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Executive Summary 

Transmittal Letter 
Executive Summary 

 
City of Key West 
City Clerk’s Office 
3126 Flagler Avenue 
Key West, Florida 33040 

 
CC: 
Ben Few, IV 
Ben Few & Company, Inc. 
4560 Via Royale, Suite 3 
Fort Myers, FL 33919 
 
RE: Request for Proposal No. 07-015:  Property and Casualty Insurance Coverage 
 
Dear Ms. Smith and Mr. Few, 
 
On behalf of Arthur J. Gallagher & Co., we would like to thank The City of Key West and Ben Few & 
Company for the opportunity to demonstrate our capabilities and team qualifications for its “Request for 
Proposal No. 07-015: Property and Casualty Insurance Coverage”. 
 
Summary of Coverages Proposed 
The RFP document states: “Proposers may offer quotes on all coverage or separate lines of coverage. Failure 
to provide quotes on all lines of coverage will not result in automatic rejection of proposals.” The RFP also 
states “It is requested that proposers show a premium breakdown for each line of coverage proposed. 
Although the City has requested several types of coverage, some types may not be purchased.” This means 
that any premium shown separately by a proposer in the Proposal Summary Form/Questionnaire should 
stand on its own and not be tied to any other line of coverage.  
 
Our team has carefully reviewed this RFP and after extensive marketplace negotiations, we have found that 
the most competitive and comprehensive proposal we can offer the City is for the following first party 
coverages; property, equipment breakdown and crime. Our proposal for these coverages provides the City 
with substantial coverage enhancements while also delivering a 41% rate reduction and $316,053 in savings as 
compared to the current program. 
 
The terms of this RFP allow our property, equipment breakdown and crime coverages to be combined with 
the incumbent’s proposal through PGIT and other carriers for the self-insured casualty lines and ancillary 
coverages. This combination will provide the best total value to the City of Key West. Many other entities 
place their property separately from the PGIT program, including the City of Sarasota, Citrus County and the 
City of Treasure Island. This arrangement provides the best possible value to the City and will also allow the 
City to access the expertise of two insurance brokers. 
 
Summary of Brokerage Services Provided 
Gallagher is uniquely positioned to meet and exceed the needs of the City . The City of Key West and Ben 
Few & Company’s objectives and technical requirements are met by the Gallagher RFP response in a variety 
of ways, including: 
 

1. Public Entity Experience and Qualifications – Gallagher is the largest broker for public entities 
across the U.S., providing brokerage, claims, and loss control services to over 7,000 public entities.  
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Executive Summary 

Gallagher places more than $8 Billion in annual insurance premium and over $1.2 Billion in public 
sector premium.  Your Gallagher Florida team provides services to over 100 public entities. 
 
Gallagher Florida’s strength is large public entity property programs.  Gallagher has 33 public entity 
clients with property programs in excess of $1 Billion in Total Insurable Values (TIV). Please see 
page 48 for the full list. 
 

2. References – Gallagher’s experience with public entities similar to The City of Key West is 
extensive.  We provide brokerage services to many clients with similar characteristics to Key West 
including population size, catastrophic property exposure, and risk appetite among other 
characteristics.  There is no other broker in Florida that has as much experience with accounts similar 
to yours.  Please see page 47 for a sampling of similar clients. 
 

3. Customer Service / Loss Control Services - Gallagher offers a comprehensive list of available 
services to The City of Key West.  In addition to services provided, Gallagher will be able to 
coordinate additional services from our proposed carrier, PRM.  Please see a catalogue of services 
available to Key West on page 52.  While comprehensive, this list is not all encompassing.  If a need 
for unique services is required by The City of Key West, Gallagher is available and experienced at 
providing leading-edge and creative solutions to meet the ever-changing insurance landscape. 
 

4. Coverages & Options / Financial Stability of Provider – Gallagher’s quote offering through 
PRM provides significantly improved coverage limits and deductibles for many lines of coverage.  
The property coverage enhancements are considerable.  For full coverage highlights and breakdowns, 
please see comparison on page 31.  
 
Public Risk Management’s financial position is secure.  PRM’s Premium-to-Surplus Ratio exceeds 
pooling industry standards of 3:1.  PRM also has a conservative excess insurance structure which 
allows the City coverage though a panel of financially strong excess carriers rated AM Best XI or 
higher..  Membership includes 55 cities, counties and special districts in Florida.   
 
PRM also has a low aggregation of clientele in South Florida and no other members in Monroe 
County.  As with the current program under PGIT, The City of Key West’s property limits are 
shared with all members.  If a hurricane barrels through South Florida, Key West can feel 
comfortable about obtaining full indemnity with PRM.  Please see PRM client map on page 30. 
 

5. Pricing – The Gallagher offering of PRM for the Property line of coverage is materially competitive 
with The City of Key West’s expiring program..  The PRM property quote offers compellingly better 
coverage at a lower cost than the expiring PGIT program.  PGIT’s expiring property rate is at 90.9¢ 
while PRM’s offering is at 53.6¢ including broker costs.  This difference saves Key West $316,053 
annually (expiring adjusted for current TIV) on its property coverage.  Please see page 58. 
 

We believe that this response to RFP #07-051 demonstrates Gallagher’s exceptional competence in the 
evaluation categories referenced.  We appreciate the opportunity to present the unique capabilities of our 
company to The City of Key West and Ben Few & Company. Should the evaluation committee have any 
questions or need further clarification, please do not hesitate to contact us.  Thank you. 
 
 
 
 
Justin A. Wiley, CPCU, RMPE  Michael Gillon, ARM 
Area Assistant Vice President  Area President 
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Tab 3: Financial Stability/Coverage Breakdown 
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Financial Stability/Coverage Breakdown 

 Financial Stability of Insurance Provider 
The financial position of Public Risk Management of 
Florida (PRM) public entity insurance pool is 
categorized as notably stable and secure.  Formed in 
1987, PRM has consistently provided a quality and 
constant alternative to the general insurance 
marketplace.  PRM is not a rapid growth pool and 
has retained a tremendous percentage of long-time 
clients; currently including 55 members that 
comprise of counties, cities and special districts in 
Florida.  (Note:  Information from PGIT 2014 
financial statement.  Number of members is 
approximated from prior PGIT public entity RFP 
responses) 
 
 

PRM has nearly $40,000,000 in assets and of that, roughly $31,000,000 representing a cash-to-asset ratio of 77%.  PRM 
exceeds the industry benchmark of premium-to-surplus ratio of 3:1.  PRM is a non-assessable pool. 
 
In comparison to Preferred Governmental Insurance Trust (PGIT), PRM offers a stronger position per member, with 
greater assets- and cash-per-member.  In addition, PRM has approved a member distribution of $2,000,000 in 2014 
attributable to its’ solid financial position and positive underwriting results. 
 
PRM solidifies its financial position by purchasing excess and aggregate reinsurance with low retentions.  The 
reinsurance program is comprised of “A-rated” carriers as rated by AM Best with financial scores of “XI” or better.  
This structure allows PRM to administer and retain property losses up to the first $100,000.  After that primary layer, 
cedes the remainder of the loss to the reinsurers.  If a hurricane (or two) barrel through Florida, PRM is well positioned 
to pay claims to its affected members. 
 
The pool’s results are audited annually by a third party Certified Public Accountant.  Member rates are determined 
utilizing advice from third party actuarial services. 

 
 
 
 
 
 
 
 
 
 
 
 
 

PRM PGIT

Members 55 300

Assets 39,331,599$         177,202,287$       

Liabilities 28,680,047$         82,472,335$         

Net Position 10,651,552$         94,729,952$         

Operating Revenue 29,551,289$         92,197,372$         

Cash 30,449,895$         20,443,673$         

% Assets Cash 77% 12%

Assets / Member 715,120$             590,674$             

Cash / Member 553,634$             68,146$               

2014 Member Distribution 2,000,000$           ??

2014 Financials
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Financial Stability/Coverage Breakdown 

 
 
 
 
 
 
 
 
 
 
 
 
 

It is also important to note PRM’s client aggregation and geographical 
distribution in Florida.  With The City of Key West in mind, if a large 
hurricane crashed into Monroe County, the City would have a hedge in 
place due to PRM having no other clientele in Monroe County.  
Aggregation in Tri-County is also very low.  This provides assurance that 
maximum indemnification would be paid to Key West in a large 
catastrophic event. 
 
Please see the representation of PRM’s 55 client’s geographical distribution 
below.  
 

PRM Member Geographical Distribution 
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Financial Stability/Coverage Breakdown 

 Coverage Breakdown 
 
Property 
The Public Risk Management of Florida (PRM) property program provides considerable 
enhancements in coverage compared to the expiring program with PGIT.  In addition, it is very 
price competitive.  If The City of Key West decides to only elect the property program, the cost 
will remain the same as proposed.  

 As illustrated by the comparison 
(left), many important coverages 
are not sublimited within its total 
limit of insurance.  This provides 
The City of Key West with piece 
of mind that in the event of a large 
property event, you will be 
indemnified for the full financial 
loss.  
   
In regards to wind coverage, The 
City of Key West will have full 
Total Insured Values available 
from the pool with the beneficial 
“Named Wind Storm” deductible 
wording on a per building basis.  A 
key distinction from the expiring 
program is that there is no 
minimum amount.  Expiring 
program picks up after a deductible 
of $35,000 has been met. 
 
The flood program also provides 
several significant enhancements.  
The Excess Flood limit is increased 
from $5,000,000 to $50,000,000, 
with deductibles of $500,000 
(excess of NFIP) for both the 
building and its contents for high-
hazard zones of A and V.  All 
other low-hazard zones will have a 
deductible of $1,000, compared to 
expiring program deductibles of 
$2,500. 
 
The PRM pool also provides 
$50,000,000 of Earthquake 
coverage.  The expiring program 
does not provide coverage for 
earthquake. 
 
Denotes significant coverage enhancement. 

Property PGIT PRM

Named Windstorm Deductible 5%/$35,000 minimum 5%/$0 no minimum

Excess Flood Limit $5,000,000 $50,000,000 

Earthquake Limit/Aggregate None $50,000,000 

Flood Deductible $2,500 Other Zones $1,000 other zones

Flood Deductible

Excess NFIP Zones A & V or 5% 

Location whichever greater. If not 

eligible for NFIP deductible will 

be $1,000,000

Flood Zones A &/or V the 

deductible is Excess of maximum 

limits available  from NFIP, 

whether purchased or not, 

$500,000 per building and 

$500,000 contents per building 

Business Income $100,000
$100,000,000

(unscheduled excluded)

Debris Removal $2,000,000
Policy limits 

($75m named wind/$500m AOP)

Demolition included in Ordinance limit
Policy limits 

($75m named wind/$500m AOP)

Ordinance/

Increased Cost of Construction
$2,250,000 - includes demolition $25,000,000 

Accounts Receiveable $250,000
Policy limits 

($75m named wind/$500m AOP)

Additional Expense $1,000,000 $50,000,000 

Contingent Business Interruption $0 $3,000,000 

Extra Expense $1,500,000 $50,000,000 

Valuable Papers $100,000
Policy limits 

($75m named wind/$500m AOP)

Animals $1,000/$5,000 $2,500,000 

New Locations $2,000,000 $25,000,000 

Fire Department Charges $25,000
Policy limits 

($75m named wind/$500m AOP)

Service Interruption Coverage $100,000 $25,000,000 

Errors & Omissions $250,000 $25,000,000 

Off Premises Power Failure $100,000 $25,000,000 

Transit $250,000 $25,000,000 

Auto Physical Damage ACV ACV

Hired Physical Damage None ACV

Site Improvements/

Property In The Open

PGIT has not scheduled values in 

this category 

Replacement Cost on all property 

scheduled

Signs Not Attached to Buildings
Per schedule if within 1,000 feet 

of building

Policy limits 

($100m named wind/$500m 

AOP)

Pollutant Clean up $25,000/$50,000 Excluded

Fungus Clean up $10,000/$20,000 Excluded

Terrorism Excluded Rejected by PRM
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Financial Stability/Coverage Breakdown 

 
 Property (cont.) 

