CALIFORNIA JOINT POWERS RISK MANAGEMENT AUTHORITY

SPECIAL EXECUTIVE COMMITTEE MEETING
Thursday February 13, 2025, 10:00 A.M.

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

MEETING LINK:

https://us02web.zoom.us/j/86824983054?pwd=cbyNDaSranbsz6Gl4DKnV3Eegr91lug.1&from=addon

MEETING NUMBER: 868 2498 3054 PASSWORD: 966702 PHONE: 1-669-900-6833

City of Lodi, 221 West Pine Street, Lodi, CA 95240

NCCSIF, City of Oroville, 1735 Montgomery Street, Oroville CA 95965

SCORE, City of Dunsmuir, 5915 Dunsmuir Avenue, Dunsmuir, CA 96025

City of Alameda, 2263 Santa Clara Avenue, Room 280, Alameda, CA 94501

City of Fremont, 3300 Capital Avenue, Fremont, CA 94537

City of Sunnyvale, 456 W. Olive Avenue, Sunnyvale Office Complex, Sunnyvale, CA 94086
Gibbons & Conley, 3480 Buskirk Avenue, Suite 200, Pleasant Hill, CA 94523

NouswnN e

MINUTES
I.  CALLTO ORDER - President Jensen call the meeting to order at 10:06 A.M.
Il. ROLL CALL

PRESENT

1) Beverly Jensen, Lodi

2) Elizabeth Ehrenstrom, NCCSIF
3) Blake Michaelsen, SCORE

4) Yibin Shen, Alameda

ABSENT - Sunnyvale, Fremont

OTHERS

5) Byrne Conley, Board Counsel

6) Tony Giles, General Manager

7) Marinda Griese, Claims Administrator

lll. PRESENTATIONS - none
IV. THIS TIME IS RESERVED FOR MEMBERS OF THE PUBLIC TO ADDRESS THE EXECUTIVE COMMITTEE ON
MATTERS OF EXECUTIVE COMMITTEE BUSINESS
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V. COMMUNICATIONS

VL.

VII.

VIIL.

1. Executive Committee Members
2. General Manager/Secretary
3. Next Scheduled Meetings: Board of Directors (03/20/2025) Zoom
Executive Committee (04/10/2025) City of Alameda

APPROVAL OF MINUTES

e A motion was made by Director Ehrenstrom and seconded by Director Michaelsen to approve the
minutes from the Executive Committee meeting held October 16, 2024. A roll call vote was taken
Directors Jensen, Ehrenstrom, Michaelsen, and Shin approved the motion. Sunnyvale and Fremont
were absent from the meeting. Motion passed.

CONSENT CALENDAR

1. Status Update on General Manager’s Goals & Objectives (I)

2. Business Calendar for 2025 (I)

e A motion was made by Director Ehrenstrom and seconded by Director Michaelsen to approve the
consent calendar. A roll call vote was taken Directors Jensen, Ehrenstrom, Michaelsen, and Shin
approved the motion. Sunnyvale was absent from the meeting. Motion passed.

ACTION (A) AND INFORMATION (1) CALENDAR

3. Experience Modifier for Liability Program (1)

At its 12/14/2023 meeting, the CJPRMA Board of Directors approved a cash assessment for the liability
program. During planning discussions for the assessment during 2023, some members of the Board of
Directors asked about implementing an experience modifier (ex-mod) for the liability program.
CJPRMA has never had an ex-mod in the liability program, and premium has always been allocated
according to members’ proportion of reported payroll. In December 2021, the Board of Directors
approved modifications to Board Policy 25 “Annual Review of Members Loss History” that
implemented a surcharge for members that have a calculated loss ratio greater than 100 percent. The
details of how the loss ratio is calculated are in the policy. The surcharge was implemented in lieu of an
ex-mod to create a financial consequence for members that have a loss history that is inconsistent with
the other members. Following approval of the assessment, the Board continued to express an interest
in exploring an ex-mod for the liability program.

