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CITY OF OAKLAND OFEICE 07 THE CiTy cLERy

COUNCIL AGENDA REPORT conenD
200500813 PM 8 17
TO: Office of the City Administrator
ATTN:  Deborah Edgerly
FROM: Finance & Management Agency
DATE:  January 25, 2005 :

RE: RESOLUTION AUTHORIZING THE BUDGETARY APPROPRIATION OF
MONIES FROM THE SELF-INSURANCE GENERAL LIABILITY FUND (FUND 1100) TO
DEPARTMENTS FOR FY 2005-06 AND 2006-07 ALLOCATION OF GENERAL LIABILITY
COSTS BASED ON IMPLEMENTATION OF THE “PHOENIX MODEL” OF RISK
MANAGEMENT COST ALLOCATION

SUMMARY

On January 6, 2004, City Council directed staff to implement a Risk Management Cost
Allocation Program to allocate monies from the Self [nsured General Liability Fund (Fund 1100)
to the Oakland Police Department, Oakland Fire Department, Public Works Agency and Office
of Parks and Recreation. The monies appropriated to the departments would then be used for
payment of General Liability payouts during the course of the budgetary year in question. This
program was modeled after the Risk Management Cost Allocation Program utilized by the City
of Phoenix, Arizona, hereinafter referred to as “the Phoenix model”,

This report transmits the findings of the Risk Management consulting firm, ArmTech, used to
analyze historic loss information for the purpose of establishing the cost allocation amounts for
fiscal year 2005-06 and estimate the amounts for 2006-07. The data analyzed by ArmTech was
provided by the City Attorney’s Office. The consultant’s report is attached hereto for Council’s
review. The findings in the ArmTech repert should be used by the Budget Office in establishing
the fund amounts within each department.

FISCAL IMPACTS

The total General Liability payout is projected to be $10,612,110 for Fiscal Year 2005-06 and
$11,287,215 for Fiscal Year 2006-07. The following amounts should be allocated to each
department:

Department Allocated Percent of 2005-06 2006-07 Projected
Projected Loss Projected Loss / Loss / Proposed
Proposed Budget Budget
Fire Department 8.05% $854,655 $909.,025
Parks and Recreation 2.39% $253,452 $269,575
Police Services Agency 31.45% $3,337,556 $3,549 880
Public Works Agency 42.07% $4,464,887 $4,748,928
Other Departments 16.03% $1,701,560 $1,809,807
Total 100.00% $10,612,110 $11,287,215
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These figures are based on five years of claim and exposure data assuming a loss cap of $50,000
placed on each claim. The loss cap will cause any claim payout amounts over $50,000 to be paid
from the “Other Departments” fund. This cap will assist in neutralizing the loss impact caused
by large, aberrant cases, while still holding departments accountable, in part, for their loss
activity.

The recommended funding amounts represent an increase from the FY 2004-05 Midcvcle
Adopted Budget for the Self-Insurance Liability Fund of $3,425,397 for FY 2005-06 and
$4,100,502 for FY 2006-07. The table below compares the Midcycle appropriations to the FY
2005-07 proposed funding amounts. An explanation for these increases is provided in the
Recommendations and Rationale portion of this report.

Department 2004-05 Midcycle 2005-06 2006-07 Projected

Adopted Budget Projected Loss / | L.oss / Proposed
Proposed Budget | Budget

Fire Department $114,444 $854,655 $909,025

Parks and Recreation $53,770 $253,452 $269,575

Police Services Agency $1,431,299 $3,337,556 $3,549,880

Public Works Agency $969,546 $4,464.,887 $4,748,928

Other Departments $4.617,654 $1,701,560 $1,809,807

Total $7,186,713 $10,612,110 $11,287,215

The above changes, while increasing the baseline budget, will not impact the estimated shortfali
figures for the General Purpose Fund, as reported to the City Council at the November 29, 2004
retreat. Moreover, the 10-year repayment schedule for the Self-Insurance Liability Fund (also
presented at the November 29" retreat), if approved by the Council as part of the FY 2005-07
budget adoption, will eliminate the negative fund balance. Currently, the negative fund balance
for the Self-Insurance Liability stands at over $22 million.

If compared to the actual prior year spending (as opposed to the budgeted amounts), the
recommended funding amounts represent significantly lower increases. Compared to the FY
2002-03 actual spending, the FY 2005-06 amount represents an increase of $1,479,870 while the
FY 2006-07 amount reflects an increase of $2,154,975. Compared to the FY 2003-04 spending,
the increases are $2,059,956 for FY 2005-06 and $2,735,061 for FY 2006-07. The table on the
following page provides the details by department.
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Department 2002-03 2003-04 2005-06 2006-07 Projected
Actual Actual Projected Loss/ Loss/Proposed
‘ Spending Spending | Proposed Budget Budget

Fire Department . $46,498 $81,935 $854,655 $909,025

Parks and Recreation $142,656 $325,266 $253,452 $269,575

Police Services Agency | $3.881,142 $2.364,130 $3,337,556 $3,549,880

Public Works Agency | $951,632 $2,277,941 $4,464,887 $4,748,928

Other Departments $4,110,312 $3,502,882 | $1,701,560 $1,809,807

Total $9,132,240 $8,552,154 | $10,612,110 $11,287,215

The figures have been adjusted to reflect the reorganization of the Office of Parks and Recreation
and the Public Works Agency that occurred this year. However, they do not take into account
the funds already set aside for the Sewer Liability Losses used by the Public Works Agency.

The Sewer Liability Fund (3100) budgeted $275,000 in FY 2004-05 for payment of Sewer
Liability Claims.

Note that the figures reported for FY 2006-07 will be modified based on next year’s report
findings. As such, mid-cycle adjustments may be necessary.

BACKGROUND

On January 6, 2004, City Council directed staff to implement a Risk Management Cost
Allocation Program (RMCAP) to allocate monies from the Self Insured General Liability Fund
(Fund 1100) to the Oakland Police Department, Oakland Fire Department, Public Works Agency
and Office of Parks and Recreation. The monies allocated to the departments would then be
used for payment of General Liability payouts during the course of the budgetary year in
question. This program was modeled after the Risk Management Cost Allocation Program
utilized by the City of Phoenix, Arizona, hereinafter referred to as “the Phoenix model”.

Other components of the City Council directive regarding the RMCAP include:

1) Create a system of rewards and/or recognition for employees in each division whose
job performance contributed to loss prevention in the previous year,
2) Fund the development of a loss prevention program in the Public Works Agency and

Oakland Police Department, developed in conjunction with the City Attorney’s
Office and Risk Management, to target 15% loss reduction;

3) Continue regular reporting on losses and loss prevention to the Finance and
Management Committee;

4) Require departments to return to Council if they exceed their budget allocation and
need additional funding for liability payouts; and,

5) Allow departments to retain a percentage of their unspent liability budget allocation
and the Finance Committee should establish guidelines for use of those retained
funds.

Item #

Finance & Management Committee
January 25, 2005




Deborah Edgerly
Re: Risk Management Cost Allocation — FY 2005-07 Page 4

This report meets the requirements of the Phoenix model reporting structure and provides loss
reporting information as required by component 3 of the above directives. An accompanying
agenda report produced by the Public Works Agency will address components 1 and 2 above.
The Oakland Police Department presented their Loss Prevention report to City Council in
October, 2004.

KEY ISSUES AND IMPACTS
There are two primary goals of the Risk Management Cost Allocation Plan (RMCAP):

1. To allocate and budget funds sufficient to cover the City’s risk funding needs; and,

2. To charge loss funds in an equitable way that rewards departments with better-than-
expected loss experience and provides incentives for all departments to improve risk
management practices.

Based on actuarial analysis, the recommended funding levels reported in the Fiscal Impacts
section of this report should be used as the target fund usage for the payment of departmental
general liability losses.

The attached actuarial report also provides loss reporting data in exhibits LI-19 through LI-21.

» Exhibit LI-19 identifies department specific information related to the frequency and
severity of claims over the past 5 years.

» Exhibit LI-20 reports the total paid losses by department over the past 5 years.

» Exhibit LI-21 reports the top loss causes by department relevant to highest frequency and
highest average payout over the past 5 years.

A supplemental actuarial report is also attached for the purpose of apportioning the expected
losses between the Parks Services Division of the Office of Parks and Recreation and that of the
Recreation Services Division. As a result of the reorganization of OPR and PWA, the Parks
Services portion was added to the Public Works Agency’s projected loss funds for each Fiscal
Year reported.

Beginning in July 2004, the Risk Management Division has worked closely with the Oakland
Police Department (OPD) and Public Works Agency (PWA) to facilitate their loss prevention
efforts.

For example, Risk Management has funded a number of equipment purchases for OPD to
improve Officer Safety. Risk Management was instrumental in discontinuing the use and
purchase of defective Police Body Armor constructed with Xylon — a material that has been
found ineffective in the stopping of bullets and projectiles, thereby increasing the risk of injury
and/or death to our police personnel. Risk Management has also funded the replacement of
traditional duty gear belts with ergonomically-engineered duty gear belts, thereby reducing the
risk of back injury and presumed workers’ compensation claims among sworn officers. Risk
Management continues to collaborate with OPD on a number of other loss reduction initiatives
designed specifically to address general liability and workers’ compensation loss exposures.
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Risk Management has worked closely with PWA in the reinstitution of the departmental Safety
Committee. Staffed by supervisory and management level personnel, one of its objectives is to
implement and administer a loss reduction incentive program. Funded by Risk Management,
this incentive program is designed to recognize employees who have made contributions to the
reduction and/or prevention of loss on a daily basis. PWA will provide greater detail of this
program in their corresponding report. Additionally, Risk Management has made available to
PWA the services of a professional safety consultant with the sole purpose of providing
dedicated safety services to PWA. This consultant currently works two days per week with
PWA, conducting inspections, accident investigations, trainings, program development and other
safety related services. Risk Management also conducted an Employee Health Fair specifically
for PWA personnel. This health fair provided opportunity to personnel to have a number of
health and wellness screenings conducted at no cost to the employee. The intent of this annual
event is to increase health awareness among the employee population and give them confidential
access to medical professional resources that may not be available through their personal health
insurance. Risk Management continues to actively participate in the development and growth of
PWA’s internal risk management program.

SUSTAINABLE OPPORTUNITIES
None.

DISABILITY AND SENIOR CITIZEN ACCESS
None.

RECOMMENDATION(S) AND RATIONALE

Staff recommends that the City Council approve and adopt the attached resolution authorizing
the budgetary appropriation of monies from the Self Insurance General Liability Fund (FUND
1100) to departments for the FY 2005-06 and FY 2006-07 allocation of general liability costs
based on the implementation of the “PHOENIX MODEL” of Risk Management Cost Allocation.
Table 1, below, reports the amounts recommended by ArmTech necessary to cover the projected
payouts for FYs 2005-06 and 2006-07. This estimate is based on data provided by the City
Attorney’s Office. This information is also reflected in Exhibits [.LI-27 and 1.I-28 of the
December 16, 2004 Actuarial Study (Attachment B).

Table 1: Recommended Self- Insured Funding by Department

Department Allocated Percent of 2005-06 2006-07 Projected
Projected Loss Projected L.oss Loss Fund
Fund

Fire Department 8.05% $854,655 $909,025

Parks and Recreation 2.39% $253,452 $269,575

Police Services Agency | 31.45% $3,337,556 $3,549,880

Public Works Agency 42.07% $4,464,887 $4,748,928

Other Departments 16.03% $1,701,560 $1,809,807

Total 100.00% $10,612,110 $11,287,215
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The Actual Expenditures in the Self-Insured Fund (Fund 1100) have exceeded the Baseline
Budget since at least FY1999-2000. To avoid additional deficit spending in this Fund, the
actuary consultant recommends allocating the amounts reported in Table 1. These amounts vary
significantly from the FY 2005-06 and FY 2006-07 Baseline Budget amounts.

