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Risk Management

The essence of risk management lies in
maximizing the areas where we have some
control over the outcome while minimizing the
areas where we have absolutely no control
over the outcome -

Lo bl gl oLl laws (3 bl 3)ls] ae Sy
od @ Ol B e Sl e sl s,
Ll ol sl e s b ) Ll

Peter L. Bernstein
Against the Gods: The Remarkable Story of Risk
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After this lecture, you should be able to :

Lecture objectives
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s Define risk management and explain the objectives of risk management.
’:’ Describe the steps in the risk management process.
’:’ Explain the major risk-control techniques, including : Avoidance ,Loss prevention ,and Loss reduction
< Explain the major risk-financing techniques, including Retention , Noninsurance transfers and Insurance
< Apply the principles of risk management to a personal risk management program.
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Risk management

** Risk management is a process that identifies loss exposures faced by an organization and selects

the most appropriate techniques for treating such exposures
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- OBJECTIVES OF RISK
MANAGEMENT

Risk management has important objectives. These objectives can be classified as follows:

** Pre-loss objectives

** Post-loss objectives
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Pre-LoSS

Objectives

Important objectives before a loss occurs include economy, reduction of anxiety, and meeting legal obligations.

The first objective means that the firm should prepare for potential losses in the most economical way .

The second objective is the reduction of anxiety . Certain loss exposures can cause greater worry and fear for the risk manager and key

executives.

The final objective is to meet any legal obligations . For example, government regulations may require a firm to install safety devices to
protect workers from harm, to dispose of hazardous waste materials properly, and to label consumer products appropriately.
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Risk management also has certain objectives after a loss occurs. These objectives are .

The most important post-loss objective is survival of the firm . Survival means that after a loss occurs, the firm can resume at
least partial operations within some reasonable time period.

The second post-loss objective is to continue operating . For some firms, the ability to operate aftera loss is extremely important.

The third post-loss objective is stability of earnings . Earnings per share can be maintained if the firm continues to operate.
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Post-Loss Objectives
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The fourth post-loss objective is continued growth of the firm . A company can grow by developing new.
products and markets or by acquiring or merging with other companies. The risk manager must therefore
consider the effect that a loss will have on the firm’s ability to grow.
Finally, the objective of social responsibility is to minimize the effects that a loss will have on other
persons and on society ..
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PROCESS

There are four steps in the risk management process

¢ Identify loss exposures

** Measure and analyze the loss exposures

» Select the appropriate combination of techniques for treating the loss exposures
» Implement and monitor the risk management program

Each of these steps is discussed in some detail in the sections that follow.
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- STEPS IN THE RISK MANAGEMENT

Steps in the Risk Management Process

Identify loss exposures.

Measure and analyze the loss exposures.

Select the appropriate combination of
techniques for treating the loss exposures:
1. Risk control
- Avoidance
- Loss prevention
- Loss reduction
2. Risk financing
- Retention
- Noninsurance transfers
« Insurance

Implement and monitor the risk
management program.
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The first step in the risk management process is to identify all major and S C‘A& 'b& LSA flgb‘&‘ ‘vb‘ j}]\ % =

minor loss exposures. This step involves a painstaking review of all e8> ‘\"’f‘ °j‘h’u o u"*“:" °°M\) °Jl"§j\ JjL"“.’L‘
potential losses. Important loss exposures include the following: st Lo dogl J;\M;L\ yolas J..o.w il J;LM;L\ Cm.;-
% Property loss exposures R CEENY Sl ol X
% Liability loss exposures idegdl Ll 5l X
** Business income loss exposures , D JL«.@Y\ Jo’-: ;LM;-L u'pjd\ oo
¢ Human resources loss exposures | ﬂ"§f~" " dy il )l Sl (ol X
< Crime loss exposures : =" AL ey flad 5wl o
% Employee benefit loss exposures . ) E w# C il g0l aedall LI sl u,bjt.’ij\ oo
% Foreign loss exposures | wiﬁ\ Sl ol X
% Intangible property loss exposures dwgalll 8 Szl Al o adl o
% Failure to comply with government laws and regulations l,oj_(;-\ c?\j,U\j onleal) JUzeY) (3 el o
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ldentify Loss

Exposures

A risk manager can use several sources of informatior: ta idest fy tnz i-rer>din.t loss exposures. Theyinclude the
following:

/7

* Risk analysis questionnaires and checklists .

