Mission Statement
To provide shared risk financing, quality coverage and customized
services and solutions to meet the evolving risk management needs of
California Public agencies.

Vision Statement

PARSAC, through common goals, built on enduring member
relationships and sound risk management practices, strives to be the
JPA leader in providing California agencies with innovative programs,
services, and expertise in risk management.
Values
Member-driven: PARSAC is a risk
sharing pool in which highly engaged
members set the direction and priorities of
the organization and uphold the guiding
principles by which the pool operates.

Service: PARSAC staff are committed to
serving the diverse interests of the pool, while
providing personalized support and solutions
to meet the individual member’s unique risk
management needs.

Collaboration: PARSAC members share
a commitment to support each other in
achieving a high standard of practice in
risk management.

Efficiency: PARSAC operates an efficient
organization providing competitive programs and services and the highest possible
return on member investment.

Responsiveness: PARSAC programs
and services evolve to meet member needs
and result in high member satisfaction
and retention.

End Result Statements
As a result of our efforts...
… the Executive Committee, Board of Directors and staff make decisions and develop programs and
services that benefit PARSAC members as a whole.
… members understand that financial benefit is achieved through adherence to standards of best
practice in risk management and an equitable sharing of risk and funding.
… PARSAC operates efficiently, and regularly evaluates and builds the capacity and infrastructure
required to meet the evolving and diverse risk management needs of member agencies.
… a well-informed, supportive member entity commits to a productive and safe community.
… PARSAC benefits from a strong, cohesive member base, with a high level of member satisfaction
and retention, and appropriate growth based on our shared values.

Public Agency Risk Sharing Authority of California
[PARSAC]
Executive Committee Meeting
Thursday, December 5, 8:00 a.m.
Embassy Suites, 100 Capitol Mall, Sacramento, CA 95811
In accordance with the requirements of the Brown Act, notice of this meeting must be posted in publicly accessible places,
72 hours in advance of the meeting, in each of the member agencies involved.
[Note: The Executive Committee may take action on any item listed on the Agenda. The General Manager’s Recommendation for each
item is solely the recommendation of staff and does not limit the Board’s authority to take action on any Agenda item.]

I.

CALL MEETING TO ORDER: DETERMINE QUORUM

II.

MODIFICATIONS OF AGENDA

III.

APPROVAL OF CONSENT AGENDA
[Note: if discussion of any item on the consent Agenda
is desired, it must be placed on the Regular Agenda.]

IV.

General Manager’s
Recommendations

A. Meeting Minutes
Executive Committee Meeting: August 29, 2019

Approve

B. Quarterly Report on Coverage Denials (Ending September 30, 2019)

Receive and File

REGULAR AGENDA
1.

Update on Disposition of Excess Dividends

Approve, Recommend
Board Ratify

2.

Update on Other Post-Employment Benefits (OPEB) Liability (GASB 75)

Approve, Recommend
Board Ratify

3.

Employee Handbook Update

Approve

V.

GENERAL INFORMATION

VI.

PUBLIC COMMENT ON ITEMS NOT ON AGENDA
During this item on the Agenda, the public is invited to address issues of interest.

VII.

DIRECTORS’ GENERAL COMMENTS/SUGGESTIONS FOR NEXT AGENDA

VIII.

ADJOURNMENT

Any writings or documents pertaining to an open session item provided to a majority of the members of the legislative body less than 72 hours
prior to the meeting, shall be made available for public inspection at the PARSAC business office, located at 1525 Response Road, Suite 1,
Sacramento, CA 95815. For special accommodation because of a disability, please phone Carol Shreve at PARSAC (916) 927-7727 or (800) 4002642 or email her at cshreve@parsac.org at least 24 hours prior to the meeting time shown above.

UNAPPROVED
PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
Executive Committee Minutes
August 29, 2019, 8:00 a.m.
Embassy Suites, 100 Capitol Mall, Sacramento, CA 95814
COMMITTEE MEMBERS PRESENT:
President:
Vice President:
Auditor/Controller:
Treasurer:
Members-at-Large:

John Gillison, City of Rancho Cucamonga
Steve Rogers, Town of Yountville
Carolyn Steffan, City of Tehama
Greg Franklin, City of Yucaipa
Debra Breidenbach-Sterling, Town of Yucca Valley
Chuck Dantuono, City of Highland
Cleve Morris, City of Placerville
Jay Parrish, City of Ferndale
Ronda Rivera, City of Citrus Heights
Richard Shoemaker, City of Point Arena
Tamara Vides, City of Watsonville

PARSAC STAFF PRESENT:

OTHERS PRESENT:

General Manager
Risk Manager:
Sr. Accountant:
Management Analyst:
Sr. Admin. Assist.

Steve Wright, Officer Emeritus
Elisa Cox, City of Rancho Cucamonga (8:40 am)
Amy Van, City of Citrus Heights
Mike Harrington, Bickmore
Robert Chalfant, George Hills Company
Judy Adlum, LWP Claims Solutions

Kin Ong
Erike Young
Tracey Smith-Reed
Yahaira Martinez
Carol Shreve

In compliance with Government Code §54953(c)(2), the following minutes indicate “unanimous” when all voting members listed above were
accounted for and voted in favor of a motion. If any member was absent during a vote, abstained, or voted against any motion, they are indicated as
such by name.

The PARSAC Executive Committee met at the Embassy Suites, Sacramento, California to discuss, approve, or amend
the following items.
I.

CALL MEETING TO ORDER: DETERMINE QUORUM
The meeting was called to order at 8:02 a.m., the roll call confirmed quorum.

II.

MODIFICATION TO AGENDA
A motion was made to Amend the Agenda to add Item 11, Request for Proposal for General and Coverage Counsel.
[M/S/C: Breidenbach-Sterling/Rogers/Unanimous.]

III.

APPROVAL OF CONSENT AGENDA

Action Taken

A. Executive Committee Meeting Minutes (May 29, 2019)

Approved

B. Quarterly Report on Coverage Denials (April - June 2019)

Received & Filed

C. Workers’ Compensation Claims Audit 2019

Received & Filed

D. PFM Investment Performance Review – Quarter Ending June 30, 2019

Received & Filed

E. Annual Salary Schedule per California Code of Regulations § 570.5

Approved

Motion to approve the consent agenda per staff recommendations. [M/S/C: Steffan/Rivera/Unanimous.]
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IV.

REGULAR AGENDA
1.

AB 1912 Allocation Plan and Resolution No. 2019-03

Approved, Recommended
Board Ratify

AB 1912 protects the pension benefits of JPA retirees should a JPA dissolve or withdraw from a pension plan
(CalPERS). The law provides that prior to dissolution or withdrawal, the members of the JPA come up with plan to pay
the unfunded liability (current estimate from CalPERS is $3.8 million), if they do not, CalPERS will determine the
allocation. The law requires an agreement be prepared outlining payment of the unfunded pension liability.
In May, the Board approved a Resolution stating that should PARSAC dissolve, the Authority shall sell the PARSAC
building and all proceeds from the sale shall be applied on a pro rata basis to reduce the unfunded pension liability of
those members participating in the Authority at the time of the sale of the property. After application of the funds from
the proceeds of the sale, 100 percent of the remaining unfunded pension liability of the Authority will be allocated to
members pursuant to the mutual agreement of the members required under AB 1912.
Should the Authority decide to terminate its contract with the public retirement system but continue in existence, 100
percent of the unfunded pension liability of the Authority will be allocated to members pursuant to the mutual agreement
of the members required under AB 1912.
A motion was made to approve the Agreement for Apportionment of Retirement Obligations, which outlines a plan for
past and present member entities to pay 100% of the unfunded pension liability. [M/S/C: Rivera/Shoemaker/Unanimous.]
2.

Amend Liability Memorandum of Coverage re Land Use

Approved, Recommended
Board Ratify

Periodically, PARSAC staff reviews the MOC to make sure there is, adequate coverage, no ambiguous language, and no
coverage gaps between PARSAC’s coverage and the excess layers. As such, upon review of the MOC, staff presented
amendments to include clarifying language for enforcement of land-use and planning decisions, inverse condemnation
coverage and additional covered party endorsements as follows:
Land-Use Regulation – Land-use and land-use planning are not covered under the MOC as those are conscious
decisions by City/Town Councils. However, the MOC is ambiguous as to whether the enforcement of those regulations
or planning decisions are covered. To clarify, PARSAC’s intent, the following language was added to Exclusion P –
Condemnation and Land Use Regulation, Section 1: “Any claim arising out of or in connection with land use regulation,
land use planning, the adoption or administrative application of any ordinance, building code, resolution, or regulation;
or the approval or disapproval of any land-use entitlement including but not limited to general plan amendments, zoning
amendments, conditional-use permits, tract maps, development agreements, owner-participation agreements, or any other
land-use related agreements. This exclusion shall not apply to the physical enforcement of an ordinance, resolution or
regulation, such as Tort Liability arising from the act of delivering a fine, citation, warning, notice or inspection.”
Inverse Condemnation - further, changes were made to Exclusion P, Section 2 which to read: “the principles of eminent
domain or inverse condemnation, by whatever name called, or condemnation proceedings, regardless of whether such
claims are made directly against the Covered Party or by virtue of any agreement entered into by or on behalf of the
Covered Party. However, this exclusion shall not apply to claims arising from physical damage to tangible property;
provided however, this exception shall not apply to any nonphysical consequential including but not limited to claims for
loss of use, loss of income, loss of profits, and loss of business goodwill…”
Additional Covered Party – the words “or active” were added to Exclusion A and to the Definition of Additional
Covered Party to state that coverage is excluded from the Additional Covered Party’s sole “or active” negligence.
PARSAC will defer adoption of the active negligence language to allow member entities’ city attorneys to implement
new contract language regarding the active negligence language. If approved by the Board in December, an
implementation date will be provided to allow cities time to make the contract language changes.
A motion was made to approve the amendments
Rivera/Steffan/Unanimous.]

to the MOC and to request the Board ratify. [M/S/C:
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3.

Disposition of Excess Dividends

Reviewed, Discussed and
Provided Direction

ERMA distributed a dividend of $506,517 and staff sought direction for the disposition of these funds. Options presented
for the Executive Committee’s consideration include:
Return all funds as collected; Apply dividends to EPL and/or the Liability Rate Stabilization funds to offset potential rate
increases; allocate dividends toward Risk Management training; allocate funds through the safety and loss control grant
program; allocate additional EPL grant funds; or allocate additional funds to the EPL Expansion Fund which currently
has a balance of $360K.
A motion was made to allocate $375,0000 to fully fund the Liability Rate Stabilization Fund and defer the remaining
balance of $131,517 to the Finance Subcommittee for review and recommendation. [M/S/C: Rivera/Rogers/Unanimous.]
4.

Increase Lexipol Reimbursement

Approved, Recommended
Board Ratify

Lexipol provides a comprehensive policy management system for police and fire agencies, as well as other government
agencies. Their services consist of assisting police and fire departments implement their policy manuals, provides policy
updates throughout the year to ensure the most current information is available, and provides web-based platforms
containing corresponding training tools for easy access to continued training. Because law enforcement liability
constitutes a significant portion of PARSAC’s costs, and with the challenges law enforcement faces, with frequent
changes in the laws and regulations, it is important that the departments have policies in place that are consistent with the
industry standards as well as best practice guidelines. Presently, PARSAC has 15 members who contract directly with
Lexipol and upon request by the member, PARSAC reimburses a portion of the cost for services. The average
reimbursement for the past 5 years has been $41,000, with $45,269 being reimbursed in 2018/19.
Staff proposed increasing the Lexipol reimbursement maximums for both Police and Fire as follows:
50% of manual implementation up to $5,000 (currently $2,500 for Police and $3,500 for Fire)
50% of annual policy updates up to $3,500 (currently $1,000 for Police and $2,500 for Fire)
PARSAC currently reimburses 100% of the Daily Training Bulletins and will continue to do so.
A motion was made to approve staff recommendation, and recommend Board ratify the increase to the Lexipol
reimbursements for both police and fire as proposed above. [M/S/C: Rogers/Vides/Unanimous.]
5.

Amend Travel and Expense Policy

Approved, Recommended
Board Ratify

PARSAC staff reviewed the Travel and Expense policy to ensure it reflected current practices and encouraged fiscally
reasonable travel by its members.
Over the last few years, an average of nine agencies have sent both the Director and Alternate to attend the Board
meetings. The attendance of Alternates at the Board meetings is important to maintain awareness of policies, services,
programs and succession planning. The current Travel policy provides reimbursement for one attendee per member
entity. Staff recommended reimbursement for both the Director and Alternate when attending the Board meeting.
The Travel policy states the Executive Committee or Board of Directors may designate or approve other individuals to
attend Board meetings. It was recommended the Travel Policy be amended to add that other individuals may attend
Board meetings with approval or designation of the General Manager.
A motion was made to approve the Travel and Expense Policy to reimburse both the Director and Alternate for
attendance at board meetings, and to add that other individuals may attend Board meetings with the approval or
designation of the General Manager. [M/S/C: Parrish/Shoemaker/Unanimous.]
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6.

Report on Workers’ Compensation Subcommittee Meeting
a. Return to Work Program

Authorize GM to negotiate
Contract w/NPA

Although PARSAC has a Return to Work (RTW) program in place, it was determined during the Risk Assessments that
the member entities were not utilizing the program. The Workers’ Compensation Subcommittee was asked to consider
options for implementing an effective, pool-wide program. Two vendors presented their programs to the Subcommittee,
Jeff Johnston from York and Norman Peterson from NPA Return to Work Services. After the presentations, the
Workers’ Compensation Subcommittee found NPA’s program was very comprehensive and provided a detailed plan of
how the program would be implemented as well as an estimated cost savings. Based upon PARSAC’s workers’
compensation data for policy years 2015/16 through 2017/18, NPA predicted a savings of approximately $420,000
(18%) in the first year of utilizing their RTW services with an estimated cost of $76,000. The cost of the program is
billed to all accepted Medical Only and Indemnity claims at a rate of $500 per claim and is charged to the claim file.
The two main cost drivers in workers’ compensation cases are healthcare costs and indemnity payments (permanent and
temporary disability benefits) While PARSAC members have limited options when it comes to controlling healthcare
costs, members can have significant impact on reducing indemnity expenses. The most effective cost control strategy,
from a post-injury perspective, is implementing a formal RTW program. Based upon the information provided at the
meeting and follow up with current vendor clients, the Workers’ Compensation Subcommittee recommended the
Executive Committee authorized the General Manager to sign a contract with Norman Peterson from NPA and elicit
volunteers for the program. As part of PARSAC’s due diligence, staff contacted client references provided by NPA.
Barbara Esquivel of MPA stated she had been an NPA client for more than 15 years and continues to experience good
results. Jeff Rush of CJPIA indicated they have seen savings in excess of 20% and they encourage more members to use
the program. Rush further said they have a much higher success rate of returning public safety employees back to work
since implementing the program.
A motion was made for the General Manager to negotiate a contract for a pilot return to work program with Norman
Peterson from NPA. [M/S/C: Rogers, Rivera/Unanimous.]
b.

Medical Provider Network

Review and Discuss

A Medical Provider Network (MPN) was explored by staff and discussed by the Workers’ Compensation Subcommittee
in the past, but not pursued due to concerns of ensuring a network of quality providers and the time and resources
necessary to implement the program.
An MPN has been established by LWP, PARSAC’s Third-Party Administrator (TPA), and their staff provided a
presentation to the Workers’ Compensation Subcommittee regarding the benefits and changes in regulations that
addressed prior concerns. PARSAC’s current contract with LWP provides MPN services to members at no additional.
Cost.
An MPN allows better control of medical costs, provides quality care (which often results in lower litigation rates, fewer
lost workdays and lower medical costs), allows for second and third opinions (before requesting an Independent Medical
Review), allows the member to maintain control of medical treatment for the life of the claim, and allows for treatment
outside the MPN without jeopardizing the future lifetime control of treatment within the MPN. The primary treating
physician dictates medical treatment and when, or if, an injured worker returns to work. Without an MPN a new doctor
can be selected when the employee desires a certain result, (i.e., continued treatment, additional time off, higher
disability rating, etc.).
Judy Adlum of LWP, discussed numerous changes that have been made to MPN regulations which include that the MPN
must be approved by the State, provide a Medical Access Assistant to help coordinate care, as well as other updates in
regulations regarding transfer of care and case law that allows continued control for treatment outside the MPN without
jeopardizing control over the life of claim. The State has taken all the burden off the employer to make using an MPN
easier. The LWP Medical Access Assistant line is monitored by Signature Networks Plus from Monday through
Saturday from 7:00 a.m. until 8:00 p.m. The two MPNs offered by LWP are Premier and Platinum, which are identical
except the Platinum has Kaiser. Each member entity would have a specific list of MPN physicians for their city. LWP
would visit each city wishing to participate in the MPN program to help set up the program and to prepare the provider
list.
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The Workers’ Compensation Subcommittee recommended implementing an MPN which has the potential to reduce the
cost of medical and indemnity benefits directly impacting Member’s premium costs and improving program stability.
A motion was made to recommend consideration of
Franklin/Rodgers/Unanimous.]
7.

Excess Liability Coverage Review and Comparison

the

MPN

program to

the Board.

[M/S/C:

Discuss and Provide
Direction

Market conditions for liability insurance are changing as insurers are experiencing higher than expected losses. This
impacts PARSAC’s excess coverage and the pool’s excess costs have significantly increased this year. Although
PARSAC has participated in CSAC-EIA for 10 years benefiting from lower costs, high limits and generally broader
coverage; however, with rising rates, staff sought direction from the Executive Committee to gauge interesting in
exploring coverage options for the next fiscal year.
Staff discussed the notable differences between the various carriers such as CARMA, CJPRMA, and CSAC-EIA. As it
appeared PARSAC is right where it needs to be as far as coverage is concerned, the EC agreed no further analysis would
be necessary; but stated that the GM could make cursory inquiries and bring forth any coverage options that would
increase coverage for PARSAC members.
8.

Operational Best Practices
a. Wildfire Smoke Protection Program
b. Injury and Illness Prevention Program Update
c. Playground Safety Management Program
d. Heat Illness Prevention Program

Approved, Recommended
Board Ratify

a. In July 2019, CalOSHA adopted an emergency standard to protect outdoor workers from exposure to hazardous
wildfire smoke. The standard requires employers check the Air Quality Index (AQI) forecasts for PM2.5 and when the
level exceeds 150, to provide employees with respirators for voluntary use for the safety and wellbeing of our
members’ employees. Staff prepared a Quick Sheet and a summary of the CalOSHA standard guidelines for the
wildfire smoke protection program.
b. The Injury and Illness Prevention Program (IIPP) was updated by staff to provide a long format and short format.
While both formats meat CalOSHA standards, the long format is intended to be a “how to” guide of responsibilities
and includes instructions on how to implement various elements of the IIPP. Staff also provided a General Safety
Policy & Rules Workbook, which also meets CalOSHA training requirements and establishes written safety rules.
c. The Playground Safety Management Program has been updated to include a Quick Sheet and add the GameTime
Playground Inspection & Maintenance Guide which includes a “how to” for maintaining and inspecting playgrounds.
The City of Avalon incorporated this guide into their playground safety and management program and found it
invaluable. The implementation of the Playground Safety Management Program is designed to increase member
awareness of hazards and reduce exposures. It was noted that GameTime encourages the use of their manual so no
copyright laws were violated.
d. As California continued to experience an increasing number of days with high and excessive heat warnings, it was
important that members implement heat illness prevention protocols and train employees on how to prevent heat
illness. To complement the PARSAC best practices Heat Illness Prevention program that was implemented in 2008,
staff created two Quick Sheets that comply with Cal OSHA’s current Heat Illness Prevention Plan. Although not yet
adopted by the Board, these Quick Sheets were provided to the members over the summer to increase awareness of the
need to implement a Heat Illness Prevention program. Staff will also develop an online Heat Illness Prevention course
that will be available on PARSAC TV.
A motion was made to recommend Board approval of the four Operational Best Practices as presented and distribute the
Quick Sheets and Programs to the membership with a note that they are pending Board approval.
[M/S/C: Breidenbach-Sterling/Rogers/Unanimous.]
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9.

Workers’ Compensation Actuarial Analysis – REMIF Partnership

Review and Discuss

Since January, PARSAC and REMIF have been discussing a potential partnership between the two pools. In May both
sides executed an MOU setting forth the terms, responsibilities and timelines for exploring the benefits and viability of
this partnership. One of the items in the MOU was an actuarial analysis of the workers’ compensation programs to
determine if combining these two was feasible.
Mike Harrington of Bickmore Actuarial completed his analysis which suggested combining the worker’s compensation
programs will benefit both organizations in the long term. Some of the reasons to combine the programs are:
• Loss experiences are similar and PARSAC’s base funding rate decreases 1% with the addition of REMIF
• The average loss rate increases 6%
• If REMIF joined as one member at $50,000 SIR, they could save approximately $1.9 million
• If REMIF joined as one member at $100,000 SIR, they could save approximately $2.7 million
• If REMIF joined as individual members with SIR at existing rates of $5,000 & $10,000 their aggregate savings
could be $457,000
• Allows the pool to spread risks to larger base (50 versus 35), reduces volatility, allows greater actuarial
projections; positions pool to better absorb adverse loss years
• Lowers costs by eliminating redundancies and spreads operating costs to more members, takes advantage of
economies of scale, and uses the greater size to leverage for better rates and services from providers
If the respective Boards agree to move forward, the next steps would be:
• Perform coverage analysis to address differences in coverage between programs
• Secure excess coverage through LAWCX
• Identify most efficient and cost-effective method for claims administration
• Discuss and establish program governance and
• Establish implementation date.
10. Supplemental Actuarial Reports
a.

Liability

Approved, Recommended
Board Ratify

As of June 30, 2019, the actuarial review of the Liability program showed an increase in adverse loss development of
$1.5 million to $3 million. The ultimate losses increased to $9.6 million due to new losses with large reserves. The EPL
ultimate incurred losses increased by $17,739. The Liability Program indicates $9.7 million at expected and $13.8 at the
90% confidence level. In EPL it is $9.7 at expected and $13.9 at the 90% confidence level. Estimated available funding
was $24 million. At the 90% confidence level there is in excess of $10 million in surplus.
Due to PARSAC’s conservative funding philosophy, the Liability Program remains well funded above the 90%
confidence level.
b.

Workers’ Compensation

The actuarial previously advised that in the Workers’ Compensation program would increase $2.3 million in new
development, but as of June 30, 2019, that, figure was $769,000 a decrease of approximately 1.5 million. Claims
liabilities at expected are $15.2 at the 90% confidence level, available funding is approximately $26.3 million, so even
at the 90% confidence level there is a surplus in excess of $11 million.
The Workers’ Compensation Program remains well funded above the 90% confidence level with sufficient surplus
to absorb unexpected adverse loss development.
V. CLOSED SESSION
A. Conference with Legal Counsel - Liability Claims
[Pursuant to Government Code § 54956.95]
Concluded - Nelson v. City of Citrus Heights
O’Brien v. City of Grass Valley
Schroeder v. City of Rialto
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Pursuant to Government Code § 54956.95 the Board met in closed session to discuss the cases of Nelson v. City of Citrus
Heights, O’Brien v. City of Grass Valley and Schroeder v. City of Rialto. There is no other reportable action, but a
written disposition of disputed claims is available at the PARSAC office.
VI.

GENERAL INFORMATION

VII.

PUBLIC COMMENT ON ITEMS NOT ON AGENDA

VIII.

DIRECTOR’S GENERAL COMMENTS/SUGGESTIONS FOR NEXT AGENDA

IX.

ADJOURNMENT
The Executive Committee Meeting was adjourned at 12:03 p.m.

Respectfully submitted,

APPROVED: December 5, 2019

__________________________________
Carolyn Shreve
PARSAC Deputy Secretary

_____________________________________
John Gillison, City of Rancho Cucamonga
PARSAC President

December 5, 2019
Executive Committee Meeting

REPORT ON COVERAGE DENIALS
SUMMARY: This report is intended to inform the Executive Committee of coverage denials and is
delivered in any quarter where one or more members have received a letter that either fully or partially
denies coverage.
RECOMMENDATION: Receive and File
DISCUSSION: Periodically, lawsuits received from member agencies allege causes of action which
are not covered under PARSAC’s Memorandum of Coverage. These suits are analyzed by
PARSAC’s coverage counsel to ensure coverage and defense is granted in accordance with the
Memorandum. A denial may also be issued if a member chooses to assign defense counsel without
using the Defense Panel since such assignment waives coverage per the Resolution.
The following claims were denied during the period of July through September 30, 2019.
Plaintiff/Entity

Cause of Action

Coverage Opinion

Martin v. City of California City

Breach of Contract
Defamation

Exclusions D
PARSAC will provide
50% coverage after
$100,000 SIR paid by City

AWI, Builders. v. Rancho
Cucamonga Fire District

Petition for Writ of
Mandate

Exclusions K and Z

FISCAL IMPLICATIONS: Cost analysis by coverage counsel is included in each annual budget
and varies by suit or claim.
ATTACHMENT: None
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DISPOSITION OF EXCESS DIVIDENDS
SUMMARY: PARSAC received an ERMA dividend of $506,517 in June 2019. The
Executive Committee previously recommended allocating $375,000 to the Liability Rate
Stabilization Fund and asked the Finance Subcommittee to discuss and recommend options
for the disposition of the remaining $131,517.
RECOMMENDATION: Approve the Finance Committee’s recommendation to allocate
the remaining $131,517 of excess dividends to the EPL Rate Stabilization Fund and
recommend the Board Ratify.
DISCUSSION: The disposition of ERMA dividends was discussed at the August 29, 2019
Executive Committee Meeting. The Executive Committee recommended allocating
$375,000 to fund the Liability Rate Stabilization Fund to the $750,000 limit leaving
$131,517 in unallocated excess dividends. The Finance Committee was asked to consider
options for the remaining $131,517 in unallocated dividends.
The options presented to the Finance Committee included:
1)
2)
3)
4)
5)

A return of funds to members;
Apply funds to the EPL and/or Liability Rate Stabilization Fund;
Allocate dividends toward risk management training;
Allocate funds to grant programs; and
Allocate additional funds to the EPL Expansion Fund.

The Finance Subcommittee recommended allocating the remaining $131,517 to the EPL
rate stabilization fund.
FISCAL IMPLICATIONS: Applying dividends as recommended reduces the impact on
members’ premium contribution to offsets future rate increases.
ATTACHMENT: None
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UPDATE ON OTHER POST-EMPLOYMENT BENEFITS (OPEB) LIABILITY
(GASB 75)
SUMMARY: The purpose of this report is to update the Executive Committee on the
current OPEB funding, and present for approval the OPEB actuarial reports.
RECOMMENDATION: Executive Committee Approve and Recommend Board Ratify
GASB 75 Accounting Valuation Report and withhold trust fund withdrawal of OPEB
subsidy for 2019/20 fiscal year.
DISCUSSION: As reported previously, the Government Accounting Standards Board
(GASB) approved Statement No. 75 Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions (OPEB), requiring the long-term
obligation for Other Postemployment Benefits (retiree healthcare) to be recorded on
financial statements as of June 30, 2018. Previously the Board elected to fund the OPEB
liability proactively using excess and pool dividends and through annual required
contributions as determined through bi-annual actuarial funding studies. We are pleased
to report that based on the most recent OPEB actuarial reports, retiree healthcare
remains fully funded and no additional contributions are needed to the CalPERS Trust
(CERBT) at this time.
The Board previously approved expensing the cost of current retiree medical costs
though the annual budget without offsetting costs through the withdrawal of CERBT
funds. The current cost of retiree medical premiums is approximately $45,000. By
allowing the funds to remain in the trust additional interest can be earned, the OPEB
liability remains fully satisfied, and any increased future costs are covered.
The attached actuarial projections are based on the July 1, 2017 report that included 5
active employees and 3 retirees with investment returns assumed to be 6%. With these
assumptions both the Present Value of Benefits Payable (PVBP) and the Actuarial
Accrued Liability are both fully paid requiring no additional contributions. The funding
requirements may change with additional staffing. The study scheduled for fiscal year
2020 will reflect any staffing changes since the July 2017 was prepared.
FISCAL IMPLICATION: No required annual OPEB contribution is needed for Fiscal
Year 2019/20.
ATTACHMENT: Draft August 14, 2109 GASB 75 Accounting valuation Report for
the Fiscal Year Ending June 30, 2019. See Board of Directors Agenda Item G.
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EMPLOYEE HANDBOOK UPDATE
SUMMARY: During a recent CalPERS audit it was determined that PASRAC’s
Employee Handbook did not address temporary upgrade assignments. To bring the agency
into compliance with government code additional language has been added. In addition,
with the potential merger with REMIF there is an opportunity to share resources including
staff. Additional language has been added to address the sharing of staff with another
agency.
RECOMMENDATION: Approve the addition of “Temporary Upgrade” and “Special
Project” Assignment language to the employee handbook.
DISCUSSION: During a recent CalPERS audit it was determined that PARSAC did not
have a provision for “Temporary Upgrade” Assignments. Liebert Cassidy Whitmore has
recommended language for temporary upgrade assignments. Additionally, with the
potential merger with REMIF, there is an opportunity to share resources including staff.
REMIF’s Administrative Assistant will be retiring in December and as the staffing needs
of both organizations may change with the potential merger, PARSAC has offered to loan
its Management Analyst to fill in as needed in the interim until long-term staffing needs
are determined. The proposed updates to the employee handbook are outlined below.
•

Temporary Upgrade Assignment policy allows for an employee to temporarily
work at a higher classification with additional compensation not to exceed to 10%
of existing pay.
Employees may be temporarily assigned by the Executive Committee or General Manager
to work at a higher classification. This type of assignment is known as a “temporary
upgrade” assignment. Additional compensation will be at a rate of up to 10% above the
current employee salary. Temporary upgrade pay does not apply to PEPRA employees’
retirement benefits.

•

Special Assignments allow for the sharing of staff between agencies while
remaining an employee of PARSAC and maintaining the same job classification.
The Executive Committee or General Manager may ask an employee to take on special
assignments that may be within the Agency or for another similar agency. If agreed to by
the employee, the employee will maintain their current classification and will remain an
employee of PARSAC regardless of where the work assignment may occur. Special
assignments are eligible for additional pay as determined by the Executive Committee or
General Manager. This pay is not subject to PERS retirement benefits.

FISCAL IMPACT: None
ATTACHMENTS: None
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Public Agency Risk Sharing Authority of California
[PARSAC]
Board of Directors
Thursday, December 5, 2019, 8:45 a.m.
Embassy Suites, 100 Capitol Mall, Sacramento, CA 95811
In accordance with the requirements of the Brown Act, notice of this meeting must be posted in publicly accessible places,
72 hours in advance of the meeting, in each of the member agencies involved.
[Note: The Board may take action on any item listed on the Agenda. The General Manager’s Recommendation for each item is solely the
recommendation of staff and does not limit the Board’s authority to take action on any Agenda item.]

I.

CALL MEETING TO ORDER: DETERMINE QUORUM

II.

MODIFICATIONS OF AGENDA

III.

APPROVAL OF CONSENT AGENDA
[Note: if discussion of any item on the consent Agenda is desired, it
must be placed on the Regular Agenda]

IV.

GENERAL MANAGER’S
RECOMMENDATIONS

A.

Meeting Minutes
1. Board Meeting:
2. Workers’ Compensation Subcommittee Meeting:
3. Finance Subcommittee Meeting

B.

Quarterly Financial Statements – Quarter Ending September 30, 2019
1. Financial Statements (9/30/2019)
2. Treasurer’s Reports (6/30 & 9/30/2019)
3. PFM Investment Performance Review (9/30/2019)

Approve
Receive and File
Receive and File

C.

Worker’s Compensation Program Claims Audit Report

Receive and File

D.

Supplemental Actuarial Reports
1. Liability
2. Workers’ Compensation

Ratify

E.

Update on PARSAC Building Lease

Receive and File

F.

Revise Liability Defense Panel and Exhibits A & B - Resolution 2019-04
1. Addition of Attorney to Liability Defense Panel
2. Change of Firm Name

Adopt

G.

Update on Other Post-Employment Benefits (OPEB) Liability (GASB 75)

Ratify

5/30/2019
7/15/2019
10/28/2019

Approve

REGULAR AGENDA
1.

Appointment of New Officer, Chuck Dantuono as Treasurer

Approve

2.

CAJPA Report – PARSAC Accredited with Excellence – Presented by James Marta

Receive and File

3.

AB 1912 Joint Powers Dissolution Plan Agreement

Ratify

4.

Update on REMIF/PARSAC Strategic Partnership Leading to a Merger
a. Introduction to REMIF
b. Benefits and Challenges of Merger

Review and Discuss

5.

Amend Liability Memorandum of Coverage
a.
Exclusion P – Land Use Regulations
b. Exclusion P – Inverse, Loss of Income
c.
Additional Insured Endorsement

Ratify

V.

6.

2018/19 Annual Financial Audit

Approve

7.

Member Retention/Marketing Strategy Subcommittee Meeting

Receive and File

8.

Disposition of Excess Dividend

Ratify

9.

Increase Lexipol Reimbursement and Policy

Ratify

10.

Amend Travel Policy and Expense Policy

Ratify

11.

Report on Workers’ Compensation Subcommittee Meeting
a. Medical Provider Network
b. Return to Work Program

Review and Discuss

12.

Operational Best Practices
a. Wildfire Smoke Protection Program
b. Injury and Illness Prevention Program
c. Playground Safety Management Program
d. Heat Illness Prevention Program

Ratify

CLOSED SESSION
A.

New Cases:
Police:
Dangerous
Condition:

Conference with Legal Counsel - Liability Claims
[Pursuant to Government Code § 54956.95]
Claimant:
Agency:

Bench
California City

Claimant:
Agency:

DeAlmeida
California City

Claimant:
Agency:

Edel
West Hollywood

Claimant:
Agency:

Kaufman
Menifee

Claimant:
Agency:

Meylor
Avalon

Claimant:
Agency:

Papa
Truckee

Claimant:
Agency:

Rebhan
Clearlake

Claimant:
Agency:

Teeters
Yucaipa

Ongoing Cases
Police:
Claimant: Azevedo
Agency:
Alturas
Page 1: Line 3

Dangerous
Condition:

Concluded

Claimant: Cotton
Agency:
Nevada City
Page 1: Line 15

Claimant: Fodrey
Agency:
Rialto
Page 1: Line 23

Claimant: Jackson/Ainely
Agency:
South Lake Tahoe
Page 1: Line 31

Claimant: Peterson
Agency:
Grass Valley
Page 2: Line 60

Claimant: Zanoni
Agency:
Citrus Heights
Page 3: Line 77

Claimant: Baker
Agency:
South Lake Tahoe
Page 3: Line 90

Claimant: Goodrow
Agency:
Grass Valley
Page 4: Line 131

Claimant: Petredis
Agency:
Pacific Grove
Page 6: Line 177

Claimant: Pirsig
Agency:
West Hollywood
Page 6: Line 181

Claimant: Rifkin
Agency:
West Hollywood
Page 6: Line 189

Claimant: Howie
Agency:
Grass Valley
Page 1: Line 27

Claimant: Nelson
Agency:
Citrus Heights
Page 2: Line 48

Claimant: Schroeder
Agency:
Rialto
Page 3: Line 69

Claimant: Dixon
Agency:
Menifee
Page 4: Line 115

Claimant: Glover
Agency:
Watsonville
Page 4: Line 127

Claimant: Miller
Agency:
Twentynine Palms
Page: 5: Line 160

Claimant: O’Brien
Agency:
Grass Valley
Page 5: Line 164

Claimant: Schwan
Agency:
Twentynine Palms
Page 7: Line 202

Claimant: Tattersfield
Agency:
Coalinga
Page 7: Line 218

Claimant: Dang
Agency:
Twentynine Palms
Page 8: Line 231
B. Conference with Legal Counsel – Workers’ Compensation Claims
[Pursuant to Government Code § 54956.95]
Claimant:
Agency:

Breiner, Kristopher
Calistoga

Claimant:
Agency:

Clark, Douglas
Grass Valley

Claimant:
Agency:

Martorella, John
Watsonville

Claimant:
Agency:

Wolverton, Franklin
Citrus Heights

VI.

GENERAL INFORMATION

VII.

PUBLIC COMMENT ON ITEMS NOT ON AGENDA

VIII.

DIRECTORS’ GENERAL COMMENTS/SUGGESTIONS FOR NEXT AGENDA

IX.

ADJOURNMENT

Claimant:
Agency:

Macias, Salvador
Avalon

Any writings or documents pertaining to an open session item provided to a majority of the members of the legislative body less than 72 hours
prior to the meeting, shall be made available for public inspection at the PARSAC business office, located at 1525 Response Road, Suite 1,
Sacramento, CA 95815. For special accommodation because of a disability, please phone Carol Shreve at PARSAC (916) 927-7727 or (800) 4002642 or email her at cshreve@parsac.org at least 24 hours prior to the meeting time shown above.

UNAPPROVED
PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
Board of Directors Meeting Minutes
May 30, 2019
BOARD MEMBERS AND ALTERNATES PRESENT:
President:
Vice President:
Auditor/Controller:
Treasurer:

John Gillison, City of Rancho Cucamonga
Steve Rogers, Town of Yountville
Carolyn Steffan, City of Tehama
Greg Franklin, City of Yucaipa (arrived at 8:15)

City of Amador City:
City of Avalon:
City of Belvedere:
City of Blue Lake:
City of Calimesa:
City of Calistoga:
City of Citrus Heights:
City of Citrus Heights:
City of Clearlake:
City of Clearlake:
City of Coalinga:
City of Ferndale:
City of Grass Valley:
City of Highland:
City of Menifee:
City of Menifee:
City of Nevada City:
City of Placerville:

Dave Groth
Matthew Baker
Amber Johnson
April Sousa
Darlene Gerdes
Michael Kirn
Ronda Rivera
Amy Van
Melissa Swanson
Tina Viramontes
Mercedes Garcia
Jay Parrish
Tim Kiser
Chuck Dantuono
Wendy Preece
Rochelle Clayton
Loree McCay
Dave Warren

City of Plymouth:
City of Plymouth:
City of Point Arena:
City of Point Arena:
City of Rancho Cucamonga:
Rancho Cucamonga Fire:
City of Rancho Santa Margarita:
City of Rancho Santa Margarita:
City of San Juan Bautista:
City of Trinidad:
Town of Truckee:
Town of Truckee:
City of Twentynine Palms:
City of Watsonville:
City of Wheatland:
City of Wildomar:
Town of Yucca Valley:

Rex Osborn
Maria De La Torre
Richard Shoemaker
Paul Anderson
Elisa Cox
Ivan Rojer (arrived at 8:15)
Diego Chavez
Jennifer Cervantez
Trish Paetz
Eli Naffah
Kim Szczurek
Chrissy Earnhardt
Frank Luckino
Tamara Vides
Susan Mahoney
Sherri Stanton
Debra Breidenbach-Sterling

BOARD MEMBERS ABSENT:

OTHERS PRESENT:

City of California City
City of Pacific Grove
City of Placentia
City of South Lake Tahoe
City of West Hollywood

Greg O’Dea, Longyear, O’Dea & Lavra
Mike Harrington, Bickmore Actuarial
Lesley Murphy, PFM
Katherine Nelms, LWP Claims Solutions
Robert Chalfant, George Hills Company
Steve Wright, Officer Emeritus

PARSAC STAFF PRESENT:
General Manager:
Risk Manager:
Sr. Accountant:
Sr. Admin. Assist:
Management Analyst:

Kin Ong
Erike Young
Tracey Smith-Reed
Carol Shreve
Yahaira Martinez

In compliance with Government Code §54953(c)(2), the following minutes indicate “unanimous” when all voting members listed above were accounted
for and voted in favor of a motion. If any member was absent during a vote, abstained, or voted against any motion, they are indicated as such by name.

The PARSAC Board of Directors met at the Embassy Suites in Sacramento, California to discuss, approve, or amend the
following items.
I.

CALL MEETING TO ORDER: DETERMINE QUORUM
The meeting was called to order at 8:02 a.m. with a quorum present.
Introductions.
General Manager’s Message:
Kin Ong thanked everyone for coming. Lots of first-time attendees: David Growth (Amador City), Mike Kirn
(Calistoga); Tina Viramontes (Clearlake); Rochelle Clayton (Menifee), Loree McCay (Nevada City) Rex Osborn and
Maria De La Torre (Plymouth), Paul Anderson (Point Arena), Ivan Rojer (Rancho Cucamonga FPD), Eli Naffah
(Trinidad), Sherri Stanton (Menifee), and Susan Mahoney (Wheatland). He introduced Yahaira Martinez, PARSAC
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Management Analyst. Yahaira was the pool manager at ERMA and has worked with Cal Tip and Bickmore before
joining PARSAC.
He thanked those who have left PARSAC for their contributions: Tim Knox (Amador City); Dylan Feik (Calistoga), Bob
Stockwell (California City), Greg Folsom (Clearlake); and Michaele LaForge (San Juan Bautista). He thanked Janet
Morales (Wildomar) and Wendy Preece (Menifee), who are taking on additional responsibilities and stepping away from
the board.
Exciting news! Staff and the officers have been discussing a potential merger with REMIF (Redwood Empire Municipal
Insurance Fund). The two JPAs are similar, both Boards are very engaged, we have small to midsized member agencies,
with some overlap in service areas, commitment to support other member agencies, and similar programs. With a merger,
there would be the potential to spread risk to a larger base and to negotiate for better rates and services with our greater
size.
Over the next several weeks our EC members will meet with their governing board to discuss what this partnership may
look like. Our actuary will also be doing a funding analysis and if the analysis is favorable, we will move to the next
phase and discuss developing some funding models to fold their workers’ comp program into ours. Claims administration
will also be discussed. Staff will keep the EC and Board updated.
In August Citrus Heights will host a law enforcement session. Safety Training sessions will be held in both Northern and
Southern California.
The PARSAC academy will be held in December and everyone is encouraged to attend. There will be a keynote speaker
followed by break-out sessions for liability and workers’ compensation.
II. MODIFICATIONS OF AGENDA
No modifications to the Agenda.
III. APPROVAL OF CONSENT AGENDA
A. Meeting Minutes
Board Meeting:
Finance Committee Meeting:
Finance Committee Meeting:
Finance Committee Meeting:

11/29/2018
11/7/2018
3/5/2019
5/2/2019

B. Quarterly Financial Statements – Quarter Ending March 2019
1. Financial Statements
2. Treasurer’s Report
3. PFM Investment Performance Review

Approved

Approved
Received and Filed
Received and Filed

C. Update Resolutions
1. Liability Defense Panel Firms – Resolution 2019-01
2. Tort Claims Act – Resolution 2019-02

Adopted

D. Workers’ Compensation Contract Renewal with LWP Claims Solutions
For Claims Administration Services (2019/20 – 2021/22)

Ratify Contact Renewal

E. General Manager Contract

Received and Filed

Motion to approve Consent Agenda. [M/S/C: Steffan/Rogers/Unanimous.]
IV.

REGULAR AGENDA
1.

Election of PARSAC Officers and Executive Committee Members-at-Large
a. President – John Gillison
b. Auditor/Controller – Carolyn Steffan
c. Members-at-Large
• Cleve Morris

Election Conducted
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• Jay Parrish
• Debra Breidenbach-Sterling
Positions for the Executive Committee are filled by Board members on a staggered 2-year term. Eligible
candidates are members who have served on the Board for at least 18 months and attended two meetings. This
year the positions up for re-election are President, John Gillison and Auditor/Controller Carolyn Steffan; and three
member-at large positions: Debra Breidenbach-Sterling; Jay Parrish and Cleve Morris. Each of the above-named
individuals have sent in letters of intent. Frank Luckino and Tim Kiser have also sent in letters of intent. This
year’s elected members will serve a two-year term effective July 1, 2019 through June 30, 2021.
Before the election was conducted, Frank Luckino withdrew his nomination.
Ballots were distributed for voting purposes. After the tally of ballots, all incumbents were re-elected.
2.

West Hollywood – Notice of Intent to Withdraw

Received and Filed

In December, the City of West Hollywood advised they would perform their due diligence and provided a letter of
intent to withdraw from PARSAC. They obtained quotes from CalJPIA, CSAC and commercial insurance.
CalJPIA provided the required coverage. Per the By-laws, they will pay administrative expenses for the next three
years.
3.

Annual Actuarial Review - Mike Harrington – Bickmore

Ratified

Liability:
PARSAC’s Liability Program’s overall financial position is very good. As of June 30, 2019, the Program remains
well funded above the 90% confidence level with estimated program assets of $24.1 million, and net equity of
$14.1 million. The Program’s liability for outstanding claims as of June 30, 2019 is estimated to be $7 million.
Assets increased significantly from last year’s actuarial report of $18 million due to the inclusion of designated
equity. Inclusion of designated equity in Program assets reconciles the actuarial report to the audited financial
statements.
The primary EPL funding rate at the 90% confidence level decreased 7.3% and 5.8% respectively with and
without West Hollywood.
Loss development in recent years is trending down. Loss funding rate at the 80% confidence level decreased 1.1%
and 7% respectively with and without West Hollywood.
Motion to Ratify the Liability Actuarial Report. [M/S/C: Shoemaker/Warren/Unanimous.]
Workers’ Compensation:
As of June 30, 2019, the Workers’ Compensation Program remains strong and is well funded above the 90%
confidence level with estimated assets of $26.3 million, and net equity exceeding $10.8 million.
Program’s discounted outstanding liability increased to $12.5 million at expected and increased to $15.4 million at
the 90% confidence level.
The estimated funding requirement for claims expenses at the 75% confidence level is $4.3 million which
includes ALAE and ULAE and discounted for investment income.
The loss funding rate at the 75% confidence level is projected to decrease 1% with West Hollywood and increase
an average of 4.8% without West Hollywood.
Motion to Ratify the Workers’ Compensation Actuarial Report. [M/S/C: Steffan/Breidenbach-Sterling/Unanimous.]
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4. Analysis of Member Self-Insured Retentions (SIR)
Received and Filed
a. Liability
b. Workers’ Compensation
Every three years PARSAC does an analysis of the Member Liability and Workers’ Compensation SIRs to
determine the member agency SIR based on size (payroll) and losses (frequency and severity of claims exceeding
member’s SIR). The results for this year’s analyses is as follows: Truckee may wish to increase their SIR in
Workers’ Compensation based on their loss experience and in Liability due to size.
In the Workers’ Compensation Program decreases in SIR were suggested for Belvedere (size), Rancho
Cucamonga and Rancho Cucamonga Fire Protection District (loss); and Avalon could increase their SIR due to
loss experience.
In the Liability Program, Rancho Cucamonga Fire Protection District and Yucca Valley could decrease their SIR
based on both size and loss experience. The SIR’s for of Rancho Cucamonga and Pacific Grove could be
decreased based on loss experience, and Amador could decrease their SIR due to size.
5.

2019/2020 Program Funding
a. Liability
b. Workers’ Compensation

Ratified

Liability:
PARSAC’s policy requires prospective funding of the Liability Program at the 85% confidence level. The pool is
well funded above the 90% confidence level, as such, in the past the Board approved funding at the 80%
confidence level. A conservative funding philosophy not only ensures sufficient assets are available to pay
expected losses, resulting in a surplus in excess of $14 million. CAJPA, the organization that accredits PARSAC,
requires a certain level of surplus to be retained before accreditation with excellence is received, and we have
achieved the accreditation with excellence for many years now.
Pool losses have developed favorably, and with the withdrawal of West Hollywood rates for the primary funding
layer (member’s SIR and $1 million) will decrease approximately 7%.
ERMA (employment practices liability coverage to $1 million) is well funded above the 90% confidence level
with a surplus in excess of $8 million. This year ERMA’s prospective funding rate will increase 5.4%. However,
PARSAC’s loss experience decreased significantly from last year, which decreased our experience modification
factor by 24% and resulted in a net decrease of 18% in the overall rate. Although the Board established an EPL
rate stabilization fund of $500,000, (fully funded), the Executive Committee does not recommend using rate
stabilization funds.
CSAC is the excess pool that provides coverage from $1 to $50 million. CSAC is projected to have a rate increase
of 32%. CSAC has had some very significant losses over the last several years. With the 32% increase in the
CSAC rates, the Executive Committee recommended $175,000 in rate stabilization funds be used to help offset
the increase, and to fund at the 80% confidence level.
A motion was made to ratify funding at the 80% confidence level and allocate $175,000 in rate stabilization funds
to offset the rate increase in excess premiums. [M/S/C: Rogers/Parrish/Unanimous.]
Workers’ Compensation:
Similar to the Liability Program, the program is well funded above the 90% confidence level and has a surplus in
excess of $10 million, as a result the Board has approved funding at the 75% confidence level. The Board
established a rate stabilization fund for the Workers’ Compensation program in the amount of $500,000. Without
West Hollywood, PARSAC’s rate increase is 4.8% which equates to $203,000. The Executive Committee
recommends funding at the 75% confidence level and allocating $203,000 in rate stabilization funds to offset the
rate increase.
LAWCX’s (workers’ compensation excess from PARSAC’s $500,000 SIR to $5 million) financial position has
improved over the years to $19.5 million in surplus; but had many years in deficit. Last year the LAWCX Board
approved a “deficit clearing plan” which calls for the collection of $9 million over ten years to bring the deficit
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years up to the 80% confidence level. PARSAC’s contribution is $378,504, or $37,850 for ten years. The
LAWCX Board also approved a reduction in their discount factor from 2.75% to 2.5% effective in 2019/20,
resulting in a rate increase of 5%.
LAWCX also funds a mid-layer ($2 to $5 million) previously funded at the expected confidence level and then
increased to 80% in 2016/17. There have been several significant claims in this layer and the pool continues to
maintain a deficit of $3.4 million. The rate increase for this layer is approximately 9%.
CSAC funds the excess layer ($5 million to statutory limits). The rate increase for this layer is expected to be
15%. When combining the LAWCX and CSAC layers, PARSAC’s overall excess rate increase is approximately
8%. The recommendation is to fund at the 75% confidence level and apply $203,000 in rate stabilization funds to
offset the increase.
A motion was made to ratify funding at the 75% confidence level and allocate $203,000 in rate stabilization funds
to offset excess rate increase. [M/S/C: Vides/Rivera/Unanimous.]
6.

Estimated Retrospective Premium Calculations
a. Liability
b. Workers’ Compensation

Ratified

The RPA (Retrospective Premium Calculation) is a reconciliation of premiums and expenses by program year to
determine remaining equity. Under PARSAC policy, each program must meet specific requirements before
dividends can be distributed: 1) Meet the minimum overall program confidence level funding of 90%; 2) meet the
target equity requirement of 5 x SIR; and 3) determine eligible RPA years and amounts. Other factors considered
prior to distribution include financial performance benchmarks and equity trends for those years not yet included
in the RPA schedule. As the Liability Program did not meet all requirements, the Executive Committee
recommends no dividend be distributed (in December 2018 a dividend of $1.6 million was returned to members).
The Liability program remains well funded above the 90% confidence level with over $14 million in surplus.
A motion was made ratifying the RPA, and that no dividend distribution would be made per the Funding Policy.
[M/S/C: Parrish/Breidenbach-Sterling/Unanimous.]
The Workers’ Compensation Program met all equity requirements and benchmarks and, pursuant to PARSAC’s
policy, there is $1,791,543 available for distribution. Last year the Board approved a dividend of $1 million
representing 45% of the available balance.
A motion was made to ratify a distribution of $1 million to the members and allocate $203,000 to replenish the
rate stabilization fund. [M/S/C: Chavez/Rivera/Unanimous.]
7.

