Agenda Item B.1
Board of Directors

February 13, 2008

MINUTES OF THE 

ACCEL BOARD OF DIRECTORS MEETING

THURSDAY, DECEMBER 6, 2007, 3:00 PM
HOTEL MONACO

SAN FRANCISCO, CA

MEMBERS PRESENT

Sandra Blanch, City of Palo Alto

Ann Garcia, City of Ontario

Claudia Koob, City of Mountain View

Ralph Korn, City of Bakersfield

Tom Phillips, City of Santa Monica

Tom Vance, City of Anaheim
Mary Akin, City of Modesto

Kris Kamandulis, City of Santa Cruz
MEMBERS ABSENT
Jim Patricola, City of Burbank
Brad Landreth, City of Santa Barbara
Charlotte Dunn, City of Visalia

City of Monterey
GUESTS AND CONSULTANTS
Keyan Aghili, Carl Warren & Company 

Conor Boughey, Alliant Insurance Services

Dan Howell, Alliant Insurance Services

Mike Simmons, Alliant Insurance Services
A.
CALL TO ORDER

President Tom Vance called the meeting to order at 3:01 PM
B. CONSENT CALENDAR
B1.
Approval of Minutes – October 4 and 5, 2007 Board of Directors Meeting

A motion was made to approve the minutes.

MOTION:
Ralph Korn
SECOND:  Kris Kamandulis
MOTION CARRIED
C.
REPORTS

C1.
President’s Report

There was no discussion on this item.

C2.
Claims Committee’s Report
C2a.
The ACCEL Board of Directors entered into Closed Session pursuant to 
Government Section Code 54956.95
A motion was made to enter into closed session at 3:30 PM pursuant to Government Section 

Code 54956.95. 

MOTION: 
Mary Akin
SECOND:  Ann Garcia
MOTION CARRIED 

A motion was made to reconvene at 4:50 PM
MOTION: 
Ann Garcia

SECOND:  Sandra Blanch 
MOTION CARRIED 

Claims Committee Chair Tom Phillips, reported that direction was given to Carl Warren on Rodriguez v. Modesto. 
C2b.
Liability Claims Auditor Contract Renewal Update
Tom Phillips presented Tim Farley’s proposal to the Board. The proposal has a 7% increase which Tom advised was adequate considering the contract would span two years. Tom asked the Board if there were any question on the proposal as presented and there were none. 

A motion was made to approve the proposed Contract as presented with Tom Phillips being granted authority to negotiate with Tim Farley in securing a final signed Contract for the Liability Claims Audit.
MOTION: 
Mary Akin

SECOND:  Tom Vance 
MOTION CARRIED 
C3.
Financial and Treasurer’s Report
Mike Simmons reported that Treasurer, Sherrell Freeman has left the City of Monterey. Mike presented the following reports:
C3a.
Finance Committee
The Finance Committee has had a series of meetings to discuss the conversion of the EIER and the transferring of funds from ACCEL’s Short Term Portfolio to ACCEL’s Long Term Portfolio. Mike reported that we would be going further in depth on these items later in the meeting, but we have included a Finance Committee Agenda and Minutes to document the work performed by the Committee. 
C3b.
Ratification of Disbursements for months ending July 30th, 2007 and August 20th, 2007

Tom Vance requested that miscellaneous fees such as those on page 23 should have more description.
C3c.
Investment Report – Pursuant to Government Section Code 53646(b)(1) for Months 

Ending September 30 and October 31, 2007
Members requested the summary of the reports and not to include detail in the agenda.
C3d.
Estimated Earnings Report as of September 30, 2007
Mike Simmons reported that the September version of the EER requires the “roll up” procedure. He advised that this procedure usually leads to some sort of error occurring because in the past cells have been moved and formulas have been copied over. This year we are very hopeful that this report has been created without error. Mike Simmons and Conor Boughey had a series of meetings to be sure this report is correct and that we can work from this document for the conversion into Excel.
C3e.
Financial Statement Ending September 30, 2007
There was no discussion on this item.

