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SHASTA-TRINITY SCHOOLS INSURANCE GROUP
BOARD OF DIRECTORS MEETING MINUTES

January 23, 2009
Hilltop Inn, 2300 Hilltop Drive, Redding, CA

ATTENDANCE
Members Present:
President, Adam Hillman, Shasta County Office of Education




Vice President, Donna Heller, Columbia ESD & Black Butte ESD




Treasurer, Phillip Brown, Enterprise Elementary School District

Jim French, Trinity County Office of Education




Patricia Demo, Shasta College

Tom Mancuso, North Cow Creek Elementary School District

Cathy Campbell, Gateway Unified School District

Harley North, Evergreen Union School District

Mindy Whitman, Junction Elementary School District

Shelly Glover, Shasta Union High School District

Sue Wallick, Bella Vista Elementary School District

Laura Merrick, Cottonwood Union Elementary School District

Megan Curtis, Anderson Union High School District

Debbie Capelli, Happy Valley Union Elementary School District

David Flores, Grant Elementary School District

Michelle Henson, Shasta-Trinity ROP

Ex-Officio:

Patrick Casey, Executive Consultant

Staff:


Nancy Panks, Benefits Administrator

Others Present:

Melanie Cich, Shasta County Office of Education 




Cindy Trujillo, Redding Elementary School District




Lorie Hauser, Anthem Blue Cross




Jeanette Price, Anthem Blue Cross




Paul Ford, Mercer




Bordan Darm, Mercer




Angela Livingston, LWP Claims Solutions

1.0 CALL TO ORDER – The meeting was called to order at 9:08 a.m. by President, Adam Hillman.

2.0 APPROVAL OF AGENDA – A motion was made by Patricia Demo, seconded by Donna Heller to approve the agenda; the motion was approved unanimously.

3.0 APPROVAL OF MINUTES – Minutes of the May 30, 2008 Board of Directors meeting were presented for approval.  It was moved by Phil Brown, seconded by Sue Wallick to approve the minutes; the motion was approved unanimously.  At this point, Adam Hillman thanked Jim French for his many years of service at the JPA’s President, and his continued service on the Executive Committee, and presented him with a plaque commemorating his service.

4.0 PUBLIC COMMENTS – None

5.0 CORRESPONDENCE/EXECUTIVE CONSULTANT COMMENTS – Mr. Casey explained that there was no correspondence to present.
6.0 GENERAL BUSINESS
6.1 Appoint Cathy Campbell as the Unified School District Representative to the Executive Committee – Jody Thulin was no longer available to serve as the Unified School District representative and therefore Cathy Campbell will serve in her place.  It was moved by Donna Heller, seconded by Tom Mancuso, and unanimously approved to accept Cathy Campbell as the representative to the Executive Committee.

6.2 Engagement of Matson & Isom to Develop Additional Internal Control Procedures – As a result of the 2007/08 Audit findings which will be addressed later in the agenda, the Executive Committee retained Matson & Isom to provide a special audit of internal control procedures of the JPA.  The special engagement took place the week of December 2, 2009.  The draft report has been submitted but the final version is not yet ready.  Therefore, it is not being presented at this time.  The Board needs to ratify the decision of the Executive Committee.  Therefore, it was moved by Tom Mancuso, seconded by Phil Brown, and unanimously approved to ratify the decision to retain Matson & Isom for the Special Engagement.

6.3 Report of Work Session and Implementation of Board Training Session – It was decided at one of the previous meetings that a Board Training Session would benefit the people that have recently come onto the JPA’s Board.  To that end, the Executive Committee met on December 1st to discuss the implementation of the Training Session as well as develop its agenda.  The Training Session will be held on February 12th at the Gaia Hotel in Anderson from 9 a.m. to 3 p.m.  In addition to the agenda that was presented on the 1st, Adam Hillman asked that two additional items be added:  Loaning cash to JPA members to alleviate stress of the upcoming budget crunch and developing higher deductible plans, or a lower cost alternative, for retirees.  Adam believes that this is a deterrent to employees being able to retire. Mindy Whitman asked about supplemental plans that are advertised and suggested that the JPA staff provide more information and help to locate agents to shop for lower cost plans.  Melanie Cich asked if PERS would be a viable option for Retirees, but Anthem Blue Cross said that would not be feasible as they are not current members.  Regarding the loan to districts, Pat Casey suggested it was a good time for a Finance/Treasury Committee so discussions on the viability of loaning money to districts can be studied.  It was decided that Adam, Phil & Donna would be on that Committee.  
6.4 Financial Reports – Pat Casey asked that the Year-End Reports be reviewed first and the Year-to-Date Reports second.  

