
CONTRA COSTA COUNTY SCHOOLS INSURANCE GROUP
EXECUTIVE COMMITTEE MEETING MINUTES

Thursday, August 25, 2005
Contra Costa County Schools Insurance Group

550 Ellinwood Way, Pleasant Hill, CA

Present were:

Executive Committee:

T Un Rahi 11

Chris Learned
Lenee Cadotte
Margaret Kruse
Ruth Vedove11i
Mark Bonnett

Roberta Silverstein, Vice President San Ramon Valley USD
Martinez USD
Acalanes Union High SD
Lafayette School District
Brentwood USD
West Contra Costa USD
Pittsburg USD
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CCCSIG
CCCSIG
CCCSIG

Public Financial Management
CPA, ARM
Foley & Lardner
County Counsel

2.1. Items on the Agenda
No public comment items.

2.2. Items of Interest to the Public
No items of interest to the public.

3.1-3.2 Approve Minutes of Executive Committee Meeting held on April 14, 2005 and Ratify Expenditures
for June - July Z005
A motion was made by Rahill to approve the minutes and ratify expenditures as presented.
approved unanimously-

Before continuing on with the agenda items, Vice President Silverstein announced that at the last closed session which was held on
July 28,2005. Guy Schuelke's contract as Executive Director with CCCSIG had been terminated effective July 31,2005.

Staff:
Bridget Moore, Deputy Director
Timothy O'Keefe, Chief Financial Officer
Denise Cifelli, Executive Assistant

Guests:

Elizabeth Myers
Nancy Jones
James Marta
Michael Delehunt
David Schmidt

CALL TO ORDER
The meeting was called to order by Vice President Roberta Silverstein at II :41 a.m.

2. PUBLIC COMMENT

Second by Bonnett. Motion was
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PERSONNEL
4.1 Ratify Changes to Administrative Policies

At the June 30, 2005 Executive Committee meeting it was decided that a subcommittee be formed to further discuss the
previously recommended verbiage changes. The committee met and with assistance from County counsel more clearly
defined the verbiage and presented their revision. A motion was made by Rahill to ratify the revisions to both policies as
presented. Second by Cadotte. Motion was approved unanimously.

4.2 Consider Revisions to Job Descriptions
This item is a recommendation for title change only. There is no change in job responsibility or salary. This
change is recommended to better align job titles with the organizational structure and recent departmental name
change. A motion was made by Kruse to approve the revision as presented. Second by Bonnett. Motion was approved
unanimously.

4.3 Consider Appointment of Candidate to Interim Executive Director Position "- -
Bridget Moore, CCCSIG Deputy Director, has been filling the position of Executive Director since May 5, 2005. The
Executive Committee is recommending the appointment of Ms. Moore to Interim Executive Director. If approved, the HR
subcommittee will work to formalize the offer and present their recommendations at the next Executive Committee meeting.
A motion was made by Rahill to approve the appointment of Ms. Moore to the position ofInterim Executive Director.
Second by Learned. Motion was approved unanimously.

of Ongoing Subcommittees
Due to the previous success utilizing subcommittees to review and bring forth recommendations to the Committee, the
recommendation is being made to formalize the use of ongoing subcommittees for administrative items and benefits and
compensation. Silverstein agreed with the concept but recommended they be organized in three groups: Administrative,
Financial and HR so those most knowledgeable in the subject would participate on that subcommittee. Appropriate CCCSIG
staff would participate as needed and meetings would be held on an as needed basis. Based on background and areas of
expertise, Committee members volunteered for the various subcommittees. A motion was then made by Learned to appoint
the following members to the three newly created subcommittees: Administrative - Lenee Cadotte; Finance - Mark Bonnett
and Tim Rahill; HR - Margaret Kruse and Roberta Silverstein. Second by Vedovelli. Motion was approved unanimously.

5.2 CCCSIG General Administrative Update
The Deputy Director provided an update of the Group's operational activities for the next couple of months. Information was
provided to the Executive Committee introducing CCCSIG's new website and release date. The Deputy Director also
addressed the status of Valley Oak Software. Due to the many and significant problems the Group has incurred with Valley

5. GENERAL ADMINISTRATIVE ITEMS
5.1 Consider Establishment

At 12:00 a motion was made by Rahill requesting an adjournment for lunch. Second by Kruse. Motion was approved unanimously.
The Executive Committee reconvened at 12: 10 p.m. Motion to reconvene was made by Vedovelli. Second by Learned. Motion was
approved unanimously.

5.3 Presentation of PFM Quarterly Investment Report
Nancy Jones, Managing Director of Public Financial Management handed out and presented a review of the Group's
investment performance as of June 30, 2005 and general information regarding the Group's assets. There was discussion
around the Group's portfolio and LAIF investments. Bonnett questioned why the Group has as much as they do in LAIF and
whether or not the Group relied on the cash flow for day to day operations. In the essence of time, Silverstein suggested that
a more in depth look be done by the subcommittee to be brought forward and discussed at a future meeting. The Executive
Committee concurred. There was no action necessary on this item.



