


University of Alaska

Risk Management Collateral Fund

Collateral Fund:

Pool of m o n e y  for p a y m e n t  of large uninsured claims.

Benefits:

Provides security to excess carriers.

Alternative to purchase of high cost primary coverage. 

Alternative to c a m p u s  assessments for large losses. 

Provides annual investment income. t*f ■ *

Characteristics:

Limited access to only large specified claims.

Reimbursement requests on a specific claim basis.

Investment earnings available for reimbursement of 

claims or expansion of the fund.

BACK UP INFORMATION



University of Alaska

Risk M a n a g e m e n t  Collateral Fund 
HB-531/SB-399

19B6 Bisk Management Problems:

• Premiums have increased for primary layers of coverage.

• Selected primary and excess coverages are not available.

Effect on University of Alaska
• The University must respond to increased costs by:

- Increasing deductible levels
- Decreasing limits of insurance coverage
- Deleting of selected insurance coverages
- Limiting funds available for loss prevention
- Assessing campus instructional programs for losses

• The University must thus assume greater loss liability, meaning:
- Specific exposures and coverages are uninsured
- Budget instability due to large uninsured eiposures
- Wide fluctuation in annual loss levels
- Decreased ability to forecast loss levels
- Inability to settle claims promptly once funds are depleted

Risk Management Collateral Fund Characteristics:

• Nonlapsing collateral fund held by Department of Revenue
• Pays for uninsured losses in excess of self-insured levels
• Used for liability and property losses
• Legislature may replenish fund as necessary
• Independent actuarial determination of loss assumption levels used 

each year by Department of Administration and University
• Annual reporting of activity to OMB and Legislative Budget it Audit

Benefits of Fund:

• Provides alternative to high-cost primary coverage
• Provides security to excess insurance carriers
• Provides budget stability

- Funds large uninsured claims
- Funds eicluded coverages above self-insurance levels
- Limits annual loss levels in operating budget

• Provides funding for prompt settlement of claims
• Provides alternative to campus assessment or deficits
• Investment earnings accrue to state instead of insurance companies



University of Alaska 
Schedule of Unplaced Insurance Coverage

(Excluding Workers’ Compensation Coverage)

Property:
Primary $ 10 Mil 

$30 Mil excess of $ 10 Mil 

$30 Mil excess of $40 Mil

Casualty:
Primary $5 Mil (Placed 8/1 /85) 

$5 Mil excess of $5 Mil 1 0 0 %

$40 Mil excess of $10 Mil 

$50 Mil excess of $50 Mil

July 1 A u g  1 Novi

1585 1585 1085
(% Not PI ̂ ced)

1 8 %

6 7 S

7 4 S

1 0 0

7 5
0 7

1 0 ®

1 8 %

5 8 %
2 7 ®<*

2 0 ®a

1 3 %

2 0 ®c

r*

Aggregate (Stop Loss): 
$2 Mil 5 0 %  - 5 0 % 5 0 %

Board Errors and Omissions:
$1 Mil 1 0 0 %  1 0 0 %  1 0 0 %

Medical Malpractice:
$1 M U

Environmental Impairment:
$1 Mil

1 0 0 %  1 0 0 %  1 0 0 %

1 0 0 %  1 0 0 %  1 0 0 %



University of Alaska
FY87 Risk Management 

Cost Projections
(Excluding Workers’ Compensation Coverage)

L o w  High  Forecast

Sources of funds:

State General F u n d  5 910.4 $ 910.4 $ 9 1 0 . 4

Expenditures:

P r e m i u m s

Claims

Loss prevention 

Other

1,358-6

739.7

48.7

48.3.

1,594.9 

1 ,2 3 0 . 0  
48.7 

_ 8 M
t

1.476.8

1.034.8 

48.7 

50.1

Total 2,245.4 Z S M A 2,610.4

Deficiency .(.$±,.3.35-0} (.$2 ,0 5 0 ,0 !

