GLOSSARY OF TERMS
Term
4850
AB 1234
AB 1825
Active Negligence
ACV (Actual Cash Value)

Additional Insured

Adhesion

ATD (Aerosol Transmissible
Diseases)
Aggregate
Aggregate Stop Loss

AME (Agreed Upon Medical
Examiner)

Aleatory
ACIP (Alliant Crime
Insurance Program)
APIP (Alliant Property
Insurance Program)
ADA (American Disability
Act)

Assessment company

AIS (Associate in Insurance
Services)

Definition
Labor Code 4850
Ethics Education for Local Officials
Harassment Prevention Training for Supervisors
The party that was negligent took an active part in doing whatever caused the
damage. For example, a city digging a hole and someone falls in
The amount equal to the replacement cost minus depreciation of a damaged or
stolen property at the time of the loss. It is the actual value for which the
property could be sold, which is always less than what it would cost to replace
it
A type of status associated with general liability insurance policies that
provides coverage to other individuals/groups that were not initially named.
After endorsement, the additional insured will then be protected under the
named insurer's policy and can file a claim in the event that they are sued.
When one party has greater power over the other party in drafting the contract
(i.e. the provisions of the contract are prepared by one party—the insurer. The
other party the insured does not take part in the preparation of the contract)
An epidemiologically significant disease that is transmitted via droplet or
airborne route
The term used to describe the cumulative amount of all losses for a period of
time.
A financial arrangement with a JPA’s excess carrier that caps the aggregate to
a predetermined limit at which point the excess carrier would “drop down”
and pay losses within the JPIA’s SIR, or pooled layer
A medical provider who has been certified by the Division of Workers’
Compensation by passing an administrative exam. An AME is selected (or
agreed upon) by two parties in order to help resolve a dispute about a WC
claim.
An insurance contract is aleatory meaning it is contingent on an uncertain
event (a loss) that provides for unequal transfer of value between the parties
Program offered by Alliant that created to bring the advantages of group
purchase to public entities seeking very broad coverage for illegal acts
committed by their employees while on the job.
The largest single property insurance placement in the world. Formed by
Alliant Insurance Services in 1993 to meet the unique property insurance
needs faced by public entities
A federal law that prohibits discrimination against people with disabilities in
employment, transportation, public accommodation, communications, and
governmental activities. The ADA also establishes requirements for
telecommunications relay services. For the U.S. Equal Employment
Opportunity Commission office (EEOC office) in your area, call 1-800-6694000 or 1-800-669-6820 (TTY).
Providing primarily fire and windstorm insurance for small towns and farmers
(charge members a pro rata share of losses at the end of each policy period)
Professional designation awarded by the Insurance Institute of America (IIA)
upon successful completion of four national exams, one specifically designed
for this program and the three examinations in the IIA Program in General
Insurance
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AGRIP (Association of
Governmental Risk Pools)
ALCM (Associate in Loss
Control Management)
ARM (Associate in Risk
Management)
Attachment Point
Automobile Liability

Automobile Physical Damage
Best’s Rating

Binder

BOD/BD (Board of Directors)
BI (Business Interruption)

CAJPA (California
Association of Joint Powers
Authorities)
CIPRA (California Institute
for Public Risk Analysis)

CJPRMA (California Joint
Powers Risk Management
Authority)
California State Association of
Governments (CSAC)

California State Association of
Governments - Excess
Insurance Authority (CSACEIA)
CalTIP (California Transit
Insurance Pool)

A national organization of JPA’s and public agency insurance pools. Formed
for educational, information gathering and political lobbying purposes.
Affiliated with PRIMA
A professional designation earned after the successful completion of five
national examinations given by the Insurance Institute of America (IIA).
A nationally recognized educational program for dedicated risk management
professionals, developed by the Insurance Institute of America.
The dollar amount of a loss where the next layer of insurance begins to pay
for the loss
Designed to afford bodily injury and property damage liability coverage
associated with owned, non-owned and hired vehicles. May include medical
payments, uninsured/underinsured motorists’ liability coverages
Usually a first party coverage; however, some entities have “Bailment” or
“care, custody and control” liability exposures such as garages, maintenance
facilities that service vehicles of others, and parking lots
A rating system that indicates the operating and financial condition of
insurance companies. Information is developed and published annually by the
A. M. Best company. Generally one looks for a company with a rating of A
VII or better
A legal agreement issued by either an agent or an insurer to provide
temporary evidence of insurance until a policy can be issued. Binders should
contain definite time limits, should be in writing, and should clearly designate
the insurer with which the risk is bound.
body of elected or appointed members who jointly oversee the activities of a
company or organization
A form of insurance coverage that replaces business income lost as a result of
an event that interrupts the operations of the business, such as fire or a natural
disaster.
Performs regulatory and legislative lobbying as well as accreditation of Joint
Powers Authorities to promote the financial stability of JPAs
Organized to develop, analyze and disseminate information on risk
management in California’s public sector, especially self-insured entities and
Joint Powers Authorities
CJPRMA provides the excess coverage to SCORE’s Liability Program

