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December 29, 2015 
 
Mr. James K. Spore, City Manager 
Municipal Center 
Virginia Beach, Virginia   23456 
     
Dear Mr. Spore: 
 
The Risk Management Financial Report of the City of Virginia Beach, Virginia for the 
fiscal year ended June 30, 2015, is hereby submitted. The report is presented in seven 
sections:  
 

 Risk Management Division 
 Total Cost of Risk 
 Risk Management Division Activities 
 Industry Outlook 
 Current Initiatives 
 Supporting Data 
 Terms and Definitions.  

 
The Risk Management Fund has four broad areas of cost: 
 

 Workers’ Compensation Claims 
 General and Automobile Liability Claims 
 Insurance Premiums 
 Administrative Costs.  

 
Total cash expenditures in FY15 were $17.1 million representing the costs of paying 
and processing claims, defending those claims and providing excess insurance 
coverage. It is important to note that there was a $5.4 million increase in the actuarial 
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liability over prior year and including this increase, the total risk management expense in 
FY15 was $22.5 million.  
 
As shown below, the risk management fund had an increase of $5.4 million in the 
estimated claims and judgment liability from FY14 to FY15. This has contributed to the 
unfunded liability increasing approximately $3.9 million in the same timeframe. City 
Council has recommended a 70% funding requirement for total estimated actuarial 
liabilities of the fund. We do not have a choice but to pay claims that are valid against 
the City. Failure to maintain cash balances to cover the liabilities may impact our 
financial bond rating and future interest costs to the City. It is important that there is an 
understanding that if we close the doors today, we would owe a total of $30.9 million for 
existing claims, of which we have $8.4 million in cash to cover those claims. 
 

 
 
Workers’ compensation continues to be a significant portion of the Division’s activities, 
with cash expenditures of $13.3 million in FY15, or 78% of total cash expenditures. The 
major drivers for the workers’ compensation costs are the lost wages paid to retirees 
already approved for job-related disability retirement as well as medical costs. The 
Virginia Retirement System (VRS) requires that all 500 weeks of workers’ compensation 
lost wages be paid prior to VRS payments beginning. About $2.2 million was paid in 
FY15 in lost wages to retirees or others no longer employed by the City. In addition, 
increases in medical costs in general as well as the increase in more serious medical 
issues have contributed to the overall increases in workers’ compensation costs in 
FY15. Total expenses for medical services were $8.2 million in FY15. 
 
General liability and auto liability claims had cash expenditures of $906,002 in FY15, or 
5% of total cash expenditures. While some major self-insured claims were incurred in 
FY15, those costs were borne by the department where the incident occurred. In 
addition, the cost of repairs to city owned property is generally borne by the department 
where the accident occurred and is not included in these figures. 
 
Several significant activities occurred during the year to improve coordination and 
outcomes for workers’ compensation, including review of the disability process in 
concert with the Department of Human Resources as well as the City departments 
having significant workers’ compensation injuries.  
 

Variance

$5.4

$0.3

‐$0.3

$5.4

$1.5

Percent of Cash to Liability 0.1%

Unfunded Liability $3.9$22.5 $18.6

$25.5

$8.4 $6.9Total Cash Balances

27.2% 27.1%

Total Estimated Actuarial Liability

FY15 in Millions

$28.8

$1.2

$0.9

$30.9

Claims and Judgment Liability

Workers' Compensation

General Liability

Auto Liablity

FY14 in Millions

$23.4

$0.9

$1.2
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Risk Management Division 
 

Risk Management is a Division of the Finance Department and serves as the insurance 
company for the City. The Risk Management Division was established to provide risk 
prevention and mitigation services aimed at reducing the City’s overall losses, in a 
manner which supports the City’s strategic mission and objectives. Additionally, the Risk 
Management Division strives to continuously improve the delivery of such services. Risk 
Management works with Occupational Health and Safety in identifying areas for training 
or prevention. 
 
The many services provided by Risk Management include the adjustment of liability 
claims, which include property damage, bodily injury and physical damage. In addition, 
Risk Management is responsible for “Employee Dishonesty” bonds covering all 
employees. Risk Management administered vehicle titles for over 550 
purchased/sold/seized/auctioned vehicles in FY15. Risk Management, in concert with 
Occupational Safety and Health, is working with the operating departments via the Risk 
Management and Safety Committee to assist in making the workplace a safe one for all 
employees. There are two Claims Adjusters for liability and one Claims Adjuster 
handling workers’ compensation claims for city employees who are injured on the job. 
Risk Management also provides insurance coverage for all city owned buildings and, 
vehicles as well as all city owned property. The stated mission of the Risk Management 
Division is: to “actively protect the present and future assets of the City of Virginia 
Beach government while providing the services to maintain a high quality of life 
for its citizens.” 
 
The goal of risk management is threefold: to create a safe workplace; to prevent 
catastrophic financial losses that have the potential to bankrupt a government; and to 
provide budgetary stability. Risk management eliminates or reduces the detrimental 
effects of those risks that cannot be avoided, and protects the government and its 
employees from unnecessary loss. The city is exposed to a variety of accidental losses 
and has established a risk management strategy that attempts to manage and minimize 
the cost of risk. Risk control techniques have been established to reasonably assure city 
employees are aware of their responsibilities regarding loss exposures related to their 
duties. In addition, these techniques have been established to reduce possible losses to 
property owned or under the control of the city. The following programs provide specific 
details of each area. 
 

 Self-Insured Claims Administration – Workers’ Compensation, General Liability, 
and Auto Liability in accordance with legal requirements 

 Insurance Procurement 
 Vehicle Titling 
 Payment of Legal and other Costs in Defending Claims 

 
Risk Management is generally defined as exposure identification; risk evaluation; 
risk control; risk funding; and risk management administration, all aimed at 
minimizing the city’s Total Cost of Risk. 
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Total Cost of Risk 
 

The Risk Management Division accounts for all costs through the Risk Management 
Internal Service Fund. Included in the Supporting Data Section Exhibits 9 to 11 are the 
FY15 financial statements for the Risk Management Internal Service Fund. These 
include the Statement of Net Position; the Statement of Revenues, Expenses and 
Changes in Net Position; and the Statement of Cash Flows. It is important to note that 
the Risk Management Division has $30.9 million in outstanding accrued estimated 
liability for claims and judgments and the Fund has a deficit of $23.3 million at June 30, 
2015. 

 
Total cost of the Risk Management function in FY15 was $22.5 million, a $7.4 million or 
48.6% increase over prior year. This amount includes $5.4 million increase in accrued 
estimated liability for claims and judgments, whereas prior year did not have an 
increase in estimated liability for claims and judgments. Excluding this accrual, the 
increase over prior year is 13%. Risk Management’s expenses include the following 
categories: 
 

 Workers’ Compensation Claims – Amounts to cover medical, indemnity and 
expenses of claims. Total cost was $17.5 million, about a $7.1 million or 68.7% 
increase over prior year. Included in this amount is $5 million in accrued 
estimated liability. 

 Insurance Premiums – Amounts to purchase insurance coverage. Total cost was 
$2.9 million, about a $183,000 or 6% decrease from prior year. 

 General and Auto Liability Claims – Amounts to cover bodily injury, property 
damage and 
expenses of 
claims. Total 
cost was $1.3 
million, about a 
$604,000 or 
90.3% increase 
over prior year. 
Included in this 
amount is 
$366,672 in 
accrued 
estimated 
liability. 

 Administrative 
Costs – 
Amounts to 
cover salaries and benefits, legal costs, contractual costs, and other costs 
incurred for day-to-day operations. Total cost was $890,682, about a $191,000 or 
17.7% decrease from prior year. 

 

Figure 1
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Full-Time Equivalents (FTEs) are used as an exposure basis to trend the Cost of Risk 
for the Risk Management function. As shown in the chart below (Figure 2), the total 
Cost of Risk per FTE has increased each year since FY11 and is currently at its highest 
point.  
 

 The Total 
Cost of Risk 
per FTE for 
FY15 was 
$3,224, up 
47% from 
FY14, and 
marks a new 
high. 

  
 
 
 
The FY12 to FY15 expenses were further reviewed by expense category per FTE 
(Figure 3). When reviewing these categories, most of the increases were attributable to 
Workers’ Compensation Claims while the other categories: Administrative Costs, 
General and Auto Liability Claims, and Insurance Premiums, remained relatively flat. 
 

 Between 
FY12 and FY15, 

Workers’ 
Compensation 

Claims accounted 
for 60% and 78% 
of the Total Cost of 
Risk per FTE, 
respectively, and 
FY15 is up 172.8% 
since FY12. 
 
 
 

The total cost of risk increased significantly in FY15. Workers’ compensation continues 
to be a significant portion of the Division’s activities. Medical costs and lost wages are 
the major drivers of the costs. The following sections provide more details on the total 
cost of risk for FY15. 
 

 
 
 
 

Figure 2

Figure 3
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Risk Management Division Activities 

 
Workers’ Compensation Program 
 
Workers’ compensation is the highest priority for Risk Management due to its financial 
impact. The workers’ compensation program is the mechanism by which statutory 
benefits prescribed by Virginia state law are provided to an employee due to a job-
related injury (including death) resulting from an accident or occupational disease. 
 
There are two major types of benefits paid by the city for workers’ compensation related 
injuries. The first type of benefit is medical benefits, which include payment for medical 
treatment, causally related to the compensable accident. The treatment must be 
provided for as long as necessary. Treatment is generally provided by a physician 
chosen from a panel of at least three physicians provided by the city. The second type 
of benefit is indemnity benefits. When incapacity from work is total, the city must pay 66 
2/3% of the employee’s average weekly wages for up to 500 weeks.  
 
The workers’ compensation program includes a claims management function. This 
function entails the management of the city’s third-party liability and workers’ 
compensation claims. The Risk Management Division employs a Third Party 
Administrator (TPA), CorVel Corporation, to assist with the administration of the 
Workers’ Compensation program. Services provided by the TPA include claims 
investigation, establishing loss reserves, claims adjusting, and claims payment 
processing. 
 
The total cost of the workers’ compensation 
program was $18.4 million in FY15. Included 
in this amount are claims payments, annual 
administrative fee to the TPA, excess 
insurance premium (explained later in the 
Insurance Premiums section), and an 
increase in accrued estimated liability for 
claims and judgments (Table 1).  
 
Workers’ Compensation Claims 
Total paid on workers’ compensation claims was $12.5 million representing 73% of the 
total payments in FY15 (Table 2). There are three types of claims under the Virginia 
Workers’ Compensation Act. The three types of claims are:  
 

 Report Only – a claim where an employee reports a minor accident or close call 
that does not require medical attention, and generally does not have any 
associated costs. 

