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As we begin to see signs of a market shift, at least
in some lines of insurance, risk managers may need
to consider taking their insurance program back to
the market to ensure the broadest coverage at the
best price. While shopping one’s insurance can result
in program improvements, contractors should not
sacrifice long-term benefits for short-term gains. This
session is a guide to improving an insurance pro-
gram through competition and negotiation. Guide-
lines on when and how to effectively shop your in-
surance are provided. Factors such as how many
proposals to solicit, whom to invite to participate,
and the general protocol for conducting a competi-
tive proposal process are identified. Suggestions for
preparing specifications and a timetable that will
help the process run smoothly are also provided.

Tuesday, November 14, 1:30-3:00 and 3:30-5:00 p.m.

Copyright © 2000 International Risk Management Visit www.IRMIl.com for more
Institute, Inc. Conference handouts.
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Steven P. Kahn, CPCU, ARM
Principal
ARM Tech

Mr. Kahn is presenter for Workshop A, “Marketing Your Insurance Program,” on Tuesday. He is
a founding principal of ARM Tech, a risk management, actuarial, and insurance consulting firm
located in Lake Forest, California. He serves as a consultant to corporations and public agen-
cies on risk management, property and casualty insurance, self-insurance, cash flow programs,
captives, and risk pooling programs. His experience also includes a year and a half as gradu-
ate assistant in the University of Georgia Department of Risk Management and Insurance,
where he instructed undergraduate students in statistics, computer programming, and insur-
ance and also performed independent research projects for the department head. He served 2
years at Hartford Insurance Group, beginning as a management trainee and advancing to com-
mercial casualty underwriter responsible for workers compensation and all liability lines.

He is past president of the Orange Empire CPCU chapter, past president of the Risk Manage-
ment Research Council, and a member of the Society of Risk Management Consultants. He
serves as editor of Practical Risk Management and is the author of articles for IRMI's The Risk
Report and discussions for IRMI's Risk Financing reference. He holds an M.B.A. from the Uni-
versity of Georgia in Athens and a B.A. in marketing from the University of Oregon in Eugene.
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Notes

This file is set up for duplexed printing. Therefore, there are pages that are intentional-
ly left blank. If you print this file, we suggest that you set your printer to duplex.



MARKETING YOUR INSURANCE PROGRAM

Introduction to Topic

Renewal Timetable:

A. Timing

B. Key activities

Planning M eeting

A. Rolesand responsibilities
B. Coverage and pricing goals
C.  Broker services

Broker Selection M ethods:

A.  Negotiate with current broker
B. Assignment

C. Redtricted bidding

D.  Wide-open bidding

VI.

VII.

VIII.

Steven P Kahn, CPCU, ARM
ARM Tech

Renewal Specification
Useof Insurers:

A. The insurance and distribution
chair

B.  Association pools and captives
C.  Allocating insurance markets
Evaluating Quotations:

A. Evaluating specimen policies
B. Comparing costs

C. Negotiating changes

Summary
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LIST OF EXHIBITS

10 Steps to Obtaining Best Results in a Tight Market i
Renewal Schedule
Planning Session Topics
Specific Renewal Objectives
Broker Selection Methods
Broker Services .
Broker Selection Steps
Renewal Data
Renewal Specifications

. Use of Insurers

. Analyze Quotations

. Negotiate Improvements
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10 STEPS TO OBTAINING BEST
RESULTS IN A TIGHT MARKET

Realistic time schedule. m
Careful planning.

Specific goals.

Careful broker selection.

Complete loss and exposure data. HH
Thorough specifications and underwriting submission.

Efficient use of insurers.

Analyze specimen policies. I

A 2 B m

Analyze quotes and negotiate improvements.

=
S

Negotiate always. Bid, if necessary.

Exhibit 1




RENEWAL SCHEDULE

Target
Completion
(Days Prior to I
Activity Renewal)
1. Initial planning session 150
2. Renewal objectives set 140
3. Renewal forecast obtained from 125
broker:
. Forecast acceptable — move to
step 8
. Forecast not acceptable — move
to step 4 HH\
4. Request for conceptual proposals 120
mailed
5 Conceptual proposals returned 95
6 Renewal data compiled 90
7. Brokers interviewed 85
8 Renewal specifications released 80
9. Broker and insurer questions answered 80 - 30
10. Quotations returned 30 Hm
11. Quotations analyzed 20
12. Negotiations completed and broker and 15
program selected
13. Binders issued 10
14. Renewal date 0
Exhibit 2

