
   
      

SCHOOLS EXCESS LIABILITY FUND 
BOARD OF DIRECTORS MEETING 

MINUTES 
 

Time:  Wednesday, October 10, 2018, 1:00 P.M. 
 Thursday, October 11th, 2018, 8:00 A.M. 
 Friday, October 12th, 2018, 8:00 A.M. 
  
Location: Newport Beach Marriott Hotel & Spa, 900 Newport Center Drive, Newport Beach, CA 
       
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 
 
David Flores Area II Representative 
Ryan Robison (Cindy Wilkerson voting on October 12th) Area III Representative 
Craig Schweikhard Area V Representative 
Nancy Anderson Area VI Representative 
Tony Nahale Area VI Representative 
Toan Nguyen (absent October 12th) Area VI Representative 
Steven Salvati Area VI Representative 
Kevin McElroy  Northern California Community Colleges Representative 
 
ALTERNATES 
 
Phil Brown Area II Representative 
Cindy Wilkerson Area III Representative 
Kris Kamandulis Area V Representative 
Deborah Cooksey Area V Representative 
Christina Aragon Area VI Representative 
Fritz Heirich (absent October 12th) Area VI Representative 
George Landon Area VI Representative 
Phil Hillman Area VI Representative 
Wael Elatar Area VI Representative 
Robert Chacon Area VI Representative 
Susan Harrison Northern California Community Colleges Representative 
 
GUESTS 

 
Mark Priven Bickmore Risk Services 
Kevin Wong Gilbert Associates, Inc. 
Steven  Zarandona Guy Carpenter 

 
SELF STAFF 
 
John Falappino Interim Chief Executive Officer 
Debra Fisher Chief Fiscal Officer 
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Lois Gormley  Director of Communications and Member Services 
Jimmy Rowe Director of Claims 
Susan Casey Executive Assistant 

 
 
I. CALL TO ORDER 
 

Board Chair Dave George called the meeting to order at 1:00 p.m.  Executive Assistant Susan 
Casey confirmed the presence of a quorum. 

 
II. INTRODUCTIONS 
 

Board members, alternates, guests, and staff took turns introducing themselves. 
 
III. AGENDA –October 10 - 12, 2018 
 

A. Amendments/Adjustments  
 

None. 
 

B. Approval  
 

Schweikhard made a motion, seconded by Salvati, to adopt the agenda as proposed. 
 
 Vote: George – aye 
  Hardash – aye 
  Hendrick – aye 
  Rhay – aye 
  Flores – aye 
  Robison – aye 
  Schweikhard – aye 
  Anderson – aye 
  Nahale – aye 
  Nguyen – aye 
  Salvati – aye 
  McElroy - aye 
 
 Motion passed. 
 
IV. MINUTES – June 22 & July 18, 2018 
 

A. Amendments/Adjustments  
 

None. 
 

B. Approval 
 

Hendrick made a motion, seconded by Schweikhard, to approve the minutes of the June 22 
and July 18 meetings as presented. 
 

 Vote: George – aye 
  Hardash – aye 
  Hendrick – aye 
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  Rhay – aye 
  Flores – aye 
  Robison – aye 
  Schweikhard – aye 
  Anderson – aye 
  Nahale – aye 
  Nguyen – aye 
  Salvati – aye 
  McElroy - aye 
 

Motion passed. 
 
V. PUBLIC COMMENTS 
 

There were no members of the public who wished to address the Board. 
 
VI. INFORMATION ITEM 
 

A. 2018/2019 Board Strategic Planning Meeting – Discussions of a broad range of topics related 
to SELF 
 
Murphy welcomed everyone to the 2018/2019 strategic planning meeting.  Participants 
discussed a broad range of topics. 

 
RECONVENE 
 
George reconvened the Board meeting at 8:00 a.m. on Friday, October 12, 2018. 

 
VII. ACTION ITEMS  
 

A. Accept Financial Audit – June 30, 2018 
 
Hardash made a motion, seconded by McElroy, to accept the financial audit. 
 
Kevin Wong, Gilbert Associates, Inc., presented the results of the financial audit.  He 
reviewed highlights of the required communications and the audit report. 
 