Questionnaires and checklists require the risk manager to answer numerous questions thatidentify major and minor loss
exposures.
+* Physical inspection .
A physical inspection of company plants and operations can identify major loss exposures.
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Exposures

/

** Flowcharts .
Flowcharts that show the flow of production and delivery can reveal production and other bottlenecks as well as where a loss can have

severe financial consequences for the firm.

X/

*¢ Financial statements .

Analysis of financial statements can identify the major assets that must be protected, loss of income exposures, and key customers and

suppliers.

J/

*¢ Historical loss data .
Historical loss data can beinvaluable in identifying major loss exposures.
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Measure and Analyze the Loss

Exposures

The second step is
the loss exposures in order to manage them properly..
This step requires an estimation of the frequency and severity of loss. Loss frequency refers to the probable
number of losses that may occur during some given time period . Loss severity refers to the probable size of
the losses that may occur.
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Exposures

Sl gl bt as folaall Sl o0 guie ]
s The third step in the risk management process Is to select the appropriate combpination ot techniques
for treating the loss exposures. These techniques can be classified broadly as either risk control or risk financing.
¢ Risk control refers to techniques that reduce the frequency or severity of losses . Risk financing refers to techniques that provide for
the funding of losses . Risk managers typically use a combination of techniques for treating each loss exposure.

* Riskfinancing refers to techniques that provide for the funding of losses . Risk managers typically use a combination of techniques

for treating each loss exposure.

Kizo olaad) ods Crinas - S6 . Sl bl ad bl wlaad) o ol o el o Sl 3y1s) ddes 3 AW S glad-l o
Al Lgd ol bl e 8ledt i ) ol
Sldaas o IS5 e W @ oladl ] bl Je dlendt s 2

Bld o5 IS Akl Sl e e Sale bl cle piseray S Lo b5 gl ol ) pas blsdt fygf LT o




E R Select the Appropriate Combination of Techniques for Treating the Loss

Exposures

¢ Risk Control As noted above, risk control is a generic term to describe techniques for reducing the

frequency or severity of losses. Major risk-control techniques include the following:

+* Avoidance
¢ Loss prevention

** Loss reduction
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= |, Select the Appropriate Combination of Techniques for Treating the Loss
Exposures

Avoidance

\/
0’0

Avoidance means a certain loss exposure is never acquired or undertaken, or an existing loss exposure is abandoned .

\/
0’0

The major advantage of avoidance is that the chance of loss is reduced to zero if the loss exposure is never acquired.

/

%* Avoidance has two major disadvantages.
First, the firm may not be able to avoid all losses.

Second, it may not be feasible or practical to avoid the exposure.
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Ty || Select the Appropriate Combination of Techniques for Treating the Loss
Exposures

Loss Prevention

It refers to measures that reduce the frequency of a particular loss . For example, measures that
reduce truck accidents include : driver training, zero tolerance for alcohol or drug abuse, and strict
enforcement of safety rules.

Measures that reduce lawsuits from defective products include installation of safety features on

hazardous products, placement of warning labels on dangerous products, and use of quality-control
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Loss Reduction

Loss reduction refers to measures that reduce the severity of a loss after it occurs . Examples
include installation of an automatic sprinkler system that promptly extinguishes a fire;
segregation of exposure units so that a single loss cannot simultaneously damage all exposure
units, such as having warehouses with inventories at different locations; rehabilitation of

workers with job-related injuries; and limiting the amount of cash on the premises.
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Risk Financing

As stated earlier, risk financing refers to techniques that provide for the
payment of losses after they occur. Major risk-financing techniques include the

following:

X/

*%* Retention

X/

** Noninsurance transfers

X/

s Commercial insurance
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Retention
It means that the firm retains part or all of the losses that can result from a given loss. It can be either active or passive.
Active risk retention means that the firm is aware of the loss exposure and consciously decides to retain part or all of it, such
as collision losses to a fleet of company cars.

Passive retention, however, is the failure to identify a loss exposure, failure to act, or forgetting to act.
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E R Select the Appropriate Combination of Techniques for Treating the Loss

Exposures

Retention can be effectively used in a risk management program under the following conditions:
** No other method of treatment is available .
s The worst possible loss is not serious.

s Losses are fairly predictable .
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Paying Losses
If retention is used, the risk manager must have some method for paying losses. The following methods are typically used:
+* Current net income : The firm can pay losses out of its current net income and treat losses as expenses for that year. A
large number of losses could exceed current income, however, and other assets may have to be liquidated to pay losses.
* Unfunded reserve : An unfunded reserve is a bookkeeping account that is charged with actual or expected losses from a

given exposure.
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ExXposures

=  Funded reserve :

It is the setting aside of liquid funds to pay losses. A self- insurance program (discussed later) that is funded is an example of a funded
reserve. However, if not required to do so, many businesses do not establish funded reserves because the funds may yield a higher return

by being used elsewhere in the business. In addition, contributions to a funded reserve are not income-tax deductible. Losses, however,

are tax deductible when paid.