6.4.1 Year-End Financial Reports – Reports were included in the packet for the Board’s approval showing the status as of June 30, 2008. He explained that dental ended the year with ($252,000) shortfall, but that it has rebounded well as year to date reports show.  He explained that this year is turning around and that last year may have been an anomaly due to excessive crowns or other expensive treatments as people were fearful of being laid off.  Jim French said that it was a reality that must be planned on again this year.  The Vision program ended with $127,228.  The old Workers’ Comp. program ended with a ($681,446) shortfall, but that’s because the long-term liabilities in the program are set based on the Actuarial numbers and may or may not prove to be correct at the end of the life of the claim.  Actuarial’s are known to be very conservative.  It could take up to 10 years to prove itself.  The new Workers’ Compensation program is doing very well with a surplus of almost $4.9 million.  Claims have come down considerably over the years.  The Medical program is doing well also.  It seemed as though last year’s 27 stop loss claims were an aberration as well.  While claims totaled $3.3 million, there were $2 million in recoveries that were not applied until this fiscal year.  While last year’s IBNR was $1,839,862, it is now approximately $1.6 million, approximately $200,000 less.  The new amount is reflected on the current year to date financials.  Phil wanted to go back to the Dental program where an expected negative amount and Pat Casey confirmed that going back to the aberration of excessive claims because of the perceived layoff’s.  He also asked about the negative equity expected in the old Workers’ Comp. program.  Pat confirmed that it was because of the high estimate on the Actuary’s part.  Marilyn’s accrual of take off claims is booked as an expense and the year-end number is reverted to accrued liability.  Phil asked why the program isn’t funded properly and Harley said that it was purposefully underfunded; the Committee/Board decided a long time ago that the cost would be a surcharge if necessary.  The College is approximately 1/3 of the cost.  The $744,175 in Long Term Liabilities represents 37 claims, one third of which are in Excess.  It was moved by Harley North, seconded by Laura Merrick, and unanimously approved to accept the Year-End Financial Reports dated June 30, 2008 as presented.
6.4.2 Year-to-Date Financial Reports – Again, included in the packet were the year to date financials for the Board’s information.  Pat Casey reported that the negative incomes are a result of this, as well as timing as it relates to transferring of funds.  Regarding Dental Program, he reiterated that decrease in negative equity to ($101,753).   Vision has a slightly negative net income but a high Equity amount.  Workers’ Comp. showed a decreased Total Equity shortfall of ($576,812), down from the year-end report.  This is due to reimbursements from the Reinsurance company that is very slow to act.  Adam asked what the $83,000 “Undeposited Funds” represented and asked if that means money is sitting around undeposited?  Mr. Casey said he would look into it, but it is not the practice of the JPA to “sit” on checks.  They are deposited remotely and therefore quickly.  It looks to be a Quickbooks issue.  Mr. Casey will confirm this and let Phil Brown know the outcome.  Regarding investment income, as everyone knows, investment rates are low.  The JPA has money in CAMP and LAIF.  In the past, CAMP was higher than LAIF, but no longer.  Later in the agenda, Mr. Casey will be asking for a change to the investments.  Regarding the Medical Program, the margin reserve was again spoken about because, while the original estimate was approximately $470,000, it was actually found to be $287,000 and therefore was restated correctly on the Financials.  Phil Brown suggested that this was not industry standard and that the amount should have been an expense.  In addition, he asked why there was a negative accounts receivable amount on the report?  Mr. Casey will get back with him on that as well.  Budget revisions will be forthcoming in March.  Donna Heller asked why they weren’t updated on a regular basis, especially for presentation at a meeting.  Mr. Casey said that some of the information is not readily available or still tentative, but Donna suggested some things were a known factor and should be updated regularly.  Mr. Casey agreed and said he would do that before the next meeting.  This item was an informational item and needed no action at this time.
6.4.3 Investment Report – Presented in each packet were Investment Reports for First and Second Quarters.  Currently, LAIF interest is higher than CAMP, and therefore Mr. Casey would like direction from the Board to move the money into LAIF.  He was asked if it was too risky to have all the money in one place but Mr. Casey said that both were very solid institutions and there was no risk involved.  In fact, because LAIF has a lot more money, it’s actually an even safer investment.  The Investments will be discussed at the Finance/Treasury Committee meeting.

