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Subiect: he Insurance Department and Management Development

E. M DeCoursey's 6/30 letter on "Management Devalopment” prompted me
to ovaluate two different but related topics, my own career development,
and the present and future needs of the Insurance Department.

Looking at the latter first, I belicve that the Insurance Department is
facing an extremely heavy workload which, for the mo “t, is due to
the many changes that have occurred over the past three years. The
specific causes of this additional workload, which continues to increase,
arc the following:

Lo For 25 yoars prior to July 1976, J-M simply renewed its primary
canualty program with Pravelers. Starting with 7/76 J-M has
had two mator changes in this progrom with the last change
ronglting in the establishment of a captive insurance company
program,  Thede changen plas the operation of the captive have
vaauired additional work and sophistlcation to monitor and
contyol changes Ly policlies, roporting roquiromonts, and
aocounting.

For 10 yearu prior to 7/76, J-1 aimply rencwed 1ts umbrella
policy with essentiatly the sama companion an the year bafore.
Starting with 7/76, J-8 has had three major changes with the
last requiring a onc-wonth ecxtenagion before coverage could

by placed.  These changes not only cauned a tremendous amount
of work ab renewal, hot thoy also coreated eovorage probloms,
Lhat w2 are still trying to work out with the Legal Dopartment.
J-¥ 1s having to face and deal with very difficult insurance
coverage questions which most other companies do not have.
Many of these questions relate to asbestos disecase claims,

one of which is the date of accident qu-stion for product
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Liability claims, Workers' Compensation claims and employers’
Tiability ciaims.  Other open issuns relate to our pipe
products for which many coverage questions remain unsolved.

These questions have become more difficult to deal with bocause
J-M is no longer insuring with the same carriers year after year.
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4. JM is also faced with an increasing volume of difficult claims,
especially in the employers' liability area. We have gone from
possibly one claim in this arca in 1976 to over 60 in 1978.
Certainly we¢ have seen the same kind of dramatic volume increase
in the asbestos-related product liability arca and to some extent
in the auto liability arca as well.

5. Since Insurance became a separate department with its own budget,
which it didn’t have in 1975, there has been a significant increase
in budget and personnel dutices which did not previously exist.

J-Mhad the came insurance carriers year after year, and they used
the same insurance broker, M&M, year after year. Now that we have

made fumorous ¢hanges, J=M is attempting to develop records and record-

keaping procedares that were previously left up to the brokers and
innurance companics to maintain, In other words, we find oursclves
trying to catch up to Fulfill the needs of today by chanqing'pyo~
codures that vere based on the nearly static situation of three or
four yoars adgor ab the Same time, we continue to deal with a
qroator numbor of olaims and coveraage qunations,

T, the phiilanaphy of the Innprance Dopartment has chanaed from one

of hecping peaople dn the dark about dinasurance coveorages and promiums

to ane of RBeoplog teaple fully infarmed,  Thig not only reguives
adeiitional work, such as gpedating the =M {fncrrange Program Manual,
Ponual Audit Beport, and vty fonn Report, Lt alao requives
Ctans (hy phene & letter) due to the

arcater interest and apdorntanding of {asourance matters.

enpotuiing to additionsl ques

8. PFinally, the cost in inguranos haa risen 75%% from 1975 ta 1077

1 Canadian W/ . Morcovoer,
60 doey not even incbads the 3305 mil, paid for product
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Al of theso chane have been deall with by esnentially the game beadeount
as in 1975, The only ch was that i 19746, wo lost one
teadoount, along with a small part the o Bene Lt ITnsurancea for

whiich the Insurance Departmeant then had the responsibility.  We added
one pecson atb this time, bubt essentially we addedonly 1/2 te 3/4 of a
person because the departing employee was not working full time on

i

smployee Benefits, and so some of her work remained the responsibility of

the now replacement.
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. Previous to 7/76 thore was very little need to keep in-house records.
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Because of the extremely heavy workload, due to the causes stated above,
many tasks that need to be done are not getting done. Specifically,
these tasks are the following:

1. We need to establish a procedure by which all potential and actual
insurable product liability claims are reported to the Insurance
Departmenc so that we can properly report them to the carriers in
a timely manner. In the recent past we have depended on the Legal
Department for this information, and this procedure hasn't worked.
For erxample, there are approximately $1 million of small shingle
claims which have not been reported to the insurance companies
and which are potentially insurable. This is only one example;
there are others. My problem is that I do not have enough time
to spend on developing o system of identifying insurable claims.

I could do it, however, if I had a porson whom I could direct
and who could commit a significant amount of time in working with
the Quality Agdgurance managers to develep reporting procedurcs.

T b werth nating that Dick Von Wald has indicated to me that he
o hiving annthor Tawyer ac a Manadger of Product Tiability, My
conceri b that 10 the Tnanranee Department Jdoeon not have tho
reioyreen to o tackle this problem, which io an insuranco problom,
it will soon fall within the Legal Dopariment’s responsibiliby.

Ja We nead Lo dmprove our analysis of Mo bncured Workers' Compensation
elaimg, which amount ta 51 million por yvear,  We should be analysing

the clalm information recetved from innurance carriers to determine:

d. Are the yesory

hetng anveootly calonlated by Crawlford,
ho  Ixy the olaims pald by Crawfard all belong to JM,
o, Do the otal a pattorn of lasaoa that enigld he corrected?

3

Mo oyvou kinow, the legal Deparis

bt forming a nix-person group to

handle the seolf~-ingared Workers' Coms At oDy

toem #1, wy
to adenquately
A, they will soon beeome the responsibility of the

concern Lu that, 1{ Insurance does nob have the

periorm hese

Lagal Departwment.

w

N 3

Althouah we have ioproved the acscounting for insuranes prembums,

{
we sbill depend on the Accounting Depart

: moent i providing oding
and allocation assistance.  Also, we still do nat allocate all our
policion on the hasis of current lags rience {when possibley.
With mare rosources, we cotld da atl the cadiong and allncations
of 1

by current lo experiencs within the Insurance Dopartmoent.
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tinue to consulb with Legal.
this Information.

placed in Rocky Mountain as well as considering new relnsurance
arrangements to be used in conjunction with new policies.
bilities for savings in this area cannot be accurately quantified,
worth noting that ARM calculatoed that it
property insurance costs by over $400,000 a year by placing our

into Pocky Mountain and reinsuring into thelr pool, Hopewell.
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