As | write this, | am close to fulfilling the
limit of my term as Chairman of the Ohio
Government Risk Management Plan (Ohio
Plan). Two of the benefits of being on the
Board of Directors since 1989 and as
Chairman for the past four years are working
with the individuals on the Board and
assisting in the provision of services to
The Ohio Plan members. We have seen
many changes in The Ohio Plan and the
insurance industry. The Ohio Plan has grown
remarkably over the years, provided a high
level of service to the members and has

a great future.

In 1997 when | became Chairman, the
insurance industry was experiencing a “soft
market”, which is a period of time when
premium rates are low. Typically, this is due
to the industry enjoying high rates of return
on their other investments. Now that the
investment returns are poor, the industry
is back to following rigorous underwriting
guidelines, collecting enough premiums
to cover the expected losses with a view to
earning an underwriting profit. This change
in the industry has affected The Ohio Plan.
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The Ohio Plan acquires reinsurance to cover
most of the claims. The Board’s philosophy
is to use only A- rated or better reinsurers
(rated by a nationally recognized firm), with
at least $100,000,000 in statutory surplus.
While using quality reinsurers may mean
slightly higher premiums in the short term,
it should also mean that reinsured funds
will be available in the future to pay potential
claims. In the early 1990’s, The Ohio Plan
had two reinsurers become insolvent. The
Board made sure every covered claim was
paid, but at the same time, determined that
it wanted to minimize the chances of that
ever happening again. In 1994, the Board
changed Plan Administrators and upgraded
its reinsurers. The Plan continues to have
“occurrence” liability coverage, which means
that each member has the security of having
covered claims handled now and in the
future for claims occurring during its
membership, whether or not it remains

a member of the Plan. There isn't another
major competing pool, which can honestly
make the same statement.

Throughout the 1990°s, the Ohio Supreme
Court issued a series of decisions regarding
“uninsured motorist” coverage on
commercial auto policies. These decisions
have been detrimental to the insurance
industry, including The Ohio Plan, because
these decisions opened up new uninsured
motorist claims back to the 1988 inception
of The Ohio Plan.
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The Board is proud of the fact The Ohio
Plan has the financial strength to respond
to these and other unexpected claims.
The Ohio Plan’s 2001 audited financial
statements reflect a reserve of approximately
$2,000,000 for these unexpected claims.
The Board expects this reserve to remain
about the same for our 2002 fiscal year.

In the last few years, the Board has initiated
several pro-active projects with member
benefit in mind. | will mention just a few
of the initiatives. In addition to the seminars
the Board normally sponsors, the Plan
Administrator conducted a large seminar
on issues of zoning for the containment
and management of sexually oriented
businesses. Today, we are continuing to
see much about this issue every day in our
communities and reading about others in
the newspaper.

In the interest of slowing the increasing
reinsurance rates, our Plan Administrator
hired additional risk management personnel
to assist our membership in recommending
controls to reduce, minimize or eliminate
claims. Controlling exposures and reducing
claims will assist with controlling premiums
in the long term. Additionally, the Board
authorized funds for property appraisals to
(Letter continued inside...)
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Loss prevention measures seek to prevent, or
at least reduce the likelihood of losses. Natural
events such as earthquakes, hurricanes, and
winter storms are not preventable. But many
risks encountered do present opportunities
for intervention.

= Proper training of employees can reduce
the chance of injury or costly mistakes.

& Regular maintenance on vehicles, such
as police cars, can keep them in a
condition that reduces the likelihood
of an accident.

Proper procedures for supervisors can
minimize the likelihood of management
errors.

By changing the environmental source
of risk, such as salting or sanding icing
roads, the frequency of loss producing
events can be reduced.

Installing snow tires or using only
all-wheel drive vehicles can reduce
the exposure to a risk.

By dealing with the interaction of peril
and exposure, such as providing driver's
education and other training for vehicle
operation, or by introducing policies
regarding driving in poor weather
conditions or driving in a high speed
police pursuit, also reduces the likelihood
of losses.

Loss reduction methods do not prevent
losses from occurring. Smoke detectors,

hard hats, firewalls, and emergency response
procedures will not prevent losses, but they
can directly influence the size of a loss and
limit potential liability.

Two of the most common loss reduction
techniques are “separation” and “duplication”.
Separation refers to measures taken to spread
exposure to a loss; such as storing a municipality's
vehicles in more than one location in order to
avoid the chance of a large loss. Duplication
measures can be found when back-up techniques
or procedures are used; such as backing up
computer files and records and storing them
at a separate location. In each case, the frequency
of loss is not managed - at least not directly -
but the potential size of the loss is reduced.

Uncertainty reduction is another way of saying
the local governments need to understand their
environment. Much risk and uncertainty can
be managed simply by learning more about
the risk, as a better understanding of a given
situation will allow public officials to make
decisions that are consistent with local
government objectives.

For example, the evaluation of responses to

a Request For Proposal for road repairs should
also involve an investigation of the bidding
firms to better understand their track record,
their performance history, and their risks.
Likewise, training employees about safe work
practices provides them with the necessary
information to operate equipment safely.

Local governments can transfer some risks to
private or nonprofit organizations by contracting
for services and products, thus making the other
party responsible for the associated risks.
Contractual risk transfer is often confused with
risk avoidance, which totally eliminates the risk.
Using the skateboard park example, if a town
decided not to build the facility, it would have
eliminated all associated risks. However, if the
town contracted with a private company to
build and maintain the park, liability risks still
exist, but they are presumed to be borne by
the company.

