Council Meeting of
January 24, 2006

Honorable Mayor and Members
of the City Council

City Hall

Torrance, California

Members of the Council

SUBJECT: Request for Approval to Pay the State of California Annual
Self-Insurance Assessment

Expenditure: $100,696.84

RECOMMENDATION

The Human Resources Director recommends that the City Council approve the
payment of the FY 2005/06 Self-Insurance Assessment to the State of California
Self-Insurance Plans in the amount of $100,696.84.

Funding
Funding is available in the FY 2005/06 Self-Insurance Fund.

BACKGROUND

The City of Torrance is self-insured for workers’ compensation. Self-insured
employers, including public entities, are required to pay an annual assessment to
the State. The assessment covers the costs to administer the State Division of
Workers’ Compensation, as well the following State administered trust funds:

e Uninsured Employers Benefits Trust Fund which provides benefits for
employees who have suffered serious injury and who are suffering from
previous and serious permanent disabilities.

e Subsequent Injuries Benefits Trust Fund which provides for employees
who are injured while working for uninsured employers.

e Workers’ Compensation Fraud Account which funds the investigation and
prosecution of workers’ compensation fraud.

The assessments are based upon a complicated formula in which statewide
payroll figures as well as statewide workers’ compensation indemnity payments
are taken into account. (ATTACHMENT A provides the State of California invoice
and assessment methodology).
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Prior to January 2004, the employer share of the assessment was limited to 20%
of the total program cost. However, Senate Bill 228 (2003) contained provisions
increasing the employer share from 20% to 100% funding of various programs
within the Department of Industrial Relations.

In FY 2002/03, the annual assessment paid by the City was $27,000. The
assessment for FY 2004/05 increased to $117,223.08. The decrease from last
year is the direct result of savings related to the 2004 workers’ compensation
reform. Due to the requirement for 100% user funding as indicated above, we
anticipate future assessment will vary based upon ongoing cost reductions, as
well as annual statewide increases in payroll and workers’ compensation
indemnity payments.

ANALYSIS

The payment of the assessment is mandated by California Law. Therefore,
approval to pay the assessment is recommended.

Respectfully Submitted,

ELAINE M. WINER
HUMAN RESOURCES DIRECTOR

By ,&
Workers’ Compensatlon Admlnlstrator

CONCUR:
. M/
ij /%*’—fcif //
'd ElalneM Winer 74/(
lgilum.ar;% Bgsources Dlrector

ATTACHMENT: A. State of California Self-Insurance Plan Invoice and
Assessment Methodology



ATT E A
STATE OF CALIFORNIA ACHMENT

DEPARTMENT OF INDUSTRIAL RELATIONS
SELF-INSURANCE PLANS

2265 Watt Avenue, Suite 1

Sacramento, CA 95825

Phone No. (916) 483-3392

FAX (916) 483-1535

January 12, 2006 Certificate No 7110
’ Invoice No. 47830

City of Torrance

INVOICE FOR FY 2005 /2006 FOR DWC, DOI FRAUD INVESTIGATION, SIP LICENSE FEES
AND SUBSEQUENT INJURY AND UNINSURED EMPLOYER TRUST FUNDS

I. WORKERS' COMPENSATION USER FUNDING ASSESSMENT:
BASE YEAR ANNUAL REPORT: PUBLIC SECTOR: 2005

A. PAID INDEMNITY AMOUNT ON ALL CLAIMS IN BASE YEAR REPORTED $  3.741.708.00
ON SELF INSURER'S ANNUAL REPORT (Line 4, Page 2): . . . . . . . . ... . ..