The purpose of an ex-mod is to adjust premiums based on the frequency and/or severity of losses
rather than using only exposure. There are many options available for applying an ex-mod. Some

examples are detailed below.

Basic Ex-Mod Formula
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Ex-Mod = Actual Losses / Expected Losses

Expected losses are industry benchmarks or loss averages specific to pools. This type of ex-mod is easy
to implement for workers’ compensation programs because there are industry-wide statistics available
for comparison. Such industry data is not as readily available for liability programs, especially public
entity liability programs.

Weighted Ex-Mod Formula
Ex-Mod = (W x Frequency Losses) + (1-W) x Severity Losses / Expected Losses

This is a more nuanced and complicated version of the basic ex-mod. Rather than just using actual
losses (total incurred value), it uses a combination of frequency and severity. CJPRMA’s current
surcharge methodology uses only severity. Frequency is the total number of claims, and severity is the
total cost of claims. “W” in The formula above refers to the weighting of frequency and severity. For
example, if W=0.3, (1-W) =0.7.

Capped Loss Ex-Mod Formula
Ex-Mod = Actual Losses (Capped) / Expected Losses

This is essentially the basic ex-mod formula except that it caps losses at a determined amount. This is
like CJIPRMA’s surcharge methodology. The CJPRMA surcharge excludes the single highest claim and
caps all other losses at $2.5 million. This prevents large, one-time losses from disproportionately
affecting the modifier.

Credibility Weighted Ex-Mod Formula
Ex-Mod = Z x (Actual Losses / Expected Losses) + (1-Z) x 1.0

In this model, the size of each agency is factored into the ex-mod, with “Z” equal to industry standards
related to size. This model might not be as useful for CJPRMA.

Loss Ratio-Based Ex-Mod Formula
Ex-Mod = 1 + (Actual Loss Ratio - Expected Loss Ratio) / Expected Loss Ratio)

Actual Loss Ratio = Claims divided by premiums for the experience period. This is how the CIPRMA
surcharge works.

Expected Loss Ratio = Average loss ratio for similar organizations in the pool or industry. Trying to use
industry data could prove difficult. The CJPRMA ex-mod methodology uses a 100 percent loss ratio as
the standard. Members with a loss ratio of more than 100% are subject to the surcharge. Members
with a loss ratio of 100% or less are not subject to the surcharge. This model most closely resembles
CJPRMA’s current methodology.

Hybrid Ex-Mod Formula
Ex-Mod = Z x [(Frequency Losses + Capped Severity Losses) / Expected Losses] + (1-Z) x 1.0

It is possible to create more complex ex-mod formulas like the one above. This includes frequency,
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capped severity, credibility factors based on entity size, and expected losses based on industry
benchmarks.

Aon actuarial services can help CJPRMA calculate an ex-mod, and they are able to do that with data
they already have. However, they would need to pool to make decisions on how to approach the ex-
mod. They described what some of those decisions would be. Those are presented below, and the
decisions are related to the various formulas above.

e How many years of past loss experience should be included in the formula?
The current surcharge methodology uses 8 years.

e How old should the years be to be included (e.g., should the most recent 3 years be excluded since
they are immature)?
The current surcharge uses the most current years up to June 30 of the prior program year.
Although they are immature, the Board decided these should be included to reflect trends
sooner.

¢ Should the losses be capped? If so, what should the cap be? Should we include only losses that
breach the CJPRMA layer?
The current methodology caps losses at $2.5 million, and it only includes losses that breach the
CJPRMA. The current methodology only counts losses and the CJPRMA, and that would make
sense for an ex-mod, too.

¢ Should claim counts be considered or only loss amounts?
This is the decision on whether to include frequency and severity or just severity.

