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81,302 miles of highway.
39,762 floors of office space.
And we're still

building our reputation.

Success is a long build, especially in construction. At St. Paul Travelers, we're here to help our agents,
brokers and contractors succeed. We offer expanded capabilities and industry-leading products throughout
the United States. You might say we have our dedication to construction, well, covered. Let us show

you. For more information, call Jack Powell at 860.277.6649 or visit stpaultravelers.com/construction.

STPAUL
TRAVELERS

stpaultravelers.com



Edward J. Priz

Principal Consultant
Advanced Insurance Management

Mr. Priz is one of the presenters for Workshop V, “Workers Compensation Strategies and Outlook,” on
Thursday. He has worked full time in the insurance industry since 1976. In his career, he has worked as
a licensed insurance producer, agency manager, and consultant. Since late 1987, he has headed his
own consulting practice on commercial insurance cost and coverage, doing business as Advanced Insur-
ance Management. In this practice, Mr. Priz provides professional advice to commercial insureds, as
well as to insurance agents and brokers, on property and casualty insurance. An area of particular em-
phasis in this consulting practice involves reviewing workers compensation insurance premiums and au-
dits for technical mistakes made by insurers or rating bureaus. Clients of this consulting practice have
included manufacturers, contractors, utilities, transportation companies, temporary agencies, employee
leasing companies, a federal government agency, and others. Mr. Priz’s consulting clients have included
both large and small employers, ranging from small machine shops to Fortune 500 corporations.

Mr. Priz has also provided expert testimony regarding commercial property and liability insurance, in
both federal and state courts, as well as legal hearings at the Departments of Insurance of Illinois and
Nebraska. He has also consulted on the drafting of legislation pertaining to workers compensation in-
surance in Illinois and has testified on insurance regulation before the Illinois Legislature.

Mr. Priz entered the insurance industry in 1976 as a licensed life and health insurance producer in Illi-
nois. In 1978 he also was licensed in Illinois as a property and casualty insurance producer. In his insur-
ance career he has worked for insurance companies, independent insurance agencies, and insurance
consulting companies, as either a licensed agent/producer or a consultant on commercial property and
casualty insurance. He served as vice president of Alper Services, a company that owned a commercial
insurance agency and brokerage in Chicago, as well as an insurance consulting company, AuditRate,
Inc. In 1982, he began consulting on commercial property and casualty insurance, with an emphasis on
workers compensation insurance, while continuing to also act as an insurance agent and broker. In
1987, Mr. Priz began exclusively serving as a consultant on commercial property and casualty insur-
ance, first with Corporate Policyholders Counsel, Inc., and later in his own consulting practice doing
business as Advanced Insurance Management in Riverside, Illinois.

Mr. Priz is the author of the 1995 book CompControl, published by Oasis Press, with a revised edition
published in 2001. Mr. Priz has also authored articles on insurance for publications such as Corporate
Cashflow, Illinois Business, Talking To The Boss, The Builder, The Du Page Business Ledger, Occupa-
tional Safety and Health, and Crain’s Small Business.

The work done by Mr. Priz in his consulting practice has also been the subject of articles in The National
Underwriter, Nation’s Business, Employer Practices Journal, AKFC Quarterly, Small Business Comput-
ing, and other publications.

Mr. Priz has served on the Workers’ Compensation Committee of the Illinois Manufacturers Association
and has also served on a task force organized by the Illinois Department of Insurance to implement
new workers compensation insurance regulations. Mr. Priz has presented lectures and seminars before
a number of insurance and business groups, including The Workers Compensation Claims Association,
The Greater Peoria Contractors & Suppliers Association, The Central Illinois Employers Association, The
Illinois Manufacturers Association, The Missouri Contractors Association, The Midwest Society of Profes-
sional Consultants, Caterpillar, Inc., The Illinois 1752 Club (an organization of insurance marketing pro-
fessionals), The Chicago Roofing Contractors Association, and the International Recreational Water Pro-
fessionals.
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Mr. Priz has developed several seminars approved for continuing education credit for insurance produc-
ers by the Illinois Department of Insurance. He has also assisted clients in successful appeals of NCCI
decisions at the Illinois Workers’ Compensation Appeals Board. Mr. Priz has also assisted clients in legal
hearings before the Illinois Department of Insurance and the Nebraska Department of Insurance. Mr.
Priz is a member of the Society of Chartered Property Casualty Underwriters.

In the past 5 years, Mr. Priz has provided expert opinion and/or testimony in numerous legal matters.

Mr. Priz holds the Chartered Property Casualty Underwriter (CPCU) professional designation from the
American Institute of Property and Liability Underwriters, as well as the Associate in Premium Auditing
designation from the Insurance Institute of America. He is a 1974 graduate of Roosevelt University in
Chicago.
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Notes

This file is set up for duplexed printing. Therefore, there are pages that are intentionally left
blank. If you print this file, we suggest that you set your printer to duplex.
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COST-CUTTING STRATEGIES FOR CONTRACTORS &
WORKERS COMPENSATION INSURANCE

In a perfect world...

