GOVERNING BOARD
MEETING AGENDA
Rio Hondo Event Center
10627 Old River School Road
Downey, CA 90241
(562) 806-5020

Thursday, November 17, 2016
10:00 a.m.

CALL TO ORDER
ESTABLISHMENT OF QUORUM/INTRODUCTIONS
PUBLIC COMMENTS
This time is reserved for members of the public to address the Board relative to matters of ICRMA
that are not on the agenda. Persons wishing to address items on the agenda will be permitted to do
so during the discussion of the item. No action may be taken on non-agenda items unless authorized
by law. Comments will be limited to five minutes per person, twenty minutes in total.
APPROVAL OF AGENDA AS POSTED OR AMENDED
As a matter of procedure, the Board should approve the agenda.
OPEN SESSION
As to each agenda item, the Board may take action and/or receive informational reports as
appropriate.
A. Annual Review of ICRMA’s Comprehensive Financial Plan (Cindy/Beth/Jim).......................3
Action: Perform the annual review of ICRMA’s comprehensive financial plan and take
the following actions:
1. Eliminate the 4% capitalization charge (approximately $12.5 million) in the liability
program.
2. Declare a $25,755,688 in the liability program to address years with deficits.
a. Add the additional assessment to the uncollected portion of the $12.5 million
assessment approved in January 2016.
b. Divide the total assessment over the next 10 years.
c. Offer a 10% assessment discount for complete payment of assessment balance
owed.
d. Revise assessment totals for members and former members to reflect the updated
deficits for the years in which they participated.
i. Updated assessment installment for members to be invoiced in the 201718 fiscal year
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ii. Extend the first assessment installment payment deadline for former
members to the 2017-18 fiscal year
e. Annually review claim development and ensure adequate liquidity
3. Review the workers’ compensation program in early 2017 to determine if the 4%
capitalization charge is necessary
B. 2017/18 Insurance Renewal Projections (Cindy/Beth) ............................................................50
Action: Review and file.
CLOSED SESSION
Pursuant to Government Code Section 54956.95(a), the Board will hold a closed session to discuss
any or all claims listed on the agenda. The confidential claims reports will be collected after the
discussion at the meeting. Each Member should destroy his/her copy after the meeting.
A. Discussion of Open Claims and Conference with Legal Counsel: Existing Litigation
• DFA v. Downey
• Schilling v. Manhattan Beach
REPORT FROM CLOSED SESSION
Report from Closed Session: Pursuant to Government Code Section 54957.1, the Board must report
in open session any action taken in closed session.
PRESIDENT’S REPORT
CLOSING COMMENTS
This time is reserved to identify matters for future Governing Board business.
ADJOURNMENT
FUTURE MEETINGS
December 5, Bluewater Grill, Redondo Beach
In compliance with the Americans with Disabilities Act, if you need special assistance to participate
in this meeting, please contact ICRMA’s staff at (800) 541-4591. Notification 48 hours before the
meeting will enable ICRMA to make reasonable arrangements to ensure accessibility (28 CFR
35.102.35.104 ADA Title II).

Page 2

Governing Board
Subject:
Action for
consideration:

November 17, 2016

Annual Review of ICRMA’s Comprehensive Financial Plan

Take the following actions:
1. Eliminate the 4% capitalization charge (approximately $12.5 million) in the
liability program.
2. Declare a $25,755,688 assessment in the liability program to address years
with deficits.
a. Add the additional assessment to the uncollected portion of the $12.5
million assessment approved in January 2016.
b. Divide the total assessment over the next 10 years.
c. Offer a 10% assessment discount for complete payment of
assessment balance owed.
d. Revise assessment totals for members and former members to reflect
the updated deficits for the years in which they participated.
i. Updated assessment installment for members to be invoiced
in the 2017-18 fiscal year
ii. Extend the first assessment installment payment deadline for
former members to the 2017-18 fiscal year
e. Annually review claim development and ensure adequate liquidity.
3. Review the workers’ compensation program in early 2017 to determine if
the 4% capitalization charge is necessary.

Background:
This information was presented to the Governing Board at its October 20 meeting. After discussion,
the Board asked that a special meeting be scheduled to allow additional time for questions and
consideration. The Board also asked that city managers be invited to attend and that a comprehensive
presentation again be delivered.
In early November, a document with frequently asked questions was distributed to help members
and former members understand the assessment, ICRMA’s financial condition, and steps that have
been taken to ensure ICRMA’s continued success. This document has been attached, and ICRMA’s
financial and administrative vendors are preparing responses to address additional questions received
after distribution.
Liability Program:
Since 2012, the Governing Board has evaluated various aspects of the Liability Program, and has
taken numerous proactive steps to: 1) ensure the financial integrity of the program, 2) promote
member retention, and 3) provide annual budgetary stability for members in the program.
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Those important steps have included:
1. Benchmarking costs against other pools;
2. Creation of a City Managers Task force to recommend cost savings measures in the liability
program;
3. Development of a defense cost initiative;
4. Issuance of a white paper on police liability claims;
5. Analyzed top areas of loss;
6. Reviewed the effectiveness of the experience modification factor formula;
7. Increased funding levels; and
8. Engaged ICRMS (Mark Nestor and Jill Lewis) to perform an independent financial review of
the programs and recommend financial strategies.
In January 2016, the Board received a draft report from ICRMS which reviewed the following.
1. Factors that contributed to the decline in net position;
2. ICRMA’s financial results compared against industry standard benchmarks;
3. ICRMA’s options for rebuilding its net position; and
4. Potential program and other structural changes that could protect net position in the future.
ICRMS developed revised proforma financial models to reflect a range of possible increases in the
base contributions for the liability program over a 7 year period. The scenarios were prepared with
increases to the base liability program contributions of 10%, 15%, and 20% in 2016/17 and then
declining increases thereafter.
Estimated base contribution increases were calculated because rates were expected to increase as a
result of the recent negative claims development. The Board felt it was important to recognize this
potential collectively with the discussion of assessments and capitalization. The consensus was to
use a 20% increase scenario as the most likely for the liability program. Unfortunately the actuarial
studies completed in the spring of 2016 indicated higher than anticipated rate increases.
Ultimately, the Board approved a comprehensive financial plan based on the June 30, 2015 financial
statements, which indicated an overall deficit of $3.7 million in the liability program. Four years,
however, had deficits of nearly $25 million. The plan included the following:
1. Address the $25 million deficit in the liability program through the following:
a. Approval of an assessment of $12.5 million in the Liability Program, allocated to current
and former members, collected over seven years, with collection beginning in 2016/17;
b. Approval of a $12.5 million (approximated) capitalization charge in the Liability
Program at a rate of 4% of total liability program contributions, beginning with the
2017/18 program year budget, continuing for seven years, allocated to members
participating in coverage during that time; and
2. Approve a capitalization charge in the Workers’ Compensation Program at a rate of 4% of total
workers’ compensation program contributions, beginning with the 2017/18 program year budget,
continuing for seven years, and allocated to members participating in coverage during that time.
3. The Board also provided direction to ICRMA’s broker to request quotes which would reduce the
pool’s self-insured retention in both the liability and workers’ compensation programs from
$5 million to $3 million and $2 million respectively.
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The attached “Liability Program Net Position” table shows a comparison of the net position as of
June 30, 2015, March 31, 2016, and June 30, 2016. As presented in the table, the five deficit
liability fund years as of June 30, 2015 totaled $25.5 million, and were the basis for developing the
assessment and capitalization plan.
As the Board learned during its June meeting, losses for the deficit years again increased after the
plan was adopted. Based on claims development as of March 31, 2016, the losses in fund years with
deficits increased the total deficit years to $29.8 million.
When the plan was approved, the Board agreed annual review would be critical to adjust it to
changes in the program and its financial condition. With that in mind, ICRMA’s vendor partners
performed the annual review in September/October to ensure adequate time for the 2017-18 member
budgeting process. As of June 30, 2016, losses had once again increased, and the deficit fund years
now total approximately $38.26 million.
In addition to loss development, ICRMA’s self-insured retention reduction from $5M to $3M was
considered, and several plan revisions were proposed to an ad hoc committee for consideration at a
meeting on October 12. The ad hoc committee consisted of ICRMA President Tom Cody and Chu
Thai (Monterey Park), ICRMA Treasurer Anil Gandhy (Downey), Nick Kimball (San Fernando),
and Greg Borboa (Manhattan Beach).
Concerns About the Original Plan:
The assessment plan approved by the Board was developed to address $25.5 million in deficit years
by assessing $12.5 million and funding $12.5 million through future capitalization. Since that time,
there has been approximately $13.26 million more in loss development.
In accordance with the Bylaws, members are responsible for their share of deficits for the policy
years in which they participated. Adding a capitalization charge in 2017-18 inequitably pushes
deficit funding to members that remain with the program and future members and reduces ICRMA’s
competitiveness. Thus it is recommended ICRMA revise its financial plan to fully address all deficit
years through assessment and eliminate the capitalization charge.
Revised Approach:
If $12.5 million is shifted from capitalization to assessment, additional funds of approximately $13
million will be required to fully address the $38.2 million deficit in the various coverage periods.
This approach ensures members participating in the pool during those coverage periods share in the
responsibility to eliminate the deficit in accordance with ICRMA Liability Bylaws Section 2.6.1.
The attached spreadsheet recalculates the assessments by shifting $12.5 million from capitalization
to assessments and including the proposed additional assessment of $13 million. The assessment
calculation includes payment options of 7, 8, and 10 years for Board discussion and consideration.
Benefits to the revised approach include:
• All deficits are addressed (at the expected confidence level)
• It is fair and equitable as current and prior members are all responsible for their shares of the
deficit (no capitalization surcharge)
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•
•
•
•
•