Table 2 reflects, that based on the actuarial estimates, the baseline budget amounts for
departmental Self-Insured Loss funding is underfunded by 32%. This amount has not been
significantly modified since FY 1999-2000 and does not take into account the current loss
activity and impact inflation may have on General Liability payouts. This estimate is also
reflective of the City Attorney’s Office reserving practice for open cases.

Table 2: FY 2005-06 and FY 2006-07 Baseline Budget

Department Allocated Percent of | 2005-06 Baseline | 2006-07 Baseline
Projected Loss
Fire Department 1.6% $114,444 $114,444
Parks and Recreation 0.7% $53,770 $53,770
Police Services Agency | 19.9% $1,431,299 $1,431,299
Public Works Agency 13.5% $ 969,546 $ 969,546
Other Departments 64.3% $4,617,654 $4,617,654
Total: 100.0% $7,186,713 $7,186,713

Table 3 reports the difference between the baseline budget and the recommended amounts.
Ultimately it represents an overall allocation increase of 32.3% in order to meet the actuarial
estimates for projected payouts in the upcoming fiscal years.

Table 3: Change in Baseline as a Result of Report Findings
Department 2005-06 Baseline 2006-07 Baseline
' Change Change

Fire Department $740,211 $794.581

Parks and Recreation $199.,682 $215,805

Police Services Agency $1,906,257 $2,118,581

Public Works Agency $3,495,341 $3,779,382

Other Departments (3$2,916,094) ($2,807,847)
Total: $3,425,397 $4,100,502

It must be noted that the above changes, while increasing the baseline budget, will not impact the
estimated shortfall figures for the General Purpose Fund, as reported to the City Council at the
November 29, 2004 retreat. Moreover, the 10-year repayment schedule for the Self-Insurance
Liability Fund (also presented at the November 29" retreat), if approved by the Council as part
of the FY 2005-07 budget adoption, will eliminate the negative balance in this fund by the end of
the 10-year period. Currently, the negative fund balance for the Self-Insurance Liability stands at
over $22 million.
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ACTION REQUESTED OF THE CITY COUNCIL

Staff requests that the City Council approve and adopt the attached resolution authorizing the
budgetary appropriation of monies from the Self Insurance General Liability Fund (FUND 1100)
to departments for the FY 2005-06 and FY 2006-07 allocation of general liability costs based on
the implementation of the “PHOENIX MODEL” of Risk Management Cost Allocation. The
specific amounts to be allocated are represented in the table below:

Department Allocated Percent of 2005-06 2006-07 Projected
Projected Loss Projected Loss Loss Fund
Fund

Fire Department 8.05% $854,655 $909.025

Parks and Recreation 2.39% $253,452 $269,575

Police Services Agency | 31.45% $3,337,556 $3,549,880

Public Works Agency 42.07% $4,464,887 $4,748,928

Other Departments 16.03% $1,701,560 $1,809,807

Total 100.00% $10,612,110 $11,287,215

Respectfully submitted,

D

William Noland
Director, Finance & Management Agency

Report prepared by:
Deborah Cornwell
Safety & Insurance Manager

Attachments (2)

APPROVED AND FORWARDED TO THE
FINANCE AND MANAGEMENT COMMITTEE:

Urde 8- LA 4

OFFICE OF THE CITY ADM ISTRATOR
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ATTACHMENT A

City of Oakland,
California

Actuarial Study of the
Self-Insured Liability Program
as of June 30, 2004

November 30, 2004

1907 Main Shiect, Suile 420« drvine, Califormia 420140510
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November 30, 2004 004-006

City of Qakland
130 Frank H. Ogawa Plaza, Second Floor
Oakland. Califorma 94012

Atn: Ms. Deb Comwell

Insurance Manager

Actuarial Study of the
Self-Insured Liability Program
as of June 30, 2004

This study has been completed for the City of Oakland, California, for the specific
objectives histed in the study. It contains the analysis and conclusions of cur work.

Each section and appendix of the study 1s an integral part of the whoie. We recommend a
review of the enure study prior o reliance upon thas study.

No key personnel have a relavonship with the City of Oakland. Califormia. that may
1mpair our objectivity.

Please call 1f vou have any questions. Thank vou for the opportunity to be of senvice.
Respectfully submitted,

ARM TECH

By /YYW/]luka Vekoo
M ujiabaJJSatoo, ACAS, MAAA
Consultimg Actuary

MDpem
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1G0T Main Shiee! Swlte 420 @ drvine, Califormia 92074-07513
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wiwarmtech com
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. Background

The Citv of Oakland (the Citv) was fully self-insured for liability (combined general and
automobiie lability) until November 11, 1998, Effective November 11, 1998, the Cuy
purchased excess insurance with a scii-insured retention (SIR) of $2 million and a $25

nmillion aggregate.
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Il. Objectives

The specific objectives of this study are:

1.

Estimate Outstanding Losses. Estimate outstanding losses (including,
allocated loss adjustment expenses [ALAFE ]} as of June 30, 2004,

The estimated outstanding losses are the cost of unpaid clamms. The estimated
outstanding losses include case reserves, the development of known claims and
incurred but not reported (IBNR) claims. ALAE are the direct expenses for
settling specific claims. The amounts are imited to the self-insured retention.

Project Ultimate Losses. Project ultimate Josses (including ALAF) for
200405 and 2005/06.

The projected ultimate Josses are the accrual value of losses with accident dates
during 2004705 and 2005/006, regardless of report or payment date. The amounts
are hmited to the self-insured retention.

Project Losses Paid. Project losses paid during the 2004/05 through
2006/07 vears.

The projected losses paid are the claim disbursements during 2004/05 through
2006/07, regardless of accident or report date. The amounts are hmited to the
self-insured retention.

Affirm GASB Statement No. 10. Provide a stalement affumine the
conclusions of this report are consistent with Governmental Accounting standards

Board (GASB) Staternent No. 10.

Analysis by Department and Cause of Loss. Analyze frequency
(number of claims per exposure), severity (average cost per claim), and loss rate
(cost per exposure) by City department. Review frequency and severity by cause
of loss.

Recommend Funding. Recommend {unding by City department for
2005/006 and 2006/07.

The recommend funding is based on expected loss payments mn 2005/06 and
2006/07. The {funding 1s allocated by City department based on each department’s
exposure to Joss and actual loss experience.

ARM TECH



i[ll. Conclusions

We have reached the following conclusions:

1.  Estimate Outstanding Losses
We estimate outstanding losses as of June 30, 2004 1o be as shown in Table 111-1.
Table {li-1

Estimated Qutstanding Losses
June 30, 2004

.
(A} Estimated outstanding losses $36,305,087
(B) Present value of estimated cutstanding losses 33,953,983

Note:  {A)and (B) are from Exhibit LI-12.

The present value of the estimated outstanding losses is the estimated outstanding losses
discounted 1o reflect future iny estment earmngs. It 1s based on a 3.0% nterest rate.

All costs other than losses are addinional.

GASB Statement No. 10 spectfies that a hability for outstanding unallocated loss
adjustment expenses (ULAE) needs to be established for governmental entities. ULAE
are prmanly composed of future claims admimistration for open claims. Thev are
tvpically 5% to 10% of the estimated outstanding losses.
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2. Project Ultimate Losses

We project ultimate losses for 2004/05 and 2005/00 10 be as shown in Tables 111-24 and
II-2B.

Table HHl-2A
Projected Ultimate Losses

2004/05
Rate per
$100 of
item Amount Payroll
{1) (2) (3)
(A Projected ultimate losses $12,358.047 $3.48
{B) Fresent value of projected ultimate losses 11,233,464 3.16
Note: (A) and {B) are from Exhibit LI-10.
Table 11}-2B
Projected Ultimate Losses
2005/06
Rate per
$100 of
Item Amount Payroll
{(1) (2) 3)
(A Projected uttimate losses $13,139,756 $3.55
L(B) Present value of projected ultimate losses 11,944 038 3'234

Note: (A) and (B) are from Exhibit L-10.

The present value of the projected ultimate losses i1s based on a 3.01% interest rate.

All costs other than losses are additional.

ARM TECH



3. Project Losses Paid
We project losses paid during 2004705 through 2006°07 to be as shown m Table 111-3.

Table lil-3
Projected Losses Paid
2004/05 through 2006/07

I ltem ' 2004/05 2005/06 l 2006/07
(1) (2) (3) 4y |
(A} Projected losses paid i $1o,o18,60<1 $1o,612,11of $11,287’,215]

Note:  {2)is from Exhibit L1-13.
(3) i1s from Exhibit LI-14.
{4} is from Exhibit L1-15,

All costs other than losses are additional

4. Affirm GASB Statement No. 10

‘We affirm the conclusions of this report are consistent with GASB Statement No. 10.
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5.  Analysis by Department and Cause of Loss

The frequency, severity. and loss rate by City department Is summarized in Table 111-5A.

Further analysis by department by year is provided in Exhibit L1-19.

Table 11I-6A

Analysis by Department
1999/00 through 2003/04

Number of
Claims per Average Rate per
$1 Million Cost per $100 of
Department of Payroll Claim Payroll
(1) (2) (3) (4)
(A} Fire Department 0.47 $5,614 $0.26
(B) Parks and Recreation 8.40 2,128J 1.79
(C) Police Services Agency 3.50 10,549 3.69
(D) Public Works 10.47 7,007 7.43 \
(E)  Other 1.76 4,732 0.83 |
| (F)  Total | 351 | $7.,239 $2.54 1\
Note: (A) through (F) are from Exhibit L1-19.

Exhibit LI-20 shows the cumulative payments as of Junc 30, 2004 by department for the
latest five claum penods from 1999/00 to 2603/04. Table III-5B shows the five vear
swmmary.

Table lil-5B
Payments by Department
1999/00 through 2003/04 as of June 30, 2004

|
Department Total Paid
(1) (2)
(A) Fire Department $255513
(B) Parks and Recreation 917,217
(C) Police Services Agency 8,695,908
(D) Public Works 5,129,830
{E) Other 2,106,599
B 9|
(F) Total $17.105,067

Nole: (A) through (F) are from Exhibit LI-20.

6
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Exhibit 1.1-2) shows the top three categories of loss by frequency and average paviment.
This 1s shown by department und represents the combined loss experience from 1999 00
through 200304 valued as of June 3G, 2004,

6. Recommend Funding

The City requested that ARM Tech develop a cost allocation plan that 1s similar to that
employed by the City of Phoenix. Based on discussions with stafl of the City of Phoenix.
we learned that they allocate thelr costs by department based on five vears of ¢lanm and
exposure data (mnumber of employees). Fach claim was capped at $50.000. The allocation
is provided in Exhibits 11-22 through [1-28.

We recommend funding by City department for 200506 and 2006.G7 1o be as shown
Table 111-6.

Table lil-6
Recommended Funding by Department
2005/06 and 2006/07

Projected Loss Projected Loss 1
Funds 5 Funds |
Department 2005/06 | 2006/07
] (2) ! (3)

(A)  Fire Department $854,.629 | $008.008 |

(B} Parks and Recreation 309,535 329,227
(C)  Police Services Agency 3337456 | 3’549’773;\
(DY  Public Works 4,408,981 | 4,689,464 |
(Ey  Other | 1,701,509 ! 1,808,753 |
(F)  Totai $10.612.110 |  $11,287.215 }

Note: (2) is from Exhibit L)-27.
(3) is from Exhibit LI-26.

We have shown the funding needs based on expected payments in 2005/006 and 2006/07.
Other costs including excess msurance. claims adjusting. and other administrative
expenses are not included.

There are two primary goals of the cost allocation plan (the Plan):

1. 1o aliocate and budget funds suflicient to cover the City’s risk funding
needs.
2. To charge loss {unds 1 an equitablc way that rewards departments with

better-thap-expected Joss experience and provides incentives for all
departments to improve risk management practices.

7
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The Plan accomplishes this by looking at five years of exposures (Le.. payroll) in Exhibit
L1-22 and five years of mcurred losses mn Exhibit L1-23. One would expect a department
with 5% of exposures 1o have 5% of losses. Relauve loss rates arc calculated in
Exhibits 3 and 4 1o demonstrate department departure from this expectation.

