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1. CALL TO ORDER 
 
2. INTRODUCTIONS 
 
3. APPROVAL OF AGENDA AS POSTED (OR AMENDED) 
 
4. PUBLIC COMMENTS - This time is reserved for members of the public to address the 

Board relative to matters of the California Affiliated Risk Management Authorities not on the 
agenda.  No action may be taken on non-agenda items unless authorized by law.  Comments 
will be limited to five minutes per person and twenty minutes in total. 

 
5. CONSENT CALENDAR                                 1 

*A. Minutes of the April 20, 2011, Board of Directors’ Meeting      2 
*B. Warrant Listings from April 1, 2011, through May 31, 2011                                    15 
*C Treasurer’s Report as of March 31, 2011       16 
*D. Internal Financial Statements for the Nine Months Ended March 31, 2011  37 
*E. Amended California Affiliated Risk Management Authorities (CARMA)  

Bylaws – JPA’s Physical Address       48 
  Recommendation: Approval of the Consent Calendar. 
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** = Material on agenda item enclosed for Board members only 

6. ADMINISTRATIVE MATTERS 
*A. Resolution of the Board of Directors of CARMA Establishing Meeting 

Dates for the 2011/2012 Program Year     66 
Recommendation: The Board adopts Resolution No. 4-2010/2011, 
as presented. 

*B. 2012 Expanded CARMA Liability Claims Audit – Inclusion of PARSAC 
in the Claims Audit    68 
 Recommendation: The Board discusses if it desires an expanded 

CARMA Liability Claims Audit in 2012, which would include 
PARSAC, and provides direction to staff. 

 
7. FINANCIAL MATTERS    

*A. Quota Share Renewal Consideration    69 
Recommendation: Mr. Mike Simmons and Ms. Susan Adams, 
Alliant Insurance Services, will discuss the quotation results for 
the CARMA Quota Share option for the 2011/2012 program year 
at the meeting.  Staff will have a recommendation at that time. 

*B. Renewal Rates for Specific Reinsurance and Excess Coverage for the 
2011/2012 Program Year    73 

Recommendation: Mr. Mike Simmons and Ms. Susan Adams, 
Alliant Insurance Services, will provide rates and options for the 
CARMA reinsurance and excess coverage for the 2011/2012 
program year at the meeting. Staff will have a recommendation at 
that time. 

*C. Consideration of the Proposed Annual budget Scenarios for the 
2011/2012 Program Year     78 

Recommendation:  Staff recommends approval of one of the four 
Proposed Annual Operating Budgets as presented. 

*D. Retrospective Adjustment Calculations – Closure of Program Years    101 
 Recommendation: The Board approves the closure of program 

years 1996/97 - 2000/01 and the application of member’s 
allocation of pool equity for those years to be applied to the 
2004/05 program year. 

 
8.  COVERAGE MATTERS 
 *A.  Discussion Regarding Cyber Liability Coverage and Reporting 

Requirements   106 
Recommendation: The Board of Directors: (1) approves the 
language specifically excluding Cyber Liability under the 
CARMA Memorandum of Coverage, effective July 1, 2011; and 
(2) the Board of Directors approves the proposed language 
clarifying the requirements for reporting cases or claims 
involving alleged civil rights violations. 

*B.  Draft Memorandum of Coverage (MOC) for the 2011/2012 Program 
Year                      109 

Recommendation: The Board reviews and accepts revisions to the 
Memorandum of Coverage (MOC), as presented. 
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*C.      Continuation of the Measurement of Litigation Management Performance 
Report 130 

 Recommendation: The Board of Directors approves 
discontinuation of the Measurement of Litigation Management 
Performance Report. 

 
9. ELECTION AND APPOINTMENT OF OFFICERS  

*A. Nomination and Election of President and Vice President and 
Appointment of Treasurer for the 2011/2012 Program Year  131 

Recommendation: Staff recommends the Board of Directors 
nominates and elects a President and a Vice-President, with the 
President then appointing the Treasurer, to serve for the 
2011/2012 program year. 

 
10.       CLAIMS MATTERS 

A. Closed Session Pursuant to Government Code Section 54957(b) –   134 
 Review of Legal Counsel 

 
Pursuant to Government Code Section 54957(b), the Board will hold a 
closed session for public employee performance review of the Legal 
Counsel position.   

 
B. Report from Closed Session 

 

Pursuant to Government Code Section 54957.1, the Board must report in 
open session any action, or lack thereof, taken in closed session. 

 
11.      CLOSING COMMENTS 

This time is reserved for comments by the Board members and staff and to 
identify matters for future Board business. 
A. Board 
B. Staff 

 
12.     ADJOURNMENT 
 
 
 
NOTICES 
 

 Pending approval of the Resolution of the Board of Directors of CARMA 
Establishing Meeting Dates for the 2011/2012 Program Year, the next Board of 
Directors’ meeting is scheduled for Friday, September 9, 2011, at 9:00 a.m. at 
the Embassy Suites in South Lake Tahoe, California. 

 The California Association of Joint Powers Authorities (CAJPA) Conference is 
scheduled to be held on September 6 through September 9, 2011, in South Lake 
Tahoe, California. If you would like a registration packet or assistance with 
accommodations, please contact Ms. Ramona Buchanan, CARMA Board 
Secretary, at (800) 541-4591, extension 1185. 
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CONSENT CALENDAR 

 
SUBJECT: Consent Calendar 
              
 
BACKGROUND AND STATUS: 
 
The Consent Calendar consists of items that require approval or acceptance but are self-
explanatory and require no discussion.  If the Board would like to discuss any item listed, it may 
be pulled from the Consent Calendar. 
 
RECOMMENDATION: 
 
Approval of the Consent Calendar. 
 
REFERENCE MATERIALS ATTACHED: 
 
*A. Minutes of the April 20, 2011, Board of Directors’ Meeting                    
*B. Warrant Listings from April 1, 2011, through May 31, 2011                                     
*C Treasurer’s Report as of March 31, 2011        
*D. Internal Financial Statements for the Nine Months Ended March 31, 2011 
*E. Amended California Affiliated Risk Management Authorities (CARMA) Bylaws – JPA’s 

Physical Address. 
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  CALIFORNIA AFFILIATED RISK MANAGEMENT AUTHORITIES 
 (CARMA) 
 
 DRAFT MINUTES OF THE BOARD OF DIRECTORS’ 
 MEETING OF APRIL 20, 2011 
 
A regular meeting of the Board of Directors of CARMA was held on April 20, 2011, at Bickmore Risk 
Services, Sacramento, California. 
 
 
BOARD MEMBERS PRESENT:  Geoff Grote, BCJPIA, President 
      John Stroh, VCJPA, Vice President 
      Jake O’Malley, MPA, Treasurer (left at 2:20 p.m.) 
      Robert Galvan, MBASIA 
 
 
BOARD MEMBERS ABSENT:  Linda Abid-Cummings, CSJVRMA 
        
 
ALTERNATE MEMBERS PRESENT: Robert Gay, VCJPA (left at 2:05 p.m.) 
      Bill Lewis, CSJVRMA (left at 1:30 p.m.)   
       
OTHERS PRESENT:   Karen Thesing, Executive Director 
      Nancy Broadhurst, Accounting Manager  
      Linzie Kramer, Litigation Manager 
      Michael Groff, Litigation Manager 
      Craig Farmer, Legal Counsel 
      Chrissy Mack, Bickmore Risk Services 
      Sandra Spiess, Bickmore Risk Services 

Rob Kramer, Bickmore Risk Services 
Jeanette Workman, Bickmore Risk Services  
Brian Kelley, Bickmore Risk Services 
Mike Simmons, Alliant Insurance Services  
Susan Adams, Alliant Insurance Services 

      Tim Farley, Farley Consulting Services 
      Jack Joyce, Bay Actuarial Consultants 
      Gerry Preciado, Bickmore Risk Services 
 
1. CALL TO ORDER 
 

The April 20, 2011, Board of Directors’ meeting was called to order at 10:05 a.m. by 
President Geoff Grote.   

 
 
2. INTRODUCTIONS 
 

Those in attendance introduced themselves, and a quorum of the Board was present. 
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3. APPROVAL OF AGENDA AS POSTED (OR AMENDED) 

 
John Stroh moved to approve the agenda as posted. Seconded by Robert Galvan. 
Motion passed unanimously. 

 
 
4. PUBLIC COMMENTS 

 
President Grote presented Ms. Sandra Spiess with a plaque of appreciation for her years of 
service as CARMA’s Board Secretary. 
 
 

5. CONSENT CALENDAR 
 

 Jake O’Malley moved to approve/accept the following items: A) Minutes of the  
January 14, 2011, Board of Directors’ Meeting; B) Minutes of the March 14, 2011, 
Special Board of Directors’ Meeting; C) Warrant Listing from January 31, 2011, 
through March 31, 2011; D) Treasurer’s Report as of December 31, 2010; E) Internal 
Financial Statements for the Quarter Ended December 31, 2010; and F) Legal Client 
Alert from Ferguson, Praet and Sherman – Supreme Court Decides Retains 
Heightened Standard for Liability Arising Out of Brady Violations and Training. 
Seconded by Bill Lewis. Motion passed unanimously. 

 
  

6. ADMINISTRATIVE MATTERS 
  
A. New Director of Litigation Management for Bickmore Risk Services, 

Introduction of Mr. Gerry Preciado  
 
It was announced that Mr. Gerry Preciado has replaced Mr. Linzie Kramer as the 
Director of Litigation Management for Bickmore Risk Services (BRS). Mr. Kramer 
has retired from BRS, but will continue to serve as a consultant for BRS. 
 
Mr. Preciado addressed the Board and noted that Mr. Michael Groff and Mr. Linzie 
Kramer will continue to work on CARMA’s litigation matters. 

 
 B. Presentation of Service Plaque to Ms Sandra Spiess 
 
  The plaque was presented to Ms. Spiess under Public Comments. 
 
 C. Consideration of the Liability Claims Audit Prepared by Farley Consulting Services 
 
  Ms. Karen Thesing, Executive Director, reported that Tim Farley, Farley Consulting 

Services, conducted a liability claims audit of CARMA and each individual CARMA 
member. Prior to the meeting, the Board received CARMA’s draft claims audit 
report and comments received from representatives of MPA, CSJVRMA, and 
BCJPIA regarding their respective claims audits. 
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  Mr. Farley was present at the meeting to review his findings with the Board. He 
noted, in reviewing CARMA’s audit, that BRS has moved to a paperless system 
which he found efficient. Mr. Farley stated he reviewed 20 claims with no negative 
findings. 

 
  Mr. Farley reported on the audit findings of the individual CARMA members and 

noted VCJPA has had no claims that have met CARMA’s reporting requirements. 
Mr. Farley informed the Board that along with CARMA and the current individual 
members, he also conducted an audit of PARSAC, a withdrawn member of the pool.  

 
  John Stroh moved to accept and file the liability claims audit as presented. 

Seconded by Robert Galvan. Motion passed unanimously. 
 
  D. Amendment to Litigation Manager Duties in CARMA-BRS Agreement 
 
  Ms. Thesing reported that at the January 15, 2011, meeting, the CARMA Board 

discussed modifications to the Litigation Manager’s duties. The Board directed that 
the Litigation Manager provide a coverage alert document by sending written 
communication to members notating any potential underlying coverage issues that 
may be developing during the course of a claim. Ms. Thesing noted Bickmore Risk 
Services (BRS) is incorporating this additional duty into the pool administration 
contract between CARMA and BRS. Prior to the meeting, the Board received 
amendment four to the BRS contract, amending section VI, Scope of Services, 
Subsection F, Liability Program Services. Ms. Thesing reviewed the exact language 
contained within the amendment which states, “Identify coverage issues, make an 
initial determination whether a claim is likely to be covered by CARMA, and when 
coverage issues are identified determine whether a coverage opinion should be 
obtained.” 

 
  It was noted the amendment indicates it has been executed at a regular meeting of the 

Board held in Bodega Bay and this should be changed to Sacramento. Staff stated 
they would make the change prior to signing by CARMA and BRS representatives. 

 
  Mr. Michael Groff, Litigation Manager, noted that in response to the additional duty, 

staff has created an intake form that will assist staff in tracking items related to this 
additional duty. 

 
  John Stroh moved to approve amendment number four to the pool 

administration agreement between CARMA and BRS with the amendment of 
changing the location where the approval was executed from Bodgea Bay to 
Sacramento. Seconded by Jake O’Malley. Motion passed unanimously.  

 
 
7. FINANCIAL MATTERS 
 

A. Review of Actuarial Study Provided by Mr. Jack Joyce of Bay Actuarial Consultants 
 

Prior to the meeting, the Board received the draft actuarial study dated April 2, 2011, 
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prepared by Mr. Jack Joyce, Bay Actuarial Consultants. Mr. Joyce was present at the 
meeting and reviewed the study with the Board. Mr. Joyce presented the rates for 
2011/12 for the $3 million excess of $1 million layer using a 4% discount factor. Mr. 
Joyce noted at the 80% confidence level, this year’s rates represent a 9.9% increase 
over last year. He explained that higher inflation in liability claims is causing the rate 
increase. Mr. Joyce noted this is a current trend of liability claims. Mr. Joyce 
reported that as of June 30, 2011, CARMA’s estimated liability is projected at $17.7 
million undiscounted and $15.9 million discounted (utilizing 4%). Mr. Joyce noted 
CARMA’s projected liability is $400,000 lower than last year’s projection. However, 
the IBNR liability for every dollar of case reserves has increased from last year. 
 
Mr. Joyce next discussed CARMA’s discount factor. He noted that 4% may be too 
high, and he provided information in the study regarding how the rates would be 
affected were CARMA to lower the discount factor. Mr. Joyce stated he believes 
CARMA may want to lower the discount factor to between 1.38% to 2.16%. At a 
2.16% discount factor, the funding rate would increase by 10% and the liability 
would increase 5%. He further noted that if CARMA were to fund utilizing a 2.16% 
discount factor utilizing the rates contained within the actuarial study, instead of the 
pool being funded at the 80% confidence level utilizing a 4% discount factor, the 
pool would be funded around a 73% to 74% confidence level. The Board discussed 
the discount factor with Mr. Joyce. He noted that his review of the discount factor 
only looks at the performance of treasury bonds at today’s interest rates. 
 
It was questioned if the actuarial studies prepared by Mr. Joyce ever include the 
assets of the JPA. While CARMA’s internal financial statements contain this 
information, the actuarial study does not. Mr. Joyce stated it is not included as he 
does not take the JPA assets into consideration when developing the rates, however, 
he can include this information. The Board agreed it would be helpful when the study 
is presented to have this information included, either within the actuarial study or 
staff’s report, regarding how any increases or decreases in the rates effect the overall 
funding of the program. 
 
John Stroh moved to accept and file the actuarial study. Seconded by Robert 
Galvan.  
 
Ms. Broadhurst stated that once the Board selects the discount factor for 2011/2012 
12, when the budget is discussed later in the meeting, she would like to request Mr. 
Joyce’s study be amended, if necessary, to utilize the discount factor adopted by the 
Board. The Board agreed. 
 
Motion passed unanimously. 
 

B.        Clarification of “Member Equity” Definition and Allocation of Member Equity 
  

 Ms. Thesing reminded the Board that this matter stems from the January meeting. 
Ms. Nancy Broadhurst, Finance Manager, noted that at the January meeting, a 
retrospective adjustment plan was presented to formally establish a process of 
annually analyzing the pool’s equity to determine whether dividends can be issued to 
the members. While developing the plan, it was noted there were inconsistencies in 
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the historical calculation of dividends and assessments and the method set forth in 
the governing documents. Staff was directed to review this matter and ensure 
consistency with respect to the governing documents and the financial statements. 

 
 Ms.  Broadhurst further reminded the Board that also at the January meeting, it was 

discussed that the governing documents do not grant members an interest in the 
equity of CARMA until such time as the Board takes action to distribute such equity 
in the form of a dividend or re-allocation of equity. Therefore, it was directed staff 
replace the term “Members’ Equity” with a better term. Ms. Broadhurst stated staff is 
recommending the term “Member Allocation of Pool Equity” be used. 

 
 In addition, Ms. Broadhurst stated CARMA’s governing documents do not formally 

define member equity or the allocation method by which a member’s equity should 
be calculated. The Master Plan Document provides for the process of calculating 
dividends and assessments based on each member’s percentage of annual premium 
for the program year being adjusted. However, since inception, the member 
allocation of pool equity has been performed based on different components of 
budgeted revenues and expenses. Ms. Broadhurst provided the Board with the exact 
historical methodology at the meeting and noted this method was also used as the 
basis for determining all past dividends, assessments, and reallocation of equity. She 
noted, as directed by the Board, all components used to calculate the “Member 
Allocation of Pool Equity” will now be allocated according to the percentage of 
premium instead of the historical method. She noted that that this has resulted in a 
change to each member’s previously allocated equity in each program year. Ms. 
Broadhurst noted that dividends were issued for each of CARMA’s three closed 
program years, 1993/94, 1994/95, and 1995/96, and in two of the years, equity was 
re-allocated. The dividends and re-allocated equity for these three years totals 
$5,065,098. Ms. Broadhurst provided the Board with the effect, by member, the 
change in the allocation method would have on these program years. Ms. Broadhurst 
stated staff is recommending that no adjustments be made to the previous equity 
transactions for both open and closed program years since members have recorded 
the financial effects of the transactions. 

 
 Ms. Broadhurst next reviewed a revised equity allocation for each member as of 

September 30, 2010, which the Board received prior to the meeting. She noted this 
document contains the adjusted allocation of pool equity, with the exception of the 
equity transactions that already occurred for program years 1993/94 through 
1995/96, and reflects the calculated difference of each member’s allocated share of 
equity for each open program year and in total, as compared to the historical 
allocation method. She explained that the “expected fund balance” shown is based on 
the new allocation method and the “previous calculated fund balance” is based on the 
historical allocation method. She next reviewed a spreadsheet reflecting the 
calculated difference between the historical method and the new method. For 
program years 1996/97, 1997/98, and 2000/01, the allocation of dividends and 
assessments were allocated utilizing the historical method since any equity was 
already distributed to members. This has caused some members to have negative 
equity in years that have total positive balances. Because the equity transactions were 
already distributed to members, staff is recommending no adjustments be made. 
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Further, the change will not have an effect on the future closing of program years, as 
the final dividend issued will “true up” each member’s share to correspond with the 
allocation according to premium percentage. The Board reviewed the new allocation 
and balances with Ms. Broadhurst. It was noted the members do not have rights to 
the equity until the Board takes action to provide for dividends or assessments, as 
stipulated in the Master Plan Document. 