Executive Committee Meeting
August 25. 2005
Page 3

5.4 Financial Update as of May 31, 2005
The CFO presented CCCSIG's financial status as of June 30, 2005. A draft copy of the Group's statement of net assets,
statement of revenues, expenses and changes in net assets, and statement of cash flows were handed out along with an update
agenda item 5.4 and discussed. The CFO informed the Committee that the Group's net assets decreased by $15.0 million due
to Gross Reserve and IBNR adjustments, primarily due to the re-evaluation of reserves and claims adjustment expenses as
requested by the financial auditor, James Marta. All other expenses were relatively unchanged compared to the prior year.
The CFO handed out an updated 12 year historical financial graph depicting current draft audit figures showing the dramatic
liability increase after 1999 due to claims and healthcare increases to settle claims, leaving the Group with a significant
deficit in 2005. Key message showed the Group had been running annual deficits consistently since 1997 which. along with
$20 million in member rebates, gradually eroded the $34 million Net Asset surplus from 1996. The Group had not been
collecting sufficient premiums over the past nine years to prevent the erosion of the surplus. The deficit in Unrestricted Net
Assets was $20.9 million which was partially offset by the $6.5 million Investment in Capital Assets for a Total Net Asset
deficit of $14.4 million. The Executive Committee felt it best to defer further discussion on this topic to the finance
subcommittee who could evaluate the information and work on a proposed deficit funding plan which would be presented at
a future meeting. There was no action necessary on this item.

of Financial audit Status Report and DRAFT Financial Statements
Jim Marta, Principal with James Marta & Associates reviewed the DRAFT 2004/05 Financial Audit with the Executive
Committee, along with corresponding Audit Status Report with Management Response. Mr. Marta recommended that the
Group take note of where they are financially and make sound decisions to move forward which will need to include a deficit
funding plan. He took the Executive Committee through a discussion of claims liabilities and the calculated deficit. Mr.
Marta also focused on the audit schedule showing Workers' Compensation Program Claims Development Information and
the importance of understanding this document and the historical patterns of consistently under-reserving that are presented
on the schedule. Due to the data in last year's schedule, Mr. Marta requested that the Group undertake a comprehensive
review of the reserves for all open claims which is expected to be completed by October 1 st. The CFO reported that as of the
meeting date, the Claims Department had completed the review of approximately 2/3 of the open claims resulting in an $8.9
million increase in reserves. Mr. Marta noted that he expected this to trend to $12 million upon completion of the claims
reserve analysis which would result in approximately a $ 15 million charge which he has already booked in the Draft Audit
Report. Questions surfaced as to why this information was not pointed out in the past and why the actuary did not have some
of the information our auditor had. In the interest of time Silverstein proposed the finance subcommittee work with the CFO
and auditor to further delve into the audit, possibly with the input from the actuary. Motion was made by Learned to have the
financial subcommittee work with the CFO on recommendations made by the auditor and return at the next Committee
meeting with a plan to present. Since the plan may involve policies, the administrative subcommittee should be included as
appropriate. Second by Cadotte. Motion was approved unanimously.

5.6 Consider a Revision to Method of Adjusting Year-End Workers' Compensation Premium
A motion was made by Kruse to pull this item from the agenda and give to the financial subcommittee for review and bring

5.5 Presentation

Vice President Silverstein advised the Committee that items 5.7 - 5.9 were general housekeeping items and already in effect. They
are on the agenda to be ratified due to the increased costs of the contracts which now exceed the Executive Director's authority to
approve. Learned asked that controls be put in place so the Committee is alerted to cost increases with enough time to evaluate prior
to renewal or extension.

5.7 Ratification of Expenditures for CCCSIG Web Development
A motion was made by Kruse to ratify expenditures for CCCSIG web development as presented and approved by the Board
President on July 11,2005. Second by Cadotte. Motion was approved unanimously.

5.8 Ratification of Expenditures for Delta Systems Associates
A motion was made by Learned to ratify expenditures for CCCSIG IT Consulting as presented.
Motion was approved unanimously.

5.9 Ratification of Expenditures for Valley Oak Systems

A motion was made by Bonnett to ratify expenditures for the vas Maintenance & Support Agreement as presented and
approved by the Board President on July 19,2005. Second by Kruse. Motion was approved unanimously.

Second by Vedovelli.
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A motion was made by Bonnett to move to Closed Session to consider Items 6.1 and 6.2 at 1 :37 p.m. Second by Rahill. Motion was
<lpproved unanimously.

6.1 Conference with Legal Counsel -Existing Litigation, Case #04ASO2351, Pursuant to Government
Code, § 54956.9

6.2 Conference with Legal Counsel-Anticipated Litigation, Initiation of Litigation Pursuant to
Government Code, § 54956.9@

A motion to return to open session was made by Bonnett at 2:25 p.m. Second by Rahill. Motion was approved unanimously. Vice
President Silverstein reported that no action was necessary for Item 6.1 and action not to pursue litigation was taken on Item 6.2 by
unanimous vote.

7.

Respectfully submitted,

Secretary of the Board of Directors
Contra Costa County Schools Insurance Group
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