CALIFORNIA JOINT POWERS RISK MANAGEMENT AUTHORITY

BOARD OF DIRECTORS MEETING

THURSDAY DECEMBER 8, 2022, 9:00 A.M.

CJPRMA Office
3201 Doolan Road, Suite 285
Livermore, CA 94551
(925) 837-0667

MINUTES

CALL TO ORDER

The meeting was called to order by President Jensen at 9:02 A.M.

ROLL CALL

PRESENT

1) Yibin Shen Alameda

2) Angie Dilg, Chico

3) Erika Milton, Fairfield

4) Steve Schwarz, Fremont

5) Janet Hamilton, Livermore

6) Dan Sodergren, LPFD

7) Beverly Jensen, Lodi

8) Elizabeth Ehrenstrom, NCCSIF
9) Jordan Green, Petaluma

NOT PRESENT: Redding, Roseville and Richmond

OTHERS

18) Byrne Conley, Board Counsel

19) Bill Dennehy, Chandler Assets

20) Marcus Beverly, Alliant Risk Services
21) Tracy Flack, Aon Global Risk Consulting
22) Chris Carmona, George Hills

23) Mark Sorensen, Chico

10) Megan Stephenson, San Leandro

11) Genevieve Coyle, San Rafael

12) Dominique Blanquie, Santa Rosa

13) Roger Carroll, SCORE

14) Marci Arredondo, Stockton

15) Jen Martel, Sunnyvale

16) GeorgeAnne Meggers-Smith, Vacaville
17) David Due, YCPARMIA

24) Nick Vinh, Santa Rosa

25) Tony Giles, CIPRMA

26) Vahé Hovakimian, CJPRMA
27) Marcia Hart, CJPRMA

28) Susanna Banuelos, CJPRMA
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V.

VI.

VII.

VIII.

CLOSED SESSION

1. Government Code Section 54956.95 (a)
Conference with Legal Counsel — Litigation

Name of Case: Hendry, Diane v. City of Fremont
Court: Superior Court of California, County of Alameda
Case No.: RG18915635

ACTION ON CLOSED SESSION ITEMS

e The Board of Directors conferred with staff regarding litigated claims.
PRESENTATIONS

e None

THIS TIME IS RESERVED FOR MEMBERS OF THE PUBLIC TO ADDRESS THE BOARD OF DIRECTORS
ON MATTERS OF BOARD BUSINESS. STATE LAW PROHIBITS ACTION BY THE BOARD ON NON-
AGENDA ITEMS.

COMMUNICATIONS

A. Board Members

B. General Manager/Secretary

C. Next Scheduled Meetings: Executive Committee (01/19/2023) Lodi, CA
Board of Directors (03/16/2023) Zoom

APPROVAL OF MINUTES

e A motion was made by Director Ehrenstrom and seconded by Director Meggers-Smith to
approve the minutes from Board of Directors meetings held on August 18, 2022, special Board
of Directors meeting held on September 21, 2022 and Board of Directors Strategic Planning
meeting held on October 19 & 20, 2022. Directors Dilg, Milton, Schwarz, Hamilton, Jensen,
Sodergren, Green, Stephenson, Coyle, Blanquie, Carroll, Martel and Due approved the motion.
Redding, Richmond and Roseville were absent, Alameda and Stockton were not present at the
time of voting. Motion passed.

CONSENT CALENDAR
1. Additional Covered Party Certificates Approved by the General Manager (A)
2. Settlement of Claims Discussed in Closed Session (l)

3. Financial Report of CJIPRMA as of June 30, 2022 (I)
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4. Business Calendar for 2022 & 2023 (A)

5. New Board Members/Alternates (1)

e A motion was made by Director Ehrenstrom and seconded by Director Carroll to approve
the consent calendar. Directors Dilg, Milton, Schwartz, Hamilton, Jensen, Sodergren,
Green, Stephenson, Coyle, Blanquie, Martel, Meggers-Smith and Due approved the
motion. Redding, Richmond and Roseville were absent, Alameda and Stockton were not
present at the time of voting. Motion passed.