 
 Robert Galvan moved to approve: 1) the title of “Member Allocation of Pool 

Equity” for future equity reports, and 2) the premium percentage allocation 
method to calculate a member’s share of equity. Seconded by Bill Lewis. Motion 
passed unanimously. 

 
 C. Revised Proposed Retrospective Adjustment Policy 
 
 Ms. Thesing stated that at the January meeting, a proposed retrospective adjustment 

policy was presented to the Board. However, due to the allocation of member equity 
matter that needed to be addressed by the Board; this item was postponed to this 
meeting. Prior to the meeting, the Board received a revised proposed retrospective 
adjustment policy and a revised retrospective adjustment calculation as of  
September 30, 2010. 

 
 Ms. Broadhurst informed the Board the purpose of the Policy is to formalize a 

process to provide for an annual analysis of the pool’s equity by program year and in 
the aggregate to determine whether dividends can be distributed and/or program 
years closed. Ms. Broadhurst stated the proposed policy, if approved, will be used in 
conjunction with the Target Equity Benchmark Ratios to assist the Board in making 
funding decisions. Ms. Broadhurst noted: 

 
 Equity at the expected, 70%, and 80% confidence levels are calculated for 

each program year and in total; 
 The 70% fund balance for all program years that are a full five years old are 

summed to determine if a net dividend is available. She noted 70% is utilized 
as this is the fund balance at which the Board has determined equity can be 
released; 

 If a current program year has negative equity, the year must be factored into 
the calculation before arriving at the Final Cumulative Net Dividend. This is 
to help avoid providing a dividend in one year and having to assess members 
the next year; 

 The allocation of pool equity amongst members according to percentage of 
premium by program year will be calculated to determine each member’s 
share; and 

 Equity may be exchanged between eligible program years. The transfer of 
equity will be performed so that the individual member’s share of equity is 
separately applied so as to maintain the integrity of each member’s balance. 
This will allow the closure of old years in conjunction with the application of 
equity to a program year(s) in a deficit position. 
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Ms. Broadhurst noted one of the purposes of the calculations is to determine if 
program years can be closed. 
 
The Board reviewed the calculation as of September 30, 2010, with staff. It was 
questioned whether the policy is based on discounted or undiscounted numbers. Ms. 
Broadhurst stated that it is based on discounted numbers, as are the financial 
statements. It was noted the information provided at this meeting is to assist the 
Board in determining whether to approve the revised retrospective adjustment policy. 
Ms. Broadhurst noted the retrospective adjustment calculations will be presented to 
the Board at the next meeting in June utilizing the March 31, 2011, financial 
statements at which time the Board can approve any dividends or assessments. 
 
Jake O’Malley moved to approve the revised retrospective adjustment policy. 
Seconded by John Stroh. Motion passed unanimously. 

  
The Board adjourned for lunch from 11:45 a.m. to 12:30 p.m. 
 
 D. Signature on General Fund Checking Account 
 
 Ms. Thesing noted that in accordance with CARMA’s governing documents, the 

Bylaws and Resolution 2-98/99, the President, Vice President, Treasurer, and 
Administrator are authorized to sign checks for the general fund account. Checks are 
processed monthly and have historically been routed to two signers, the President, 
Vice President, and/or Treasurer. The Administrator usually does not sign these 
checks. To create efficiency, Ms. Thesing determined that she will be the first signer 
and the checks will then be routed to one other person to sign. Ms. Thesing noted the 
only potential conflict would be when CARMA makes a payment to Bickmore Risk 
Services (BRS). However, the payments that are made are approved by the Board in 
advance by approving any contracts, the checks will contain a second signature, and 
the check listing is placed on the consent calendar of each Board meeting. 

 
 The Board agreed having the Administrator routinely sign on the general fund checks 

will create more efficiency. 
 

E. Consideration of the Proposed Annual Budget for the 2011/2012 Program 
Year 

 
Prior to the meeting, the Board received a proposed budget for the 2011/2012 
program year at the 80% confidence level utilizing a discount factor of 4%, which is 
the same parameters as the 2010/2011 budget. Ms. Broadhurst reviewed this 
proposed budget with the Board and noted the budget reflects an overall increase of 
4.1% over last year. Ms. Broadhurst informed the Board the funding rate, as noted 
previously by the actuary, has increased by approximately 9.8% from the current 
year’s funding rate. She further noted that actual payroll for 2010 has been utilized 
which reflects a decrease of 3.48% in overall payroll from the current year. The 
budget assumes funding for losses of $3 million excess of $1 million; a 5% estimated 
increase in rates for the reinsurance layer and the excess insurance layer, and a 
decrease in the administration budget. She reviewed the various reasons for the 
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decrease in the administration budget. 
 
Ms. Broadhurst next reviewed the experience modification calculation. She stated the 
calculation is being performed in the same manner as previous years, with one 
exception. Ms. Broadhurst explained that for the past five years, the JPA experience 
modification factor (ex-mod) has been applied to the full reinsurance premium which 
currently covers the $10 million excess of $4 million layer. In the proposed budget, 
the allocation has been revised to apply two-thirds of the premium to the JPA ex-
mod. The Board previously approved changing this process of applying the ex-mod 
to the reinsurance premium over a three-year period, therefore, next year the 
allocation will be reversed, and in the following year the ex-mod will no longer be 
applied to the reinsurance layer. Ms. Broadhurst informed the Board the ex-mod is 
capped at .75 on the low end and 1.25 at the high end with the exception of inverse 
condemnation claims, which are capped at 1.50 at the high end. 
 
Ms. Broadhurst noted for the 2011/2012 budget, she consolidated the member’s 
budget pages containing the payroll and loss information from two pages to one. 
 
Ms. Broadhurst next reviewed an alternative proposed budget for program year 
2011/2012 at the 75% confidence level and a 3.5% discount rate. She noted, as was 
discussed under the actuarial study, ERMA may want to utilize a lower discount rate 
due to the current low rate of return on investments. 
 
The Board discussed the proposed budgets with Ms. Broadhurst. It was questioned 
why the amount budgeted for investment management services is increasing. Ms 
Broadhurst noted the increase is due to CARMA transferring money from LAIF into 
the investment portfolio. The amount paid for investment management services 
correlates with the total amount of funds managed by the investment management 
firm. 
 
Discussion ensued regarding the discount rate for the 2011/2012 program year. It 
was noted that while the actuary believes CARMA should be utilizing a discount rate 
of 2.16%, this is based solely on treasury investments and CARMA’s portfolio 
historically receives a better rate of return on investments. After some discussion, it 
was agreed CARMA should proceed with a 3.5% discount rate. 
 
 
 
The Board next discussed the confidence level of 75% vs. 80%. It was agreed that 
the 75% confidence level still provides for a good level of funding and assists the 
entities by keeping the rate increase for the members to a minimum. 
 
President Grote noted the budget will be presented to the Board again in June for 
formal approval. 
 
It was questioned if Vector Control Joint Powers Agency (VCJPA) was to opt out of 
the excess insurance coverage, at the $15 million excess of $14 million layer, what 
effect that would have on the excess insurance rate and ability to obtain coverage. It 
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was noted that CARMA has never dealt with this issue; however, it would be too late 
for VCJPA to opt out of the excess insurance for 2011/2012. However, it can be 
addressed for 2012/2013. Mr. Mike Simmons, Alliant Insurance Services, noted that 
at this level of coverage, the cost of the coverage would most likely remain the same 
if one member option out. Therefore, the remaining members would pay more for 
their coverage. It was agreed staff would research the governing documents and 
determine whether it is possible for a member to opt out of coverage as a first step. It 
was discussed that since VCJPA is a unique member, CARMA may want to consider 
allowing more flexibility for VCJPA than is offered to the other members, as VCJPA 
is not exposed to the same risks.  
 
Ms. Broadhurst noted she would email the budget to the members at the 75% 
confidence level and a 3.5% discount rate following the meeting. 
 
 

8.         COVERAGE MATTERS 
 
 A. Discussion Regarding Cyber Liability Coverage 
 

Ms. Thesing informed the Board the issue of Cyber Liability Coverage was recently 
discussed by one of CARMA’s members, the Bay Cities Joint Powers Insurance 
Authority (BCJPIA). Alliant Insurance Services made a presentation to the BCJPIA 
Board regarding Cyber Liability Coverage afforded through BCJPIA’s purchased 
property coverage and how it related to their Liability and Property Memoranda of 
Coverage. This prompted CARMA to also review the issue. 
 
Mr. Groff explained Cyber Liability Coverage, or Technology Errors & Omissions 
Coverage, provides limited first party property and third party liability coverage for 
breaches of confidential data of employees or third parties in the community.  These 
breaches can be from theft, hacking, fraud, or accidental loss. Mr. Groff stated a lot 
of personal information is being stored on computers and can be vulnerable. Mr. 
Groff explained a first party loss would involve the employer incurring costs of a 
damaged computer system. A third party loss involves someone alleging a violation 
of their privacy. 
 
Mr. Groff stated that in their discussions, BCJPIA has determined they will define 
and exclude third party cyber liability in their Memorandum of Coverage. As 
CARMA’s Liability Memorandum of Coverage essentially “follows form” when 
possible to the coverage of its pool members, it was determined this matter should be 
discussed by CARMA. CARMA does not current specifically exclude Cyber 
Liability coverage and it is not believed it was ever the intent to provide coverage. 
CARMA has not endeavored to fund this exposure. 
 
Mr. Linzie Kramer, Litigation Manager, noted that another CARMA member, 
Central San Joaquin Valley Risk Management Authority (CSJVRMA) has also 
begun reviewing this issue. CSJVRMA’s Coverage Committee is making a 
recommendation to their Board that coverage for Cyber Liability be excluded under 
both their Pooled Liability Program and their Pooled Property Program. Mr. Kramer 
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noted part of their reasoning is the State of California requires public entities to take 
precautions to protect information. If a public entity fails to do so, they are in 
violation of the law and coverage would be precluded. 
 
It was questioned if an employee were to bring suit against a city about an alleged 
violation whether ERMA, the employment practices liability pool, would provide 
coverage for those entities that are a member. Ms. Thesing responded ERMA would 
not provide coverage, as it would not be considered an employment wrongful act. 
 
Mr. Simmons noted an exposure the CARMA members have, which could 
potentially reach the CARMA pooled layer, is theft of HIPPA information which 
could expose a member to a third party liability claim. Some entities run health 
clinics and handle this type of information. 
 
The Board directed staff to conduct more research on this issue and bring a 
recommendation back to the Board at the June meeting. 

 
Alliant requested that Items B and C next on the agenda be addressed in reverse order than listed on 
the agenda. The Board agreed with this request. 
 
 C. Report from Alliant Insurance Services on the Status of the Excess Insurance 

Renewal for CARMA 
 
  Ms. Susan Adams, Alliant Insurance Services, reviewed the current status of the 

excess insurance renewal for CARMA. Ms. Adams noted for the 2011/2012 program 
year, the Board has directed Alliant to obtain quotes for the $3 million excess of $1 
million pooled layer and the $4 million excess of $1 million pooled layer. The Board 
also directed Alliant to obtain quotes for various retentions in conjunction with quota 
sharing and corridor deductible options. Ms. Adams stated that several markets are 
reviewing the various layers and she has started receiving indications from the 
carriers. She anticipates receiving quotes by mid-May which she will review with 
Ms. Thesing prior to the next Board meeting. 

 
  Mr. Simmons informed the Board that Everest is the current insurance carrier and 

C.V. Starr is the managing general agent. C.V. Starr announced in January that they 
are leaving Everest. Therefore, CARMA received a notice of non-renewal from 
Everest. With this change, if CARMA renews their excess coverage, they will 
receive a policy under Starr Indemnity reinsured by Everest at a 50% quota share of 
Starr Indemnity. The managing general agent will remain the same, C.V. Starr. It was 
questioned if the reinsurance contacts that are now with Everest will change. Mr. 
Simmons stated eventually the contacts will change, but not immediately. Most 
likely it will occur within the next one to two years. It was agreed CARMA 
representatives should meet with any new carriers to express CARMA’s claims 
philosophy. Ms. Adams noted any good reinsurer will want to meet with CARMA 
representatives as well. 

 
  Ms. Adams reviewed the various responses from the markets on the coverage layers 

that are willing to provide CARMA with a quote. Ms. Adams noted Selective and 
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Genesis have expressed a desire to provide a quote in the $3 million excess of $1 
million layer, which is the layer of coverage CARMA currently retains.   
 

B. Marketing Excess Insurance Corridor Deductible and the Advantages and/or 
Disadvantages of Such Deductible From an Actuarial and Excess Perspective 

 
Ms. Thesing stated that marketing options for the excess coverage were reviewed at 
the January meeting and the idea of a corridor deductible and quota sharing 
arrangement were briefly discussed. Following the meeting, Alliant pursued these 
two options to determine whether they are viable for CARMA. 
 
Mr. Simmons reviewed the quota sharing option as well as a corridor deductible 
option with the Board. With quota sharing, CARMA would retain a percentage of 
each claim and the insurance carrier would accept the risk for the remaining portion 
of the claim. It was explained that the quota sharing option can be desirable as it 
reduces the risk on any one claim which allows an entity to increase their self-
insured retention (SIR) when the cost of excess insurance is high. However, there is a 
significant amount of work involved in monitoring a quota share arrangement. Mr. 
Simmons stated in marketing this to the insurance carriers, one carrier has indicated a 
willingness to quote share in the $2 million excess of $2 million layer at 
approximately 10% below CARMA’s expected cost to self-fund the coverage. As 
CARMA currently self-funds this layer, it would not be advantageous to quota share 
the entire layer. However, Alliant will investigate whether the carrier will quota 
share 50%. Another carrier would like to quota share at the $3 million excess of $1 
million layer. It does not appear the carriers are interested in a quota sharing 
arrangement at the higher layers of coverage. 
 
Mr. Simmons next reviewed the corridor deductible option available which provides 
an aggregate limit, limiting the amount CARMA would pay in a policy year. Mr. 
Simmons stated this is a concept that works best in a hardening insurance market. It 
would allow CARMA to assume a finite amount of risk above their SIR. The 
aggregate could apply to either one loss or a combination of losses. However, 
because of the increased uncertainty in the higher layers, and due to the fact the 
excess insurance would most likely be priced at a premium below the actuary’s 
expected/undiscounted amount, this does not appear to benefit CARMA at this time. 
Mr. Simmons stated that while he does not believe the corridor deductible option is 
advantageous at this time, a quota share arrangement may be worthwhile. He 
questioned whether the Board is interested in Alliant pursuing a quota share 
arrangement for CARMA at 50%. The Board directed Alliant to pursue obtaining 
quotes for a 50% quota share arrangement. 
 

D. Measurement of Litigation Management Performance 
 
 Mr. Groff stated the Board previously requested information regarding closed 

litigation cases, providing information regarding the reason the claims accelerated to 
the excess level, why settlement authority was requested, and the outcome of the 
claims. Prior to the meeting, the Board received a Measurement of Litigation 
Management Performance Report for claims closed as of December 31, 2010. Mr. 
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Groff noted there are three claims discussed within the report, and he reviewed the 
report with the Board. 

 
 President Grote stated he will discuss with staff the need for this report in the future. 
 

 
9. CLAIMS MATTERS 
 
 A. Closed Session Pursuant to Government Code Section 54956.95(a) to Discuss Claims 
 
  Pursuant to Government Code Section 54956.95(a), the Board recessed to closed 

session at 2:05 p.m. to discuss the following claim for the payment of tort liability 
losses, public liability losses, or workers’ compensation liability incurred by the joint 
powers authority: 

 
   Affholter, et. al, v. City of Merced, et. al. (CSJVRMA) 
 
 B. Closed Session Pursuant to Government Code Section 54956(b) – Review of Legal 

Counsel) 
 
 C. Report from Closed Session 
 
  The Board reconvened to open session at 2:20 p.m. and President Grote reported that 

the Board approved a release agreement. President Grote further reported that due to 
time constraints, the Board was unable to address item B, Review of Legal Counsel, 
in closed session and requested staff to place the matter on the next Board agenda. 

 
  President Grote announced that a quorum was no longer present. 
 
 
10. CLOSING COMMENTS 
 
 A. Board 
 
  None. 
 
 B. Staff 
 
  Ms. Thesing informed the Board there is a prospective new member effective  

July 1, 2011, ICRMA. She noted she will continue to work with the prospective new 
member and they may attend the June meeting if they move forward with their 
application to CARMA. 