CSAC is a lobbying, advocacy and service organization representing the
state's 58 counties at the state and federal level. Areas of focus include the
state budget, health-care reform, corrections reform, transportation funding,
water and climate change
CSAC-EIA is a member directed insurance risk sharing pool. The EIA has
developed effective risk management solutions to help California public
entities proactively control losses and prepare for different exposures
In 1986 the California Transit Association formed an insurance committee
and authorized the preparation of a study of alternative methods of providing
liability insurance coverage and began providing liability coverage in 1987
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Catastrophic Loss Reserve
CIC (Certified Insurance
Counselor)
Certificate Of Insurance

Certified Industrial Hygienist
(CIH)

Chartered Property Casualty
Underwriter (CPCU)
Claim
Claims Made

Compromise and Release
(C&R)

A separate JPIA reserve account designated to pay losses without additional
premium assessments to members
an insurance agent professional certification designation
A certificate of insurance is a document issued by an insurance
company/broker that is used to verify the existence of insurance coverage
under specific conditions granted to listed individuals.
CIH is a professional whose job it is to protect the health of workers and the
general public. A CIH is educated, trained and certified to recognize health
hazards, test the environment for those hazards and determine when they pose
a risk to those who might be exposed to them
CPCU is a professional designation in property-casualty insurance and risk
management
A demand of a right. In general a demand for compensatory damages,
resulting from the actions of another
A provision of an insurance policy that requires it to pay only for claims
presented during the policy period with no regard for when the action causing
the claim took place. Typically, a claims-made form also includes a
retroactive date setting the earliest date for which a covered occurrence can
happen. (Also see “Occurrence”)

A type of settlement in which you receive a lump sum payment and become
responsible for paying for your future medical care. A settlement like this
must be approved by a workers' compensation judge.
Conditional
an insurance policy includes a number of conditions that both the insured and
the insurer must comply with. (i.e. a covered loss occurs, the insured must
notify the insurer about the loss and the insurer must use the valuation
methods specified in the policy to settle the loss- thus the contact is
conditional)
Conditions
describe the responsibilities and the obligations of both the insured and the
insurance company
Confidence Level (CL)
an estimated probability that a given level of funding will be sufficient to pay
actual claim costs. The higher a CL the greater the certainty the actuary has
that losses will not exceed the dollar value used to attain the CL
Contract
a legal agreement between two competent parties that promises a certain
performance in exchange for a certain consideration
Contract of Utmost Good
as the insurance company relies on the truthfulness and integrity of the
Faith
applicant when an issuing a policy. In return, the insured relies on the
company’s promise and ability to provide coverage and pay claims
Certified Safety Professional
CSP’s are qualified persons that are competent and trained to detect and
(CSP)
appraise hazardous materials, procedures and activities of workers, materials
and work environments. They are highly educated, trained and experienced in
the field of safety.
California State Association of SCORE participates in a group purchase of pollution liability coverage with
Counties Excess Insurance
CSAC-EIA
Authority (CSAC-EIA)
Cumis Counsel
Cumis refers to a lawsuit against the Cumis Insurance Society in which they
were found to have controlled the defense attorney to the detriment of their
insured. The court determined that the Society should have assigned separate
counsel to represent the exclusive interests of the insured. The need for cumis
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DE9
Declarations

counsel arises in situations where there are significant coverage issues and
defense counsel is conflicted between his duty to his client and the obligations
to the insurance carrier.
Quarterly Contribution Return and Report of Wages

