Agenda Item B1

Board of Directors Meeting

April 19 & 20, 2007
MINUTES OF THE

ACCEL BOARD OF DIRECTORS MEETING

TUESDAY, FEBRUARY 13, 2007, 12:00 P.M.

MONTEREY CONFERENCE CENTER
MONTEREY, CA

MEMBERS PRESENT

Mary Akin, City of Modesto

Sandra Blanch, City of Palo Alto

Charlotte Dunn, City of Visalia

Sherrell Freeman, City of Monterey

Ann Garcia, City of Ontario

Mark Howard, City of Santa Barbara

Kris Kamandulis, City of Santa Cruz

Claudia Koob, City of Mountain View

Ralph Korn, City of Bakersfield

Jim Patricola, City of Burbank

Tom Phillips, City of Santa Monica

David Rawe, City of Modesto

Tom Vance, City of Anaheim

GUESTS AND CONSULTANTS

Keyan Aghili, Carl Warren & Company

Janelle Aldea, Alliant Insurance Services

Conor Boughey, Alliant Insurance Services

Brian Egan, C.V. Starr & Company

Daniel Howell, Alliant Insurance Services

Joyce Poff, C.V. Starr & Company

Eric Reynolds, City of Santa Barbara

Mike Simmons, Alliant Insurance Services

Frank Tanabe, C.V. Starr & Company

Scott Travis, C.V. Starr & Company

A.
CALL TO ORDER

President Tom Vance called the meeting to order at 11:45 a.m. and introductions were made.

B.
CONSENT CALENDAR

B1.
Approval of Minutes – December 7 & 8, 2006 Board of Directors Meeting

A motion was made to accept the minutes with the following changes:

· On page 1, Members Absent should be corrected to read as “Barbara Choi, City of Santa Cruz”

· On page 3, a correction was made on closed session to read as “A motion was made to come out of closed session at 4:33 p.m.”

MOTION:    Ralph Korn       SECOND:     Claudia Koob       MOTION CARRIED
C.
REPORTS

C1.
President’s Report

C1a.
Long Range Planning Items

There was no discussion on the following items.


i)
Addition of a New ACCEL Member


ii)
Exploring Options for Excess Workers’ Compensation


iii)
Receiving the Financial Audit on Schedule


iv)
Stabilization of the Liability Pool Rate

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 11:51 a.m. pursuant to Government Section Code 54956.95.

MOTION:     Mary Akin     SECOND:     Ann Garcia     MOTION CARRIED
A motion was made to come out of closed session at 12:45 p.m.

MOTION:     Ann Garcia     SECOND:     Mary Akin     MOTION CARRIED
Claims Committee Chair, Tom Phillips reported that direction was given to the Carl Warren as respects the Saenz case.  
Mike Simmons mentioned that he will be providing information regarding attorneys being present during closed session.  This issue may need to be addressed at the next meeting.

C3.
Financial and Treasurer’s Report

C3a.
Ratification of Disbursements for Months Ending November and December 2006

A motion was made to file and accept the disbursements.

MOTION:     Mary Akin      SECOND:     Ann Garcia     MOTION CARRIED
C3b.
Report of Investments – Pursuant to Government Section Code 53646(b)(1)
A motion was made to file and accept the Report of Investments.

MOTION:     Sandra Blanch      SECOND:     Ann Garcia     MOTION CARRIED
C3c.
Estimated Earnings Report for Quarter Ending December 31, 2006

This item was not approved at today’s meeting.  A revision will be provided at the next meeting.
C3d.
Resolution 06/07-02 Amendment of Administrative Budget 2006/2007

Mike Simmons mentioned that at last year’s renewal, the City of Modesto elected to participate in ACCEL’s Member Travel and the budgeted amount should have been included in the Administrative Budget.  A motion was made to approve the amendment to the Budget and adopt Resolution 06/07-02 – Amendment of Administrative Budget 2006/2007.
MOTION:     Ann Garcia      SECOND:     Mary Akin     MOTION CARRIED
C3e.
FY 2006/2007 Administrative Budget as of December 31, 2006

There was no discussion on this item.

C3f.
Financial Statement Ending December 31, 2006
There was no discussion on this item.

A motion was made to file and accept agenda items C3e and C3f.

MOTION:     Mary Akin      SECOND:     Ann Garcia     MOTION CARRIED
C3g.
Investment Policy Review

Mike reminded members that pursuant to Government Code 53646(a)(2) the Investment Policy must be  reviewed annually by Members and amended if necessary.  Last year in April, with the assistance of the Finance Committee and Chandler Asset Management, the Investment Policy was revised and approved in April of 2006.  The Finance Committee met on January 26, 2007 to discuss any changes to the Policy and have no recommended changes at today’s meeting.