 
    
11.       ADJOURNMENT 

 
The April 20, 2011, Board of Directors’ meeting adjourned at 2:25 p.m. by general 
consensus of the Board. 
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Chrissy Mack, Acting Board Secretary 
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System: 5/31/2011 11:08:22 AM
User Date: 5/31/2011

California Affiliated Risk Man

VENDOR CHECK REGISTER REPORT

Payables Management

Page: 1
User ID: nbroadhurst

Ranges:
Check Numer
Vendor 10

Vendor Name

From:
First
First
First

To:
Last
Last
Last

From:
Check Date 4/1/2011
Checkbook 1D CBT GENERAL

To:
5/31/2011
CBT GENERAL

Sorted By: Check Numer

* Voided Checks

Check Numer Vendor ID Vendor Check Name Check Date Checkbook ID Audit Trail Code Amount

1738 AG100 AGRIP 4/12/2011 CBT GENERAL PMCHKOOOOO090 $947.09
1739 BIlOO Bickmore Risk Services 4/12/2011 CBT GENERAL PMCHKOOOOO090 $24,133.34
1 ì A/Ì r;7\11C: Farmer Smith and Lane, LLP /I 1"1')/'1(\11 CBT GENERAL PHCHKOOOOOO90 $652.50.Ll:ìV L:t"J.J.J '-jlLl LULL

1741 HE100 Michael Patrick Heenan 4/12/2011 CBT GENERAL PMCHKO 0 0 0 0 0 9 0 $20,000.00
1742 MC100 McNamara, Ney, Beatty, Slatter 4/12/2011 CBT GENERAL P~jCHKOOOOO090 $36,704.93
1743 MUlOO Murphy, Campbell, Guthrie and 4/12/2011 CBT GENERAL PMCHKOOOOO090 $14,297.50
1744 MU200 MultiLingua 4/12/2011 CBT GENERAL PMCHKOOOOO090 $600.00
1745 OR100 Orrick, Herrington and Sutclif 4/12/2011 CBT GENERAL H1CHKOOOOO090 $1,260.00
1746 BA100 Bay Actuarial Consultants 5/10/2011 CBT GENERAL P~ICHKOOOOO091 $6,724.00
1747 BIlOO Bickmore Risk Services 5/10/2011 CBT GENERAL P~lCHKOOOOO091 $25,314.13
1748 C/ü05 CAJPA 5/10/2011 CBT GENERAL PMCHKOOOOO091 $4,250.00
1749 COl05 Copymat Walnut Creek, Inc. 5/10/2011 CBT GENERAL PMCHKOOOOO091 $2,876.77
1750 DR100 Al1iant Insurance Services, In 5/10/2011 CBT GENERAL P~IClIKOOOOO091 $1,033.00
1751 FA115 Farmer Smith and Lane, LLP 5/10/2011 CBT GENERAL PMClIKOOOOO091 $2,025.65
1752 HA115 Hannibal i s Catering and Events 5/10/2011 CBT GENERAL PMCHKOOOOO091 $332.36
1753 HOlOO Howard Rome Martin and Ridley 5/10/2011 CBT GENERAL PMCHKOOOOO091 $31,123.25
1754 JU115 Jury Impact Inc. 5/10/2011 CBT GENE PAL PMCHKOOOOO091 $21,500.00
1755 SIL10 Terry Simpson 5/10/2011 CBT GENERAL PMCHKOOOOO091 $397.00
1756 US100 U . S. Legal Support 5/10/2011 CBT GENERAL PMCHKOOOOO091 $2,076.05
1757 ZA100 Zandonella Reporting Service r 5/10/2011 CBT GENERAL PMCHKOOOOO091 $470.46

- --- ------------- ---
Total Checks: 20 Total Amount of Checks: $196,718.03

====================
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California Affiliated Risk Management Authorities
Treasurer's Report

As of March 31, 2011

Book Value Market Value % of Total Effective Yield

California Bank & Trust - Petty Cash $ 702 $ 702 0.00% 0.00%

California Bank & Trust General Operating 929,146 929,146 3.24% 0.00%

State of California Local Agency Investment Fund 4,040,240 4,045,339 14.11% 0.50%

CAMP - Money Market 33,654 33,654 0.12% 0.18%

CAMP - Investments managed by PFM 23,645,564 23,651,902 82.52% 1.8%

Total Cash and Investments $ 28,649,306 $ 28,660,743 100.00% 1.08%

Attached are the Public Financial Management, Inc. (PFM) and Local Agency Investment Fund (LAlF) statements
detailing all investment transactions. Market prices are derived fi'om closing bid prices as of the last business day of the
month fi'om either Bloomberg or Telerate.

I ceiiify that this report reflects all cash and investments and is in conformance with the Agency's Investment Policy. The
investment program herein shown provides sufficient cash flow liquidity to meet the Agency's expenditures for the next six
months.

Respectfully submitted, Accepted,

Jake O'Malley
Treasurer
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LAIF Regular Monthly Statement Page 1 of 1

Local Agency Investment Fund
P.O. Box 942809
Sacramento, CA 94209-0001
(916) 653-3001
CALIFORNIA AFFILIATED RISK MANAGEMENT
AUTHORITIES
FINANCE MANAGER
1750 CREEKSIDE OAKS DRIVE
SUITE 200

SACRAMENTO, CA 95833

www.treasurer.ca.gov/pmia
-lair

April 05, 2011

PMIA Average Monthly Yields

Account Number: 35-34-009

Transactions
Tran Type Detinitions

March 2011 Statement

Effective Transaction Tran Confirm
Date Date Type Number Authorized Caller

3/22/2011 3/21/2011 RW 1310023 NANCY BROADHURST

Amount
-450,000.00

Account Summary

Total Deposit:

Total Withdrawal:

0.00 Beginning Balance:

-450,000.00 Ending Balance:

4,490,239.56

4,040,239.56

https:lllaifms.treasurer.ca.gov/RegularStatement.aspx 4/512011
28



CARMA

LAIF Fair Market Valuation

3/31/11

LAIF Statement Balance 4,040,239.56

FAIR VALUE FACTOR:

Performance Rate as of 3/31/11 1.001262155

Market Value $4,045,338.97
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Untitled Page Page 1 of 1

JOHN CHIANG

California State Controller

LOCAL AGENCY INVESTMENT FUND
REMITTANCE ADVICE

Agency Name CA AFFILIATED RISK MGMT AUTH

Account Number 35-34-009

As of 04/15/2011, your Local Agency Investment Fund account has been directly credited
with the interest earned on your deposits for the quarter ending 03/31/2011.

Earnings Ratio

Interest Rate

.00001390282087521

0.51%

Dollar Day Total

Quarter End Principal Balance

Quarterly Interest Earned

$

$

$

414,084,494.98

4,040,239.56

5,756,94

http://Iaif. sco .ca. gov IResul t.aspx 5/27/2011 30



State of California
Pooled Money Investment Account

Market Valuation

3/31/2011

United States Treasury:

Bills $ 25,427,574,805,62 $ 25,469,896,416.39 $ 25,477,542,750,00 NA

Notes $ 7,600,585,503,27 $ 7,599,407,773.27 $ 7,638,459,500,00 $ 18,430,902,50

Federal Agency:

SBA $ 542,409,471,18 $ 542,403,518,22 $ 541,019,321.57 $ 580,753.60

MBS-REMICs $ 505,712,588,13 $ 505,712,588,13 $ 540,404,807,88 $ 2,393,771,01

Debentures $ 1,377 ,365,350.08 $ 1,376,588,447,30 $ 1,377,316,000,00 $ 2,540,482,25

Debentures FR $ 200,000,000,00 $ 200,000,000.00 $ 200,040,000,00 $ 68,600,00

Discount Notes $ 8,676,516,304,06 $ 8,699,632,180.45 $ 8,704,376,220.00 NA

GNMA $ 52,779,05 $ 52,779,05 $ 53,983,04 $ 521,59

IBRD Deb FR $ 300,000,000.00 $ 300,000,000,00 $ 300,636,000.00 $ 294,87258

CDs and YCDs FR $ 800,000,000,00 $ 800,000,000,00 $ 800,000,000.00 $ 391,949,67

Bank Notes $ 650,000,000,00 $ 650,000,000,00 $ 650,092,242.52 $ 216,666,67

CDs and YCDs $ 5,875,000,888,64 $ 5,875,000,888,64 $ 5,875,326,055,55 $ 2,207,243,06

Commercial Paper $ 6,635,606,940,28 $ 6,637,947,366,58 $ 6,637,761,908,36 NA

Corporate:

Bonds FR $ - $ - $ - $ -

Bonds $ - $ - $ - $ -

Repurchase Agreements $ - $ - $ - $ -

Reverse Repurchase $ - $ - $ - $ -

Time Deposits $ 3,803,640,000,00 $ 3,803,640,000,00 $ 3,803,640,000,00 NA

AS 55 & GF Loans $ 5,983,610,355,22 $ 5,983,610,355.22 $ 5,983,610,355,22 NA

TOTAL $ 68,378,074,985,53 $ 68,443,892,313.25 $ 68,530,279,144,14 $ 27,125,762,93

Fair Value Including Accrued Interest $ 68,557,404,907,07

Repurchase Agreements, Time Deposits, AS 55 & General Fund loans, and
Reverse Repurchase agreements are carried at portfolio book value (carrying cost),

The value of each participating dollar equals the fair value divided by the amortized cost (1.001262155),
As an example: if an agency has an account balance of $20,000,000,00, then the agency would report its
participation in the LAIF valued at $20,025,243,11 or $20,000,000,00 x 1.001262155.
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Bill Lockyer, State Treasurer
Inside the State Treasurer's Office

PMIA Performance Report LAIF Performance Report

Quarter ending 03/31/2011

415/2011 0.46 0.46 196
4/6/2011 0.46 0.46 196
4/7/2011 0.46 0.46 205
4/8/2011 0.46 0.46 205
4/9/2011 0.46 0.46 205

4/10/2011 0.46 0.46 205
4/11/2011 0.46 0.46 199
4/12/2011 0.46 0.46 199
4/13/2011 0.46 0.46 198
4/14/2011 0.46 0.46 199
4/15/2011 0.45 0.46 197
4/16/2011 0.45 0.46 197
4/17/2011 0.45 0.46 197
4/18/2011 0.45 0.46 195

Apportionment Rate:
Earnings Ratio:

Fair Value Factor:
Daily:

Quarter To Date:

Average Life:

0,51%
.00001390282087521
1.001262155
0.45%
0.52%
193

PMIA Average Monthly Effective Yields

MAR 2011
FEB2011 0.512%
JAN 2011 0.538%

*Daily yield does not reflect capital gains or losses

Pooled Money Investment Account
Portfolio Composition

$68.4Billion
03/31/11

Loans

Corporate Bonds 8,75%
0.00%

Commercial Paper

9,70%

CDs/BNs
10,72%

Treasuries
48.30%

Time Deposits
5,56%

Agencies
16,23% Mortgages

0,74%

32



LAIF Regular Monthly Statement Page 1 of 1

Local Agency Investment Fund
P.O. Box 942809
Sacramento, CA 94209-0001

(916) 653-3001
CALIFORNIA AFFILIATED RISK MANAGEMENT
AUTHORITIES
FINANCE MANAGER
1750 CREEKSIDE OAKS DRIVE
SUITE 200
SACRAMENTO, CA 95833

www.treasurer.ca.gov /pmia
-laif

March 02, 2011

PMIA Average Monthly Yields

Account Number: 35-34-009

Transactions
Tran Type Definitions

February 2011 Statement

Effective Transaction Tran Confirm
Date Date Type Number Authorized Caller

2/28/2011 2/28/2011 RW 1307993 NANCY BROADHURST

Amount
-155,000.00

Account Summary

Total Deposit:

Total Withdrawal:

0.00 Beginning Balance:

-155,000.00 Ending Balance:

4,645,239.56

4,490,239.56

https://laifms.treasurer.ca.gov/RegularStatement.aspx 3/2/2011
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LAll Kegular Monthly Statement

Local Agency Investment Fund
P.O. Box 942809
Sacramento, CA 94209-0001

(916) 653-3001
CALIFORNIA AFFILIATED RISK MANAGEMENT
AUTHORITIES
FINANCE MANAGER
1750 CREEKSIDE OAKS DRIVE
SUITE 200
SACRAMENTO, CA 95833

Transactions
Tran Type Definitions

Page 1 of 1

www.trcasurer.ca.gov/pmia
-laif

March 07, 2011

PMIA Average Montlllv Yields

Account Number; 35-34-009

January 2011 Statement

Effective
Date

1/5/2011

1/14/2011

1/19/2011

Transaction Tran Confirm
Date Type Number

1/4/2011 RW 1300228
1/13/2011 QRD 1303712

1/18/2011 RW 1304154

Authorized Caller
NANCY BROADHURST
SYSTEM
NANCY BROADHURST

Account Summary

Total Deposit:

Total Withdrawal:

6,697.34 Beginning Balance:

-375,000.00 Ending Balance:

https://laifms.treasurer.ca,gov/RegularStatement.aspx

Amount
-85,000.00

6,697.34
-290,000.00

5,013,542.22

4,645,239.56

3/7/2011
34



CURRENT ASSETS

 Cash in Bank 929,849$           
Local Agency Investment Fund 4,040,240
Market Valuation - LAIF 5,099                 
Investments - Managed Portfolio 2,771,842
Market Valuation - Investment 2,909
Accounts Receivable 176
Interest Receivable 99,944               
Prepaid Expenses 24,319               
Prepaid Insurance 492,471

TOTAL CURRENT ASSETS 8,366,850        

NONCURRENT ASSETS

Investments - Managed Portfolio (Net of Rate Stabilization Fund) 20,845,092        
Market Valuation - Investment 3,428                 

TOTAL OTHER ASSETS 20,848,521      

TOTAL ASSETS 29,215,371$    

CURRENT LIABILITIES

Accounts Payable 3,113$               
Deferred Revenue 1,617,683
Equity Payable to Withdrawing Member 14,523
Reserve for Claims 4,200,000          

TOTAL CURRENT LIABILITIES 5,835,319        

NONCURRENT LIABILITIES

Equity Payable to Withdrawing Member - Long Term Portion 7,262
Reserve for Claims 1,553,730
Reserve for IBNR 11,231,671        

TOTAL NONCURRENT LIABILITIES 12,792,663      

TOTAL LIABILITIES 18,627,982      

NET ASSETS

Unrestricted Net Assets - Prior Years 8,128,642
Net Assets - Current Year 2,458,746          

TOTAL NET ASSETS 10,587,389      

TOTAL LIABILITIES AND NET ASSETS 29,215,371$    

LIABILITIES AND NET ASSETS

California Affiliated Risk Management Authorities
~  BALANCE SHEET  ~

As of March 31, 2011
(Unaudited)

ASSETS

35



% $
Actual Budget Used Variance

OPERATING REVENUES

Deposit Premium 4,853,049$       6,470,731$ 75% 1,617,682$     
Investment Income 192,910 0 (192,910)
Misc Income 209 0 (209)

TOTAL OPERATING REVENUES 5,046,168$       6,470,731   78% 1,424,563       

OPERATING EXPENSES

Direct Expenses
 Claims Paid 3,495,639$       *
 Incr/(Decr) in Reserves (2,715,287)

Subtotal Claims Expense 780,352 4,051,081   19% 3,270,729       

Reinsurance 1,066,219 1,421,625 75% 355,406
Excess Insurance 410,419 547,225 75% 136,806          

Subtotal All Direct Expenses 2,256,989 6,019,931   37% 3,762,942       

General & Administrative Expenses
Program Management 216,750            289,000 75% 72,250
Membership Dues 1,125                1,800 62% 675                 
Financial Audit 8,100 7,800 104% (300)
Claims Audit 29,900 29,900 100% 0
Actuarial Services 0 7,800 0% 7,800              
Legal Services 43,893 60,000 73% 16,107            
Marketing, Consultants and Website 450 5,000 9% 4,550              
Board Meetings 954                   2,000 48% 1,046              
Annual Retreat 7,113 15,000 47% 7,887
Fidelity Bond 775 1,000 77% 225
Accreditation 1,500 1,500 100% 0
Investment Management Fees 19,747 20,000 99% 253                 
Bank Fees 127 0 (127)                
Contingency 0 10,000 0% 10,000            

Subtotal General & Admin Expenses 330,433            450,800       73% 120,367          

Member Equity Distribution 0 0 0

TOTAL OPERATING EXPENSES 2,587,422         6,470,731   40% 3,883,309       

CHANGE IN NET ASSETS 2,458,746$       0

* Amount budgeted for claims expense is for the current program year only.
Actual Claims Paid expense includes payments for all program years.

19%

California Affiliated Risk Management Authorities
~  INCOME STATEMENT  ~

For the Quarter Ended March 31, 2011
(Unaudited)

4,051,081 3,270,729
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BYLAWS 

 ARTICLE I 

 DEFINITIONS 

 

The term in these Bylaws shall be as defined herein and in the Agreement creating the California 

Affiliated Risk Management Authorities, unless otherwise specified herein. 

 

A. "Agreement" shall mean the Joint Powers Agreement Creating the California 

Affiliated Risk Management Authorities. 

 

B. "Alternate" shall mean the person designated by the Member to act as a director of 

CARMA in the absence of the Representative.  The Alternate should have the same 

responsibility, power and authority as the Representative. 

 

C. "CARMA" shall mean the California Affiliated Risk Management Authorities, an 

agency created by the Agreement. 

 

D. "Board" or "Board of Directors" shall mean the governing body of CARMA 

composed of one Representative of each Member. 

 

E. "Coverage Programs" shall mean coverages provided by CARMA pursuant to a 

Memorandum of Coverage and/or provided by a purchased Coverage Program.  

These may include but are not limited to property, workers' compensation, and 

liability coverages as may be determined by the Board. 
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F. "Deposit Premium" shall mean the annual dollar amount determined by the Board of 

Directors which is payable by each Member as its established share of the funding 

required to cover the financial obligations of a Coverage Program in which the 

Member participates. 

 

G. "Member" shall mean any organization that is a party to the Agreement. 

 

H. "Memorandum of Coverage" shall mean a document issued by CARMA to Members 

specifying the type, amount and conditions of coverage provided to each participant 

by CARMA. 

 

I. "Program Year" shall mean a period of time determined by the Board, usually 12 

months, into which each Coverage Program shall be segregated for purposes of 

accounting and record-keeping. 

 

J. "Representative" shall mean the person designated by the Member to act as a director 

of CARMA.  The Representative shall have the authority to bind the Member on any 

and all matters relating to the business of CARMA. 

 

 ARTICLE II 

 OFFICES 

 

The principal office for the transaction of business of CARMA and receipt of all notices is hereby 

fixed and located as described in Appendix A attached hereto and incorporated herein by reference.  

The Board shall have the authority to change the location of the principal office.  Other business 

offices may at any time be established by the Board at any place or places where CARMA is 

authorized to do business. 
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 ARTICLE III 

 DIRECTORS & OFFICERS 

 

Each Member of CARMA shall appoint a Representative to the Board of Directors.  The appointment 

shall be in writing, directed to CARMA at its designated principal office and shall remain in effect 

until the receipt of a notice designating a replacement.  Each Member shall also designate an 

Alternate, in the manner described above, to act in the absence of its duly appointed Representative. 

 

 ARTICLE IV 

 ELECTION, APPOINTMENT AND DUTIES OF OFFICERS 

 

A. ELECTION OF OFFICERS 

 

The President and Vice-President shall be elected, as individuals, from among the Board of 

Directors and serve for a term of one year. 

 

Voting for officers will be conducted at the Board meeting immediately preceding July 1. Each 

Director shall cast one vote for each office.  The candidate receiving a plurality of votes for the 

particular office will be elected and will assume the office upon his/her election.  In the event of a tie 

vote, with no candidate receiving a plurality, those not involved in the tie vote will be eliminated and 

the remaining candidates will draw lots. 