X. ACTION (A) AND INFORMATION (1) CALENDAR

6. Report from the Investment Manager (1)

Bill Dennehy, of Chandler Asset Management, was present to discuss the portfolio and our
investment strategy. In addition, he provided an update on economic factors that have had a
direct impact on the investments.

Pool investments are managed by Chandler Asset Management. The assets are held in
CJPRMA’s bank custody account managed by the Bank of New York.

The investment program is divided into three parts. The Loss Payment Account is utilized to
provide funds for operating expenses and the payment of losses. The Loss Payment Account
invests in high grade securities with a maximum maturity of 5 years. Both Long Term Growth
Accounts are utilized to provide long term asset growth in order to offset inflation. The
maturity range of their investments is a maximum of ten years.

As of October 31, 2022, the Loss Payment Account was valued at $15,427,371. This was an
increase of $10,012,402 from its valuation of $5,414,969 on July 31, 2022. Similar to the prior
reporting period, transactional activity in the portfolio was muted as a substantial percentage
of the allocation remain in LAIF to account for upcoming liquidity needs. A total of $10.0
million was contributed to the portfolio during the reporting period.

As of October 31, 2022, the Long Term Growth Account / Tactical was valued at $13,470,466.
This was a decrease of $401,673 from its valuation of $13,872,139 on July 31, 2022. Multiple
securities were purchased in the Treasury, Asset Backed, and Corporate sections of the
allocation with a higher than normal focus on the Treasury sector to increase the overall
liquidity of the portfolio. The purchased securities ranged in maturity from August 2025 to
September 2027. Several securities were sold to facilitate the new holdings in the portfolio.

As of October 31, 2022, the Long Term Growth Account was valued at $27,355,306. This was
a decrease of $2,334,314 from its valuation of $29,689,620 on July 31, 2022. Several
securities were purchased in the portfolio, ranging in maturity from April 2027 to May 2032.
Linked to higher short-term rates, the portfolio added to the Corporate exposure during the
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reporting period. Three securities, one Corporate note and two Treasury notes, were sold to
facilitate the new holdings in the portfolio.

The investments in all accounts comply with CJIPRMA’s investment policy.
e This item was for information only.

7. Approval of the 2022 Actuarial Study, Fiscal Year 2022/23 Reallocation of Equity, and
Program Year 2022/23 Funding Rates (A)

Tracy Fleck of Aon Global Risk Consulting conducted the 2022 actuarial study and will be
present to discuss the results. The CIPRMA staff report, which summarizes the study, is
attached hereto as an exhibit.

Estimated Outstanding Losses

This year, the value of estimated outstanding losses increased $13.7 million (18.3%) to $88.5
million. Case reserves increased $10.8 million and IBNR increased $3 million. In fiscal year
2021/22 there were $11.8 million in claim expenses and settlements paid. This reflects the
continued trend of high severity and frequency of claims.

Equity

The CJPRMA target equity policy is $22.5 million. The equity in the liability program as of June
30, 2022, shows a deficit of $52.9 million. When combined with the Excess Loss Fund of $19.5
million this reduces the equity deficit to $33.4 million. This deficit positions us $55.9 million
short of the target equity of $22.5 million.

Approved Funding Plan

The deficit equity position in the program caused the organization to reevaluate long-term
funding and rate setting. With the increase in estimated outstanding losses, cost of inflation,
jury awards, and legislative change, it was time to review different methods of calculating
premiums to improve the financial position of the program. The following three-year plan to
the funding methodology was approved at the December 2020 BOD meeting.

e PY 2021/22 return to the conventional method of funding.

e PY 2021/22 decrease the discount rate from 2% to 1%, review annually.
e PY 2021/22 increase the confidence level to 75%.

e PY 2022/23 eliminate the $500,000 member SIR.

e PY 2022/23 increase the confidence level to 80%.

e PY 2023/24 increase the confidence level to 85%.