 Medical Only – a claim where an employee reports an accident that does not 
result in lost time or permanent disability but does require medical treatment. 

12,488,471$    

TPA Fee 180,000$         

Total Cost of WC Program 18,362,325$    

Total Paid on WC Program 13,333,677$    

Increase in Accrued Liability 5,028,648$       

Excess WC Premium 665,206$         

Payment Type Total Cost

Claims Paid

Table 1 
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 Indemnity – a claim where an 
employee is injured to the extent that 
they are unable to work and incur lost 
time (temporary or permanent 
disability) and generally also requires 
medical treatment.  

Also included in the costs of workers’ 
compensation claims are: 

 Medical Bill Review – charges paid to 
the TPA to review medical bills for 
proper reimbursement.  

 Nurse Case Managers – used to handle cases involving complex medical care.  
 Prescription Drugs – charges related to pharmaceuticals.  

 
The City continues to pay workers’ compensation claims/benefits after the employee is 
no longer an active employee (service retired, disability retired, or terminated) and paid 
$3.9 million, or 30.9% in benefits to inactive employees in FY15. The following table 
(Table 3) provides an analysis of amounts paid by claim type, employee status and cost 
distribution. The three cost elements are: 
 

 Indemnity – lost time payments for disability as well as settlement contributions 
for partial and total disability. 

 Medical – payments for medical care including prescriptions and nurse case 
management. 

 Expense – payments associated with bill review, investigations, legal costs and 
other administrative costs associated with the management and resolution of the 
case.   

Indemnity Claims

Medical Only Claims

Total CostPayment Type

10,085,444$    

616,669$         

Medical Bill Review

Nurse Case Managers

Prescription Drugs

527,974$         

875,677$         

Increase in Actuarial Liability

Total WC Claims Expense

382,707$         

5,028,648$       

17,517,119$    

Total WC Claims Paid 12,488,471$    

Claims Indemnity Medical Expense Total

Active 432 $1,107,278 $5,927,458 $23,221 $7,057,957

Inactive 183 $2,157,227 $819,832 $50,428 $3,027,487

Active 661 $0 $559,221 $1,960 $561,181

Inactive 81 $0 $55,306 $181 $55,487

1357 $3,264,505 $7,361,817 $75,790 $10,702,112

$273,451

$602,227

$875,678

$312,149

$70,559

$382,708

$423,362

$104,611

$527,973

$12,488,471

Claim Type
Employee 

Status

FY15 Claims Paid

Indemnity

Medical Only

Sub‐Total Claims

Prescriptions

Sub‐Total Prescriptions

Active

Inactive

Bill Review
Active

Inactive

Sub‐Total Bill Review

Nurse Case 

Management

Active

Inactive

Sub‐Total Nurse Case Management

Total Paid on Workers' Compensation Claims

Table 2 

Table 3 
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The following table (Table 4) shows the number of retirements by type since FY10. 
Total retirements were 216 for FY15, an increase of 62 or 40.3% since FY10. 

 
The aforementioned referred to payments made in FY15 for workers’ compensation 
claims/benefits. The amounts include payments made for claims incurred in FY15 as 
well as previous fiscal years. The following information refers to new claims incurred in 
FY15. The amounts include payments made on claims incurred in FY15 and the 
associated loss reserves. 
 
There were a total of 1,171 new workers’ compensation claims filed in FY15. Included in 
the total are Report Only claims (384 claims), Medical Only claims (582 claims) and 
Indemnity claims (205 claims). Report Only claims generally do not have any cost 
associated with the claim; therefore the following includes only Medical Only claims and 
Indemnity claims. 
 
Frequency and Severity are key elements to consider in measuring the costs of the 
workers’ compensation program. Frequency (of Losses) is a measure of the number of 
occurrences of a loss for a specific period of time. Severity (of Losses) is a loss 
characteristic which indicates the size of losses in terms of the dollar amount expected 
to be paid over the life of the claim. The claims were grouped into “Incurred Layers” of 
claims valued at less than $5,000, between $5,000 and $50,000, between $50,000 and 
$250,000, between $250,000 and $500,000, and greater than $500,000. 
 
There were 787 Medical Only and Indemnity claims filed in FY15 totaling about $4.4 
million in incurred workers’ compensation losses. Incurred losses are the total amount 
of paid claims and loss reserves associated with a particular period of time.  
 

 79% (625 claims) of claims filed in 
FY15 were valued less than $5,000 
while 19% (145 claims) were valued 
between $5,000 and $50,000 and 
only 2% (17 claims) were valued 
between $50,000 and $250,000. No 
claims filed in FY15 were valued 
greater than $250,000 as of 
6/30/2015, but valuations may 
increase as the claims develop 
(discussed later). 

FY10 FY11 FY12 FY13 FY14 FY15

4 8 5 10 8 5

6 10 6 4 13 10

144 124 160 123 174 201

154 142 171 137 195 216

2.6% 5.6% 2.9% 7.3% 4.1% 2.3%

Total Retirements

% Job‐Related

Retirement Type

Disability Retirements (Job)

Disability Retirements (Non‐ Job)

Service Retirements

Figure 4 

Table 4 
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 While 98% of the claims have 
values of $50,000 or less, they account 
for 65% ($2.8 million) of the costs. The 
smallest claims, valued less than $5,000 
each, are 79% of the claims, however 
they represent only 13% ($600,000) of the 
costs. In comparison, 35% ($1.6 million) 
of the costs are attributed to only 2% of 
the claims, or those valued between 
$50,000 and $250,000. 
 

As shown in the pie charts above (Figure 5) and on the previous page (Figure 4), a 
small percentage of claims (21%) account for a large portion of the costs (87%). A 
review of the type of claim indicates that Indemnity claims, claims with lost time, account 
for 84% of the costs but are only 26% of the claims as shown in the pie charts below 
(Figures 6 and 7).  

 
 74% (582 claims) of claims filed in FY15 were Medical only claims while 26% 

(205 claims) were Indemnity claims.  
 With nearly an inverse proportion to the frequency of claims, Indemnity claims 

account for 84% ($3.7 million) of the costs while representing only 26% of the 
claims. Medical Only claims account for 16% ($700,000) of costs while 
representing 74% of the claims.  

 
While frequency and severity are key elements to consider in measuring costs of the 
workers’ compensation program, another factor to consider is the frequency of severe 
claims. Although, only 35% of the costs in FY15 were valued greater than $50,000 at 
6/30/2015, it is expected that the costs of these claims will increase as the claims 
develop and mature. Loss development is the difference between the original loss as 
initially reserved and its subsequent evaluation later. Adjustments in loss reserves occur 
because information needed to establish precise reserves might not be available at the 
time the claim is filed and the medical information necessary to establish the reserve will 
not be forthcoming until weeks or even months into the claim. The chart on the following 
page (Figure 8) shows the development of claims between FY10 and FY15, and 
demonstrates the increase in incurred losses as the claims age. 

Figure 5 

Figure 6 Figure 7 
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 Claims occurring in 
FY10 were valued at $2.3 
million at 12 months, $3.6 
million at 24 months and $5 
million at 72 months clearly 
showing that the incurred 
losses have more than 
doubled over their original 
values in five years. 

 Claims occurring in 
FY14 have increased 79% 
over their original value in one 
year, and claims occurred 
FY15 can be expected to do 
the same. 

 
To facilitate a comparison of FY15 claims to past fiscal year claims that have developed 
and matured, the incurred but not reported (IBNR1) reserve calculated in the most 
recent actuarial study2 was used to estimate the ultimate value of incurred losses in the 
chart below (Figure 9). Total incurred and IBNR for all years are valued as of 6/30/2015. 
 

 New claims that 
occurred in FY15 
are estimated to 
have an ultimate 
incurred loss of 
$10.4 million 
including an IBNR of 
$6 million. This is a 
decrease of $1.4 
million from FY14 
ultimate incurred 
loss of $11.8 million 
including an IBNR of 
$2.6 million. 

 
The Incurred layers of all Indemnity claims were reviewed, since these claims 
accounted for 84% of the costs (Figure 7), to show what the frequency and severity 
distribution may be once FY15 claims are fully developed and matured (Figures 10 and 
11).  
 

                                                            
1 IBNR is the unpaid claim estimate for: (a) events that have occurred for which claims have not been reported as 
of the accounting date, (b) future development of the case reserves, (c) claims that have been reported but not yet 
recorded in the loss listing, and (d) claims that have been closed but that will be reopened. 
2 Actuarial Study of Unpaid Losses and ALAE as of June 30, 2015 ‐ Oliver Wyman of Marsh & McLennan Companies 

Figure 8 

Figure 9 
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 The smallest claims, valued less than $5,000 per claim, account for 58% of all 
Indemnity claims, however they represent only 2% of the costs. 

 In comparison, claims valued greater than $50,000 per claim account for only 
12% of all Indemnity claims, but represent 77% of the costs. 

 
While the estimated ultimate value of incurred losses for FY15 is lower than FY14, it is 
important to note that a few catastrophic claims, those greater than $500,000, 
contributed to a significant portion of the costs in prior fiscal years. Due to this disparity, 
and to minimize the distortion in the average cost per claim, the following loss data was 
capped at $500,000 per claim. In addition, Medical Only claims accounted for 74% of 
the claims (Figure 6) while contributing to only 16% of the costs (Figure 7). Due to this 
disparity, and to minimize the distortion in the average cost per claim, the following loss 
data includes only Indemnity claims. 

 The frequency 
of claims per 100 
FTE had a slight 
increase in FY14 but 
has been relatively 
flat between FY10 
and FY15, while the 
average severity per 
claim increased 40% 
in FY15 from FY14. 
When combined, 
these factors point to 
potential higher 
overall costs. 
 

The cost distribution of claims filed in FY15 was reviewed (Figure 13) by evaluating 
three cost elements: Indemnity, Medical and Expense.  
 

 Indemnity - loss wage payments for disability as well as settlement contributions 
for partial and total disability, and accounted for 16%. 

Figure 10 Figure 11 

Figure 12 
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 Medical - payments for medical care 
including prescriptions and nurse 
case management, and accounted 
for 73%. 

 Expense - payments associated with 
bill review, investigations, legal costs 
and other administrative costs 
associated with management and 
resolution of the case, and 
accounted for 11%. 

