		Agency		Self-Insured Premium- Comp/Collision		Comp/Collision Premium Discounts Applied to Self-Insured Premium

						5% discount		10% discount

		Auditors		$244		$12.20		$24.40

		Administration		$175		$8.75		$17.50

		Commerce		$407		$20.35		$40.70

		Corrections		$8,183		$409.15		$818.30

		Environmental Quality		$1,732		$86.60		$173.20

		FWP		$5,332		$266.60		$533.20

		Justice		$326		$16.30		$32.60

		Labor & Industry		$5,729		$286.45		$572.90

		Livestock		$2,872		$143.60		$287.20

		Military Affairs		$3,293		$164.65		$329.30

		Natural Resources		$6,865		$343.25		$686.50

		Revenue		$14,375		$718.75		$1,437.50

		Govenor's Office		$788		$39.40		$78.80

		Historical Society		$661		$33.05		$66.10

		OPI		$13		$0.65		$1.30

		DPHHS		$13,533		$676.65		$1,353.30

		PSC		$361		$18.05		$36.10

		Board of Education		$1,349		$67.45		$134.90

		State Fund		$5,311		$265.55		$531.10

		Supreme Court		$2,609		$130.45		$260.90

		Transportation		$0		$0.00		$0.00

		University System		$34,799		$1,739.95		$3,479.90

		Totals		$108,957		$5,447.85		$10,895.70

		Balance after discounts applied				$103,509.15		$98,061.30
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Historical Program

		$250,000,000		Commercial Insurance Limit $250,000,000						Commercial Insurance Limit $250,000,000						Commercial Insurance Limit $250,000,000						Commercial Insurance Limit $250,000,000

		$1,703,000				Insurance Premium $1,703,000

		$1,645,233										Insurance Premium $1,645,233

		$1,474,159																Insurance Premium $1,474,159

		$1,193,107																						Insurance Premium $1,193,107

		$1,000,000																				State SIR $1,000,000																						2003 Severe Hail Storm - Havre  $1,000,000 reserved

		$680,242				Insurance Premium $680,242

		$500,000														State SIR $500,000

		$391,913																												1992 Severe Hail Storm Havre total loss $391913.69

		$314,537																																						2000 Water main break MSU Bozeman total loss $314,537.04

		$294,153																																				1999 Water Main Break Pine Hills total loss $294,153

		$249,000								State SIR $249,000																										1999 Tornado Lewistown total loss $235724.71

		$235,724

		$184,707																														1992 Severe Hail Storm Lewistown total loss $184,706.99

		$181,500																																1997 Severe Hail Storm Helena total loss $181,500

		$163,124																																								2000 Fire at Red Bluff Ag Station total loss $163,124.11

		$149,000		State SIR $149,000

		$1,000		Agency Deductible $1000						Agency Deductible $1000						Agency Deductible $1000						Agency Deductible $1000

				Historical Property Program						Current Property Program						Possibility #1						Possibility #2

																														Commercial Excess Loss
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Claims and Lawsuits Application

Department of Administration

Risk Management and Tort Defense Division
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Claims Screen – List of Claimants
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Claims Coversheet Report

















Claims Screen – In Enter Query Mode

















Claim Lawsuit Screen
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Acknowledgement of Claim Letter







Casualty and Auto Loss Assignment







Medical Release Form
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Payment Authorization Parameters Form







Proof of Loss Form
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Days Turnaround Schedule







Property Casualty Statistics
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Claim and Lawsuit Loss Activity–Screen 1 
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Risk Management & Tort Defense Division
State of Montana

reviewer =18]x]

1625 11th Avenue
CASUALTY AND AUTO LOSS ASSIGNMENT H:\e?aﬁ;? zﬁn;ngzg

(406) 444-2422
Fax: (406) 444-2592
madams@state. it us

TO: John Bandy (406) 442-6957
Mt Clairms Senvice Of HI Fax: (40) 4422233
P.0. Box 5390

Helena, MT 59604

NUMBER OF PAGES INCLUDING COVERSHEET:

REPORT TO THE ATTENTION OF:  Marjie Adams
I ACKNOWLEDGE RECEIPT OF ASSIGNMENT
PROVIDE INITIAL REPORT BY: 12/04/2003

CLAMANT:  Helena Foundry Fp
AGENCY: Department Of Fish, Wildife & Parks
CLAMNO:  PIST7I-FW

DATEOF LOSS: December 1,2003

TYPEOFLOSS: Darmage As A Result O A Fire(Non-Arsor).

