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DP Insurance: 
A Management Tool 
Mark Schrndel 
Fredenck Gallegos 

Ad ear undemandrn11. 0 1 m~uram:c Jnd m i,,. management 15. necc~~3J'\ 
to review the adcquac, ol ilII orgamz..a11011 s DP insurance cuver­
age . The MIS manager must be aware o! lhc rd auonsh1p between 
n sk and in~urance 10 understand the ra11onalc behind msur.ince 

dec1s1om and the 1, pcs 0 1 in~urance that are mo~t applicable to the -'tlS 
envuunment 

Lnsurance d1smbutes lo,-.c.-, ~o lhat a devastating loss 10 an md1v1dual or 
busines 1s spread equitably amon2 a group of an~ured members Insurance 
does not prcvent loss nor does 11 reduce 1tS costs. 11 merely reduces the nsk. 
Risk. 1s the po~s1b1lity ot an ad"erse dev1a11on trom a desired outcome !e.g .. 
the pos ability of dying before reaching age 70. a home being destroyed by 
fire . or a.n mterrupuon in business opcrauons l. 

When not manage'1 . n sks may be assumed that should be insured . and 
vtcc versa Insurance pohc1es often provide overlapping coverage m some 
areas and none tn o ther . cnucal :ltc:1$ . Addition J problems include lack ot 
control over loss and premium costs. uneconom1cal insurance ammgementS. 
organ1u11onal errors. and failure 10 adopt loss-prcvenuon techniques . This 
chapter d1 cussc mk management techniques. insurance altcm;,uve~. and 
aspecL~ of m~urance coverage. 

THE REQUIREMENTS ANO AOVANT AGES OF INSURANCE 

The fo llowing rcqu1s11es must be met for insurance companies 10 calculate 
risk in monetary tenns and d1stnbute costs over enough members to cover 
losses and leave a profit: ' 

• The insured obJccts must be of ufficient number and quant11y to allow 
a reasonably close caJculauon of probable loss . 

• Losses must be acc1dentaJ . 
• Losses must be capable of being detcnnmcd a.id measured . 
• AJI insured objects should not be ab;c to be s1multaneo1:~ly destroyed 

(i.e .. catastrophic hazard should be minimal). 
Exhibit XJ-6-1 outlines those business risks that arc and arc not insurable. i 
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Rllb IMunlble commerically; 
• Propeny nskS-The uncenainty surrounoIng tne occurrence of direct ana indirect 

lost of propeny. 
• Pel'IOnal nskS-The uncertainty surrounding tile occurrence of loss of life or income 

as a result of: 
- Premature <Seatll. 
- Physical d1sab11ity. 
-Old age, 
-Unemployment 

• Legal llab~ity nskS-Tlle uncertainty surrounoIng tile occurrence ot IOU ccuMld by 
negl'9ent ~llavtor resulting m In1ury to persona an11ng ou1 of: 
-The use of automobiles. 
-The occupancy of buildings. 
- Employme,it. 
- The manufacture of products. 
- Profeesonal m19COnduct. 

F-?laka not tnaurllble COfflmerclally: 
• Martc.i rtskS-Fac1Drs that mrt result In loss to propony or income. including: 

-Seuonal or cychcal price changes. 
--Conaumer 1ndiffentnce. 
-Styte changes. 
-Competition offenld by a better product. 

• Poitlcal risks-Uncerta,nity surrounding lhe occurrence of: 
-War or O\lef'throw of the pernment. 
-Aestrictions imposed on free trade. 
- Unreuonable or punitive taxation. 
-Aestrlctlons on free exchange of currencies. 

• Production risq-Uncenarnties surrounding occurrence of: 
-Failure of machinery to function economically. 
-failure to solve technical problems. 
- Exhau11ion of raw matorial resources. 
-Strikes, absenteeism. and labor unrest. 

Exhlbtt X~ 1. lnaurable ind Unlnaurable Commercial Alna 

Although there are obvious costs (i.e . . premiums) involved in insurance. 
some economic and social vaJues of insurance that may not be :>bvious 
include:1 

• The amount of corporate accumulated funds needed to meet possible 
losses is reduced. 

