
   

   
      

SCHOOLS EXCESS LIABILITY FUND 
EXECUTIVE AND FINANCE COMMITTEE MEETING 

MINUTES 
 

Time: Thursday, February 21, 2019, 9:30 A.M.  
 
Location: SELF Office, 1531 I Street, Suite 300, Sacramento, CA, 95814 
  

 
MEMBERS 
Dave George, Chair Area V Representative 
Peter Hardash, Vice Chair Southern California Community Colleges Representative 
Renee Hendrick, Comptroller Area VI Representative 
Karla Rhay, Secretary Area VI Representative 
Michael Gregoryk, Past Chair/Member-at-Large Southern California Community Colleges Representative 
 
ALTERNATES 
David Flores, Liability Claims & Coverage Committee Chair Area II Representative 
Nancy Anderson, Member Services & Communications Committee Chair  Area VI Representative 
Tony Nahale, Workers’ Compensation Claims & Coverage Committee Chair Area VI Representative 
Toan Nguyen, Finance Committee Chair Area VI Representative 
Phil Brown (arrived at 10:00 a.m.) Area II Representative 
Christina Aragon (arrived at 9:39 a.m.) Area VI Representative 
Wael Elatar Area VI Representative 
  
STAFF 
John Falappino Interim Chief Executive Officer 
Bev Wilkinson Interim Chief Fiscal Officer 
Zakiya Jahan Accounting Specialist 
Susan Casey Executive Assistant 
  

I. CALL TO ORDER 
 
Executive Committee Chair Dave George called the joint meeting of the Executive Committee and the 
Finance Committee to order at 9:30 a.m.   

 
II. AGENDA – February 21, 2019 

 
A. Amendments/Adjustments 

 
None. 
 

B. Approval 
 
Hendrick made a motion, seconded by Gregoryk, to adopt the agenda as proposed. 
 
Vote: George – aye 
 Hardash – aye 
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 Hendrick – aye 
 Rhay – aye 
 Gregoryk – aye 
 Flores – aye 
 Anderson – aye 
 Nahale – aye 
 Nguyen – aye 
 Brown – absent during voting 
 Aragon – absent during voting 
 Elatar – aye 
 
Motion passed. 
 

III. MINUTES –January 10, 2019- Finance Committee Minutes 
  - January 11 & 29, 2019 – Executive Committee Minutes 

A. Amendments/Adjustments 
 

There were no amendments to the January 10 Finance Committee minutes. 
 

B. Approval 
 
Hardash made a motion, seconded by Hendrick, to approve the minutes of the January 10 Finance 
Committee as presented. 
 
Vote: George – aye 
 Hardash – aye 
 Hendrick – aye 
 Rhay – aye 
 Gregoryk – aye 
 Flores – aye 
 Anderson – aye 
 Nahale – aye 
 Nguyen – aye 
 Brown – absent during voting 
 Aragon – absent during voting 
 Elatar – aye 
 
Motion passed. 
 

A. Amendments/Adjustments 
 
 George clarified that although the January 11 minutes show him as voting to come out of closed 

session, he was not present at that time.   
 
B. Approval 
 
 Gregoryk made a motion, seconded by Anderson, to approve the minutes of the January 11 and 

January 29 Executive Committee meetings as amended. 
 
Vote: George – aye 
 Hardash – aye 
 Hendrick – aye 
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 Rhay – aye 
 Gregoryk – aye 
 Flores – aye 
 Anderson – aye 
 Nahale – aye 
 Nguyen – aye 
 Brown – absent during voting 
 Aragon – absent during voting 
 Elatar – aye 
 
Motion passed. 

IV. PUBLIC COMMENTS 

 
There were no members of the public who wished to address the Executive Committee and the Finance 
Committee. 

 
V. ACTION ITEMS 

 
A. Accept Investment Report –Second Quarter 2018/2019  

 
Hardash made a motion, seconded by Hendrick, to accept the Second Quarter Investment Report 
as presented. 
 
