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Government Accountability and Oversight Committee

STAFF REPORT

	Agenda Item:
	7
	Name:
	Amy Tsai

	Proposed No.:
	2014-B0141
	Date:
	August 26, 2014

	Invited:
	Jennifer Hills, Director, Office of Risk Management
Sean Catanese, Enterprise Risk Management Program Manager



SUBJECT

Presentation of the 2013 Risk Management Annual Report.

SUMMARY

The Risk Manager of the King County Office of Risk Management (ORM) is required by K.C.C. 2.21.030 to report to the Council by March 31 on the total number and amount of all claims filed against the County and the number and amounts of all claims paid by the county during the preceding calendar year. The Risk Manager is also required by K.C.C. 2.21.030 to make an annual report to the Council regarding insurance coverage and the level of retained risk. This briefing summarizes the 2013 Risk Management Annual Report.

BACKGROUND

The King County Office of Risk Management (ORM) manages the county's insurance and risk management programs. Duties of the office include tasks such as managing the county's insurance policies and self-insurance programs, processing claims, establishing reserve requirements and helping to ensure that adequate resources are available to meet risk management financing requirements. The office also advises county departments on risk reduction and safety precautions for public use of county facilities or services.

Annual reporting requirements under K.C.C. 4.12.030 include:
· Insurance coverage
· Level of retained risk
· Total number and amount of claims filed against the county the preceding year
· Total number and amount of all claims paid by the county the preceding year

Reporting is required by March 31 of the subsequent year.  On March 31, 2014, ORM submitted its 2013 Annual Report to the Council. This report is filed in the legislative records as 2014-RPT0039 (see Attachment 1).  This briefing summarizes the contents of that report.  The PowerPoint presentation by ORM is attached as Attachment 2 to this staff report.

ANALYSIS

The report was submitted in a timely manner.  The elements required by King County code are summarized in the PowerPoint presentation.

1) Insurance coverage

The county closed claims of $14.7 million in 2013, a 30 percent decrease from 2012 and the lowest amount paid over the past five years.

High claims affect both the cost of insurance premiums as well as the County's self-insured retention level.  In short, the County has to balance and negotiate with carriers how high a premium to pay versus how much the County will self-absorb before insurance covers a claim.  In April of 2011, the self-insured retention level for the County’s liability program increased from $3.5 million to $7.5 million per occurrence.  That increase was the result of several significant prior losses paid in 2010 and 2011.  

In its annual report, ORM reports that the County incurred no significant losses under the current self-insured retention level, and in 2013, established a reserve equal to two losses at the current self-insured retention level, to lessen impacts on agencies should a catastrophic loss occur.

2) Level of retained risk

ORM uses a benchmark of 2.0% cost of risk versus the County's operating budget.  This benchmark was established by an independent audit report.  Cost of risk includes all the costs of risk management, including insurance premiums, claims and litigation costs, and administrative overhead.  As noted in the annual report, the County has stayed well under that benchmark for ten years, and was at 1.48% of the County’s total operating budget for 2013.

3) Claims filed

The annual report provides a detailed breakdown of claims filed against County agencies in 2013.  There were 1,734 claims filed in 2013, slightly less than the 1,814 claims filed in 2012.  As noted above, the total amount of closed claims was about $14.7 million.
  
Note 

There is a proposed ordinance, PO 2014-0358, that would amend county code to add an Enterprise Risk Management reporting requirement to the annual report. It has been referred to this committee.
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ATTACHMENTS

1. 2013 Risk Management Annual Report (2014-RPT0039), including transmittal letter dated Mar. 26, 2014
2. PowerPoint presentation, 2013 Risk Management Annual Report, dated Aug. 26, 2014

1 of 3

image1.png
kil

King County