Ongoing and future members are not burdened with the extra financial responsibilities of
members that left ICRMA (e.g. capitalization charge eliminated)
Capital to SIR ratio is favorable (equity 3-4 times the SIR)
ICRMA is able to record the assessments so the financial picture is better
The 2017-18 rate indications can be developed and provided to the members earlier
ICRMA is able to offer a competitive program going forward
o Funded at 70% confidence level at 2% discount
o $3 million pool self-insured retention

Liability Assessment: Payment in Full
The assessments declared are at the expected confidence level and are based on a discounted claim
liability. If a city would like to pay the total calculated assessment balance, ICRMA could offer a
10% assessment discount as an incentive for full payment. For example, if $1,000,000 was owed
over 10 years and the entire amount was paid, the city would pay $905,287. Annually ICRMA
would attribute a portion of the investment earnings to the earnings on the early payment at a fixed
rate to arrive at the balance of $1,000,000 over the ten year period. An early payment does not,
however, relieve the member/former member from its obligation for its share of future assessments
if adjustments need to be made.
Workers’ Compensation Program
Due to the continued loss development in liability, the focus has been primarily on the liability
program. The workers’ compensation program will be reviewed in early 2017, after the financial
audit and the actuarial study have been completed. While it is premature to determine without
analyzing updated loss and financial data, ICRMA may be in a position to also eliminate the 4%
capitalization charge in the workers’ compensation program. If losses haven’t increased
dramatically, the reduction in the program’s self-insured retention from $5M to $3M may render the
capitalization charge unnecessary.
Recommendations:
The ad hoc committee reviewed the information presented and made the following recommendations
for Board approval:
1. Eliminate the 4% capitalization charge (approximately $12.5 million) in the
liability program.
2. Declare a $25,755,688 assessment in the liability program to address years with
deficits (reflects a shift of $12.5 million from capitalization to assessments and
additional $13.26 million in assessments).
a. Add the additional assessment to the uncollected portion of the $12.5
million assessment approved in June 2016.
b. Divide the total assessment over the next 10 years.
c. Offer a 10% assessment discount to members and former members that
wish to pay the entire assessment balance at one time
d. Revise assessment totals for members and former members to reflect the
updated deficits for the years in which they participated.
i. Invoice updated assessment installment for members in the 201718 fiscal year
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ii. Extend the first assessment installment payment deadline for
former members to the 2017-18 fiscal year
e. Annually review claim development and ensure adequate liquidity.
3. Review the workers’ compensation program in early 2017 to determine if the 4%
capitalization charge is necessary.
Attachments:
1.
2.
3.
4.
5.
Prepared by:

Frequently Asked Questions
Liability Program Net Position as of 6/30/2015, 3/31/2016, and 6/30/2016
Revised Liability Program Assessments as of June 30, 2016
PowerPoint presentation
Applicable sections of the JPA and Liability Program Bylaws

RPA Team
James Marta, Director of Finance
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Frequently Asked Questions
About the Liability Program and the Assessment
Basic Program History/Summary
ICRMA has been in existence since 1980. Prior to 2016, it has never declared an assessment in 36 years.
During this same period, ICRMA has twice returned equity to its members totaling over $8,000,000. This
reflects the overall stability and program philosophy of sharing risk at a sustainable level.
As of June 30, 2015 ICRMA’s liability program had an overall deficit of $3,672,558 and individual deficit
program years of $26,780,456. On June 9, 2016, the ICRMA Board approved a long-term financial plan
which included an assessment in the Liability program, subject to annual review of the plan. The assessment
was approved at an amount of $12.5 million, beginning with the 2016/2017 budget cycle, and is to be
collected over seven years. The plan did not include assessments for all of the deficit years, as some of the
projected deficit years were too new to include in the plan due to a lack of maturity in the claims for those
years. Recognizing the anticipated claim deficit, however, the Board additionally implemented a $12.5
million capital funding plan, for a total of $25 million of future collected funds to pay claims.
The financial plan was based on an independent evaluation performed by Independent Consulting and Risk
Management Services, LLC and presented by Bickmore, the administrator and financial advisor at the time.
In 2016, ICRMA changed financial and pool administrators to Marta & Associates and Risk Pool
Administrators, respectively, and they began the annual financial plan review. During this time, updated
claims information valued at June 30, 2016, showed substantial development in claims. The updated deficit
for the negative program years as of June 30, 2016 grew to $38,255,688. This reflects a net increase of
$13,255,688in needed funds. Below you will find the original approved assessment plan, as well as the
associated loss data information.