Next, the Plan compares each department’s expenience 1o the overall City average.
Experience modification factors (Xmods) are calculated i Exlubit LI-26 to measure
department departure from the average.

[n Exhabit LI-27, each department’s Xmad 18 applied 10 s current exposure o generate a
“welghted exposure,” share of weighted exposure to be applied to the City’s project
funding needs for 2005/06. A similar calculation i1s performed in Exhibit L1-28 for

2006/07.
The exhibits are descnibed 1n greater detail below.

1. L1-22 shows Payroll for the five-year peniod 1999/00 through 2003/04
and calculates each department’s percent of payroll.

=

1.1-23 calculates Capped Losses based on incurred losses and number of
claims over $50,000 for 1999/00 through 2003/04. Losses are capped to
minnmize the impact of a single large loss.

If losses were not capped, a single large loss could greatly Increase a
department’s share of costs. Cappmg 1s designed to stabilize costs from
year to vear. We believe a $30,000 cap provides a good balance between
stability and responsiveness to a department’s own losses.

1.1-24 calculaies Relative Loss Rates for each of the five vears from
1999/00 through 2003/(34. The percent of capped iosses divided by the
percent of payroll 1s the relative Joss rate.

[N

A relative loss rate greater than 1.000 means the departiment has
proportionally more capped losses than payrell. This indicates relatively
poor loss experience. A relative loss rate less than 1.000 indicates
relatively good experience.

4. LI-25 calculates an Average Relative Loss Rate for years 1999/00
through 2003/04. A five-year average provides stabifity and mitigates the
effects of one bad year a department may have experienced.

5. L1-26 calculates an Experience Modification factor (Xmod) for each

department. This 1s a measure of whether a department’s Joss experience 1s
better or worse than the City’s average.

ARM TECH



The “Weight” column shows the weight given {o each depariment’s own
loss expenience, If hrile weight i1s given to a department’s own loss
EXPEricnce:

. Its experience modification will be close to 1.000, regardless of
how good or bad 1ts loss expernence.

. Its share of total costs will be close to its sharc of payvroll,
regardless of how good or bad 1ts Joss experience.

If a lot of weight is given to a department’s own Joss experience, its
experience modification factor will be able 1o move away from 1.000).

For most organizations, smaller departments do not want costs to fluctuate
much from vear 1o vyear, and mdividual loss experience 15 not a good
predictor of long-term trends. For this reason, little weight 1s given to the
loss expenence of smaller departments. The opposite is truc for large
departments.

The mimimum weight is 10%. A minumum weight was assigned, so even a
small department would be given some credit for 1ts own Joss experience.
The largest departiment s assigned a weight of 75%.

8. 1L1-27 calculates each department’s recomumended funding (“Projected
Loss Funds”) for 2005/06. A department’s final loss funds 1s obtamned by

a. Calculating each departinent’s “experience wetghted exposure” for
the year in which costs are to be allocated. Expenence weighted
exposure is payroll for the vear multiplied by the Xmod calculated
m Extubit T1-26.

b. Calculating each department’s percent of experience weighted
exposure.

c. Multipiving the total funding needs by each department’s percentage
of experience weighted exposure.

9. LI-28 calculates each department’s recommended funding (“Projected
Loss Funds”) for 2006/07, in a mamer consistent with that used in
Exhibit LI-27.

The following points are of importance.
1. Equity. The proposed rating plan is an equitable way to determine each

department’s Joss funds. It recognizes each department’s exposure to loss
and actual loss experience.
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Experience period. We have used five vears of loss experience. This is
long enough to smooth the results of a single year (good or bad).

Loss caps. We believe Joss caps of $50,000 arc most appropriate for the
City. A $50,000 cap captures the majority of individual ¢laims without an
undue penalty for the severity of individual claims.

We tested the cap at $100.000. and the results are not significant]ly
different. Table 1 below shows the Xmods at the $50.000 cap and the
alicrnative $100,000 cap.

Table 1-1
Experience Modification Factors
Program $50,000 Cap } $100,000 Cap
i (1) L@ (3)
(A) Fire Department G.447 0.442
(B} Parks and Recreation 1.085 1.028
(C} Public Services Agency 1.1 1.134
(D) Public Works 2.00¢ 1.958
.L(E} Other (1.529 0.550
10
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Appendix A

Conditions and Limitations

T1 is important to understand the conditions and limitations fisted below, Each chapter and
section 1s an integral part of the whele study. If there are questions. please contact
ARM Tech for clanfication.

. Data Quality. We relied upon data provided by the organization shown
on the transmittal page or s designated agents. The data was used without
verification or audit, other than checks for reasonableness. Unless otherwise
stated, we assumed the data 1o be correct and complete.

. Economic Environment. Unless otherwise stated, we assumed the
current economic conditions will continue in the foreseeable future.

. Insurance Coverage. Unless otherwise stated, we assumed no
insurance coverage changes (including coverage provided by the organization
to others) subsequent to the date this study was prepared. This includes
coverage language, self-insured retention, imitations and simlar 1ssues.

. Insurance Solvency. Unless otherwise stated. we assumed all
insurance purchased by the organization is from solvent sources pavable in
accordance with terms of the coverage document.

. Interest Rate. The exhibits specify the annual interest rate used.

. Methodology. In this study. different actuarial methods were applied. In
some instances, the methods vield sipnificantly disparate results. The
estimates, projections and recommendations in this study reflect our
judgments as o the best method or combination of methods that are most
rehiable and reflective of the exposure 1o loss.

. Reproduction. This study may only be reproduced n its entirety.
. Risk and Variability. Insurance is an inherently risky enterprise, Actual

losses may vary significantly from our estimates, projections and
recommendations. They may emerge higher or lower.
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Statutory and Judicial Changes. Legislatares and judiciaries may
change statutes that govern indemmfication. This includes benefit levels for
workers compensation, immunities and hmitattons for liability, and other
similar 1ssues. Unless otherwise staled, we assumed no statutory changes
subsequent to the date this study was prepuared.

Supplemental Data. In additon o the data provided by the
organization, we¢ supplemented our analysis with data from similar
organizations and insurance industry staustics, as we deemed appropriate.

Usage. This study has been prepared for the usage of the organization
shown on the transmirttal page. It was not prepared for and may not be
appropriate for use by other organizations, Other organizations should obtain
written pernussion from ARM Tech prior to use of this study.
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Appendix B

Glossary of Actuarial Terms

Actuarial Methods (Most Common)

A major objective of an actuarial study 1s o stanstucally project ulumate losses. The
following actuarial methods are the most common:

. Developed Paid Losses

. Developed Reported Incurred Losses
. Developed Case Reserves

. Frequency Times Severity Analysis

. Loss Rate Analysis

The following describes each method:

1. Developed Paid Losses. Paid losses represent the amounts actually paid (o
claimants (less excess insurance recoveries). As time goes on, [0ss payments continue
until all clatms are closed and therc are no remalning payments expected. At this time,
the ulumate Josses for the claim penod are known. This common process is called
“paid loss development.”

Paid loss development is an extrapolation of actual dollars paid. It does not depend on
case reserve estimates. A potential shortcoming of utilizing this method 1s that onlv a
small fraction of total payments have been made for the most recent claim periods.
Extrapolaiing ultimate losses based on small amounts of actual payments may be
speculative. A second potential shortcoming is that payment patierns can change over

time.

2. Developed Reported incurred Losses. Reported incurred losses are paid
losses plus case reserves. In most programs, total yeporied incurred losses
underestimate the ultimate losses. Over time, as more information about a body of
claims becomes known, they are adjusted either up or down unti] they are closed.
Though many individual cjaims settle for less than what was estimated, these
decreases are generally more than offset by increases in the cost of other claims for
which new information has emerged.
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The net effect is that total estimated costs are often revised upward over time. This
nomal process is called “reported incurred loss development.” Actuaries typically
review the development patterns of the recent past to make projections of the expected
future loss development and, therefore, estimations of ultimate losses.

3.  Developed Case Reserves. The developed case reserves method is a hybrid
of the paid loss development and reported incurred loss development methods. T
relies on the historical adequacy of case reserves to predict ultimate losses.

4. Frequency Times Severity Analysis. The frequency times severity
analysis is an actuarial method that uses a preliminary projection of ulumate losses 1o
project claims seventy. The claims severity times the number of claims is a predictor
of ullimate losses. The focus of the {requency times severity analysis 15 thal ulimate
{osses each penod are dependent on the number of claims.

5. Loss Rate Analysis. The loss rate analysis is based on the historical loss rates
per exposure unit (such as payroll, vehicles or property value). The loss rates
(projected ultimate losses divided by exposure units} are trended io reflect the effect
of claim costinflation and retention changes. The trended loss rates represent the rates
that one would see if all of the claims had been handled in the ¢laim cost environment
that will be prescnt in the upcoming period. The trended loss rate times the projected

exposure units is a predictor of losses.

6. Bornhuetter-Ferguson Method (B-F). The B F method is an actuarial
method that weights a preliminary projection of ultimate losses with projections of
ultimate losses determined by other actuarial methods (usually the developed paid
losses and developed reporied incurred losses methods). For less mature claim
periods, the B-F method leans more heavily to the preliminary projection. It gradually
converges to the projections of ultimate losses determined by the other actuarial
methods as the claim periods mature.

Actuary

A specialist trained in mathematics, statsstics, and fmance who is responsible for rate,
reserve, and dividend calcalations and other statistical studies,
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Allocated Loss Adjustment Expenses

Allocated loss adjustment expenses (ALAE) are the direct expenses to settle specific claims.
These expenses are priman]y legal expenscs.

Governmental Accounting Standards Board (GASB) Statement Ne. 10 requires that ALAE
be included in financial statements and that they be calculated by actuarizal methods.

American Academy of Actuaries

A society concerned with the development of education in the field of actuanal science and
with the enhancement of standards in the actuarial field. Members may use the designation

MAAA (Member, American Academy of Actuaries).

Benefits

The financial reimbursement and other services provided insureds by insurers under the
terms of an insurance contract. An example would be the benefits listed under a life or health
insurance policy or benefits as prescribed by a workers compensation law.

Casualty Actuarial Society
A professional society for actuaries in areas of property and casualty insurance work. This

society prants the designation of Associate of the Casualty Actuarial Society (ACAS) and
Fellow of the Casualty Actuanal Society (FCAS)

Claim

Demand by an individual or entity to recover for a foss.

Claims Made
A policy wrilten on this basis covers only those claims that are made during the policy

pertod. Coverage for prior acts s provided back (o what is known as the retroactive date,
which is the effective date of the original claims made policy with the same insurer,
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Composite Rate

A single rate with a single basis of premium (e.g., payroll or sales). For this single rate the
insured is covered for a varety of hazards, such as premises and operations. completed
operations, products huability. and automobile. Tts primary value 1s 10 compute premium

simply.

Confidence Level

A confidence level is the statistical certainty that an actuary believes funding will be
sufficient. For example, an 80% confidence level means that the actuary believes funding
will be sufficient in eight years out of ten.

Confidence levels are determined based on mathematical models. Coverages that are low
frequency and high severity (such as excess liahility) are subject to greater risk than
coverages that are high frequency and low severity (such as automobile physical damage).
Therefore, they need a greater margin to aftain a given confidence level,

GASB Statement No. 10 requires public entities to use “expected” amounts as a hability in
financial statements. Expected corresponds to approximately a 55% confidence level
Amounts above expected are prudent, but should be considered equity (not a liability).

Coverage

The scope of the protection provided under a contract of insurance.

Credibility
Credibility is the belicf that the sample data is an accurate reflection of the larger population.
Credibility is highest when the sample data is large and the standard deviation {discussed

later) of the larger population is low.