Budget 2019/20

Ratified

Staff thanked the Finance Committee and welcomed new subcommittee members Tori Hannah and Dave Warren.
The total amount of the budget for 2019/20 is $16.7 million. Income is made up of total member contributions of
$15.8 million and investment income of $886,000. Member contributions funded at the same level as last year.
Liability is discounted at 1.5% at the 80% confidence level, and Workers’ Compensation is discounted 2.5% at the
75% confidence level.
PARSAC’s total expenses are budgeted at $16.2 million, a decrease of 3% or $580,000. Claims related expenses
account for $14.2 million of the budget, risk management accounts for $389,000 and the remaining $1.6 million is
made up of payroll and benefits, consultants, general and administrative costs, travel and Board expenses.
Overall the budget shows a net income of over $420,000 ($229,000 from the Liability Program, $258,000 from
Workers’ Compensation Program, and a negative $67,000 from the Building fund).
A motion was made to ratify the Budget. [M/S/C: Franklin/Warren/Unanimous.]

UNAPPROVED
Minutes of May 30, 2019
PARSAC Board of Directors’ Meeting
Page 6 of 8
___________________________________________________________________________________________________
8. PFM Investment Review - Lesley Murphy – PFM
a. Investment Portfolio Review
Received and Filed
b. Policy Update
Adopted
Lindsey Murphy stated that PFM manages PARSAC’s investment portfolio of approximately $47.7 million. The
market has had slow steady growth. Employees are finding it easier to find jobs and are making more money.
Inflation was around 2% but has fallen off slightly. The unrest between the US and China caused a slow in the
market. The Federal Reserve put a hold on rate hikes for the rest of 2019, and it is possible rates will be reduced.
There has been a decrease in long-range investments causing short-term investments have better rates. PARSAC
invests in high-quality investments with diversification by sector, issuer and maturity. PARSAC has outperformed
the benchmark since inception.
PFM recommended the Investment Policy be updated to comply with California Code § 53601(0) modified by AB
1770 effective January 2019. Changes in the policy clarify requirements for the purchase of asset-backed
securities or non-agency mortgage-backed securities. The changes specifically address the 5-year maturity limit
language and the rating category from “… a maximum of five years’ maturity… rated in a rating category of ‘A’
or its equivalent or better…” to “…shall be rated in a rating category of ‘AA’ or its equivalent or better by an
NRSRO and have a maximum remaining maturity of five years or less.”
A motion was made to ratify the Investment Policy as amended. [M/S/C: Rogers/Luckino/Unanimous.]
9.

Update on Grant Funds

Received and Filed

PARSAC’s grant fund program just completed its 8th year. Thirty-one members used or encumbered almost
$260,000 in safety and loss control grant applications for tree trimming and removal, sidewalk repair or
replacement, equipment purchases, training and conferences, and ADA improvements. Unused grant funds will
reduce the 2019/20 budgeted grant funds by $65,000.
There is approximately $190,000 available for one-time safety and loss control grant funds, which is just over
$5,200 per member. So far, only two members have requested or used these funds for a total of $7,700. These
funds will be available until used.
EPL grants, mostly funded by ERMA dividends, are available to address employment-related needs. To date, 30
members have used or encumbered approximately $265,000 of the $900,000 allocated to the fund.
Reminder: Grant funds of $5,000 per member per program become available on July 1, 2019.
10. AB 1912 Allocation Plan and Resolution

Ratified

AB 1912 protects the pension benefits of the JPA employees should the JPA dissolve or withdraw from its
pension plan. PARSAC’s pension plan is with CalPERS. The law provides that prior to a JPA’s dissolution or
withdrawal from the pension plan, there must be an agreement in place apportioning 100% of the unfunded
liability, and if no such agreement exists, the pension plan’s Board would apportion 100% of the unfunded
liability to the member entities and establish procedures allowing arbitration to challenge the Board’s
determination.
Annually, CalPERS provides PARSAC with a calculation of the unfunded liability, the current estimate is $3.8
million. In the event of PARSAC’s dissolution or withdrawal from CalPERS, 100% of the unfunded liability
would be allocated to all members, past, present and withdrawn, based on their pro rata share of historic
premiums. Previously, the Board determined that if PARSAC dissolves, the building should be sold, and that only
current members (members of PARSAC at the time of sale) would receive credit from the sale, reducing their
portion of the unfunded liability. Staff amended Resolution 2019-03 to provide options for funding 100% of the
CalPERS unfunded liability should PARSAC terminate its pension plan, or dissolve. The goal was to keep the
process simple but fair.
An agreement will be prepared to bind past, present and withdrawn members, and set out an allocation plan for
100% of the unfunded liability. PARSAC’s General Counsel states that the present members have the authority to
bind past and withdrawn members to the allocation funding plan.

UNAPPROVED
Minutes of May 30, 2019
PARSAC Board of Directors’ Meeting
Page 7 of 8
___________________________________________________________________________________________________
A motion was made to Ratify the Resolution as amended. [M/S/C: Szczurek/Warren/Unanimous.]
11. AB 1749 – Amend Workers’ Compensation MOC re: Off Duty Peace Officers

Ratified

This legislation arises out of the recent Las Vegas shooting where several California peace officers were injured
while assisting others. Their injuries resulted in workers’ comp claims against their employers and were denied
because the Labor Code does not afford coverage for out of state injuries.
AB 1749 was subsequently introduced, and then signed into law in September 2018, amending the Labor Code to
permit public agencies to accept liability for workers’ comp injuries of a peace officer, “if the officer is injured,
dies or is disabled from performing his or her duties as a peace officer by reason of engaging in the apprehension
or attempted apprehension of law violators or suspected law violators, or protection or preservation of life or
property, or the preservation of the peace, outside the state of California, but was not at the time acting under the
immediate direction of his or her employer.”
Both LAWCX and CSAC have amended their MOC to provide workers’ compensation coverage in accordance
with the new law. Amending the PARSAC MOC will eliminate any coverage gaps between PARSAC and its
excess providers relating to the new law.
A motion was made to amend the PARSAC Workers’ Compensation MOC effective 7/1/2019, in accordance with
the new law. [M/S/C: Vides/Garcia/Unanimous.]
12. Update Risk Control Activities
a. Risk Control 2020
b. PARSAC TV
c. Update on Risk Assessments
d. Regional Workshops and Webinars

Received and Filed

In November 2018, the Board approved the Risk Control 2020 plan with a focus on member engagement and
support; data integrity and reporting; technical and operational efficiency, and member training and education. In
addition to the activities in the plan, staff conducted 20 workers’ comp claim reviews; 11 Risk Assessments –
including compliance with Cal/OSHA and other governmental regulations and guidelines; an eWaiver Platform
was implemented; PARSAC TV was developed with 4 custom videos; and several webinar sessions were created.
The long-term objectives are data integrity and claims coding and business intelligence. PARSAC is working with
George Hills and LWP in developing claim coding standards and are working together to complete the recoding.
PARSAC TV has a dedicated YouTube Channel for training. PARSAC staff is also working on mobile safety
management platforms to help members comply with Cal/OSHA requirements.
With the help from Amber Davis of LWP a short video was introduced on the workers’ compensation process. In
partnership with the City of Citrus Heights, two police videos were created: Police Officer Needle Stick
Prevention and general safety orientation. The members stated the needle stick prevention safety video was
entertaining and the information would be very helpful for other city positions as well.
The general theme for Risk Assessments is the need for improved education on risk and safety management
requirements and responsibilities. With that in mind, PARSAC staff increased professional development and
education opportunities for members, including hosting regional workshops, webinars and PARSAC TV videos
that focus on safety officer responsibilities and available resources.
It was noted that some member cities have completed a Self-Evaluation and Transition Plan and budgeted for
improvements; but do not have a system to track completion of ADA improvements; that RFP and bidding
specifications do not include insurance requirements or indemnity language, or limits do not match risk exposure
(especially on larger contracts). Other risks identified were handshake agreements allowing other public entities to
perform work on behalf of the city, or store equipment on city owned property and certificates of insurance are
mistakenly being accepted as additional insured endorsements. As a result, PARSAC is working with Robert
Marshburn on a series of videos on contractual risk transfer which will be added to PARSAC TV.
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PARSAC will be conducting regional workshops, webinars and risk specific forums over the next several months.
PARSAC, Rancho Cucamonga and Ferndale will host workshops on developing and implementing an effective
safety management program. In August, Citrus Heights will host a workshop on Law Enforcement Risk
Management presented by Dale Allen, an attorney specializing in law enforcement. Police Chiefs and leadership
teams are invited. For those who cannot attend, recorded presentations will be available on PARSAC TV.
In December, PARSAC Academy will feature a keynote presentation in the morning followed by three breakout
sessions with two presentations per session, increasing the presentations to seven to allow more topics to be
covered.
13. Introduction of PARSAC’s Completed Website

Received and Filed

PARSAC’s updated website was launched in January and an instructional website was sent out regarding the
message board. There has not been much utilization of the message board, which was anticipated to be a
highlight. Staff will continue to post questions on the message board to encourage use. The message board has
been upgraded to allow attachments.
PARSAC TV was recently created with the goal of providing informational risk management education and
resources specific to public entity operations to our members. Training and informational videos will allow
ongoing support and education to our members. A password protected dashboard limiting access to claims data
has also been added for each member entity. Member specific documents will be uploaded over the next several
months.
VI.

CLOSED SESSION
A. Conference with General Counsel - [Pursuant to Government Code § 54956.95]
General Counsel stated that pursuant to Government Code § 54956.95 the Board met in closed session. On the
claims of Nelson v. Citrus Heights, Jackson/Ainely v. South Lake Tahoe and Miller v Twentynine Palms, the
Board unanimously agreed to extend settlement authority in an attempt to settle these matters. There is no other
reportable action, but a written disposition of disputed claims is available at the PARSAC office.

VI.

GENERAL INFORMATION
None.

VII.

PUBLIC COMMENT ON ITEMS NOT ON AGENDA
None.

VIII.

DIRECTORS’ GENERAL COMMENTS/SUGGESTIONS FOR NEXT AGENDA
None.

IX.

ADJOURNMENT
Meeting adjourned at 1:44 p.m.

Respectfully submitted,

APPROVED: December 5, 2019

Carolyn Shreve
PARSAC Deputy Secretary

John Gillison, City of Rancho Cucamonga
PARSAC President

UNAPPROVED
PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
Workers’ Compensation Subcommittee Meeting
July 15, 2019
1525 Response Road, Suite 1, Sacramento, CA 95815
COMMITTEE MEMBERS PRESENT:
Chair:
Greg Franklin, City of Yucaipa
Vice Chair:
Ronda Rivera, City of Citrus Heights
Kim Szczurek, Town of Truckee
COMMITTEE MEMBERS ABSENT:
Debra Breidenbach-Sterling, Town of Yucca Valley
Carolyn Steffan, City of Tehama
PARSAC STAFF PRESENT:
Risk Manager:
Erike Young
Management Analyst:
Yahaira Martinez
Sr. Admin. Assist:
Carol Shreve

OTHERS PRESENT:
Jeff Johnston – York
Norman Peterson – Norman Peterson Association
Katherine Nelms – LWP

In compliance with Government Code §54953(c)(2), the following minutes indicate “unanimous” when all voting members listed above were accounted for and voted in favor of a
motion. If any member was absent during a vote, abstained, or voted against any motion, they are indicated as such by name.

The PARSAC Workers’ Compensation Subcommittee met on November 16, 2015 via teleconference to discuss, approve
or amend the following items:
I.

CALL MEETING TO ORDER
The meeting was called to order at 11:40 a.m. with a roll call attendance, quorum established.
Introductions were made.

II.

MODIFICATIONS OF AGENDA
None.

III.

PUBLIC COMMENTS
None.

IV.

REGULAR AGENDA
1. Return to Work Program – Vendor Presentations
a) York
b) Norman Peterson and Associates

Reviewed and Discussed

Erike Young stated it is cost effective to have employees return to work. Although PARSAC has Best Practices
Templates and other training for return to work programs, our risk assessments show there are lost opportunities.
Kimberly Wickert (appeared by phone) and Jeff Johnston presented York’s return to work/remain at work
program. Kimberly stated that medical costs have increased, and the average workers’ compensation case is now
approximately $23,000. Injured employees need to feel valued, and early and frequent communication with them
is critical.
York’s program contains six elements to retain valued, trained employees: 1) Make your own policies, don’t use a
cookie cutter policy; 2) clear roles, responsibilities and expectations; 3) organizational awareness and training; 4)
“stay at work” mentality; 5) strong communication with workers; and 6) ongoing support by York.
The member agency defines light or modified duties (tasks), identifying the physical demands of each of job and
creates a “wish list” of the tasks the agency would like to have completed. Having multiple departments and
employees suggest wish list items gives the agency a broader choice of tasks/duties to enable the injured
employee to return to work in a light or modified duty. When an injured employee is able to return to work the
costs and length of time off work decrease.
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York suggested that the member agency discuss “stay at work” during orientation and when benefits are renewed,
review the quick return to work process.
Yorks program pricing structures vary - there can be between a 20 – 40% return on investment. Pricing depends
on what is needed by PARSAC.
Norman Peterson presented his company’s return to work program. Norman Peterson & Associates developed
“bridge assignments” to assist injured workers in returning to work, sometimes in one day. His Optimum
Utilization of Resources (OUR) system is a proactive transitional work program which is cost effective,
streamlines communication between physician, employers and work comp personnel, and creates
accommodations for the injured workers. Return to work programs save money, increase productivity and help
employees heal quicker by being active, feeling valued, and being with coworkers. There are studies that show
that employees who return to work heal faster.
His team works with supervisors to obtain the information for the Bridge Assignment matrix by compiling
member’s “wish list” tasks, and physical demands for each duty. A Bridge Assessment is customized to the
member entity and covers any employee returning to work on light or modified duty. The completed Bridge
Assessment is given to the doctor for his approval. If the doctor does not sign off on the return to work matrix,
different Bridge Assignments will be created until it is approved by the doctor. The injured employee can perform
wish list tasks until they return to full duty. Thirty percent of injured employees will not return to work.
His program can be run by the member, by PARSAC staff, or by his company; and is simple to use. His bill rate is
$500 for the life of the claim. No administration or upfront fees. No first aid claims. No charge for denied files.
Not all members of the pool must use their service. All members should use a return to work program. If his
system does not save you money, he will cut you a check at the end of the year.
2.

Medical Provider Network (MPN)

Katherine Nelms and Amber Davis presented information regarding the LWP Premium and Platinum Medical
Provider Networks (MPN). The Platinum program includes Kaiser. The two LWP networks have been around for
approximately 8 years. There would be no cost to join either LWP program.
An MPN changes control of treatment from 30 days to the life of the claim. MPN’s must be approved by the State
to show adequate coverage for all specialties and geographic areas. They can be pool driven or member agencies
can elect to participate individually. Allows adjusters to determine treatment outside the MPN but does not cancel
MPN for the life of the claim.
Current employees can predesignate a personal physician anytime prior to injury, and if the physician agrees to
treat the work comp injury, the employee will be able to treat with their personal physician. If an employee is
treating with a non-MPN provider for an existing injury, the employee may be required to transfer care to a
provider within the MPN. If an MPN is in place, a new hire cannot designate a chiropractor or acupuncturist as a
primary care physician. The goal is to obtain the best treatment possible for the injured employer, whether it is in
or out of the MPN.
Emergency treatment is always treated as an emergency. If non-emergent, the injured employee must be seen by
an MPN provider, unless their primary care physician was predesignated. When an injury occurs, LWP will also
advise the injured employee that an MPN is in place and provide the documents, phone number and address for
the MPN. If an injured employee leaves the area, control of the MPN is lost as you no longer have the geographic
status.
It was requested that when this presentation is made to the EC/Board that benefits of the MPN be included.
The subcommittee directed staff to continue discussions with Norman Peterson & Associates for return to work
program. The cost is $500 per claim (which is directly charged to the claim file) with an estimated annual cost of
$70,000. The Subcommittee further directed staff to review minutes and determine why we chose not to go with
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MPN in 2005 and 2015. What are the major milestones in regulations, benefits, and present statistical data. Have
LWP update power point presentation and email to entire WC committee members.
V.

PUBLIC COMMENTS
[During this item on the Agenda, the public is invited to address issues of interest.]

VI.

GENERAL COMMENTS/SUGGESTIONS FOR NEXT AGENDA

VII. PUBLIC COMMENT ON ITEMS NOT ON AGENDA
None.
VIII. GENERAL COMMENTS/SUGGESTIONS FOR NEXT AGENDA
None.
IX.

ADJOURNMENT
The Subcommittee meeting was adjourned at 3:07 p.m.
Respectfully submitted,

APPROVED:

Carolyn Shreve
PARSAC Deputy Secretary

Greg Franklin, Chair
City of Yucaipa

UNAPPROVED
PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
Finance Subcommittee Meeting – Telephone Conference
October 28, 2019 – 10:00 a.m.
COMMITTEE MEMBERS PRESENT:
Chuck Dantuono, City of Highland
Noah Daniels, City of Rancho Cucamonga
Tori Hannah, City of Pacific Grove
Dave Warren, City of Placerville
ABSENT:
Greg Franklin, City of Yucaipa
PARSAC STAFF PRESENT:

OTHERS PRESENT:

Deputy General Manager:
Sr. Accountant:
Sr. Admin. Assist:
Management Analyst:

Sara Fraijo, Sampson, Sampson & Patterson
Max Leung, Sampson, Sampson & Patterson

Kin Ong
Tracey Smith-Reed
Carol Shreve
Yahaira Martinez

In compliance with Government Code §54953(c)(2), the following minutes indicate “unanimous” when all voting members listed above were accounted for and voted in favor of a
motion. If any member was absent during a vote, abstained, or voted against any motion, they are indicated as such by name.

The PARSAC Finance Subcommittee met telephonically to discuss, approve, or amend the following items.
CALL MEETING TO ORDER: DETERMINE QUORUM
The meeting was called to order at 10:04 a.m., a roll call was done to confirm a quorum.
There were no modifications to the agenda.
A. Annual Report/Audit
Presented by Sara Fraijo and Max Leung of Sampson, Sampson & Patterson

Approved, Recommended
Board Approve

PARSAC’s audit was conducted and prepared by Sampson, Sampson & Patterson, and Sara Fraijo presented the audit.
An annual independent financial audit is conducted to meet requirements of the Government Code and PARSAC’s
governing documents.
The 2018/19 financial audit was issued with an unqualified opinion, indicating the financial statements fairly
represented the financial position of PARSAC and conformed to generally accepted accounting principles. Some
highlights are listed below:
√
√
√
√
√
√
√
√
√
√

PARSAC returned equity to its members in the amount of $2.5 million, consisting of $1 million in
Retrospective Premium Adjustment (RPA) dividends to the Workers’ Compensation Program;
undesignated equity of $1.3 million to the Liability and $200.000 to the Workers’ Compensation Programs;
The Liability Program’s net position decreased $1.3 million to $12.4 million due to a return of equity and
adverse claims development.
The Workers’ Compensation net position increased $1.2 million due to favorable claims development.
Investment income of $2 million was allocated between the Liability and Workers’ Compensation
Programs at 42% and 58% respectively. All interest earnings were reinvested during the year.
PARSAC’s total expenses increased $2.0 million or 14% with program related costs accounting for 13%,
while all other costs increased a total of 1%.
Claims expense increased $1.3 million due to changes in actuarial projections. Both the Liability and
Workers’ Compensation Program’s ultimate losses for the current year remained stable.
Liability excess and property group purchase insurance increased $621,000 due to increases in member
payroll/insured values, losses, and market costs. The increase was offset by a reduction in premium for
excess workers’ compensation insurance of $277,000 from the rate stabilization fund.
Overall net position decreased $164,000.
Total expenses were under budget.
The year concluded with overall funding above the 90% confidence level

A motion was made to recommend the Board approve the 2018/19 Audit. [M/S/C: Dantuono/Warren/Unanimous.]
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B. Disposition of Excess Dividend

Provided Recommendation to
Executive Committee

PARSAC received an ERMA dividend of $506,517. During the August 29, 2019 Executive Committee Meeting, it was
recommended that $375,000 be allocated to the Liability Rate Stabilization Fund and that the Finance Subcommittee
make an allocation recommendation regarding the remaining $131,517.
The Finance Subcommittee met on October 28, 2019 and discussed the options below:
• Return of funds to all members (including withdrawn members);
• Allocate funds to the EPL and/or Liability Rate Stabilization Fund;
• Allocate funds toward risk management training;
• Allocate funds to grant programs; or
• Allocate funds to the EPL Expansion Fund which is currently $360,000.
A motion was made recommending the $131,517 balance of the ERMA dividend be allocated to the EPL rate
stabilization fund. [M/S/C: Warren/Hannah/Unanimous.]
There were no public comments, and the meeting was adjourned at 10:45 a.m.
Respectfully submitted,

APPROVED: December 5, 2019

Carolyn Shreve
PARSAC Deputy Secretary

Chuck Dantuono, City of Highland
Chairman

December 5, 2019
Board of Directors Meeting

FINANCIAL STATEMENTS – QUARTER ENDED SEPTEMBER 30, 2019
SUMMARY: The financial statements for the quarter ending September 30, 2019 reflect
total assets of $62.5 million. PARSAC ended the quarter with a net loss and decrease in
net assets of $251,000 for total equity of $25.2 million. The Liability Program ended the
quarter with a net loss of $422,000 due to higher than anticipated claim payouts in the
first quarter. The Workers’ Compensation Program saw net income of $179,000. The
remaining $8,000 loss was attributed to expenses allocated to the building fund.
Investment interest income is up $78,000 from the same period last year and investment
market values have continued to remain strong throughout the fiscal year. Interest
earnings of $293,000 when combined with market value gains of $126,000 end the
quarter with portfolio earnings of $419,000.
RECOMMENDATION: Approve the financial statements for the quarter ended
September 30, 2019.
DISCUSSION: PARSAC ended the quarter with a net loss of $251,000 with total equity
of $25.2 million. PARSAC’s total assets of $62.5 million are offset by $37.3 million in
liabilities with the remaining equity allocated between programs. Overall PARSAC’s
expenses were at expected budgeted amounts. Risk management has funds set aside in
designated equity to pay for the LCW Consortium and EPL grant fund expenses which
will offset $28,000 of the current quarter liability loss. The Liability Program ended the
quarter with a net loss of $422,000 due to higher than projected claims activity causing
equity to decrease to $12 million. The Worker’s Compensation Program ended the
quarter with net income of $179,000 attributed to the allocation of investment income
with ending equity of $12.3 million. The remaining $8,000 loss was due to building fund
expenses. The remaining $900,000 in equity is a combination of property and bond
program equity and building fund equity. Interest earnings of $293,000 when combined
with market value gains of $126,000 end the quarter with portfolio earnings of $419,000.
Investment Earnings - PFM Asset Management actively manages the portfolio totaling
$38.1 million. The returns shown in the table below are PFM’s yield values for the last
year. LAIF’s posted quarterly returns of 2.45%. All investment earnings are reinvested
and allocated between the Liability and Workers’ compensation Program.
Sep 2018

Dec 2018

2.93%

2.68%

2.04%

2.24%

Mar 2019
Yield at Market Value

2.41%

Yield at Cost

2.45%

Jun 2019

Sep 2019

2.41%

1.8%

2.45%

2.41%

FISCAL IMPLICATIONS: A decrease in net position of $251,000 for the quarter
ended September 30, 2019.
ATTACHMENT: Financial Report for the Quarter Ended September 30, 2019.
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FINANCIAL REPORT
For the Quarter and Year to Date Ended
September 30, 2019

PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
STATEMENT OF NET POSITION
September 30, 2019
ASSETS

Workers
Comp

Liability
Cash
LAIF
Savings Account
General Account
Claim Trust Accounts
Petty Cash

$

Total Cash
Accounts Receivable
Excess Insurance Receivable
Interest Receivable
Prepaid Expenses
Investments
Property and Equipment
Building & Land less accum depr
Office Equipment/Furniture less accum depr
Net Property and Equipment

$

4,485,024
4,163,828
791,467
109,416
41

$

Building

36,751
-

$ 139,834
-

Total
$

4,705,608
8,007,362
1,522,051
192,137
78

4,700,876

9,549,775

36,751

139,834

14,427,236

282,089

647,699

97,280

-

1,027,068

2,067,483
112,328
2,254,922
18,300,880

20,244
121,689
963,930
19,825,954

1,872,708
-

-

2,087,727
234,017
5,091,560
38,126,834

-

-

-

664,179
-

664,179
-

-

-

-

664,179

664,179

409,764

409,764

-

-

819,528

$ 28,128,342

$ 31,539,055

$

2,006,739

$ 804,013

$ 62,478,149

$

461
1,375
3,353
1,914,874

$

$

Deferred Outflows of Resources - Pension & OPEB
TOTAL ASSETS

43,999
3,843,534
730,584
82,721
37

Property /
Bond

LIABILITIES & NET POSITION
Liablities
Current Liabilities
Accounts Payable
Payroll Liabilities
Reserve for Capital Replacement
Accrued Vacation Payable
Dividneds Payable
Unearned Contributions
Total Current Liabilities

$

4,615
13,749
33,533
654,406
5,060,084
5,766,387

$

255,057
12,374
30,180
797,782
4,567,289

-

260,133
27,498
67,066
1,452,188
11,542,247

5,662,682

1,920,063

-

13,349,132

11,377

10,240

1,138

-

22,755

-

340,654

-

-

340,654

5,823,500

4,700,491

-

-

10,523,991

Incurred But Not Reported Reserve (IBNR)
IBNR above expected CL

2,973,389
222,791

6,589,005
136,029

-

-

9,562,394
358,820

Unallocated Loss Reserve ULAE

1,091,408

1,543,752

-

-

2,635,160

Long Term Liabilities
Committee Training Stipend Payable
Excess Premium Assessment
Claim Reserves - At Expected
Reserves for Reported Claims

Total Long Term Liabilities

10,122,465

13,320,171

1,138

-

23,443,774

Total Liabilities

15,888,852

18,982,853

1,921,201

-

36,792,906

167,000

167,001

-

-

334,001

78,784

78,784

-

-

157,568

1,233,306

Net Pension Liability
Deferred Inflows of Resources - OPEB
Net Position
Contributed Capital

-

-

-

Unrestricted

7,141,906

11,213,813

84,564

Designated Funds - detail on Page 2

5,274,285

917,674

-

178,930

974

11,993,706

12,310,417

85,538

804,013

25,193,674

$ 28,128,342

$ 31,539,055

2,006,739

$ 804,013

$ 62,478,149

Net Income
Total Net Postion
TOTAL LIABILITIES & NET POSITION

(422,485)

$

(420,683)
(8,610)

1,233,306
18,019,600
6,191,959
(251,191)
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PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
STATEMENT OF NET POSITION
September 30, 2019

SCHEDULE OF DESIGNATED EQUITY
Workers
Comp
Liability

Property/
Bond

Building

Total

Designated Funds
Designated for Cap Replacement

133,016

133,016

-

-

266,032

Designated for Safety Grant Program

177,854

-

-

-

177,854

Designated for EPL Grant Program

693,319

-

-

-

693,319

60,000

40,000

-

-

100,000

453,669

-

-

-

453,669

60,000

40,000

-

-

100,000

Designated Expanded Coverage ADA / Inverse

815,000

-

-

-

815,000

Designated EPL Coverage Expansion

360,184

-

-

-

360,184

Designated Litigation Manager

100,000

-

-

-

100,000

54,000

-

-

-

Designated for Contingency
Designated for Pension/OPEB Liability
Designated for Errors and Omission

Designated Risk Management Training

54,000

Designated Risk Management Consulting

100,000

Designated ERMA Dividend Unallocated

506,517

Designated Div- Held for Withdrawn Members

458,234

-

-

-

458,234

Designated for Rate Stabilization

549,994

704,658

-

-

1,254,652

Designated for EPL Rate Stabilization

499,998

-

-

-

499,998

Designated for Liebert Cassidy Program

252,500

-

-

-

252,500

Total Designated Funds

$

5,274,285

100,000
506,517

$

917,674

$

-

$

-

$

6,191,959
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PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
CONSOLIDATED
STATEMENT OF REVENUE AND EXPENSE
For the Quarter Ended and Year-to-Date Ended
September 30, 2019
Quarter Ended

Year to Date

Annual Budget

Budget v
Actual

7/1/19 - 9/30/19

7/1/19 - 9/30/19

2019/20

% Budget

$ 16,185,686

25%

Income
Member Contributions

$

Rate Stabilization Credit
Special Events Credit
Other Income
Total Income

3,982,697

$

3,982,697

(94,500)

(94,500)

(378,000)

25%

(5,125)

(5,125)

(21,500)

24%

125

125

-

3,883,197

3,883,197

15,786,186

25%

Expense
WC Self Insurance Fees

-

-

150,000

0%

Excess Insurance

1,664,209

1,664,209

6,952,381

24%

Claims Expense

2,263,735

2,263,735

6,448,097

35%

Claims Administration

202,294

202,294

812,740

25%

Payroll and Benefits

219,758

219,758

867,295

25%

31,069

31,069

189,092

16%

115,986

115,986

388,631

30%

32,708

32,708

168,450

19%

4,491

4,491

29,000

15%

10,785

10,785

95,000

11%

8,610

8,610

67,750

13%

Consultants
Risk Management
General and Administrative
Staff Travel and Training
Board Expenses
Building Maintenance
Capital Expenditures

-

-

35,000

0%

Contingency Expense

-

-

50,000

0%

4,553,645

4,553,645

16,253,436

28%

Total Operating Expense
Operating Net Income (Loss)

$

(670,448)

$

(670,448)

$

(467,250)

Non-Operating Income (Expense)
Investment Income

419,257

Total Non-Operating Income (Expense)
Net Income (Loss)

419,257

419,257
$

(251,191)

886,000

419,257
$

(251,191)

47%

886,000
$

418,750
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PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
LIABILITY PROGRAM
STATEMENT OF REVENUE AND EXPENSE
For the Quarter Ended and Year-to-Date Ended September 30, 2019

Quarter Ended

Year to Date

Annual
Budget

Budget v
Actual

7/1/19 - 9/30/19

7/1/19 - 9/30/19

2019/20

% Budget

Income
Member Contributions

$

Rate Stabilization Credit
Special Events Credit
Payroll Adjustment Prior Year
Other Income
Total Income

1,735,569

$

1,735,569

$

6,823,028

25%

(43,750)

(43,750)

(175,000)

25%

(5,125)

(5,125)

(21,500)

24%

-

-

-

125

125

-

1,686,819

1,686,819

6,626,528

25%

725,177

725,177

2,746,973

26%

1,244,620

1,244,620

2,741,259

45%

91,449

91,449

376,860

24%

109,879

109,879

433,650

25%

10,361

10,361

94,023

11%
34%

Expense
Excess Insurance
Claims Expense
Claims Administration
Payroll and Benefits
Consultants
Risk Management

79,971

79,971

237,288

General and Administrative

16,355

16,355

84,225

19%

Staff Travel and Training

2,245

2,245

14,500

15%

Board Expenses

5,335

5,335

47,500

11%

Capital Expenditures

-

-

19,250

0%

Contingency Expense

-

-

27,500

0%

2,285,392

2,285,392

6,823,028

33%

Total Operating Expense
Operating Net Income (Loss)

$

(598,573)

$

(598,573)

$

(196,500)

Non-Operating Income (Expense)
Dividend Declared

-

-

-

Excess Insurance Dividend Received

-

-

-

Dividends Allocated to Pension Trust Fund
Investment Income
Total Non-Operating Income (Expense)
Net Income (Loss)

-

-

-

176,088

176,088

425,280

176,088
$

(422,485)

176,088
$

(422,485)

41%

425,280
$

228,780
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PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
WORKERS' COMPENSATION PROGRAM
STATEMENT OF REVENUE AND EXPENSE
For the Quarter Ended and Year-to-Date Ended September 30, 2019

Quarter Ended

Year to Date

Annual
Budget

Budget v
Actual

7/1/19 - 9/30/19

7/1/19 - 9/30/19

2019/20

% Budget

Income
Member Contributions

$

Rate Stabilization Credit

1,608,836

$

(50,750)

Total Income

1,608,836

$

(50,750)

1,558,086

6,392,356
(203,000)

1,558,086

6,189,356

25%
25%
25%

Expense
WC Self Insurance Fees
Excess Insurance
Claims Expense
Claims Administration

-

-

150,000

0%

315,447

315,447

1,296,508

24%

1,019,115

1,019,115

3,706,838

27%

110,845

110,845

435,880

25%

Payroll and Benefits

98,891

98,891

390,282

25%

Consultants

20,357

20,357

91,655

22%

Risk Management

36,015

36,015

151,343

24%

General and Administrative

14,718

14,718

75,800

19%

Staff Travel and Training

2,021

2,021

13,050

15%

Board Expenses

4,916

4,916

42,750

11%

-

-

15,750
22,500

0%
0%

1,622,325

1,622,325

6,392,356

25%

Capital Expenditures
Contingency Expense
Total Operating Expense
Operating Net Income (Loss)

$

(64,239)

$

(64,239)

$

(203,000)

Non-Operating Income (Expense)
Dividend Declared
Investment Income
Total Non-Operating Income (Expense)
Net Income (Loss)

$

-

-

-

243,169

243,169

460,720

243,169

243,169

460,720

178,930

$

178,930

$

53%

257,720
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PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
PROPERTY PROGRAM
STATEMENT OF REVENUE AND EXPENSE
For the Quarter Ended and Year-to-Date Ended September 30, 2019

Quarter Ended

Year to Date

Annual
Budget

Budget v
Actual

7/1/19 - 9/30/19

7/1/19 - 9/30/19

2019/20

% Budget

Income
Member Contributions

$

Total Income

2,892,302

21%

620,303

620,303

2,892,302

21%

605,596

605,596

2,830,900

21%

10,988

10,988

43,363

25%

351

351

3,414

10%

1,635

1,635

8,425

19%

620,303

$

620,303

$

Expense
Excess Insurance
Payroll and Benefits
Consultants
General and Administrative
Staff Travel and Training

225

225

1,450

16%

Board Expenses

534

534

4,750

11%

619,329

619,329

2,892,302

21%

Total Operating Expense
Operating Net Income (Loss)

$

974

$

974

$

-
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PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
CRIME BOND PROGRAM
STATEMENT OF REVENUE AND EXPENSE
For the Quarter Ended and Year-to-Date Ended September 30, 2019

Quarter Ended

Year to Date

Annual
Budget

Budget v
Actual

7/1/19 - 9/30/19

7/1/19 - 9/30/19

2019/20

% Budget

Income
Member Contributions

$

Total Income

17,989

78,000

23%

17,989

$

17,989

17,989

$

78,000

23%

17,989

17,989

78,000

23%

17,989

17,989

78,000

23%

Expense
Excess Insurance
Total Operating Expense
Operating Net Income (Loss)

$

-

$

-

$

-

7

PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
BUILDING FUND
STATEMENT OF REVENUE AND EXPENSE
For the Quarter Ended and Year-to-Date Ended September 30, 2019

Quarter Ended

Year to Date

Annual
Budget

Budget v
Actual

7/1/19 - 9/30/19

7/1/19 - 9/30/19

2019/20

% Budget

Operating Expense
Utilities

3,222

3,222

14,265

23%

Janitorial Service

1,900

1,900

8,000

24%

Landscaping Service

1,088

1,088

8,500

13%

Pest Control

116

116

660

18%

Security/Alarm

135

135

575

23%

-

-

11,000

0%

2,234

2,234

2,500

89%

Property Taxes
Insurance - Property (Office)
Building Repairs
Total Operating Expense

1,603

1,603

15,000

11%

10,298

10,298

60,500

17%

-

-

35,000

0%
0%

Other Expense

-

Capital Replacement Fund Expense
Depreciation

Faciility Expense - Allocated to Programs
Operating Net Income (Loss)

$

6,922

6,922

40,000

6,922

6,922

75,000

(8,610)

(8,610)

(67,750)

(8,610)

$

(8,610)

$

(67,750)
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Market Update

For the Quarter Ended September 30, 2019

QUARTERLY MARKET SUMMARY
SUMMARY

• In the third quarter, U.S. economic conditions were characterized by: (1) slowing
projected growth; (2) a low unemployment rate with moderating wage gains; (3) two
Fed rate cuts; (4) growing risks to the economic outlook, including escalating trade
conflicts, further weakening in manufacturing, and deteriorating business confidence
and investment; (5) worsening conditions abroad, including a messy Brexit and
geopolitical conflicts with Iran/Saudi Arabia, Syria/Turkey and Ukraine/Russia, and; (6)
U.S. presidential impeachment proceedings that created a new political wildcard.
• Bond yields fell modestly during the quarter, continuing the year-long trend. For the
year, yields are down nearly 1% across the intermediate and longer-term portions of
the yield curve, while shorter-term yields generally tracked the Fed’s two rate cuts.
Somewhat counterintuitively, despite growing uncertainty on a number of fronts, U.S.
equity markets continued to rally. The S&P 500 index returned 1.7% for Q3.

Fixed Income Management

I N T E R E S T R AT E S

• U.S. Treasury yields across the curve continued their descent, falling for the fourth
consecutive quarter. The yields on the majority of U.S. Treasury maturities ended the
quarter near two-year lows. At quarter-end, the yield on a 3-month Treasury bill was
1.81%, the 2-year note was 1.62%, the 10-year note was 1.67%, and the 30-year
Treasury ended Q3 at 2.11% after briefly falling below 2% for the first time ever.
• The yield curve neared the greatest level of inversion over the past 15 years in late
August, as the spread between the 3-month and 10-year Treasuries reached -50 basis
points (-0.50%), although it finished the quarter at -14 basis points. In response to backto-back rate cuts at the July and September FOMC meetings, short-term yields fell,
which decreased the severity of the inversion by the end of September.

• As the long-end of the yield curve declined more significantly than any other key rates
during the quarter, longer-duration portfolios benefited the most. For example, the
• While a recession in the U.S. does not appear imminent, forecasts for economic growth
3-month Treasury bill index generated 0.56% of total return for the quarter, while 10continue to be pared. The global growth forecast for 2019 from the Organisation for
year and 30-year Treasuries returned 3.18% and 9.20%, respectively. As a result of the
Economic Co-operation and Development was revised down from 3.2% to 2.9%, which
significant decline in rates, 12-month trailing Treasury benchmarks have posted their
would mark the slowest pace in over 10 years.
strongest total returns in nearly twenty years.
• The Federal Open Market Committee cut the overnight fed funds target rate twice
during the quarter – in July and again in September – to the new range of 1.75% to
2.00%. The July rate cut marked the first rate reduction since December 2008. While
both cuts were well-telegraphed and characterized as “mid-cycle policy adjustments,”
the committee is divided on future policy action. With that said, the factors supporting
the recent rate cuts remain in place, such as the weaker global growth outlook, Brexit,
trade policy tensions, and lower business investment and exports.

ECONOMIC SNAPSHOT

• U.S. GDP grew 2.0% in Q2, a moderate figure expected by economist estimates, but
well short of the 3.1% growth in Q1. Growth in Q2 was driven by consumer spending,
accounting for 3% of the quarterly growth figure, the strongest consumption growth
since 2017. Fixed investment, private inventories, and lower exports all detracted from
the headline GDP. Forecasts for Q3 are generally in the 1.5% to 2.0% range.

SECTOR PERFORMANCE

• Absolute fixed income returns were strong across the board. Diversification was a
mixed bag for performance. Credit sectors boosted portfolio returns as credit markets
shrugged off weaker growth prospects, resulting in tighter spreads. On the flip side,
municipal debt generally underperformed as lower yields inspired a flurry of new
issuance and refinancing activity that caused spreads to widen in the sector.
• Federal agency and supranational allocations generated slightly positive excess returns
for the quarter even though spreads remained near all-time tights across the curve.
Continuing the trend over the past several quarters, callable securities underperformed
as declining yields drove increased redemption activity.
• The investment-grade corporate sector continued to be one of the best performing fixed
income sectors for Q3 and YTD. Positive earnings, stable fundamentals, and easier
monetary policy outweighed trade tensions and geopolitical risks during Q3. Despite
one of the highest issuance months on record in September, investor demand remained
strong, absorbing the new deals and resulting in spreads grinding back near YTD lows.

• The U.S. labor market remained positive, although it may be showing signs of losing
momentum. For example, average monthly job growth for Q3 was 157,000, well short
of the 223,000 average of monthly gains in 2018. Nevertheless, the unemployment rate • AAA-rated asset backed securities were slightly additive to performance, despite
ticked lower to 3.5%, marking the lowest jobless figure in over 50 years.
modestly wider spreads. The incremental income offset the adverse effect of wider
• Inflation remains tame, but core measures have gradually drifted higher as of late. Yearspreads and buoyed excess returns.
over-year growth in the core Consumer Price Index (CPI) reached 2.4%, while the Fed’s • Mortgage-Backed Securities (MBS) generated modest positive excess returns,
preferred inflation gauge, the core Personal Consumption Expenditure price index, rose
although relative performance belied the volatility during Q3 and was dependent on
to 1.8%, just a bit below the Fed’s 2% target.
collateral term and coupon structure. The decline in longer-term Treasury yields –
• U.S. manufacturing activity continued to decelerate. The ISM Manufacturing PMI survey
fell to 47.8, the lowest level since 2009, an indication that the manufacturing part of the
economy may be slipping into recession. Uncertainty caused by the ongoing trade war
with China contributed to this slowdown.

PFM Asset Management LLC

which translates to increased refinancings and shorter MBS durations – weighed on
the sector. Higher coupon 30-year MBS were great performers, but 15-year collateral
pools posted negative excess returns. Agency-backed commercial mortgage-backed
securities have been a top-of-class performer for much of 2019, as these structures are
generally less sensitive to interest rate volatility and ultimately, prepayment risks.
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For the Quarter Ended September 30, 2019

QUARTERLY MARKET SUMMARY

Fixed Income Management

Economic Snapshot
Latest

Labor Market
Unemployment Rate

Sep '19

3.5%

Jun '19

Sep '18

3.7%

3.7%

Unemployment Rate (left) vs. Change in NonFarm Payrolls (right)

6%

Change In Non-Farm Payrolls

Sep '19

136,000

178,000

108,000

Average Hourly Earnings (YoY)

Sep '19

2.9%

3.2%

3.0%

Personal Income (YoY)

Aug '19

4.6%

4.9%

5.4%

Initial Jobless Claims (week)

10/12/19

214,000

222,000

218,000

Real GDP (QoQ SAAR)

2019Q2

2.0%

3.1%

GDP Personal Consumption (QoQ SAAR)

2019Q2

4.6%

1.1%

4.0%

Retail Sales (YoY)

Sep '19

4.1%

3.3%

3.9%

ISM Manufacturing Survey (month)

Sep '19

47.8

51.7

59.5

Existing Home Sales SAAR (month)

Aug '19

5.49 mil.

5.29 mil.

5.18 mil.

Aug '19

1.4%

1.4%

2.0%

Change In Non-Farm Payrolls

Unemployment Rate
450K

5%

300K

4%

150K

3%
Sep '16

Mar '17

Sep '17

Mar '18

Sep '18

Mar '19

0
Sep '19

Growth
1
1

3.5%

2

Real GDP (QoQ)

4%
2

2%

0%

Jun '16

Dec '16

Jun '17

Dec '17

Jun '18

Dec '18

Jun '19

Inflation / Prices
Personal Consumption Expenditures (YoY)
Consumer Price Index (YoY)

Sep '19

1.7%

1.6%

2.3%

Consumer Price Index Core (YoY)

Sep '19

2.4%

2.1%

2.2%

Crude Oil Futures (WTI, per barrel)

Sep 30

$54.07

$58.47

$73.25

Gold Futures (oz.)

Sep 30

$1,466

$1,414

$1,192

Consumer Price Index
CPI (YoY)

4%

Core CPI (YoY)

3%
2%
1%
0%
Sep '16

Mar '17

Sep '17

Mar '18

Sep '18

Mar '19

Sep '19

1. Data as of First Quarter 2019.
2. Data as of Second Quarter 2018.
Note: YoY = year-over-year, QoQ = quarter-over-quarter, SAAR = seasonally adjusted annual rate, WTI = West Texas Intermediate crude oil.
Source: Bloomberg.
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For the Quarter Ended September 30, 2019

QUARTERLY MARKET SUMMARY

Fixed Income Management

Interest Rate Overview
U.S. Treasury Note Yields

U.S. Treasury Yield Curve
4%

3.5%
3.0%

3%

2.0%

Yield

Yield

2.5%

1.5%

2%
1%

1.0%

Maturity

9/30/19
September 30, 2019

10-Year

U.S. Treasury Yields
Sep '18

Change over

September 30, 2018

2.09%

(0.27%)

2.20%

(0.38%)

1-Year

1.76%

1.93%

(0.17%)

2.57%

(0.81%)

2-Year

1.62%

1.76%

(0.14%)

2.82%

(1.20%)

5-Year

1.55%

1.77%

(0.22%)

2.95%

(1.40%)

10-Year

1.67%

2.01%

(0.34%)

3.06%

(1.39%)

30-Year

2.11%

2.53%

(0.42%)

3.21%

(1.10%)

3%
2%
1%
0%

U.S. Treasury

Maturity
Federal Agency

30-yr

1.82%

25-yr

3-Month

4%

Year

10-yr

Jun '19

7-yr
0
5-yr

Sep '19

3-yr
2-yr
1-yr

Maturity

Quarter

June 30, 2019

Yield Curves as of 9/30/19

Yield

Change over

30-yr

5-Year

6/30/19

10-yr

2-Year

3/31/19

7-yr

12/31/18

5-yr

0.0%
9/30/18

3-yr
2-yr
1-yr
3-mo

0%

0.5%

Corporates, A Rated

Source: Bloomberg.
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For the Quarter Ended September 30, 2019

QUARTERLY MARKET SUMMARY

Fixed Income Management

ICE BofAML Index Returns
As of 9/30/19

September 30, 2019

Returns for Periods ended 9/30/19

Duration

Yield

3 Month

1 Year

3 Years

U.S. Treasury

1.88

1.68%

0.58%

4.36%

1.52%

Federal Agency

1.52

1.71%

0.62%

4.19%

1.66%

U.S. Corporates, A-AAA rated

1.84

2.11%

0.93%

5.11%

2.39%

Agency MBS (0 to 3 years)

3.20

2.45%

1.41%

7.58%

2.48%

Taxable Municipals

1.77

1.95%

0.95%

5.13%

2.69%

U.S. Treasury

2.62

1.64%

0.75%

5.62%

1.62%

Federal Agency

1.97

1.67%

0.72%

4.77%

1.70%

U.S. Corporates, A-AAA rated

2.61

2.16%

1.11%

6.53%

2.62%

Agency MBS (0 to 5 years)

1.79

2.33%

1.32%

6.83%

1.95%

Taxable Municipals

2.22

2.22%

1.14%

5.71%

2.66%

1-3 Year Indices

1-5 Year Indices

Master Indices (Maturities 1 Year or Greater)
U.S. Treasury

6.85

1.73%

2.51%

10.75%

2.30%

Federal Agency

4.18

1.78%

1.74%

8.07%

2.43%

U.S. Corporates, A-AAA rated

7.70

2.63%

2.97%

12.62%

4.03%

Agency MBS (0 to 30 years)

3.08

2.51%

1.44%

7.98%

2.38%

11.11

3.00%

4.70%

17.37%

5.74%

Taxable Municipals

Returns for periods greater than one year are annualized.
Source: ICE BofAML Indices.
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For the Quarter Ended September 30, 2019

QUARTERLY MARKET SUMMARY
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DISCLOSURES
PFM is the marketing name for a group of affiliated companies providing a range of services. All services are provided through separate agreements with each company.
This material is for general information purposes only and is not intended to provide specific advice or a specific recommendation.
Investment advisory services are provided by PFM Asset Management LLC, which is registered with the Securities and Exchange Commission under the Investment
Advisers Act of 1940. The information contained is not an offer to purchase or sell any securities. Additional applicable regulatory information is available upon request.
For more information regarding PFM’s services or entities, please visit www.pfm.com.
The views expressed within this material constitute the perspective and judgment of PFM Asset Management LLC at the time of distribution and are subject to change.
Information is obtained from sources generally believed to be reliable and available to the public; however, PFM Asset Management LLC cannot guarantee its accuracy,
completeness, or suitability. This material is for general information purposes only and is not intended to provide specific advice or recommendation. The information
contained in this report is not an offer to purchase or sell any securities.
© 2019 PFM Asset Management LLC. Further distribution is not permitted without prior written consent.

PFM Asset Management LLC

5

Investment Performance Review

For the Quarter Ended September 30, 2019

PARSAC

Portfolio Review

Portfolio Recap


Our strategy throughout the quarter included the following elements:
•

We continued to maintain portfolio durations in line with benchmarks, as we have since the beginning of the year, because
of growing certainty that the Fed would cut rates, perhaps multiple times. Maintaining durations—despite the inverted yield
curve—was just as vital as in previous quarters as the continued drop in yields drove strong fixed income returns. In fact,
longer-duration strategies outperformed shorter ones for the fourth quarter in a row.

•

Our sector allocation strategy continued to favor broad diversification, including the widest range of permitted investments.
Our weighting to corporates and asset-backed securities (ABS) generally offset the negative relative performance of
agency MBS for the quarter.

•

Yield spreads for the federal agency and supranational sectors remained unattractive relative to comparable treasuries,
even new issue concessions were less attractive than in prior quarters. While limited supply is partly to blame, insatiable
market demand has essentially capped any upside. As a result, we continued to prefer Treasuries over agencies and
supranationals, and avoided callable agencies, due to significant early redemptions.

•

Corporate bonds rallied, pushing yield spreads back to near 12-month lows during the quarter as a more accommodative
Fed and a temporary lull in the trade war offensive mitigated some of the imminent risk to the economy. As a result,
investment-grade (IG) corporates generated attractive excess returns for the third quarter, with lower quality issuers
outperforming higher quality ones. A bevy of new-issue corporates in September provided many opportunities, albeit at
somewhat modest yield spreads. Our strategy in the third quarter was to maintain corporate allocations, make purchases a
bit farther out on the yield curve within the sector, and selectively take advantage of new issues. Our focus remained on
those issuers with lower leverage and less relative exposure to international trade risks.

•

Throughout the quarter, ABS spreads hovered near 10-year lows. While new-issue ABS remained the best entry point for
further allocations, purchases were limited by poor bids on shorter ABS holdings.

•

After narrowing in the first half of 2019, yield spreads on negotiable bank CDs gradually increased from multi-year lows.
Short-term credit sectors once again offered favorable incremental yield opportunities for ultra-short-term investors.