Business Interruption coverage is provided up to $100,000,000 from $100,000 provided by 
the expiring program.  This is a very important line of coverage that will play a key role in 
providing full indemnity in the event of a loss. 
 
Many other items that are sublimited in the expiring program are available at full limits with 
PRM including Debris Removal, Demolition, Accounts Receivable and Valuable Papers.  
Significant limit enhancements are provided for Ordinance coverage, Additional Expense, 
Newly Acquired Locations, Errors & Omissions, Transit, and Contingent Business 
Interruption coverages. 
 
Auto physical damage coverage is provided on the property form to take advantage of the 
more competitive pricing and favorable property deductibles.  Vehicles are indemnified at 
Actual Cash Value.  PRM also provides coverage for Hired Vehicles, while the expiring 
program does not offer coverage.  Over-the-road coverage is provided on the PRM form. 
 
In addition to the PRM property quote, Gallagher obtained a competing quote from 
AmRisc.  The AmRisc quote provides a program that is similar in cost to the City’s expiring 
program.  Due to significant advantages in coverage and price, comparisons will focus on 
the recommended PRM property option.  
 

Boiler & Machinery 
PRM’s program provides Boiler & Machinery (Equipment Breakdown) coverage via 
Travelers’ “A-rated” EnergyMax 21 form.  Coverage differences include a lower deductible - 
$10,000 versus expiring program deductible of $25,000.  A deductible of $25,000 remains 
for any transformers greater than 10,000 KVW.  Significant increases in coverage limits for 
Extra Expense coverage, Water Damage and Hazardous Substances.  All other coverages 
and conditions remain materially static from expiring. 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Boiler & Machinery PGIT PRM

Deductible $25,000 

$10,000

($25,000 for Transformer > 

10,000 KVW)

Extra Expense $1,000,000 $50,000,000 

Water Damage $500,000 $2,000,000 

Hazardous Substance $500,000 $2,000,000 
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Financial Stability/Coverage Breakdown 

 Inland Marine 
The biggest difference in coverages for Inland Marine (Contractors’ Equipment) coverage is 
PRM provides indemnity on a Replacement Cost basis versus Actual Cash Value on the 
expiring program.  This is important to replace equipment that is more than a couple years 
old.  The City will be able to replace its lost equipment at a valuation that will allow 
purchase of new(er) equipment. 
 
 
 
 
 
 
 
 
 
 
     Denotes significant coverage enhancement. 
 

Crime 
PRM offers crime coverage built into the property form.  The City will not have to pay extra 
for a separate policy.  The city currently pays $3,284 for crime coverage outside of the 
property program.  In addition to premium savings, the coverage conditions are significantly 
enhanced.  All line items are increased to $1,000,000 and the SIR/deductibles are 
significantly reduced from $25,000 to $1,000. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Inland Marine / Contractor's Eq. PGIT PRM

Valuation
Actual Cash Value 

(ACV)

Replacement Cost Value 

(RCV)

Communication Equipment Included Included

Contractor's / Mobile Equip Included As Scheduled

Other IM/Valuable Papers Included Included

Rented, Borrowed, Leased Included Included

Fine Arts Included Included

Limit SIR Limit Deductible

Employee Theft-Per Loss Coverage 975,000$        25,000$         1,000,000$     $1,000

Forgery or Alteration 75,000$         25,000$         1,000,000$     $1,000

Inside Premises-Theft of Money & Securities 975,000$        25,000$         1,000,000$     $1,000

Inside Premises-Robbery, Safe Burglary-Other Prop 975,000$        25,000$         1,000,000$     $1,000

Outside the Premises / In Tranist 250,000$        25,000$         1,000,000$     $1,000

Computer Fraud 975,000$        25,000$         1,000,000$     $1,000

Funds Transfer Fraud 975,000$        25,000$         1,000,000$     $1,000

Money Orders and Counterfeit Paper Currency Not Covered Not Covered 1,000,000$     $1,000

PGIT PRM
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Tab 4: Team Experience & Resumes 
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Team Experience & Resumes 

Administration & Staff Qualifications  
 
Team dynamics are critical to the successful implementation of a comprehensive and effective risk 
management program. The City of Key West’s team is an enthusiastic, experienced and dedicated team with 
focused expertise and unprecedented national experience in Public Entity Risk Management placement. We 
have organized a team of experts to assist in design, negotiation, and servicing of the City’s program. This 
hybrid model of local, regional, national, and international support will provide the City of Key West with the 
best mix of hands-on service combined with the best brokerage talent from across the entire Gallagher 
organization. The City’s Gallagher servicing team is displayed in the Organizational Chart below. Following 
our Gallagher Team Organizational Chart, the City will find our servicing team resumes and licenses.  
 

Gallagher Team Organizational Chart 

 
 
 
 

 
 
 
 
 
 
 
 
 
  

Team Leader 

Justin A. Wiley, CPCU, RMPE 
Area Assistant Vice President  

Justin_Wiley@ajg.com  
407-563-3542 

Program Administration 

Executive Leadership 
Michael Gillon, ARM 

Area President, Orlando 
Michael_Gillon@ajg.com 

407-563-3550 

Account Manager 
Kim Zastrow 

Client Service Manager 
Kim_Zastrow@ajg.com 

407-563-3537 

Specialist Resources 

Claims Advocate 
Bart Douglas, AIC, Director 
Gallagher Claims Advocacy  

Wholesale E&S Team Lead 
Wes Robinson, CIC, CRIS 

National Property President  

Cyber Risk 
Michael Guzman 

Cyber Risk Specialist 

Environmental Risk 
Anthony Lehnen 

Director, Environmental Risk 

Loss Control Advocate 
Jim Smith, M.S., CSP 

Director, Risk Control Services 

International Team Lead 
Mark Hubbard, AJG UK 
Director, U.S. Property 

Enterprise Risk Management 
Consulting  

Dorothy Gjerdrum 
Managing Director Public Sector 

Property Risk Engineering 
Wayne Onyx 

Director, Risk Services | HPR 
Engineering 

mailto:Justin_Wiley@ajg.com
mailto:Michael_Gillon@ajg.com
mailto:Kim_Zastrow@ajg.com
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Team Experience & Resumes 

Account Team Resumes 
Team Leader Resume  
 

 

Justin A. Wiley, CPCU, RMPE | Area Assistant Vice President  
Gallagher Public Sector 

Team Leader 

  
The Gallagher team is led by Justin Wiley who will be the primary coordinator 
of all Gallagher resources to The City of Key West.  Justin will have the ultimate 
responsibility to ensure the City receives exceptional service and expertise from 
the Gallagher network.  He will work hand-in-hand with other team members to 
ensure effective execution of the entire team. 

Relevant Experience & 
Qualifications 

Justin has worked in the insurance industry for 10 years including roles in 
production and underwriting.  He has been a part of the Gallagher Public Sector 
team for the past 3 years. 

Existing Clients Justin currently manages public entity client insurance programs including over 
$7 Billion of insured property and over $11 Million in annual insurance 
premiums. The current accounts managed by your Team Leader include: 

 1 City 

 1 County 

 1 Governmental Self-Insurance Pool 

 1 State Government 

 2 Airport Authorities 

 1 Special District 

Education, Licenses & 
Designations 

 2-20 Property & Casualty Agent 

 1-20 Surplus Lines Agent 

 2-15 Life, Health & Variable Annuity Agent 

 CPCU (Chartered Property Casualty Underwriter) 

 RMPE (Risk Management for Public Entities) 

 Florida State University – Finance and Commercial Real Estate 

 Present Member of National PRIMA Conference (Public Risk 
Management Association) 

 Article Published in the February 2015 Public Risk Magazine 
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Team Experience & Resumes 

Program Administration Resumes 
 

 

Michael Gillon, ARM | Area President  
Principal, Public Entity & Scholastic Division 

Executive Leadership  Michael Gillon is the Executive Leadership to Justin Wiley and the Gallagher 
Servicing Team. He is an exponential resource to The City of Key West and is 
used for his expertise in Florida Public Entities. He will work hand-in-hand with 
Justin to ensure effective execution of the entire team and program. 

Relevant Experience & 
Qualifications 

Michael specializes in providing services to public entities. Since 2002, Michael 
has worked closely with public entities and has been instrumental in designing 
and negotiating his clients’ insurance coverages as well as assisting with 
contractual risk management concerns. Michael will be available on a daily basis 
to respond to the service needs of the City and will assist in the design and 
implementation of your insurance programs. In 2014, Michael was promoted to 
the Area President of our Orlando branch. 

Existing Clients Michael currently manages public entity and higher education client insurance 
programs including over $20 Billion of insured property and over $30 Million in 
annual insurance premiums. The current accounts managed by Michael include: 

 2 Large Florida City Governments 

 3 Large Florida County Governments 

 1 Large Florida School District 

 3 Florida Educational Self-Insurance Pools 

 1 State Government 

 3 Large Airport Authorities 

Education, Licenses & 
Designations 

 Licensed 2-20 Property & Casualty Agent 

 Associate in Risk Management (ARM) 

 Bachelors of Science in Finance and Insurance—University of Florida  
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Team Experience & Resumes 

 

Kim Zastrow, Client Service Account Manager 

Account Manager As account manager, Kim will work hand-in-hand with Justin and the 
entire local brokerage team. Kim’s job responsibilities include providing 
technical expertise, handling the daily servicing responsibilities, and 
ensuring all team members are up-to-date on all aspects of The City of 
Key West’s program.  She will also assist in the marketing phase of the 
insurance renewal cycle, working closely with the City to help facilitate 
the gathering of exposure information, and working closely with Justin in 
the negotiations with the insurance companies. 

Relevant Experience & 
Qualifications 

Kim brings over 30 years of experience to The City of Key West.  Since 
joining Arthur J. Gallagher in 2014, she has focused on designing and 
servicing private schools and commercial accounts and has experience 
with a variety of other insurance exposures. As Account Manager, Kim 
works hand-in-hand with Justin and the entire team to respond to the 
City’s daily needs. 

Existing Clients Kim has a manageable workload of 15 individual clients to ensure 
availability to The City of Key West. Her current clients include: 

 8 Private/Charter Schools 

 3 Technology-Related Firms 

 3 Real Estate Firms 

 1 National Automotive Account 

Education, Licenses & 
Designations 

 Licenses 2-20 
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Team Experience & Resumes 

Specialist Resources Resumes 
 

 

Bart Douglas, AIC | Managing Director 
Gallagher Claims Advocacy 

Claims Advocate  Bart is available to assist The City of Key West with regular claim reviews and in 
the claims settlement process to ensure prompt, fair claim settlements.  In the 
event of significant losses, Bart will be available to assist the City as your 
professional advocate, dealing directly with the claims adjusters who represent 
the various insurance companies participating on The City of Key West’s 
program.  

Relevant Experience & 
Qualifications 

Bart has been involved in claims and risk management for over 25 years and 
primarily services public sector clients at Gallagher. He has provided advocacy 
for large first party and third party claims and is available to assist The City of 
Key West should an unfortunate claim arise. 

Existing Clients Bart has been instrumental in his participation with a number of clients. His 
client base consists of primarily public entity and higher education accounts 
including:  

 Florida Governments 

 Florida School Districts 

 Ecclesiastical Provinces including Catholic Schools 

Education, Licenses & 
Designations 

 Associate in Claims (AIC) Designation 

 Candidate for Chartered Property Casualty Underwriter Designation 

 Bachelors of Science in Social Science—Harding College, Searcy 
Arkansas 

 

 

Jim Smith, M.S., CSP | Managing Director 
Southeast Regional Risk Control 

Risk Control  Jim’s role is to coordinate loss control activities and training as desired by The 
City of Key West to reduce your cost of risk. 

Relevant Experience & 
Qualifications 

Jim has 29 years of experience in risk control and is a frequent speaker for our 
clients and national safety associations on topics including public entity and 
higher education loss trends, workplace safety, vehicle operations loss control, 
effective media relations and employment practices. 