0
1

00t"-■

P r e m i u m  increase rate ± 5 % 3 5 % 2 5 %

Loss confidence level 8 0 S 2 5 % 5 Q S



University of Alaska 
FY87 Risk Management Loss Projections

(Excluding Workers' Compensation Coverage)

Confidence Loss
Level Projection
80% $789.7
70% $889.6
50% $1,034.8
25% $1,230.0
10%

t

' $1,425.1

Confidence level - assurance that actual 
losses will meet or exceed loss projection



G e n e r a l  L i a b i l i t y  P r e m i u m  C o s t  

P e r  L a y e r  o f  C o v e r a g e

U n i v e r s i t y  o f  A l a s k a

$ 1 0 0  M U Total $ 3 9 7 . 6

$ 5 0  Mil

$ 1 0  Mil

$ 5  Mil

i

$ 5 0  M i l  e x c e s s  o f  $ 5 0  M i l  

$ 1 0 0  P e r  M i l l i o n

$ 4 0  M i l  e x c e s s  o f  $ 1 0  M i l  

$ 7 5 0  P e r  M i l l i o n

$ 5  M i l  e x c e s s  o f  $ 5  M i l  

$ 9 , 0 0 0  P e r  M i l l i o n

P r i m a r y  $ 5  M i l  

$ 6 3 , 2 5 0  P e r  M i l l i o n

■m

$5-0

$30.0

$45-0

$ 3 1 7 . 6

C o v e r a g e P r e m i u m
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U n i v e r s i t y  of A l a s k a

FY87 Risk Funding Plan

$ 1 0 0  Mil

Uninsured

/N/V'X
/V'V'X

$ 5 - 0  M i l

Excess 
Insurance 
(Purchased 
to extent 
possible)

Uninsured

A / v \
A A A

Risk Management Collateral 
Fund

$ 0 . 3  M i l

$1.5 Mil

£

Unin­
sured

$4 Mil

/v  i  « / \  jt% 'v r
l ji c q  u c n c  y _w
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FY87 Risk Funding Plan
U n d e r  H B - S 3 1  / S B - 3 9 9

U n i v e r s i t y  o f  A l a s k a

$ 1 0 0  Mil

U n i n s u r e d

, ; X V \
/ w \

E x c e s s  

I n s u r a n c e  

( P u r c h a s e d  

t o  e x t e n t  

p o s s i b l e )

U n i n s u r e d

$5.0 Mil

$2.8 Mil

A A A

/n^ n/x  R i s k  M a n a g e m e n t  C o l l a t e r a l  

$0.3 Mil | i F u n d

U n i n ­

s u r e d

$1.5 Mil $4 Mil

T o t a l  c l a i m s
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FY87 Risk Funding Plan
Without H B - 5 3 1  / S B - 3 9 9

U n i v e r s i t y  o f  A l a s k a

$ 1 0 0  Mil

U n i n s u r e d

/ v \ / \

Excess 
Insurance 
(Purchased 
to extent 
possible)

Uninsured >

$5-0 Mil

/ s / v \

Primary
Insurance

$0.3 Mil

Self-Insured

Uninsured

$1.5 Mil

T o t a l  c l a i m s
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FY85 Risk Funding Plan
( P r i o r  t o  1 9 8 5  C r i s i s )

U n i v e r s i t y  o f  A l a s k a

/\/\/\

$5-0 Mil

/ W \

$0.3 Mil

E x c e s s

I n s u r a n c e

P r i m a r y  

I n s u r a n c e

S t o p  L o s s  

C o v e r a g e

S e l f - I n s u r e d

$1.5 Mil $2.0 Mil

T o t a l  c l a i m s  -



STATUTES FOR SB 399

AS37.07.080 DOCUMENT 
CHAPTER = 37.07 
SECTION = 37.07.080 
TITLE = 37
HEADINGS TITLE 37.

P u b l ic Finance.
CHAPTER 074 
Execu t ive Budget Ac t.