6.4.4 2007/08 Audit – Marilyn Everett of Matson & Isom was introduced as the Managing Partner who supervised the annual audit.  The findings were presented in each Board Member’s packet.  Among recommendations made by Ms. Everett was that IBNR should be booked throughout the year rather than once a year and that earnings from CAMP should be booked on a monthly basis (although this suggested is a moot point since the money is being transferred to LAIF).  Phil also asked Ms. Everett her opinion about booking interest, what amount should the JPA assume as a bookable interest rate; she suggested 0%. Phil asked why the JPA was able to opt-out of the MDNA letter required 3-4 years ago.  Marilyn explained that Special Districts and JPAs can opt-out.  If the JPA decides to do one, it would cost more.  It was moved by Jim French, seconded by Phil Brown, and unanimously approved to accept the 2007/08 audit as presented.
6.5 Benefits Administrators’ Salary Negotiations and Stipend Request

6.5.1 Salary Negotiations for the 2008/09 Fiscal Year – The Benefits Administrators are not asking for any increase this year as they recognize the difficult situation the schools are in this year.  Therefore, it was acknowledged that there would be no increase to their salary schedule.

6.5.2 Stipend Request – Both Benefits Administrators have purchased their own Blackberries in lieu of the JPA purchased Motorola Q’s which were terminated earlier this year.  Therefore, it was requested that a Stipend be approved to help defer the cost.  Adam stated that the SCOE stipend for a Blackberry is $100; Donna said Columbia’s was $80, Melanie Cich asked if the JPA would consider paying for part of the Benefits Administrators’ cost of the equipment as the County Office’s policy allows.  It was decided that the Benefits Administrators only asked for the cost of the monthly service and, therefore, it was moved by Tom Mancuso and seconded by Jim French, approved unanimously that an $80 stipend be allowed for the Benefits Administrators with the condition that it is made part of their pay package and taxed accordingly.

6.6 Executive Committee Composition – Harley North submitted a letter to the President of the Board asking for consideration of additional members on the Executive Committee consisting of more Superintendents as it used to be.  He did not believe the makeup of the Committee was as it used to be with the original representation of Superintendents.  In addition, his intent was to ask the Board to consider a different configuration; rather than an Executive Committee AND a Board of Directors, consider a larger number of people than the Executive Committee and a smaller amount than the Board as a representation.  Then smaller committees can report to the expanded committee for discussion and action.  This will be discussed at the upcoming Training Session and Adam Hillman thanked Harley for his input.
7.0 WORKERS’ COMPENSATION PROGRAM – 

7.1 Self-Insured Program prior to 7/1/95 – Review Claims through Dec. 2008 – 
7.2 Self-Insured Program after 7/1/03 – Review claims through December 2008 –Pat Casey presented a report of current claims since 7/1/03, and reported that, of 66 claims this year, 45 have been closed.  Recently there was a claims review with LWP and they stated that 7 more claims were closed as well as 9 more claims were in the process of receiving offers for settlement.  Pat went on to explain that, after examination of the injuries, it is apparent that the top 20 claims’ uniqueness are that the employees are exceeding their physical demand; that they are over 50; and that they worked less than 5 to 10 years of service.  Melanie Cich suggested that part of the problem is that they don’t understand Future Medical; they think it’s carte blanche to their medical care, but are misinformed.  Angela Livingston of LWP Claims says that was the way it used to be but now it is different.  There needs to be an education of the people so there is no more misperception of the benefits.

7.3 Medical Provider Network – LWP has changed MPN’s because CorVel was no longer helpful, but had become a competitor.  They are going with Blue Cross and these rates should be even better than before.  An analysis of the difference in negotiated rates was attached for the Board’s information.

