Sample Risk Management Organization
Taken from City of San Bruno’s RISK MANAGEMENT MANUAL (DRAFT SBHR 10/17/03)
I. RISK MANAGEMENT -THE PURPOSE, PROCESS AND ORGANIZATION

II. DEFINITION

Risk management is planning for the negative consequences of any decision, process, action, or lack of action.
Effective risk management involves identification of the areas of an organization at risk, analysis, selection and implementation of the appropriate techniques to minimize the risks, and monitoring of the results.

III. RISK MANAGEMENT STEPS

The typical steps of risk management include:

1. Risk identification:  identifying the services and assets that pose a risk of financial loss to your community.
2. Risk evaluation:  determining the frequency and severity of particular losses.
3. Risk treatment: examining ways to manage risk by preventing accidents, minimizing losses after an accident, as well as by exploring ways to cover losses financially.
4. Selection and implementation of treatments: determining which risk treatment measures are most appropriate, and then putting them into place. 

5. Monitoring the results of treatment actions: assessing the effectiveness of the risk management steps taken.
6. Modifying the procedures to reflect experience.

IV. METHODS OF TREATING RISK

There are two methods of treating risk:

1. Risk Control

a. Avoid the risk altogether.
b. Transfer risk to an outside party through agreement. 

c. Control the risk through training programs, inspections, rules, safety equipment, etc.

2. Risk Financing

a. Retain the risk when the annual potential loss is so small that it can be treated as normal operating expense.

b. Transfer the risk by purchasing insurance.
V. RISK MANAGEMENT PHILOSOPHY

It shall be the City of San Bruno'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 shall transfer to others the responsibility of all risks of loss in all its contractual relationships. The City shall require all contractors to provide a Certificate of Insurance and an endorsement specifically naming the City as an "additional insured." The City shall include "hold harmless" clauses in all contracts.

3. Self Insure

The City shall insure itself against high frequency and low severity losses1 when such losses will not significantly impact the City's finances, or when the purchase of insurance coverage would be financially prohibitive. The City shall establish this self- insurance through a funded reserve system. The City 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 shall retain all accidental losses which occur with a low frequency and a low severity as a normal business expense when the City 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 shall cover all accidental loses 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.
VI. RISK MANAGEMENT ORGANIZATION

An effective risk management program is formulated and implemented at each level of the organization.

Responsibility for the major areas of risk management (Tort Liability, Workers' Compensation, Property, Contracts and Safety) should be coordinated throughout all levels of the organization.

Tort Liability
1. City Clerk - All claimants must file any claims against the City of San Bruno with the City Clerk's office. The City Clerk shall stamp, record and distribute the claims to the applicable Department Head and the City Attorney, who is designated as Risk Manager. The City Clerk also maintains an insurance policy register.

1These types of losses occur often but do not have a severe effect on the City's finances. An example would be minor sewer backups or chip-seal damage.
2. City Attorney - The City Attorney, as Risk Manager, receives all claims against the City; and coordinates handling of claims with the City Clerk, the City's outside Claims Administrator, and all appropriate City departments. The City Attorney coordinates with legal counsel assigned to claims by the City's outside Claims Administrator or resolves and/or defends claims and suits as appropriate. The City Attorney has the authority to accept or deny claims and to approve settlements up to $15,000 without City Manager or City Council approval. 

3. City Council - The City Council approves settlements over $25,000 as appropriate. The City Council has delegated to the City Attorney authority to accept or deny claims and to approve settlements up to $15,000. 

4. City Manager - The City Manager in conjunction with the City Attorney approves settlements up to $10,000 over the City Attorney's solo authority as allowed by Council. 

5. Department Heads - Department Heads review all tort liability, incidents involving their areas of responsibility and cooperate with other staff in the disposition and resolution of claims and recommendations for improvements. 

6. City Safety Committee - The Safety Committee reviews incident reports referred to it by the City Attorney and makes recommendations regarding safety issues.
7. All Employees - All employees must report promptly to their supervisors any incident which they believe might result in a claim against the City. They must also cooperate with and assist in the investigation of accidents to identify correctable causes and to prevent their recurrence.

Workers' Compensation
1. City Attorney - The City Attorney, as Risk Manager, receives all workers' compensation claims from the departments, reviews claims with the City Manager, and coordinates the handling of claims with the City's outside Claims Administrator and the appropriate department. The City Attorney coordinates with legal counsel assigned to claims by the City's outside Claims Administrator. The City Attorney has the authority to accept or deny claims and to approve settlements up to $##,000 without City Manager or City Council approval.
2. City Council - The City Council approves settlements over $##,000 as appropriate. The City Council has delegated to the City Attorney authority to accept or deny claims and to approve settlements up to $##,000.  