Existing Clients Jim has been instrumental in his participation with a number of clients. His 
client base consists of primarily public entity and higher education accounts 
including:  

 Florida School Districts 

 Florida Governments 

 Ecclesiastical Provinces including Catholic Schools 

Education, Licenses & 
Designations 

 Certified Safety Professional—Comprehensive Practice  

 Masters of Science and Bachelors of Science—Industrial Safety 
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Team Experience & Resumes 

 

Wes Robinson, CIC, CRIS 
National Property President | Wholesale E&S 

Wholesale E&S Team 
Lead  

Wes has worked closely with the Gallagher team for 12 years placing complex 
catastrophe exposed accounts ranging in size from a few hundred thousand in 
premium to over $15 million.  He currently manages over $60 million in 
property premium, and is also RPS’ national property resource for their 
brokerage network which places over $600 million in property premium. In the 
event that your core proposed Gallagher servicing team needs additional 
assistance in accessing domestic excess and surplus lines carriers, Wes will step 
in and be of assistance to the Gallagher team. In this role, he will negotiate 
appropriate coverage terms, pricing, and program structure while working in 
tandem with the Gallagher team to ensure the most competitive capacity is 
provided to The City of Key West. 

 

 

Mark Hubbard | Managing Director | | AJG U.K. 
Gallagher Wholesale | Property & Casualty Division  

International Team 
Lead  

Mark will function as the lead for accessing the wholesale global 
marketplace outside of North America. Mark has been part of the 
Gallagher team for the past 14 years working almost exclusively 
on difficult to place client accounts where large amounts of catastrophe 
aggregate is required from markets from outside the USA. Throughout 
his 28 year career, Mark has worked in various different Property 
insurance areas but always specializing in the Property Catastrophe 
sector. Mark is a senior market contact with many insurance companies 
throughout UK, US, Bermuda and Europe where he enjoys strong 
relationships with key personnel within these organizations. 

 

 

Michael Guzman, ARM | Senior Account Executive  
Gallagher Cyber Risk 

Cyber Risk Specialist Michael specializes in providing services to educational institutions and 
governmental entities. He has worked closely with similar public entity clients 
and has been instrumental in designing and negotiating cyber insurance 
coverages. Michael is Gallagher Florida's leading Cyber Risks Expert. He has 
spoken at Florida and Regional RIMS and also Florida PRIMA. Michael’s 
primary accounts include Higher Education, Private K-12 Educational 
Institutions, State Governments, and Cities. He is a licensed 2-20 property and 
casualty agent and also has his Associate in Risk Management (ARM) 
designation. Michael received his bachelors of science in risk management and 
insurance from Florida State University. He is a member of Public Risk 
Management Association (PRIMA) and Orlando Young Professionals (OYP). 
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Team Experience & Resumes 

 

Dorothy Gjerdrum, ARM-P, CIRM 
Executive Director, Public Sector 

Risk Management 
Consulting  

As Senior Managing Director of Gallagher Public Sector, Dorothy leads 300 
Gallagher insurance brokers and specialists dedicated to public sector clients 
across the United States, focusing on issues of risk management, exposure 
identification, pool operations and enterprise risk management (ERM).  In 
addition to leading the broker group, Dorothy provides consulting and risk 
management services to select Gallagher public sector and higher education 
clients. Dorothy is available to discuss and recommend ERM and Risk 
Management Insurance Systems (RMIS) processes and resources to The City of 
Key West as needed.    

 

 

Anthony L. Lehnen, CHMM | Area Senior Vice President 
Director, Environmental Risk 

Environmental Risks Mr. Lehnen is the Managing Director of Gallagher Environmental Risk and 
Insurance (GERI).  GERI is an expertise group within Arthur J. Gallagher Risk 
Management Services, Inc. (Gallagher) that focuses on risk management issues 
of companies with environmental exposures.  As an Area Senior Vice President, 
Mr. Lehnen is responsible for providing technical knowledge, brokering, and 
sales of environmental insurance for GERI throughout the United States.  Mr. 
Lehnen also has the responsibility for maintaining relationships with the primary 
providers of environmental liability insurance. Anthony will be available to the 
team as needed. 

 
 

 

Wayne Onyx | Area Senior Vice President 
Director, Risk Services | HPR Engineering 

Wholesale E&S Team 
Lead  

Wayne is a Senior Consultant with Gallagher’s Risk Service group and is 
available for various special projects relating to Property Engineering, including 
managing carrier risk control services, plan review and special projects. Wayne 
brings over 25 years of experience in loss control including 15 years with Arthur 
J. Gallagher & Co. Wayne is proficient in both the NFPA (National Fire 
Protection Association) standards and FM Global data sheets to meet client 
needs in addition to being a member of the NFPA and local SFPE (Society of 
Fire Protection Engineering) chapter.  He has also recently has authored a 
chapter on fire protection maintenance and testing for the ASSE’s (American 
Society of Safety Engineers) Safety Professionals Handbook. Wayne will be 
available to the team as needed. 
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Firm & Public Entity Experience 

Firm Overview and Experience  General Overview of Gallagher 
Arthur J. Gallagher & Co. is one of the largest insurance risk management firms in the 
world. Gallagher was founded in 1927 and is publicly traded on the NYSE under the 
symbol “AJG.” Gallagher has over 85 years of experience in the insurance brokerage 
and risk management industry. We have offices and affiliates in over 150 countries and 
are responsible for the placement and administration of approximately $20 billion in 
written premium. 

 
 
 
 
 
 
 
 
 
 
 
 

Arthur J. Gallagher & Co. 

Home Office   

The Gallagher Centre  
2 Pierce Place  
Itasca, IL 60143-3141 
(630) 773-3800 

Founded 1927 

Size World’s fourth largest insurance broker 

Revenues $4.6 Billion in total revenues in 2014 

Employees 20,000+ 

Sales and Service Offices More than 650 in 30 countries 

Approximate Number of 
Public Entity Clients  
 
 
 
 
 
Public Sector represents 
the largest client group 
within Gallagher 

• Over 7,000 Public Entity and Scholastic Clients 

• 1,000’s of individual cities, counties, parishes, 
schools and special districts 

• 1,000’s of municipalities 

• 18 state government 

• Serve more than 3,500 schools (40% of the largest 
100 schools) 

• 120 pools (estimated 10,000 individual entities) 

• Three of Brokerage Service Division (BSD’s) five 
largest clients are public sector 

Public Sector Locations 
Over 30+ offices  
Over 325 sales and services professionals  

Area of Specialization  

AJG has almost twenty industry and coverage practice 
groups servicing industries ranging from Public Sector, 
Higher Education, Aviation, Construction, Energy, 
Healthcare, Life Science, Marine, Real Estate, Religious 
& Nonprofit, Restaurant, and Tech & Telecomm. 
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Firm & Public Entity Experience 

Arthur J. Gallagher & Co. is an international brokerage firm with various operating 
companies.  Gallagher is currently the fourth largest broker in the world.  Since 2012 
we have made over 150 acquisitions.   
 
Our four key priorities include: 

1. Organic revenue growth 
2. Mergers and acquisitions 
3. Productivity and quality enhancements 
4. Maintaining our unique team-orientated sales culture 

 

Arthur J. Gallagher & Co. Awards and Recognitions  
In 2012, 2013, 2014 and 2015, Arthur J. Gallagher & Co. has been named as one of the 
World’s Most Ethical Companies. Gallagher joins a small group of companies 
committed to operating at the highest ethical standards, being the only insurance 
broker to earn this recognition. Gallagher also was recognized and honored as one of 
Forbes’ 2015 America’s Best Employers award. Earlier this year, our CEO and 
Chairman President, Pat Gallagher, stated: 

 
We are delighted to be recognized by Forbes as a 2015 America's Best 
Employer. The Gallagher culture emphasizes teamwork, inclusiveness and 
mutual respect, and we strive to provide a supportive work environment that 
allows our employees to grow and succeed. This recognition, combined with the 
announcement earlier this month from the Ethisphere Institute that we were 
again recognized as a World's Most Ethical Company, represents a powerful 
testimony to the strength of our global organization. 
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Firm & Public Entity Experience 

Gallagher Florida 
In the State of Florida, Gallagher opened its first office in 1977.  Arthur J. Gallagher & 
Co. currently employs 150 property and casualty employees in Florida, places over 
$525 Million in premium and maintains five brokerage offices (Orlando, Boca Raton, 
Miami, Tampa and Jacksonville).  
 
Our Orlando Branch specializes in Public Sector Risk Management Programs. 
Gallagher’s specialized companies provide a full range of Insurance and Risk 
Management Services, including, but not limited to, Actuarial Services, Alternative Risk 
Management Options, Claims Management and/or  

 
Advocacy Services, and Loss Control Development and Assistance, Wind Modeling 
and FEMA Expertise. 
 

Arthur J. Gallagher Risk Management Services, Inc. 
Orlando, Florida 

Local Office 
200 South Orange Avenue 

Suite 1350 
Orlando, FL 32801 

Founded 1991 

Professional Staff 20 

Approximate 
Percentage of Public 

Sector Clients 
Approximately 80% 

Area of Specialization 
Public Sector (Governmental Entities, Public School 

Districts), Colleges/Universities, Religious, Real 
Estate, Restaurants and Marine. 

 

Arthur J. Gallagher & Co.’s Corporate Philosophy  
The guiding principles of our company were established at the very beginning and 
remain with us today. In 1984, then CEO Bob Gallagher, put those values into writing 
in the form of The Gallagher Way, a document listing 25 tenets that form the basis of 
our ethical grounding and what we believe as a company. 

  
When discussing values, we distinguish between Compliance and Ethics. Compliance 
tells us what we must do; Ethics involves the things that we, as a group of people, have 
agreed we should do. The Gallagher Way is over 25 years old, but the basic values 
established in 1927 and the statement of those values written in 1984 are as relevant as 
ever today. The following are a brief summary of some of those core values: 

  
Respect for each other:  This respect does not stop at our office walls. It extends 

beyond those walls to our clients, to our insurance carriers, to our competitors, and to 
our fellow human beings around the world. 
  
Empathy toward others:  We understand that as a global company, we have the 
ability to impact the welfare of people in a powerful way. We accept that challenge 
through our support of the Gallagher Foundation and through the contributions of 
our employees’ time, resources, and energy to those who are less fortunate. 
  
Leadership in our industry:  As one of the world’s largest insurance brokers, we 
strive to mentor others by example. We set the bar high through our comprehensive 
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Firm & Public Entity Experience 

Corporate Social Responsibility program. We will continue to encourage others to 
focus on values as well as profits. And we will set the standard for appropriate conduct 
in the world community. The values that were established and accepted at Gallagher 
throughout the years will continue to be the basis for what we, as a group of people, 

have agreed we should do. We expect that each member of the Gallagher Community 
will demonstrate those values to you. 