PLEASE PERFORM SERVICES CHECKED (REFER 70 APPLICABLE PERFORMANCE STANDARDS 5. ILLING GUIDELINES.

K EVALUATELIABILITY
[ WEGOTIATE SETTLEMENT
[ ERBAL STATEMENT SUMMARS CLAMANT  WSURED wTus . -
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STATE OF MONTANA

RISK MANAGEMENT & TORT DEFENSE INVISION

CLAIMS & LAWSUITS APPLICATION

[Record 171
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December 2, 2003 Bl
Albert L Banwart

2980-E Moursing Dove P1
Waldort, MD 20603

RE ClamNo:  G15738-TR/BZ

Dear Albert L Banwart
Your claim against the State of Montana was received in this office on Novermber 19, 2003.

W have requested a report of incident from the Department Of Transportation, Bozeman, and we are
conducting an investigation into this matter. We will contact yon as needed during this investigation
and when a determination is made on the merits of your claim.

Please direct any further correspondence or information concerning this matter to my attention at the
above address

Sincerely,

Marjie Adams
Senior Claims Specialist
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STATE OF MONTANA

Risk Management & Tort Defense Division

Days Turnaround Schedule

Prior 1 Yearsasof 2004

SUMMARY BY AGENCY/LINE OF COVERAGE

& Parks

Line of Coverage

Butonckils Liskilivy
Coup/Collision Vehiale
General Lisbility
Propercy Insurance

Rverage Days
Received ~

Rverage Days
Paia

s

a9

Rverage Days
Resolved v

s

a9
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AUTHORIZATION FOR RELEASE H
OF MEDICAL INFORMATION

TO,

PATIENT. Les Abenroth
ADDRESS: 4800 Carolin Lane
Florence, MT 59833

BIRTHDATE:
SS#

Thereby request and athorize all doctors, nurses, technicians and hospitals, frequested by
any attorney or claim examiner of the State of Montana, Department of Adminisirafion, Risk
Management & Tort Defense Division, located at 1625 Eleventh Avemue, P. O. Box 200124,
Helena, Montana 59620-0124, to furnish said attorney(), claim examiner, or anyone designated
in writing by them, all records and reports, including x-rays/MRT's and photo stafic copies,
abstracts or excerpts of all records and any ofher information they may request relafing to any
examination, ireatment or opinion concerning any condition that I may have had i the past or
presently have now.

Your assistance and cooperafion is greatly appreciated.
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December 4, 2003

Dr. Sheri Howell
1234 Main St
Helena, MT 59601

Patient. Les Abenroth
Date of Injury: May 30, 2003
ClaimMo:  G15350-TRIMS

W are advised that you have rendered medical aftention to the above patient for injuries received in an
aceident on the date indicated.

Attached is a duly executed authorization to furnish this office with full reports and notes on the condition

of this patient while under your observation or care, including history, findings, diagnosis, progaosis, test
results, and x-ray/MRI results

Sincerely,

Tennie Younkin
Claims Specialist

Enclosure
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RISK MANAGEMENT & TORT DEFENSE

claim payment authorization STATE OF MONTANA
—

AGENCY: Abenroth

CLAIM NO: G15350-TRMS

AMOUNT: $1,000.00

DESCRIPTION:  Asphalt Gave Way Under Truck

INSTRUCTIONS: Example

Approved;