CITATION Sec. 37.07 .080.
CATCH LINE

PROGRAM EXECUTION.
TEXT (a) Except as l im i t e d  by p o l i c y  dec is ions o f the governor,

a p p ro p r ia t io n s by the le g i s l a t u r e , and 'th e r p ro v is io n s o f law, 
the seve ra l s ta te  agencies have f u l l  a u th o r i t y  f o r  adm in is te r in g 
t h e i r  program se rv ic e assignments and are respons ib le f o r t h e i r  
p rope r management.

(b) Each s ta te  agency s h a l l prepare an annual p lan f o r the 
ope ra t io n o f each o f i t s  assigned programs except f o r  programs 
th a t are exempted from t h i s  requ irement by the o f f i c e .  The 
ope ra t io ns p lan s h a l l be prepared in  the form and con ten t and be 
tra n sm it te d on the date p re sc r ib ed by the o f f i c e .

(c) The o f f i c e  s h a l l
(1) rev iew each ope ra t ions p lan to determ ine th a t i t  is  

c o n s is te n t w i th  the p o l i c y  dec is ion s o f the governor and 
a pp ro p r ia t io n s by the le g i s l a t u r e , th a t i t  r e f l e c t s  proper 
p lann ing and e f f i c i e n t  management methods, th a t 
a pp ro p r ia t io n s have been made f o r  the planned purpose and 
w i l l  no t be exhausted be fo re the end o f the f i s c a l yea r;

(2) approve the ope ra t ions p lan i f  s a t i s f i e d  th a t i t  
meets the requ irements under (1) o f t h i s  subsec t ion ; 
o th e rw ise , the o f f i c e  s h a l l re q u i re  r e v is io n  o f the 
ope ra t io n s p lan in  whole o r in  p a r t .
(d) No s ta te  agency may inc rease the sa la r ie s o f i t s  

employees, employ a d d i t io n a l employees, o r expend money o r in c u r 
o b l ig a t io n s except in  accordance w i th  law and p ro p e r ly approved 
ope ra t io ns p lan .

(e) T rans fe rs o r changes between ob je c ts o f expend itu res or 
between a l lo c a t io n s  may be made by the head o f a s ta te  agency 
upon approva l o f the o f f i c e . No t ra n s fe r s  may be made between 
app ro p r ia t io n s except as p rov ided in  an ac t making the t ra n s fe r s 
between a p p ro p r ia t io n s .

( f )  The o f f i c e  s h a l l re p o r t q u a r te r l y  to the governor and 
the le g i s la tu r e  on the ope ra t io n s o f each s ta te  agency, r e la t i n g
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HISTORY

a c tu a l accomplishments to those planned and m od ify in g , i f  
necessary, the ope ra t io ns p lan o f any agency fo r the balance o f 
the f i s c a l yea r.

(g) The governor may d i r e c t the w i th h o ld in g  o r re d u c t io n o f 
app ro p r ia t io n s to a s ta te  agency a t any time du r ing the f i s c a l 
yea r on ly i f  the governor determ ines th a t

(1) the planned expend itu res can no longe r be made due 
to fa c to r s  ou ts id e the c o n t r o l o f the s ta te  which make the 
expend itu re f a c t u a l l y  im poss ib le ; o r

(2) estimated re c e ip ts  and su rp luses w i l l  be 
in s u f f i c i e n t to p ro v id e f o r  a p p ro p r ia t io n s .
(h) The inc rease o f an a p p ro p r ia t io n  item based on 

a d d i t io n a l fe d e ra l o r o th e r program re c e ip ts  no t s p e c i f i c a l l y  
app rop r ia ted by the f u l l  le g i s l a t u r e  may be expended in 
accordance w i th  the fo l lo w in g  procedures :

(1) the governor s h a l l subm it a re v is ed program to the 
L e g is la t i v e  Budget and A u d i t Committee f o r  rev iew ;

(2) 45 days s h a l l elapse be fo re commencement o f 
expend itu res under the rev ised program unless the L e g is la t i v e  
Budget and Aud it Committee e a r l i e r  recommends th a t the s ta te  
take p a r t in  the fe d e r a l l y  o r o the rw ise funded a c t i v i t y ;

(3) should the L e g is la t i v e  Budget and Aud it Committee
recommend w i t h in  the 45-day pe r io d th a t the s ta te  not
i n i t i a t e  the a d d i t io n a l a c t i v i t y ,  the governor s h a l l again 
rev iew the rev ised program and i f  the governor determ ines to 
au tho r is e the expend itu re , the governor s h a l l p ro v id e the 
L e g is la t i v e  Budget and A u d i t Committee w i th  a sta tement o f 
the gove rno r 's reasons be fo re commencement o f expend itu res 
under the rev ised program.

