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Subject: STRATEGIES TO MITIGATE LIABILITY CLAIMS PAYMENTS (C.F. 24-0600· 
S37) 

After many years of consistent liability payouts, beginning in 2021-22, the City experienced a 
significant increase in the number and amount of its annual payouts. Over this period, annual 
spending above the budgeted Liability Claims Account appropriation negatively impacted the 
City's Reserve Fund balance and its ability to fund critical services. The 2025-26 Budget doubled 
the amount budgeted to cover these payouts from $100 million to $200 million, which the City 
Administrative Officer {CAO) projected in the Mid-Year Financial Status Report to be sufficient 
to cover the anticipated spending. If future appropriations continue to increase or if actual 
spending exceeds appropriations, budgetary pressures will continue. 

Recognizing this challenge, the City Council instructed the CAO and requested the City Attorney, 
in coordination with departments, to report to the City Council with potential strategies to limit 
future liability risks (C.F. 24-0600-S37). In response to this request, and in an effort to reduce 
the likelihood of future liability risks, shocks and growth, our Offices present a number of 
recommendations for areas to pursue to adjust the City's risk mitigation strategy. 

Recommendations 

That the City Council: 

1. Instruct the Office of the City Administrative Officer to release its biennial actuarial 
study on liability payouts to the City Council upon completion; 

2. Request the City Attorney and instruct the City Administrative Officer to report with an 
analysis and recommendations on the potential use of specific areas of insurance 
coverage to mitigate the City's litigation payouts; 

3. Request the City Attorney and instruct the City Administrative Officer to report with an 
analysis and recommendations to increase accountability for departments with a 
history of significant liability risks including options that create incentives for 
departments to reduce liability payouts; 

4. Request the City Attorney and instruct the City Administrative Officer to report with 
proposed staffing plans for their offices to centralize liability mitigation oversight and 






















