Sample Objectives of Risk Management
It shall be the City or Town’s policy to handle risks in the following manner (except when extenuating circumstances dictate otherwise):
1. Avoid
All accidental losses which occur with a high frequency and a high severity shall be avoided.

2. Transfer
The City or Town shall transfer to others the responsibility for all risks of loss in all its contractual relationships. The City or Town shall require all contractors to provide a Certificate of Insurance and an endorsement specifically naming the City or Town as "additional insured." The City or Town shall include "hold harmless" clauses in all contracts.

3. Self Insure
The City or Town shall insure itself against high frequency and low severity losses when such losses will not significantly impact the City or Town's finances, or when the purchase of insurance coverage would be financially prohibitive. The City or Town shall establish this self insurance through a funded reserve system. The City or Town shall determine the annual funding contribution by accounting for losses during the previous budget cycle, present reserves, and future losses as predicted on a sound actuarial basis.

4. Retain
The City or Town shall retain all accidental losses which occur with a low frequency and a low severity as a normal business expense when the City or Town can absorb such losses with no significant financial impact. Examples of this type of loss would be plate glass coverage and automobile physical damage.

5. Purchase Insurance
The City or Town shall cover all accidental losses which occur with a low frequency and a high severity through the purchase of excess insurance. Though loss in this area does not occur often, such a loss could be financially devastating if not properly funded. This includes such areas as property, casualty, and fidelity losses when such losses will not significantly impact the City or Town's finances, or when the purchase of insurance coverage would be financially prohibitive. The City or Town shall establish this self-insurance through a funded reserve system. The City or Town shall determine the annual funding contribution by accounting for losses during the previous budget cycle, present reserves, and future losses as predicted on a sound actuarial basis.