Defense

contain information such as the name of the insured, the address, the amount
of coverage provided, a description of property, and the cost of the policy
It is that portion of each claim that is paid by the member at the time of loss. It
is in addition to any premium already paid
A defendant's denial to a complaint or cause of action

Definitions

clarify the meaning of certain terms used in the policy

Deposit Premium

Premium required at the beginning of a policy period based on estimated costs

Difference In Conditions
(DIC)

A specialized property insurance policy written to provide coverage for perils
not covered in a standard property policy or in the JPIA’s Memorandum of
Property Coverage. In particular, it is most often used to provide coverage for
earthquake and/or flood losses
Liability insurance payable to the directors and officers of a company, or to
the organization(s) itself, as indemnification (reimbursement) for losses or
advancement of defense costs in the event an insured suffers such a loss as a
result of a legal action brought for alleged wrongful acts in their capacity as
directors and officers.
Intended to protect nonprofit board members, officers, and directors for faulty
decisions, which imperil the entity. Usually written to include entity
reimbursement for legal actions and personal liability of specific wrongdoers
Regarding property claims this is usually the date of occurrence of physical
damage to property. In WC claims this is usually the date a physical injury
occurred to an employee.
a policy includes coverages that an average person would reasonably expect it
to include regardless of what the policy actually provides
a sudden and violent shaking of the ground, sometimes causing great
destruction, as a result of movements within the earth's crust or volcanic
action
Included as part of a worker’s compensation insurance policy. Covers liability
for losses arising out of injuries to employees that are not covered by statutory
workers’ compensation benefits
Written to protect an entity from liabilities arising from allegations of
discrimination, failure to promote or hire, harassment, ADA responsibilities,
wrongful termination, etc
any change to the original policy (attached to the policy itself)

Deductible

Directors and Officers (D&O)

Directors, Officers and
Trustees Liability
Date of Loss (DOL)

Doctrine of reasonable
expectations
Earthquake (EQ)
Employers’ Liability

Employment Practices
Liability (EPL)
Endorsement
Environmental Impairment
Liability

Employment Risk
Management Authority
(ERMA)

Also referred to as “Pollution” and “Pollution Legal” Liability; can be written
to protect an entity from actions resulting from contamination of air, water,
property. First party (damage to owned property) and third party (liability for
damage to others) protections are often provided on the same policy
ERMA provides employment practices Liability coverage to SCORE
members desiring such coverage
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Errors and Omissions
Insurance (E&O)

Errors and Omissions Liability

Excess Insurance
Excess Loss
Exclusions
Executive Committee (EC)
Expected liabilities
Exposure
Financial Accounting
Standards Board (FASB)
Fidelity Bonds
Fiduciary Liability

Generally Accepted
Accounting Principles
(GAAP)
Governmental Accounting
Standards Board (GASB)

General Liability
Hazard
Health Insurance Portability
and Accountability Act
(HIPAA)
Incurred But Not Reported
(IBNR)

Professional liability insurance that protects companies and individuals
against claims made by clients for inadequate work or negligent actions,
usually includes both court costs and any settlements up to the amount
specified on the insurance contract.
Excludes bodily injury and property damage; intended to afford protection for
the “misfeasance, malfeasance or non-feasance” of public officials,
employees and volunteers. May also include incidental medical personnel
(paramedics), police and fire personnel, architects and plan checkers,
engineers, and on-staff attorneys
Insurance that is purchased to provide higher limits than the primary policy or
coverage provides
The portion of a loss that is allocated to, or paid by, excess coverage
describe the losses for which the insured is not covered
committee within that organization which has the authority to make decisions
and ensures that these decisions are carried out
Outstanding reserves plus Incurred But Not Reported (IBNR) and Loss
Adjustment Expense, discounted at the “Expected” Confidence Level (CL)
a condition or situation that presents a possibility of loss (i.e. home built on
flood plain is exposed to the possibility of flood damage)
FASB standards, known as generally accepted accounting principles (GAAP),
govern the preparation of corporate financial reports and are recognized as
authoritative by the Securities and Exchange Commission
Written as financial guarantees of employees’ honesty. Personnel with
money-handling responsibilities are considered exposures to loss
Covers board members, executives and other decision-making personnel with
responsibilities for pension funds, retirement plans and employee benefit
monies for negligent decisions that result in losses to such funds
GAAP refers to the standard framework of guidelines for financial accounting
used in any given jurisdiction; generally known as accounting standards or
standard accounting practice
GASB) is the source of generally accepted accounting principles (GAAP)
used by State and Local governments in the United States. As with most of
the entities involved in creating GAAP in the United States, it is a private,
non-governmental organization
Written to protect the member's assets against liability for property damage of
or bodily injury to third parties (see definition of parties)
anything that increases the chance of loss (also see Physical Hazard, Morale
Hazard and Moral Hazard)
A federal law enacted in 1996 that protects continuity of health coverage
when a person changes or loses a job, that limits health-plan exclusions for
preexisting medical conditions, that requires that patient medical information
be kept private and secure
It is that part of the total claims that is unknown at any point in time. At any
time, SCORE has claims that have not been reported or recognized by
SCORE or has claims recognized by SCORE but without knowledge of the
cost when such claim is finally closed. SCORE uses an actuary to project the
costs of these unknown liabilities to SCORE
- the estimate of funds needed to pay for covered losses that have
occurred but have not been reported to the member and/or SCORE
and expected future development on claims already reported
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Incurred Loss
Injury Illness Prevention
Program (IIPP)
Insurable Interest
Insurance

