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A “Snapshot” of RJF.....

“We manage risk and employee
benefits to protect our clients most
valued assets.”
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RJF Agencies

 Five Locations e 150 Full and Part Time
Employees

e 23 Years in Business
 Represent over 40 Key

« Over $300 Million Written Insurance Providers

Premium
e Assurex Global Partner

e Qver $25 Million Annual
Revenue  Manufacturing Practice
Group

e 6000 Clients
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RJF Recognition

e 2009 Minnesota Business Ethics Award Recipient

« Finalist for the 2007 & 2008 Ernst & Young Entrepreneur of the Year award
o 2006 Twin West Chamber of Commerce Entrepreneur of the Year
 Awarded Great Place to Work in 2005 and 2006

» Fastest Growing Private Companies in Minnesota by the Business Journal
in 1998, 2000, 2001, 2002, 2003 and 2004

 Ranked as 57th largest private property/casualty insurance agency in the
United States
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RJF Services

» Property & Casualty y ggnmsatjrlltiﬁgsource

« Employee Benefits
ploy . Safety and Loss Control

N Consulting
« Management Liability

. . « Claims Management
e Alternative Risk

Programs
g « Health Management

. Consulting
e Surety Bonding

 Financial Services
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Want to reduce your cost or
risk and lower your
premiums?

You need to go beyond
Insurance.
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Principals of Insurance

* Provides for spreading of

Risk
) Risk
— A single loss would Losses, Sharing,
otherwise be disastrous to 35% 35%
a business

e (Goal - for a majority of
businesses to have low

losses to allow for Insurance
payment of the large loss oo

30%
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Premium Calculations

Base Rate
« Rate/hundred of payroll

Exposure

» Hundreds of dollars of payroll

Schedule Credit / Debit

» A factor determined by the underwriter

Experience

* Based on your experience compared to industry average
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Premium Calculations

Payroll Rate Schedul |Exp Premium
° Mod
Credit
$1,000,000 | ($10/$100) |0.80 0.80 $64,000
$1,000,000 | ($10/$100) |1.20 1.20 $144,000

Cost has more than doubled for the poor performer!
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Fixed vs. Controllable Factors

Fixed Controllable
e Base Rates e Schedule Credit/Debit
e Units of Exposure e EXperience

Focus on what you can control!
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What i1s Schedule Credit/Debit?

A factor determined by the underwriter
(effected by the agent) that has a direct effect o
your insurance premium.

e Minnesota State Max
— +/- 40%

— Can go higher if the insurer files actuarial
data supporting the credit/debit
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How Can You Affect Your
Schedule Credit?

« Management Commitment
« Recommendation Compliance
e Good Equipment

o Effective Risk Management Programs
— Employee Training
— Written Policies

e Good Loss History

The underwriter needs to feel good
about your operation!
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Experience

If you were an underwriter, what
average loss ratio would you want
from the businesses you were
responsible for?
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Good Loss Ratio
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Loss Ratio

The account (Property, GL, WC, Auto, etc.)
Loss Ratio for the last four years was: 90%

For this to be a profitable account, the
underwriter should have charged charged

257% more.
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Hidden Costs Assoclated
with Accidents

The Ne_ﬂiongl Safety Accident Cost_ Cost Multiplier
Council estimates $0 - $2 999 A5
that for every $1 of

Direct Accident Costs | #3000 - $4:999 +0
there are $1.10 - $4.50 | $>:000 - $9,999 1.2

of Indirect Costs. >$10,000 11

Other studies indicate the hidden costs
can be 4-10 times the insured costs.

o

Integrity. People. Knowledge. Resources.
RJF AGENCIES

...an Assurex Global Partner

www.rifagencies.com




Some Hidden Costs Include

e Lost time by injured worker, employees and
supervisors

 Damage to tools, equipment and product

« Failure to Fill Orders

e Loss of efficiency

e Overtime

e Deductible

« Hiring/training replacement workers

 Reduced output of replacement workers

 Reduced employee moral
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How Do We Improve Experience?

 The Loss Control Process
— Identify Loss Issues
— Identify Potential Solutions
— Select Solutions
— Implement Solutions
— Monitor Results
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Improving Experience

There are big benefits for those with a good
loss experience:

— Lower Experience Modification Number

— Higher Schedule Credits

— Reduced Hidden Costs

— Higher Employee Moral

— A Positive Culture of Safety
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Safety Program Activities

 Employee Selection  Confined Space
 Employee Training » Lockout/Tagout
o Safety Committee e Forklift

« AWAIR « Enforcement

* Right-To-Know  Driver Selection-
e Ergonomics MVR

Focus on those areas that have cost you in thB!past
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Light Duty-Return To Work

e Light Duty — Affects Schedule Credits

» 2/3 Cost Sharing

« 70% Medical Only Reduction (back in 3 days)

« W.C. Modifier — Lower Claims Costs

* Modifications instead of replacement employees
* Higher Employee Morale

« Higher Productivity

« Studies show employees get better faster!
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Injury/Accident Reporting

e Within 24 hours

* Medical vs. Incident Only (Carrier
Specific)

* Claims Management (don’t hide)

 |dentify potential large claims
« Fraud Prevention
 Clinic vs. Emergency Room

e Accident Investigation

* Investigate Near Misses as well
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Worker’s Compensation
Experience Modification
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Work Comp Experience Modifier