Trust...
But verify

y
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Some Case Histories

» The Incredible Changing Deductible
« Insurer said contractor owed $1,000,000

* |n fact, Insurer owed contractor
$4,000,000

'S8

The Retro Plan That Wasn’t

* Insurer said policyholder owed $1,200,000
additional premium

* In fact, case was settled for $500,000
additional premium
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The Experience Mod Shuffle

» Backing out late experience modifier
saved $600,000 in premium

» Some states don’t allow increases in mod
after policy inception

What Can Go Wrong?

Just about anything that affects premium:
Classifications
Experience modifers
Payroll audits

Other credits
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NCCI States

Alabama Kansas New Mexico
Alaska Kentucky North Carolina
Arizona Louisianaags « new YOKklahoma
Colorado Maine : Oregon
Connecticiit ™ Maryland Vestingten 2. Rhode Island
D.C. * Los Angales Mississippi South Carolina
Florida Missouri * Mlanta " South Dakota
Georgia Montana Tennessee
Hawaii Nebraska v Olytah

Idaho Nevada miami » V@ermont
lllinois New Hampshire Virginia

lowa

dam

States that have their own (non-NCCl)
Rating Bureau

California
*Delaware ‘g, I\
) Indiana A
o *Massachusetts % 3
*Michigan
*New Jersey
*New York
*North Carolina

*Pennsylvania T msr 24 Pa,
Texas + Texas Pennsylvania

Michigan i

Priz
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Monopolistic States

North Dakota
Ohio

Washington
West Virginia
Wyoming

an

Overlooked Premim Credits

» Contractor Premium Adjustment

* Drug-Free Workplace Credits
» Safety Program Credits

» Small Deductible Program Credits

11
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Reasons your Classification might be
wrong

*  The Rating Bureau has not inspected your business
*  The description of your operations may be inaccurate
* The inspector's interpretation might be incorrect

+ If there is more than one business entity insured on the policy, one the businesses may be eligible
for a separate and lower classification

+  If part of your operations are separate and distinct from the rest of your operations, and not a
normal part of your primary business, that separate part may be eligible for a separate and lower
classification.

+  If your company does business in a non-NCClI state, the classification rules for the non-NCCI
state may be different that the NCClI rules. Your operations in the non-NCCI state may eligible for
a different and lower classification

*  There may be an unusual exception to an NCCI classification rule in your state that ahs been
overlooked by your insurance company and/or agent

*  Whether the rating bureau has inspected your business or not, the definition of classifications may
have changed recently.

an

Checklist fo nce Modifiers

*  Were three years’ worth of data used?

» Should the missing yeas have been included? And will they be beneficial for your
company if included?

» Does the payroll match up with the audit billing statement?

* Have there been any recent acquisitions that might fold in beneficial data?

» Are all large, open claims consistent with your claims records?

* Has the insurance company paid any your claims and then collected repayment from
a third party?

» Have there been any recent classification changes that put you into a more
expensive class?

+ Was the modifier ready at policy inception? Some states prohibit adding a higher
modifier after policy inception if it increases the premium
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Reviewing Your it Workpapers

Make sure you understand the overall scheme of the audit. For instance, did
the auditor start with total payroll numbers, and then separate certain
departments’ payrolls into other classes?

Check the accuracy of the gross payroll numbers

Check that proper overtime adjustments were made — one third should be
removed from overtime, once half should be removed from double time.

Are the limitations on executive officer payroll for corporations allowed?
Is the payroll for sole proprietors or partners excluded where appropriate?

Are there any charges for independent contractors who actually had their own
insurance?

Does assignment of certain departments to particular classes seem reasonable
and appropriate? Did the auditor properly understand the work performed by
the various departments?

Unique Problems for Construction
Risks

Keep good records of employee time
spent at various tasks

Make sure to keep good records of
overtime pay that let auditor readily
remove premium portion of overtime

keep certs on file and ready for auditor

Have someone knowledgeable about your
operations available for auditor

13
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The next step—correcting mistakes

Don’t take no for an answer if you think you're in the right
If necessary, work with your state department of insurance

Keep your correspondence and communications as polite and
professional as you can

Be specific
Keep records of all conversations and follow up to make sure
promises are kept and deadlines met

If you have to get NCCI to correct a mistake, keep good records and
be persistent—keep following up.

*  When dealing with NCCI, don’t necessarily trust what a customer

service rep tells you.
Be prepared to cite chapter and verse of appropriate manual rules

We're from the government and
we’re here to help

State insurance regulators have consumer

complaint mechanisms in place so you

can try and resolve disputes without
having to file suit.

Be specific in your complaint, cite chapter
and verse of manual rules.

Be polite and professional
Be focused—don’t go off on a tangent
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To catch possible overcharges...

» Review Experience Mod worksheets for
missing or inaccurate data

» Obtain & review audit workpapers before
paying audit

» Compare original policy and audit billing
statement to catch any improper changes
in class, mod, or credits

AT

www.cutcomp.com

A resource with information about
Workers’ Comp audits, overcharges, and
premium refunds and reductions
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