Type
Participants

Date Valued
June 30, 2015
March 31, 2016
June 30, 2016

Assessment Plan Components 6/09/16
Assessment
Capitalization
$12.5M
$12.5M
Members by Program Year
Current Members
Loss Valuations
Positive Program Years
Negative Program Years
$23,107,898
$(26,780,456)
$22,299,639
$(30,270,631)
$20,932,002
$(38,255,688)

Total
$25M

Net Position/(Deficit)
$(3,672,558)
$(7,970,992)
$(17,323,686)

Claims Background:
ICRMA members have incurred numerous catastrophic claims over the past 36 months and experienced large
development on past claims from both former and current members. One large occurrence resulted in two
claims to the pool totaling $10 million dollars, which dramatically affected its financial condition and net
position as of June 30, 2015. This occurrence and other claims have continued to develop through June 30,
2016.

Revised 11/07/2016
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ICRMA and Funding:
1. ICRMA is a risk sharing pool which bears risk at varying layers, and purchases insurance above these
layers.
2. Members join together to share losses in the pooled layer.
3. The ICRMA Board sets funding levels and rates. The ICRMA Board is composed of one voting
member from each member city.
a. Rates are set to cover losses within a range based on actuarial data.
b. For program years 2011/12 and 2012/13, the Board set the rate at the expected or “central”
value of claims. In other words, it was equally likely that the funding would be sufficient or
deficient.
c. This was a conscious decision by the Board based on economic times and the philosophy of
the participating members.
d. Primarily due to multiple catastrophic losses, the overall losses exceeded the funded range
(see chart below)
e. Former and current members’ claims have driven the need for an assessment.
Chart 1 – Losses by Program Year
Definitions:
IBNR – Incurred But Not
Reported Claims – Not all
claims are immediately known
in the policy year
ULAE – Unallocated Loss
Adjustment Expenses
Case Reserve – Amount
Expected To Be Paid In The
Future
Claim Paid – Actual Dollars
Already Paid on Claims
Presented

4. Members share risk by program year
a. The annual amount each member pays for the liability program is the best actuarial estimate
of what will be needed to fund the claims for the given program year.
b. The amount billed is an estimate because the largest expense, claims, is not a fixed known
cost.
c. If the claims are more than the total members’ contributions in that program year, then the
difference is assessed in proportion to each member’s share of the original risk-sharing
contributions.
New Look at the Deficit and Financial Plan by Newly Hired Vendors:
(Note: New Administration, Financial, and Liability Program Management vendors formed a new
ICRMA management team on July 1, 2016. The new team began reviewing information during a
transition period; however, Bickmore remained the provider of all these services until June 30, 2016.)
In summary, the financial plan adopted in the spring of 2016:
1. Did not include all of the deficits in the various program years
2. Was based on claim values as of June 2015
3. Addressed approximately half of the deficit program years through “capitalization” (i.e. billing future
program years for capital funding that was needed as a result of deficit program years). Thus, not all
responsible members (per Bylaws) would be participating in the “true up” of the deficit in the years in
which they were members.

Revised 11/07/2016
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The new team conducted a thorough review of the underlying losses and claim development, and
analyzed the strength and philosophy of the plan to fund the program year deficits. The team also
determined that, according to the Bylaws, the negative years must be funded by the members who
participated in those deficit program years.
Chart 2 – Comparison of Adopted Plan to Recommended Revised Plan
$45,000,000
$40,000,000
$35,000,000
$30,000,000
$25,000,000

Capitalization

Converted
capitalization to
assessment

$20,000,000
$15,000,000

Assessment
Deficit

added loss development to
plan

$10,000,000
$5,000,000
$0




Original Plan

Increase in
deficits

Revision to
Plan

Revised Plan

Adopted plan addressed $25M, thus net change from adopted plan to recommended plan is an increase of $13,255,688
Total declared assessments of $38,255,688 ($12.5M already adopted + $12.5M moved from capitalization + $13.25M new claim
development)

Original Plan

Deficit

Assessment

Capitalization

Total Supplemental Call

$26,780,456

$12,500,000

$12,500,000

$25,000,000

$38,255,688

$0

$38,255,688

(6/30/15 losses)

Increase in Deficit

$13,255,686
(6/30/16 Losses)

New Plan

Revised 11/07/2016
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FAQs about the Assessment
1.

Why is there an assessment?
A. The 2003/04, 2011/12, 2012/13, 2013/14 and 2014/15 program years have member claims that
exceed the amounts collected based on the actuarially estimated member contribution.
B. The assessment covers the deficits by bringing funding to zero at an expected confidence level.
Chart 3 - Deficit Years at Various Claim Valuation Dates

2.

What is the assessment for?
A. The assessment is necessary to pay member claims that have increased in cost and/or recently
been reported for the program years shown to be in deficit positions.
B. The assessment is the shortfall between amounts collected from the members in certain program
years (assets available to pay claims) and the amount that will ultimately be paid out of the
ICRMA pooled layer. The liability program has incurred substantial losses that exhausted the
amounts collected based on the actuarial central estimate for certain program years.
C. Members and former members are only assessed for their share of program years in which they
were members.

3.

Is ICRMA collecting too much through the assessments?
The recommended total assessment of $38.2M brings the deficit claim years to $0 at the expected
confidence level. ICRMA is only collecting what it needs. The assessment was calculated at the
expected level, which relies on the fact that ICRMA has capital available in other years.

4.

How were the assessments calculated?
A. Based on the Bylaws, the shortfall is calculated by program year as a sum of contributions and
investment income received, less paid claims, case reserves, IBNR reserves, reinsurance, and
administrative cost.
B. Members are assessed pro rata based on their pooled share for each program year assessed. For
example, if the city was underwritten as 10% of the total shared risk premium, then the city has a
10% share of any assessment for that program year.

Revised 11/07/2016
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5.

Our agency hasn’t had any losses, why does our city have to pay such a high percentage of the
assessment?
A. ICRMA is a risk sharing pool of member cities. The members’ risk sharing agreement is based on
the member-proportionate or pro rata, risk share as originally underwritten. Using the example
from above, if the member city had all of the losses or none, the member would still be
responsible for its proportionate share based on the original premium.
B. Each member’s loss history, payroll, and selected member retained limit are built into the rates
the Board approves in the budget at the beginning of the program year. Once that share is
established, it is also the member’s share of any deficit.
C. Loss experience for past years may influence future rates for each member.
D. A member’s share may differ from program year to program year based on the exposures, losses,
member retained limit, and coverage provided.

6.