• Cash reserves that insurers accumulate arc freed for investment pur­
poses. effecting a better aJlocat.ion of economic resources and in­
creasing production. 

• Because the supply of invescable funds is greater than ii would be with­
out insurance. capital is available at a lower cost . 

• lnc entrepreneur with adcqwuc insurance coverage is a better credit 
risk. 

• Insurers actively engage in loss-prcventic.n activities. 
• Insurance contrit,utes to business and social stability by pl'O(CCting 

business firms and their employees . 
Insurance is an impon.ant means by which businesses can manage risk: it is 
not, however. the only means . 
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REDUCTION OF RISKS 

H.1sb thJl .ire not 10,urablc LJn be m.ina11co m other "·'" II\ tnl.' ,.i111c 
1oken. tx:cau,e J n,k " m,ur.iole Jlic, not meJn that m,ur.inlc 1, th~ 11n1, 

wa~ to handle 11 

R1~k redurnon lJn ~ J1.:complt,hcd 1hrou11n In" pre\cntwn JnJ 1.lllllHll 

II lhe JX)~\lbtlllv 1ll Ill S lJ11 ~ pre'-Cnted . lhe n, t- ,~ ch nun.ited. t:\cn 
reducing the chance lll the Im·, occumng " J \lgni w:ant Impro\l•men1 II 
Ihe chances cannot be reduceo. JI leru.t lhe se,emv 0 1 the loss , Jn 011en be 
controlled . The redui.:uon method 1, lrcquemll u~ J v. nh tn:)un1m.:e 1n lei.sen 
1hc prcmIuml> 

Uninsurable n,ks ~Jn JISo be reduced by m k rc tenuon. v.h1ch can be 
voluntary or mvoluntarv. depending on the organ1za11on·s Jwarenes,; ot lhe 
nsks. The retenuon rnelhod . v. h1ch I~ someumes re terrcd to~ ,ci r-insur­
ance . )hould be volumary and ~houhJ meet the fo llow ing cmena • 

• The nsk should be l>prcad physicall y ~o that t.'lerc 1s a re350nabl~ even 
distnbu11on o; exposure to loss over several locations. 

• A study should be made to detcnmne the maximum exposure to lo :, 
• Com1dera11on ,hould he !!" en to the po)s1b1hty 0 1 unl:.t \'Orable lo" .: , ­

pcn encc. Jnd J dcc1s1on reached as 10 whether •h1~ i:on11ngcnc\ , hould 
re covered b\ provI '-IOn lor ,elt -1n, urance re-,erve:.. 

• '\ premium charge ~hould be made aiamst opera11ons that 1~ adequate 
10 cover lo se!I and anv increase in reserves that appears ad, 1sable. 

Many companies. however. retain nsk s without esumaung the 1u1ure los5e\ 
or reserving funds 10 pay tor these losses. 

To decide what methods to use. companies mus;, fi rst analyze their nsks 
Managing the nsk ot !>1gni lican1 lusscl- I~ essen11al lo protecting the tnterests 
of a business . 

RISK MANAGEMENT 
Risk management ensures that nsk losses do not prevent corporate man­

agement from seeking us goals of conserving assets and max1m121ng prof­
Its .1 The functions o f risk management tncludc the follo wing:• 

• Recogmzmg the exposures lO loss by developing an awareness of the 
possibili ty of each type of loss This 1s a basic duty that must precede 
al l other funcuons . 

• Es11ma11ng the frequency and siz.e of 10S5 by detenmning the probabil ity 
of loss from vanous sources. 

• Dectdtng the best and most economical melhod of managing the n sk ot 
loss. "'heather 11 be by assumption . avoidance. sel f-insurance. reduc-
1100 of hazards. transfer. commercial insurance. or a combinauon of 
these methods. 