A motion was made to receive and file Agenda Items C3b, C3c, C3d and C3e.

MOTION: 
Sandra Blanch
SECOND:  Mary Akin
MOTION CARRIED 

C3h.
Ratification of Financial Audit for FY Ending June 30, 2007 and 2006

The Financial Audit presented was also sent to the Members electronically. This audit has already been approved and is on the agenda for informational purposes only.
C3i.
Election of Treasurer

Mike Simmons reported that the Treasurer position is vacant due to Sherrell Freeman leaving her position at the City of Monterey, and therefore also leaving her position as a member of the Board of ACCEL. 
Mike Simmons and Tom Vance contacted the likely candidates for this open Treasurer position. The following individuals have been approached to be treasurer but who all declined: Mary Akin, Charlotte Dunn and Claudia Koob. Mike Simmons reported to the Board what the job functions of the Treasurer are, including: checking the agenda packets, peer review, management of LAIF to UBC and serving as a “check and balance.”
After some discussion Ann Garcia volunteered to take on the roll of Treasurer. 

A motion was made to elect Ann Garcia as Treasurer.

MOTION: 
Mary Akin

SECOND:  Claudia Koob 
MOTION CARRIED 
The meeting was adjourned at 5:30 PM. The meeting is scheduled to reconvene at the Program Administrators office on Friday, December 7th at 8:30 AM. 

Sandra Blanch reconvened the Board meeting at 8:35 AM on Friday, December 7th. 2008
C3j.
EIER Conversion

Mike Simmons reported that the finance committee has approved the conversion of the EIER from Quattro Pro to Excel. The agenda item outlines the timeframe for this to be completed within, along with future plans to update this document once the conversion process has been completed. Mike Simmons further clarified that if the Board wishes to move this document to a database, it would still have required that we first convert it to an excel spreadsheet. 

Tom Vance asked if the Finance Committee had authority to approve this conversion. Mike Simmons responded that last year the budget was approved for this conversion, and that authority was given to the Finance Committee.  No action was necessary or taken.
C3k. 
ACCEL Financial Equity Ratios

Conor Boughey presented a PowerPoint presentation to the Board. The presentation walks through the general definitions associated with the ratios, an outline of why these ratios are important and a walk through of each of the ratios based on the last three years of ACCEL’s experience. Conor clarified any points of confusion as questions came up during the presentation. 

Tom Vance asked if these ratios were required, or recommended. Conor replied that these were the recommended ratios and that pools can adopt whichever ratio they believe fits their pool. He added that the important thing was for each Member to remain in compliance with their respective policy. ACCEL is an excess pool and will have different ratios than a primary pool. 

The Finance Committee was assigned to work on the Financial Equity Ratios.
C4a.
ACCELPool.org Website Update

Mike Simmons reported that the website is up and running. Alliant Insurance Services, Inc is now hosting the website and maintenance of the website will be performed by Conor Boughey. Conor will be taking training within the week and should be able to make any additional changes needed. Conor then walked through the new website for the Board members. 
Direction was given to change the website color to a darker blue and to give first priority to updating the Liability Policies.
C3f.
Investment Report
Ted Piorkowski from Chandler Asset Management joined the meeting.  He presented the Board with a summary of ACCEL’s financial portfolio. Ted then walked through the report with the Board, reporting that the current market conditions are slowing primarily due to a credit crunch. Because of this, there has been a lot of volatility in the market. In ACCEL’s portfolio, treasuries have been doing very well. No action was necessary, or taken on this item.

C3g.
Transfer of Funds from Short Term to Long Term

Mike reported that ACCEL has moved $1,000,000 from short term assets to long term. Mike asked the Board to consider whether or not they would like to move an additional $2,000,000 from short term to long term. Recently the short term yield curve had been outperforming the long term curve; however this is no longer the case. Long term investments are currently yielding better. Ted explained to the Board that while short term investments are currently performing very well, over time long term investments will outperform short term.