Insurance Requirements in
Contracts (IRIC)

Insurance Services Office, Inc.
(ISO)

Insuring agreements

Inverse Condemnation

Limit
Local Agency Workers’
Compensation Excess Joint
Powers Authority (LAWCX)
Long Range Planning (LRP)

Loss Adjustment Expense
(LAE)

Loss Payee

Loss Ratio

This is the ultimate expected total value of any claim. It includes the amount
already paid, plus the estimated amount yet to be paid (reserves)
Proactive process of assessing workplace hazards prior to an injury being
reported
before you can benefit from insurance; you must have a chance of financial
loss or a financial interest in the property
a contract or device for transferring risk from a person, business, or
organization to an insurance company that agrees, in exchange for a premium,
to pay for losses through an accumulation of premiums
In insurance, the insurance policy is a contract (generally a standard form
contract) between the insurer and the insured, known as the policyholder,
which determines the claims which the insurer is legally required to pay.
An insurance industry association that collects statistical data for rate making
and develops standard insurance policy forms. ISO is the organization that
drafted the standard commercial general liability (CGL) commonly used by
insurers
state in general what is to be covered, also includes a description of what type
of property is covered and the perils against which it is insured (i.e. the losses
for which the insured will be indemnified)
Both the United States Constitution and the California Constitution require
that a private citizen be compensated if property is "taken" by a public entity.
When the property is taken proactively it is called eminent domain. When the
property is taken "accidentally," without due course, it is called inverse
condemnation. Negligence need not be proven. The claimant’s legal expenses
are payable in addition to actual damages
The most that will be paid in a loss
LAWCX provides excess coverage to SCORE’s workers’ compensation pool

Exercise aimed at formulating a long-term plan, to meet future needs
estimated usually by extrapolation of present or known needs. It begins with
the current status and charts out a path to the projected status, and generally
includes short-term (operational or tactical plans) for achieving interim goals.
administrative expense to manage a claim to conclusion- Allocated LAE
(ALEA) are expenses attributable to a specific claim such as attorney feesUnallocated LAE (ULAE) are overhead expenses not attributable to a specific
claim such as salaries or office rental
The party to whom the claim from a loss is to be paid. Loss payee can mean
several different things; in the insurance industry, the insured or the party
entitled to payment is the loss payee. The insured can expect reimbursement
from the insurance carrier in the event of a loss.
The amount of loss divided by the amount of premium, contributions, payroll
or property values

Master Plan Documents

A document issued by a JPA defining the structure, rights and obligations of
the participants and procedures of an insurance or self- funded program

Maximum Medical
Improvement (MMI)

When an injured employee’s condition is well stabilized and unlikely to
change substantially in the next year, with or without medical treatment. Once
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Memorandum of Coverage
(MOC)
Moral Hazard