3. City Manager - The City Manager in conjunction with the City Attorney approves settlements up to $##,000 over the City Attorney's solo authority as allowed by Council.
4. Department Heads - Department heads maintain and promote safe and healthful working conditions throughout the department. They also review all workers' compensation claims in their areas of responsibility and make recommendations for prevention. They review the department's loss experience and cost analysis figures and evaluate the progress of the City's acciden1 prevention efforts.  

5. City Safety Committee - The City Safety Committee reviews incident reports referred to it by the City Attorney and makes recommendations regarding the preventability of accidents. The committee also promotes safe working conditions and practices. 

6. All Employees - All employees must report promptly to their immediate supervisor any industrial accident, injury or occupational illness, regardless of the degree of severity. Failure to report an accident may result in disciplinary action.

Property
1. City Attorney - The City Attorney, as Risk Manager, shall instruct the Department Heads to inspect City facilities under their jurisdiction in order to identify any dangerous conditions existing on City property especially those created by a City employee's "negligent or wrongful act or omission…within the scope of his employment." (See California Government Code Section 835(a).)
Each Department Head shall notify the City Attorney and City Manager of any potential exposures. The City Attorney, City Manager and the Department Heads shall formulate measures to mitigate such potential hazards and/or risks.

The Finance Department shall maintain accurate records of the city's assets, in order to aid accurate property appraisals and to ensure adequate insurance coverage.
City employees should inform the City Attorney of any unusual circumstances involving city properties.  The City Attorney should participate in processes related to review of construction of new city facilities.

The City Attorney should work closely with all Department Heads and the ABAG PLAN (Association of Bay Area Governments Pooled Liability Assurance Network) Administrator to ensure that each property type is adequately insured, and that adequate specialized insurance such as Flood and Earthquake, is provided, if deemed necessary.

2. Department Heads - Department Heads should inform the City Attorney whenever they acquire new property, such as vehicles, to ensure proper risk coverage.

3. City Finance Director - The Finance Director should regularly conduct Claims Audits to ensure the City has the financial ability to sustain the claims reserves.

4. All Employees - The City should utilize its Employees as a resource to assist the City in its risk avoidance efforts. All City Employees should be trained to be a "second set of eyes" for the City Attorney, since they are more likely to be exposed to changing conditions in the field.

Contracts

1. City Clerk - Under direction of the City Manager and City Attorney, the City Clerk shall provide all departments with the City’s insurance, hold harmless and indemnification standards. The City Clerk also reviews all contracts to assure that the contracts meet these standards.

2. City Attorney - the City Attorney advises departments on agreements, contracts, deeds, easements and other legal documents for form and compliance to the City's hold harmless and indemnification standards.

3. City Council - The City Council approves contracts as appropriate.

4. City Manager - The City Manager approves contracts as appropriate.

5. Department Heads - Department Heads review all agreements, contracts, deeds, easements and other departmental documents for compliance with the City's insurance, hold harmless and indemnification standards.
6. All Employees - All employees who draft contracts, easements and other documents will ensure that these documents comply with the City's insurance, hold harmless and indemnification standards.

Safety

1. Risk Manager - Under direction of the City Manager, the City Attorney as the City's designated Risk Manager, is responsible for the overall implementation of the City's safety practices and procedures. The City Attorney serves as staff to the City's Safety Committee.

2. City Manager - The City Manager exercises the authority of the City for compliance with Federal, State and municipal safety requirements.
3. Department Heads - Department Heads are responsible for maintaining and promoting safe and healthful working conditions throughout their departments.

Department Heads shall assure that their equipment, facilities and programs are safe, and that their departments follow all applicable OSHA and Consumer Safety Product Commission guidelines. The Department Heads shall meet to discuss safety issues, to make recommendations to eliminate potential hazards and risks, when possible, and to recommend policy changes to the City Manager.

4. City Safety Committee - In accordance with State law, the City shall have a City Safety Committee to promote safe working conditions and practices. The City Safety Committee meets monthly to discuss health and safety issues, and to recommend appropriate improvements. The Committee's members serve as primary contacts for risk management and loss control activities in their departments or facilities. Its members also assist in risk identification inspections and audits.

5. All Employees - All City Employees shall promote safety practices among their coworkers and maintain open communications regarding risk and safety matters. City Employees shall use the proper safety devices and protective equipment in their work. They shall obey all safety rules, and promptly report all unsafe activities, practices or conditions to their immediate supervisor.