The Board reviewed a graph illustrating ACCEL’s short term obligations along with excess funds. Tom Phillips expressed that some of the upcoming expenses seem too low and that he wants to be sure to maintain enough liquidity to pay for unforeseen losses. Tom Vance clarified that this is a Finance Committee Recommendation. Ted Piorkowski also noted that over 50% of ACCEL’s Long Term Assets will be maturing within two years.

A motion was made to move $2,000,000 from Chandler Short Term Investments to Long Term. 

MOTION: 
Ralph Korn
SECOND:  Mary Akin
MOTION CARRIED 
C5.
 Underwriting Committee’s Report

The Underwriting Committee had nothing to report.

D.
UNFINISHED BUSINESS - None
E.
NEW BUSINESS

E1.
CAJPA Accreditation Update
Conor Boughey reported that John Wilson performed his site inspection and that all items on John’s checklist had been completed. John will be presenting his findings to the Board of CaJPA in January, and it is our understanding that we have completed all requirements to be Accredited with Excellence.  No action was necessary or taken on this item.
E2.
2008 Calendar of Meeting and Potential Changes
Mike Simmons and Dan Howell have a scheduling conflict with the April 17th and 18th meeting.
The following changes were made to the 2008 Calendar:

· The April meeting was moved to the 24th and 25th and will be held in Monterey

· The October 2nd and 3rd Board Meeting will be held in Santa Monica
A motion was made to accept these changes to the calendar.

MOTION: 
Ann Garcia 
SECOND:  Kris Kamandulis
MOTION CARRIED 

E3a.
Resolution 0708-02, Recognizing the Contributions of Sherrell Freeman 
Tom Vance reported that Sherrell Freeman has left the City of Monterey and therefore will no longer serve on the Board of ACCEL. Sherrell Freeman acted as Treasurer for ACCEL and was very helpful with performing the required functions.
A motion was made to accept Resolution 0708-02.

MOTION: Ralph Korn 
SECOND:  Mary Akin                 PASSED UNANIMOUSLY
E3b.
Resolution 0708-03, Program Year Close Out
Mike Simmons reported that ACCEL has a resolution in place that closes out program years 2, 3, 4 and 5; however these are not the correct years. Resolution 0708-03 will amend the previous resolution and correctly close out program years 1, 3, 4 and 5. ACCEL cannot close out program year 2 until the Bennett Claim is fully settled and we can run the retro one more time.

A motion was made to accept Resolution 0708-3.

MOTION: 
Ann Garcia 
SECOND:  Mary Akin
PASSED  UNANIMOUSLY
F. 
2007 LONG RANGE PLANNING ITEMS

F1.
Excess Liability Insurance Carrier(s)

Dan Howell reported on the current insurance market conditions and what to expect in the market with the coming years. This past year has seen an increase in claims settlements for municipalities. Among other claims, recently Dana Point settled a claim for $49 million. While this City is not in ACCEL, large claims settlements such as these will affect the rating used to evaluate ACCEL. Dan reported that EPL claims have been dramatically increasing in severity and that this may impact ACCEL’s rating as well. Because of this, ACCEL may see a rate increase in the coming year. Dan reported that a 10% increase in rate would be a reasonable assumption. 
Dan Howell advised that municipalities don’t have a lot of alternative markets to consider. There aren’t many carriers writing cities, and some carriers are very influential in the market. If we continue to see large claim settlements it is likely that some carriers may pull back. If AIG, an insurance carrier that writes a lot of municipalities, were to pull back, this would cause a large shift in the market. 

Dan recommended that the Board consider increasing the SIR. ACCEL has had a Member SIR of $1,000,000 for over 15 years, but what was $1,000,000 15 years ago is not the same today. Members discussed the possibility of raising the member SIR to $1,500,000 or $2,000,000 and Members also wanted to consider having certain Members retain different amounts, similar to the $500,000 excess of $500,000 pool ACCEL used to operate. Another consideration for ACCEL is to retain more in the pooled limits. ACCEL is currently a $4,000,000 excess of $1,000,000 pool. As prices in the market may change it may become economically feasible to retain $9,000,000 excess of $1,000,000. 