PFM Asset Management LLC
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For the Quarter Ended September 30, 2019

PARSAC

Outlook

Investment Strategy Outlook


Our strategy as we enter the final quarter of 2019 is to maintain a well-diversified portfolio as we seek to balance portfolio earnings
potential with profit-taking in sectors that appear overly expensive. Issue selection has become increasingly important, regardless
of sector, as market cross-currents have created both risks and opportunities.



Our outlook for the major investment-grade fixed income sectors is as follows:
•

Federal agency yield spreads remain very tight. In some cases, agencies offer yields less than those on Treasuries of
similar maturity. The U.S. Treasury Department also released an updated housing reform plan that seeks to reduce the role
of the Federal Government, but implementation faces many political and practical difficulties. We continue to favor further
reductions in agency holdings because their upside is limited.

•

Supranational yield spreads remain at multi-year lows, and we plan to further reduce allocations.

•

In the investment-grade (IG) corporate sector, we remain cautiously optimistic. Stable fundamentals, positive earnings
growth, and a resilient equity market support the underlying stability of the credit markets; however, in addition to the
myriad of geopolitical issues that have yet to be resolved, increased balance sheet leverage translates into somewhat
elevated financial risks, especially in light of the narrow spreads currently available. As a result, we plan to reduce “rich”
corporate holdings while creating room for new corporate opportunities as they become available.

•

ABS spreads are near multi-year lows, but underlying fundamentals remain firm. We plan to maintain ABS positions near
current levels while seeking to opportunistically reduce allocations to structures inside of one year.

•

Increasing new home supply and accelerating prepayments are expected to weigh on the MBS sector over the near term.
While spreads snapped back modestly near quarter-end, relative value in the sector is now attractive. Our preference is for
structures that are less sensitive to interest rate movements—in particular, commercial MBS (CMBS) and well-seasoned
mortgage pools that have less prepayment variability.

•

On the heels of two Fed rate cuts in the third quarter, money market investors may see further rate adjustments in the
coming months. Short-term credit spreads have widened recently, creating investment opportunities that offset some of the
Fed’s lower overnight target rate.

PFM Asset Management LLC
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For the Quarter Ended September 30, 2019

PARSAC

Portfolio Compliance

Sector Allocation & Compliance
 The portfolio is in compliance with the PARSAC’s Investment Policy and California Government Code.

% of
Portfolio

Permitted by
Policy

In Compliance

$17,879,460

41.7%

100%



$2,149,095

5.0%

100%



$509,770

1.2%

20%



Supranationals

$1,874,251

4.4%

30%



Negotiable CDs

$1,898,881

4.4%

20%



Corporate Notes

$9,205,276

21.5%

30%



Asset-Backed Securities

$4,214,136

9.8%

20%



$37,730,869

88.1%

Security Type
U.S. Treasury
Federal Agency
Federal Agency CMOs

Securities Sub-Total

Market Value

Accrued Interest

$205,065

Securities Total

$37,935,934

Money Market Fund
LAIF
Total Investments

$395,965

0.9%

10%

$4,705,608

11.0%

$65 Million

$43,037,507

100.0%



Market values, excluding accrued interest. Detail may not add to total due to rounding. Current investment policy as of May 2019.

PFM Asset Management LLC
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For the Quarter Ended September 30, 2019

PARSAC

Portfolio Snapshot
Sector Allocation

Credit Quality (S&P Ratings)**

Portfolio Statistics
As of September 30, 2019

Par Value:

$37,399,930

Total Market Value:

$38,331,899

Security Market Value:
Accrued Interest:
Cash:
Amortized Cost:

A5.3%
A+
6.3%
AA
1.0%
AA2.2%

Asset-Backed
11.2%
Certificate
of Deposit
5.0%

U.S.
Treasury
47.3%

Corporate
24.4%
Federal
Agency/CMO
1.4%
Federal
Agency/GSE
5.7%

$37,730,869
$205,065
$395,965
$37,145,841

Yield at Market:

1.80%

Yield at Cost:

2.41%

Effective Duration:

2.51 Years

Duration to Worst:

2.53 Years

Average Maturity:

2.86 Years

Average Credit: *

A
10.4%

Not Rated
1.4%
BBB+
2.4%
AAA
15.7%

Supra-Sov /
Supra-Natl
Agency
5.0%

AA+
55.2%

Maturity Distribution

44.6%

45%
40%
AA

35%
30%
25%

23.3%

20%
15.0%

15%

12.0%

10%
5%

5.1%
0.0%

0%
0 - 1 Year

1 - 2 Years

2 - 3 Years

3 - 4 Years

4 - 5 Years

> 5 Years

* An average of each security’s credit rating assigned a numeric value and adjusted for its relative weighting in the portfolio.
** Securities held in PARSAC's portfolio are in compliance with California Government Code and PARSAC's investment policy dated May 2019.

PFM Asset Management LLC
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For the Quarter Ended September 30, 2019

PARSAC

Portfolio Performance

Portfolio Performance (Total Return)
Annualized Return
Effective
Duration

Current
Quarter

1 Year

3 Year

5 Year

10 Year

Since Inception
(09/30/01)

PARSAC

2.51

0.87%

5.72%

1.87%

1.87%

1.51%

2.55%

PARSAC Custom Index*

2.56

0.75%

5.62%

1.62%

1.71%

1.41%

2.42%

0.12%

0.10%

0.25%

0.16%

0.10%

0.13%

Portfolio/Benchmark

Difference

6.0%

5.72% 5.62%

Total Return

5.0%
4.0%
3.0%

2.55% 2.42%
1.87%

2.0%
1.0%

1.62%

1.87%

1.71%

1.51% 1.41%

0.87% 0.75%

0.0%
Current Quarter

1 Year

3 Year

5 Year

PARSAC

10 Year

Since Inception

PARSAC Custom Index*

Portfolio performance is gross of fees unless otherwise indicated.
* Until March 31, 2016 the ICE BofAML 0-3 Year U.S. Treasury Index was the benchmark. Since then it has been the ICE BofAML 1-5 Year U.S. Treasury Index.

PFM Asset Management LLC
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For the Quarter Ended September 30, 2019

PARSAC

Portfolio Performance

Portfolio Earnings
Quarter-Ended September 30, 2019

Market Value Basis
Beginning Value (06/30/2019)

Net Purchases/Sales

Change in Value

Ending Value (09/30/2019)

Interest Earned
Portfolio Earnings

PFM Asset Management LLC

Accrual (Amortized Cost) Basis

$37,744,463.12

$37,229,364.33

($139,353.62)

($139,353.62)

$125,759.20

$55,830.36

$37,730,868.70

$37,145,841.07

$204,189.21

$204,189.21

$329,948.41

$260,019.57
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For the Quarter Ended September 30, 2019

PARSAC

Portfolio Composition

Sector Allocation
September 30, 2019
Sector

MV ($MM)

% of Total

December 31, 2018

March 31, 2019

June 30, 2019
MV ($MM)

% of Total

MV ($MM)

% of Total

MV ($MM)

% of Total

17.9

47.3%

19.7

52.1%

18.8

50.9%

16.9

46.2%

Corporate

9.2

24.4%

9.0

23.7%

9.6

25.8%

9.1

24.9%

Asset-Backed

4.2

11.2%

3.5

9.2%

3.4

9.3%

3.2

8.7%

Federal Agency/GSE

2.1

5.7%

2.1

5.7%

2.1

5.7%

4.6

12.6%

Certificate of Deposit

1.9

5.0%

1.1

2.9%

0.7

1.9%

0.4

1.0%

Supra-Sov / Supra-Natl Agency

1.9

5.0%

1.9

5.0%

1.9

5.0%

1.9

5.1%

Federal Agency/CMO

0.5

1.4%

0.5

1.4%

0.5

1.4%

0.6

1.5%

$37.7

100.0%

$37.7

100.0%

$37.0

100.0%

$36.6

100.0%

U.S. Treasury

Total

100%
Federal Agency/CMO
Supra-Sov / Supra-Natl
Agency

90%
80%
70%

Certificate of Deposit

60%

Federal Agency/GSE

50%

Asset-Backed

40%

Corporate

30%
20%

U.S. Treasury

10%
0%
September 2019

June 2019

March 2019

December 2018

Detail may not add to total due to rounding.

PFM Asset Management LLC
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For the Quarter Ended September 30, 2019

PARSAC

Portfolio Composition

Maturity Distribution
As of September 30, 2019
Yield
at Market

Average
Maturity

0-1
Years

1-2
Years

2-3
Years

3-4
Years

4-5
Years

>5
Years

PARSAC

1.80%

2.86 yrs

5.1%

23.3%

15.0%

44.6%

12.0%

0.0%

PARSAC Custom Index*

1.64%

2.74 yrs

1.7%

33.0%

27.3%

19.7%

18.3%

0.0%

Portfolio/Benchmark

44.6%

45%
40%
35%

33.0%

30%

27.3%

25%

23.3%
19.7%

20%

18.3%

15.0%

15%

12.0%

10%
5%

5.1%
1.7%

0.0%

0%
0-1 Years
PARSAC

1-2 Years

2-3 Years

3-4 Years

4-5 Years

0.0%

> 5 Years

PARSAC Custom Index*

* Until March 31, 2016 the ICE BofAML 0-3 Year U.S. Treasury Index was the benchmark. Since then it has been the ICE BofAML 1-5 Year U.S. Treasury Index.

PFM Asset Management LLC
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For the Quarter Ended September 30, 2019

PARSAC

Portfolio Composition

Issuer Distribution
As of September 30, 2019
% of Portfolio

17,879,460

47.4%

1,447,901

3.9%

FEDERAL HOME LOAN BANKS

866,519

2.3%

INTL BANK OF RECONSTRUCTION AND DEV

763,883

2.0%

CAPITAL ONE FINANCIAL CORP

746,977

2.0%

INTERNATIONAL FINANCE CORPORATION

705,193

1.9%

CARMAX AUTO OWNER TRUST

647,850

1.7%

GM FINANCIAL SECURITIZED TERM

608,219

1.6%

TOYOTA MOTOR CORP

439,604

1.2%

INTER-AMERICAN DEVELOPMENT BANK

405,176

1.1%

SKANDINAVISKA ENSKILDA BANKEN AB

400,555

1.1%

NORDEA BANK AB

400,440

1.1%

GOLDMAN SACHS GROUP INC

396,968

1.1%

JP MORGAN CHASE & CO

384,138

1.0%

CREDIT AGRICOLE SA

382,506

1.0%

ALLY AUTO RECEIVABLES TRUST

378,337

1.0%

BB&T CORPORATION

378,009

1.0%

WAL-MART STORES INC

375,833

1.0%

FANNIE MAE

PFM Asset Management LLC

Top 10 = 65.0%

UNITED STATES TREASURY

Market Value ($)

Top 5 = 57.6%

Issuer
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For the Quarter Ended September 30, 2019

PARSAC
Issuer

Portfolio Composition
Market Value ($)

% of Portfolio

MORGAN STANLEY

372,341

1.0%

THE WALT DISNEY CORPORATION

371,305

1.0%

PNC FINANCIAL SERVICES GROUP

369,523

1.0%

AMERICAN EXPRESS CO

368,032

1.0%

AMERICAN HONDA FINANCE

363,881

1.0%

MITSUBISHI UFJ FINANCIAL GROUP INC

359,650

1.0%

NISSAN AUTO RECEIVABLES

357,886

1.0%

HONDA AUTO RECEIVABLES

356,928

1.0%

GENERAL DYNAMICS CORP

356,129

0.9%

SUMITOMO MITSUI FINANCIAL GROUP INC

355,730

0.9%

NATIONAL RURAL UTILITIES CO FINANCE CORP

354,385

0.9%

US BANCORP

354,293

0.9%

UNILEVER PLC

354,017

0.9%

IBM CORP

353,107

0.9%

THE BANK OF NEW YORK MELLON CORPORATION

352,681

0.9%

DEERE & COMPANY

352,163

0.9%

WELLS FARGO & COMPANY

349,894

0.9%

MICROSOFT CORP

349,833

0.9%

FREDDIE MAC

344,445

0.9%

VOLKSWAGEN OF AMERICA

335,648

0.9%

BANK OF AMERICA CO

317,038

0.8%

PFM Asset Management LLC
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For the Quarter Ended September 30, 2019

PARSAC
Issuer

Portfolio Composition
Market Value ($)

% of Portfolio

APPLE INC

299,802

0.8%

PACCAR FINANCIAL CORP

292,261

0.8%

UNITED PARCEL SERVICE INC

280,217

0.7%

BMW FINANCIAL SERVICES NA LLC

274,730

0.7%

CATERPILLAR INC

274,633

0.7%

FORD CREDIT AUTO LEASE TRUST

254,202

0.7%

GM FINANCIAL AUTO LEASING TRUST

253,358

0.7%

PEPSICO INC

250,776

0.7%

CHARLES SCHWAB

229,641

0.6%

HOME DEPOT INC

174,764

0.5%

90,010

0.2%

37,730,869

100.0%

STATE STREET CORPORATION
Grand Total:

PFM Asset Management LLC
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For the Quarter Ended September 30, 2019

PARSAC

Portfolio Composition

Sector/Issuer Distribution
As of September 30, 2019
Sector / Issuer

Market Value ($)

% of Sector

% of Total Portfolio

Asset-Backed

ALLY AUTO RECEIVABLES TRUST

378,337

9.0%

1.0%

BMW FINANCIAL SERVICES NA LLC

274,730

6.5%

0.7%

CAPITAL ONE FINANCIAL CORP

746,977

17.7%

2.0%

CARMAX AUTO OWNER TRUST

647,850

15.4%

1.7%

FORD CREDIT AUTO LEASE TRUST

254,202

6.0%

0.7%

GM FINANCIAL AUTO LEASING TRUST

253,358

6.0%

0.7%

GM FINANCIAL SECURITIZED TERM

608,219

14.4%

1.6%

HONDA AUTO RECEIVABLES

356,928

8.5%

0.9%

NISSAN AUTO RECEIVABLES

357,886

8.5%

0.9%

VOLKSWAGEN OF AMERICA

335,648

8.0%

0.9%

4,214,136

100.0%

11.2%

CREDIT AGRICOLE SA

382,506

20.1%

1.0%

MITSUBISHI UFJ FINANCIAL GROUP INC

359,650

18.9%

1.0%

NORDEA BANK AB

400,440

21.1%

1.1%

SKANDINAVISKA ENSKILDA BANKEN AB

400,555

21.1%

1.1%

SUMITOMO MITSUI FINANCIAL GROUP INC

355,730

18.7%

0.9%

1,898,881

100.0%

5.0%

Sector Total

Certificate of Deposit

Sector Total

PFM Asset Management LLC
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For the Quarter Ended September 30, 2019

PARSAC
Sector / Issuer

Portfolio Composition
Market Value ($)

% of Sector

% of Total Portfolio

Corporate

AMERICAN EXPRESS CO

368,032

4.0%

1.0%

AMERICAN HONDA FINANCE

363,881

4.0%

1.0%

APPLE INC

299,802

3.3%

0.8%

BANK OF AMERICA CO

317,038

3.4%

0.8%

BB&T CORPORATION

378,009

4.1%

1.0%

CATERPILLAR INC

274,633

3.0%

0.7%

CHARLES SCHWAB

229,641

2.5%

0.6%

DEERE & COMPANY

352,163

3.8%

0.9%

GENERAL DYNAMICS CORP

356,129

3.9%

0.9%

GOLDMAN SACHS GROUP INC

396,968

4.3%

1.1%

HOME DEPOT INC

174,764

1.9%

0.5%

IBM CORP

353,107

3.8%

0.9%

JP MORGAN CHASE & CO

384,138

4.2%

1.0%

MICROSOFT CORP

349,833

3.8%

0.9%

MORGAN STANLEY

372,341

4.0%

1.0%

NATIONAL RURAL UTILITIES CO FINANCE CORP

354,385

3.8%

0.9%

PACCAR FINANCIAL CORP

292,261

3.2%

0.8%

PEPSICO INC

250,776

2.7%

0.7%

PNC FINANCIAL SERVICES GROUP

369,523

4.0%

1.0%

90,010

1.0%

0.2%

THE BANK OF NEW YORK MELLON CORPORATION

352,681

3.8%

0.9%

THE WALT DISNEY CORPORATION

371,305

4.0%

1.0%

TOYOTA MOTOR CORP

439,604

4.8%

1.2%

UNILEVER PLC

354,017

3.8%

0.9%

STATE STREET CORPORATION

PFM Asset Management LLC
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For the Quarter Ended September 30, 2019

PARSAC
Sector / Issuer

Portfolio Composition
Market Value ($)

% of Sector

% of Total Portfolio

UNITED PARCEL SERVICE INC

280,217

3.0%

0.7%

US BANCORP

354,293

3.8%

0.9%

WAL-MART STORES INC

375,833

4.1%

1.0%

WELLS FARGO & COMPANY

349,894

3.8%

0.9%

9,205,276

100.0%

24.4%

FANNIE MAE

165,325

32.4%

0.4%

FREDDIE MAC

344,445

67.6%

0.9%

Sector Total

509,770

100.0%

1.4%

1,282,576

59.7%

3.4%

866,519

40.3%

2.3%

2,149,095

100.0%

5.7%

INTER-AMERICAN DEVELOPMENT BANK

405,176

21.6%

1.1%

INTERNATIONAL FINANCE CORPORATION

705,193

37.6%

1.9%

INTL BANK OF RECONSTRUCTION AND DEV

763,883

40.8%

2.0%

1,874,251

100.0%

5.0%

17,879,460

100.0%

47.4%

Sector Total

Federal Agency/CMO

Federal Agency/GSE

FANNIE MAE
FEDERAL HOME LOAN BANKS
Sector Total

Supra-Sov / Supra-Natl Agency

Sector Total

U.S. Treasury

UNITED STATES TREASURY

PFM Asset Management LLC
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For the Quarter Ended September 30, 2019

PARSAC
Sector / Issuer

Sector Total

Portfolio Total

PFM Asset Management LLC

Portfolio Composition
Market Value ($)

17,879,460

37,730,869

% of Sector

100.0%

100.0%

% of Total Portfolio

47.4%

100.0%
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For the Quarter Ended September 30, 2019

PARSAC

Portfolio Activity

Quarterly Portfolio Transactions
Trade
Date

Settle
Date

Par ($)

CUSIP

Security Description

Coupon

Maturity
Date

Transact
Amt ($)

Yield
at Market

US TREASURY NOTES

1.62%

10/31/23

1,270,186.27

1.78%

Realized
G/L (BV)

BUY

1,275,000 912828T91

7/1/19

7/3/19

7/8/19

7/11/19

375,000 38141EC23

GOLDMAN SACHS GROUP INC BONDS

3.85%

7/8/24

392,587.81

2.84%

7/11/19

7/15/19

360,000 02665WCZ2

AMERICAN HONDA FINANCE CORP NOTE

2.40%

6/27/24

358,646.40

2.51%

7/19/19

7/23/19

350,000 61746BDQ6

MORGAN STANLEY CORP NOTES

3.87%

4/29/24

373,216.08

2.59%

8/1/19

8/5/19

375,000 05531FBH5

BB&T CORPORATION CORP BONDS

2.50%

8/1/24

375,778.75

2.46%

8/27/19

8/29/19

400,000 65558TLL7

NORDEA BANK ABP NEW YORK CERT DEPOS

1.85%

8/26/22

400,000.00

1.87%

8/28/19

9/5/19

750,000 14041NFU0

COMET 2019-A2 A2

1.72%

8/15/24

749,811.15

1.73%

8/29/19

9/3/19

400,000 83050PDR7

SKANDINAV ENSKILDA BANK LT CD

1.86%

8/26/22

400,000.00

1.88%

9/3/19

9/6/19

375,000 254687FK7

WALT DISNEY COMPANY/THE

1.75%

8/30/24

373,470.00

1.84%

4,660,000

Total BUY

4,693,696.46

INTEREST

0 MONEY0002

MONEY MARKET FUND

168.50

7/1/19

7/1/19

7/1/19

7/25/19

159,281 3137FKK39

FHMS KP05 A

3.20%

7/1/23

425.15

7/1/19

7/25/19

170,055 3136B1XP4

FNA 2018-M5 A2

3.56%

9/25/21

504.53

7/1/19

7/25/19

185,000 3137BM6P6

FHLMC SERIES K721 A2

3.09%

8/25/22

476.38

7/8/19

7/8/19

150,000 24422ETZ2

JOHN DEERE CAPITAL CORP NOTES

2.35%

1/8/21

1,762.50

7/11/19

7/11/19

375,000 3135G0U92

FANNIE MAE NOTES

2.62%

1/11/22

4,921.88

7/14/19

7/14/19

875,000 3130A8QS5

FHLB GLOBAL NOTE

1.12%

7/14/21

4,921.88

7/15/19

7/15/19

350,000 43815AAC6

HAROT 2018-4 A3

3.16%

1/15/23

921.67

7/15/19

7/15/19

325,000 14313FAD1

CARMAX AUTO OWNER TRUST

3.13%

6/15/23

847.71

7/15/19

7/15/19

350,000 65478NAD7

NAROT 2018-C A3

3.22%

6/15/23

939.17

7/15/19

7/15/19

310,000 14315EAC4

CARMAX AUTO OWNER TRUST

3.36%

9/15/23

868.00

7/15/19

7/15/19

250,000 34531LAE0

FORD CREDIT AUTO LEASE TRUST

3.30%

2/15/22

687.50

PFM Asset Management LLC
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For the Quarter Ended September 30, 2019

PARSAC
Trade
Date

Portfolio Activity
Settle
Date

Par ($)

CUSIP

Security Description

Coupon

Maturity
Date

Transact
Amt ($)

7/15/19

7/15/19

375,000 02007JAC1

ALLYA 2018-3 A3

3.00%

1/15/23

937.50

7/16/19

7/16/19

350,000 36255JAD6

GMCAR 2018-3 A3

3.02%

5/16/23

880.83

7/16/19

7/16/19

250,000 36256XAD4

GMCAR 2019-1 A3

2.97%

11/16/23

618.75

7/20/19

7/20/19

250,000 36256GAE9

GMALT 2018-3 A4

3.30%

7/20/22

687.50

7/20/19

7/20/19

330,000 92869BAD4

VALET 2018-2 A3

3.25%

4/20/23

893.75

7/20/19

7/20/19

270,000 05586CAD6

BMWLT 2018-1 A4

3.36%

3/20/22

756.00

7/23/19

7/23/19

750,000 459058GH0

INTL BANK OF RECONSTRUCTION AND DEV NOTE

2.75%

7/23/21

10,312.50

7/23/19

7/23/19

350,000 693475AV7

PNC BANK NA CORP NOTES

3.50%

1/23/24

6,125.00

7/24/19

7/24/19

350,000 91159HHP8

US BANCORP (CALLABLE) NOTES

2.62%

1/24/22

4,593.75

7/30/19

7/30/19

350,000 94974BGF1

WELLS FARGO & CO CORP BONDS

2.15%

1/30/20

3,762.50

8/1/19

8/1/19

8/1/19

8/1/19

85,000 05531FAZ6

BRANCH BANKING & TRUST (CALLABLE) NOTES

2.15%

2/1/21

913.75

8/1/19

8/25/19

185,000 3137BM6P6

FHLMC SERIES K721 A2

3.09%

8/25/22

476.38

8/1/19

8/25/19

169,722 3136B1XP4

FNA 2018-M5 A2

3.56%

9/25/21

507.77

8/1/19

8/25/19

153,108 3137FKK39

FHMS KP05 A

3.20%

7/1/23

408.67

8/5/19

8/5/19

350,000 44932HAG8

IBM CORP CORP NOTES

2.65%

2/5/21

4,637.50

8/6/19

8/6/19

350,000 594918BV5

MICROSOFT CORP NOTES

1.85%

2/6/20

3,237.50

8/15/19

8/15/19

375,000 02007JAC1

ALLYA 2018-3 A3

3.00%

1/15/23

937.50

8/15/19

8/15/19

350,000 43815AAC6

HAROT 2018-4 A3

3.16%

1/15/23

921.67

8/15/19

8/15/19

310,000 14315EAC4

CARMAX AUTO OWNER TRUST

3.36%

9/15/23

868.00

8/15/19

8/15/19

350,000 65478NAD7

NAROT 2018-C A3

3.22%

6/15/23

939.17

8/15/19

8/15/19

325,000 14313FAD1

CARMAX AUTO OWNER TRUST

3.13%

6/15/23

847.71

8/15/19

8/15/19

600,000 912828TJ9

US TREASURY NOTES

1.62%

8/15/22

4,875.00

0 MONEY0002

MONEY MARKET FUND

Realized
G/L (BV)

42.02

8/15/19

8/15/19

250,000 34531LAE0

FORD CREDIT AUTO LEASE TRUST

3.30%

2/15/22

687.50

8/16/19

8/16/19

350,000 36255JAD6

GMCAR 2018-3 A3

3.02%

5/16/23

880.83

8/16/19

8/16/19

250,000 36256XAD4

GMCAR 2019-1 A3

2.97%

11/16/23

618.75

8/17/19

8/17/19

495,000 3135G0N82

FNMA NOTES

1.25%

8/17/21

3,093.75

8/17/19

8/17/19

155,000 3135G0N82

FNMA NOTES

1.25%

8/17/21

968.75

8/20/19

8/20/19

270,000 05586CAD6

BMWLT 2018-1 A4

3.36%

3/20/22

756.00

8/20/19

8/20/19

330,000 92869BAD4

VALET 2018-2 A3

3.25%

4/20/23

893.75

PFM Asset Management LLC
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For the Quarter Ended September 30, 2019

PARSAC
Trade
Date

Portfolio Activity
Settle
Date

Par ($)

CUSIP

Security Description

Coupon

Maturity
Date

Transact
Amt ($)

8/20/19

8/20/19

250,000 36256GAE9

GMALT 2018-3 A4

3.30%

7/20/22

687.50

8/31/19

8/31/19

550,000 912828D72

US TREASURY NOTES

2.00%

8/31/21

5,500.00

8/31/19

8/31/19

100,000 912828B90

US TREASURY NOTES

2.00%

2/28/21

1,000.00

9/1/19

9/25/19

168,529 3136B1XP4

FNA 2018-M5 A2

3.56%

9/25/21

518.22

9/1/19

9/25/19

152,861 3137FKK39

FHMS KP05 A

3.20%

7/1/23

408.01

9/1/19

9/25/19

185,000 3137BM6P6

FHLMC SERIES K721 A2

3.09%

8/25/22

476.38

9/3/19

9/3/19

215,000 0258M0EE5

AMERICAN EXPRESS CREDIT (CALLABLE) NOTE

2.20%

3/3/20

2,365.00

0 MONEY0002

MONEY MARKET FUND

9/3/19

9/4/19

9/4/19

275,000 14913Q2A6

CATERPILLAR FINL SERVICE NOTE

1.85%

9/4/20

2,543.75

9/4/19

9/4/19

150,000 25468PDP8

WALT DISNEY COMPANY CORP NOTES

1.95%

3/4/20

1,462.50

9/9/19

9/9/19

700,000 45950VLQ7

INTERNATIONAL FINANCE CORPORATION NOTE

2.63%

3/9/21

9,226.00

9/12/19

9/12/19

100,000 24422EUD9

JOHN DEERE CAPITAL CORP NOTES

2.87%

3/12/21

1,437.50

9/15/19

9/15/19

325,000 14313FAD1

CARMAX AUTO OWNER TRUST

3.13%

6/15/23

847.71

9/15/19

9/15/19

350,000 43815AAC6

HAROT 2018-4 A3

3.16%

1/15/23

921.67

9/15/19

9/15/19

375,000 02007JAC1

ALLYA 2018-3 A3

3.00%

1/15/23

937.50

9/15/19

9/15/19

150,000 63743HER9

NATIONAL RURAL UTIL COOP NOTE

2.90%

3/15/21

2,175.00

9/15/19

9/15/19

200,000 63743HER9

NATIONAL RURAL UTIL COOP NOTE

2.90%

3/15/21

2,900.00

9/15/19

9/15/19

250,000 34531LAE0

FORD CREDIT AUTO LEASE TRUST

3.30%

2/15/22

687.50

9/15/19

9/15/19

310,000 14315EAC4

CARMAX AUTO OWNER TRUST

3.36%

9/15/23

868.00

9/15/19

9/15/19

350,000 65478NAD7

NAROT 2018-C A3

3.22%

6/15/23

939.17

9/16/19

9/16/19

250,000 36256XAD4

GMCAR 2019-1 A3

2.97%

11/16/23

618.75

9/16/19

9/16/19

350,000 36255JAD6

GMCAR 2018-3 A3

3.02%

5/16/23

880.83

9/20/19

9/20/19

270,000 05586CAD6

BMWLT 2018-1 A4

3.36%

3/20/22

756.00

9/20/19

9/20/19

350,000 17275RBG6

CISCO SYSTEMS INC CORP NOTES

1.40%

9/20/19

2,450.00

9/20/19

9/20/19

250,000 36256GAE9

GMALT 2018-3 A4

3.30%

7/20/22

687.50

9/20/19

9/20/19

330,000 92869BAD4

VALET 2018-2 A3

3.25%

4/20/23

893.75

9/22/19

9/22/19

350,000 904764AZ0

UNILEVER CAPITAL CORP NOTES

2.75%

3/22/21

4,812.50

9/30/19

70,000 912828Q37

1.25%

3/31/21

437.50

9/30/19

PFM Asset Management LLC

Realized
G/L (BV)

70.79

9/3/19

US TREASURY NOTES

Yield
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For the Quarter Ended September 30, 2019

PARSAC

Portfolio Activity

Trade
Date

Settle
Date

Total INTEREST

Par ($)

CUSIP

Security Description

Coupon

Maturity
Date

20,203,556

Transact
Amt ($)

Yield
at Market

Realized
G/L (BV)

122,033.95

MATURITY

9/20/19

9/20/19

Total MATURITY

350,000 17275RBG6

CISCO SYSTEMS INC CORP NOTES

1.40%

9/20/19

350,000

350,000.00

0.00

350,000.00

0.00

PAYDOWNS

7/1/19

7/25/19

6,173 3137FKK39

FHMS KP05 A

3.20%

7/1/23

6,172.89

0.00

7/1/19

7/25/19

334 3136B1XP4

FNA 2018-M5 A2

3.56%

9/25/21

333.62

0.00

8/1/19
8/1/19

8/25/19

1,193 3136B1XP4

FNA 2018-M5 A2

3.56%

9/25/21

1,192.52

0.00

8/25/19

248 3137FKK39

FHMS KP05 A

3.20%

7/1/23

247.62

0.00

9/1/19

9/25/19

249 3137FKK39

FHMS KP05 A

3.20%

7/1/23

248.86

0.00

9/1/19

9/25/19

6,210 3136B1XP4

FNA 2018-M5 A2

3.56%

9/25/21

6,210.46

0.00

14,405.97

0.00

Total PAYDOWNS

14,406

SELL

7/1/19

7/3/19

750,000 912828D72

US TREASURY NOTES

2.00%

8/31/21

758,288.47

1.80%

(1,116.09)

7/1/19

7/3/19

400,000 912828D72

US TREASURY NOTES

2.00%

8/31/21

404,420.51

1.80%

414.27

7/8/19

7/11/19

375,000 912828R69

US TREASURY N/B NOTES

1.62%

5/31/23

372,621.11

1.84%

9,475.91

7/11/19

7/15/19

350,000 02665WBG5

AMERICAN HONDA FINANCE CORP NOTES

1.70%

9/9/21

347,525.50

2.32%

(3,499.73)

7/19/19

7/23/19

25,000 912828N30

US TREASURY NOTES

2.12%

12/31/22

25,326.17

1.77%

1,006.20

7/19/19

7/23/19

350,000 61746BEA0

MORGAN STANLEY CORP NOTES

2.50%

4/21/21

352,953.61

2.38%

134.55

8/1/19

8/5/19

100,000 912828TJ9

US TREASURY NOTES

1.62%

8/15/22

100,330.11

1.77%

2,827.49

8/1/19

8/5/19

85,000 05531FAZ6

BRANCH BANKING & TRUST (CALLABLE) NOTES

2.15%

2/1/21

84,852.01

2.29%

(149.56)

PFM Asset Management LLC

24

For the Quarter Ended September 30, 2019

PARSAC
Trade
Date

Portfolio Activity
Settle
Date

Par ($)

CUSIP

Security Description

Coupon

Maturity
Date

Transact
Amt ($)

Yield
at Market

Realized
G/L (BV)

8/1/19

8/5/19

175,000 05531FAV5

BRANCH BANKING & TRUST (CALLABLE) NOTE

2.05%

5/10/21

175,080.55

2.30%

(724.38)

8/27/19

8/29/19

400,000 912828TJ9

US TREASURY NOTES

1.62%

8/15/22

402,419.16

1.44%

14,959.62

8/28/19

9/5/19

350,000 912828T67

US TREASURY NOTES

1.25%

10/31/21

349,717.06

1.49%

1,660.25

8/28/19

9/5/19

150,000 912828T67

US TREASURY NOTES

1.25%

10/31/21

149,878.73

1.49%

468.98

8/28/19

9/5/19

200,000 912828TJ9

US TREASURY NOTES

1.62%

8/15/22

201,365.15

1.42%

7,533.91

8/29/19

9/3/19

400,000 912828D72

US TREASURY NOTES

2.00%

8/31/21

403,831.56

1.52%

2,575.27

9/3/19

9/6/19

150,000 25468PDP8

WALT DISNEY COMPANY CORP NOTES

1.95%

3/4/20

149,972.75

2.01%

(36.89)

9/6/19

200,000 25468PDU7

WALT DISNEY COMPANY CORP NOTES

1.80%

6/5/20

200,666.00

1.96%

(185.00)

9/3/19
Total SELL

4,460,000

PFM Asset Management LLC

4,479,248.45

35,344.80
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Account Holdings

For the Quarter Ended September 30, 2019

PARSAC

Portfolio Holdings

Managed Account Detail of Securities Held
Security Type/Description
Dated Date/Coupon/Maturity

CUSIP

Par

S&P
Rating

Moody's
Rating

Trade
Date

Settle
Date

Original
Cost

YTM
at Cost

Accrued
Interest

Amortized
Cost

Market
Value

U.S. Treasury Bond / Note

US TREASURY NOTES
DTD 10/31/2013 1.750% 10/31/2020

912828WC0

20,000.00

AA+

Aaa

2/1/2016

2/3/2016

20,370.31

1.35

146.47

20,086.61

19,986.72

US TREASURY NOTES
DTD 11/15/2010 2.625% 11/15/2020

912828PC8

100,000.00

AA+

Aaa

5/3/2016

5/6/2016

106,203.12

1.21

991.51

101,570.01

100,898.40

US TREASURY NOTES
DTD 02/28/2014 2.000% 02/28/2021

912828B90

100,000.00

AA+

Aaa

7/6/2016

7/8/2016

104,890.62

0.92

170.33

101,511.27

100,351.60

US TREASURY NOTES
DTD 03/31/2016 1.250% 03/31/2021

912828Q37

70,000.00

AA+

Aaa

6/27/2016

6/29/2016

70,891.41

0.98

2.39

70,285.29

69,491.38

US TREASURY NOTES
DTD 06/02/2014 2.000% 05/31/2021

912828WN6

215,000.00

AA+

Aaa

9/1/2016

9/2/2016

222,726.56

1.22

1,445.08

217,761.37

215,999.32

US TREASURY NOTES
DTD 09/02/2014 2.000% 08/31/2021

912828D72

150,000.00

AA+

Aaa

7/6/2017

7/11/2017

150,908.20

1.85

255.49

150,429.38

150,925.80

US TREASURY NOTES
DTD 10/31/2016 1.250% 10/31/2021

912828T67

1,250,000.00

AA+

Aaa

10/5/2017

10/10/2017

1,221,044.92

1.85

6,538.72

1,234,879.01

1,239,843.75

US TREASURY NOTES
DTD 10/31/2016 1.250% 10/31/2021

912828T67

850,000.00

AA+

Aaa

8/30/2017

8/31/2017

836,585.94

1.64

4,446.33

843,186.38

843,093.75

US TREASURY NOTES
DTD 12/31/2015 2.125% 12/31/2022

912828N30

450,000.00

AA+

Aaa

11/2/2018

11/6/2018

434,654.30

3.00

2,416.61

437,840.36

457,681.50

US TREASURY NOTES
DTD 12/31/2015 2.125% 12/31/2022

912828N30

1,625,000.00

AA+

Aaa

1/7/2019

1/10/2019

1,601,577.15

2.51

8,726.65

1,605,690.48

1,652,738.75

US TREASURY NOTES
DTD 12/31/2015 2.125% 12/31/2022

912828N30

2,200,000.00

AA+

Aaa

1/30/2019

1/31/2019

2,165,109.38

2.55

11,814.54

2,170,837.61

2,237,554.00

US TREASURY NOTES
DTD 12/31/2015 2.125% 12/31/2022

912828N30

1,300,000.00

AA+

Aaa

12/12/2018 12/13/2018

1,267,804.69

2.78

6,981.32

1,273,910.33

1,322,191.00

US TREASURY N/B NOTES
DTD 05/31/2016 1.625% 05/31/2023

912828R69

2,725,000.00

AA+

Aaa

3/4/2019

3/6/2019

2,626,112.31

2.53

14,881.40

2,638,909.95

2,730,321.93

US TREASURY N/B NOTES
DTD 05/31/2016 1.625% 05/31/2023

912828R69

2,600,000.00

AA+

Aaa

6/3/2019

6/7/2019

2,579,585.94

1.83

14,198.77

2,581,161.93

2,605,077.80

US TREASURY N/B NOTES
DTD 05/31/2016 1.625% 05/31/2023

912828R69

1,200,000.00

AA+

Aaa

4/1/2019

4/5/2019

1,167,328.13

2.32

6,553.28

1,171,036.36

1,202,343.60

PFM Asset Management LLC
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For the Quarter Ended September 30, 2019

PARSAC

Portfolio Holdings

Managed Account Detail of Securities Held
Security Type/Description
Dated Date/Coupon/Maturity

CUSIP

Par

S&P
Rating

Moody's
Rating

Trade
Date

Settle
Date

Original
Cost

YTM
at Cost

Accrued
Interest

Amortized
Cost

Market
Value

U.S. Treasury Bond / Note

US TREASURY N/B NOTES
DTD 05/31/2016 1.625% 05/31/2023

912828R69

1,650,000.00

AA+

Aaa

5/1/2019

5/3/2019

1,610,296.88

2.25

9,010.76

1,614,170.79

1,653,222.45

US TREASURY NOTES
DTD 10/31/2016 1.625% 10/31/2023

912828T91

1,275,000.00

AA+

Aaa

7/1/2019

7/3/2019

1,266,583.01

1.78

8,670.35

1,267,049.38

1,277,738.70

97,250.00

17,500,316.51

17,879,460.45

17,780,000.00

Security Type Sub-Total

17,452,672.87

2.23

Supra-National Agency Bond / Note

INTERNATIONAL FINANCE
CORPORATION NOTE
DTD 03/16/2018 2.635% 03/09/2021

45950VLQ7

700,000.00

AAA

Aaa

3/9/2018

3/16/2018

699,475.00

2.66

1,127.19

699,740.34

705,192.60

INTER-AMERICAN DEVELOPMENT
BANK NOTE
DTD 04/19/2018 2.625% 04/19/2021

4581X0DB1

400,000.00

AAA

Aaa

4/12/2018

4/19/2018

399,120.00

2.70

4,725.00

399,536.58

405,176.00

INTL BANK OF RECONSTRUCTION
AND DEV NOTE
DTD 07/25/2018 2.750% 07/23/2021

459058GH0

750,000.00

AAA

Aaa

7/18/2018

7/25/2018

748,245.00

2.83

3,895.83

748,920.92

763,882.50

9,748.02

1,848,197.84

1,874,251.10

1,850,000.00

Security Type Sub-Total

1,846,840.00

2.74

Federal Agency Collateralized Mortgage Obligation

FNA 2018-M5 A2
DTD 04/01/2018 3.560% 09/25/2021

3136B1XP4

162,318.53

AA+

Aaa

4/11/2018

4/30/2018

165,547.21

2.27

481.54

164,156.98

165,324.91

FHLMC SERIES K721 A2
DTD 12/01/2015 3.090% 08/25/2022

3137BM6P6

185,000.00

AA+

Aaa

4/4/2018

4/9/2018

186,575.39

2.61

476.38

185,950.57

189,201.41

FHMS KP05 A
DTD 12/01/2018 3.203% 07/01/2023

3137FKK39

152,611.76

AA+

Aaa

12/7/2018

12/17/2018

152,611.30

3.11

407.35

152,611.30

155,243.61

1,365.27

502,718.85

509,769.93

Security Type Sub-Total

499,930.29

504,733.90

2.65

Federal Agency Bond / Note

PFM Asset Management LLC
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For the Quarter Ended September 30, 2019

PARSAC

Portfolio Holdings

Managed Account Detail of Securities Held
Security Type/Description
Dated Date/Coupon/Maturity

CUSIP

Par

S&P
Rating

Moody's
Rating

Trade
Date

Settle
Date

Original
Cost

YTM
at Cost

Accrued
Interest

Amortized
Cost

Market
Value

Federal Agency Bond / Note

FANNIE MAE NOTES
DTD 06/25/2018 2.750% 06/22/2021

3135G0U35

250,000.00

AA+

Aaa

6/22/2018

6/25/2018

249,942.50

2.76

1,890.63

249,966.07

254,432.00

FHLB GLOBAL NOTE
DTD 07/14/2016 1.125% 07/14/2021

3130A8QS5

875,000.00

AA+

Aaa

7/14/2016

7/15/2016

869,679.13

1.25

2,105.47

873,060.47

866,518.63

FNMA NOTES
DTD 08/19/2016 1.250% 08/17/2021

3135G0N82

155,000.00

AA+

Aaa

8/17/2016

8/19/2016

154,469.75

1.32

236.81

154,796.56

153,839.52

FNMA NOTES
DTD 08/19/2016 1.250% 08/17/2021

3135G0N82

495,000.00

AA+

Aaa

8/17/2016

8/19/2016

492,995.25

1.33

756.25

494,230.69

491,293.94

FANNIE MAE NOTES
DTD 01/11/2019 2.625% 01/11/2022

3135G0U92

375,000.00

AA+

Aaa

1/9/2019

1/11/2019

374,730.00

2.65

2,187.50

374,793.14

383,010.75

7,176.66

2,146,846.93

2,149,094.84

2,150,000.00

Security Type Sub-Total

2,141,816.63

1.70

Corporate Note

WELLS FARGO & CO CORP BONDS
DTD 02/02/2015 2.150% 01/30/2020

94974BGF1

350,000.00

A-

A2

3/23/2015

3/25/2015

351,169.00

2.08

1,275.07

350,083.62

349,894.30

MICROSOFT CORP NOTES
DTD 02/06/2017 1.850% 02/06/2020

594918BV5

350,000.00

AAA

Aaa

1/30/2017

2/6/2017

349,765.50

1.87

989.24

349,972.22

349,833.05

AMERICAN EXPRESS CREDIT
(CALLABLE) NOTE
DTD 03/03/2017 2.200% 03/03/2020

0258M0EE5

215,000.00

A-

A2

2/28/2017

3/3/2017

214,776.40

2.24

367.89

214,967.65

215,033.54

TOYOTA MOTOR CREDIT CORP
DTD 04/17/2017 1.950% 04/17/2020

89236TDU6

150,000.00

AA-

Aa3

4/11/2017

4/17/2017

149,931.00

1.97

1,332.50

149,987.18

150,011.40

APPLE INC BONDS
DTD 05/11/2017 1.800% 05/11/2020

037833CS7

300,000.00

AA+

Aa1

5/4/2017

5/11/2017

299,694.00

1.84

2,100.00

299,936.34

299,801.70

HOME DEPOT INC CORP NOTES
DTD 06/05/2017 1.800% 06/05/2020

437076BQ4

175,000.00

A

A2

5/24/2017

6/5/2017

174,898.50

1.82

1,015.00

174,976.60

174,764.10

JOHN DEERE CAPITAL CORP NOTES
DTD 06/22/2017 1.950% 06/22/2020

24422ETS8

100,000.00

A

A2

6/19/2017

6/22/2017

99,939.00

1.97

536.25

99,984.94

99,995.10

CATERPILLAR FINL SERVICE NOTE
DTD 09/07/2017 1.850% 09/04/2020

14913Q2A6

275,000.00

A

A3

9/5/2017

9/7/2017

274,769.00

1.88

381.56

274,927.15

274,632.60

PFM Asset Management LLC
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For the Quarter Ended September 30, 2019

PARSAC

Portfolio Holdings

Managed Account Detail of Securities Held
Security Type/Description
Dated Date/Coupon/Maturity

CUSIP

Par

S&P
Rating

Moody's
Rating

Trade
Date

Settle
Date

Original
Cost

YTM
at Cost

Accrued
Interest

Amortized
Cost

Market
Value

Corporate Note

PACCAR FINANCIAL CORP NOTES
DTD 11/13/2017 2.050% 11/13/2020

69371RN85

170,000.00

A+

A1

11/6/2017

11/13/2017

169,984.70

2.05

1,335.92

169,994.20

170,252.62

WAL-MART STORES INC CORP NOTE
DTD 10/20/2017 1.900% 12/15/2020

931142EA7

375,000.00

AA

Aa2

10/11/2017 10/20/2017

374,456.25

1.95

2,097.92

374,786.83

375,832.88

JOHN DEERE CAPITAL CORP NOTES
DTD 01/08/2018 2.350% 01/08/2021

24422ETZ2

150,000.00

A

A2

1/3/2018

1/8/2018

149,922.00

2.37

812.71

149,966.34

150,872.25

IBM CORP CORP NOTES
DTD 02/06/2018 2.650% 02/05/2021

44932HAG8

350,000.00

A

A2

2/1/2018

2/6/2018

349,828.50

2.67

1,442.78

349,921.35

353,106.95

JOHN DEERE CAPITAL CORP NOTES
DTD 03/13/2018 2.875% 03/12/2021

24422EUD9

100,000.00

A

A2

3/8/2018

3/13/2018

99,932.00

2.90

151.74

99,966.41

101,295.90

NATIONAL RURAL UTIL COOP NOTE
DTD 02/26/2018 2.900% 03/15/2021

63743HER9

200,000.00

A

A2

4/12/2018

4/19/2018

199,154.00

3.05

257.78

199,568.69

202,505.60

NATIONAL RURAL UTIL COOP NOTE
DTD 02/26/2018 2.900% 03/15/2021

63743HER9

150,000.00

A

A2

2/21/2018

2/26/2018

149,833.50

2.94

193.33

149,918.05

151,879.20

UNILEVER CAPITAL CORP NOTES
DTD 03/22/2018 2.750% 03/22/2021

904764AZ0

350,000.00

A+

A1

3/19/2018

3/22/2018

348,211.50

2.93

240.63

349,101.26

354,016.95

UNITED PARCEL SERVICE
CORPORATE BOND
DTD 11/14/2017 2.050% 04/01/2021

911312BP0

280,000.00

A

A2

11/9/2017

11/14/2017

279,557.60

2.10

2,870.00

279,798.62

280,216.72

TOYOTA MOTOR CREDIT CORP
NOTES
DTD 04/13/2018 2.950% 04/13/2021

89236TEU5

285,000.00

AA-

Aa3

4/10/2018

4/13/2018

284,886.00

2.96

3,923.50

284,940.49

289,592.49

BANK OF NEW YORK MELLON CORP
(CALLABLE)
DTD 02/19/2016 2.500% 04/15/2021

06406FAA1

350,000.00

A

A1

5/16/2016

5/19/2016

358,141.00

2.00

4,034.72

352,542.59

352,681.35

PEPSICO INC CORP (CALLABLE)
NOTE
DTD 10/10/2017 2.000% 04/15/2021

713448DX3

250,000.00

A+

A1

10/5/2017

10/10/2017

249,950.00

2.01

2,305.56

249,977.52

250,776.00

PACCAR FINANCIAL CORP
DTD 05/10/2018 3.100% 05/10/2021

69371RP26

120,000.00

A+

A1

5/7/2018

5/10/2018

119,968.80

3.11

1,457.00

119,982.92

122,008.32
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Portfolio Holdings

Managed Account Detail of Securities Held
Security Type/Description
Dated Date/Coupon/Maturity

CUSIP

Par

S&P
Rating

A+

Moody's
Rating

Trade
Date

Settle
Date

Original
Cost

YTM
at Cost

Accrued
Interest

Amortized
Cost

Market
Value

A2

5/8/2018

5/11/2018

347,567.50

3.25

4,083.33

348,665.05

356,128.85

A3

5/14/2018

5/17/2018

149,974.50

3.38

1,884.38

149,985.85

152,998.95

Corporate Note

GENERAL DYNAMICS CORP
DTD 05/11/2018 3.000% 05/11/2021

369550BE7

350,000.00

AMERICAN EXPRESS CO
DTD 05/17/2018 3.375% 05/17/2021

025816BU2

150,000.00 BBB+

STATE STREET CORP NOTES
DTD 05/19/2016 1.950% 05/19/2021

857477AV5

90,000.00

A

A1

5/19/2016

5/24/2016

89,659.80

2.03

643.50

89,884.84

90,009.99

CHARLES SCHWAB CORP NOTES
DTD 05/22/2018 3.250% 05/21/2021

808513AW5

225,000.00

A

A2

5/17/2018

5/22/2018

224,993.25

3.25

2,640.63

224,996.14

229,640.63

BANK OF AMERICA CORP (CALLABLE)
DTD 09/18/2017 2.328% 10/01/2021

06051GGS2

225,000.00

A-

A2

9/13/2017

9/18/2017

225,000.00

2.33

2,619.00

225,000.00

225,252.23

US BANCORP (CALLABLE) NOTES
DTD 01/24/2017 2.625% 01/24/2022

91159HHP8

350,000.00

A+

A1

10/4/2018

10/9/2018

341,334.00

3.43

1,709.90

343,817.15

354,292.75

BANK OF AMERICA CORP NOTES
DTD 05/17/2018 3.499% 05/17/2022

06051GHH5

90,000.00

A-

A2

5/14/2018

5/17/2018

90,000.00

3.50

1,172.17

90,000.00

91,785.51

JPMORGAN CHASE & CO BONDS
DTD 03/22/2019 3.207% 04/01/2023

46647PBB1

375,000.00

A-

A2

3/15/2019

3/22/2019

375,000.00

3.21

6,313.78

375,000.00

384,138.00

PNC BANK NA CORP NOTES
DTD 01/23/2019 3.500% 01/23/2024

693475AV7

350,000.00

A-

A3

2/12/2019

2/15/2019

352,492.00

3.34

2,313.89

352,201.74

369,523.00

MORGAN STANLEY CORP NOTES
DTD 04/28/2014 3.875% 04/29/2024

61746BDQ6

350,000.00 BBB+

A3

7/19/2019

7/23/2019

370,051.50

2.59

5,726.39

369,309.35

372,340.50

AMERICAN HONDA FINANCE CORP
NOTE
DTD 06/27/2019 2.400% 06/27/2024

02665WCZ2

360,000.00

A2

7/11/2019

7/15/2019

358,214.40

2.51

2,256.00

358,287.39

363,881.16

GOLDMAN SACHS GROUP INC
BONDS
DTD 07/08/2014 3.850% 07/08/2024

38141EC23

375,000.00 BBB+

A3

7/8/2019

7/11/2019

392,467.50

2.84

3,328.65

391,738.66

396,968.25

BB&T CORPORATION CORP BONDS
DTD 07/29/2019 2.500% 08/01/2024

05531FBH5

375,000.00

A-

A2

8/1/2019

8/5/2019

375,622.50

2.46

1,614.58

375,604.50

378,008.63

WALT DISNEY COMPANY/THE
DTD 09/06/2019 1.750% 08/30/2024

254687FK7

375,000.00

A

A2

9/3/2019

9/6/2019

373,470.00

1.84

455.73

373,490.39

371,304.75
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Portfolio Holdings

Managed Account Detail of Securities Held
Security Type/Description
Dated Date/Coupon/Maturity

CUSIP

Par

S&P
Rating

Moody's
Rating

Trade
Date

Settle
Date

9,085,000.00

Security Type Sub-Total

Original
Cost
9,114,615.20

YTM
at Cost
2.53

Accrued
Interest

Amortized
Cost

Market
Value

65,883.03

9,113,282.03

9,205,276.22

Certificate of Deposit

SUMITOMO MITSUI BANK NY CERT
DEPOS
DTD 10/18/2018 3.390% 10/16/2020

86565BPC9

350,000.00

A

A1

10/16/2018 10/18/2018

349,524.00

3.46

5,537.00

349,947.71

355,730.20

MUFG BANK LTD/NY CERT DEPOS
DTD 02/28/2019 2.980% 02/25/2022

55379WZU3

350,000.00

A

A1

2/27/2019

2/28/2019

350,000.00

3.01

6,229.03

350,000.00

359,649.50

CREDIT AGRICOLE CIB NY CERT
DEPOS
DTD 04/04/2019 2.830% 04/01/2022

22535CDV0

375,000.00

A+

Aa3

4/3/2019

4/4/2019

375,000.00

2.86

5,306.25

375,000.00

382,505.63

SKANDINAV ENSKILDA BANK LT CD
DTD 09/03/2019 1.860% 08/26/2022

83050PDR7

400,000.00

A+

Aa2

8/29/2019

9/3/2019

400,000.00

1.88

578.67

400,000.00

400,554.80

NORDEA BANK ABP NEW YORK CERT
DEPOS
DTD 08/29/2019 1.850% 08/26/2022

65558TLL7

400,000.00

AA-

Aa3

8/27/2019

8/29/2019

400,000.00

1.87

678.33

400,000.00

400,440.40

18,329.28

1,874,947.71

1,898,880.53

1,875,000.00

Security Type Sub-Total

1,874,524.00

2.58

Asset-Backed Security

FORD CREDIT AUTO LEASE TRUST
DTD 09/21/2018 3.300% 02/15/2022

34531LAE0

250,000.00

NR

Aaa

9/18/2018

9/21/2018

249,987.75

3.30

366.67

249,991.38

254,202.38

BMWLT 2018-1 A4
DTD 10/17/2018 3.360% 03/20/2022

05586CAD6

270,000.00

AAA

Aaa

10/10/2018 10/17/2018

269,997.60

3.36

277.20

269,998.32

274,730.45

GMALT 2018-3 A4
DTD 09/26/2018 3.300% 07/20/2022

36256GAE9

250,000.00

AAA

Aaa

9/18/2018

9/26/2018

249,968.15

3.31

252.08

249,976.32

253,357.80

ALLYA 2018-3 A3
DTD 06/27/2018 3.000% 01/15/2023

02007JAC1

375,000.00

AAA

Aaa

6/19/2018

6/27/2018

374,974.35

3.09

500.00

374,981.29

378,337.31

HAROT 2018-4 A3
DTD 11/28/2018 3.160% 01/15/2023

43815AAC6

350,000.00

AAA

Aaa

11/20/2018 11/28/2018

349,947.68

3.17

491.56

349,957.84

356,927.66

VALET 2018-2 A3
DTD 11/21/2018 3.250% 04/20/2023

92869BAD4

330,000.00

AAA

Aaa

11/15/2018 11/21/2018

329,986.14

3.25

327.71

329,988.77

335,647.72
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Portfolio Holdings

Managed Account Detail of Securities Held
Security Type/Description
Dated Date/Coupon/Maturity

CUSIP

Par

S&P
Rating

Moody's
Rating

Trade
Date

Settle
Date

Original
Cost

YTM
at Cost

Accrued
Interest

Amortized
Cost

Market
Value

Asset-Backed Security

GMCAR 2018-3 A3
DTD 07/18/2018 3.020% 05/16/2023

36255JAD6

350,000.00

AAA

NR

7/11/2018

7/18/2018

349,918.38

3.03

440.42

349,937.97

354,653.01

CARMAX AUTO OWNER TRUST
DTD 07/25/2018 3.130% 06/15/2023

14313FAD1

325,000.00

AAA

NR

7/18/2018

7/25/2018

324,955.70

3.36

452.11

324,966.04

330,679.12

NAROT 2018-C A3
DTD 12/12/2018 3.220% 06/15/2023

65478NAD7

350,000.00

AAA

Aaa

12/4/2018

12/12/2018

349,932.94

3.53

500.89

349,944.61

357,885.85

CARMAX AUTO OWNER TRUST
DTD 10/24/2018 3.360% 09/15/2023

14315EAC4

310,000.00

AAA

NR

10/17/2018 10/24/2018

309,997.15

3.36

462.93

309,997.87

317,170.92

GMCAR 2019-1 A3
DTD 01/16/2019 2.970% 11/16/2023

36256XAD4

250,000.00

NR

Aaa

1/8/2019

1/16/2019

249,972.33

2.97

309.38

249,976.23

253,566.13

COMET 2019-A2 A2
DTD 09/05/2019 1.720% 08/15/2024

14041NFU0

750,000.00

AAA

NR

8/28/2019

9/5/2019

749,811.15

1.73

931.67

749,814.56

746,977.28

Security Type Sub-Total

Managed Account Sub Total
Securities Sub-Total
Accrued Interest
Total Investments

4,160,000.00

4,159,449.32

2.98

5,312.62

4,159,531.20

4,214,135.63

37,399,930.29

37,094,651.92

2.41

205,064.88

37,145,841.07

37,730,868.70

$37,399,930.29

$37,094,651.92

$205,064.88

$37,145,841.07

$37,730,868.70

2.41%

$205,064.88
$37,935,933.58

Bolded items are forward settling trades.
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IMPORTANT DISCLOSURES
This material is based on information obtained from sources generally believed to be reliable and available to the public; however, PFM Asset Management LLC cannot guarantee its
accuracy, completeness or suitability. This material is for general information purposes only and is not intended to provide specific advice or a specific recommendation. All statements as
to what will or may happen under certain circumstances are based on assumptions, some, but not all of which, are noted in the presentation. Assumptions may or may not be proven
correct as actual events occur, and results may depend on events outside of your or our control. Changes in assumptions may have a material effect on results. Past performance does
not necessarily reflect and is not a guaranty of future results. The information contained in this presentation is not an offer to purchase or sell any securities.
Dime
Ã Market values that include accrued interest are derived from closing bid prices as of the last business day of the month as supplied by Interactive Data, Bloomberg, or Telerate.
Where prices are not available from generally recognized sources, the securities are priced using a yield based matrix system to arrive at an estimated market value.
Ã

In accordance with generally accepted accounting principles, information is presented on a trade date basis; forward settling purchases are included in the monthly balances, and
forward settling sales are excluded.