 
Our Global Reach 
Gallagher distributes its local sensibilities worldwide.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Professional Excellence 
In addition to these shared values outline on the following page, we adhere to a strict 
professional standards program to guarantee quality and satisfaction within our 
customer base.  Arthur J. Gallagher strives for the highest professional excellence in 
the delivery of our risk management services. 
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Firm & Public Entity Experience 

Business Without Barriers 
The following infographic provides a high level overview of Arthur J. Gallagher’s global 
reach and expertise.  Gallagher has the resources and capabilities to provide brokerage 
services for any risk anywhere in the world. 
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References 

Reference #1 City of Orlando 

Contact Name  Raymond Scullian 

Address 400 South Orange Avenue, Orlando FL 32801 

Telephone (407) 246 3343 | raymond.scullian@cityoforlando.net 

Date of Contract  2005 - present 

 

Reference #2 City of Jacksonville 

Contact Name  Cecilia L. Ford 

Address 231 E. Forsyth Street, Suite #470, Jacksonville, FL  32202 

Telephone 904-630-7290 | cford@coj.net 

Date of Contract  2014 - present 

 

Reference #3 City of Boca Raton 

Contact Name  Jean Heald 

Address 201 W. Palmetto Park Rd., Boca Raton, FL  33432 

Telephone 561- 393-7970 | jheald@myboca.us 

Date of Contract  2000 – present  

 

Reference #4 City of Miami Beach 

Contact Name  Sonia Bridges 

Address 1700 Convention Center Drive, Miami Beach, FL 33139 

Telephone; Email 305-673-7000 | soniabridges@miamibeachfl.com 

Date of Contract  1995 – present 

 

Reference #5 City of Clearwater  

Contact Name  Monica Mitchell  

Address P. O. Box 4748, Clearwater, FL  33758 

Telephone; Email 727-563-4533 | Monica.Mitchell@myclearwater.com 

Date of Contract  2000 - present 
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References 

Florida Clients with Insured Values $1 Billion or Greater 
 

 
 
 
 

Client Name 
Approximate  

Total Insured Values 
Years as Client 

FLORIDA CLIENTS 

State of Florida $22,420,000,000 7 

Miami-Dade County Board of County Commissioners $12,620,000,000 29 

The School Board of Miami-Dade County $8,727,000,000 37 

Florida Colleges System Risk Management Consortium $7,200,000,000 35 

The School Board of Broward County $6,354,000,000 38 

Florida Department of Transportation $5,440,000,000 16 

Florida Religious Organization $5,412,000,000 48 

Broward County Board of County Commissioners $4,740,000,000 6 

Orange County Board of County Commissioners $3,714,000,000 20 

N.E. Florida Educational Consortium $3,500,000,000 33 

City of Jacksonville $3,046,000,000 1 

The School District of Duval County $3,023,000,000 34 

The School Board of Polk County $2,758,000,000 1 

Palm Beach County Board of County Commissioners $2,400,000,000 34 

Greater Orlando Airport Authority $2,354,000,000 12 

Hillsborough County Aviation Authority $2,267,000,000 1 

Hillsborough County Board of County Commissioners $2,095,000,000 12 

City of Lakeland $1,900,000,000 19 

The School Board of Brevard County $1,896,000,000 14 

Pinellas County Board of County Commissioners $1,800,000,000 5 

Miami-Dade Water and Sewer $1,780,000,000 2 

The School District of Osceola County $1,447,000,000 4 

Panhandle Area Educational Consortium $1,203,000,000 2 

Orlando-Orange County Expressway Authority $1,137,000,000 13 

Pasco County Board of County Commissioners $1,050,000,000 20 

Clay County School Board $1,000,000,000 17 

OUT OF STATE CLIENTS 

State of Minnesota $13,003,000,000 3 

State of Texas $9,079,000,000 3 

Tennessee Municipal League Risk Management Program $7,722,000,000 7 

Nashville and Davidson County Metro Government $7,000,000,000 3 

State of Idaho $6,494,000,000 7 

Alabama Municipal Insurance Corp. $5,324,000,000 14 

Montana Association of Counties (MACo) $1,157,000,000 12 

TOTAL $158,442,000,000   
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Gallagher Services & Loss Control Services 

 Customer Service and Service Capabilities including Loss Control 
Services 
The City of Key West will be primarily serviced by Arthur J. Gallagher & Co.  
Main point of contact is Area Assistant Vice President, Justin A. Wiley, CPCU, 
RMPE, out of Orlando, FL.  Executive oversight will be provided by Area 
President, Michael Gillon, ARM.  The City will enjoy specialized “public entity” 
based service and expertise.  Nearly 80% of Gallagher Orlando’s book of 
business is “larger” public entities similar to The City of Key West.  With this 
specialty, The City’s Risk Management and Executive Staff can rest assured 
knowing that its risk management and insurance programs are in the best and 
most qualified hands possible. 
 

Claims Advocacy 
Should there be a claims dispute, Bart Douglas, AIC, National Managing Director 
of Gallagher’s Claims Advocacy Practice will coordinate services to provide the 
best outcome of indemnifying The City of Key West. 
 

Overview of Success 
 

Claims Advocacy – Public Entity Client 
The 2004 Hurricane Season provided an unprecedented scenario of multiple hurricanes impacting a client within a short 

period of a few weeks. The client had a layered property program with multiple carriers involved in the primary layer. 
Initially, all carriers took the position that a separate deductible should apply for each storm. 

 
Gallagher Claims Advocacy Consultants became extensively involved, meeting with carrier adjusters and coordinating 

adjusting firm to dispute initial findings. 
 

As a result of Gallagher’s efforts, the final loss payment was increased by over $1,400,000. 

  
Loss Control 
Loss Control services will be coordinated by Justin Wiley with the assistance of 
Southeast Regional Risk Control Practice Managing Director, Jim Smith, MS, 
CSP.  Jim specializes in providing loss control services specific to the needs of 
public entities.  Jim is based in Gallagher’s Miami office. 
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Gallagher Services & Loss Control Services 

 Catalogue of Gallagher Loss Control Services 
Please see below a catalogue of services available to Gallagher public entity 
clients below.  While comprehensive, this list is not all encompassing.  If a 
need for unique services is required by The City of Key West, Gallagher is 
available and experienced at providing leading-edge and creative solutions 
to meet the ever-changing insurance landscape. 
 

   

 
 
 
 

Property Services

Catastrophic PML Modeling

Secondary Wind Characteristics

Valuation Services

FEMA Coordination

Stafford Interpretation

Catastrophic Program Design

Property Program Schematics

Flood Map Interpretation

Employment Practices

Employment Practices Overview

Interviewing & Hiring

Discipline & Termination

Anger, Conflict & Violence

Alcohol & Substance Abuse

Performance Management

Preventing Discrimination

Sexual Harassment for Supervisors

Understanding Employee Leave

Cyber and PII Training

Human Resources

Ethics in the Workplace

Customer Service

Drug-Free Workplace

Alcohol-Free Workplace

HIPAA Awareness

Workplace Diversity

Workplace Stress

OSHA & Compliance

Back Injury prevention

Blood borne Pathogen Safety

CPR Training

Forklift Training

Eye Safety

Respiratory Protection

Fire Extinguisher Safety

Electrical Safety

Lock-out/ Tag-out

Ergonomics

& much more

Spanish courses offered

Environmental

Hazmat Transportation

Asbestos & Lead Awareness

Spill Prevention & Control

Combustible & Flammable Liquids

Disaster Preparedness

Motor Vehicle Safety

Aggressive Driving

Defensive Driving

Safe Backing

Distracted Driving

Vehicle Inspection & Maintenance

Dangers of Speeding

Supervisor Curriculum:

Incident Investigation

Personnel Selection

Suspicion of Drugs or Alcohol

Public Entity Services

Claims Advocacy

Loss Control Services

White Papers

Quarterly Market Reports

Annual Stewardship Reports

Historical Info on Claims Bills

Audit Support

Peer Benchmarking

Contract Review

Underwriter Meetings

Emergency Preparedness

Proprietary/Exclusive Programs

Certificate Management

Custom RMIS Software
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Gallagher Services & Loss Control Services 

 Additional Loss Control Support 
In addition to brokerage and consultative services provided by Gallagher, the 
City will receive additional service and loss control support from Public Risk 
Managers of Florida (PRM).  A key factor in PRM’s high client retention ratio 
is its services provided.  Services offered, but not limited to, are below: 
 

Risk Analysis 
Onsite risk analysis services are provided for PRM members in an attempt to 
identify potential loss producing hazards and to assist with regulatory 
compliance.  A risk analysis includes a review of the following areas: 
 

1. Record Keeping Analysis 
2. Written Program Requirements 
3. Physical Hazards Identification 
4. Training Needs 

 

Regulatory Assistance 
Numerous OSHA and safety related technical resources are available to assist 
members in complying with a multitude of Federal and State safety 
requirements. 
 

1. Compliance Assistance 
2. Guidelines 
3. Regulatory Interpretations 
4. Post Audit Consultations 
5. Citation Validation 

 

Safety Program Developments 
A variety of written safety and loss prevention programs are available to meet 
the needs of members.  Whether they require a basic program to comply with 
a specific regulation, or a city/county wide safety program, PRM Loss 
Prevention Services can help. 
 

1. Individual Regulatory Programs 
2. Comprehensive Programs 
3. State Approved Discount 
4. Programs 

 

Technical Assistance 
PRM offers a wide variety of specialty services as a part of the Loss Prevention 
Program.  PRM discusses individual concerns and provides results-oriented 
solutions that meet your needs. 
 

1. Job Hazard Analysis 
2. Safety Committee Set-up & 
3. Participation 
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Gallagher Services & Loss Control Services 

Safety Training 
PRM believes training and education are of the most effective methods in 
reducing workplace accidents and losses.  PRM Loss Prevention Services 
include training support at both the supervisory and employee levels. 
 

1. Formal Classroom Training Sessions 
2. Training Literature & Materials 
3. Supervisor “Safety Talks” 
4. Safety Video Library 

 

Loss Trending 
PRM provides frequent loss trending reports to each member.  These reports 
provide valuable information that identifies potential problem areas within 
each line of coverage.  PRM believes this information allows members to 
intervene before experiencing a serious loss situation. 
 

1. Injury Frequency Trending 
2. Comparative Analysis with other PRM members 
3. Major Sources of Losses 

 

Employment Practices 
PRM provides Employment Practices Liability loss prevention services to its 
members by providing an in-depth review and audit of all employment related 
practices and policies with additional legal support from the office of Allen, 
Norton & Blue, who specializes in labor law. 
 

1. Employment Practices Audit 
2. Analysis upon request 
3. Assistance in preparing 

a. Employee Handbook 
b. Personnel Rules and Regulations 
c. Job descriptions 

4. Assistance in Salary Surveys 
5. Assistance in Benefit Surveys 
6. Human Resources Video Library 

 

Property Appraisals  
All PRM members are required to have property appraisals done once every 
five (5) years.  These services are coordinated by CBIZ Valuation Group, LLC.  
CBIZ appraisals include a site plan and a color photo of every location.  
Appraisals are important to ensure member property programs are 
administered to value and members receive full indemnification in the event of 
a loss.  In addition, updated property information allows PRM to contract with 
reinsurance partners at extremely competitive terms.  To The City of Key 
West, this means stronger coverage terms and pricing than available anywhere 
else. 
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Gallagher Services & Loss Control Services 

Claims Handling 
A large reason for PRM’s high client retention is its customer service during 
claims handling.  Gallagher Bassett Service, Inc. handles claims administration.  
Gallagher Bassett is experienced in handling claims for Florida public entities 
and Florida workers’ compensation.  GB has eight (8) offices staffed with over 
250 employees in the state and process for over 150 public entities.  The client 
has input and approval in the claims settlement process and in the selection of 
defense counsel.  Claims administration costs are included in the program 
pricing. 
 

Investigative Services 
Gallagher Bassett Investigative Services offers a range of investigative tool 
that, employed separately or in combination, create a formidable first line of 
defense in such high-risk areas as:  insurance fraud, embezzlement, theft and 
other tangible asset losses; personal and asset protection; due diligence; and 
pre-employment screening. 
 

Managed Care 
PRM contracts with a managed care provider, GENEX, to develop an 
acceptable Managed Care Program.  GENEX provides a network of 
physicians, hospitals, clinics and ancillary providers.  GENEX also provides 
valuable services such as utilization and peer review, employee education, 
provider bill audit, as well as encouraging early return to work programs. 
 

Self-Governing Board 
PRM is self-governed by its members.  Each member has a representative on 
the Board of Directors and it is the Board that sets the policy for PRM and it 
is upheld and administered by the Executive Board. 
 

Law Enforcement Hotline 
PRM offers a Pre-Defense Review Service on a 24-hour basis for law 
enforcement related critical incident matters.  The primary objective is to 
provide police supervisors with immediate loss prevention including the 
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Proposed Pricing 

 
 Proposed Program Pricing 

 
Arthur J. Gallagher is pleased to present a property program option to The City 
of Key West.  In regards to the casualty program, based on our marketing 
efforts, we believe that PGIT is the best option for the City at this time.  We are 
aware of several public entities that utilize PGIT for one or more lines of 
coverage, so diversifying the property from the PGIT program should pose no 
complication. 
 