Dates

There are at least three milestone dates in a claim. They are the date of injury or accident, the
date of report and the date of closure. It is best if each of these dates is recorded. Some
organizations may also keep the date a claim becomes a lawsuit, as opposed to a demand.
ARM Tech recommends this additional level of detail, especially if the datais to be used for
litigation management.
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Deductible

The portion of ar insured loss (o be bome by the msured before he is entitled to recovery
from the insurer. Deductibles may be expressed as a dollr amount, percentage or waiting

peried.

Disability
A condition that curtails a person’s ability to carry on his normal pursuits. A disability may
be partial or total, and temporary or permanent.

Dividend (Policyholder)

The return of part of the premium paid for a policy 1ssued on a participating basis by eithera
mutual or a stock insurer.

Estimated Outstanding Losses

Estimated outstanding losses are the cost of claims that have occurred but have not yet been
paid. They typically include indemnification and allocated loss adjustment expenses {ALAE),
but not unatlocated loss adjusiment expenses (ULAL).

Estimated outstanding losses are calculated as projected ultimate losses less paid losses,
Alternatively, they are the sum of case reserves and incurred but not reported (IBNR) claims.

Estimated outstanding Josses are usually the largest single item listed as a liability on the
balance sheet of a public entity’s financial statement. GASB Statement No. 10 requires they
be calculated by actuarial methods. Qther commaon names for estimated outstanding losses
are. outstanding claims liabilities and unpaid claims.

Experience Rating
A method of adjusting the premium for a risk based on past loss experience for that nisk
compared to loss experience for an average risk.
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Exposure Data

Exposure data refers to the activities of the organization. For example, pavrofl 1s the most
common exposure measure for workers compensation. ARM Tech suggests collecting
exposure data with the following characterisucs:

> Readily Available. The exposure data should be easily obtained. It is
best1f it1s a byproduct of other activities. although this 1s nat always possible.
If gerting data 1s arduous, 1t may discourage collection.

> Vary With Losses. The exposure data should correlate directly with
losses. The ideal situation 1s where exposure and expected losses move in
tandem. The exposure base needs to be fitting to the coverage. For example,
the number of employees may vary with property losses (more employees =
more office space = more losses}, but property value 1s a clearly supenor
exposure base for property Josses.

Generally Accepted Accounting Principles (GAAP)

These principles are intended to produce financial results (in the insurance ndustry)
consistent with those of other industries and to assure consistency in financial reporting.

Incurred But Not Reported

IBNR is really compnsed of two distinet items. These are the development of known case
reserves (incurred but not enough reported [IBNER] and mcurred but not yet reported
[IBNYR]).

IBNER are the actuary’s estimate of the inadequacy of case reserves. Most claims settle at
amounts close to what is sel by the claims administrator. Some claims close favorably and
some emerge as more expensive. On balance, case reserves tend 1o be too low (especially for
recent yvears). IBNER is the actuary’s estimate of the amount total case reserves will rise

upon closure.

IBNYR refers to those claims that have occurred, but have not yet been reported. A classic
example is medical malpractice claim reported several years after the medical procedure was
performed.
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Insurance Services Office {ISO)
An organization of the property and casualty insurance business designed 1o gather stausucs.
promulgate rates, and develop policy forms.

Investment iIncome

The return received by entities from thetr investment portfolios, including interest, dividends
and realized capital gamns on stocks. Realized capital gains means the profit realized on assets
that have actually been sold for more their purchase price.

Limited

Most programs purchase excess msurance for catastrophic claims. For example, they may
purchase coverage for claims above a $500,000 per occurrence self-insured retention.
“Lamited” refers o an estirpate or projection being limited to the sell-insured retention. In
contrast, “unlimited” means a ioss projection not limited to the self-insured retention.

Other common names for limited are net of excess insurance or capped losses.

Loss Development

The difference between the amount of Josses inatially estimated by the insurer and the amount
reported in an evaluation on a later date. Loss development 1s typically measured for paid

losses, reperted mcurred losses and claim counts.

Manual Rates

Usually, the published rate for some unit of insurance. An example i1s in the workers
compensation manual, where the rates shown apply to each $100 of the payroll of the

insured. $100 being the “unit.”
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National Council on Compensation Insurance (NCCl)

An association of workers compensation insurance companics whose main functions are
collecting stauistics and calculating rmes, establishing policy wording, developing experience
and retrospective rating plans, and serving as the filing organization for member companies.

Net

Manyv pooling programs assigr deductibles to members. For example, each member may
have a $5,000 per elaim deductible. “Net refers to a loss estimate or projection that excludes
amounts betow member deductibles.

Occurrence

An event that resuits 1n an insured loss. In some hnes of insurance, such as general hability, 1t
is distinguished from accident in that the loss does not have 10 be sudden and fortuitous and
can result from continuous or repeated exposure that results in bodily injury or property
damage neither expected nor intended by the insured.

Pool

An organization of entities through which particular types of risks are written with the
premiums, losses, and expenses shared in agreed amounts among the members belonging to

the organmization.

Premium

The price of insurance protection for a specified risk for a specified period of tume.

Present Value

The amount of money that future amounts receivable are currently worth. For example, a Life
Insurance policy may provide for pavinents to be made monthly for ten years. The present
value of that money would be less than the total amount of the regular periodic payments for
10 years because of the amount of interest that a present lurup sum could earn duning the
term than the payments otherwise would have been made.
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Probability

The probability is the likelihood of an event. It is a measure of how likely a value orevent is
to occur. It can be measured from data by calculating the number of occurrences of the value
or event divided by the total number of occurrences. This calculation can be converted te a
percentage. For example, tossing @ coin has a 30% probability of heads or tals.

Projected Losses Paid

Projecied losses puid are the projected claims disbursements in a period. regardless of when
the claim occurred. They typically include indemmificaton and ALAE, but not unallocated
loss adjustment expenses (ULAE).

“Projected losses paid” is a cash-flow analysis that can be used mm making investment

decisions.

Projected Ultimate Losses

Projected uitimate Josses are the accrual value of claims. They are the total amount that is
expecied 1o be paid in a parpcular claim period after all claims are closed. Projecied ultimate
losses are the total Joss costs for a particutar period. They typically include indemnification
and ALAE, but not ULAE.

Other common names for projected ultimate losses are expected losses, ultimate Josses and
total losses.

Rate

The cost of a given unit of insurance. For example, in Jife insurance, it is the price of $1,000
of the face amount. In property insurance. it 1s the rate per $100 of value to be insured. The
premium is the rate multiplied by the number of units of insurance purchased.

Retrospective Rating

A method for which the final premium is not determined until the end of the coverage period,
and is based on the insured’s own Joss experience for that same period. Itis usually subject to
a maximum and minimum premium. A plan of this type can be used in varicus types of
isurance, especially workers compensation and lrabtlity, and is usually elected by only very
large insureds.
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Salvage

Property taken over by an entity to reduce its Joss. Automobile physical damage losses cam be
reduced by the sale of recovered vehicles.

Schedule Rating

The application of debits or credits within established ranges for various characteristics of a
risk according to an established schedule of 1tems. Under liability and automobile insurance,
the schedule rating plan allows credits and debits for various zood or bad {eatures of a
particular commercial risk. An example in automobile schedule raung would be allowing
credits for drver training classes or fleet mainlenance programs.

Self-insurance Retention (SIR)

That portton of a risk or potential loss assumed by an insured. It is often in the form of a per
occurrence deductible.

Society of Actuaries (SOA)

A professional society for actuaries in areas of pensions. and life and health insurance work.
The SOA grants the designation Associate of the Society of Actuanies (ASA)Y and Fellow of

the Sociery of Actuaries (FSA).

Standard Premium

Most often used in connection with retrospective rating for Workers Compensation and
General Liabtlity Insurance. It is the premium of which the basic premium is a percentage
and 1s developed by applying the regular rates to an insured’s payroll.

State Fund

A fund set up by a state governmem 10 hinance & mandatory insurance system, such as
Workers Compensation or non-occupational disability benefits. Such a fund may be
monopolistic, i.c., purchasers of the type of insurance required must place itin the state fund;
or it may be competitive, 1.e., an alternative to private insurance if the purchaser desires to

use il.

10
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Statutory Accounting Principles (SAP)

Those principles required by statute that must be followed by an insurance company or other
similar entity when submitting its financial statement to the state insurance department. Such
principles differ from (GAAP) in some important tespects. For one thing SAP requires thut
expenses must be recorded immediately and cannet be deferred 1o rack with premiums as

they are earned and taken into revenuc.

Unallocated Loss Adjustment Expenses

Unallocated foss adjustment expenses (ULAE) are the indirect expenses to settle claims.
These expenses are primarily administration and claims handling expenses.

GASB Statement Na. 10 requires that ULAE be included in financial statements and that
they be calculated by actuarial methods.

11
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Appendix C

Exhibits

The attached exhibits detail our analvsis.
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Ciasni Limited

Penod Lossex
[ (2

0400

Il Borchuetier - Ferguson Angwsis based on Limitec Faic Losses

Lintitec
Paid Fercent
Clarn Losses Losses
Fenod B:30404 Paig
1 {2)
189900 §7,160,138 B2 4%
2053407 £,764,528 55.85%
200102 2,464,254 81.7%
200202 1,352,838 25.5%
200204 355517 T 2%

Trendad
Lirnitesg
Loss Rate

Losg Rate

Loss Rate

Exmamt -7

Proecled
A-pti

E-I
Diirnale
Limned
Fad
LOssEs
121+

)
(71

!

I Bornbwettar - Ferguson Analysis Based on Lunites Repones Incurred Losses

Lumited
Repoded
Incured Fercenr
Claim Lesses Losses
Feroz E/30/0a Feponed
1 12 3
193508 $7.975,824 94 3%
2000461 ¥.285 377 £7 8%
200/C2 £,028,23% 74.85
2002/02 5,853,235 58 1
260204 4,352,642 306

Section 1, (2) is from Exhibt LI-6
Seclion 1. {21 Secuon Y, [5) and Secuon 11} (5 were provided by the Gity
Section |, (5 is based on g 2% trend.

Section |, (7) 15 bases on Sectipn 1, (6 and the following weights

Secbons I and Il (2) are from Exhibit L1-1
Sechong It and M, (3} orc from Extubit L2,

Sechons [land 1 (4) are from Section |, (8)

per $30C of Trend per $100 of
Fayrol 12004405 Payroli
(213810 =1000; 3
i 140
B 5104 .3
G 1.082 =
30 1051 z
zAaf 1040 3
PR 1.020 z
g3 Az
Frojesied B-F
A-pricn Unpaic
Loss Rate Lozsen
per $:00 of Payral! 100 0% -1 30
Fayrol (000G} pAL Nl
X {3) 55
2ol $1.882¢612
3as 541 882
24 4 445 052
320 6,845,578
3208 5,011,045
FProjected B-F
A-priofi Unreportes
Loss Rale Losses
per $100 oi Fayrof {100 0%-130
Payrof [0ac, EE SR AT
(43 1) (51
§2 02 825G,673 fa41.722
3CE 273,627 1042878
Za 255,519 2,335 142
220 302.541 4.252.557
32 307,406 [ER={=teR=1=1a
Claim:
Fenon
1989900 20.0"%
2060001 2000
2001502 20 0%
200202 PRV
Z003/04 20 0%
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Vo Prie e Uitnats Clawne

Monthis of
Claimy Deoveloprnent
Fenod 1:30/04
N 12}

CITY OF QAKLAND
LIAEIITY

Frequensy Ties Seven

ity Analysin

Frojected

Repored Percent Uitrnale
Clainy Clains Claims
B304 Feporer U]

{3 41

1595+
2000,

I

2oece

2023005

I Treguency Timas Severd,

Prelimina-y
Frojeclen
Llitimate
Clam Limited
Periog Losses

(1
1659/00
2002101
2001002
2008105
200304

JFjProected 2004/03 average claim seventy

Sestor (3018 from Exhibir L1

Section |, {4318 from Exhibit t5-2.

