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LOSS ALLOCATION PLAN

RMD Mission:  Help state managers avoid unnecessary costs of loss while achieving their missions.

Each biennium independent actuaries project statewide ultimate losses. They base their forecasts on past statewide losses and trends. RMD adjusts the forecasts by existing fund balances and expected investment earnings to arrive at the statewide budgeted charges for the incoming biennium.

	GOALS 
	Risk charges that:
· Relate closely, and respond to changes, in losses.

· Account for losses where they occur.

· Avoid unnecessary subsidy of one agency's decisions and activities by another.

· Avoid unnecessary budget disruption.

· Are adequate to cover the state's losses for the period.

	WORKING ASSUMPTIONS
	· Loss allocation is a key element of risk control in state government.

· Each agency's share of future losses will be similar to its share of past losses. Although not always true, there is no perfect way to accurately predict each agency's losses.

· There is no way to reduce one agency's share of forecast costs without increasing another's share.

· Agencies with declining losses prefer a short, recent base period.  Those with increasing losses prefer a long, aged base period. Hence, base periods must be set in response to statewide trends.

· No single loss be large enough to destroy the plan.


NOTE:  Workers’ compensation billed charges may be more or less than the budgeted charges. Tort Liability and Property billed charges will not be more than the budgeted charges

	
	WORKERS' COMPENSATION
	TORT LIABILITY
	PROPERTY 

	AGENCIES AFFECTED
	Agencies with $50k of payroll in prior year.

(If less payroll and no losses, then no charge.)
	All agencies. (Pools available for agencies with no more than 20 FTE. Pool’s charge divided equally among members.)
	Agencies with $15k of property in prior biennium. 

(If less property and no losses, then no charge.)

	BASE PERIOD
	First three of last four fiscal years.
	Auto: last three fiscal yrs.

General: last six fiscal yrs.
	Auto: last three fiscal years.

General: last four fiscal yrs.

	BASIS
	Primarily based on net amounts paid on losses that took place in the base period.

	WAIVED LOSSES 
	One average statewide time-loss claim per base year.
	(No agency is assessed more than $500k per loss.)
Auto: largest loss up to $100k;  General: largest loss up to $200k.
	Auto: none.

General: one average statewide claim per base period and agency losses over $300k per occurrence.

	MINIMUM CHARGE
	$1500 per biennium.
	$2000 per biennium.
	$1000 per biennium.
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