December 4, 2003

Date
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AGENCY: Department Of Transportation, Missoula
CLAM NO G15350-TRIMS
DATE OF LOSS: May 30, 2003
LINE OF COVERAGE General Liability
CLAIMS SPECIALIST: Jennie Younkin
DESCRIPTION Asphalt Gave Way Under Truck
PAYMENT RESPONSIBILITY:
Total Loss $1,000.00
Agency Portian
Deductible $250.00
Cost of Property Update $.00
Net Amount Due from Agency $250.00
Assurmed by Risk Management & Tort Defense Division $750.00
PAYEE INFORMATION
NAME AMOUNT
My Auto Bady Shop $1,000.00
1234 Main St

Helena, MT 59601
Total Amount to be Paid $1,00000
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Release - The undersigned Releasor for the ahove sum of money and in consideration for
payment of such sum, fully and forever releases and discharges Releasee, Releasee's heirs,
personal representatives, SUCCESSOrs, assigns, agents, partners, employees, and attormeys from
any and all actions, claims, causes of action, demands, or expenses for damages o njuries,
whether asserted or unasserted, known or nknown, fareseen, or unforeseen, arising oLt of the
described occurrence

Future Damages - Inasmuch as the injuries, damages, and losses resulting from the events
described herein may not be fully known and may e more numerous or more serious than it is
naw understoad or expected, the Releasor agrees, as a further consideration of this agreemert,
that this Release applies to any and all injuries, damages, and losses resuling from the
occurrence described herein, even though now unanticipated, unexpected and unknawn, as wel
as any and all inuries, damages, and losses which have already developed and which are now
known or anticipated

No Admission of Liability - It s understond that the above-mentioned sum is accepted as the
ale cansideration for full satisfaction and accord to compromise a disputed claim, and that
neither the payment of the sum by Releasee nor the negotiatians for setdement shall be
cansidered as an admission of liziliy.

Apportionment of Payment to Lienholders - This payment shal be apportioned by Releasor
amang dactors, haspitals, all oifer health care providers and services, and any other individuals,

campanies, agencies, warkers' compensatian insurers or agencies, poltical subdivisions, or
attormeys wha may have valid liens or rights of subragation or reimbursement, and Releasor
agrees to indemnify Releasee from and against all such claims by such parties, including
payment of attomey's fees and costs.
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Agency NUMBER % LOSS.
FY OF CLAIMS INDEMNITY LOSS TOTAL
RECEIVED LOSS TITLE CLAIMS VS PAID  ADJUSTMENT PAID
COVERAGE EXPENSES
CLAIMS PAID
FY2004 DEPARTMENT OF CORRECTIONS
AUTOMOBILE LIABILITY
STRUCK OTHER VEH.-SIDE IMPACT 1 100.00% 923.00 23285 1,155.85

GENERAL LIABILITY

CIV. RIGHTS-STAT./CONSTIT. 16 64.00% om0 om0 om0
MEDICAL MALPRACTICE 1 4.00% om0 om0 om0
PAROLE/PROB./RELEASE-SUPERVIS. 1 4.00% o 1602 162022
WRONGFUL DISCHARGE 1 4.00% 00 297800 2978.00
WRONGFUL DETENTION - INMATE 1 4.00% o o o
WRONG DETENTION - OTHER 3 12.00% o o o
CARE,CUST. ,CONTROL-PROPERTY 2 8.00% o o oo~

GENERAL LIABILITY - SUBTOTAL % 0 4582 159822

FY2004 - SUBTOTAL % 92300 483107 575407

GRAND TOTAL 6 92300 4831.07 575407
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MONTANA STATE GOVERNMENT

Database Acti

fo

REPORT PARAMETERS

Report Order  Expense Limits

Query Date

nce  Claimant No Limits LossDate from 07/01/2003 to 12/04/2003
RESOLVED REQUESTED LAE INDEMNITY INCIDENT _ CLAIM DESCRIPTION
DATE AMOUNT

HITAND RUN 05 0208 VIN #
2G1WL52J911255089 HIT
AND RUN
VEHICLE STRUCK ~ FIRE FIGHTER STRUCK
BOULDERS BOULDER IN PASSING
LANE OF HIGHWAY
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MBER % LOSS % LOSS
OF  CLAIMS INDEMNITY  LOSS TOTAL  RESERVE TOTAL EXP
LAIMS VS PAID  ADJUSTMENT PAID  AMOUNT  INCURRED VS
COVERAGE EXPENSES LOSSES  COVERAGE

