
Memorandum
To:
Board of Trustees

From:
Kim Lytle

Date:
March 30, 2010
Re:
Agenda Item 9d – Commercial and Workers’ Compensation Insurance Renewal

Requested Action:  

This requires no formal Board action and is for informational purposes only.  

Insurance Renewal:  
Last year the broker contacted a number of insurance carriers to determine the best premium and coverage options for the District.   Since the current carriers indicated that they were very interested in keeping the District’s business and the preliminary rates appeared to be favorable, Staff advised the broker to only seek renewal quotes.  

Workers’ Compensation (WC):  Several factors are used to calculate the workers’ compensation premium.  These include payroll, rating for various groups based on potential loss exposure, mod (or experience) rating, and scheduled credits.  

Payroll is projected to be 4.3% higher in FY11 than in FY10 due to wage increases plus the addition of one mechanic.  The mod has improved from a 1.0 in FY10 to a .94 in FY11, which basically means that we receive a 6% credit due to lower claims experience.  The earnings credit was increased from 25% to 27%.  While the advisory scheduled ratings for the operations and maintenance job classification increased 7% effective January 1, 2010, FCCI chose not to implement the higher rates and maintained the rate previously used.  The rating for clerical personnel is $0.36 / $100; the rating for operations and maintenance staff is $5.99 / $100.
The current premium with FCCI is $82,304.  The FY11 premium is $78,736 reflecting a savings of $3,568 or 4.3%.  Each year a payroll audit is performed and additional premium or credit is issued to reflect actual payroll, but the results of these audits have generally been close to the final premium.
Property:  The property policy provides coverage for loss and/or damage to facilities and equipment with a $5,000 deductible.  Within the property package is also coverage for flood ($5,000,000 per occurrence / $50,000 deductible), earthquakes ($10,000,000 limit, deductible – higher of 1% of insured value or $25,000), machinery breakdown ($250,000 limit / $5,000 deductible), property subject to inland marine standards (up to declared value / $1,000 deductible), and employee dishonesty ($100,000 limit / $1,000 deductible).  
The premiums for most line items changed.  Property values increased from $69,113,148 to $81,138,620 since the last detailed valuation; therefore, this premium increased from $51,992 to $64,090 (a 23% increase).  Premiums for Machinery Breakdown and Miscellaneous Value – Inland Marine increased slightly while EDP Value – Inland Marine and Crime decreased slightly.  The net of the property premiums was an 18.4% increase or $11,715.
Liability:  The liability package includes coverage for general liability ($1,000,000 per occurrence; also includes sewer backups from negligence - $250,000 limit / $2,500 deductible), errors and omissions ($1,000,000 limit / $5,000 deductible), employment related practices ($3,000,000 limit / $10,000 deductible), and employee benefits ($1,000,000 per claim / $1,000 deductible).  Each line item except employee benefits decreased slightly for a total reduction of $1,342 or 4.8%.
Automobile:  This provides coverage for the licensed vehicles operated by the District.  In general, coverage includes liability ($1,000,000 limit), uninsured / under insured motorists ($1,000,000 limit), comprehensive ($250 deductible), collision ($500 deductible), and medical payments ($5,000).  Both the number and value of vehicles remained the same and as last year.  The premiums were reduced by 16.5% for a premium savings of $1,279 for FY11.
Umbrella Liability:  This policy provides excess liability coverage of $5,000,000.  The premium decreased by $55 or 0.5%.
The total change for all policy lines in FY11 was a 1.6% increase – from $192,067 to $195,131 – or $3,064.  The draft budget reflects a 5% increase for all policy lines, but the final budget will reflect the overall reduction.
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