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TO: Board of Education
FROM: Roger Price, Assistant Superintendent — Business Services

RE: Worker's Compensation - Executive Summary

Background:
Worker’'s compensation is protection mandated by state law for a worker and his or her

dependents against injury and death occurring in the course of employment. It is not health
insurance and is not intended to compensate for disability other than disability caused by injury
arising out of employment.

The purpose of the worker's compensation system is to provide financial and medical benefits to
the victims of “work-related” injuries and their families regardless of fault. The laws place the
financial burden on the employer and ultimately the consumer. This compensation is generally
the exclusive remedy for the injured employee.

The Madison Metropolitan School District previously staffed the district insurance/risk
management functions with 1.0 professional, which was cut this year, and .5 clerical support. A
major part of this office was to manage the district's worker's compensation policy and claims.
With the reduction of a professional, we have reallocated the .5 FTE support to the Business
Services office, oversight of the district insurances has been assigned to a budget analyst, and
other functions have been added to already full jobs in Building Services.

Summary:
The district is insured for worker's compensation by United Heartland Insurance and this

relationship has resulted in a reduction in the district’'s experience modification factor from 1.26
in 2002-03 to .96 in 2005-06. The experience modification factor is calculated by the Wisconsin
Worker's Compensation Rating Bureau, based on a rolling three-year average of claims and
premiums paid. Each .10 change in the experience modification is worth about $150,000 in
premium dollars for MMSD. Our premiums have decreased from $1,668,947 in 2003-04 to
$1,334,705 in 2005-06.

Our insurance plan rewards us for improved mod rating and also for managing and reducing our
net losses. In each of the last two years, we have received a retro premium adjustment of
$452,479 and $500,641 as a result of our loss experience. It is our hope to continue the
management of the worker’'s compensation program to generate these adjustments in the
future.



It has been determined that it is to everyone’s advantage to return to work as soon as possible
after an injury. We work diligently to accommodate workers with some type of limited duty or
alternate work whenever possible.

Conclusions:

Great steps have been taken over the last few years to improve MMSD'’s worker’s
compensation reporting and claims (loss) experience. This has resulted in a significant drop in
our experience mod and subsequently in our premiums. We have also realized adjustments in
each of the last two years as a result of a positive loss experience. However, some of these
improvements will be difficult to sustain with the limited staff assigned to Risk Management.

Work is underway to create a Safety Committee that could fill part of the void left by the
reduction in staff.
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Property, Liability,
and Worker’s Comp

2005 - 06



Madison Metropolitan School District
Insurance Coverage Information
July 1, 2005 - June 30, 2006

Line of Carrier Agent Limit Deductible Premium
Coverage
Property Local Government Direct $391,579,124 $ 25,000 $ 127,171
Insurance Fund
Contractor’s Local Government Direct 3,351,671 500 922
Equipment Insurance Fund
Monies and Local Government Direct 30,000 500 249
Securities Insurance Fund
Auto Physical Local Government Direct 1,143,338 500 5,865
Damage Insurance Fund
General Community Klein 5,000,000 None 137,988
Liability Insurance Insurance
Corporation Group
Errors & Community Klein 5,000,000 1,000 18,697
Omissions Insurance Insurance
Corporation Group
Auto Liability Community Klein 5,000,000 None 41,880
Insurance Insurance
Corporation Group
Crime Community Klein 250,000 5,000 6,823
Insurance Insurance
Corporation Group
Boiler and Community 40,000,000 2,500 25,249
Machinery Insurance
Corporation
Worker’s United Heartland The Statutory None 1,334,705
Compensation Insurance Company | Insurance Limits

Center




Cost / Budget
Data



Insurance Budget Analysis

Line of 2004-05 2004-05 2005-06 2005-06
Coverage Budget Premiums Budget Premiums
Property 245,000 146,411 176,840 134,207
Liability 135,000 221,811 202,562 230,637
Worker’s 1,483,756 1,495,534 1,274,234 1,334,705
Compensation
Totals $ 1,863,756 | $ 1,863,756 | $ 1,753,636 | $ 1,699,549




Standard Premium 1,618,849 x 0.225 = 364,241
Net Losses 477,536 x 1100 = _ 525,290
889,531

1.038

Retrospective Premium 923,333
Expense Constant 210
Terrorism Charges __ 57,828
Total Premium 981,371
Maximum Premium 1,433,850
Total Premium (981,371)
Retro Premium Adjustment 452,479
Standard Premium 1,665,230 x 0.225 = 374,677
Net Losses 460,396 x 1.100 = 506,436
881,112

1.038

Retrospective Premium 914,595
Expense Constant 210
Terrorism Charges __ 58,850
Total Premium 973,655
Maximum Premium 1,474,296
Total Premium (973,655)
Retro Premium Adjustment 500,641
Standard Premium 1,414,418 x 0225 = 318,244
Net Losses 477,602 x 1.100 = _ 525,362
843,606

1.038

Retrospective Premium 875,663
Expense Constant 210
Terrorism Charges _ 61,729
Total Premium 937,602
Maximum Premium 1,334,705
Total Premium (937,602)

Retro Premium Adjustment

397,103

7/1/2003 to 7/1/2004

7/1/2004 to 7/1/2005

7/1/2005 to 7/1/2006
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Maximum Premium Calculation 1,618,849 0.850 57,828 1,433,850
Minimum Premium Calculation 1,618,849 0.350 57,828 624,425
Basic Premium Calculation 1,618,849 0.225 - 364,241

Standard Premium Terrorism Premium
7/1/2004 to 7/1/2005 Premium Factor Charges Amount
Maximum Premium Calculation 1,665,230 0.850 58,850 1,474,296
Minimum Premium Calculation 1,665,230 0.350 58,850 641,681
Basic Premium Calculation 1,665,230 0.225 - 374,677

Standard Premium Terrorism Premium
7/1/2005 to 7/1/2006 Premium Factor Charges Amount
Maximum Premium Calculation 1,414,418 0.900 61,729 1,334,705
Minimum Premium Calculation 1,414,418 0.350 61,729 556,775
Basic Premium Calculation 1,414,418 0.225 - 318,244




Safety Plan
2005-06