 

The President and Vice-President will serve for their elected term of office until termination of 

employment or office with a Member; or until removal from office by the affirmative vote of two-

thirds of the Members of the entire Board of Directors.  Vacancies in the offices of President or 

Vice-President will be filled by a majority vote of the remaining Directors until the next scheduled 

election. 

 

B. APPOINTMENT OF OFFICERS 
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The President will appoint a Secretary, Treasurer, and such other officers as deemed appropriate 

subject to approval of the Board. 

 

C. DUTIES OF OFFICERS 

 

1. President - The President will preside at all meetings of CARMA.  The President shall 

appoint the members of committees as necessary or appropriate for carrying on the 

activities of CARMA.  Committees appointed by the President may hold office 

beyond the President's term subject to the approval of the new President. The 

President shall execute documents on behalf of CARMA as authorized by the Board 

of Directors and shall serve as the primary liaison between this and any other 

organization. 

 

2. Vice-President - In the absence of or temporary incapacity of the President, the Vice-

President shall exercise the functions covered in "1" above.  The Vice-President shall 

also serve as the auditor/controller of CARMA. 

 

3. Secretary - The Secretary shall be present at all meetings of CARMA to cause 

minutes to be kept, to maintain or cause to be maintained all accounting and other 

financial records of CARMA, to file all financial reports of CARMA, and to perform 

such other duties as the Board may specify. 

 

4. Treasurer - The duties of the Treasurer shall be those specified in Sections 6505.5 or 

6505.6 of the California Government Code, to receive and keep safe all money 

coming into the treasury, to comply with all laws governing the deposit and 

investment of funds,  and to submit a monthly report (Treasurer's Report) to the 

Board summarizing receipts, disbursements, and fund balances, along with a listing 

of all investments and other duties as specified by the Board. 

54



 
  Effective 6/22/11 
  

Page 5 

Deleted: 6/16/06

 

 ARTICLE V 

 BOARD OF DIRECTORS MEETINGS 

 

There shall be at least one regular meeting of the Board of Directors each year that shall be 

designated as the annual membership meeting.  The President may request special meetings of the 

Board as needs dictate.  Special meetings may also be called by at least one-third of the Board 

Members.  Notice of such special meetings shall be delivered personally, by electronic facsimile 

transmission or by mail, as provided by state law to each Board member at least twenty-four (24) 

hours before the time of such meeting. 

 

A regular or special meeting of the Board may be cancelled or postponed by the President by notice 

delivered personally, by electronic facsimile transmission or by mail, as provided by state law to 

each  Board member at least twenty-four (24) hours before the time of such meeting.  The annual 

membership meeting may be postponed but not cancelled. 

 

No business may be transacted by the Board or other appointed committees without a quorum of its 

respective Members being present.  A quorum of the Board shall consist of a majority of its 

Members.  Unless otherwise required, a majority of the Members present must vote in favor of a 

motion to approve it.  The Board shall conduct its business in accordance with Roberts Rules of 

Order.   

 

An agenda of each Board meeting shall be published and posted at the principal office of CARMA in 

accordance with applicable state law. 

 

 

Official minutes of the Board meetings shall be kept by CARMA in a minute book at its principal 

office and shall be distributed to the Members as soon after the meetings as practicable. 

 

55



 
  Effective 6/22/11 
  

Page 6 

Deleted: 6/16/06

 ARTICLE VI 

 DUTIES OF DIRECTORS 

 

The Board of Directors shall be responsible for governing CARMA either directly or by delegation 

to  other bodies or persons unless prohibited by law or the Agreement and shall exercise all those 

powers    not specifically reserved to the Members in the Agreement.   Each director shall be entitled 

to cast one  vote in all matters requiring a vote, except in the case of an actual or potential conflict of 

interest. 

 

 ARTICLE VII 

 ADMINISTRATOR 

 

There will be a CARMA Administrator appointed by the Board.  The Administrator shall be 

responsible for the day-to-day administration, management, and operation of CARMA's programs of 

risk management   and he/she will be subject to the direction and control of the Board. The 

Administrator may, but need not be, a consultant or an employee of a corporation or CARMA. 

 

The Administrator, either personally or through delegation, shall: 

 
1. Monitor the status of CARMA's programs and operations, losses, administrative and 

operational costs, service companies' and brokers' performance and report to the 

Board; 

 

2. Prepare a budget in accordance with Article X;  

 

 

3. Prepare a report annually that compares each fiscal year's budgeted to actual 

expenditures; 

 

56



 
  Effective 6/22/11 
  

Page 7 

Deleted: 6/16/06

4. Engage the services of an independent financial auditor selected by the Board and 

present the findings to the Board; 

 

5. Invoice Members for deposit premiums and other amounts due; 

 

6. Report to the Board any invoices not paid and outstanding for more than thirty (30) 

days; 

 

7. Prepare vouchers, invoices, or other demands for payment for approval of the 

President and, upon approval, submit the demands to the Treasurer for payment; 

 

8. Maintain detailed financial records of all income, expenses, cash deposits, and 

withdrawals; 

 

9. Maintain financial records according to generally accepted accounting principles 

including the Governmental Accounting Standards Board guidelines; 

 

10. Present timely quarterly and annual financial statements to the Board; 

 

11. Assist the Board in selecting brokers, insurance companies, and claims 

administrators; 

 

12. Select and supervise CARMA employees and agents as authorized by the Board; 

 

13. Design and implement new CARMA Coverage Programs as directed by the Board; 

 

14. Conduct the business of CARMA in a manner consistent with the standards set forth 

by the California Association of Joint Powers Authorities (CAJPA) for their 

accreditation program; and 
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15. Perform whatever functions necessary and within the Administrator's authority to 

manage the daily activities of CARMA and its Coverage Programs. 

 

CARMA shall compensate the Administrator or his/her employer for services to CARMA in such 

amount and manner as may be fixed from time-to-time by the Board.  Details respecting 

compensation, termination, and other employment related matters pertaining to the Administrator 

shall be governed by the Bylaws and such terms and conditions as the Board shall set forth in a 

contract or agreement. 

  

ARTICLE VIII 

 COVERAGE PROGRAMS 

 

CARMA shall establish Coverage Programs in such areas as the Board may select.  The Board shall 

establish the levels of coverage to be offered in each program, determine the financial contributions 

to be required of participants at each level, and establish procedures for the administration of the 

programs. 

 

 ARTICLE IX 

 ADOPTION OF NEW COVERAGE PROGRAMS 

 

The Board of Directors may develop the details of any new Coverage Program that will serve to 

benefit the Members in any manner.  In the event of such development, the estimated deposit 

premium shall be developed by the Administrator and presented to each Member by the 

Administrator.  Each Member shall have ninety days from the date of such notice to state in writing 

their intent to join or refrain from joining    the new Coverage Program.  Upon conclusion of the 

notice period, deposit premiums will be determined and billed to the participating Member. Each 

Member that elects to participate will be bound   to the new Coverage Program for the period of 

time so required, unless the actual contribution exceeds the estimate.  Nonetheless, a Member may 
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elect to continue participation in the Coverage Program at the higher deposit premium rate by 

informing CARMA in writing. 

 

 ARTICLE X 

 BUDGET 

 

On or before April 30 of each year, the Board shall adopt the budget for the next fiscal year. 

  

ARTICLE XI 

 RECEIPT AND DISBURSEMENT OF FUNDS 

 

Revenues of CARMA shall be received at its principal office.  The Treasurer shall safeguard and 

invest funds in accordance with CARMA's current investment policy. 

 

The President, Vice-President, Treasurer, and Administrator shall be authorized signatories of 

CARMA's checking account.  All checks disbursing funds of CARMA shall be signed by the 

appropriate number of officers as established by action of the Board. 

 

A register of all checks issued since the previous Board meeting shall be provided at each 

subsequent Board meeting for approval. 

 

The Administrator shall be authorized to make all expenditures for goods or services without 

specific approval, to the extent such funds have been included and approved by adoption of the 

budget or as previously approved by the Board. 

ARTICLE XII 

 BILLINGS 

 

A. ANNUAL BILLINGS 
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Each year, not later than July 1, CARMA shall bill each Member for all deposit premiums for the 

next program year.  The annual billing shall be due and payable on July 31, and shall be delinquent 

if not paid on or before first working day in August. 

 

B. ADDITIONAL BILLINGS 

 

There may be additional billings in accordance with CARMA's governing documents. 

 

C. PENALTIES FOR DELINQUENT PAYMENTS 

 

Members with delinquent amounts due shall be assessed a penalty of two (2) percent of the 

delinquent billing. 

 

D. INTEREST ON DELINQUENT AMOUNTS PAYABLE 

 

Interest shall accrue on all delinquent amounts due and payable to CARMA at a rate of ten (10) 

percent per annum.  In the computation of interest, any portion of a month shall be counted as a 

whole month. 

 

 

 

E. FAILURE TO PAY BILLINGS, PENALTIES, OR INTEREST 

 

Failure to pay billings, penalties, or the accrued interest may result in expulsion of the Member from 

CARMA in accordance with the CARMA Agreement. 

 

F. DUTIES OF WITHDRAWN OR EXPELLED MEMBERS 

 

Withdrawal or expulsion of a Member shall be in accordance with the provisions of the Master Plan 
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Document. The withdrawal or expulsion of any Member shall not terminate its responsibility to 

contribute its share of premiums or funds to any fund, coverage, or insurance program created by 

CARMA. All current and past Members shall be responsible for their respective share of the 

expenses, as determined by the Administrator, until all claims, or other unpaid liabilities, covering 

the period of the current or past Member’s participation in the risk pooling program have been finally 

finally resolved and a determination of the final amount of payments due by, or credit to, the 

Member for the period of its participation has been made by the Board. 

 

Withdrawn or expelled Members that have formerly participated in a Coverage Program shall be  

required to pay all applicable billings for the program years in which they participated.  Delinquent  

 billings shall be treated in the same manner as set forth above as if the withdrawn or expelled 

Member still participated in a Coverage Program. 

 

G. PENALTIES FOR NON-PAYMENT BY FORMER MEMBER 

 

Failure to pay billings, penalties, or accrued interest thereon shall constitute breach of the Agreement 

between the former Member and CARMA.  The former Member shall be liable for the billings, 

penalties, accrued interest, and all costs incurred by CARMA in the enforcement of all provisions set 

forth in this Document.  

 

 ARTICLE XIII 

 AUDITS 

 

A. FINANCIAL AUDIT 

 

The Board shall cause to be made, by a qualified CPA, an annual audit of the accounts and records 

of CARMA.  The minimum requirements of the audit shall be those prescribed by state law. 

 

The audit report shall be filed with the State of California within six (6) months of the end of the 
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fiscal year under examination.  CARMA shall provide a copy of the audit report as a public record to 

each Member. 

 

CARMA shall bear all costs of the audit.  Such costs shall be charged against the operating funds of 

CARMA. 

 

ARTICLE XIV 

 NEW MEMBERS 

 

Any public agency acceptable to the Board of Directors shall be eligible for membership in CARMA. 

A prospective member will submit the information required for application to CARMA. 

 

Upon review of a prospective Member's application, the Administrator will prepare a report that will 

be presented to the Board of Directors and the prospective Member will be invited to attend a 

meeting of the Board of Directors to respond to questions concerning the application.  The 

affirmative vote of two-thirds of the Representatives of the entire Board of Directors is necessary for 

admission to CARMA. 

 

 

 

ARTICLE XV 

 EXECUTION OF CONTRACTS 

 

The Board may authorize any officer or officers, agent or agents, to enter into any contract or 

execute any instrument in the name and on behalf of CARMA, and such authorization may be general 

or confined to specific instances.  Unless so authorized by the Board of Directors, no officer, agent 

or employee shall have any authority to bind CARMA by any contract or to pledge its credit or to 

render it liable for any purpose. 
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 ARTICLE XVI 

 NOTICES 

 

Notices to CARMA shall be in writing and delivered to the mailing address of CARMA. 

 

Notices to Members shall be in writing and delivered to the appointed Representative or mailed to 

the address of record. 

 

Reportable claims against Members shall be forwarded to the mailing address of CARMA. 

 

 ARTICLE XVII 

 EFFECTIVE DATE 

 

These Bylaws, as amended, shall be effective June 16, 2006. 

 

The adoption of the Bylaws shall supersede any prior amendments, by resolution or otherwise and to 

the extent that prior amendments are not included or are contradictory to any provisions contained 

herein, they are hereby specifically revoked. 

 ARTICLE XVIII 

 AMENDMENTS 

 

These Bylaws may be amended by a majority vote of the entire Board of Directors provided that any 

amendment is compatible with the purposes of CARMA, is not in conflict with the Agreement, and 

has been submitted to the Board of Directors at least thirty (30) days in advance. 

 

Any such amendment shall be effective immediately, unless otherwise designated. 

 

ARTICLE XIX 

 SEVERABILITY 

63



 
  Effective 6/22/11 
  

Page 14 

Deleted: 6/16/06

 

Should any portion, term, condition or provision of these Bylaws be decided by a court of competent 

jurisdiction to be illegal or in conflict with any law of the State of California, or be otherwise 

rendered unenforceable or ineffectual, the validity of the remaining portions, terms, conditions and 

provisions shall not be affected thereby. 

 

 ARTICLE XX 

 SUBORDINATION 

 

Should any portion, term, condition or provision of these Bylaws be in conflict with the Agreement, 

the terms of the Bylaws will be subordinate to the Agreement. 

 

 

 

 

 

 

 ARTICLE XXI 

 RECORD RETENTION POLICY 

 

CARMA's records will be retained in accordance with the policy adopted by the Board. 

 

 APPENDIX "A" 

 

The principal address of the California Affiliated Risk Management Authorities (CARMA) for the 

transaction of business and receipt of all notices shall be: 

 

California Affiliated Risk Management Authorities (CARMA) 
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1750 Creekside Oaks Drive, Suite 200 

  

Sacramento, CA 95833   

 

Phone (800) 541-4591   Fax (916) 244-1199  

Deleted: 1831 K Street 

Deleted: 95811  

Deleted: 1198  
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CARMA 
Board of Directors’ Meeting 

June 22, 2011 
 

 

 
 

ADMINISTRATIVE MATTERS 
 
SUBJECT: Resolution of the Board of Directors of CARMA Establishing Meeting Dates 

for the 2011/2012 Program Year 
              
 
BACKGROUND AND STATUS: 
 
Annually, the CARMA Board of Directors reviews and approves meeting dates for the next 
program year. Enclosed is a draft resolution establishing meeting dates for the 2011/2012 
program year.   
 
In preparation for discussion of the proposed meeting dates, it is suggested that Board Members 
review their calendars to determine availability. 
 
RECOMMENDATION: 

 
The Board adopts Resolution No. 4-2010/2011, as presented 
 
REFERENCE MATERIALS ATTACHED: 
 

 Resolution 4-2010/2011 Establishing Meeting Dates for the 2011/2012 Program Year 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Agenda Item 6.A. 
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RESOLUTION NO. 4-2010/2011 
 

RESOLUTION OF THE BOARD OF DIRECTORS OF THE 
CALIFORNIA AFFILIATED RISK MANAGEMENT AUTHORITIES 

ESTABLISHING MEETING DATES FOR THE 2011/2012 FISCAL YEAR 
 

BE IT RESOLVED THAT: 
 
The following meeting dates are hereby established for the 2011/2012 fiscal year: 
 
Friday, September 9, 2011     Wednesday, April 18, 2012 
South Lake Tahoe, 9:00 a.m.     Sacramento, 10:00 a.m. 
 
Friday, January 13, 2012     Wednesday, June 20, 2012 
Bodega Bay, 9:00 a.m.     Sacramento, 10:00 a.m. 

 
ANNUAL RETREAT/BOARD MEETING 
 
Thursday, January 12, 2012 
Bodega Bay, 9:00 a.m. - 5:00 p.m. 
 
Friday, January 13, 2012 
Bodega Bay, 9:00 a.m. - 12 noon 
 
This Resolution was adopted by the Board of Directors at a regular meeting of the Board on June 
22, 2011, in Sacramento, California, by the following vote: 
 
 
AYES        
 
NOES        
 
ABSTAIN       
 
ABSENT       
 
 
              
        PRESIDENT 
 
ATTEST: 
 
 
       
BOARD SECRETARY 
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CARMA 
Board of Directors’ Meeting 

June 22, 2011 
 

 

 
ADMINISTRATIVE MATTERS 

 
SUBJECT: 2012 Expanded CARMA Liability Claims Audit – Inclusion of PARSAC in  
  the Claims Audit 
              
 
BACKGROUND AND STATUS: 
 
Each year an audit of the CARMA liability claims is conducted by an independent consultant 
auditor.  For the past few years, Mr. Tim Farley, Farley Consulting Services, has conducted these 
audits.   
 
At the April 21, 2010, meeting, the Board of Directors discussed a liability claims audit proposal 
from Farley Consulting Services for years 2011, 2012, and 2013. The proposal included a 
standard audit for years 2011 and 2013, and a proposed expanded audit for 2012 that included 
claims for PARSAC and each CARMA member would receive a breakout report in addition to 
the usual comprehensive report completed for CARMA. The following prices were quoted for 
the 2011-2013 audits: 
 

 2011 (standard audit scope) $18,900 
 2012 (expanded audit scope) $29,900 
 2013 (standard audit scope) $18,900 

 
The Board approved a standard audit scope for years 2011 and 2013. In light of PARSAC’s 
withdrawal from CARMA, the Board determined it would do an expanded report for 2010 to 
include PARSAC; however, felt it should review if a need exists to do the same for 2012.  As 
such, the Board approved the standard audits for 2011 and 2013, respectively, and evaluate if it 
is necessary to conduct an expanded report for 2012, which would include an audit of the 
PARSAC claims.   
 
Staff recommends the Board take this time to discuss the need for an expanded audit for 2012.  
At the writing of this report, PARSAC has approximately 20 open claims and PARSAC’s 
exposure within CARMA will continue to diminish as time goes on.  
 
RECOMMENDATION: 
 
The Board discusses if it desires an expanded CARMA Liability Claims Audit in 2012, which 
would include PARSAC, and provides direction to staff. 
 