Ã

Performance is presented in accordance with the CFA Institute ’s Global Investment Performance Standards (GIPS). Unless otherwise noted, performance is shown gross of fees.
Quarterly returns are presented on an unannualized basis. Returns for periods greater than one year are presented on an annualized basis. Past performance is not indicative of
future returns.

Ã

Bank of America/Merrill Lynch Indices provided by Bloomberg Financial Markets.

Ã

Money market fund/cash balances are included in performance and duration computations.

Ã

Standard & Poorʼs is the source of the credit ratings. Distribution of credit rating is exclusive of money market fund/LGIP holdings.

Ã

Callable securities in the portfolio are included in the maturity distribution analysis to their stated maturity date, although, they may be called prior to maturity.

Ã

MBS maturities are represented by expected average life.
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GLOSSARY

Ã

ACCRUED INTEREST: Interest that is due on a bond or other fixed income security since the last interest payment was made.

Ã

AGENCIES: Federal agency securities and/or Government-sponsored enterprises.

Ã

AMORTIZED COST: The original cost of the principal of the security is adjusted for the amount of the periodic reduction of any discount or premium from the purchase date until the
date of the report. Discount or premium with respect to short-term securities (those with less than one year to maturity at time of issuance) is amortized on a straight line basis.
Such discount or premium with respect to longer-term securities is amortized using the constant yield basis.

Ã

BANKERS’ ACCEPTANCE: A draft or bill or exchange accepted by a bank or trust company. The accepting institution guarantees payment of the bill as well as the insurer.

Ã

COMMERCIAL PAPER: An unsecured obligation issued by a corporation or bank to finance its short-term credit needs, such as accounts receivable and inventory.

Ã

CONTRIBUTION TO DURATION: Represents each sector or maturity range ’s relative contribution to the overall duration of the portfolio measured as a percentage weighting. Since
duration is a key measure of interest rate sensitivity, the contribution to duration measures the relative amount or contribution of that sector or maturity range to the total rate
sensitivity of the portfolio.

Ã

DURATION TO WORST: A measure of the sensitivity of a security ’s price to a change in interest rates, stated in years, computed from cash flows to the maturity date or to the put
date, whichever results in the highest yield to the investor.

Ã

EFFECTIVE DURATION: A measure of the sensitivity of a security’s price to a change in interest rates, stated in years.

Ã

EFFECTIVE YIELD: The total yield an investor receives in relation to the nominal yield or coupon of a bond. Effective yield takes into account the power of compounding on
investment returns, while nominal yield does not.

Ã

FDIC: Federal Deposit Insurance Corporation. A federal agency that insures bank deposits to a specified amount.

Ã

INTEREST RATE: Interest per year divided by principal amount and expressed as a percentage.

Ã

MARKET VALUE: The value that would be received or paid for an investment in an orderly transaction between market participants at the measurement date.

Ã

MATURITY: The date upon which the principal or stated value of an investment becomes due and payable.

Ã

NEGOTIABLE CERTIFICATES OF DEPOSIT: A CD with a very large denomination, usually $1 million or more, that can be traded in secondary markets.

Ã

PAR VALUE: The nominal dollar face amount of a security.
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GLOSSARY
Ã

PASS THROUGH SECURITY: A security representing pooled debt obligations that passes income from debtors to its shareholders. The most common type is the
mortgage-backed security.

Ã

REPURCHASE AGREEMENTS: A holder of securities sells these securities to an investor with an agreement to repurchase them at a fixed price on a fixed date.

Ã

SETTLE DATE: The date on which the transaction is settled and monies/securities are exchanged. If the settle date of the transaction (i.e., coupon payments and maturity
proceeds) occurs on a non-business day, the funds are exchanged on the next business day.

Ã

TRADE DATE: The date on which the transaction occurred; however, the final consummation of the security transaction and payment has not yet taken place.

Ã

UNSETTLED TRADE: A trade which has been executed; however, the final consummation of the security transaction and payment has not yet taken place.

Ã

U.S. TREASURY: The department of the U.S. government that issues Treasury securities.

Ã

YIELD: The rate of return based on the current market value, the annual interest receipts, maturity value, and the time period remaining until maturity, stated as a percentage on
an annualized basis.

Ã

YTM AT COST: The yield to maturity at cost is the expected rate of return based on the original cost, the annual interest receipts, maturity value, and the time period from

purchase date to maturity, stated as a percentage on an annualized basis.
Ã

YTM AT MARKET: The yield to maturity at market is the rate of return based on the current market value, the annual interest receipts, maturity value, and the time period

remaining until maturity, stated as a percentage on an annualized basis.
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December 5, 2019
Board of Directors Meeting

WORKERS’ COMPENSATION PROGRAMS CLAIMS AUDIT REPORT
SUMMARY: Presented is the Workers’ Compensation Program claims audit report for
review. This audit was performed on behalf of LAWCX and included a review of 77
active indemnity files. The report concludes PARSAC members are receiving quality
claims administration services from LWP and York.
RECOMMENDATION: Receive and file.
DISCUSSION: Farley Consulting Services conducted a limited audit of PARSAC’s
files to ensure claims handling practices are in compliance with LAWCX’s guidelines
and industry standards. The audit included interviews with supervisors and reviewing
claims handled by LWP and York (Rancho Cucamonga, Rancho Fire District, and
Watsonville) with incurred losses of $150,000 or more.
Overall, the audit concludes that LWP and York are providing good claims
administration services to PARSAC and its members. Workers’ Compensation files are
organized and well documented, all claims are thoroughly investigated, and payments are
delivered timely.
Other observations/suggestions include:
 Both administrators are sufficiently staff with each adjuster’s indemnity caseload
is below LAWCX’s guideline of 175 claims (PARSAC’s guideline is 140). The
future medical caseload for one member did not comply with LAWCX’s
requirement of 200 and this has been adequately addressed.
 Supervision on the account is adequate, effective and ongoing.
 The reserves established on all claims reviewed were adequate except one claim
required a reserve adjustment and reserves for one claim was miscategorized.
 Sixty-two claims reviewed involved litigation. Members are receiving good
litigation defense. Litigation activity is appropriate and well managed.
 Claims were properly investigated, timely contact was made with the injured
employee, witness interviewed, relevant investigation reports obtained, and field
investigation was appropriately conducted.
 Both LWP’s and York’s claims data systems are effectively documenting the
examiners’ activities. However, there were some deficiencies on five files where
the file notes did not document the rationale for reserves and there was no
documentation for claim denial.
Staff and LAWCX reviewed and discuss the audit report with LWP and York and all
issues identified have been addressed and corrected.

December 5, 2019
Board of Directors Meeting

FISCAL IMPLICATION: Effective and efficient claims administration has significant
impact on pool expenses. Although the audit represented a sample size of the pool’s
claim inventory, it appears the claims are well-managed, and this should have positive
long-term impact on the Program. The audit report was paid by LAWCX.
ATTACHMENT: Audit report by Tim Farley.

May 8, 2019
Mr. Kin Ong
PARSAC
1525 Response Road, #1
Sacramento, CA 95815
by email:

kong@parsac.org
eyoung@parsac.org

LAWCX-Workers’ Compensation Claims Audit – 2019
Public Agency Risk Sharing Authority of California (PARSAC)
Dear Mr. Ong:

Enclosed is the report of the recent audit of workers’ compensation claims for the Public Agency Risk
Sharing Authority of California (PARSAC) performed as part of the biennial review of members of the
LAWCX pool. This report presents PARSAC’s specific findings.

Seventy-seven claims were reviewed. This report combines the evaluation of the following member cities
and their respective administrator. The number of claims reviewed for each member is in parentheses:

LWP
•
•

Pacific Grove (2)
PARSAC pool (31)

York (Rancho Cucamonga)
•
•

Rancho Cucamonga (5)
Rancho Cucamonga FPD (4)

York (Roseville)
•

Watsonville (35)

Thank you for the opportunity to submit this report.
Sincerely,

Timothy P. Farley, CPCU
President
Encl.

2311 Birdie Street Oceanside, CA 92056 Ph: 760.533.3439 Fax: 760.722.1760 farleyconsulting@cox.net

An Independent Claims Management Consulting Firm

Workers’ Compensation
Claims Audit – 2019
for

Public Agency Risk Sharing
Authority of California (PARSAC)
LAWCX

May 8, 2019

2311 Birdie Street ∼ Oceanside, CA 92056
Phone: 760.533.3439 ∼ Fax: 760.722.1760
farleyconsulting@cox.net

An Independent Claims Management
Consulting Firm

May 8, 2019
Mr. Kin Ong
Public Agency Risk Sharing Authority of California
1525 Response Road, #1
Sacramento, CA 95815

LAWCX-Workers’ Compensation Claims Audit – 2019

This report summarizes the results of an audit of workers’ compensation claims for the Public Agency
Risk Sharing Authority of California (PARSAC). FCS reviewed 77 active indemnity claims occurring since
PARSAC joined the LAWCX program on 7/1/93, although the coverage period for some members is
condensed within that period. Only claims occurring since the particular city was a PARSAC member were
considered. All claims with incurred costs of $150,000 or more occurring within the PARSAC membership
period were reviewed.

The review was conducted between 4/23/19 and 4/30/19 via remote access to the claims information
systems of the various administrators.
The project includes:
1.

2.

3.

4.

5.

Discussions with Ms. Dorienne Zumwalt, Mr. Jeff Ponta, and Ms. Amber Abella of York
throughout the audit process.

Discussions with Ms. Amber Davis, Mr. Scott Williams, and Ms. Katherine Nelms of LWP
throughout the audit process.

Presentation of audit findings to representatives of all administrators via separate
teleconferences at the conclusion of each specific audit.

Comparison of PARSAC claims handling performance with similar California public pooling
entities.
Evaluation of each administrator’s compliance with specific claims handling standards for
LAWCX claims.

FCS appreciates the opportunity to complete this important project for PARSAC.
Respectfully submitted,

FARLEY CONSULTING SERVICES
by

Timothy P. Farley, CPCU
President

2311 Birdie Street Oceanside, CA 92056 Ph: 760.533.3439 Fax: 760.722.1760 farleyconsulting@cox.net

An Independent Claims Management Consulting Firm
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Executive Summary

Separate scoring summaries for each administrator are provided, but other elements of this report
present combined findings for PARSAC with the involved administrator designated.

The audit of 77 open claims finds general compliance with LAWCX claims administration standards
unique to the handling of LAWCX member claims and with accepted industry standards utilized by
FCS when assessing administrator competence. Minor deficiencies are identified for all three
administrators, but FCS concludes that LWP and both York offices are providing competent claims
administration services to PARSAC.
FCS provides the following observations and recommendations based on this audit:
1.

2.
3.
4.

5.
6.
7.

All three administrators are adequately staffed to handle the PARSAC account. PARSAC
claims are handled by two LWP examiners and two York examiners. Indemnity
caseloads (including assignments for other administrator clients) are below the
allowable maximum of 175 for both indemnity examiners.

Only one claim (City of Watsonville) reviewed requires reserve adjustment. Another
Watsonville claim houses a reserve in the wrong category. Both claims are discussed in
Exhibit 4 on page 8.

Benefit level calculations are accurate for all 77 claims. The calculations are clearly
documented in the respective information systems. A majority of the claims reviewed
had been resolved before these audits. No payment accuracy deficiencies are identified.

Investigation is thorough on all of the claims reviewed. Roughly 60% of the claims
reviewed are open for future medical care only. Most investigation on these claims has
been completed for some time. One Watsonville claim involved subrogation pursuit.
Subrogation pursuit is appropriate on this claim.

Sixty-two of the claims reviewed involve some degree of litigation. Litigation
management is effective on all 60 claims. No litigation management deficiencies are
identified.

The claims reviewed generally comply with accepted claims handling standards for
diary review. Two Rancho Cucamonga FPD (York-Rancho Cucamonga) claims exhibit
deficiencies. These claims are discussed on page 10. The deficiency on one of these
claims is not attributable to York.

All claims documentation was observed via access to the administrators’ respective
information systems (York-Claims Connect; LWP-Origami). Both systems are, generally,
capturing vital administration documentation. Still, several claims exhibit deficiencies.
Those claims are discussed in Exhibit 5 on page 11.
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Supervision is effective at all three administrators. Daily activity notes for PARSAC
claims exhibit consistent supervisory instruction and evaluation. No supervisory
deficiencies are identified.

All claims reviewed were reportable to PARSAC. Thirty-eight of these were also
reported to the LAWCX administrator. The audit identifies no deficiencies among any of
the administrators pertaining to excess reporting timeliness.

These and other elements of this study are discussed in more detail in the remainder of this report.
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Exhibit 1 – Workers’ Compensation Audit Scoring Summary (LWP)
Audit Category (Pacific Grove; PARSAC Pool)
Critical Claim Audit Areas

2019 Audit Score

Contact with injured worker*

100%

Contact with member

100%

Diary systems: how often are claims reviewed?*

100%

Documentation/explanation of claim handling activities*

95%

Planning, direction, and follow-up

100%

Medical direction and control*

100%

Handling permanent disability issues

100%

Settlement of claims and closure efforts*

100%

Organization and claim data clarity

95%

Direction of Special Issues and Control of Vendors
Litigation direction and management*

100%

Rehabilitation/SJDB direction and management

100%

Investigation and subrosa activity*

100%

Subrogation identification and management

100%

Excess insurance identification and management

100%

Excess insurance identification and reporting

100%

Financial Accountability
Reserve adequacy and accuracy*

100%

Medical payment processing

100%

Indemnity payments processed accurately*

100%

Claim activity notes reconcile with claim data*

95%

Reconciling or “balancing” the claim data

100%

Aggregate Scoring – Weighted
The overall score achieved by LWP is 98.3%. This score applies additional significance to categories
marked with an asterisk (*) (weighted averaging). Those marked categories compose 75% of the
scoring impact.
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Exhibit 2 – Workers’ Compensation Audit Scoring Summary
(York – Rancho Cucamonga)
Audit Category (Rancho Cucamonga; Rancho Cucamonga FPD)
Critical Claim Audit Areas

2019 Audit Score

Contact with injured worker*

100%

Contact with member

100%

Diary systems: how often are claims reviewed?*

85%

Documentation/explanation of claim handling activities*

90%

Planning, direction, and follow-up

90%

Medical direction and control*

100%

Handling permanent disability issues

100%

Settlement of claims and closure efforts*

85%

Organization and claim data clarity

92%

Direction of Special Issues and Control of Vendors
Litigation direction and management*

100%

Rehabilitation/SJDB direction and management

100%

Investigation and subrosa activity*

100%

Subrogation identification and management

(n/a)

Excess insurance identification and management

100%

Excess insurance identification and reporting

100%

Financial Accountability
Reserve adequacy and accuracy*

100%

Medical payment processing

100%

Indemnity payments processed accurately*

100%

Claim activity notes reconcile with claim data*

92%

Reconciling or “balancing” the claim data

100%

Aggregate Scoring – Weighted
The overall score achieved by York – Rancho Cucamonga is 96.7%. This score applies additional
significance to categories marked with an asterisk (*) (weighted averaging). Those marked
categories compose 75% of the scoring impact.

A limited number of claims administered by the York-Rancho Cucamonga office were reviewed.
PARSAC should consider that deficient handling in any category could inordinately reduce the
calculated score.
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Exhibit 3 – Workers’ Compensation Audit Scoring Summary (York – Roseville)
Audit Category (Watsonville)
Critical Claim Audit Areas

2019 Audit Score

Contact with injured worker*

100%

Contact with member

100%

Diary systems: how often are claims reviewed?*

100%

Documentation/explanation of claim handling activities*

100%

Planning, direction, and follow-up

100%

Medical direction and control*

100%

Handling permanent disability issues

100%

Settlement of claims and closure efforts*

100%

Organization and claim data clarity

95%

Direction of Special Issues and Control of Vendors
Litigation direction and management*

100%

Rehabilitation/SJDB direction and management

100%

Investigation and subrosa activity*

100%

Subrogation identification and management

(n/a)

Excess insurance identification and management

100%

Excess insurance identification and reporting

100%

Financial Accountability
Reserve adequacy and accuracy*

90%

Medical payment processing

100%

Indemnity payments processed accurately*

100%

Claim activity notes reconcile with claim data*

95%

Reconciling or “balancing” the claim data

100%

Aggregate Scoring – Weighted
The overall score achieved by York – Roseville is 98.9%. This score applies additional significance
to categories marked with an asterisk (*) (weighted averaging). Those marked categories compose
75% of the scoring impact.
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Audit Results

Background

The Local Agency Workers’ Compensation Excess (LAWCX) Joint Powers Authority directed Farley
Consulting Services, LLC (FCS) to audit the claims administration of its excess workers’ compensation
program to determine the efficiency, effectiveness, and consistency of claims administration services and
the accuracy of loss experience reports.

Pursuant to LAWCX’s Joint Exercise of Powers Agreement, each LAWCX member must have its claims
audited at least every 2 years. The last audit of PARSAC claims was conducted in June 2017.

FCS was directed to review claims with incurred costs of $150,000 or more that occurred since PARSAC
joined LAWCX in 7/1/93. Some individual PARSAC members were part of LAWCX for shorter periods. Only
claims occurring during the LAWCX coverage period were considered.
LWP assumed handling of Pacific Grove claims on 7/1/16. Two York offices administer claims for the
remainder of the PARSAC members audited here. All three administrators were audited.

This audit seeks to assure PARSAC and LAWCX that both administrators are providing effective claims
administration service in compliance with California workers’ compensation statutory guidelines and
service requirements unique to the LAWCX program.

B.

Claims Handling Analysis

This section of the report discusses specific elements of workers’ compensation claims handling.
Recommendations for improvement are incorporated into the discussion of each element.

1.

Staffing/Caseloads

The allowable maximum open indemnity caseload is 175. This maximum considers that each indemnity
examiner will assume, as part of the 175-file caseload, approximately 20 to 30 future medical only claims.
Future medical only examiners can maintain a caseload up to 200.
PARSAC claims are administered by the following personnel:
LWP:

York:

Pacific Grove, PARSAC pool:
Jennifer Adams, Senior Examiner
117 total claims
Elizabeth Almeida, Senior Examiner
142 total claims
Ellen Carey Claim Assistant
14 total claims
Rancho Cucamonga FPD; Rancho Cucamonga; Watsonville:
Priscilla Mezagodinez, Senior Examiner
149 indemnity claims
Jessica Masciel, Future Medical/Medical Only Examiner
210 future medical and medical only claims

The future medical only caseloads do not comply with the allowable maximum of 200.
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Accuracy of Case Reserves

PARSAC claim reserves should anticipate:
•

Information contained in Form 5020 (Employer’s Report of Occupational Injury or Illness)

•

Information contained in Form 5021 (Physician’s First Report of Injury or Illness)

•

Anticipated temporary disability (TD) benefits

•

Anticipated medical costs

•

Employee’s wage information

•

Anticipated vocational rehabilitation (VR) benefits

•

Anticipated permanent disability (PD) benefits
Consideration of Labor Code 4850 benefits

•
•

Life expectancy and average annual medical costs for future medical claims

•

Anticipated legal expense

•

Injury history information obtained through The Index System, a nationwide database
subscribed to by York

•

Other related injuries (apportionment)

•

Incorporation of ACOEM guidelines

One City of Watsonville (York – Roseville) claim requires reserve adjustment. Another has a reserve that is
established in the wrong category. Exhibit 4 discusses both claims.

3.

Payments/Settlements

This category evaluates:
•

•
•

The accuracy of calculation and distribution of temporary disability benefits.

The accuracy of calculation and distribution of permanent disability benefits.

The reasonableness and accuracy of stipulated settlement or compromise and release
resolutions.
The audit identified no benefit calculation errors. No deficiencies are identified. A significant number of the
claims reviewed had already been resolved prior to this audit. In most of those instances, the only
remaining issue is the processing and paying of future medical benefits.
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Exhibit 4 – Reserve Analysis
Current
Outstanding
Reserve

Recommended
Outstanding
Reserve*

CYWA-556187
(City of Watsonville)

$22,444 (medical)

$50,000 (medical)

CYWA-523743
(City of Watsonville)

n/a

n/a

Claim No.

Comments
The employee, a firefighter, sustained cardio-related
injuries. There is some indication the employee may
require open heart surgery. Undoubtedly, significant
recovery and prescription medication costs will be
generated if this occurs.
The employee’s job description does not qualify him for
Labor Code 4850 benefits. Yet, $980 is recorded as paid
in this category. It’s likely that amount should have been
included in the permanent disability category.

*Reserve recommendations are based on the review of files for similar municipal entities in
California.

FARLEY CONSULTING SERVICES

Workers’ Compensation Claims Audit – 2019
Public Agency Risk Sharing Authority of California (PARSAC)

4.

9

Quality of Investigation

Proper investigation for PARSAC workers’ compensation claims includes:
•

Making prompt contact with the injured employee and witnesses (48 hours from York’s
receipt of loss notice).

•

Verifying that the injury is work related.

•

Securing injury history through use of The Index System.

•

Canvassing for possible witnesses to the industrial accident.

•

Obtaining recorded or written statements regarding the incident from injured
employees or witnesses when possible.

•

Follow-up contact with medical providers to gain a clear understanding of the severity
of the injury and the anticipated duration of disability.

•

Obtaining police accident reports when the industrial injury is the result of a traffic
accident.

•

Obtaining updated wage information to accurately calculate benefits.

•

Identifying claims with rehabilitation potential and effectively monitoring rehabilitation
progress.

•

Timely assignment of field investigation to independent contractors when necessary.

•

Identification and pursuit of other parties responsible for the injury (subrogation).

All three administrators are consistently complying with these investigation criteria. No
investigation deficiencies are identified. One of the claims reviewed involves subrogation. That
claim is administered by LWP. LWP identified the subrogation potential and pursued recovery
appropriately.

5.

Litigation Management

Sixty of the claims reviewed involved some element of litigation. Litigation was inactive on more
than half of these, because the claim had been resolved. Litigation activity undertaken by defense
counsel is appropriate. Requests for authority to proceed with particular activity made by counsel
were responded to quickly. Material for all claims confirms timely status updates from defense
counsel.
No litigation management deficiencies are identified.
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Diary/Case Closure

Industry standards require that active indemnity claims generate and document some adjustor
activity every 30 to 45 days. Cases similar to those reviewed for this project that have been settled
by stipulated award in which the only remaining issue is future medical care can maintain an
extended diary (180 days is acceptable). The following minimum activity should take place and be
documented in the case file for all open active indemnity claims:
•

A reassessment of the accuracy of case reserves

•

Response to any inquiries from the applicant’s attorney

•

Response to any inquiry or comment made by defense counsel

•

Response to any mail received since the previous diary review

•

Identification and response to any evidence of discharge medical information or
permanent and stationary status

Two Rancho Cucamonga Fire Protection District (York-Rancho Cucamonga) claims exhibit
deficiencies:
•

RCFE-0006 – York submitted a settlement authority request (SAR) on 3/2/18. The
request had not been responded to as of the day of this review (4/22/19). This
deficiency cannot be attributed to York.

•

7.

RCFE-0039 – The last claim management review (CMR) was completed on 1/14/19.
CMRs should be completed every 3 months.

Claim Data Organization and Documentation Clarity

All material reviewed for this audit was observed via access to each administrator’s information
system (York-Claims Connect; LWP-Origami).

Logical claim data organization is extremely important on workers’ compensation claims. These
claims can generate a great deal of medical and employment-related documentation. The adjustor’s
ability to properly handle a claim is directly related to his or her ability to assimilate this data and
competently assess compensability, duration of benefit disbursement, and value of final PD
settlement.

Both systems are efficiently capturing vital daily administrative activity. Still, 5 claims exhibit
deficiencies. Those claims are discussed in Exhibit 5.

8.

Supervision

FCS concludes that supervisory activity of all three administrators complies with industry
standards. Supervisory instructional notes are consistently documented to the respective
information systems.

9.

Excess Reporting

All of the claims reviewed qualify for excess reporting to PARSAC. Thirty-eight of these were also
reported to the LAWCX administrator. All of claims were reported to the appropriate excess
provider timely. No excess reporting deficiencies are identified.
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Exhibit 5 – PARSAC Information System/Documentation Analysis
Claim No.

Comments

CYWA-556174
(City of Watsonville;
York – Roseville)

The most recent CMR provides no rationale/calculation for the current outstanding
medical reserve.

RCFE-0006
(Rancho Cucamonga FPD;
York – Rancho Cucamonga)

CMRs and claim activity notes provide no clear calculation/rationale for the medical
reserve.

RCFE-0045
(Rancho Cucamonga FPD;
York – Rancho Cucamonga)

This claim was received by York on 10/15/18. There is no documented CMR.
There Is some indication the claim may have been denied, but no copy of the
denial letter was observed.

CRAJ-000373
(City of Rancho Cucamonga;
York – Rancho Cucamonga)

This claim is open for future medical only. The most recent CMR provides no
calculation or rationale for the current outstanding medical reserve.

SAC 0000170748
(City of Yucaipa; LWP)

This claim is open for future medical only. There is no documented
rationale/calculation for the current outstanding medical reserve.
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Open Claims
Claimant
Claim No.
Watsonville – York (Roseville)
1. Avila, David (Ernest)
CYWA-524034
2. Baker, John
CYWA-524683
3. Barrett, William
CYWA-555876
4. Barrett, William
CYWA-555982
5. Bella, Sandra
CYWA-524770
6. Calderon, Angel
CYWA-556009
7. Chagnon, Bradley
CYWA-555911
8. Ciglar, Michael
CYWA-523251
9. Colvin Hernandez, Craleen
CYWA-523576
10. Corral, Tomas
CYWA-552834
11. Fernandez, Rogelio
CYWA-524039
12. French, Donald
CYWA-523380
13. Gluhan, Edward
CYWA-549118
14. Ibarra, Francisco
CYWA-532992
15. Kliewer, Kraig
CYWA-555989
16. Lopez, Domingo
CYWA-523743
17. Martinez, Arthur
CYWA-524807
18. Martinez, Martin
CYWA-556174
19. Martorella, John
CYWA-556090
20. Martorella, John
CYWA-555961
21. McClain, Erskine
CYWA-555988
22. McCollum, Matthew
CYWA-555981
23. Montes, Robert
CYWA-524305
24. Nakamoto, Steven
CYWA-549774
25. Orlandos, Russell
CYWA-530895
26. Pisturino, Jarrod
CYWA-556068
27. Robertson, Robert
CYWA-556118
28. Robles, Henry
CYWA-553386
29. Ryan, Robert
CYWA-556187
30. Santana, Eddie
CYWA-556061
31. Tapiz, Fernando
CYWA-555074
32. Tol, Sjon
CYWA-523577
33. Trujillo Cardozo, Juan
CYWA-556006
34. Uretsky, Ely
CYWA-556042
35. Valencia, Ignacio
CYWA-523722
Rancho Cucamonga – York (Rancho Cucamonga)
1. Bobeda, Lydia
CRAD 000086
2. Glenn, Willie
CRAD 000087
3. Herron, Shannon
CRAA-000001
4. Kalfell, Mark
CRAJ-000373
5. Schneiderwen, Karen
CRAB-000006
Rancho Cucamonga FPD – York (Rancho Cucamonga)
1. Berch, David
RCFE-0002
2. Campbell, Steven
RCFE-0006
3. Jerkins, Patrick
RCFE-0039
4. Loncar, Philip
RCFE-0045

Claimant
LWP (PARSAC Pool)
1. Bishop
2. Borden
3. Bosson
4. Breiner
5. Clark
6. Clausen
7. Durham
8. Groman
9. Kohagen
10. Lain
11. Macias
12. Macias
13. Marksbury
14. Morais plosser
15. Mosqueda
16. Murehead
17. Murphy olesen
18. Napier
19. Napier
20. Nowlin
21. Olesen
22. Orozco
23. Ray
24. Reno
25. Rodriguez
26. Sandoval
27. Sims
28. Van Dyk
29. Veach
30. Wayshak
31. Wolverton
Pacific Grove – LWP
1. Fasulo, Alfred
2. Hale, Kathleen
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Claim No.
SAC0000170732
SAC0000170609
SAC0000180963
SAC0000170710
SAC0000180997
SAC0000170629
SAC0000170665
SAC0000170748
1892500101
SAC0000184811
SAC0000170714
SAC0000170637
SAC0000170605
SAC0000170706
SAC0000170671
SAC0000170716
SAC0000170752
SAC0000170694
SAC0000170739
SAC0000170763
SAC0000170652
SAC0000180233
SAC0000170658
SAC0000170743
SAC0000170745
SAC0000170778
SAC0000180169
1892500041
SAC0000170646
SAC0000180993
SAC0000170720
SAC0000175497
SAC0000176150

December 5, 2019
Board of Directors Meeting

SUPPLEMENTAL LIABILITY ACTUARIAL REPORT

SUMMARY: The actuary has completed a supplemental analysis of the Liability loss data at
June 30, 2019. Due to adverse loss development caused by a handful of large claims, outstanding
liabilities increased $2,715,715, resulting in a reduction of program surplus. Overall, the
Liability Program remains well funded above the 90% confidence level.
RECOMMENDATION: Ratify.
DISCUSSION: The actuary completes an analysis of the Liability program based on loss data at
September 30, 2018 and projects losses through June 30, 2019. A supplemental review of loss
data is conducted at the end of the fiscal year based on actual claims activity and the actuary
provides an updated analysis of the program’s ultimate losses and outstanding liabilities.
In this supplemental analysis, the actuary has determined that the outstanding liabilities for the
Liability program increased $2,715,715 (EPL and non EPL claims) to $9,744,425 at expected,
due to adverse loss development on several large claims. Ultimate losses increased $1,546,089
and incurred losses increased $1,520,886, while paid losses decreased $1,216,597. Due to an
increase in outstanding liabilities, program surplus decreased to $14,445,945 at expected
(previous estimate $17,161,660) and $10,275,332 (previously $14,153,372) at the 90%
confidence level.
FISCAL IMPLICATION: Due to the Board’s conservative fiscal funding philosophy, the
Liability program remains well-funded above the 90% confidence level with sufficient surplus to
absorb this recent adverse loss development.
ATTACHMENT: Supplemental Liability Actuarial Report

Actuarial Review of the Self-Insured
Liability Program
Outstanding Liabilities as of June 30, 2019

Presented to

PARSAC

August 21, 2019 - DRAFT

DRAFT

Wednesday, August 21, 2019
Mr. Kin Ong
General Manager
Public Agency Risk Sharing Authority of California
1525 Response Road, Suite 1
Sacramento, CA 95815
Re:

Actuarial Update of the Self-Insured Liability Program

Dear Mr. Ong:
As you requested, we have updated our review of the Public Agency Risk Sharing
Authority of California’s self-insured liability program (PARSAC), based upon actual loss
experience through June 30, 2019. This report documents our estimates of ultimate loss
and the resulting outstanding liabilities for the program including employment practices
liability claims.
We estimate the program’s expected liability for outstanding claims to be $9,744,425 as
of June 30, 2019, an increase of $2,715,715 from our initial estimate. This figure
includes loss and loss adjustment expenses, and is discounted for investment income at
1.5%. Of this amount, $8,913,206 is for general and auto liability, $81,846 is for
employment practices liability, and $749,373 is for unallocated loss adjustment
expenses.
A summary of the outstanding liabilities as of June 30, 2019 is as follows:

General and Auto
Employment Practices
ULAE
Total

Undiscounted

Discounted

$9,124,625

$8,913,206

83,270

81,846

767,148

749,373

$9,975,043

$9,744,425

The $9,744,425 estimate is the minimum liability to be booked by PARSAC as of June
30, 2019 in accordance with Governmental Accounting Standards Board (GASB)
Statement #10. GASB #10 requires PARSAC to accrue a liability on its financial
statements for the ultimate cost of claims and expenses associated with all reported and
unreported claims, including ALAE and ULAE. GASB #10 does not prohibit the
discounting of losses to recognize investment income.

180 Promenade Circle, Suite 300, Sacramento, CA 95834 • (916) 244-1160 • www.bickmoreactuarial.net
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Our conclusions regarding the Authority’s liability for unpaid loss and loss adjustment
expenses (LAE) at June 30, 2019 are summarized in the table below.
Public Agency Risk Sharing Authority of California
Self-Insured Liability Program
Estimated Liability for Unpaid Loss and LAE
at June 30, 2019
Expected

Marginally
Acceptable
70% CL

$9,124,625

$10,237,830

$10,739,684

$12,062,755

$13,029,965

767,148

860,740

902,933

1,014,170

1,095,487

(229,194)

(257,156)

(269,762)

(302,995)

(327,289)

Discounted Loss and
LAE

$9,662,579

$10,841,414

$11,372,856

$12,773,930

$13,798,163

EPL Discounted Loss
and LAE

81,846

91,831

96,332

108,200

116,875

Total Discounted Loss
and LAE

$9,744,425

$10,933,245

$11,469,188

$12,882,129

$13,915,038

Available Funding

24,190,370

24,190,370

24,190,370

24,190,370

24,190,370

$14,445,945

$13,257,125

$12,721,182

$11,308,241

$10,275,332

Loss and ALAE
ULAE
Investment Income

Surplus

Recommended Range
Low
High
75% CL
85% CL

Conservative
90% CL

Of the $9,744,425 of discounted outstanding liabilities as of June 30, 2019, $4,227,270
can be considered short-term liabilities and $5,517,154 can be considered long-term
liabilities.
Our current evaluation should be viewed as an update, or supplement to our most
recent actuarial review of PARSAC’s self-insured liability program (as documented in
our February 28, 2019 report.) As such the limitations and conditions described in that
report also apply to the estimates presented in this report.
For this report we were provided with a detailed claims listing showing pool paid and
incurred losses as of June 30, 2019, which appears to be accurate and consistent with
that provided for the prior study. This listing was provided on a claimant basis and we
aggregated the claims to an occurrence basis.
In developing this update, we have taken an actual-versus-expected approach to
revising our ultimate loss estimates. We compared actual loss emergence since our
prior report to our expectation, and adjusted our estimated ultimates accordingly. It
should be noted that a more detailed analysis may have produced different estimates.
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We appreciate the opportunity to be of service to PARSAC in preparing this report.
Please feel free to call Becky Richard at (916) 244-1183, Mike Harrington at (916) 2441162 or David Kim at (916) 244-1166 with any questions you may have concerning this
report.
Sincerely,
Bickmore Actuarial
DRAFT
Becky Richard, ACAS, MAAA
Senior Actuarial Manager, Bickmore Actuarial
Associate, Casualty Actuarial Society
Member, American Academy of Actuaries
DRAFT
Mike Harrington, FCAS, MAAA
President and Principal, Bickmore Actuarial
Fellow, Casualty Actuarial Society
Member, American Academy of Actuaries
DRAFT
David Kim, MA
Senior Actuarial Analyst, Bickmore Actuarial
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Actual Versus Expected Incurred Loss Development
In the tables below we display actual versus expected development of incurred losses
and ALAE by accident year between the 9/30/2018 evaluation date and the 6/30/2019
evaluation date.
Non-EPL
Actual Versus Expected Incurred Loss and ALAE
Between 9/30/18 and 6/30/19
Year
2009-10
2010-11
2011-12
2012-13
2013-14
2014-15
2015-16
2016-17
2017-18
2018-19
Totals

Expected
Incurred*

Actual
Incurred

Difference

$0
3,258
1,604
12,705
11,162
16,803
18,429
321,815
491,000
600,000

$0
0
37,599
19,391
(16,955)
240,005
553,365
1,304,610
741,097
96,941

$0
(3,258)
35,995
6,686
(28,117)
223,202
534,936
982,795
250,097
(503,059)

$1,476,776

$2,976,053

$1,499,277

Based on the assumptions from the prior report, it was expected that incurred losses
would increase by $1,476,776 between the two evaluation dates. However, actual
development was $2,976,053; or $1,499,277 more than expected.
EPL
Actual Versus Expected Incurred Loss and ALAE
Between 9/30/18 and 6/30/19
Year

Expected
Incurred*

Actual
Incurred

Difference

2009-10
2010-11
2011-12
2012-13
2013-14
2014-15
2015-16
2016-17
2017-18
2018-19

$0
0
23
409
352
221
6,979
10,657
1,140
4,973

$0
0
0
0
0
0
0
0
6,363
40,000

$0
0
(23)
(409)
(352)
(221)
(6,979)
(10,657)
5,223
35,027

Totals

$24,754

$46,363

$21,609

* From Exhibit 3, Column (E) of February 28, 2019 Actuarial Report

Based on the assumptions from the prior report, it was expected that incurred losses
would increase by $24,754 between the two evaluation dates. However, actual
development was $46,363; or $21,609 more than expected.
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Actual Versus Expected Paid Loss Development
In the tables below we display actual versus expected development of paid losses and
ALAE by accident year between the 9/30/2018 evaluation date and the 6/30/2019
evaluation date.
Non-EPL
Actual Versus Expected Paid Loss and ALAE
Between 9/30/18 and 6/30/19
Year
2009-10
2010-11
2011-12
2012-13
2013-14
2014-15
2015-16
2016-17
2017-18
2018-19
Totals

Expected
Paid*

Actual
Paid

Difference

$0
7,053
1,129
8,754
10,740
237,423
559,472
740,107
237,188
64,372

$0
0
37,599
19,699
(16,955)
(28,966)
419,699
28,793
145,915
57,072

$0
(7,053)
36,470
10,945
(27,695)
(266,389)
(139,773)
(711,314)
(91,273)
(7,301)

$1,866,238

$662,856

($1,203,382)

Based on the assumptions from the prior report, it was expected that paid losses would
increase by $1,866,238 between the two evaluation dates. However, actual
development was $662,856; or $1,203,382 less than expected.
EPL
Actual Versus Expected Paid Loss and ALAE
Between 9/30/18 and 6/30/19
Year

Expected
Paid*

Actual
Paid

Difference

2009-10
2010-11
2011-12
2012-13
2013-14
2014-15
2015-16
2016-17
2017-18
2018-19

$0
0
23
224
297
234
8,341
10,187
5,865
1,994

$0
0
0
0
0
0
0
0
3,004
10,946

$0
0
(23)
(224)
(297)
(234)
(8,341)
(10,187)
(2,861)
8,952

Totals

$27,165

$13,950

($13,215)

* From Appendix G, Middle Column of February 28, 2019 Actuarial Report

Based on the assumptions from the prior report, it was expected that paid losses would
increase by $27,165 between the two evaluation dates. However, actual development
was $13,950; or $13,215 less than expected.
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Change in Ultimate Losses
The tables below display the change in estimates of the program’s ultimate loss and
ALAE by accident year.
Non-EPL
Change in Ultimate Loss and ALAE
Year
2009-10
2010-11
2011-12
2012-13
2013-14
2014-15
2015-16
2016-17
2017-18
2018-19
Totals

Prior
Ultimate*

Current
Ultimate

Change

$899,787
3,260,945
805,014
2,575,664
1,282,908
1,374,225
2,832,169
2,580,731
2,118,063
2,299,001

$899,787
3,257,687
841,009
2,582,350
1,254,791
1,597,427
3,367,105
3,563,526
2,282,818
1,919,882

$0
(3,258)
35,995
6,686
(28,117)
223,202
534,936
982,795
164,755
(379,119)

$20,028,507

$21,566,382

$1,537,875

EPL
Change in Ultimate Loss and ALAE
Year
2009-10
2010-11
2011-12
2012-13
2013-14
2014-15
2015-16
2016-17
2017-18
2018-19
Totals

Prior
Ultimate*

Current
Ultimate

Change

$0
7,878
12,079
48,710
30,709
5,538
21,277
22,341
22,512
26,592

$0
7,878
12,056
48,301
30,000
5,317
14,298
11,684
27,735
48,581

$0
0
(23)
(409)
(709)
(221)
(6,979)
(10,657)
5,223
21,989

$197,636

$205,850

$8,214

* From Exhibit 3, Column (A) of February 28, 2019 Actuarial Report

As shown, overall we have increased our estimated ultimates since our initial report.
The more than anticipated non-EPL incurred loss development mentioned above
translates to an increase in our estimates of ultimate losses. The changes by accident
year generally track well with the actual versus expected incurred loss development.
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Change in Outstanding Losses
The tables below display the change in estimates of the program’s outstanding loss and
LAE liabilities by accident year, based upon revisions to selected ultimate losses and
paid loss emergence since our initial report.
Non-EPL
Change in Discounted Outstanding Loss and LAE
Year

Prior
Outstanding*

Current
Outstanding

Change

2009-10
2010-11
2011-12
2012-13
2013-14
2014-15
2015-16
2016-17
2017-18
2018-19

$0
0
1,421
16,046
17,218
381,734
751,518
1,775,537
1,604,747
2,416,381

$0
4,114
865
10,981
16,220
890,463
1,445,470
3,519,980
1,824,350
1,950,136

$0
4,114
(556)
(5,065)
(998)
508,729
693,952
1,744,443
219,603
(466,245)

Totals

$6,964,603

$9,662,579

$2,697,976

EPL
Change in Discounted Outstanding Loss and LAE
Year

Prior
Outstanding*

Current
Outstanding

Change

2009-10
2010-11
2011-12
2012-13
2013-14
2014-15
2015-16
2016-17
2017-18
2018-19

$0
0
23
377
650
556
19,433
20,435
15,586
6,048

$0
0
0
0
0
381
14,073
11,517
18,983
36,893

$0
0
(23)
(377)
(650)
(175)
(5,360)
(8,918)
3,397
30,845

Totals

$64,107

$81,846

$17,739

* From Appendix I , Page 1 of February 28, 2019 Actuarial Report, adjusted to include ULAE.

