CALIFORNIA JOINT POWERS RISK MANAGEMENT AUTHORITY

EXECUTIVE COMMITTEE - ZOOM
Wednesday, October 16, 2024, 1:00 P.M.

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

MEETING LINK:

https://us02web.zoom.us/j/82839732778?pwd=ihotOWtNOehy5A26 MIVQ8vQbGsfYyb.1&from=addon

MEETING NUMBER: 828 3973 2778 PASSWORD: 746398 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

LPFD, City of Pleasanton, 123 Main Street, Pleasanton, CA 94566

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

NouswN e

MINUTES

I. CALLTO ORDER - President Jensen called the meeting to order at 1:15 P.M.

Il. ROLL CALL
PRESENT
1) Beverly Jensen, Lodi 4) Yibin Shen, Alameda
2) Elizabeth Ehrenstrom, NCCSIF 5) Steve Schwarz, Fremont

3) Dan Sodergren, LPFD

ABSENT - Sunnyvale

OTHERS
6) Byrne Conley, Board Counsel 9) Marcia Hart, C/PRMA
7) Tony Giles, CIPRMA 10) Shawn Millar, CIPRMA

8) Marinda Griese, CJIPRMA
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V.

VL.

VII.

VIIL.

CLOSED SESSION - none
ACTION ON CLOSED SESSION - none
PRESENTATIONS - none

THIS TIME IS RESERVED FOR MEMBERS OF THE PUBLIC TO ADDRESS THE EXECUTIVE
COMMITTEE ON MATTERS OF EXECUTIVE COMMITTEE BUSINESS

COMMUNICATIONS

1. Executive Committee Members

2. General Manager/Secretary

3. Next Scheduled Meetings:
e Board of Directors Meeting (12/12/2024) CIPRMA, Livermore, CA
e Executive Committee (01/16/2025) City of Alameda

APPROVAL OF MINUTES
e A motion was made by Director Schwarz and seconded by Director Ehrenstrom to approve the
minutes from the Executive Committee meeting held July 10, 2024. A roll call vote was taken

Directors Jensen, Shen, Sodergren approved the motion. Sunnyvale was absent from the

meeting. Motion passed.

CONSENT CALENDAR
1. Status Update on General Manager’s Goals & Objectives (I)
2. Business Calendar for 2024 & 2025 (l)

e A motion was made by Director Ehrenstrom and seconded by Director Schwarz to approve
the consent calendar. Directors Jensen, Sodergren, and Shen approved the motion.
Sunnyvale was absent from the meeting. Motion passed.

ACTION (A) AND INFORMATION (1) CALENDAR
3. Approve Modifications to the Memorandum of Coverage (A)
The proposed changes as described:
Exclusion #3 (Airshows) of the CJPRMA Memorandum of Coverage excludes coverage for

“Claims arising out of any air show sponsored or controlled by the covered party.”

Staff recommended the Executive Committee approve adding the following sentence to the
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exclusion in the Program Year 2024/25 Memorandum of Coverage: “The exclusion does not
apply to drone light shows.”

e A motion was made by Director Shen and seconded by Director Ehrenstrom to approve
the modifications to the 2024-2025 memorandum of coverage and present to the Board of
Directors at the December 2024 meeting. Directors Jensen, Schwarz and Sodergren
approved the motion. Sunnyvale was absent from the meeting. Motion passed.

JPA Finance Committees (l)

At its 7/10/2024 meeting, the Executive Committee decided to serve as CJIPRMA’s Finance
Committee rather than appointing a separate finance committee. The Executive Committee
requested information on the role of finance committees at other California Joint Powers
Authorities (JPAs). Below are examples of how finance committees function at other pools:

Public Risk Innovation, Solutions, and Management (PRISM) The PRISM Finance Committee
evaluates all finance-related items and provides recommendations to the Board of Directors.
The PRISM Board of Directors has 62 members and relies on its working committees to
provide recommendations.

California Joint Powers Insurance Authority (CJPIA) CIPIA has a Finance Officers Committee
comprised of the finance officers of the member agencies. This committee advises the
Executive Committee on investment policy and performance, budget, cost allocation, and
general finance-related issues.

Association of California Water Agencies Joint Powers Insurance Authority (ACWA JPIA)

The Finance & Audit Committee is composed of nine representatives, each of whom is a
finance officer of the district from which said person is selected and has a financial
background. The committee makes recommendations to the Executive Committee and the
Board of Directors.

Schools Excess Liability Fund (SELF) The Finance Committee reviews all finance-related items
and advises the Board of Directors.

Alliance of Schools for Cooperative Insurance Programs (ASCIP) The Finance Committee
reviews all finance-related items and advises the Board of Directors.

e This item was for information only.
Approve Modifications to the CJPRMA Bylaws (A)

Staff recommended approval of modifications related to the following areas:
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Committee Participation Following Withdrawal/Expulsion from the Pool

The CJPRMA lJoint Powers Agreement requires that members provide at least six months’
notice if they plan to withdraw from the pool. From the time of notification until the actual
withdrawal on June 30 of the following year, the agency continues to be a member and
participates on the Board of Directors.

If a withdrawing member is represented on the Executive Committee or any other standing
committees, they continue to participate on those committees. Staff recommends a
modification to the Bylaws that disallows participation on the Executive Committee, standing
committees, and ad hoc committees after a member has submitted notice of intent to
withdraw from the pool or the Board of Directors has voted to expel the member from the
pool.