• Arlministenng the programs of risl: management . including constant 
reevaluation of the programs and recordkceping. 

lllcsc functions should be earned out through the following steps:· 
• Determining the objectives. 
• Identifying the risks . 
• Evaluating the risks. 
• Considering the alternatives and selecting the risk treatment device. 
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• lmplcmen11n~ the Jcc1~1on 
• Pertonrnng an e\ alua11on Jn<l re\ 1eu. 

In lollowmg 1hese ,1cp~ . 1he urnJn11Jt1on \hould con~1der 1he odds and 
, hould no1 n k more 1han the n•mpan} rJn J.llord 10 lo\c or ml.. a 101 ror a 
ltnle • lncse rulell point ou1 1ha1 mk managemem 1~ ,n iat l a ~ ncs ot 
.:osubene1i1 dc<.:1s1ons. 

Determination of Objtctlvet. A ,el 0 1 clearly defined ob1ecuves can 
1iu1de those responsible for developing and admin1s1enng the nsk manage• 
anent program. a:. well as prm·1de a means for evaluaung the program·s 
;-ertormance Obviously. each company has objectives spcc1fically suited to 
11s operauon. howevtr. \Orne broad ob1ec11 vcs can be defined . First. the 
..iggregate cos1 of nsks should be kept 10 a minimum. m each fi nancial year. 
:he cost oi nsks should be kept below the poin1 at which a company's assets 
J r earnings would be s1gmfican1ly reduced by uninsured los~s. The cost of 
. ,sks 1s defined as rhe sum of the following: 

• The direct and consequenual costs of loss prevenuon measures. 
• Insurance premiums. 
• The cost of losses sustained (including expenses to cunatl the losses,. 
• Net cost of 10demn111es from msurers and third parties. 
• Expenses ol relevant management. admrmstrallon. :ind finance. 

S!cond. the pnme goah ot a company should nol be preJud1ced. Third. J 

c.,mpany must avoid a loss that 1s neither insured nor 1dent1fied. Finally. the 
hi'::. heallh. and property of others should be respected.' faecuuve manage• 
men! should tie mvolved in forn1ulating the company·:, risk management 
ob1ec11ves. 

!~lak Identification. This step is probably the most imponant because 
undenttficd risks arc retamcd by default. Using the fol lowing identification 
toois can ensure a comprehensive rev1ew:10 

• Inspection-An examinatton of the finn 's vanous operation sites and 
discussions wnh managers and worters. 

• Flow process chart - A flowchart of the finn • s operations. 
• ,? isk analysis questionnaire - A scnes of detailed questions about the 

; >mpany' s operations. 11 If the questions arc too general. unusual 
'. \pc>sun:s or unique loss areas may be overlooked. 

• \ 1aJys1s of fi nancial statements- An analysis of assets in the firm 's 
11!ance sheet for cntical areas of exposure (also referred to as asset· 

, tposure analysis>. '2 The income and expense classifications in the 
1r.come statement can be similarly analyzeu tor areas of risk. 

• lmunnce policy checklist- A catalog of various policies or types of 
in•urance that identifies insurable risks. (This infonnation tends to 
ig1.-orc unmsurablc risks. I 

The rec,1mmcndcd approach is 10 use several tools. Because each tool views 
the busi 1ess from a differc11t perspective. in combination they create a more 
complete picture of the risks to which the finn is expos-;d. 

As a r~sult of the increased reliance on computers and automated systems. 
special emphasis must be placed on the review and analysis of risks in these 
areas. MJS facilities and hardware arc often included in the company's 
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\lVerall plant and property rc,1e~ . however. JJloma1ed ,~,,em!. require J 

!.epara1e analyst~. t:!,pec1ally "'hen 1hese ~,~1ems are 1he wlc ,ource 0 1 m1 or­
rnat1on cnucaJ 10 the bU!,IOC!,~ f he m k~ ~~!,OClated ""h MIS n.:wurce, 
tncludc natural disasters. accidents. vandalism. and theft. ' T,> J:.)1St in the 
1den111icat1on and evaluation ol MIS-related nsks. the lollo"mg tools Jnd 
techniques have been developed: 

• Secunty audit and field evaluauon I SAFE)'' - A checkh~t 0 1 nsk 
exposures relating 10 data processing and a raung \Cale for measunng 
the effecu veness of the protection. 

