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July 20, 2020
TO:
Insurance Coordinators and Fiscal Officers
FM:  
Max George, Risk Analyst   

Division of Insurance and Internal Support, Risk Management Program 

RE:
JULY 1, 2020 TO JULY 1, 2021 INSURANCE UPDATE AND BILLINGS (FY21)
(Lines of Coverage: Major Liability, Major Property, Boiler & Machinery, Inland Marine, Auto Physical Damage, Administrative Fee, Employee Bond/Crime and Cyber Liability)
RISK MANAGEMENT PROGRAM AND INSURANCE UPDATE
Fiscal Year 2021 will include significant changes to our program and lines of coverage. We are currently working through the implementation process of a new Risk Management Information System and are anticipating the transition to take place in the next 6-9 months. The new RMIS will allow agency users more functionality within the system to generate reports and monitor the status of claims. Training will be provided to agency users when we get closer to the launch date. At this time, we ask each agency to update which users they would like to have access to the new system (see attached form). We are only allowing two users per agency. We would appreciate your response within 10 days. 
Due to hardening market conditions, premiums have once again increased. To help offset the increased charges we are switching to a multi-carrier program through Traveler’s and XL Insurance companies for our Major Property coverage. This shared risk policy will come with some minor changes that will be outlined below. However, the State will benefit from this new program by lowering premium costs and utilizing XL’s loss prevention services. We will be working with XL’s engineers to schedule visits with some of the State’s larger properties to provide comprehensive reports that will help prevent the risk of major property loss.
LIABILITY PROGRAM 
The charge for this coverage corresponds with Index Code 9200 in Section A of the billing.  Please use sub-object code 5760 for payment. 

The self-funded liability program provides protection to state employees and agencies for tort claims that arise from allegations of negligent acts, as per provisions of the Idaho Tort Claims Act (ITCA).  It also provides coverage for Employment Practices Liability for claims brought by employees or potential employees alleging a Wrongful Employment Practice and/or harassment or discrimination. There is now an endorsement which adds coverage for damages including wages and benefits if the claim is related to a violation of Employment Practices. The agency will be responsible for a deductible of $25,000. We encourage the agencies to review the Retained Risk coverage document for their understanding of this year’s coverage modifications. 
With the implementation of a new Risk Management Information System we have had the opportunity to revisit the liability distribution model. Starting in Fiscal Year 2022, the five factors that will be used to assess agency liability premium will be employee count, vehicle count, total building value, claims count and claims history. 
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FY2021 Insurance Billings, continued

We expect this new distribution model will result in changes to what is billed to some agencies. Those changes will be incorporated into the FY22 SWCAP adjustments. 
MAJOR PROPERTY INSURANCE   
The charge for this coverage corresponds to Index Code 9400 in Section A of the billing.  Please use sub-object code 5790 for payment. 

Idaho’s statewide property insurance program is designed to provide agencies the ability to transfer the financial burden that results from property damage to state-owned buildings and contents.  Coverage is provided at replacement cost on an “all-risk” basis which covers a number of potential claims (subject to certain exclusions and limitations), including but not limited to: wind, hail, lightening, earthquake, flooding, wildfire, vandalism/arson, fire, smoke, water damage and theft.  

Individual agency premiums are allocated based on each agency’s insured values, as a percent of the total statewide insured values. The property policy limit will remain at $500,000,000 per occurrence. Due to market conditions the premium rate assessed by Traveler’s and XL Insurance Companies increased by 5%. 
ENERGY SYSTEMS (BOILER AND MACHINERY) COVERAGE

The charge for this coverage corresponds with Index Code 9600 in Section A of the billing.  Please use sub-object code 5790 for payment.
This insurance provides coverage for direct internal physical loss of, or damage to, building equipment arising from explosion of a steam boiler, steam turbine, steam piping or steam engine; as well as certain types of mechanical or electrical breakdown.  
· Individual agency premiums are allocated based on each agency’s building values exceeding $1,000,000 in total, as a percent of the total insured building values for the state.   

INLAND MARINE COVERAGE  
Risk Management offers an optional Inland Marine coverage to agencies. It provides coverage for specific declared property valued $2,500 or less that is easily pilfered, subject to breakage, or frequently transported.  Claims are adjusted using the major property policy terms and conditions subject to a $100.00 per occurrence agency deductible. Premium is being waived due to favorable loss experience.
AUTO PHYSICAL DAMAGE COVERAGE

The charge for this coverage corresponds with Index Code 9900 in Section A of the billing.  Please use sub-object code 5780 for payment.
The Auto Physical Damage coverage is also optional.  This plan covers loss or damage to covered state owned/leased automobiles due to collision and comprehensive losses up to the vehicle’s actual cash value.  Physical damage coverage for temporary rental vehicles is automatically provided to every agency participating in this coverage.  
Additionally, optional physical damage coverage for temporary rental vehicles may be purchased through Risk Management by agencies that do not currently own or lease vehicles, but occasionally rent them for official State business.
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FY2021 Insurance Billings, continued
ADMINSTRATIVE FEE   

The charge for this coverage corresponds with Index Code 9102 in Section A of the billing.  Please use sub-object code 5799 for payment.
The Administrative fee funds the operations of the Risk Management Program within the Department of Administration.  The fee is allocated to agencies based upon each agency’s insurance premium charges.
EMPLOYEE BOND/CRIME COVERAGE    
The Employee Bond/Crime policy is designed to protect against direct loss to the agency arising from employee theft of money, securities or other property of either the agency or the agency’s clients subject to a $2,000 per occurrence agency deductible.  

The policy remains with Hanover Group Crime Program (Massachusetts Bay Insurance Company) with same terms and conditions.  Agency premium costs are again being waived. Due to adverse loss trends in FY20 we anticipate a premium charge for this coverage in FY22.  
CYBER LIABILITY COVERAGE    

The charge for this coverage corresponds with Index Code 9120 in Section A of the billing.  Please use sub-object code 5799 for payment. 

The Cyber Liability Program is designed to provide coverage for the risk posed by conducting business over the internet, over other networks or using electronic storage technology. Cyber liability includes first, and third-party risks associated with the use of computer hardware and software systems, the internet, networks, mobile computing devices, and other electronic information assets. In addition to electronic hacking or online activities, Cyber Liability Program provides coverage for private data and communications in many different forms – paper, digital or otherwise. 
The State is now self-funded for this coverage; however, the program is based on the expiring policy conditions and terms as the FY20 policy.  The agency deductible remains at $10,000. 
PREMIUM PAYMENT

Please submit payments within 30 days of receiving the billing to Department of Administration, attention: Finance.  If you have questions, please contact Max George at 332-1848 or max.george@adm.idaho.gov.

cc:
Faith Cox, Administrator – Dept. of Administration, Division of Insurance and Internal Support
