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DRAFT
MINUTES OF THE 

ACCEL BOARD OF DIRECTORS MEETING

TUESDAY, FEBRUARY 7, 2006

PALM SPRINGS, CA, 12:30 P.M.

MEMBERS PRESENT
Mary Akin, City of Modesto

Sandra Blanch, City of Palo Alto

Barbara Choi, City of Santa Cruz

Charlotte Dunn, City of Visalia

Patrick Flaherty, City of Bakersfield

Sherrell Freeman, City of Monterey

Ann Garcia, City of Ontario

Brad Landreth, City of Santa Barbara

Jim Patricola, City of Burbank

Tom Phillips, City of Santa Monica

Tom Vance, City of Anaheim

GUESTS AND CONSULANTS

Keyan Aghili, Carl Warren & Company

Janelle Aldea, Driver Alliant Insurance Services

Kay Chandler, Chandler Asset Management

Ned Connolly, Chandler Asset Management

Tim Farley, Farley Consulting Services

Dan Howell, Driver Alliant Insurance Services

Chris Hunt, Carl Warren & Company

Mark Priven, Bickmore Risk Services

David Rawe, City of Modesto

Mike Simmons, Driver Alliant Insurance Services

MEMBERS ABSENT

Robert Locke, City of Mountain View

A.
CALL TO ORDER
President Tom Vance called the meeting to order at 12:29 p.m.  Tom announced that there were three presentations scheduled on today’s agenda, therefore timing will be tight.  Introductions were made since the new representative, Barbara Choi, Acting Risk Manager of Santa Cruz was in attendance.  
Patrick Flaherty announced that he has resigned from the City of Bakersfield to become the new Risk Manager for the City of Sacramento.  Patrick’s last day at Bakersfield will be Friday, February 17, 2006.  The Board congratulated him on this opportunity and expressed their gratitude for his position as Board Member and Treasurer.  Tom Vance mentioned that if anyone was interested in assuming the position to notify him.  Patrick added that the Treasurer’s position mostly involves reviewing the various financial reports the consultants’ generate.  Communication via email and telephone increases slightly during the financial audit period (August to Mid-September).  The Executive Committee will work on quickly filling the Treasurer’s position.  
B.
CONSENT CALENDAR

B1.
Approval of Minutes – December 1 & 2, 2005 Board of Directors Meeting

A motion was made to approve the minutes as submitted.

	MOTION:  Brad Landreth
	SECOND:  Sherrell Freeman
	MOTION CARRIED


	NAME
	AYES
	ABSTAIN
	NAYS
	ABSENT

	Mary Akin
	X
	
	
	

	Sandra Blanch
	X
	
	
	

	Barbara Choi
	X
	
	
	

	Charlotte Dunn
	X
	
	
	

	Patrick Flaherty
	X
	
	
	

	Sherrell Freeman
	X
	
	
	

	Ann Garcia
	X
	
	
	

	Brad Landreth
	X
	
	
	

	Robert Locke
	
	
	
	X

	Jim Patricola
	X
	
	
	

	Tom Phillips
	X
	
	
	

	Tom Vance
	X
	
	
	


C.
REPORTS

C1.
President’s Report

C1a.
2005 Long Range Planning Items
These items will continue to be listed under President’s Reports as a reminder of the goals discussed at the 2005 Long Range Planning Session.  Due to the expected time constraints of today’s meeting, these items were not discussed.

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 1:27 p.m. pursuant to Government Section Code 54956.95.
	MOTION:  Ann Garcia
	SECOND:  Mary Akin
	MOTION CARRIED


	NAME
	AYES
	ABSTAIN
	NAYS
	ABSENT

	Mary Akin
	X
	
	
	

	Sandra Blanch
	X
	
	
	

	Barbara Choi
	X
	
	
	

	Charlotte Dunn
	X
	
	
	

	Patrick Flaherty
	X
	
	
	

	Sherrell Freeman
	X
	
	
	

	Ann Garcia
	X
	
	
	

	Brad Landreth
	X
	
	
	

	Robert Locke
	
	
	
	X

	Jim Patricola
	X
	
	
	

	Tom Phillips
	X
	
	
	

	Tom Vance
	X
	
	
	


A motion was made to come out of closed session at 1:52 p.m.