As shown, outstanding claims liabilities for loss and LAE have increased by $2,697,976
for non-EPL claims and increased by $17,739 for EPL claims. Overall, the program’s
outstanding claims liabilities for loss and LAE have increased by $2,715,715 since our
initial report. This is driven by adverse loss development in the 2014-15 through 201718 years and less than anticipated paid losses since the prior report.
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Exhibit 1-1

PARSAC - General Liability (Non-EPL)
Estimated Outstanding Liabilities for Unpaid Loss and LAE
As of June 30, 2019

Year

1996-1997
1997-1998
1998-1999
1999-2000
2000-2001
2001-2002
2002-2003
2003-2004
2004-2005
2005-2006
2006-2007
2007-2008
2009-2010
2010-2011
2011-2012
2012-2013
2013-2014
2014-2015
2015-2016
2016-2017
2017-2018
2018-2019
Total

Paid
Loss & ALAE
as of 6/30/19
(1)

Case
Reserves
as of 6/30/19
(2)

Incurred
Loss & ALAE
as of 6/30/19
(3)

Selected
Ultimate
Loss & ALAE
(4)

Outstanding
Liability
as of 6/30/19
(5)

IBNR
as of 6/30/19
(6)

ULAE
Estimate
(7)

$0
0
0
0
0
0
0
0
0
0
0
0
$899,787
3,253,892
840,205
2,572,081
1,239,566
760,474
2,008,596
252,495
557,589
57,072

$0
0
0
0
0
0
0
0
0
0
0
0
$0
3,795
0
0
0
803,447
1,329,804
3,079,899
887,419
39,870

$0
0
0
0
0
0
0
0
0
0
0
0
$899,787
3,257,687
840,205
2,572,081
1,239,566
1,563,921
3,338,400
3,332,394
1,445,008
96,941

$0
0
0
0
0
0
0
0
0
0
0
0
$899,787
3,257,687
841,009
2,582,350
1,254,791
1,597,427
3,367,105
3,563,526
2,282,818
1,919,882

$0
0
0
0
0
0
0
0
0
0
0
0
$0
3,795
804
10,269
15,225
836,953
1,358,509
3,311,031
1,725,229
1,862,811

$0
0
0
0
0
0
0
0
0
0
0
0
$0
0
804
10,269
15,225
33,506
28,705
231,132
837,810
1,822,941

$0
0
0
0
0
0
0
0
0
0
0
0
$0
319
68
863
1,280
70,366
114,216
278,373
145,048
156,615

$12,441,757

$6,144,234

$18,585,990

$21,566,382

$9,124,625

$2,980,392

$767,148

Discount
Factor
(8)

(1), (2) and (3) provided by PARSAC.
(4) Ultimates from February 28, 2019 Bickmore Actuarial Report (exhibit 4, page 1), adjusted for actual versus expected loss development.
(5) = (4) - (1)
(6) = (5) - (2)
(7) Total from February 28, 2019 Bickmore Actuarial Report, Page 2, Allocated to Year Based Upon (5).
(8) Factors from February 28, 2019 Bickmore Actuarial Report, Appendix I, Page 1, (E).
(9) = [ (5) + (7) ] x (8)
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1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
0.993
0.986
0.983
0.981
0.981
0.981
0.975
0.966

Discounted
Outstanding
Liability
as of 6/30/19
(9)
$0
0
0
0
0
0
0
0
0
0
0
0
$0
4,114
865
10,981
16,220
890,463
1,445,470
3,519,980
1,824,350
1,950,136
$9,662,579
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Exhibit 1-2

PARSAC - General Liability (EPL)
Estimated Outstanding Liabilities for Unpaid Loss and LAE
As of June 30, 2019

Year

2009-2010
2010-2011
2011-2012
2012-2013
2013-2014
2014-2015
2015-2016
2016-2017
2017-2018
2018-2019
Total

Paid
Loss & ALAE
as of 6/30/19
(1)

Case
Reserves
as of 6/30/19
(2)

Incurred
Loss & ALAE
as of 6/30/19
(3)

Selected
Ultimate
Loss & ALAE
(4)

Outstanding
Liability
as of 6/30/19
(5)

IBNR
as of 6/30/19
(6)

ULAE
Estimate
(7)

Discount
Factor
(8)

$0
7,878
12,056
48,301
30,000
4,931
0
0
8,468
10,946

$0
0
0
0
0
0
0
0
17,895
29,054

$0
7,878
12,056
48,301
30,000
4,931
0
0
26,363
40,000

$0
7,878
12,056
48,301
30,000
5,317
14,298
11,684
27,735
48,581

$0
0
0
0
0
386
14,298
11,684
19,267
37,635

$0
0
0
0
0
386
14,298
11,684
1,372
8,581

$0
0
0
0
0
0
0
0
0
0

$122,580

$46,949

$169,529

$205,850

$83,270

$36,321

$0

(1), (2) and (3) provided by PARSAC.
(4) Ultimates from February 28, 2019 Bickmore Actuarial Report, adjusted for recent loss development.
(5) = (4) - (1)
(6) = (5) - (2)
(7) Total from February 28, 2019 Bickmore Actuarial Report.
(8) Factors from February 28, 2019 Bickmore Actuarial Report, Appendix EPL, Page 7.
(9) = [ (5) + (7) ] x (8)
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1.000
1.000
1.000
0.993
0.988
0.986
0.984
0.986
0.985
0.980

Discounted
Outstanding
Liability
as of 6/30/19
(9)
$0
0
0
0
0
381
14,073
11,517
18,983
36,893
$81,846
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PARSAC - General Liability (Non-EPL)
Estimated Outstanding Liabilities for Unpaid Loss and LAE
As of June 30, 2019

Year

Outstanding
Liability
as of 6/30/19
ULAE
as of 6/30/19
(1)

2009-2010
2010-2011
2011-2012
2012-2013
2013-2014
2014-2015
2015-2016
2018-2019
2017-2018
2018-2019

$0
4,114
872
11,132
16,505
907,319
1,472,725
3,589,404
1,870,277
2,019,425

Total

$9,891,773

Paid
Factor
2019-20
(2)
1.000
1.000
1.000
0.578
0.526
0.542
0.568
0.534
0.351
0.148

Short Term
Paid
Losses
During
2019-20
(3)

Long Term
Paid
Losses
After
2019-20
(4)

$0
4,114
872
6,435
8,682
491,767
836,508
1,916,742
656,467
298,875

$0
0
0
4,697
7,823
415,552
636,217
1,672,662
1,213,810
1,720,550

$4,220,462

$5,671,311

Discount
Factor
(5)

(1) is the sum of columns (5) and (7) from Exhibit 1.
(2) based on payout patterns from the February 28, 2019 Bickmore Actuarial Report.
(3) = (1) X (2)
(4) = (1) - (3)
(5) Factors from February 28, 2019 Bickmore Actuarial Report.
(6) = (1) X (5)
(7) is (3) discounted for 6 months at 1.5% discount rate.
(8) = (6) - (7)
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1.000
1.000
0.993
0.986
0.983
0.981
0.981
0.981
0.975
0.966

Discounted
Outstanding
Liability
and
ULAE
as of 6/30/19
(6)

Discounted
Short Term
Paid
Losses
During
2019-20
(7)

Discounted
Long Term
Paid
Losses
After
2019-20
(8)

$0
4,114
865
10,981
16,220
890,463
1,445,470
3,519,980
1,824,350
1,950,136

$0
4,083
866
6,387
8,618
488,120
830,304
1,902,526
651,598
296,658

$0
31
0
4,594
7,602
402,343
615,167
1,617,454
1,172,752
1,653,477

$9,662,579

$4,189,160

$5,473,419
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PARSAC - General Liability (EPL)
Estimated Outstanding Liabilities for Unpaid Loss and LAE
As of June 30, 2019

Year

Outstanding
Liability
as of 6/30/19
ULAE
as of 6/30/19
(1)

2009-2010
2010-2011
2011-2012
2012-2013
2013-2014
2014-2015
2015-2016
2018-2019
2017-2018
2018-2019

$0
0
0
0
0
386
14,298
11,684
19,267
37,635

Total

$83,270

Paid
Factor
2019-20
(2)
1.000
1.000
1.000
1.000
0.648
0.538
0.517
0.561
0.551
0.362

Short Term
Paid
Losses
During
2019-20
(3)

Long Term
Paid
Losses
After
2019-20
(4)

$0
0
0
0
0
208
7,392
6,555
10,616
13,624

$0
0
0
0
0
178
6,906
5,129
8,651
24,011

$38,395

$44,875

Discount
Factor
(5)
1.000
1.000
1.000
0.993
0.988
0.986
0.984
0.986
0.985
0.980

Discounted
Outstanding
Liability
and
ULAE
as of 6/30/19
(6)

Discounted
Short Term
Paid
Losses
During
2019-20
(7)

$0
0
0
0
0
381
14,073
11,517
18,983
36,893

$0
0
0
0
0
206
7,337
6,506
10,537
13,523

$0
0
0
0
0
174
6,736
5,010
8,445
23,370

$81,846

$38,110

$43,735

(1) is the sum of columns (5) and (7) from Exhibit 1. Ultimates for 2016-17 from February 28, 2019 Bickmore Actuarial Report.
(2) based on payout patterns from the February 28, 2019 Bickmore Actuarial Report.
(3) = (1) X (2)
(4) = (1) - (3)
(5) Factors from February 28, 2019 Bickmore Actuarial Report.
(6) = (1) X (5)
(7) is (3) discounted for 6 months at 1.5% discount rate.
(8) = (6) - (7)
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Discounted
Long Term
Paid
Losses
After
2019-20
(8)

December 5, 2019
Board of Directors Meeting

SUPPLEMENTAL WORKERS’ COMPENSATION ACTUARIAL REPORT
SUMMARY: The actuary has completed a supplemental analysis of the Workers’ Compensation
loss data at June 30, 2019. The program’s expected liability for outstanding claims decreased
$150,702 to $12,326,881. Ultimate losses, incurred losses and paid claims also decreased while
program surplus increased slightly. Overall, the Workers’ Compensation Program remains well
funded above the 90% confidence level.
RECOMMENDATION: Ratify.
DISCUSSION: The actuary completes an analysis of the Liability and Workers’ Compensation
programs based on loss data at September 30, 2018 and projects losses through June 30, 2019. A
supplemental review of loss data is conducted at the end of the fiscal year based on actual claims
activity and the actuary provides an updated analysis of each program’s ultimate losses and
outstanding liabilities.
In this supplemental analysis, the actuary has determined that the outstanding liabilities for the
Workers’ Compensation program decreased $150,702, incurred losses decreased $1,540,272,
while actual paid losses decreased $519,271, and ultimate loss projections decreased $731,935.
Due to a decrease in outstanding liabilities, program surplus increased slightly to $13,974,069 at
expected (previous estimate $13,823,367) and $11,040,271 (previously $10,853,702) at the 90%
confidence level.
FISCAL IMPLICATION: The Workers’ Compensation program remains well funded above
the 90% confidence level with sufficient surplus to absorb unexpected, adverse loss experience.

ATTACHMENT:

Supplemental Workers’ Compensation Actuarial Report
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Board of Directors Meeting

UPDATE ON PARSAC BUILDING LEASE
SUMMARY: PARSAC’s building is an asset that has the potential to generate additional revenue
for its members. Approximately two-thirds of the facility is vacant most of the year and provides
an opportunity to lease the vacant space. Staff has retained a commercial real estate broker to
market the building for lease and is providing a summary of activity the past seven months.
RECOMMENDATION: Receive and file.
DISCUSSION: PARSAC’s building is approximately 8,500 sq. ft. and was purchased in 1992
for $1.4 million ($995,000 for the building and $500,000 for lease revenues). At purchase, the
facility was leased to two tenants, US Homes (Lennar) and Financial Title Company. The monthly
lease revenue exceeded $10,000 and during the lease terms, PARSAC received $624,556 in
revenue over five years.
The leases expired in 2005 and were not renewed as both tenants sought larger space to expand
their operations. Shortly thereafter, the US economy experienced the great recession and the
market for office space evaporated. Throughout the years, the facility has been used as a training
center for workshops conducted by PARSAC and its pooling partners as well as meetings. With a
much improved economy, there is an opportunity to seek quality tenant(s) and generate additional
revenue for the pool. Staff retained Turton Commercial Real Estate to market the building.
PARSAC’s building is considered a Class B facility. Class B properties are generally a little older
but considered attractive office space. These buildings usually don’t have the same high-quality
fixtures, architectural details, and impressive lobbies as Class A spaces, but they are generally nice
structures with fully functional facilities. Their locations and building construction are described
as average to above average. Class B office space tends to command average market rent. Rents
in Point West (PARSAC’s location) range from a low of $1.45 to a high of $2.25, with average
and median rents at $1.82 and $1.65 respectively.
The available space for lease is approximately 5,000 square feet. The past seven months Turton
has engaged 32 prospective tenants and 11 have toured the building. PARSAC received a proposal
from a financial consulting firm; however, after a round of counter offers, the tenant’s requirements
for construction improvements made the deal unfeasible. All inquiries have either wanted to lease
a small portion, 1,500 to 3,000 sq. ft., or the entire building. Several tenants were interested in
purchasing a building. Overall, the office leasing market in Point West has been rather anemic,
specifically in the size range (4,000-5,000 sq. ft.) There are very few tenants looking for space in
that size range. Over the past 6 months in Point West, there have been 23 new leases, and only one
was in that size range and it was a tenant relocating within their existing building.
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Moreover, vacancy rates in Point West are among the highest in the Sacramento region. There are
a dozen other buildings in Point West with vacant spaces in this size range, and they have been on
the market for 25-30 months on average. Based on the infrequent activity, staff has directed the
broker to market both the empty suites and the entire building. Leasing the entire building would
require PARSAC to relocate its operation; however, it is anticipated the additional revenue
generated will be more than adequate to cover PARSAC’s lease costs. The goal is to find the right
tenant by the end of this fiscal year.
FISCAL IMPLICATION: The building is marketed as a full service gross lease (lease includes
building operating expenses, janitorial service, and utilities) at $1.70 per sq. ft., or $1.50 to $1.65
per sq. ft. modified gross (tenant pays janitorial service, utilities, water, etc.), with the anticipation
that tenants may offer in the range of $1.45-$1.60. Tenants may request free rent and new
improvements, such as construction of new offices, paint and carpet. Tenant allowances typically
range from $20-25 per sq. ft. for leases 5 years or more and $10-15 per sq. ft. for less than 5 years.
These items will be negotiated based on the quality and financial strength of the tenant.
Estimated annual gross revenue of $168,000 ($1.65 per sq. ft.) if the building is fully leased.
However, there would be an estimated offset of $45,000 to $50,000 for PARSAC’s lease expenses.
The objective is to generate $70,000 to $80,000 in annual net revenue.
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Board of Directors Meeting

REVISE LIABILITY DEFENSE PANEL
SUMMARY: A new resolution is presented to revise the liability defense panel to add Mark
O’Dea, Attorney at Law and to change the firm name of Longyear, O’Dea & Lavra, LLP to
Longyear & Lavra, LLP.
RECOMMENDATION: Adopt.
DISCUSSION: It is PARSAC’s practice to assign cases to a specific attorney and not a firm in
general. This approach ensures that the counsel with the most applicable experience and expertise
is assigned based on the facts of each case. Since the Panel was adopted, there have been instances
where the selected attorney has started an independent practice or changed firms.
Staff is proposing changes to the Liability Defense Panel with the addition of Mark O’Dea, and to
change the name of Longyear, O’Dea & Lavra, LLP to Longyear & Lavra, LLP.
Mr. O’Dea recently left the firm of Longyear, O’Dea & Lavra, to open his own law office under
the name of Mark P. O’Dea, Attorney at Law. He has practiced law since 1996 and was an
Associate with Longyear, O’Dea & Lavra for 18 years. He has extensive experience in defending
public entities, their officials and employees, in both State and Federal Courts, in litigation
involving dangerous condition of public property, inverse condemnation, eminent domain, ADA
compliance, constitutional law, civil rights, child protective services, discrimination, breach of
contract, construction delays, and real and personal property damage, including where caused by
flooding, drainage, landslide and/or subsidence. He has expertise in handling all phases of
litigation from presentation of the claim through trial, ADR or settlement.
FISCAL IMPLICATIONS: Mr. O’Dea’s rates are within the previously adopted fee schedules.
ATTACHMENTS: Liability Defense Panel Resolution 2019-04, Exhibits A & B, and the CV of
Mr. O’Dea.

RESOLUTION NO. 2019-01 04
RESOLUTION OF THE BOARD OF DIRECTORS
OF THE PUBLIC AGENCY RISK SHARING
AUTHORITY OF CALIFORNIA ESTABLISHING
CRITERIA FOR DEFENSE COUNSEL PANEL FOR
THE LIABILITY PROGRAM
WHEREAS, the Public Agency Risk Sharing Authority of California, herein
referred to as PARSAC, is a Joint Powers Authority organized and existing in accordance
with the laws of the State of California, and;
WHEREAS, one of PARSAC’s functions is to operate a liability risk sharing
pool for its members, and;
WHEREAS, PARSAC and its members will retain defense counsel to provide
defense against third party claims and suits, and;
WHEREAS, PARSAC shall have the right and duty to participate in the defense
of any claim or suit against a member if the final judgment or settlement is likely to result
in an ultimate net loss exceeding a member’s self-insured retention, and;
WHEREAS, PARSAC previously developed an informal list of defense attorneys
throughout the state who have experience in defending public entities and their
employees against third party liability claims, and;
WHEREAS, the geographic diversity and wide variability of members’ selfinsured retentions result in inconsistent litigation management, reporting, administration,
and defense costs, and;
WHEREAS, it is the desire of the Board of Directors to develop a formal defense
attorney panel to ensure professional, competent, and cost-effective handling of defense
litigation of cases that affect PARSAC;
NOW, THEREFORE, BE IT RESOLVED by the Board of Directors as
follows:
A. The informal defense panel shall be replaced by a formal defense panel as per the
attached Exhibit A, which may only be amended by Board action.

Adopted December 5, 2019
Adopted May 30, 2019
Adopted May 31, 2018
Adopted May 25, 2017
Adopted December 3, 2015
Adopted May 29, 2014
Adopted May 27, 2010
Replaces Prior Resolutions 2017-02, 2015-02, 2014-01, 2011-01 and 2010-02
Page 1 of 3

RESOLUTION NO. 2019-01 04
B. Law firms must meet and agree to the following provisions before PARSAC will
consider their inclusion on the panel:
1. Attorneys must have no less than 10 years civil litigation practice which includes
substantial and significant experience in municipal entity liability defense to be
eligible for case assignment;
2. The firm shall provide a resume setting forth the experience of the individual
attorneys that would be assigned to cases and their areas of expertise;
3. The firm must agree to the maximum hourly rates outlined in the attached Fee
Schedule (Exhibit B), unless specialized legal representation is necessary (i.e.
railroad litigation) which would require prior approval from PARSAC. Except
where prior approval has been given, members will be responsible for the amount
in excess of the maximum, which shall not reduce the member’s self-insured
retention obligation. The maximum hourly rate will be reviewed on a bi-annual
basis.
4. The firm must agree to abide by the policies and procedures established by
PARSAC for the handling of litigation.
5. The firm must evidence general liability, automobile liability, workers’
compensation, and professional liability insurance. The policy limits must not be
less than $1,000,000 per occurrence and PARSAC its officials, officers,
employees and agents, with the exception of workers’ compensation and
professional liability, must be named additional insured.
C. The General Manager and Officers may appoint a particular attorney or law firm
other than panel counsel when specialized, unforeseen defense is required. The law
firm or attorney shall comply with conditions 1 -6 above.
D. PARSAC will assign defense counsel for Members with SIRs under $250,000 in
collaboration with the Member. Members with SIRs of $250,000 and higher will
make the assignment, except for claims involving law enforcement. Nothing in this
resolution shall be construed to limit the right of the member entity to retain its own
defense counsel to represent the member entity in any litigation. If, however, a
member entity retains its own counsel who is not one of the defense panel firms, the
member entity shall be solely responsible for all attorney’s fees and costs, and the
member entity shall be deemed to have waived any rights to defense and indemnity
Adopted December 5, 2019
Adopted May 30, 2019
Adopted May 31, 2018
Adopted May 25, 2017
Adopted December 3, 2015
Adopted May 29, 2014
Adopted May 27, 2010
Replaces Prior Resolutions 2017-02, 2015-02, 2014-01, 2011-01 and 2010-02
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coverage from PARSAC for that particular litigation, regardless of any change in
PARSAC’s position on available coverage.
E. A member entity has the right to utilize its own in-house counsel (i.e. an employee of
the member entity, not a contracted city attorney) to represent the member entity in
any litigation. However, no in-house counsel fees or costs shall be applied towards
the satisfaction of the member entity’s retained limit.
F. Law firms that are contracted city attorneys for the member entity will not serve in
the dual capacity of general counsel and defense counsel for the litigation of
claims/suits. A member entity retaining the contracted city attorney’s law firm for
defense counsel shall be solely responsible for all attorney’s fees and costs, and the
member entity shall be deemed to have waived any rights to defense and indemnity
coverage from PARSAC for that particular litigation.
G. Law firms that are contracted city attorneys for the member entity may serve in the
dual capacity of general counsel and defense counsel for the litigation of claims/suits
if the member entity maintains a $350,000 self-insured retention. Member selected
defense counsel must include PARSAC on all litigation correspondence from the
onset of the claim or suit, comply with conditions 1 – 6, and is subject to regular
review and approval of PARSAC. PARSAC may assign alternative counsel should
the claim/suit involve an area of practice that is outside the contracted defense
counsel’s specialty.
Effective Date. This Resolution shall become effective on upon adoption and shall
replace Resolution 2018-02 2019-01.
ADOPTED this 30th 5th day of May December 2019.

ATTEST:
___________________________________
Kin Ong, PARSAC Board Secretary

______________________________
John Gillison, President
PARSAC Board of Directors

Adopted December 5, 2019
Adopted May 30, 2019
Adopted May 31, 2018
Adopted May 25, 2017
Adopted December 3, 2015
Adopted May 29, 2014
Adopted May 27, 2010
Replaces Prior Resolutions 2017-02, 2015-02, 2014-01, 2011-01 and 2010-02
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EXHIBIT A
Liability Defense Panel Approved Firm List

Allen, Glaessner Hazelwood & Werth

Law Offices of Scott C. Haith

Angelo Kilday & Kilduff

Jones & Mayer

Bertrand Fox Elliot Osman & Wenzel

Kennedy Archer & Giffen

Best Best & Krieger

Longyear O’Dea & Lavra

Bordin Semmer

Low Ball & Lynch

Law Offices of Borton Petrini

Marderosian, Cercone & Cohen

Bremer Whyte Brown & O’Meara

Manning & Kass Ellrod Ramirez Trester

Brobeck West Borges Rosa & Douville

McNamara Ney Beatty Slattery Borges & Ambacher

Caulfield Law Firm

Mitchel Brisso Delaney & Vrieze

Collins Collins Muir & Stewart

Murchison & Cumming

Daley & Heft

Noland Hamerly Etienne & Hoss

Diepenbrock & Cotter

O’Dea, Mark P., Attorney at Law

Edrington Schirmer & Murphy

Porter Scott

Ferguson Praet & Sherman

Porter Simon

Fortin Law Group

Pyka Lenhard Schnaider Zell

Graves & King

Richard Watson Gershon

Haight, Brown & Bonesteel

Adopted December 5, 2019
Adopted May 30, 2019
Adopted May 31, 2018
Adopted May 25, 2017
Adopted December 3, 2015
Replaces Resolutions 2015-02, 2014-01, 2011-01, 2010-02, and 2005-04
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EXHIBIT B
Maximum Fee Schedule

Legal Staff

Maximum
Rate

Partners

$225

Associates

$185

Paralegals

$95

Adopted December 5, 2019
Adopted May 30, 2019
Adopted May 31, 2018
Adopted May 25, 2017
Adopted December 3, 2015
Replaces Prior Resolutions 2015-02, 2014-01, 2011-01 and 2010-02

MARK P. O’DEA
Public Entity Defense Attorney
725 University Avenue
Sacramento, CA 95825
916-616-8105
mark@odealitigation.com

SUMMARY OF QUALIFICATIONS
Public Entity Liability Defense: Extensive experience in the representation of cities, counties,
government agencies, special use districts and school districts, as well as their officials and employees,
in a variety of claims and litigation, including matters involving inverse condemnation and eminent
domain, public contract, constitutional law and civil rights, dangerous condition of public property,
flood and drainage law, inspection and permit liability, child’s protective services, and employment
law.
Clients include the County of Sacramento and many of its departments, the City of Citrus Heights, the
City of Placerville, the Regents of the University of California, the Sacramento Area Sewer District,
the Sacramento Area Flood Control Agency, and PARSAC.
PROFESSIONAL EXPERIENCE:
Mark P. O’Dea – Attorney at Law

Sole Practitioner
September 2019 - Present

Sole practitioner with extensive experience in defending public entities, their officials and employees,
in both State and Federal Courts, in litigation involving dangerous condition of public property,
inverse condemnation, eminent domain, ADA compliance, constitutional law, civil rights, child
protective services, discrimination, breach of contract, construction delays, and real and personal
property damage, including where caused by flooding, drainage, landslide and/or subsidence.
Expertise in handling all phases of litigation from presentation of the claim through trial, ADR or
settlement.
Longyear, O’Dea & Lavra, LLP – Sacramento, California

Litigation Attorney
May 2001 – Sept 2019

Public Entity Defense: Defended public entities, officials and employees, in State and Federal Courts,
in litigation involving inverse condemnation & eminent domain, constitutional law & civil rights, child
protective services, discrimination, breach of contract, construction delays, dangerous condition of
public property, and real and personal property damage, including where caused by flooding and
drainage.

Advised and represented clients and handled all phases of litigation, from presentation of the claim
through trial, ADR, or settlement.
Insurance and General Tort Defense: Defended Insurance Companies and their insureds in a variety
of litigation, including insurance bad faith, motor vehicle accidents, negligence and personal injuries,
construction defect, landlord/tenant disputes, products liability, and property damage, including
damage to real property caused by landslide and subsidence.
Hossack & O’Dea, LLP – Sacramento, California

Partner
March 1998 – May 2001

Partner in a private law practice specializing in civil litigation involving personal injury, negligence
and other torts, and worker’s compensation.
Dreyer, Babich, Buccola & Callaham – Sacramento, California

Associate Attorney
Dec 1996 – March 1998

Personal injury and General Tort litigation.
EDUCATION:
J.D., Lincoln Law School - 1993
Salutatorian
American Jurisprudence Awards in Torts, Evidence, & Uniform Commercial Code
Best Overall, Moot Court
B.S., Georgetown University - Biology - 1984
BAR MEMBERSHIP
State Bar of California - 1996
United States District Court, Eastern District of California, Central District of California,
Northern District of California and Southern District of California - 1996
PROFESSIONAL ASSOCIATIONS
American Bar Association
Sacramento County Bar Association
Association of Defense Counsel of Northern California

December 5, 2019
Board of Directors Meeting

UPDATE ON OTHER POST-EMPLOYMENT BENEFITS (OPEB) LIABILITY
(GASB 75)
SUMMARY: The purpose of this report is to update the Board on the current OPEB
funding, and present for approval the OPEB actuarial reports.
RECOMMENDATION: Ratify GASB 75 Accounting Valuation Report and withhold
trust fund withdrawal of OPEB subsidy for 2019/20 fiscal year.
DISCUSSION: As reported previously, the Government Accounting Standards Board
(GASB) approved Statement No. 75 Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions (OPEB), requiring the long-term
obligation for Other Postemployment Benefits (retiree healthcare) to be recorded on
financial statements as of June 30, 2018. Previously the Board elected to fund the OPEB
liability proactively using excess and pool dividends and through annual required
contributions as determined through bi-annual actuarial funding studies. We are pleased
to report that based on the most recent OPEB actuarial reports, retiree healthcare
remains fully funded and no additional contributions are needed to the CalPERS Trust
(CERBT) at this time.
The Board previously approved expensing the cost of current retiree medical costs
though the annual budget without offsetting costs through the withdrawal of CERBT
funds. The current cost of retiree medical premiums is approximately $45,000. By
allowing the funds to remain in the trust additional interest can be earned, the OPEB
liability remains fully satisfied, and any increased future costs are covered.
The attached actuarial projections are based on the July 1, 2017 report that included 5
active employees and 3 retirees with investment returns assumed to be 6%. With these
assumptions both the Present Value of Benefits Payable (PVBP) and the Actuarial
Accrued Liability are both fully paid requiring no additional contributions. The funding
requirements may change with additional staffing. The study scheduled for fiscal year
2020 will reflect any staffing changes since the July 2017 was prepared.
FISCAL IMPLICATION: No required annual OPEB contribution is needed for Fiscal
Year 2019/20.
ATTACHMENT: Draft August 14, 2109 GASB 75 Accounting valuation Report for
the Fiscal Year Ending June 30, 2019.
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August 14, 2019

Tracey Smith-Reed
Senior Accountant
Public Agency Risk Sharing Authority of California
1525 Response Road, Suite 1
Sacramento, CA 95815
Re:

PARSAC GASB 75 Actuarial Report for the Fiscal Year Ending June 30, 2019

Dear Ms. Smith-Reed:
We are pleased to enclose our actuarial report providing information for the accounting of other postemployment benefit (OPEB) liabilities for the Public Agency Risk Sharing Authority of California
(PARSAC). The report’s text describes our analysis and assumptions in detail.
The primary purpose of this report is to provide information required by GASB 75 (“Accounting and
Financial Reporting for Postemployment Benefits Other Than Pension”) to be reported in PARSAC’s
financial statements for the fiscal year ending June 30, 2019. The information included in this report
reflects the assumption that PARSAC will continue contributing 100% or more of the Actuarially
Determined Contributions each year.
The results presented are based on the results of an actuarial valuation prepared as of July 1, 2017 and
on the employee data, details on plan benefits and retiree benefit payments reported to us by PARSAC
for that valuation. PARSAC also provided information on contributions and total covered employee
payroll for the current fiscal year. As with any analysis, the soundness of the report is dependent on
the inputs. Please review our summary of this information to be comfortable that it matches your
records.
We appreciate the opportunity to work on this analysis and acknowledge the efforts of PARSAC
employees who provided valuable time and information to enable us to perform this valuation. Please
let us know if we can be of further assistance.
Sincerely,
Catherine L. MacLeod, FSA, FCA, EA, MAAA
Principal and Consulting Actuary

Enclosure

11300 SE Main Street, Portland, OR 97222 • 503.419.0466 • www.macleodwatts.com
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A. Executive Summary
This report presents actuarial information for financial reporting of the other post-employment benefit
(OPEB) program of the Public Agency Risk Sharing Authority of California (PARSAC). The purpose of this
valuation is to assess the OPEB liabilities and provide disclosure information required by Statement No.
75 of the Governmental Accounting Standards Board (GASB 75) for the fiscal year ending June 30, 2019.
Important background information regarding the valuation process can be found in Addendum 1. We
recommend users of the report read this information to familiarize themselves with the process and
context of actuarial valuations, including the requirements of GASB 75. The pages following this
executive summary present various exhibits and other relevant information appropriate for disclosures
under GASB 75. We anticipate that an updated actuarial valuation will be prepared as of June 30, 2019
and first applied to develop the information for PARSAC’s fiscal year ending June 30, 2020.

OPEB Obligations of PARSAC
PARSAC provides continuation of medical coverage to its retiring employees. This benefit creates the
following types of OPEB liabilities:


Explicit subsidy liabilities: An “explicit subsidy” exists when the employer contributes directly
toward the cost of retiree healthcare. In this program, PARSAC contributes a portion of retiree
medical premiums for qualifying retirees. These benefits are described in Section 2A.
The Patient Protection and Affordable Care Act (ACA) includes a 40% excise tax on high-cost
employer-sponsored health coverage. Any portion of such future excise tax paid by the
employer is also a form of explicit subsidy. See Supporting Information Section 2B and Section
3 for further description and assumptions about this potential excise tax.



Implicit subsidy liabilities: An “implicit subsidy” exists when the premiums charged for retiree
coverage are lower than the expected retiree claims for that coverage. In the CalPERS medical
program, the same monthly premiums are charged for active employees and for pre-Medicare
retirees. CalPERS has confirmed that the claims experience of these members is considered
together in setting premium rates. We determine the implicit rate subsidy for pre-Medicare
retirees as the projected difference between (a) retiree medical claim costs by age and (b)
premiums charged for retiree coverage. For more information on this process see Section 3 and
Addendum 2: MacLeod Watts Age Rating Methodology.
Different monthly premiums are charged for Medicare-eligible retirees. CalPERS has confirmed
that only the claims experience of Medicare eligible members is considered in setting Medicareeligible premium rates. As such, there is no implicit subsidy of premiums for these members by
active employees and our analysis suggests that this premium structure is adequate to cover
the expected claims of current and future pre-Medicare retirees.

OPEB Funding Policy
PARSAC’s OPEB funding policy affects the calculation of liabilities by impacting the discount rate that is
used to develop the plan liability and expense. “Prefunding” is the term used when an agency
consistently contributes an amount based on an actuarially determined contribution (ADC) each year.
GASB 75 allows prefunded plans to use a discount rate that reflects the expected earnings on trust
assets. Pay- as-you-go, or “PAYGO”, is the term used when an agency only contributes the required
1
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Executive Summary
(Continued)

retiree benefits when due. When an agency finances retiree benefits on a pay-as-you-go basis, GASB
75 requires the use of a discount rate equal to a 20-year high grade municipal bond rate.
PARSAC has been and continues to prefund its OPEB liability, contributing 100% or more of the
Actuarially Determined Contributions each year. With PARSAC’s approval, the discount rate used in this
valuation is 6.0%, reflecting PARSAC’s expectation of the long term return on trust assets as of the
measurement date. For additional information, see Expected Return on Trust Assets on page 6.

Actuarial Assumptions
The actuarial “demographic” assumptions (i.e. rates of retirement, death, disability or other
termination of employment) used in this report were chosen, for the most part, to be the same as the
actuarial demographic assumptions used for the most recent valuation of the retirement plan(s)
covering PARSAC employees. Other assumptions, such as age-related healthcare claims, healthcare
trend, retiree participation rates and spouse coverage, were selected based on demonstrated plan
experience and/or our best estimate of expected future experience. All these assumptions, and more,
impact expected future benefits. Please note that this valuation has been prepared on a closed group
basis. This means that only employees and retirees present as of the valuation date are considered. We
do not consider replacement employees for those we project to leave the current population of plan
participants until the valuation date following their employment.
We emphasize that this actuarial valuation provides a projection of future results based on many
assumptions. Actual results are likely to vary to some extent and we will continue to monitor these
assumptions in future valuations. See Section 3 for a description of assumptions used in this valuation.

Important Dates Used in the Valuation
GASB 75 allows reporting liabilities as of any fiscal year end based on: (1) a valuation date no more than
30 months plus 1 day prior to the close of the fiscal year end; and (2) a measurement date up to one
year prior to the close of the fiscal year. The following dates were used for this report:
Fiscal Year End

June 30, 2019

Valuation Date

July 1, 2017

Measurement Date

June 30, 2018

Measurement Period

June 30, 2017 to June 30, 2018

Significant Results and Differences from the Prior Valuation
This report was prepared based on a roll forward of the July 1, 2017 actuarial valuation. No benefit
changes were reported as occurring since that valuation was prepared and no material changes in plan
members or premium rates were reported. Accordingly, no plan experience was recognized, and no
assumptions were changed. Investment return during the measurement period was about $24,000
more than expected; a portion of this gain was recognized this year and the balance deferred to be
recognized over the next four years.
2
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Impact on Statement of Net Position and OPEB Expense for Fiscal 2019
The accounting impact of the plan as of PARSAC’s fiscal year end June 30, 2019 is shown below.

Items

For Repor ng At
Fiscal Year Ending
June 30, 2019

Total OPEB Liability

$

Fiduciary Net Position

1,264,296
1,616,526

Net OPEB Liability (Asset)

(352,230)

Deferred (Outflows) of Resources

(131,402)

Deferred Inflows of Resources

157,568

Impact on Statement of Net Position

$

OPEB Expense, FYE 6/30/2019

$

(326,064)
5,782

Recognition Period for Deferred Resources
Liability changes due to plan experience which differs from what was assumed in the prior year and/or
from assumption changes during the year are recognized over the plan’s Expected Average Remaining
Service Life (“EARSL”). The EARSL period is 3.74 years for deferred resources arising in this fiscal
year. Changes in the Fiduciary Net Position due to investment performance different from the assumed
earnings rate are always recognized over 5 years. Liability changes attributable to benefit changes
occurring during the period are recognized immediately.

Important Notices
This report is intended to be used only to present the actuarial information relating to other
postemployment benefits for PARSAC’s financial statements. The results of this report may not be
appropriate for other purposes, where other assumptions, methodology and/or actuarial standards of
practice may be required or more suitable. We note that various issues in this report may involve legal
analysis of applicable law or regulations. PARSAC should consult counsel on these matters; MacLeod
Watts does not practice law and does not intend anything in this report to constitute legal advice. In
addition, we recommend PARSAC consult with their internal accounting staff or external auditor or
accounting firm about the accounting treatment of OPEB liabilities.

3
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B. Accounting Information (GASB 75)
The following exhibits are designed to satisfy the reporting and disclosure requirements of GASB 75 for
the fiscal year end June 30, 2019. PARSAC is classified for GASB 75 purposes as a single employer.

Components of Net Position and Expense
The exhibit below shows the development of Net Position and Expense as of the Measurement Date.
Plan Summary Informa on for FYE June 30, 2019

PARSAC

Measurement Date is June 30, 2018

Items Impacting Net Position:
Total OPEB Liability
Fiduciary Net Position
Net OPEB Liability (Asset)

$

Deferred (Outflows) Inflows of Resources Due to:
Assumption Changes
Plan Experience
Investment Experience
Deferred Contributions
Net Deferred (Outflows) Inflows of Resources
Impact on Statement of Net Position, FYE 6/30/2019

1,264,296
1,616,526
(352,230)
(75,686)
131,919
25,649
(55,716)
26,166

$

(326,064)

$

55,881
73,142
(86,610)
771
1,827

Items Impacting OPEB Expense:
Service Cost
Cost of Plan Changes
Interest Cost
Expected Earnings on Assets
Administrative expenses
Other expenses
Recognized Deferred Resource items:
Assumption Changes
Plan Experience
Investment Experience
OPEB Expense, FYE 6/30/2019

43,405
(75,652)
(6,982)
$

5,782
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Accounting Information
(Continued)

Change in Net Position During the Fiscal Year
The exhibit below shows the year-to-year changes in the components of Net Position.
For Reporting at Fiscal Year End

6/30/2018

6/30/2019

Measurement Date

6/30/2017

6/30/2018

Total OPEB Liability

$

Fiduciary Net Position

1,191,023

$

1,380,597

Net OPEB Liability (Asset)

1,264,296

Change
During
Period
$

1,616,526

73,273
235,929

(189,574)

(352,230)

(162,656)

(119,091)

(75,686)

43,405

207,571

131,919

(75,652)

9,106

25,649

16,543

(184,142)

(55,716)

128,426

(86,556)

26,166

112,722

Deferred Resource (Outflows) Inflows Due to:
Assumption Changes
Plan Experience
Investment Experience
Deferred Contributions
Net Deferred (Outflows) Inflows
Impact on Statement of Net Position

$

(276,130) $

Impact on Statement of Net Position, FYE 6/30/2018

$

(326,064) $

(49,934)

Change in Net Position During the Fiscal Year
OPEB Expense (Income)

5,782

Employer Contributions During Fiscal Year
Impact on Statement of Net Position, FYE 6/30/2019

(276,130)
(55,716)

$

(326,064)

$

55,716

OPEB Expense
Employer Contributions During Fiscal Year
Deterioration (Improvement) in Net Position
OPEB Expense (Income), FYE 6/30/2019

(49,934)
$

5,782
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Accounting Information
(Continued)

Change in Fiduciary Net Position During the Measurement Period
PARSAC
Fiduciary Net Posi on at Fiscal Year Ending 6/30/2018

$

Measurement Date 6/30/2017

1,380,597

Changes During the Period:
Investment Income
Employer Contributions
Administrative expenses
Other expenses
Benefit Payments

110,135
184,142
(771)
(1,827)
(55,750)

Net Changes During the Period

235,929

Fiduciary Net Posi on at Fiscal Year Ending 6/30/2019

$

Measurement Date 6/30/2018

1,616,526

Expected Long-term Return on Trust Assets
The expected long-term return on trust assets was derived from information published by CalPERS.
CalPERS determined the expected return for Asset Allocation Strategy 1 using a building-block method
and best-estimate ranges of expected future real rates of return for each major asset class (expected
returns, net of OPEB plan investment expense and inflation). These are summarized in the chart below.
CERBT Strategy 1

Years 1-10
Target
Allocation

Major Asset Classification

Years 11+

General
1-10 Year
General
11+ Year
Compound
Compound
Inflation
Expected
Inflation
Expected
Return
Return
Rate
Real Rate of
Rate
Real Rate
Yrs 1-10
Years 11+
Assumption Return*
Assumption of Return*

Global Equity

59%

2.00%

4.80%

6.80%

2.92%

5.98%

8.90%

Fixed Income
Global Real Estate(REITs)

25%
8%

2.00%
2.00%

1.10%
3.20%

3.10%
5.50%

2.92%
2.92%

2.62%
5.00%

5.54%
7.92%

Treasury Inflation Protected Securities (TIPS)
5%
Commodities
3%

2.00%
2.00%

0.25%
1.50%

2.25%
3.50%

2.92%
2.92%

1.46%
2.87%

4.38%
5.79%

weighted

5.85%

weighted

8.07%

Volatility

11.83%

*Real rates of return come from a geometric representation of returns that assume a general inflation rate of 2.00%.

Currently, CalPERS’ expected returns are split for years 1-10 and years 11 and thereafter. To derive the
expected return for PARSAC, we projected plan benefits in each future year. Then applying the plan
specific benefit payments to CalPERS’ bifurcated return expectations, we determined the single
equivalent long-term rate of return to be 6.7%. PARSAC has chosen to use a more conservative longterm rate of return of 6.0%. Because PARSAC has been consistently contributing 100% or more of the
ADC each year, we used 6.0% as the discount rate for liabilities for financial statement reporting.
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Accounting Information
(Continued)

Deferred Resources as of Fiscal Year End and Expected Future Recognition
The exhibit below shows deferred resources as of the fiscal year end June 30, 2019.
Public Agency Risk Sharing Authority of
California

Deferred Outflows
of Resources

Changes of Assumptions

$

75,686 $

Deferred Inflows
of Resources
-

Differences Between Expected
and Actual Experience

-

131,919

Net Difference Between Projected and
Actual Earnings on Investments

-

25,649

55,716

-

Deferred Contributions
Total

$

131,402 $

157,568

PARSAC will recognize the Deferred Contributions in the next fiscal year. In addition, future recognition
of these deferred resources is shown below.
For the
Fiscal Year
Ending
June 30

Recognized
Net Deferred
Ou lows (Inﬂows)
of Resources

2020
2021
2022
2023
2024
Thereafter

$

(39,229)
(30,968)
(6,980)
(4,705)
-
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Accounting Information
(Continued)

Sensitivity of Liabilities to Changes in the Discount Rate and Healthcare Cost Trend Rate
The discount rate used for the fiscal year end 2019 is 6.0%. Healthcare Cost Trend Rate was assumed
to start at 7.5% (effective January 2019) and grade down to 5% for years 2024 and thereafter. The
impact of a 1% increase or decrease in these assumptions is shown in the chart below.

Sensitivity to:
Change in
Discount Rate
Total OPEB Liability
Increase (Decrease)
% Increase (Decrease)

Net OPEB Liability (Asset)
Increase (Decrease)
% Increase (Decrease)

Change in
Heathcare Cost Trend Rate
Total OPEB Liability
Increase (Decrease)
% Increase (Decrease)

Net OPEB Liability (Asset)
Increase (Decrease)
% Increase (Decrease)

Current - 1%
5.00%
1,406,531

Current
6.00%
1,264,296

142,235

-9.4%

(352,230)

142,235

1,129,782

-33.6%

Current
Trend

1,264,296

(134,514)

(134,514)
-38.2%

Current Trend
+ 1%

1,433,705
169,409

-10.6%

(486,744)

(470,725)
(118,495)

40.4%

Current Trend
- 1%

1,145,801
(118,495)

11.3%

(209,995)

Current + 1%
7.00%

13.4%

(352,230)

(182,821)
169,409
48.1%
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Accounting Information
(Continued)

Schedule of Changes in PARSAC’s Net OPEB Liability and Related Ratios
GASB 75 requires presentation of the 10-year history of changes in the Net OPEB Liability. Since this is
the second year of implementation, only results for fiscal years 2018 and 2019 are shown in this table.
Fiscal Year End

FYE 2019

FYE 2018

Measurement Date

6/30/2018

6/30/2017

Total OPEB liability
Service Cost
Interest
Changes of benefit terms
Differences between expected and actual experience
Changes of assumptions
Benefit payments

$

Net change in total OPEB liability

73,273

Total OPEB liability - beginning
Total OPEB liability - ending (a)

55,881 $
73,142
(55,750)

51,724
86,367
(283,223)
162,496
(45,382)
(28,018)

1,191,023

1,219,041

$

1,264,296 $

1,191,023

$

184,142 $
110,135
(55,750)
(771)
(1,827)

519,065
84,672
(45,382)
-

235,929

558,355

1,380,597

822,242

Plan fiduciary net position
Contributions - employer
Net investment income
Benefit payments
Administrative expenses
Other expenses
Net change in plan fiduciary net position
Plan fiduciary net position - beginning
Plan fiduciary net position - ending (b)

$

1,616,526 $

Net OPEB liability - ending (a) - (b)

$

(352,230) $

(189,574)

Covered-employee payroll
Net OPEB liability as a % of covered-employee payroll

$

606,119 $

590,835

-58.11%

1,380,597

-32.09%
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Accounting Information
(Continued)

Schedule of Contributions
Since establishing an OPEB trust. PARSAC has contributed 100% or more of the Actuarially Determined
Contribution (ADC) each fiscal year and confirmed its intention to continue doing so. This chart shows
the contributions for the current and prior fiscal years since GASB 75 was implemented.
FYE 2019
Actuarially Determined Contribution

$

Contributions in relation to the actuarially
determined contribution

FYE 2018
-

$

128,392

55,716

184,142

Contribution deficiency (excess)

$

(55,716) $

(55,750)

Covered employee payroll*

$

719,808

590,835

Contributions as % of covered employee payroll

$

7.74%

31.17%

* Covered-employee payroll for FYE 2019 includes a vacation payout for a retiring employee.

Notes to Schedule
Valuation Date:
7/1/2017
7/1/2015
The 2017 valuation developed the Actuarially Determined Contributions for PARSAC's fiscal
years ending June 30, 2019 and 2020.
Methods and assumptions used to determine contribution rates:
Entry Age Normal, Level % of Pay
Actuarial cost method
Amortization method
Amortization period

Level Dollar
6 years closed

Asset valuation method
Inflation
Healthcare cost trend rates
Salary increases
Investment rate of return
Retirement age
Mortality

7 years closed

Market Value
2.75%
7.5% in 2019, step 7.5% in 2017, step
down .5% per year down .5% per year
to 5.0% by 2024
to 4.5% by 2023
3.25%
6.00%

6.92%

50-75 years
CalPERS 2014
CalPERS 2014
Experience Study;
Experience Study;
Projected with MW Projected with MW
Scale 2017
Scale 2014
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Accounting Information
(Continued)

Detail of Changes to Net Position
The chart below details changes to all components of Net Position.

Public Agency Risk Sharing Authority
of California
Balance at Fiscal Year Ending 6/30/2018
Measurement Date 6/30/2017

Changes During the Period:
Service Cost
Interest Cost
Expected Investment Income
Employer Contributions
Changes of Benefit Terms
Administrative expenses
Other expenses
Benefit Payments
Assumption Changes
Plan Experience
Investment Experience
Recognized Deferred Resources
Employer Contribu ons in Fiscal Year
Net Changes in Fiscal Year 2018-2019
Balance at Fiscal Year Ending 6/30/2019
Measurement Date 6/30/2018

Total
OPEB
Liability
(a)

Fiduciary
Net
Position
(b)

Net
OPEB
Liability
(c) = (a) - (b)

(d) Deferred Outflows (Inflows) Due to:
Assumption
Changes

$ 1,191,023 $ 1,380,597 $ (189,574) $

55,881
73,142
86,610
184,142
-

(55,750)
-

(771)
(1,827)
(55,750)

23,525

73,273

235,929

55,881
73,142
(86,610)
(184,142)
771
1,827
(23,525)

(162,656)

$ 1,264,296 $ 1,616,526 $ (352,230) $

119,091 $

Plan
Experience

(207,571) $

Investment
Experience

Deferred
Contributions

(9,106) $

Impact on
Statement of
Net Position
(e) = (c) - (d)

184,142 $

(184,142)
55,716

55,881
73,142
(86,610)
(184,142)
771
1,827
144,913
(55,716)

(128,426)

(49,934)

(43,405)

75,652

(23,525)
6,982

(43,405)

75,652

(16,543)

75,686 $

(131,919) $

(25,649) $

(276,130)

55,716 $

(326,064)
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Accounting Information
(Continued)

Schedule of Deferred Outflows and Inflows of Resources
A listing of all deferred resource bases used to develop the Net Position and OPEB Expense is shown below. Deferred Contributions are not shown.
Measurement Date: June 30, 2018
Deferred Resource
Date
Created
6/30/2017
6/30/2017
6/30/2017
6/30/2018

Cause
Loss Due To
Assumption Changes
Investment Earnings
Greater than Expected
Gain Due To
Plan Experience
Investment Earnings
Greater than Expected

Initial
Amount
$ 162,496

Recognition of Deferred Outflow or Deferred (Inflow) in Measurement Period:
Balance
as of
Period
Annual
2017-18
2018-19
2019-20
2020-21
2021-22
2022-23
(Yrs) Recognition Jun 30, 2018 (FYE 2019) (FYE 2020) (FYE 2021) (FYE 2022) (FYE 2023) (FYE 2024) Thereafter
3.74 $

43,405 $

75,686 $

43,405 $

43,405 $

32,281 $

-

$

-

$

-

$

-

(11,383)

5.00

(2,277)

(6,829)

(2,277)

(2,277)

(2,277)

(2,275)

-

-

-

(283,223)

3.74

(75,652)

(131,919)

(75,652)

(75,652)

(56,267)

-

-

-

-

(23,525)

5.00

(4,705)

(18,820)

(4,705)

(4,705)

(4,705)

(4,705)

(4,705)

-

-

The Expected Average Remaining Service Life (“EARSL”) was 3.74 years. This is the period used to recognize changes in the OPEB Liability arising during
the current measurement period other than those attributable to investment gains and losses or relating to improvements in plan benefits.
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Accounting Information
(Continued)

PARSAC Contributions to the Plan
PARSAC contributions to the Plan occur as benefits are paid to retirees and/or to the OPEB trust. Benefit
payments may occur in the form of direct payments for premiums and taxes (“explicit subsidies”)
and/or indirect payments to retirees in the form of higher premiums for active employees (“implicit
subsidies”). For details, see Addendum 1 – Important Background Information.
Benefits and other contributions paid by PARSAC during the measurement period and those made in
the year following the measurement period but prior to the end of the fiscal year are shown below.
Beneﬁt Payments During the
Measurement Period, Jul 1, 2017 thru Jun 30, 2018
Benefits Paid by Trust

PARSAC
$

-

Benefits Paid by Employer
(not reimbursed by trust)

38,715

Implicit benefit payments

17,035

Total Benefit Payments
During the Measurement Period

$

Employer Contribu ons During the
Measurement Period, Jul 1, 2017 thru Jun 30, 2018
Employer Contributions to the Trust

55,750

PARSAC
$

128,392

Employer Contributions in the Form of
Direct Benefit Payments (not reimbursed by trust)

38,715

Implicit contributions

17,035

Total Employer Contributions
During the Measurement Period

$

Employer Contribu ons During the
Fiscal Year, Jul 1, 2018 thru Jun 30, 2019
Employer Contributions to the Trust

184,142

PARSAC
$

-

Employer Contributions in the Form of
Direct Benefit Payments (not reimbursed by trust)

41,150

Implicit contributions

14,566

Total Employer Contributions
During the Fiscal Year

$

55,716

The implicit subsidy contribution does not represent cash payments to retirees, but reclassification of
a portion of the active healthcare expense to be treated as a retiree healthcare expense.
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Accounting Information
(Continued)

Projected Benefit Payments (15-year projection)
The following is an estimate of other post-employment benefits to be paid on behalf of current retirees
and current employees expected to retire from PARSAC. Expected annual benefits have been projected
on the basis of the actuarial assumptions outlined in Section 3.
These projections do not include any benefits expected to be paid on behalf of current active
employees prior to retirement, nor do they include any benefits for potential future employees (i.e.,
those who might be hired in future years).