Why do ICRMA members and former members have to pay the assessment?
Members participating in the deficit years are contractually responsible for their share of the deficit,
regardless of whether the member has withdrawn. The withdrawn member is unable to vote on the
financial plan adopted to eliminate the deficits, because it no longer participates on the Board. As a
reminder:
A. ICRMA is a risk sharing pool made up of member cities and governed by a joint powers
agreement.
B. It shares risks by financing losses among its members.
C. ICRMA offers coverage for its members through a memorandum of coverage.
D. Every member of each program year must fund the deficits.
E. In accordance with Section 2.6 of the ICRMA By-Laws, assessments may be levied on the
participant for the risk sharing layer of any program year(s) when an actuary finds that the assets
of Liability Program, as a whole, do not meet the expected discounted losses of the Liability
Program.
F. Following is an excerpt from ICRMA’s Liability Bylaws:
Section 2.5 Dividends and Assessments
2.5.1 Dividends
2.5.1.1 Five years after the end of the program year, the first dividend calculation shall be
performed. Each year thereafter there shall be an additional dividend calculation made until such
time as the program year is closed. Any dividends available to be declared and returned to the
participants will be at the discretion of the Governing Board.
2.5.1.2 Calculation
2.5.1.2.1 Dividends are available to be declared only at such time as the LP [Liability Program]
has equity, with liabilities actuarially stated, discounted at a 90% confidence level. The
calculated amount shall represent the maximum dividend available to be declared.
2.5.1.2.2 This amount shall be reduced if the two succeeding years (after the fifth program year
reaches eligibility) have negative equity, with liabilities actuarially stated at an expected
confidence level.
2.5.1.2.3 Each participant’s share of any dividends shall be allocated based upon the method by
which the deposit premiums were collected, beginning with the oldest program year. However,
until the last claim of a program year has been paid and the program year has been closed, the
program year must maintain sufficient funds to satisfy the 90% confidence level discounted
requirement.
Section 2.6 Assessments
2.6.1 As approved by the Governing Board, assessments may be levied on the participant for the
risk sharing layer of any program year(s) when an actuary finds that the assets of the LP, as a
whole, do not meet the expected discounted losses of the LP. Each participant’s share of the
assessment shall be allocated based upon the method by which the deposit premiums were

Revised 11/07/2016
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collected for the risk sharing layer of each respective program year being assessed. If such
assessment is not sufficient to relieve the pool of its actuarial determined deficit in the year of the
assessment, such assessment shall be levied each subsequent year until the actuarial deficit is
relieved. The timing of the payment shall be determined by the Governing Board at the time of the
assessment.
2.6.1 Equity, from the risk sharing layer, may be exchanged between eligible program years if
sufficient funds are available. The transfer of equity will be performed such that the individual
participant’s share of equity is separately applied so as to maintain the integrity of each
participant’s balance.
7.

Will dividends be declared in the older program years with positive equity balances?
No. According to the Liability Bylaws section 2.5.1.2.1, dividends are available to be declared only at
such time as the Liability Program has equity such that all program years together are at the 90%
confidence level. The Liability Program equity does not currently meet that requirement.

8.

It appears there are funds available in other program years. Can those funds be applied to the
deficit years?
The Bylaws only allow equity exchange between years if sufficient funds are available. ICRMA
Bylaws and adopted financial benchmarks require fund sufficiency at a 90% confidence level.
Currently, the Liability Program does not meet the 90% confidence level.

9.

Can the ICRMA Bylaws be changed to allow equity transfers, even though the financial
benchmarks have not been met?
The Bylaws in general can be amended, but a member’s rights and obligations under any given
program year would not be altered. The Board may approve equity transfers as it deems appropriate,
if sufficient funds are available and if the Board determines it would be fiscally prudent to do so. The
financial benchmarks have not been met, however, and moving funds from recent years, or years in
which there is active claims activity, runs a high risk of additional unforeseen assessments. ICRMA
members need to be confident that there is equity in those years to provide for loss development.

10.

What if a member or former member refuses to pay?
A. ICRMA is a Joint Powers Authority organized under the California Government Code. As such,
each member is responsible for funding its share. The Joint Powers Agreement (JPA) outlines the
responsibilities among the members.
B. These responsibilities have been litigated in the past for California risk sharing pools. In the Court
of Appeal of the State of California, Fifth Appellate District in the case of Schools Alliance for
Workers’ Compensation II vs. Fresno County Office of Education, the court upheld the judgement
for the risk sharing pool. The member was required to pay their share of the assessment, plus
interest.

11.

If the City leaves the pool, does it have to pay the assessment?
As discussed above, leaving the pool does not remove the city’s obligation to pay the assessment.

12.

What if a member is unable to pay its share?
A. The proposed assessment plan is designed to cover the program year deficits and to ensure
adequate cash flow to pay claims that will be coming due. The payments are proposed to be
spread over ten years, to help members with the obligation.
B. If a member is unable to pay their share in accordance with the plan, they can issue debt financing
on their own to cover the required payments.

Revised 11/07/2016
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13.

How long is the assessment plan?
The original plan was for seven years. The proposed revised plan offers two choices:
A. Lump sum payment
B. Agreement to make scheduled payments over the next ten years.

14.

Will a “discount” be offered if the assessment is paid in full?
The proposed revised plan includes a 10% discount on the ten year assessment balance if paid at the
beginning. Payment of the assessment does not remove your agency’s responsibility if additional
assessments are declared.

15.

Can the assessment be collected over a longer period of time?
The members could consider extending the assessment period, however, ICRMA needs to ensure
there is adequate cash flow. Assessment goals include making the deficit years whole again, avoiding
cash-flow issues, ensuring the assessments are manageable, and improving the presentation of
ICRMA financial statements.

16.

When is the assessment invoice due?
The billing on the new plan will be made in June 2017 and the assessment invoice will have a Net 30
term, making it due in July, 30 days after the invoice has been created. Unpaid balances after 30 days
shall be assessed a penalty in accordance with Section 13.3.1 of the ICRMA Bylaws. Interest shall
accrue on unpaid balances as well.

17.

Will the assessment change?
Claim liabilities may change based on ultimate settlements and expenses. The reported claims have
been reviewed by the TPA claim adjusters and/or the Liability Program Manager to ensure claim
values have been properly updated and recorded. In addition, the actuarial expected development has
been added. These losses and the related deficit have been recorded at the expected confidence level.
The Board will review the plan annually to determine the progress and the related claims
development.

18.

What is the impact of claims development?
An evaluation in October 2016 of reported losses through August 2016 showed that claims incurred
increased by over $13 million, which is the basis of the updated assessment.

19.

Is a document which details the assessments available?
Yes. A document which details payroll, contributions made, and calculated risk sharing balance is
available upon request.

20.

What is capitalization and why was it abandoned?
Capitalization is forward-looking funding to provide base capital for future losses. Capitalization was
abandoned because:
A. The deficits in the 2011/12 and 2012/13 program years were due to lean funding plus losses that
were in excess of the actuarially determined expected amounts.
B. The capitalization program did not provide for funding the deficits in accordance with the
Bylaws, which require members and former members that participated in deficit program years
to pay their proportionate share of the deficit if assessments are declared.
C. Once the negative program years are funded with assessments, along with the reduction of the
self-insured retention as previously discussed, there is no current need for additional
capitalization.

21.

What role do the member retained limits play in the assessments?
Every member has a retained limit which is applied to each and every loss. In the coming months,
ICRMA will be reviewing all member retained limits to ensure they continue to be appropriate.

Revised 11/07/2016
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22.