 
Medical costs today comprise a much larger percentage of total claim costs than they 
have in the past. According to a report by Marsh & McLennan3, medical expenses 
represented about 40% of workers’ compensation claims in the early 1980s. FY15 
medical expenses were 73% of total costs (Figure 13). These costs are expected to 
grow through 2015 and beyond. 
 
Insurance Procurement 
 
Insurance procurement is another key function within the Risk Management Division. 
This function consists of the procurement of the city’s property insurance policies, 
insurance verification for vendors and contractors, and contractual review of insurance 
and indemnification provisions for the various contracts and agreements entered into by 
the city. It includes first party insurance that indemnifies the owner or user of property 
for its loss when the damage is caused by a covered peril such as fire or explosion. 
Insurance also covers the financial loss due to business interruption. Current policy 
limits are $1 billion with $50,000 deductible (peril coverage). In FY15, Risk Management 
reviewed 406 contracts for insurance requirements for vendors and contractors that do 
work for the city. 
 
Property Limits – The Risk Management Fund will pay property losses such as wind, 
fire, flood, earthquake, explosion, etc. The total amount of any loss payable from the 
Risk Management Fund shall not exceed the actual cost to repair, restore, or replace 
property in like kind and quality. 
 
The city purchases several lines of excess insurance to protect its assets and 
operations. These include general liability, automobile liability, property, and workers’ 
compensation. The city procures these lines of coverage to supplement its self-
insurance program. See Exhibit 7 in the Supporting Data Section for additional 
information on policies. The Self-Insurance Internal Service Fund finances the city’s 
liability losses up to $2 million and purchases excess liability coverage up to $10 million 
per occurrence and $20 million in aggregate. Once the Self-Insured Retention has been 
exceeded, the additional loss expenses are reimbursed to the city by the excess 
insurer. 

                                                            
3 United States Insurance Market Report 2015  – Marsh & McLennan Companies 

Figure 13 
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Insurance Premiums 
Total paid on insurance premiums was $2.9 million representing 17% of the total 
payments in FY15. The following types of insurance coverage were purchased: 
 

 Fire and Property – indemnifies the owner or user of property for its loss when 
the damage is caused by a covered peril such as a fire or explosion. Also covers 
the financial loss due to business 
interruption.  

 Excess coverage for Workers’ 
Compensation, Motor Vehicle 
and General Liability – 
supplements the City’s self-
insurance program and provides 
coverage once the self-insured 
retention (SIR) limits have been 
reached. SIR for workers’ 
compensation is $1.25 million, for motor vehicle liability is $2 million and general 
liability is $2 million. 

 Other Miscellaneous Liability – several policies are purchased to provide liability 
coverage for: aviation, medical professionals, crime, TULIP, equine, marina, 
volunteers, etc. 

 Public Officials Liability – provides coverage for the errors and omissions of 
public officials.  

 
Liability Claims Program 
 
Total paid on Liability claims was $906,002 representing 5% of the total payments in 
FY15. Liability claims consist of the following: 
 

 General Liability – claims other than 
automobile and professional liability. 

 Auto Liability – claims involving 
automobiles.  

 
The costs in Table 6 do not include 
payments made directly by individual 
departments, or the costs to repair city vehicles, which is absorbed by the city garage 
and then charged back to individual departments. 
 

General Liability Claims 
General liability insurance protects the city from most liability exposures other than 
automobile and professional liability. The city self-insures for claims of $2 million or less. 
Approximately 90% of all general liability claims manifest themselves soon after an 
incident and liability determinations are made quickly. All claims are thoroughly 
investigated with a prompt response in the way of either payment or denial. In the last 
four years the city has been promptly investigating, paying or denying claims within 30 

263,219$        

35,456$          

2,852,089$     

Other Miscellaneous Liability

Public Officials Liability

Total Insurance Premiums Paid

665,206$        

301,440$        

200,962$        

Excess Worker's Compensation

Excess Motor Vehicle

Excess General Liability

Total Cost

1,385,806$    

Insurance Type

Fire and Property

Total Cost

General Liability 626,583$         

Auto Liability 279,419$         

Increase in Actuarial Liability

Total Liability Claims Expense

366,672$         

1,272,674$      

Total Liability Claims Paid 906,002$         

Payment Type

Table 5 

Table 6 
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to 60 days. Statistics will support the facts that the longer a claim is open, the more 
expensive it will become. Additionally, the city has aggressively applied depreciation to 
property damage claim settlements, when applicable, further reducing payment 
amounts. All general liability claims have been adjusted in-house with no outside 
assignments other than appraisal services. Finally, we do not solicit claims and rarely 
open a claim file until the written notice of claim is actually received.  
 
Frequency and Severity are key elements to consider in measuring the costs of the 
general liability claims. Frequency (of Losses) is a measure of the number of 
occurrences of a loss for a specific period of time. Severity (of Losses) is a loss 
characteristic which indicates the size of losses in terms of the dollar amount expected 
to be paid over the life of the claim. The claims were grouped into “Incurred Layers” of 
claims valued at less than $5,000, between $5,000 and $25,000, between $25,000 and 
$50,000, between $50,000 and $100,000, and greater than $100,000. 
 
There were a total of 388 new general liability claims filed in FY15 totaling $229,503 in 
incurred general liability losses. Incurred losses are the total amount of paid claims and 
loss reserves associated with a particular period of time. Denied claims are included in 
the $0-5K incurred layers. 
 

 96.4% (374 claims) of claims filed in 
FY15 were valued less than $5,000 
while 3.3% (13 claims) were valued 
between $5,000 and $25,000 and only 
0.3% (1 claim) were valued between 
$25,000 and $50,000. No claims filed in 
FY15 were valued greater than $50,000 
as of 6/30/2015. 

 
 The smallest claims, valued less 

than $5,000 each, are 96.4% of the 
claims, however they represent only 29% 
($67,549) of the costs. In comparison, 
71% ($161,954) of the costs are 
attributed to less than 4% of the claims, 
or those valued between $5,000 and 
$50,000. 

 
As shown in the pie charts above (Figures 14 and 15), a small percentage of claims 
(less than 4%) account for a large portion of the costs (71%). The chart on the following 
page (Figure 16) shows the incurred layers of claims between FY10 and FY15, and 
clearly shows that high severity claims account for the majority of the costs. 

Figure 14 

Figure 15 
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While frequency and severity are key elements to consider in measuring costs of the 
general liability claims, another factor to consider is the frequency of severe claims. 
The frequency and severity of the claims between FY10 and FY15 were reviewed and 
the results are shown in the pie charts below (Figures 17 and 18). 

 
 The smallest claims, valued less than $5,000 per claim, account for just over 

94% of all general liability claims, however they represent only 18% of the costs. 
 In comparison, claims valued greater than $25,000 per claim account for less 

than 1% of all general liability claims, but represent 51% of the costs. 
 
As shown in the pie charts above (Figures 17 and 18), a few claims (1%), those greater 
than $25,000, contributed to a significant portion of the costs (52%) between FY10 and 
FY15. Due to this disparity, and to minimize the distortion in the average cost per claim, 

Figure 16 

Figure 17 Figure 18 
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the following loss data was capped at $25,000 per claim. In addition, denied claims are 
included4 in the frequency in the pie chart on the previous page (Figure 17) and account 
for 57% of the claims valued less than $5,000 while contributing nothing to the costs. 
Due to this disparity, and to minimize the distortion in the average cost per claim, the 
following loss data excludes denied claims. 

 
 The frequency of claims in 

FY15 is relatively flat from FY14 
but has decreased 13% since 
FY10, while the average severity 
per claim in FY15 decreased 
34% from FY14 and 37% since 
FY10. When combined, these 
factors point to potential lower 
overall costs. 
 
 
General Liability and Public 

Official’s Liability Limits – General liability and public official’s liability losses are paid 
from the Risk Management Fund, either wholly or to the extent of the self-insured 
retention amount of any general liability or public official’s liability insurance maintained 
by the city. The city’s excess liability policy with States Self-Insured Risk Retention 
Group (STATES) also covers general liability and public officials’ liability claims. 
 
Automobile Liability Claims 
There are many factors that affect the adjustment of automobile liability claims. There 
are often issues of contributory negligence, sovereign immunity and personal injuries. 
They can sometimes settle quickly when liability can be clearly established, although 
some claims can take years to litigate when there are multiple parties involved and 
issues that can only be resolved through the court system. Many small claims are easy 
to assess and settle. A small number of claims can result in some high payouts for 
severe injuries. Typically, except those with bodily injury, an automobile liability claim 
file is opened when a written notice of claim is received. All automobile claims have 
been investigated and handled within the Risk Management Division versus being sent 
to an independent adjustment company. Bodily injury claims are negotiated either 
directly with the claimant or with their attorneys. Outside appraisers are used to inspect 
and provide written repair estimates assuring that we pay for only accident related 
damages, use aftermarket parts when available and pay prevailing labor rates.  
 
Frequency and Severity are key elements to consider in measuring the costs of the 
automobile liability claims. Frequency (of Losses) is a measure of the number of 
occurrences of a loss for a specific period of time. Severity (of Losses) is a loss 
characteristic which indicates the size of losses in terms of the dollar amount expected 
to be paid over the life of the claim. The claims were grouped into “Incurred Layers” of 
                                                            
4 Denied claims were included in the frequency since they must be reviewed and/or litigated by the claims 
adjuster. 

Figure 19 
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claims valued at less than $5,000, between $5,000 and $25,000, between $25,000 and 
$50,000, between $50,000 and $100,000, and greater than $100,000. 
 
There were a total of 93 new automobile liability claims filed in FY15 totaling $335,545 
in incurred automobile liability losses. Incurred losses are the total amount of paid 
claims and loss reserves associated with a particular period of time. Denied claims are 
included in the $0-5K incurred layers. 
 

 82% (76 claims) of claims filed in 
FY15 were valued less than $5,000 
while 16% (15 claims) were valued 
between $5,000 and $25,000 and 
only 2% (2 claims) were valued 
between $25,000 and $50,000. No 
claims filed in FY15 were valued 
greater than $50,000 as of 
6/30/2015. 

 
 The smallest claims, valued less 

than $5,000 each, are 82% of the claims, 
however they represent only 24% 
($81,963) of the costs. In comparison, 
76% ($253,582) of the costs are attributed 
to only 18% of the claims, or those valued 
between $5,000 and $50,000. 
 
 
 

As shown in the pie charts above (Figures 20 and 21), a small percentage of claims 
(18%) account for a large portion of the costs (76%). The chart below (Figure 22) shows 
the incurred layers of claims between FY10 and FY15, and clearly shows that high 
severity claims account for the majority of the costs. 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 20 

Figure 21 

Figure 22 
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While frequency and severity are key elements to consider in measuring costs of the 
automobile liability claims, another factor to consider is the frequency of severe claims. 
 