A motion was made to direct Conor Boughey to run $9,000,000 excess of $1,000,000 Financial Equity Ratios in conjunction with the current ratios. 

MOTION: 
Ann Garcia 
SECOND:  Mary Akin
MOTION CARRIED 
F2.
ACCEL New Member Marketing


Mike Simmons reported that since the prior Strategic Planning Session there was discussion on combining ACCEL with BiCEP, however there was very firm opposition to this idea when it was discussed. ACCEL does not have interest in a joint venture with BiCEP. 
Tom Vance reported that he would like to see the Program Administrators continue to actively look for possible new Members for ACCEL. He also asked that the other Risk Managers on the Board continue to speak with potential Members about the possibility of joining ACCEL. To this, Mike Simmons added that Elk Grove had recently hired Arm TECH to conduct a study on potential new memberships for the City.  Elk Grove was previously with PARSAC and will most likely join CSAC, however Mike will be speaking with someone from the City to be sure that ACCEL is considered. 

Ralph Korn asked the Board what considerations existed for a new member to join ACCEL. To this, Mike Simmons replied that there are several considerations including but not limited to underwriting standards, full time Risk Management program, loss history, size of the City, and overall compatibility. 

Direction was given to Mike Simmons to approach the City of Elk Grove prior to PARMA. 
MOTION: 
Ann Garcia 
SECOND:  Ralph Korn
MOTION CARRIED 
F3.
Options for Excess Workers’ Compensation Coverage

Tom Vance reported that CSAC-EIA has been a great place for the City of Anaheim and that many members have had the same experience. Many California Cities are in CSAC because they have a very competitive rate and offer a great alternative to the standard market. ACCEL has considered starting its own pool for Workers Compensation; however this became a very difficult task to complete. In addition, Members believed that CSAC was a very stable environment and there was little need to create a new pool. 
The Board also discussed recent outbreaks of Methicillin-resistant Staphylococcus aureus commonly referred to as MRSA. According to a member of the Board the City of Fresno has recently taken action by passing an ordinance with respects to MRSA. The City has directed its staff to add MRSA as a presumptive work-related injury for public safety personnel in the City’s Workers’ Compensation Insurance. This will be an item to monitor and to see how CSAC reacts to this type of coverage issue. 
Dan Howell reported that Brad Landreth at the City of Santa Barbara has requested that Alliant market his workers compensation in alternative markets to be sure that CSAC is still a competitive rate and competitive coverage. Dan reported that we will have information will be reported as we approach the July 1 renewal. 
No direction was given. 
F4.
Financial Audit and Accounting Services

This past years Financial Audit was the first since the enactment of SAS 112. This new auditing standard had an effect on ACCEL’s financial audit because in the past, auditors were able to communicate issues that may have arisen during an audit without including such correspondence in writing in the audit. SAS 112 has enacted an auditor reporting requirement in which all “deficiencies” noted in the audit, be recorded as “significant deficiencies” or “material weaknesses” in a new section called “Independent Auditor’s Report on Internal Control Over Financial Reporting and on Compliance and Other Matters Based on an Audit of Financial Statements Performed in Accordance with Government Auditing Standards.” Because of these new standards ACCEL is considering new accounting procedures to prevent any weaknesses being reported in future audits. 
Ralph Korn asked the Board why ACCEL shouldn’t turn the accounting function over to a CPA firm. To this Mike Simmons replied that originally the Program Administrators took over this function and raised their fee $6,000. If the Program Administrators were to stop this function and turn it over to a CPA firm this money would be returned to ACCEL. However, ACCEL would likely have to pay around $14,000 to a CPA firm. 

Tom Vance noted that he was not sure if ACCEL needs a pre-audit, to turn the function over to an accounting firm, or what action to take. It is apparent that ACCEL’s accounting position recently experienced turnover and that part of the weaknesses in this years audit were a clear reflection of that. 