Wong explained that the required communications document conveys certain information to 
those charged with governance.  He said the first section describes the responsibilities of the 
auditors and the audit opinion.  He explained that management is responsible for preparing 
the financial statements, and the auditors then issue an opinion regarding whether the 
financial statements are fairly stated.  Wong reported that the auditors issued an unmodified 
opinion, the best possible outcome for SELF.  He noted that the audit provided supplemental 
information, consisting of schedules required by the Government Accounting Standards 
Board (GASB) and a management discussion and analysis.   
 
Wong advised that the auditors encountered no disagreements with management regarding 
the audit standards, scope, or interpretations.  He stated that management was very well 
prepared and cooperative.  He added that he would be sending a representation letter asking 
that management confirm that all information requested has been fully disclosed.  
 
Wong indicated that the financial statements contain accounting estimates of claim liabilities, 
collectability of accounts receivable, fair value of investments, and net liabilities.  He said the 
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auditors concluded that all of SELF’s estimates are reasonable in light of industry standards 
and methodology. 
 
Wong noted that the auditors visited SELF during August and September, and the audit was 
conducted as anticipated.  He stated that there were no findings of deficiencies or material 
weaknesses, and there were no adjustments.   
 
Wong drew attention to the management discussion and analysis in the audit on Pages 3 
through 8 of the audit report.  He reviewed the comparative analysis of financial data, and 
pointed out that the chart on Page 8 shows a decrease in net position, reflecting a decrease in 
the Excess Liability Program and an increase in the Excess Workers’ Compensation 
Program.  He said Page 8 provides a comparison between the budgeted amounts and actual 
data.   
 
Wong noted that the detailed financial statements begin on Page 9 of the audit report.  He 
indicated there were a couple large fluctuations from the prior year, primarily because a 
larger proportion of investments are maturing within a year as shown on the balance sheet.  
He said the member assessments receivable for the Excess Workers’ Compensation Program 
decreased, and that trend will continue as members continue to pay down the assessment 
each year.  Wong indicated that the statement for the Excess Liability Program shows a $1.8 
million advance received from the excess carrier in late June, but that amount was paid out in 
July.  He drew attention to Footnote 5, explaining the increase in liabilities.   
 
Wong reviewed the Statement of Revenues, Expenses and Changes in Net Position on Page 
10, and the Statement of Cash Flows on Page 11.  He said Pages 12 through 40 are notes and 
supplemental information.  He referred to Note 5 on Page 22, pertaining to unpaid claim and 
claim adjustment expenses.  He noted that the 2018 column reflects what happened overall 
with claims and exposures since 2017.  He pointed out that exposure increased because of the 
addition of another claim year and a re-evaluation of insured events for prior years, resulting 
in about $19 million in claims liability as of June 30. 2018.  Wong stated that the 
supplementary schedules on Pages 28 and 29 show separate claim data for the Excess 
Liability Program and the Excess Workers’ Compensation Program. 
 
Wong said Pages 31 and 32 provide claims development information over the most recent ten 
years, and Pages 35 through 38 are the Combining financial statements for each program.  He 
noted that Pages 39 and 40 is the independent auditor’s report, indicating there were no 
internal control deficiencies, material weaknesses, or instances of noncompliance. 
 
Wong drew attention to the replacement Page 31 with an updated Row 5 reflecting the 
amount collected from excess insurance against claims payments. 
 
Hendrick asked if a spreadsheet could be prepared showing losses and claim payments by 
layer and policy year.  Interim Chief Executive Officer John Falappino replied that the staff 
was working on a spreadsheet for the $5 million excess of $5 million layer.  He noted that the 
GASB format shows data by claim year.  
 
George thanked Wong for his report. 
 

 Vote: George – aye 
  Hardash – aye 
  Hendrick – aye 
  Rhay – aye 
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  Flores – aye 
  Wilkerson (voting for Robison) – aye 
  Schweikhard – aye 
  Anderson – aye 
  Nahale – aye 
  Nguyen – absent during voting 
  Salvati – aye 
  McElroy - aye 
 

Motion passed. 
 

B. Accept Excess Liability Program Actuarial Analysis 
 

Anderson made a motion, seconded by Hardash, to accept the Excess Liability Program 
actuarial analysis. 

 
Mark Priven, Bickmore Risk Services, reviewed the results of the actuarial analysis for the 
Excess Liability Program as of June 30, 2018.  He noted that the actuaries look at the Excess 
Liability Program twice a year. 
 
