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Executive Summary 
 
The Risk Management function is designed to address the risks associated with Clark County 
operations.  This entails the purchasing of insurance coverages, managing of claims against the 
county, and implementing efforts to reduce the risk of loss.  Clark County’s principal guide to its 
risk management approach is Clark County Code 2.95 (CCC 2.95) which is coordinated by the 
risk manager.  This audit reviewed the function’s effectiveness and efficiency at reducing loss.    
 
Our review compared the county’s risk management approach to that of best practices as 
described in the International Organization for Standardization (ISO) 31000 Risk Management 
Guidelines and adopted department procedures.  Our review found:     
 

1. Approach used for key activities limits effectiveness of Risk 
Management function 
 

2. Risk Management function is moderately efficient at reducing the risk 
of loss 

The overall design of the county’s approach is in keeping with best practices but implementation 
of them by management limited its effectiveness.  Implementation of the function is primarily 
tasked to the Risk Management office (Risk office) and their collaborative work with 
departments. In 2013, the Risk office discontinued their reporting efforts, as prescribed by CCC 
2.95, to the county council.  Without proper program data provided to the council, their 
effectiveness in establishing and evaluating risk appetite is diminished.      
 
We found that the Risk office has been unable to match the data capture capability of the 
Washington Counties Risk Pool since exiting the pool in 2014. This change created the need for 
new or the expansion of existing internal controls. The Risk office reestablished general liability 
claims handling procedures, implemented new tracking software in 2017 and began a digital file 
conversion initiative.  Its inconsistent use of claims handling procedures, tracking software 
limitations, and incomplete digital file conversions efforts reduced the reliability of claims 
histories.   
 
Our review also found that the Risk office’s application of the risk process varied between 
workers’ compensation and general liability claims.  The department’s workers’ compensation 
response was aligned with best practices whereas the general liability response was primarily 
limited to claims adjusting. 
 
The Risk Management function has recently been assigned to the Human Resources 
department.  It has also entered into an expanded contract with the same third-party 
administrator that manages workers’ compensation to now include general liability claims 
management.  Management’s controls over contracted function and future data integration will 
need to be assessed to ensure third-party administrators are meeting program goals.  Our 
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review also found that CCC 2.95 does not reflect management’s current practices. Updating the 
CCC 2.95 would align it to management’s current funding and claims processing practices. 
Management should retain CCC 2.95’s elements in keeping with best practices.    
 
Expense analysis was performed at the fund level through the application of two industry 
measures; Cost of Risk Index and Total Cost of Risk Index.  Both show upward trends in 
expenses, with the Total Cost of Risk Index showing retained loses and legal expenses 
categories trending up.  
 
Claims analysis was conducted based on Washington Counties Risk Pool and workers’ 
compensation third-party administrator data sets.  Due to reliability weaknesses in Risk office 
managed data we were unable to provide analysis on the periods after the county’s 2014 exit of 
the risk pool.  Efficiencies were mostly realized within the workers’ compensation fund with 
downward trends in frequency of claims, average cost per Full-time Equivalent (FTE), average 
claim durations, and costs as a percentage of payroll.  General liability also experienced 
downward trends in frequency of claims but average cost per claim trend rose.  Both 
experienced an upward trend in litigated claims.   
 
Clark County experienced less claims overall but costs associated with litigated claims are 
trending higher.   This cost trend may persist due to escalating costs in civil litigation in the 
state.  The Risk office can aid in affecting trends through the consistent use of the risk process 
in keeping with adopted CCC 2.95 and best practices. A more detailed analysis by the Risk 
office at the individual claim level can target their collaborative work with the most affected 
stakeholders.       
 
Our recommendations to management include: retain and implement CCC 2.95 elements 
aligned with best practices, design and implement controls activities to improve claim histories, 
review controls to expanded third-party administrator contract, and consistent application of the 
risk process to the general liability program. A complete list can be found in section IV.  These 
recommendations will improve claims histories which are the basis of program analysis.  Better 
analysis can improve reporting that will aid decision makers in the administration of an effective 
and efficient Risk Management function. 
 
The County Manager’s office concurs with the recommendations and their written response is 
found in Appendix A.  We thank them and their staff for their cooperation on this audit. 
 

  



Clark County Auditor’s Office Performance Audit of The Risk Management Function (R8) Page 5 
 

Contents 
Executive Summary ....................................................................................................................................... 3 

I. Introduction ............................................................................................................................................... 7 

II. Approach Used for Key Activities Limits Effectiveness of Risk Management Function .......................... 11 

Risk Management function is well designed .......................................................................................... 11 

Required analysis and reporting not performed .................................................................................... 13 

Management of program data and operational changes must improve ............................................... 14 

Future claim histories and monitoring challenges .................................................................................. 18 

Risk process not consistently applied to general liability ....................................................................... 20 

Changes in operations not reflected in Clark County Code 2.95 ............................................................ 21 

III Risk Management Function is Moderately Efficient at Reducing the Risk of Loss ................................. 22 

Indices show possible drivers of increasing cost trends ......................................................................... 22 

Workers’ compensation trends generally improving ............................................................................. 25 

General liability trends show fewer claims and increasing costs ........................................................... 26 

IV. Recommendations ................................................................................................................................. 28 

1. Retain and implement CCC 2.95 elements aligned with best practice ........................................... 28 

2. Design controls to ensure Risk Management office’s histories are current and complete ............ 28 

3. Design, implement, and monitor controls to ensure outsourced processes meet program goals 28 

4. Apply risk processes consistently between workers’ compensation and general liability risk to 
ensure program objectives ..................................................................................................................... 28 

5. Update Clark County Code 2.95 to reflect operational and procedural changes ........................... 28 

6. The Risk Management office should work with its stakeholders to identify the drivers of litigated 
claims and their associated costs ............................................................................................................ 28 

Appendix A: Management’s Response ....................................................................................................... 29 

Appendix B: Clark County Code 2.95 Risk Management ............................................................................ 32 

Appendix C: Objectives, Scope, and Methodology ..................................................................................... 41 