 Based on RFP stated total insurable values of 
$83,695,264 including buildings, contents, auto 
physical damage, inland marine, boiler & 
machinery, business interruption coverage, and 
the new transit building; also including 
Gallagher’s proposed brokerage fee (roughly 
11%), the total premium is $448,220 or 
53.6¢/$100 of TIV.  Adjusted for the year-over-
year TIV difference ($9,680,869) and factoring 
the $3,284 in premium saved by having the crime 
coverage combined into the property policy, The 
City of Key West will save $316,053 or 41.2% by 
selecting Gallagher/PRM as their property 
broker/carrier, respectively. 
 
Arthur J. Gallagher is requesting a broker of 
record letter to place and service all lines of 
property coverage including primary flood 
coverage (NFIP policies).  This is requested to 
provide seamless service and support for all 
property and first-party related coverages in the 
event of a catastrophic claim and potential need 
for FEMA-related claims support. 
 

  

 
 

Expiring 2015-2106

PGIT PRM

Building 57,531,060$      56,271,515$      

Contents inc w/ bldg 9,872,700$        

APD 12,995,299$      12,995,300$      

IM 3,438,036$        3,555,749$        

BI 50,000$            1,000,000$        

Total TIV 74,014,395$      83,695,264$      

Base Premium 672,587$          360,212$          

B&M Premium inc 6,341$              

Transit Building n/a 31,667$            

Crime 3,284$              inc

Fee/Comm. inc 50,000$            

Total 675,871$          448,220$          

Rate 0.913 0.536

2015 TIV 83,695,264$      83,695,264$      

Rate 0.913 0.536

Adjusted Premium 764,273$         448,220$         
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REPORT OF INDEPENDENT AUDITOR 

 

 

The Board of Directors 

Public Risk Management of Florida 

 

I have audited the accompanying financial statements of Public Risk Management of  Florida as of and 

for the years ended September 30, 2014 and 2013, and the related notes to the financial statements, as 

listed in the table of contents.   

 

Management’s Responsibility for the Financial Statements 

 

Management is responsible for the preparation and fair presentation of these financial statements in 

accordance with accounting principles generally accepted in the United States of America; this includes 

the design, implementation and maintenance of internal control relevant to the preparation and fair 

presentation of financial statements that are free from material misstatement, whether due to fraud or 

error. 

 

Auditor’s Responsibility 

 

My responsibility is to express an opinion on these financial statements based on my audits.  I conducted 

my audits in accordance with auditing standards generally accepted in the United States of America.  

Those standards require that I plan and perform the audit to obtain reasonable assurance about whether 

the financial statements are free from material misstatement. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 

the financial statements.  The procedures selected depend on the auditor’s judgment, including the 

assessment of the risks of material misstatement of the financial statements, whether due to fraud or 

error.  In making those risk assessments, the auditor considers internal control relevant to the entity’s 

preparation and fair presentation of the financial statements in order to design audit procedures that are 

appropriate in the circumstances.  An audit also includes evaluating the appropriateness of accounting 

policies used and the reasonableness of significant accounting estimates made by management, as well as 

evaluating the overall presentation of the financial statements.   

 

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my 

audit opinion. 
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Opinion 

 

In my opinion, the financial statements referred to above present fairly, in all material respects, the 

financial position of Public Risk Management of Florida, as of September 30, 2014 and 2013 and the 

changes in net position and cash flows for the years then ended in accordance with accounting principles 

generally accepted in the United States of America.  

 

Emphasis of Matter 

 

As discussed in Note 1, Public Risk Management of Florida and its independent actuarial firm have 

estimated the reserves for claims payable at amounts which they believe are adequate to satisfy the 

ultimate obligations.  While management and their independent actuarial firm believe that the amounts are 

adequate, assumptions and projections as to future events are necessary and the ultimate liabilities may be 

in excess of or less than the amounts provided. 

 

Other Matters 

 

Accounting principles generally accepted in the United States of America require that management’s 

discussion and analysis and claims development information, as listed in the table of contents, be 

presented to supplement the financial statements.  Such information, although not a part of the financial 

statements, is required by the Governmental Accounting Standards Board, who considers it to be an 

essential part of financial reporting for placing the financial statements in an appropriate operational, 

economic, or historical context.  I have applied certain limited procedures to the required supplementary 

information in accordance with auditing standards generally accepted in the United States of America, 

which consisted of inquiries of management about the methods of preparing the information and 

comparing the information for consistency with management’s responses to my inquiries, the financial 

statements, and other knowledge I obtained during my audits of the financial statements.  I do not express 

an opinion or provide any assurance on the information because the limited procedures do not provide me 

with sufficient evidence to express an opinion or provide any assurance. 

 

 

 

 
 

 

Certified Public Accountant 

 

Altamonte Springs, Florida 

March 9, 2015 
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PUBLIC RISK MANAGEMENT OF FLORIDA 

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) 

Years Ended September 30, 2014 and 2013 

 

 

As management of Public Risk Management of Florida (PRM), we offer readers of PRM’s financial 

statements this narrative overview and analysis of the financial activities of PRM for the fiscal years 

ended September 30, 2014 and 2013 with selected comparative information for the fiscal year ended 

September 30, 2012. 

 

 

Overview of the Financial Statements 

 

This discussion and analysis are intended to serve as an introduction to PRM’s basic financial statements.  

PRM's basic financial statements are comprised of the financial statements, notes to the financial 

statements and required supplementary information.  The financial statements are designed to provide 

readers with a broad overview of PRM’s finances, in a manner similar to a private-sector business. 

 

The statements of net position present information on all of PRM’s assets and liabilities, with the 

difference reported as net position.  

 

The statements of revenues, expenses and changes in net position present information on all of PRM's 

revenues and expenses.  Any excess or deficiency of revenues over expenses is reported as an increase or 

decrease to net position. 

 

The statements of cash flows present information on cash flow provided by and used in activities.  The 

activities are classified into one of three categories:  operating activities, capital and related financing 

activities, and investing activities. 

 

Notes to the financial statement provide additional information that is essential to full understanding of 

the data provided in the financial statements.  

In addition to the financial statements and accompanying notes, this report also presents certain required 

supplementary information concerning claims development. 

 

 

Financial Highlights 

 Total assets decreased by $3,213,843 in 2014 to $39,331,599, primarily due to distributions to 

members. 

 For the year, PRM had operating income of $281,065 compared to operating income in 2013 of 

$682,085.  

 Investment income was $36,399 compared to $40,287 in 2013 due to a decrease in cash balances 

and continued low interest rates. 
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PUBLIC RISK MANAGEMENT OF FLORIDA 

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) 

Years Ended September 30, 2014 and 2013 

 

Financial Analysis 

 

The statement of net position presents the financial position of PRM at the end of the fiscal year.  The 

statement includes all assets and liabilities of PRM.  Net position is the difference between total assets and 

total liabilities and is an indicator of the current fiscal health of PRM.  The following is a summarized 

comparison of PRM’s assets, liabilities and net position at September 30. 

 

       2014       2013       2012 

Assets    

Current assets $38,788,776 $41,984,223 $46,257,597 

Capital assets          57,671          76,067          56,567 

Other assets        485,152        485,152        485,152 

     Total Assets   39,331,599   42,545,442   46,799,316 

    

Liabilities    

Current liabilities   13,345,686   11,137,973   11,635,928 

Long term liabilities   15,334,361   18,073,381   18,551,672 

     Total Liabilities   28,680,047   29,211,354   30,187,600 

    

Net  Position    

Invested in capital assets          57,671          76,067          56,567 

Unrestricted   10,593,881   13,258,021   16,555,149 

     Total Net Position $10,651,552 $13,334,088 $16,611,716 

 

By far, the largest portion of PRM’s assets is its cash and equivalents and investments (77%, 76% and 

81% at September 30, 2014, 2013 and 2012, respectively).  PRM uses these assets to pay claim liabilities, 

reinsurance fees and service and administrative costs.  In 2014 there was $1.9 million in net cash used by 

operating activities, due primarily to a member distribution of $2.8 million.  There was also a decrease in 

claims paid of $1.2 million.  In 2013 there was $5.7 million in net cash used by operating activities which 

included a member distribution of $3.2 million.  In addition, there was an increase in reinsurance 

receivable of $1 million.     

 

Claims payable decreased $575 thousand and $1.4 million at September 30, 2014 and 2013, respectively.   

The decrease  in 2013 is due primarily to decreases in ultimate losses in general liability and workers’ 

compensation.     

 

In the fund year ended September 30, 2004, there were three named windstorms (Hurricane Charlie, 

Frances and Jeanne) that affected members of PRM.  In the fund year ended September 30, 2006, there 

was one named windstorm (Hurricane Wilma) that affected members of PRM.  At September 30, 2014, all 

claims for the windstorms have been settled.  PRM has a member receivable of $1.75 million for the 

deductibles associated with these windstorms and a deferred reimbursement account from the excess 

insurers of $2.5 million.   
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PUBLIC RISK MANAGEMENT OF FLORIDA 

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) 

Years Ended September 30, 2014 and 2013 

 

 

Financial Analysis – Continued 

 

 

Member contributions fully fund all costs of the pool, inclusive of reinsurance fees, service fees, 

administrative fees and estimated loss fund to pay claims, and net of participation credits approved by the 

Board of Directors.   

 

The statement of revenues, expenses and changes in net position presents the operating results of PRM for 

the fiscal year.  The statement includes all revenues and expenses of PRM.  The following is a 

summarized comparison of PRM’s revenues and expenses: 

 

       2014       2013       2012 

Operating Revenues $29,551,289 $27,939,712 $26,735,302 

Operating Expenses   29,270,224   27,257,627   26,931,206 

    Operating Income (Loss) 281,065 682,085       (195,904) 

Non-Operating Revenues (Expenses)   (2,963,601)   (3,959,713)    (4,132,139) 

    Change in Net Position   (2,682,536)   (3,277,628)    (4,328,043) 

Beginning Net Position   13,334,088   16,611,716    20,939,759 

Ending Net Position $10,651,552 $13,334,088  $16,611,716 

 

Operating revenues increased $1.6 million or 6% in 2014.  Operating expenses increased $2 million or 

7%.  Claims expense increased $1.2 million or 11% due to an increase in current year incurred losses; loss 

development for prior years remained relatively flat.  In the prior year, loss development for prior years 

was a decrease of $1.2 million; in the current year, loss development for prior years was $697 million.  

Reinsurance expense increased $746 million or 5%. 

 

Operating revenues increased $1.2 million or 5% in 2013.  Operating expenses increased $326 thousand 

or 1%.  Claims expense decreased $1.8 million or 15%  due to favorable development in general liability 

and workers’ compensation.  Reinsurance expense increased $2.2 million or 18% due to an increase in 

property, workers’ compensation and liability coverage of approximately $2.1 million or 20%.  Agent fees 

decreased $239 thousand or 14%.  

 

Economic Factors 

 

PRM believes that the 2015 year will see an upward trend in reinsurance costs.  Liability rates are rising 

but workers’ compensation continues to stabilize with single digit increases.  Upward trends in loss 

development patterns should continue to ease over those that the pool has experienced over the past 

several years.  Areas of concern that management is monitoring very closely are the cost of reinsurance, 

market capacity for workers’ compensation, self-insured retention levels and aggregate attachment levels 

that determine loss fund contributions.  For 2014, 2013 and 2012, PRM chose not to carry aggregate 

reinsurance. 