Did ICRMA miss something?
Prior to 2011-12, ICRMA had “normal” to “good” loss experience (see Chart 1). In the past, ICRMA
has declared dividends of $8.26M. The pool funded based upon an actuarial estimate of most likely
losses. However, the loss experience was outside of the expected range. In 2011-12, the Board elected
to increase the pool’s self-insured retention to $5M. This decision was made due to many years of
stable claims experience, the adequate net position of the pool (see Chart 4), and the difficult
economic times the cities were facing. When the 2014 decrease in net position (i.e. surplus) occurred
due to a catastrophic loss, the Board proactively hired a consultant to provide recommendations to the
Board. Unfortunately, several additional catastrophic losses occurred and the net position dropped
dramatically, as depicted in the chart.
Chart 4 – Liability Program Net Position
by fiscal year (in millions)
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23.

What has the ICRMA Board done to reduce liability program volatility in future years?
A. 2013-14: Began funding MRL - $3M at 70% confidence level (previously funded at expected).
B. 2013-15: Approved multiple enhancements to the liability program to help ICRMA more
effectively manage losses (e.g. data requirement provisions, members required to use a TPA,
updated Litigation Management Policies & Procedures, regular attorney review).
C. 2014-15: Added multi-member clash coverage to reduce the potential loss experience variability.
For example, when two members experienced a claim occurrence together, the exposure was $10
million dollars to ICRMA ($5M pool retention x 2 members). If that claim occurred under the
current memorandum of coverage and reinsurance policies, the pool would only be responsible
for one $3M occurrence versus the previous $10M.
D. 2016-17: Reduced the pool exposure from $5M per occurrence to $3M per occurrence.
E. Approved contract in 2016/17 for a new liability program manager to focus on claims in
ICRMA’s layer and implement a more comprehensive litigation control program. These programs
will provide a deeper level of claim evaluation and strategy which results in more aggressive
claim resolution.
F. Approved an underwriting policy for current and prospective members in 2015.

Revised 11/07/2016
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24.

What is the outlook for ICRMA?
For over 35 years, ICRMA has provided stable rates and consistent coverage for its members. As
described above, ICRMA has implemented numerous changes which place it in an extremely
favorable position with regards to financing and overall program success. ICRMA is developing a
thoughtful financial plan, and has an active Board and dedicated members. ICRMA continues to
evolve to meet its members’ needs, regularly setting organizational goals & objectives intended to
help member cities increase risk management awareness, explore new coverage options, and reduce
losses.

Revised 11/07/2016
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Assessment Plan Developed

Net Position
Before
Assessment
Program Year
Prior Years
2000/2001
2001/2002
2002/2003
2003/2004
2004/2005
2005/2006
2006/2007
2007/2008
2008/2009
2009/2010
2010/2011
2011/2012
2012/2013
2013/2014
2014/2015
2015/2016
Totals $

3,006,192
986,633
1,877,956
(4,453,253)
3,548,924
680,053
6,490,938
1,719,517
1,041,404
165,372
2,048,374
781,891
(877,701)
(4,052,740)
(17,396,762)
760,644
(3,672,558)

6/30/2015
Original
Assessment
Allocation

4,453,253

877,701
4,052,740
3,116,306

$ 12,500,000

Claim Development of $8 million

Claim Development of $4.3 million

Net Position
After
Assessment

3,006,192
986,633
1,877,956
3,548,924
680,053
6,490,938
1,719,517
1,041,404
165,372
2,048,374
781,891
(14,280,456)
760,644
$ 8,827,442

Deficit Years $ (26,780,456)

Not addressed in the original plan as assessments.
Instead addressed through $12.5M capitalization
plan.

3/31/2016
Revised
Assessment
Allocation

Net Position
Before
Assessment

$
$

3,006,192
991,450
1,877,956
1,404,242
(2,308,572)
680,052
6,490,937
1,668,349
1,041,464
872,432
2,350,739
1,084,089
(2,165,562)
(7,664,082)
(16,916,763)
(1,215,652)
831,737
(7,970,992)
(30,270,631)

Adopted plan
Deficits not covered
Additional develp.
Unaddressed by plan
Total deficit
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2,308,572

2,165,562
7,664,081
361,785

$

$

12,500,000

12,500,000
(17,770,630)
(7,985,058)
(25,755,688)
$ 38,255,688

(A)
3/31/2016
6/30/2016
(B)
(A) + (B)

Net Position
After
Assessment

Net Position
Before
Assessment

3,006,192
991,450
1,877,956
1,404,242
680,052
6,490,937
1,668,349
1,041,464
872,432
2,350,739
1,084,089
(1)
(16,554,978)
(1,215,652)
831,737
$ 4,529,008

3,006,192
991,450
1,877,956
1,404,242
(2,308,572)
680,052
6,490,937
1,668,146
1,041,464
872,088
1,281,879
785,859
(4,149,603)
(13,619,158)
(16,940,004)
(1,238,351)
831,737
$ (17,323,686)
$ (38,255,688)

6/30/2016
Proposed New
Assessment
Allocation

2,308,572

4,149,603
13,619,158
16,940,004
1,238,351
$

38,255,688

Net Position
After
Assessment

3,006,192
991,450
1,877,956
1,404,242
0
680,052
6,490,937
1,668,146
1,041,464
872,088
1,281,879
785,859
831,737
$ 20,932,002

Deficits not covered and additional development
that needs to be addressed

Liability Program 6-30-2016
Red - Withdrawn
Member:
Alhambra
Arcadia
Azusa
Baldwin Park
Bell
Buena Park
Chino
Colton
Costa Mesa
Culver City
Downey
El Monte
El Segundo
Fullerton
Glendora
Hawthorne
Hermosa Beach
Huntington Park
Indio
Inglewood
Lynwood
Manhattan Beach
Monrovia
Monterey Park
Palm Springs
Redondo Beach
San Fernando
South Gate
Upland
Vernon
West Covina
Whittier
Total
Current Assessment
Additional amt needed at Expected
Net Position after proposed assessment
Recent increase in IBNR (Bickmore)

Member SIR - $3M

Member SIR - $3M

Funded at

funded at expected

funded at expected

70%

Funded at Funded at

Total
Member
2014/15 2015/16
Net Assets (Deficit)
(108,107)
(1,756,226)
0
WD
431,521
(62,897)
(1,243,725)
(41,149)
(569,794)
(27,009)
345,180
0
120,245
0
448,764
0
(871,671)
0
WD
29,655
(89,856)
(1,633,160)
(23,046)
(493,570)
(64,757)
(790,960)
(64,264)
(885,467)
X
0S
0
(42,443)
(566,812)
(78,162)
(1,279,268)
(58,487)
(1,049,708)
(52,800)
(616,819)
WD
186,090
0
(72,134)
(1,500,652)
(54,164)
(1,367,006)
(60,770)
(836,631)
(64,153)
(1,025,726)
(73,401)
(748,339)
WD
0
105,335
(75,519)
(981,128)
(30,346)
(432,070)
(94,886)
(2,044,595)
0
(421,071)
0
WD
97,742
WD
0
435,589
WD
0
477,331
70%

2003/04
(162,648)
(83,765)
(69,709)
(79,742)
(60,111)
(92,081)
(96,051)
(77,865)
0
(75,724)
0
(194,784)
(118,432)
0
(72,799)
(141,683)
(58,101)
(124,301)
0
(89,165)
(69,506)
(64,344)
(76,918)
(110,422)
0
(129,528)
(43,645)
(78,146)
(57,498)
0
0
(81,604)

