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Our Fire Truck i1s Worth What?

Richard Buttenshaw, Loss Control Representative

possi ble methods of establishing the value of insured property to

cal culate the premium and determinethe amount theinsurer will
pay inthe event of aloss. The two most commonly used methods are
Actual Cash Value (ACV) and Replacement Cost (RC). Itisvery
important to check to see which method isused in your policiesasthe
pay-out amounts can be considerably different. ACV isdefined asthe
cost torepair or replacethe damaged property with materia sof likekind
andquality, lessdepreciation r
of the damaged property.
RCisdefined asthe cost to
replace it today with
property of like kind and
quality without any
deduction for depreciation.
Typically property damage
policies are written using
RC, but automobiledamage
policies are written using
ACV.

So how doesthisapply
to your fire truck? Even
though fire trucks often
gopreciateinvaueover time
rather than depreciate, they
are still automobiles and
covered under your auto
policy. So theamount paid to theinsured will betheACV amount, not a
RC amount. Remember, thisprincipleactualy appliestoal your vehicles
not just firetrucksandistypicd of dl auto policiesintheinsuranceindudtry.
However, what makesfiretrucks more uniqueishow to determinethe
ACV amount. For example, determining theACV for astandard car is
relatively easy using such toolsasthe Blue Book Value. But withfire
trucks, it'snot so easy. So, thisisthe processAMIC usesto determine
theamount paid for atotaled firetruck:

1. Anindependent outside adjuster ishired by AMIC to inspect the
damaged vehicle.

I n property and auto physical damageinsurance, thereareseverd

2. Theexpertindependent adjuster then submitsawritten report
toAMIC estimating thefiretruck’svalue at thetime of theloss.

3. At the sametimeasecond adjuster, thistimefrom AMIC,
usesanindustry national database serviceto estimate the value of
thevehiclebased on comparabl e vehicles nationwide.

4. Then the AMIC claims department compares the two
separate estimates and paysthe higher of thetwo.

For example, let’ssay oneof your firetrucksgetstotaledinan
accident ontheway to
acdl. Theindependent
adjuster then examines
the vehicle and
estimatesit wasworth
$100,000 before the
accident. However,
using the national
database service, a
comparable vehicle
hasan estimated value
of $125,000. AMIC
will then pay the
2 $125,000. Thismoney
canthen beused by the
municipality to
purchaseasmilar used
firetruck or it can be
put toward the
purchase of abrand new firetruck. That isyour choice. Of course,
thebrand new firetruck may haveapricetag of $250,000 and you
would need to pay the difference out of your own pocket!

So, what isyour firetruck worth? AMI C triesitsbest to get the
most accurate val uation possible. They do thisby collecting two
Separateindependent estimates using different resourcesand then
comparing theresults. To beasfair aspossible, AMIC then pays
out the higher of the two estimates. But remember, automobile
insurance policiesare designed to put you back in valueto where
you were beforethetotal lossoccurred. They are not designed or
priced to buy you abrand new replacement firetruck. =
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HOW MUCH DOES THAT “FREE RIDE" COST?

Things to Consider Before Using Work-Release Inmates or Allowing for Citizen Ride-Alongs

Lori Lein, Deputy General Counsel, Alabama League of Municipalities

win-winstuationsonthesurface. But what arethe hidden costs

for municipaitiesinutilizingwork-release programsand/or citizen
ride-dongs? Thisarticleisnot intended to thoroughly cover dl issuesreated
to the use of work-rel easeinmates and ride-alongs but rather raiseissuesfor
discusson.

Both work-rel ease programs and ride-al ong programs sound like

WORK-RELEASE PROGRAMS
Tort Liability

Two liability issuesare presented when utilizing work-releaseinmates.
First, what, if any, ligbility doesamunicipality faceif awork-rdeaseinmateis
injured “onthejob” and what, if any, liability doesamunicipality faceif a
work-releaseinmateinjuressomeonee sewhile“onthejob? Both of these
issues must be considered carefully by municipalitieswho are considering
using work-rel easeinmates.

Whiletheremay be someimmunity for municipditiesand their employees
who are participating in astate work-rel ease program utilizing stateinmates,
See Town of Loxley v. Coleman, 720 So.2d 907 (Ala. 1998), thereis no
amilar broad immunity for municipalitieswho operatetheir ownwork-release
programutilizingmunicipa inmates.

Under statelaw, any immunity which may comeinto play only protectsa
municipdity if they or their employeesact negligently. Thereisnoimmunity
for behavior or activity that goes beyond negligence. Further, under federal
law, municipalitiescould faceliability for Section 1983 claims. Because of
the potentid for liability issues, employeeswho are supervisng work-release
inmates should be carefully trained before being alowed to supervisework-
releaseinmates.

Workers Compensation Liability

For themost part, an inmatewho isinjured while participating in awork-
release programis not considered an empl oyee within the meaning of the
Workers CompensationAct solong asthewagespaid for theinmate’ swork
arepad directly to theentity incarcerating theinmate and not directly to the
inmate. See Gober v. Alabama Dept. Of Corrections, 871 So.2d 838
(Ala. Civ.App. 2003).