 

PRM will continue to focus on providing members with training programs of proven loss prevention 

methods that will help reduce the number and severity of future claims.  Operational enhancements that 

will improve efficiency, reduce costs and/or increase productivity without sacrificing the quality of 

member services will be pursued.  Administrative expenses and contract service fees should see about the 

same percentage of premiums as in 2014. 
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PUBLIC RISK MANAGEMENT OF FLORIDA 

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) 

Years Ended September 30, 2014 and 2013 

 

 

Request for Information 

 

This financial report is designed to provide a general overview of PRM’s finances for all those with an 

interest.  Questions concerning any of the information in this report or requests for additional information 

should be addressed to Bonnie Mims, Executive Director. 
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PUBLIC RISK MANAGEMENT OF FLORIDA 

STATEMENTS OF NET POSITION 

September 30, 2014 and 2013 

 

 

 2014 2013 

 

ASSETS 

 

Current Assets 

Cash and cash equivalents $30,449,895 $32,285,249      

Accounts receivable 1,750,361 1,775,517      

Reinsurance receivable 1,712,940 2,127,417      

Prepaid expenses and other assets    4,875,580     5,796,040      

   38,788,776   41,984,223    

Noncurrent Assets 

Deposits  5,665 5,665     

Member receivable – deferred funding  479,487 479,487          

Furniture and equipment, net              57,671          76,067   

          542,823        561,219         

 

  Total Assets $39,331,599 $42,545,442     

 

 

LIABILITIES AND NET POSITION 

 

Current Liabilities 

 Accrued liabilities $    700,758 $     352,641    

     Related party payable 207 207 

 Deferred revenue 40,375 344,489           

Advance from reinsurers 2,467,585 2,467,585    

 Claims payable   10,136,761     7,973,051     

    13,345,686   11,137,973    

Noncurrent Liabilities 

Claims payable 15,293,240 18,032,260     

Compensated absences             41,121          41,121  

     15,334,361   18,073,381    

 

  Total Liabilities   28,680,047   29,211,354          

 

Net Position 

Invested in capital assets 57,671 76,067     

Unrestricted     10,593,881    13,258,021 

    10,651,552   13,334,088      

 

 Total Liabilities and Net Position $39,331,599 $42,545,442         

 

 

 

 

 

 

 

The accompanying notes are an integral part of the financial statements. 
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PUBLIC RISK MANAGEMENT OF FLORIDA 

STATEMENTS OF REVENUES, EXPENSES AND 

CHANGES IN NET POSITION 

Years Ended September 30, 2014 and 2013 

 

 

 2014  2013 

  

OPERATING REVENUES 

 Member premiums $29,239,529 $27,619,216          

 Miscellaneous revenues        311,760          320,496        

  Total Operating Revenues   29,551,289   27,939,712         

 

OPERATING EXPENSES 

 Claims expense 11,406,867 10,231,497         

 Reinsurance 15,533,429 14,786,476         

 Service fees 982,585 881,291        

 General and administrative     1,347,343     1,358,363         

  Total Operating Expenses   29,270,224   27,257,627         

 

OPERATING INCOME         281,065       682,085        

 

NON-OPERATING REVENUES (EXPENSES) 

 Investment income          36,399          40,287  

 Distributions to members   (3,000,000)   (4,000,000) 

  Total Non-Operating Revenues (Expenses)   (2,963,601)                      (3,959,713) 

    

NET LOSS (2,682,536) (3,277,628 )     

 

Net Position at Beginning of Year   13,334,088   16,611,716         

 

Net Position at End of Year   $10,651,552 $13,334,088    

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The accompanying notes are an integral part of the financial statements. 
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PUBLIC RISK MANAGEMENT OF FLORIDA 

STATEMENTS OF CASH FLOWS 

Years Ended September 30, 2014 and 2013 

 

 

 2014                            2013 

 

CASH FLOWS FROM OPERATING ACTIVITIES 

 Cash received from members $ 25,960,571 $ 23,899,947         

 Cash received from related party 311,760 320,496    

 Cash paid for claims, net of recoveries (11,567,700) (12,775,870)  

 Cash paid for suppliers for goods and services (15,614,584) (16,238,632)   

 Cash paid to employees for services       (952,943)        (932,083)  

  Net Cash Used by Operating Activities    (1,862,896)     (5,726,142) 

 

CASH FLOWS FROM CAPITAL AND  

  RELATED FINANCING ACTIVITIES 

 Acquisition of fixed assets            (8,857)          (41,547)  

       Net Cash Used for Capital and Related Financing   

  Activities           (8,857)         (41,547) 

  

CASH FLOWS FROM INVESTING ACTIVITIES 

 Interest received on investments           36,399           40,287    

  Net Cash Provided by Investing Activities           36,399           40,287        

.  

Net Decrease in Cash and Cash Equivalents (1,835,354) (5,727,402) 

         

Cash and Cash Equivalents at Beginning of Year    32,285,249    38,012,651     

 

Cash and Cash Equivalents at End of Year $ 30,449,895 $ 32,285,249   

 

 

   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The accompanying notes are an integral part of the financial statements. 
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PUBLIC RISK MANAGEMENT OF FLORIDA 

STATEMENTS OF CASH FLOWS-CONTINUED 

Years Ended September 30, 2014 and 2013 

 

 

     2014 2013 

 

RECONCILIATION OF OPERATING INCOME TO NET 

  CASH PROVIDED BY OPERATING ACTIVITIES 

Operating income (loss) $     281,065 $    682,085 

Adjustments to reconcile operating loss to net cash 

  provided by operating activities: 

 Depreciation 25,631 22,046  

 Distributions to members (3,000,000) (4,000,000) 

 Loss on disposal of assets 1,622 -- 

 Changes in assets and liabilities: 

  (Increase) Decrease in – 

   Accounts receivable 25,156 (15,571)   

   Reinsurance receivable 414,477 (1,011,886)     

   Prepaid expenses 920,461 (426,571)    

  Increase (Decrease) in – 

   Accrued liabilities 348,116 259,940 

Advance from reinsurers -- (173,168)      

Claims payable (575,310) (1,359,319)         

   Deferred revenue      (304,114)       296,302   

    Total adjustments   (2,143,961)   (6,408,227)      

Net Cash Used by Operating Activities $(1,862,896) $(5,726,142)         

 

 

Noncash Investing, Capital and Financing Activities 

 

Noncash distributions to members totalled $232,734 and $997,938 for years ended September 30, 2014 

and 2013, respectively. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The accompanying notes are an integral part of the financial statements. 
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PUBLIC RISK MANAGEMENT OF FLORIDA 

NOTES TO FINANCIAL STATEMENTS 

Years Ended September 30, 2014 and 2013 

 

 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 

Public Risk Management of Florida (PRM) is a cooperative agency voluntarily established by contracting 

political subdivisions to act as a local government risk management pool as defined by Florida Statute 

163.01(3)(h).  

 

PRM was organized in October 1987 to provide a program of property and casualty coverage for its 

member organizations, which include cities, counties, authorities, and special districts.  The objectives of 

the program are to formulate, develop and administer a program of risk management and risk financing on 

behalf of the member political subdivisions; to obtain lower costs for insurance coverage; and to develop a 

comprehensive loss control program.  PRM is a non-assessable pool.  PRM has 56 member organizations 

as of September 30, 2014 and 2013. 

  

PRM conforms all significant accounting policies to generally accepted accounting principles applicable 

to governmental units.  The following is a summary of the more significant principles and practices used 

in the preparation of these financial statements. 

 

The Reporting Entity 

 

In defining PRM for financial reporting purposes, management applied the requirements of Governmental 

Accounting Standards Board (GASB) Statement Number 14, The Financial Reporting Entity,  GASB 

Statement Number 39, Determining Whether Certain Organizations are Component Units and GASB 

Statement Number 61, The Financial Reporting Entity: Omnibus, an Amendment of GASB Statements 14 

and 34.  These statements establish the basis for defining the reporting entity and whether it is considered 

a component unit of another entity and whether other entities are component units.  Based on these 

criteria, the reporting entity includes only the accounts of PRM in the reporting entity.  PRM identified no 

potential component units to include in these financial statements nor identified any other entity that 

should include PRM in its financial statements. 

  

Basis of Accounting  

 

 Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in 

the financial statements.  Basis of accounting relates to the timing of the measurements made, regardless 

of the measurement focus applied.  PRM records are accounted for using the accrual basis of accounting.  

Revenues are recognized when they are earned and expenses are recognized when they are incurred. 

 

Cash and Cash Equivalents  

 

 For purposes of the statement of cash flows, PRM considers cash and cash equivalents to be cash in banks 

and all highly liquid investments with maturities of three months or less when purchased. 

 

Investments  

  

Investments consist of the Florida State Board of Administration's Local Government Investment Pool.  

All investments are recorded at fair value in accordance with GASB Statement Number 31, Accounting 

and Financial Reporting for Certain Investments and for External Investment Pools, when applicable.  

The Local Government Investment Pool operated by the Florida State Board of Administration is a “2a-7-

like” pool in accordance with GASB 31; therefore it is not presented at fair value but at its actual pooled 

share price which approximates fair value.   
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PUBLIC RISK MANAGEMENT OF FLORIDA 

NOTES TO FINANCIAL STATEMENTS-CONTINUED 

Years Ended September 30, 2014 and 2013 

 

 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

 

Compensated Absences 

 

Accumulated unpaid vacation days that are allowed to be carried forward to subsequent years are accrued 

at year end. 

 

Premiums  

 

Premiums are billed in advance and are recognized on a consistent basis throughout the year.  Premiums 

are allocated to members based upon an analysis of exposure and losses prepared by the service company 

of PRM and an appraisal of the covered property and exposure for each member organization. 

 

As discussed in Note 4, PRM is authorized to call for a deferred premium for the fund years ended 

September 30, 1987, 1988, 1989, and 1990.  These premiums were accrued in previous years based upon 

the expected amount necessary to pay for all claims and expenses related to these fund years.  Starting 

with the fund years beginning October 1, 1990 through September 30, 2006, PRM's loss fund has been 

funded up to the aggregate reinsurance attachment point.  Subsequent to that period, the Board of 

Directors elected to not carry aggregate reinsurance.    

 

Furniture and Equipment  

 

Furniture and equipment of PRM are recorded at cost.  Donated property, plant and equipment are 

capitalized at their fair market value at the time received.  Depreciation is provided using the straight-line 

method over the estimated useful lives of the various classes of depreciable assets.  PRM utilizes an 

estimated useful life for depreciable assets of five (5) years. 

 

Claims Payable 

 

The liability for unpaid claims includes amounts determined from loss reports of individual cases and 

amounts based upon industry statistics for claims incurred but not reported. Claims payable is an estimate 

based upon an actuarial evaluation by PRM's independent actuary.  Liabilities are based upon the 

estimated ultimate costs of settling the claims, including the effects of inflation and other societal and 

economic factors.  While the management of PRM and its independent actuarial firm believe the amount 

is adequate, assumptions and projections as to future events are necessary and the ultimate liabilities may 

be in excess of or less than the amounts provided.  The methods for making such estimates and for 

establishing the resulting liabilities are continually reviewed, and any adjustments are reflected in earnings 

currently. 

 

Reinsurance 

 

PRM uses reinsurance policies to reduce its exposure to large losses on all types of insured events.  

Reinsurance permits recovery of a portion of losses from reinsurers, although it does not discharge the 

primary liability of PRM as direct insurer of the risk reinsured.  PRM does not report reinsured risks as 

liabilities unless it is probable that those risks will not be covered by reinsurers.  PRM has chosen not to 

carry aggregate insurance since 2007. 
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PUBLIC RISK MANAGEMENT OF FLORIDA 

NOTES TO FINANCIAL STATEMENTS - CONTINUED 

Years Ended September 30, 2014 and 2013 

 

 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

 

Reinsurance – Continued 

 

Estimated amounts recoverable from reinsurers that relate to the paid claims are reported as assets.  

Estimated amounts recoverable from reinsurers that relate to liabilities for unpaid claims are deducted 

from those liabilities rather than reported as assets.    

 

Estimates 

 

The preparation of financial statements in conformity with generally accepted accounting principles 

requires management to make estimates and assumptions that affect the amounts reported in the financial 

statements and accompanying notes.  Actual results may differ from those estimates. 

 

Effects of New Pronouncements 

 

During the years ended September 30, 2014 and 2013, PRM implemented the following accounting 

standards: 

 

In November 2010, GASB issued Statement Number 61, The Financial Reporting Entity:  Omnibus – An 

Amendment of GASB Statements No. 14 and No. 34, that is designed to improve financial reporting for 

governmental entities by amending the requirements of GASB Statement Number 14, The Financial 

Reporting Entity and GASB Statement Number 34, Basic Financial Statements – and Management’s 

Discussion and Analysis – for State and Local Governments, to better meet the needs of users and address 

reporting entity issues that have come to light since these statements were issued in 1991 and 1999, 

respectively.  The implementation of this statement did not have an impact on PRM for the years ended 

September 30, 2014 and 2013. 