2011/12
(316,000)
0
(198,910)
(151,287)
0
0
0
(151,835)
0
(252,552)
(84,871)
(252,988)
(182,181)
0
(127,161)
(233,807)
(194,849)
(187,694)
0
(276,701)
(186,013)
(144,912)
(169,711)
(200,904)
0
(211,900)
(85,024)
(342,299)
(198,006)
0
0
0

2012/13
(1,205,221)
0
(685,050)
(506,551)
0
0
0
(534,208)
0
(808,935)
(271,603)
(726,056)
(593,740)
0
(433,021)
(786,970)
(599,590)
(564,166)
0
(685,147)
(733,519)
(519,375)
(597,856)
(585,196)
0
(737,905)
(297,672)
(1,046,709)
(700,667)
0
0
0

2013/14
(1,460,018)
0
(839,217)
(598,839)
0
0
0
(723,693)
0
(1,111,153)
(278,017)
(889,447)
(825,463)
0
(562,314)
(1,159,831)
(795,197)
(742,883)
0
(961,976)
(934,577)
(737,379)
(748,180)
(745,290)
0
(986,451)
(391,582)
(1,448,497)
0
0
0
0

(2,308,572)
2,308,572
0

(4,149,603)
2,165,562
1,984,041

(13,619,158)
7,664,081
5,955,077

(16,940,004)
361,785
16,578,219

2,000,000

6,000,000

(60,882)

(1,238,351)
1,238,351

(18,436,943)
12,500,000
25,755,688
19,818,745
8,339,118

Total by

Option

Option

Option

Member of
Defict Years

7 Year Plan
Annual Assessment

8 Year Plan
Annual Assessment

10 Year Plan
Annual Assessment

(3,251,994)
(83,765)
(1,855,783)
(1,377,568)
(87,120)
(92,081)
(96,051)
(1,487,601)
0
(2,338,220)
(657,536)
(2,128,032)
(1,784,079)

(81,604)

(464,571)
(11,966)
(265,112)
(196,795)
(12,446)
(13,154)
(13,722)
(212,514)
0
(334,031)
(93,934)
(304,005)
(254,868)
0
(176,820)
(342,922)
(243,746)
(238,835)
0
(297,875)
(282,540)
(218,111)
(236,688)
(245,031)
0
(305,900)
(121,181)
(430,077)
(136,596)
0
0
(11,658)

(406,499)
(10,471)
(231,973)
(172,196)
(10,890)
(11,510)
(12,006)
(185,950)
0
(292,277)
(82,192)
(266,004)
(223,010)
0
(154,717)
(300,057)
(213,278)
(208,980)
0
(260,640)
(247,222)
(190,848)
(207,102)
(214,402)
0
(267,663)
(106,034)
(376,317)
(119,521)
0
0
(10,200)

(325,199)
(8,377)
(185,578)
(137,757)
(8,712)
(9,208)
(9,605)
(148,760)
0
(233,822)
(65,754)
(212,803)
(178,408)
0
(123,774)
(240,045)
(170,622)
(167,184)
0
(208,512)
(197,778)
(152,678)
(165,682)
(171,521)
0
(214,130)
(84,827)
(301,054)
(95,617)
0
0
(8,160)

(38,255,688)

(5,465,098)

(4,781,961)

(3,825,569)

(1,237,737)
(2,400,453)
(1,706,223)
(1,671,844)
(2,085,124)
(1,977,778)
(1,526,780)
(1,656,818)
(1,715,215)
(2,141,303)
(848,269)
(3,010,537)
(956,171)

38,255,688
Years assessed
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Long Term Financial Plan
King Hammurabi's Code
• The concept of spreading risk has been around
as long as human existence. Whether it was
hunting giant elk in a group to decrease the
risk of being the one gored to death, or
shipping cargo in several different caravans to
avoid losing the whole shipment to a
marauding tribe, people have always been
wary of risk.
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Long Term Financial Plan
Why are we here?
• ICRMA is a risk financing pool, not insurance
- Losses are shared

• Board sets the funding rates
• Rates are an estimate
– Rates were set at expected level several years
– SIR of $5M for several years

• Claims are the claims, and need to be paid
• Negative years need to be made “whole”
Page 21

Long Term Financial Plan
ICRMA
• Each policy year is underwritten with
members’ shares being allocated according to
the cost formulas that include member payroll
and loss history.
• These factors determine in advance the loss
potential share of each member.
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Long Term Financial Plan
Rates
• Member rates include three main
components:
– Expected loss funding
– Excess/reinsurance premium
– Program operations

Page 23

Long Term Financial Plan
Loss Funding
• Loss funding is determined by actuarial
estimate.
– Review member history
– Review industry history
– Review loss potential
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Long Term Financial Plan
Confidence Level
50th Percentile

Expected Value
(average)

Median

Black swan lives here!

10% 20% 30% 40%

90%
70%
Factor of 1.15
Factor of 1.50

50%

Loss
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More
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Long Term Financial Plan

Sample Claim Histogram
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Long Term Financial Plan
ICRMA Claim Histogram

Bin

More than 90 percent of your
claims are here
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More

5,000,000

4,000,000

3,750,000

3,500,000

7,500,000

6,521,744

4,891,317

3,260,889

2,934,804

2,608,718

2,282,633

1,956,548

1,630,462

1304377

978291.3

652205.9

326120.4

0

Frequency
35
1
326120.4
450
652205.9
47
978291.3
24
1304377
18
1630462
3
1956548
10
2282633
2
2608718
0
2934804
1
3260889
3
3586975
0
3913060
0
4239146
0
4565231
0
4891317
1
5217402
0
5543487
0
5869573
0
6195658
0
6521744
1
6847829
0
7173915
0
More
2

Long Term Financial Plan
Policy Year Claims

Rates are set using
historical loss data

Page 28

Long Term Financial Plan
Original Financial Plan
• Assessment of $12.5 million approved by the Board in January
2016 plus $12.5 million in capital funding; Total $25M
• Assessments partially addressed the $25 million deficit
• 2013/14 coverage period still had $14M deficit after applying
the $12.5M in assessments
• Final allocation approved in June 2016
• Collection began in 2016, spread over seven years
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Long Term Financial Plan
Where we are now
• Liability Program at overall June 30, 2016, has
an estimated deficit of $18.4 million
– Estimated deficit of approximately $38.3 million in
5 coverage periods (negative policy years)
– Projected positive years of approximately $21
million in the other coverage periods
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Long Term Financial Plan
Review of Deficit Years
Assessment Plan Developed

Claim Development of $8 million

Claim Development of $4.3 million

6/30/2015

3/31/2016

6/30/2016

Net Position

Original

Net Position

Net Position

Revised

Net Position

Net Position

Proposed New

Before

Assessment

After

Before

Assessment

After

Before

Assessment

Net Position
After

Assessment

Allocation

Assessment

Assessment

Allocation

Assessment

Assessment

Allocation

Assessment

3,006,192
986,633
1,877,956
3,548,924
680,053
6,490,938
1,719,517
1,041,404
165,372
2,048,374
781,891
(14,280,456)
760,644
$ 8,827,442