REFERENCE MATERIALS ATTACHED: 
 
None 
 

Agenda Item 6.B. 
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CARMA 
Board of Directors’ Meeting 

June 22, 2011 
 

 

 
 

FINANCIAL MATTERS 
 

SUBJECT: Quota Share Renewal Consideration 
             
 
BACKGROUND AND STATUS: 
 
At the May 20, 2011, meeting, the CARMA Board of Directors discussed quota sharing and 
corridor marketing options for excess coverage and directed Alliant to pursue obtaining quotes 
for a 50% quota share arrangement. 
 
Mr. Mike Simmons and Ms. Susan Adams, Alliant Insurance Services, have compiled results for 
the 50% Quota Share for the 2011/2012 Program Year for review by the Board.  Mr. Simmons 
and Ms. Adams will provide additional information for the Board at the meeting. 
 
RECOMMENDATION: 
 
Mr. Mike Simmons and Ms. Susan Adams, Alliant Insurance Services, will discuss the quotation 
results for the CARMA Quota Share option for the 2011/2012 program year at the meeting.  Staff 
will have a recommendation at that time. 
 
REFERENCE MATERIALS ATTACHED: 
 

 Report from Alliant – Quota Share Renewal Consideration 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Agenda Item 7.A. 
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QUOTA SHARE RENEWAL CONSIDERATION 

An extensive review of quota share options was conducted and the only really viable option for 
CARMA would be a proposal from Genesis to share 50 percent of the CARMA self funded 
$3,000,000 xs $1,000,000 layer.  The carrier is willing to reinsurer the whole layer for about 
$250,0001 less than CARMA plans to fund this (at the 75%/discounted) level. A fifty percent quota 
share result is a reduction over funding of approximately $100,000 to $125,000 (see chart below). 

    CARMA 75%/Discounted     TOTAL     50% Quota Share 

   Rate:   0.338 
            
3,830,796    $ 1,915,398  

     

   Genesis Indication    

   Rate:   0.321 
            
3,638,750    $ 1,819,3752  

    _________ 

            SAVINGS:      $      96,023  

 

Quota sharing a layer of risk with a carrier can sometimes be an attractive mechanism to reduce 
the risk on any one claim(s), while allowing an organization to increase their “Specific” SIR when 
the cost of excess insurance is high, compared to the pool’s ability to fund to the higher attachment 
(SIR).  It works best when there is enough money for a carrier to be exposed to a percentage share 
in a layer that they may otherwise wish to avoid.   This is more of “defensive” mechanisms that will 
demonstrate value in a “hardening” insurance market environment. The Quota Share tool would 
allow CARMA to “meet a carrier haft way” when they want to insure the current attachment, and 
better act as your reinsurance partner.  Additionally, the higher CARMA discount rate the less 
attractive a quota share option becomes since, over time, CARMA is earning interest income that 
can ultimately be used for claims payments five to seven years away. 

                                                            

1 This $250,000 savings estimate off the full premium for the layer are being discussed to more easily 

compare the 75% Confidence Level funding to the reinsurer’s offer.  We are aware that it would be 

extremely unlikely that CARMA would want to transfer the full $3,000,000 xs $1,000,000 self funded layer 

through an insurance vehicle.  This saving does not match the difference in the two figures indicated in the 

TOTAL column in the chart above due to commission that would be applied in an amount yet to be 

negotiated. 

2 This figure may still be adjusted downward up to an additional $30,000 after final negotiations take place.  

It also includes at 2.5% estimated commission to Alliant since this layer would fall outside of Fee. 
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Although we are not currently facing a “hard” market the quota share opportunity is still attractive 
depending of CARMA risk tolerance.  CARMA actuary projects “Expected/undiscounted” losses 
for this layer to total $3,039,445 (50% would be $1,654,722).  This simply means that, ignoring 
interest income, if you have this level of claims, any payment to a carrier of around $1,654,722 to 
pay ½ of the claims would be a break even deal. (We had hoped that the carrier’s figure would 
come in close to this amount, but instead it is approximately $150,000 higher - - this is their 
“certainty” to earn a profit and cover expenses in excess of interest that they may earn over time). 

Purchasing the 50% quota share option with Genesis when compared to CARMA’s funding at a 
75%/discounted (3.5%) shows a “savings” in the range of $100,000 to $125,000 on paper (based on 
these actual and funding level assumptions).  If it turns out that losses are greater than 75% (or 
interest earnings less than 3.5%) then purchasing the 50% quota share would have been a GOOD 
idea.  On the other hand, if losses are closer to Expected, or interest accrues at a higher amount (due 
to the rate or payment stream) then 50% quota sharing would not have made financial sense.3 

Purchasing this quota share option makes clear sense for CARMA if the Board ever decides to 
reduce risk on the “specific” excess reinsurance attachment and move a program that once again 
funds $4,000,000 xs $1,000,000. 4 We thought it was possible that an increase the “specific” excess 
could save as much as $300,000 to even $400,000, but because of carrier competition this year, 
moving CARMA’s retention up by this $1,000,000 of risk will only save CARMA another $50,000 
to $75,000 in premium.  The actuarial study says that the funding necessary for this layer (at 
75%/discounted) is $352,000.  Again, as a “Hard Market” strategy this may make sense some day; 
by combining these two loss financing/transfer strategies CARMA may be better able to safeguard 
their equity. 

The attached spreadsheet provides information on the indications from three carriers at various 
quota share attachments.  The results surprised us since with Genesis interested in such a low 
attachment.  Date on this spreadsheet also shows the various funding levels based on CARMA’s 
actuarial study as a comparison. 

 

                                                            

3 OBVIOUSLY, if NO losses occur above $1,000,000 then this would have been a bad idea because you 

would not only have paid the carrier the $1,819,000, but you would have lost the accumulated interest 

income. 

4 Please refer to the other Excess Reinsurance Renewal item for more discussion regarding the cost 

benefits of this option. 
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Discounted 3.5% 2 x 2 TOTAL

Quota Share 

(Q/S) Q/S Funding

Expected 0.090 1,020,034$            50.00% 510,017$                

75% CL 3.5%  0.136 1,541,385$            50.00% 770,693$                

80% CL 4% 0.157 1,779,393$            50.00% 889,697$                

75% CL 3.5%  3 x 1

0.338 3,830,796$            50.00% 1,915,398$         

Genesis 3 x 1 Option SAVINGS: 96,023$                   
75% CL 3.5%  1 x 3

0.046 521,351$                50.00% 260,675$            

Brit 1 x 3 Option SAVINGS: 9,550$                     

Selective Indication TOTAL

Quota Share 

(Q/S) Q/S Premium

1 x 3 0.060 676,500$               50.00% 338,250$                

2 x 2 0.139 1,578,500$            50.00% 789,250$                

Genesis IndicationGenesis Indication

2 x 2 0.149 1,691,250$            50.00% 845,625$                

3 x 1 0.321 3,638,750$            50.00% 1,819,375$          <= RECOMMENDED !

Brit Indication TOTAL

Quota Share 

(Q/S) Q/S Premium
Brit is willing to take the 

entire layer or Q/S

1 x 3 (2x1)

EXCLUDES INVERSE 

CONDEMNATION (not an 

issue since above the 

CARMA layer)

Brit 502,250$               50.00% 251,125$                

CARMA

Quota Share 

(Q/S) Q/S Premium

3 x 1

Exp./Undiscounted 0.292 3,309,445$            50% 1,654,722              

Exp,/Discounted 0.243 2,758,615$            50% 1,379,307              

3 x 1

Exp./Undiscounted 0.292 3,483,626$            includes 5% comm.

Exp,/Discounted 0.243 2,758,615$           

Payroll: 1,133,371,484$   
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CARMA 
Board of Directors’ Meeting 

June 22, 2011 
 

 

 
FINANCIAL MATTERS 

 
SUBJECT: Renewal Rates for Specific Reinsurance and Excess Coverage for the 

2011/2012 Program Year 
             
 
BACKGROUND AND STATUS: 
 
Mr. Mike Simmons and Ms. Susan Adams, Alliant Insurance Services, are in the process of 
compiling renewal rates for the 2011/2012 Program Year for review by the Board.  Mr. Simmons 
and Ms. Adams will provide additional information for the Board at the meeting. 
 
RECOMMENDATION: 
 
Mr. Mike Simmons and Ms. Susan Adams, Alliant Insurance Services, will provide rates and 
options for the CARMA reinsurance and excess coverage for the 2011/2012 program year at the 
meeting.  Staff will have a recommendation at that time. 
 
REFERENCE MATERIALS ATTACHED: 
 

 CARMA 2011/2012 Liability Renewal (Reinsurance and Excess Layers) 
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June 6, 2011

Ms. Karen Thesing
Manager, Program Administration
Bickmore Risk Services and Consulting
1750Creekside Oaks Drive, Suite 200
Sacramento, CA 95833

CARMA 2011/2012 Liability Renewal (Reinsurance and Excess Layers)

Dear Karen:

Alliant is pleased to provide CARMA with two very good options for your reinsurance renewal
this year; both with carriers that are relatively new to the Public Entity marketplace, but with
staff and management with significant public agency experience.

The Starr Indemnity option is a 15% premium reduction from expiring and the AmTrust option
is 21% reduction. The Alliant ANML program (that currently works through CV Starr) was
aggressively marketed with numerous carriers this year. Just recently Alliant chose to move the
ANML to AmTrust effective July IS\ allowing the opportunity for CARMA to now obtain a
standalone competitive quote through CV Starr direct. This placed CARMA in a excellent
position to achieve a very competitive option from CV Starr who obviously is very interested in
retaining your account since early estimates during the renewal cycle had suggested a slight
mcrease.

These carriers Best Ratings are A X and A IX, respectfully. As you are aware, your current
reinsurer, Everest was replaced by Starr Indenmity by the CV Starr Underwriting team (MGU) in
January, but continues to be involved in the reinsurance behind the Starr Indemnity paper.

We also marketed the coverage with a number of other carriers. Genesis indicated a premium in
the range of $2,500,000-$3,000,000 and Iron Shore indicated that they could not compete with
the current pricing and would also need to exclude subsidence coverage. Since these options
were significantly higher and more restrictive coverage than expiring, we did not ask them to
finalize the proposals. Allied World Assurance Company (AWAC) is also currently reviewing
your account. If we receive favorable terms from them similar to Starr or AmTrust, we will
advise you once received.

Your excess insurance layer above $14 million will renew with Colony. This layer is currently
priced at $530,000 but as of agenda mailing date we were not yet able to see if a reduction will
occur due to the decrease in the Reinsurance layer. Any change will be reported to you prior to
the Board meeting.

The quotations are detailed on the following pages; if you have any questions please let us know.

Alliant 1nsurance Services, Inc.• 1792 Tribute Road, Suite 450. Sacramento, CA 95815
PHONE (916)643-2704. www.alliantinsurance.com . License No. OC36861 74



&)4//iant

QUOTATION #1

COVERED PARTY: California Affiliated Risk Management Authorities (including all
members listed on Endorsement #1 of CARMA's MOC.

REINSURER: Starr Indemnity and Liability Company

AM BEST RATING: AX

REINSURANCE LIMITS: $10,000,000 per occnrrence and in the aggregate where applicable excess
of Retained Limit

$10,000,000 policy aggregate as respects for subsidence, per JPA
member of Covered Party

RETAINED LIMIT: $4,000,000 each occurrence

COVERAGE FORM: Excess of Loss Certificate of Casualty Facultative Reinsurance providing
reinsurance of CARMA's Memorandum of Coverage.

The reinsurance certificate will include the following clarification of
limits: "Retention shall be $4,000,000 each occurrence subject to no
drop down over sublimited coverage provided in the MOC".

PREMIUM: $1,154,200 minimum annual premium
$ 288,550 minimum earned premium
Premium is due and payable within 20 days

COMMISSION:

BROKER FEE: $68,290

Alliant Insurance Services, Inc.• 1792 Tribute Road, Suite 450 • Sacramento, CA 95815
PHONE (916)643-2704 • www.alIiantinsurance.com • License No. OC36861 75
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QUOTATION #2

COVERED PARTY: California Affiliated Risk Management Authorities (including all
members listed on Endorsement #1 of CARMA's MOC.

REINSURER: Security National Insurance Company (AmTrust Financial Group)

AM BEST RATING: AIX

REINSURANCE LIMITS: $10,000,000 per occurrence and in the aggregate where applicable excess
of Retained Limit

$10,000,000 policy aggregate as respects for subsidence, per member of
Covered Party

RETAINED LIMIT: $4,000,000 each occurrence

COVERAGE FORM: Excess of Loss Certificate of Casualty Facultative Reinsurance providing
reinsurance of CARMA's Memorandum of Coverage.

The reinsurance certificate will include the following clarification of
limits: "Retention shall be $4,000,000 each occurrence subject to no
drop down over sub limited coverage provided in the MOC".

EXCLUSIONS: War Exclusion
Asbestos Exclusion

PREMIUM: $1,071,200 minimum annual premium
$ 267,800 minimum earned premium
Premium is due and payable within 30 days

COMMISSION: NIL

BROKER FEE: $68,290

Alliant Insurance Services, Inc.• 1792 Tribute Road, Suite 450 • Sacramento, CA 95815
PHONE (916)643-2704 • www.alliantinsurance.com • License No. OC36861 76
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EXCESS PLACEMENT

INSURER: COLONY NATIONAL INSURANCE COMPANY

AM BEST RATING: A XII

LIMITS OF COVERAGE: $15,000,000 per occurrence and in the aggregate excess of underlying
limits.

UNDERLYING LIMITS: REINSURANCE LIMITS: $10,000,000 per occurrence and in the
aggregate where applicable excess of Retained Limit

$10,000,000 policy aggregate as respects property damage from
subsidence, per member of Covered Party. This aggregate does not
apply to Bodily Injury claims from subsidence.

RETAINED LIMIT: $4,000,000 each occurrence

PREMIUM: $530,000 premium plus surplus lines taxes and fees of$17,225.

Karen, we have not received the excess premiums as they are based on the underlying. We expect to have
them shortly.

If you have any questions or would like to discuss any of these quotations in more detail, please let us
know.

Sincerely,

~1A-A.J #Ll.. ~

Susan D. Adams
Assistant Vice President

Cc: Michael Simmons, Alliant Insurance Services, Inc.

Alliant Insurance Services, Inc .• 1792 Tribute Road, Suite 450. Sacramento, CA 95815
PHONE (916)643-2704 • www.alliantinsurance.com • License No. OC36861 77



CARMA 
Board of Directors’ Meeting 

June 22, 2011 
 

 

 
FINANCIAL MATTERS 

 
SUBJECT:    Consideration of the Proposed Annual Budget Scenarios for the 2011/2012 Program Year 
             
 
BACKGROUND AND STATUS: 
 
Attached are four Proposed Annual Budget Scenarios for the 2011/2012 program year. To 
facilitate your review, also attached is a Funding Scenario Summary, which compares each 
scenario to the prior year budget as well as to Scenario #1.  The scenarios are summarized as 
follows: 
 

 Scenario #1 Funding for Pooled Losses $3m ex $1m ~ Reinsurance through Starr Indemnity 
 Scenario #2 Funding for Pooled Losses $3m ex $1m ~ Reinsurance through AmTrust Financial  
 Scenario #3 Quota Share Reinsurance $3m ex $1m ~ Reinsurance through Starr Indemnity 
 Scenario #4 Quota Share Reinsurance $3m ex $1m ~ Reinsurance through AmTrust Financial 

 
Each Budget Scenario reflects the following assumptions and significant factors:  
 

 Actual 2010 payroll for all JPAs;  
 Initial attachment layer at $3 million ex of $1 million (Adopted retention level for prior 

year) for all members;  
 Reinsurance purchase of $10 million ex $4 million through either Starr Indemnity 

(Scenarios #1 and 3) or AmTrust Financial (Scenarios #2 and 4), featuring a 14% or 20% 
decrease in premium from the prior year respectively; 

 Excess insurance purchase of $15 million ex $14 million, featuring a flat premium over 
last year’s premium, but an increase in rate of 3.6% due to the commensurate decrease in 
payroll; and 

 A decrease in the administration budget of 1.1%.  Notable changes include: 
 BRS contract - 0.2% decrease (due to the reduction for PARSAC) 
 Financial Audit - 3.7% contractual increase 
 Claims Audit scope - 36.8% bi-annual decrease - Audit for CARMA only 
 Actuarial Review - 2.0% decrease due to renegotiated contract  
 Annual Retreat - 32.3% decrease due to matching to actual expense 
 PFM - 30.0% increase due to additional investment in portfolio 
 Genex - New line item for Medicare set-aside reporting fees. 

 
Scenarios #1 and #2 - Assumptions and significant factors for the $3M ex $1M layer: 
 

 Funding for losses at the 75% confidence level at the actuarially-determined rate of .338 
per $100 of payroll; a decrease of approximately 2.0% from the prior year budget’s 
adopted 80% rate of .345; and   

 Discount rate of 3.5% (Changed from the prior year’s discount rate of 4.0%). 
 

Agenda Item 7.C. 
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Scenarios #3 and #4 - Assumptions and significant factors for the $3M ex $1M layer: 
 
The 50% Quota Share reinsurance purchase option for the $3m ex $1m layer represents a 
significant change from the historical funding of CARMA’s working layer.  This option has the 
following features: 

 The $3M x $1M layer would be a hybrid of pooled funding and reinsurance purchase, in 
that the reinsurance carrier would share 50% of the cost of the losses in the layer in 
exchange for 50% of the premium, $1,819,375, to be paid at the beginning of the 
program year; 

 CARMA’s retention of the remaining $1,819,375 to pay for losses as claims develop;   
 50% of paid losses would be reimbursed by the reinsurance carrier;   
 The premium rate is .321, a 5% decrease from the actuarially determined funding rate at 

the 75% CL in Scenarios #1 and #2; and 
 A reduction in premium from the funding for pooled losses scenarios of $190,720, 

commensurate with the lower rate. 
 
Staff has created an analysis to determine the viability of this option had it been applied to 
CARMA’s working layer historically.  The attachment entitled “Analysis of Quota Share Option 
Applied Historically” reveals that the option would have benefited CARMA in only six of the 
sixteen years shown, and would not have been a benefit overall.  The total difference between 
actual payments and the payments that would have been made under the proposed quota share 
option results in additional payments by CARMA in the amount of $5.5 million over the sixteen 
year period analyzed, had this option been in effect.  (Staff did not include the two most recent 
years in the analysis, as there has been no claim payment activity to date.)  
 