7.4 Risk Management/Loss Control Programs – Pat Casey prepared a handout, including Dante Bellino’s upcoming scheduled appointments which members can utilize.  Pat Casey reported that lifting of trashcans continues to be a safety problem and a subject of bulletins.  Slip & falls during the icy season is also very serious.  However, of most concern is the fact that retired employees are being brought back (retirees of a very high age bracket) and it is most worrisome because as a person ages their bones become more brittle.  If a person in an advanced age group were to slip and fall on ice, it could potentially hurt them to a degree that would make for a very high claim value due to their age.  In addition, any claims that are being negotiated for people close to 65 have to have a “Medicare Set Aside,” or MSA, that becomes very costly.  Anytime a district elects to hire back a person that is of retirement age, it is a consideration.  Adam suggested that Pat should be careful about age discrimination.  Job Descriptions including detailed physical demands continue to be a focus for Mr. Casey as he has been contacting the districts individually to make sure they are complying.  A question was raised as to whether the physical demands must be negotiated and Pat said that Alan Swanson wrote an opinion that all physical demands are non-negotiable as they are for the protection of the employee.  Phil Brown asked for a copy of that and the labor code he was citing.  Mr. Casey suggested that we talk about surcharging districts for no physical demands in their job descriptions as well as allow their ex-mod to be affected because of it.  Dante’s ready and able to begin a course that would make him certified to teach the Pesticide Application Certification; however, this will require 4 of his contract days.  The Student Restraint course would take an additional 2 days.  Phil and Adam both suggested that the Great Partnership and SCOE have certified Student Restraint trainers on staff and there would be no need for Dante to attend such a class.  Shelly Glover reminded Pat Casey that the Pesticide Certification expires in March and the April date given would not be sufficient.  Pat said he would pass it along to Dante.
8.0 HEALTH BENEFITS PROGRAMS
8.1 Medical Program – Plan experience has been analyzed for the last 12 months.  Bordan Darm explained that last April was a very bad month and June was bad as well, $3.3 million & $2.1 million respectively.  These were believed to be anomalies.  If it were to happen again, the current year’s rates would be off by 3.6%.  So far that has not proven to be true.  The rates are set appropriately as long as the JPA doesn’t have a bad month again.  Overall the loss ratio is 101%.  Donna Heller suggested that pending layoffs could affect the experience since people will be going out to see their doctor before they lose their coverage.  Bordan suggested that layoffs typically include the young people who are generally healthier and therefore it shouldn’t be too bad for the plan experience.  However, the loss of healthier lives definitely results in a 4% shift:  less premium while experience goes up.  Adam suggested that the news of not needing a mid-year increase was better than what was thought before.  Jim French asked Pat & Bordan what the upcoming year was looking like?  Bordan said that Trend was 9%.  Renewal this year could include a conservative approach as well as a less conservative approach because of the $3.3 million month, dependent on whether that month was considered in the 12-month analysis.  Therefore, the range could be anywhere between 7 to 12% increase.  Bordan was charged with the task to show the Executive Committee how the rate increase could be reduced to 5%, 0%, and minus 5%.  Bordan cited the Disease Management Program and said that not enough people are taking part; he suggested there should be incentives for compliance.  In addition, the Wellness program is not utilized enough; perhaps an incentive such as relieving their deductible incrementally if they used Wellness would help them to make the decision to utilize the Wellness program.  Adam asked about the Reserves; he believes the reserve should be at least one additional month of expenses or $2 million.  He also asked if there was something that could be proposed for less expensive Retiree plans as it seems to be a disincentive to retiring when the cost to purchase insurance is so high.  Alternatives will be brought to the Board for consideration.  Health Savings Accts (HSA’s) will be one plan to bring for consideration as they are less expensive.  Adam charged Pat and Bordan with the challenge of bringing back creative alternatives to our next meeting.
9.0 ADJOURNMENT – There being no further business to come before the Board of Directors, it was moved by Phil Brown, seconded by Tom Mancuso, and unanimously approved to adjourn at 11:40 a.m.  Adam suggested that perhaps the Agenda could be reorganized so the consultants could leave earlier rather than having to stay through the minutia of the JPA’s financials/general business.
Respectfully Submitted,

Nancy Panks

Benefits Administrator

Adam Hillman, President