= Credit line . A credit line can be established with a bank, and borrowed funds may be used to pay losses as they occur. Interest must be

paid on the loan, however, and loan repayments can aggravate any cash-flow problems a firm may have.
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Captive Insurer Losses*&s

A captive insurer is an insurer owned by a parent firm for the

purpose of insuring the parent firm’s loss exposures . There are

different types of captive insurers..

Captive insurers are formed for several reasons, including the -:W.w‘ w\.ﬂ\ QL—SJ“ o ol
following: U3 (3 de ol dnldl bl olSa (Lis) i
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Difficulty in obtaining insurance. -Cﬁ*‘w‘ ul_c J sd | Lono %
Favorable regulatory environment. . B 'y C
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Lower costs.
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Easier access to a reinsurer. .
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» A self-funded employee benefit plan has a number of advantages over a more traditional insured plan. They
include:

» The self-funded plan may be tailored to fit the needs of the group.

*» The self-funded plan has lower fixed costs than a fully insured plan. Most expenses are variable based on
the actual claims.

% The self-funded employer may use the independent, managed-care measures, such as preferred provider

organizations, pre-certification, and utilization review, that save the most money, rather than simply those the

carrier offers.
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Any leftover funds in the claim account may be reconciled against
future contributions.

Interest earned on the claim account is considered income to a non-
gualified plan. A qualified plan may use this interest for future benefit
payment.

Benefit plan administration through a professional third-party
administrator is reasonably and competitively priced. Only slightly
more involvement by the employer is required, such as verifying
eligibility, printing employee communication materials, and distributing
claim checks.

Self-funding with stop-loss coverage simplifies budgeting because
the employer always knows its maximum expenditure for group health
coverage.

Administrative services such as claims handling are often simpler,

r s S8 ol Oles (8 b Jlgal (s
gl clall

bt s jow SN Clus e LS 501
5L oda pliseral LgSiad Alagll aladl Ll alage 4&
ki) U olegial

5SS Aol B2 Byls| dgr SV e will) Labas )15
o BSjline oY) Ll Andlig Ugdne ylawl
aslb (el e sl Jie Jead) Clio e 2L
Ul SIS iy (il me folsdl Sl
ddos Loud LAY o (abodl dlox e G fsed
23V A Oy s el Lo OY Atz slus)
St )l el abad wlasd

5555 Lo P Ul ~ ;}st Je oY) clead
ST o0y et Sty dds any (f el cdaw
(PR () e palsdl ng




MIDOCEA

UNIVERSITY

| Advantages of retention

b1 b

The risk retention technique has both advantages and disadvantages in

a risk management program.

The major advantages are as follows:

X/
0‘0

>

>

L)

Save on loss costs . The firm can save money in the long run if its
actual losses are less than the loss component in a private insurer’s
premium.

Save on expenses . The services provided by the insurer may be
provided by the firm at a lower cost. Some expenses may be
reduced, including loss-adjustment expenses, general administrative
expenses, commissions and brokerage fees, risk-control expenses,
taxes and fees, and the insurer’s profit.

Encourage loss prevention . Because the exposure is retained,
there may be a greater incentive for loss prevention.

Increase cash flow . Cash flow may be increased because the firm

can use some of the funds that normally would be paid to the insurer
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The retention technique has several disadvantages: [P g dds Ll dudd
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% Possible higher expenses . Expenses may actually be higher.

Outside experts such as safety engineers may have to be hired.

Insurers may be able to provide risk control and claim services Jﬁ‘ 148, Uil oo
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Noninsurance transfers are another risk-financing technique. ) bsed 65T Al ga @ﬁu\ 2 bl &
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not commercially insurable. ww
% Noninsurance transfers often cost less than insurance. o
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better position to exercise loss control.
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Noninsurance Transfers
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Noninsurance transfers have several disadvantages:
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¢ The transfer of potential loss may fail because the
contract language is ambiguous. Also, there may be

no court precedents for the interpretation of a

contract tailor-made to fit the situation. ilazst 3Lkl Lg] o S i oS3 o
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Insurance costs may not be reduced.
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Commercial insurance is also used in a risk management
program. Insurance is appropriate for loss exposures that
have a low probability of loss but the severity of loss is
high.