Experience Modification Calculation:  
 

 Individual losses from $100k to $1 million were used in the ex-mod calculation.  
 For the past five years, the JPA ex-mod has been applied to the reinsurance premium, 

which currently covers the $10 million ex $4 million layer.  In the Proposed Budget, 
the allocation has been revised. Two-thirds of the premium will continue to be 
applied to the JPA ex-mod, while one third of the premium will not.  (Next year, the 
allocation will be reversed, and the following year the ex-mod will no longer be 
applied to the reinsurance layer.)   

 The range of years used in the ex-mod calculation continues to be the oldest four of 
the most current six. This budget incorporates the range between 2004/2005 and 
2007/2008.   

 The losses are valued as of 12/31/10. 
 A credibility factor is applied which places a proportionately heavier weight on the 

larger members. 
 Ex-mod factors continue to be capped at .75 on the low end and 1.25 at the high end, 

with the exception of inverse condemnation claims, which are capped at 1.50 at the 
high end.   

Agenda Item 7.C. 
Page 2 
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RECOMMENDATION: 
 
Staff recommends approval of one of the four Proposed Annual Operating Budgets as presented. 
 
REFERENCE MATERIALS ATTACHED: 
 
 2011/12 Proposed Annual Budget - Scenario #1 (includes all pages) 
 Funding Scenario Summary 
 2011/12 Proposed Annual Budget - Scenario #2 (includes Summary and Rates pages only) 
 2011/12 Proposed Annual Budget - Scenario #3 (includes Summary and Rates pages only) 
 2011/12 Proposed Annual Budget - Scenario #4 (includes Summary and Rates pages only) 
 Analysis of Quota Share Option Applied Historically 
 2010/2011 Approved Annual Operating Budget (includes Summary, Ex Mod, and Rates 

pages only) 
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CARMA 
Board of Directors’ Meeting 

June 22, 2011 
 

 

 
FINANCIAL MATTERS 

 
SUBJECT: Retrospective Adjustment Calculations - Closure of Program Years 
           ____________ 
 
BACKGROUND AND STATUS: 
 
At the April 20, 2011 Board meeting, a Retrospective Adjustment Policy was approved by the 
CARMA Board of Directors.  The Policy formalizes a process that provides for: 
 

1) An annual analysis of the program’s equity by program year and in aggregate to 
determine the viability of the possible release of dividends; and/or 
 

2) The closure of program years.   
 
The calculations were performed using the March 31, 2011, equity balances, as they incorporate 
the recent actuarial revisions to each program year’s ultimate loss projections.   
 

1) The first spreadsheet, “Retrospective Adjustment Calculation as of March 31, 2011” 
provides the program year calculation, revealing that for those program years that are on 
target to be retrospectively adjusted (a full five years old), dividends would be available 
to be released in the amount of $1,524,377.   
 

2) The second spreadsheet, “Retrospective Adjustment Calculation by Member” reveals that 
three of the current five members would receive a negative retrospective adjustment, i.e., 
an assessment, so staff is not recommending a dividend release at this juncture. 
 

3) The third spreadsheet, “Proposed Closure of Program Years 1996/97 - 2000/01” 
calculates the scenario by which program years with no open claims that have also been 
closed by the actuary can be formally closed by the Board.  The program equity allocated 
to each member for Program Years 1996/97 - 2000/01 would be separately applied to 
2004/05 so as to maintain the integrity of each member's share. The "Re-allocated 
2004/05" column is the sum total of all five program years’ equity balances. Future 
allocation of equity for the 2004/05 program year will not affect the member's allocation 
of equity for the closed years, which will remain fixed.  

 
 
RECOMMENDATION: 
 
The Board approves the closure of program years 1996/97 - 2000/01 and the application of 
member’s allocation of pool equity for those years to be applied to the 2004/05 program year. 
 
 
 

Agenda Item 7.D. 
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CARMA 
Board of Directors’ Meeting 

June 22, 2011 
 

 

 
 

REFERENCE MATERIALS ATTACHED: 
 

 Retrospective Adjustment Calculation as of March 31, 2011 
 Retrospective Adjustment Calculation by Member  
 Proposed Closure of Program Years 1996/97 - 2000/01 
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COVERAGE MATTERS 

 
SUBJECT: Discussion Regarding Cyber Liability Coverage and Reporting 

Requirements 
             
 
BACKGROUND AND STATUS: 
 

CYBER LIABILITY COVERAGE 
 
At the April 20, 2011, Board meeting, there was a Staff presentation and full discussion 
regarding the elements of “Cyber Liability,” the 1st and 3rd party coverage provided by PEPIP, 
and whether CARMA did (and/or should) provide 3rd party general liability coverage for this 
new and otherwise underfunded exposure. Broadly defined, Cyber Liability includes the loss or 
theft of stored electronic data, negligent or criminal breach of a computer security system, 
disruption of network capabilities, and disclosure of private information including Social 
Security numbers, credit card numbers and personal medical and health information. The 
activities could lead to a claim for damages for loss of privacy, identity theft, emotional distress, 
damaged consumer credit, credit restoration costs, defamation and loss of income. 
 
At least two (2) primary pools in CARMA have, or are in the process of, excluded coverage for 
Cyber Liability in their underlying Liability Memorandums of Coverage (MOC).  Although 
CARMA essentially “follows form” whenever possible, it does not specifically exclude this 
potential liability exposure. As indicated, there was never any intent to cover this emerging and 
ever-changing liability and CARMA has not attempted to fund this exposure from its members. 
At the April 20 Board meeting, Staff and Board Counsel were directed to draft language 
specifically defining Cyber Liability and also excluding it from the Liability MOC. 
 
As a result, staff and Board counsel recommend the following revisions for the 2011/2012 
CARMA MOC: 
 

Item 1.  Add definition of “Cyber liability” – Section II, Definitions, number 8   
            
Item 2.  Add exclusion of “Cyber Liability” – Section VI, Exclusions, exclusion number 32 
 

Item 1.  
 
Section II, Definitions, number 8: 
 
Cyber liability means any liability arising out of or related to the acquisition, storage security, 
use, misuse, disclosure, or transmission of electronic data of any kind including, but not limited 
to, technology errors and omissions, information security and privacy, privacy notification costs, 
claim and defense expenses and penalties of a regulatory proceeding, website media content, 
disclosure or misuse of confidential information, failure to prevent unauthorized disclosure or 
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misuse of confidential information, improper or inadequate storage or security of personal or 
confidential information, unauthorized access to computer systems containing confidential 
information, or transmission or failure to prevent transmission of a computer virus or other 
damaging material. 
 
Item 2. 
 
Section VI, Exclusions, number 32: 
 
Claims arising out of Cyber Liability by whatever name called, including but not limited to 
defamation, discrimination, violation of rights of privacy or of publicity, infringement of domain 
name, copyright, trademark, trade dress, trade name, title or slogan.   
         

REPORTING OF CASES OR CLAIMS TO CARMA 
 
The Litigation Manager suggested to the Administrator and Board Counsel that a clarification 
was needed in the language in the Liability MOC discussing when state or federal civil rights 
cases or claims must be reported to CARMA. The notice conditions are important to the 
members and CARMA since the failure to give timely notice to CARMA may void coverage in 
certain circumstances.  SECTION VII – CONDITIONS of the Liability MOC outlines when 
cases or claims must be reported to CARMA. The 2008/2009 Program Year MOC Sec. 1. (a) 2 
states that “a Title 42 USC 1983 case in which a complaint has been served to a Covered Party, 
establishment of a reserve amounting to at least twenty-five percent of the Retained Limit”, 
“shall” be reported to CARMA within 30 days. The 2010/2011 Program Year language 
essentially states the same thing, but changes the comma between “Party” and “establishment” to 
a semi-colon. Either way, there is some room for debate as to whether the comma or the semi-
colon mean “and” or “or.” 
 
The Litigation Manager and Board Counsel have met to discuss the interpretation of this 
language and have written the following proposed language, which will appear in the draft MOC 
under Agenda Item 8. B. 
 
The proposed language is found in Section VII, Conditions, 1 (a) paragraph 2 
 
2.      For a Title 42 USC Sec. 1983 matter alleging a violation of civil rights: 
 

i.    Any claim or case where a Complaint has not yet been served and the combined total of 
paid and reserved amounts reaches 25% of the Retained Limit; or 
 

ii. Any claim or case in which a Complaint has been filed and served on a Covered Party. 
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CARMA 
Board of Directors’ Meeting 

June 22, 2011 
 

 

 
RECOMMENDATION:  
 
The Board of Directors: (1) approves the language specifically excluding Cyber Liability under 
the CARMA Memorandum of Coverage, effective July 1, 2011; and (2) the Board of Directors 
approves the proposed language clarifying the requirements for reporting cases or claims 
involving alleged civil rights violations. 
 
REFERENCE MATERIALS ATTACHED: 
 
None – The CARMA Memorandum of Coverage (MOC) with the above proposed language 
appears under Agenda Item 8.B. 
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CARMA 
Board of Directors’ Meeting 

June 22, 2011 
 

 

 
COVERAGE MATTERS 

 
SUBJECT: Draft Memorandum of Coverage (MOC) for the 2011/2012 Program Year 
             
 
BACKGROUND AND STATUS: 
 
Each program year, the CARMA Memorandum of Coverage (MOC) is reviewed and approved 
by the Board of Directors for the next program year.   
 
Earlier in this agenda, an item was presented to the Board to discuss the recommended exclusion 
of Cyber Liability Coverage and to clarify the reporting requirement for cases of claims alleging 
civil rights violations. The proposed language changes have been included in the draft CARMA 
MOC included with this report for the 2011/2012 Program Year. 
 
Otherwise, the only other recommended changes to the MOC are changes to the Declarations 
Page, and Endorsement #1, that include the program year, the policy number, and date of 
approval.  
 
Ms. Karen Thesing, Administrator; Mr. Michael Groff, Litigation Manager; and Mr. Craig 
Farmer, Board Legal Counsel will be present to discuss the draft CARMA MOC for the 
2011/2012 program year. 
 
RECOMMENDATION: 
 
The Board reviews and accepts revisions to the Memorandum of Coverage (MOC), as presented. 
 
REFERENCE MATERIALS ATTACHED: 

 
 2011/2012 Program Year CARMA Memorandum of Coverage 
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MEMORANDUM OF COVERAGE 
FOR THE 

CALIFORNIA AFFILIATED RISK MANAGEMENT AUTHORITIES 
(CARMA) 

 
In consideration of the payment of the deposit premium, the Authority agrees with the Covered 
Parties as follows: 
 

SECTION I – COVERAGE 
 
The Authority will pay up to the Limit of Coverage those sums for Ultimate Net Loss in excess of 
$1,000,000 that the Covered Parties pay out of their own funds, unless otherwise provided herein, as 
Damages because of Bodily Injury, Property Damage, Personal Injury, or Public Officials Errors 
and Omissions as those terms are herein defined and to which this agreement applies, caused by an 
Occurrence during the Coverage Period, except as otherwise excluded. 
 
This Memorandum of Coverage does not provide insurance, but instead provides for pooled risk 
sharing.  This Memorandum is a negotiated agreement amongst the Members of the Authority and 
none of the parties to the Memorandum is entitled to rely on any contract interpretation principles 
that require interpretation of ambiguous language against the drafter of such Memorandum.  This 
Memorandum shall be applied according to the principles of contract law, giving full effect to the 
intent of the Members of the Authority, acting through the Board of Directors in adopting this 
Memorandum of Coverage.  As the Authority is not an insurer, it has no obligation to provide 
“Cumis” counsel to a Covered Party in disputed coverage situations under Civil Code §2860.  
 
 

SECTION II - DEFINITIONS 
 
1. "Aircraft" means a vehicle designed for the transport of persons or property principally in  

the air. 
 
2. “Authority” means the California Affiliated Risk Management Authorities. 
 
3. "Automobile" means a land motor vehicle, trailer, or semi-trailer. 
 
4. "Bodily Injury" means bodily injury, sickness, disease, or emotional distress sustained by a 

person, including death resulting from any of these at any time.  Bodily Injury includes 
Damages claimed by any person or organization for care, loss of services, or death resulting 
at any time from the Bodily Injury. 

 
5. "Coverage Period" means that term prescribed for coverage by the Authority as set forth in 

the Declarations page. 
 
6. “Covered Indemnity Contract” means that part of any contract or agreement pertaining to 

the Covered Party’s routine governmental operations under which the Covered Party 
assumes the tort liability of another party to pay for Bodily Injury or Property Damage to a 

112



 

4             CARMA MOC
2011/2012

Deleted: 2010/2011

third person or organization.  This definition applies only to tort liability arising out of an 
Occurrence to which this agreement applies.  Tort liability means a liability that would be 
imposed by law in the absence of any contract or agreement. 

 
7. "Covered Party" means: 
 

(a) A Member of the Authority.  This includes all entities named in its Declarations page, 
including any and all commissions, agencies, districts, authorities, boards (including 
the governing board), or similar entities coming under the Member's direction or 
control, or for which the Member's board members sit as the governing body, except 
a hospital board or commission, regardless of how such body is denominated. 

 
(b) A member of a joint powers authority (JPA) which is a Member of the Authority 

herein, which participates in said JPA's liability program.  This includes all entities 
named in its Declarations page, including any and all commissions, agencies, 
districts, authorities, boards (including the governing board), or similar entities 
coming under the Member's direction or control, or for which the Member's board 
member sits as the governing body, except a hospital board or commission, 
regardless of how such body is denominated. 

 
(c) Any person or Member identified as a Covered Party in a certificate of coverage to 

third parties duly issued by the Authority for Occurrences during the Coverage 
Period identified in the certificate of coverage, the person or Member is a Covered 
Party only for Occurrences arising out of the described activity. 

 
(d) Any person who is an official, employee, or volunteer of a person or Member  

covered by (a), (b), or (c) herein, whether or not compensated, while acting in an 
official capacity for or on behalf of such person or Member, including while acting 
on any outside board at the direction of such person or Member, except a hospital 
board or commission, regardless of how such a body is denominated. 

 
(e)       The Authority itself and its Board of Directors individually. 

 
(f) With respect to any Automobile owned or leased by a Member, or loaned to or hired 

for use by or on behalf of the Member, any person while using such Automobile and 
any person or organization legally responsible for the use thereof, provided the actual 
use is with the permission of the Member, but this protection does not apply to: 

 
i. Any person or organization, or any agent or employee thereof, operating an 

Automobile sales agency, repair shop, service station, storage garage, or public 
parking place, with respect to an Occurrence arising out of the operation thereof; 

  
  ii.   The owner or any lessee, other than the Member, of any Automobile hired by or 

loaned to the Member or to any agent or employee of such owner or lessee. 
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(g) No person or Member is a Covered Party with respect to the conduct of any current 
or past partnership, joint venture, or joint powers authority that is not shown as a 
named Covered Party in the Declarations; however, for any person (1) who is an 
official, employee, or volunteer of a Member covered by (a) or (b) herein, (2) who 
participates in the activities of the partnership, joint venture, or joint powers 
authority (or any separate agency or Member created under any joint powers 
agreement by the named Member), and (3) who is acting for or on behalf of a 
Member covered by (a) or (b) herein at the time of the Occurrence, then coverage is 
afforded by this agreement.  Such coverage will be in excess of and shall not 
contribute with any collectible insurance or other coverage provided to the other joint 
powers authority, agency, or Member. 

 
(h) Notwithstanding sections (d) and (e) above, the defense and indemnity coverage 

afforded by this agreement to a past or present official, employee, or volunteer of a 
Member (including a member entity of a Member joint powers authority) is not 
broader than the Member's duty to defend and indemnify its official, employee,        
or volunteer pursuant to California Government Code Section 815, 815.3, 825 to 
825.6, 995 to 996.6, inclusive, and any amendments thereof.  If the Member which 
employs the official, employee, or volunteer is not obligated under the California 
Government Code to provide a defense, or to provide indemnity for a claim, or if  
said Member refuses to provide such defense and/or indemnity to said official, 
employee, or volunteer, then this agreement shall not provide any such defense or 
indemnity coverage to said official, employee, or volunteer.  All immunities, 
defenses, rights, and privileges afforded to a Member under California Government 
Code Section 815, 815.3, 825 to 825.6, 995 to 996.6, inclusive, and any amendments 
thereof, shall be afforded to the Authority to bar any defense or indemnity coverage 
under this agreement to that Member's official, employee, or volunteer. 

 
8. “Cyber liability” means any liability arising out of or related to the acquisition, storage, 

security, use, misuse, disclosure, or transmission of electronic data of any kind including,but 
not limited to technology errors and omissions, information security and privacy,privacy 
notification costs, claim and defense expenses and penalties of a regulatory proceeding, 
website media content, disclosure or misuse of confidential information, failure to prevent 
unauthorized disclosure or misuse of confidential information, improper or inadequate 
storage or security of personal or confidential information unauthorized access to computer 
systems containing confidential information, or transmission or failure to prevent 
transmission of a computer virus or other damaging material. 

 
9. "Dam" means any artificial barrier, together with appurtenant works, which does or may 

impound or divert water, and which either (a) is 25 feet or more in height from the natural 
bed of the stream or watercourse at the downstream toe of the barrier, or from the lowest 
elevation of the outside limit of the barrier, if it is not across a stream, channel, or 
watercourse, to the maximum possible water storage elevation; or (b) has an impounding 
capacity of 50 acre-feet or more. 
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Any such barrier which is not in excess of 6 feet in height, regardless of storage capacity, or 
which has a storage capacity not in excess of 15 acre-feet, regardless of height, shall not be 
considered a Dam. 

 
No obstruction in a canal used to raise or lower water therein or divert water there from, no 
levee, including but not limited to, a levee on the bed of a natural lake the primary purpose 
of which levee is to control floodwaters, no railroad fill or structure, no road or highway fill 
or structure, no tank constructed of steel or concrete or of a combination thereof, no tank 
elevated above the ground, no water or waste water treatment facility, and no barrier which  
is not across a stream channel, watercourse, or natural drainage area and which has the 
principal purpose of impounding water for agricultural use or storm water detention or   
water recharging or use as a sewage sludge drying facility shall be considered a Dam.  In 
addition, no obstruction in the channel of a stream or watercourse which is 15 feet or less in 
height from the lowest elevation of the obstruction and which has the single purpose of 
spreading water within the bed of the stream or watercourse upstream from the construction 
for percolation underground shall be considered a Dam.  Nor shall any impoundment 
constructed and utilized to hold treated water from a sewage treatment plant be considered a 
Dam.  Nor shall any wastewater treatment or storage pond exempted from State regulations 
and supervision by Water Code Section 6025.5 be considered a Dam. 

