Approved: March 27, 2025

LIABILITY PROGRAM COMMITTEE MEETING
ACWA JPIA

2100 Professional Drive

Roseville, CA 95661

YOUR BEST PROTECTION
September 25, 2024

MEMBERS PRESENT

Chair: Randall Reed, Cucamonga Valley Water District

Vice-Chair: Chris Kapheim, Kings River Conservation District

Terri Daly, Yuba Water Agency (via Zoom)

Brenda Dennstedt, Western Municipal Water District (via Zoom)

Peter Kuchinsky, Vista Irrigation District (via Zoom)

Marc Limas, Alta Irrigation District

Kevin Phillips, Paradise Irrigation District

Jace Schwarm, San Dieguito Water District (via Zoom; arrived at 3:16 p.m.)

MEMBERS ABSENT

Dennis Gambs, Zone 7 Water Agency

STAFF PRESENT

Chief Executive Officer: Adrienne Beatty

Erin Bowles, Workers’ Compensation Claims Manager
Chimene Camacho, Senior Executive Assistant to the CEO
Debbie Cruz, Lead Member Services Representative

David deBernardi, Director of Finance

Robert Greenfield, General Counsel

Jennifer Jobe, Director of Pooled Programs

Erik Kowalewski, Information Technology Manager

Jillian Sciancalepore, Administrative Assistant lll (Recording Secretary)
Dan Steele, Finance Manager

Kayla Villa, Litigation Manager

Tony Waterford, Human Resources Manager

Nidia Watkins, Member Services Representative Il (via Zoom)

OTHERS IN ATTENDANCE

David Drake, Rincon del Diablo Municipal Water District

Szu Pei Lu-Yang, Rowland Water District

Melody McDonald, San Bernardino Valley Water Conservation District
Scott Ratterman, Calaveras County Water District

J. Bruce Rupp, Humboldt Bay Municipal Water District

David Wheaton, Citrus Heights Water District

Joe Davis, Yuba Water Agency (via Zoom)
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Tracy Fleck, Aon

Jennifer Hetzel, Aon (via Zoom)

Edward Lyons, Cachuma Operation and Maintenance Board
Joel Metzger, Utica Water and Power Authority (via Zoom)
Alex Tokar, Aon (via Zoom)

WELCOME, CALL TO ORDER, ANNOUNCEMENT OF QUORUM, AND
INTRODUCTIONS

Chair Reed welcomed everyone in attendance and called the meeting to order at 3:00
p.m. He announced there was a quorum. He requested the Liability Program
Committee, Executive Committee, staff, and others in attendance to introduce
themselves.

PLEDGE OF ALLEGIANCE

Chair Reed led the Pledge of Allegiance.
ANNOUNCEMENT OF RECORDING OF MEETING

Chair Reed announced that the meeting would be recorded to assist in preparation of
minutes. Recordings are kept 30 days following the meeting, as mandated by the Ralph
M. Brown Act.

PUBLIC COMMENT

Chair Reed noted that, as the agenda stated, members of the public would be allowed
to address the Liability Program Committee on any agenda item prior to the
Committee’s decision on that item. Comments on any issues on the agenda, or not on
the agenda, were also welcome. None were noted.

ADDITIONS TO OR DELETIONS FROM THE AGENDA

Chair Reed asked for any additions to, or deletions from, the agenda. None were noted.

I. CONSENT AGENDA

Chair Reed called for approval of the Consent Agenda:

M/S/C (Phillips/Limas) (Phillips-Yes; Limas-Yes; Kuchinsky-Yes;
Dennstedt-Yes; Daly-Yes; Kapheim-Yes; Reed-Yes): That the Liability
Program Committee approve the minutes of the March 20, 2024, meeting,
as presented.

II. ADMINISTRATION

Report on Meetings Attended on Behalf of the JPIA
None.

III. PROGRAM UPDATES

Review of Litigated Claims Data
Ms. Villa’s presentation focused on active litigated claims managed by outside counsel,
with a team of seven law firms handling various cases. Significant incidents, such as
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deaths, major infrastructure failures resulting in significant property damage, or
agricultural claims often prompt early involvement of outside counsel due to the need to
bring on an expert to establish confidentiality immediately.

