
SCFP SUBCOMMITTEE ON TWIN CITIES FACILITIES AND SUPPORT 
SERVICES (STCFSS) 
MINUTES OF MEETING 
DECEMBER 20, 2006 
 
[In these minutes:  Insurance] 
 
[These minutes reflect discussion and debate at a meeting of a committee of the 
University of Minnesota Senate; none of the comments, conclusions or actions reported 
in these minutes represent the views of, nor are they binding on, the Senate, the 
Administration or the Board of Regents.] 
 
PRESENT:  Calvin Alexander, chair, Steve Fitzgerald, Peggy Johnson, Denny Olsen, 
Laurie Scheich, Steve Spehn, Gary A. Davis, Gordon Girtz, Gary Jahn, Lyndel King, 
Howard Towle, George Wilcox,  
 
REGRETS:  Elizabeth Anderson, Carrie Meyer, Brian Horgan, Patrice Morrow, Jennifer 
Hannaford, Rochell Heiden 
 
ABSENT:  Lorelee Wederstrom 
 
GUEST:  Cary Jones, Risk Management 
 
I).  Professor Alexander called the meeting. 
 
II).  Professor Alexander deferred the approval of the November 15, 2006 until the 
February 21, 2006 STCFSS meeting. 
 
III).  Professor Alexander welcomed todayÕs guest, Mr. Cary Jones from Risk 
Management.  Mr. Jones was invited to provide information on how the University 
handles its insurance needs.  Mr. Jones began by distributing a two-page handout, which 
provided an overview of how the University insures itself.  He then explained the 
UniversityÕs two insurance methods: 

1. Purchased insurance – The University purchases insurance for the property it 
owns.  The University owns approximately $6.7 billion in property, which it does 
not have the capacity to self-insure for catastrophic loss. 

2. Self insurance – The University self-insures for professional, general, educatorÕs 
legal (employment practices), and automobile liability through RUMINCO Ltd.  
RUMINCO is a wholly owned, captive insurance company owned by the Regents 
of the University of Minnesota http://oam.software.umn.edu/ruminco/.  (With 
respect to WorkerÕs Compensation, this is a self-insured, unfunded, pay-as-you-
go program at the University, which is run through the fringe pool). 

 
Over the years, Risk Management has converted several of its purchased insurance plans 
to self-insurance, which has saved the University a significant amount of money on a 

http://oam.software.umn.edu/ruminco/


recurring basis.  It is Risk ManagementÕs philosophy to have the University self-insure 
whenever it makes sense from a business perspective. 
 
Questions/comments from members: 

• Insurance coverage cost the University roughly $10 million during the period 
7/1/04 – 6/30/05.  Mr. Jones stated that this is correct, with roughly $6.8 million 
spent on self-insurance costs and slightly over $3 million in insurance premiums.  
He added that of the $3 million of purchased insurance, $2.7 million was spent on 
property insurance. 

• What will the WBOB disaster cost the University?  Mr. Jones estimates damage 
from the October rainstorm to WBOB will cost about $700,000 of which the 
University is responsible for the first $200,000 in the form of a deductible.  Then, 
as a participant in the Midwestern Higher Education Master Property Program, a 
regional collaborative venture that provides comprehensive property coverage, the 
University has money in its retention pool and will pay out another $250,000 
before the remaining balance of $250,000 is covered by insurance.  This claim is 
not expected to have an impact on renewal of the policy or its premium because 
the University has group coverage. 

• What happens in the case of the University of Louisiana at New Orleans 
following Hurricane Katrina?  Mr. Jones was unsure, but speculated that 
insurance would be inadequate in such a situation and that Federal money would 
be needed to help rebuild.  He added that before 9/11 an institution could 
purchase blanket coverage, which meant an institution would be covered for the 
total values reported as lost.  However, after 9/11, the reinsurance market became 
very tight, and there was not money available for all those interested in 
purchasing blanket coverage to do so. 

• How are student groups insured on campus?  Mr. Jones noted that there are two 
types of student groups, campus life groups, which are considered part of the 
University, and non-campus life groups or registered student groups.  If a campus 
life group holds an event on or off campus they are insured through RUMINCO.  
On the other hand, registered student groups are treated as outside entities.  If they 
rent space at the University they must sign a use agreement and show proof of 
insurance for events with more than 100 people or purchase insurance through 
Risk Management.  Mr. Jones explained that Risk Management provides access to 
two types of liability policies for student groups who are interested. 

• Consideration should be given to treating registered student groups like campus 
life groups.  There should be some mechanism for making insurance coverage a 
benefit for all registered student groups.  Mr. Jones acknowledged that the current 
system is somewhat complicated.  The Delegation of Authority policy does not, 
however, give a registered student group the authority to bind the University in a 
contract.  Mr. Jones noted that the UniversityÕs methodology for how it treats 
student groups with respect to insurance coverage is consistent with many other 
institutions. 

• What is the difference between campus life student groups and registered student 
groups?  Campus life student groups are affiliated with a department that monitors 
their activity, whereas registered student groups are independent of the 



University.  Although registered student groups receive some benefits from the 
University for registering they are not part of the University.  There are roughly 
700 registered student groups on campus, of which only 10% - 15% are campus 
life groups. 