Appendix D: ISO 31000 Risk Management Guidelines Chart (2018) .......................................................... 42 

Appendix E: RIMS Risk Management Professional Core Compentency Model .......................................... 43 

Appendix F: IIA & RIMS Evolution of Risk Management ............................................................................. 44 

Appendix G: One City’s Approach ............................................................................................................... 45 

Appendix H: Performance Measures Tables ............................................................................................... 46 

 

 



Clark County Auditor’s Office Performance Audit of The Risk Management Function (R8) Page 6 
 

 
 
 
 
 
 
 
 
 
 
 

 
This Page Intentionally Blank 



Clark County Auditor’s Office Performance Audit of The Risk Management Function (R8) Page 7 
 

I. Introduction 
 
The origin of this audit was based on Audit Services’ annual risk assessment.  During the 
assessment we speak to members of the county executive management team and learn about 
emerging issues or notable changes.  The purpose of this audit was to determine if the Risk 
Management function was effectively and efficiently reducing the risk of loss in the county. 
 
Clark County Code 2.95 Risk Management (Appendix B) was established in 1987.  It provides 
for the administration of the function and dedicates funds for general liability and workers’ 
compensation program expenses.  Implementation of the CCC 2.95 was primarily tasked to the 
Risk office and their collaborative work with departments. 
 
The Risk Management function has undergone notable changes since the county’s 2014 
departure from the Washington Counties Risk Pool.  This change created the need for the 
reestablishment of internal controls over the general liability claims process.  The county 
entered the risk pool in 2002.   
 
Our review of management practices was primarily focused on the span of time since the county 
left the risk pool.  We sampled a selection of expenses and claims from the same time period.  
We conducted a limited review of the workers’ compensation claims component since it is 
regulated by state/ federal agencies and claims are managed through a third-party 
administrator.  For a full description of this audit’s objectives scope and methodology, see 
Appendix C.   
 
We conducted this performance audit in accordance with generally accepted government 
auditing standards. Those standards require that we plan and perform the audit to obtain 
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions 
based on our audit objectives. We believe that the evidence obtained provides a reasonable 
basis for our findings and conclusions based on our audit objectives. 
 
Background 
 
In the latter part of 2014, Clark County left the Washington Counties Risk Pool and brought the 
general liability processes in-house.  The Risk office needed to develop internal claims adjusting 
processes for large claims, legal coordination with in-house counsel, and additional 
recordkeeping requirements for self-funded programs.   

The Risk office, in collaboration with the Prosecuting Attorney’s Office (PA), purchased new 
litigation software that allowed both departments to track general liability claims.  This enabled 
the departments to create electronic files that included intake information from the Risk office 
and provided internally assigned attorneys with direct file access.  In January of 2017, they 
switched to the new system as the principle method of claims tracking. 
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Chart 1: Risk Management office 2017 

 

Dedicated funding provided for five employees to administer Risk Management function 
activities.  In the fall of 2017 the workers’ compensation component of the Risk office was 
transferred to the Human Resources department.  The central hub for leave and employee 
information resides in Human Resources.  Management believed that by pairing these two 
functions, better communication and efficiencies would improve processes. 

Most recently, management decided that in 2019 the entire Risk office would reside within the 
Human Resources department.  Also included in the changes, the county expanded an existing 
third-party administrator contract for workers’ compensation claims handling to now include 
general liability claims.   The Risk office continues to work closely with the Prosecuting 
Attorney’s Office civil division for the review and litigation action of claims.  
 
What is Risk?  
 
Risk, as defined by the Government Accountability Office‘s Risk Management Framework 1 
(GAO, 2005) is:  
 

“An event that has a potentially negative impact and the possibility that such an event 
will occur and adversely affect an entity’s assets, activities and operations”    

 
The uniqueness of government is the level of risk that cannot be successfully avoided due to the 
nature of the services provided.  As it pertains to the local governments, just because an activity 

1 GAO Risk Management December 2005 
 

https://www.gao.gov/assets/160/157672.pdf
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has higher risk of loss does not mean that they are able to refrain from performing the activity 
(example, law enforcement). 
 
Managing Risk  
 
Management’s response to risk may vary but the goal of the response is to assess the risk 
around a particular activity and then develop actions to address that risk.  The Government 
Accountability Office‘s Standards for Internal Control in the Federal Government 2 (2014) 
provides possible responses to risk by management: 
  

1. Acceptance- No action is taken to respond to the risk based on the insignificance of the 
risk. 
 

2. Avoidance- Action is taken to stop the operational process or the part of the operational 
process causing the risk. 
 

3. Reduction- Action is taken to reduce the likelihood or magnitude of the risk.  
 

4. Sharing- Action is taken to transfer or share risks across the entity or with external 
parties, such as insuring against losses. 

 
Management applies the above responses to inherent risks of its operations.   Managing risk 
within an organization involves focusing resources to address the Acceptance, Avoidance, 
Reduction, and/or Sharing of risk.  For example, an organization could create a dedicated fund 
to address accepted risk, cease an activity like cash handling to avoid risk, implement work 
safety training to reduce risks, and/or purchase insurance to share the risk.   
 
These activities could be managed in a decentralized capacity or with a centralized function with 
a full-time risk manager and staff.  The quantity of staff depends on the size of the organization 
and the services it administers.   The number and types of programs managed vary but they 
principally focus on the management of general liability, workers’ compensation, unemployment, 
claims management and/or insurance coverages.     
 
Risk Management as a Process 
 
An organization’s process for managing risk is primarily shaped by its structure, type of services 
delivered, and unique operating environment.  Educational resources are available to aid 
organizations in their process development and implementation through professional risk 
associations and industry standards.   Clark County is a member of the Public Risk 
Management Association (PRIMA) which provides its members with educational materials, 
training, and direct services.   
 
