CSAC EXCESS A Al

INSURANCE AUTHORITY oA et vt it
A Public Agency

June 17, 2010

TO: Members, Primary General Liability Program
FROM: Gina Dean, Chief Operating Officer

SUBJECT: Proposed Amendments to the Primary General Liability (PGL) Program
Memorandum of Understanding (MOU)

The PGL MOU was last amended in 2005. Since then, changes have become
necessary due to the EIA/CPEIA restructure. In 2006, when the other Program MOUs
were amended for the restructure, we didn't amend the PGL Program MOU because
multi-year commitments had been executed by all of the members. Those
commitments are set to expire this year. Therefore, the EIA has now done a complete
review of the document for necessary changes.

At the May 27, 2010 meeting, the PGL Committee reviewed the proposed amendments
to the MOU. At the Committee’s direction, the proposed amendments are being
distributed with this memorandum to the members and County Counsels for review and
comment on the proposed changes. The proposed changes are shown in redline text to
indicate insertions and strikeout text to indicate deletions. Since there are so many
proposed amendments, it is a bit difficult to read in this format. A clean copy of the
document with the proposed changes has also been included for your convenience.
Most of the recommended changes are related to the 2006 restructure. We are also
recommending additional changes to clean up the document and create uniformity with
other EIA documents where possible. Below is a summary of additional recommended
changes:

. Provisions for the Program Committee have been amended to include the two
alternate seats. A provision has also been added so that if we cannot obtain
enough PGL Program members to serve on the Committee, which has been a
problem, the Executive Committee can appoint members from the GLI Program to
serve on the PGL Committee. We currently have vacancies in both alternate
positions. We have made several requests for interest in serving on the
Committee, but have not had any volunteers.
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A new section has been added regarding cost allocation. The language is broad
and outlines the general parameters. However, the PGL Committee continues to
have authority over the cost allocation.

A new section has been added regarding Dividends and Assessments. There is
currently no provision in the PGL MOU and we believe one is necessary,
especially since a dividend will be considered by the Committee next year.

A new section has been added regarding Closure of Policy Periods. This is
necessary with the inclusion of the Dividend and Assessment provisions.

The addition of a new section for Late Payments. In March 2006, the Board of
Directors adopted revisions to the Resolution Adopting an Invoicing and Payment
Policy, which outlines the policy for late payment of EIA invoices, including a
provision that a member may be given a 10-day written notice of cancellation, at
the discretion of the Executive Committee. Although this policy is documented
elsewhere, this provision has been added to the MOU to ensure the members of
the Program are aware of it.

Added language to the Amendment provision to state that each member must
execute amendments to the MOU, and failure to do so will effectively result in
withdrawal from the Program. This is a provision that has been added to the other
Program MOUSs as they have come up for amendment.

The EIA’s Legal Counsel, Steve Underwood from Santa Barbara County, has reviewed
the proposed amendments and indicated there are no legal issues with the suggested
changes.

We are asking the members to review the proposed amendments to the MOU and
provide any comments or suggestions to me no later than Friday, September 17,
2010. Based upon comments received through this process, it is anticipated that the
PGL Committee will make a final decision to approve the amended MOU, as presented
or with further modifications, in October 2010.

If you have any questions regarding the proposed amendments or the amendment
process, please call me at (916) 850-7300.

Enclosure

CC:

Nazie Arshi, Alliant Insurance Services
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PRIMARY LIABILITY PROGRAM

MEMORANDUM OF UNDERSTANDING

PRIMARY GENERAL LIABILITY PROGRAM

This Memorandum of Understanding (hereinafter “Memorandum”) is entered into by and
between the CSAC_-Excess Insurance Authority (hereinafter referred-te-as-the-"Authority”)
and the participating eeunties—members of the Primary General Liability Program
(hereinafter “PGL"), consisting of counties and other public entities (hereinafter “Public

Entity”) who are signatories to this Memorandum.

12. JowrPoweRSAcGREEMENT-JOINt Powers Agreement. Except as otherwise
provided herein, all terms used herein shall be as defined in Article 1 of the Joint
Powers Agreement Creating the CSAC Excess Insurance Authority (hereafter
“Agreement”).  Provisions of any applicable coverage agreement and all other
provisions of the Agreement not in conflict with this Memorandum shall be applicable.

23. ESTABLISHING-OFGovERNING-ComMMiTTEE—Program Committee. There is_hereby

established a PGL Committee (hereinafter referred to as “Committee™ comprised of
seven (7) members, five (5) of which shall be voting members and two (2) shall be
alternates who vote in the absence of the voting members. FhePGL Committee
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(hereinafter referred to as "Committee") shall consist of five (6} members. Except as

otherwise provided herein, said the Committee shall have full authority to determine all
matters affecting the PGL and its members, including, but not limited to, approval of
new members, premium/rate setting and review of claims. The Committee has authority
to settle all claims affecting the PGL, however, the Committee may delegate any or all
of this authority as it deems appropriate to the Chair or staff.

