Insurance & Claims (Liability) Fund Rates

From the Actuarial Study: Excess liability costs Insurance & Claims Estimated resources:
1. Forecasted claims costs for projected over 5 years Fund's administrative Beginning fund balance,
General Liability & Fleet Liability (Technically, allocated at the costs projected over 5 interest earnings on
over 5-year period. end of the process to each AU years fund balance and Risk

. in the same proportion as ,
2. Forecasted required each AU's % of the total M.gmts percentage of
reserves over 5-year period. General Liability self- City losses recovered

from external entities at
fault projected over 5
years

insurance charge.)

5-Year Projection to Achieve Rate Smoothing

1. Start with estimated General and Fleet Liability costs and required
reserves and offset the costs with the projected fund balance and the
estimated interest earnings and external revenues.

2. Apply the rate-smoothing model, which spreads each year’s projected
costs and a portion of each year’s required reserves over 5 years. The
model is designed so that by the end of 5 years the total required self-
insurance charge is collected. This is the amount that must be collected to
keep the Fund actuarially sound.

v
The dollar result from the
smoothing model, for the next FY
only, is prorated between general
and fleet liability based on the next
fiscal year's ultimate claims costs
for general and fleet liability, per
the actuarial review.

Allocation of'the General and Fleet Self-Insyrance Charges

General Liability Self-Insurance Charge Fleet Liability Self-Insurance Charge

The self-insurance charge is allocated to each AU using The self-insurance charge is allocated to each AU using

a combination of two measures: a combination of two measures:

1. Each AU's prior 4-year average of incurred claims 1. Each AU's prior 4-year average of incurred claims

cost (experience factor) for general liability claims in cost (experience factor) for fleet liability claims in

relation to the average incurred claims cost of every relation to the average incurred claims cost of every

other AU. other AU.

2. Each AU's prior FY payroll total, less paid absences, 2. Each AU's prior 2-year average of fleet miles

(exposure factor) in relation to that of every other AU. (exposure factor) in relation to the fleet miles of every
other AU.

Special Commercial
Liability Premiums
The special commercial
policies purchased to
accommodate bureaus'
specific coverage needs are
treated as direct pass-
throughs to those bureaus.

Property Commercial
Insurance Premium
The total cost of the policy's
premium is allotted, to those
AU's that participate in the
coverage, proportionate to
their annually updated
property values.

Fleet Liability
Self-Insurance
Charge

General Liability
Self-Insurance
Charge

Insurance & Claims "Liability" IA




