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       INTRODUCTION

The King County Office of Risk Management’s mission is to protect King County’s financial assets and mitigate losses by providing effective risk management services and responsive and fair claims management with an overarching goal to be proactive and prevent losses before they occur. We work closely with all County agencies to control and minimize losses and protect assets, which supports each agency in reaching their overall business objectives.
The Annual Risk Management Report is intended to provide an overview of our program details for the past year, provide information about the risks facing the County, and identify the measures used to mitigate those risks. 
2013 SUCCESSES

Transit Risk Performance Indicators – Risk Management meets quarterly with the Metro Transit Division to review losses and loss control strategies. In 2013, these agencies jointly identified key performance indicators to be measured and reviewed during the quarterly meetings. Indicators include litigation outcomes, claim closure rates, investigation standards and cost per claim. The ongoing monitoring of these indicators coupled with continual review of risk avoidance and 

mitigation strategies will aid in setting goals for reducing transit losses. 
[image: ]
Transit Risk Manager - Metro Transit successfully hired a risk manager to work in conjunction with the Office of Risk Management to provide risk management services to the complex transit division. The Office of Risk Management is supporting the Transit Risk Manager by combining resources to reduce costs and achieve better claims outcomes as measured by the key performance indicators detailed above.

Recovery – 2013 was a successful year for the County’s recovery program. The Office of Risk Management effectively recovered in excess of two million dollars for losses caused by negligent third parties. The recovered funds are returned to the agency that sustained the loss.

Claims liability - The liability for all incurred claims is calculated annually by an actuary. The report for the year ending 2013 shows a continued downward trend in claims liability. The total outstanding liability for County auto and general liability is down 4% from the prior year projection for 2013.  Loss year 2012 has developed with higher payouts and reported losses than anticipated, however the losses from 2010 and 2011 developed better than expected leading to an overall downward trend as shown in the graph below.  


Equity & Social Justice Initiative(ESJ) - In alignment with the King County’s ESJ Initiative, the Office of Risk Management developed and implemented Bias-Awareness training for the entire staff.  The training was positively received and we were asked to give the training to managers outside our agency.
Continuous Improvement - The Office of Risk Management is always looking for ways to improve our operations. In 2013, the Office of Risk Management collaborated with the Prosecuting Attorney’s Office to improve communication and reduce duplication through claim-to-litigation handoff meetings. The claims manager and attorney discuss what has occurred at the claims stage, what is needed to bring the file to resolution and why the claim went into litigation. The Prosecuting Attorney’s Office is then able to assume the claims handling with a complete understanding of its history. This practice has also increased accuracy of litigation reserve setting.  

OPPORTUNITIES AND CHALLENGES IN 2014 AND BEYOND

[image: http://www.government-fleet.com/fc_images/news/l-childrensvehicleslineup.jpg]Council Performance Audit – In 2013 the County Auditor’s Office conducted a performance audit of the Office of Risk Management. The resulting recommendations gave Risk Management the opportunity to partner with other County agencies to address concerns:

· Risk Management will be working with Safety and Claims to close the gap in driver safety training.  The two agencies are developing a system to identify training needs and monitor driver safety training for non-transit County employees who drive County vehicles routinely.
· Risk Management will be working with Fleet Administration and Safety and Claims to collect accident data and report on the total cost of County vehicle accidents (non-transit). This 
data will include the costs of workers compensation and liability claims, as well as vehicle repair costs. Data analysis will enable us to establish benchmarks and goals for reducing accidents in County vehicles. 

Enterprise Risk Management - In 2014, the County will begin implementing Enterprise Risk Management with the Sheriff’s Office, Metro Transit, Public Health and Roads. These agencies will pave the way as we shift the culture of risk in King County. The Office of Risk Management will be reporting to Council on the progress and performance measures for Enterprise Risk Management as required by King County Ordinance 2013-0423.

Self-Insured Retention Level - 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. This increase was the result of several significant losses paid in 2010 and 2011 that occurred in prior years. This substantial increase challenges our current funding model and could potentially have a significant impact on agencies with large losses in the future. Our goal is to minimize our losses which in time will lead to a reduction in our self-insured retention level. We have incurred no significant losses under our current self-insured retention level. In 2013, we established a reserve equal to two losses at our current self-insured retention level. The goal of this reserve to lessen the immediate impact on agencies should a catastrophic loss occur.  