	MOTION:  Charlotte Dunn
	SECOND:  Sandra Blanch
	MOTION CARRIED


	NAME
	AYES
	ABSTAIN
	NAYS
	ABSENT

	Mary Akin
	X
	
	
	

	Sandra Blanch
	X
	
	
	

	Barbara Choi
	X
	
	
	

	Charlotte Dunn
	X
	
	
	

	Patrick Flaherty
	X
	
	
	

	Sherrell Freeman
	X
	
	
	

	Ann Garcia
	X
	
	
	

	Brad Landreth
	X
	
	
	

	Robert Locke
	
	
	
	X

	Jim Patricola
	X
	
	
	

	Tom Phillips
	X
	
	
	

	Tom Vance
	X
	
	
	


Claims Committee Chair, Brad Landreth has nothing to report from Closed Session.  

C2b.
Liability Claims Auditor Services

As directed by the Board at their December Board Meeting, the Claims Committee sent out Request for Proposals for Excess Claims Liability Auditing Services, with a submission deadline of January 12, 2006.  Proposals were received by Farley Consulting Services, Bickmore Risk Services and ARM Tech., Inc.  The Claims Committee met on January 18, 2006 to review the proposals and took action to recommend Farley Consulting Services as ACCEL’s Liability Claims Auditor.  Brad Landreth added that Farley Consulting proposed auditing a total of 650 files.  This is double the amount of claims other firms offered in their proposal.  

Tim Farley was in attendance to meet with the ACCEL Board and to answer any questions members may have.  Tim proposed starting the audit process in May in order for the report to be available in September.  Tim would also need to schedule time to reconcile claims with Carl Warren and to obtain Employment Practices Claims from each member.  The Board thanked Tim for his time and look forward to working with him over the next two years.  Brad added that if anyone would like to receive a copy of the proposal received to contact the Program Administrators.
The following motion was made:

· For ACCEL to retain the Farley Consulting Services as their Excess Liability Claims Administrator for Fiscal Year 2006 and 2007;

· The contract term is for 2 consecutive years at a fixed fee of $38,500 each year;

· The terms of agreement is following form to the agreement with ACCEL’s previous Excess Liability Claims Auditor, Heyenrath & Associates;

· Farley Consulting Services will provide insurance as required by the Contract;

· Authorization is given to the Claims Committee Chair to execute the contract with Farley Consulting Services; and
· For payment, Farley Consulting Services will receive 30% in advance before on-site audit starts, with the remainder paid after completion of the audit ($11,550/26,950).

	MOTION:  Jim Patricola
	SECOND:  Mary Akin
	MOTION CARRIED


	NAME
	AYES
	ABSTAIN
	NAYS
	ABSENT

	Mary Akin
	X
	
	
	

	Sandra Blanch
	X
	
	
	

	Barbara Choi
	X
	
	
	

	Charlotte Dunn
	X
	
	
	

	Patrick Flaherty
	X
	
	
	

	Sherrell Freeman
	X
	
	
	

	Ann Garcia
	X
	
	
	

	Brad Landreth
	X
	
	
	

	Robert Locke
	
	
	
	X

	Jim Patricola
	X
	
	
	

	Tom Phillips
	X
	
	
	

	Tom Vance
	X
	
	
	


C2c.
Administrative Policy & Procedure Occurrence/Claims Reporting and 
Handling Policy

This policy was amended and approved at the last Board Meeting.  Brad Landreth mentioned that this revised Policy is a document that is constantly being refined, and welcomes any additional input or recommended changes.  A motion was made to approve the policy as revised from the last meeting.

	MOTION:  Tom Phillips
	SECOND:  Charlotte Dunn
	MOTION CARRIED


	NAME
	AYES
	ABSTAIN
	NAYS
	ABSENT

	Mary Akin
	X
	
	
	

	Sandra Blanch
	X
	
	
	

	Barbara Choi
	X
	
	
	

	Charlotte Dunn
	X
	
	
	

	Patrick Flaherty
	X
	
	
	

	Sherrell Freeman
	X
	
	
	

	Ann Garcia
	X
	
	
	

	Brad Landreth
	X
	
	
	

	Robert Locke
	
	
	
	X

	Jim Patricola
	X
	
	
	

	Tom Phillips
	X
	
	
	

	Tom Vance
	X
	
	
	


Barbara Choi proposed the following additional changes, which will be presented at the next Board meeting for review and approval:

2. Any demand in excess of $250,000 which meet the following classification, without regard to liability:

…
d.  Both parties agree to Mediation Demand;

e.  Both parties agree to Arbitration Demand; or 

3. Any lawsuit or writ involving an employment practices liability case; 

C2d.
Development of Best Practices 

The Claims Committee is in the process of developing best practices.  Brad Landreth has not received any feedback from member.  Tom Vance asked that Brad resend the request and will follow up at the next meeting.
C3.
Finance Committee’s Report

Treasurer Patrick Flaherty presented the following financial reports.