Sectign 1, (2315 from Extubn LI-G
Sectun i, (2s from Secbon |, (5)

Sechon (8118 based ona 5 1% trend

Sechor M, (715 based on {6, and the fol.owing weights

Claim
Frenod

199400
#0001
20067
260202
200304

ARM TECH

100 0%, 1,304
EER-L 22y
G 3L- 95
L0 RS
Trendzd
Sevent, AvErags
Frojecte: Average Treng Clammn
Utimzte Severity Sevart,
Claimes [SagHRen [EARAEN
(24 14 181
1,3C4 6,365 1.250
1225 6455 1218
983 16,057 1160
G895 10.58% 1104
i 16,648 1051

Weiaht

20 0%
20.0%,
2004
2000
20.0%

Exhibe L8

Frequensy
Times
Sevent,
(3306
19




Developed
Linted
Ciznmn Paid
Fenod
i

15890
1695
198

R]

195744E
19580

(Z0is from Sxhbe (13
(31 from Exhibig L1-4
(4118 from Exmgit L-5
(£ and 1) are from Bt L7
{Tiis from Exhigit LI-g

(8

]

S

1,90%

4891 L2
Q

570,154
44748
B8.273.228

4 /55 440

4,585,214
3,475,602

15 based on (2) to (7). weighted as Tollows

Developed
Lirvtesd
Repored
ncuried

Los

Bi:

(=R
o

11,924,371
L7248

CITy OF Cant

LlaBim

Frowsted Ulmate Limaed Losses to 2003

Geveloprd
Liruted

Case

Reserves

§2.,203.354

arhaT
5,601,881
0

1,058 168
473,508
8352219
6,344,548
14,037 68
14,666,147
11,168 425

B-F B-F
Pand Reponed
NMethod Metnad
Uittimale Ulermate
LOsseS | sses
SN {&.

Freouens:
Mmes.
Sevent,

Subject to @ mimmum of Exhibit LI-1, (10) and mimum 10% of case reserves as IBNR unless all claims are closed

Developed
ke

Ciairm

Fenad
1o 1585/

10909

kR MR Fioh

199293

1953/94

150455

(EFRAIN

1ouGaY

1987158

THHEIG0
RRSEETT
2000401
ZO0NGT
20007
200204

B0.0%
30 0%
30 0%
30 0%,
300t
20.0%.
30.6™,
30.0%
20.0%
30.0%
30.0%
10 Q%
10.0%

Developed
Linnted
REpUrED
Incurred
Losses
40.0%
A0 0%,
40 0"y
40,00
40 0
40.0%
40,04
40.G4.,
40.0%.
au 0%
40.0%
40,05
40%,
30 0%

20,00,

(e veloped
‘Uirrihed
Case

Reserves
30 0%
30.0%
30.0%
20 6%
20.0%
30 0%
30.0%,
30.0%
30.0%
30 0%
2005,
30 0%,
300k
35.0%
30 0%

E,53%2.050 8417 545 2
E,30. 388 8,225,050 272
£,012,308 10,367,574 30
11,145 132 9115 Beo
11320650 Tz 2T
B-F B.-F
Paig Reponead
e Aot Frequenty
Wtimate Ulimate Times
Lesses lLosses Severnly
0.0% 0.0%. 0.0%;
0% [ 205
0 U .08 0.0%
0.0m 0%, G 0%
0 0% 0 05 0oy,
0.0%, 008 G O%
G0 0.0% O O%,
0.0 0.0 0 U
0.0 Q0
.00, 00%
0.0% 0.0% 15 0%,
Q0% [ERR 0%y
G.0% 0.0% 0.0%,
5w, £.00, RLIRON
10.0% 10.0G%. HIEGH

ARM TrocH

Exhtbir L&

Prujesten
Litmae
Lirnited
Losses

{8,

P

i

\;\

345211

4,227,004

[N

B47 BAL

SHT.2E0

8225447

T8 3

.9
1.6
b4



CITY OF QAKLAND Exbim L+-10
LIABILITY

Frojectad ditimate Lirated Losses for 2004105 and Subsequent

Trenged
Linited Linited
Projecled t oss Rate Lass Rat: Losy Rate
Ultimate per $00 ot Trend per $100 of
Claim Limiled + Payroll (2004000 Fayroll
Penad Losses {23310 AAREY
{1 { 4 {6}
199 §8.325 447 1 104 5058
20000 7.034,854 1.062 314
209107 L a45,627 108 =
2002102 11,646,424 1040
200305 9,425,355 1020
Tot $47 278,012 $54
Fresent
Value of Fresemn
Projectad Vare of
Projected Projected Limred Frojected
|ruted Ulumate Loss Rate Ultmate
Loss Rate Projecied Limnited Present pet 3100 of Lirmited
Ciann per $100 of Payrol Losses valle Fayroll Losses
Fenod Payrall 000y (73810 Factor {7)X,10: (B 11)%10
(1; {7 18) {9t (10} (17} bl
200405 3348 $355 014 $12,358,047 0.8 $2 46 §11,233.383
506 3.55 270,08 13,139,756 c.a1 3.2% 11,844,038
387 3E1.171 13,804,827 0.21 3260 12,548,408
2007108 365 352,608 14,503 141 0.47 338 13,183,258
2DOBIDE 377 404383 15,237,000 .01 343 13,850 432
(2} is from Exhibit L1-2
{3) was provided by the City
{Gyis based on a 2% lrend
(V1o 2004106 iy based on (6) and the {ollowing weights:
Clasm
Period Weight
199 20.0%
200001 PG
26007 200 5%,
2002/02 20.0%
2OEi04 20 0%

{7 for 20050E ang subsequent are based on 200400 plus a 2% trend
(8} to 200506 was provided by the Cily, Other clainy periads are based ona 3% Wend,

{10}15 based on a 3% interest rate and the payout pattern in Exhitit L2,

ARM TrcH



Claim
Fenoc
(1l

1488
1340:91
159110
100292
196244

2000
2001708
200203
200203

Towd

timed
Pad
lLosses
Gu004
(21

$526,87C

1,885
484 155
4]

534 gol
40,183
TG 138
5.764,525
2.46% 254
1,352,628
354 511

Estmated Oulstanding | oss

Limited
Case
Reserves
63004
(1

an114
G4 11817
C

/LA
271,880
806 680
1,520 857
5,563,978
5,500,597
4,002,121

CITy OF DARLAND
LARILITY

Limite-d
Repored
freued

% v
F R T

< e o

[T S

E = Y
P

o

[ BT T

as of June 3%, 2304

Projectsd
Blumate
Liraitest
Losses
(5]

-1 @

0 W o
LT S ]
2 onm o

o
H =]
Y
4

Estma
Outstand. gy
Losses
Gra(iid

Extubir L1714

Estunatec
13215
[SCTNE]
(B3

522,958 8

341,704 BY

{7, {2, and {4) are net of spewific self insured retention and aggregale retenbon

{G) re dromm Exbilit LIS

ARM TECH

$30,305 LB




Txhimr L-12

Preserd Vsue of Estimated OJtstanding Losses as of June 30, 2004

Present
Walue cf
Estriated ApuSpati
Esumaten Cutstanding Future
Qutstanding Presci Lusset Irrvestment
Clasim: Losses \alle [SRCPINE incorm:
Penod Fazio: 12N E (P

1

o 4

! i 4]

19 i o
1E835:54 0] i
1894105 36,475 33,620 2,802
H85; <50 ean 5464018 ZBEGm

s 0 g

246800 15.985¢

16,150

149500 £1,254
2000101 118025
200162 418,574
2002/02 10,253 78 SRl
200304 9,070,824 BEE.172
Total 30,308,087 2,307,104

{21 is from Exiubit Li-11

{3, s based un a 3% interest rate and the payoud patieman Exhibit L1-2

A RM TrcH



HOJ3 1 WXV

* - Limmitsd do & mavamuom of D5%

1ogtmy
1092/03
19988
1204/05
|0t o5
190587
1627/33

o0d s

tdonths of
Di=velopment

1801
1RE(
15810
1410
1320
200
108 ¢

{3vand (5] ars fram Evhibit L2

(7o 20020 s from Exhibit LI 01

RUIN

= pased v T 3N nternal 13% and the pg

Farcenl

Losses Oeveln|

er actuanal udament

The zmaunt for 200405 1% from Evhi

f pattern in Exhi

bManits of

j82.0
1aon
168 ¢
1560
144 &
1320
1200
12810
A0
a4
720
500
4390
360
240
0

CHY OF OAKLAMD

Lagipiry

Proiecled Lozses Paig Jily 1, 2004 to Jupe 20, 2005

Parcent
Lnsses
Pt

aagr,
on 8%

0f &nt
85 6%
33 8%
g A
A7 4r
69 A%,
177
79 5e

10z

Perrent
Qudsianding
Losees

h s,
250%
25 0%
25 0%
25.0%
75 0%
25 0%
26N,
25 0%
250,
25 0%
FR 0%
250%
75 0%
21 5%
10 2%

Fslimated
Culslarding
Losses

K30

17

0
o
0]
¢!
36,424

762

MZRGI

Pa9.077
1 166,300
2,170,324
TABIET
10,293,788
Q070,844
12,2R8,047

FABORZ T

Frojectad
lngees

Paid

()

o

d

0

il

2,10/
838,250
ol

TR21N
4, /R0
289,077
hap 504
1,870,418
2573447
1,749,504
1,070,521

Fatanaled
Curtstancing
Loecas
G205
{7018
9)

31,508 080
¢

T3A 044 S0

Presont
salie
Freiar

R

n

"

a3

2
op

@2

=~ R=]
YRR RD R R D

ol

[Tea{~ Iy o]
]

B i

2
i

Fehh L1 12

Present

771,975
Z17 /08
G240

1,541 47D
n 213858
7 ZRE OO0
BATH TOR
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HJo)31] WXV

tonths of
Clam Bevelupment
Period 30005
{2}
1888/20 1920
a9/ 1800
19914/2 1880
1932/03 158 0
19537/04 T4d n
1924/25 1220
19053 1240
i0gn
BEG
Re4n
2o
00
£8.0
250
241
ea
nn

C-bimited tooa maximam of 257

{2V and (T aro from Exhibit 12

710 200405 15

{105 bazed on a4 27 inte astrata anc the pavon! patheie in E<hibitt |22

oer actuaral judgment

Percert
Losses
Paid

ktonthe of
Deavetaprent
[SIR DAY

204 0

fazn
1900
158 0
15611
1dd o
120
1200
“ORD
96
840
720
RO D
4R
60
0

rom Eviubit LE32 (2 The amount for 200508 1 fron Byighil LI D

CITY OF OAKLAMD
LIARILITY

Projected Losses Paid July 1, 2005 10 Jule 20, 7008

Fercent
Cuidstanding
|ossas
Paid E=iimzien
THOL o Eslimaled Projected Qulstanding
Pereent G006 Oistanding Loszes Lnzses
Loages {{B]-03 Losses Paid RIIONG
Paned {100 030 B0NS (81X(7) {7I-(BY
thy 1G] (7} (8 (a)
g aeg 250% ¢ 085 T2 AR
Qa o, 25.0% ° 0 n
03 on, 250 0 o]
am 7, Z50% ¢ 0 0
09 7Y, 2hneg n )
4O Ry o250 27,34 R, B3} 20,489
99 3%, 2500 ¢ 2814749 P02 GHT 28 ez
29 0 2500 ¢ 0 0 o
R Bmy 250% ¢ 234 B4R 5B EE? Loy
QR £, 250 ¢ 224,308 56,077 TRR 221
23 8% 250% ¢ BRT P2 TG B0E FAMLA24
A9 8%, 2509y ¢ 1627700 406,238 TEZ0RY2
2500 ¢ 5611204 1,402,812 4206440
250 7,020,338 1,230,085 5700254
2800, r 7421320 1,780,330 1,340,220
21 n 11,007 528 238540 BI12.423
10204 ¢ Y3139, 750 11,792,501
51,784 784 042 19N KA1 470174

