


Internal Service Fund Rate Review Committee Meeting
Department of Administrative Services
September 3, 2013, 8:30 a.m.
State Capitol Building, Room 250

Committee Members Present:
Francine Giani – Board Chair, Department of Commerce
Kim Hood – Department of Administrative Services
Matt Lund – Governor’s Office of Management and Budget (for Kristen Cox)
John Reidhead – Division of Finance
Dan Frei – Department of Technology
Dennis Carver – Natural Resources (for Mike Styler)
Carlos Braceras – Department of Transportation
1. Business:
Francine Giani welcomed everyone to the meeting and introduced the Board.

The Board reviewed the minutes from the meeting on August 20, 2013, there was a motion to approve the minutes, it was seconded, motion passed.
2. Risk Management, Rich Amon and Tani Downing, Division Director
            Presentation of Property and Liability Rates 
Rich Amon, DAS Deputy Director, presented the Property and Liability Rates for the Division of Risk Management. He explained the property rate formula and the property rate changes. Part of the property rate formula is based on information from the Marshall & Swift Valuation Service as of March 2013 associated with, Building Construction Class, Occupancy Type, Building Quality, & Fire Protection Code. It’s an evaluation service that looks at property values and replacement costs for buildings around the country including Utah. It is updated every year. Risk Management’s proposed rates also factor in newly insured buildings, building demographic discounts, surcharges, gross premium for contents in existing insured buildings, and gross premium discounts, as were explained in the handout. 
[bookmark: _GoBack]Rich showed the summary of the proposed property rate changes for FY 2015. They consisted of rate changes for dorms or apartments (5.9%), group homes (5.7%), parking terraces (-4.0%), schools (6.0%), single family housing (6.1%), Stores (6.5%), and contents of the buildings (2.75%). The changes will be reflected in the premium rates. He explained the spreadsheet located in the binder that showed what the impact would be by agency. The premium rate is subject to the actual billing, and the buildings and contents being insured at the time of billing. 
Dennis Carver asked about the increase in rates from FY 2014 to FY 2015, and why the rates are increasing.
Tani Downing, Risk Management Division Director explained that there have been several property claims. Brian Spencer from Risk Management said that the rates are increasing because of changes in building values as determined by the Marshall & Swift service and the increase of new buildings that have been added. The majority of the increases are in school districts. This is because of the addition of new square footage. The other large increases were for the University of Utah, Utah State University, and dorms and apts. Those increases are the majority of the rate impact. Not all the increases are state funded. Tani Downing also explained that they did have some losses on sheds and their contents. Risk Management has added about 400 new sheds and their contents. They have asked that entities report to them the shed as well as the contents if it is exceeds $5,000. 
Carlos Braceras asked for the detail behind the increase for the Department of Transportation. Risk Management will get him the information. 
Dennis Carver asked if this is one ISF and what the retained earnings are for property insurance. Brian Spencer stated the liability is a separate fund from property, and there is a negative retained earnings for property insurance. They referred to the spreadsheet in the binder for the property retained earnings.
There were no other comments or questions.
Dennis Carver made a motion to approve the property rate changes for the Division of Risk Management. John Reidhead seconded the motion. A vote was taken and the motion passed unanimously.
Rich Amon proceeded with the rates for liability. He explained that the premium is the rate for liability. This is calculated from an actuary that looks at the 5 year loss history and the budgets for the departments and institutions to create the premiums. Rich explained the two pages in the binder on liability rates. One page shows a 20% limit in dollar increase and the other shows no limitation in dollar change. Rich explained in the past that the Division had set a 20% limit on the amount an agency’s premium could adjust from one year to the next year. This was to help agencies to avoid significant changes in their budgets. Over the last couple of years more entities are hitting the 20% level. If entities premiums can only increase 20%, even if they have a 100, 200, 300% increase in liability claims, other entities then have to pick up the increase. 
Risk Management is proposing to remove the 20% limitation in the premium, so agencies and institutions pay their share of the liability premium adjustments.
Tan Downing said when DTS consolidated, they only increased their liability premium the 20% a year, and they should have increased their premium depending on the findings of the actuary, approximately 100 to 200%. All the other entities then subsidized that amount to make up the difference. She said they are suggesting that each agency pay what the actuary feels their rates should be based on their experience and budget.
Their recommendation is that they adopt the No limitation in dollar change.
Dan Frei asked about the risks to DTS and other agencies in making the change to the No limitation in dollar change.
Rich Amon said it does shift some of the responsibly to the agencies to help mitigate their claims.
Dennis Carver asked if the rate is still calculated by a five year loss history and the agency’s budget to determine their premium. Rich said that is still the way the premium will be calculated.
There were no other comments or questions.
Carlos Braceras moved to approve the liability rates based on the no limitation in property liability impact approach. Dennis Carver seconded the motion. The motion passed unanimously. 
 Meeting Adjourned:
There was a motion to adjourn the meeting it was seconded and passed. The meeting was adjourned at 8:55 a.m.