The frequency and severity of the claims between FY10 and FY15 were reviewed and 
the results are shown in the pie charts below (Figures 23 and 24).  

 
 The smallest claims, valued less than $5,000 per claim, account for 82% of all 

automobile liability claims, however they represent only 17% of the costs. 
 In comparison, claims valued greater than $25,000 per claim account for 4% of 

all automobile liability claims, but represent 57% of the costs. 
 

 
As shown in the pie charts above (Figures 23 and 24), a few claims (4%), those greater 
than $25,000, contributed to a significant portion of the costs (57%) between FY10 and 
FY15. Due to this disparity, and to minimize the distortion in the average cost per claim, 
the following loss data was capped at $25,000 per claim. In addition, denied claims are 
included in the frequency in the pie chart above (Figure 23) and account for 18% of the 
claims valued less than $5,000 while contributing nothing to the costs. Due to this 
disparity, and to minimize the distortion in the average cost per claim, the following loss 
data excludes denied claims. 

 
 The frequency of 

claims in FY15 is up 31% 
from FY14 and FY10, while 
the average severity per 
claim in FY15 increased 
68% from FY14 and is 
relatively flat compared to 
FY10 through FY13. When 
combined, these factors 
point to overall costs being 
flat. 
 

Figure 23 Figure 24 

Figure 25 
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Automobile Liability Limits - The Commonwealth of Virginia, Department of Motor 
Vehicles certifies the City of Virginia Beach as a self-insurer for automobile liability. 
Automobile liability losses are paid from the Risk Management Fund either wholly or to 
the extent of the self-insured retention amount (currently at $2,000,000) of any 
automobile liability insurance program maintained by the city. The city’s excess liability 
policy with STATES provides up to $10,000,000 for any one occurrence and 
$20,000,000 in aggregate for claims in any one year period. 
 
Administrative Function 
 
Administrative Costs 
Total paid on Administrative Costs was $890,682 representing 5% of the total payments 
in FY15. The Division serves as the 
internal insurance company for the city to 
protect present and future assets. 
Administrative costs are the costs of the 
day-to-day operations of the division that 
are not directly associated with workers’ 
compensation claims, liability claims or 
insurance premiums.  
 
Disaster Recovery/Public Assistance Services 
An important function of the Risk Management Division is the recovery of city assets 
after a disaster. The Stafford Act authorizes financial assistance to State and local 
governments following presidentially declared major disasters and emergencies. The 
Stafford Act describes the declaration process, the types and extent of assistance that 
may be provided, and fundamental eligibility requirements. The threshold for eligibility in 
2015 was an incurred loss of $3.43 per citizen or approximately $1.47 million in 
damages. Reimbursement is based on a formula assigned to each locality based on a 
number of factors. The City of Virginia Beach was reimbursed 75% from FEMA, 18% 
from the State and 7% from local funds for each disaster. From August 26th to August 
28, 2011, the city experienced hurricane Irene. The damages resulted in approximately 
$5.3 million in damages to city and school facilities. Risk Management coordinated the 
reporting and recovery of losses of 40 small projects, those costing $61,900 or less 
each and 14 larger projects costing over $61,900 each. The largest dollar project was 
debris removal that topped approximately $1 million. The remainder of the projects 
involved restoration of facilities that suffered damage. Restoration projects are divided 
into two categories: repairs done when the damage amounts to less than 50% of the 
replacement costs, and replacement when damages amount to more than 50% of the 
replacement costs. Risk Management recovered $839,430 in FY15 and approximately 
$4.4 million since 2011. Risk Management remains active in coordinating recovery on 
these projects, which many are still active. 
 
Subrogation Services 
Subrogation is the process of seeking reimbursement from the responsible party and/or 
an insurance company when the damages are caused by the negligence of others. The 

Legal and Support Services 56,774$          

Other Administrative Costs 34,835$          

Total Administrtive Costs Paid 890,682$        

Payment Type Total Cost

Salaries and Benefits 546,435$       

Contractual Services 252,638$       

Table 7 
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Risk Management Division acts as the insurance company for the city and subrogates 
against the responsible parties or their insurance companies for damages to city 
property. This includes vehicles, buildings, trees, etc. We vigorously pursue subrogation 
claims against the responsible party or their insurance companies and work with the 
City Attorney’s office when legal action becomes necessary. 
 
In FY15, general and automobile liability claims recovered $328,009 through 
subrogation and workers’ compensation claims recovered $96,656 through subrogation. 
The chart below (Figure 26) shows subrogation recoveries since FY10. 

 
On occasion, it can take several months to get payment for damages from either the 
insurance company or the responsible individual. Other times, we make payment plans 
with the responsible party and have them sign stipulation agreements agreeing to 
regular monthly payments. 
 
Risk Management attempts to collect money owed to city departments from responsible 
parties for damages to city vehicles. When money is recovered, Risk Management 
reimburses Public Works/Automobile Services for amounts less than $1,000 and the 
Insurance Recovery Fund for amounts over $1,000. It is understood that departments 
with a larger number of vehicles on the road and with the most mileage driven, tend to 
have a greater frequency of accidents. 
 
 
 

 

Figure 26 
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Industry Outlook5 
 
Property 
 
The US commercial property insurance market softened in 2014, and is set to continue 
doing so into 2015, barring an unforeseen change in circumstances. Insureds with good 
loss histories at the end of 2014 typically saw favorable rates, terms, and conditions. 
Entering 2015, the property insurance market was significantly oversupplied with 
capacity, including from alternative capital flowing into the reinsurance market from non-
traditional sources such as hedge funds, pension funds, and other institutional 
investors. Such a scenario generally fosters competition among insurers and favorable 
rates for insureds. Contingent business interruption coverage continues to be a 
challenge for many organizations, particularly those with large supply chain networks. 
Gathering accurate information from second- and third-tier suppliers remains 
challenging for the insurance industry. 
 
Casualty 
 
Pricing in the US casualty insurance market appears poised to soften in 2015. This 
follows a stable 2014 in which rates generally edged upward, but the pace of increase 
slowed. In 2015, general liability (GL) insureds will continue to face cyber risk 
challenges stemming from a 2014 decision by the Insurance Services Office (ISO). ISO 
contends that damages related to data breaches and certain data-related liabilities are 
not intended to be covered under GL policies, and should be addressed through 
dedicated cyber insurance policies. Although 2014 is projected to be the first profitable 
year for workers’ compensation since 2006, insurers continue to press for rate 
increases. Entering 2015, market conditions vary significantly for individual insureds; 
those with good loss histories and in good classes of businesses generally are seeing 
favorable results, while those with adverse loss histories and other negative factors face 
a difficult marketplace. Strong competition generally prevented large rate changes for 
umbrella and excess liability; most insureds renewed in the fourth quarter with rate 
decreases. Insurers, however, are exhibiting greater discipline and requiring more 
detailed underwriting submissions. 
 
Excess Workers’ Compensation 
 
US premium for workers’ compensation has grown steadily for the last three years. The 
early stage of premium growth originated from increased rates and a decrease in 
competition. Increased payrolls from an improving economy have contributed to the 
most recent growth. Primary results for workers’ compensation have improved steadily 
and insureds are actively pursuing growth strategies. There was a continuing trend to 
improve terms and conditions and still achieve year-on-year program cost savings. An 
increasing number of clients used projected 2015 reinsurance program savings to 
purchase additional single claimant/working layer limits and increase overall CAT limits 

                                                            
5 United States Insurance Market Report 2015  – Marsh & McLennan Companies 
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for 2015. Rates on line for catastrophe programs have fallen to a level where some 
reinsurers are reducing authorizations or electing to retire from programs. Remaining 
reinsurance market capacity is eager to take the place of retiring capacity and overall 
reinsurance capacity is still ample for programs in the market, but has declined slightly 
in total at current pricing levels. 
 
Cyber 
 
Cyber remains one of the fastest growing sectors in the insurance market, as evidenced 
by continued growth in premium and policy count, as well as the steady influx of new 
capacity. Continued growth in supply and demand for cyber insurance, coupled with 
unexpected loss activity, led to significant volatility in pricing during 2014, which is likely 
to continue in 2015. 
 
Public Entity Trends 
 
The property market for public entities stabilized in 2014, a trend expected to continue 
in 2015 barring unforeseen circumstances. Casualty insurance rates for public entities 
increased slightly in 2014. Capacity remained abundant, and several new markets 
helped drive competition in states with favorable tort immunity statutes. Some softening 
is expected in 2015, but this should not affect capacity. Few markets are able to provide 
primary limits in excess of $10 million. Higher limits can be secured through a layered 
approach using multiple carriers. Tort immunities in Western states have not held up as 
well as those in Eastern states, and multimillion dollar verdicts on the West Coast have 
restricted the market in both capacity and pricing. However, there is not a drastic 
difference by region in terms of appetites, rates, and coverage availability. There 
remains limited capacity for low deductible and guaranteed cost programs. In states 
where they are permitted, pools and risk retention groups write the bulk of this business. 
Monoline automobile markets are limited, especially for programs that include 
emergency vehicles, 15-passenger vans, shuttles, buses, and para-transit. The market 
for guaranteed cost workers’ compensation for public entity is virtually nonexistent. With 
medical costs becoming more difficult to contain, the excess workers’ compensation 
marketplace remained unstable; only five markets were willing to entertain public entity 
risks. 
 
What does all of this mean for the City?  
 
Rate increases are likely in the years ahead on casualty lines of business. Increases in 
self-insured retentions are also likely if the city continues to experience high severity 
losses. Employment practices liability retention levels will likely increase due to loss 
trends. Excess workers’ compensation rate corrections are likely to continue as claim 
frequency increases due to economic influences and volunteer exposures and as 
medical costs continue to rise. Workers’ compensation retention levels are also likely to 
mitigate rate increases.   
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The City continued to benefit by having a renewal cycle that occurs before the end of 
the fiscal year when insurance companies traditionally look to adjust their rates based 
on the most recent loss history. The majority of the city’s policies are renewed on March 
1st of each year. For the most recent renewal, the city experienced an overall rate 
decrease of 6 percent across all policies. The city was able to experience a favorable 
renewal rate due to securing a guaranteed renewal rate that covered two policy years, 
2014 and 2015. Premiums for policy year 2016 are expected to rise between 5 and 10 
percent across all policies due to adverse loss experiences in FY14 and FY15. 
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Current Initiatives 
 

Cost Containment 
 
The Risk Management Division utilizes the services CorVel Corporation to provide third-
party administration of the workers’ compensation program. Cost containment continues 
to be a significant concern for the city; therefore, the city employed CorVel for cost 
savings solutions. 
 