Morale Hazard

Mutual interest company

Named Insured

Net Assets

Net Contribution

an employee reaches MMI, a doctor can assess how much, if any, permanent
disability resulted from the work injury. See also P&S
A document issued by a JPA defining the coverage provided to the members
a person might create a loss situation on purpose just to collect from the
insurance company (i.e. a pre-arranged faked theft of an older vehicle so the
owner could collect insurance money and buy something new)
an individual, through carelessness or by irresponsible actions, can increase
the possibility for a loss (i.e. a person who drives a car carelessly because he
knows a loss will be insured if an accident occurs)
the insureds are also owners of the company and so they can vote to elect the
management of the company (profits are returned to the insureds in the form
of dividends or reductions in future premiums)
Any person, firm, or corporation, or any of its members specifically
designated by name as insured(s) in the policy as distinguished from others
who, although unnamed, are protected by the policy definition. A named
insured under the policy has rights and responsibilities not attributed to
additional insureds, such as premium payment, premium return, notice of
cancellation, and dividend participation
(Equity, surplus or Net Position) Total assets less Expected liabilities- the
amount of funds remaining after subtracting liabilities at the actuarially
determined “Expected” Confidence Level (approx. 50% CL)
a total contribution for losses less excess insurance costs

Non Vacant land

refers to land that is occupied and used, and/or has structures on it (i.e. shack,
building, park with benches)

Obligee

Is an individual, partnership, corporation, or a government entity which
requires the guarantee that an action or service will be performed. If not
properly performed, the surety pays the obligee for any damages or fulfills the
obligation
A) In order for SCORE to pay a liability claim, it must arise out of an
occurrence. This is an accident, event, act or omission to act which results in
"damages," "bodily injury," or "property damage" neither expected nor
intended from the covered parties’ conduct.
B) A provision of an insurance policy that requires it to pay for a claim caused
during the policy period regardless of when it is presented.
The party that was negligent did not take part in the action that caused the
damage, but was responsible for somehow allowing it to take place. For
example, a city allowed a contractor to dig a hole on city property and
someone fell in
Cause of a loss

Occurrence

Passive Negligence

Peril
Permanent and Stationary
(P&S)

Permanent Disability (PD)

When an employee’s medical condition has reached maximum medical
improvement. Once an employee is declared P&S, a doctor can assess how
much, if any, permanent disability resulted from the work injury. If the
disability is rated under the 2005 schedule you will see the term maximal
medical improvement (MMI) used in place of P&S. See also MMI
Any lasting disability that results in a reduced earning capacity after
maximum medical improvement is reached
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Personal Protective Equipment PPE refers to protective clothing, helmets, goggles, or other garments or
(PPE)
equipment designed to protect the wearer's body from injury
Physical Hazard

Public Agency Risk Managers
Association (PARMA)

a hazard that arises from the condition, occupancy, or use of the property itself
(i.e. skateboard left on the porch steps)
The party who complains or sues in a personal action. A claimant becomes a
plaintiff by filing suit
The portion of a loss that is allocated to, or paid by, the self-insured pool.
SCORE’s Liability Program pools, or self-insures, the first $500,000 of each
occurrence. Loss costs exceeding this amount are paid by excess insurance
Is an individual, partnership, or corporation who offers an action or service
and is required to post a bond. Once bonded, the surety guarantees that he will
perform as promised
when a loss occurs an individual should be restored to the approximate
financial condition he was in before the loss no more and no less
This covers the member for damage to its own property, sometimes called
first-party coverage
A statewide association for risk managers in the public sector. Educational
and lobbying activities

Public Entity Property
Insurance Program (PEPIP)

A group purchase program from which many SCORE members purchase their
insurance

Public Risk Management
Association (PRIMA)
Pure Risk

A national association for risk managers in the public sector. Formed for
educational, information gathering and political lobbying purposes
involves only the possibility of loss

QME (Qualified Medical
Examiner )
Reciprocal company

A medical provider who has been certified by the Division of Workers’
Compensation by passing an administrative exam.
(to give/take), a member of a reciprocal agrees to share the insurance
responsibilities with all other members of the unincorporated group (all
members insure each other and share the losses with each other) NOTE:
managed by an attorney-in-fact who is empowered to handle all of the
business of the reciprocal
The cost to replace damaged property with like kind and quality, with no
deduction for depreciation, but still subject to a “limit”
In order to budget for its expected costs and to know when a claim must be
reported to the excess coverage, SCORE estimates the ultimate expected total
value of each claim and "reserves" part of the not paid. As moneys are paid
out for a claim, the reserve amount is decreased
At the beginning of each policy period, SCORE collects a deposit premium
representing the estimated costs for that year. Each year a calculation of
expenses associated with the policy period are subtracted from the deposit
premium. At some point the excess funds will be returned, or shortage of
funds will be charged. This process is repeated annually for each coverage
year until all claims for that year are closed out and there is no IBNR
allocated to that policy year.
the chance or uncertainty of loss (also see Speculative Risks and Pure Risks)