Fiscal Year
Ending
June 30
2018
2019
2020
2021
2022

Projected Annual Benefit Payments
Explicit Subsidy
Implicit Subsidy
Current
Future
Current
Future
Retirees
Retirees
Total
Retirees
Retirees
Total
$ 38,715 $
$ 38,715 $ 17,035 $
$ 17,035
41,150
41,150
14,566
14,566
41,554
2,326
43,880
17,136
17,136
43,939
33,576
77,515
19,975
8,495
28,470
40,461
43,656
84,117
23,096
10,384
33,480

$

Total
55,750
55,716
61,016
105,985
117,597

2023
2024
2025
2026
2027

36,257
37,641
38,947
33,574
34,599

46,851
49,719
52,637
55,832
59,730

83,108
87,360
91,584
89,406
94,329

16,320
18,718
21,355
10,782
12,225

12,557
14,886
17,558
20,745
24,641

28,877
33,604
38,913
31,527
36,866

111,985
120,964
130,497
120,933
131,195

2028
2029
2030
2031
2032

26,355
26,906
27,403
27,840
28,210

65,914
58,312
61,179
65,777
59,042

92,269
85,218
88,582
93,617
87,252

-

29,510
18,220
18,668
22,506
9,206

29,510
18,220
18,668
22,506
9,206

121,779
103,438
107,250
116,123
96,458

The amounts shown in the Explicit Subsidy table reflect the expected payment by PARSAC toward
retiree medical premiums in each of the years shown. The amounts are shown separately, and in total,
for those retired on the valuation date (“current retirees”) and those expected to retire after the
valuation date (“future retirees”).
The amounts shown in the Implicit Subsidy table reflect the expected excess of retiree medical and
prescription drug claims over the premiums expected to be charged during the year for retirees’
coverage. These amounts are also shown separately and in total for those currently retired on the
valuation date and for those expected to retire in the future.
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(Concluded)

Sample Journal Entries
Beginning Account Balances
As of the fiscal year beginning 7/1/2018
Net OPEB Liability
Deferred Resource -- Assumption Changes
Deferred Resource -- Plan experience
Deferred Resource -- Investment Experience
Deferred Resource -- Contributions
Net Position

Debit

Credit

189,574
119,091
207,571
9,106
184,142
276,130

* The entries above assume nothing is on the books at the beginning of the year. So to the extent that values already exist in,
for example, the Net OPEB Liability account, then only the difference should be adjusted. The entries above represent the values
assumed to exist at the start of the fiscal year.

Journal entry to recharacterize retiree benefit payments not
reimbursed by a trust, and record cash contributions to the trust
during the fiscal year
OPEB Expense
Premium Expense
OPEB Expense
Cash

Debit

Credit

41,150
41,150
-

* This entry assumes a prior journal entry was made to record the payment for retiree premiums. This entry assumes the prior
entry debited an account called "Premium Expense" and credited Cash. This entry reverses the prior debit to "Premium Expense"
and recharacterizes that entry as an "OPEB Expense". Also, the entry for cash contributions to the trust is shown.

Journal entries to record implicit subsidies
during the fiscal year
OPEB Expense
Premium Expense

Debit

Credit

14,566
14,566

* This entry assumes that premiums for active employees were recorded to an account called "Premium Expense". This entry
reverses the portion of premium payments that represent implicit subsidies and assigns that value to OPEB Expense.

Journal entries to record other account activity
during the fiscal year
Net OPEB Liability
Deferred Resource -- Assumption Changes
Deferred Resource -- Plan experience
Deferred Resource -- Investment Experience
Deferred Resource -- Contributions
OPEB Expense

Debit

Credit

162,656
43,405
75,652
16,543
128,426
49,934
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C. Funding Information
Prefunding (setting aside funds to accumulate in an irrevocable OPEB trust) has certain advantages,
one of which is the ability to (potentially) use a higher discount rate in the determination of liabilities
for GASB 75 reporting purposes. PARSAC has been prefunding its OPEB liability by contributing 100%
or more of the Actuarially Determined Contribution (ADC) each year.
Different terminology is sometimes used by actuaries and accountants when referring to key liability
and expense components. Here are some of these terms which are often interchangeable:
Actuarial Funding Terminology
Present Value of Projected Benefits (PVPB)
Actuarially Accrued Liability (AAL)
Market Value of Assets
Unfunded Actuarially Accrued Liability (UAAL)
Normal Cost

GASB 75 Terminology
N/A; typically not reported for accounting purposes
Total OPEB Liability (TOL)
Fiduciary Net Position
Net OPEB Liability
Service Cost

PARSAC approved development of Actuarially Determined Contributions (ADC) based on the following
two components, which are then adjusted with interest to PARSAC’s fiscal year end:



The amounts attributed to service performed in the current fiscal year (the normal cost) and
Amortization of the unfunded actuarial accrued liability (UAAL).

The ADC developed for PARSAC’s fiscal year ending June 30, 2019 was determined and presented in
the July 2017 Actuarial Valuation report, based on the plan assets and liabilities projected at the time
that valuation was prepared. A summary of the ADC development for fiscal year end 2019 is shown
below:
Discount Rate
Actuarial Accrued Liability (projected)
Actuarial Value of Assets (projected)
Unfunded Actuarial Accrued Liability (UAAL)

$

Amortization Factor*
Actuarially Determined Contribution for FYE 2019
a. Amortization of UAAL
b. Normal Cost
c. Interest to Fiscal Year End
Total ADC (a. + b. + c. but not less than $0)

6.00%
1,270,200
1,591,406
(321,206)
5.2124

$

(61,624)
57,699
(236)
$
* Determined on a level dollar basis over a closed 10 year period;
6 years remain for FYE 2019

In our professional judgement, the ADC determined on this basis should provide for trust sufficiency,
based on the current plan provisions and employee data, if all assumptions are exactly realized and
providing that PARSAC will contribute 100% or more of the ADC each year. When an agency commits
to funding the trust at or above the ADC, GASB 75 allows use of the expected long term trust return to
be used as the discount rate in determining the plan liability.
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D. Certification
The purpose of this report is to provide actuarial information in compliance with Statement 75 of the
Governmental Accounting Standards Board (GASB 75) for other postemployment benefits provided by
the Public Agency Risk Sharing Authority of California (PARSAC). We summarized the benefits in this
report and our calculations were based on our understanding of the benefits as described herein.
In preparing this report we relied without audit on information provided by PARSAC. This information
includes, but is not limited to, plan provisions, census data, and financial information. We performed a
limited review of this data and found the information to be reasonably consistent. The accuracy of this
report is dependent on this information and if any of the information we relied on is incomplete or
inaccurate, then the results reported herein will be different from any report relying on more accurate
information.
We consider the actuarial assumptions and methods used in this report to be individually reasonable
under the requirements imposed by GASB 75 and taking into consideration reasonable expectations of
plan experience. The results provide an estimate of the plan’s financial condition at one point in time.
Future actuarial results may be significantly different due to a variety of reasons including, but not
limited to, demographic and economic assumptions differing from future plan experience, changes in
plan provisions, changes in applicable law, or changes in the value of plan benefits relative to other
alternatives available to plan members.
Alternative assumptions may also be reasonable; however, demonstrating the range of potential plan
results based on alternative assumptions was beyond the scope of our assignment except to the limited
extent required by GASB 75. Plan results for accounting purposes may be materially different than
results obtained for other purposes such as plan termination, liability settlement, or underlying
economic value of the promises made by the plan.
This report is prepared solely for the use and benefit of PARSAC and may not be provided to third
parties without prior written consent of MacLeod Watts. Exceptions are: PARSAC may provide copies
of this report to their professional accounting and legal advisors who are subject to a duty of
confidentiality, and PARSAC may provide this work to any party if required by law or court order. No
part of this report should be used as the basis for any representations or warranties in any contract or
agreement without the written consent of MacLeod Watts.
The undersigned actuaries are unaware of any relationship that might impair the objectivity of this
work. Nothing within this report is intended to be a substitute for qualified legal or accounting counsel.
Both actuaries are members of the American Academy of Actuaries and meet the qualification
standards for rendering this opinion.
Signed: August 14, 2019
__________________________________
Catherine L. MacLeod, FSA, FCA, EA, MAAA

____________________________________
J. Kevin Watts, FSA, FCA, MAAA
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E. Supporting Information
Section 1 - Summary of Employee Data
Active employees: PARSAC reported 5 active members in the data provided to us for the July 2017
valuation. All were currently enrolled in medical coverage through PARSAC. Average age and service
on the valuation date are shown here.
Valuation
Annual Covered Payroll
Average Attained Age for Actives
Average Years of Service

July 2015
$599,696
53.8
16.3

July 2017
$590,835
59.7
11.2

Retirees: There were 3 retirees receiving benefits under this program on the July 2017 valuation date.

Count
3

Current Retirees
Average
Current
Age at
Age
57.8
63.2

Years of
service
16.1

Summary of Plan Member Counts: GASB 75 requires the employer to report specific plan member
counts. The chart below shows these counts as of the July 1, 2017 valuation date
Summary of Plan Member Counts
Number of active plan members

5

Number of inactive plan members
currently receiving benefits

3

Number of inactive plan members
entitled to but not receiving benefits

*

* We are not aware of any retirees who are eligible but not currently enrolled.
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Supporting Information
(Continued)

Section 2A - Summary of Retiree Benefit Provisions
OPEB provided: PARSAC reported that only the following OPEB is provided: retiree medical coverage.
Access to coverage: Medical coverage is currently provided through CalPERS as permitted under the
Public Employees’ Medical and Hospital Care Act (PEMHCA). This coverage requires the employee to
satisfy the requirements for retirement under CalPERS: either (a) attainment of age 50 (age 52, if a
miscellaneous employee new to PERS on or after January 1, 2013) with 5 years of State or public agency
service or (b) an approved disability retirement. The employee must begin his or her retirement warrant
within 120 days of terminating employment with PARSAC to be eligible to continue medical coverage
through PARSAC and be entitled to the employer subsidy described below.
If an eligible employee is not already enrolled in the medical plan, he or she may enroll within 60 days
of retirement or during any future open enrollment period. Coverage may be continued at the retiree’s
option for his or her lifetime. A surviving spouse and other eligible dependents may also continue
coverage.
Benefits provided: PARSAC has contracted with CalPERS for medical plan coverage since 1995. An
updated resolution, executed in 2016, provides for PARSAC to pay 100% of the employee or retiree
premium plus 80% of the premium for any eligible covered dependents.

Section 2B - Excise Taxes for High Cost Retiree Coverage
The Patient Protection and Affordable Care Act (ACA) includes a 40% excise tax on high-cost employersponsored health coverage. The tax applies to the aggregate annual cost of an employee’s applicable
coverage that exceeds a dollar limit. Implementation of this tax has been delayed by subsequent
legislation to 2022; while there are discussions in Congress of eliminating or again delaying the tax, this
report assumes that it will take effect as current law provides. 1
For those current and future retirees assumed to retain coverage in PARSAC’s medical program, we
determined the excess, if any, of projected annual plan premiums for the retiree and his or her covered
dependents over the projected applicable excise tax threshold beginning in 2022. The excise tax burden
will ultimately fall on PARSAC alone, a combination of PARSAC and plan participants, or be entirely
borne by the affected retirees. The practicalities of how the tax will be recovered by insurers will likely
affect the eventual cost-sharing result.
See Section 3 for assumptions about this excise tax in the valuation. Please note that any assumptions
applied in this valuation are not intended to imply any legal obligation as to PARSAC’s current or
future liability to absorb this potential tax.

1

In July 2019, the U.S. House of Representatives passed a bill to repeal the excise tax on high cost health coverage. It
is anticipated the Senate may draft and approve a similar bill and, if so, that the President would sign this into law. If
this does occur, future valuations would exclude the roughly $4,000 in excise tax liability relating to high cost coverage.
19

Other Post-Employment Benefit Program of the Public Agency Risk Sharing Authority of California
GASB 75 Actuarial Report for Fiscal Year Ending June 30, 2019

Supporting Information
(Continued)

Section 3 - Actuarial Methods and Assumptions
Valuation Date

July 1, 2017

Measurement Date

Last day of the prior fiscal year (June 30, 2018)

Funding Method

Entry Age Normal Cost, level percent of pay

Asset Valuation Method

Market value of assets

Long Term Return on Assets

6.0% as of June 30, 2018 and June 30, 2017
net of plan investment expenses and including inflation

Discount Rates

6.0% as of June 30, 2018 and June 30, 2017

Participants Valued

Only current active employees and retired participants and
covered dependents are valued. No future entrants are
considered in this valuation.

Salary Increase

3.25% per year; since benefits do not depend on salary, this is
used only to allocate the cost of benefits between service years

General Inflation Rate

2.75% per year

Demographic actuarial assumptions used in this valuation are based on the 2014 experience study of
the California Public Employees Retirement System using data from 1997 to 2011, except for a different
basis used to project future mortality improvements. Mortality rates used were the CalPERS published
rates, adjusted to back out 20 years of Scale BB to central year 2008, then projected as described below.
Mortality Improvement

MacLeod Watts Scale 2017 applied generationally.

Healthcare Trend

Medical plan premiums and claims costs by age are assumed to
increase once each year. Increases over the prior year’s levels
are assumed to be effective on the dates shown below:
Effective
January 1
2018
2019
2020
2021

Participation Rate

Premium
Increase
Actual
7.50%
7.00%
6.50%

Effective
January 1
2022
2023
2024
2025 & later

Premium
Increase
6.00%
5.50%
5.00%
5.00%

Active employees: 100% are assumed to continue their current
plan election in retirement.
Retired participants: Existing medical plan elections are
assumed to be continued until the retiree’s death.
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Section 3 - Actuarial Methods and Assumptions
Spouse Coverage

Active and retired participants: Current elections for spouse
coverage are assumed to continue until the spouse’s death.
Actual spouse ages are used, where known; if not, husbands are
assumed to be 3 years older than their wives. Spouse gender is
assumed to be the opposite of the employee.

Dependent Coverage

Active and retired participants covering dependent children are
assumed to continue this coverage until the youngest currently
covered dependent reaches age 26.

Medicare Eligibility

Absent contrary data, all individuals are assumed to be eligible
for Medicare Parts A and B at age 65.

Excise tax on high-cost plans

We assumed the excise tax for high cost plan coverage for
retirees will go into effect in the year 2022. Annual threshold
amounts under the Affordable Care Act (ACA) are shown below.
2018 Thresholds
Single
Other than Single

Ages 55-64
All Other Ages
11,850
10,200
30,950
27,500

Note: Thresholds for disability retirements are assumed to be set at a level
high enough to prevent taxation on disabled retiree benefits.

The thresholds are scheduled to increase by CPI plus 1% in 2019
and by CPI annually thereafter. A 40% excise tax rate was applied
to the portion of premiums projected to exceed the threshold
each year. We assumed that 100% of any excise tax liability for
high cost retiree coverage will be borne by PARSAC.
Development of Age-related
Medical Premiums

Actual premium rates for retirees and their spouses were
adjusted to an age-related basis by applying medical claim cost
factors developed from the data presented in the report,
“Health Care Costs – From Birth to Death”, sponsored by the
Society of Actuaries. A description of the use of claims cost
curves can be found in MacLeod Watts’s Age Rating
Methodology provided in Addendum 2 to this report.
For specific claim costs used in developing the liability, please
refer to Table 4 of the July 2017 Actuarial Funding Valuation
Report.

Changes reflected in the current measurement period:
None.
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Addendum 1: Important Background Information
General Types of Other Post-Employment Benefits (OPEB)
Post-employment benefits other than pensions (OPEB) comprise a part of compensation that
employers offer for services received. The most common OPEB are medical, prescription drug, dental,
vision, and/or life insurance coverage. Other OPEB may include outside group legal, long-term care, or
disability benefits outside of a pension plan. OPEB does not generally include COBRA, vacation, sick
leave (unless converted to defined benefit OPEB), or other direct retiree payments.
A direct employer payment toward the cost of OPEB benefits is referred to as an “explicit subsidy”.
Upcoming excise taxes under the Affordable Care Act for retirees covered by high cost plans is another
potential source of explicit subsidies.
In addition, if claims experience of employees and retirees are pooled when determining premiums,
retiree premiums are based on a pool of members which, on average, are younger and healthier. For
certain types of coverage such as medical insurance, this results in an “implicit subsidy” of retiree
premiums by active employee premiums since the retiree premiums are lower than they would have
been if retirees were insured separately. GASB 75 and Actuarial Standards of Practice generally require
that an implicit subsidy of retiree premium rates be valued as an OPEB liability.
Expected retiree claims
Premium charged for retiree coverage
Retiree portion of premium

Agency portion of premium
Explicit subsidy

Covered by higher
active premiums
Implicit subsidy

This chart shows the sources of funds needed to cover expected medical claims for pre-Medicare retirees. The
portion of the premium paid by the Agency does not impact the amount of the implicit subsidy.

Under GASB 45, for actuarial valuations dated prior to March 31, 2015, an exception allowed plan
employers with a very small membership in a large “community-rated” healthcare program to avoid
reporting of implicit subsidy liability. Following a change in Actuarial Standards of Practice and in
accordance with GASB 75 requirements, this exception is no longer available.

Valuation Process
The valuation was based on employee census data and benefits provided by PARSAC. A summary of
the employee data is provided in Section 1 and a summary of the benefits provided under the Plan is
provided in Section 2. While individual employee records have been reviewed to verify that they are
reasonable in various respects, the data has not been audited and we have otherwise relied on PARSAC
as to its accuracy. The valuation was also based on the actuarial methods and assumptions described
in Section 3.
In developing the projected benefit values and liabilities, we first determine an expected premium or
benefit stream over the employee’s future retirement. Benefits may include both direct employer
payments (explicit subsidies) and/or an implicit subsidy, arising when retiree premiums are expected
to be subsidized by active employee premiums. The projected benefit streams reflect assumed trends
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in the cost of those benefits and assumptions as to the expected date(s) when benefits will end. We
then apply assumptions regarding:




The probability that each individual employee will or will not continue in service to receive
benefits.
The probability of when such retirement will occur for each retiree, based on current age,
service and employee type; and
The likelihood that future retirees will or will not elect retiree coverage (and benefits) for
themselves and/or their dependents.

We then calculate a present value of these benefits by discounting the value of each future expected
benefit payment, multiplied by the assumed expectation that it will be paid, back to the valuation date
using the discount rate. These benefit projections and liabilities have a very long time horizon. The final
payments for currently active employees may not be made for many decades.
The resulting present value for each employee is allocated as a level percent of payroll each year over
the employee’s career using the entry age normal cost method and the amounts for each individual are
then summed to get the results for the entire plan. This creates a cost expected to increase each year
as payroll increases. Amounts attributed to prior fiscal years form the “Total OPEB Liability”. The OPEB
cost allocated for active employees in the current year is referred to as “Service Cost”.
Where contributions have been made to an irrevocable OPEB trust, the accumulated value of trust
assets (“Fiduciary Net Position”) is applied to offset the “Total OPEB Liability”, resulting in the “Net
OPEB Liability”. If a plan is not being funded, then the Net OPEB Liability is equal to the Total OPEB
Liability.
It is important to remember that an actuarial valuation is, by its nature, a projection of one possible
future outcome based on many assumptions. To the extent that actual experience is not what we
assumed, future results will differ. Some possible sources of future differences may include:


A significant change in the number of covered or eligible plan members;



A significant increase or decrease in the future premium rates;



A change in the subsidy provided by the Agency toward retiree premiums;



Longer life expectancies of retirees;



Significant changes in expected retiree healthcare claims by age, relative to healthcare claims
for active employees and their dependents;



Higher or lower returns on plan assets or contribution levels other than were assumed; and/or



Changes in the discount rate used to value the OPEB liability
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Requirements of GASB 75
The Governmental Accounting Standards Board (GASB) issued GASB Statement No. 75, Accounting and
Financial Reporting by Employers for Postemployment Benefits Other Than Pensions. This Statement
establishes standards for the measurement, recognition, and disclosure of OPEB expense and related
liabilities (assets), note disclosures, and, required supplementary information (RSI) in the financial
reports of state and local governmental employers.
Important Dates
GASB 75 requires that the information used for financial reporting falls within prescribed timeframes.
Actuarial valuations of the total OPEB liability are generally required at least every two years. If a
valuation is not performed as of the Measurement Date, then liabilities are required to be based on roll
forward procedures from a prior valuation performed no more than 30 months and 1 day prior to
the most recent year-end. In addition, the net OPEB liability is required to be measured as of a date no
earlier than the end of the prior fiscal year (the “Measurement Date”).
Recognition of Plan Changes and Gains and Losses
Under GASB 75, gains and losses related to changes in Total OPEB Liability and Fiduciary Net Position
are recognized in OPEB expense systematically over time.


Timing of recognition: Changes in the Total OPEB Liability relating to changes in plan benefits
are recognized immediately (fully expensed) in the year in which the change occurs. Gains and
Losses are amortized, with the applicable period based on the type of gain or loss. The first
amortized amounts are recognized in OPEB expense for the year the gain or loss occurs. The
remaining amounts are categorized as deferred outflows and deferred inflows of resources
related to OPEB and are to be recognized in future OPEB expense.



Deferred recognition periods: These periods differ depending on the source of the gain or loss.
Difference between projected
and actual trust earnings:
All other amounts:

5 year straight-line recognition
Straight-line recognition over the expected average
remaining service lifetime (EARSL) of all members that
are provided with benefits, determined as of the
beginning of the Measurement Period. In determining
the EARSL, all active, retired and inactive (vested)
members are counted, with the latter two groups having
0 remaining service years.
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Implicit Subsidy Plan Contributions
An implicit subsidy occurs when expected retiree claims exceed the premiums charged for retiree
coverage. When this occurs, we expect part of the premiums paid for active employees to cover a
portion of retiree claims. This transfer represents the current year’s “implicit subsidy”. Because GASB 75
treats payments to an irrevocable trust or directly to the insurer as employer contributions, each year’s
implicit subsidy is treated as a contribution toward the payment of retiree benefits.
The following hypothetical example illustrates this treatment:

The example above shows that total payments toward active and retired employee healthcare
premiums is the same, but for accounting purposes part of the total is shifted from actives to retirees.
This shifted amount is recognized as an OPEB contribution and reduces the current year’s premium
expense for active employees.

Discount Rate
When the financing of OPEB liabilities is on a pay-as-you-go basis, GASB 75 requires that the discount
rate used for valuing liabilities be based on the yield or index rate for 20-year, tax-exempt general
obligation municipal bonds with an average rating of AA/Aa or higher (or equivalent quality on another
rating scale). When a plan sponsor makes regular, sufficient contributions to a trust in order to prefund
the OPEB liabilities, GASB 75 allows use of a rate up to the expected rate of return of the trust.
Therefore, prefunding has an advantage of potentially being able to report overall lower liabilities due
to future expected benefits being discounted at a higher rate.
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Actuarial Funding Method and Assumptions
The “ultimate real cost” of an employee benefit plan is the value of all benefits and other expenses of
the plan over its lifetime. These expenditures are dependent only on the terms of the plan and the
administrative arrangements adopted, and as such are not affected by the actuarial funding method.
The actuarial funding method attempts to spread recognition of these expected costs on a level basis
over the life of the plan, and as such sets the “incidence of cost”. GASB 75 specifically requires that the
actuarial present value of projected benefit payments be attributed to periods of employee service
using the Entry Age Actuarial Cost Method, with each period’s service cost determined as a level
percentage of pay.
The results of this report may not be appropriate for other purposes, where other assumptions,
methodology and/or actuarial standards of practice may be required or more suitable.
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Addendum 2: MacLeod Watts Age Rating Methodology
Both accounting standards (e.g. GASB 75) and actuarial standards (e.g. ASOP 6) require that expected
retiree claims, not just premiums paid, be reflected in most situations where an actuary is calculating
retiree healthcare liabilities. Unfortunately, the actuary is often required to perform these calculations
without any underlying claims information. In most situations, the information is not available, but even
when available, the information may not be credible due to the size of the group being considered.
Actuaries have developed methodologies to approximate healthcare claims from the premiums being
paid by the plan sponsor. Any methodology requires adopting certain assumptions and using general
studies of healthcare costs as substitutes when there is a lack of credible claims information for the
specific plan being reviewed.
Premiums paid by sponsors are often uniform for all employee and retiree ages and genders, with a
drop in premiums for those participants who are Medicare-eligible. While the total premiums are
expected to pay for the total claims for the insured group, on average, the premiums charged would
not be sufficient to pay for the claims of older insureds and would be expected to exceed the expected
claims of younger insureds. An age-rating methodology takes the typically uniform premiums paid by
plan sponsors and spreads the total premium dollars to each age and gender intended to better
approximate what the insurer might be expecting in actual claims costs at each age and gender.
The process of translating premiums into expected claims by age and gender generally follows the steps
below.
1. Obtain or Develop Relative Medical Claims Costs by Age, Gender, or other categories that are
deemed significant. For example, a claims cost curve might show that, if a 50 year old male has $1
in claims, then on average a 50 year old female has claims of $1.25, a 30 year male has claims of
$0.40, and an 8 year old female has claims of $0.20. The claims cost curve provides such relative
costs for each age, gender, or any other significant factor the curve might have been developed to
reflect. Section 3 provides the source of information used to develop such a curve and shows sample
relative claims costs developed for the plan under consideration.
2. Obtain a census of participants, their chosen medical coverage, and the premium charged for their
coverage. An attempt is made to find the group of participants that the insurer considered in setting
the premiums they charge for coverage. That group includes the participant and any covered
spouses and children. When information about dependents is unavailable, assumptions must be
made about spouse age and the number and age of children represented in the population. These
assumptions are provided in Section 3.
3. Spread the total premium paid by the group to each covered participant or dependent based on
expected claims. The medical claims cost curve is used to spread the total premium dollars paid by
the group to each participant reflecting their age, gender, or other relevant category. After this step,
the actuary has a schedule of expected claims costs for each age and gender for the current
premium year. It is these claims costs that are projected into the future by medical cost inflation
assumptions when valuing expected future retiree claims.

The methodology described above is dependent on the data and methodologies used in whatever study
might be used to develop claims cost curves for any given plan sponsor. These methodologies and
assumptions can be found in the referenced paper cited as a source in the valuation report.
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Addendum 3: MacLeod Watts Mortality Projection Methodology
Actuarial standards of practice (e.g., ASOP 35, Selection of Demographic and Other Noneconomic
Assumptions for Measuring Pension Obligations, and ASOP 6, Measuring Retiree Group Benefits
Obligations) indicate that the actuary should reflect the effect of mortality improvement (i.e., longer
life expectancies in the future), both before and after the measurement date. The development of
credible mortality improvement rates requires the analysis of large quantities of data over long periods
of time. Because it would be extremely difficult for an individual actuary or firm to acquire and process
such extensive amounts of data, actuaries typically rely on large studies published periodically by
organizations such as the Society of Actuaries or Social Security Administration.
As noted in a recent actuarial study on mortality improvement, key principles in developing a credible
mortality improvement model would include the following:
(1) Short-term mortality improvement rates should be based on recent experience.
(2) Long-term mortality improvement rates should be based on expert opinion.
(3) Short-term mortality improvement rates should blend smoothly into the assumed long-term
rates over an appropriate transition period.
The MacLeod Watts Scale 2017 was developed from a blending of data and methodologies found in
two published sources: (1) the Society of Actuaries Mortality Improvement Scale MP-2016 Report,
published in October 2016 and (2) the demographic assumptions used in the 2016 Annual Report of
the Board of Trustees of the Federal Old-Age and Survivors Insurance and Federal Disability Insurance
Trust Funds, published June 2016.
MacLeod Watts Scale 2017 is a two-dimensional mortality improvement scale reflecting both age and
year of mortality improvement. The underlying base scale is Scale MP-2016 which has two segments –
(1) historical improvement rates for the period 1951-2012 and (2) an estimate of future mortality
improvement for years 2013-2015 using the Scale MP-2016 methodology but utilizing the assumptions
obtained from Scale MP-2015. The MacLeod Watts scale then transitions from the 2015 improvement
rate to the Social Security Administration (SSA) Intermediate Scale linearly over the 10 year period
2016-2025. After this transition period, the MacLeod Watts Scale uses the constant mortality
improvement rate from the SSA Intermediate Scale from 2025-2039. The SSA’s Intermediate Scale has
a final step down in 2040 which is reflected in the MacLeod Watts scale for years 2040 and thereafter.
Over the ages 100 to 115, the SSA improvement rate is graded to zero.
Scale MP-2016 can be found at the SOA website and the projection scales used in the 2016 Social
Security Administrations Trustees Report at the Social Security Administration website.

28

Other Post-Employment Benefit Program of the Public Agency Risk Sharing Authority of California
GASB 75 Actuarial Report for Fiscal Year Ending June 30, 2019

Glossary
Actuarial Funding Method – A procedure which calculates the actuarial present value of plan benefits
and expenses, and allocates these expenses to time periods, typically as a normal cost and an actuarial
accrued liability
Actuarial Present Value of Projected Benefits (APVPB) – The amount presently required to fund all
projected plan benefits in the future. This value is determined by discounting the future payments by
an appropriate interest rate and the probability of nonpayment.
CalPERS – Many state governments maintain a public employee retirement system; CalPERS is the
California program, covering all eligible state government employees as well as other employees of
other governments within California who have elected to join the system
Defined Benefit (DB) – A pension or OPEB plan which defines the monthly income or other benefit
which the plan member receives at or after separation from employment
Deferred Contributions – When an employer makes contributions after the measurement date and
prior to the fiscal year end, recognition of these contributions is deferred to a subsequent accounting
period by creating a deferred resource. We refer to these contributions as Deferred Contributions.
Defined Contribution (DC) – A pension or OPEB plan which establishes an individual account for each
member and specifies how contributions to each active member’s account are determined and the
terms of distribution of the account after separation from employment
Discount Rate – Interest rate used to discount future potential benefit payments to the valuation date.
Under GASB 75, if a plan is prefunded, then the discount rate is equal to the expected trust return. If a
plan is not prefunded (pay-as-you-go), then the rate of return is based on a yield or index rate for 20year, tax-exempt general obligation municipal bonds with an average rating of AA/Aa or higher.
Expected Average Remaining Service Lifetime (EARSL) – Average of the expected remaining service lives
of all employees that are provided with benefits through the OPEB plan (active employees and inactive
employees), beginning in the current period
Entry Age Actuarial Cost Method – An actuarial funding method where, for each individual, the actuarial
present value of benefits is levelly spread over the individual’s projected earnings or service from entry
age to the last age at which benefits can be paid
Excise Tax – The Affordable Care Act created an excise tax on the value of employer sponsored coverage
which exceeds certain thresholds (“Cadillac Plans”). The tax is first effective is 2022.
Explicit Subsidy – The projected dollar value of future retiree healthcare costs expected to be paid
directly by the Employer, e.g., the Employer’s payment of all or a portion of the monthly retiree
premium billed by the insurer for the retiree’s coverage
Fiduciary Net Position –The value of trust assets used to offset the Total OPEB Liability to determine
the Net OPEB Liability.
Government Accounting Standards Board (GASB) – A private, not-for-profit organization which
develops generally accepted accounting principles (GAAP) for U.S. state and local governments; like
FASB, it is part of the Financial Accounting Foundation (FAF), which funds each organization and selects
the members of each board
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Health Care Trend – The assumed rate(s) of increase in future dollar values of premiums or healthcare
claims, attributable to increases in the cost of healthcare; contributing factors include medical inflation,
frequency or extent of utilization of services and technological developments.
Implicit Subsidy – The projected difference between future retiree claims and the premiums to be
charged for retiree coverage; this difference results when the claims experience of active and retired
employees are pooled together and a ‘blended’ group premium rate is charged for both actives and
retirees; a portion of the active employee premiums subsidizes the retiree premiums.
Net OPEB Liability (NOL) – The liability to employees for benefits provided through a defined benefit
OPEB. Only assets administered through a trust that meet certain criteria may be used to reduce the
Total OPEB Liability.
Net Position – The Impact on Statement of Net Position is the Net OPEB Liability adjusted for deferred
resource items
OPEB Expense – The OPEB expense reported in the Agency’s financial statement. OPEB expense is the
annual cost of the plan recognized in the financial statements.
Other Post-Employment Benefits (OPEB) – Post-employment benefits other than pension benefits,
most commonly healthcare benefits but also including life insurance if provided separately from a
pension plan
Pay-As-You-Go (PAYGO) – Contributions to the plan are made at about the same time and in about the
same amount as benefit payments and expenses coming due
PEMHCA – The Public Employees’ Medical and Hospital Care Act, established by the California
legislature in 1961, provides community-rated medical benefits to participating public employers.
Among its extensive regulations are the requirements that a contracting Agency contribute toward
medical insurance premiums for retired annuitants and that a contracting Agency file a resolution,
adopted by its governing body, with the CalPERS Board establishing any new contribution.
Plan Assets – The value of cash and investments considered as ‘belonging’ to the plan and permitted to
be used to offset the AAL for valuation purposes. To be considered a plan asset, GASB 75 requires (a)
contributions to the OPEB plan be irrevocable, (b) OPEB assets to dedicated to providing OPEB benefit
to plan members in accordance with the benefit terms of the plan, and (c) plan assets be legally
protected from creditors, the OPEB plan administrator and the plan members.
Public Agency Miscellaneous (PAM) – Non-safety public employees.
Select and Ultimate – Actuarial assumptions which contemplate rates which differ by year initially (the
select period) and then stabilize at a constant long-term rate (the ultimate rate)
Service Cost – Total dollar value of benefits expected to be earned by plan members in the current year,
as assigned by the actuarial funding method; also called normal cost
Total OPEB Liability (TOL) – Total dollars required to fund all plan benefits attributable to service
rendered as of the valuation date for current plan members and vested prior plan members; a subset
of “Actuarial Present Value”
Vesting – As defined by the plan, requirements which when met make a plan benefit nonforfeitable on
separation of service before retirement eligibility
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December 5, 2019
Board of Directors Meeting

APPOINTMENT OF NEW OFFICER, CHUCK DANTUONO AS TREASURER
SUMMARY: PARSAC’s Board elects the governing body’s officers, which include the
President, Vice President, Auditor/Controller and Treasurer. The officers are elected from the
Executive Committee. In the event any office becomes vacant due to resignation, retirement or
other cause, the President may select a Director to fill the vacancy until such appointment is
confirmed by the Board.
RECOMMENDATION: Approve the appointment of Chuck Dantuono as PARSAC’s Treasurer.
DISCUSSION: PARSAC’s Treasurer, Greg Franklin, recently announced his retirement from the
City of Yucaipa and this will be his final Board meeting. Greg has prominently served 25 years on
the Board as President, Vice President, Treasurer, Chairperson of the Finance Committee, and
various subcommittees. His leadership, service and contributions to PARSAC have been
invaluable and he will me missed.
PARSAC’s Bylaws require the President to fill the officer vacancy. President Gillison has
appointed Chuck Dantuono, City of Highland, to complete Greg’s term as Treasurer. Chuck is
currently the Chairperson on the Finance Committee and has been on the Executive Committee
since 2009.
FISCAL IMPLICATION: None.

December 5, 2019
Board of Directors Meeting

CAJPA REPORT – PARSAC ACCREDITED WITH EXCELLENCE
SUMMARY: The California Association of Joint Powers Authority recently evaluated
PARSAC for accreditation. This is a comprehensive evaluation of PARSAC’s programs,
policies, practices, and financial records to ensure the organization meets or exceeds
industry standards. The Accreditation Committee finds that PARSAC is in substantial
compliance with current standards and awards Accreditation with Excellence.
RECOMMENDATION: Receive and file.
DISCUSSION: The California Association of Joint Powers Authorities (CAJPA) was
formed in 1981 to serve as an information and educational network and to promote
insurance and risk management concepts and services for its members. The organization
is now the state’s leading voice for JPA’s, provides legislative advocacy and active
involvement in regulatory matters on behalf of its members.
CAJPA has created an Accreditation Program to establish standards by which California
JPAs can measure their ability to provide efficient services to their member agencies. The
purpose of the Accreditation Program is:
 To assist managers of JPAs in achieving standards of quality for essential elements
of JPA management.
 To assure public officials, governing board members and the public that JPAs are
operating with professionalism and meet industry standards of excellence.
 To address the concerns of state regulators and legislators that JPAs are well
managed, financially secure, and effectively self-regulated.
This accreditation process involves a detailed program study and evaluation, committee
review and issuance of a report. CAJPA members are reviewed by the Accreditation
Committee every three years. PARSAC’s accreditation review was recently completed.
Staff is pleased to inform the Board that PARSAC received an Accreditation with
Excellence. This level of accreditation is reserved for select JPAs that exceed the
mandatory requirements established by CAJPA. PARSAC has held the Accreditation with
Excellence distinction since 1996.
James Marta will present PARSAC’s accreditation certificate to the Board.
FISCAL IMPLICATION: Accreditation further ensures that PARSAC’s self-funded
programs are fiscally sound.
ATTACHMENT: CAJPA Accreditation Report
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I. BACKGROUND
 Description of JPA
The Public Agencies Risk Sharing Authority of California (PARSAC) was created for the purpose of
providing both self-insurance and group purchase coverage for municipalities throughout the State of
California. PARSAC is a statewide agency consisting of thirty-eight (37) city members and one (1)
fire protection district. PARSAC was formerly known as the California Municipal Insurance
Authority (CMIA) when created in 1986.

Mission Statement
To provide shared risk financing, quality coverage and customized services and solutions to
meet the evolving risk management needs of California Public agencies
Program Summary
Liability Program
The Liability Program is one of two membership programs and provides coverage to $50 million per occurrence for
general and automobile liability and public official’s errors and omission. PARSAC self-funds coverage up to $1
million: losses that exceed this amount are covered via the CSAC Excess Insurance Authority (CSAC-EIA).
participants self-insure, or retain, the first portion of each loss. Self-Insured Retention (SIR) options range from
$5,000 to $750,000. This risk sharing program requires members to maintain three times the retention amount in a
reserve fund and carries a minimum premium contribution of $20,000 plus excess premium. Employment Practices
Liability coverage is a component of the Liability program with coverage provided by the Employment Risk
Management Authority (ERMA) up to $1 million per occurrence: coverage above ERMA is provided by CSAC-EIA
up to the Liability Program Limits.
The Liability Program is experience-rated, meaning member contributions are adjusted based on loss experience.
This method ensures equitable distribution of risk and stable rates. Experience-rating also provides each member
with an opportunity to effectively reduce their individual contribution by actively practicing loss prevention.

Employment Practices Liability
The Employment Practices Liability program is a self-funded layer between the member retentions of $5k-$10K and
the excess pool minimum retention of $25k which is retained by PARSAC. The remaining layer is through the
Employee Risk Management Authority JPA from $25k to $1M.

Workers' Compensation Program
The Workers’ Compensation Program commenced in 1990 and is a risk sharing pool. Thus, members share their
exposures within a $500,000 per occurrence retention. Losses in excess of the retention, to statutory limits, are
covered through PARSAC’s participation in the Local Agency Workers’ Compensation Excess Pool (LAWCX), and
the group-purchase of commercial excess insurance. Program participants may elect first dollar coverage or retain
up $350,000.
The program’s base rate funds losses within PARSAC’s retention and includes all classifications of employees (i.e.,
police, fire, maintenance, clerical, etc.). This is an experience-rated program; and therefore the member’s
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contribution is adjusted (from the base rate) to reflect loss exposure. Members with good loss experience will be
charged less than the base rate. Conversely, those members with poor loss experience will pay a higher rate.

Property Program
PARSAC joined the Public Entity Property Insurance Program (PEPIP) which provides insured limits up to $1
billion through a variety of foreign and domestic carriers.

Bond Program
PARSAC's Bond Program offers participating members $1 million per loss limits for the following coverage:
Employee dishonesty & faithful performance of duty
Forgery and alteration
Theft, disappearance and destruction
Robbery and safe burglary
Computer fraud, including funds transfer coverage
Money orders and counterfeit paper currency
Program
Liability

Member Retention
$5k-$750k

Self-Insured Retention
$1M

Excess Coverage
CSAC $5M x $1M

Employment
Practices

$5k-$10k

$25K

ERMA $1M

Workers
Compensation

$0 - $350k

$500k

LAWCX $4.5x of $500k
Ace American 45Mx 5M
National Union Stat X
$50M

Property

$5k-$10k

0

APIP $1B

Boiler & Mach.

0

$100M (optional in APIP
program

Fidelity

0
$1M

Total Covered Payroll; Liability $253,011,612, Workers’ Compensation $209,833,924
Total Insured Values is $1,921,473,755
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Website: jpa.org
Service Providers
Service
Actuary – P/L
Actuary – WC
Financial Auditor
Investment Advisor
Investment Custodian
Program Administrator
Financial Accounting
Insurance Broker
Claims Auditor – P/L
Claims Auditor – WC
Claims Administrator – P/L
Claims Administrator – WC

Organization
Bickmore
Bickmore
Sampson, Sampson & Paterson, LLP
Public Financial Management
Union Bank
In-house
In-house
Alliant
Farley
Praxis
George Hills
LWP

B. Consultant Activities
Data was received from JPA on March 15, 2019 with follow up information received through
June 4, 2019.

C. Purpose / Limitations
California Association of Joint Powers Authorities (CAJPA) Accreditation Program reviews the
organizational structure and activities of a joint powers Authority (JPA), comparing the JPA with
standards adopted by the Association believed to be advantageous to the preservation and
performance of the individual JPA and JPA’s in California as a whole.
This review was conducted for the purpose of forming an opinion on the general operations of
the JPA in accordance with the accreditation best practices standards.
CAJPA does not guarantee that accreditation by CAJPA ensures the legality of the JPA, its
governing document, its contracts or practices. In addition, by accrediting the JPA CAJPA does
not guarantee the JPA’s solvency or liquidity at the time of the accreditation or any time before
or after such accreditation. Neither does accreditation guarantee that an accredited JPA is
administered in such a way that the JPA and its programs are, or will continue to be, financially
sound.
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D. Distribution and Use
This report has been prepared solely for the internal use of CAJPA as a guide in determining the
applicant’s compliance with the CAJPA Accreditation Standards in force at the time of the
accreditation review. No further use or distribution is authorized without the prior written
consent of CAJPA and the consultant
Judgments as to the conclusions, recommendations, methods, and data contained in the report
should be made only after studying the report in its entirety and understanding the limitations
inherent in the analysis, as outlined in the “limitations” section. Of particular note is the
limitation that we cannot assure or guarantee the financial soundness of the applicant JPA.
The supporting data, analysis, description, exhibits, and appendices to this report are provided to
support the conclusions stated herein and are not necessarily suitable for any other purpose.
Furthermore, CAJPA and its accreditation consultants are available to explain any matter
presented herein, and it is assumed that the user of this report will seek such explanation as to
any matter in question.
Judgments as to the conclusions, recommendations, methods, and data contained in the report
should be made only after studying the report in its entirety and understanding the limitations
inherent in the analysis, as outlined in the “limitations” section. Of particular note is the
limitation that we cannot assure or guarantee the financial soundness of the applicant JPA.
The supporting data, analysis, description, exhibits, and appendices to this report are provided to
support the conclusions stated herein and are not necessarily suitable for any other purpose.
Furthermore, CAJPA and its accreditation consultants are available to explain any matter
presented herein, and it is assumed that the user of this report will seek such explanation as to
any matter in question.
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II.

FINDINGS AND RECOMMENDATIONS

We find Public Agency Risk Sharing Authority of California to be in substantial compliance
with current Accreditation Standards. The Accreditation Committee confers continuous
accreditation effective April 28, 2019 for a period of three years.

A. Full Accreditation Requirements
None
B. Accreditation with Excellence Requirements
None
C. Suggestions
Suggestion 1
I. GOVERNING DOCUMENTS AND ADMINISTRATIVE CONTRACTS
B. Pursuant to Section 6509 of the Government Code, the agreement shall specify the
member which restricts the manner of exercising the power of the JPA (Suggestion).
We recommend this requirement be considered during the next review and update of your
JPA agreement.
We look forward to receiving the information documented in the requirements listed above and
following through to grant Accreditation with Excellence to Public Agency Risk Sharing
Authority of California.
Respectfully submitted,

James Marta CPA, CGMA, ARPM
Accreditation Consultant
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California Association of
Joint Powers Authorities
(CAJPA)

ACCREDITATION
WORKSHEETS
As of July 1, 2017
Key:
√ = Satisfactory (Meets or Exceeds Standards)
U = Unsatisfactory (Does Not Meet Standards)
? = Unable to Determine
N/A = Not Applicable
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I. GOVERNING DOCUMENTS AND ADMINISTRATIVE CONTRACTS
Objective
To determine that the governing documents and contracts with major service providers contain all essential
provisions.
CRITERIA

A. The JPA maintains in its records a signed original of the Joint
Exercise of Powers Agreement or other acceptable
documentation from each member agency. (Mandatory)
Other = signed copy of resolution from member’s board,
photo copy of signed JPA agreement. If not an original,
suggest JPA check with counsel about the use of resolutions.

STATUS

DISCUSSION

√

B. The agreement shall contain all of the provisions required in
the enabling legislation in Section 6500 et. seq. of the
Government Code.
1. §6503 requires that the purpose or power to be exercised
and the method by which the purpose will be
accomplished or the manner in which the power is to be
exercised is to be stated in the agreement. (Mandatory)

2. . Pursuant to Section 6509 of the Government Code, the
agreement shall specify the member which restricts the
manner of exercising the power of the JPA (Suggestion)

JPA Agreement, Article VI

√

S

The member has to be named by name.
JPA Agreement, Article IX

3. In accordance with provisions of §6505.5 or §6505.6 the
agreement must designate a treasurer and an auditor.
(Mandatory)
If §6505.5
a. Treasurer and auditor from same member
b. Treasurer and auditor from same county (if under 6505.5
the auditor shall be from the same entity as the treasurer but
does not have to be specifically named and can be the same
person.)
c. A Certified Public Accountant, who can serve both
functions
If §6505.6: Can be an officer or employee of the JPA for
either or both positions. (Does not have to name any one
particular person in the agreement. If the agreement refers to
duties under §6505.6, this includes auditor/and treasurer, we
count this as met.) This is an alternative to §6505.5 and as
such the does not need to be in the agreement.

√
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CRITERIA

5. §6512 or Sec. 6512.2 “requires that the agreement
provide that any surplus money on hand after the
completion of its purpose shall be returned in proportion
to the contributions made.” Or may, in the alternative, in
proportion to contributions made and claims or losses
paid. (Mandatory)

STATUS

√

DOCUMENTS IN WHICH
ITEM CAN BE LOCATED

C. The following are described in appropriate governing
documents (agreement, bylaws, resolutions, master plan
documents, memorandums of coverage, memorandums of
understanding, adopted board policies or other similar
documents):
1. Eligibility criteria; (Mandatory)

DISCUSSION

JPA Agreement, Article XXV

√

JPA Agreement,
Article XXI
JPA Agreement,
Article XXII

2. Procedure for electing officers; (Mandatory)

√

By-Laws Article V, Section 2

3. Terms of office; (Mandatory)

√

By-Laws Article V, Section 2

4. Record retention policy; (Excellence only)

√

5. Power and duties of Board; (Mandatory)
√
6. Indemnification for liability; (Excellence only)
The governing documents address that anyone acting in
their official capacity (board/committee) is indemnified by
the JPA or (not) to eliminate gray area. Employees are
already covered under Gov. Code.
7. Provisions for dissolution of pool; (Mandatory)
There is a process specified for the members to elect to
dissolve the pool.
8. Provisions for financial audits; (Mandatory)

JPA Agreement, Article XIV, Section
F.
√

JPA Agreement, Article XXV
√

√

JPA Agreement, Article XIII, Section
A.

√

JPA Agreement, Article XIII, Section
B.

√

JPA Agreement, Article XIII, Section
C.

9. Provisions for actuarial studies; (Excellence only)

10. Provisions for claims audits: (Excellence only)

11. Provisions for assessments & distributions; (Mandatory)

JPA Agreement: Article VIII &
Bylaws Article III: section 1.

√

JPA Agreement, Article XX
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CRITERIA

12. Provisions for member withdrawal from a program or JPA
as a whole.
These provisions shall include:
 Notice requirements (recommend board resolution
for withdrawal from JPA; resolution to get in,
resolution to get out)
 Financial obligations and entitlements, i.e.
responsibilities for future assessments or rights for
future dividends. (Mandatory)
13. Provisions for termination of JPA members (such as the
right to cancel for non-payment of premiums,
underwriting problems, or the failure to adequately
control risks); (Mandatory)
14. Provision for a meeting of the board at least annually;
(Mandatory)
(The board will meet at least annually, not an annual
meeting according to Roberts Rules of Order.)
CRITERIA

15. Provision for the resolution of coverage and claims
disputes with its members; (Excellence only)
16. Provision for obligations of members. (Mandatory)
The governing documents identify obligations of
members, e.g.
 Payment of contributions
 Representative for board
 Provide requested data

STATUS

DISCUSSION

JPA Agreement, Article XXII

√

JPA Agreement, Article XXIII
√
By-Laws Article IV, Section 2
√
STATUS

√

DISCUSSION

Memorandum of Coverage
JPA Agreement, Article VII and
Article XIX

√

D. Governing Documents and Prior Accreditation Report:
1. The JPA is in substantial compliance with its governing
documents. (Mandatory)
2. The JPA Governing Board has reviewed the prior
Accreditation Report for findings and recommendations.
(Excellence)

√
√

10/1/16

PARSAC

- 11 -

E. The JPA has written contracts with firms or individuals that
provide program administration services, insurance
brokerage services, claims administration services, or have
access to JPA funds. Such contracts shall include:
(Mandatory)
1. Scope of services of the contractor;
2. Indemnification and insurance requirements; (A fidelity
bond is required for any contractor that has access to
JPA funds. If coverage doesn’t cover forgery and
alteration then it would not be sufficient coverage; or is
employee dishonesty enough. Optional for consultant to
add as a recommendation if they believe this is a
concern.)
3. Compensation;
4. Term of Agreement;
5. Contract cancellation provisions;
6. Ownership of records;
7. Duty to disclose conflicts of interest including but not
limited to other sources of income; and
(Suggest consultant inquire if there is a process to
provide for this disclosure but this is not a standard
requirement and may just be a suggestion.)
8. Language addressing how and by whom fines and
penalties are to be paid. (applies to workers'
compensation third party claims administrators only).
(For investment advisor contract see V-H)
F. The JPA has certificates of insurance on file evidencing
coverage required in contracts under E., above. (Mandatory)
(Consider writing a suggestion for the pool to have a process
to collect and review these if they do not have them on file
and must collect them during the study.)
G. If the JPA offers employee benefit programs to member
agencies, a written plan description must be provided to
covered employees. (Mandatory)
CRITERIA

H. The JPA keeps minutes of all meetings of its governing body
and standing committees. (Mandatory)
 Minutes are maintained in conformance with the Brown
Act as amended where a record of how each member
has voted is maintained as required under G.C. Section
54953(c)(2)

Refer to Exhibit 4 Below

√

√

N/A
STATUS

DISCUSSION

√
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Exhibit 4
Contracts with Major Service Providers
Name of
Contractor

Scope
Of
Services

Indemnification
& Insurance
Fidelity bond if
they write checks

Compensation

Term

Cancellation

Ownership of
Records

Disclosure
of
conflicts
of interest and

Fines &
Penalties
W/C only

other sources of
income

SelfAdministered

JPA
Administration

n/a

n/a

n/a

n/a

n/a

n/a

n/a

Alliant
Insurance
Services

Insurance
Brokerage
Services

√

√

√

√

√

√

n/a

LWP Claims
Solutions Inc

W.C. Claims
Administrator

√

√

√

√

√; provides

√

√

George Hills
Company, Inc.