(Sec. 1 ch 188 SLA 1970; am secs. 1-3 ch 26 SLA 1976; am secs.
2, 3 ch 74 SLA 1977; am secs. 4, 5 ch 60 SLA 1979; am secs. 9-12
ch 63 SLA 1983)



Official Business

JXlctska Jitaie L̂egislature
Sena te

Committee on £a&or &  C omm er'e Pouch V 
State Capitol 

Juneau, Alaska 99811

SB 399: SUMMARY

SB 399 would allow the legislature to appropriate funds to 
establish a non-lapsing risk management collateral fund for 
the University of Alaska to cover uninsured losses. After the 
fund is established the legislature would be able to 
appropriate earnings from temporary investments from the fund, 
restore funds spent on claims and reappropriate recoveries 
from losses to the fund. The Department of Administration and 
University of Alaska would set loss assumption levels. The 
Department of Administration would be required to submit a 
yearly report on activities and expenditures to the Office of 
Management and Budget and to the Legislative Budget and Audit 
Committee.
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OPERATING FY 86 | FY  87 FY  88 FY 39 FY 90 FY 91

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
StTPUES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING

c
CA P I T A L I 2.500.0

REVENUE

FUNDING (Thousands o( Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

7 . 5 0 0 . 0

_______
POSITIONS
FULL-TIME
PART-TIME
TEMPORARY
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No. 90 HOUSE JOURNAL 
'UPPLEMENT February 24, 1986

HB 531

For Bill/Resolution No. HB 531 Page 1 of 2 c
T h i s  b i l l  e s t a b l i s h e s  a  R i s k  M a n a g e m e n t  C o l l a t e r a l  F u n d  i n  t h e  g e n e r a l  f u n d .
T h e  f u n d  i s  t o  b e  u s e d  t o  p a y  f o r  u n i n s u r e d  l o s s e s  a t  t h e  U n i v e r s i t y  o f  A l a s k a  
i n  e x c e s s  o f  p r e - e s t a b l i s h e d  l o s s  a s s u m p t i o n  l e v e l s .  T h e  l o s s  a s s u m p t i o n  l e v e l s  
a r e  t o  b e  d e t e r m i n e d  a n n u a l l y  b y  t n e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  a n d  t h e  
U n i v e r s i t y  o f  A l a s k a  b a s e d  o n  i n d e p e n d e n t  a c t u a r i a l  a s s u m p t i o n s .

C r e a t i o n  o f  a  r i s k  m a n a g e m e n t  c o l l a t e r a l  f u n d  w a s  r e c o m r e n d e d  t o  t h e  U n i v e r s i t y  
b y  C o r r o o n  a n d  B l a c k  C o r p o r a t i o n ,  t h e  S t a t e ' s  r i s k  m a n a g e m e n t  c o n s u l t a n t s .
T h e i r  p r o p o s a l  c o n s i d e r e d  t h e  p r i m a r y  l a y e r  o f  g e n e r a l  l i a b i l i t y  i n s u r a n c e ,  
t h e  $ 4 . 7  m i l l i o n  i n  c o v e r a g e  b e t w e e n  $ 3 0 0 , 0 0 0  a n d  $ 5  m i l l i o n .  T h i s  c o v e r a g e  
c u r r e n t l y  c o s t s  t h e  U n i v e r s i t y  $ 3 1 7 , 5 0 0  a n n u a l l y .  C o r r o o n  a n d  B l a c k  r e c o m m e n d e d  
a n  i n i t i a l  a p p r o p r i a t i o n  t o  t h e  f u n d  " i n  t h e  r a n g e  o f  $ 2 . 5  -  S 5 . 0  m i l l i o n . "  Th e  
U n i v e r s i t y  i s  r e q u e s t i n g  e s t a b l i s h m e n t  o f  t h e  f u n d  a t  t h e  l o w e r  e n d  o f  t h i s  
r a n g e .  A l s o  c o v e r e d  b y  t h e  f u n d  w o u l d  b e  l o s s e s  i n  o t h e r  l i n e s  o f  i n s u r a n c e ,  
o r  i n  a r e a s  n o t  c o v e r e d  b y  i n s u r a n c e  c o m p a n i e s .