Premium Funding 2021/22
For PY 2021/22 the first three steps of the funding plan were implemented. This increased the
total premium collected to $31.7M, which is a $12.4M (64.1%) increase from 2020/21. The
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state of the reinsurance market also required CJPRMA to raise the pool SIR from S5M to
S$7.5M.

The funding for PY 2021/22 was calculated using the following:
e Conventional method of funding
e 1% discount rate
e 75% confidence level
e PoolSIR$7.5M
PY 2021/22
Conventional Method
75% Confidence, Discount 1%, $7.5M Pool SIR

(Table A)
SIR - $500K SIR - $750K SIR - S1M SIR - $1.25M
Losses $17,184,824 1.120 1.055 0.872 0.828
Reinsurance 13,011,314 0.758 0.758 0.758 0.758
Admin 1,550,000 0.089 0.089 0.089 0.089
Total Rate 1.967 1.902 1.719 1.675
Funding $31,746,138 $9,088,945 $6,859,317 $13,304,750 $2,493,126
Payroll $1.75B

Premium Funding 2022/23
For PY 2022/23, in keeping with our three-year funding plan, total premium collected rose to
$38.1M, which is a $6.4M (20.2%) increase from 2021/22.

The funding for PY 2022/23 was calculated using the following:
e Conventional method of funding
e 1% discount rate
e 80% confidence level
e PoolSIR$7.5M
PY 2022/23 Rates
Conventional Method
80% Confidence Level, Discounted 1%, $7.5M Pool SIR

(Table B)
SIR - S750K SIR-S1M SIR-S$1.25M SIR-S1.5M
Losses $22,110,328 1.295 1.151 1.067 0.975
Reinsurance 14,416,328 0.791 0.791 0.791 0.791
Admin 1,600,000 0.088 0.088 0.088 0.088
Total Rate 2.174 2.030 1.946 1.854
Funding $38,126,656 $18,708,944 $16,402,709 $3,015,003 SO
Payroll $1.82B
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Premium Funding 2023/24
In keeping with the plan, the following criteria were used in calculating the funding rates for

PY 2023/24.

The funding for PY 2023/24 was calculated using the following:
e Conventional method of funding
e 1% discount rate
e 85% confidence level

Assumptions:
O Reinsurance increases 25%
0 Overhead increases 5%

PY 2023/24 Proposed Rates
Conventional Method
85% Confidence Level, Discounted 1%, $7,500,000 SIR

(Table C)
SIR-$750K SIR-$1M SIR-$1.25M SIR-$1.50M

Losses 1.830 1.571 1.422 1.288
Reinsurance $18,020,410 0.950 0.950 0.950 0.950
Admin 1,680,000 0.089 0.089 0.089 0.089
Total Rate 2.869 2.610 2.461 2.327
Increase % 32.0% 28.6% 26.5% 25.5%

Est. Payroll $1.82B

In the event that the reinsurance market requires it or it is determined to be in CJPRMA’s
financial interest to increase its SIR, staff requested AON provide rates for a $10M pool SIR.

Below is (Table D) that shows the proposed rates with a $10M pool SIR. The assumptions
remain the same, not knowing what affect the increase in the pool SIR would have on
reinsurance cost.

PY 2023/24 Proposed Rates
Conventional Method
85% Confidence Level, Discounted 1%, $10,000,000 SIR

(Table D)
SIR-$750K SIR-$1M SIR-$1.25M SIR-$1.50M
Losses 2.083 1.824 1.675 1.541
Reinsurance $18,020,410 0.950 0.950 0.950 0.950
Admin 1,680,000 0.089 0.089 0.089 0.089
Total Rate 3.122 2.863 2.714 2.580
Est. Payroll $1.82B
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A table showing the potential member premiums for PY 2023/24 was provided to the
members.

e A motion was made by Director Carroll and seconded by Director Ehrenstrom to approve
the 2022 actuarial study and the funding rates for program year 2023/24 at $7.5M and
S$10M pool SIR. Directors Shen, Dilg, Milton, Schwartz, Hamilton, Jensen, Sodergren,
Green, Stephenson, Coyle, Blanquie, Arredondo, Martel, Meggers-Smith and Due
approved the motion. Redding, Richmond and Roseville were absent. Motion passed.