 
10. "Damages" means compensation in money recovered by a third party for loss or detriment it 

has suffered through the acts of a Covered Party or for liability assumed by the Covered 
Party under a Covered Indemnity Contract.  Damages include (1) attorney fees not based on 
contract awarded against the Covered Party, (2) interest on judgments, or (3) costs, for  
which the Covered Party is liable either by adjudication or by compromise with the written 
consent of the Authority, if the fees, interest, or costs arise from an Occurrence to which this 
coverage applies. 

 
11. "Defense Costs" means all fees and expenses incurred by any Covered Party, caused by and 

relating to the adjustment, investigation, defense, or litigation of a claim to which this 
coverage applies, including attorney's fees, court costs, premiums for appeal bonds, and 
interest on judgments accruing after entry of judgment.  Defense Costs shall include  
adjusting expenses of a third party claims administrator that are specifically identifiable with 
a claim subject to this coverage.  Defense Costs shall include reasonable attorney fees and 
necessary litigation expenses incurred by or for a party other than the Covered Party, that   
are assumed by the Covered Party in a Covered Indemnity Contract where such attorney  
fees or costs are attributable to a claim for Damages covered by this Memorandum.  Defense 
Costs shall include fees and expenses relating to coverage issues or disputes that arise after a 
written denial of coverage, between any Covered Party named in the Declarations and the 
Authority, if the Covered Party named in the Declarations prevails in such dispute. Defense 
Costs shall not include the office expenses, salaries of employees and officials, or expenses 
of the Covered Party or the Authority, or attorney fees or costs awarded to a prevailing 
plaintiff against the Covered Party. 

 
12. "Limit of Coverage" shall be the amount of coverage stated in the declaration page or 

certificate of coverage, or sublimits as stated therein for each Covered Party per Occurrence, 
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subject to any lower sublimit stated in this Memorandum.  For each Occurrence, there shall 
be only one Limit of Coverage regardless of the number of claimants or Covered Parties 
against whom a claim is made.  In the event that a structured settlement, whether purchased 
from or through a third-party, or paid directly by the Covered Party in installments, is 
utilized in the resolution of a claim or suit, the Authority will pay only up to the amount 
stated in the Declarations or certificate of coverage in present value of the claim, as 
determined on the date of settlement, regardless of whether the full value of the settlement 
exceeds the amount stated in the Declarations or certificate of coverage.  

 
13. "Medical Malpractice" means the rendering of or failure to render any of the following          
    services: 
 

(a) Medical, surgical, dental, psychiatric, psychological counseling, x-ray, or nursing 
service or treatment or the furnishing of food or beverages in connection therewith; 
or any services provided by a health care provider as defined in Section 6146 (c), (2), 
(3), of the California Business and Professions Code. 

 
 (b) Furnishing or dispensing of drugs or medical, dental, or surgical supplies or 

appliances. 
 

Medical Malpractice does not include emergency medical services or first aid administered 
by employees, nor does it include advice or services rendered by a 911 emergency 
dispatcher. 

 
14. "Member" shall mean any organization that is a party to the Agreement creating the 

California Affiliated Risk Management Authorities. 
 
15. "Nuclear Material" means Source Material, Special Nuclear Material, or Byproduct 

Material.  "Source Material", "Special Nuclear Material", and "Byproduct Material" have 
the meanings given to them by the Atomic Energy Act of 1954 or in any law amendatory 
thereof. 

 
16. "Occurrence" means: 
 

(a) With respect to Bodily Injury or Property Damage: an accident, including  
continuous or repeated exposure to substantially the same generally harmful 
conditions, which results in Bodily Injury or Property Damage neither expected nor 
intended from the standpoint of the Covered Party.  Loss of use of tangible property 
that is not physically injured shall be deemed to occur at the time of the Occurrence 
that caused it. 

 
(b) With respect to Personal Injury: an offense described in the definitions of those 

terms in this coverage agreement. 
 

(c) With respect to Public Officials Errors and Omissions: any actual or alleged 
misstatement or misleading statement or act or omission as described in the 
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definitions of the term in this coverage agreement. 
 
17. "Personal Injury" means injury arising out of one or more of the following offenses: 
 

(a) False arrest, detention or imprisonment, or malicious prosecution; 
 
(b) Abuse of legal process; 
 
(c) Wrongful entry into, or eviction of a person from, a room, dwelling, or premises that 

a person occupies;  
 
(d) Publication or utterance of material, including continuous or repeated, that slanders 

or libels a person or organization or disparages a person's or organization's goods, 
products or services, or oral or written publication of material that violates a person's 
right of privacy; 

 
(e) Discrimination or violation of civil rights; and 

 
(f) Injury resulting from the use of force for the purpose of protecting persons or 

property. 
 
18. "Pollutants" means any solid, liquid, gaseous or thermal irritant or contaminant, including, 

but not limited to, smoke, vapor, soot, fumes, acids, alkalis, chemicals, airborne particles or 
fibers, mold, fungal pathogens, electromagnetic fields, and waste.  Waste includes materials 
to be recycled, reconditioned, or reclaimed.  The term Pollutants as used herein does not 
mean potable water, agricultural water, water furnished to commercial users, or water used 
for fire suppression. 

 
19. "Property Damage" means: 
 

(a) Physical injury or destruction of tangible property, including all resulting loss of use 
of that property; or 

 
(b) Loss of use of tangible property that is not physically injured or destroyed. 

 
20. "Public Officials Errors and Omissions" means any (including continuous or repeated)  

actual or alleged misstatement or misleading statement or act or omission by any Covered 
Party (individually or collectively) arising in the course and scope of their duties with the 
Covered Party or claimed against them solely by reason of their being or having been public 
officials or employees, and which results in damage neither expected nor intended from the  
standpoint of the Covered Party.  All claims involving the same misstatement or misleading 
statement or act or omission or a series of contiguous or interrelated misstatements or 
misleading statements or acts or omissions will be considered as arising out of one 
Occurrence. 

 
21. "Retained Limit" means the amount, identified in the applicable Declaration or certificate, of 
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Ultimate Net Loss for which the Covered Party pays out of its own funds, unless otherwise 
provided herein, before the Authority is obligated to make payment, subject to the following: 

 
(a) For each Occurrence, there shall be only one Retained Limit regardless of the 

number of claimants or Covered Parties against whom a claim is made.  
 
 (b) Payment of the Retained Limit shall be apportioned among the Covered Parties in 

accordance with their proportionate shares of liability.  If the payment is for a 
settlement, the Retained Limit shall be apportioned among the Covered Parties, in 
accordance with the respective parties' agreed upon or court-determined share of 
liability.  In the event that the apportionment requires court determination, the 
Covered Parties will pay all costs of the Authority in seeking such determination, 
including its attorney's fees in proportion to the court's determination of liability. 

 
22. “Ultimate Net Loss” means the sums actually paid by the Covered Parties comprising the 

total of all Defense Costs and all Damages. 
 
 

SECTION III - DEFENSE AND SETTLEMENT 
 
The Authority shall have no duty to assume charge of investigation or defense of any claim.  
However, the Authority, at its own expense, shall have the right to assume the control of the 
negotiation, investigation, defense, appeal, or settlement of any claim the Authority determines, in  
its sole discretion, to have reasonable probability of resulting in an Ultimate Net Loss in excess of  
the applicable Retained Limit.  The Covered Party shall fully cooperate in all matters pertaining to 
such claim or proceeding. 
 
If the Authority assumes the control of the handling of a claim, the Covered Parties shall be 
obligated to pay at the discretion of the Authority any sum necessary for the defense and settlement 
of a claim, or to satisfy liability imposed by law, up to the applicable Retained Limit. 
 
No claim shall be settled for an amount in excess of the Retained Limit without the prior written 
consent of the Authority, and the Authority shall not be required to contribute to any settlement to 
which it has not consented. 
 
  

SECTION IV - CARMA'S LIMIT OF COVERAGE 
 
Regardless of the number of (1) Covered Parties under this Memorandum, (2) persons or 
organizations who sustain injury or damage, or (3) claims made or suits brought, the Authority's 
liability is limited as follows: 
  

(a) With respect to coverage provided, the Authority's liability for any one Occurrence 
shall be limited to the Ultimate Net Loss that is in excess of $1,000,000, which shall 
be the Covered Party's Retained Limit, but then only up to the sum set forth in the 
Declarations as the Authority's limit of liability for any one Occurrence.  In the event 
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that a structured settlement, whether purchased from or through a third-party, or paid 
directly by the Covered Party in installments, is utilized in the resolution of a claim 
or suit, the Authority will pay only up to the amount stated in the Declarations or 
certificate of coverage in present value of the claim, as determined on the date of 
settlement, regardless of whether the full value of the settlement exceeds the amount 
stated in the Declarations or certificate of coverage. 

 
(b) The Limit of Coverage for any additional Covered Party as defined in Section 2, 

Paragraph 7, Subparagraph (c), subject to the per Occurrence limitation above, shall 
not exceed the limit stated in its additional Covered Party certificate regardless of  
the limit which applies to the Member. 

 
Nothing contained herein shall operate to increase the Authority's limit of liability under this 
Memorandum. 
 
 

SECTION V - COVERAGE PERIOD AND TERRITORY 
 
This agreement applies to Bodily Injury, Property Damage, Personal Injury, or Public Officials 
Errors and Omissions that occurs anywhere in the world during the Coverage Period identified in 
the applicable declaration or certificate of coverage. 
 
 

SECTION VI - EXCLUSIONS 
 
This agreement does not apply to: 
 
1. With respect to Pollution: 
 

(a) Any liability arising out of the actual, alleged, or threatened discharge, dispersal, 
seepage, migration, release, or escape of Pollutants anywhere in the world. 

 
(b) Any loss, cost or expense arising out of any governmental direction or request that 

the Authority, the Covered Party or any other person or organization test for, 
monitor, clean-up, remove, contain, treat, detoxify, neutralize, or assess the effects of 
Pollutants; or 

 
(c) Any loss, cost, or expense, including but not limited to costs of investigation or 

attorneys’ fees, incurred by a governmental unit or any other person or organization 
to test for, monitor, clean-up, remove, contain, treat, detoxify, or neutralize 
Pollutants. 

 
However, this exclusion shall not apply to Bodily Injury or Property Damage caused by a 
Covered Party’s response to contamination caused by a third party unrelated to a Covered 
Party.  Response includes clean up, removal, containment, treatment, detoxification, and 
neutralization of Pollutants.  In addition this exclusion does not apply to direct and 
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immediate Bodily Injury or Property Damage arising out of operations involving the use, 
application, or spraying of any pesticide at or from any site or location not owned or 
controlled by the Covered Party on which the Covered Party or any contractors or 
subcontractors working directly or indirectly on behalf of the Covered Party, are performing 
operations if the operation(s) performed meet all standards of any statute, ordinance, 
regulation, or license requirement of any federal, state, or local government which apply to 
those operations. 
 
(d) The exclusions set forth in (a), (b), or (c) above do not apply if said discharge, 

dispersal, release, or escape of Pollutants meets all of the following conditions: 
 

i. It was accidental and neither expected nor intended by the Covered Party; 
and 

 
ii. It was demonstrable as having commenced on a specific date during the term 

of this memorandum; and 
 

iii. Its commencement became known to the Member within seven (7) calendar 
days; and 

 
iv.         Its commencement was reported in writing to the Authority within forty (40) 

calendar days of becoming known to the Member; and  
 

v. Reasonable effort was expended by the Member to terminate the discharge, 
dispersal, release, or escape of Pollutants as soon as conditions permitted. 

 
 (e) The exclusions set forth in (a), (b), or (c) above do not apply if said discharge, 

dispersal, release, or escape arises from materials being collected as part of any drop 
off or curbside recycling program implemented and operated by the Covered Party, 
unless the materials have been stored by the Covered Party or parties for a 
continuous period exceeding ninety (90) days.   

 
(f) Nothing contained in this agreement shall operate to provide any coverage with 

respect to: 
 

i. Any site or location principally used by the Covered Party, or by others in 
the Covered Party’s behalf, for the handling, storage, disposal, dumping, 
processing, or treatment of waste material; except as provided in Section VI, 
paragraph 1, subparagraph (e) 

 
  ii. Any fines or penalties; 
 

iii. Any clean-up costs ordered by the Superfund Program, or any federal, state, 
or local governmental authority.  However, this specific exclusion (c) shall 
not serve to deny coverage for third party clean-up costs otherwise covered 
by this endorsement simply because of the involvement of a governmental 
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authority; 
 

iv. Acid rain; or 
 

v. Clean-up, removal, containment, treatment, detoxification, or neutralization 
of Pollutants situated on premises the Covered Party owns, rents, or occupies 
at the time of the actual discharge, dispersal, seepage, migration, release, or   
 escape of said Pollutants. 

 
2. Claims, including attorney's fees or salary or wage loss claims, by any potential, present, or 

former employee or official of the Covered Party, arising out of, but not limited to, a 
violation of civil rights or employment-related practices, policies, acts, or omissions, 
including termination, coercion, demotion, evaluation, reassignment, discipline, defamation, 
harassment, humiliation, or discrimination directed at that person.  This exclusion extends to 
claims of the spouse, child, unborn child or fetus, parent, brother, or sister of that person as a 
consequence of injury to the person at whom any of the employment-related practices, 
policies, acts, or omissions described above are directed. 

 
3. Bodily Injury to: 
 

(a) An employee of the Covered Party arising out of and in the course of: 
 

i. Employment by the Covered Party; or 
 

ii. Performing duties related to the conduct of the Covered Party's business; or 
 

(b) The spouse, child, unborn child or fetus, parent, brother, or sister of the employee as 
a consequence of paragraph (1) above. 

 
This exclusion applies to any obligation to share Damages with or repay someone else who 
must pay Damages because of the injury.  However, this exclusion does not apply to liability 
assumed under contract. 

 
4. Any obligation under any workers' compensation, unemployment compensation, or   

disability benefits law or any similar law. 
 

These exclusions 2, 3, and 4 apply whether the Covered Party may be liable as an employer 
or in any other capacity. 

 
5. Claims arising out of ownership, maintenance, management, supervision, or the condition   

of any hospital. 
 
6.    Claims because of Bodily Injury, Personal Injury, or Property Damage arising out of 

ownership, maintenance, management, supervision, or the condition of any airport, including 
but not limited to liability arising out of ownership, operation, maintenance, or entrustment 
of Automobiles while used in airport operations.    
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7. Claims arising out of any professional Medical Malpractice:  
 

(a) Committed by a doctor, osteopath, chiropractor, dentist, or veterinarian; or  
 

(b) Committed by any health care provider, as defined in Business & Professions Code 
Section 6146(c)(2), working for any hospital or hospital operated out-patient, in-
patient, or other clinic at the time of the occurrence giving rise to the loss. 

 
8. Claims arising out of the hazardous properties of Nuclear Material.   
 
9.  Claims arising out of: 
 
     (a)     Land use regulations or planning policies, annexation, eminent domain by whatever 

name called, no matter how or under what theory such claims are alleged. 
 

Notwithstanding this exclusion, coverage under this Memorandum is provided, in 
excess of the $1,000,000 Covered Parties Retained Limit first paid, for Damages   
and Defense Costs of up to $2,000,000 per Occurrence and subject to an aggregate 
limit of $4,000,000 per Member for inverse condemnation claims due to Property 
Damage resulting from any of the following: weather acting upon or with the 
Covered Party’s property or equipment, accidental failure of the Covered Party’s 
property or equipment, negligent design or maintenance of or inadequate design of a 
public work or public improvement. 
 
Notwithstanding the above, this Memorandum shall not afford inverse   
condemnation coverage for any claim arising out of the design, construction, 
ownership, maintenance, operation, or use of any water treatment plant or waste 
water treatment plant, no matter how or under what theory such claim is alleged, 
except a claim based upon the accidental failure of the equipment utilized or 
contained within the water treatment plant or waste water treatment plant. 

 
(b)     The initiative process, whether or not liability accrues directly against any Covered 

Party by reason of any agreement which a Covered Party has entered.      
             
10. Property Damage to: 
 

(a) Property owned by the Covered Party; 
 
 (b) Property rented to or leased by the Covered Party where it has assumed liability for 

damage to or destruction of such property, unless the Covered Party would have  
been liable in the absence of such assumption of liability; and 

 
(c) Aircraft or watercraft in the Covered Party's care, custody, or control. 

 
11. Claims arising out of the ownership, operation, use, maintenance, or entrustment to others  
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of: (a) any Aircraft or (b) any watercraft being used for commercial purposes.  Ownership, 
operation, use, or maintenance as used herein does not include static displays of aircraft in a 
park or museum setting. 

 
12. Claims arising out of the failure to supply or provide an adequate supply of gas, water, 

electricity, or sewage capacity when such failure is a result of the inadequacy of the Covered 
Party's facilities to supply or produce sufficient gas, water, electricity, or sewage capacity   
to meet the demand. 

 
This exclusion does not apply if the failure to supply results from direct and immediate 
accidental injury to tangible property owned or used by any Covered Party to procure, 
produce, process, or transmit the gas, water, electricity, or sewage. 

 
13. Claims arising out of the ownership, maintenance, or use of any trampoline or any other 

rebound tumbling device. 
 
14. Claims arising out of a Covered Party's sponsored or controlled skateboard activities or        

facilities unless those activities or facilities are covered by the Member joint powers 
authority. 

 
15. Claims arising out of bungee jumping or propelling activities sponsored or controlled by the 

Covered Party. 
 
16. Claims arising out of a failure to perform or breach of a contractual obligation. 

 
17. Claims arising out of liability assumed under any contract or agreement, except liability that 

would be imposed by law in the absence of the contract or agreement, or when such 
assumption is the subject of a duly issued Certificate of Additional Covered Party; but such 
assumption is covered only up to the Limit of Coverage stated in the certificate.  This 
exclusion does not apply to liability assumed in a contract or agreement that is a Covered 
Indemnity Contract, provided the Bodily Injury or Property Damage occurs subsequent to 
the execution of the contract or agreement. 