Property
Liability
Claims
Administrator

√

for transfer of
files.

√

√

√

√

√
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II. GOVERNMENT RULES
Objective
To determine that the JPA complies with the various reporting requirements and other mandates imposed by
the State of California and its regulatory agencies.
CRITERIA

STATUS

A. The JPA has filed a notice of its joint exercise of powers
agreement and any amendments or membership changes
with the Secretary of State identifying (GC 6503.5):
(Mandatory)
1. The name of each member;
2. The effective date;
3. The purpose or power to be exercised; and
4. A description of the amendment, if any.
If the name of the JPA changes, counsel may be asked
whether a new JPA agreement must be signed.
Required if you add a new member or delete a member
Notice must be filed within 30 days of amendment or
member changes

√

B. The JPA has made the necessary Public Agency Roster filing
with the Secretary of State and county clerks in the counties in
which the JPA has offices. (G.C. 53051) (Mandatory)
Filing required when board members or location changes.

√

C. The JPA has adopted a Conflict of Interest Code, formally
reconsiders it prior to October 1st of all even-numbered years,
and oversees any required filings of the Statements of
Economic Interest with the Fair Political Practices
Commission or the designated filing agent. (G.C. 87306.5)
(Mandatory)
If the filing office is not perceived to be a governmental facility and
accessible to the public, the JPA is required to send originals to
the FPPC and retain copies. Review with the FPPC.
If the Executive Director has provided waivers these waivers
should be documented. If the JPA did not document such waivers
then this would be a suggestion the first time and a requirement in
future accreditations.

√

D. If the JPA is subject to Education Code 17566(e) it procures
triennial actuarial studies on its employee benefit programs.
(Mandatory) (Provision for community college districts
Education Code Section 81602 actuarial study under ERISA)

n/a

E. The JPA’s governing body approves its annual budget. (G.C.
6508) (Mandatory)

√

DISCUSSION

Reviewed by staff, no changes.
Code is sent to board members
annually.
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F.1 The JPA has filed the “Special Districts Financial Transactions
Report” with the State Controller/Division of Local
Government Fiscal Affairs Special District Unit. (GC 53891)
(Mandatory)

√

CRITERIA

STATUS

F.2 The JPA has filed the annual compensation report with the
State Controller’s office. (Mandatory) GC 53892 (l)

√

F.3 If the JPA has a website, the web site must contain or link to
the annual compensation report for the JPA. (Mandatory) GC
53908

√

G. The JPA has filed its Audited Financial Statement with
 the State Controller and,
 with the county auditor of the county where the home
office of the JPA is located within 12 months of the end of
each fiscal year. (G.C. 6505 (c) ) (Mandatory)

√

H. JPA and/or members have valid certificate(s) of consent to
self-insure Workers’ Compensation (Labor Code 3700) and
files any changes in claims administrators (8Cal Code Regs
Sec.15402) and the necessary annual reports with the Dept.
of Industrial Relations on or before October 1st of each year.
(Labor Code 3702.2) (Mandatory) (This does not apply to
excess pools.)

√

I.

Meetings and Meeting Notices
1. The JPA properly posts meeting notices and, (Mandatory)
Board and standing committees. Check for ADA posting
requirements. Note, the Attorney General has determined
that valid posting means available to view 24/7 (consider
posting on outside window). Agendas must be posted to
the JPA website.
Ensure notices are provided for teleconferencing as
necessary including proper posting requirements.
2. conducts its meetings in accordance with the Brown Act.
(G.C. 54954.2, G.C. 54953.2 and 42 U.S.C. 12132)
(Mandatory)

J.

DISCUSSION

JPA’s that self-insure medical benefits annually file a copy of
their audit with a declaration to the Department of Managed
Health Care as required for exemption from Knox-Keene
requirements. (Code of Civil Procedures 2015.5) (Excellence
Only)

√

√

n/a
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III. INSURANCE AND COVERAGES
Objective
To determine that the JPA properly identifies and handles its own exposures to loss, secures any insurance
required by its governing documents and/or any other legal requirement, monitors the adequacy of coverages

CRITERIA

STATUS

DISCUSSION

A. Insurance and Coverages
1. The JPA maintains an official bond as required by state
law (G.C. 6505.1 and 6505.5). The JPA requires fidelity
coverage for a person or persons that are entrusted with
any property of the JPA. (Mandatory)
Pool needs coverage for treasurer, most employee
dishonesty policies exclude the Treasurer, have insurance
company issue an endorsement deleting this exclusion.
Suggest that the JPA fix the amount of the bond as a
specific amount as described in GC Section 6505.1

National Union Insurance Co
of PA 7-1-17 to 7/1/19
√

2. The JPA insures or self-insures for the following
exposures as appropriate: (Mandatory)
Review to ensure the JPA is named as a covered party.
If the JPA is not a covered party and is not buying
coverage then ensure that the JPA is making a conscious
decision to retain this risk.
a. Public Officials Errors & Omissions;

√

CSAC EIA MOC

b. Employee Fidelity; (insurance only, self-insurance not
allowed) (G.C. 6505.1)

√

National Union Insurance Co
of PA

c.

Commercial General Liability;

√

d. Workers Compensation;
e. Fiduciary Liability;
Required for self-funded health and welfare plans
(May review public officials Errors and Omissions
coverage, look at exclusions (if it only excludes
ERISA then that doesn’t exclude government entities)
A standard commercial general liability policy doesn’t
extend to fiduciary coverage.)

√

CSAC EIA MOC
Cyber- APIP/PEPIP - Alliant
Crime ACIP - Alliant
SLIP Policy – Great American
Insurance Policy
LAWCX MOC

n/a
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f.

Auto Liability; including hired and non-owned auto; and
even if no autos are owned.

√

g. Property.
√

CSAC EIA MOC
APIP – Alliant
Pollution – Illinois Ins. Co. Three cities

it provides to its members and maintains permanent policy files.
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CRITERIA

STATUS

DISCUSSION

3. For the risk retained by the pool the JPA provides a coverage
document that that includes or references a declaration page
that includes:





Definitions
Insuring agreement
Conditions
Exclusions
Note, this can be met by reference to other agreements or
laws; ie labor code. (Mandatory)
Recommend that the JPA not include excess limits on the
declaration page else it might be interpreted as included in the
JPA’s form. In that case the JPA may have to assume the
same coverage provisions in to the excess layer.
The notes below provide additional considerations but in themselves
are not specific requirements:

The JPA should in addition consider scope of coverage, obligation if any
to defend and indemnify, report claims, expectation of member to report,
settlement. When you are not covering? Details to consider:
Declaration Page (unique to each member and/or year of coverage)

Identify covered parties, persons, entities

Retention/deductible and limits

Dates of coverage

Premium/contributions
Definitions (key terms)

Coverage trigger (i.e. “occurrence”, “wrongful act”, etc.)

Coverage parts (E&O, Personal Injury, etc.)

√

Insuring Agreement (what is covered)

Reimburse vs. indemnify

BI/PD

E&O

EPLI

Stat WC benefits
Conditions (obligations to be met)

Claim reporting/notice

Appeals

Action against authority (dispute resolution)

Other coverage

Subrogation

Assignment

Cancellation/non-renewal

Severability

Defense and Settlement (may be condition or stand-alone)

Increased cost of construction; enforcement of ordinance and law.
Exclusions

Asbestos, contract, nuclear, punitive damages, terrorism, etc.
If the JPA follows form of the excess carrier or pool then is there a policy
document that makes this explicit?
Is the document clear regarding the duty to defend within a deductible, member
retention or pool sir?
Issue has been some JPA’s do not have these items articulated then if there is a
dispute the court will say… you don’t say you don’t do this so you must…
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CRITERIA

STATUS

B. The JPA evaluates its insurers, excess insurers, reinsurers
and risk pools for quality, stability, and financial solvency.
(Mandatory)
(Review of current and past insurers due to outstanding
claims. See process for evaluating excess insurers and
excess risk pools and reinsurers document)
Suggest that insurance carriers current and past be reviewed;
this review may include current ratings and any solvency
issues.
Suggest that any pooling arrangements entered into that the
pool be reviewed annually to evaluate the financial condition
and if the pool is accredited.

√

C. The JPA keeps all memoranda of coverages and insurance
policies permanently on file. (Mandatory)

√

D. The JPA maintains and distributes coverage agreements and
insurance policies as appropriate. (Mandatory)

√

DISCUSSION
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IV. ACCOUNTING & FINANCE
Objective
To determine that the JPA complies with all applicable accounting standards and has adopted an investment
policy.
CRITERIA

STATUS

A. The JPA materially adheres to all applicable GAAP, GASB,
and other accounting standards. (Mandatory)
Non compliance examples:
 Not recording IBNR
 Unrecorded ULAE (material)
 Inadequate disclosures (Required Supplementary Information
(RSI) #1, by line of coverage and RSI #2) loss development
by line of coverage and disclosure of ceded insurance.
 Inappropriate application of GAAP, (such as recording equity
in another pool) (cannot be cured by disclosing the policy
and limitations)
 Liabilities not fairly stated (materially overstated;
 Don’t record above expected, any additional should be
recorded as a designation of retained earnings).
 GASB 31, market value of investments
 GASB 40 Custodial Credit Risk Disclosures
 GASB 27 Pension Liabilities
 GASB 45 Other Post Employment Benefits
 Capital Asset Impairments
 Related Party Transactions
 Extraordinary Items
 Prior Period Adjustments
 Contingent Liabilities
 Recording reinsurance recoveries when received instead of
netting out of claims expense when paid and setting up as a
receivable.
 The MD&A is sufficient
(Consultant will review above irrespective of auditor’s opinion)

√

B. The JPA issues to its members periodic financial reports at
least annually or more frequently if required by its governing
documents. (Mandatory)

DISCUSSION

√

C. Financial Audits
1. The JPA has undergone annual independent financial
audits conducted by a CPA in accordance with generally
accepted auditing standards, a report of which has been
made available to all members as required by its
governing documents. (Mandatory)

√
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CRITERIA

2. If the JPA has received an opinion other than an
unqualified opinion on the audit of its financial statements,
the JPA governing board has satisfactorily addressed any
such qualifications of opinion, audit exceptions or negative
statements. (Mandatory)

STATUS

DISCUSSION

n/a

3. The independent auditor shall include a report on
internal controls. Mandatory
(Issue a report on internal control and compliance for
governmental auditing standards or an internal control
report under Statement on Auditing Standards 115 to
meet this.)

√

4. If a management letter or report on internal controls has
been issued, the JPA governing board has addressed any
recommendations. (Mandatory)

√

D. Unpaid Claims Liabilities
1. The JPA has assets sufficient to pay all unpaid claims
liabilities and maintains a reasonable contingency margin.
The determination of whether there is a reasonable
margin for contingencies will include consideration of
investment income, excess of loss insurance, aggregate
stop loss insurance, assess ability, size of program,
volatility of risk, tolerance of membership, disclosure to
board and any other relevant factors. (Excellence only)
(If there is a deficit and the board has made an
assessment, the receivable is recorded to offset the
deficit.)

√

2. If the JPA does not currently have sufficient assets to pay
unpaid claims liabilities, it has a reasonable financial plan
in effect that will generate sufficient revenues to pay all
unpaid claims liabilities and to establish a contingency
margin. (Mandatory)

n/a

For both D (1) and D (2) above, unpaid claims include: (Mandatory)
a. Case reserves for reported claims;
b. Incurred but unreported claims;
c. Expected loss development; and,
d. Allocated & unallocated loss adjusting expenses.
3. JPAs with a self-funded medical benefits plan must fund
at a level sufficient to cover expected claims, including the
run-out, plus a reasonable contingency for adverse
experience. Absent any acceptable evidence to the
contrary, the contingency for adverse experience shall be
set at an amount equal to or greater than the expected
run-out of claims. (Mandatory)
4. JPA’s with self-funded benefit plans other than medical
must fund such programs at a level sufficient to cover
expected claims and projected run-out, plus a reasonable
contingency for adverse experience. (Mandatory)

√

n/a

n/a
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CRITERIA

STATUS

E. The JPA’s current contribution levels for each self-funded
program is in concert with Section D, above. (Mandatory)

√

F. The JPA has adopted a target equity policy and considers it
when evaluating funding and dividends. (Mandatory)
(For sample targets see target equity worksheet)

√

DISCUSSION

Rate stabilization policies

G. Any JPA with non-risk sharing program(s) must clearly
indicate in the governing documents the financial and
operational structure of such program(s). (Mandatory)
To be considered as a W.C. non-risk sharing program, it must
not be operating under a master workers’ compensation
certificate filed with the State Dept. of Self-Insurance Plans.
In lieu of funding standards contained in Section E above, a nonrisk sharing program must:
1. Calculate and communicate the individual member net
asset balances and liabilities to the members annually.

n/a

2. Be sufficiently assessable to ensure that program's cash
flow needs are met.

n/a

3. Demonstrate that it has adequate cash on hand to meet
future claims costs.

n/a

H. The JPA maintains a suitable management information
system that includes premium computation methods and/or
allocation formulas. (Excellence only).

√
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V. INVESTMENT OF FUNDS
Objective
To assure that policies and procedures are in effect to protect and preserve the JPA's financial assets.
CRITERIA

STATUS

DISCUSSION

A. The JPA has a written investment policy that contains:
(Mandatory)
Required for all, even if they only have money in LAIF and or
County Treasury.
1. A statement of objectives as required by G.C. § 53646

√

2. Description of permitted investments, which must be in
conformity with California G.C. §53601 and reasonable
under "prudent investment rule."

√

3. The written investment policy is reviewed annually by
governing body or an investment committee pursuant to
California G.C. § 53646(a).

√

B. The JPA invests its funds in conformity with GC §53601. (G.C.
6509.5) (Mandatory)

√

C. The JPA provides evidence that the governing body or an
investment committee periodically considers diversification of
risk as to type of investment and individual institution.
(Excellence only)

√

D. The JPA has in place internal controls that include:
(Mandatory)
Government pooled funds excepted.
1. Separation of functions (buying and selling of securities is
separate from accounting and reporting of transactions) if
the size of the staff can accommodate this;

√

2. Separate verification of all transactions; and

√

3. Written documentation of procedures.

√

Operating procedures

E. If the Treasurer has the authority to reinvest, sell and
exchange securities:
1. The JPA makes such delegation of authority annually.
(G.C. §53607). (Mandatory)

n/a

2. The Treasurer renders a monthly report of investment
transactions to the governing board. (G.C. 53607).
(Mandatory)

√
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CRITERIA

STATUS

DISCUSSION

THE FOLLOWING REQUIREMENTS (F, G, H & I) ONLY APPLY
TO JPAs THAT MANAGE THEIR OWN INVESTMENTS, WITH
OR WITHOUT THE USE OF INVESTMENT CONSULTANTS.
Does not apply to JPA funds that are deposited with county or
state investment pools.
F. The JPA provides evidence that the Treasurer or Chief
Financial Officer has submitted a quarterly report in a timely
manner to the governing board containing the investment
information required by California G.C. §53646 (b) (1), a
description of compliance with the statement of investment
policy G.C. §53646 (b) (2), and a statement of ability to meet
expenditure requirements over the next six months G.C.
§53646 (b) (3). (Excellence) Should be signed by Treasurer
or CEO. (Note; under 53646 it does not state that you must
provide the transaction detail as described under 53607 for a
treasurer that has investment authority)

√

G. The quarterly investment report filed with the governing body
shall also contain:
1. Type of investments; (Excellence)

√

2. Issuing institution; (Excellence)

√

3. Dates of purchase and maturity; (Excellence)

√

4. Par and dollar amount invested on all securities;
(Excellence)

√

5. Investments and monies held by the JPA; (Excellence)

√

6. Current market value, including source; (Excellence)

√

7. Coupon rate; (Excellence only)

√

8. Effective yield rate; (yield to maturity) (Excellence only)

√

9. Portfolio total rate of return; (Excellence only)

√

10. Cash and security transactions; (Excellence only)

√

11. Percentage of portfolio by issuer or security type.
(Excellence only)

√

H. JPAs that own investment securities shall have an
independent custodian who shall not be from the same
department of the financial institution or broker/dealer from
whom the JPA buys or sells the security, or the investment
advisor. (Mandatory)
1. There shall be a written contract between the JPA and the
independent custodian that includes: (Mandatory)
a. Scope of services
b. Compensation
c. Termination

Union Bank of California
√
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CRITERIA

STATUS

2. Monthly reports shall be sent directly from custodian to a
specific person at the JPA. (Excellence only)

√

3. Custodial statements shall be reconciled with an in-house
or investment advisor's report. (Mandatory)
Should be independent of the custodian and investment
advisor. Should be documented in the investment
accounting procedures. Recommend quarterly.

√

4. The third-party custodian shall maintain adequate fidelity
coverage. (Excellence only)

√

DISCUSSION

I.

For JPAs that engage in services of a professional investment
advisor, the following safeguards are in place:
For the purpose of this Section I, an investment advisor is a
person or firm that provides advice as to the value of securities or
property or the advisability of purchasing or selling such securities
or property. The advisor may have discretionary authority or
control to purchase or sell. An investment advisor renders advice
to the JPA on a regular basis with the understanding that his or
her advice will be an integral factor in the investment decisionmaking process relative to the particular needs of the JPA.
Purely clerical or ministerial duties such as record-keeping,
reporting, processing, or disseminating information generally will
not be classified as investment advisory activities, absent
authority, discretion, or control.
1. There is a written contract between the advisor and the
JPA that includes; (Mandatory)
a. Scope of services
b. Compensation
c. Duty to disclose conflicts of interest
d. Termination
e. Disclosure to JPA of any investigation by a regulatory
body for investment-related regulatory violations.
2. The JPA has a process to ensure the investment advisor
has disclosed any conflict of interests (Mandatory)
(This may be satisfied by a provision in the contract as
addressed in I(1) above or FPPC form 700, or review of
Form ADV Parts 1 and 2; this should be done annually.)
we are concerned that this does not satisfy the objectives
of “disclosure” form 700 and ADV, recommend an annual
statement of conflicts; list conflicts .
3. All securities are purchased in the name of the JPA.
(Mandatory) Deposits in LAIF or a treasury are not
“securities”

√

√

√

4. The advisor sends monthly reports to the JPA containing
information described in Section D above. (Mandatory)
√
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CRITERIA

5. The advisor reports at least quarterly an evaluation
including total rate of return and a comparison of the
pool's total rate of return to reasonable benchmarks (i.e.,
U.S. Treasury securities, an index comprised of
Treasuries, or LAIF). (Excellence only)
6. The investment advisor carries Investment Advisor
Professional Liability Insurance with a per claim/aggregate
limit of at least $1,000,000. (Mandatory)
J.

JPA’s that place their investments in or through County or
State investment pools, or in FDIC insured contracts will issue
quarterly reports to the governing body, chief financial officer,
and auditor in accordance with G.C. §53646 (e). (Excellence)

STATUS

DISCUSSION

√

√

√
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VI. FUNDING AND ACTUARIAL STANDARDS
Objective
To determine that the JPA has completed actuarial studies or independent evaluations on each of
its self-funded programs. There may be instances in which the provisions of this section may be
waived because such studies may not be considered necessary (such as for property or vehicle
physical damage programs).
Programs: Property / Liability/Workers Compensation
CRITERIA

A. The JPA has had property or casualty (including W.C.)
actuarial study(ies). Such study was conducted by a
Member of the American Academy of Actuaries and
addressed all of the relevant items in Sections IV. E and IV.
F. Such study(ies) shall be conducted within the last three
years (Mandatory) or annually. (Excellence only). (The
actuary should be conducted for major programs, if a pool is
in run-out it still should have an actuary study, unless as
determined by the committee the risk and variability has
sufficiently diminished. Such considerations would be; line of
coverage, the risk layer retained, whether the pool is an
excess layer pool, the variability inherent in the claims and
how the claims are developing.)

STATUS

DISCUSSION

Bickmore
Mike Harrington FCAS,
MAAA
√

B. If loss reserves requirements were computed on a
discounted (present value) basis, the pay out pattern and
projected rate of return were reasonable. (Mandatory)
Is the discount rate reasonable given; current cash and
investment balances, accounts receivable or deficit balances,
or the character of the assets such as buildings?

√

C. If the JPA has a self-funded medical benefits plan, it must
conduct an independent rate study and fund level evaluation,
including consideration of a reasonable contingency margin
for adverse experience. Such study shall be conducted
annually (Excellence only) or within the last 36 months.
(Mandatory).

n/a

D. If JPA has other miscellaneous self-funded programs (such
as dental, vision, long-term disability or life), it must conduct
independent rate studies and fund level evaluations within
the last 36 months (Mandatory) or bi-annually. (Excellence
only)
Evaluation does not have to be prepared by actuary - can be
by benefit consultant.

n/a

Liab 10/15/18
Wc 8/20/18

Liability
WC

1.5% discount
2.5% discount
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VII. RISK CONTROL
Objective
To determine that the JPA actively promotes risk control principles and practices to its members
and that necessary budgetary appropriations for such services are made. An excess JPA may
meet this requirement by requiring its member agencies to be responsible for having their own risk
control program.
CRITERIA

STATUS

DISCUSSION

A. JPAs are active in promoting risk control principles among
their member agencies. This shall include the following:
(Compliance with two or more is required for Excellence) Not
applicable for benefit programs.
1. Promoting a risk transfer policy that addresses additional
insured’s, minimum insurance limits and proof of suitable
insurance coverage.

√

5. Establishing risk control standards for the significant
exposures of its member agencies.
For liability and property.

√

3. Prioritizing the use of its risk control resources, based on
such factors as; (a) loss ratios, (b) frequency, and (c)
severity rates.

√

4. Offering risk control assistance to its member agencies,
including (a) conducting or facilitating risk control
inspections, (b) investigating large losses, (c) conducting
risk control training for its member agencies, and/or (d)
providing wellness and/or employee assistance program.

√

5. Providing or facilitating the procurement of appraisal
services, in order to maintain accurate records of its
members' property components and values.

√

B. The JPA's budget provides for the above. (Excellence only)

√

C. The JPA maintains a suitable management information
system that includes: (Excellence only)
1. Relevant information about type and quantity of
exposures being assumed.

√

2. Relevant information about the type, number and cause of
accidents resulting in claims against its member agencies.

√
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VIII. CLAIMS MANAGEMENT
Objective
Measure nature, scope, and quality of the claims management services provided by JPA and its
contractors.
Program: Liability / Workers Compensation
CRITERIA

STATUS

A. The JPA has established a suitable claims management
system. Excess JPA’s must have a process to monitor
primary claims handled by, or for, its member agencies.
(Mandatory)

√

B. The JPA has established a litigation management program.
(Excellence only)
Evidence of this may include
 Budget
 Written plan for litigation on a each litigated case
 Guidelines for oversight of litigation
 Contracts with attorneys
Although this the above may not be applicable for
excess pools; does the excess pool:
 have oversight only over primary layer litigation?
 assign associate defense counsel?
 ensure the primary pool or covered party has a
litigation program?

√

C. The JPA has conducted a claims audit on each significant
self-funded program within the last 2 years. Significant selffunded programs shall include W.C., liability, and medical
malpractice. (Excellence only) (A periodic OBEA audit may
be acceptable replacement on a self-administered program
(in-house administration) however; this audit does not have
the same scope in review of reserves).
The audit should be conducted by a qualified claims auditor,
independent of the JPA, the claims administrator and the
insurers, and should determine whether or not:

DISCUSSION

Liability: Praxis Claims
Consulting June 2018
WC: Farley Consulting Services
LLC June 16, 2017

1. Claims are handled in a timely and organized manner;

√

2. The claims administrator adequately communicates with
the JPA, its members, and the claimants;

√

3. Case reserving practices are reasonable;

√
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CRITERIA

6. Loss experience reports accurately reflect the case
reserves and the payments. As an alternative, this
determination may be made during the financial audits
required in Section IV. C. of these Accreditation
Standards.

STATUS

DISCUSSION

√

5. The JPA is receiving quality claims services. General
evidence of this may be indicated from the following:
a. Staffing levels are adequate in relation to caseloads;

√

b. Adjusters identify claims with subrogation potential;

√

c.

√

Excess insurers are notified of claims with excess
potential;

d. Litigated claims are adequately managed;

√

e. Coverage is verified; and

√

f.

√

Adequate investigations are performed.

D. The JPA has addressed all major recommendations and
significant findings included in the audit report.
Consideration of a future standard: (An excess pool has a
process of reviewing primary layer claim audit results and
follow-up with members (Excellence only)

√

E. The JPA maintains a management information system that
includes relevant information about the type, number and
cost of claims being reported and adjusted. (Excellence
only)

√

F. If the JPA provides employee benefit plans for its members, it
must have an appeals process for handling claims and/or
coverage related disputes. (Mandatory)

n/a

G. The JPA has a written policy addressing settlement authority
(Excellence only)

√

Reviewed correspondence that
the items are being addressed or
in process

Resolution 2007-2
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IX.

Underwriting

Objective
To determine that the JPA has a clear process for developing and monitoring its underwriting
policies and processes
CRITERIA

STATUS

This applies to rating individual members and overall program
management

√

DISCUSSION

I. Underwriting Objectives
1. The JPA has established a written underwriting policy.
This policy should include the following (mandatory):
This should be a written policy approved by the board

a. A definition of the underwriting function /
mission
b. Address suitability or fit of member
c. As applicable considers
i. Claims
ii. Exposures
iii. Actuarial results
d. Defines relevant period or value of data. (ex last
5 years; or capped at $150,000)

√

√

√

√

2. There is an objective contribution allocation formula

(mandatory)

√

(Addresses both new and existing members)

a. It identifies the components in writing as part of
the policy

√

b. The policy identifies guidelines for credits or
debits, if any
√
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CRITERIA

STATUS

DISCUSSION

3. There is an approval process for new members by board
or who they delegate this approval. (mandatory)

√

4. The underwriting policy is formally reviewed
periodically or at least once every three years. (mandatory)
(a fresh look at the formulas) This review should consider:
a. Is the process adequately measuring the risks?
b. Is the process adequately allocating costs?
5. Underwriting considers the target net assets
(Excellence)
May include a dividend & assessment formula

√
√

√
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X.

OPERATIONS AND ADMINISTRATIVE MANAGEMENT

Objective
To determine that the JPA (A) has a process for developing and implementing a strategic plan setting forth its
goals and objectives for the future, (B) regularly and effectively communicates with its members (C) actively
involves its governing board members and staff in education and training programs offered by relevant
professional associations and (D) maintains procedures and policies relating to information systems.
CRITERIA

A. The JPA conducts an effective strategic planning process to
guide its future efforts. This should include an analysis of the
environmental trends and the organizational strengths,
weaknesses, opportunities and threats. Such a process may
also include the following: (Excellence only)

STATUS

DISCUSSION

December 10, 2017
√

1. A survey of member expectations and related perceptions;
(either formally or informally)
2. A mission statement with supporting goals, objectives and
tasks.

√

3. Consideration of the target equity policy.

√

B. The JPA regularly communicates with its member entities.
Such communication may include (Excellence only)
One or more or related communication efforts with members
1. Annual reports, newsletters, or similar media;

√

2. Notice of major policy issues;

√

3. Periodic workshops, seminars, or similar educational
activities;

√

4. Surveys of its member agencies, its service providers,
and staff.
5. JPA website for communication with members

√

C. The JPA governing board and staff are actively involved in
education and training programs. Such involvement may be
indicated by the following: (Excellence only)
1. Participation in one or more of the following
organizations:
a. CAJPA (California Association of Joint Powers
Authorities)

√

b. PARMA (Public Agency Risk Managers
Association)

√

c. PRIMA (Public Risk Management Association)
d. CPCU Society (Chartered Property and Casualty
Underwriters)
e. RIMS (Risk and Insurance Management Society)
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CRITERIA

STATUS

DISCUSSION

a. CASBO (California Association of School Business
Officials)
g. COSIPA (Council of Self-Insured Public Agencies)
h. CSIA (California Self-Insurers Association)
i.

PASMA (Public Agency Safety Management
Association)

j.

AGRiP (Association of Governmental Risk
Insurance Pools)

k.

IEA (Insurance Educational Association)

l.

ASSE (American Society of Safety Engineers)

m. SCIC (Society of Certified Insurance Counselors)
2. Top management has attended at least two professional
conferences or seminars in the preceding 12 months.

√

3. The governing body members participate in pool
management and risk management training.

√

4. There is formal training of all key personnel. (As needed)

√

5. The JPA's budget provides for the above participation and
training.

√

D. The JPA has developed and implemented processes and
procedures relating to protection of electronic data, including:
1. A suitable security and back-up system for all stored data.
(Mandatory)

√

2. A written policy with respect to:
a. Disaster recovery (Excellence only)

√

b. Physical and electronic data security (Excellence
only)

√

c.

√

Electronic data retention (Excellence only)

d. Protection of electronic data as required by Health
Insurance Portability and Accountability Act of 1996
(HIPAA), as applicable. (Excellence only)

n/a
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December 5, 2019
Board of Directors Meeting

AB 1912 JOINT POWERS DISSOLUTION PLAN AGREEMENT
SUMMARY: In recent years several public entities, including Joint Powers Authorities, have
defaulted on their obligation to CalPERS after dissolving or terminating their contract with the
retirement plan. As a result, these entities’ employees’ retirement benefits were significantly
reduced. Legislation (AB 1912) was recently passed to ensure retirement benefits are fully
funded to protect employees and retirees. The law requires a Joint Powers Authority (JPA) to
develop an allocation plan to fully fund the Authority’s CalPERS liability should the
organization dissolve or no longer participate in the retirement plan. Presented is an agreement
for the apportionment of retirement obligations.
RECOMMENDATION: Ratify
DISCUSSION: AB 1912 established guidelines for JPA’s to meet pension obligations for
employees and retirees should the JPA terminate its retirement plan or dissolve. Prior to AB
1912, a JPA could terminate without its members assuming the retirement liabilities of its
employees and retirees, putting their pensions in serious question. The law requires that member
agencies of a JPA, prior to filing a notice of termination of CalPERS participation, must
mutually agree (within 60 days) with the public retirement system on how to apportion the
retirement liability of the JPA so that the apportionment equals 100% of this liability.
Each year CalPERS provides an actuarial analysis on PARSAC’s unfunded liability should the
Authority cease operations. The most recent report estimates PARSAC’s liability is $3.7 million.
This past May, the Board approved a resolution to allocate the proceeds from the sale of the
PARSAC building to pay off this debt should the Authority dissolve. Under this plan, existing
members at the time of dissolution, would receive a credit on the building sale based on their
historical premiums in both self-funded programs. Because the building sale would not likely
cover the entire liability, any remaining liability will be allocated to members (both current and
past) based on a pro rata share of their historical premiums.
The law requires a written agreement by members as to the apportionment of the Authority’s
retirement obligations. General counsel has provided the attached agreement for review.
Noteworthy are the following:
 Includes a list of both current and former members from July 1, 1990 to present
responsible for the unfunded liability.
 The unfunded liability shall be paid prior to the distribution of assets and release of
equity through the Retrospective Premium Adjustment process.

December 5, 2019
Board of Directors Meeting

 Should a member have positive equity in either program, that equity shall be applied
toward the unfunded liability first before releasing to members.
 Refers to the adopted Resolution by the Board to apply proceeds from the sale of the
building toward reducing members’ unfunded liability obligation.
If members of the Authority are unable to mutually agree to a plan, CalPERS’ Board may
apportion the retirement liability of each member agency based upon several factors including,
the share of service received from the agency, or population of each member agency, such that
the apportionment equals 100 percent of the retirement liability of the agency. There is also an
arbitration process to challenge CalPERS’s determination.
FISCAL IMPLICATION: PARSAC’s pension is currently fully funded on a prospective basis.
However, the pension liability is dynamic and fluctuates as CalPERS changes its rates, discount
factor or when PARSAC retains additional staff. In addition, a different formula is applied when
a JPA dissolves. Terminated JPA’s are assigned to a separate pool and funds are placed in risk
free investments earning a much lower rate of return, which results in higher liabilities.
ATTACHMENTS: Agreement for Apportionment of Retirement Obligations and Resolution
2019-03 - Dissolution of Real Property.

PARSAC
AGREEMENT FOR APPORTIONMENT OF
RETIREMENT OBLIGATIONS

Public Agency Risk Sharing
Authority of California
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PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA [PARSAC]
AGREEMENT FOR APPORTIONMENT OF RETIREMENT OBLIGATIONS
THIS AGREEMENT is made in the State of California by and among those municipalities
organized and existing under the laws of the State of California, hereinafter referred to as "Member
Entity[ies]," which are parties’ signatory to the Joint Powers Authority Agreement (as revised
effective May 25, 2017, hereafter “JPA Agreement. All such Member Entities are listed in
Appendix "A," which is attached hereto and made a part hereof.
RECITALS
Whereas PARSAC is an entity formed under California Government Code § 6500 which
permits two or more public agencies by agreement to jointly exercise any power common to the
contracting parties.
Whereas California Government Code § 6508.2 requires that the member agencies of a joint
powers agency (“AGENCY”) mutually agree to a 100% apportionment of the AGENCY’s
retirement liability prior to either a dissolution of the AGENCY or the termination of the
AGENCY’s participation in a public retirement system.
Now, therefore, in consideration of the above facts and the mutual benefits, promises and
agreements set forth below, the Member Entities hereby agree as follow:
AGREEMENT
ARTICLE I
DEFINITIONS
The following terms shall have the following definitions:
A.

“Agreement” shall mean this Revised and Restated Joint Powers Agreement creating the

Public Agency Risk Sharing Authority of California [PARSAC].
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B.

“Board” or “Board of Directors” shall mean the governing body of PARSAC.

C.

“PARSAC” shall mean the Public Agency Risk Sharing Authority of California created

by this Agreement.
D.

“Deposit Premium” shall mean the estimated amount determined for each Member Entity

necessary to fund each layer of coverage for each Policy Year of each Program of PARSAC.
E.

“Member Entity” shall mean any California public entity which is a party signatory to this

Agreement including any other agency for which the City Council sits as the Governing board.
F.

“Program Year” shall mean a period of time, usually 12 months, for which each Program

is to determine Deposit Premiums, Retrospective Premiums, and Retrospective Premium
Adjustments.
G.

“Program” shall mean arrangements to cover specific types of claims which may include,

but not be limited to, property, workers' compensation, and comprehensive liability claims.
H.

“Public Entity” shall mean a county, city, whether general law or chartered, city and county,

town, district, political subdivision, joint powers authority, or any board, commission, or agency
thereof providing a municipal service, excluding school districts.
I.

“Public Retirement System” shall mean CalPERS or any other Public Entity retirement

program established or operated by a California Public Entity available to public employees as to
which current or former employees of PARSAC participated.
J.

“Retirement Liability” shall mean the liability that PARSAC possesses to all former or

current employees of PARSAC for retirement benefits owed to them pursuant to a contract between
PARSAC and a Public Retirement System and arising by reason of those employees participation in
the Public Retirement System.
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K.

“Retrospective Premium” shall mean, the amount determined retrospectively as each

Member Entity's share of losses, reserves, expenses and interest income as may be determined
periodically for any Program.
L.

“Retrospective Premium Adjustment” shall mean the amount necessary to periodically

adjust the Deposit Premium, or prior Retrospective Premiums if any, to the newly calculated
Retrospective Premium amount.
ARTICLE II
PARTIES TO THE AGREEMENT
Each Member Entity is a party to this Agreement and agrees that it intends to, and does
contract with, all other parties who are signatories of this Agreement and with such other parties
as may later be added. Each Member Entity also agrees that the expulsion or withdrawal of any
Member Entity from this Agreement shall not affect this Agreement nor the remaining parties as
to the other Member Entities then remaining.
ARTICLE III
PURPOSE
This Agreement is entered into by the Member Entities in order to:
A.

Provide for an apportionment among current and former PARSAC Member Entities

of 100% of PARSAC’s Retirement Liability consistent with the requirements of Government Code
§§ 6508.1 and 6508.2 as enacted and amended effective January 1, 2019. The current Member
Entities of PARSAC are set forth in Appendix A. The former Member Entities of PARSAC as of
the date of this Agreement are set forth in Appendix B.
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ARTICLE IV
METHOD OF APPORTIONMENT OF RETIREMENT LIABILITY
A.

In the event of a decision by the governing Board of PARSAC to dissolve and cease

all operations, or in the event of a decision by the governing Board of PARSAC to terminate
PARSAC’s contract with a Public Retirement System, the Member Entities agree that 100% of
PARSAC’s Retirement Liability shall be funded by all current and former PARSAC Member
Entities based on a pro rata share of the former and current Member Entities’ historical Deposit
Premium in the Workers’ Compensation and Liability self-funded Programs. The apportionment
of the Retirement Liability shall be calculated as set forth above, and the unfunded Retirement
Liability then existing shall be paid as follows: The unfunded Retirement Liability then existing
shall be paid prior to any distribution of assets as provided in ARTICLE XXV of the JPA
Agreement and prior to the payment of any equity that may be determined as the result of the
Retrospective Premium Adjustment process as set forth in ARTICLE XX. (For example, should a
Member Entity have remaining equity in either the Workers’ Compensation or Liability program,
at the time of PARSAC’s dissolution or PARSAC’s termination of PARSAC’s contract with a
public retirement system, the Member Entity’s equity shall first be applied to reduce that Member
Entity’s share of the apportionment of the Unfunded Retirement Liability.)
B.

In the event that PARSAC disposes of the real property identified as 1525 Response

Road, Sacramento, CA, 95815 (the “Property”), any unfunded Retirement Liability of PARSAC
shall first be reduced by applying the proceeds from the sale of the Property as provided in
Resolution 2019-03, attached hereto as Exhibit A, prior to the determination of the amounts owed
by the former or current Member Entities under the apportionment provided herein.
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C.

The apportionment of the Retirement Liability of PARSAC among the former and

current Member Entities of PARSAC and the obligation of the former and current Member Entities
to pay such apportionment of the PARSAC Retirement Liability as provided herein shall be a
separate and independent obligation from the obligation of the Member Entities arising upon
termination, expulsion or withdrawal of a Member Entity or upon termination of the Joint Powers
Agreement (as revised effective May 25, 2017) including but not limited to ARTICLES XX, XXII,
XXIII, XXIV and XXV of that Agreement.
ARTICLE V
TERM OF AGREEMENT
This Agreement shall become effective as of the date hereof and shall continue in full
force and effect for the purpose of paying 100% of the Retirement Liability of PARSAC pursuant
to the apportionment among former and current Member Entities as provided for herein.
ARTICLE VI
SEVERABILITY
Should any portion, term, condition or provision of this Agreement 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 VII
AGREEMENT COMPLETE
The foregoing constitutes the full and complete agreement of the parties. There are no oral
understandings or agreements not set forth in writing herein, except as noted with respect to the
Bylaws and Memoranda of Coverage. If any provision of this Agreement conflicts with a provision
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of the Bylaws, Memoranda of Coverage or other document, such conflicting provisions shall be
interpreted to avoid any such conflict, but this Agreement shall govern.
ARTICLE VIII
AMENDMENTS
This Agreement may be amended by a two-thirds vote of the Board present and voting at
any duly convened regular or special meeting; provided that, any such amendment has been
submitted to the directors and the Member Entities at least thirty [30] days in advance of such
meeting. Member Entities may, by resolution or ordinance, grant their director and alternate on the
Board explicit authorization to approve and execute amendments to this Agreement on behalf of
the Member Entity without the necessity of a resolution or ordinance of the legislative body of the
Member Entity confirming or ratifying such amendment. Any such amendment shall become
effective immediately, unless otherwise stated therein.
ARTICLE IX
EXECUTION OF COUNTERPARTS
This Agreement may be executed in any number of counterparts, each of which when so
executed shall be deemed to be an original, but altogether shall constitute one and the same
Agreement.
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Public Agency Risk Sharing Authority of California [“PARSAC’]

Date:

By: ________________________________
Name/Title

Attest: ______________________________
Deputy Secretary, PARSAC

Member Entity: _______________________

Date:

By: ________________________________
Name/Title

Attest: ______________________________
City/Town Clerk
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APPENDIX “A”
PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
[PARSAC]
MEMBER ENTITIES
City of Amador City
City of Avalon
City of Belvedere
City of Blue Lake
City of California City
City of Calimesa
City of Calistoga
City of Citrus Heights
City of Clearlake
City of Coalinga
City of Ferndale
City of Grass Valley
City of Highland
City of Menifee
City of Nevada City
City of Pacific Grove
City of Placentia
City of Placerville
City of Plymouth
City of Point Arena
City of Rancho Cucamonga
Rancho Cucamonga Fire Protection District
City of Rancho Santa Margarita
City of San Juan Bautista
City of South Lake Tahoe
City of Tehama
City of Trinidad
Town of Truckee
City of Twentynine Palms
City of Watsonville
City of Wheatland
City of Wildomar
Town of Yountville
City of Yucaipa
Town of Yucca Valley
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APPENDIX “B”
PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
[PARSAC]
FORMER MEMBER ENTITIES
City of Alturas
City of Canyon Lake
City of Carlsbad
City of Elk Grove
City of Hesperia
City of Rialto
City of Ridgecrest
City of Rio Dell
City of West Hollywood
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Exhibit A
RESOLUTION NO. 2019-03
RESOLUTION OF THE BOARD OF DIRECTORS OF THE
PUBLIC AGENCY RISK SHARING AUTHORITY OF
CALIFORNIA ESTABLISHING PROCEDURES FOR
DISPOSITON OF REAL PROPERTY
WHEREAS, P ARSAC owns real property located at 1525 Response Road,
Sacramento, California 95815, (the "Property"), which was purchased on January 5, 1995
for $974,938; and
WHEREAS, the Revised and Restated Joint Powers Agreement, dated May 25,
2017, provides the Retrospective Premium Adjustment as the sole process for distributing
assets to members; and
WHEREAS, the Retrospective Premium Adjustment calculation does not
consider the value of the Property; and
WHEREAS, the full purchase price of the Property was previously returned to
members who participated in P ARSAC at the time the Property was purchased; and;
WHEREAS, Resolution No. 2014-06 allowed for the distribution of funds to
"Eligible Members" as defined in Resolution No. 2014-06 upon sale of the Property; and
WHEREAS, AB 1912 requires the member agencies of a Joint Powers Authority
("JPA") that participate in a public retirement system to reach mutual agreement on the
apportionment of 100 percent of the JPA's retirement obligations prior to the termination
of its retirement contract.
NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of the
Public Agency Risk Sharing Authority of California (the "Authority") that, in the event
the Authority terminates its retirement contract in the public retirement system:
A.

Should the Authority dissolve, prior to dissolution, the Authority shall sell
the Property and all proceeds from the sale shall be applied on a pro rata
basis to reduce the unfunded pension liability of those members
participating in the Authority at the time of the sale of the Property. After
application of the funds from the proceeds of the sale, 100 percent of the
remaining unfunded pension liability of the Authority will be allocated to
members pursuant to the mutual agreement of the members required under
AB 1912.

B.

Should the Authority decide to terminate its contract with the public
retirement system but continue in existence, the Authority may elect not to
sell the Property. In such event, 100 percent of the unfunded pension
liability of the Authority will be allocated to members pursuant to the
mutual agreement of the members required under AB 1912.

C.

This Resolution supersedes Resolution No. 2014-06

Effective Date. This Resolution shall become effective upon approval by two
thirds of the Board of Directors present and voting.
ADOPTED this 30th day of May, 2019.
ATTEST:

John Gillison,Presi nt
P ARSAC Board of Directors
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UPDATE ON REMIF/PARSAC STRATEGIC PARTNERSHIP LEADING TO A MERGER
SUMMARY: PARSAC and the Redwood Empire Municipal Insurance Fund (REMIF) have been
discussing a strategic partnership that would eventually lead to a merger between the two
organizations. The discussions have evolved over the past several months and a Memorandum of
Understanding (MOU) was executed to set forth the terms, responsibilities, timelines, etc., for
exploring the benefits and viability of this partnership. Since executing the MOU, the discussions and
analysis have progressed favorably and the REMIF Board recently voted to move forward toward a
potential merger between the two organizations.
As both organizations work toward the end goal, the analysis will consider all options to provide long
term stability and sustainability to this new pool. A workers’ compensation actuarial study was
recently completed to determine the funding viability of combining the two programs. The findings
suggest PARSAC’s and REMIF’s programs are similar and both organizations would benefit from a
combined workers’ compensation pool. The next phase is to complete a similar analysis of the
liability program.
A Transition Committee, comprised of members from both organizations, was formed to explore
opportunities and work through all matters relating to the merger which includes some of the
following: consolidate pool operations, review governing documents, review coverage documents,
review excess coverage, address CalPERS retirement plans, develop new organizational chart and
develop new organization name/brand. A tentative target date to consolidate the workers’
compensation programs is July 1, 2020 with a target to complete the full merger by June 30, 2022.
RECOMMENDATION: Review and discuss.
DISCUSSION: This past January, PARSAC and REMIF began to discuss a partnership between the
two organizations. REMIF is a joint powers authority established in 1976 which offers its members.
self-funded general liability, workers’ compensation, health benefit programs and provides risk
management services for 15 member cities located in five northwest counties of the State. REMIF
also provides joint purchased property, crime, special events, cyber liability and other ancillary
coverages.
PARSAC and REMIF share similar cultures in that both organizations are member driven, provide a
high level of personalized service, members collaborate and share a commitment to support each
other, and members proactively participate in the governance of their respective organizations. Both
organizations have similar staffing that manages comparable self-funded programs. Finally, both
organizations serve small to midsized agencies, with some overlap in service areas. For example,
PARSAC has Blue Lake, Ferndale, and Trinidad and REMIF has Arcata, Eureka, and Fortuna;
Clearlake and Lakeport are neighboring cities; Calistoga and Yountville are close to St. Helena, while
Belvedere is an hour drive to Sebastopol, Windsor and Healdsburg.
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The first phase in exploring the viability of this partnership was to complete a workers’ compensation
actuarial analysis to determine whether it is feasible to combine the two programs. The analysis
examined the impact of both organizations’ funding rate, pool loss rate, and total funding
requirements of combining the programs. The analysis determined that both organizations have
similar loss profiles and consolidating the programs was viable from an operational and funding
standpoint; additionally, both organizations would realize modest rate savings. There are additional
workers’ compensation details that need to be resolved such as identifying coverage variances
between the two programs (this was recently completed), developing a mutually acceptable cost
allocation formula, governance, and securing excess coverage for REMIF members through
LAWCX. Once these items are resolved, the goal is to combine the programs for July 1, 2020
implementation.
The next phase is to complete a similar actuarial analysis of the liability programs. However, the
liability analysis will be much more comprehensive since there are significant differences between
the two programs. For example, both pools have major variances in their coverage documents;
PARSAC participates in ERMA for employment coverage, whereas REMIF covers employment
liability under its Memorandum; PARSAC provides limited inverse condemnation coverage, REMIF
excludes inverse actions; PARSAC retains $1 million of exposure, REMIF retains $500,000;
PARSAC’s excess pool is CSAC, REMIF’s is CJPRMA. The Transition Committee and staff will
work diligently to address and resolve all issues, while concurrently concentrating on the governance
and operational aspects of the merger. It is anticipated this next phase will take two years to complete,
and if there is consensus, a new organization will be formed by July 1, 2022.
There are several benefits to merging the organizations, including:
 It will allow members to spread risks to a larger base (50 versus 35), which will reduce
volatility, allow for greater predictability in our actuarial projections, and position the pool to
better absorb adverse loss years.
 It will add stability and sustainability to the programs and significantly lessen the impact of
member withdrawals.
 It will also lower costs in the long term by eliminating redundancies and spreading operating
costs to more members; the organization will benefit from economies of scale, use our greater
size to leverage for better rates and services from providers.
 Combining staffs will provide greater depth, improved service delivery and succession
planning.
FISCAL IMPLICATION: Actuarial analysis is estimated at $20,000 and coverage analysis is
estimated to be $5,000, with both organizations contributing equally.
ATTACHMENT: Power Point Presentation
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AMEND LIABILITY MEMORANDUM OF COVERAGE
SUMMARY: A periodic review of the Liability Program Memorandum of Coverage (MOC) is
prudent to assure members are afforded coverage that is competitive or as broad as industry
standards and is consistent with the members’ intent and evolving risks. Additionally, new case
law and/or modifications to PARSAC’s excess coverage could potentially create coverage gaps.
Staff is presenting amendments to the MOC to include clarifying language for: (1) enforcement
of land-use and planning decisions, (2) inverse condemnation coverage, and (3) additional
covered party endorsement.
RECOMMENDATION: Ratify amendments to Exclusion P, effective immediately, and
amendment to Exclusion A, effective July 1, 2020.
DISCUSSION:
Exclusion P. Condemnation and Land Use Regulation
PARSAC’s MOC does not provide coverage for land use regulation and planning as these
are conscious decisions by City/Town Councils and are neither sudden nor accidental. The
MOC is ambiguous as to whether the enforcement of these regulations or planning decisions
are covered. For example, it may be alleged that the city violated an individual’s civil rights
by illegally searching and seizing property in the course of enforcement. In practice,
PARSAC has covered these claims. The proposed amendment provides clarity as to
PARSAC’s position for claims arising out of enforcing such regulations and ordinances.
Land-Use Regulation.
(1) Any claim arising out of or in connection with land-use regulation, land-use
planning, the adoption or administrative application of any ordinance,
building code, resolution, or regulation; or the approval or disapproval of any
land-use entitlement including but not limited to general plan amendments,
zoning amendments, conditional-use permits, tract maps, development
agreements, owner-participation agreements, or any other land-use related
agreements. This exclusion shall not apply to the physical enforcement of an
ordinance, resolution or regulation, such as Tort Liability arising from the
act of delivering a fine, citation, warning, notice or inspection.
Inverse Condemnation
Inverse Condemnation actions are premised upon the California Constitution which provides
that private property cannot be taken or damaged for public use without paying just
compensation to the owner. There are four elements to a successful inverse condemnation
claim; the plaintiffs must prove the following:
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1. That the plaintiff’s property was taken or damaged.
2. The plaintiff has an interest in the damaged property;
3. The defendant planned, approved, constructed, or operated a public project, or
otherwise substantially participated in an activity for public use; and
4. The public entity’s activity was a substantial cause of the taking or damage.
Inverse condemnation creates strict liability on the agency for damage to property arising out
of the operation of public improvements. Therefore, liability arises regardless of whether the
damage caused by the work of the public improvement is deliberate, faultless, or unintended.
In such cases the plaintiff must establish that the failure and damage was the result of
unreasonable conduct by the public entity. The public improvement does not need to be the
only cause, or even the majority cause of damage; the plaintiff need only prove that damage
was substantially caused by the improvement. Common types of inverse condemnation claims
that have impacted PARSAC members include damage from land instability and landslides,
flooding, and sewer overflows.
Exclusion P of PARSAC’s MOC provides inverse coverage only when there is physical
damage to tangible property, subject to a $700,000 sublimit. Case law has established loss of
business profits are not recoverable under an inverse condemnation claim, “An award of
damages to business is not authorized, nor is an award for loss of earning.” Parking Authority
of the City of Sacramento v. Nicovich (1973) 32 Cal. App. 3d. 420, 424. In the City of Stockton
v. Marengo (1934) 137 Cal. App. 60, 764, the court opined “Ordinarily, loss of business
resulting from condemnation is not an element of damages.”
Although it is the Board’s intent to exclude claims for loss of income, profits and goodwill, the
exclusion is not clearly stated and the following amendment is proposed:
(2) the principles of eminent domain or inverse condemnation, by whatever

name called, or condemnation proceedings, regardless of whether such
claims are made directly against the Covered Party or by virtue of any
agreement entered into by or on behalf of the Covered Party. However, this
exclusion shall not apply to claims arising from physical damage to tangible
property; provided however, this exception shall not apply to any
nonphysical consequential damages including but not limited to claims for
loss of use, loss of income, loss of profits, and loss of business goodwill.
With respect to any coverage granted by this provision that is not otherwise
provided by the Memorandum, the Coverage Limit is $700,000 Ultimate
Net Loss as the result of any one Occurrence.