• Expected loss :ippruach11 - A method developed by I BM that assesses 
the protable IO!,S and the lrcquencv of occurrence tor all unacceptable 
events for each automated !,}'item or dala tile . The unacceptable evc'.nt!, 
arc categonzed as: 
- Accidental disclosure. 
- Deliberate disclosure 
- Accidental modtficauon . 
- Deliberate mod1fica11on 
- Accidental dcst11Jct1on. 
- Deliberate destrucuon. 
An algonthm 1:. u:.ed 10 calculate the e,po:,ure 1n term:, o l a n order 111 

magnitude m cost. 
• Sconng approach'"- ldenulies and weighs ~anous charactenst1cs 0 1 

the automated systems The fi nal sco~ 1~ used to compare. systems and 
rank the1t tmponance. 

• ESTIMACS" - A software esumaung system that includes certain 
risk-related i11fonna:1on. 

• Risk analysis and management program (RAMP)1•- A software pack-
' . age developed specifically for 1denufymg and quanufying the loss ex­

posures related to data processing . 

Rlak Evaluation. Evalua11on involves quan11fymg or rarJ(mg the size and 
probability of a potential loss. The nsks can then be categonzed as fol­
lows:·" 

• CriucaJ - All exposures an which the possible losses arc of a magnuude 
that would result m bankruptcy. 

• Important-Those exposures tn which the possible losses would not 
lead to bankruptcy but would require the firm to take out loaris to 
continue opcrauons. 

~ • • Unimportant - Those exposures tn which the possible: losses could be 
accommodated by existing assets or current income without imposing 

f undue financial strain. 
Assigning the identified nsks 10 one of these categories gives it a level of 

l significance and helps in de1ermmmg the proper means for treaung 11. 

Chofce of Techniques. Risks can be managed using one of the following 
iechniques: 

• Avoidance. 
• Prevention. 
• Reduction. 
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1 High severily or catastrophic loss riskS: 
• Wl'r<( ,s the loss so severe? 
• How will the loss arise? 
• What are the shortcomings of the existing control procedures? 

2. l'IIOtdance: 
• Is it 1mpossIble to avoid? 
• ts ,t ,mpractical 10 avot<l? 
• Is rt too expensive 10 8110td? 
• Is 11 tco lim~ nsumIng to aw1d? 

3. PnM1ntion: 
• Are there any direct countermeasures to prevent the risk from occurring? 
• Are they cost-etfel 1Mt? 
G Do th..y haw beneficial side effects? 
• Do they have advene side effee1s? 

4. Reduction: 
• Are there any direct countermeasures to reduce the nsk? 
• Art they COSl-eNllctMI? 
• Do th41Y reduce the lose occur.-.nce? 
• Wlll other risks be reduced as well? 
• Do they have beneficial side etfects? 
• Do they have a<Nerse side effects? 

5. Transter. 
• By insurance? 
• By contractual agreement? 
• By other means? 
• Are there other benefits? 
• Can the risk be belt dealt w ith by a comb,nat,on of conIrols? 
• Can it be partially reduced and partially trans1erred? 
• What are the benefits ?f each method? 

6. Retention: 
• By self.insurance? 
• By other means? 
• ea., rt be partially reduced arid partially retained? 
• What are the benefits of ~h method? 

Exhibit X:._2. Rllk Expo94.n Techniques Checklllt 

• Transfer 
• Retention. 

More than one technique may be applied to a given risk (as is usually the 
case with reduction and transfer 0r .1ent1on). The risk management objec­
tives should be used as a gu11.1e 1n choosing a technique. As list of questions 
to consider when selecting a technique is provided in Exhibit Xl-6-2.lD If 
consideration is being given to the transfer technique and. in panicular, the 
use of insurance. the following additional items should be taken into ac­
count:" 

• Advantages of deductibles - Retaining a ponion of the risk (i.e., the 
deductible) can greatly reduce insurance costs (i.e .. premium~). 