PLANNING SESSION TOPICS

Initial renewal objectives: m

Coverage changes
Initial rate targets and deductibles

Evaluate alternative programs (e.g., self-insurance or
association pool) I

Present risk to new underwriters

Restructure current insurance program (e.g., consolidate
some coverages)

[
Improve financial strength of insurers H

Improve broker service

Improve claims administration

Exhibit 3
Page 1 of 2




PLANNING SESSION TOPICS

Identify data needs and how data will be gathered:

Loss information

Exposure data

Property values

Safety program description

Description of operations (brochures, sensitive operations, etc.)
Description of claims handling program

Standard insurance and indemnity clauses

Q@ P00 oo

Establish time schedule
Consider which brokers to approach (if a change is indicated)

Consider which coverages to be bid (if any)

Exhibit 3
Page 2 of 2

SPECIFIC RENEWAL OBJECTIVES

1. Refined rate or premium targets

2. Deductible/SIR targets

3. Coverage improvements

4. Improved or additional services

5. Evaluate alternative coverage sources

6. Improve insurer financial strength

Exhibit 4
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BROKER SERVICES

1. Marketing is one key function:

®oo oo

Selecting insurers most suitable for risk

Deciding how to structure offering to insurers
Negotiating coverage and price with underwriters
Maintaining insurer relations

Evaluating new exposures and adding coverage, as
needed

Handling mid-year coverage disruptions

Exhibit 5
Page 1 of 3
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BROKER SERVICES

. Servicing insurance policies:

Issuing certificates of insurance

Verifying rates and premiums

Checking policy wording and accuracy

Answering coverage questions

Attending meetings with the contractor, customer or others
Assisting with claims

Checking payroll audits

Checking unit statistical reports

Checking experience modification worksheets

Dealing with OCIPs

Exhibit 5
Page 2 of 3
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BROKER SERVICES

3. Other functions:

Q@™o a0 o

. Answering questions regarding insurance and indemnity

clauses in contracts

Loss control advice

Developing special policy wording
Auditing claims handling
Quantitative analysis

Assistance with property valuations
Special studies

Exhibit 5
Page 3 of 3

BROKER SELECTION METHODS

1. Negotiate with current broker:

2.

a. Current broker places renewal

b. Work with broker to prepare coverage specifications

c. Broker canvases markets on your behalf

d. Broker must avoid disruption of markets

Assignment:

a. Evaluate qualifications and marketing approaches of several
brokers

b. One broker obtains quotations

c. Work with broker to prepare coverage specifications

d. Broker canvases markets on your behalf

e. Broker must avoid disruption of markets

Exhibit 6
Page 1 of 2
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BROKER SELECTION METHODS

. Restricted bidding: I

a. Evaluate qualifications and marketing approaches of several
brokers

b. Select two or three brokers to quote
Risk Manager must prepare bid specifications

d. Risk Manager must coordinate brokers to make best use of I
markets

<

. Wide-open bidding:

a. All firms allowed to quote \
b. May advertise
c. Must carefully prepare bid specifications
d. Disrupts markets
e. Unlikely to provide best results
Exhibit 6
Page 2 of 2

BROKER SELECTION STEPS

. Understand your service needs
]

. Evaluate broker qualifications
. Interview brokerage personnel
. Consider: I

- Large national firm vs. regional firm
— One broker vs. two brokers

. Evaluate proposed fees/commissions \

. Consider broker performance measurement

Exhibit 7
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RENEWAL DATA

Two basic objectives:

1. Present your company in the best possible way

2. Provide data underwriters need to evaluate and price your risk
You must:

e Be complete

e Be truthful

e Be creative
e Be careful

Exhibit 8

RENEWAL SPECIFICATIONS

1. Describe the renewal process
2. Describe coverages and options to quote

3. Present loss and exposure data

Exhibit 9
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USE OF INSURERS

1. Understand all organizations involved in your insurance
placement:

a. "Retail” broker

b. Surplus lines broker

c. Managing general agent
d. Insurer

e. Reinsurance broker

f. Reinsurer

g.