If the risk manager uses insurance to treat

exposures, five key areas must be emphas

L)

+» Selection of insurance coverages

0‘0

% Selection of an insurer . T _
% Negotiation of terms ; byl J’“ 29
% Dissemination of information concerning insurance ol lkan Aalad) Slaglall 2

coverages el 7ol Al der |l @

& P~ = = e g CEEIUNE— R
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First, the risk manager must select the insurance coverages
needed The risk manager must also determine if a deductible
Is needed and the size of the deductible. A deductible is a
provision by which a specified amount is subtracted from the
loss payment otherwise payable to the insured .

Second, the risk manager must select an insurer or several
insurers .

Third, after the insurer or insurers are selected, the terms of
the insurance contract must be negotiated .

In addition, information concerning insurance coverages
must be disseminated to others in the firm .

Finally, the insurance program must be periodically reviewed

A aeld) olbaad) jlesl bl i e gt Yo
Gl Al colsTI3 Lo gad bl pue Je g LS
5 S Jomdl e ddy (lr] ot 39l
géj‘ o)l legdde -1 .:J.s'-'cl.,a e b,a
e IRl

s ol s>ty el 378 Jlas) bl e e ot b
2ol g ol o5s o el i les ey el
el dae by P

Olbadl daladl Clglall a5 g (S 1) Loy
4S5 3 W Al

S9> JS ldl al s B le ot (g
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Advantages of Insurance

The use of commercial insurance in a risk management program W@J\ bise
has certain advantages: tiges Llse dJ blsll 51 =l & 3 syl el pl ez
s The firm will be indemnified after a loss occurs. .3)Lud| @_gj Jas “SMJ‘ R e o
% The firm can continue to operate and fluctuations in a4 Jl Cpﬂ\ ollas J,‘L,Jj JMJ\ & )WY\ gjmu u_{; o
earnings are minimized. .Lg;}!\

% Uncertainty is reduced, which permits the firm to lengthen &;T Wb, 157l — L onidl ps il JALQ, o o
its planning horizon. Worry and fear are reduced for el ) gl ol slal) s ST o\ bl
managers and employees, which should improve Al 1Y) et conab sl
performance and productivity. Joe aed bl 5] wleas EAL el <5 G ui.c X

% Insurers can provide valuable risk management services, dygundy ¢ flusld 5wl Jﬁlij bl M\ O leds-
such as risk-control services, loss exposure RESIN[I%5Y
analysis, and claims adjusting. By)\L 45aS” LSl e (,.,DQU LG eld) Llasl «g

% Insurance premiums are income-tax deductible as a
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Disadvantages of Insurance

The use of insurance also entails certain disadvantages and O&“w‘ g
costs. ud&d\j sl joa e Ul el ol i Sk
<+ The payment of premiums is a major cost because the e P LL.sY O}iﬂ G ey 2SS LL.sY c’s; dsl 4
premium consists of a component to pay losses, an CL,JSU J.b,j cw;w\ aff.a olay dload .CL:AJ cj‘LM';L\ iload
amount to cover the insurer’s expenses, and an ,QYW}YB
allowance for profit and contingencies. o Loisl Jy- ubj\-éﬂ\ 5 cﬁﬁ{“\%’fj Cby cliad g o
% Considerable time and effort must be spent in L2 9Ll ‘wi;, ST jT uv'b S5 sl e )
negotiating the insurance coverages. An insurer or po Ogladl B e (g (bludVly ool by s s
insurers must be selected, policy terms and premiums .ww d_g&f WAEN }b&\ & M\ o st
must be negotiated, and the firm must cooperate with 2 ("{"A‘ I ko L}BT Gl bl e sl C);&i 15 o
the risk-control activities of the insurer. gl Jl 2 PRI CQ”L‘“’ ww 1S5 oy UjLM;L\

% The risk manager may have less incentive to . i
- owes
implement loss-control measures because the insurer
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In determining the appropriate technique or techniques for handling ~ ¢&led) ©loya ae falad) dnld) S lazdl o) 2ad) s e
loss exposures, a matrix can be used that classifies the various loss, > b 2l 8ludl Olo 5 (il (vl Bghvan pldseinl S4

exposures according to frequency and severity. Bl
The first loss exposure is characterized by both low frequency and dadly S e ST LG e §ylesl :JoYI 2
low severity of loss. e iy Sl Bud hur ST Ol Ul ¢ !
The second type of exposure is more serious. \-wv IPY ESVIERRAL ‘,SJ
Losses occur frequently, but severity is relatively low. S5 3 Jadl Vs e azgmlee (S8 2,8l e SIUI g5
The third type of exposure can be met by transfer, including uuu‘
insurance. o SSEUL saead 2l 4 Bygles S &' g ol Lol
The fourth and most serious type of exposure iRISkManagmm - ERVA )‘J—QJ‘