 

In December 2010, GASB issued Statement Number 62, Codification of Accounting and Financial 

Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements.  The 

objective of this statement is to incorporate into the GASB’s authoritative literature certain accounting 

and financial reporting guidance that is included in the pronouncements issued on or before November 30, 

1989, which does not conflict with or contradict GASB pronouncements.  This statement also supersedes 

Statement Number 20, Accounting and Financial Reporting for Proprietary Funds and Other 

Governmental Entities that Use Proprietary Fund Accounting.  The implementation of this statement did 

not have a significant impact on PRM for the years ended September 30, 2014 and 2013. 

 

In June 2011, GASB issued Statement Number 63, Financial Reporting of Deferred Outflows of 

Resources, Deferred Inflows of Resources, and Net Position.  This statement provides financial reporting 

guidance for deferred outflows of resources and deferred inflows of resources.  This statement also 

amends the net asset reporting requirements in Statement Number 34, Basic Financial Statements – and 

Management’s Discussion and Analysis – for State and Local Governments, and other pronouncements by 

renaming net assets to net position.  The implementation of this statement did not have a significant 

impact on PRM for the years ended September 30, 2014 and 2013. 
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PUBLIC RISK MANAGEMENT OF FLORIDA 

NOTES TO FINANCIAL STATEMENTS - CONTINUED 

Years Ended September 30, 2014 and 2013 

 

 

NOTE 2 - DEPOSITS AND INVESTMENTS 

 

PRM’s investment policy authorizes investments in any type of security allowed for in the Florida Statutes 

regarding the investment of public funds including but not limited to:  (1) Florida State Board of 

Administration’s Local Government Investment Pool, (2) Negotiable direction obligations of, or 

obligations the principal and interest of which are unconditionally guaranteed by, the United States, (3) 

interest-bearing time deposits or savings in accounts, (4) securities of, or other interests in, any open-end 

or closed-end management type investment company or investment trust registered under the Investment 

Company Act of 1940, and (5) the Florida Counties Investment Trust. 

 

Included in PRM’s cash balances are amounts deposited with the Florida State Board of Administration’s 

Local Government Investment Pool (SBA) as well as amounts deposited with commercial banks in 

interest bearing demand accounts.  The deposits of PRM are fully insured by either federal depository 

insurance or by the multiple financial institution collateral pool pursuant to the Florida Security for Public 

Deposits Act of the State of Florida. 

 

The Florida Security for Public Deposits Act (the Act) establishes guidelines for qualification and 

participation by banks and savings associations, procedures for the administration of the collateral 

requirements and characteristics of eligible collateral.  Under the Act, PRM’s deposits in qualified public 

depositories are considered totally insured.  The qualified public depository must pledge at least 50% of 

the average daily balances for each month of all public deposits in excess of any applicable deposit 

insurance.  Additional collateral, up to a maximum of 125%, may be required, if deemed necessary under 

the conditions set forth in the Act.  Obligations pledged to secure deposits must be delivered to the State 

Treasurer or, with the approval of the State Treasurer, to a bank, savings association, or trust company 

provided a power of attorney is delivered to the State Treasurer.  

 

As prescribed by PRM's investment policy, PRM's investment portfolio at September 30, 2014 and 2013, 

and for the years then ended, includes investments with the Florida State Board of Administration's Local 

Government Investment Pool (SBA).  Investments with the SBA are available by wire, on a same-day 

basis, and based on the SBA's availability (as an investment option) to all local governmental units.  

PRM’s investments at year end were held by a third party agent for and in the name of PRM or invested 

with the SBA. 

 

The investments with the SBA are $1,986 and $1,983 as of September 30, 2014 and 2013, respectively.   

 

These securities are held in the following accounts: 

 

      2014      2013 

Current Assets 

     Cash and Cash Equivalents   $30,449,895    $32,285,249 

      Less Cash on Deposit     (30,447,909)      (32,283,266) 

 

           Total Securities at Fair Value  $          1,986    $         1,983 

 

Interest Rate Risk:  As a means of limiting its exposure to fair value losses rising from rising interest 

rates, investments are generally held in short-term certificates of deposit and cash-bearing checking 

accounts with a commercial bank qualified as a public depository with the State of Florida .  PRM’s 

investment policy requires the investment portfolio to be structured to protect safety of principal, liquidity, 

maximum rate of return, diversification and public confidence. 
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PUBLIC RISK MANAGEMENT OF FLORIDA 

NOTES TO FINANCIAL STATEMENTS - CONTINUED 

Years Ended September 30, 2014 and 2013 

 

 

NOTE 2 - DEPOSITS AND INVESTMENTS - Continued 

 

Credit Risk:  PRM’s greatest investment priority is safety of principal, avoiding capital losses whether 

they are from security defaults or erosion of market values.  Investments may be made as allowed by the 

Florida Statutes including the SBA, interest-bearing deposits or savings accounts in banks provided such 

deposits are secured by collateral as prescribed by Florida statute, obligations of the U.S. government and 

its agencies and other securities in management type investment companies, provided such investments 

are collateralized by U.S. government obligations. 

 

Custodial Credit Risk:  Custodial risk is the risk that, in the event of the failure of the counterparty, PRM 

will not be able to recover the value of its investments or collateral securities that are in the possession of 

an outside party.  All of PRM’s investments are either held in the name of PRM or held in trust under 

PRM’s name. 

 

Concentration of Credit Risk:  In order to reduce the risk of default, PRM will use every possible effort 

whereby no single financial institution may hold more than 50% of the investment portfolio at the current 

time of investment placement, exclusive of banks qualified as public depositories with the State of 

Florida, U.S. Treasury securities or Federal National Mortgage or Government National Mortgage 

securities held in safekeeping except on a short term basis. 

 

 

NOTE 3 - FURNITURE AND EQUIPMENT 

 

The following is a summary of furniture and equipment at September 30, 2014 and 2013: 

  

Balance 

October 1, 

 2013 

 

 

 

Additions 

 

 

 

Disposals 

 

Balance 

September 30, 

 2014 

     

Furniture and Equipment $  34,102    $   2,225     $  (4,179) $  32,148 

  Furniture  245,314          6,632      (81,096)    170,850 

  Equipment  279,416      8,857     (85,275)   202,998 

     

Accumulated Depreciation     

  Furniture 33,864        296       (3,977) 30,183 

  Equipment  169,485    25,335       (79,676)     115,144 

  203,349    25,631      (83,653)   145,327 

     

Net Furniture and Equipment $ 76,067 $(16,774)   $   1,622 $  57,671 
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PUBLIC RISK MANAGEMENT OF FLORIDA 

NOTES TO FINANCIAL STATEMENTS - CONTINUED 

Years Ended September 30, 2014 and 2013 

 

 

NOTE 3 – FURNITURE AND EQUIPMENT - Continued 

 

  

Balance 

October 1, 

 2012 

 

 

 

Additions 

 

 

 

Disposals 

 

Balance 

September 30, 

 2013 

     

Furniture and Equipment $  34,102     $        --   $            -- $  34,102 

  Furniture  203,768      41,546               --   245,314 

  Equipment  237,870  41,546               --   279,416 

     

Accumulated Depreciation     

  Furniture 33,688 176 -- 33,864 

  Equipment  147,615     21,870             --     169,485 

  181,303   22,046             --   203,349 

     

Net Furniture and Equipment $ 56,567 $19,500 $            -- $ 76,067 

 

 

NOTE 4- MEMBER RECEIVABLE - DEFERRED FUNDING 

 

For members in the fund for years ended September 30, 1988, 1989 and 1990, the contracts with members 

included a minimum and maximum premium to be charged.  The minimum premium represented 

management's best estimate of all costs for expected claims and charges.  In the event that PRM needs 

additional funds in order to pay claims or expenses, the members of the pool in fund years ended 

September 30, 1988, 1989 and 1990, will be billed for the additional premiums.  The additional premiums 

are limited to the maximum amount set forth in the contracts.   

 

The member receivable represents the additional premiums related to the fund years ended September 30, 

1988, 1989 and 1990.  Members are liable to pay these premiums for the entire life of PRM, provided the 

premiums are used to pay claims and expenses occurring during the member's term of membership.  There 

were no amounts assessed for these earlier fund years during the fiscal years ended September 30, 2014 

and 2013. 

 

 

NOTE 5 – LONG-TERM LIABILITIES 

 

Changes in long-term liabilities for the years ended September 30, 2014 and 2013 are as follows: 
 

 Balance 

October 1, 

2013 

 

 

Additions 

 

 

Deductions 

Balance 

September 30, 

2014 

Amounts Due 

Within One 

Year 

Amounts Due 

Over One        

Year 

       

Claims Payable $26,005,311 $11,406,867 $11,982,177 $25,430,001 $10,136,761 $15,293,240 

Compensated  

Absences 

 

        41,121 

 

                  -- 

 

                  -- 

 

        41,121 

 

               -- 

 

         41,121 

       

Total Long Term 

Liabilities 

 

$26,046,432 

 

$11,406,867 

 

$11,982,177 

 

$25,471,122 

 

$10,136,761 

 

$15,334,361 
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PUBLIC RISK MANAGEMENT OF FLORIDA 

NOTES TO FINANCIAL STATEMENTS - CONTINUED 

Years Ended September 30, 2014 and 2013 
 

 

NOTE 5 – LONG TERM LIABILITIES - Continued 

 
 Balance 

October 1, 

2012 

 

 

Additions 

 

 

Deductions 

Balance 

September 30, 

2013 

Amounts Due 

Within One 

Year 

Amounts Due 

Over One        

Year 

       

Claims Payable $27,364,630 $10,231,497 $11,590,816 $26,005,311 $7,973,051 $18,032,260 

Compensated  

Absences 

 

        41,121 

 

                  -- 

 

                  -- 

 

        41,121 

 

               -- 

 

         41,121 

       

Total Long Term 

Liabilities 

 

$27,405,751 

 

$10,231,497 

 

$11,590,816 

 

$26,046,432 

 

$7,973,051 

 

$18,073,381 

 

 

NOTE 6 - OPERATING LEASE 

 

PRM leases office space under a non-cancelable operating lease, which has an original term of 60 months 

and was amended in the current year for an additional five years to expire September 30, 2017.  The 

following is a schedule by year of minimum future lease payments at September 30, 2014: 

 

2015 $  80,568 

2016 80,568 

2017     80,568 

 $241,704 

 

Rent expense for the fiscal years ended September 30, 2014 and 2013 was $83,018 and $83,004, 

respectively. 

 

 

NOTE 7 - REINSURANCE  

 

PRM has purchased specific excess and aggregate excess reinsurance for protection against losses in 

excess of the applicable retention.  In the event all or any of the reinsuring companies might be unable to 

meet their obligations under existing agreements, PRM would be liable for such defaulted amounts. 
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PUBLIC RISK MANAGEMENT OF FLORIDA 

NOTES TO FINANCIAL STATEMENTS - CONTINUED 

Years Ended September 30, 2014 and 2013 

 

 

NOTE 7 – REINSURANCE - Continued 

 

PRM carries the following aggregate excess reinsurance: 

 

Fund Years 

 

Attachment Point 

 

Maximum Coverage 

   
1987/88-1988/89 $  5,830,000 $   500,000 

1989/1990 $  1,360,000 $   500,000 

1990/1991 $  2,245,000 $   500,000 

1991/1992 $  2,725,000 $1,000,000 

1992/1993 $  3,415,885 $1,000,000 

1993/1994 $  4,280,659 $1,000,000 

1994/1995 $  5,118,000 $2,000,000 

1995/1996 $  5,065,625 $3,000,000 

1996/1997 $  5,409,607 $3,000,000 

1997/1998 $  5,636,867 $5,000,000 

1998/1999 $  5,062,020 $5,000,000 

1999/2000 $  5,142,525 $5,000,000 

2000/2001 $  6,553,003 $5,000,000 

2001/2002 $  8,417,250 $5,000,000 

2002/2003 $12,797,294 $5,000,000 

2003/2004 $15,294,999 $5,000,000 

2004/2005 $13,987,908 $5,000,000 

2005/2006 $16,150,994 $5,000,000 

 

For the years ended September 30, 2007 through September 30, 2014, the Board of Directors approved the 

motion to not purchase aggregate insurance.  A designation of net position of $2,250,000 was approved to 

pay claims in excess of the loss funds. 