CLAIMS PAID EXP

DEPARTMENT OF CORRECTIONS

1 100.00% 923.00 23285 115685 0o 118585 100.00%
1,15.85
16 64.00% 0o 0o 0o 0o oo 0.00%
1 4.00% 0o 0o 0o 0o oo 0.00%
1 4.00% o 102 102 W N2 BA%
1 4.00% 0 297800 297800 0 297800 BATE%
1 4.00% w m m @ m 0.00%
3 1200% w m m @ m 0.00%
2 8.00% w w m @ w 0.00%
F3 00 4522 4Em 22 W 45822
E3 92300 AEI07 575407 m 575407

% 92300 483107 575407 o 575407
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MONTANA STATE GOVERNMENT

Database A
REPORT PARAMETERS
Agency Id Classification Coverage Code  ReportOrder  Expense Limits
R AllCleims, Potential Al Lines of Inswance  Claimant No Limits
Claims and Lawsuis)
cLaM L0ss SUBROGATED LOSS  RESOLVED REQUESTED LAE INDEMNITY
) DATE  DATE AMOUNT

AGENCY: DEPARTMENT OF TRANSPORTATION

EPARTMENT OF TRANSPORTATION

STRUCK BY OTHER No 11192003
VEHICLE

G15685  HIGHWAYMANTENANCE-  No  07/30/2003 [
DEBRIS

DEPARTMENT OF TRANSPORTATION: 2 Claims

DEPARTMENT OF TRANSPORTATION: 2 Claims

TOTAL: 2 Claims
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MONTANA STATE GOVERNMENT i
CLAIMS & LAWSUITS ACTIVITY
REPORT PARAMETERS
Agency 1d Classification Coverage Code All Claims Re
CR Alf (Claims, Potential Claims and Lawsuits)  All Lines of Insurance Open, and Alf

during Fiscal

NUMBER  WUMBER  WUMBER
OPEN  RECEIVED RESOLVED

REQUESTED
AMOUNT

[TOTALS

DEPARTMENT OF CORRECTIONS m % 40,680,150.45)
DEPARTMENT OF CORRECTIONS il 2 9,181807.20)
DEPARTMENT OF CORRECTIONS, BOARD OF 2 5,000.00)
PARDONS
DEPARTMENT OF CORRECTIONS, STATE PRISON 54 10 3 3014334325
DEPARTMENT OF CORRECTIONS, PINE HILLS 2 13 750,000.00)
SCHOOL
DEPARTMENT OF CORRECTIONS, PROBATION & 7 1 350,000.00)
PAROLE
DEPARTMENT OF CORRECTIONS, SWAN RIVER 1 250,000.00)
FOREST CAMP

[STATE AGENCIES 114 % 40,680,160.45)

114 % 40,680,150.45)
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MONTANA STATE GOVERNMENT H
CLAIMS & LAWSUITS ACTIVITY
REPORT PARAMETERS
Coverage Code Al Claims Received, All Claims Resolved, Alf Claims
its) Al Lines of Insurance Open, and Alf Claims for which payments were made
during Fiscal Year 2004 as of 12/04/2003
NUMBER  HUMBER  HUMBER REQUESTED RESERVE Loss IWDEMNITY
OPEN  RECEIVED RESOLVED AMOUNT AMOUNT  ADJUSTMENT
EXPENSE
m % 6 40680,150.45 53730000  899,036.58 1,026,778.32
il 2 3 9,181807.20 32000000 16318890 15254773
2 5,000.00 50000 607.00
54 10 3 3014334325 9980000 60187054 87423059
2 13 750,000.00 700000 3586451
7 1 350,000.00 1000000 1609554
1 250,000.00 10000000 8142999
114 % 6 4068015045 53730000 8990358 102677832
114 % 6 40680,150.45 53730000 69903658 1026778.32
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RISK MANAGEMENT & TORT DEFENSE
Property/Casualty Statistics
Agency. DEFARIMENT OF FIsH, WILDLIFE & PARKS
Line of Coverage: All - Classincaton: All