ENTERPRISE RISK MANAGEMENT

In 2012-2013 the Office of Risk Management participated in the County’s Line of Business Pilot Program. The Line of Business Plan is a long term, product centered approach to planning and budgeting. This resource enabled us to introduce the Enterprise Risk Management approach to the County and gain the support and resources necessary to plan and develop King County’s Enterprise Risk Management program. Enterprise Risk Management is a more integrated approach to managing risk in order to reduce the County’s exposure to large costly claims. With the support of Council and the Executive, the Office of Risk Management has been working to implement and integrate Enterprise Risk Management throughout the County’s strategic and business planning processes. 

During the budget process, Council approved the addition of an Enterprise Risk Management Program Manager to oversee implementation and facilitate reporting on the performance measures for Enterprise Risk Management. We will be systematically and comprehensively identifying critical risks, quantifying their impacts, and implementing integrated strategies to achieve organizational goals. The success of Enterprise Risk Management relies on individuals at every level of the organization to recognize and take ownership of risks within their area of responsibility.

The Office of Risk Management is excited to begin implementation in March 2014 with the following volunteer agencies: Transit, Public Health, Sheriff’s Office and Roads.  

COST OF RISK
The cost of risk is a widely used performance measure in the field of risk management. It measures the overall costs associated with managing risk as a percentage of the total operating budget. This tool measures the effectiveness of the program and shows how risk-related costs are changing relative to the growth rate of the County’s operations.
The costs associated with managing risk include: claim and litigation expenses, insurance premiums, Prosecuting Attorney’s Office expenses and administration expenses. The measure also includes the cost of the Workers’ Compensation program. The benchmark is set at 2% of the County’s operating budget. Our cost of risk for 2013 was under the benchmark at 1.48% of the County’s total operating budget.  


LOSS CONTROL
The Loss Control Program provides loss prevention assistance for agency initiatives intended to minimize liability loss exposures for each agency and the County as a whole. This program presents significant opportunities for Risk Management to partner with County agencies in identifying and reducing loss exposures and minimizing the impact of future claims.
Council has approved a $200,000 annual appropriation from the Insurance Fund dedicated to loss prevention. These funds are awarded to agencies who apply with initiatives to address new or emerging liability issues to prevent future claims.
In 2013, the Loss Control Program funded the following:
· Community and Human Services to improve crisis and commitment services
· Lighting improvements at Marymoor Park
· Walkway safety at the Aquatic Center
· Trail crossing improvements at Burke Gilman Trail
· Funding to the Facilities Management Division to address a sinkhole in Kent



RECOVERY
[image: ]The Office of Risk Management has a very successful recovery program.  Staff are tasked with identifying, investigating and recovering expenses for damages caused to King County property or injury to King County employees by negligent third parties.
2013 was a record year for the King County Recovery Program. The County recovered over $2 million from negligent third parties. The majority of recovery claims involve auto accident damage to County vehicles, structures like toll booths, bus shelters and guard rails, and workers compensation lien recoveries arising out of 
injuries to County employees. The graph below shows loss recovery over time for King County. The increase over time can be attributed to departments seeing the benefits to their financial picture and taking advantage of Risk Management’s recovery services.

[image: ]CLAIMS ADMINISTRATION
The Office of Risk Management processes all liability claims filed against County agencies. Claims and lawsuits are investigated, evaluated and denied or resolved based on their merits. We work closely with the King County Prosecuting Attorney’s Office on litigated matters. 





In 2013, there were 1,734 claims filed against the County, a 4% decrease over 2012. The chart to the right shows the claims filed in 2013 by general claim type.










Total claim payouts in 2013 came to $14,742,831, a 30% decrease from 2012 and the lowest amount paid over the past five years. This amount includes claim settlements as well as expenses related to claims. The graph below shows a five year history of claim payouts. 2011 shows a significant spike as we resolved and paid many large outstanding claims from prior years. As noted in the Claims Liability section above, the outstanding claims liability amounts are trending downward; over time we hope to see a corresponding downward trend in claim payment totals.




