 

2 GAO Risk Management Standards for Internal Control in the Federal Government 2014 

https://www.gao.gov/assets/670/665712.pdf
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The International Organization for Standardization (ISO) provides standards in several fields, 
one of which includes risk management.  Their ISO 31000 Risk Management –Guidelines 
provides information on designing a process that is efficient, effective and consistent.   These 
guidelines provide a set of Principles, Framework, and Process that an organization may adopt 
all of or parts that best fit their organizational structure see Appendix D.   
 
Risk Manager’s Role 
 
The risk manager is responsible for ensuring the established risk process is working 
appropriately.  The role engages all levels of employees, departments, the public, and outside 
entities.  Through this interaction the risk manager gains an understanding of the processes that 
are conducted by the organization and aids them with assessing the risks assumed by the 
organization.   
 
The risk manager traditionally is the designee that purchases insurance coverages.  This 
typically involves the maintenance of detailed records of real property holdings; organization’s 
staffing levels, description of operations, and claim histories which is then reported to insurance 
carriers.  The risk manager also collaborates with departments to ensure compliance with daily 
performance of regulatory activities mandated by applicable state and federal laws.  The risk 
manager assists in developing and initiating risk control activities that are most efficient and 
appropriate for the organization.   
 
The risk manager also assists in forecasting risk financing needs and advises council on the 
establishment of the organization’s risk appetite.  Based on the established risk appetite certain 
risk levels will be retained or transferred through the purchase of insurance policies and bonds.  
The risk manager aids in the selection of insurers that best fit the county’s financing needs. See 
Appendix E for the RIMS Risk Management Professional Core Competency Model.      
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Audit Results 
 
II. Approach Used for Key Activities Limits Effectiveness of 
Risk Management Function 
 
Summary:    Clark County’s approach to managing risk is expressed through CCC 2.95 and the 
principal efforts performed by the Risk office.  We compared the county’s approach with best 
practices in ISO 31000 Risk Management and department adopted procedures.  We found that 
the design of the county’s approach is in keeping with best practices but elements were not 
implemented or outdated, diminishing its effectiveness at reducing risk.  Reporting to council 
ended in 2013 and the risk process is not consistently applied.  Claims histories have become 
less reliable since leaving the risk pool and recent outsourcing of general lability claims handling 
requires review to ensure future data integration.  Operational changes are not reflected in 
current CCC 2.95 language. 
 

Risk Management function is well designed 
 

The main vehicle for the county’s risk management approach is through the adopted 
CCC 2.95, see Appendix B.  We compared it to the ISO 31000 guidelines (Appendix D) 
which provide a set of principles, framework, and process in risk management.   

ISO 31000 Principles 
 
The principles are designed to provide guidance on elements of effective and efficient 
risk management.  They communicate elements that are recommended to be reflected 
within an organization’s risk management approach, how it is valued, its intent and 
purpose.  CCC 2.95 is in keeping with the ISO 31000’s principles of communicating 
values, explaining intentions, and purpose.    
 
The values, though not expressly communicated as such, are those of safety, protection 
of assets, commitment to an open claims process, and managing risk in keeping good 
financial stewardship. The intent as communicated in CCC 2.95’s definition of risk 
management is one of reducing the risk of loss and preserving county’s assets.  A 
purpose is well defined within CCC 2.95 purpose statement which provides for 
establishing procedures, purchase of insurances, improving conditions relating to 
employee and citizen safety, and procedures for dealing with claims and lawsuits.  

“It is, in fact, the inability to avoid many key risks that most distinguished public sector 
risk management from its private sector counterpart.”   International City/County Management 

Association IQ Report V2#2 
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ISO 31000 Framework 
 
The framework provides assistance in methods of integrating risk management within 
important activities and functions throughout the organization.  The CCC 2.95 is 
designed in keeping with the ISO 31000’s framework of significant integration within the 
organization.  The county legislators’ commitment and leadership is illustrated within the 
design of the CCC 2.95 which provides for funding, roles and responsibilities, 
establishing claims process procedures and the expectation of a collaborative work 
process between departments and staff.   
 
Another element of integration within the county’s design includes a risk manager 
position, established by code.  The risk manager position oversees the programs 
integration within the county and is accountable for the program.  This position interacts 
throughout the levels of organization; from providing assistance to departments on 
treatment options to working with the county manager on determining appropriate 
funding levels and reporting to the Councilors on program activities.  The county’s 
design integrates the Risks manager into significant activities that range from operational 
procedures to guidance on risk policy development throughout the organization.   

ISO 31000 Process 
 

The process is an approach for an organization to create a mechanism that is systematic 
when responding to risk.  It includes elements of assessing, treating risk, and those 
elements required for documenting and communicating the process.  The CCC 2.95 
provides a high level approach to designing a process that contains many of elements 
within ISO 31000 but leaves management flexibility in its design and implementation. 
The elements included are: monitoring/review through CCC 2.95’s schedule of reporting 
requirements, recording/reporting through CCC 2.95’s establishment of claims 
processes and maintenance of histories.  Other elements are addressed through its 
defined roles and responsibilities of the risk manager, departments, and employees.  
The CCC 2.95 provides directional language on the remaining process element’s 
implementation, specifically as expressed in its definition of “risk management” as, 
 

“A coordinated and continuous management process to identify and analyze 
potential loss exposures; to apply where possible reasonable and effective 
processes to transfer and reduce the risk of loss so as to preserve the assets of 
Clark County” 

Evolution of Risk Approaches 
 

The overall design of the CCC 2.95, when comparing it to the Institute of Internal 
Auditors (IIA) in collaboration with the Risk Management Society (RIMS) Evolution of 
Risk Management 2012, appears to be at the integrated model, see Appendix F.   
The county’s design speaks of managing losses through analysis and applying 
reasonable measures to reduce them.  The Traditional, Integrated and Enterprise Risk 
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Management approaches are all valid at managing risk.  When selecting an approach, 
the organization would gauge its risk appetite and select one that best reflects its 
financial and administrative resources needed to implement it. A good example of an 
entity modifying its approach can be found in the City of Petaluma California’s 
operational changes which addressed their risk funding challenges, see Appendix G.    
 