CorVel offers a complete medical savings solution for all in-network and out-of-network 
medical bills including PPO management, specialty networks, medical bill repricing, true 
line item review, expert fee negotiations, professional nurse review, automated 
adjudication and electronic reimbursement. 
 
The following chart (Figure 27) shows the savings from the medical bill review services 
for FY14 and FY15. In FY15, cost savings amounted to $2.1 million, a savings of 21%. 
In FY14, cost savings amounted to $1.9 million, a savings of 22%. Savings in FY15 
increased $181,729 over prior year; however, savings as a percentage of provider 
charges decreased 1% from FY14. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The chart on the following page (Figure 28) shows the savings from the pharmacy 
services program for FY14 and FY15. In FY15, cost savings amounted to $316,845, a 
savings of 26%. In FY14, cost savings amounted to $247,199, a savings of 25%. 
Savings in FY15 increased $69,646 or 1% over prior year. 
 
 

Figure 27 
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Medical Cost Containment Legislation 
Historically, governmental strategies to contain medical costs in the workers’ 
compensation field have been generally limited to legislation on a state-by-state basis. 
Many states have implemented fee schedules that list maximum reimbursement levels 
for healthcare procedures; however, Virginia is not one of them. Virginia is only one of 
five states that still use a “prevailing community rate”. 
 
Virginia House Bill 1820 is an attempt to bring parties together to establish a fee 
schedule. The bill directs the Workers’ Compensation Commission to convene a work 
group of stakeholder representatives of employers, health care service providers, 
claimants and insurers. The stakeholders group shall review, analyze and compare the 
information contained within, and the stakeholder group will report on all possible 
databases containing workers’ compensation or healthcare data for medical services 
rendered in Virginia. The Risk Administrator is a member of the stakeholder group and 
is recommending a number of state-wide changes that will reduce City obligations and 
improve risk programs. 
 
Return-to Work Program 
 
The Return-to-Work (RTW) Program is a team approach to managing disability within 
our City departments.  It is a collaborative program that is managed by Human 
Resources/Occupational Safety and Health and Finance/Risk Management and 
involves an entire team of stakeholders and advisors that are committed to ensuring the 
success of the program.  There is a full-time registered nurse assigned to the program 
as the Return-to-Work Coordinator.  It assists in cost reduction and is a benefit to our 
injured/ill members.  It is an innovative process that ensures our injured/ill members are 

Figure 28 
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provided the best medical services possible.  The program shows our members that 
they are valued and involves them in the recovery process.  The Return-to-Work 
Program assists all members with either job related or personal illness/disability 
concerns.   
 
There are several goals of the Return-to-Work Program.  Our first and primary goal is to 
retain our valued, experienced members.  Our second goal is to work with providers to 
provide enhanced benefits and exceptional medical treatment to our injured/ill 
members.  Our third goal is to ensure safe, timely return of our injured/ill members to 
the workforce.  And finally, to reduce the costs related to disability both directly and 
indirectly.   
 
Key components of the Return-to-Work Program include promoting a change in how we 
perceive individuals who have a temporary or permanent impairment and are able to 
continue to be productive members of the workforce.  It also includes training, both in 
person and by video, for supervisors and members about the program and how to 
proactively respond to injuries and/or illness.  The training is provided by Risk 
Management who plays an integral role in the program.   
 
The RTW Coordinator conducts in-person visits, in Occupational Health, with 
employees to assess medical recovery, RTW barriers, physical job requirements and 
modified duty opportunities.  The RTW Coordinator maintains communication between 
the injured/ill member, the physician, field nurse case manager and the supervisor to 
preserve a good working relationship and attempt to avoid any potentially negative 
implications.  The RTW Coordinator also assists in finding transitional employment that 
is appropriate for the member’s abilities.  Medical research has shown that people 
recover more quickly if they remain active and return to their normal routine as soon as 
possible, thereby limiting isolation and allowing continuous employer and employee 
connectivity.  As participants in the Return-to-Work Program, members become an 
active part of the recovery process.   
 
Occupational Health averages 150 - 160 occupational, verified duty visits per 
month.  The RTW Coordinator participates in department Open Claim Reviews, 
Disabilities Committee Meetings and provides updated information.  The program has 
been successful in assisting departments in finding reasonable accommodations for 
employees with permanent impairments from on-the-job injuries, as well as finding 
permanent alternate jobs for those individuals who were unable to continue in their 
original position.  The program has also successfully placed employees with temporary 
restrictions in alternate locations within the City when their employing department was 
unable to provide light duty.  This facilitates a reduction in the number of lost time days 
for workers’ compensation claims, reducing indemnity costs.  
 
It is the Policy of the city to provide compensation and leave to employees who have 
sustained a job-related injury or illness. These employees are unable to perform 
essential job functions. Employees covered under this policy are placed in a “Lost Time” 
status. The employee continues to be paid while unable to work. The volume of lost 
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time continues to be an issue for the city. An analysis of injury leave status for FY15 
shows that the city incurred a total of 46,071.25 hours of injury leave. The cost for these 
lost hours was about $285,003.  
 
Actuarial Analysis 
 
The city requested Oliver Wyman Actuarial Consulting, Inc. to conduct an examination 
of the city’s retained workers’ compensation, general liability and automobile liability 
exposures as of June 30, 2015. The following table (Table 8) presents the unpaid 
estimates by line of business and in total on an undiscounted basis. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Line of Business Case Reserve IBNR Reserve
Total Unpaid 

Loss & ALAE

Workers' Compensation 11,627,022$   17,146,134$   28,773,156$  

General Liability 301,968$         905,482$         1,207,450$    

Automobile Liability 230,185$         646,803$         876,988$        

All Lines Combined 12,159,175$   18,698,419$   30,857,594$  

Unpaid Losses and ALAE as of June 30, 2015

Table 8 
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Supporting Data 
 
This section of the Risk Management annual report presents information as a context 
for understanding the information presented in earlier sections of this report. 
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Exhibit 1 
 

The following table shows payments made on workers’ compensation claims/benefits 
per department for the past five fiscal years6. The departments are sorted by total 
amount paid in FY15 from largest to smallest. Only departments that had a payment are 
listed. 

 
The top 10 departments accounted for 99% of the workers’ compensation payments 
made in FY15. Payments made in FY15 include payments for claims incurred in 
previous fiscal years. The following chart shows the distribution of payments for claims 
paid in FY15 for those incurred in FY15 and prior fiscal years for the top 10 
departments. The city continues to pay significant amounts on claims incurred in prior 
fiscal years. 
 

                                                            
6 Amounts listed in this table are on a cash basis of accounting while amounts in the financial statements and other 
sections of this report are on an accrual basis of accounting. As a result, the amounts may not agree. 

Department FY10 FY11 FY12 FY13 FY14 FY15

Police 2,553,686$     2,674,970$     3,030,512$     3,229,392$     4,615,249$     4,050,268$    

Fire 707,841$         662,319$         1,155,829$     960,443$         1,426,927$     2,920,448$    

Public Works 705,528$         703,976$         655,910$         883,698$         1,410,451$     1,633,722$    

Parks and Recreation 503,694$         753,018$         627,024$         813,735$         898,522$         1,011,127$    

Sheriff 353,628$         394,749$         588,892$         708,583$         747,178$         863,230$        

Human Services 236,998$         198,388$         364,690$         93,833$           367,972$         787,186$        

Public Utilities 118,765$         183,555$         232,948$         364,804$         759,849$         617,959$        

EMS 85,746$           95,682$           129,648$         383,751$         376,742$         333,929$        

Museums and Cult Arts 138,927$         63,864$           93,871$           226,118$         121,926$         84,124$          

Housing and Neigh Pres 71,293$           56,743$           40,517$           42,583$           41,240$           79,213$          

ComIT 2,827$             59,833$           22,795$           22,314$           38,524$           67,530$          

Human Resources 6,656$             7$                      349$                 46,595$           79,369$           45,417$          

Emergency Comm 17,898$           167$                 38$                   1,303$             13,343$           16,633$          

Planning and Comm Dev 134,657$         91,089$           85,820$           40,545$           30,602$           11,403$          

Library 21,451$           21,257$           24,594$           2,390$             29,010$           8,550$            

Judicial 784$                 123$                 296$                 ‐$                      743$                 8,010$            

Conv and Visitor Bureau 27,288$           24,799$           61,168$           14,552$           20,048$           6,180$            

City Attorney 293$                 ‐$                      ‐$                      439$                 ‐$                      2,864$            

City Real Estate Assessor 8,303$             4,248$             14,518$           8,975$             1,422$             1,065$            

Boards and Commissions 170$                 276$                 ‐$                      ‐$                      ‐$                      983$                

Health 643$                 ‐$                      ‐$                      ‐$                      ‐$                      867$                

Comm of the Revenue 824$                 224$                 6,545$             1,766$             245$                 376$                

Finance 1,647$             752$                 3,267$             6,715$             ‐$                      364$                

Management Services 850$                 ‐$                      ‐$                      ‐$                      ‐$                      315$                

Legistative 1,015$             ‐$                      ‐$                      ‐$                      656$                 226$                

Agriculture ‐$                      ‐$                      ‐$                      607$                 ‐$                      ‐$                     

Executive ‐$                      7$                      ‐$                      ‐$                      ‐$                      ‐$                     

Treasurer 636$                 335$                 ‐$                      163$                 724$                 ‐$                     

Total 5,702,050$     5,990,379$    7,139,231$    7,853,303$    10,980,745$   12,551,989$ 



     

32 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



     

33 
 

Exhibit 2 
 
The following table shows the number of workers’ compensation claims filed per 
department for the past five fiscal years. The departments are sorted by claims filed in 
FY15 from largest to smallest. The departments listed may not match the departments 
listed in the workers’ compensation payments table (Exhibit 1) since the payments 
made in a fiscal year may be on a claim incurred in a prior fiscal year. 