A motion was made to readopt the Investment Policy with no changes.

MOTION:     Ralph Korn      SECOND:     Jim Patricola     MOTION CARRIED
C3h.
Short Tem Investment Strategy to Meet On-going Obligations

Mike Simmons, Carl Warren and Chandler Asset Management had discussions in January regarding any cash flow needs as respects expected claims payments for the next 6 to 12 months.  It was determined that monies in LAIF may not be sufficient to cover expected claims payments. Therefore, monies need to be made available via the investments managed by Chandler.  Chandler Asset Management needs permission to reinvest the current Money Fund Balance and the upcoming February 28, 2007 maturity into investments maturing no later than June 25, 2007.  Members agreed that it is also important when needed, have a discussion during closed session, although the action will be taken on any decisions during the Treasurer’s Report.
A motion was made to give permission to Chandler to reinvest the current Money Fund Balance and the upcoming February 28, 2007 maturity into investments maturing no later than June 25, 2007.
MOTION:     Jim Patricola      SECOND:     Charlotte Dunn     MOTION CARRIED
C3i.
DE6 Payroll Issue

Sherrell Freeman reminded members that at the last Board Meeting, the Finance Committee was directed to have a discussion regarding the outstanding issues as respects DE6 payroll reporting requirements, and have a recommendation at today’s meeting.  The Bylaws were changed in 2004 to reflect the use of PIT (Personal Income Tax) Wages, presumably because PIT wages is generally a lesser number.  However, ACCEL kept struggling with the issue of whether each member is reporting their entity’s payroll to ACCEL using the same pay components as other members.  Over the past couple of years, this became an issue because some PIT wages did not include tax sheltered income deferral amounts such as 457 plan deduction.  

The real concern was that all ACCEL members are reporting comparable payrolls despite wide variations in pay practices so that the members' payroll numbers fairly represent the size of the member city thus resulting in each contributing a fair-share contribution to the pool.  The Finance Committee discovered that some members report PIT wages, while others report Subject Wages, and some report both PIT and Subject Wages.  

After a discussion, a motion was made to amend the payroll reporting requirement to Subject Wages in lieu of PIT wages effective July 1, 2007 and to use the Subject Wages to audit the year ending June 30, 2007.
MOTION:     Ann Garcia      SECOND:     Claudia Koob     MOTION CARRIED
C3j.
Financial Auditor RFP (Request for Proposal) for FY 2006/2007
Sherrell Freeman reminded members that last year in April, members decided on having Brown Armstrong perform the financial audit for fiscal year ending June 30, 2006, and to revisit the subject of a new financial auditor the next year.  Brown Armstrong has been ACCEL’s financial auditor since 1991.  The Finance Committee discussed this issue at their January 26th Teleconference Meeting and are recommending that ACCEL should go out to RFP for a new financial auditor.  After a discussion on a time line and schedule, the Board decided that it may be too late to consider switching auditors at this time.  Members agreed to keep Brown Armstrong on for another year and start the RFP process in October later this year.  
A motion was made to do an RFP for Financial Auditor for the FY 2007/2008 Period in October, and to keep Brown Armstrong on for the current year.
MOTION:     Jim Patricola      SECOND:     Mary Akin     MOTION CARRIED
The Program Administrators were directed to develop a timeline at the next meeting.

C4.
Program Administrator’s Report
C4a.
CAJPA Accreditation Renewal

Janelle Aldea reported that the consultant reviewing ACCEL’s submission is John Wilson of John Wilson Consulting Services, who will be performing the in-house audit at the Program Administrator’s office sometime next month. Attached is a print out of the website link set up by the Program Administrators which is still in process of completion.  This website link contains PDF’s of the Submittal Items due to CAJPA.

A motion was made to approve payment from the Administrative Budget to pay CAJPA’s Re-accreditation Fee.

MOTION:     Mary Akin      SECOND:     Sherrell Freeman     MOTION CARRIED
C5.
Underwriting Committee’s Report

C5a.
Rating Plan Calculation (RPC) Change Proposed Effective Date: July 1, 2007 and 
Approval of Resolution 06/07-03 “Amendment to Financial Plan”

Sandra Blanch reminded members that the Underwriting Committee has been working on this assignment for the past year and is proposing a new Rating Plan Calculation (RPC) to be effective beginning Program Year #22; July 1, 2007-2008.  The current Retrospective Rating Plan (RRP) has been in place since the formation of ACCEL in 1986, and has resulted in some concerns for large member cities with a frequency of losses in the $25,000 to $500,000 range.