Required analysis and reporting not performed 
 

The Risk office discontinued providing quarterly reports to the Councilors after the 
second quarter of 2013.  The risk manager explained that at the time, the Councilors had 
differing communication preferences that did not include formal reports.  Informal 
program communications continued between the risk manager and county manager. 
 
The ISO 31000’s framework provides that risk management’s effectiveness is dependent 
on its integration into the governance of the organization, including decision-making.    
The absence of analysis and reporting prevents integration of risk management with the 
legislative and executive members of the county.   CCC 2.95 contains reporting 
requirements to the Councilors on a quarterly and annual basis.  It also states that the 
risk manager will provide the county manager monthly, quarterly and annual reports.  
The reports would include the design of the insurance program, the amount of services 
established, the appropriate retention levels, claims and loss histories. 
 
Financial and policy decisions reside primarily within the legislative level of the 
organization.  By reducing reporting, this limits the effectiveness and/or efficiency of the 
Councils’ response to risk events.   
 

Recommendation: (R1) Retain and implement CCC 2.95’s elements aligned with best 
practices including: 
 

• A risk manager responsible for the coordination of the county’s risk management 
activities and other duties assigned within CCC 2.95; 

 
• The Risk Management process described in CCC 2.95.020(F) which includes the 

continuous identification, analysis, and response to loss exposure; 
 

• Resume reporting to Clark County Council and county manager on program activities 
 

o Reports should be structured to fulfill CCC 2.95 requirements and those 
needed for programmatic efficiency and effectiveness assessments. We 
would encourage the distribution of the reports with internal and external 
stakeholders.   
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o Consider providing an annual risk management report to the county and the 
public.  Several local governments (Marion County OR, Los Angeles County 
CA, and City of Eugene OR) provide annual reports online.  Also consider 
adopting the following elements shared within their reports: 
 
 Risk manager’s message/Executive Summary 
 Risk fund(s) performance 
 Program(s) claims analysis (Workers’ Compensation, General 

Liability, Auto, Property) 
 Performance measures 
 Loss prevention activities  

 

Management of program data and operational changes must improve 
 
Clark County Code 2.95 states: 
 

“the risk manager shall maintain histories of all claims and lawsuits, whether 
insured or funded self-insurance, loss histories, and investigation of claims and 
incident reports”   
 

No method is specified in the ordinance on how claims histories should be maintained.  
The risk manager is responsible for how claims histories are captured and managed.  
Traditional capture methods include: paper file, electronic, or both.  Claims histories are 
the foundation of program analysis.  The accuracy and timeliness of records will 
determine if reliable analysis can be produced.   
 
Claims histories for workers’ compensation were managed through the use of third-party 
administrator software and locally stored paper files in the Human Resources 
department.  General liability claims files were captured in three digital formats 
(Washington Counties Risk Pool, Risk office Excel workbook and new tracking software) 
and locally stored paper files within the Risk office.        

Inconsistent General Liability Claim Count 
 

Our analyses of the 2017 Excel worksheet and the new tracking software claim count 
found a difference of 73 claims.  The Risk office Excel worksheet had a count of 125 
claims; the tracking software had a total of 198 claims.  Staff attributed these differences 
to mid-year file naming convention changes, software data architecture, and timing 
differences in the recognition of a claim if it originates as a litigated claim.    
 
This delay in recognition by the Risk office creates inefficiencies when trying to account 
and report on active claims.    We tested a selection of files that were listed in the 
tracking software but absent in the Risk office’s totals and were able to confirm their 
active status.  
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Inconsistent Management of Paper Files 
 

The reliability of the Risk office’s file management is diminished by the inconsistent use 
of adopted procedures by staff.  These procedures were used to provide clarity to CCC 
2.95 and augmented internal procedures.  They were adopted in 2009, updated in 2012, 
which predates the exit of the risk pool and the use of new tracking software.   
  
Table 1: General Liability Files  
 

 
 
Table 1 shows the attribute results for the entire sample tested.  Table 2 is a subset of 
the files tested that indicated a payment was issued.  Payment information was validated 
through county’s financial management software and was found to be in keeping with 
account payable’s controls.  The files tested included paper and electronic records.  Our 
review was limited to the determination of whether the attribute was documented. 

 
 Table 2: General Liability Files with Payments 
 

 
 
Staff informed us that some of the procedures were conducted but not consistently 
documented.  In some instances steps were verbally communicated or placed on 
temporary notes within the file.  We did encounter several instances of post-it notes with 
directions to staff.  
 
A periodic monitoring and evaluation by management over its file controls would have 
revealed some of the weaknesses identified during our analysis, and efforts to correct 
deficiencies could have been applied.  Staff training on the consistent use of adopted 
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procedures, modifying procedures to reflect exit of risk pool, and a reevaluation of 
procedures due to the use of new tracking software would have assisted management in 
correcting control weaknesses.     
 
Due to inconsistencies in the Risk office’s documentation practices there was an 
elevated risk of fraud. We conducted additional testing of associated expenses of the 
general liability and workers’ compensation fund.  We did not find indicators of fraud in 
the items tested. 

Incomplete Digital File Conversion 
 

The Risk office began an initiative to convert paper general liability files into the adopted 
tracking software.  In 2017, there was a concerted effort to achieve this as new claims 
were entered into the software.  Periodically, staff would input older opened or closed 
files as well.   We tested a selection of files for attributes listed in the claims handling 
procedures.  We found instances of items that were not scanned into the software.  This 
included the initial intake form, 60-day letter, expense invoices, and file notes.   
 
The reliability of the electronic files was diminished since it did not adequately reflect the 
contents of the paper files. Staff indicated that no written guidance or procedures had 
been developed to ensure that documents were consistently scanned into the software.   
 
The Risk office’s initiative to implement new tracking software was a good step to 
increase its internal tracking capabilities, but additional controls were needed to ensure 
that the software was producing its intended results.   