C3a.
Ratification of Disbursements for Months Ending November 30, 2005 and 

December 31, 2005
There was no discussion on this item.

C3b.
Report of Investments – Pursuant to Government Section Code 53646(b)(1) for 

Months ending November 30, 2005 and December 31, 2005
There was no discussion on this item.

C3c.
Estimated Earnings Report as of December 31, 2005

There was no discussion on this item.
C3d.
Administrative Budget 2005/2006 Budget Year-to-Date

Members were concerned if the increased cost of Investment Services and Claims Auditing Services will have an effect of the Administrative Costs which were prepaid at July 1st. Mike Simmons replied that there are funds held in contingency so those will be rolled over if this occurs.
C3e.
Financial Statement Ending December 30, 2005
There was no discussion on this item.
A motion was made to file and accept Agenda Items C3a through C3e.

	MOTION:  Sherrell Freeman
	SECOND:  Mary Akin
	MOTION CARRIED


	NAME
	AYES
	ABSTAIN
	NAYS
	ABSENT

	Mary Akin
	X
	
	
	

	Sandra Blanch
	X
	
	
	

	Barbara Choi
	X
	
	
	

	Charlotte Dunn
	X
	
	
	

	Patrick Flaherty
	X
	
	
	

	Sherrell Freeman
	X
	
	
	

	Ann Garcia
	X
	
	
	

	Brad Landreth
	X
	
	
	

	Robert Locke
	
	
	
	X

	Jim Patricola
	X
	
	
	

	Tom Phillips
	X
	
	
	

	Tom Vance
	X
	
	
	


C3f.
Investment Advisory Services

As discussed at the last Board Meeting, ACCEL solicited proposals for Investment Advisory Services and received proposals from Chandler Asset Management and PFM Asset Management the first week of January.  Both firms attended oral interviews in the City of Palo Alto on January 18th.  The Finance Committee has agreed to recommend Chandler Asset Management to the Board.  A copy of Chandler’s presentation to the Finance Committee was included in the agenda. The fees proposed by Chandler are:



Assets Under Management:


First $20,000,000

0.12 of 1% (12 basis points)



$20,000,000 +


0.09 of 1% (9 basis points)
Kay Chandler and Ned Connolly from Chandler Asset Management were in attendance and made a brief presentation to the Board.  If selected as ACCEL’s investment advisor, Chandler would recommend a Discretionary approach, which means no additional authorization would be necessary before executing a transaction.  This approach is recommended since it can be difficult Kay was asked if Chandler receives commission on trades.  Kay replied that they do not receive commission on trades.  Kay also confirmed that they would be attend meetings regularly or as requested to present their reports.  The monthly reports would be automatically emailed to the Program Administrators and if desired, also the Treasurer.  Members thanked Kay and Ned for their time.
Kay Chandler and Ned Connolly left the meeting at 2:32 p.m.

Members agreed to accept the Finance Committee’s recommendation to engage Chandler Asset for investment advisor services but need to define their investment goals and contract agreement with Chandler before action could be taken.  Direction was given to the Program Administrators to communicate with Chandler Asset Management on the following issues and to report back to the Board in April:

· Inform Chandler that ACCEL would like to retain them for investment services, of which the scope of services is to be defined and approved at the April Board Meeting;

· Consider Chandler to manage the whole portfolio (except funds left in LAIF) after receiving an analysis and recommendation of investment approach from Chandler;

· ACCEL would like the discretionary set up on their investments; 

· ACCEL needs referrals and information on obtaining a custodian; and
· Authorize the Program Administrators to negotiate a contract with Chandler for approval at the April Board Meeting;

C4.
Program Administrator’s Report
C4a.
ACCEL Rates vs. other Similar Pools/Programs
At the last meeting, members expressed an interest in comparing their ACCEL pool rate to other similar pooled programs to see how competitive the rates are to others.  The Program Administrators were directed to compare similar pool rates (CARMA, ABAG and CAMEL) to ACCEL and present the results were as follows. 