 
 
 
 
 
 
 
 

Department FY10 FY11 FY12 FY13 FY14 FY15

Parks and Recreation 216 213 291 241 251 265

Police 251 295 372 238 240 221

Public Works 155 165 176 185 184 179

Sheriff 144 132 131 125 109 122

Human Services 92 94 90 81 84 115

Fire 106 79 79 69 101 98

EMS 62 63 70 42 41 45

Public Utilities 50 46 49 46 35 44

Library 18 25 20 12 21 15

Museums and Cult Arts 51 41 42 36 23 12

Conv and Visitor Bureau 18 15 8 10 10 11

Emergency Comm 19 6 12 12 13 10

Housing and Neigh Pres 4 4 1 2 0 5

Planning and Comm Dev 3 4 1 1 3 5

Finance 3 2 5 1 0 5

Judicial 3 2 2 2 2 3

City Real Estate Assessor 0 2 1 1 1 3

Comm of the Revenue 3 3 4 3 0 3

ComIT 6 3 2 2 5 2

City Attorney 1 0 0 1 0 2

Boards and Commissions 0 1 1 0 0 2

Health 1 0 0 0 0 2

Human Resources 1 0 1 2 2 1

Management Services 1 0 0 0 1 1

Legistative 2 0 0 0 1 0

Agriculture 0 0 0 1 0 0

Executive 0 1 0 1 0 0

Treasurer 4 1 0 1 2 0

Total 1,214 1,197 1,358 1,115 1,129 1,171
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Exhibit 3 
 
The following table shows payments made on general liability claims per department for 
the past five fiscal years7. The departments are sorted by total amount paid in FY15 
from largest to smallest. Only departments that had a payment are listed. 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                            
7 Amounts listed in this table are on a cash basis of accounting while amounts in the financial statements and other 
sections of this report are on an accrual basis of accounting. As a result, the amounts may not agree. 

Department FY10 FY11 FY12 FY13 FY14 FY15

Police 74,227$           60,216$           28,394$           89,562$           97,376$           410,519$        

Public Utilities 292,719$         180,750$         216,695$         200,284$         192,455$         199,982$        

Public Works 31,716$           82,080$           47,984$           58,668$           269,306$         80,059$          

Parks and Recreation 20,162$           59,153$           22,032$           30,059$           20,850$           13,117$          

EMS 649$                 ‐$                      9,944$             ‐$                      1,740$             11,314$          

Sheriff 4,106$             2,536$             2,246$             2,398$             2,702$             2,227$            

Fire 169$                 2,018$             911$                 350$                 4,595$             861$                

Conv and Visitor Bureau ‐$                      727$                 665$                 ‐$                      ‐$                      110$                

Agriculture ‐$                      ‐$                      ‐$                      ‐$                      ‐$                      62$                  

Finance ‐$                      ‐$                      367$                 ‐$                      ‐$                      ‐$                     

Housing and Neigh Pres ‐$                      ‐$                      4,196$             ‐$                      ‐$                      ‐$                     

Human Services 231$                 1,280$             1,013$             460,395$         ‐$                      ‐$                     

Legislative ‐$                      ‐$                      ‐$                      ‐$                      403$                 ‐$                     

Library ‐$                      ‐$                      ‐$                      ‐$                      231$                 ‐$                     

Museums and Cult Arts 80$                   ‐$                      ‐$                      ‐$                      ‐$                      ‐$                     

Total 424,059$         388,760$        334,448$        841,716$        589,658$         718,252$       
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Exhibit 4 
 
The following table shows the number of general liability claims filed per department for 
the past five fiscal years. The departments are sorted by claims filed in FY15 from 
largest to smallest. The departments listed may not match the departments listed in the 
general liability payments table (Exhibit 3) since the payments made in a fiscal year may 
be on a claim incurred in a prior fiscal year. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Department FY10 FY11 FY12 FY13 FY14 FY15

Public Works 104 146 106 111 174 178

Public Utilities 119 89 81 91 104 77

Parks and Recreation 60 65 60 51 61 58

Police 71 61 40 52 50 47

Sheriff 6 11 12 11 6 12

Housing and Neigh Pres 0 1 3 0 1 4

Fire 3 4 4 3 4 3

Human Services 5 1 4 2 2 3

Conv and Visitor Bureau 1 5 3 3 5 2

EMS 0 1 2 2 3 2

Library 0 0 1 3 0 1

Museums and Cult Arts 1 0 0 1 2 1

Agriculture 0 0 0 0 1 0

City Attorney 1 0 0 0 1 0

ComIT 1 0 0 0 0 0

Finance 0 1 0 0 1 0

Legislative 0 0 0 1 0 0

Planning and Comm Dev 1 0 0 0 0 0

Total 373 385 316 331 415 388
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Exhibit 5 
 
The following table shows payments made on automobile liability claims per department 
for the past five fiscal years8. The departments are sorted by total amount paid in FY15 
from largest to smallest. Only departments that had a payment are listed. 

 
 

 

 

 

 

 

 

 

 

 

                                                            
8 Amounts listed in this table are on a cash basis of accounting while amounts in the financial statements and other 
sections of this report are on an accrual basis of accounting. As a result, the amounts may not agree. 

Department FY10 FY11 FY12 FY13 FY14 FY15

Public Works 138,231$         74,209$           100,868$         1,012,499$     97,297$           79,218$          

Police 31,639$           96,311$           97,750$           55,892$           106,359$         56,531$          

Fire 1,779$             3,121$             22,635$           1,237$             1,057$             51,989$          

EMS 3,526$             4,941$             18,139$           7,435$             81,507$           31,053$          

Human Services 38,493$           13,792$           42,047$           23,209$           65,859$           25,624$          

Public Utilities 57,178$           29,755$           18,922$           89,276$           5,428$             22,188$          

Parks and Recreation 23,620$           33,839$           2,719$             18,520$           20,288$           5,436$            

Sheriff 724$                 384$                 ‐$                      1,672$             ‐$                      3,233$            

Conv and Visitor Bureau ‐$                      ‐$                      4,627$             ‐$                      935$                 667$                

Library 887$                 ‐$                      ‐$                      5,050$             ‐$                      172$                

Planning and Comm Dev ‐$                      543$                 190$                 8,419$             6,854$             105$                

ComIT ‐$                      ‐$                      779$                 ‐$                      731$                 ‐$                     

Cultural ‐$                      1,642$             ‐$                      ‐$                      ‐$                      ‐$                     

Economic Development ‐$                      561$                 ‐$                      ‐$                      ‐$                      ‐$                     

Health 439$                 ‐$                      ‐$                      ‐$                      ‐$                      ‐$                     

Housing and Neigh Pres 1,263$             1,689$             ‐$                      1,860$             322$                 ‐$                     

Museums and Cult Arts ‐$                      2,072$             3,203$             ‐$                      1,334$             ‐$                     

Total 297,779$         262,859$        311,879$        1,225,069$    387,970$         276,218$       
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Exhibit 6 
 
The following table shows the number of automobile liability claims filed per department 
for the past five fiscal years. The departments are sorted by claims filed in FY15 from 
largest to smallest. The departments listed may not match the departments listed in the 
general liability payments table (Exhibit 5) since the payments made in a fiscal year may 
be on a claim incurred in a prior fiscal year. 

 
 
 

 

 

 

 

Department FY10 FY11 FY12 FY13 FY14 FY15

Police 19 28 29 19 18 20

Public Works 26 21 34 24 16 17

EMS 2 7 4 6 14 17

Fire 4 9 4 1 2 13

Human Services 7 11 15 10 9 9

Public Utilities 11 5 7 7 3 8

Parks and Recreation 2 2 4 1 3 5

Sheriff 1 0 0 3 0 2

Conv and Visitor Bureau 0 0 2 0 1 1

Library 1 0 0 1 0 1

Planning and Comm Dev 0 0 2 0 2 0

ComIT 1 0 1 0 1 0

Cultural 0 1 0 0 0 0

Economic Development 0 1 0 0 0 0

Health 1 0 0 0 0 0

Housing and Neigh Pres 0 1 0 1 1 0

Museums and Cult Arts 0 2 2 1 3 0

Total 75 88 104 74 73 93
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         Exhibit 7 
 City of Virginia Beach 

Insurance Program 
 

TABLE I 
Coverage Type of Policy Policy 

Term 
Policy Number Carrier Limits Deductible 

Aviation  Insurance for 1989 Bell 206B-II and 2007 Bell 407 
Helicopters. 

08/01/2015-
08/01/2016 

AV001854515-12 Commerce & 
Industry 

$25,000,000 Per Incident $10,000 in motion 
$1,000 not in motion 

Blanket 
Business 
Travel 
Coverage 
(24 Hr.) 

Insurance coverage for all Type I or II Task Force 2 
affiliated members who are not receiving 
compensation for their participation until the Task 
Force is activated by FEMA. Affiliated members are 
covered while traveling in and outside the U.S. 

11/01/2013-
11/01/2016 

BTA 003592 Starr Indemnity & 
Liability Company 

Vary-Maximum aggregate 
$2,500,000 

N/A 

Medical 
Prof. 
Liability 

Professional Liability insurance coverage for doctors 
working part time for the Dept. of HS 

Varies Multiple polices Professional’s 
Advocate Ins Co. 

Primary-$1,000,000/Occ 
Primary-$3,000,000/Agg 
Excess-$1,000,000/Occ 
Excess-$3,000,000/Agg 

N/A 

Excess 
Workers’ 
Comp 

Compulsory coverage for the medical costs, lost 
wages and other compensation for all work-related 
employee injuries and diseases 

03/01/2015-
03/01/2016 

SP-405082 Safety National $25,000,000 $1,250,000 

Property Indemnifies against loss by all risks of direct physical 
loss or damage. 

03/01/2015-
03/01/2016 

084144045 Lexington Insurance 
Company 

$1,000,000,000 $50,000 

Excess 3rd Party Liability Coverage excess the  
self-insured retention 

03/01/2015-
03/01/2016 

SEL 3000427 States Self-Insurers 
Risk Retention Grp 

$10,000,000/Occ 
$20,000,000/Agg 

$2,000,000 

Crime Employee Dishonesty/Public Officials 03/01/2015-
03/01/2016 

106253403 Travelers 
Commercial Crime 

$1,000,000 – Clause B, 
C, D, E, F, G  
$5,000 Clause I 

$25,000-Clause B, C, 
D, E, F, G 
$0-Clause I 

Crime Deferred Compensation Plan/Fiduciary 03/01/2015-
03/01/2016 

106075490 Travelers 
Commercial Crime 

$5,000,000 N/A 

Crime Employee Dishonesty/Development Authority (Eco 
Dev. pays premiums) 

03/01/2015-
03/01/2016 

105902754 Travelers 
Commercial Crime 

$2,000,000-Clause O & F 
$500,000-Clause B 
$100,000-Clause C1 

$20,000-Clause O & F 
$5,000-Clause B 

$2,500-Clause C1 
Farmers 
Market  

General Liability 03/01/2015-
03/01/2016 

AGL0009958-01 Arch Specialty 
Insurance Co. 