More Reliable Data Required to Manage Performance 
 

Claims histories should facilitate the capture of metrics most useful to the organization 
for measuring success and in accordance with mandated reporting requirements.  CCC 
2.95 provides a direction on type of metrics such as counts in: claims, lawsuits, 
distinguish between insured/self-insured, historical loss, claims investigated, and 
incident reports.    
 
Our review used industry metrics that included common measures for workers’ 
compensation and general liability claims analysis, applying them to the available claim 
histories datasets to determine if they were computable.   
 
We found the workers’ compensation data sets reliable and were able to compute 10 out 
of the 10 performance measures. A table of the measure can be found in Appendix H.  
 
We also found that since leaving the Washington Counties Risk Pool, general liability 
data capture efforts are not reliable enough to compute many of the suggested 
measures, see Table 3 (next page). 
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                  Table 3: Performance Measures by datasets 
 

                  
 Computable and Reliable        Computable and Not Reliable        Not Computable  

 
The risk pool data was computable for 6/7 measures; average reporting lag time was 
unavailable, see Table 3.    The Washington Counties Risk Pool continues to maintain 
claims data for the period of time the county was a member and updates expense 
information on open claims.   With minimal formatting modification, the datasets were 
adapted for analysis, see Appendix H.   
 
The Risk office’s Excel workbook was computable for 7/7 measures, see Table 3, but 
records reliability is not substantial enough to determine specific trends in the seven 
measures.  The data set analysis excluded many records that had missing or incomplete 
fields.   The Excel workbook did not have consistently completed fields: utilized 
variations of claim type, variants on department name, expense tracking only included 
settlement check amounts, included multiple variants of single claim number, and used 
improper field formatting.   
 
The tracking of claims was done by creating an individual worksheet for each year within 
the Excel workbook.  Throughout the years, new columns would be added to reflect an 
additional attribute; this practice diminished the ability to create a single dataset for 
analysis.   Due to extensive formatting modification and exclusion of records, analysis is 
not reliable enough for reporting purposes.         
 
The tracking software was computable for 5/7 measures, see Table 3, but reliability is 
not substantial enough to determine specific trends in the five measures.  This is due to 
its use of the Excel workbook as the initial database and changes in claims naming 
convention.  The software has better controls built in such as, individual logins, drop 
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down lists, capabilities for uploading paper documents, and report writing.   Data 
reliability challenges were discovered when we conducted analysis of the exported data 
sets; claims totals differed from the Risk office’s reported claims totals.   
 
Staff explained that this was due to some files associated only with the Prosecuting 
Attorney’s Office were being captured in the claims totals.  Other challenges included the 
naming convention for claims was modified in 2017; claims type variants between the 
Risk office and PA, software data architecture and financial reporting limitations of the 
software. 
 

Recommendation: (R2) Design controls to ensure Risk Management office’s histories are 
current and complete.   
 

The Risk office’s approach to changing or updating its practices should set priorities in 
increasing data reliability of its claims’ histories. Staff should ensure that whether paper 
or electronic based, a complete claims history should be available.  This would include: 
 

• Claim type naming convention should be updated and a crosswalk between prior 
versions created.  This will allow for analysis among older, current, and future 
third-party administrator claim types.   

 
• Capture costs at the individual claim level that includes all measurable 

associated costs.  Detailed expense data is useful in gauging risk costs by claim 
type. This could inform mitigation response efforts. 

 
• Develop communication controls among the claims handling partners to ensure 

timely recognition of new claims.  The Risk office should maintain the most 
current records including pending or current litigated claims.  Throughout the life 
of a claim, the Risk office should be able to determine its location and current 
status.     
 

Future claim histories and monitoring challenges 
 

During our review the county expanded an existing contract with a third-party 
administrator that manages the workers’ compensation claims handling to also include 
general liability claims. This measure should greatly improve many of the documentation 
and data capture deficiencies found during our review.   
 
This new management initiative will also expand the claims datasets to four.  Data 
integration challenges may continue if new data elements are not consistent with prior 
data fields or file format.  A review of data elements needed to fulfill reporting 
requirements and those available through the new contract should be conducted to 
determine suitability. 
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When outsourcing a service like claims handling activities, management must ensure 
that monitoring controls are put in place to administer the new contract.  The 
International City/County Managers Association (ICMA) has provided some guidance on 
the outsourcing of high risk services. They stipulate that in assessing risk, an 
organization must view the outsource service through three perspectives: citizen 
sensitivity, supplier market, and switching costs.   

Due to the third-party administrator providing direct services to citizens and maintaining 
the Risk office’s principal data source, this service should be classified as a high risk 
service.  The programmatic guidance provided by ICMA on high risk services states that, 

 “A city or county must focus on three distinct activities: performance 
measurement, ongoing communication and coordination, and links to the 
management control process” 

The third element is crucial to ensure the process is aligned with the Risk office’s 
monitoring and evaluation program controls.  Adapting controls is an ongoing endeavor 
management must engage in. The Government Accountability Office’s Green Book 
provides the following insight to federal managers: 

 
“Since internal control is a dynamic process that has to be adapted continually to 
the risks and changes an entity faces, monitoring of the internal control system is 
essential in helping internal control remain aligned with changing objectives 
environment, laws, resources, and risks.”   

The expanded third-party administration of general liability claims handling will require 
effective contract monitoring and evaluation controls.  These controls would aid 
management in assessing the adequacy of program expense forecasting, annual 
budgeting needs, fund management, and direct customer service experiences.   

Additionally, general management practices recommend that if expenditure authority is 
given to the third-party administrator, controls must be put in place to ensure fraudulent 
activity will be prevented or detected.  This would involve proper segregation of duties 
among the third-party administrator’s staff, periodic reviews by the Risk office for the 
appropriateness of the expenses approved by the third-party administrator.   

Management should effectively communicate their expectation that if any fraud is 
detected by the third-party administrator, it is reported to the county in a timely basis to 
ensure compliance with the Washington State Auditor’s Office reporting requirements. 

The expansion of the third-party administrator claims handling contract to general liability 
will create further complexities in timeliness of recognizing and accounting for submitted 
claims.   