• Tax considerations- The impact of tax laws on insurance costs and 
losses may influence the decision. In business, property and liability 
insurance premiums are a deductible expense. as are uninsured losses. 
Contributions to a funded retention program are not deductible. 
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• Sclecuon 0 1 the 1murcr - Facton. to consider in ,clecung an in,urer 
mcludc:-' 
- Ava1lab1lm ol coverage 
-Cost ot coverage. 
- Financial solvency. stabili ty. and prolitabtlity ol the insurer 
- Quanuty and quality of \erv1cc offered. both by the ini.urer d irectly 

and through the agency ~ys1em that 11 uses. 
If cons1dcra11on 1s bemg given 10 retaining the nsks. the following maJor 
financial aspects must be analyzed in assessing the valu.: of the loss reten-
1100::.i 

• Cash now- Because losses arc not always paid for when they occur. a 
company may have the use of those tunds for \'af)'lng penods and may 
earn a return on them until such time as the losses arc actually paid. 

• Oppommity cost of funds-If a fund 1s set up to meet losses. the finn 
may expencnce some loss m mtcrcst that could be earned if the money 
weR used in Lhc business as working capital. 

In generaJ. the financial advantage of loss retcnuon ,s greater when::• 
• The difference is small betwe.en interest rates on liquid accounts and 

rates of rctum on capital employed within the business. 
• Commercial insurance rates on the nsk arc relatively high ccmpared 

with the opportumt)' costs ot funds. 
• The firm· s perceived needs for liquid loss reserve funds arc low H .e . . 

the fmn becomes more willing to accept risks). 

Finally. the f'f'.cords and documents of past losses and risk decisions can 
be used as a pnme mforma11on source in the process of choosing the appro­
priate risk-handling technique. In this way, Lhe knowledge. experience. and 
patterns of the past can be put to good use. 

Once the appropriate technique has been chosen. it must be implemented. 
The necessary facts anci figures arc now available to help ncgctiatc insur­
ance. set up a loss-prevention program. or establish a loss-reserve fund . 
Elbibit XJ-6-3 illustrates the risk analysis structure up to this po•nt. u The 
vlrioos implemented plans must now be evaluated and reviewed. This is an 
important process because the variables arc constantly changing (e.g .. new 
risks ansc. old ones disappear. and techniques that were appropriate last 
year may no1 be this year) and mistakes sometimes occur: the wrong tech­
nique or the wrong coverage mus! be detected before ii proves too costly.:. 

DETERMINING ADEQUATE DP INSURANCE COVERAGE 
Risk management functions act as a guide during the revi~w of DP insur­

ance coverage. lt first must be understood why insurance was selected. The 
steps outlined in the previous section can help verify that: 

• The objectives of the risk management policy arc in line with the over­
all goals of the organization . 

• The methods used to identtfy the risks associated with data processing 
!)['OVide an accurate and comprehensive list. 

• Risk exposures arc properly quantified and categorized. 
• The appropriate decision has been made after consideration of the aJter­

natives. 
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Poss1b11ity of Loss Aecogn12ed 

• Investigation of Facts 

t 
Size of Maximum Possible LO~ Oete1m1ned 

' + Not Severe 
t 

S!Were 

' y 
Assume Risk Analysis of Hazards 

Loss lontrol 

' 

Analysis of Hazaros 
J 

+ Recognition of Hazaros 

+ Eliminat10n of + Reduction of + AllOldance of Activities 
Cenain Hazards Certain Hazards Producing Hazards 

