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Laurie Milhiser
Director

Mission Statement
Risk Management seeks
to minimize the frequency
and severity of financial
loss to the County through
a coordinated integrated
risk management program
that includes identification
and assessment of
exposures that can result
in loss, effective risk
reduction and loss
prevention programs for
identified risks, aggressive
claims management, and
fiscally responsible risk
financing and recovery.

GOALS

MINIMIZE RISK
MANAGEMENT COSTS
AND STABILIZE
PREMIUMS CHARGED
TO COUNTY
DEPARTMENTS

IMPLEMENT EQUITABLE
ALLOCATION OF RISK
MANAGEMENT COSTS

IMPROVE CUSTOMER
SERVICE

RISK MANAGEMENT

Laurie Milhiser
Director
1.0FTE

Steve Robles
Assistant Director
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DESCRIPTION OF MAJOR SERVICES

The Risk Management Department is comprised of safety and loss control, workers’
compensation claims administration, liability claims administration, and finance and
administration. Safety and loss control staff are assigned to support high-risk areas of
county operations such as the Arrowhead Regional Medical Center (ARMC), Sheriff,
Fire, and Special Districts. Additional safety and loss control staff provide support to
other county departments and provide training for county employees in areas such as
safe driving and Occupational Safety and Health Administration (OSHA) mandated
programs. Safety and loss control staff have a major focus on reducing repetitive motion
injuries through aggressive ergonomic training.

Ronald Owens
Liability Claims

10.0FTE

Workers’ compensation claims administration staff focus on providing the best possible
care to ill and injured workers at the most economical cost. Workers’ compensation
benefits are defined by the State of California and recent reforms have improved the way
care is provided to ill and injured workers and many cost control measures have been
instituted.  The workers’ compensation claims administrators are charged with
understanding and implementing the complex delivery system, while focusing on getting
ill and injured workers well and back to work as quickly as possible.

Liability claims administration staff manage the myriad of claims presented to the county
by third parties. Liability claims adjusters coordinate the settlement of legitimate claims
with insurance carriers and approve payments from self-insurance funds. Working with
County Counsel and outside law firms, the adjusters manage the defense of disputed
claims and provide support as needed.

Finance and administration oversee approximately $260 million in self-insurance funds.
In collaboration with the Director of Risk Management, the administrative section
manages all aspects of the county insurance programs and oversees the placement of
insurance to provide the broadest possible coverage at the most economical cost. Risk
assessment works with departments to assure that contracts contain risk transfer
language and insurance requirements to protect the interests of the county

2008-09 SUMMARY OF BUDGET UNITS

Revenue Over/

Operating Exp Revenue (Under) Exp Staffing
Internal Service Funds
Operations 7,180,783 7,180,783 - 73.0
Insurance Programs 64,286,186 84,075,100 19,788,914 -
Total Internal Service Funds 71,466,969 91,255,883 19,788,914 73.0

Administrative/Executive
Risk Management
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GOALS, OBJECTIVES, AND PERFORMANCE MEASURES

GOAL 1: MINIMIZE RISK MANAGEMENT COSTS AND STABILIZE

PREMIUMS CHARGED TO COUNTY DEPARTMENTS.

Objective A: Evaluate alternative insurance placements and combinations of insurance
and self-insurance.

Objective B: Maintain fiscally prudent self-insurance funds.

Objective C: Aggressively manage claims.

2006-07|2007-08|2008-09| 2008-09 |2009-10
MEASUREMENT Actual | Actual | Target |Estimate| Target
1A. Cost of risk as a percent of County budget. N/A N/A N/A 2% 2%
(baseline)
1B. Maintained confidence level in self-insurance N/A 80% 80% 80% 80%
funds/reserves.
1C. Percentage increase in subrogation recoveries. N/A N/A New 25% 25%
Percentage decrease in workers’' compensation N/A N/A N/A N/A 15%
regulatory penalties.
_Percentage inprease in savi_ngs resulting from N/A N/A N/A N/A 10%
increase in claims cost containment measures.

Status

The combination of insurance premiums, the actuarial value of retained losses, and
administrative costs make up the cost of risk. Risk Management, in conjunction with two
Brokers of Record and a consultant, analyzed the overall structure of the county’s
insurance programs. After careful evaluation of insurance placements, combinations of
insurance, and various levels of self insurance, the department was able to reduce
premiums by approximately $1 million, and increase coverage by approximately $56
million. This was accomplished while still achieving the department’s goal to maintain the
cost of risk within 2% of the County budget.

The Risk Management budget is funded through premiums paid by all county
departments. Therefore, controlling costs is beneficial to all county departments. Factors
that strongly influence Risk Management costs are the frequency of loss (number of
losses/injuries in a given period), the severity of loss (actual dollars paid once a
loss/injury occurs), and the cost of insurance premiums. In previous years, costs were
also influenced by the need to restore reserves used to fund self-insured or retained
losses falling below insurance levels. As of June 30, 2008, those reserves have been
stabilized at the 80% confidence level as recommended by actuarial analysis.