 
Recommendation: (R3) Design, implement and monitor controls to ensure outsourced 
processes meet program goals. 
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Risk process not consistently applied to general liability  
 

Our review found that the Risk office responded differently between the workers’ 
compensation and general liability risk. 
 
The worker’s compensation process follows more of the elements in the ISO 31000 
process (Appendix D) and in keeping with the IIA and RIMS integrated approach listed in 
Appendix F.    The county has implemented quarterly reporting to the state, has a 
standing safety committee with designated safety officers within departments, posts 
injury data in common work areas, and manages a contract with a third-party 
administrator for all workers’ compensation claims handling.   
 
The county has put in place procedures to comply with federal medical information 
privacy requirements. A possible reason for its closer adherence to the ISO 31000 is that 
workers’ compensation is regulated by state and federal agencies; Washington State 
Labor and Industries governs it and medical information is protected under federal 
regulation Health Insurance Portability and Accountability.   
 
During our discussion with staff from Risk Management and several larger departments, 
they provided examples of the coordinated efforts taken to reduce the risk of injury within 
the county.  Examples included: ergonomic assessments, carbon dioxide detectors for 
fleet vehicles, silica awareness training, and the dissemination of injury information 
through standing safety committee meetings. 
 
The Risk office response to general liability risks did not follow the ISO 31000 process 
and primarily focused on general liability claims handling.  They managed a well-defined 
process on how citizens/employee could submit a claim and the Risk office staff 
adjusted the claims accordingly.  The Risk office and several larger department staff 
reported that their interactions primarily focused on the submittal of the general liability 
claims.   
 
We could not find evidence of metrics on the Risk office’s process for general liability 
that addressed the following: Risk Assessment, Risk Treatment, Monitoring and Review, 
and Communication and Consultation elements.  
 
The ISO 31000’s process is effective if the risk of loss is assessed, treated, monitored, 
and communicated.  The absence of this process for general liability limits the ability for 
the county to manage risk.  Opportunities for formulating a risk treatment to a present or 
future risk cannot be determined if primary elements of the process are not followed.  
The Risk office’s approach is more in keeping with the traditional approach as described 
in the IIA and RIMS maturity level (Appendix F) which treats risk as an expense item.           
 

Recommendation: (R4) Apply risk processes consistently between workers’ compensation 
and general liability risk to ensure program objectives. 
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Changes in operations not reflected in Clark County Code 2.95 
 
Operational practices have changed within the Risk Management function that should be 
reflected in the adopted CCC 2.95 and policies. Currently CCC 2.95 includes language 
that the prescribed fund be maintained at actuarially sound level, this is no longer the 
practice.  Management has determined that if the fund balance is not sufficient to cover 
unforeseen losses, then general fund or borrowing will be used.  Without updating 
current language, the county is not in compliance with CCC 2.95’s funding level 
requirements.   
 
CCC 2.95 also states that the risk manager is the person designated by the board. With 
the county’s adoption of the home rule charter form of government, this may no longer 
be accurate. A review with the county’s legal counsel can provide further guidance.   
 
Organizational changes within the Risk Management function have transitioned away 
from the General Services department to the Human Resources department.  CCC 2.95 
and public facing website still directs citizens and employees to the General Services 
department.   This inaccuracy increases the potential for miscommunications during the 
general liability claims process.   
 

Recommendation: (R5) Update Clark County Code 2.95 to reflect operational and 
procedural changes.   
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III Risk Management Function is Moderately Efficient at 
Reducing the Risk of Loss 
 
Summary:  To evaluate efficiency we utilized expense data, general budget figures, and fund 
expenditure histories to estimate two industry measures, the Cost of Risk Index and Total Cost 
of Risk Index.  We found the Cost of Risk Index shows an upward trend in risk management 
costs as a percentage of the county’s biennial budget.  A categorized approach through the 
Total Cost of Risk Index shows legal expenses and retained losses have been trending higher 
while the county’s insurance premiums costs have diminished.  The majority of gains in cost 
savings and efficiency improvements appear to be within the workers’ compensation program.  
We found that worker’s compensation claims show an average of fewer than six claims per 100 
employees and a downward trend in claims costs.  The number of general liability claims per 
year has dropped by almost half in the ten year span reviewed, but average cost per claim 
shows an upward trend.  Both claim types show an upward trend in litigated claims; further 
analysis is needed at the individual litigated claims level to determine risk identification and 
targeted risk treatment. 

Indices show possible drivers of increasing cost trends  
Cost of Risk Index 

 
The Cost of Risk Index measures the function as a whole.  It takes into account all 
expenses associated with risk management funds and compares them to the county’s 
overall operating budget.  We obtained expense information from the two primary funds 
associated with the Risk Management function; general liability (5040) and workers’ 
compensation (5043).  Not all risk management expenses may be included since the 
general fund has been used in the past to fund claims expenses and supplemental 
activities are provided by Public Works and Sheriff’s Office (CCSO). Prior to 2019, the 
county operated within a biennial budget process, our analysis grouped expenses to the 
corresponding budget see Table 4. 
 

Table 4: Risk Management Expenses 
 

 
**Note: Analysis for directional use only due to limitations in expense categorization  

 
We found Clark County’s cost of risk index shows minimal increases of less than a one-
half percentage increase when comparing the 2009/10 and 2015/16 biennial totals see 
Table 5 (next page). 
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Table 5: Cost of Risk Index Analysis 
 

 
**Note: Analysis for directional use only due to limitations in expense categorization  

Total Cost of Risk Index (TCOR) 
 

For a more nuanced analysis, we utilized the Total Cost of Risk Index (TCOR).  This 
index measures the percentage of the organization’s total budget as it pertains to the 
following expense categories: 

 
• Retained losses for workers’ compensation, general liability, and auto liability  

o (Costs within deductibles, retention, and self-insured losses) 
• Insurance premiums 
• Unemployment, fraud, lost interest, and other expenses related to risk events 
• Legal expenses 
• Loss prevention and control 
• Risk management system expenses 
• Administrative cost for Risk Services Department 

o (Payroll, benefits, loss of productivity, risk control, brokers, third-party 
administrators and, consultants) 

 
We used the expense records as categorized within the county’s financial management 
software.  Expenses were grouped into four categories generally matching the TCOR 
concept: Administrative Costs, Insurance Premiums, Legal Expenses, and Retained 
Losses.  The Accounting Adjustments included prior period adjustments (GASB 68, 
Incurred But Not Recognized) that do not reflect expenses incurred during the period the 
adjustment was applied.  The largest in 2011 to 2012, see Tables 6 and 7 (next page), 
was recorded due to recognizing a continuing claims and judgement liability that is 
based on actuarial costs.  It appears to be an expense anomaly that has not reoccurred.   
 