3,006,192
991,450
1,877,956
1,404,242
(2,308,572)
680,052
6,490,937
1,668,349
1,041,464
872,432
2,350,739
1,084,089
(2,165,562)
(7,664,082)
(16,916,763)
(1,215,652)
831,737
$ (7,970,992)
$ (30,270,631)

3,006,192
991,450
1,877,956
1,404,242
680,052
6,490,937
1,668,349
1,041,464
872,432
2,350,739
1,084,089
(1)
(16,554,978)
(1,215,652)
831,737
$ 4,529,008

3,006,192
991,450
1,877,956
1,404,242
(2,308,572)
680,052
6,490,937
1,668,146
1,041,464
872,088
1,281,879
785,859
(4,149,603)
(13,619,158)
(16,940,004)
(1,238,351)
831,737
$ (17,323,686)
$ (38,255,688)

Program Year
Prior Years
2000/2001
2001/2002
2002/2003
2003/2004
2004/2005
2005/2006
2006/2007
2007/2008
2008/2009
2009/2010
2010/2011
2011/2012
2012/2013
2013/2014
2014/2015

3,006,192
986,633
1,877,956
(4,453,253)
3,548,924
680,053
6,490,938
1,719,517
1,041,404
165,372
2,048,374
781,891
(877,701)
(4,052,740)
(17,396,762)
760,644

4,453,253

877,701
4,052,740
3,116,306

2015/2016
Totals $ (3,672,558)

$ 12,500,000

Deficit Years $ (26,780,456)

Not addressed in the original plan as assessments.
Instead addressed through $12.5M capitalization
plan.

2,308,572

2,165,562
7,664,081
361,785

$ 12,500,000

Adopted plan
Deficits not covered
Additional develp.
Unaddressed by plan
Total deficit

$ 12,500,000
(17,770,630)
(7,985,058)
(25,755,688)
$ 38,255,688
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(A)
3/31/2016
6/30/2016
(B)
(A) + (B)

2,308,572

4,149,603
13,619,158
16,940,004
1,238,351
$ 38,255,688

3,006,192
991,450
1,877,956
1,404,242
0
680,052
6,490,937
1,668,146
1,041,464
872,088
1,281,879
785,859
831,737
$ 20,932,002

Deficits not covered and additional development
that needs to be addressed

Long Term Financial Plan
Liability Program Net Position
Date Valued

Positive Policy Years

Negative Policy Years

Net Position/(Deficit)

June 30, 2015

$23,107,898

$(26,780,456)

$(3,672,558)

March 31, 2016

$22,299,639

$(30,270,631)

$(7,970,992)

June 30, 2016

$20,932,002

$(38,255,688)

$(17,323,686)
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Long Term Financial Plan
Liability Program Net Position
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Long Term Financial Plan
Concerns About Original Plan
• Used combination of assessment &
capitalization to fund deficit
– Original plan did not address all of the deficits
through assessment
– Capitalization charge to be added in 2017-18:
• Reduces ICRMA’s competitiveness
• Pushes deficit funding on future members

• 10 members have withdrawn from the years
that have deficits
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Long Term Financial Plan
Revised Approach
• Eliminate $12.5 million in capitalization
• Focus on eliminating all deficits
– Revise the assessment plan to include all policy
years with deficits
– Requires declaration of $25.7 in assessments (shift
$12.5 million from capitalization and additional
$13.2 million in assessments)
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Long Term Financial Plan
Revised Approach
• Recalculate total assessments
– 7, 8, or 10 year repayment period
– Offer 10% discount on assessment if pay in full (10
year plan)
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Long Term Financial Plan
Original plan, deficit, revised deficit, revised plan

Net change from old plan to new plan is $13,255,688
With $12.5M moved from capital asssessment to assessment
which gets to our new plan of $25,755,688.
Deficit

Assessment

Original Plan
Increase in deficits

$13,255,688

Revision to Plan

$13,255,688

Revised Plan
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Capitailization

$12,500,000

$12,500,000

$12,500,000

$12,500,000

$38,255,688

Long Term Financial Plan
Benefits of Revised Approach
1. Addresses all negative years (unfinished
business)
2. Fair & equitable as current and prior members
are all responsible for their shares of the deficit
3. Current and future members not burdened with
extra financial responsibilities of members that
left ICRMA
4. Capital to SIR favorable (equity 3-4 times the
SIR)
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Long Term Financial Plan
Benefits of Revised Approach
5. Able to record the assessment so financial
picture is better
6. Able to develop 2017-18 budget and provide
rate indications earlier
7. ICRMA able to offer a competitive program
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Long Term Financial Plan
Authority to assess
– Liability Bylaws section 2.6.1 allows assessments
of members participating in deficit years
– Members responsible for their share of deficits for
every coverage period they were a member
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Long Term Financial Plan
How do we Ensure the Additional
Assessment Be Enough?
• Assessment at various confidence levels:
• Expected:

$25.7 million

• 70%-80%:

$32.8 million

• 90%:

$49.7 million
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Long Term Financial Plan
Steps we took to improve financial health
1. Reduced the pool exposure from $5 million per
claims to $3 million starting the 2016/2017 policy
year through the purchase of additional insurance.
That change has reduced the potential variability of our loss
experience. For example; we experienced an occurrence that was
determined to be two events and we have a $10 million dollar
exposure. Under the new coverage and retention, if that claim
occurred under our new policies we would only be responsible for
$3 million.

2. Approved changes in the underwriting in 2015.
3. Approved funding the core retention layer and
corridor layer at the 70% confidence level.
4. Approved contract in 2016/17 for a new liability
program manager.
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Long Term Financial Plan
Risk Sharing - Pooling
• ICRMA is a risk sharing pool
• Each member has exposure
and loss potential
• You have agreed to share
this risk and distribute
losses among each other
• After many years of shared
good experience you now
must share the losses.
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Long Term Financial Plan
Recommendations
1. Eliminate the 4% ($12.5M) liability capitalization
charge
2. Declare a $25,755,688 assessment in the liability
program to address years with deficits
•
•

Add additional assessment to uncollected portion of
existing $12.5M assessment
Divide total assessment over the next 10 years

–
–

•

Revised assessment due in 2017-18 fiscal year
Recalculate assessments and extend first installment deadline
for former members to 2017-18 fiscal year

Offer a 10% assessment discount for complete payment of
assessment balance owed.
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Long Term Financial Plan
Recommendations
3. Annually review claim development and
ensure adequate liquidity
4. Review the WC program in 2017 to evaluate
need for capitalization charge
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In Closing