B. USER FUNDING ASSESSMENT FACTOR (Multiplier): . . . . . . . . .. ... ... x 017982

C. USER FUNDING ASSESSMENT DUE: . . . . . . . . $ 67.283.39

II. DEPARTMENT OF INSURANCE FRAUD INVESTIGATION ASSESSMENT:
BASE YEAR ANNUAL REPORT: PUBLIC SECTOR: 2005
A. PAID INDEMNITY AMOUNT ON ALL CLAIMS IN BASE YEAR REPORTED $ 3.741,708.00
ON SELF INSURER'S ANNUAL REPORT (Line 4, Page 2): . . . . . ... ... ..
B. FRAUD SURCHARGE FACTOR (Multiplier): . . . . . .. .............. x 003772
C. FRAUD ASSESSMENT DUE: $ 14113.72

.................................... $ 0.00
(Section 15230, Title 8, California Code of Regulations)
TOTAL NUMBER OF CLAIMS ADJUSTING LOCATIONS: + % 000

($300 for each additional claim adjusting location) $ 0.00
B. PER CAPITA CHARGE OF 25 CENTS FOR EACH EMPLOYEE

1. Number of Employees: . . . . .. ... ... ... .. .. ....... 08(5)
2. PerCapitaCharge: . . . . . ... .. ... ... ............ X —
$  0.00
C. ANNUAL LICENSE FEE TOTAL: . . . . o o o oo $  0.00
IV. SUBSEQUENT INJURY BENEFITS TRUST FUND X
A. PAID INDEMNITY AMOUNT ON ALL CLAIMS IN BASE YEAR REPORTED §$ 3.741,708.00
ON SELF INSURER'S ANNUAL REPORT (Line 4, Page 2): . . . . . . . ... .. . .
B. INJURY BENEFITS TRUST FUND FACTOR (Multiplier): . . . . . . . ... ... . . X 001586
C.INJURY BENEFITS TRUST FUND DUE: . . . . . . oo $ 593435
V. UNINSURED EMPLOYER BENEFITS TRUST FUND X
A. PAID INDEMNITY AMOUNT ON ALL CLAIMS IN BASE YEAR REPORTED $ 3.741.708.00
ON SELF INSURER'S ANNUAL REPORT (Line 4, Page 2): . . . . . . . .. ... . . e
B. EMPLOYER BENEFITS TRUST FUND FACTOR (Multiplier): . . . . . . . . . ... X 003572
C. EMPLOYER BENEFITS TRUST FUND DUE: . . . . . . $ 13.365.38
TOTAL ASSESSMENTS DUE (Line IC, IIC, IIIC, IVC, VC). . . . . . $ 100,696.84
PAY THIS AMOUNT: $ 100,696.84
PAYMENT DUE ON OR BEFORE: February 13,2006
Payment Instructions: e o A e
A. Make check payable to: Self-Insurance Plans IS S ;“L,:\ g \
B. Indicate invoice number on check. I\ JAN 17 2006 | n
C. Mail check and a copy of this invoice to address on letterhead i"} & 72005 \ :"!.



STATE OF CALIFORNIA ARNOLD SCHWARZENEGGER. Governor
DEPARTMENT OF INDUSTRIAL RELATIONS
OFFICE OF THE DIRECTOR

P. O. Box 420603

San Francisco, CA 94142

(510)286-7100

DATE: November 4, 2005

TO: California Self-Insured Employer
; f/)/’ 2 ’
FROM: John M”Rez{A;,xmg Director, Department of Industrial Relations
// FE , " ;

A
p
2

SUBJECT: ‘Fiscal Year 2005/06 Workers’ Compensation Administration Revolving Fund
Assessment;
Uninsured Employers Benefits Trust Fund Assessment;
Subsequent Injuries Benefits Trust Fund Assessment; and
Workers’ Compensation Fraud Account Assessment

Labor Code Sections 62.5 and 62.6 authorize the Department of Industrial Relations to assess
employers for the costs of the administration of the workers’ compensation program. Previously,
this assessment limited the employer share to 20 percent of the total program cost. The major
workers’ compensation reform in Senate Bill 899 (2004) contained provisions to increase the
employer share to 100 percent. This increased the total amount of the assessment, but will
provide a stable funding source to allow the courts to resolve claims more quickly and improve
the overall operation of the system.

The purpose of this letter is to inform you that you will be receiving an invoice for your share of
the assessments authorized by Labor Code Sections 62.5 and 62.6. The Labor Code requires
allocation of the total assessment between insured and self-insured employers in proportion to
payroll for the most recent year available.