 Table 6: Total Cost of Risk Index by percentage 
 

 
**Note: Analysis for directional use only due to limitations in expense categorization  
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We found that Administrative Costs and Insurance Premiums are at a downward trend, 
see Tables 6 and 7.  Factors that may be affecting the insurance premiums costs could 
be associated with the county’s exit of the Washington Counties Risk Pool and changes 
in coverage.  The county purchased insurance coverage with a $1,000,000 deductible; 
the prior deductible was $500,000. Insurers’ rates would reflect the county’s acceptance 
of greater risk of loss.   
 

Table 7: Total Cost of Risk Index (Dollars) 
 

 
**Note: Analysis for directional use only due to limitations in expense categorization  

 
We also found that Legal Expenses and Retained Losses are in an upward trend.  
Possible factors affecting these two categories could again be attributed to exiting the 
risk pool.  Legal Expenses above the deductible were covered by the risk pool until the 
county left during 2014; since that time those costs have been absorbed by the risk 
funds.  Any other claims’ costs that fell below the new deductible threshold would also 
be absorbed by the risk funds.  Table 7 included the costs in dollars and Chart 2 is visual 
representation of the trends. 

 
           Chart 2: Total Cost of Risk Index- bar 
 
 

 
 
 

 
 
 
 
 
 
 
 
 

 
     **Note: Analysis for directional use only due to limitations in expense categorization 
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Industry best practices recommend trending the organizations metrics to itself due to 
limitations in data availability from similar organizations.  Going forward, if the Risk office 
adopts these indices, greater emphasis must be made to ensure categorization of 
expenses are in alignment with indices parameters.      
 

Workers’ compensation trends generally improving 
 

When comparing between the years of 2009 and 2017, workers’ compensation saw 
efficiencies in several measures with sharp declines in annual average costs per FTE 
employee with a drop of $495, costs as a percentage of payroll showed a reduction of 
.92%, and a 214 day reduction in the average claim duration see Table 8 (Appendix H). 
 

Table 8: Performance Measures Results-workers’ compensation 
 

 
Source: Based on data from Third-party administrator 2009-2017 

 
Several measures provide positive indications that the workers’ compensation program 
was effectively and efficiently reducing the risk of loss to the county.  We see a $9,886 
reduction in the average cost of claims.  The frequency of claims per 100 employees 
shows a little fluctuation with a rate of 5.6 or lower.  Less than half of the workers’ 
compensation claims have associated indemnity payments.  Litigated claims are not a 
common occurrence; in several years there were none, but when comparing the last two 
years an upward trend is beginning.  It is expected to see an upward trend in the 
percentage of open claims closer to the most recent year.  
 
One indicator in the effectiveness of management’s reporting polices is the average lag 
time between when the injury occurred and when it was reported. This measure shows a 
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35 day reduction when comparing 2009 to 2017.  Timely reporting by employees 
provides management greater opportunity to mitigate risk to employees and/or public. 

 
Table 9: Performance Measures Results-workers’ compensation-percentage of claims, top 5 by body part 
 

 
 
Source: Based on data from Third-party administrator 2009-2017 

 
Above, in Table 9 (Appendix H) are the top five parts of the body with the greatest 
number of claims between the years of 2009 to 2017.  Lower back and right knee injury 
were the most prevalent.  Further analysis by individual year could be helpful to 
management in the development of mitigating efforts. 
 
Due to limited metrics captured on the mitigation efforts conducted, we were unable to 
determine if improvements were due to management initiatives or greater market trends.   

General liability trends show fewer claims and increasing costs 
 
Analysis should be considered for directional purposes only; trend analysis is limited by 
the claim data ending in 2013.  When comparing between 2003 and 2013, general 
liability experienced some improvements in efficiencies relating to the average claim 
duration with a 54 day reduction, see Table 10 (Appendix H).  The frequency of claims 
also showed a reduction of 1.7% when comparing 2003 (3.9%) and ending in 2013 
(2.2%).  The percentage of open claims is in keeping with expected increases closer the 
most recent year.    
 
The general liability fund experienced challenges with upward trends in costs and 
litigated claims.  The average cost per claim increased beginning in 2008 and has not 
returned to the previous lows.  In 2003; the average cost per claim was $2,608 and 
ending with $33,279 in 2013 with an overall average of $16,120. Totals are affected by 
projected expenses in open claims and may not adequately reflect the final claim costs.  
The percentage of litigated claims also contains an upward trend.    
 

Table 10: Performance Measures Results-general liability 
 

 
**Note: Unable to trend beyond 2013 
Source: Based on data from Washington Counties Risk Pool 2003 -2013 
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Our analysis included a review of claims by department.  The department names were 
based on the risk pool’s naming convention and may not adequately reflect the County’s 
current department listings.  The analysis of claim cost both in litigated and non-litigated 
shows the same top two departments, CCSO and Roads see Table 11.  The 
departments with the greatest costs associated with claims are those with inherent 
higher risks due to the nature of the services they provide.  Risk identification and 
treatment efforts should be explored with these departments. 