Ms. Villa stated that over the past ten years, the number of litigated claims has shown a
stable trend, despite fluctuations in specific years. Currently, there are 92 cases
assigned to outside counsel, nearly double the 54 cases in 2019. A temporary dip in
2022 was attributed to the post-COVID environment. The backlog in the court system
has resulted in longer case durations, with some claims pending resolution for years.

Ms. Villa further discussed that active litigation involves 55 of the 92 cases, with notable
delays in settlements due to various factors, such as waiting on information from
Medicare or the courts. A significant portion of the active claims stems from recent
floods in 2023, which resulted in numerous plaintiffs.

Lastly, Ms. Villa and Mr. Greenfield stated that there is an ongoing effort to understand
the average length of time claims remain open, and the cost trends, expense, and
indemnity affiliated with the claims.

State of the Market Update

Jennifer Hetzel, Aon Assistant Vice President, informed the Committee that the current
market remains challenging, with an average renewal rate increase of 12.3%. She
stated that we continue to trade in a “two-tiered” market which has led to greater rate
increases for high-risk exposures. Insurers are adjusting their portfolios by reducing
capacity and raising minimum premiums along with attachment points. Additionally,
carriers anticipate an 8-10% growth in loss reserves due to factors such as medical
inflation and increasing litigation costs, which are likely to impact rates negatively.
Specific areas of concern include PFAS, wildfires, traumatic brain injuries, and lithium
batteries, prompting more stringent underwriting inquiries. Lastly, in the second quarter,
clients with a $5 million attachment, which is where ACWA JPIA falls, experienced an
average rate increase of 9.3%, while their peers saw an increase of 11.9%.

IV. COVERAGE AND CONTRIBUTIONS

Review and Provide Recommendation Regarding the 2024-25 Memorandum of
Coverage (MOQ)

Ms. Jobe reviewed the proposed language staff recommended for approval to further
clarify the necessary programmatic updates including dates and coverage structure
along with clarifying language relative to addressing any 60-day requirement for a
notification of any new operations or services which could impact coverage.

M/S/C (Phillips/Kapheim) (Schwarm-Yes; Phillips-Yes; Limas-Yes;
Kuchinsky-Yes; Dennstedt-Yes; Daly-Yes; Kapheim-Yes; Reed-Yes): That
the Liability Program Committee recommends that the Executive
Committee approve the revisions to the Liability Memorandum of
Coverage, effective October 1, 2024.
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Review and Provide Recommendation Regarding the 2024-25 Liability Program
Reinsurance Renewal and Excess Policies

Ms. Jobe explained that despite a challenging environment in the public entity liability
market, the JPIA's renewal surpassed expectations with rate adjustments between
1.25% and 4%, significantly lower than the general trend of over 10% increases for
most public entities. The estimated total cost for excess and reinsurance coverage,
including CWIF at the $10M x $10M layer, is approximately $10.5 million, marking a
nearly 15% increase from the previous year, mainly driven by a 6.8% rise in estimated
payroll. Excluding payroll and broker fees, the overall rate increase is only 1%.

Ms. Jobe additionally stated that the cost for the $10M x $10M CWIF layer has risen
from approximately $2.5 million to $2.9 million, largely due to adverse loss
developments. Transferring this risk to a reinsurance carrier would incur an estimated
cost of $5.4 million, making retention of the risk more favorable.

Ms. Jobe informed the Committee that within the $10M excess of $20M layer, three of
the four incumbent carriers provided favorable renewal quotes. The three carriers
providing favorable renewal quotes included Everest, Applied, and Upland, all of whom
increased their capacity to fill the gap left from the carrier who provided a less than
favorable quote.

Lastly, Ms. Jobe stated that the strategic use of CWIF has enhanced the Program’s
equity potential and strengthened ACWA JPIA’s reputation in the insurance industry.