TABLE 1
	Limit and Retention
	Composite Rates per $100 of Payroll

	$10 Mil xs $500k
	Ranged from 0.45 to 0.81 

	$10 Mil xs $2 Mil
	Ranged from 0.25 to 0.36 

	$10 Mil xs $1 Mil 
	Ranged from 0.57, to 0.87

	$20 Mil xs $3 Mil 
	Ranged from 0.29 to 0.36 

	$25 Mil xs $1 Mil
	Ranged from 1.53 to 2.90 


The Program Administrators confirmed that the rates presented were from member cities from BICEP and CAMEL.  ACCEL’s Liability Program rate for a $35,000,000 Excess $1,000,000 layer is $0.68 plus $0.06 for an additional optional $10,000,000 layer.  The Administrative Costs are $0.042, totaling $0.78 for $45,000,000 in Limits.  This rate is well under the rates presented in Table 1.  
Charlotte Dunn left the meeting at 4:05 p.m.

C5.
Underwriting Committee’s Report
Underwriting Committee Chair, Tom Phillips, presented the following reports.

C5a.
Physical Therapy Issue – Update

Dan Howell reported that he is still working with AIG on this issue and will report back at the next meeting.

C5b.
Excess Liability Memorandum of Coverage – Powerine Case

As directed by the Board at their last meeting, the Underwriting Committee was to review the Memorandum of Coverage (MOC) and determine if amendments needed to be made due to the Powerine Case.  The Underwriting Committee met via telephone on January 24, 2006 to discuss this issue.  The Underwriting Committee determined that there is no issue with the pollutant wording in the MOC and the Underwriting Committee will recommend no changes at this time.

C5c.
Retrospective Rating Formula

At the last Board Meeting, the Underwriting Committee was directed to review the Formula and report back at a future meeting.  Things the Underwriting Committee should consider are:

· Decided if in their opinion the minimum parameter of $25,000 is too low;

· Manipulate the credibility factor;

· Consider that a new or different way may affect a member’s percentage share of loss (positive impact on someone may have a negative impact on another);

· Discuss initially what is a better approach;

· Possibly manipulate the formula to create simulations or loss situations;

· Calculate loss ratios 

The Committee met on January 24, 2006 and decided to schedule an on-site meeting with the Program Administrators to evaluate the Retrospective Rating formula and analysis of testing a change in the formula.  The Committee decided to schedule the meeting in San Francisco on March 1, 2006.  The Committee will have a report for the Board at the April Meeting.
C5d.
City of Ventura – Application to ACCEL

At the last Board Meeting, the Program Administrators were directed to contact Ellis Green, Risk Manager of the City of Ventura, to see if they were interested in applying for membership to ACCEL.  Mike Simmons reported that the City of Ventura has no interest in joining a pool at this time.
C5e.
Discussion of Change in Risk Profile

Tom Phillips reported that the Underwriting Committee will have a draft policy to present at the next Board Meeting in April for consideration of approval.
D.
UNFINISHED BUSINESS

There were no outstanding items to report.

E.
NEW BUSINESS

E1.
Approval of the 2006 Liability Actuarial Study 

Mark Priven from Bickmore Risk Services (BRS) presented his report.  Mark referred members to page 3 of the Actuarial Report.  BRS’ recommendation rate for $10,000,000 Excess $1,000,000 pool at 90% confidence is $0.824 per $100 of payroll.  This is only a 23% increase from FY 04/05, considering losses have substantially increased.
	TABLE 2

ACCEL Funding Guidelines for Discounted Claims Incurred


	Fiscal Year 2006/2007

	Layer
	Expected
	70%
	80%
	90%

	$1-$2M
	0.178
	0.217
	0.255
	0.315

	$1-$3M
	0.279
	0.340
	0.400
	0.494

	$1-$5M
	0.341
	0.416
	0.489
	0.604

	$5-$10M
	0.124
	0.151
	0.178
	0.220

	$1-$10M
	0.465
	0.567
	0.667
	0.824

	 
	 
	 
	 
	 

	Fiscal Year 2004/2005

	Layer
	Expected
	70%
	80%
	90%

	$1-$2M
	0.142
	0.174
	0.206
	0.256

	$1-$3M
	0.231
	0.284
	0.336
	0.417

	$1-$5M
	0.285
	0.350
	0.414
	0.514

	$5-$10M
	0.107
	0.131
	0.155
	0.193

	$1-$10M
	0.392
	0.481
	0.570
	0.707


Mark finished presenting his report and thanked members for their time.  Members decided to postpone approval of the Actuarial until the April Meeting, where they will have more information on Excess Liability costs at that time.