 
Table 11: Performance Measures Results-general liability- Percentage of claim costs, top 5 departments 
 

 
**Note: Unable to trend beyond 2013 
Source: Based on data from Washington Counties Risk Pool 2003 -2013 

 
The Cost of Risk Index and Total Cost of Risk Index show increasing trends in the 
associated costs to the dedicated funds. Analysis at the claim level shows that though 
the frequency of the claims in both workers’ compensation and general liability are 
decreasing, litigated claims costs are increasing.   The percentage of litigated claims 
falls below single digit, but average costs are tens of times greater than non-litigated 
claims.  A 2015 Washington State Bar Association report to the Board of Governors 
details challenges within the state in controlling the escalating costs of civil litigation.   
The county’s policy decision to increase its deductible to one million dollars increases 
the potential claims costs it must absorb. Efforts to aid in controlling litigated claims costs 
will require targeted claims analysis and a coordinated response.   

 
Recommendation: (R6) Risk Management office should work with its stakeholders to 
identify the drivers of litigated claims and their associated costs.   

 
Further analysis is needed at the individual litigated claim level to determine risk 
identification and targeted risk treatment.  The Risk office should utilize the risk process 
in keeping with adopted CCC 2.95 and best practices.    

 
 
Summary of Recommendations 
 
Our recommendations to management include: retain and implement CCC 2.95 elements 
aligned with best practices, design and implement controls activities to improve claim histories, 
review controls to expanded third-party administrator contract, and consistent application of the 
risk process to the general liability program. A complete list can be found in section IV.  These 
recommendations will improve claims histories which are the basis of program analysis.  Better 
analysis can improve reporting that will aid decision makers in the administration of an effective 
and efficient Risk Management function. 
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IV. Recommendations 
 

1. Retain and implement CCC 2.95 elements aligned with best practice 
 

2. Design controls to ensure Risk Management office’s histories are 
current and complete   
 

3. Design, implement, and monitor controls to ensure outsourced 
processes meet program goals 
 

4. Apply risk processes consistently between workers’ compensation 
and general liability risk to ensure program objectives  

 
5. Update Clark County Code 2.95 to reflect operational and procedural 

changes 
 

6. The Risk Management office should work with its stakeholders to 
identify the drivers of litigated claims and their associated costs  
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Appendix A: Management’s Response 
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Appendix B: Clark County Code 2.95 Risk Management 
CCC   

 

https://www.codepublishing.com/WA/ClarkCounty/
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Appendix C: Objectives, Scope, and Methodology 
 
Objectives 
 

(1) To determine how effective the Risk Management function is in identifying, 
analyzing, communicating and responding to loss exposure. 

 
(2) Determine how efficient the Risk Management function is at reducing the risk of loss.  

 
Scope 

 
This audit includes injury data from 2009 through 2017; general liability claims data from 
2003 through 2017, expense data 2005 through 2018, and budget data 2009 through 
2016. We also reviewed current management efforts and leading risk management 
practices. This was not a claims adjustment audit; our review included the claims 
documentation practices associated with the Risk office.   

 
Methodology 

 
Our approach was to work with the Risk Management office; associated 
department/office personnel with the risk process were contacted for brief interviews 
and/or documentation requests.  These departments/offices include, Human Resources, 
Public Works, Sheriff Office and Prosecuting Attorney’s Office.  We collected and 
analyzed practices in claims processing; injury claims data, general liability claims data, 
budgets and costs data associated with their administration.  Activities in various 
departments were considered to evaluate how information had been processed, 
approved, and communicated. 
 
Samples were used during our analysis.  Stop-or-go sampling, attribute sampling, 90% 
reliability with a 0% rate of occurrence, tolerance rate of occurrence 8%, expense 
sample size 30, and claims sample size 30. Three files were added for additional review, 
15 of the 33 had associated payments.  Due to concerns in data and claims histories 
reliability results should not be projected to the larger population. 
 
Analysis of datasets included data management best practices, industry performance 
measures and indices.  Department practices were compared to adopted policies, 
procedures, and relevant ordinance.   Analysis is for directional use only due to 
limitations in expense categorization and general liability data’s span ending in 2013. 
 
We conducted this performance audit in accordance with generally accepted 
government auditing standards. Those standards require that we plan and perform the 
audit to obtain sufficient appropriate evidence to provide a reasonable basis for our 
findings and conclusions based on our audit objectives. We believe that the evidence 
obtained provides a reasonable basis for our findings and conclusions based on our 
audit objectives. 
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Appendix D: ISO 31000 Risk Management Guidelines Chart 
(2018) 
 
 

                            

ISO 31000 Risk management-Guidelines (preview)  

https://webstore.ansi.org/preview-pages/ISO/preview_ISO+31000-2018.pdf
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Appendix E: RIMS Risk Management Professional Core 
Compentency Model   
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Risk Management and Internal Audit Forging a Collaborative Alliance  

Appendix F: IIA & RIMS Evolution of Risk Management 
 
 
 
 

 
 

© Copyright 2012 The Institute of Internal Auditors, Inc. and the Risk and Insurance Management Society, Inc. All rights reserved. 
 

  

https://na.theiia.org/certification/Public%20Documents/Risk%20Management%20and%20Internal%20Audit%20Forging%20a%20Collaborative%20Alliance.pdf
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Appendix G: One City’s Approach   
 

 

An October 2010 Government Finance Review article from the Government Finance 
Officers Association (GFOA) highlighted the City of Petaluma California response to risk 
funding challenges.  The City of Petaluma employed a strategy that was focused on risk 
avoidance, applied measures to try to recover money that was owed or could be rebated 
and applied mitigation activities. Program activities were documented, measured and 
active communication with internal/external stakeholders aided in their success at 
reducing risk at their City.  

 

“Reducing claim frequency and severity and introducing risk management best practices 
gave the city an opportunity to receive future rebates and to decrease its insurance 
premiums”   

 

Though City of Petaluma 2010 success is reflective of their operating environment, similar 
results could be achieved by the county.   

GFOA Risk Management an Unrealized Opportunity for Revenue  
 

https://www.gfoa.org/sites/default/files/GFR_OCT_10_75.pdf
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Appendix H: Performance Measures Tables  
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