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While RRGs formed in other business
areas also focus on risk management
and loss prevention, the requirement in
the health care sector—including physi-
cians, hospitals and nursing homes—is
of particular interest, since
more than 60 percent of
RRGs have formed in this
business area since 2002.

Enabled by
passage of the
1986 Liability
Risk Retention
Act, RRGs are in-
surance companies
owned by their policy-
holders. RRG insureds,
as owners of the entity,
typically provide a capi-
tal contribution in addi-
tion to paying premium
for the liability insurance
coverage.

In effect, each RRG insured takes a
risk on fellow owners, for all members
share in the losses in the risk retained
by the RRG.

Thus, adherence to stringent risk
management and loss prevention pro-
grams is fundamental to the financial
viability of the RRG—potentially benefit-
ing all members.

While it may be difficult to quantify
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- Karen Cutts is editor
and publisher of the “Risk
Retention Reportet” in
Pasadena, Calif, Visit www.
rrr.com-for information on
risk retention groups and
purchasing groups.

HERE'S A GROWING TREND among risk retention groups pro-

viding professional liability coverage in the health care sector

to require adherence to risk management and loss prevention
programs as a condition for RRG membership.

the results of these programs, many RRGs
report that claims are down because of
their focus on risk management and
loss prevention. In a few cases, RRGs are
able to quantify results. For some RRGs,
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Health Care RRGs Push Loss Control Rx

Member-insureds, sharing losses, have big incentive to aggressively manage risks

charts with their colleagues from a criti-
cal standpoint. According to Dr. Michael
Gerardi, president of the RRG, the pro-
gram forces physicians to look at their
own practice. He likens the centralized
data-keeping system to a “cockpit,” cre-
ating a “much less chaotic environment”
in an emergency department.

Dr. Gerardi—who also serves as vice
president of a newly established phy-
sician-owned and managed consulting
firm that will offer loss prevention ser-
vices to health care captives—said that

RRGs, commercial malprac-
tice carriers and third-party
administrators observe that
compulsory chart review helps
ensure quality medical care
and improves patient safety.
It also provides a foundation
for defense in the event a
claim arises.

» Alliance Insurance Company—
a Vermont-domiciled RRG
licensed in January that
provides primary profes-
sional medical malpractice

financial incentives are used as
an effective tool in reducing
claims frequency.

Some examples follow:

» Superior Insurance Company is a South
Carolina-domiciled RRG that provides
medical professional liability to member-
insureds consisting of emergency room
physicians affiliated with Emergency
Medical Associates, a professional asso-
ciation based in New Jersey comprised of
board-certified emergency physicians.

Superior’s risk management program
is mandatory for all members. A key part
of the program is a template and chart-
ing system using electronic recording
and tracking of data.

Physicians are required to review

to gastroenterologist physi-

cians and endoscopic ambu-

latory surgery centers with which they

are affiliated—has retained the services

of Stevens & Lee, an experienced legal
and risk management firm.

Stevens & Lee assisted in the RRG'S
formation to develop standards and best
practices that can be implemented by GI
physicians at all EASCs in which they
practice.

Scott Spencer, a partner in the firm,
said the thrust of these services helps the
physicians improve their practice and
the quality of what they do. The moti-
vating force behind the RRG’s formation
was not unaffordable premiums or even
lack of availability of liability coverage,
he said. Rather it was an opportunity
for physicians to realize significant cost
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38 i National Underwriter Property & Casualty | April 30, 2007

www.propertyandcasualtyinsurancensws.com




National Underwriter

BUYERS REPORT

LOSS CONTROL Rx

continued from page 38

savings by funding their own insurance
vehicle.

» Controlled Risk Insurance Company—a
Vermont-domiciled RRG owned by the
Harvard Teaching Hospitals that insures
10,000 physicians and 18 hospitals—
has implemented a risk management
program coupled with financial incen-
tives for anesthesiologists that was so
successful, it has been developed for
obstetrics.

Jack McCarthy, president of the
Risk Management Foundation—which
oversees the insurance program for
the Harvard-affiliated medical institu-
tions—explained that under a premium
discount program begun several years
ago, insured anesthesiologists complet-
ing simulator training received a 10
percent premium discount when they
trained on a mannequin-based simulator
for anesthesia-related claims.

The program’s success was demon-

strated  with
FAST FACT

a 20 percent
More than 60 percent

premium rate
of RRGs have formed ~ differential for

in the health care anesthesiolo-
sector since 2002. gists with the
training.

Based on the success of the program
for anesthesiologists, a similar program
developed for obstetrics beginning in
2003 is also showing promise. While it
will take several more years to train all
of the insured OBs and to evaluate the
actual impact on claims, Mr. McCarthy
said that preliminary results at BI Dea-
coness Medical Center—the location
for the first team training—are very
encouraging.

He noted that in the three years post-
training, claims and lawsuits dropped
from seven to two, and high-severity
claims from five to one. Another mea-
sure—the Adverse Outcomes Index, a
quality indicator database of adverse
maternal/neonatal outcomes—showed
a 55 percent drop over the same period
of study.

The unique nature of RRGs provides
incentives for their owners and insureds
to develop and implement effective risk
management and loss prevention pro-
grams that are not always feasible when
insurance is purchased from traditional
insurers.

With 240 RRGs now operating (as re-
ported in the April issue of the Risk Reten-

tion Reporter, and profiled in detail in the
just-published 18th annual edition of
the “Risk Retention Group Directory &
Guide, 2007"), RRGs are not only fulfill-
ing the role Congress intended for them
when it passed the legislation 21 years
ago, but they are providing the impetus
for insureds to bring best practices into
their respective professions.
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TIME is Everything.

To your insureds, time is measured by each second
they feel out of control after a water damage
occurs. To you, time is money - the longer it takes
to address the situation, the more it can cost.
To SERVPRO® Franchise Professionals, timely
response can mean the difference between
restoring property and replacing it.

B You can be reassured with more than 1,350
SERVPRO® Franchises servicing 49 states,
someone is nearby to help.

More than 5,800 trained technicians are
available nationwide 24 hours a day. 365
days a year to help you close the claim
quickly and help your insured get their
life back.

More locations with more technicians help
SERVPRO® Franchise Professionals mitigate
losses quickly.

SERVPRO" Franchise Professionals
understand time is money.

SERVPRO-

Fire & Water - Cleanup & Restoration™

1-800-SERVPRO

Independently Owned and Operated

Franchise Opportunities Available

Service Response Guidelines*

(1

Within one hour from notice of
loss, a SERVPRO® Franchise
Professional will contact you to
arrange for service.

(4)

Within four hours from notice of
foss, 2 SERVPRQO" Franchise
Professional will be on-site to start
mitigation services.

Within eight hours from notice of
loss, a ver%)al briefing of the scape
will be communicated to the
appropriate person.

*Service Response Guidelings — Exceptions may

| apply andef cereain conditions, such as a local

catastrophic event or scorm sttuation.

Franchise Opportunities Available

Like it never even happened.”
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