. Self-Insured
Authori T Toul Emplover
o a4 vne i 10V
Authority ¥pe Assessment P
L Assessment
for all Pavers
- Factor

. 8 orkers’ C areati
Labor Code § | Workers’ Compensation Administration $193.661.250 | 0.017982

62.5 Revolving Fund Assessment (WCARF)
Labor Code § | Uninsured Employers Benefits Trust Fund : 32 ~579
62.5 Assessment (UEBTF) §44,009,333 0'.00” 372
Labor Code § | Subsequent Injuries Benefits Trust Fund
625 Assessment (SIBTF) $14,575,583 | 0.001586

Labor Code § | Workers® Compensation Fraud Account
Y Assessment (FRAUD) | $37,672,254 | 0.003772




2006 Assessments
Page 2

Attached is a worksheet detailing the methodology used to compute the Workers’ Compensation
Administration Revolving Fund, Uninsured Employers Benefits Trust Fund, Subsequent Injuries
Trust Fund allocation and Workers’ Compensation Fraud Account Assessment and to allocate
the assessment between insured and self-insured employers.

Your share of the various assessments will be calculated by multiplying the self insured employer
assessment factors for each assessment by the total indemnity paid by your organization.

If you have any questions, please contact Mark Johnson, Manager at (916) 483-3392 extension

3006 or Tina Freese, Analyst at (916) 483-3392 extension 3007 in the Self-Insurance Plans office
in Sacramento. A

Enclosure




California Department of industrial Relations

Uninsured Employers Benefits Trust Fund Assessment,
Subsequent Injuries Benefits Trust Fund Assessment and
Workers' Compensation Fraud Account Assessment

2005-2006 Workers' Compensation Administration Revolving Fund Assessment,

METHODOLOGY

Labor Code Sections 62.5 and 62.6 require the Department of Industrial Relations to ievy the total amounts of the
Workers' Compensation Administration Revolving Fund Assessment, Uninsured Employers Benefits Trust Fund
Assessment, Subsequent Injuries Trust Fund Assessment and Workers' Compensation Fraud Account Assessment
between insured employers and self-insured employers in proportion to payroll paid in the most recent year for which

information is available.

Step 1: Determine Total Assessments Required for 2005-2006

(1.1) iWorkers‘ Compensation Administration Revolving Fund Assessment (Labor Code § 62.5) $130,118,302

Total Assessment Required................................ $193,861,250

Fund Balance..................ccccoecccvecceee .. (871,454,000)

DWC & SIP 0405 Overcollections........................  $7,812,052
$130,118,302

(1.2) Uninsured Employers Benefits Trust Fund Assessment (Labor Code §625). ..

Total Assessment Required. ......................... $44,008,333

Fund Balance................. ... ($18,272,000)
DWC & SIP D405 Overcollections... ... ................. $33,369
$26,770,702

[{1.3)]Subsequent Injuries Benefits Trust Fund Assessment (Labor Code § 62.5).............. ...

Total Assessment Required. ............. $14,575,583
DWC & SIP 0405 Overcollections........................ $50,878
$11,405,481

[(1.4)|Workers' Compensation Fraud Account Assessment (Labor Code § 62.6).....................
The ion frauc! i ’

Jo tis ished by the Dx of Fraud Ct
Total Assessment Required............................... $37,672,254
Fund Balance..............ccccooeeeev e e ($20,231,147)
DWC & SIP 0405 Overcollections.......................... $10,128,975
$27,570,082

Step 2: Determine Payroll Amounts

(2.1) | Total payroll for insured @MPIOYErS.................o. it oo oo
Source: Californi Comp ! Rating Bureau (WCIRB) pokcy yesr 2002
PayroH for self-insured eMPlOYerS .............oooiiiiiin oot e et
(2.2.4)}2003-04 Fiscal Year for Public Sector® ................ $70,195,065,826

(2.2.2)|2004 for Private SOCtor...............cccocevvvvenrennnnn.. 376,079:5&140

~Source: Ox of ial Relations, Office of Seif e Plans (excludes State of California)

[23)]Payroll for State of California (including SCIFY™.....................oeemmrirrors s
~*Source: (Department of Personne! Administration, Fiscal Year 2004-05)

Total payroll for self-insured employers.......................