Plaintiff
Pooled Loss

Principal

Principle of Indemnity
Property Insurance

Replacement Cost (RC)
Reserve

Retrospective Premium
Adjustment

Risk
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Risk and Insurance
Management Society (RIMS)

National professional organization to promote principles of risk management
and assist risk managers in their daily activities

Risk Control

Those risk management techniques designed to minimize the frequency
and/or severity of claims. Risk control techniques include exposure
avoidance, loss prevention, loss reduction, segregation of loss exposures, and
contractual transfer to shift losses to others
Techniques for generating funds to pay for losses that risk control methods do
not entirely eliminate. There are two types of risk financing techniques -retention and transfer. Retention involves paying for losses using an
organization’s own assets; transfer involves covering losses by an unrelated
entity for a consideration (such as a payment of a premium)
One of the specialties within the general field of management, the process of
managing an organization’s activities to minimize the adverse effects of
accidental losses on a cost-effective basis. Risk management has two
components -- risk control and risk financing.
Coverage of losses from the insured’s own funds, rather than an insurance
policy. Generally refers to a planned program for financing or otherwise
recognizing losses
the maximum amount of exposure to a single loss retained by SCORE

Risk Financing

Risk Management

Self-Insured

Self-Insured Retention (SIR)
Severability of Interests
Clause

Special Events

Speculative Risk
Spread of Risk

Stock company

Subrogation

Surety

An insurance policy provision clarifying that the word “insured,” as it appears
within various parts of a policy, applies severally and not collectively. When
there is more than one insured, the effect is as though a separate policy is
issued to each insured. Thus, a policy containing such a clause will cover a
cross liability claim – a claim made by one insured against another insured.
The one exception to the separate application to each insured of a policy
containing a severability of interest clause is that the limits are not
cumulative; that is, one set of limits applies to all insureds collectively
Designed to cover your sponsorship of events, such as fireworks shows,
festivals, community/entity celebrations; often written to protect other
policies’ loss integrity. Another type of special event coverage, known as a
“tenants and permittees” policy, can be issued for third parties who rent or use
your owned facilities.
risks in which there exists both the possibility of gain and the possibility of
loss (i.e. poker game)
the greater the spread of risk the less likely that there will be a catastrophic
loss for the insurance company (i.e. NOT insuring every person in a single
town that could be hit by a fire which destroys the town= catastrophic loss for
the insurance company vs. insuring several people in MANY towns to spread
out the risk of a catastrophic loss)
sells stock to stockholders to raise the money necessary to operate the
business (profits attributed to the operation of the company are returned as
dividends to the stockholders, not the insureds)
The insurer’s right to proceed against a third person if that third person was
responsible for a claim paid by the insurer. Employee dishonesty can be
subrogated by the insurance company against a dishonest employee
Is usually a corporation which determines if an applicant (principal) is
qualified to be bonded for the performance of some act or service. If so, the
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Temporary Disability Benefits
(TD)
Third Party Administrator
(TPA)
Total Insured Values (TIV)
Terrorism Risk Insurance Act
(TRIA)
Vacant land
Vehicle Identification Number
(VIN)

surety issues the bond. If the bonded individual does not perform as promised,
the surety performs the obligation or pays for any damages
Payments an employee receives if they lose wages because of a work related
injury which prevents them from doing their usual job while recovering
TPA is a person or organization that processes claims and performs other
administrative services in accordance with a service contract, usually in the
field of employee benefits
The values shown on a member city’s schedule or appraisal for property
coverage. Only those items shown on the schedule are covered for loss
TRIA is a United States federal law signed into law by President George W.
Bush on November 26, 2002. The Act created a federal "backstop" for
insurance claims related to acts of terrorism.
refers to land that is unoccupied and unused, and/or has no structures on it
unique code including a serial number, used by the automotive industry to
identify individual motor vehicles, towed vehicles, motorcycles, scooters and
mopeds as defined in ISO 3833