$1,000,000  
$2,000,000 

N/A 

Hull Direct property damage to the vessels hull and 
machinery (dredges & police boats) 

03/01/2015-
03/01/2016 

B5JH26048 International Marine 
Underwriters  

$1,000,000 N/A 

Marina 
Liability 

Legal liability of the insured for the loss or damage to 
vessels in our care (Lynnhaven Marina) 

03/01/2015-
03/01/2016 

B5JH26047 International Marine 
Underwriters 

$1,000,000 N/A 

Nurses  Misc. Medical Professional Liability 03/01/2015-
03/01/2016 

255847734 American Casualty 
Company of 
Reading PA/HPSO 

$1,000,000 ea. claim 
$8,000,000 Aggregate 

N/A 

TULIP Tenant Users Liability for events held on city property 03/01/2015-
03/01/2016 

GL00505-06 Atlantic Specialty 
Insurance Co. 

$2,200,000 Each Claim 
$4,400,000 Aggregate 

N/A 

Volunteer-
Non 
Uniform  

A person who is a registered volunteer worker in a 
city activity sponsored by the policy holder 

03/01/2015-
03/01/2016 

10-SR-129030 Hartford Life and 
Accident Insurance 
Company 

$10,000 N/A 
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Exhibit 8 
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Exhibit 9  
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 
 
 

Risk Management

ASSETS

   Current Assets:

     Cash and Investments 8,390,709$                       

          Total Current Assets 8,390,709                        

   Noncurrent Assets:

     Capital Assets:

        Machinery and Equipment 293,215                           

          Total Property, Plant and Equipment 293,215                           

        Less: Accumulated Depreciation (293,215)                          

Total Assets 8,390,709$                       

DEFERRED O UTFLO WS O F RESO URCES

   FY15 VRS Employer Contributions 62,955                             

62,955$                            

LIABILITIES

   Current Liabilities:

     Vouchers and Accounts Payable 316,940$                          

     Current Portion of Long-term Liabilities 6,419,065                        

          Total Current Liabilities 6,736,005                        

   Noncurrent Liabilities:

     Net Pension Liability 429,779                           

     Long-term Liabilities (less current portion) 24,469,127                      

          Total Noncurrent Liabilities 24,898,906                      

Total Liabilities 31,634,911$                     

DEFERRED INFLO WS O F RESO URCES

   Net Difference between Projected and Actual Earnings on Plan Investments 111,590$                          

NET PO SITIO N

     Unrestricted (23,292,837)                     

               Total Net Position (23,292,837)$                    

CITY OF VIRGINIA BEACH, VIRGINIA

RISK MANAGEMENT INTERNAL SERVICE FUND

STATEMENT OF NET POSITION

JUNE 30, 2015
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Exhibit 10 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Risk Management

O PERATING REVENUES

     Billings to Departments 14,688,995$                     

     Insurance Recovery 96,930                             

          Total Operating Revenues 14,785,925$                     

O PERATING EXPENSES

     Personal Services 407,523                           

     Fringe Benefits 113,207                           

     Contractual Services 323,435                           

     Internal Services 7,349                               

     Other Charges 21,681,050                      

          Total Operating Expenses 22,532,564$                     

O PERATING INCO ME (LO SS) (7,746,639)$                      

NONO PERATING REVENUES (EXPENSES) AND TRANSFERS

     Interest Income 30,951$                            

     T ransfers In 3,639,476                        

          Total Nonoperating Revenues (Expenses) 3,670,427$                       

CHANGE IN NET PO SITIO N (4,076,212)                       

TO TAL NET PO SITIO N - BEGINNING - RESTATED (19,216,625)                     

TO TAL NET PO SITIO N - ENDING (23,292,837)$                    

CITY OF VIRGINIA BEACH, VIRGINIA

RISK MANAGEMENT INTERNAL SERVICE FUND

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

FOR THE YEAR ENDED JUNE 30, 2015
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Exhibit 11 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Risk Management

CASH  FLO WS FRO M O PERATING ACTIVITIES

Receipts from Customers and Users 14,785,925$                     

Cash Payments to Suppliers of Goods and Services (16,402,549)                     

Cash Payments to Employees for Services (569,004)                          

Net Cash Provided (Used) By Operating Activities (2,185,628)$                      

CASH FLO WS FRO M NO NCAPITAL FINANCING ACTIVITIES

Receipts from Other Funds 3,639,476$                       

Net Cash Provided (Used) By Noncapital Financing Activities 3,639,476$                       

CASH FLO WS FRO M INVESTING ACTIVITIES

Interest and Dividends Received 30,951$                            

Net Increase (Decrease) in Cash and Temporary Investments 1,484,799$                       

Cash and Temporary Investments, July 1 6,905,910                        

Cash and Temporary Investments, June 30 8,390,709$                       

RECO NCILIATIO N O F O PERATING INCO ME (LO SS) TO

      NET CASH PRO VIDED (USED) BY O PERATING ACTIVITIES:

Operating Income (Loss) (7,746,639)$                      

Adjustments to Reconcile Operating Income (Loss) to

Net Cash Provided (Used) By Operating Activities:

Increase (Decrease) in Vouchers and Accounts Payable 213,965                           

Increase (Decrease) in Net Pension Liability (25,705)                            

Increase (Decrease) in Estimated Claims and Judgments 5,395,320                        

Increase (Decrease) in Accrued Compensated Leave (22,569)                            

Total Adjustments 5,561,011$                       

Net Cash Provided (Used) By Operating Activities (2,185,628)$                      

CITY OF VIRGINIA BEACH, VIRGINIA

RISK MANAGEMENT INTERNAL SERVICE FUND

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2015
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Exhibit 12 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

FISCAL 

YEAR

ACCRUED 

LIABILITY
AVAILABLE CASH

ENDING NET 

POSITION

CHANGE 

(DECREASE) IN 

NET POSITION

PERCENTAGE OF 

CASH TO 

LIABILITY

1990 7,823,000$            4,311,526$            (3,753,815)$          (439,011)$              55.11%

1991 9,259,000$            5,583,613$            (3,950,778)$          (196,963)$              60.30%

1992 8,156,000$            5,800,915$            (2,373,572)$          1,577,206$            71.12%

1993 10,537,000$          7,251,552$            (3,644,827)$          (1,271,255)$          68.82%

1994 13,607,000$          7,489,244$            (6,162,624)$          (2,517,797)$          55.04%

1995 14,001,606$          7,239,375$            (7,009,982)$          (847,358)$              51.70%

1996 16,762,039$          7,374,184$            (9,576,695)$          (2,566,713)$          43.99%

1997 12,981,894$          6,999,638$            (6,163,191)$          3,413,504$            53.92%

1998 10,765,450$          7,424,121$            (3,469,793)$          2,693,398$            68.96%

1999 12,473,217$          5,299,401$            (7,120,253)$          (3,650,460)$          42.49%

2000 10,713,663$          3,036,492$            (7,620,618)$          (500,365)$              28.34%

2001 14,673,252$          3,815,340$            (10,665,283)$        (3,044,665)$          26.00%

2002 14,318,689$          2,383,296$            (12,190,836)$        (1,525,553)$          16.64%

2003 12,024,440$          1,364,954$            (10,797,216)$        1,393,620$            11.35%

2004 12,021,005$          3,626,102$            (8,715,152)$          2,082,064$            30.16%

2005 14,074,535$          4,952,766$            (9,499,861)$          (784,709)$              35.19%

2006 16,628,582$          5,062,102$            (11,994,365)$        (2,494,504)$          30.44%

2007 17,812,729$          6,173,808$            (13,433,030)$        (1,438,665)$          34.66%

2008 17,642,752$          5,507,393$            (12,732,220)$        700,810$                31.22%

2009 19,338,015$          6,232,378$            (13,511,281)$        (779,061)$              32.23%

2010 24,672,106$          6,704,262$            (18,327,228)$        (4,815,947)$          27.17%

2011 24,217,251$          13,653,705$          (10,807,857)$        7,519,371$            56.38%

2012 23,584,444$          12,060,174$          (12,505,425)$        (1,697,568)$          51.14%

2013 25,462,274$          10,494,027$          (15,610,324)$        (3,104,899)$          41.21%

2014 25,462,274$          6,905,910$            (19,216,625)$        (3,606,301)$          27.12%

2015 30,857,594$          8,390,709$            (23,292,837)$        (4,076,212)$          27.19%
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Terms and Definitions 
 
actuarial report 
Result of an actuary's study of an organization's loss experience, using probability theory and other 
methods of statistical analysis. Can be used to determine an insured's projected losses, a self-
insured's liability accruals, the adequacy of a property and casualty insurer's statutory loss reserves, 
or a life insurer's unearned premium (technical) reserves. 
 
automobile liability insurance 
Insurance that protects the insured against financial loss because of legal liability for automobile-
related injuries to others or damage to their property by an auto. 
 
average weekly wage (AWW) 
An employee's pre-injury earning capacity, based on earnings in the 12 month period directly 
preceding a work-related injury or illness. The formula for calculating average weekly wage in Virginia 
equals earnings of the injured employee in the capacity in which he was working at the time of the 
injury, for the 52 weeks preceding the injury divided by the number of weeks worked. 
 
benchmarking 
The act of comparing a measurement to a standard. It shows you where you are and helps you 
decide where you want to go. 
 
bodily injury 
Liability insurance term that includes bodily harm, sickness, or disease, including resulting death. 
 
bond 
A three-party contract in which one party, the surety, guarantees the performance or honesty of a 
second party, the principal (obligor), to the third party (oblige) to whom the performance or debt is 
owed. 
 
claim 
A demand by an individual or corporation to recover, under a policy of insurance, for loss which may 
come within that policy (first party claim). A demand brought by persons allegedly injured or harmed 
by the insured (third party claim). 
 
claimant 
The person making a claim. Use of the word "claimant" usually denotes that the person has not yet 
filed a lawsuit. Upon filing a lawsuit, claimant becomes a plaintiff, but the terms are often used 
interchangeably. 
 
compensable 
An injury or illness that meets the statutory standard and qualifies an employee to receive workers 
compensation benefits. 
 
contributory negligence 
Negligence of a plaintiff or claimant constituting a partial cause or aggravation of his or her injury. 
This doctrine bars relief to the plaintiff in a lawsuit if the plaintiff's own negligence contributed to the 
damage. Contributory negligence has been superseded in some states by other methods of 
apportioning liability. 
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deductible 
A portion of covered loss that is not paid by the insurer. Most property insurance policies contain a 
per-occurrence deductible provision that stipulates that the deductible amount specified in the policy 
declarations will be subtracted from each covered loss in determining the amount of the insured's loss 
recovery.  
 