Association pool and service firm
2. Eliminate unnecessary intermediaries

3. Check financial rating and service reputation

Exhibit 10

ANALYZE QUOTATIONS

1. Policies issued to contractors are not standard:
- “Contractor” endorsements
- Umbrellas
2. Carefully analyze and compare:
- Insuring agreements
- Exclusions
- Conditions
- Rates and premiums
- Minimum premiums
- Maximum premiums
- Audit adjustments
- Limits and sublimits
- Deductibles/SIRs
- Renewal rate guarantees, if any
— Insurer ratings
- Service arrangement
3. Prepare comparison spreadsheets
4. Be sure you fully understand how and when premiums will be
adjusted if they are not flat charges
5. Be sure broker compensation is included in the costs compared

Exhibit 11

14




NEGOTIATE IMPROVEMENTS

1. Few quotations are presented on a take-it-or-leave-it basis )

2. Few quotations fully answer all questions in the specifications

3. Consider in advance:
Il
— Which portions of a quotation an insurer is likely to negotiate ‘
— Where price reductions come from (broker, insurer, reinsurer, etc.)
- Best way to obtain what you want

Exhibit 12

15

>3
o
=
=~
(7]
>
o
©
>




MARKETING YOUR INSURANCE PROGRAM

ATTACHMENT 1
Sample Request for Qualifications and Conceptual Proposals

[Entity's Letterhead]

Date

[Broker's Name and Address]

Dear

The Company (Company) is seeking broker responses to its Request for Qualifications and Conceptual Proposal.
Your response must be received by March 14, 2000, at 3:00 p.m. Information isincluded in the Request for Proposal
(RFP) that should assist you in responding.

After reviewing responses, the Company will select brokers to interview. Insurance specifications will be released to
one or more brokers following the interviews.

If you have any questions about this RFP, please contact the undersigned. We look forward to receiving your Concep-
tual Proposal.

Sincerely,

John Doe
Chief Financia Officer

JD:pem

16
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. BACKGROUND

The Company (the Company) is seeking a conceptual proposal and information on your qualifications for placement
of insurance coverages and for providing broker services. Services required are more fully described in Section I,

Services Desired.

At this time the Company is interested in learning more about how your firm would arrange the required insurance
and provide services. A schedule of insurance identifying the type of insurance, limits and policy dates, for policies
currently purchased, isincluded in Appendix A. The successful broker will place the renewals of the policies shown

in Appendix A.

A timetable for the Company’s July 1, 2000, renewal is:

Tablel-1
Renewal Schedule

Activity Date
Receive written Conceptual Proposals from brokers and make broker in- 3/14/00
terview selections
Interview selected brokers and choose those brokers to provide a final in- 3/25/00
surance proposal
Release insurance bid specifications 3/28/00
Receive insurance quotations from brokers 5/28/00
Select final insurance program, complete negotiations and sign broker 5/29/00 to 6/20/00
agreement
Renewal date 7/1/00

To assist you in preparing your proposal, Appendix B contains summary exposure data. More information will be

provided to the selected broker.

18




Il. SERVICES DESIRED

The Company will require a broker to obtain coverages
at least equal to those identified in the insurance sched-
ule (Appendix A). Broker services will include:

1

2.

Market required insurance coverage.

Structure insurance programs to eliminate
gaps or overlaps in coverage and provide the
limits and coverages requested by the Compa-
ny to the extent coverage and limits are avail-
able.

Claims assistance.

Assistance with coverage questions.

Identify new coverage needs and exposures (a
written analysis of Company l0ss exposures is
required each year).

Develop underwriting information and assist
in gathering and organizing exposure and loss

datafor renewals.

Recommend coverage changes and program
adjustments.

Provide recommendations and advice on alter-
natives to insurance.

Assist with loss control program.

19

10.

11.

12.

13.

14.

15.

16.

17.

Assist with refinement of insurance policy
wording to meet Company needs, as neces-
sary.

Review insurance binders, policies, certifi-
cates and other documents to ensure all word-
ing is complete and accurate.

Monitor all risk financing and loss funding ar-
rangements.

Service each policy issued to the Company in-
cluding processing all changes and endorse-
ments and verifying the accuracy of all invoic-
€s.

Maintain written records of the Company’sin-
surance transactions.

Be available for consultation with the Compa-
ny, as needed.

Assist the Company in devel oping/evaluating
insurance clauses in contracts and indemnity
clauses, as requested by the Company.

Provide early warning of rate and coverage
changes or renewal problems.

Any additional services which you can offer and you
feel are important to the Company should be described
in your Conceptual Proposal.
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lll. CONCEPTUAL PROPOSAL

A. CONCEPTUAL PROGRAM

Please describe your approach to structuring an in-
surance program for the Company. A description
of the program alternative you believe we should
explore, showing limits, deductibles and relation-
ships of major policies should beincluded. The use
of charts or graphsto illustrate your proposal isen-
couraged.

In describing your program(s) please identify:

1. Any specia features or services which may be
attractive to the Company.

2. Any coverages written on a claims made basis
and any difficulty that may be encountered
continuing claims made coverage.