Exhibit LI-1.4

Fecap
Valye of
Estimated
Dlstanding

| osses

1934110}
1
a3 $a01 570
Q'i Al
oz n
Jz n
aar n
oz 17,81
ooz i odg Ao
087 0
nez 162,433
.08 159,347
oen £17 252
.95 1154 888
can 2,985,377
25 © 4@n 37
g 5041895
0ol 8 172 753
noz 038,137




H24 ]l WHY

CITY OF OAKI AND

Exhihit{)-1%
[REACHIN R

Projected Loszes Pard July 1. 2006 1o fune 20, 2007

Prrcant
Oulstanding Precant
Losses Value of
Paid e=nrnaed Esbrnziod
e o Estimaled Prolecled Oufstanding Cutslznding
danths of Percent AMenths of Parcent G/30/07 DOuistanding [ ps=es Losses Present 0fE
Clzim Davelapment Lossas Developmeant Losses 51130 | peses Fad AI20/07 Valye RANNT
/ Paid BIROIT Paid (100 (%131} G306 [E¥(T) (718 Farior IR0
{1 (6] {Ry ey e 1)
P 2040 0o G 2160 a9 Q% 2500 ¢ 0w
190001 ez 9% 9% 204 0 03 6%, 250% " Az
Qo4 ey 180.0 22.8% B2 0 30 29y, TROM T ° o=
1ad2/a3 188 5 Qe T 180.0 a9 8% 25.0% ¢ a o] 3 0w o
180394 1580 99 6% 16810 99 7% 25.0% 0 0 n [sR=F} Q
15edmas 1d4.n 88 5% 1560 99 8% 2508 ¢ 20488 522 15,357 092 14,584
1995795 13240 a0 3% 144 ¢ 93 5% 25.0% 2,111,062 527766 1,582,706 top 1,461.282
10a5/a7 1200 93.0% 1320 99.3% 2609, ¢ 0 n 062 o
1537/23 1050 95 5% 1200 99 0% 25.0% * 175,084 43996 0e? 121.A25
oonion @0 a8 6% 1NR.G B8R 5% 50 ¢ 168 231 42 058 08z 16,450
1908430 a4 0 a2 grh 05.0 a6 &, hows " A50,424 162 606 n.0s AR1 476
ZO0AIDY T ag 57 84.0 o3 B% 2h 0 ¢ 4,220 842 305,203 ARy RO,
2001432 500 B2 47 720 RO A% 2a0% 4,208 440 &2 1I0 ER 230 rnan 7525 858
2072403 481 ne 8%, ROD 82 4%, 2509 ¢ 5,790,254 1,447,564 4,342,800 G ab 4.112.627
200304 380 51 79 480 RERM. 250% * 5,340 q00 1,326,248 4,0m5, 742 ach 3793438
2004 N5 240 2957 G0 L1.7e 250% ° 8,712,423 2arg iAo R,524 117 0.04 8,168,385
200505 120 10 7% 24 0 20.5m ER L 11.7e9,501 2535873 ©2n3.528 004 R L
20 on 0 0% 120 10204 102 13,804 827 140R,072 17,106,555 11,421,608

F54.576 801 517215 443 0BG SRR

- Limited 1o a madmum of 254 per acsadal judgment
{avand (%) are from Exhitit LI-2
{7V tn 200EDE i3 fam EvArbit LI-14. {93 The amoun! for 20067 1s froen Febibat 1110

{10 is basad on g 3o interest rate and the payaul paltap i Behibil o2
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D on Bogd =
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- Lmiled teoa mavmum of 25% per acluann! jirdament

tonths of
Development
30007
21
2180
z03 0
1920
1800
1230
1550
1440
1320
1zon
Rl

(M ard i5tare o Extibit L2,

{7h 0 20NSIRT s from Exhiil L3R, (8 The amoynt for 200708 15 from Evhibit L0

H0s basrd or =

" inferasl rate and the povaut caftarain Exbael L2

b0 0%

Farcant
Losses

Ha Doy,
G 8%
R
oo g™
g4 7Y,
ag f%
Rk
e 3%
0 0%,
QA 5%
96 6%
Q73 8o
B89 8%
Az 4%
Ga 2%
51 7%
T2 5%

17

CITY OF OaKLAND

LIARILTTY

FPeicent
Oiatonding
losses
Prid
Mt o
RIaNAa
({53

(100 fa-{3)

5]

Projected Lasses Padd July b, 2007 10 June 30, 2N0B

Calimeated

Outstanding

Losces
R3NI0T
!

$7n 72
f

a

Q

15267

0

131,088

178,173

4B7 BB

a15.608
3156330

4,342 690

4005742

0,534 317
0,763,52
12,396 500

14,507, 144

RRE, 192,727

Proincled
Loeses

SR B4R
0

il

n

]

2,847

Aoh AN
il

Az eo?
31,0472
121085
ooy
700,093
1.085573
1,001,426
1 A33.578
2315887
Z.0f4 792
1,472 220

511 OAGETZ

Fetimated
Cuistanding
Losses
GI2N0R
{73-{%)

)

5847620

3,004,308
4,800,728

Frezen!
Walie
Faclor

130

fHex

Evhikit LI-15
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Claim
Perind
in
19E&/50
1Q50/91
1891/62

9asion
200001
200402
2002703
2003ind
2004495
200505
200807
200708
2008709

tionths of
Develaoment
R/30/08

Parcant

| nzzeas

Morths of
Dreveiopment
Paid £/A0/00
EH

f-Lirmted to 3 maddmum of 25% per actuanal judomeant

i3 and (5% aee S Bt L2

{7V b 200708 15 from Exhibit L-18, (2}

The amaunt far 2008024 fom bamed L2190

{10 is based an g 2™ in‘erast rate and the payvogt pattern in Evbehit 17

Projected Losses Paid July 1, 2008 10 June

Percen
Losses
Paid
151
100 0%
H0g 0%
99.9%
QR B
aqg 5%
ag B
Q% 7%
99 G%

CITY QF QAKLAND

LIABILITY

a0, 2008

Percrmd
Outslarding
l us=es
Frrrd

THO8 o Estimated

Br30/08 Oulatanding

({53307 Losres

(100 0%-(3)} a8
8] [ex

PA0% ° 4547 B30
25400 ¢ 0
2800 ° 0
2507 0
2500 * o
2H0% ° 11.525
250% ¢ 1,167,472
2650% * Q
2h0% 7 GR Gad
250 * 84,620
250% ° 3658773
2000 " BRG.707

Show, 2,367,247

280t * 3757 T
25.0% ° 2,004 308
2L0% 4,900,718
26h0% 7 8,947 645
250% ° @732 267
214% ° 13,023,829
0% 15,237,000

FR1,462.850

Projeried
Losses
Paid

5894
297 268

0

24748
73,658
34,460
171 R77
s91.812
514‘2’}4
761077
1,225 185
1,738,812
2,433,066
2,799,105
1.654_174

512,653,702

Eshimated
nlslarding
lo=mes
£:20408
(7187
el

410,77

nr o

PRI

0 oaa

R D ==
g g LT

Ak
A2.80R

S48, BNY OGS

Evhibit LI-17

Present

Valug of

Estimated

Cnitstacding
Fresznt Lo
Velge i Iatialo]
Facior [EIRIU]
(im (i)

100
nel
0o
Teld
083
02
2.02
o2
0.6z
oz
nex
ngz
¢ an
0eh
&




CITY OF OARI AND £ttt L1
LIARILITY L

List of Large Clamnm.

This Exhibit is omned at the request of the Ciiy Attorney’s Office.

Glaims wilh over $7,000,000 repoted incured are hsted.
The claimis)indicated by a ™" have Geen himited in developrent

(1) through (7) were prowvided by the Oty

ARM TECH



CITy OF OakLAND
LIABILITY

Numbe: of Clarne. per $1 Million of Favroll, Average Cost pen Glain, and Loss Rate by Department

Department 199500 2000-C1 200107
11 {2} 13 (4]

i Fayll
Fire Deparlinant 2478 530 R4 545 P20 $58,672,415
Parks and Recreauon 4.512.447 16 250,243 15,514 BBG
“ohce SEMVICES AQENCY 6,600 524 G1 452,702 107,241.84¢
Public Wort.s 1,481,884 32,300,408 24,096,180
Other 1,558 914 75 B54,128
Tota! $250L,973 4032

11 Number of Repornee Clawns as of dune 30, 20463

Fire Department 22 az 21
Farks and Recreaton 202 14# 12¢
Folice Servces Agency 470 347 %45
Public VWorks 402 422 35L
Otner 208 ¥ 120
Tota' 1,304 1,257 987
{Il Reported Wncurred Losses as of June 30, 2004

Fire Department $22.080 &47.021

Parks and Recreafion 270,083 240,562

Folice Services Agengy 5960722 4,952,086

Funlic Works 2523167 1.442,95%

Cither 588 362 602,657

Total 52,464 414 §7.285277 $8,028 232

I Number of Glaims per 31 Mithon of Payroll jSection Il (Section i §1,000.000))

27,551,765

87.598,138

H55 455,210
165,261 B0
104,00

05,374,027

S307 401 B34

REEEIN R

2005

B )

23 25
115
a04d
414
112
GEs 561 5.04%
573,804 Frac
145,144 1,406
958 048 18,017
2352845 12.51E,
325,788 5826

Fire Diepartmant oz (e {53 0.3F 04z
Parks and Recreaton 158z 91 £33 T8 254
Fo Services Agency 541 3z 32 241 1.684
Publiz Warks 1277 1207 10 44 14,04 £ ba
Othig- 2.5 2 us 143 1.28 0.64
Tota! £.67 4 486 235 317 1.82
Vo Average Costper Claim (Sectien Il / Section 1

Firg DepartmeT $1.004 $5.307 $1z708 $2.902
Parxs and Fecreation 1,337 3.385 2678 2,765
Police Services Agency 12,68Z Y719 11,456 5,016
Pubhe Works 6,525 10,038 4677 15,017
Dther 2,829 8.82¢ 7502 5.891
Tow! §7 250 56,538 38,175 S7072 R
VI, Loss Rate per $300 of Pavroll [Secben 11F/ [Sechion |7 $160)]

Fire Department 3064 $00% §0 .49 $0.87 §5.12
Parks and Recreation 186 Al 281 195 0 Bg
Folice Services Agency 6.BC 530 264 322 09z
Fuphic Works B 32 4 4E 10.48 .04 877
Other o.BZ G¥7 1.26 0.5¢ 030
Total 268 §2.65 §2.24 51.50

Lol and N were provided by the Gity.