 

The attachment points and limits for fund years 1987/88 and 1988/89 as listed above represent combined 

attachment points and limits applicable for the two years. 

 

PRM also carries specific excess reinsurance coverage.  The self-insured retention, coverage limits, and 

attachment points vary with the line of coverage and fund year. 

 

The amount deducted from claims payable for reinsurance was approximately $12,426,000 and 

$13,361,000 at September 30, 2014 and 2013, respectively.  The amount deducted from claims expense 

for reinsurance recoverable was approximately $6,110,000 and $4,629,000 for the years ended September 

30, 2014 and 2013, respectively. 
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PUBLIC RISK MANAGEMENT OF FLORIDA 

NOTES TO FINANCIAL STATEMENTS - CONTINUED 

Years Ended September 30, 2014 and 2013 

 

 

NOTE 8 - CLAIMS PAYABLE 

 

As discussed in Note 1, PRM establishes a liability for both reported and unreported insured events, which 

includes estimates of both future payments of losses and related claims adjustment expenses.  The 

following represents changes in those aggregate liabilities for PRM during the past year: 

 

 2014   2013 

 

Unpaid claims and claim adjustment expenses 

   at the beginning of year $26,005,311  $27,364,630       

    

Incurred claims and claim adjustment expenses: 

   Provision for insured events of the current year 12,104,239 11,490,000    

               Increases (Decreases) in provision for insured 

      events of prior years           (697,372)          (1,258,503)  

 Total incurred claims and claim adjustment expenses    11,406,867   10,231,497       

 

  Payments: 

  Claims and claim adjustment expenses attributable 

        to insured events of the current year 3,789,378 3,902,179                       

  Claims and claim adjustment expenses attributable 

    to insured events of prior years     8,192,799       7,688,637                    

  Total Payments   11,982,177   11,590,816         

  Total unpaid claims and claim adjustment expenses 

   at the end of the year $25,430,001 $26,005,311          

 

 

NOTE 9 - RELATED PARTY TRANSACTIONS 

 

PRM provides administrative services and shares its facilities with Public Risk Management Group Health 

Trust.  Amounts received from the Public Risk Management Group Health Trust for services provided 

during the fiscal years ended September 30, 2014 and 2013 were $376,220 and $375,273 respectively.   

 

 

NOTE 10 - FLORIDA RETIREMENT SYSTEM 

 

Plan Description: All full-time PRM employees, with the exception of the executive director through 

August 2014, participate in the Florida Retirement System (FRS), a multiple-employer cost-sharing 

defined benefit retirement system, administered by the State of Florida (State).  The FRS provides 

retirement and disability benefits, cost of living adjustments and death benefits to plan participants and 

beneficiaries.  The State issues a publicly available financial report that includes financial statements and 

required supplementary information for FRS.  That report may be obtained by writing to Florida 

Retirement Systems, State of Florida, Division of Retirement, Post Office Box 9000, Tallahassee, Florida 

32315-9000, or by calling (877) 377-1737. 
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PUBLIC RISK MANAGEMENT OF FLORIDA 

NOTES TO FINANCIAL STATEMENTS - CONTINUED 

Years Ended September 30, 2014 and 2013 

 

 

NOTE 10 - FLORIDA RETIREMENT SYSTEM - Continued 

 

Employees enrolled prior to July 1, 2011 are vested with 6 years of service and upon reaching 62, or with 

completion of 30 years of service.  New employees enrolling on or after July 1, 2011 are vested after 8 

years of service and upon reaching age 65, or with completion of 33 years of service.  Early retirement 

may be taken anytime; however, there is a 5 percent benefit reduction for each year by which early 

retirement precedes normal retirement age.  Members are also eligible for in-line-of-duty or regular 

disability benefits if permanently disabled and unable to work.  Benefits are computed on the basis of age, 

average final compensation and service credit.   

 

The Deferred Retirement Option Program (“DROP”) is a program that provides an alternative method for 

payment of retirement benefits for a specified and limited period for members of FRS, effective July 1, 

1998.  Under this program, the employee may retire and have their benefits accumulate in the Florida 

Retirement System Trust Fund, earning interest, while continuing to work for a FRS employer.  When the 

DROP period ends, a maximum of 60 months, employment must be terminated.  At the time of 

termination of employment, the employee will receive payment of the accumulated DROP benefits, and 

begin receiving their monthly retirement benefit. 

 

Funding Policy:  The FRS has five classes of membership (of which PRM employees qualify under the 

Regular Class for members not qualifying for other classes).  Effective July 1, 2011, all FRS Investment 

Plan and Pension Plan members (except those in DROP) are required to make 3% employee contributions 

on a pretax basis.  PRM’s rates, effective July 1, 2014 and 2013, are 7.37% and 6.95%, respectively. 

 

The contribution requirements of PRM are established and may be amended by FRS.  Contributions made 

by PRM to the FRS for the fiscal years ended September 30, 2014, 2013, and 2012, were $75,569, 

$50,643, and $43,636, respectively.  Contributions made were equal to the required contribution for each 

year.   

 

 

NOTE 11 - DEFERRED COMPENSATION PLAN 

 

PRM offers its employees a deferred compensation plan, created in accordance with Internal Revenue 

Code Section 457, in which all employees are eligible to participate.  Deferred compensation amounts 

withheld from participating employees' pay are not taxable as current income until withdrawn from the 

plan. 

 

The requirements of the Internal Revenue Code Section 457 provides that assets or income of the plan 

shall be used for the exclusive purpose of providing benefits for participants and their beneficiaries or 

defraying reasonable expenses of administration of the plan.  Since the assets of the amended plan are 

held in custodial and annuity accounts for the exclusive benefit of plan participants, the related assets of 

the plan are not reflected on PRM’s statement of net position.  At September 30, 2014 and 2013, the fair 

value of the plan assets was $820,489 and $697,637, respectively. 
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PUBLIC RISK MANAGEMENT OF FLORIDA 

NOTES TO FINANCIAL STATEMENTS - CONTINUED 

Years Ended September 30, 2014 and 2013 

 

 

NOTE 12 – BOARD-APPROVED USAGE OF NET POSITION 

 

The Board of Directors approved the usage of net position to provide member distribution in the amount 

of $2,000,000 and $3,000,000 for the years ending September 30, 2014 and 2013, respectively.     

 

Designation of net position for the years ended September 30, 2014 is as follows: 

  

Claims Paid in Excess of Loss Fund $2,250,000 

Member Distribution     2,000,000 

  

 $4,250,000 

 

 

NOTE 13 - CONTINGENCY - TERMINATION OF SERVICE CONTRACT 

 

In the event of cancellation or non-renewal of PRM's service contract, the service company will continue 

to manage all pending claims and claims occurring in the service term but not reported prior to the date of 

termination.  The amount of fees will be based upon the service company's prevailing rate on the date of 

termination.  No provision has been made in the financial statements for such service fees since the 

amount cannot be determined. 
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PUBLIC RISK MANAGEMENT OF FLORIDA 

CLAIMS DEVELOPMENT INFORMATION 

For the Period October 1, 2004 through September 30, 2014 

 

 

 2004/05 2005/06  2006/07 2007/08 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14  

Required contribution and            

  investment revenue:             

                   Earned $25,636,769 $29,694,053 $37,892,977 $34,994,547 $25,073,235 $27,383,705 $25,461,693 $26,279,274 $27,659,503 $29,275,928  

                   Ceded     (7,978,729)   (8,858,456) (19,809,160) (16,174,314)  (13,169,276)  (11,758,025)  (11,780,336)  (12,569,848)  (14,786,476)   (15,533,429)  

                   Net   17,658,040 20,835,597 18,083,817  18,820,233  11,903,959  15,625,680  13,681,357  13,709,426  12,873,027  13,742,499  

            

Unallocated expenses    2,076,872   2,317,183 2,659,310  2,580,587  2,588,625  5,939,821  6,068,453  6,035,631  5,919,158  5,018,168  

            

Estimated claims and expenses,            

   End of policy year:            

                   Incurred     9,426,466  27,911,992 12,642,953  11,530,500  13,440,332  11,010,514  13,409,689  11,952,200  11,953,287  13,123,807  

                   Ceded         (5,000)  (15,915,378)       (325,043)                  --        (593,148)       (125,514)       (529,689)           (2,200)       (463,287)    (1,019,568)  

                   Net Incurred    9,421,466 11,996,614 12,317,910  11,530,500  12,847,184  10,885,000  12,880,000  11,950,000  11,490,000  12,104,239  

            

Net paid (cumulative) as of:            

                   End of policy year    2,886,303 4,061,799 3,316,396 2,969,145 3,498,776 2,777,623 3,767,580 3,330,036 3,902,179 3,742,890  

                   One year later    5,135,256 7,268,424 6,364,692 6,063,724 6,387,833 5,262,778 7,289,419 6,507,798 7,331,341 --  

                   Two years later    6,784,255 9,886,247 7,825,180 7,966,738 7,952,310 6,620,198 8,930,179 8,647,091 -- --  

                   Three years later    8,119,931 11,065,874 8,546,163 9,555,462 8,824,746 7,278,184 9,848,490 -- -- --  

                   Four years later    8,761,514 11,868,072 9,189,244 10,518,353 9,539,174 7,834,645 -- -- -- --  

                   Five years later    9,136,382 12,802,184 9,562,740 10,995,625 10,076,612 -- -- -- -- --  

                   Six years later    9,430,613 14,494,081 10,104,669 11,105,128 -- -- -- -- -- --  

                   Seven years later    9,485,314 14,712,677    10,412,277 -- -- -- -- -- -- --  

                   Eight years later    9,543,528 14,285,296 -- -- -- -- -- -- -- --  

                   Nine years later    9,312,820 -- -- -- -- -- -- -- -- --  

            

Re-estimated ceded claims & expenses       677,727 25,680,979 918,304 299,428 3,446,530 3,270,260 4,176,301 1,431,620 1,264,254 1,019,568  

            

Re-estimated net incurred claims & expenses            

                    End of policy year    9,421,466 11,996,614 12,317,910 11,530,500 12,847,184 10,885,000 12,880,000 11,950,000 11,490,000 12,104,239  

                    One year later    9,637,755 12,989,645 12,462,864 11,881,460 12,285,000 9,565,000 13,865,000 12,275,000 12,333,066 --  

                    Two years later    9,863,485 13,996,237 11,622,180 11,965,000 11,825,000 9,460,000 13,290,000 12,166,011 -- --  

                    Three years later   10,009,072 14,187,966 10,900,000 13,150,000 11,352,172 9,184,716 12,643,234 -- -- --  

                    Four years later   10,033,550 14,383,000 11,310,000 12,974,845 11,132,457 9,131,216 -- -- -- --  

                    Five years later   10,016,000 14,668,000 10,838,487 12,543,983 11,157,437 -- -- -- -- --  

                    Six years later   10,037,784 15,010,798 10,898,487 11,956,199 -- -- -- -- -- --  

                    Seven years later     9,968,784 15,172,135 11,030,440 -- -- -- -- -- -- --  

                    Eight years later     9,963,784    14,968,658 -- -- -- -- -- -- -- --  

                    Nine years later     9,657,544            -- -- -- -- -- -- -- -- --  

            

Increase in estimated net incurred claims & 

expenses from end of policy year 

 

    $   236,078 

 

   $2 972,044 

 

$(1,287,470) 

 

 $    425,699 

 

 $(1,689,747)   

 

 $(1,753,784)   

 

  $   (236,766) 

 

   $   216,011   

 

   $   843,066   

 

   $             --   
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