Interim Chief Fiscal Officer Bev Wilkinson pointed out that the rate of return increased for both 
the excess liability and excess workers’ compensation investment portfolios.  She said the 
accounts now total about $72 million.   
 
Wilkinson noted that the excess liability portfolio is still above $20 million.  She advised that three 
investments will be maturing before the end of 2019, and PFM has been instructed to wait until 
they mature and then invest those funds in LAIF if they are not needed at that time. 
 
Hardash expressed support for investing funds from matured securities in LAIF to take advantage 
of higher short-term yields. 
 
Vote: George – aye 
 Hardash – aye 
 Hendrick – aye 
 Rhay – aye 
 Gregoryk – aye 
 Flores – aye 
 Anderson – aye 
 Nahale – aye 
 Nguyen – aye 
 Brown – absent during voting 
 Aragon – aye 
 Elatar – aye 
 
Motion passed. 

 
B. Accept Financial/Treasurer’s Report Ending December 31, 2018  
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Gregoryk made a motion, seconded by Hardash, to accept the Financial/Treasurer’s Report as 
presented. 
 
Committee members commented that they liked the revised format of the financial report. 
 
Wilkinson said Excess Liability Program’s financial position has improved since the last financial 
report, and she drew attention to Page 6 of the financial report for a summary.  She noted the 
position of the Excess Workers’ Compensation Program declined a bit as more old claims have 
been paid. 
 
Hardash asked where the Excess Workers’ Compensation Program Assessments are reflected.  
Interim Chief Executive Officer John Falappino referred to the balance sheet on Page 5 and 
clarified that the total amount of the assessment was booked as a receivable when the ten-year 
payment plan was implemented. 
 
Wilkinson drew attention to the projections on Page 7.  She said she added a bit more to claims 
expenses to reflect an old claim that was reopened.   
 
George observed that the major difference in the projections appears to be claims expenses, 
reflecting the addition of reserves since June 30.  Wilkinson confirmed that understanding.  
Falappino noted that some reserves were added for past claim years. 
 
Wilkinson said she and Falappino have started to work on the 2019/20 budget, and a preliminary 
version will be ready to present to the Finance Committee in May. 
 
Vote: George – aye 
 Hardash – aye 
 Hendrick – aye 
 Rhay – aye 
 Gregoryk – aye 
 Flores – aye 
 Anderson – aye 
 Nahale – aye 
 Nguyen – aye 
 Brown – absent during voting 
 Aragon – aye 
 Elatar – aye 
 
Motion passed. 
 

C. Accept Investment Compliance Reports – Months Ending December 31, 2018 
and January 31, 2019  
 
Hardash made a motion, seconded by Hendrick, to accept the Investment Compliance Reports as 
presented. 
 
Wilkinson stated that SELF’s investments are in compliance with the investment policy in terms of 
allocations and maturities. 
 
Vote: George – aye 
 Hardash – aye 
 Hendrick – aye 
 Rhay – aye 
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 Gregoryk – aye 
 Flores – aye 
 Anderson – aye 
 Nahale – aye 
 Nguyen – aye 
 Brown – absent during voting 
 Aragon – aye 
 Elatar – aye 
 
Motion passed. 

 
D. Approve 2019/20 Rates  

 
Nguyen made a motion, seconded by Aragon, to approve the 2019/20 rates as recommended. 
 
George commented that he was pleased to have preliminary rates available earlier this year. 
 
Falappino presented rate recommendations for 2019/20. explained how the rates were calculated, 
and discussed the assumptions behind the calculations.  
 
Falappino reviewed the rate-setting objectives for 2018/19 and noted they are still applicable to 
2019/20.  He observed that in addition to adopting adequate rates, SELF wants to provide stable 
rates for members going forward.  He observed that rates increased last year, and increases were 
also substantial the year before.   
 