	King County Liability Claim Count and Cost Summary

	Fiscal Years 2011-2013

	 
	2011
	2012
	2013

	County Agency
	# New Claims
	Amount Paid1,2       (all claims)
	# New Claims
	Amount Paid1,2       (all claims)
	# New Claims
	Amount Paid1,2       (all claims)

	Adult & Juvenile Detention
	270
	$183,414
	225
	$757,661
	224
	$1,308,492

	DOT Airport
	 
	 
	2
	$31,420
	1
	 

	Assessor
	5
	$8,186
	5
	$1,752
	9
	$6,595

	Community and Human Services
	1
	$784,837
	5
	$3,344
	4
	$463,109

	County Council
	11
	$8,721
	 
	 
	1
	$192

	District Court
	6
	$33,500
	2
	$3,500
	4
	$1,500

	DNRP Parks & Recreation
	19
	$261,470
	17
	$460,005
	16
	$11,961

	DNRP Solid Waste
	16
	$8,454
	20
	$198,457
	16
	$190,740

	DNRP Wastewater Treatment
	27
	$375,928
	28
	$292,966
	22
	$1,024,368

	DNRP Water & Land Resources
	9
	$8,095,867
	7
	$29,029
	6
	$12,361

	DOT Fleet Administration
	 
	$5,500
	 
	 
	1
	 

	DOT Marine Division
	9
	 
	1
	 
	4
	$96

	DOT Metro Transit
	1023
	$9,265,423
	1113
	$13,956,301
	1072
	$4,600,055

	DOT Roads Services
	133
	$592,890
	90
	$565,838
	66
	$407,011

	DOT Transportation Planning
	 
	 
	1
	$1,000
	 
	 

	Elections
	 
	 
	 
	 
	1
	$6,700

	Executive Services Administration
	1
	$13,780
	1
	$35,000
	3
	$25,633

	Facilities Management Division
	11
	$180,422
	17
	$28,779
	12
	$97,055

	Finance & Business Operations Division
	2
	$26,812
	 
	 
	1
	$22,647

	Human Resources Division
	 
	 
	1
	$50,000
	 
	 

	Information Technology
	2
	$931
	 
	 
	1
	$523

	Judicial Administration
	 
	$10,000
	3
	 
	1
	 

	Non Departmental Units
	27
	$685
	42
	$625
	58
	$5,744

	Office of Emergency Management
	 
	 
	 
	 
	1
	 

	Office of Labor Relations
	 
	 
	1
	$20,894
	 
	 

	Office of Risk Management
	 
	 
	 
	 
	 
	 

	Office of the Executive
	 
	$227,500
	 
	$1,314
	 
	 

	Permitting & Environmental Review
	9
	$388,314
	2
	$6,397
	6
	$340,134

	Prosecuting Attorney's Office
	16
	$20,466
	16
	$48,603
	18
	$6,139

	Public Defense
	 
	 
	 
	 
	2
	$988

	Public Health
	52
	$633,806
	76
	$1,691,760
	42
	$436,821

	Records and Licensing Services
	6
	$24,169
	2
	$181,840
	6
	$84,889

	Sheriff's Office
	129
	$10,366,940
	127
	$2,839,369
	130
	$5,401,191

	Superior Court
	3
	$4,581
	10
	$3,430
	6
	$287,890

	Total3
	1787
	$31,522,596
	1814
	$21,209,284
	1734
	$14,742,831



1. Amount Paid is the total of the transactions paid for claims and lawsuits in the fiscal year regardless of the date of occurrence.
2. Amount Paid does not include reinsurance reimbursements for claims paid in excess of our self-insured retention, or other organizations/funds.
3. Total amount paid does not equal insurance fund claim expenses since reimbursements are not factored into these totals.
RISK FINANCING
The Office of Risk Management administers the County’s Insurance Fund. We work with an actuary annually to determine projected loss expenditures and claims liabilities. The projected loss expenditures and claims liability amounts are combined with insurance premiums, Prosecuting Attorney’s Office fees, and Risk Management administration costs and then allocated out to agencies based on their loss history.
King County is self-insured up to the first $7.5 million of each loss. The total required reserves to cover County claims liabilities as of December 2013 are $68.4 million. 
2013 Insurance Fund
	
	2012 Actual
	2013 Actual

	
	
	

	Beginning Fund Balance
	83,637,893
	87,518,491

	
	
	

	Revenues
	
	

	   Interfund Charges
	31,525,784
	33,158,482

	   Interest Revenue
	382,589
	401,913

	   Judgments/Settlements
	873,742
	305,454

	   Other Miscellaneous Revenues
	80,177
	8,527

	Total Revenues
	32,862,292
	33,874,376

	
	