There are ways in which a local government
can protect itself against the chance that another
party will be unable to bear the risk it accepted.
Requiring an outside party to provide a certificate
of insurance (COl) is one such way. The
certificate verifies that appropriate insurance
coverages are in place - at least at the time
the contract is signed. Additionally, a local
government should request to be named

as an “additional insured” on the other party’s
insurance. And in some cases, financial
guarantees may be required. These could
include arrangements such as surety
(performance) bonds.

When transferring a risk, local officials should
always ask, “How confident are we that the
other party can make good on its promise

to bear the risk?” If confidence is not high,
officials should look for additional guarantees
of performance and protection.
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How to Sell Yourself

There is no question that the insurance
market has turned from a soft market to
a hard market. Entities can no longer be
reactive but must become proactive in
answering the question “What to do?”
Like it or not, you are now in a position
of selling yourself.

First and foremost, vigilant loss control
efforts are key to keeping losses down.
But it is not always the loss itself that is
the concern, but an environment or situation
that might be conducive for a loss to occur.

Remember that The Ohio Plan offers risk
management advice and counsel on how
an entity can make itself more attractive
in the area of risk management. Through
onsite surveys and visits, a resulting
recommendation letter is not just for the
use of the Plan Administrator. Rather it
should become one of the most valuable
tools an entity has in its arsenal to
demonstrate its commitment to the
reduction and possible elimination of
unfavorable risk exposures that may
have been present in its daily operations.

Here is a list of some issues and what can
be done proactively to address the question
“What to do to prevent a potential loss or
minimize the risk?” Remember - this list
is not inclusive, but only represents some
examples of key areas to be considered.

= Have detailed personnel policies
documented, reviewed by an attorney
and disseminated to your employees.

® Have a hiring process documented and
utilized for all new hire opportunities.

® Have an employee handbook or a
collection of pertinent materials and
subjects that is given to all new
employees.




= [ndicate that ALL policies and
procedures are reviewed on a regular
basis and are updated as required.

= |ndicate efforts to reduce/eliminate
sexual harassment and discrimination
claims.

= Evaluate your past loss experience.

= Be prepared to present and support any
internal and external communications
and actions that demonstrate efforts
to address known risks and issues.

= Have regularly scheduled and
documented maintenance inspections
of all buildings and grounds - including
parks and playgrounds, if applicable.

= Have a way for citizens to voice their
complaints and issues to the entity.
And track and document how these
concerns are resolved.

= Require all employees, particularly in
the police, fire and EMS departments,
to have all of the required training and
certification to perform their job
assignments.

= Ask the question: “Should there be
a safety review committee?”

= Efforts and resources need to focus not
only on the identification of risks and
hazards, but also on the correction of
previously identified recommendations
and deficiencies.

= Define the loss control services and

assistance that you feel is needed to
help control or reduce potential loss.

Refer to The Ohio Plan website:
www.ohioplan.org/pages2/risk.htm
for more specific detail offered through
the Plan Administrator regarding Risk
Management Services.

Park & Recreation
Departments
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Cell Phones

a Growing Liability Concern

Cell phones, mobile phones, two way pagers are
all tools of the new millennium allowing business
to be conducted just about anywhere at any
time. However, this new technology brings with
it an age old problem of liability, particularly

if employees using these gadgets are involved
in some kind of an accident - usually a car
accident. A recent study has found that drivers
on cell phones are involved in approximately
1.in 20 traffic accidents.

As usual, there is much confusion in the law
as to what constitutes liability and what does
not. In one case a jury awarded a $500,000
settlement, paid for by the employer, when

a motorcyclist was killed by an individual talking
on the cell phone and conducting business while
driving a vehicle. In a similar situation but in

a different state, an individual rammed another
car from behind while trying to answer a ringing
cell phone which turned out to be a call from
her daughter. The jury concluded that answering
a personal call was not part of the job and

the employer was not liable. And et in a third
instance, a state agreed to pay $1,500,000 to
an individual who was struck by a car driven
by a public school teacher who was talking

on a cell phone.

Victims have long had an incentive to go after
perceived “deep pockets”. However, as new
legal ground is being created in this area, no
one is quite sure what an employer must do
to avoid or at least limit their potential liability.
And as the risk of employer liability for accidents
involving employees increases, so too will
insurance carriers be facing more potential claims.

What can an employer do to balance the
usefulness of having and utilizing a cell phone

for conducting business against the concern of
being hit by an expensive jury verdict? As might
be expected, there is no one answer or prevailing
school of thought. The following represents
some actions that companies have taken and
the dilemma that others are facing in this area:

9 One company policy is as simple as:
“Employees are expected to follow the
existing law; if the law prohibits using
a handset while driving, then employees
must comply.”

#) Some company policies prohibit the
use of cell phones while driving, regardless
of what the law may say. However, this
poses another potential pit-fall; that is,
a too restrictive policy aimed at shielding
an employer may simply end up being
ignored and that could create more far
reaching liability problems. You do not
want to initiate a policy that would be
routinely ignored, because that simply
becomes a bad policy.

&3 Another company, with legal assistance,
drafted a policy prohibiting employees
from using mobile phones (or even
having them switched on) any time
they were working.

Without a clear track record, employers remain
at risk. Indeed, one company required that its
employees pull over on the side of the road
when taking a cell phone call. However, they
were still sued by a plaintiff who complained
that she ran into the employee’s car because
it was not completely off the right of way.

While having a policy in place does not exactly
present a bulletproof shield from a lawsuit,
[TIS STILL A PRETTY GOOD FIRST STEP!

You must think through how a cell phone may
be used in providing services to your community,
what departments might use them and under
what circumstances they might be used. A policy
should then be created with the aid of your
legal advise and counsel. And no matter what
your ultimate policy might be, each employee
needs to be aware of how dangerous cell phone
use can be while operating a vehicle!