The Executive Committee of the Authority shall appoint all Committee members, to be
selected from members in _the Program. One seat on the Committee shall be
designated for a Public Entity representative appointed by the Executive Committee. If
there_are no Public Entity nominees from the PGL membership for the Public Entity
seat, the Executive Committee shall appoint the Committee _member _from counties

participating in the PGL. Feu#(4)—membeps—sha#be45eleeted#emeeumes—pame+panhg4n

remammg—pe&ttensen—th&@emnmttee—lf for any reason, there are Iess than seven (7)

nominees from members in the PGL, the Executive Committee shall appoint from
members in the General Llabllltv I Proqram suff|C|ent to constltute the Commlttee

The terms of the members of the Commlttee shaII be for two (2) years, except for the

Public Entity representative_and the alternates whose terms shall be for one (1) vear.
The expiration dates of the two-year appointments shall be staggered so that terms of
no_more _than three (3) members will expire at any one time. The Committee will
annually, at its first meeting of the calendar year, select its officers, consisting of a Chair
and Vice-Chair.

———¢&——The Committee, —when necessary to fulfill the purposes of this

Memorandum, shall meet on the call of the Chair of the eemmittee-Committee as provided
in Article 12 of the Agreement and Article VI of the Bylaws of the Authority (hereinafter
referred to as the "Bylaws").

d. A majority of the members of the Committee shall constitute a quorum for the
transaction of business. Except as otherwise provided herein, all actions of the Committee
shall require the affirmative vote of a majority of the members of the Committee.

e. Any meeting of the Committee shall be subject to the applicable provisions of
Government Code 8§ 54950 et seq., commonly known as the “Brown Act.”
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3. Premiums. The participating members, in accordance with the provisions of
Article 14 of the Agreement, shall be assessed an annual premium ferthe-purpose-of to
funding the PGL. The Committee shall establish aAnnual premium contributions,

including administrative costs associated with the PGL. shall be—establishedby—the
Committee-

4. Cost Allocation. Each member’s share of annual premium shall be determined
based on their actuarially determined expected losses. If the Committee determines that
because of the size of the member, an individual actuarial analysis of the member’s loss
experience is unavailable or inappropriate, expected losses will be estimated based on
the_ member’'s estimated payroll and an average program rate. The Committee may
from time to time approve adjustments or modifications to the cost allocation formulas.

5. Dividends and Assessments. As a general rule, the annual premium, as
determined by the Committee, shall be established at a level which shall-provides
adequate overall funding for the purchase of insurance or pooling of risk without the
need for adjustments to past policy period(s) in the form of dividends and assessments.
Should the Program for any reason not be adequately funded, except as otherwise
provided herein, pro-rata assessments to the participating members may be utilized in
accordance with the provisions of Article 14(b)(3) of the Agreement. Dividends may
also be declared as deemed appropriate by the Committee.

6. Closure of Policy Periods. Claims for all program years, rather than individual
years, shall be pooled. Notwithstanding any other provision of this MOU, provisions of
the General Liability | Program Memorandum of Understanding regarding closure of
policy periods is incorporated herein and shall apply to this MOU.

7. Certificate of Coverage. The Authority shall issue a Certificate of Coverage to the
members setting forth the terms and conditions of coverage under the PGL. The form of
the Certificate shall follow, except as otherwise set forth in the Certificate, the coverage of
the General Liability | Program Memorandum of Coverage. Except as otherwise provided
herein or in the Agreement, the Certificate is controlling with respect to the actions of the
members under this Memorandum.

8. Claims Administration. The Authority will be responsible for al-handling ef-all
claims affecting the PGL. The Committee shall approve at least two (2) third party claims
administrators to provide claims services to members of the PGL. Members may select
the claims administrator they will utilize from those authorized by the Committee. The
agreements with the claims administrators to provide claims administration services
may grant rights or impose duties and obligations on the members. Copies of
agreements currently in_effect or subsequently entered into by the Authority shall be
provided to members upon request.
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94. Application to the Program._All applications to join the PGL will be evaluated
and subject to approval by the Committee. Any entity which makes application to
become a participating member of the PGL who is not already a participating member in
the Authority must also be approved in accordance with the provisions of Article 19 of
the Agreement.——

5 —10. Withdrawal and/or Cancellation from the Program. Withdrawal of a
member from the PGL shall be in accordance with the provisions of Article 20 or 21 of
the Agreement. WAFHBRAWALFROM-FHEPROGRAM——

b The PGL may from time to time enter into multiple year insurance and/or
reinsurance agreements. The Committee may require current members and new
members to agree to remain in the PGL for the duration of the multiple

year agreements by executing an “Extended Commitment Period” Addendum to this MOU.
Any PGL member that fails to execute any “Extended Commitment Period” Addendum will
be considered to have withdrawn from the pregram-PGL effective on the next annual
renewal date.