Priven reported that although there was little activity in the $4 million excess of $1 million 
layer, but there was a slight overall increase.  He presented a slide showing case reserves, 
IBNR, and claims administration liability for $5 million excess of $5 million layer and 
pointed out that there was a large increase in case reserves.   
 
Priven indicated that there was an increase in IBNR of about $3 million since last year, but a 
substantial increase, more than double, compared to four or five years ago.  Priven advised 
that not only is SELF receiving some very large claims, but also certain claims like sexual 
abuse and molestation are filed much later than other types of claims and thus becomes part 
of the SELF layer years after the fiscal year has ended. 
 
Priven compared actual incurred versus expected losses and observed that overall activity 
was close to what was expected.  He presented a chart showing losses by policy year and date 
of reporting.  He said there were no losses reserved in the SELF layer for the most recent 
year, but that will likely change as more claims are reported that penetrate excess layers.  He 
commented that SELF currently averages about $3.5 million in losses per year, which 
appears to be the “new normal.”  
 
Priven displayed a chart showing liabilities at different net present values and confidence 
levels.   
 

 Vote: George – aye 
  Hardash – aye 
  Hendrick – aye 
  Rhay – aye 
  Flores – aye 
  Wilkerson (voting for Robison) – aye 
  Schweikhard – aye 
  Anderson – aye 
  Nahale – aye 
  Nguyen – absent during voting 
  Salvati – aye 
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  McElroy - aye 
 

Motion passed. 
 

C. Accept Excess Workers’ Compensation Program Actuarial Analysis  
 
Hardash made a motion, seconded by Hendrick, to accept the Excess Workers’ 
Compensation Program actuarial analysis.   
 
Priven reviewed the results of the actuarial analysis of the Excess Workers’ Compensation 
Program as of June 30, 2018.  He indicated that the actuaries analyze this program once a 
year. 
 
Priven reported that the Excess Workers’ Compensation Program is doing well.  He noted 
that case reserves and IBNR are decreasing as claims are closed, a positive trend.  He 
indicated that claims administration expenses went up as a result of SELF’s reallocation of 
expenses between the liability and workers’ compensation programs.  Falappino explained 
that reallocation was done after the Finance Committee asked the staff to look at the amount 
of time actually spent on the two programs. 
 
Priven displayed a chart showing net present values and confidence levels.  He noted that the 
program is currently funded at an 85 percent confidence level.   
 
Priven reported that the assessment plan is working well and will provide adequate funding 
when the remaining amounts are collected over the next five years.  He observed that 
members are paying assessments at fixed rates, but losses are coming in lower than expected, 
improving the overall health of the program. 
 
Falappino stated that SELF analyzed the program six years ago to determine an adequate 
level of funding during the run-off of the program, and a ten-year assessment plan was 
adopted.  He reported that the assessment plan was revisited this year to determine if 
adjustments need to be made for the next four years, and the results show that the current 
level of assessments should be continued in order to ensure sufficient funds to pay all claims.  
He noted that the program was funded at a 65 percent confidence level five years ago, and if 
the current assessment plan is continued, it will increase confidence levels to almost 100 
percent during the remaining years.  Falappino added that if any money is left after all claims 
are paid, the surplus will be refunded proportionately to program members. 
 
Hardash noted that when SELF began assessing program members, assessments were 
determined on a year-to-year basis, and the amounts fluctuated, making it difficult for 
members to plan and budget.  After a series of meetings with member districts, he said, SELF 
was able to implement a fixed-rate assessment, with the expectation that the plan would be 
revisited after the first five years.  He commented that the recent analysis shows that the 
current fixed-rate plan is working well and should be continued without adjustments at this 
time. 
 
Falappino advised that he will be bringing a recommendation to the Board at the next 
meeting to continue the current assessment program. 

 
Priven reviewed open claims and incurred losses by policy year. 
 
George thanked Priven for his report. 
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Vote: George – aye 

  Hardash – aye 
  Hendrick – aye 
  Rhay – aye 
  Flores – aye 
  Wilkerson (voting for Robison) – aye 
  Schweikhard – aye 
  Anderson – aye 
  Nahale – aye 
  Nguyen – absent during voting 
  Salvati – aye 
  McElroy - aye 
 

Motion passed. 
  

D. Create Ad-Hoc Election Committee 
 
Hendrick made a motion, seconded by Hardash, to appoint an ad hoc Election Committee. 
 