C o o p e r s  a n d  L y b r a n d ,  c e r t i f i e d  p u b l i c  a c c o u n t a n t s ,  g a v e  p r e l i m i n a r y  e s t i m a t e s  
t o  t h e  U n i v e r s i t y  b a s e d  o n  i n s u r a n c e  i n d u s t r y  s t a t i s t i c s  a n d  e s t i m a t e s .  T h e  
a c t u a r i a l  a s s u m p t i o n s  u s e d  f o r  t h i s  f i s c a l  n o t e  s h o u l d  b e  r e v i s e d  p r i o r  t o  t h e  
b e g i n n i n g  o f  t h e  f i s c a l  y e a r ,  b u t  w i l l  h a v e  l i t t l e  e f f e c t  o n  t h e  s i z e  o f  t h e  
f u n d .  A s s u m i n g  t h a t  t h e  r i s k  m a n a g e m e n t  c o l l a t e r a l  f u n d  p r o v i d e s  c o v e r a a e  f o r  
c l a i m s  o f  u p  t o  $ 5  m i l l i o n ,  t h e  e s t i m a t e d  r e t a i n e d  l o s s  f o r  f i s c a l  y e a r  1 9 9 7  
i n  g e n e r a l  l i a b i l i t y  w o u l d  b e  $ 2 , 1 1 9 . 3 .  F o r  a u t o  l i a b i l i t y ,  t h e  e s t i m a t e d  
r e t a i n e d  l o s s  w o u l d  b e  $ 7 6 . 4 .  R e t a i n e d  l o s s e s  f o r  p r o p e r t y  i n s u r a n c e  w e r e  n o t  
c a l c u l a t e d  b y  C o o p e r s  a n d  L y b r a n d .

c
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S T A T E OF A L A S K A  1986 L E G I S L A T I V E  SESS I O N

FISCAL NOTE

R E Q U E S T ____________________
B i I I / R e s o l u t i o n  N o . :  sb 399 
T i t l e :  An Act E s t a b l i s h i n g  the Ri sk 

Management C o l l a t e r a l  Fund f o r  the 
U n i v e r s i t y  o f  Al aska

S p o n s o r :  Se nat or  Fahrenkamp________________ C o m p o n e n t s :
R e q u e s t o r :  Senator Z h a r o f f  
D a t e  o f  R e q u e s t :  March 26 ,  1986

E X P E N D I T U R E S / R E V E N U E S :  ( T h o u s a n d s  o f  D o l l a r s )

O P E R A T I N G
F Y  8 6 F Y  8 7 F Y  8 8 F Y  8 9 F Y  9 0 F Y  9 1

1
PERSONAL SE R VI C ES
TRAVEL
CONTRACTUAL
SUP PL I ES
EQUIPMENT
LAND & STRUCTURES
GRANTS,  CLAIMS
MISCELLANEOUS

T O T A L  O P E R A T I N G 0 0 0 0 0 0

R e v i s i o n  D a t e :
F I S C A L  D E T A I L ________________________________________
A g e n c y  A f f e c t e d :  Department o f  A d m i n i s t r a t i o n  
B R U :  D i v i s i o n  of  R i s k  Management

C A P I T A L 0 0 0 0 0 0

R E V E N U E 0 0 0 0 0 0

F U N D I N G :  ( T h o u s a n d s  o f  D o l ' a r s )
GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL 0 0 0 0 0 0