11. Late Payments. Notwithstanding any other provision to the contrary regarding late
payment of invoices or cancellation from a Program, at the discretion of the Executive
Committee, any member that fails to pay an invoice when due may be given a ten (10) day

written notice of cancellation.

#12. Resolutions of Disputes. Any question or dispute with respect to the rights and

obligations of the parties to this Memorandum regarding-settlements-and-coverage-shall be
determined by-the-Cemmitteein_accordance with Article 31 of the Agreement, Dispute
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Resolutlon It is the intent of this provision that there will be mutual agreement on

136. Amendment-ef-Memeranddm. _This Memorandum may be amended by a
majority vote of the Committee and signature on the Memorandum by the member’s
designated representative who shallhave—audtherity is authorized to execute this
Memorandum. Should a member of the pregram-PGL fail to execute any amendment to
this Memorandum within the time provided by the Committee, the member will be deemed

to have withdrawn from the PGL as-efthe-end-of the-policy-period:

on the next annual renewal date which is beyond any applicable commitment period.

141. Complete Agreement.—— Except as otherwise provided herein, this
Memorandum constitutes the full and complete agreement of the members.

152. Severability. Should any provision of this Memorandum be judicially
determined to be void or unenforceable, such determination shall not affect any remaining
provision.

163. Effective Date._——This Memorandum,—as—amended; shall become effective on
the date of coverage for the member or upon approval by the Committee of any
amendment, whichever is later.
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174. Execution in Counterparts. _This Memorandum may be executed in several
counterparts, each of which shall be an original, all of which shall constitute but one and
the same instrument.

In Witness Whereof, the undersigned have executed this Memorandum as of the
date set forth below.

Dated:

CSAC Excess Insurance Authority

Dated:

Member Entity
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MEMORANDUM OF UNDERSTANDING
PRIMARY GENERAL LIABILITY PROGRAM

This Memorandum of Understanding (hereinafter “Memorandum?”) is entered into by and
between the CSAC Excess Insurance Authority (hereinafter "Authority”) and the
participating members of the Primary General Liability Program (hereinafter “PGL”"),
consisting of counties and other public entities (hereinafter “Public Entity”) who are
signatories to this Memorandum.

1. Joint Powers Agreement. Except as otherwise provided herein, all terms used
herein shall be as defined in Article 1 of the Joint Powers Agreement Creating the
CSAC Excess Insurance Authority (hereafter “Agreement”).  Provisions of any
applicable coverage agreement and all other provisions of the Agreement not in conflict
with this Memorandum shall be applicable.

2. Program Committee. There is hereby established a PGL Committee
(hereinafter referred to as “Committee”) comprised of seven (7) members, five (5) of
which shall be voting members and two (2) shall be alternates who vote in the absence
of the voting members. Except as otherwise provided herein, the Committee shall have
full authority to determine all matters affecting the PGL and its members, including, but
not limited to, approval of new members, premium/rate setting and review of claims.
The Committee has authority to settle all claims affecting the PGL, however, the
Committee may delegate any or all of this authority as it deems appropriate to the Chair
or staff.

The Executive Committee of the Authority shall appoint all Committee members, to be
selected from members in the Program. One seat on the Committee shall be
designated for a Public Entity representative appointed by the Executive Committee. If
there are no Public Entity nominees from the PGL membership for the Public Entity
seat, the Executive Committee shall appoint the Committee member from counties
participating in the PGL. If, for any reason, there are less than seven (7) nominees from
members in the PGL, the Executive Committee shall appoint from members in the
General Liability | Program sufficient to constitute the Committee.

The terms of the members of the Committee shall be for two (2) years, except for the
Public Entity representative and the alternates whose terms shall be for one (1) year.
The expiration dates of the two-year appointments shall be staggered so that terms of
no more than three (3) members will expire at any one time. The Committee will
annually, at its first meeting of the calendar year, select its officers, consisting of a Chair
and Vice-Chair.
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The Committee, when necessary to fulfill the purposes of this Memorandum, shall meet
on the call of the Chair of the Committee as provided in Article 12 of the Agreement and
Article VI of the Bylaws of the Authority (hereinafter referred to as the "Bylaws").

