CITY OF CEDARBURG
INTERNAL SERVICE/RISK MANAGEMENT FUND

Under Statement No. 10 of the Governmental Accounting Standards Board, risk management activities
of a governmental entity can be accounted for in either the General Fund or an Internal Service Fund.
The City of Cedarburg has chosen to use an Internal Service Fund. As such, this fund accounts for all
risk management activities of the City.

Costs accounted for in this fund include premiums and claims costs for:

General Liability Insurance ($5 million)

Excess Liability Insurance ($5 million excess of $5 million)
Auto Physical Damage Insurance

Property Insurance

Employment Practices Insurance ($1 million)

Workers’ Compensation Insurance

Unemployment Compensation (Uninsured)

Boiler & Machinery Insurance

Deductible and uncovered liability expenses

PROVIDERS

The general liability insurance is provided through the Cities and Villages Mutual Insurance Company
(CVMIC), a municipal insurance pool, in which the City retains exposure to losses for liability claims up
to $17,500 per occurrence, with a $70,000 yearly claims payment maximum (the Cedarburg Light &
Water Commission also is considered in the yearly maximum). The general liability policy provides
coverage for “third-party” claims for auto and other forms of damages. The insurance pool also covers
and administers workers’ compensation. On a group purchase basis, the City obtains Auto Physical
Damage, Excess Liability, Boiler & Machinery and Employment Practices Insurance through CVMIC.
Property insurance is obtained through the State of Wisconsin Local Government Property Insurance
Fund {I.GPIF).

DEDUCTIBLES AND SELF-INSURED RETENTIONS
The Employment Practices and Excess Liability programs have no deductible. For the State of
Wisconsin LGPIF program, the City has opted for the $10,000 deductible per claim, no aggregate.

The Auto Physical Damage deductible is set at $1,000 per claim. Workers’ Compensation coverage by
Statute for wage reimbursement begins after the third day of injury leave. The City’s policy is to
continue an employee’s normal wage and self-insure the first three days of injury leave until workers’
compensation begins. The General Liability program has a per claim deductible of $17,500 with a
$70,000 total annual aggregate.

In addition to premiums and claims within the City’s self-insured retention, other liability insurance
costs that may be paid by this fund include claims outside the scope of the policy or coverage period or
litigation expenses related to defending the City against claims.

ALLOCATION OF COSTS

The premium and claims costs for the above programs are funded via charges to General Fund
departments, the Sewer Utility Fund, the Swimming Pool, Cemetery, Recreation Programs and Library
in the Special Revenue Fund, and the operations of the senior van accounted for in the Trust and Agency
Fund. Premium charges to operating departments are based on factors such as number of automobiles
used, state value of buildings and contents and employee salaries. One-half of the City’s liability
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insurance premium is attributable to vehicles and allocated along with the physical damage premium.
The remainder of the liability insurance premium is combined with an estimate of claims costs
(including legal and administration} and allocated accordingly to individual funds. In addition to
premium and claims costs, this fund also paid the debt service on the bonds required to be issued by the
City with respect to the formation of CVMIC. These debt service costs were financed by dividends
from CVMIC based on investment earnings of CVMIC. The bonds were paid in full in 2007.

The budgeted expenses and revenues for this fund are in full compliance with GASB 10. This fund
reflects all the above noted costs in a single fund to better account for and monitor the City’s insurance
costs (previously, insurance costs were accounted for in several different departments and funds). The
Internal Service Fund includes Cedarburg Light & Water’s liability and workers’ compensation claims
expense per the recommendation of the City’s auditors.

INSURANCE PROGRAM SUMMARY

Aooombund | Prperiauto | Warkers | Gemerl | Sy |

_ Budgeted | Tnswance | Comp* | Liability | Bond | Total
519400

General Fund $2,270 $7.813 | $1,012 $11,095
Other Depts.

General Fund 62,185 81,502 44,051 187,738
Sewer 7,015 13,739 6,370 27,124
Cemetery 114 481 198 793
Swimming Pool 988 5,200 2,143 8,331
Library 778 4,363 5,141
Trust & Agency 199 199
Recreation

Programs 2,585 1,065 3,650
Toral 2000~ | $72771| $104285 | $66,003 | $1,012| $244.071
Toi2009 | §13433| 8118453 | 965239 | $1,005] $258,150
*Net dividend
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REVENUES - FUND 700

Insurance Recoveries
Worker's Gompensation Wa

482000

Charges to Recreatron‘Programs Fund
_Charges to Swimming Pool Fund

491920
491240

491601 Transfer from Sewer Fund 32,044 30,665 31273 31,205 31,205 27.124
491800 Transfer from Trust & AgencyFund 258 238 = 234 196 dee 199
s e
EXPENSES - FUND 700
Property/Auto Insurance 34312 38,878 40574 42909 30585 41,559
General Llabihty !nsurance 58,539 64,336 4,216 65,239 56,676 66,003

536 2002 Liability Claims Paid 3.210
-537 2003 Liability Claims Paid e 15,780 169 43

-540 - 2006 Llablhty Claims Paid
-543 2007 Liabl[l’[y Claims Paid
g P
Bd5 Eiability Claims Paid = :
-546 2010 Liability Claims Paid

Total operating expenses 289,234 343,233 246,694 286,838 272,743 260,486

g ‘ Non-operating Expenses I

583000 Principal & Interest Expense Sl
TOTAL EXPENSES 341,948 442 161 246,684 286,838 272,743 250,485
NET INCOME (LOSS) {30,317) (82,489) 60,930 1 9,712 16,730
FUND BALANCE, JANUARY 1 621,506 591 ,189 508,700 569,630 569,630 . 579,342
FUND BALANCE, DECEMBER 31: 591,189 508,700 569,630 569,631 579,342 | 596,072
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