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INTRODUCTION

This topic is actually broader than just recovery of premium costs.  We have approached it as recovery of the total insurance programme cost, thus encompassing other related external costs and internal (departmental) expenses.

Since Workers Compensation is charged out internally as a percentage of payroll costs it does not feature in this paper.

Recovery of the insurance programme cost at Monash is very much still a work in progress and rather than presenting you with a finished work of art today I will be showing you our goal and the steps we have taken and are still taking to reach it.

Then at the end of this brief presentation I would like your ideas and input to help us achieve our objective.

THE OBJECTIVE

The overall objective is:

“To progressively implement an equitable method of recovering the full cost of the University’s insurance programme from cost centres and other clients afforded protection by its insurance policies” (utilising the KISS principle as much as possible)

BACKGROUND

Historically a very large proportion of the insurance programme cost was borne centrally, mainly due, I suspect, to the lack of a suitable recovery model and acceptance because most other centrally incurred costs were also absorbed.

The traditional (1997 and prior) recovery model was severely flawed and some of the major disadvantages are set out in the copies of the slides that I will give you today.

THE FIRST STEPS, 1998 AND 1999

The major premium savings that we achieved in 1998 presented us with a window of opportunity to commence constructing a more equitable model recovering a broader range of insurance costs without impacting too severely upon our cost centres.

The principal steps that we took included:

· Basing the recovery model on the total insurance programme costs not just the property policy premium

· Developing an overall budget for insurance purposes being the estimated total insurance programme cost, less our recovery target

· Recovering notional internal overhead costs

· Communicating the changes to our cost centres and other clients to allow them lead time for planning.

YEAR 2000 CHANGES

Whilst adjusting the earlier model sufficed in 1998 and 1999, the following year we took a further step and after grouping our policies into classes, developed a recovery mechanism for each class using an appropriate and available driver, such as wageroll, number of staff, building values, etc.

In 2000 we also widened our client base by identifying clients not previously charged and if necessary imposing “token” or minimum charges.

Partial subsidisation of higher deductibles was implemented for some client groups by increasing the relevant recovery target to create a central claims reserve.

2001 – “A RECOVERY ODYSSEY”

This year we originally planned to:

Phase in recovery of commercial premium rates from controlled entities by 2003.

Give notice to some “external clients” that the University will not provide cover after the end of this policy year (31/12/2001)

Phase in eliminating the central subsidisation of deductibles by 2003.

STRATEGIC COST MANAGEMENT

The University is moving ahead quickly to implement a new approach to financial management which changes the way Faculties receive their income, pay for support services and how support departments are funded.  

The project, which has been underway for some time, allows faculties and other cost centres to identify the costs associated with their activities and will lead to:

· A departure from the traditional percentage allocation of total revenue to faculties and moving to them retaining all of their own revenue and meeting their own expenses

· Entering into Service Agreements for services provided by the University’s Support Services (including for example insurance).

The immediate effect of this is to accelerate the timeframes mentioned above to 2002 from 2003 and we are currently reworking the 2001 recovery model and associated explanatory letters to reflect this.
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