Mike Simmons noted that ACCEL’s financial audit was one of the first completed under the new reporting requirements of SAS 112, however subsequent to this, Mike has not seen other JPA’s experience the same difficulties ACCEL did. Dan Howell added that he agrees with Mike, other organizations did not see the same scrutiny that ACCEL did. 

Mike Simmons asked the Board whether they would be more comfortable with the idea of a pre-audit or turning over the accounting to a CPA firm. Tom Vance asked Mike if ACCEL would be enough accounting to warrant hiring a full time accountant. Mike replied that there is not enough work to warrant this. Tom Vance clarified that there may be three choices, a CPA firm, a pre-audit or hire a firm that performs bookkeeping. Ann Garcia asked Mike Simmons if the accounting position is now in a better place then when the audit was conducted. Mike noted that we now have a full time, stable, bookkeeper; however there may be occasional journal entry errors. 

Mike Simmons stated that he would contact Jim Marta to discuss the idea of a pre-audit and possibly a bookkeeping role. Jim will most likely be able to price the bookkeeping role after conducting a pre-audit. 

A motion was made to assign this task to the Finance Committee for further discussion and analyses. 
MOTION: 
Kris Kamandulis 
SECOND:  Ralph Korn
MOTION CARRIED
F5.
Liability Pool Funding

Dan Howell reported that in order to determine the Liability Pool Funding the actuarial report is required. However, this year we would like the actuary to consider several different options along with the current $4,000,000 excess of $1,000,000 structure. Ann Garcia asked if ACCEL should start considering having either a higher SIR or possibly having two different pools, similar to when ACCEL had a $500,000 excess of $500,000 layer. Mike Simmons asked the Board to consider whether or not we are talking about enacting this for certain members and when would this take affect. After some discussion the Board decided that this would not take effect until at least July of 2009. 
The Board discussed whether or not ACCEL should raise its SIR for all members or certain members and what level to raise the SIR to if we were to do so. Tom Phillips noted that ACCEL has been an excess of $1,000,000 for about 20 years, and that $1,000,000 now is not what it used to be. ACCEL was designed as an excess liability pool. Dan added that the Board should consider other options for the $5,000,000 excess of $5,000,000 layer. He noted that we currently pay $1.2 million to Everest for 12 cities to have $10 million excess of $5 million in coverage and that this is a very low premium for the amount of coverage it affords. 

Mike Simmons noted that we would be asking John Alltop of BRS to calculate a rate for a SIR of $2,000,000 as well as the current structure. John will also calculate a rate for a $9,000,000 excess of $1,000,000 pool. This may raise his rates for the increase in work that needs to be performed. 
Direction was given for Mike Simmons to contact John Alltop with respects to the liability pool funding in the actuarial study. 
Tom Vance proposed that the Board delegate authority to the Finance Committee to consider the possible increase in John Alltop’s fees for increased work to be performed.

MOTION: 
Kris Kamandulis 
SECOND:  Claudia Koob
MOTION CARRIED
F6.
Claims Reporting
Members discussed claims reporting procedures and compared them to those of similar pools. It was proposed that Tim Farley and Aghili Keyan discuss the claims reporting procedures to see what strengths and weaknesses exist along with any suggestions to improve our current requirements.
Tom Phillips brought attention to right to sue letters. Tom Phillips stated it would be a good idea to have all members report all right to sue letters on their loss runs in addition to reporting all Employments Practices Liability suits to ACCEL. The Board discussed this item in length with no conclusion. 

Tom Vance proposed that this item be delegated to the Claims Committee to review a possible claims reporting form and the claims reporting process. 
MOTION: 
Mary Akin 
SECOND:  Tom Phillips
MOTION CARRIED
G.
CORRESPONDENCE / INFORMATION  

There was no discussion on this issue.

H.
PUBLIC COMMENTS

There were no public comments.
I.
GENERAL RISK MANAGEMENT ISSUES

There were no issues discussed.

ADJOURNMENT

A motion was made to adjourn the meeting at 2 PM.

MOTION: 
Mary Akin 
SECOND:  Sandra Blanch
MOTION CARRIED 