E2.
Excess Liability Insurance Renewal Effective July 1, 2006

Dan Howell referred members to the public entity insurance forecast for 2006 on page 91.  Dan mentioned that due to the current C.V. Starr issues with Starr, ACCEL may be getting a quote from ACE versus AIG getting a quote from Insurance Company of State of Pennsylvania.  Nonetheless, the Manuscript Form for Public Entities will still be offered to many existing clients at July 1.  Rates.  Look at actuarial study page 3, funding rates.  Dan also mentioned that with respect to Excess Liability Costs, members should conservatively budget $0.90 for $20,000,000 Excess the ACCEL Pooled Limit of $4,000,000, plus $.06 for Administrative Costs.  The liability renewal questionnaires will be sent shortly to stay on time with the Timeline proposed in the agenda.
E3.
Optional Excess Workers’ Compensation Renewal Effective July 1, 2006

The Program Administrators received rough preliminary estimates from the CPEIA.  Members were reminded that these numbers should be used for budget purposes only and are subject to change between now and July 1, 2006.
	Member
	 2006/2007 Estimated Payroll
	 2006/2007 Estimated Premium 
	Premium % Diff from Prior Year
	2006 Composite Rate
	Comp Rate % Diff from Prior Year

	Anaheim
	175,278,555 
	422,000 
	36%
	.241 
	9%

	Bakersfield
	79,650,615 
	354,000 
	18%
	0.444 
	11%

	Modesto
	66,948,752 
	204,000 
	11%
	0.305 
	12%

	Monterey
	32,924,228 
	180,000 
	14%
	0.547 
	14%

	Mountain View
	52,551,511 
	259,000 
	9%
	0.493 
	11%

	Ontario
	71,964,689 
	316,000 
	19%
	0.439 
	10%

	Palo Alto
	76,400,735 
	215,000 
	-15%
	0.281 
	13%

	Santa Barbara
	57,600,000 
	165,000 
	16%
	0.286 
	12%

	Santa Cruz
	38,843,800 
	183,000 
	13%
	0.471 
	14%

	Santa Monica
	138,591,563 
	336,000 
	20%
	0.242 
	10%


The Program Administrators will keep members updated.
E4.
Members' Use of Electronic Signatures

Sherrell Freeman asked members about accepting electronic signatures on waivers or hold harmless for recreational classes via their City’s website.  Brad Landreth replied that if they receive a registration form from the website for a minor, an adult needs to be present with the signed hold harmless on site prior to activities.  Sherrell thanked members for their input.
E5.
Next Two Meetings Schedule

The next two meetings are scheduled as follows:

· Thursday and Friday, April 20 and 21, 2006, Visalia
· Thursday and Friday, June 22 and 23,  2006, Santa Barbara

Tom Vance has a recommendation for a hotel in Visalia.  The Program Administrators will notify members soon on arrangements for the April Meeting.  
F.
CORRESPONDENCE / INFORMATION  

There was no discussion on the following reports.

F1.
The Risk Report – November 2005

F2.
CAJPA Journal – Fall 2005

F3.
PeriScope – November 2005

G.
PUBLIC COMMENTS

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

There were no General Risk Management Issues.

ADJOURNMENT
A motion was made to adjourn the meeting at 4:45 p.m.
	MOTION:  Brad Landreth
	SECOND:  Patrick Flaherty
	MOTION CARRIED


	NAME
	AYES
	ABSTAIN
	NAYS
	ABSENT

	Mary Akin
	X
	
	
	

	Sandra Blanch
	X
	
	
	

	Barbara Choi
	X
	
	
	

	Charlotte Dunn (left at 4:05 p.m.)
	
	
	
	X

	Patrick Flaherty
	X
	
	
	

	Sherrell Freeman
	X
	
	
	

	Ann Garcia
	X
	
	
	

	Brad Landreth
	X
	
	
	

	Robert Locke
	
	
	
	X

	Jim Patricola
	X
	
	
	

	Tom Phillips
	X
	
	
	

	Tom Vance
	X
	
	
	


The meeting was adjourned at 4:45 p.m.