Aecogmuon of Hazards 
t 

S
. ,.t 
1gn1 ,cant but 

"l 
Catastropll1c 

Noncatastropll1c Loss Loss 
J 

+ Transfer 

y 

+ Diwrs1ficati0n of + Transfer 
to Others Loss Exposure 

+ 
to Ot"ers 

t t 
Aeserw, + Captive + Commercial C&Dt!Ve 

t 
Commercial ' Captive 

Fund Insurer 
Insures 

Insurance Insurer 
Relnsures 

Insurance Insurer 

t 
Reinsurance 

Exhibit ~ - Structure of Risk Analy1l1 

After the risk management process has been reviewed. a more detailed 
investigation of MIS-related risks can commence. The followtng is a list of 
questions that must be addressed: 

• Prevention and reduction: 
- Is there J comprchens1ve. up-to-date disaster recovery/contingency 

plan? 
- What efforts have bcr.n made to check that the plan 1s work.able1 

- Arc the backup and retention of critical files adequate? 
- Arc there off-site backups of the appropriate files? 
- Arc the procedures and practices for controlling accidents adequate? 
- Have practical measures been taken to control the impact of a di-

saster? 
- ls physical security adequate to protect propeny and equipment? 
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- ls software ~ecunty adequate to protect 1mponant or !.cns111ve tn · 

formation·? 
- Are there appropna1e balancing and con1rol checks made at key 

points in !he processing ! 
- Arc there appropnate control checks on 1he opcrauons ! 
- Arc there appropnate control checks during the development and 

modification of systems'! 
- Do contracts for purchases or leases have terms and conditions thal 

adequately pro(CCt the company 1f there 1s a problem! 
- Arc facihues and equipment maintained property·! 

• Transfer: 
- Arc those risks that should be handled by insurance. accordin~ 10 the: 

nsk management obJccuvcs and (he nsl. analysis. m fact bemg done 
so'! 

- Has the insurer been evaluated'! 
• Retention: 

- Are nsks retained that. according to the nsk management obJecuves 
and the nsk analysis. !.hould be t 

- Have deductibles been used Judiciously ., msuranr.e policies? 
Once the methods available to prevent and reduce nsk losses have been 
examined and the nsks to be insured bve been detennmed . attention can be 
focused on the insured risks. 

In the MIS environment. there arc special nsks that are Cf"!:.ononly han-
dled by imurance. including::> 

• Damage to the computer equipment. 
• Cost of storage media. 
• Cost of acquiring the data stoced on the media. 
• Damage to outsiders. 
• Business effects of the loss of computer funcuons . 

The types of insurance policies that cover these nsks include propcny. 
liability . business interrup11on. and fidelity-bonding insurance . Exhibit 
Xl-6-4 provides a chcckJist for a review program that deals w11h insurance 
coverage.:, 

The review of the policies special ly wnne n for MIS-related n sks should 
e,i.amme::<1 

• Coverage of hardware and equipment (1.e .. tape drives. tenmnals. 
printers. and CPUs). 

• Coverage of media and information stored thereon - For example . a 
blant tape that 1s destroyed can be replaced at the cost of a blank tape . 
lf the tape contains 1mpo."tant informauon. however. the value of the 
tape plus the value of the lost information must be recovered. 

• Coverage of the replacement or rcconsttUction cost and the cost of 
doing business as usual (i.e .. business intemiption)-This might 
involve renting time on equivalent equipment from a nearby company. 
paying overtime wages for reconstruction. and "detective won ... 

• Noncoverage of such items as damage to media from magnets. damage 
from power failure (blackout) or power cut (brownout). and dmlage 
from software failure . 
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1 Secure ano ellam1ne statements 01 comoanv poucv C0,1ering insurance 
2 Rev,, ,. written oroceaures memoranaums Jno otner m;uer1a1 10 oe1erm1ne 

whetf ·er· 
• 1nstruc::~n~ covering tne orocurement ano maintenance 01 coverage 1n accoro­

an..:11 with company 001ocy a1e •n force 
• P;oceoures are aoequate tor oersonret 

:i Review contract Illes. 1ease rites. ano pertinent risk anatyses to oeterm;ne wnether 
the ri sk management department 1s 1ntormea of nsu to wn,ch the company may 
oe exoosed. so that adequate c011erage may r a main1a1neo ,n accoroance with 
company policy 