• Will the new budget model impact how Risk Management allocates its costs?  No, 
stated Mr. Jones, Risk Management already allocates its costs out. 

• Are departments required to pay a deductible if they have a claim?  Yes, 
departmentÕs can be responsible for up to $10,000 in deductible costs for 
property claims, and $500 for laptop claims.  If there is more than one department 
involved in a property claim the deductible is shared on a pro-rata basis, although 
Risk Management reserves the right to waive shared deductible payments in order 
to expedite the claim process. 

• Does the University purchase pollution liability insurance?  Mr. Jones stated that 
the University does not purchase pollution liability insurance primarily because 
the coverage does not warrant the cost.  He added that there is a component of 
pollution liability insurance in the UniversityÕs property insurance coverage, 
which would cover a sudden, accidental spill. 

• In a pollution liability situation, how would the University pay for a third party 
claim?  Mr. Jones stated that no exclusion exists under RUMINCO, therefore, the 
same coverage that applies under the general liability policy would apply in a 
pollution liability situation. 

• What are the insurance implications for the use of 15-passenger vans for the 
University?  Mr. Jones stated that the University pays somewhat more money on 
excess auto liability for 15-passenger vans that are driven out of state.  In Mr. 
Jones opinion, he would prefer the University not rent these vans, but no decision 
to stop renting them has been made.  Since the University instituted its 
requirement that all drivers of 15-passenger vans complete its driver-training 
program, there have been no rollovers. 

• Who administers the comp and collision program at the University?  Mr. Jones 
stated that Bill Roberts of Fleet Services administers this program. 

• Are there many instances where a University department purchases insurance on 
its own rather than going through Risk Management?  No, this does not occur 
very often as all departmentsÕ insurance needs are supposed to be handled by 
Risk Management.  For a University department to purchase insurance on their 
own would be wasteful of University resources. 

• How does Risk Management handle litigation situations?  This question stems 
from the work by Thomas Schumacher from the Office of Compliance related to 
risk identification and assessment.  Mr. Schumacher has been looking at risk areas 
for the University e.g. what it might get sued for, where it might break the law, 
etc.  Mr. Jones stated that there are pre-litigation claims and claims that actually 
go into litigation.  He stated he decides whether a claim should be paid, settled, or 
forwarded onto the Office of the General Counsel.  The Office of Risk 
Management & Insurance and the Office of the General Counsel work together 
closely. 

• How does the University handle fines?  Who pays for fines assessed to the 
University?  Mr. Jones stated that he does not have insurance for fines.  While he 



assumes that a department would pay its own fine, he suggested asking the Office 
of the General Counsel or Vice President Pfutzenreuter for an answer to this 
question. 

• How would the University insure a Gopher Stadium during its construction phase 
if one were to be built?  Mr. Jones noted that this type of project could be insured 
through Owner-Controlled Insurance Programs (OCIP).  An OCIP is stand-alone 
policy that covers all aspects of a project during its construction phase e.g. 
property insurance, potential pollution problems, WorkerÕs Compensation 
claims, and so forth.  Alternatively, the University could decide to insure such a 
project in a conventional manner. 

• How are most construction projects insured at the University?  What recourse, if 
any, does the University have if a building does not operate to specifications upon 
completion?  Mr. Jones noted that typically problems are resolved through 
warranties, buildersÕ risk insurance coverage, etc. 

• How are problems that arise within one year following the completion of a 
building project handled?  If a problem arises Mr. Jones stated he would review 
the projectÕs contract because written contracts govern which party is responsible 
for what. 

• What happens if an architect gives bad advice on a project?  Does the engineer 
architect bear any responsibility for this poor advice?  The University would have 
a contract with the architect, which would require Errors and Omissions 
Insurance.  The contract would be reviewed if a problem was uncovered, and a 
decision as to whether or not the University should litigate would be made. 

• Please provide an example of an expensive insurance claim for the University?  In 
the 18 years Mr. Jones has worked in risk management, the most costly claim he 
has handled is the Swenson Science Building claim in Duluth.  Professional 
liability claims can also be very expensive. 

• Why does the University have a cap/maximum amount it can pay on its claims?  
The University is considered an entity of the State of Minnesota, and is covered 
by Chapter 3.736 (http://www.revisor.leg.state.mn.us/stats/3/736.html).  The 
University has a cap of $300,000 for each claim and $1,000,000 for each 
occurrence.  The statute reads that the state or an entity of the state will waive its 
cap to the level of insurance that is purchased.  Since the University self-insures 
through RUMINCO with higher limits than are statutory, the UniversityÕs caps 
are $1,000,000/$3,000,000. 

• How much money is in RUMINCO?  Approximately $28 million stated Mr. 
Jones.  The goal is to grow RUMINCO to the point where it will be self-funding, 
and there will no longer be a need to allocate liability insurance because the 
money that is earned off RUMINCO investments will fund RUMINCO. 

 
Professor Alexander thanked Mr. Jones for attending todayÕs meeting. 
 
IV).  Hearing no further business, Professor Alexander adjourned the meeting. 
 
        Renee Dempsey 
        University Senate 

http://www.revisor.leg.state.mn.us/stats/3/736.html


 