	

	Expenditures
	
	

	   Claim Expenses
	(21,376,503)
	(14,589,953)

	   Claim Reimbursements –Reinsurance1
	3,762,421
	

	   Insurance Premiums
	(7,178,298)
	(7,014,009)

	   Prosecutors and ORM Overhead
	(3,885,496)
	(4,632,066)

	   Transfers to Other Funds (MARR)
	(333,202)
	(434,390)

	Total Expenditures
	(29,011,078)
	(26,579,418)

	
	
	

	Other Fund Transactions
	
	

	   Prepaid Insurance Adjustment
	29,384
	(335,043)

	Total Other Fund Transactions   
	29,384
	(335,043)

	
	
	

	Reserves
	
	

	   Actuarial Reserve for Claim Liabilities
	(68,537,000)
	(68,430,000)

	   Rate Stabilization2 
	(15,000,000)
	(15,000,000)

	Total Reserves
	(83,537,000)
	(83,430,000)

	
	
	

	Ending Fund Balance
	3,891,491
	11,048,406


1. Claim reimbursements from reinsurance in excess of the self-insured retention.
2. Reserve is equal to 2 losses at our current self-insured retention level of $7.5 million. 	

INSURANCE
The Office of Risk Management also uses risk transfer as a means to protect County assets. Every year Risk Management places insurance, usually with a high self-insured retention (deductible) to transfer the risk of catastrophic loss or unique exposure. The Risk Management Committee reviews the County’s insurance portfolio annually and makes insurance coverage and purchase decisions to best protect the County. The following is a table detailing the insurance program in place as of December 31, 2013:
	Insurance Type
	Coverage Amount
	Deductible
	Policy Period

	Excess General Liability
	$92.5 Million
	$7.5 Million per occurrence
	4/1/2013 – 3/31/2014

	Property & Mobile Equipment
	$500 Million
	$250,000 per occurrence
	7/1/2013 – 6/30/2014

	Excess Workers Compensation
	Statutory (Unlimited)
	$2.5 Million per occurrence
	4/1/2013 – 3/31/2014

	Aircraft Liability & Physical Damage
	$50 Million (liability)
Scheduled Value(PD)
	None-Liability
$1,000 – Not in motion
$85,000 – In Motion PD
	10/1/2013 – 9/30/2014

	Airport General Liability
	$300 Million 
	$50,000 aggregate 
	10/1/2013 – 9/30/2014

	Airport Property Damage
	$160 Million
	$100,000
	10/1/2013 – 9/30/2014

	Marine P & I Physical Damage
	$150 Million (liability)
Scheduled Value (PD)
	$2,500
$0-$10,000
	4/1/2013 – 3/31/2014

	DYS Community Service AD&D
	$500,000
	None
	4/1/2013 – 3/31/2014

	Foreign Liability
	$1 Million
	None
	10/29/2013 – 4/1/2015

	Fiduciary Liability
	$20 Million
	None
	4/1/2013 – 3/31/2014

	General Liability- Swimming Pools
	$7.5 Million
	None
	4/1/2013 – 3/31/2014

	Crime and Fidelity
	$2.5 Million
	$50,000
	4/1/2013 – 3/31/2014

	Flood Insurance
	Scheduled Value (PD)
	$1,000
	Varies – Multiple 



King County Required Reserves - Claim Liability
Incurred Liability	2009	2010	2011	2012	2013	84786744	90570690	74042000	68537000	68430000	King County Cost of Risk
Risk Management	2011	2012	2013	7.3447664558022293E-3	7.823686644361158E-3	7.6051914544303734E-3	Workers' Comp	2011	2012	2013	8.6117049305239161E-3	7.5317069701566139E-3	7.1769233327609603E-3	Total Funds Recovered by Year
Total $ Recovered	2003	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	577052	626366	887717	1023448.5599999997	1101240.8600000003	975387	1723170	1932462.8900000001	1571531.27	1152985	2185888.69	
2013 Claims Filed 
Auto - Bodily Injury	Auto - Property Damage	General - Bodily Injury	General - Personal Injury	General - Property Damage	559	643	126	112	262	Claim Payment Totals 2009 - 2013
2009	2010	2011	2012	2013	17.100000000000001	18.600000000000001	31.5	21.2	14.7	Amounts in Millions
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Year # of Claims
2011 781
2012 721
2013 718
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