(2.5} Total combined PaYTOlL..............c.ccueee e et et e e et et e e e e
(Insured and self-insured empioyers)

FY 05-06 METHODOLOGY-.xis Page 1 of 5

$25,770,702

$11,405,461

$27,570,082

$147,174,655,966 '

AV MANAGEMENT



California Department of industrial Relations
2005-200€ Workers' Compensation Administration Revolving Fund Assessment,
Uninsured Employers Benefits Trust Fund Assessment,
Subsequent injuries Benefits Trust Fund Assessment and
Workers' Compensation Fraud Account Assessment

Step 3: Calculate Proportional Payroll for Insured and Self-insured

Empioyers
lnsured Employers:
Insured Emplover Payroll i .
u ! - Methodology Sect!on (2.1) . $371.314,720,047 = 70.01%
Total Combined Payroll Methodology Section (2.5) $530,408,166,349
(3.2) Self-insured Employers:
Self-insured Employer Payroli - Methodoiogy Sectfon (2.4) - $159,094 446,302 = 20.999
Total Combined Payroll Methodology Section (2.5) $530,4085,166,349

' 22) Payroll for Seif-nsured Emplovers - I of Methodology Section (2.2.1) and Methodology Section (2.2.2)
? 24 Yotal Payroll for Setfineyred Emplovers = X of Methodology Section (2.2) and Methodology Section (2.3
* 23 Yotal Combined Payrol = I of Methodoiogy Section (2.1) and Methodology Section (2.4)

Step 4: Determine the Total Assessments for Insured and Self-Insured

Employers

l Workers’ Compensation Administration Revolving Fund Assessment |
Caiculation for insured Employsrs: T

P> { WCARF Assessment) X 7001% = $130,118,302 X 70.01% .....ccocoeeerernnnnn.. $91,096,523
p INCREASED by credits due individual insurers which undercollected against previous

advances [ CCR § 1560]..........c.cceiiiiii it ettt et e e e e ee e e $4,639,250

» DECREASED by insurer overcollection 0405 [pursuant to CCR  § 15608(f).............c..ccc.coorne..  ($6,805,018)
Resuning Final Insured Employers Workers' Compensation User Funding Assessment............... $88,930,754
Caiculation for Self-insured Employers:

P> ( WCARF Assessment) X 20.99% = $130,118,302 X 29.99% ....oooveiiiinnn... $39,022,779
p DECREASED by the Self-insurer overcollection from prior year...................coooooeeeveoooee oo ($1,107,033)
Resum‘ng Final Self-insured Employers Workers' Compensation User Funding Assessment........ $37,915,746
b Uninsured Employers Benefits Trust (UEBT) Fund Assessment |
Caiculation for insured Empioyers:

P (UEBTF Assessment) X 70.01% = S$25,770,702 X  70.01% .oooooooeoeoooooe o) $18,042,068
» INCREASED by the Insurer undercoliection for 0405 [pursuant to CCR  § 15606(f)]....................... $304,334
Resulﬁng Final insured Employers UEBT Fund Assessment.............c..ccccoeeveve e, $18,346,403
Cailculation for Self-insured Employers:

) (UEBTF Assessment) X 29.99% = $26,770,702 X 2899% oo, $7,728,634
P DECREASED by the Self-Insurer overcoliection from pror year...................ccccoovvveeveeeereeeoeo ($196,846)
Resulting Final Self-insured Employers UEBT FUNd ASSESSMONt..........cooovvvoveerees oo $7,531,788

FY 05-06 METHODOLOGY-.xis Page 2 of § 11/4/2005



California Department of industrial Relations
2005-2006 Workers' Compensation Administration Revoiving Fund Assessment,
Uninsured Empiloyers Benefits Trust Fund Assessment,
Subseguent Injuries Benefits Trust Fund Assessment and
Workers' Compensation Fraud Account Assessment

ﬂ Subsequent injuries Benefits Trust (SIBT) Fund Assessment H
Calculation for Insured Empioyers:

D (SIBTF Assessment) X 70.01% =  $11,405461 X 70.01% . $7,984,963

P INCREASED by the Insurer undercoliection for 0405 [pursuantto CCR § 15606(f)]................cc..... $51,967
Resulting Final Insured Employers SIBT Fund ASSeSSMENt..................ccevmmiiiiieeeeeaneneeennn, $8,036,930