¢ What is the highest credibility given to any member? (e.g., should the largest member receive 50%
credibility? 75%?)
This relates to the discussion of credibility factors above. The surcharge methodology does not
include this.

e Should there be a maximum and/or minimum ex-mod? (e.g., max of 2.00 and min of 0.5)
An experience factor of 1.0 means that a member would pay the actuarially determined
premium. Anything less than 1.0 would receive a discounted premium, and anything more than
1.0 would pay an increased premium. In the current surcharge methodology, members with a
loss history of greater than 100% pay a surcharge. This is like having an ex-mod of greater than
1.0. The surcharge is capped at 30% of premium. The current methodology does not offer a
reduced premium for better loss history.

e Going forward, should the annual change in ex-mod be capped? (e.g., max change of +/- 20%)
This is a question of how much stability the pool wants for members year over year.

Here are issues that the Board will need to consider before implementing an ex-mod.

e Does the Board want to implement an ex-mod at all?
e [fan ex-mod is implemented, what formula does the Board want to use?
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e Depending on the methodology selected, the Board would need to select from several variables
such as caps, credibility factors, experience period, etc.

e Ifan ex-mod is implemented, would the Board want to continue the surcharge along with the ex-
mod?

e When would the Board want to implement the ex-mod. If the Board is interested in evaluating an
ex-mod, staff recommends waiting until the 2026/27 program year. The 2025/26 program year is
just months away, and a 7/1/2025 implementation could be rushed.

e Rates for the 2025/26 program year were approved by the Board in December 2024. An ex-mod
approved before 7/1/2025 would affect those rates.

e This item was for information only.
4. Risk Management Issues (l)
No risk management issues were reported to discuss.
e This item was for information only.
5. Elections Process Update ()

The CJPRMA Bylaws describe the process for electing Board officers and members of the Executive
Committee. For many years, CJPRMA has conducted these elections by secret ballot, with the general
manager and board counsel tabulating the results. Since the vote is a public record, the actual votes
and tabulations have always been available to see for anyone who requests.

At the 8/15/2024, of the Directors raised a concern about conducting a secret ballot considering
Government Code section 54953(c)(1): “No legislative body shall take action by secret ballot, whether
preliminary or final.” At its 10/16/2024 meeting, the Executive Committee directed the general
manager to seek an Attorney General opinion on the issue. In researching this, the general manager
found that joint powers authorities are not authorized to request Attorney General opinions.
Government Code Section 1219 states:

The Attorney General shall give the Attorney General's opinion in writing to any Member of the
Legislature, the Governor, Lieutenant Governor, Secretary of State, Controller, Treasurer, State Lands
Commission, Superintendent of Public Instruction, Insurance Commissioner, any state agency, and any
county counsel, district attorney, or sheriff when requested, upon any question of law relating to their
respective offices.

The Attorney General shall give the Attorney General's opinion in writing to a city prosecuting
attorney when requested, upon any question of law relating to criminal matters.

Under this statute, the Attorney General may give opinions only to these specified public officials, and
not to private individuals or to public officials who are not listed in the statute.

To get a second opinion on this issue, the general manager contacted Doug Alliston of the Alliston Law
Office. Mr. Alliston has long experience of working as general counsel for risk pool JPAs in California.
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Mr. Alliston provided a written opinion that CJPRMA could select officers and Executive Committee
members via written ballot “if the ballots are marked and tallied in open session, with the results and
how each member voted announced in open session, and the ballots maintained as public records
disclosable upon request.” Staff plans to present this finding to the Board of Directors at the 3/20/2025
Board meeting and conduct future elections following this process. This is the same process that Board
Counsel Byrne Conley recommended as an option after the concern was originally raised.

e This item was for information only.
IX. CLOSED SESSION
1. Government Code Section 54957

e Public Employee Performance Appraisal
e Title: General Manager

2. Government Code Section 54957.6
e Conference with Labor Negotiator
e Agency Designated Representative: Beverly Jensen, President
e Unrepresented Employee: Tony Giles, General Manager

X. ACTION ON CLOSED SESSION
The Executive Committee completed the performance evaluation of the general manager and approved a
salary increase of five percent (5%).

Xl. ADJOURNMENT - President Jensen adjourned the meeting at 1:33 P.M.
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