Further, Alabama Courtshave madeadistinction between inmatesacting
asvoluntary trusteesand those acting asapotential employee. Basically, a
trusteeisan inmate who volunteersto work for amunicipality to receive
credit against finesrather than adaily credit which may resultin someactual
pay for the inmate. See Lanford v. City of Sheffield, 689 So.2d 176
(AlaCiv.App. 1997). A city inmatewhoisinjured whileworking asatrustee
for acity isnot an employeefor workers' compensation purposes. Id. The
unanswered question, however, iswhether thevoluntary trusteedigtinctionis
the only thing keeping awork-release inmate from being considered an
employeefor purposesof theworkers compensation law. Municipalities
must be very careful not to establish any type of employee/employer
relationship with work-rel easeinmates.

RIDE-ALONG PROGRAMS

Whileworkers compensationissuesgeneraly won't arisein the context
of citizenride-aongs, many of thesameliability issueswill comeinto play for
municipditieswhodlow for ride-alongsinemergency vehicles. Perhgpsmost
disturbing for amunicipality, on theissue of ride-alongs, isarecent federal
caseinvolvinganAlabamamunicipdity. TheEleventh Circuit Court of Appedls
recently held that aBoy Scouts of AmericaExplorer, who wasriding witha
policeofficer aspart of hisexplorer program, and who alegedly participated

inthearrest and beating of anindividua, wasastate actor for purposes of
liability under 42 U.S.C. 1983. See Johnson v. Olgilvie, 2006 WL
2970593 (11" Cir. 2006). Thisdecision could result in costly uncovered
ligbility for amunicipdity who alowsfor suchride-dongs. Indeciding whether
or not to allow for citizen ride-alongs the L eague strongly discourages
municipalitiesfromdoing so. Thebenefitsareclearly outweighed by the
potentia coststo municipditiesinlight of the Eleventh Circuit’' sdecison asit
presently stands.

Concluson

Thedecision of whether or not to usework-releaseinmatesor alow for
citizen ride-alongs should not be madewith the narrow view that oneallows
for “freelabor” and the other promotes citizen involvement in municipal
government. Municipaitiesmust wel gh the costssand benefitsof doing either
because of the multiple liability issues and the potential for workers
compensation issues.

For moreinformation, please contact thelegal staff at the League of
Municipalitiesat 334-262-2566.

Loss Control Seminar Presentations
Now Available Online

For the past couple of years, the Loss Control department has
presented seminars on numerous topics at locations around the
state. These seminars have been a great success and we look
forward to continuing this program in 2007. We frequently receive
requests for copies of the presentations made at these seminars
for future training of employees. To this end, we are pleased to
announce that all the presentations made during 2005 and 2006
can now be downloaded and used for your own in-house training
sessions.

The following PowerPoint presentations can be downloaded
under the Loss Control section of the Alabama Municipal Insurance
Corporation’s website, www.amicentral.org:

Seminars presented in 2005

» Accident Investigation — Todd McCarley

» Hazard Identification for Public Entities - Richard Buttenshaw

* Principals of Risk Management and Safety Programs for Public
Entities — Myra Forrest

» Safety is a Way of Thinking — Jason Humphries and Todd McCarley

» Sewer Backup Claim Response — Richard Buttenshaw

* Legal Liabilities of Water and Wastewater Systems — Myra Forrest

» Understanding Your Workers’ Compensation Program — Jason
Humphries

Seminars presented in 2006

* Driver Safety 101 — Richard Buttenshaw

» Emergency Preparedness and Evacuation — Todd McCarley

» Equipment Safety — Todd McCarley

» Establishing a Hazardous Materials Program — Jason Humphries
» Health and Wellness Topics — Myra Forrest

» Job Discrimination and Sexual Harassment Training — Myra Forrest
 Top Ten Parks and Recreation Liabilities — Richard Buttenshaw

» Workers Compensation Abuses — Jason Humphries




Why Is Payroll Changed
at Audit Time?

Thisarticleis a reprint taken from the July/August issue of The Informer,
an lowa League of Cities workers compensation pool newsletter.

Questionsariseevery year during payroll auditsregarding work classification
codes (class codes) and why the payroll auditor may have changed them. Here
are some of the most frequently asked questions.

MWCEF follows the National Council on Compensation Insurance (NCCI)
job description guidelines defining class codes as well as its rules governing
their application. Thisclassification systemisthefoundationfor fair and equitable
workers' compensation pricing.

By far the most common question arises when an auditor disallows the
allocation of an employee’s payroll to two or more class codes. According to
theInterchange of Labor Rulesestablished by NCClI, thisisallowable. However,
the rule states clearly that the payroll records must be kept in a manner that
reflects the actual hours worked in each class code.

Following are examples illustrating why an auditor may change payroll
alocations:

Job Title— Public Works—A city employee worksin the streets, water and
sewer departments. The city charges one-third of the payroll to each class
code. Why did the auditor assign the employee’s entire payroll to the streets
class code?