Claim counts ang loss amounls arc on a reporied basis

ARM TrEcCH

They have nat been developed W vlimate vatues

Exhibiz i -10



Iy O QKL aND Exnitn Lz

LIABILITY

Pad Losses by Department as of June 3¢, 2004

Limited
Falice Paio
Clainy Fire Farks and Services Losses
Fennd Deparment AGEney Pubhc Works Other {
(1 (= 14 (%) {5
Y8800 22,080 $264,Bb0 $4.014 385 2554 528 5313510
200001 186,687 3215 1,186 Bk4 1,021,330
2001702 338,877 SRR TR 880,217
200205 & 440 020
] 67,201
Total §617,217 56,695,908 £5,128.8% $Z,106,50¢ 17 105,087

121 through {(6) are ne! of the City's specific sellinsured relention of $2 mihon

Diata was provided by the City

ARM TECH



TITY OF DAFLANG Fxhibin Li-29
LIABILITY

Anaivess by Cause of Loss
Chaim Fennds 1902900 through 200304 a5 of June 30, 2004

I Fire Department
a Top Three Loss Calegories {Freguency

Cause Count Tota! Paiz
City Vehicle Against Anather Vehicle 6
Misc 16
Fue Deyt  Fue Resoonse Related Dnigs 1w

b Top Three Average Payment Categories

Ayarage
Gadse Count Total Paid Fayment
City Vehicle 2 514,950
FersonnellLabor A.DUA. z 11,0848
PersonnelLati 4 16,127
It Parks and Recreation
2 Top Thrae Loss Categories (Frequency |
Cause Count
Dangerous Conditisn OQFR - Trees 417 $335.022
Dangerous Cond : Sigewalks Tnp & Falle 42 1,534
Crty Vehicle sgainst Anather Vehicle v 310,360
b Top Three Average Payment Categories
Averagr
Cause Count Tota! Faid Payment
Fersonnel/Labor I $ev 722 $6.485
City Vehicle Agamns! Another Vehicte 3 210,268 £,388
Dangerous Conditon Streets 2 13,255 6,850
H! Foiice Services Agency
a Top Thres Loss Calegones (Frequency)
Cause Couni Towl Paud
City ehicle Aganst Anotner Veticlg 236 ixe02871
Police. Force - Cnil Rights 2re 2827202
Pohice-Non‘vehinie Related Propert, Loss 20z 24 457
b Tor Three Average Paymeni Categones
Averagc
Cause Count Payment
Police. Force - Wrangful Death 16 522,83
Ferzonnel/Labor. Gnevance- Suspension i 14,205
Folice Forge - Civil Rights oTh 13,718
W Publc Works
a Top Three Loss Categories (Frequensy’
Cause Count Totai Paid
Dangerous Condiioh Streets 4p8 $218.645
Crangeruus Cond : Sidewalks Tnp & Falls 248 1202112
Dangerous Condition Sewers & Floods 278 1,068,141
L. Top Three Average Peyment Categones
Averaje
Cause Coum Total Pad Payment
Dangercus Conditions Inverse Crondemnat 27 $547 1ED $20.265
Perzonneal/labor 4 58540 12287
Cangerous Condition Storm Drain 63 608.853 9,664
V. Other
a. Top Three Loss Catepories (Frequensy)
Cayuse Count Totat Paid
Misc. 240 $2.688
Code Enforcement 7% £81%
City Gout.. Other 5% 161,144
t. Top Thiee Average Paymen| Categories
Averagr
Cause Count Tolal Paid Poyrngn!
Fersonnel/Labor. Sexual Harrassment 4 $210.906 7727
City Govl. Municipal Code 1 73,917 2,811
PersonnelfLabor Severance Package 4 62,312 62313

Data was provided by the City

ARM TECH



H231] WHHY

Diant 1995/00
Code Decartmant Fayroll
(1} (2} &

GFin " i Dageriven

DPSQOC_ Parks and Regreation
DPi30g” Police Senices
DR3G0 - Public Works

Mise o Otmer
et o T DD

(3,059, 7, 19 and 1 1 were providedg by the City

L Ssadreme

CITY OF OAKEAND
LIARILY

Histarical Payroll and Percent Payroll

Fxhigit LI-22

1008100 tn 1006700 tn

1989700 2000001 2001702 200203 Fonai0d ERLEYIY! 2003704
Pergent Poreeat Parcent Fercent Merten Payrolt ercent
Payraf 2000101 Payroll 200100 Pavrall 2002103 Fayroll 200308 ravrad [2IH{B1+(7) Favroll
{3 Total{3) Payrall LEYTalaI) Fayron Ty Tolal(7) Fayeoll (9 Tolalig) Fravrall (1 Tetal 11 +{a1+11} (13 Tatali 133
(4) 5 e &) () G ) LD {121 . (141
) 1RE3%  $8B,673,419 a69a% " gR0,180,191 360A53,316
. i 684%  15514580  520% _ 1578721 16,261,800 7
C33B8% 100,241,846 (34 an% 04 383851 104,008,924 437180
y 1162% 7 37,531,169 3R 367 768 S 1zaB% 17380746

o _ ~smcaw _ A7sEbBA3s Tesnianz7 | pA0EW. 4

TBoonv  5773506,944 G0000% 204,518,048 100.00%  §305,540,566 Joonnw %307 405 F34




CITY OF DAk AaND
LIABILITY

Calculation of Percent of Reponed Incuned Cosses Limited (2 $50.000 per Occurrene:

Tt LI-23

Nunber of
Llammis with
Reponed Reporied Repored Forcent
incurred Incurrea incured Rejoned
Losses Losses Logsis Ingurred
Repoted Grealer Srealer Cappea at Lusses
Ingurres Triar % 5“ Y] Cappza ot
{rept Losses $50,000 S50 000
Code Depadment U4 5130405 61T otal el
i1 21 A1 i
doageg T T T T T T o
DP_EOL
DP5000
DE1000 ol
Dr—fi%_v__i:‘ulﬂ\f Works

Miac  Other

_ . 1ompeer

Tow o  59ABa41E .
15 2000/31
DPzE_}O B F[&_Eepadmen d_( ;‘i -
‘DPBUDU__ Parks and Recreation
DF"\OJFI ~ Police Serymes Agency o o S52,080 7 N .
_QF’SDO 7 Public Works D 0" o 1, 015 50‘ _
s _ Other 418,408 - 12.80%
Tow T T T T T A SephaEsl
. 200162
OPZ0G___ Fire Deparimen ] T Tsamksin szoa GRo00 4 _ §1a0 528 2914
DPS5000 *iarlfs and Recreaton B 436872 2 222,881 b 1t
DP100Y Police Services Agency _ 2,670, 634 13 1,408,942 4219%
i_D_PLuG__JUDH: Works e 3,673, 4544___4__4____ I
NMisc Diher 1,058,907 957128
Tota - N N 58,026,232 36186722 _
fe. 200203
DPzog Fire Depariment. T T T saimae  Tapoipas 3 §172.204 ]
OPS000 Fa(ks and Recreation _ 307 570 B 182.000 . ] z 224 8670 .
;[)E-WDDU FD'”E: Services nqw'-u ~ 3. 475 493 252,487 . 15 ), E.Gzﬁ
DP30C"_ Public Works . 1.913,527 1261988 10, 276

_ Cner N 1.1/ LA S S

- - /0 " s mL uﬂe&

56 853,231 2uo .

V. 2003/04

DP200  Fire Department T graghd : i _7_;_37&8@‘5 .
DF'SOUO __Parks and Recreaton__ o - 14‘L1_44i_m &0z 5018

_QE1OGO P@Egrv_nc_e_s_;\aﬂy R -1 2.0, - 493 005 oos

DP300 F O 1o .

Mse,  Owe 0 37%

Jow o vaE7eBMZ 94079464 )

(2. (4] and (5] were provided Ly the ity

ARM TECH




(318 from Exhibir 1122

{4135 from Erhibil U238,

CITY OF OAKLANLD
LisBwiTy

Colculaton of Reislive Loss Rate

Percent
Reported
Incurred Relative
Losses Loss
Dept Farent Capped al Rate
Code Deparunent Fayrol $A0.000 {4
(7 124 3h 4, a1

;D)F‘W LoD _F’_O_l-c’eﬁfﬁ ADENCY

DE300 _ FPublic Wo o
_Other

Towl

Il 2000/89

_ Fire Department

DPEGOI ¢ nd Recreguan
Lpioon e Bervices Agercy

DR300 _ Puphz Works
Misc . Other

Toal

o 2001/02

GP200__ Fire Department
DFE00T_ Parks and R

DP1000_ Polce Serv

JREND Public W

Misc

[ 260203

OPZ00 _Fire ljr:part'T

DP50G0 Parks and R

bPagnd

ARM TECH

Foctupit ]2



Depanmen!

Cept
Code
() 21
DPLOG_ re Department

OPoogi " perks and Heoredhon

DF1000 __ Foloe Service
DR300

Luer

137 te- (7} are from Exnibit L1-24,

Pubhic Worhy

CITY OF OAKLAND
LEABHLITY

Calewaton of Average Relative Loss Rate

x| 080

Relativi

189400 2000'03 2001:02 2002403 202304 Lot
Relative Relative Retatrve Relatve Relalive- Rate
Loss Loss Logs Loss Loge ALEralc
Rate Rote Hate Rat- Hatle i
2 4, (5 (6 17y

ARM TECH




(31 from Exhibil L1-22,

{45 hom Exhitnt L1-25

CIY OF CakLAND
LiA8ILTy

Caiculaton of Experience Modification Faclors

Anarans
pERIR Experience
198930 to 2003404 Modification
200304 Relative Weight Factor
Dept Farcen Loss (373 IR
Cote Depananeni Payroi Rate £1.000-5%
(1 [V {30 {4 (B}
T Twe Oeparment ) ’

Farks an Recreatior

Msc o Oer

OFaut T Pubhe Works

Weightis designed Lo give the largest mermnber a weight of 750 and the rest proportionally smaller wesghts subject to @ .00 minimam

(G} iz subject to an ofi-bajance factor

ARM Trcn

Colutel L2



CUY OF OAkLAND
LiaBloiry

Exhkat L1027
Calcdlgtion of 200508 Projected Prerum
Lx]xermn;e
Fated
205406 Projecled 200500 2305,08
Projected Lapenance 200 Ferient Frojecled
Dept 2005/06 Modification Fay1olt Funding Loss Fundy
Code Departrngnt Fayrol Faclor {4In4 By Taah oy {61 Totall™)
Tt (2 2 il (& (5. {7}
CFbemaman T T Wmemtaed | Gan L hgme
_DP500D Pz Recreation ]
DPabon _ Polee Services Agency

{3 was provided Ly the City
{41 from Exhibit L1-26.

Total (¥) s from Extubid L1-14

ARM TECH



CiTY OF O4KLAND Exhibo L2t
LIABILITY

Cajculztion ol 2006:C7 Projected Prenuum

Expernenoce

200607

Proyedted Frul d
Dept 2005107 loss Funds
Code: Crepartment Fayroll X Total 7t
Vi [ &l i o

Z relepadment — o seupiigeo -
Parks and Retreatio

. Police Serag

3y ic hased on payrol for 2005/0G6 plue a 2007 trend
{4 is fror Exhibit L1-26

Tolal (7;is from Exhibi Li-125,

ARM TECH
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iE—C y ATTACHMENT B

December 16, 2004 204-000

Ciy of Oakland
150 Frank H. Ogawa Plaza, Second Floor
Oakland. California 94612

Attn: Ms. Deb Cormwell
[nsurance Manager

Actuarial Study of the
Self-Insured Liability Program
as of June 30, 2004

This study has been completed for the City of Oakland, Califormia. It contains the
analysis and conclusions of our work.

No key personnel have a relationship with the City of Oakland. Cahforma, that mayv
impair our objectivity.

The City requested that ARM Tech develop a cost allocation plan that 1s similar 1o that
employed by the City of Phoenix. The allocation was provided mn Exhibits LI-22 through
LI-28 of our actuanal studyv daied November 30, 2004,

Afler our actuarial study was finahized. we leamed that the Office of Parks and
Recreation (OPR) was reorganized effective Julv 1. 2004, As a result of the
rcorganization. the Parks Mantenance portion of OPR 1s now included m the Public
Worls department, while the Recreation portion remains in OPR.

Based on this new information. we have recalculated the experience modifiers by
removing the loss and exposure data for Parks Maintenance from OPR, and adding the
amounts to Public Works, m order to correctly reflect the new departmental makeup. The
breakdown of OPR losses between the Parks portion and the Recreation portion was
provided by the City. The sphit of OPR payroll between Parks and Recreation was not

o X1Y4

readily avaitlable at the time of our analysis. We have estumated Parks pavroll to be 439,
of the OPR total.

TON, RMary, Berh, Suile S000 e Sevie, © gty 2603051
N NS P I ISR O IR P S

o e arnniet B o




We recommend funding by City department for 2005/06 and 200607 to be as shown in
Table 1.

Table 1
Recommended Funding by Department
2005/06 and 2006/07

Projected Loss | Projected Loss
Funds Funds
Department 2005/06 2006/07
{1} (2) (3)

{(A) Fire Department $354 655 $909 025
(B} Parks and Recreation 253,452 269,575
(C) Police Services Agency | 3.337.556 3.549, 880
(D) Public Works 4,464 887 4,748,628
(E) Other 1,701,660 | 1,809,807
{F) Total $10,612,110 $11,287.215

Note: {2} is from Exhibit LI-27.
(3) is frem Exhibit LI-28.