Falappino displayed a chart showing rates in previous years  He observed that rates were kept 
relatively flat between 2009 through 2016, and then there were dramatic increases, especially in 
the $5 million excess of $5 million layer.  He noted that Page 5 of the written report summarizes 
SELF’s current insurance structure and rates for each layer.   
 
Falappino reviewed and discussed the assumptions listed on Page 6 of the report.  He said he, 
Board Chair Dave George, and Guy Carpenter representatives met in person this year with 
reinsurance representatives to discuss SELF’s current situation and garner their support.  He noted 
that much of the discussion with reinsurers focused on SELF’s programs and resources to prevent 
claims and help members detect claims.  Falappino advised that final reinsurance rates would not 
be available until mid-April.  He observed that reinsurance rates remained relatively stable in 
recent years, but they are projected to increase about 21 percent for 2019/20.  He added that the 
frequency of claims in the excess layers has not increased, but severity has. 
 
Falappino said the proposed rates assume that funding for the $5 million excess of $5 million layer 
will not be less than a 75 percent confidence level.   
 
Falappino proposed keeping the same rate relativity factors used in 2018/19 to differentiate 
between the exposure for K-12 and community college members.   
 
Falappino reviewed recent large claim payments.   
 
Hendrick observed that all insurance companies are raising rates because of large public liability 
losses.   
 
George commented that reinsurers hate surprises, so it is far better to reserve claims early than to 
be penalized by rate increases for unexpected claims later.  He cited a large SAM (sexual 
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abuse/molestation) loss in a southern California district as an example of how a late-reported claim 
had an adverse effect on how reinsurers viewed SELF. 
 
Falappino noted that reinsurers like the quarterly teleconference meetings to discuss claims and the 
fact that the Liability Claims and Coverage Committee is setting reserves earlier.   
 
Falappino drew attention to Page 9 for a summary of 2018/19 premiums and projected 2019/20 
premiums.  He noted that Guy Carpenter has a cap on brokerage fees and refunds excess fees to 
SELF.  He described the likely 2019/20 reinsurance structure and projected rates for each layer. 
 
Falappino discussed options for the $5 million excess of $5 million layer.  He noted that SELF has 
been insuring this layer, and there have been hefty rate increases in recent years. Based on the last 
actuarial report, he proposed increasing rates for this layer by 11.5 percent for 2019/20, to $4.73, at 
a 75 percent confidence level.  He presented a slide showing the funding levels and rates for the 
past several years.  Falappino projected that a $4.73 rate will result in total funding of about $12 
million, sufficient to cover expected losses.  
 
Falappino said another option would be to purchase outside insurance to cover portions of the $5 
million excess of $5 million layer, and there are two or three companies that have expressed 
interest.  He advised that SELF and Guy Carpenter fully explored all the possibilities. 
He noted that he was still negotiating with outside carriers and would have a more definite 
information at the April meeting.  Falappino added that outside insurance could be a viable option. 
 
Nguyen pointed out that SELF could benefit from continuing to fund the $5 million $5 million 
layer if there are no large claims in 2019/20.  Falappino agreed, but noted that it is impossible to 
predict and quantify the risks.  He said there are pros and cons to both approaches. 
 
Falappino advised that Mark Priven, Bickmore Risk Services, will attend the March 1 Board 
meeting to discuss his actuarial report in more detail. 
 
Falappino drew attention to the data on Page 17 showing historic ADA levels.  He noted that ADA 
is especially important in an excess pool, and he recommended working to get to ADA of 3 
million.  He advocated working with underlying JPAs to help them grow, which will result in an 
increase in SELF’s membership.  He said Gormley is developing a list of ten or twelve JPAs and 
districts that SELF can focus its marketing efforts on. 
 
Hendrick noted that public school enrollment is down throughout California, especially in the 
southern part of the state, and this trend is likely to continue.  Gregoryk said this affects 
community college enrollment as well, so community colleges are offering innovative programs 
like dual enrollment to help meet this challenge. 
 
