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Note ?? – Risk Management

The Government is exposed to various risks of property and casualty losses, and injuries to employees. 

The Government insures against injuries to employees through the Ohio Bureau of Worker’s Compensation.

The Government belongs to the Public Entities Pool of Ohio (PEP), a risk-sharing pool available to Ohio local governments.  PEP provides property and casualty coverage for its members.  York Risk Pooling Services, Inc. (formerly known as American Risk Pooling Consultants, Inc.), functions as the administrator of PEP and provides underwriting, claims, loss control, risk management, and reinsurance services for PEP.  PEP is a member of the American Public Entity Excess Pool (APEEP), which is also administered by ARPCO.  Member governments pay annual contributions to fund PEP.  PEP pays judgments, settlements and other expenses resulting from covered claims that exceed the members’ deductibles. 

Casualty and Property Coverage
APEEP provides PEP with an excess risk-sharing program. Under this arrangement, PEP retains insured risks up to an amount specified in the contracts. At December 31, 2012, PEP retained $350,000 for casualty claims and $150,000 for property claims.

The aforementioned casualty and property reinsurance agreement does not discharge PEP’s primary liability for claims payments on covered losses.  Claims exceeding coverage limits are the obligation of the respective government. 

Financial Position
PEP’s financial statements (audited by other accountants) conform with generally accepted accounting principles, and reported the following assets, liabilities and retained earnings at December 31, 2012 and 2011 (the latest information available):  <<< INCLUDE SHADED LANGUAGE ONLY IF THE AUDIT INCLUDES 2012 FINANCIAL STATEMENTS.

	
	2012
	2011

	Assets
	$34,389,569
	$33,362,404

	Liabilities
	(14,208,353)
	(14,187,273)

	Net Position
	$20,181,216
	$19,175,131



 
At December 31, 2012 and 2011, respectively, the liabilities above include approximately $13.1 million and $13.0 million of estimated incurred claims payable.  The assets above also include approximately $12.6 million and $12.1 million of unpaid claims to be billed to approximately 466 and 455 member governments in the future, as of December 31, 2012 and 2011, respectively.  These amounts will be included in future contributions from members when the related claims are due for payment.  As of December 31, 2012, the Government’s share of these unpaid claims collectible in future years is approximately $[insert 86% x most recent annual total (casualty + liability) premium].   <<< Because this liability is an estimate, please round to the nearest thousand dollars.
   
Based on discussions with PEP, the expected rates PEP charges to compute member contributions, which are used to pay claims as they become due, are not expected to change significantly from those used to determine the historical contributions detailed below.  By contract, the annual liability of each member is limited to the amount of financial contributions required to be made to PEP for each year of membership.
   
	Contributions to PEP


	2012
	2011

	
	


[Insert the Government’s actual contributions for these years into the table above.]

After one year of membership, a member may withdraw on the anniversary of the date of joining PEP, if the member notifies PEP in writing 60 days prior to the anniversary date.  Upon withdrawal, members are eligible for a full or partial refund of their capital contributions, minus the subsequent year’s contribution.  Withdrawing members have no other future obligation to PEP.  Also upon withdrawal, payments for all casualty claims and claim expenses become the sole responsibility of the withdrawing member, regardless of whether a claim occurred or was reported prior to the withdrawal. 