4 Oe!!'rm,ne rt>Qu irements tor company insurance coverage under loan agreement,.. 
sale9 Cv~"acts. ano similar items Venty that the reouirements are met 

5 Determine wnetner resoons1011tty tor 1ntorm1ng tne r1sl( management 0epartment of 
contracts ano contract revisions ,s assignee ano enforced so that adeouate cover­
age may oe ma1nta1ne<i 

6 Prepare a scneoule of pohc1es 1n torce with ou1s1oe earners snowing 
• C01111ra9e 
• EKposure 
• LOCa11ons. 
• Premium 
• Other pertinent oata 

7 Review tne types ano l1m1is ot c011erage Mal(e sure tnat tney are ma1n1a1neo in 
general accoroance w •tl'l comoany pahcv 

8 Examine oollc1es ano relateo corresoonoence to ventv tnat 
• Policies on Ille are hs1eo in tne scneoute ano 0011c1es on tne scneoule are on hie 
• Pol,c1es are adeQuatelv satequaroed 
• All s1gn1hcan1 oata 1s snown on tne scneoule 
• The company 1s snown as the 1nsureo 
• Where apphcar:,te, suos,d,ary d1v1s1ons. locauons. and compan,es are soec1fied. 
• Endorsements are pnys1calty attached to policies ano are property appucable. 
• Required premiums or d!OOS1ts are aopra,seo tor reasonao1eness ano accuracy 
• Risks and exclus,ons or restrtci1ons are dehMely spec,fied and are applicable. 

9 Review ano test the proceoures lolloweo Oy the risk management department to 
ensure tnat: 
• When oroers for 1nsu:-ance a•e placed. binders and pohc,es are received. 
• Aenewal ot pJhc1es 1s aoequately controlled 
• Policies are conS1dereo for renewal 1n sufficient time to permit cons1derat1on of 

cnanges. 
• lrlYOices for premiums and deoos1ts are rev1eweo and approved Oy the risk man­

a99ment department oetore torwaroing to accounts payaole tor payment 
• Fmanc1al pos,uon of insurance earners ,s checked perlOd,cally 

10 Secure a copy of any repor,s renoere<i to management on insurance operations 1md 
check any f1 nanc1al figures snown on reports w1tn appropriate original recoros 
These reoorts should cover 
• Premium cost 
• lnsuraole values 
• Claims oa,d 
• Savings mace 

Elhlblt XI~ . lnauran~ Review Checkllat 

After tt has been venfied that ihe proper 11em!> J_fe co,ered 111 che policies. 
the dollar ,alues assigned mu~t be checked. The nsk analy 1~ data gathered 
dunng the evaluauon step of the nsk management process ~hould be used to 
compare the dollar values in the poltc1es wi th the quanufied nsk ex.posures. 
This companston . however. must take into account any preventton or re­
duction ac11ons as ""ell a!! any retained n ks Ce.g., as w11h deductibles) . 

SUMMARY 

Organ1z:>t1ons must develop a sound nsk management program m order 10 

determine the adequacy or thetr DP insurance coverage. The iim step m 
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properl~ de,eloping .i program !, txcomm11 J\I, .ire lit the hn111~ Jnd J,.h Jn• 
t:iges ot tn urance .ind li:am1111! the meth1.xh ot n,k reduction I-or the m l. 
management progr.im 11,elt. oh1ec11ve, mu,1 ne ,ktenninc<l. n,b mu~t Ix: 
1dcnt1tied. ca1e2onLed . .ind ..:,aluated. and ml,,.-h.indling techniqut:, mu~t ti..: 
chosen Lnder!>tand1n~ m,ur:.mce cho11.:e, and the 1,pc-, 111 pohc1e'> 1,.iil.iblt: 
1s aho important 

The development 01 J uimprehen,1,c: r1'>; rnJnacemcnt prneram I\ J lon11 
proce,s and a lot 0 1 v.nr11. Once e,tJt>h,he,J. h Ac:,er thr b<:m.:111~ b.:come 
invaluable 
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