Claims related expenditures for the Workers’ Compensation (WC) program remained
under $20 million for a fourth straight year. This increased the savings for this program to
approximately $17.5 million over the last four years. By controlling the efficiency of WC
claims handling procedures, regulatory penalties should be reduced by 15%. For
2008-09, the average cost of WC claims is projected to be higher as a result of inflationary
components built in SB899, and liability claims expenditures are projected to have a
higher average cost due to experiencing a higher severity during 2007-08.

In 2007-08, the department updated the county Standard Practice for insurance
requirements, trained departmental contract staff in the utilization of the Insurance
Certificate Management Program, and provided continued support to departments to
assist vendors in maintaining compliance with contractual insurance requirements. This
effort was designed to strengthen the risk transfer techniques in county contracts so that
litigation resulting from contracts can be appropriately born by the contractor. In 2008-09,
the department will implement an aggressive subrogation recovery program by contracting
with a specialized firm, whose expertise should result in increased loss recoveries from
legally liable parties.

2007-08
ACCOMPLISHMENTS

Successfully completed
the evaluation of the
overall structure of the
County’s insurance
programs

Reduced insurance
premiums by
approximately $1
million
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Increased insurance
coverage by
approximately $56
million

Restored insurance
reserves to 80%
confidence levels

Acquired the services of
two Brokers of Record

Completed the upgrade
of the claims system
and continued its
implementation

Ergo Evaluation

WC File Review

Accident Scene Investigation

Administrative/Executive
Risk Management
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GOAL 2: IMPLEMENT EQUITABLE ALLOCATION OF RISK MANAGEMENT COSTS.

Objective A: Adopt premium allocation formulas to include experience modification (Ex-Mod) factors.

Objective B: Market safety/loss control incentive program to departments with high Ex-Mod factors.

2006-07|2007-08|2008-09| 2008-09 |2009-10
MEASUREMENT Actual | Actual | Target |Estimate| Target
2A. Phased implementation of premium allocation formulas based on Ex-Mod factors. N/A N/A N/A N/A 50%
2B. Departments with highest ex-mod factor participate in incentive program. N/A N/A N/A N/A 5

Status

In 2007-08, Risk Management contracted with a consultant to develop premium allocations based upon loss experience
and recommend adjustments designed to more appropriately allocate risk-financing assessments to departments. With
the restoration of insurance reserves to conservative levels, the department has the opportunity to reduce the amount of
insurance purchased, lower insurance premiums, and use new cost allocation formulas to assess premiums in a more
equitable manner. Risk Management recommends phasing in the Ex-Mod based allocation, as some departments will
be highly impacted. In addition, a new safety/loss control incentive program will be rolled out to the five departments with
the highest Ex-Mod factor.

GOAL 3: IMPROVE CUSTOMER SERVICE BY PROVIDING INTERACTIVE COMMUNICATION OF RISK
MANAGEMENT DATA.

Objective A: Offer training for County departments in all aspects of risk management.

Objective B: Utilize the Risk Management dashboard to provide real-time loss data and financial information to
departments to impact their Ex-Mod.

Objective C: Increase use of the department’s intranet website.

2006-07|2007-08{2008-09| 2008-09 |2009-10

MEASUREMENT Actual | Actual | Target |Estimate| Target
3A. Percentage increase in training classes offered. N/A N/A N/A N/A 10%
3B. Percentage completion of dashboard roll-out (starting with high ex-mod depts.) N/A 0% 100% 50% 100%
3C. Percentage increase of visits to Risk Management intranet website. (Baseline 130) N/A 0% 50% 50% 50%

Status

This goal and related objectives address the need to provide accurate, timely information to county departments to assist
them in meeting their risk management obligations. In 2007-08, Risk Management upgraded the automated claims
system to iVOS, and continued the implementation of a risk management dashboard customized for each department.
An upgrade to the department’s website will incorporate this tool, making it available to a wider audience, and providing
access to the information at any time. The dashboard will provide WC claim status, contractual compliance status, and
claim related financial data. Risk Management's goal is to increase use of the intranet website by 50%. Also, the
department will offer new diverse safety and risk management related classes to all departments.

2009-10 REQUESTS FOR ADDITIONAL GENERAL FUND FINANCING
The department is not requesting any additional general fund financing for 2009-10.
2009-10 PROPOSED FEE ADJUSTMENTS

The department is not requesting any proposed fee adjustments for 2009-10.

If there are questions about this business plan, please contact Laurie Milhiser, Director, at (909) 386-8620.
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