Calculation for Self- insured Employers:

D (SIBTF Assessment) X 29.99% =  $11,405461 X 29.89% oo $3,420,498
» DECREASED by the Self-insurer overcoliection from prior year......................ccoeeeeiereieeeinen, ($76,488)
Resulting Final Self-insured Employers SIBT Fund ASS@SSMeNt................ccceeeeieeicnnineeveeennn, $3,344,010
E Workers' Compensation Fraud Account Assessment H
Calculation for Insured Employers:
» (Fraud Assessment) X 70.01% =  $27,670,082 X 70.01% oo, $19,301,814

P INCREASED by credits due individual insurers which undercollected against previous

advances [Pursuant 0 CCR § 15608]..........ccueiiuiiiiiieeirieiieeet ceete et sae e ees et eesen sanaee s enneeeenen $9,582,946

P DECREASED by the insurer overcoliection 0405 [pursuant to CCR § 15606(f)]...........c.eccceeveenenene. ($9,813,605)

Resulﬁng Final Insured Employers Workers' Compensation Fraud Account Assessment.. $19,071,155
Calculation for Self- Insured Employers:

P (Fraud Assessment) X 28.89% =  $27,670,082 X 29.99% $8,268,268

P> INCREASED by the Self-insurer undercoliection from prioryear......................cc.coeeiieeeeieenen... ($315,370)

Resulting Final Self-insured Employers Workers' Compensation Fraud Account Assessment........ $7,952,898

Step 5: Calculate the Assessments Factors

Workers' Compensation Administration Revolving Fund Assessment Factor B
5.1} decumh'm for Insured Employers:

Total lnsured Emplovers Assessmen! = $88.930.754 = 0.003935
Total Direct Workers' Compensation® $22,600,000,000 —

*Estimated Premium ( Source : WCIRB estimate for 2005 Policy Year)

Cnlcuhtlon for Self-insured Employers:

Total Self-insured Employer Assessme - $37.915.746 = 0.017982
Total Amt. of Workers' Comp. Indemnity Pd** $2,108,5633,089 E—
“*SQURCE. Dept. of Office of Self-i Plans [ Z of b y Sections (5.2.1) to (5.2.3)):
prm—————y
(5.2.1] 12003-04 Fublic Sector. .. $948,997,181
{5.2.2) {2004 Prvate Sector ... $877,997,117

(5.2.9) |2004-05 State 0f CAFIOMIE™ oc..oeveeeeeeeiereerieeeienns $181,538,791
“~SOURCE : Department of P | Administrati

FY 05-06 METHODOLOGY-xls Page 3 of § 11/4/2005




California Department of industrial Relations
2005-2006 Workers' Compensation Administration Revolving Fund Assessment,
Uninsured Employers Benefits Trust Fund Assessment,
Subsequent Injuries Benefits Trust Fund Assessment and
Workers' Compensation Fraud Account Assessment

Uninsured Employers Benefits Trust (UEBT) Fund Assessment Factor

(5.3) )Caiculaﬁon tor insured Employers:

Total insured Emplovers Assassment _ $18,346 403 - 0.000812
Total Direct Workers' Compensation* $22,600,000,000 ——
“Estimsted Premium (S . WCIRB for 2005 Policy Year)
{5.4) |Calculation for Self-insured Employers:
Total Self-Iinsured Employer Assessment - $7,531.788 0.003572
Total Amt. of Workers' Comp. indemnity Pd ** $2,108,533,088
“SOURCE Dent of industna! Rulations, Office of Self-l Pians [ I of Methodology Sections (5.4.1) to (5.4.3)):
(65.4.1) |2003-04 PubC SECHIT . cvvvvieeiieeeeeeeeeeeeeeeee $948,997,181
{5.4.2) $977,997,117
{5.4.3) $181,538,781
~EOURCE. L o P /A

Subsequent Injuries Benefits Trust (SIBT) Fund Assessment Factor

L{5.5} JCatculation for insured Employers:

Total Insured Emgioyers Assessment = 8,036,830 = 0.000356
Total Direct Workers' Compensation* $22,600,000,000
*Estimated Pre. (S : WCIRB estimate for 2005 Policy Year) )
(5.8) |Calculation for Self-insured Employers:
Total Self-insured Employer Assessment ,
Total Self-ins Employer Assessment - 3,344 010 = 0.001586
Total Amt. of Workers' Comp. indemnity Pd.** $2,108,533,089 -
~SQURCE Lupl. of Industrial Relations, Office of Se. Plans [ I of Methodology St (5.6.1) to (5.6.3)):
{5.0.1) |2003-04 Public Secfor.......................... JRRT .. $948,997,181
(5.8.2) }2004 Private Sector............ . $977,997,117
{6.8.3} |2004-05 State of Californie™".................ccoeeeeiiieeeiniiin. $181,538,791

== SQURCE : Department of Personne! Administration

Workers' Compensation Fraud Account Assessment Factor

. (5.7! iCak:uuﬁon for insured Empioyers:

Total Insured Empioyer arge _ $18,071,155 0.000844
Total Direct Workers' Compensation® $22,600,000,000 —
*Estimated Premium (Source: WCIRB estimate for 2005 Policy Year)
(5.8) |Calculation for Self-insured Employers:
Jotal oel-insurec Employer surcharge
Total Self-insured Employer Surcharge - $7.952.898 = 0.003772
Total Amt. of Workers' Comp. indemnity Pd."™ $2,108,533,089 —
**SQURCE: Dept. of industrial Reiations, Office of Self-i Plans [ L of gy Sections (5.6.1) to (5.8.3)):
(5.8.1) |2003-04 Public SOCIO...............ccocevereeveeeeiveeeeeren $948,997,181
(5.8.2) |2004 Private Sector........ $977,997,117
(5.8.3) |2004-05 State of Calfomni8™"..........ccccocuvveereeesirieinnann. 3181:538‘791

" SDURCE . Dapantmant of Pammsoons! Adminiziration

FY 05-06 METHODOLOGY-xis Page 4 of §
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California Department of industrial Relations
2005-2006 Workers' Compensation Administration Revolving Fund Assessment,
Uninsured Employers Benefits Trust Fund Assessment,
Subseqguent injuries Benefits Trust Fund Assessment and
Workers' Compensation Fraud Account Assessment

Step 6: Determine Individual Employer's Workers' Compensation
Administration Revolving Fund Assessment

Individual insured Employers:

Assessment Factor[ 0.003835 ] X Employer's Expected Assessable Premium*

[(6.2)]calcutation for Individual Self-Insured Employers:
Assessment Factor[ 0.017882 ] X Total indemnity Pald by the Empioyer

Step 7: Determine Individual Employers Uninsured Employers Benefits
Trust (UEBT) Funding Assessment

Individual Insured Empioyers:

Assessment Factor[ 0.000812 ] X Employer's Expected Assessabie Premium®

Calculation for Individual Seli-insured Empioyers:
Assessment Factor[ 0.003572 ] X Total indemnity Paid by the Employer

Step 8: Determine individual Employers Subsequent injuries Benefit Trust
(SIBT) Funding Assessment

Individual insured Employers:
Assessment Factor[ 0.000356 ] X Empioyer's Expectsd Assessabie Premium*

Calculation for Individual Self-Insured Employers:
Assessment Factor [ 0.001586 ] X Total indemnity Paid by the Employer

Step 9: Determine Individual Empioyer's Workers' Compensation
Fraud Account Assessment

individual insured Employers: _
Assessment Factor[ 0.000844 ] X Employer's Expected Assessable Premium*

Caiculation for Individual Self-insured Employers:
Assessment Factor[ 0.003772 ] X Totai indemnity Paid by the Employer

* Assessable Premium

The premium the insured is charged after all rating adjustments (experience rating, schedule rating, premium discounts,
expense constants, retrospective rating, efc.) except for adjustments resulting from the application of deductible pians
or the return policyholder dividends.

FY 05-06 METHODOLOGY- xis Page 50f 5 ¥ )g A [0 T2 - wavarz00s
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