= Namberof Nambersi denniy5Pad  ALAESPAd  Toa9PaH  TotSinoured  Average SPad verage s
oar Claims ' Clms (Clims Received) (Csins Received) (Clims Received) (Clins Recaived) (Olins Received)  ieured (Caims

Receved  Resaved Recaivesh

SUMMARY

v pror 1932 T 4 s0ss 1smesnss  469a01E0 46930160 w6378 w6378
Frias 2 W e Sae0s S8 15345736 72854 72854
Friass 1a 14 ea,56048 SsaT0T eSS 1e402ss ey ey
Frrass 14 2 1305671 66730 1372481 1372481 a0 a0
Fyiass 3 8 22808 28485 851371 51371 si1644 si1644
Fyiass 1a " 1888347 247451 205738 2105798 10831 10831
Fyraar = 14 e se7s272  1MABAS 13146818 snise snise
Fyias z 7 aeps2sr 1BANEE 12315435 12315435 ase127 ase127
Friass » = a7 iS00 12020279 12420278 presn presn
Fvaom0 % 1a 126115 26288 3560003 3600403 149183 150017
2001 » = 7868 5478319 o gsa7 a3 35226 382073
Fvao2 = 5 1sepaar ;205359 1mMsese 2031950 Ba4540 e
o 18 00 Lo caisa s is sssazale




=lo/x|

Fle Edt ook Field Record Query Report Window Help

[ [ty c[»[ A [2[0@ B(a[2] O[] H
N =lojx|
Subrogated

i Information
Claim Id Receive Date Resalved Date
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STATE OF MONTANA
Department of Administration

Risk Management & Tort Defense Division
As OF - 11/27/2003

CLATM INFORMATION:

Claim1d  A96-223 Receive Date: ~ 04/05/1996  Resolve Date:  07/17/1996  Subrogated:
Stams:  CLAIM Line of Coverage AUTOMOBILE LIABILITY
CLAIMANT INFORMATION:
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Address

City. State: Zip:
INCIDENT INFORMATION:

LossDate:  03/23(1996

Agency. DEPARTMENT OF TRANSPORTATION, BUTTE

Tncident WINDSHIELD
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Contract Adjuster. Reserve Amount

Damage: VEHICLE DAMAGE Deductible $.00
Loss:  HIT VEH BODY/WIND. W.OBJECT Indemnity Paid:

Canse:  NEGLIGENT USE OF A SNOWPLISAND LAE Paid $78.00
DECISION AND JUSTIFICATION:

WIQMC)

ADJUSTED BY: TITLE:

DATE ADJUSTED:

REVIEWED BY: TITLE:

DATE REVIEWED:

APPEAL REVIEWED BY: TITLE:

APPEAL DATE:
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Sheet1

		$250,000,000																						Commercial Insurance Limit $250,000,000

		$1,662,547																								$1,662,547

		$70,000,000																		Commercial Insurance Limit $70,000,000

		$20,200,000										Commercial Insurance Limit $20,200,000

		$10,000,000		Commercial Insurance Limit $10,000,000

		$5,000,000						Commercial Insurance Limit $5,000,000

		$2,000,000

		$1,500,000		State SIR $1,500,000				State SIR $1,500,000								Commercial Insurance Limit $2,000,000

		$750,000

		$249,000																						State SIR $249,000

		$149,107				$149,107

		$149,000

		$71,411												$71,411				$71,711

		$99,000										State SIR $99,000				State SIR $99,000				State SIR $99,000

		$43,894

		$43,247																				$43,247

		$20,000

		$8,750
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		$1,000		Agency Deductible $1000				Agency Deductible $1000				Agency Deductible $1000				Agency Deductible $1000				Agency Deductible $1000				Agency Deductible $1000
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State of Montana Property/Casualty Insurance Program
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A

		Attachment #7

		Risk Management & Tort Defense Division

		Variable Pricing (Deductible Insurance Alternatives) for Major Coverages

		17-Feb-03

		Line				Alternative #1 - Agency $1,000 Deductible												Alternative #2 - Agency $2,500 Deductible										Alternative #3 - Agency $5,000 Deductible