Director of Communication and Member Services Lois Gormley noted that half of the Board 
members’ terms expire every two years.  She advised that David Flores, George Linn, Dave 
George, Nancy Anderson, Renée Hendrick, Karla Rhay, Mario Rodriguez, and Michael 
Gregoryk are all up for re-election in 2019.  She recommended appointing an ad hoc 
committee to certify the results of the election, and she welcomed volunteers. 
 
Salvati, Schweikhard, and Wilkerson volunteered to serve on the ad hoc committee.  
Gormley indicated that she would be sending an email to the individuals up for re-election to 
find out if they were interested in running again. 
 
 
Vote: George – aye 

  Hardash – aye 
  Hendrick – aye 
  Rhay – aye 
  Flores – aye 
  Wilkerson (voting for Robison) – aye 
  Schweikhard – aye 
  Anderson – aye 
  Nahale – aye 
  Nguyen – absent during voting 
  Salvati – aye 
  McElroy - aye 
 

Motion passed. 
 
 

VIII. CONSENT ITEMS 
 

A. Accept Treasury Report Ending June 30, 2018 
B. Accept Financial Report Ending June 30, 2018 
C. Accept Investment Report – Fourth Quarter 2017/2018 
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D. Accept Investment Compliance Report – Month Ending April 30, 2018, May 31, 2018, 
June 30, 2018, July 31, 2018 & August 31, 2018 

E. Approve CPS HR Consulting Contract 
 

Hardash made a motion, seconded by Schweikhard, to approve the Consent Calendar. 
 

 Vote: George – aye 
  Hardash – aye 
  Hendrick – aye 
  Rhay – aye 
  Flores – aye 
  Wilkerson (voting for Robison) – aye 
  Schweikhard – aye 
  Anderson – aye 
  Nahale – aye 
  Nguyen – absent during voting 
  Salvati – aye 
  McElroy - aye 
 

Motion passed. 
 

IX. CLOSED SESSION 
 

Hardash made a motion, seconded by Anderson, to adjourn to closed session for the purpose of 
discussing pending claims. 
 

 Vote: George – aye 
  Hardash – aye 
  Hendrick – aye 
  Rhay – aye 
  Flores – aye 
  Wilkerson (voting for Robison) – aye 
  Schweikhard – aye 
  Anderson – aye 
  Nahale – aye 
  Nguyen – absent during voting 
  Salvati – aye 
  McElroy - aye 
 

Motion passed.  The Board adjourned to closed session at 9:34 a.m. 
 
A. Liability Claim:  

1. Doe, et. al. v. Riverside USD 
2. Navarrete v. Pierce JUSD 

 
At the conclusion of the closed session, Hardash made a motion, seconded by Flores, to resume the 
open meeting. 
 

 Vote: George – aye 
  Hardash – aye 
  Hendrick – aye 
  Rhay – aye 
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  Flores – aye 
  Wilkerson (voting for Robison) – aye 
  Schweikhard – aye 
  Anderson – aye 
  Nahale – aye 
  Nguyen – absent during voting 
  Salvati – aye 
  McElroy - aye 
 

Motion passed.  The open meeting was resumed at 10:16 a.m. 
 
George said no reportable action was taken in closed session; instructions were given to staff. 

 
X. CHAIR’S REPORT 
 

George indicated that CPS HR Consulting will be helping SELF advertise and screen applicants for 
the CEO position.  He estimated that the entire process will take a few months.   
 
A Board member asked if the job description could be tailored to include some of the ideas 
discussed at the strategic planning session.  George said he will be working with Michelle Murphy 
and the staff to summarize the key recommendations and develop an implementation plan. 
 
George thanked Board members, alternates, guests, and staff for their participation. 
 

XI. FUTURE MEETINGS 
 

The Board reviewed the scheduled of upcoming meetings. 
 
XII. ADJOURNMENT 
 

There being no further business, Salvati made a motion, seconded by McElroy, that the meeting 
be adjourned. 
 

 Vote: George – aye 
  Hardash – aye 
  Hendrick – aye 
  Rhay – aye 
  Flores – aye 
  Wilkerson (voting for Robison) – aye 
  Schweikhard – aye 
  Anderson – aye 
  Nahale – aye 
  Nguyen – absent during voting 
  Salvati – aye 
  McElroy - aye 
 

Motion passed.  The meeting was adjourned at 10:17 a.m. 


