
April 13, 2005 
 
TO:  John Szerlag, City Manager 
 
FROM: John M. Lamerato, Assistant City Manager/Finance & Administration 
  James A. Nash, Financial Services Director 
  Stephen Cooperrider, Risk Manager 
 
SUBJECT: Agenda Item - Bid Waiver – Workers’ Compensation Insurance Renewal for Fiscal  

Year 2005/2006 
 
RECOMMENDATION: 
 
It is our recommendation that City Council approve the renewal of the City’s workers’ 
compensation coverage with the Michigan Municipal League Workers’ Compensation Fund  
(MML WCF) for the annual estimated cost for fiscal year 2005-06 of $444,846.  This is a 24.4% 
overall cost reduction from fiscal year 2004-05. 
 
BACKGROUND: 
 
The City’s overall cost for FY 05/06 of $444,846 compares with $588,653 for FY 04/05 and 
$448,289 for FY 03/04. 
 
The MML WCF belongs to a larger non-profit captive mutual insurance company, the National 
League of Cities Mutual.  The member pools own the company.  The NLC Mutual Company 
annually takes competitive bids from reinsurers.  As of January 1, 2005 the reinsurers and their 
Best ratings are: Aspen Insurance UK (A), Hanover Rk (A), Zurich American Insurance 
Company (A). 
 
In March of 2003, City Management engaged independent insurance counselor, Mr. Angelo 
Zervos to evaluate the current state of the City’s workers’ compensation program and provide a 
recommendation as to the most appropriate action to be taken by the City.  Mr. Zervos’ report 
and recommendation is attached for review.  His evaluation indicated the MML program would 
cost the City less than if we were self-insured.   This was because the City has received large 
dividend distribution checks from the MML WCF over the past five years.   Mr. Zervos’ report is 
as relevant today as it was then.  The dividend distribution check for 2004 was $179,814.  The 
check received this year is $107,614. 
 
ANALYSIS: 
 
We experienced an increase of 1.7% in our premium; the average increase of the MML WCF 
was 1.92%.  This increase can ultimately be attributed to our increase in payroll.  In addition, we 
are seeing a decrease in our experience modifier from 1.38 to 1.01 for FY 2005-2006.  
 
(The experience modifier is a factor developed by measuring the difference between the City’s 
actual past loss experience and the expected experience.  This factor may either be a debit or a 
credit.  When applied to the standard premium, the experience modification produces a 
premium that is more representative of the City’s actual loss experience.) 
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I spoke with Mr. Angelo Zervos regarding this year’s renewal.  Mr. Zervos concurred with the 
fact that his 2003 report is as relevant today as it was then.  Mr. Zervos said the cost of 
commercial insurance would be more than what the City is paying to be in the MML WCF.  He 
also indicated that to be self-insured for workers’ compensation would not be appropriate either.  
Mr. Zervos said that the large dividend check and the decrease in the experience modifier 
provide the City with a good financial position without having the increased risk of being self-
insured.  Mr. Zervos indicated that from a cost standpoint, being in the MML WCF is where the 
City currently belongs.  
 
BUDGET IMPACT: 
 
Attached is a renewal declaration page from the MML WCF indicating the net estimated 
premium to the City of Troy for FY 05/06 is $552,460.  After applying the dividend distribution 
check in the amount of $107,614 to the net estimated premium; the net annual estimated cost to 
the City for workers’ compensation coverage is $444,846. Funds are available in the Workers’ 
Compensation Fund. 
 
 
 


