M/S/C (Schwarm/Kuchinsky) (Schwarm-Yes; Phillips-Yes; Limas-Yes;
Kuchinsky-Yes; Dennstedt-Yes; Daly-Yes; Kapheim-Yes; Reed-Yes): That
the Liability Program Committee recommends that the Executive
Committee approve the reinsurance and excess terms, conditions, and
premiums as presented, effective October 1, 2024.

Actuarial Update

Tracy Fleck, Aon Senior Consultant and Actuary, provided an extensive overview of the
Liability Program Actuarial as of June 30, 2024. One main takeaway was that the
Program’s outstanding losses decreased by $7.3 million from September 30, 2023, to
September 30, 2024, due to several large payments being made to remove liabilities,
along with the decrease in projected ultimate losses for 2022-23 and prior.

Additionally, Ms. Fleck informed the Committee that the Program’s funding loss rate
increased by 4% from 2023-24 (prior study) to 2024-25 (current study), which in
comparison to the rest of the current environment experiencing double digits, is a
favorable result.

Lastly, Ms. Fleck stated that due to the Program’s high self-insured retention history,
one way or the other, few claims drive a majority of the losses.
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Review and Provide Recommendation Regarding the October 1, 2024, Member
Contributions

Mr. DeBernardi provided three rate options for consideration and listed them as
follows:

Option 1 presented pricing with no change. In this scenario the Rate of Deposit
Contribution to Payroll (line 16) remains unchanged. Under this option Retrospective
Contribution Adjustments (line 3) would result in $1.45 million additional funds being
assessed to members.

Option 2 presented a 5% increase to the Rate of Deposit Contribution to Payroll (line
16). Under this option, Retrospective Contribution Adjustments (line 3) would result in
$566 thousand returned funds to members.

Option 3 presented a 7.5% increase to the Rate of Deposit Contribution to Payroll (line
16). Under this option, Retrospective Contribution Adjustments (line 3) would result in
$1.578 million returned funds to members.

M/S/C (Schwarm/Kapheim) (Schwarm-Yes; Phillips-Yes; Limas-Yes;
Kuchinsky-Yes; Dennstedt-Yes; Daly-Yes; Kapheim-Yes; Reed-Yes): That
the Liability Program Committee recommends that the Executive
Committee approve option 3 — a 7.5% rate increase in member
contributions, effective October 1, 2024.

V. STAFF UPDATES

Liability Claims Department Update

Mr. Greenfield presented current Liability Program data and trends with special focus on
the correlation between the Program’s number of members and the actual payroll
amounts steadily increasing. He also emphasized that the average claim size in relation
to inflation adjusted average loss has steadily been trending downward since the 2018-
19 program year.

Mr. Greenfield highlighted that since ACWA JPIA is a public entity, claims must be
submitted within six months from the date of loss, which plays a factor in the Incurred
But Not Reported (IBNR) loss values. He attributed much of the success of the program
to the working relationship that the Risk Management department has with the Claims
department, along with positive/timely communication with our members.

Mr. Greenfield informed the Committee that we are also researching new claims
software that utilizes the benefits of Al and predictive analysis, which will integrate our
historical data to predict future exposure and utilize an external database to expand the
data and trends impacting settlements and verdicts.
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Director of Pooled Programs Update

Ms. Jobe provided an update regarding implementation of the Insurance Data
Management System (IDMS) including October 1, 2024, Liability Program member
contribution invoicing, and issuance of certificates.

Ms. Jobe reviewed the partnerships with FM Global and Aegis, informing the Committee
that the FM high-value program is already growing, the Claims and Member Services
departments were provided with an FM policy review, and the new asset management
application, Risk Star, is in the process of being implemented.

Lastly, Ms. Jobe informed the Committee that the Employee Benefits Department is
preparing for Open Enroliment, beginning in October.

VI. UPCOMING MEETINGS

There are no additional meetings scheduled for the remainder of the year. The Liability
Program Committee is scheduled to meet next on March 27, 2025, at 3:00 p.m.

The Liability Program Committee meeting adjourned at 4:50 p.m.
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