Appropriate Risk
Type of Loss Management

characterized by both high frequency and high se\  Los  Frequeney  LossSeverisy  Technique

1. Low Low Retention

2. High Low Loss prevention
and retention

Low High Transfer
4. High High Avoidance
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At this point, we have discussed three of the four

. & y\wu\jb S LLas M.l:-)l\ oda 3

steps in the risk management process. The fourt

SW3Y dx) ) sebod| | bl 3,0s] ddes
step is to implement and monitor the risk e . Jj : ’b i 93
management program. This step begins with a Cley 8gia>) Pl 'fb\"&" o @bﬁ £ )
. Lo d
policy statement. =
. o & & . 7
% A risk management policy statement is J gzl SIrP J“"‘"‘U 0y13] duwlyww Ol %e®
necessary to have an effective risk e 5] @’bﬁ L;L°
management program. B VIRt S ] Jbb'd.\ 013) J.,b J.gjh.? o~ NELXS
< A risk management manual may be N

developed and used in the program.
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The risk manager does not work alone. Other functional

departments within the firm are extremely important in .03 88 M Y Jbb’:l\ g
identifying loss exposures, methods for treating these G el lge a2 |51 Lsfil\ iab ol (a\mfﬂ\ x5
exposures, and ways to administer the risk management ¢ alall oda ddles 3 by (3)ludl jslas Lid
program. These departments can cooperate in the risk c\mﬂ‘ od u§£ ol 5,0s) ) Pl gg
management process in the following ways: AW @Il bl §)ls) ddee (3 Ooladl
< Accounting PR X
% Finance . U o
< Marketing . Gl 9
< Production Cw}“ <

0‘0

% Human resources . d‘if""?j‘ JJ‘JM
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639 ety daxr L

>

To be effective, the risk management program must be
periodically reviewed and evaluated to determine whether
the objectives are being attained or if corrective actions are
needed. In particular, risk management costs, safety
programs, and loss-prevention programs must be carefully
monitored.

Loss records must also be examined to detect any
changes in frequency and severity.

Retention and transfer decisions must also be reviewed to
determine if these techniques are being properly used.
Finally, the risk manager must determine whether the firm’s
overall risk management policies are being carried out, and

whether the risk manager is receiving cooperation from

aele ot Sl bl glsf maliy 055G S o
Claa) SOl b dgdond) (593 Sy ands
sl BEY Bl Slis oSN f 3ad
IS Ll (ot (ol ang o i
Bl Sl s malyg 2L el bl 3505

s OLasY L) C¥amw jamb g LS 60
Badly SIS 3 ol

15) L o Jadly Bl N1 olyl 5 dnar e Ul ot 30
g Jﬁm (a.b':.:mf olaad! sda cols”

S5 Lo ad bl e e ot (s fo
OT13) Log cdad aSyedd deladl blsll 303 colulow

(A ALY e Oaledl e fagt bl
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The previous discussion shows that the risk management s bl 50s) ddas o) s d L)) aastll J_éjz,

process involves a complex and detailed analysis. Despite SCT W22 V’c)‘ g Sss y | s SLLL
the complexities, an effective risk management program 3}53‘}3 o Jledll blsll )] C‘Uf oG
yields substantial benefits to the firm or organization. Major ‘.sb L Apans "‘5‘}5-5‘ Loy .2 PN )T Sﬂb
benefits include the following: 2 “-{;wj‘ L;””Jj‘ J.laBJ.\ 3] @bj 2 o2

s Aformal risk management program enables a firm to

IS Bl £ g8y dng |3 Lgdlaal 5.2d
el

AUl p g 08 L sl kS it e
Al gy asl o bl 2SS a7
s G s

attain its pre-loss and post-loss objectives more easily.
s The cost of risk is reduced, which may increase the
company’s profits. The cost of risk is a risk management

tool that measures certain costs.



MIDOCEA

e PERSONAL RISK MANAGEMENT

daseid) sl 84130

% The principles of corporate risk management are
also applicable to a personal risk management
program.