depreciation 
The decrease in the value of property over a period of time, usually as result of age, wear and tear 
from use, or economic obsolescence. Actual physical depreciation (wear and tear from use) is 
subtracted from the replacement cost of insured property in determining its actual cash value. Courts 
in some jurisdictions have allowed insurers to deduct depreciation due to economic obsolescence as 
well. 
 
disability for workers compensation 
A condition that incapacitates a person in some way so that he or she cannot carry on normal duties.  
Disability may be total, partial, permanent, or temporary, or a combination of these. 
 
excess insurance 
A policy or bond covering the insured against certain hazards, and applying only to loss or damage in 
excess of a stated amount, or specified primary or self-insurance. That portion of the amount insured 
that exceeds the amount retained (self-insured) by an entity for its own account. 
 
excess workers compensation insurance 
A type of coverage available for risks that choose to self-insure the majority of workers compensation 
loss exposures. Two categories of coverage are available: specific, which controls loss severity by 
placing a cap on losses the insured must pay arising out of a single occurrence; and aggregate, 
which addresses loss frequency by providing coverage once a cumulative per occurrence loss limit is 
breached. 
 
fiduciary liability 
The responsibility on trustees, employers, fiduciaries, professional administrators, and the plan itself 
with respect to errors and omissions in the administration of employee benefit programs as imposed 
by the Employee Retirement Income Security Act (ERISA). 
 
frequency 
The likelihood that a loss will occur. Expressed as low frequency (meaning the loss event is possible 
but the event has rarely happened in the past and is not likely to occur in the future), moderate 
frequency (meaning the loss event has happened once in a while and can be expected to occur 
sometime in the future), or high frequency (meaning the loss event happens regularly and can be 
expected to occur regularly in the future). Workers compensation losses normally have a high 
frequency as do automobile collision losses. General liability losses are usually of a moderate 
frequency, and property losses often have a low frequency. 
 
general liability-insurance 
Insurance protecting entities from most liability exposures other than automobile and professional 
liability. 
 
gross negligence 
Willful and wanton misconduct. 
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hard market 
One side of the insurance market cycle that is characterized by high rates, low limits, and restricted 
coverage. 
 
incurred losses 
The total amount of paid claims and loss reserves associated with a particular period of time, usually 
a policy year. Incurred losses are customarily computed in accordance with the following formula: 
loss occurring and paid during the period, plus outstanding losses reserved at the end of the period. 
This does not ordinarily include incurred but not reported (IBNR) losses. 
 
incurred but not reported (IBNR) losses 
An estimate of the amount of an insurer's (or self-insurer's) liability for claim-generating events that 
have taken place but have not yet been reported to the insurer or self-insurer. The sum of IBNR 
losses plus incurred losses provides an estimate of the insurer's eventual liabilities for losses during a 
given period. 
 
indemnity payments 
The losses paid or expected to be paid directly to an insured by an insurer for first-party (e.g., 
property) coverage or on behalf of an insured for third-party (e.g., liability) coverage. The losses paid 
or expected to be paid directly to an insured by an insurer for coverage. Restoration to the victim of a 
loss up to the amount of the loss. 
 
insurance 
A contractual relationship that exists when one party (the insurer) for a consideration (the premium) 
agrees to reimburse another party (the insured) for loss to a specified subject (the risk) caused by 
designated contingencies (hazards or perils) up to predetermined limits.  
insurance policy 
In broad terms, the entire printed insurance contract. Generally, an insurance policy is assembled 
with a combination of various standard forms, including a declarations page, coverage form, and 
endorsements. Sometimes a cause of loss form is also required. Together these forms delineate the 
coverage term, the insurance policy limits, the grant of coverage, exclusions and other limitations of 
coverage, and the duties and responsibilities of the insured in the event of a loss. 
 
insurance recovery fund 
This fund was created in Fiscal Year 08-09 to track recoveries or subrogation. Automobile insurance 
claim recoveries under $1,000 go back into the Automotive Services parts line item. Recoveries over 
$1,000 go into the General Fund-Insurance Recovery Fund Revenue account. Automobile Services 
may ask City Council to appropriate these funds. This action will not artificially inflate expenditures 
and provide an audit trail. 
 
insurance requirements 
The part of a commercial contract in which the types and minimum amounts of insurance the parties 
agree to provide in connection with their performance of the contract are specified. 
 
liability 
Any legally enforceable obligation. Within the context of insurance, the obligation to pay a monetary 
award for injury or damage caused by one's negligent or statutorily prohibited action. 
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liability limits 
The stipulated sum or sums beyond which an insurance company is not liable for payments due to a 
third party. The insured remains legally liable above the limits. 
 
loss control 
A risk management technique that seeks to reduce the possibility that a loss will occur and/or reduce 
the severity of those that do occur. Also known as risk control or safety. Driver training programs are 
loss control programs that seek to reduce the likelihood of accidents occurring. Sprinkler systems are 
loss control devices that reduce the severity of loss by fire. 
 
loss reserve 
An estimate of the value of a claim or group of claims not yet paid. A case reserve is an estimate of 
the amount for which a particular claim will ultimately be settled or adjudicated. Insurers will also set 
reserves for their entire books of business to estimate their future liabilities. Expenses of adjusting 
claims, e.g., allocated claim expenses; court costs, fees, and expenses of independent adjusters, 
lawyers, witnesses, and other expenses that can be charged to specific claims; and unallocated claim 
expenses which represent salaries and other overhead expenses that are incurred in adjusting and 
recording claims but which cannot be charged against specific claims. 
 
occupational disease 
Any abnormal condition or disorder, other than one resulting from an occupational injury, that is 
caused by, or alleged to be caused by, exposure to environmental factors associated with 
employment, including acute and chronic illnesses or diseases that may be caused by inhalation, 
absorption, ingestion, or direct contact. State workers compensation laws vary as to whether 
coverage is afforded for occupational disease. 
 
occupational injury 
An injury arising in the course and scope of employment that is caused by factors associated with the 
work undertaken. 
 
occurrence year 
The time period defined by a body of losses composed of all claims occurring during a particular 12 
month period. 
 
paid losses 
That portion of incurred losses actually paid out by an insurer or self-insured entity. 
 
permanent partial disability 
A workers compensation disability level in which the injured employee is still able to work but not with 
the skill and efficiency demonstrated prior to the injury. As a result, the earning capability of the 
worker is affected. Workers compensation statute provides for scheduled benefits based on the 
percentage of disability.  
 
permanent total disability 
A class of workers compensation disability in which the injured employee is incapable of ever working 
again at any employment. It becomes a lifetime award without the 500 week imitation. 
 
premium 
The amount of money an insurer charges to provide the coverage described in the policy or bond. 
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property damage 
As defined in the general liability policy, physical injury to tangible property including resulting loss of 
use and loss of use of tangible property that has not been physically injured.  
 
reserves 
The amount of funds necessary to meet all future costs related to an insurance claim. Reserves are 
the “best” estimate of the additional amount that will need to be paid out against a claim. Reserves 
are an unfunded liability that must be paid as costs are incurred. 
 
return-to-work program 
A post-injury program that returns injured employees to some type of work as soon as medically 
possible. Even if the injured workers are impaired, temporary or modified duties can be assigned that 
take into consideration the impairments. The end result is the reduction of indemnity costs associated 
with the claims and a greater chance for recovery. 
 
risk management 
The practice of identifying and analyzing loss exposures and taking steps to minimize the financial 
impact of the risks they impose.  
 
risk management techniques 
Methods for treating risks. Traditional risk management techniques for handling event risks include 
risk retention, contractual or noninsurance risk transfer, risk control, risk avoidance, and insurance 
transfer.  
 
risk retention 
Planned acceptance of losses by deductibles, deliberate non-insurance and loss-sensitive plans 
where some, but not all, risk is consciously retained rather than transferred. 
 
risk retention group (RRG) 
A group self-insurance plan or group captive insurer operating under the auspices of the Federal 
Liability Risk Retention Act (RRA) of 1986 that can cover all the liability exposures, other than 
workers compensation exposures, of its owners. Risk retention groups are not subject to the 
individual state laws that would otherwise prohibit the formation of group captives or make it difficult 
to form or operate them. 
 
self-insurance 
A system whereby a firm sets aside an amount of its monies to provide for any losses that occur—
losses that could ordinarily be covered under an insurance program. The monies that would normally 
be used for premium payments are added to this special fund for payment of losses incurred. Self-
insurance is a means of capturing the cash flow benefits of unpaid loss reserves and also offers the 
possibility of reducing expenses typically incorporated within a traditional insurance program. It 
involves a formal decision to retain risk rather than insure it and is distinguished from noninsurance or 
retention of risks through deductibles, by a formalized plan or system to pay losses as they occur. 
 
severity 
The amount of damage that is (or that may be) inflicted by a loss or catastrophe. Sometimes 
quantified as a severity rate, which is a ratio relating the amount of loss to values exposed to loss 
during a specified period of time. 
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soft market 
One side of the insurance market cycle that is characterized by low rates, high limits, flexible 
contracts, and high availability of coverage. 
 
temporary partial disability 
A workers compensation disability level in which the injured worker is temporarily precluded from 
performing a certain set of job skills but who can still work at a reduced level. Since the condition is 
temporary, compensation is based on the difference between the two earning levels, AWW before the 
injury and the amount after the injury. This is subject to the 500 week limitation. 
 
temporary total disability 
One of the four divisions of disability compensable under workers compensation. This level of 
disability reflects an injury that has rendered the employee completely unable to perform any job 
functions on a temporary basis. The employee is expected to make a full recovery and return to work. 
In the interim, compensation paid is 66 2/3% of weekly wages until the worker returns to the job. 
 
third-party administrator (TPA) 
A firm that handles various types of administrative responsibilities, on a fee-for-services basis, for 
organizations involved in self-insured programs. These responsibilities typically include claims 
administration, loss control, risk management information systems, and risk management consulting. 
 
total cost of risk 
Total cost of risk is the sum of all aspects of an organization’s operations that relate to risk, including 
retained (uninsured) losses and related loss adjustment expenses, risk control costs, insurance 
premiums, and administrative costs. 
 
workers compensation 
The system by which no-fault statutory benefits prescribed in state law are provided by an employer 
to an employee (or the employee's family) due to a job-related injury (including death) resulting from 
an accident or occupational disease.  
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