Falappino discussed the rate relativity analysis.  He clarified that the analysis is based on 
exposures, not frequency of claims.  He pointed out that although community colleges do not have 
as many claims as K-12 members, they still have potentially large exposures.  He said reinsurers 
do not distinguish between community college and K-12 members.  He added that community 
colleges benefit from belonging to a larger pool because they would be unable to have the same 
rates if they purchased insurance on their own. 
 
Falappino suggested that SELF examine this issue in July or August rather than coupling this 
discussion with rate-setting.  He recommended having Bickmore provide an actuarial analysis at 
that time, and then making a decision and sticking with it for three years rather than changing the 
relativity factor each year.  He said SELF can do another analysis in 2022 or 2023 to determine 
whether the exposures have changed. 
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Aragon emphasized the need to be sensitive to the concerns of community colleges.  She 
expressed support for revisiting the issue on a regular basis so adjustments can be made.   
 
Elatar recommended analyzing the relativities every three to five years.  Gregoryk noted that if 
something drastic happens in any given year, SELF can meet then and decide if there have been 
changes in exposures. 
 
Hardash recalled that Priven had advised SELF to consider the relativity factor as a component in 
rate-making, and to revisit the calculation every few years or as necessary if there is a shift.  
Committee members expressed support for analyzing the relativity factor every three years. 
 
Falappino referred to Page 21, showing how the proposed 2019/20 rates were calculated.  He 
advised that the relativity factors were applied to the first three layers as was done in 2018/19.  He 
said the recommended rates are $9.87 for K-12 members and $5.85 for community college 
members.  He cautioned that he did not yet have final reinsurance rates or ADA figures for 
community college members.   
 
Falappino recommended setting 2019/20 rates now so members can budget accordingly.  He 
observed that given what is happening at the lower levels because of sexual abuse and molestation 
claims, an increase of less than 15 percent in SELF’s rate is not that bad. 
 
Gregoryk suggested that SELF communicate the increase in the newsletter in a way that will help 
members understand how the increase will affect them.  Committee members pointed out that the 
increase only amounts to $1.27 per ADA for K-12 and .72 cents for community colleges, a 
relatively small portion of most members’ budgets for such a large amount of coverage. 
 
Nguyen observed that Gormley did a good job in her letter to members last year explaining the 
reasons for the large increase. 
 
Nguyen commented that the concept of rate stability should be the paramount principle in rate-
setting.  Other committee members agreed. 
 
Committee members expressed their appreciation to the staff for making this year’s rate-setting 
simple and easy to understand.  George commented that Falappino’s presentation was 
exceptionally clear, and he commended Falappino for a job well done. 
 
Vote: George – aye 
 Hardash – aye 
 Hendrick – aye 
 Rhay – aye 
 Gregoryk – aye 
 Flores – aye 
 Anderson – aye 
 Nahale – aye 
 Nguyen – aye 
 Brown – aye 
 Aragon – aye 
 Elatar –aye 
 
Motion passed.  
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VI. INFORMATION/DISCUSSION ITEMS 
 

A. Chief Fiscal Officer Hiring Update  
 
Wilkinson reported that SELF has been advertising the CFO position in a few new publications.  
She said four new applications had been received so far, and the deadline is March 1.  She indicated 
that she and Falappino will review and screen the applications and will narrow the field by March 
6. 

 
VII. FUTURE MEETINGS 

 
Committee members reviewed the schedule of upcoming meetings. 

 
VIII. ADJOURNMENT 

  
There being no further business, Hardash made a motion, seconded by Anderson, that the meeting be 
adjourned. 
 
Vote: George – aye 
 Hardash – aye 
 Hendrick – aye 
 Rhay – aye 
 Gregoryk – aye 
 Flores – aye 
 Anderson – aye 
 Nahale – aye 
 Nguyen – aye 
 Brown – aye 
 Aragon – aye 
 Elatar – aye 
 
Motion passed.  The meeting was adjourned at 11:26 a.m.  