3. Magor exclusions including but not limited to:

*  Residential construction

» Discrimination (other than EPL)

»  Earthquake or flood

*  Subsidence

»  Employment practices liability (EPL)

4. Coverage gaps or difficulties you may have
placing the required coverages.

5. Policies or combinations of policies you rec-
ommend.

6. Changes you would recommend or explore to
existing limits, deductibles or self-insured re-
tentions.

7. Data you require to market the Company’s
coverages. If you include application forms,
please keep them pertinent to the Company.

20

B. MARKETING APPROACH

Describe the steps you would take to market the
Company’s insurance coverages, including:

1. Key activities you would complete.
2. Timing of mgor activities.
INSURANCE COMPANIES

Exhibit 1 provides a form to identify the insurers
you wish to use. Please complete Exhibit 1 listing
insurers in descending order of preference. Please
show the complete name of each insurance compa-
ny, the name of the insurers group affiliation, the
name of any surplus lines broker or managing gen-
eral agent, whether the insurer is admitted in
(State) and the current A.M. Best's rating (humber
and letter). If you plan to use a London market,
please identify the London brokers and specific un-
derwriters (Lloyd's syndicates or other insurers)
that would be used.

D. YOUR FIRM

To learn more about your firm, please provide:

1. A description of your firm.

2. The names of personnel who will handle the
account:

* Include abrief resume on each individ-
ual

»  Describe experience with similar com-
panies

You should include information on account
executives, marketing personnel and other key
account team members.



3. Three references (contact names and tele- State the amount of compensation needed to pro- E
phone numbers are requested). For each refer- vide the requested service. If the exact amount is o
ence, show: not known, provide the narrowest range possible. =

n

>

¢ Nameof client F. PROPOSAL SUBMISSION _8

* Name, title and telephone number of Conceptual proposals are due by 3:00 p.m. on >
contact March 14, 2000. Three copies must be received by

John Doe and one copy by Steven P. Kahn at:
e Linesof coverage placed

Mr. John Doe
e When your firm served the account Chief Financia Officer
Company
e Approximate premium size Street Address
City, State, ZIP Code
4. A description of any special expertise that will Phone: (__ )  —
be of assistance to the Company (available Fax: () -

from insurers or through your firm).
Mr. Steven P. Kahn, CPCU, ARM

5. A description of how you will keep up-to-date Managing Director
on the loss exposures of the Company. ARM Tech
23701 Birtcher Drive
6. The assistance you can provide in resolving Lake Forest, California 92630-1783
disputed claims and helping the Company Phone: (949) 4728324
manage insured workers compensation claims. Fax: (949) 472-9228

E. COMPENSATION
Please describe:

1. How you will determine the amount of com-
pensation you will request.

2. Describe whether you prefer to be compensat-

ed based on fees, commissions or a combina-
tion and why.

21
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Exhibit 1

Page1 of 3
COMPANY
Insurance Company Requests
July 1, 2000, Renewal
Name of SurplusLines Admitted in
Broker or Managing Individual Insurer Current (State)
Insurer Insurer Group General Agent A.M. Best’s Rating (“Yes’ or”No")

Property Insurance

||l wiN|PE

Primary General Liability

||l w | N|PE

Primary Automobile Liability

1

2
3
4,
5
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Exhibit 1

Page 2 of 3
Name of SurplusLines Admitted in
Broker or Managing Individual Insurer Current (State)
I nsurer Insurer Group General Agent A.M. Best’'s Rating (“Yes’ or”No")

Umbrella Liability

1
2
3.
4
5

Workers Compensation

1
2
3.
4
5

Crime

1

2
3
4.
5
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Boiler & Machinery

Exhibit 1
Page 3 of 3
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3.
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5

Directors & OfficersLiability

1

2
3.
4
5




APPENDIX A s
Schedule of Insurance 9
&
>
COMPANY 8
Schedule of Insurance >
7/1/00-01
Type of Coverage Amount of Coverage Deductible Poalicy Period
Generd liability $1 mil. occ. $0 7/1/99-00
$3 mil. agg.
Building and contents $11 mil. $5,000 7/1/99-00
Automobile liahility policy $1 mil. $0 7/1/99-00
Umbrellaliability policy $10 mil. $10,000 7/1/99-00
Boiler & machinery policy $5 mil. $1,000 7/1/99-00
Difference in conditions policy (earth- $3.5mil. $50,000 7/1/99-00
quake and flood)
Workers compensation and employers Statutory $0 7/1/99-00
liability policy $1 mil.
Crime insurance $5 mil.—employee dishonesty $5,000 7/1/99-00
$5 mil.—forgery and alteration $5,000
$25,000—money & securities $5,000
APPENDIX B

Summary Exposure Data

APPENDIX C
Summary Loss Data
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