Questions?
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ICRMA Bylaws
Section 13.4 - Actuarial Soundness of Programs
All self-insured risk management programs of the Authority shall be based on actuarial soundness at all
times. The condition of each such program shall be tested by an independent actuary on an annual basis.
The condition of each open program year within each such program shall be tested to determine its
actuarial soundness. If it is determined by the actuary that any year is no longer actuarially sound, the
appropriate actions as described in the Bylaws of each program shall be taken. In addition, upon approval
of a majority of members in the program, the Governing Board reserves the right to assess the members
of any program an amount determined by the Governing Board to be necessary for the soundness of the
program and to allocate such assessment to the members in a fair and equitable manner.
13.5.2 The withdrawal or expulsion of any member of any risk management program after the effective
date of such pooling program shall not terminate its responsibility to contribute its share of premiums or
funds to any fund or insurance program created by the Authority. All current and past members shall be
responsible for their respective share of the expenses, as determined by the General Manager, until all
claims, or other unpaid liabilities, covering the period of the member’s participation in the risk
management program have been finally resolved and a determination of the final amount of payments
due by, or credit to, the member for the period of its participation has been made by the Governing
Board. All past members shall receive any distribution of dividends based on the same methodology of
the current members. The withdrawal or expulsion of any member from any program shall not require the
repayment or return to that member of all or any part of any contributions, payments, advances, or
distributions except in conformance with the provisions set forth herein and in the risk management
program’s Bylaws.
Section 14.2 - Remedies on Default
14.2.1 Whenever any event of default referred to in Section 14.1 of this article shall have occurred, it
shall be lawful for the Authority to exercise any and all remedies available pursuant to law or granted
pursuant to the Agreement and these Bylaws, including, but not limited to increasing a member’s
retention, penalty or assessments, canceling member’s coverage, or expulsion of the member. However,
no remedy shall be sought for defaults, until the member has been given 30 days written notice of default
from the Governing Board, except defaults under Sections 14.1.1.4, 14.1.1.5, and 14.1.1.6 in Section
14.1.1.
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Section 2.5 Dividends and Assessments
2.5.1 Dividends
2.5.1.1 Five years after the end of the program year, the first dividend calculation shall be performed.
Each year thereafter there shall be an additional dividend calculation made until such time as the program
year is closed. Any dividends available to be declared and returned to the participants will be at the
discretion of the Governing Board.
2.5.1.2 Calculation
2.5.1.2.1 Dividends are available to be declared only at such time as the LP has equity, with liabilities
actuarially stated, discounted at a 90% confidence level. The calculated amount shall represent the
maximum dividend available to be declared.
2.5.1.2.2 This amount shall be reduced if the two succeeding years (after the fifth program year reaches
eligibility) have negative equity, with liabilities actuarially stated at an expected confidence level.
2.5.1.2.3 Each participant’s share of any dividends shall be allocated based upon the method by which
the deposit premiums were collected, beginning with the oldest program year. However, until the last
claim of a program year has been paid and the program year has been closed, the program year must
maintain sufficient funds to satisfy the 90% confidence level discounted requirement.
2.5.2 Reserve Fund
As approved by the Governing Board, declared dividends, or portions thereof, or other discretionary
funds, may be directed and deposited into the Reserve Fund. The Reserve Fund shall be invested in
accordance with the ICRMA Investment Policy and shall earn interest at the prevailing rates. Such
interest earnings will be allocated quarterly with the preparation of the financial statements. The total
interest earned by ICRMA in any quarter shall be allocated proportionately between the average cash
balance in the ICRMA program and the average Reserve Fund. An accounting will be maintained of the
individual member’s portion of the Reserve Fund.
The Reserve Fund shall be accounted for as a component of the Liability Program’s equity. The Reserve
Fund will be utilized through Governing Board action for: 1) maintaining funds for disbursement of the
dividend over an extended distribution period (over one year); 2) rate stabilization for future renewal
increases; 3) enhancement or expansion of current programs; 4) development of new programs, or 5)
other Governing Board approved terms.1
Section 2.6 Assessments
2.6.1 As approved by the Governing Board, assessments may be levied on the participant for the risk
sharing layer of any program year(s) when an actuary finds that the assets of the LP, as a whole, do not
meet the expected discounted losses of the LP. Each participant’s share of the assessment shall be
allocated based upon the method by which the deposit premiums were collected for the risk sharing layer
of each respective program year being assessed. If such assessment is not sufficient to relieve the pool of
its actuarial determined deficit in the year of the assessment, such assessment shall be levied each
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Section 2.6 Assessments, continued…
subsequent year until the actuarial deficit is relieved. The timing of the payment shall be determined by
the Governing Board at the time of the assessment.
2.6.1 Equity, from the risk sharing layer, may be exchanged between eligible program years if sufficient
funds are available. The transfer of equity will be performed such that the individual participant’s share
of equity is separately applied so as to maintain the integrity of each participant’s balance.
5.2.7 Participants that have formerly participated in the LP, but have withdrawn as a participant, shall be
required to pay all applicable billings for the program years in which they participated. Delinquent
billings, together with penalties and interest, shall be charged and collected from the participant in
accordance with the policies adopted by the Governing Board.
5.2.8 Penalties and interest shall be charged against any amounts delinquent in accordance with the
Authority’s Bylaws.
5.3.3 Termination of participation, whether voluntary or involuntary, in future program years does not
relieve the terminated entity of any benefits or obligations of those program years in which the entity
participated. These obligations include payment of assessments, retrospective adjustments, or any other
amounts due and payable. In addition, the obligation to provide timely claims data for evaluation of
claims exposure does not cease with termination from the program. Any participant which voluntarily
withdraws as a participant from the LP shall not be permitted to renew participation in the program until
the expiration of three years from the date of the participant’s withdrawal.
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Governing Board

November 17, 2016

Subject:

Insurance Renewal Update

Action for
consideration:

Review and file

Background:
ICRMA’s insurance placements, both reinsurance and excess insurance, renew July 1. ICRMA’s
administration team, RPA, and its insurance broker, Susan Blankenburg, have begun working
together to identify potential markets for both the liability and workers’ compensation programs.
Below are rate change indications the broker has received from the carriers for the 2017/18 period.
These are indications only.
Line of Coverage

Rate Change

Liability
1.
2.
3.
4.
5.

Brit
Berkeley
Markel
Lexington
Scor Re

Flat

Excess Workers’ Compensation

Flat

Property/Earthquake

-5%

Property No EQ

Flat

Automobile Physical Damage

Flat

B&M/Equipment Breakdown

Flat

Crime

Flat

Cyber Liability

Flat
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Notes:
• Liability rates are calculated differently from carrier to carrier. Most are a combination of
population, payroll, plus a factor for loss rating. (Their rates are not duplicative of rates used
by ICRMA).
• The broker intends to push for rate reductions in the workers’ compensation, property
without earthquake and flood, boiler & machinery, crime, and cyber programs of up to 5%.
• While the liability reinsurers were not willing to consider reductions at this point in time, the
broker is hopeful she can obtain a modest level of rate reduction as we get closer to the
quote due dates.
• All carriers noted the rate estimates are based on loss data as of 8/31/15 with large loss
updates as of 12/31/15.
Data Collection:
In early January, members will receive online survey requests designed to collect exposure data
required for renewal. It is critical that all members complete the survey by the designated deadline,
anticipated to be the end of January, so the broker has the information necessary to market ICRMA’s
program. Late responses negatively impact the entire renewal process and hinder ICRMA’s ability to
provide 2017-18 budget projections for the members.
Recommendation:

None

Attachments:

None

Prepared by:

Ashley O’Brian, Assistant Pool Administrator
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