A factor developed by an independent
agency

— Factor directly effects premium

— Uses the oldest 3 of the last 4 years

— Medical Only claims reduced 70%

— First $5,000 has the greatest effect

e 10 - $1,000 claims hurt more than 1 - $10,000
claim
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Workers Compensation Losses
Losses Reported Through 6/15/09
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The Effect of the Mod

Actual Better

Std Premium $40,000 $40,000
Experience Mod 1.20 0.70
Modified Premium $48,000 $28,000
Paid/Saved ($8,000) $12,000
Profit Margin 5% 5%
Sales Volume Represented ($160,000)

$240,000
Average Product Cost $85 $85

# of Products Represented (1882) 2824
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Establishing a Culture of
Risk Management
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It is important that
employees recognize tha
when the company is in

good financial condition
everyone benefits.

Production is number
one, but the health and
safety of employees is
also number one.

Management is fair, but
expects us to follow all the
policies and rules.

management has recently
taken, which allows us to
participate more into the
safety.
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Company Culture: What are your employees saying



Our Safety Is No Accident

Blame the No Accountability

Employee
Training/Development

Accident Investigation

No

Vement
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RJF Case Study

Claims Management Analysis



Claim Analysis

To better understand the high loss ratio, RJF
Consultants analyzed losses in attempt to

gain a better understanding of the loss
history.



Claim Analysis
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Claim Analysis
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Claim Analysis




Claim Reporting Summary

* Average 20 days to report a claim over the
past 5 years!

e This is more than TRIPLE the national
average!



Prompt Claim Reporting

e Study by The Hartford

— Claim costs increased.:
* 18% when reported after 1 week
« 29% when reported after 2 weeks
« 31% when reported after 3 weeks
* 45% when reported after 4 weeks



Prompt Claim Reporting

C%& # % m( % " ) *

$168,786 savings in 5 years




Risk Management Objectives

Help establish corporate risk manager
position
Establish a safety committee

Post monthly claims trending information,
by location at each location

Investigate possibility of employee
recognition program



Risk Management Objectives

Review hiring practices
— Screening, physicals, drug testing, etc.
Review new hiring training procedures

— A majority of your back injuries come from
employees in their first 9 months of employment

Review existing employee training
Establish & conduct training on claim
reporting procedures



Risk Management Objectives

Establish relationships and procedures with
health care providers serving your various
locations

Establish well-defined Return-To-Work
program

Conduct ergonomic evaluations and training
Set goals and publicize them



Water Conditioning Company

A Success Story



Initial Conditions

Insurance Premiums increased by 300%
4-year loss ratio of 226%

Limited Market Availability

Experience Mod on the Rise

19 locations

— Inconsistent practices and communication
between the locations
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Work Comp - Loss Ratio
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GL Policy - Loss Ratio
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Risk Management Actions

 Partnered with Carrier and Agent

 Moved to Retro plan on the Work Comp
after the 15 year because the client
believed in what they were doing

* Client trained claim adjusters on
specifics of the company to better
manage claims



Risk Management Actions

o Corporate “Safety Committee”

* Implemented specific policies
— Fleet Policy
— Accident Investigation (getting mgrs involved)
— Near Miss GL tracking and reporting system
— Toolbox Talks

— Carrier “best practices” audit at remote
locations



Risk Management Actions

Hiring Practices

Monthly Open Claims Updates

— Provided in advance of safety committee
meeting

Unit Stat Review
Mod Worksheet Review
Loss Trending



Results

$600,000 -

$500,000 -

$400,000 -

$300,000 -

$200,000 -

$100,000 -

$0

All Policy Lines

11/13/2001

11/13/2002  11/13/2003  11/13/2004  11/13/2005  11/13/2006

‘ mmm Total Incurred —e— # of Losses

11/13/2007

11/13/2008




Total Cost of Risk
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Another Case Study

 |nitial Conditions * Risk Management Actions
— Cabinet Manufacturer — Safety Program
— Rapidly Growing — Monthly Safety Training
— EXxperience Mod 1.41 — Monthly Safety Committee
— No Safety Programs in — Monthly Inspections
Place — Drug & Alcohol Testing

— Hiring Procedures
— Proactive Claims Mgmt

Results: EMOD dropped to 0.92 in 3
years.



Final Case Study

 |nitial Conditions  Risk Management

— Manufacturer Actions

— 90 Employees — Safety Program

— Experience Mod 1.40 — Employee Handbook

— Beginning Stage of — Monthly Safety Committee
Developing Safety — Ergonomic Assessments
Programs — Employee Perception

Survey

Results: EMOD dropt6" 8981 Byears.

— Job Hazard Analysis
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RJF’s Top 10 Risk Management
Tactics to Boost your Bottom Line

Upper Management
Commitment

Employee
Engagement

Hiring Procedures
Measurable Goals
Claims Management

6. Safety Programs
/. Safety Committee

8. Accident
Investigation

9. Job Hazard Analysis

10. Enforcement &
Accountability
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Top 10 Risk Management
Characteristics

Commitment
Communication
Consistency
Accountability

. Inclusion

6. Respect

/. Recognition
8. Flexibility
9. Creativity
10.Fun




Questions?