% Personal risk management refers to the

identification and analysis of pure risks faced by

an individual or family, and to the selection and

Implementation of the most appropriate

technique(s) for treating such risks .

D)

» Personal risk management considers other

methods for handling risk in addition to insurance.

Uil G5l bl 3)15) to5le ko 900
Azl bl 5] ey s

it () dasall bl gls) i 40
o 34l gty & dd) bl L2
oV olaadlfauad) Jasy jlasly (5,wY)
bl el adiel
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Steps in Personal Risk Management

i) bl 841s) Ol glas-

A personal risk management program involves

four steps: Ll slas- @)T daseill bl §)ls) S
(1) identify loss exposures, cikaxst) §ylsl) o ad) jslas wuf. 1
(2) Measure and analyze the loss exposures, Bylusl) o el sl LS4 JL:E.Z
(3) select appropriate techniques for treating Sylasl) o el adlel dn Ll oLzl JIREERG
the loss exposures, and (519 J_{,w win>) ag &,,L;}Js Juas. 4

(4) implement and review the program

periodically.
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% ldentify Loss Exposures 4
Y . Byl b2 A o

*

The first step is to identify all loss exposures that can s lasll o JLL;C& Ldd B dﬂ‘ 35k
cause serious financial problems. Serious financial .7 5% apbs b oIS s OF S& &)

losses can result from the following: kb B Al flas s
1. Personal loss exposures ipasei) sld) blsd o il 1
2. Property loss exposures OWSliad) 8yl bl o oadl 2
< Analyze the Loss Exposures Syld! ool bl (AL o

The second step is to measure and analyze the loss  .3)led 2« bl [ULy LS o W) el

exposures.



MIDOCEA}
s PERSONAL RISK MANAGEMENT

i) sl 813

s Select Appropriate Techniques for Treating the Loss Zs)L"“""U ubﬁﬂ‘ Jbt’: i3\l Z\.,,.o\.zl\ CJL,;&;S\ f‘*‘
Exposures: o bl STkl e SV colaadl s & W a5l
The third step is to select the most appropriate techniques for treating DBla=Y) cjiab'd.\ & v_{x:}\ ULL&J.\ u.; U wj\ djle\ R weSY
each loss exposure. The major methods are avoidance, risk control, u&“u‘j ‘@f‘w e JA;JS
retention, noninsurance transfers, and insurance. .5yl u'ﬂﬁ-ﬂ‘ bl adlal 3Ll cus] a Candl :J_\,\;‘l\ wﬁ o
s Avoidance: Avoidance is one method for treating a loss i Jw géj‘ o syl Ql jbb'd.\ L} M\ e :J.b\.":l\ ‘3 M‘ ,:,
exposure. )Ll ubﬁd‘ ‘s jT Jb-<5

<+ Risk control: Risk control refers to activities that reduce the

4

(4

S5 LS gl IS o o2 baand GlT LlansY) an 1Bl ¢
Ll of Gass bladl blasYi 0,5 of K Gl

L)

frequency or severity of loss.

s Retention: Retention means that you retain part or all of a loss.

As noted earlier, risk retention can be active or passive. Q}Aw i Lfi"j de e jls g2 L,é""w i J.id\ :G:S'*Aw‘ f~“' J.E.J\ <
* Noninsurance transfers: Noninsurance transfers are methods el 6)"” 2 J-"'T le’ L;l ol J‘EL’L\ J—‘“ LS Bl

other than insurance by which a pure risk is transferred to a party ﬁ-{J&@ U»L:J\ rh’“ doitny (Apnase i) JLBJ‘ 515 G”bﬁ 3 30)'°w‘ o

other than an insurer. U - Jeladd a3, 34 S el P

% Insurance: In a personal risk management program, most people
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Implement and Monitor the Program

393 JSCa bl 41509 ks

Periodicall : . S
y W\ J.lab-;&‘ Sjbl CAL)JJ B3 Ca Oj,"ﬁ‘ O}h.;"
The final step is to implement the personal risk . -

p p P (593 iy mal i nr o
management program and review the program g M jj e ijéiﬁ‘ si“ slle L
periodically. Iy Blas G Sl blil) e c3lST13) Lo il
At least every two or three years, you should P | gl dus 2l dax) Lol g .oels
determine whether all major loss exposures are el j ¢ b 35, )T (AW e (Chil> (3 A,
adequately covered. You should also review your B ST aaT ol g5 8Ly o Rdoy piS o (i

program at major events in your life, such as a
divorce, birth of a child, purchase of a home,

change of jobs, or death of a spouse or family
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