8. Approval of Annual Financial Audit and Annual Comprehensive Financial Report (ACFR) for
the Year Ended June 30, 2022 (A)

e This item was removed from the agenda.

9. Claims Experience Report (l)
e This item was removed from the agenda.
10. Approval of Strategic Plan for 2023-2025 (A)

The Board of Directors adopted its current strategic plan in December 2019. The Board of
Directors met on October 19-20, 2022, to revise the strategic plan for the next three years.
Rick Brush of Brush Strokes Consulting facilitated strategic planning session. Mr. Brush’s
summary report of the meeting was provided to the Board of Directors.

Once the strategic plan is approved, the general manager will identify specific parties to take
action and anticipated dates of completion for action items. The Executive Committee and the
general manager will develop specific goals and objectives for the general manager based on
the strategic priorities of CJPRMA as identified in the strategic plan.

e A motion was made by Director Meggers-Smith and seconded by Director Green to
approve the 2023-2025 Strategic Plan. Directors Shen, Dilg, Milton, Schwartz, Hamilton,
Jensen, Sodergren, Ehrenstrom, Stephenson, Coyle, Blanquie, Arredondo, Martel, Carroll
and Due approved the motion. Redding, Richmond and Roseville were absent. Motion
passed.

11. Authority to Execute Lease Agreement with DaVita Dialysis (A)

CJPRMA has a lease agreement with DaVita Dialysis (dba Palomar Dialysis). The lease has been
in place since 2009 and was last renewed effective May 1, 2019. The current lease expires on
June 30, 2024.

CJPRMA’s real estate broker, Newmark, approached the general manager to discuss an early
renewal of the lease because the rental prices in the Tri-Valley area have been declining. They
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have negotiated a renewal of the lease with DaVita Dialysis for the period July 1, 2024 —
August 31, 2029. This will be the third amendment to the lease.

The rent through the term of third amendment to the lease is shown in the table below. Rent
increases will be 3% per year. The total income to CIPRMA during this lease will be
$1,355,940.42.

Period Rent per sf/month Monthly Rent Yearly Rent
July 1, 2024 — August 31, 2024 $0.00 $0.00
Sept 1, 2024 —June 30, 2025 $2.15 $17,468.75 $209,625.00
July 1, 2025 —June 30, 2026 $2.21 $17,992.81 $215,913.75
July 1, 2026 — June 30, 2027 $2.28 $18,532.60 $222,391.16
July 1, 2027 — June 30, 2028 $2.35 $19,088.57 $229,062.90
July 1, 2028 — June 30, 2029 $2.42 $19,661.23 $235,934.78
July 1, 2029 — August 31, 2029 $2.49 $20,251.07 $243,012.83

On execution of the lease, CJPRMA will pay a commission to Newmark and to DaVita’s real
estate broker, Cushman & Wakefield. The commission is two percent (2%) to each broker, for
a total of $44,761.29.

e A motion was made by Director Ehrenstrom and seconded by Director Green to grant the
general manager authority to execute the lease renewal with DaVita Dialysis. Directors
Shen, Dilg, Milton, Schwartz, Hamilton, Jensen, Sodergren, Stephenson, Coyle, Blanquie,
Carroll, Arredondo, Martel Meggers-Smith and Due approved the motion. Redding,
Richmond and Roseville were absent. Motion passed.

12. Report Out from Claims Committee ()

The CJPRMA claims committee met on October 13, 2022. The claims administrator, Marinda
Griese, prepared a report on six closed claims and lessons to learn from them. A copy of the
report was provided to the Board review along with some representative verdicts from
VerdictSearch.

e This item was for information only.
13. Risk Management Issues (l)

The Board of Directors discussed risk management issues with staff.
1. Lease-Revenue Bonds and rental interruption insurance — Tony Giles, C/PRMA
2. Evidence of auto liability insurance — Tony Giles, CJPRMA

e This item was for information only.

Xl. ADJOURNMENT - President Jensen adjourned the meeting at 12:05 P.M.
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