Our calculation 1s detailed m the attached exhibits. We will update the calculations if the
payvroll sphit between Parks and Recreation becomes available.

S b G

Please call if vou have any questions. Thank you for the opportunity to be of service.

Respectfully submitted,

ARM TECH

By (ﬂ’\«/\,ﬁf‘ Hs o DU’UL
Mujlaba Datoo. ACAS, MAAA
Consulting Actuarv

MD:js

2oCheeAciuatahD Gan and, City ol 2504_08_30Foper] Dak and_LL 121604 dor

ARM TECH



H2>3]1 WAV

Puapt 1839/00
Code Menanment Favrol
I LI - i
nPEia Tire Deparment  S52,478638
DF‘SOU_O Parks and Penreation Rz ‘\‘93_
DﬁF‘Iﬂ(_]O__ F_‘nﬁis VSPF\.'EF_?S Agency ‘_8'319(‘9:52"
0P00 Public ok N7 A
\Hse Othar o a2t
Tatal T T T T mpavaana

1aaninn

Frarcent

Payrall
{3 Total(3)

BREELE

91,825.757
39,431,208
78534179

427 1A26,944

2000/01
Percent
2000 Payroit
Payioll (541 olal(s)
L) |-/ R
©SR4,545,273 19 8,
622 3 anm

33 BB
14 37%

28 Td

100 nneL

CITY OF OAKL AMD
LIARILITY

2001702
Payrall
_.An
SREATR AN
8860455
101,241,845
A0TFHL AL
$3,993,018

4793515045

Histarical Poysoll antd Prereert Payroll

200437 2002403
Fercent Cercent
Fravrolf 200203 Mavrall
{TH otak Y Pavrall
(1) O .} W L) S
860,180,191 1 7o,

16 99%

13 8R
PR G2%

inn oot

A

24 16%

\ 4 14 52%
R7 Aof 139 PR
305,540 566 108 00

(25, {50 (T4 (29 and 11 hwera pravides Iy tha City - Parks and Recreation was adjusted to reflect the movemenl of Parks kiaintenance to Public Works

20050
Fayroll
AR

8z

1N4.008.874
45343401
/O 3174027

an7 405 834

200304
Mercant
Pavrol

(1 1¥Tetalieq)

A

14

2P 05%

100 00,

v )
In3ing
Paveell

{2} {C47)
EFLAAYFEE Y

207 406 315

411,126,707

1437 086,790

Evhibit 1122

FE0UDM b
Pt lak
Herennt

=Bl
(RN Gl )]

LA B

10 A%
Tae
33 9R%
14 4do
2B 61

J00.00"k



CITy OF OARLAND Cxmb AL I
LIABILITY

Calculaton of Percent ol eporlen Incurred Losses Limnen o $62.000 per Oocurrence

Numbear of
Clanme waty

Reponer Reporad Reporle: Fercent

Incisren Incurred Fepored

LOobset 1 D85EL ncurred

Reported Greator Greater Capped at Losses
incorer Than Than 50,000 Capped at

Diept Losses A 50,000 (- i) 50,000
Code Deparnment £3008 B304 X&30 60T, (61 Totalb;

i1 121 13 15 (B, 71
I 1996:00 . o . . . o . o o

DP200 ~ Frre Deparment
DP500U Pars ang.
DPIO00__ Polce Servic
VT;ZP_BUU" :F;ubnc -
Misc

DP200 " Fue Deparment
DP5000 Parks and Recreabon
DF1D00 - Polce Se :
BP300 ~ Pugle Wors |

MscOter

200182

Dpzoe
DRS00y "
Dﬂgﬂﬁir? Palice Services Agenoy
DP30C Puphc Woms
Msc

ﬂta’

N 200202

D200 Tire Deparn

V2002504

TPl T o Y >~
DPEL00 ton . 15,82f o o 15828 N s ) _1.00%
DPI60D _ Foice Sevices Agency N T ’ — Tagoobg ;
BR30C buc Wors _ _ _sBagdl

Mes o Dwme T 13076k

Total S

{3}, (4) and {5} were prownded by the Gty Parks Maintenance 1s included m FPublic Waiks

ARM TECH



CITY OF QAKLAND Exiubat L-24
LinBILTY

won of Relatve Loss Rale

Fercent
Repoted
Incuried Helative
Losses Loss
Dept FPercen: Capped at Rate
Code Department Fayrol §50,000 FERRECY

{11 12 i) (a1 =

MR

oPzoo | Fire Depatment 20 42% a7s

DRador Parks and Recrzation o oL dame 30
DR0GC Polee Senvces o 3382w 4485w
; Fubbe Worrs o . 146 4304w
n Oher L } . 27 e 0315
Towl S B S Y S (R

W 2000

DPzot e oepat - T ukis
DRS00 T G T7an
OPICOE - T 4o
oP3al | Pusleworks T 2510
Thss Dmmer T T phan
O e U 1 S T S

2000z

DR Fredegarmeni CTewen T Eeiw 0%
DP50OL Farks ang Retrealon L - . L0RV 87 0853

DF 1003

OP300 Public Vworks

4
Palice Services Agency o Bdavw _ 4219

WMes Oter T
Gom_ T 7

]

IV 200203

19 70% 5024 0 Z55

DP200____ Fire Decadment 0
zein

and Resreation

[SEEE 57%  au04% 2757
s 5319 0534
Gew T T T T 0O 1060

Vo 2003704

Tizoo__ Frehegenmen
DPE000 _ Farks ang Recreaton i
Police Services Agency ‘ 32.83%

Braong ey
DP3LD

Fuplhc Wworss . RS

Whse Other T T TR

(31 is frorn fxluhit L-22

{4115 from Exhibt L1-23

ARM TrcCH



CITY OF DAnLARND Exbuir L8-23

LIABKATY

Criculaber of Average Relative Lows Rate

AVEIAGE
s HUARTe
200304
Felative
18493100 200001 2001402 2062i03 200304 LoS:
Relabve Relative Redlive Relatve Relative Rate
Dept LUSS Lo Loss Loe Losy Averaie
Code Depanment Ratc 1t Rate Rale Rae
i1 [ 51 (5 8 [k
DP207 EEE Department - ) j i

D_Fff)DE](“- ~ Par 55[1_Q_Rggr&;a1|£slf7 B o o .

,iiF’JOOZ - _Fobce Serices Agenty _

7DF’£‘:DU_V _ Puple Vol o o . o . R —
Misc - Oter — T A

“Tamt - T o - T T o - E T -

i21to (Fiare from Expitut L1224

ARM T EcCH



CiTy OF OAKLARL

Labiat L -Dp
LREIL T

Culeylaton of Expenence Modification Factan:

Averaqi
199900 w Experenc
2003704 rodification
} Rewative Wenght Facior
Depr Fercent Loss (33 [AEN+
Code Depadoen! Payral Rat: Man i) {10315}
11 . 2 =X (&N 1D 1B,
Fm—__Diepan_r'nem -_-_ . -
__ Paiks and Recreaton '__” i
Pol.ce Services Agenc

L Works T

{311 from Exbubl i1-22

t41 s o oxhin L-25

wigighl 1n designed ln give the largrst memoer a weigh! of 750 and the rest propodionally smailer weights subject to a 102 mirirmum

{G)is subject o an ofi-balance facter

AR AM T r ¢ ua



DPS(‘_L:*(- Farks and Rev_e_@mpl i
£ Services AGenty

DR 1000
DR300

Mg

(21 was provided by the City
147 15 dram Exlibat LT-2f

Total (7 v drom Babubut LI-14

Fire Depanmeni

viorks

Department

12

CiTy OF OARLAND
LIABEILITY

Cacuiatior of 200508 brojected Prermism

Exbitnt L. 27

Expernencs
Rated
ZUNLLG Proectan 200008 20500
Frojeole:d Exponence 200506 FPercent Projeciea
200500 kioafization Payrol Funiding Lass Funds
Facior IERSER 15 Tetads) B Total
Ve 5% & iy

A DD AA T v ¢ 34

TsH5s a6k

" 267 457

337 B5E

Y TN




T

Code Departmen!

(11 21
DEEUU flréi)_{zfﬁ({}_ﬁnhl o
DPS300 _ Parks and Recreaton
DE'EODCI _ _Pg\_\_wce.- Sennces Agoncy
GPaon | Pubictorks
Muc T Other L
7?’6@ ”_ﬁ o i T

13y s basen on payroi or 200800 plus a 2 U4 rend
{4018 from Exhibil LI 26

Tutet (715 rom Exhitnt L)-15

CITY OF ORIKCAND
LIagiliTy

Catulation of 200607

Frojected Prermunt.

20000

Erhuet L1028

Expenence
Raied

Projec 2000007 20067CY
200607 Fercen! Prijectes
Payroh Funduiig Lost Funds
(34 (5 Total(s (L Totali ™)

iD; i) (7

$30 BR800 Eose T seudeos

Tghospur 238 20uETS

Projected Expengnce
ZROB0T RiotihLaton
Fayroh Factor
31 141
X B ﬁ(.‘.\-ddf
) a ~ 1 gas
; 1111
] ] . 2034
CE20
' [ ¥

A R AA T £ r W
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OAKLAND CITY COUNCIL

RESOLUTION NO. C.M.S.

OFFICE 1 Toie o oo
INTRODUCED BY COUNCILMEMBER OFFICE 1f THE CITY CLERY

0TI 13 PH 8 18
RESOLUTION AUTHORIZING THE BUDGETARY APPROPRIATION OF MONIES
FROM THE SELF-INSURANCE GENERAL LIABILITY FUND (FUND 1100) TO
DEPARTMENTS FOR FY 2005/06 AND 2006/07 ALLOCATION OF GENERAL LIABILITY
COSTS BASED ON IMPLEMENTATION OF THE “PHOENIX MODEL” OF RISK
MANAGEMENT COST ALLOCATION

WHEREAS, in 2004, the City Council adopted the Risk Management Cost Allocation Program
(RMCAP) to monitor the liability claim and litigation payouts incurred by certain City
agencies/departments; and

WHEREAS, the RMCAP is modeled after a program currently utilized by the City of Phoenix,
Arizona; and

WHEREAS, the RMCAP budgeted appropriations for claims/litigation payouts in those
agencies/departments based upon historical performance and future projections; and

WHEREAS, the Current Expenditure Baseline Budget for Fiscal Years 2005-07 reflects funding
allocations established in FY 1999-2000, without significant modification; and

WHEREAS, the Current Expenditure Baseline Budget for Fiscal Years 2005-07 underfunds the
projected loss in the amounts reflected below:

Department | 2005/06 Baseline 2006/07 Baseline
Fire $114,444 $114,444
Parks and Recreation $53,770 $53,770
Police Services $1,431,299 $1,431,299
Public Works $969,546 $969,546
Other Departments $4,617.654 $4.617.654
Total: $7,186,713 $7,186,713

WHEREAS, actuarial analysis of claims/litigation payout performance for the past 5 fiscal years has
recommended budgetary appropriations for the upcoming budget cycle as listed below:

Department 2005/06 Projected | 2006/07 Projected
Loss Fund Loss Fund
Fire Department $854,655 $909,025
Parks and Recreation $253.,452 $269.,575
Police Services Agency $3,337,556 $3,549,880
Public Works Agency $4.464,887 $4,748,928
Other Departments $1,701,560 $1,809,807
[ Total $10,612,110 $11,287,215

Now therefore, be it



RESOLVED: That funds be allocated from the self-insurance fund, non-departmental account to
establish the actuarially recommended budget appropriations for claims/litigation payments for the
departments/agencies and in the amounts listed above, for Fiscal Years 2005/06 and 2006/07.

IN COUNCIL, OAKLAND, CALIFORNIA, . 20

PASSED BY THE FOLLOWING VOTE:
AYES- BROOKS, BRUNNER, CHANG, NADEL, QUAN, REID, WAN AND PRESIDENT DE LA FUENTE
NOES-

ABSENT-