Mike Simmons added that because the current RRP will continue to be calculated on all years prior to June 30, 2007 it will be some time before any Administrative cost reduction will be seen.  The Fiscal Impact to members’ sharing of costs is a “zero sum gain”; meaning that if one member’s share of claims goes down compared with the current RRP, another member’s goes up to make up for the change. When analyzing the formula, we did learn that “medium size; very low lose” members see the most significant change, but the new RPC is still significantly less than “market” if these members were to purchase traditional insurance, or join another pool option.

Most all member representatives have either participated in the 4 meetings that developed this formula OR the recent ACCEL Board “workshop” where the formula was explained and simulated.  A lengthy description here would be required to communicate this information in similar detail.  The Financial Plan amendment does just that.

In essence, all members COULD end up paying more in any one year with the new plan, if they were to have the penetrating losses, but on average, the overall plan is less loss sensitive based on claims frequency issues than the current RRP, and more directly loss sensitive to losses within the ACCEL layer between $1,000,0000 and $4,000,000.  This sensitivity to losses is reduced by sharing any individual claim above $5,000,000 directly on a payroll basis AND by utilizing a maximum that any one member will pay during a Program Year to between 200% and 300% of their audited payroll contributions. 

In addition, although there may be “winners and losers” with any formula used, clearly the cost of ACCEL compared with other pools and the commercial market makes all but the very worst loss year a winning proposition for all members.  Rates for other options used by California cities/pools during FY 06/07 were also provided.

A motion was made to approve the new Rating Plan Calculation and to adopt Resolution 06/07-03 “Amendment to Financial Plan”.

MOTION:     Sherrell Freeman      SECOND:     Ann Garcia        MOTION CARRIED
Members thanked the Underwriting Committee and the Program Administrators for their involvement and time taken to address this issue over the past two years.  Tom Phillips also thanked members for looking at this problem which was addressed during Strategic Planning in 2005.
D.
UNFINISHED BUSINESS - None
E.
NEW BUSINESS
E1.
Notification to Amend the ACCEL Bylaws – Draft “Resolution 06/07-01 Amending 
the Bylaws”

Mike Simmons reported that this item was included for information only and that due to the new rating plan and payroll reporting requirements there are additional changes to the Bylaws that will be noticed to members before the next Board meeting.

E2.
Status Report on ANIMAL Liability Policy Form

Dan Howell reported that when the Alliant National Municipal Liability Program (ANIMAL) was launched, terms were negotiated which substantially broadened the coverage form.  These terms were agreed in principal and Alliant has been working with the underwriters to draft a proprietary policy form that realizes the agreement.  Program Administrators were directed to do a policy form comparison when the new form is issued, expected to be received very shortly.
E3.
Optional Excess Workers’ Compensation Renewal Effective July 1, 2007

Janelle Aldea reported that ACCEL’s Optional Excess Workers’ Compensation Program renews July 1, 2007.  Estimated premium indications for the CSAC Excess Workers’ Compensation Program were provided.  The estimates are as of October 2006 and updated estimates are expected February 22nd.  These estimates will continue to be refined through June 30th.  
E4.
Next Two Meetings Schedule

There was no discussion on this item.

E5.
C.V. Starr & Company Presentation

Representatives from C.V. Starr were in attendance for an introduction and presentation.  A handout on claims reporting procedures and contact information was distributed.  C.V. Starr is requesting that all excess liability loss notices are to be sent to Joyce Poff:

Joyce E. Poff, Vice President, Casualty Claims


Everest National Insurance Co.


P.O. Box 830


477 Martinsville Road


Liberty Corner, NJ  07938


Claims E-mail:  
everestnationalnjclaim@everestre.com


Claims Fax:

(908) 604-3525
F.
CORRESPONDENCE/INFORMATION

There was no discussion on the following informational items.

F1.
The Risk Report – December 2006 Issue

F2.
PeriScope – December 2006 Issue

F3.
PeriScope – January 2007 Issue

F4.
CAJPA Fall Conference Dates

G.
PUBLIC COMMENTS
There were no public comments.

H.
GENERAL RISK MANAGEMENT ISSUES

There were no issues discussed.

ADJOURNMENT

A motion was made to adjourn the meeting at 4:43 p.m.

MOTION:     Mary Akin      SECOND:     Ann Garcia        MOTION CARRIED