P O S I T I O N S :
F U L L - T I M E
PART-TIME
TEMPORARY

A N A L Y S I S : A t t a c h  a s e p a r a t e  p a g e  i f  n ece ssa ry

P r e p a r e d  B y :  Brad Thompson,  Deputy D i rector ,
D i v i s i o n :  R i s k  Management

E f e a n o r  A n d r e s

P h o n e :
D a t e :

A p p r o v e d  b y  C o m m i s s i o n e r  __________________
A g e n c y : D e p a r t m e n t  o f  A d m i n i s t r a t i o n

yu—

D i s t r i b u t i o n  ( b y  A g e n c y  p r e p a r i n g  f i s c a l  n o t e ) :  
L e g i s l a t i v e  F i n a n c e  
L e g i s l a t i v e  S p o n s o r  
R e q u e s t o r
O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t
I m p a c t e d  A g e n c y ( i e s )  P a g e  1 of

46 5- 21 80
03/28/86

D a t e :  ttllL X k .

Rev. 11/8/85
1 /



P o s i t i o n  P a p e r  
S B  3 9 9

S B  3 9 9  e s t a b l i s h e s  a r i s k  m a n a g e m e n t  c o l l a t e r a l  f u n d  f o r  t h e  U n i v e r s i t y  o f  
A l a s k a .  T h i s  f u n d  w i l l  b e  u t i l i z e d  t o  p a y  u n i n s u r e d  p r o p e r t y  a n d  c a s u a l t y  
c l a i m s  e x c e s s  o f  e s t a b l i s h e d  l o s s  a s s u m p t i o n  l e v e l s .

T h e  f u n d  c r e a t e s  a  v i a b l e  m e t h o d  f o r  t h e  u n i v e r s i t y  t o  i n c r e a s e  s e l f  i n s u r a n c e  
o b l i g a t i o n s ,  a v o i d  p r o h i b i t i v e  p r e m i u m  c o s t s  f o r  p r i m a r y  l a y e r  e x c e s s  
i n s u r a n c e  a n d  m a i n t a i n  u n i n t e r r u p t e d  p r o g r a m  o p e r a t i o n s .

T h e  b i l l  a s  p r o p o s e d  r e q u i r e s  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  t o  s u b m i t  a n  
a n n u a l  r e p o r t  o n  t h e  a c t i v i t y  o f  t h e  f u n d .  T h i s  r e q u i r e m e n t  a d d s  a n  i n s i g n i f ­
i c a n t  a d m i n i s t r a t i v e  t a s k ,  w i t h  n o  f i s c a l  i m p a c t ,  o n  t h e  d e p a r t m e n t .

T h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  s u p p o r t s  t h e  p r o p o s e d  l e g i s l a t i o n .

f D o n a l d H i t c h c o c k ,  D i r e c t o r  
D i v i s i o n / o f  R i s k  M a n a g e m e n t

D a t e

D a t e
D e p a r t m e n t  o f  A d m i n i s t r a t i o n
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CHAIRMAN'S INFORMATION: SB 399

1) BILL TITLE: "An act establishing the risk management
collateral fund for the university of 
Alaska; and providing for an effective date."

a) Introduced: Sen Fahrenkamp

b) Co-sponsors:

2) INTENT: This measure authorizes the Legislature to
appropriate funds to establish a non lapsing risk 
management collateral fund for the U of A to 
cover uninsured losses.

FISCAL NOTE: $2,500,000 appropriation; U of A is only looking 
for enabling legislation at this time, and would 
defer on the appropriation until the state has 
the bucks.

3) ADDITIONAL REFERRALS: Finance and Rules

4) PUBLIC HEARINGS:

a) Sponsor:

b) Public Witnesses:

5) BILL ACTION:

a) Hold in committee?
b) Assign to sub committee for further review?
c) Move from committee?
d) Close public hearings?

6) COMMITTEE ACTION?

a) amendments?
b) CS adoption?