A majority of the members of the Committee shall constitute a quorum for the
transaction of business. Except as otherwise provided herein, all actions of the
Committee shall require the affirmative vote of a majority of the members of the
Committee. Any meeting of the Committee shall be subject to the applicable provisions of
Government Code § 54950 et seq., commonly known as the “Brown Act.”

3. Premiums. The participating members, in accordance with the provisions of
Article 14 of the Agreement, shall be assessed an annual premium to fund the PGL.
The Committee shall establish annual premium contributions, including administrative
costs associated with the PGL.

4, Cost Allocation. Each member’s share of annual premium shall be determined
based on their actuarially determined expected losses. If the Committee determines that
because of the size of the member, an individual actuarial analysis of the member’s loss
experience is unavailable or inappropriate, expected losses will be estimated based on
the member’s estimated payroll and an average program rate. The Committee may
from time to time approve adjustments or modifications to the cost allocation formulas.

5. Dividends and Assessments. As a general rule, the annual premium, as
determined by the Committee, shall be established at a level which provides adequate
overall funding for the purchase of insurance or pooling of risk without the need for
adjustments to past policy period(s) in the form of dividends and assessments. Should
the Program for any reason not be adequately funded, except as otherwise provided
herein, pro-rata assessments to the participating members may be utilized in
accordance with the provisions of Article 14(b)(3) of the Agreement. Dividends may
also be declared as deemed appropriate by the Committee.

6. Closure of Policy Periods. Claims for all program years, rather than individual
years, shall be pooled. Notwithstanding any other provision of this MOU, provisions of
the General Liability | Program Memorandum of Understanding regarding closure of
policy periods is incorporated herein and shall apply to this MOU.

7. Certificate of Coverage. The Authority shall issue a Certificate of Coverage to the
members setting forth the terms and conditions of coverage under the PGL. The form of
the Certificate shall follow, except as otherwise set forth in the Certificate, the coverage of
the General Liability | Program Memorandum of Coverage. Except as otherwise provided
herein or in the Agreement, the Certificate is controlling with respect to the actions of the
members under this Memorandum.

8. Claims Administration. The Authority will be responsible for handling all claims

affecting the PGL. The Committee shall approve at least two (2) third party claims
administrators to provide claims services to members of the PGL. Members may select
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the claims administrator they will utilize from those authorized by the Committee. The
agreements with the claims administrators to provide claims administration services
may grant rights or impose duties and obligations on the members. Copies of
agreements currently in effect or subsequently entered into by the Authority shall be
provided to members upon request.

9. Application to the Program. All applications to join the PGL will be evaluated
and subject to approval by the Committee. Any entity which makes application to
become a participating member of the PGL who is not already a participating member in
the Authority must also be approved in accordance with the provisions of Article 19 of
the Agreement.

10. Withdrawal and/or Cancellation from the Program. Withdrawal of a member
from the PGL shall be in accordance with the provisions of Article 20 or 21 of the
Agreement. The PGL may from time to time enter into multiple year insurance and/or
reinsurance agreements. The Committee may require current members and new
members to agree to remain in the PGL for the duration of the multiple year agreements by
executing an “Extended Commitment Period” Addendum to this MOU. Any PGL member
that fails to execute any “Extended Commitment Period” Addendum will be considered to
have withdrawn from the PGL effective on the next annual renewal date.

11. Late Payments. Notwithstanding any other provision to the contrary regarding late
payment of invoices or cancellation from a Program, at the discretion of the Executive
Committee, any member that fails to pay an invoice when due may be given a ten (10) day
written notice of cancellation.

12. Resolutions of Disputes. Any gquestion or dispute with respect to the rights and
obligations of the parties to this Memorandum shall be determined in accordance with
Article 31 of the Agreement, Dispute Resolution.

13. Amendment. This Memorandum may be amended by a majority vote of the
Committee and signature on the Memorandum by the member’s designated representative
who is authorized to execute this Memorandum. Should a member of the PGL fail to
execute any amendment to this Memorandum within the time provided by the Committee,
the member will be deemed to have withdrawn from the PGL on the next annual renewal
date which is beyond any applicable commitment period.

14. Complete Agreement. Except as otherwise provided herein, this_Memorandum
constitutes the full and complete agreement of the members.

15.  Severability. Should any provision of this Memorandum be judicially determined to
be void or unenforceable, such determination shall not affect any remaining provision.

16.  Effective Date. This Memorandum shall become effective on the date of coverage

for the member or upon approval by the Committee of any amendment, whichever is
later.
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17.  Execution in Counterparts. This Memorandum may be executed in several
counterparts, each of which shall be an original, all of which shall constitute but one and
the same instrument.

In Witness Whereof, the undersigned have executed this Memorandum as of the
date set forth below.

Dated:

CSAC Excess Insurance Authority

Dated:

Member Entity
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