Reason — According to the Interchange of Labor Rule, allocating an
employee’s payroll by percentage is not allowed. If the payroll records do not
reflect the actual hours worked in each department (streets, water and sewer),
theauditor must assign all payroll to the highest rated code, whichinthiscaseis
streets (5506).

Job Title — City Clerk/Water Meter Reader — An employee divides time
between performing clerical work and working outside the office reading meters.
At thetime of theaudit, why was payroll reassigned to 7520 (Water Department)?

Reason — Theclerical code 8810 contemplates office work only, which has
thelowest risk of injury. Whenever clerical employees perform work in another
classcode, they are at greater risk of injury and all their payroll must be assigned
to the higher rated code according to the Interchange of Labor Rule.

Job Title — Independent Contractor — A handyman who lives in acity is
hired as an independent contractor to mow the grass on city property each
summer. Why did the auditor include the city’ s payment to the handyman in the
payroll when that person is an independent contractor and not an employee?

Reason — Independent contractors must provide a certificate of insurance
showing they have their own workers' compensation coverage. If they cannot
provide proof of coverage, the city may be held liableif thisindividual sustains
aninjury while performing work for thecity. If thereisno certificateonfile, the
auditor assignsthe payroll to the city in the appropriate class code for the work
done. =

Safety Culture: A way of working or an atmosphere
within an entity that influences safe behavior. It consists
of shared beliefs, practices and attitudes. A safety
culture extends beyond rules and regulations to
motivate people to work safely at all times.

Source: CIRSA's Coverage Line; Summer 2006 edition

Previous issues of Risk Management Solutions can be found by visiting

www.amicentral.org or www.alalm.org and clicking on the MWCF link.

HOT TOPIC!

Groundbreaking New Construction Requirements in
the 2006 NFPA 101®: Life Safety Code®
Revolutionizes Fire and Life Safety!

Is your community using the new 2006 Life Safety Code? There have
been some changes made that will greatly benefit your municipality.
From sprinklers, alarms, and egress to emergency lighting, smoke
barriers, and special hazard protection, today’s Life Safety Code ® is a
major milestone in the fight against fire. Unique in the field, NFPA 101 is
the only document that establishes a minimum threshold of safety in all
new and existing buildings ... plus contains a performance-based
compliance option. The 2006 edition incorporates the latest technologies,
advances and safety strategies to help you meet today’s challenges
and achieve higher levels of protection for building occupants. In previous
Code editions, modifications to existing buildings had to comply with
provisions for new construction. The 2006 Life Safety Code’s new
Chapter 43 introduces specific requirements for repairs, renovations,
additions, reconstruction, change of use or occupancy classification
and work on historic buildings. Don’t work without today’s facts. Order
your 2006 Life Safety Code from the NFPA website, www.nfpa.org, or
by calling1-800-344-3555.

Source: NFPA's Fire Prevention Week Web site, www.firepreventionweek.org.
©2006 NFPA

2007 SKIDCAR SCHEDULE

Madison February 6 — February 16
Muscle Shoals February 27— March 9
Homewood May 15— May 25
Russlville June 12 — June 22

Open July 10— July 20

Decatur August 7—August 17

Troy September 11 — September 21
Open October 9 — October 19
Orange Beach/ November 6— November 16
Gulf Shores

Montgomery December 4 — December 14

Dateg/locations subject to change.

For additional information, contact
Donna Wagner at 334-262-2566.




Additions to the Safety Video Library

5.058 Driving Safely in Winter Conditions *

7.088 Preventing Slips, Trips and Falls (Genera Industry)*
7.089 Working Safely in Hot Environments*

15.006 Highway Work Zone Safety 2*

*DVD ONLY

Other topics that might be of interest for this season:

7.044 Space Heaters

5.046 Winter Driving

To check-out a safety VHS cassette or DVD: call, FAX or

e-mail your request to Rachel Wagner at: 334-262-2566;
rachelw@alalm.org; or FAX at 334-263-0200.

EmMPLOYMENT PrRACTICES LAw HOTLINE

1-800-864-5324

Through atoll-free Employment Practices Law Hotline,
members can be in direct contact with an attorney
specializing in employment-related issues. When
faced with a potential employment situation, the hotline
provides a no-cost, 30 minute consultation.

IT'S TIME FOR WORKERS
COMP PAYROLL AUDITS!

Every member of the Municipal Workers Compensation Fund,
Inc. should have received an audit request for payroll
information for the 2006 Fund Year. Some members will be
subject to an independent audit from Overland Solutions, Inc.
Those members will be contacted to set up an appointment.
All other members should have received an Audit Request
Form. Please fill in this form according to the instructions
provided and return as soon as possible to our underwriters
at Millennium Risk Managers. All audit information is due by
March 31, 2007. If you have not received a request or have
any gquestions, please call Carla Thienpont at Millennium Risk
Managers 1-888-736-0210.
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REMINDER FOR ALL MEMBERS OF THE
MUNICIPAL WORKERS COMP FUND!

No premium discount will be issued for
2007 Statements of Commitment
received after February 1, 2007!
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