Eliminate the Excess Loss Fund
The CIPRMA bylaws define an Excess Loss Fund (ELF) intended to be used to pay for deficit
years. Here is the language from the bylaws:

For Program Years 2008-2009 and following, the Authority will establish an Excess Loss
Fund that will be used to provide funds in the event losses, loss adjustment expenses, and
defense costs expended for any program year exceed the amount of cash contributions
(and any interest earnings thereon) for loss funding for that program year. Payments from
the Excess Loss Fund will not be charged back to the program year, nor will the payments
result in any assessment against program year members but will instead act as a form of
“stop loss” for the loss fund for that program year.

The pool did not use the ELF as intended when the current deficit began to grow. In approving
the 2024 assessment, the Board of Directors voted to apply the available funds in the ELF,
$19,384,585, to the deficit years. The ELF currently has a balance of $89,969 for the City of
Pomona as Pomona was not subject to the assessment. It is essentially unfunded right now.
For several years, as the deficit worsened, some members of the Board of Directors called for
the removal of the ELF, and this discussion increased during the planning for the assessment.
Now that the ELF is unfunded, it is a good time to eliminate it in policy. It did not work as
intended. When the pool has a positive net position again, it can work on building surplus
according to the Minimum Standard for Net Equity policy rather than relying on the ELF. The
proposed modifications remove all references to the ELF from the CJPRMA Bylaws.

Executive Committee Quorum
Change the number for a quorum of the Executive Committee from five to four. Four is still a
majority.

Borrowing Between Program Years

Article X allows for borrowing between program years. However, the limits for this were
established in 1989. The size of losses has increased significantly since then with no change in
the language. The proposed modification still allows for borrowing between program years
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but eliminates a specific maximum.

e A motion was made by Director Ehrenstrom and seconded by Director Sodergren to
approve the modifications to the CJPRMA Bylaws and forward to the Board of Directors
with its recommendation to approve at the 12/12/2024 Board meeting. A roll call vote was
held Directors Jensen, Shen and Schwarz approved the motion. Sunnyvale was absent
from the meeting. Motion passed.

6. CJPRMA Liability Program Retentions (A)

CIPRMA currently retains losses from the member’s retained limit up to $7.5 million. The pool
purchases reinsurance for coverage from $7.5 million to $40 million to protect itself and its
members from catastrophic loss. Each year, CIPRMA has the actuary develop rates for a $10
million retention in case the insurance market demands a higher retention. To date, we have
not had to move to a $10 million retention.

The General Manager wants to explore an option of retaining a layer at the top of reinsurance
tower, specifically $5 million excess of $35 million. Currently, the pool purchases excess
coverage for that layer from Allied World Assurance Company (AWAC). For the 2024/25
program year, the premium cost for this layer was $620,000, and the total cost with taxes and
fees was $639,716.

If the pool retained this layer, rather than paying premium to an insurance company, the pool
would collect that premium and invest it on behalf of the members. At a five percent (5%) rate
of return, and if there are no losses in the layer, the pool will have invested just over S5
million in seven years, which would cover one full limits loss in the layer. This layer has never
experienced a loss.

Over the last five years, many insurance companies have ceased business in the public entity
liability reinsurance space, especially in California. That has created a problem with capacity in
the market. CJPRMA has been able to maintain sufficient capacity, but that might not always
be possible, particularly if more insurers leave the space. This would be one way of getting
ahead of any future capacity problems.

Advantages of this proposal

e CJPRMA could grow assets in the least risky layer of the coverage tower.
0 All assets in this layer would support the net position.

e CJPRMA could prepare for a future capacity crisis.

e The pool would pay itself rather than an insurance company.

Disadvantages of this proposal
e Although the pool has never had a loss in this layer, a loss is always possible. If the loss
occurred before the layer was fully funded, CJPRMA would need to pay the loss from
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other assets or assess the members.

e |If the pool ever wants to purchase limits above $40 million, some carriers might be
unwilling to write coverage in the layer immediately above retention.

e CJPRMA would cease a regular working relationship with one of the carriers in the market.
To the extent that the carrier is not needed, that would be fine, but if we ever needed that
carrier in the future, we could be at a disadvantage.

e A motion was made by Director Ehrenstrom and seconded by Director Schwarz to
authorize the general manager to develop a proposal with all the options to retain
S5M excess of $35M and take the Board of Directors meeting on 12/12/2024. A roll
call vote was held Directors Jensen, Sodergren, and Shen approved the motion.
Sunnyvale was absent from the meeting. Motion passed.

7. Risk Management Issues (1)

The Executive Committee and staff discussed risk management issues that are of concern to
the members and for the provision of status updates on the risk management program. The
issues discussed were:

= Coverage for insured contracts
= New business policy from Berkshire Hathaway

e This item was for information only.
8. Elections Process (I)

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 meeting, one 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 the same meeting, another Director suggested that candidates for officer and Executive
Committee positions be provided an opportunity to speak to the Board before the vote.

e This item was for information only, but the Executive Committee asked the general
manager to contact legal counsel and present to the Board of Directors at 12/12/2024
meeting.
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Xl.

9.

Strategic Planning (I)

CJPRMA conducted strategic planning in October 2022. The Board has usually updated its
strategic plan every three years. Staff proposes conducting strategic planning on October 15 &
16, 2025 at the CJPRMA office. According to the Member Engagement Policy, all Directors and
Alternates are invited to participate.

In 2019 and 2022, CIPRMA used Rick Brush of Brush Strokes Consulting to facilitate the
strategic planning. The feedback for Mr. Brush has been positive, but it might be time to use
another facilitator to get another perspective on C/JPRMA’s strategic goals.

= This item was for information only, but the Executive Committee asked the general
manager to research a possible new facilitator.

ADJOURNMENT - President Jensen adjourned the meeting at 3:24 P.M.
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