		Of Insurance (1)

						Proposed		#Claims		Total $ Paid		Total $ Paid				Proposed		#Claims		Total $ Paid		Total $ Paid				Proposed		#Claims		Total $ Paid		Total $ Paid

				Current		Agency		w/i Agency		w/i Agency		w/i RMTD		Indicated		Agency		w/i Agency		w/i Agency		w/i RMTD		Indicated		Agency		w/i Agency		w/i Agency		w/i RMTD		Indicated

				Deductible		Deductible		Deductible		Deductible		Deductible		%Discount		Deductible		Deductible		Deductible		Deductible		%Discount		Deductible		Deductible		Deductible		Deductible		%Discount

		Auto Liability		$0		$1,000		1468		$260,292		$1,935,123		12		$2,500		1681		$597,054		$1,598,361		27		$5,000		1735		$774,478		$1,420,937		35

		Auto:		$250		$1,000		212		$34,249		$462,912		7		$2,500		272		$129,765		$367,396		26		$5,000		283		$225,002		$272,159		45

		Physical Damage

														4

		General Liability		$0		$1,000		2775		$241,965		$5,449,564				$2,500		2955		$536,388		$5,155,141		9		$5,000		3002		$693,868		$4,997,661		12

		Property		$1,000		$1,000		167		$167,000		$2,621,963		0		$2,500		224		$509,491		$2,279,472		13		$5,000		267		$662,276		$2,126,687		19

		(1)  This schedule is a summary of major insurance coverages only, and is not inclusive of all limits and deductibles in the policies.   Aviation, boilers & machinery, fine arts, fidelity bond, inland marine,

		and specialty coverages were not included in the evalution because there are insufficient claims to justify the time and expense of administration.

		NOTE:  Losses are based upon claims filed between 07/01/97 and 02/17/03. Alternatives are based upon projections using historical loss experience.

		CONCLUSION: Proposed discounts must be conservative because they are based upon historical loss experience. Discounts that are too high may result in insufficient premium to cover catastrophic losses,

		while discounts that are too low do not provide enough incentive to particate in variable pricing plans.

		RECOMMENDATION: 5% discounts at $1,000 deductible for auto and 10% at $2,500. 5% discount for property at $2,500 deductible and 10% at $5,000.
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State Risk Management Advisory Council


Agenda


December 5, 2003


State Capitol Building, Office of Budge & Program Planning, Room 250


9:00 a.m. – 12:00 p.m.


I. Minutes of the last meeting – Judi Barnes


II. Risk Management & Tort Defense Division Claims


a. 2-9-303, MCA  (attachment #2)


b. Statistical indicators (attachments #3, #4, and #5)


c. Staffing assignments and re-organization (attachment #6)


d. Claims management  (database modification.)


III. Variable pricing (Auto physical damage and property).


a. Evaluation of proposed discounts at alternative deductible levels


      (attachement #7)


b. Actuarial recommendation (attachment #8)


c. Premium discount projections (attachment #9 and #10).


*Action item:  Will require a vote of the Risk Management Advisory Council.


IV. Property loss preservation


a. Reasoned justification


b. Proposal and discount  (attachment #11).


**Action item:  Will require a vote of the Risk Management Advisory Council.


V. Safety Day  (attachment #12).


**Action item:  Will require a vote of the Risk Management Advisory Council.


VI. Commercial Excess Insurance (Evaluation of Attachment Points)


a. Structure of Montana’s existing property/casualty insurance program


(attachment #13).


b. Property Insurance Risk Finance Alternatives  (attachment #14).


c. Review of commercial excess losses (attachment #15).


d. Funding alternative:


i. Debt Financing.


ii. Captive Formation (attachment #16).


iii. Higher Client Premium Assessments.  


e. Experience w. Debt Financing (Greg Jackson)


f. Experience w. Captive Formation (Hal Luttschwager).   


VII. Miscellaneous


Note: Discussion item.
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