 
18. Fines, assessments, penalties, restitution, disgorgement, exemplary or punitive Damages. 

This exclusion applies whether the fine, assessment, penalty, restitution, disgorgement, 
exemplary or punitive damage is awarded by a court or by an administrative or regulatory 
agency.  Restitution and disgorgement as used herein refer to the order of a court or 
administrative agency for the return of a specific item of property or a specific sum of 
money, because such item of property or sum of money was not lawfully or rightfully 
acquired by the Covered Party. 

 
19. Ultimate Net Loss arising out of relief, or redress, in any form other than money Damages. 
 
20. Claims arising out of the manufacture of, mining of, use of, sale of, installation of, removal 

of, distribution of or exposure to radon, asbestos, asbestos products, asbestos fibers,   
asbestos dust, or other asbestos containing materials, or: 
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(a) Any obligation of the Covered Party to indemnify any party because of such claims, 

or 
 

(b) Any obligation to defend any suit or claims against the Covered Party because of 
such claims. 

 
21. Claims for injury or Damages caused by intentional conduct done by the Covered Party   

with willful and conscious disregard of the rights or safety of others, or with malice.  
However, as to any other Covered Party that did not authorize, ratify, participate in, consent 
to, or have knowledge of such conduct by its past or present employee, elected or appointed 
official, or   volunteer, and where the claim against that Covered Party is based solely on its 
vicarious liability arising from its relationship with such employee, official, or volunteer,  
this exclusion does not apply to said Covered Party. 

 
22. Claims arising out of partial or complete structural failure of a Dam. 
 
23. Claims by any Covered Party against its own past or present elected or appointed officials, 

employees, volunteers, or additional covered parties where such claim seeks Damages       
payable to the Covered Party. 

 
24. Claims arising out of oral or written publication of material, if done by or at the direction of 

the Covered Party with knowledge of its falsity. 
 
25. Claims arising out of liability imposed on any Covered Party under any 

uninsured/underinsured motorist law or Automobile no-fault law.  
 
26. The cost of providing reasonable accommodation pursuant to the Americans with  

Disabilities Act, Fair Employment and Housing Act, or similar law. 
 

27. Refund or restitution of taxes, fees, or assessments. 
 
28. Claims for refund, reimbursement, or repayment of any monies to which a Covered Party 

was not legally entitled. 
 

29. Claims arising in whole or in part out of the violation of a statute, ordinance, order, or decree 
of any court or other judicial or administrative body, or rule of law, committed by or with the 
knowledge or consent of the Covered Party. 

 
30. Claims arising out of estimates of probable cost or cost estimates being exceeded or faulty 

preparation of bid specifications or plans including architectural plans unless prepared by a 
qualified, licensed and/or registered engineer or architect who is the appointed City   
Engineer or an employee of the Covered Party. 

 
31. Under Public Officials Errors and Omissions Coverage: 
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(a) Bodily Injury, Personal Injury, or physical injury to tangible property, including all 
resulting loss of use of that property. 

 
(b) Benefits payable under any employee benefit plan. 

 
32. Claims arising out of Cyber Liability by whatever name called, but not limited to defamation, 

defamation, discrimination, violation of rights of privacy or of publicity, infringement of 
domain name, copyright, trademark, trade dress, trade name, title or slogan. 

 
 

SECTION VII - CONDITIONS 
 
1. Covered Party's Duties in the Event of Occurrence, Claim, or Suit 
 

The following provisions are conditions precedent to being afforded coverage under this 
Memorandum. The Covered Party’s failure to comply with any of these provisions shall  
void the coverage provided herein, unless otherwise specifically stated. 
 
(a) Notice Conditions 
 
 From the time when any of the following occurs the Covered Party shall notify the 

Authority within 30 days: 
 
 1. Establishment of a reserve on any claim or suit (including multiple claims or 

suits arising out of one Occurrence), amounting to at least fifty percent of the 
Retained Limit;  

 
 2. For Title 42 USC 1983 matter alleging a violation of civil rights: 
 

i. Any claim or case where a Complaint has not yet been served and the 
combined total of paid and reserved amounts reaches twenty-five 
percent of the Retained Limit; or  

ii. Any claim or case in which a Complaint has been filed and served on 
a Covered Party. 

 
  3. Regardless of service or reserve, any claim involving any: 
 

i. Fatality, 
ii. Amputation, 
iii. Loss of use of any sensory organ, 
iv. Spinal cord injuries (quadriplegia or paraplegia), 
v. Third degree burns involving ten percent or more of the body, 
vi. Facial disfigurement, 
vii. Paralysis, 
viii. Closed head injuries, 
x. Loss of use of any body function, or 
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xi. Hospitalization for at least 30 consecutive days when know by the 
Member entity. 

   
If the Covered Party fails to comply with any of these notice conditions and the 
Authority’s Board of Directors find by a majority vote that the delay was 
unreasonable, the Authority shall limit the coverage provided herein, as follows: 

 
i. If notice is given to the Authority within 180 days after the date on which it 

should have been given, any Ultimate Net Loss that would have been owing 
to the Covered Party, if notice had been timely given to the Authority, shall 
be reduced by twenty-five percent (25%). 
 

ii. If notice is given to the Authority between 181 days and 365 days after the 
date on which it should have been given, any Ultimate Net Loss that would 
have been owing to the Covered Party, if notice had been timely given to the 
Authority, shall be reduced by fifty percent (50%). 
 

iii. If notice is given to the Authority between 366 days and 730 days after the 
date on which it should have been given, any Ultimate Net Loss that would 
have been owing to the Covered Party, if notice had been timely given to the 
Authority, shall be reduced by seventy-five percent (75%). 

 
  iv. If notice is given to the Authority over 730 days after the date on which is 

should have been given, the Authority shall deny any coverage and shall pay 
no Ultimate Net Loss. 

 
In determining whether or not the delay was unreasonable, the Authority’s Board of 
Directors shall consider all facts and circumstances that caused the delay.  Prejudice 
to the Authority is a factor but is neither conclusive nor required. 

 
Written notice containing particulars sufficient to identify the Covered Party and 
also reasonably obtainable information with respect to the time, place, and 
circumstances thereof, and the names and addresses of the Covered Party and of 
available witnesses, shall be given to the Authority or any of its authorized agents as 
soon as possible. 

 
 (b) If a claim is made or suit is brought against the Covered Party and such claim or suit 

falls within the descriptions in paragraph (a) above, the Covered Party shall be 
obligated to forward to the Authority every demand, notice, summons, or other 
process received by it or its representative. 

 
(c) The Covered Party shall cooperate with the Authority and upon its request assist in 

making settlements, in the conduct of suits and in enforcing any right of contribution 
or indemnity against any person or organization who may be liable to the Covered 
Party because of Bodily Injury, Personal Injury, Property Damage, or Public 
Officials Errors and Omissions with respect to which coverage is afforded under this 
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agreement; and the Covered Party shall attend hearings and trials and assist in 
securing and giving evidence and obtaining the attendance of witnesses.  The 
Covered Party shall not, except at its own cost, voluntarily make any payment, 
assume any obligation, or incur any expense toward the settlement of any claim for 
which the Authority has accepted responsibility and has so notified the Covered 
Party. 

 
 (d) As to any claim for which the Authority has accepted responsibility and has so 

notified the Covered Party, if the Covered Party prevents settlement of the claim for 
a reasonable amount, defined as the amount the Authority is willing to pay and the 
claimant is willing to accept, and increases the Covered Party’s potential liability for 
Damages and continued Defense Costs, the Covered Party shall pay or shall 
reimburse the Authority for those Defense Costs incurred after the claim could have 
been settled, and for any Damages awarded or settlement agreed upon in excess of 
the amount for which the claim could have been settled. 

  
(e) The Authority shall be entitled to complete access of the Covered Party's claim file, 

the defense attorney's complete file, and all investigation material and reports, 
including all evaluations and information on negotiations.  The Covered Party shall 
be responsible to report on the progress of the litigation and any significant 
developments at least quarterly to the Authority, and to provide the Authority with 
simultaneous copies of all correspondence provided to the Covered Party by its         
defense attorneys and/or agents. 

 
2. Bankruptcy or Insolvency   
 

Bankruptcy or insolvency of the Covered Party shall not relieve the Authority of any of its 
obligations hereunder. 

 
3. Other Coverage 

 
(a) Except as provided in 3(b), in order for coverage herein to apply, the Covered Party 

must pay the full amount of its Retained Limit.  Payment of the Retained Limit by the 
Covered Party is required in addition to, and regardless of, any payment or payments 
from any other source for or on behalf of that Covered Party.  If insurance or any 
other coverage with any insurer, joint powers authority or other source is available to 
the Covered Party covering a loss also covered hereunder (whether on a primary, 
excess or contingent basis), the coverage hereunder shall be in excess of, and shall 
not contribute with, such other insurance or coverage.  This coverage shall be in 
excess of, and shall not contribute with, any insurance or coverage which names a 
Covered Party herein as an additional Covered Party or additional insured party, 
where coverage is extended to a loss also covered hereunder. 

 
 (b)  Commercial coverage purchased directly by a Covered Party for the sole purpose of 

insuring all or a portion of its Retained Limit may be utilized to pay all, or a portion 
of, a Covered Party’s Retained Limit. 
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4. Severability of Interests 
 

The term Covered Party is used severally and not collectively, but the inclusion herein of 
more than one Covered Party shall not operate to increase the limits of the Authority's 
liability or the Retained Limit applicable per Occurrence. 

 
5. Accumulation of Limits 
 

A claim which contains allegations extending to a duration of more than one Coverage 
Period shall be treated as a single Occurrence arising during the first Coverage Period when 
the Occurrence begins. 

 
6. Termination 
 

This agreement may be terminated at any time in accordance with the Bylaws of the 
Authority. 

 
7. Changes 
 

Notice to any agent or knowledge possessed by any agent of the Authority or by any other 
person shall not effect a waiver or a change in any part of this Memorandum of Coverage, 
nor shall the terms of this Memorandum of Coverage be waived or changed, except by 
endorsement issued to form a part of this Memorandum of Coverage. 

 
8. Subrogation 
 

The Authority shall be subrogated to the extent of any payment hereunder to all the Covered 
Parties' rights of recovery thereof and the Covered Parties shall do nothing after loss to 
prejudice such right and shall do everything necessary to secure such right.  Any amounts so 
recovered shall be apportioned as follows: 

 
(a) The highest layer of coverage shall be reimbursed first and if there are sufficient 

recoveries then the next highest layer shall be reimbursed until all recoveries are  
used up. 

 
(b) The expenses of all such recovery proceedings shall be paid before any 

reimbursements are made.  If there is no recovery in the proceedings conducted by 
the Authority, it shall bear the expenses thereof. 

 
9. Arbitration 
 

Decisions by the Authority whether to assume control of the negotiation, investigation, 
defense, appeal, or settlement of a claim, or whether or not coverage exists for a particular 
claim or part of a claim shall be made by the Board of Directors of the Authority. 
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Any dispute concerning a decision of the Authority to deny coverage for all or part of a claim 
shall not be subject to any court action, but shall instead be submitted to binding arbitration. 
The Covered Party must exhaust the right to appeal to the Board of Directors before              
 requesting arbitration of a dispute. 

 
Arbitration shall be conducted pursuant to the California Code of Civil Procedure.  
Arbitration shall be conducted by a single neutral arbitrator.  The Covered Party or parties 
and the Authority shall select the arbitrator by mutual agreement.  No arbitrator shall be 
employed or affiliated with the Authority or the Covered Party or parties. 

 
The selection of the arbitrator shall take place within twenty (20) calendar days from the 
receipt of the request for arbitration; if not agreed to within twenty (20) days, an immediate 
petition to a court of law for appointment of a neutral arbitrator shall be filed by the 
Authority.  The arbitration hearing shall commence within forty-five (45) calendar days from 
the date of the selection or court appointment of the arbitrator. 

 
Each party shall bear equally the cost of the selected or appointed arbitrator.  In addition, 
each party shall be responsible for its own costs and expenses of arbitration. 

 
Except for notification of appointment and as provided in the California Code of Civil 
Procedure, there shall be no communication between the "parties" and the arbitrator    
relating to the subject of the arbitration other than at oral hearings. 

 
The procedures set forth in California Code of Civil Procedure Section 1283.05 relating to 
depositions and discovery shall apply to any arbitration pursuant to this paragraph 9. 

 
Except as provided otherwise above, arbitration shall be conducted as provided in Title 9 of 
the Code of Civil Procedure (commencing with Section 1280). 

 
The decision of the neutral arbitrator shall be final and binding, and shall not be subject to 
appeal except as provided for in California Code of Civil Procedure sections 1286.2 and 
1286.6. 
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CARMA 
Board of Directors’ Meeting 

June 22, 2011 
 

 

 

COVERAGE MATTERS 
 

SUBJECT: Continuation of the Measurement of Litigation Management Performance 
Report 

             
 
BACKGROUND AND STATUS: 
 
The Measurement of Litigation Management Performance Report is provided by the Litigation 
Manager to provide the Board of Directors with a re-cap of cases that have settled along with a 
synopsis of what went well or not during the litigation/settlement phase. 
 
At the April 20, 2011, meeting, the CARMA Board of Directors reviewed the report for claims 
closed as of December 31, 2010, as well as discussed if a need exists to continue receiving the 
report, since the Litigation Manager provides updates along the course of litigation.   
 
Since the Board of Directors receives on-going information both within the Litigation Manager’s 
Report and verbal reports, it is staff’s recommendation to cease the distribution of the 
Measurement of Litigation Management Performance Report as it appears to be duplicative in its 
content as well as that which is reported by the Litigation Manager. 
 
RECOMMENDATION:   
 
The Board of Directors approves discontinuation of the Measurement of Litigation Management 
Performance Report. 
 
REFERENCE MATERIALS ATTACHED: 
 
None 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Agenda Item 8.C. 
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CARMA 
Board of Directors’ Meeting 

June 22, 2011 
 

 

 
ELECTION AND APPOINTMENT OF OFFICERS 

 
SUBJECT: Nomination and Election of President and Vice President and Appointment 

of Treasurer for the 2011/2012 Program Year 
             
 
BACKGROUND AND STATUS: 
 
In accordance with Article IV, Section A, of the CARMA Bylaws: 
 
“The President and Vice-President shall be elected, as individuals, from among the Board of 
Directors and serve for a term of one year. Voting for officers will be conducted at the Board 
meeting immediately proceeding July 1. Each Director shall cast one vote for each office.  The 
candidate receiving a plurality of votes for the particular office will be elected and will assume 
the office upon his/her election.  In the event of a tie vote, with no candidate receiving a 
plurality, those not involved in the tie vote will be eliminated and the remaining candidates will 
draw lots.” 
 
Per Article IV, Section B, of the CARMA Bylaws: 
 
“The President will appoint a Secretary, Treasurer, and such other officers as deemed appropriate 
subject to approval of the Board.” 
 
RECOMMENDATION: 
 
Staff recommends the Board of Directors nominates and elects a President and a Vice-President, 
with the President then appointing the Treasurer, to serve for the 2011/2012 program year. 
 
REFERENCE MATERIALS ATTACHED: 
 
 Article IV of the CARMA Bylaws 
 
 

 
 
 
 
 
 
 
 
 
 
 
 

Agenda Item 9.A.
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ARTICLE IV

ELECTION, APPOINTMENT AND DUTIES OF OFFICERS

A. ELECTION OF OFFICERS

The President and Vice-President shall be elected, as individuals, from among the Board of Directors

and serve for a term of one year.

Voting for officers will be conducted at the Board meeting immediately preceding July 1. Each 

Director shall cast one vote for each office.  The candidate receiving a plurality of votes for the 

particular office will be elected and will assume the office upon his/her election.  In the event of a tie 

vote, with no candidate receiving a plurality, those not involved in the tie vote will be eliminated and 

the remaining candidates will draw lots.

The President and Vice-President will serve for their elected term of office until termination of 

employment or office with a Member; or until removal from office by the affirmative vote of two-

thirds of the Members of the entire Board of Directors.  Vacancies in the offices of President or Vice-

President will be filled by a majority vote of the remaining Directors until the next scheduled election.

B. APPOINTMENT OF OFFICERS

The President will appoint a Secretary, Treasurer, and such other officers as deemed appropriate 

subject to approval of the Board.

C. DUTIES OF OFFICERS

1. President - The President will preside at all meetings of CARMA.  The President shall 
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appoint the members of committees as necessary or appropriate for carrying on the 

activities of CARMA.  Committees appointed by the President may hold office beyond 

the President's term subject to the approval of the new President. The President shall 

execute documents on behalf of CARMA as authorized by the Board of Directors and 

shall serve as the primary liaison between this and any other organization.

2. Vice-President - In the absence of or temporary incapacity of the President, the Vice-

President shall exercise the functions covered in "1" above.  The Vice-President shall 

also serve as the auditor/controller of CARMA.

3. Secretary - The Secretary shall be present at all meetings of CARMA to cause minutes 

to be kept, to maintain or cause to be maintained all accounting and other financial 

records of CARMA, to file all financial reports of CARMA, and to perform such other 

duties as the Board may specify.

4. Treasurer - The duties of the Treasurer shall be those specified in Sections 6505.5 or 

6505.6 of the California Government Code, to receive and keep safe all money 

coming into the treasury, to comply with all laws governing the deposit and 

investment of funds, and to submit a monthly report (Treasurer's Report) to the 

Board summarizing receipts, disbursements, and fund balances, along with a listing of 

all investments and other duties as specified by the Board.

133



CARMA 
Board of Directors’ Meeting 

June 22, 2011 
 

 

 
CLAIMS MATTERS 

 
SUBJECT: Closed Session Pursuant to Government Code Section 54956.95(a) to Discuss 

Claims 
             
 
BACKGROUND AND STATUS: 
 
Due to the content of the Litigation Manager’s Report, staff has been advised to place this report 
within the parameters of closed session. 
 
Pursuant to Government Code section 54956.95(a), the Board of Directors will hold a closed 
session to discuss the claims for the payment of tort liability losses, public liability losses, or 
workers’ compensation liability incurred by the joint powers authority. 
 
By placing the Litigation Manager’s Report as a closed session item, the Board of Directors may 
discuss any or none of the claims presented. 
 
RECOMMENDATION: 
 
None. 
 
REFERENCE MATERIALS ATTACHED: 
 
 The Litigation Manager’s Report dated May 24, 2011, was mailed under separate cover and 

will be collected at the meeting. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Agenda Item 10.A. 
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