Additional Covered Party
Members regularly enter into agreements with funding institutions, landlords, school districts,
utilities, counties, etc. These agreements often involve the financing/leasing of equipment, use
of another agency’s property for training or special events, or encroaching onto private and
public property to perform work. When executing such agreements, the indemnitee requires
additional covered party status. However, there are limitations under California law with
respect to the ability of an indemnitee to obtain indemnification for its own active negligence.
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Active negligence typically requires some affirmative act on the part of the indemnitee causing
damages. In contrast, passive negligence is negligence due to inaction, omission, or the failure
to do something that one is legally obligated to perform which results in damages. Civil Code
2782(b) prohibits a public entity from transferring its own active negligence in construction
contracts. Furthermore, under California law, an indemnitee may obtain indemnification for
his/her own acts of active negligence if the agreement clearly and specifically imposes such an
obligation upon the indemnitor; otherwise, the indemnitee only receives indemnification for
passive negligence. It is proposed the MOC exclude active negligence and the Definition and
Exclusion sections are amended as follows:
Definition, Additional Covered Party:
Additional Covered Party means any person, organization or entity that is
specifically named by the Authority in a written attachment to this
Memorandum. An Additional Covered Party is not covered for claims arising
from the Additional Covered Party’s sole or active negligence or for claims by
another Covered Party.
Exclusion A:
Additional Covered Party’s Sole or Active Negligence. Claims arising out of the sole or
active negligence of an Additional Covered Party.
Should the Board approve this amendment, it will be critical that members review their
agreements, through PARSAC or the city attorney, to ensure they are not assuming liability for
the indemnitee’s active negligence as there will be no coverage through PARSAC. It is
recommended that this specific amendment does not become effective until July 1, 2020, to
allow members to review their existing agreements and make necessary changes to pending
agreements.
FISCAL IMPLICATION: The proposed changes to the MOC relating to Inverse
Condemnation and Additional Covered Party limits PARSAC’s exposure. While the Land-use
amendment clarifies PARSAC’s coverage position, it does not increase PARSAC’s exposure
since the pool has previously covered enforcement actions.
ATTACHMENT: Revised MOC

LIABILITY MEMORANDUM OF COVERAGE
FOR
PARSAC
Public Agency Risk Sharing
Authority of California

Adopted May 31, 2018 December 5, 2019
Effective Until Revised

PARSAC MLP REV. 11/19/93
PARSAC MLP REV. 05/31/96
PARSAC MLP REV. 05/29/98
PARSAC MLP REV. 05/28/99
PARSAC MLP REV. 05/19/00
PARSAC MLP REV. 05/18/01
PARSAC MLP REV. 05/10/02
PARSAC MLP REV. 05/29/03
PARSAC MLP REV. 05/20/05
PARSAC MOC REV. 12/01/05
PARSAC MOC REV. 05/29/08
PARSAC MOC REV. 05/27/10
PARSAC MOC REV. 04/14/11
PARSAC MOC REV. 05/29/14
PARSAC MOC REV. 12/04/14
PARSAC MOC REV. 12/03/15
PARSAC MOC REV. 11/30/17
PARSAC MOC REV. 5/31/18
PARSAC MOC REV. 12/5/19

MEMORANDUM OF COVERAGE
FOR THE
PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
(PARSAC)
In consideration of the payment of the deposit premium, the Authority agrees with the
Member Entities as follows:
SECTION I – COVERAGE
Subject to all provisions of this Memorandum, the Authority will cause the Program to
pay on behalf of the Covered Party the Ultimate Net Loss that the Covered Party shall
become legally obligated to pay as Damages by reason of Tort Liability imposed by law,
or the Tort Liability of others assumed in a Covered Contract, because of:
1.

Bodily Injury or Property Damage,

2.

Personal Injury, or

3.

Public Officials Errors and Omissions
caused by an Occurrence to which this Memorandum applies.

This Memorandum of Coverage does not provide insurance, but instead provides for
pooled risk sharing. This Memorandum is a negotiated agreement amongst the Member
Entities of the Authority and none of the parties to the Memorandum is entitled to rely
on any contract interpretation principles which 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 Member
Entities of the Authority, acting through the Board of Directors in adopting this
Memorandum of Coverage.
SECTION II—DEFINITIONS
Additional Covered Party means any person, organization or entity that is specifically
named by the Authority in a written attachment to this Memorandum. An Additional
Covered Party is not covered for claims arising from the Additional Covered Party’s
sole or active negligence or for claims by another Covered Party.
Aircraft means any vehicle controlled directly by a person from within or on the vehicle,
designed to transport people or property through the air.
Airport means any locality either on land or water which is adopted for the landing and
taking off of Aircraft, including all land, water, buildings, structures, equipment or other
improvements necessary or convenient in the establishment and operation of an Airport.
Authority means the Public Agency Risk Sharing Authority of California (PARSAC).
Automobile means a land motor vehicle, trailer or semi-trailer.
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Bodily Injury means bodily injury, sickness or disease sustained by any person, including
death resulting from any of these at any time.
Claim means a notice, demand or Suit against a Covered Party to recover
Damages.
Code Enforcement means enforcement of zoning laws, regulations and ordinances; land
use laws, regulations and ordinances; and nuisance, abatement, dumping or similar
municipal ordinances.
Covered Contract means that part of any written agreement or contract pertaining to the
Member Entity’s operations or business under which the Member Entity assumes the
Tort Liability of another party to pay for Bodily Injury or Property Damage to a third
person or organization. A Covered Contract does not include any part of any contract or
agreement:
1.

That indemnifies any person or organization for Bodily Injury or Property
Damage caused by the sole negligence of such person or organization.

2.

That indemnifies any person or organization for Bodily Injury or Property
Damage arising out of the ownership, operation, maintenance or use of any
Aircraft, Unmanned Aerial Vehicle, Airport or Watercraft.

3.

That indemnifies an architect, engineer or surveyor for Bodily Injury or Property
Damage arising out of:
a.

Preparing, approving or failing to prepare or approve maps, drawings,
opinions, reports, surveys, change orders, designs or specifications

b.

Giving directions or instructions, or failing to give directions or instructions, if
that is the primary cause of the Bodily Injury or Property Damage.

4.

Under which the Covered Party, if an architect, engineer or surveyor, assumes
liability for Bodily Injury or Property Damage arising out of the Covered Party’s
rendering or failing to render professional services, including those listed in 3.
above, and supervisory, inspection or engineering services.

5.

That has not been approved by the Authority at least 14 days in advance of its
execution by the Member or its effective date, whichever is earlier.

Covered Individuals means persons who are, or were, elected or appointed officials,
employees or volunteers of the Member Entity, whether or not compensated, while acting
for or on behalf of the Member Entity. However, no coverage or defense will be provided
to a volunteer while using his or her personal Automobile, unless such use is for the
business of the Member Entity and at the express direction of the Member Entity, nor to
any person who is an independent contractor and not an employee of the Member Entity,
but who either provides services to or acts as an official of the Member Entity in exchange
for compensation pursuant to an oral or written contract with the Member Entity. Covered
Individual shall not include any person, whether or not compensated, who is not acting in
the course and scope of his or her employment or whose conduct, as a matter of law, is not
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within the course and scope of his or her employment by the Member Entity at the time of
the act or acts alleged in a Claim.
Covered Party means:
1.

The Member Entity;

2.

Covered Individuals;

3.

Any Additional Covered Party;

4.

With respect to any Automobile owned or leased by the Member Entity, or
loaned to or hired for use by or on behalf of the Member Entity, any person while
using such Automobile and any person or organization legally responsible for
the use thereof, provided the actual use is with the express permission of the
Member Entity, but this coverage does not apply to:
a.

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; or

b.

the owner or any lessee, other than the Member Entity, of any Automobile
hired by or loaned to the Member Entity or to any agent or employee of such
owner or lessee.

Cover Page means the cover page, which is part of this Memorandum, identifying the
Member Entity, the Coverage Period, the Limit of Coverage and the Retained Limit.
Coverage Limit means the limit of coverage shown in item C of the Cover Page as more
fully defined under Section IV of this Memorandum.
Coverage Period means the time period shown on the Cover Page of this Memorandum.
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.
Any such barrier which is not in excess of six (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 therefrom, 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 flood-waters, no railroad fill or structure, tank constructed of
steel or concrete or of a combination thereof, no tank elevated above the ground, and no
barrier which is not across a stream channel, watercourse, or natural drainage area and
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which has the principal purpose of impounding water for agricultural use 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 waste water treatment or storage
pond exempted from State regulations and supervision by Water Code Section 6025.5 be
considered a Dam.
Regardless of the language of the above definition, however, no structure specifically
exempted from jurisdiction by the State of California Department of Water Resources,
Division of Safety of Dams shall be considered a Dam, unless such structure is under the
jurisdiction of any agency of the Federal government.
Damages means compensatory monetary damages including claimant/plaintiff attorney’s
fees not otherwise excluded under the Memorandum, interest on judgments and costs.
Damages does not include non-monetary relief or redress or injunctive relief.
Defense Costs means all fees and expenses incurred in connection with the adjustment,
investigation, defense and appeal of a Claim covered hereunder, including attorney fees,
court costs, premiums for appeal bonds, and interest on judgments accruing after the entry
of judgment, and also shall include the costs of any claims administrator or defense
counsel specifically assigned by PARSAC to respond to any Claim on behalf of PARSAC.
Defense Costs shall not include attorneys’ fees or costs arising in connection with Claims
that are not covered by this Memorandum. Defense Costs shall not include the office
expenses of the Authority or the Covered Party, nor the salaries of employees or officials
of the Authority or the Covered Party, nor expenses of any claims administrator engaged
by the Covered Party. Defense Costs shall not include any fee or expense relating to
coverage issues or disputes between the Authority and any Covered Party. Defense
Costs does not include attorneys’ fees awarded to the prevailing plaintiff.
Hostile Fire means a fire that becomes uncontrollable and breaks out from where it is
intended to be.
Limit of Coverage means the amount of coverage shown in the Cover Page, or sublimits
as started therein, for each Covered Party per Occurrence 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 of a structured settlement, whether purchased from or through
a third-party, or paid directly by the Covered Party in installments, as utilized in the
resolution of a claim or suit, the Authority will pay only up to the amount stated in the
cover page 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 sated in the
Cover Page.
Member Entity means the entity, which is a signatory to the Joint Powers Agreement
creating PARSAC, as they may be amended from time to time, whose name appears on
the Cover Page. Member Entity includes any other agency, commission, district or board
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coming under the Member Entity’s direction or control or for which the Member Entity’s
board members act as the governing board.
Memorandum means the PARSAC Memorandum of Coverage, including the Cover Page
and all attachments and endorsements forming a part thereof.
Nuclear Material means source material, special nuclear material, or by-product material.
“Source Material”, “Special Nuclear Material”, and “By-Product Material” have the
meanings given them in the Atomic Energy Act of 1954 or any law amendatory thereof.
Occurrence means:
1.

With respect to Bodily Injury or Property Damage, an accident or event or
series of related accidents or events, including continuous or repeated exposure
to substantially the same generally harmful conditions, which results during the
Coverage Period stated in the Cover Page, in Bodily Injury or Property
Damage neither expected nor intended from the standpoint of the Covered
Party, except that assault and battery committed by, at the direction of or with
the consent of the Covered Party for the purpose of protecting persons or
property from injury or death, shall be considered an Occurrence;

2.

With respect to Personal Injury, the commission of an offense described in the
definition of Personal Injury during the Coverage Period;

3.

With respect to Public Officials Errors and Omissions, actual or alleged
conduct described in the definition of Public Officials Errors and Omissions
during the Coverage Period.

Peace Officer means a person designated under Penal Code Sections 830 to 832.6 as a
peace officer, or a public officer authorized under Penal Code Sections 830 to 832.6 to
carry a firearm, and who is authorized by the Member Entity to carry a firearm in the
course and scope of employment.
Personal Injury means injury, other than Bodily Injury, Property Damage or Public
Officials Errors and Omissions, as a result of one or more of the following offenses:
1.

False arrest, detention, or imprisonment

2.

Malicious prosecution or abuse of process

3.

Wrongful entry by any employee of a Member Entity into a room, dwelling or
other similar premises that a person occupies

4.

Wrongful eviction by any employee of a Member Entity of a person from a room,
dwelling or other similar premises that such person occupies

5.

The publication or utterance of a libel or slander, including disparaging
statements concerning the condition, value, quality or use of real or personal
property, or a publication or utterance in violation of rights of privacy
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6.

Discrimination or violation of civil rights

7.

Infliction of emotional distress

Pollutants means any solid, liquid, gaseous or thermal irritant or contaminant, including
but not limited to acids, alkalis, asbestos, chemicals, fumes, hazardous waste,
polychlorinated biphenyls, radioactive material, smoke, soot, toxic substances, vapor,
mold, fungal pathogens, electromagnetic fluids and airborne particles or fibers, waste and
any related material. Waste includes material to be recycled, reconditioned or reclaimed.
The term Pollutants as used herein shall not include potable water or agricultural water
or water furnished to commercial users or water used for fire suppression.
Program means the PARSAC Liability Coverage Program described by the Participation
Agreement for the Liability Program and the PARSAC Joint Powers Agreement.
Property Damage means:
1. Physical injury to or destruction of tangible property which occurs during the
Coverage Period, including the loss of use thereof at any time resulting there
from; or
2. Loss of use of tangible property which has not been physically injured or destroyed
provided such loss of use is caused by an Occurrence during the Coverage
Period;
Public Officials Errors and Omissions means any act, error, omission, misstatement,
misleading statement, neglect or breach of duty by any Covered Individual in the discharge
of that individual’s duties for the Member Entity; or any matter claimed against any Covered
Individual solely by reason of the individual being or having been a public official of the
Member Entity. Public Officials Errors and Omissions does not include Bodily Injury,
Property Damage or Personal Injury.
Retained Limit means the amount of Ultimate Net Loss, identified in item D of the
Coverage Page, which the Covered Party becomes liable to pay before the Authority is
obligated to make payment. 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.
Suit means a civil proceeding in which a Covered Party is named as a party defendant or
cross defendant or an arbitration proceeding or alternative-dispute resolution proceeding to
which a Covered Party submits with the Authority’s written consent.
Tort Liability means civil liability imposed by law in the absence of any agreement or
contract.
Unmanned Aerial Vehicle (UAV) or drone means an aircraft (with its aerial system or
control device) that is not controlled directly by a person from within or on the aircraft, and
which is piloted or operated in conformance with 14 C.F.R. 107 et seq. Any pilot or operator
must have a remote pilot certificate issued in compliance with Subpart C of Section 107 or
possess a valid Certificate of Waiver or Authorization issued by the FAA, and satisfy the
requirements of Section 107.65.
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Ultimate Net Loss means the Defense Costs and amount that the Covered Party is legally
obligated to pay as Damages by reason of a settlement made with the written consent of the
claimant(s), the Covered Party and the Authority or a judgment.
Watercraft means a vessel more than 26 feet in length designed to transport persons or
property in, on or through water.
SECTION III—DEFENSE AND SETTLEMENT
A.

B.

Duty to Defend. The Authority shall have the right and duty to participate in the
defense of any Claim or Suit against a Covered Party if the final judgment or
settlement is likely to result in an Ultimate Net Loss within the Coverage Limit as
those terms are defined in the Memorandum. The Authority is not bound by any “duty
to defend” principle which is or may be applicable to insurance carriers; the Authority’s
obligation to provide a defense to a Covered Party is solely and exclusively as provided
in this Memorandum. The Authority shall have no obligation to defend or contribute
to the defense of uncovered Claims, including uncovered Claims contained in a suit
that contains covered Claims. Where a suit contains covered and uncovered Claims
the Authority shall make a determination as to its participation in the defense as
follows: 100%, 75%, 50% or 25%. The percentage of participation shall be determined
by the Authority in its sole discretion. As the Authority is not an insurer, it has no
obligation to provide “Cumis” counsel as provided by Civil Code Section 2860. The
defense and indemnity coverage afforded by this Memorandum to a past or present
official, employee or volunteer of a Member Entity is not broader than the Member
Entity’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 Entity 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 Entity refuses
to provide such defense and/or indemnity to said official, employee or volunteer, then
this Memorandum 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 Entity 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 Memorandum to that
Member Entity’s official, employee or volunteer.
Selection and Assignment of Defense Counsel.
1.

With respect to any covered Claim or Suit against the Member Entity, where the
applicable Retained Limit is under $250,000, the Authority shall select and
assign counsel to defend the Covered Party(s) against the Claim or Suit. The
Authority shall select counsel from a list of Panel Counsel established by the
Authority. The Authority will consider the wishes of a Covered Party with
respect to the assignment of counsel, however the Authority retains the sole
right to make the assignment of counsel. In the event of a disagreement regarding
the assignment of counsel, the Covered Party retains the right to appeal to the
Board of Directors, whose decision shall be final. If the Covered Party refuses
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to be defended by the counsel assigned by the Authority, then this
Memorandum shall not provide any defense or indemnity to such Covered Party
for such Claim or Suit, and the Authority shall not be required to contribute to
any Defense Costs, settlement or judgment arising from such Claim or Suit.
2. With respect to any covered Claim or Suit against the Covered Party where the
applicable Retained Limit is $250,000 or higher, the Covered Party may select
and retain counsel from the list of Panel Counsel, except for any Claim involving in
any manner law enforcement policies, operations, conduct or personnel. In the
event a Covered Party retains counsel who is not on the list of panel counsel, this
Memorandum shall not provide any defense or indemnity to the Covered Party,
and the Authority shall not be required to contribute to any Defense Costs,
settlement or judgment arising from such Claim or Suit.
3. With respect to any covered Claim or Suit, a Covered Party may select as its
defense counsel the in-house City or Town Attorney directly employed as such by
the Member Entity. For purposes of this provision, in-house City or Town Attorney
shall not include any outside counsel contracted to act as a City or Town Attorney
by the Member Entity or any outside counsel contracted by the Covered Party to
act as counsel for any Claim. In the event that a Covered Party selects the inhouse City or Town Attorney to defend any Claim, the Authority shall not be
required to contribute to any Defense Costs arising from such Claim or Suit, and
any Defense Costs arising from such Claim or Suit or sums incurred by the
Member Entity for salaries, fees, benefits or costs of any nature of the in-house
counsel shall not apply toward satisfaction of the Retained Limit. Notwithstanding
the foregoing, and subject to the Authority’s review and approval, with respect to
any covered Claim or Suit where the Retained Limit is $350,000 or higher, the
Covered Party may select as its defense counsel outside counsel contracted by
the Member Entity to act as the City or Town Attorney. If as the result of the
Authority's review of the defense counsel's performance on the Claim or Suit, the
Authority withdraws its approval of such counsel, then counsel shall be determined
and assigned as provided in Section III.B, paragraph 1, regardless of the Member
Entity's Retained Limit.
4.

With respect to the defense of any covered Claim or Suit against a Member Entity
for Tort Liability assumed in a Covered Contract, the Authority shall select and
assign counsel to defend such parties identified in the Covered Contract. The
Authority shall select counsel from a list of Panel Counsel established by the
Authority. The Authority will consider the wishes of a Covered Party with respect
to the assignment of counsel, however the Authority retains the sole right to make
the assignment of counsel. In the event of a disagreement regarding the
assignment of counsel, the Covered Party retains the right to appeal to the Board
of Directors, whose decision shall be final. If either the Covered Party or the party
identified in the Covered Contract refuses to have such party(s) be defended by
the counsel assigned by the Authority, then the obligation of the Authority to
contribute to Defense Costs arising from such Claim or Suit shall be limited to
such amounts as would be incurred if counsel selected from the Panel Counsel list
were assigned the defense of such Claim or Suit.
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C. Defense and/or Coverage Determination. When a Claim is submitted to the Authority, the
Authority will determine whether it has any defense and/or coverage obligation for the Claim.
Upon the express written request of a Member Entity, the Authority will provide a written
explanation of its defense and/or coverage determination, including the Authority’s defense
and coverage analysis. The Authority may also of its own accord, but without any obligation
to do so, provide the Member Entity with such an explanation.
D. Termination of Authority’s Obligation. The Authority’s obligation to defend and/or cover
any Claim shall cease after the Coverage Limit stated in Section V has been exhausted
by payment of settlement(s), judgment(s) and/or Defense Costs.
E.

Settlement. 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.
If the Member Entity’s Retained Limit has already been expended the Authority shall
have the sole discretion to control, including settlement, the Claim. Any such decision to
settle shall be final.
If the Member Entity’s Retained Limit has not been expended (i.e., the Member Entity
will have to contribute funds to effectuate the settlement), then the consent of the Member
Entity to any settlement shall be required. If however, the Member Entity refuses to
consent to any settlement or compromise recommended by the Authority or its Claim
Administrator and elects instead to continue to contest the Claim, then the Authority’s
liability shall not exceed the amount for which the Authority would have been able to settle
the Claim plus Defense Costs at the time the Claim could have been settled or
compromised.

SECTION IV—COVERAGE LIMIT
A.

B.

The Limit of Coverage shown in item C of the Cover Page and the rules below determine
the most the Program will pay, inclusive of Defense Costs, regardless of the number of:
1.

Covered Parties;

2.

Occurrences;

3.

Claims made or Suits brought; or

4.

Persons or organizations that sustain injuries or Damages.

The Program shall pay only for Ultimate Net Loss in excess of the Retained Limit as
stated in item D of the Cover Page.

C. The Limit of Coverage stated in item C of the Cover Page is the most the Program will
pay for Ultimate Net Loss as respects the sum of Damages and Defense Costs arising
out of any one Occurrence. The sublimit of coverage for Claims for physical damage to
tangible property stated in item C of the Cover Page is the most the Program will pay for
Ultimate Net Loss as the result of any one Occurrence.
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D. For the purpose of determining the Limit of Coverage all Bodily Injury, Property Damage,
Personal Injury or Public Officials Errors and Omissions arising out of exposure to
substantially the same general condition(s) shall be considered as arising out of one
Occurrence.
E.

Any actual or alleged loss of use of tangible property not physically injured or destroyed
shall be deemed to occur at the time of the Occurrence that caused such loss of use.
Any other injury or damage occurring or alleged to have occurred over more than one
Covered Period shall be deemed to have occurred either during the Covered Period
when the Occurrence begins, or during such Covered Period as determined by the
Board of Directors in its sole discretion, and only the Limit of Coverage for that Covered
Period shall apply.

SECTION V—COVERAGE PERIOD AND TERRITORY
This Memorandum applies to Bodily Injury, Property Damage, Personal Injury or Public
Officials Errors or Omissions that occurs anywhere in the world during the Coverage
Period stated in the Cover Page.
SECTION VI—EXCLUSIONS
This Memorandum, including any obligation to defend or to pay Defense Costs, does not
apply to:
A. Additional Covered Party’s Sole or Active Negligence. Claims arising out of the sole or
active negligence of an Additional Covered Party.
B. Aircraft or Airport Operations and Watercraft. Claims arising out of the ownership,
operation, use or maintenance of any Aircraft or Airport or any Watercraft owned by a
Covered Party. However, this exclusion does not apply to claims arising out of the
ownership, operation, use or maintenance of any Unmanned Aerial Vehicle (UAV) that is
owned or operated by or on behalf of any Member Entity.
C. Antitrust or Restraint of Trade. Claims arising out of violation of state or federal antitrust or
restraint-of-trade laws.
D. Breach of Contract. Claims arising out of failure to perform, or breach of, a contractual
obligation.
E. Contractual Liability. Claims arising out of the Covered Party’s assumption of Tort
Liability in a written agreement or contract. This limitation does not apply to liability
assumed in a Covered Contract provided that the Damages occur subsequent to the
execution of the Covered Contract.
F. Dam Failure. Claims arising out of the partial or complete structural failure of any Dam.
G. Impairment or Loss of Property. Public Officials Errors and Omissions arising out of or
resulting in injury or damage to, destruction of, disappearance of, loss of, loss of use of, or
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diminution of value of any tangible property, money or securities; or failure to pay debt
obligations.
H. Employee Benefits Plans. Claims arising out of any act or omission regarding benefits
payable under any employee benefits plan established by the Covered Party.
I.

Employee Injury. Bodily Injury or Personal Injury to:
1.

any past or current employee of the Covered Party arising out of and in the course
of employment by the Covered Party; or

2.

The spouse, child, parent, brother, sister, or other relative of such employee as a
consequence of 1. above.

J. Employment Practices Liability. Claims arising out of or in any manner related to:
1.

failure or refusal to hire any job applicant

2.

failure or refusal to assign new duties to or to promote any employee

3.

discipline of any employee

4.

demotion, reassignment or termination of employment of any employee

5.

discrimination against or violation of the civil rights of any employee or official in
violation of the federal or state constitutions, any federal, state or local laws, any
amendments to such laws or any regulations issued under such laws.

6.

coercion, defamation, evaluation, humiliation, infliction of emotional distress, invasion
of privacy, sexual or other harassment, investigation or any other acts, errors,
omissions, practices, procedures or policies in any way connected with any past,
present or future employment relationship.

K. Estimates, Plans and Contract Awards. Public Officials Errors and Omissions arising
out of:

L.

1.

estimates of probable costs or cost estimates being exceeded

2.

faulty preparation of bid specifications, or architectural or engineering drawings, plans
or specifications

3.

failure to award contracts in accordance with ordinances, regulations or statutes
governing such contracts that must be submitted for bids

False Statements. Personal Injury arising out of a publication or utterance concerning
any organization or business enterprise, or its products or services, made by or at the
direction of any Covered Party with knowledge of the falsity thereof.

M. Failure to Supply Utilities. Any Claim arising out of the failure to supply or provide an
adequate supply of gas, water, sewage capacity or electricity. However, this exclusion
does not apply if the failure to supply results from direct and immediate accidental injury
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to tangible property owned or used by a Covered Party to procure, produce, process or
transmit gas, water, sewage capacity or electricity.
N. Fiduciary Liability. Claims arising out of any breach of responsibility, obligation or duty
imposed upon or imputed to a Covered Party:
1.

under the Employee Retirement Income Security Act of 1974 and any law amendatory
thereof

2.

under Article XVI, Section 17 of the California Constitution and any law amendatory
thereto

3.

under any other law imposing or imputing fiduciary responsibilities, obligations or
duties upon a Covered Party.

O. Fines, Penalties and Punitive Damages. Claims for fines, penalties, restitution,
disgorgement, punitive damages or exemplary damages.
P. Condemnation and Land-Use Regulation.
(1). Any claim arising out of or in connection with land-use regulation, land-use planning,
the adoption or administrative application of any ordinance, building code, resolution,
or regulation; or the approval or disapproval of any land-use entitlement including but
not limited to general plan amendments, zoning amendments, conditional-use permits,
tract maps, development agreements, owner-participation agreements, or any other
land-use related agreements. This exclusion shall not apply to the physical
enforcement of an ordinance, resolution or regulation, such as Tort Liability arising
from the act of delivering a fine, citation, warning, notice or inspection.
(2) the principles of eminent domain or inverse condemnation, by whatever name called,
or condemnation proceedings, regardless of whether such claims are made directly
against the Covered Party or by virtue of any agreement entered into by or on behalf
of the Covered Party. However, this exclusion shall not apply to claims arising from
physical damage to tangible property; provided however, this exception shall not apply
to any nonphysical consequential damages including but not limited to claims for loss
of use, loss of income, loss of profits, and loss of business goodwill. With respect to
any coverage granted by this provision that is not otherwise provided by the
Memorandum, the Coverage Limit is $700,000 Ultimate Net Loss as the result of
any one Occurrence.
Q. Medical Malpractice. Claims arising out of ownership, use, operation or maintenance of
any hospital, health care or medical clinic facility, and any professional medical services
performed by or on behalf of the Covered Party, including, but not limited to, dental,
veterinary and chiropractic, but this limitation does not apply to such services performed by
emergency medical technicians or paramedics functioning under the direction and control
of the Covered Individuals.
R. Nuclear. Bodily Injury or Property Damage arising out of the hazardous properties of
Nuclear Material.
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S. Pollution. Claims arising out of the actual, alleged or threatened discharge, dispersal,
escape, migration, release, or seepage of Pollutants. However, this limitation does not
apply to Bodily Injury or Property Damage arising out of or caused by any actual, alleged
or threatened discharge, dispersal, seepage, migration, release or escape of Pollutants if:
1. It was directly caused by Hostile Fire, explosion, lightning, windstorm, vandalism
malicious mischief, or by the collision, overturning or upset of a motor vehicle; or
2.

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

3.

It was instantaneous and was demonstrable as having commenced at a specific time
and date during the Covered Period; and

4.

Its commencement became known to the Covered Party within seven days; and

5.

Its commencement was reported in writing to the Authority within twenty days of
becoming known to the Covered Party; and

6.

The Covered Party takes reasonable steps to correct or terminate the discharge,
dispersal, seepage, migration, release or escape of Pollutants.

Nothing contained in this Limitation S shall operate to provide any coverage or any obligation
to defend or pay Defense Costs with respect to:
1. Any site or location used by others on the Covered Party’s behalf for the handling,
storage, disposal, dumping, processing or treatment of waste material. This limitation
applies whether or not the action by others was known to the Covered Party;
2. Any clean-up costs mandated by the Comprehensive Environmental Response,
Compensation and Liability Act (CERCLA) and any similar laws or statutes;
3. Clean up, removal, containment, treatment, detoxification or neutralization of
Pollutants situated on the premises the Covered Party currently owns, rents or
occupies.
4. Any Claim, liability, loss, cost or expense based upon or arising out of Personal Injury
or Public Officials Errors and Omissions.
T.

Property in the Covered Party’s Control. Property Damage to:
1. property owned by the Covered Party;
2. property rented to, leased to the Covered Party where the Covered Party 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; or
3. Aircraft or Watercraft in the Covered Party’s care, custody or control.

U. Refunds. Claims arising out of the refund of taxes, fees or assessments.
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V.

Transit Operations. Bodily Injury or Property Damage arising out of any transit
authority, transit system or public transportation system owned or operated by the
Covered Party, but this limitation does not apply to any transit system operating over
non-fixed routes, including dial-a-ride, senior citizen transportation, or handicapped
transportation.

W.

Unlawful Financial Gain. Claims arising in whole or in part out of any Covered
Individual’s obtaining remuneration or financial gain to which the Covered Individual
was not legally entitled.

X.

Willful Violation of Any Law. Personal Injury arising out of the willful violation of any law
committed by or with the knowledge or consent of the Covered Party. Public Officials
Errors and Omissions arising out of the willful violation of any law.

Y.

Workers’ Compensation. Claims for which the Member Entity or its insurance company
may be held liable under any workers’ compensation, unemployment compensation or
disability benefits law, or under any similar law.

Z.

Non-monetary Relief. Claims alleging, based upon or arising out of claims, demands or
actions seeking relief or redress in any form other than money damages, or for
claimant/plaintiff attorney fees, costs or expenses relating to claims, demands or actions
seeking relief or redress in any form other than money damages.

AA. Non-Certified Skateboard Parks. Any Claim arising out of the ownership, operation,
design, use or maintenance of a skateboard park the design for which an engineer or an
architect has not certified.
BB.

Earthquake. Damages caused directly or indirectly by an earthquake.

CC. Compliance with ADA Requirements. Claims alleging, based upon or arising out of the
violation of the Americans with Disabilities Act of 1990, any similar Federal, State or local
law, any amendment to such laws, or any regulations promulgated under any such laws
Notwithstanding the foregoing, and subject to the Coverage Limit, the Memorandum
shall provide coverage for Defense Costs and Damages to the claimant(s), including
claimant(s)/plaintiff(s) attorneys’ fees and costs as the result of the alleged ADA violation.
DD. Medicare Compliance. Claims arising from or relating to any sums sought by Medicare
with respect to a Claim or Suit settled by a Member Entity within its Retained Limit.
EE. Use of a Firearm. Claims arising from the use of a firearm in connection with Code
Enforcement by non-Peace Officers in connection with the enforcement of the criminal
laws of the State of California by non-Peace Officers.
SECTION VII—CONDITIONS
A.

Amendment or Cancellation. This Memorandum may be amended or cancelled at any
time in accordance with the provisions of the Joint Powers Agreement creating PARSAC
and its Bylaws. The terms of this Memorandum may not be changed except by written
amendment issued by the Authority to form a part of this Memorandum.
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B.

Appeal of Disputes with Authority. Any disputes concerning coverage or procedures of the
Program may be appealed only to the Authority’s Board of Directors in the manner and
form that it may from time to time determine. Decisions by the Authority to assume control
of the negotiation, appeal, or settlement of a Claim, or whether or not coverage exists for
a particular Claim or part of a Claim or any other dispute that arises under and in
connection with the Memorandum shall be made by the Board of Directors of the
Authority or the Executive Committee as set forth herein. An appeal of a coverage
determination of the General Manager or Coverage Counsel of the Authority or of any
other dispute that arises under and in connection with the Memorandum shall be made in
writing to the Authority within 60 days of the decision or dispute and shall be heard and
determined by the Board at the next regularly scheduled meeting of the Board. If at the
request of the Covered Party, or in the event that in the judgment of the Authority that
exceptional circumstances warrant, an appeal of a coverage determination or any other
dispute that arises under and in connection with the Memorandum shall be heard by the
Executive Committee within 21 days of receipt of the appeal. Any determination by the
Executive Committee may be appealed by the Covered Party and shall be determined
at the next regularly scheduled meeting of the Board.

C.

Appeal of Judgments. In the event the Covered Party elects not to appeal a judgment,
the Authority may elect to do so at its own expense, but in no event shall the Program’s
liability for Ultimate Net Loss plus all Defense Costs necessary and incident to such
appeal exceed the limit of coverage stated in Section V.

D.

Bankruptcy. Bankruptcy or insolvency of the Covered Party shall not relieve the Authority
of any of its obligations under this Memorandum.

E.

Duties in the Event of an Occurrence or Claim.
1. The Covered Party shall cooperate with the Authority and upon the Authority’s
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, Property Damage, Personal Injury or
Public Officials Errors and Omissions with respect to which coverage is afforded
under this Memorandum; and the Covered Party shall attend hearings and trials and
assist in securing and giving evidence and obtaining the attendance of witnesses.
2. The Covered Party shall provide a copy to the Authority within 15 calendar days of
all Government Code Section 910 claims likely to exceed 50% of the Member Entity’s
Retained Limit and within 7 calendar days of all suits covered by this Memorandum,
except property damage claims under five thousand dollars ($5,000.00).
3. The Covered Party shall notify the Authority not later than 7 calendar days of any
Occurrence reasonably considered a serious incident that is likely to be covered by
this Memorandum, including but not limited to:
(i)

One or more fatalities;

(ii)

Loss of a limb;

(iii)

Loss of use of any sensory organ;
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(iv)

Paralysis, Quadriplegia or paraplegia;

(v)

Third degree burns involving more than ten percent of the body;

(vi)

Serious facial disfigurement;

(vii)

Long term hospitalization;

(viii)

Closed head injury; or

(ix)

Serious loss of use of any bodily function.

4. The Covered Party shall forward to the Authority every demand, notice summons
or other process received.
5. The Covered Party shall not, except at its own cost and expense, voluntarily make
any payment, assume any obligation or incur any expense without the written consent
of the Authority.
F.

Duties with Respect to Covered Contracts.
1. With respect to any contract for which a Covered Party seeks coverage as a Covered
Contract, the Covered Party shall submit the proposed contract to the Authority for
its review and approval, at least 14 days prior to the date of execution of the contract,
or its effective date, whichever is earlier.
2. The factors that shall be considered by the Authority in determining approval of a
contract shall include:
a. the party contracting with the Covered Party has requested indemnification for
services the contracting party is providing to the Covered Party;
b. the subject matter of the proposed contract does not pertain to an essential service
of the Covered Party and there are available options to contract with other
providers;
c. whether all efforts to negotiate terms acceptable to the Authority have been
exhausted;
d. whether there is alternative coverage through the commercial market for the
proposed subject matter of the contract, for example, special events coverage;
and,
e. whether the Member
recommendation.

executes

the

contract

against

the

Authority’s

G. Other Coverage or Insurance. If collectible insurance with any insurer, coverage with any
other joint powers authority or other self-funding mechanism is available to the Covered
Party covering a loss to which this Memorandum applies (whether on a primary, excess
or contingent basis), the coverage of this Memorandum shall be in excess of, and shall
not contribute with, such other insurance or coverage; provided that this clause does not
apply with respect to excess insurance or coverage purchased specifically to be in excess
of this Memorandum. The bankruptcy of, insolvency of, or placement into rehabilitation or
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receivership by any regulatory agency of any joint powers authority or insurance company
providing joint powers authority coverage or insurance coverage to the Covered Party shall
not amend the application of this condition.
H. Satisfaction of Retained Limit. In order for defense or indemnity to be available hereunder,
the Covered Party must first 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 from any other source for or on behalf of the Covered Party, such as, for example,
insurance procured by a third party pursuant to which the Covered Party is an additional
named insured or otherwise covered. The foregoing does not apply to any insurance
purchased by the Member Entity or any Covered Party to cover all or any part of the
Retained Limit.
I.

Relationship to Joint Powers Agreement. The provisions of this Memorandum are subject
to and subordinate to the terms and provisions of the Joint Powers Agreement creating
PARSAC, and in the event of any conflict between the terms and provisions of said
Agreement and this Memorandum, the terms and provisions of the Agreement shall
control.

J. Severability of Interests. The coverage applies separately to each Covered Party against
whom Claim is made, as if a separate Memorandum were issued to it, except with respect
to the Authority’s Limit of Coverage.
K. Subrogation. To the extent of any payment under this Memorandum, the Authority shall
be subrogated to all the Covered Party’s rights of recovery thereof. The Covered Party
shall do everything necessary to secure such rights and shall do nothing after the
Occurrence to prejudice such rights. Any amount so recovered shall be apportioned as
follows:
1.

The Authority shall be reimbursed to the extent of all payment under this
Memorandum. Any remaining balance shall be applied to reimburse the Covered
Party.

2. The expenses of such recovery proceedings shall be apportioned in the ratio of
respective recoveries. If there is no recovery in proceedings conducted solely by the
Authority, the Authority shall bear the expenses thereof.
L. Actions. No action shall lie against the Authority with respect to the coverages and
related provisions defined in the Memorandum unless, as a condition precedent thereto,
there shall have been full compliance with all of the terms of this Memorandum, nor until
the amount of the Covered Party’s obligations to pay shall have been finally determined
either by judgment against the Covered Party after actual trial or by written agreement
of the Covered Party, the claimant and the Authority. Any person or organization or the
representative thereof who has secured such judgment or written agreement shall
thereafter be entitled to recovery under this Memorandum to the extent of the coverage
afforded by this Memorandum. No person or entity shall have the right under this
Memorandum to join the Authority as a party to any action against the Covered Party
to determine the Authority’s liability, nor shall the Authority be impleaded by the
Covered Party or its legal representative.

PARSAC MOC Rev. 5/31/18 12-5-19
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M. Venue. In the event of any dispute between a Member Entity and the Authority
concerning the coverage provided by the Memorandum, the place of venue for any Suit
concerning such coverage dispute shall be the County of Sacramento, and any action
concerning such dispute shall be filed in the Superior Court for the County of Sacramento,
California.
N. Medicare Compliance. Where a Member Entity settles a claim within its Retained Limit,
in which a claimant is either presently Medicare eligible or will be Medicare eligible within
30 months of the settlement, the Member Entity shall comply with all pertinent laws and
regulations applicable to the settlement, and shall ensure that Medicare’s interests are fully
addressed, protected and documented in the settlement.
The failure by a Member Entity to comply with all pertinent laws and regulations applicable
to the settlement or to properly protect and document Medicare’s interests in the settlement,
shall preclude coverage under the Memorandum for Claims arising from or relating to any
sums sought by Medicare with respect to a Claim or Suit settled by a Member Entity within
its Retained Limit.
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2018/19 ANNUAL FINANCIAL AUDIT
SUMMARY: An annual independent financial audit is conducted to meet requirements
in the government code and PARSAC’s governing documents. The audit was conducted
by Sampson, Sampson, and Patterson CPA’s. Sara Fraijo, Auditor from Sampson,
Sampson, and Patterson, CPA’s presented the audit report to the Finance Subcommittee.
RECOMMENDATION: Approve the 2018/19 Financial Audit.
0DISCUSSION: The 2018/19 financial audit was issued with an unqualified opinion.
The opinion indicates that the financial statements fairly represents the financial position
of PARSAC and conforms to generally accepted accounting principles.
PARSAC concluded the year with overall funding above the 90% confidence level.
PARSAC returned $1 million in Retrospective Premium Adjustment (RPA) dividends to
the Workers’ Compensation Program; and undesignated equity of $1.3 million to the
Liability Program and $200.000 to the Workers’ Compensation Program, for a total
return of equity of $2.5 million. Overall PARSAC’s net position decreased $164,000. The
Liability Program’s net position decreased $1.3 million to $12.4 million due to a return of
equity and adverse claims development. The Workers’ Compensation net position
increased $1.2 million due to favorable claims development. Investment income was
allocated between the Liability and Workers’ Compensation Programs 42% and 58%
respectively.
Investment income is made up of three components: interest income, realized gains and
losses (sale/maturity of assets), and unrealized gains and losses (change in market
values). PARSAC had net investment income of $2 million. All interest earnings were
reinvested during the year.
PARSAC’s total expenses increased $2.0 million or 14%. Program related costs
including claims expense, excess insurance, risk management, and claims administration
accounted for $1.8 million, while all other administrative and overhead costs increased in
total 1% or $200,000. Claims expense saw an increase of $1.3 million due to changes in
actuarial projections. Both the Liability and Workers’ Compensation Program’s ultimate
loss for the current year remained stable from the prior year projection. However, older
claims saw more adverse development for the Liability Program while the Workers’
Compensation saw overall favorable development. Liability excess and property
insurance increased due to increases in member payroll/insured values, losses, and
market costs. The increase was offset by a reduction in premium for excess workers’
compensation insurance for a total increase in excess insurance costs of $300,000. Other
program related costs including risk management expenses and claims administration
costs increased $200,000. Claims administration costs increased $40,000 due to two
additional members using the liability primary pool claims administration services and an
increase in state self-insurance fee of $50,000. Risk management expenses increased
primarily due to the use of additional grant funds. An additional $70,000 in EPL grants
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funds was used during the year which will be offset by designated equity. The remaining
increase of $200,000 included a return of excess ERMA dividends to members and
administrative and overhead costs. Overall, PARSAC’s total expenses were under budget
$700,000 or 4%.
FISCAL IMPLICATIONS: Decrease in net position of $164,000.
ATTACHMENT: 2018/19 Financial Audit Report, Auditor’s Report on Internal
Controls, Letter to Management.
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October 28, 2019

To the Governing Board
Public Agency Risk Sharing Authority of California
Sacramento, California

We have audited the financial statements of the Public Agency Risk Sharing Authority of
California (PARSAC) for the year ended June 30, 2019. Professional standards require that we provide you
with information about our responsibilities under generally accepted auditing standards and Government
Auditing Standards, as well as certain information related to the planned scope and timing of our audit. We
have communicated such information in our letter to you dated September 4, 2019. Professional standards
also require that we communicate to you the following information related to our audit.
Significant Audit Matters
Qualitative Aspects of Accounting Practices
Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by PARSAC are described in Note 1 to the financial statements. No
new accounting policies were adopted and the application of existing policies was not changed during the
year ended June 30, 2019. We noted no transactions entered into by PARSAC during the year for which
there is a lack of authoritative guidance or consensus. All significant transactions have been recognized in
the financial statements in the proper period.
Accounting estimates are an integral part of the financial statements prepared by management and
are based on management’s knowledge and experience about past and current events and assumptions about
future events. Certain accounting estimates are particularly sensitive because of their significance to the
financial statements and because of the possibility that future events affecting them may differ significantly
from those expected. The most sensitive estimates affecting the PARSAC’s financial statements were the
provision for unpaid claims, the estimated useful lives of capital assets, the net pension liabilities and the
OPEB liabilities.
Management’s estimate of the provision for unpaid claims is based on estimates of the ultimate cost
of claims that have been reported but not settled and of claims that have been incurred but not reported.
Management’s estimate of the useful lives of capital assets is based on historical experience and industry
standards, and the estimates for outstanding pension and OPEB liabilities was determined by an outside
actuary. We evaluated the key factors and assumptions used to develop those estimates in determining that
they are reasonable in relation to the financial statements taken as a whole.
The financial statement disclosures are neutral, consistent, and clear.
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Difficulties Encountered in Performing the Audit
We encountered no significant difficulties in dealing with management in performing and
completing our audit.
Corrected and Uncorrected Misstatements
Professional standards require us to accumulate all known and likely misstatements identified
during the audit, other than those that are clearly trivial, and communicate them to the appropriate level of
management. There were no misstatements detected as a result of audit procedures performed.
Disagreement with Management
For purposes of this letter, a disagreement with management is a financial accounting, reporting, or
auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial
statements or the auditor’s report. We are pleased to report that no such disagreements arose during the
course of our audit.
Management Representations
We have requested certain representations from management that are included in the management
representation letter dated October 28, 2019.
Management Consultations with Other Independent Accountants
In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves
application of an accounting principle to the PARSAC's financial statements or a determination of the type
of auditor’s opinion that may be expressed on those statements, our professional standards require the
consulting accountant to check with us to determine that the consultant has all the relevant facts. To our
knowledge, there were no such consultations with other accountants.
Other Audit Findings or Issues
We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the PARSAC’s auditors. However,
these discussions occurred in the normal course of our professional relationship and our responses were not
a condition to our retention.
Other Matters
We applied certain limited procedures to the management’s discussion and analysis and claims
development information, which are required supplementary information (RSI) that supplements the basic
financial statements. Our procedures consisted of inquires of management regarding the methods of
preparing the information and comparing the information for consistency with management’s responses to
our inquires, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We did not audit the RSI and do not express an opinion or provide any assurance on
the RSI.

Public Agency Risk Sharing Authority of California
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We were engaged to report on the combining statements, which accompany the financial
statements but are not RSI. With respect to this supplementary information, we made certain inquiries of
management and evaluated the form, content, and methods of preparing the information to determine
that the information complies with accounting principles generally accepted in the United States of
America, the method of preparing it has not changed from the prior period, and the information is
appropriate and complete in relation to our audit of the financial statements. We compared and
reconciled the supplementary information to the underlying accounting records used to prepare the
financial statements or to the financial statements themselves.
Restriction on Use
This information is intended solely for the information and use of the Board of Directors and
management of PARSAC and is not intended to be, and should not be, used by anyone other than these
specified parties.
Very truly yours,

Sampson, Sampson & Patterson, LLP

PUBLIC AGENCY RISK SHARING AUTHORITY
OF CALIFORNIA
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AND
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INDEPENDENT AUDITOR’S REPORT

Board of Directors
Public Agency Risk Sharing Authority of California
Sacramento, California
Report on the Financial Statements
We have audited the accompanying financial statements of the Public Agency Risk Sharing
Authority of California (PARSAC) as of and for the year ended June 30, 2019, and the related notes to the
financial statements, which collectively comprise PARSAC’s basic financial statements as listed in the table
of contents.
The prior year comparative information has been derived from the financial statements of PARSAC
for the year ended June 30, 2018, and in our report dated November 7, 2018, we expressed an unmodified
opinion on those financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America, the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States and the State Controller’s Minimum Audit Requirements
for California Special Districts. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risk of material misstatement of the financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal control relevant to
PARSAC’s preparation and fair presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of PARSAC’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Public Agency Risk Sharing
Authority of California
Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of PARSAC as of June 30, 2019, and the changes in financial position and cash flows for
the year then ended in accordance with accounting principles generally accepted in the United States of
America, as well as accounting systems prescribed by the State Controller’s office and state regulations
governing special districts.
Other Matters
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and the required supplementary information, as listed in the table of contents, be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical context. We
have applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management’s response to
our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.
Other Information
Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise PARSAC’s basic financial statements. The combining statements are presented for purposes of additional
analysis and are not a required part of the basic financial statements.
The combining statements are the responsibility of management and were derived from and relate directly to
the underlying accounting and other records used to prepare the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the combining statements are fairly stated in all material respects in relation to the basic financial
statements as a whole.
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated October 28, 2019
on our consideration of PARSAC’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations and contracts and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of that testing, and not
to provide an opinion on internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering PARSAC’s internal control
over financial reporting and compliance.
Sampson, Sampson & Patterson, LLP
Clovis, California
October 28, 2019
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PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2019
The management of the Public Agency Risk Sharing Authority of California (PARSAC) is pleased to
present the following discussion and analysis of the financial performance for the fiscal year ended
June 30, 2019 to enhance the information included in the following financial report.
Formed in May 1986, the Public Agency Risk Sharing Authority of California (PARSAC), formerly
the California Municipal Insurance Authority (CMIA), is a state-wide joint powers authority. PARSAC
provides both self-insured and group purchase coverage to 35 municipalities and one fire district
throughout California. PARSAC operates self-insured programs for liability and workers’
compensation, and offers insured programs for property, boiler and machinery, fidelity bonds, special
events and employee benefits. Additionally, PARSAC provides claims administration, loss control and
training for members. PARSAC has invested in a building in Sacramento that houses its administrative
office and a conference center that is available for meetings and training.
The Authority is governed by a Board of Directors comprised of representatives from each member
agency. The Board of Directors elects its officers: President, Vice President, Treasurer, and
Auditor/Controller. Daily operations are administered by the General Manager who serves as the
Chief Executive Officer. The General Manager is responsible for the administration of the policies as
set forth by the Authority’s organizational documents and the Board of Directors.
FINANCIAL HIGHLIGHTS







$2.5 million in dividends were declared. The Workers’ Compensation Program declared a $1.2
million dividend for members participating in the 1990/91 to 2011/12 program years. The liability
Program declared a $1.3 million dividend for members participating in program years prior to 2005.
The Safety and Loss Control Grant Program reimbursed 33 members for safety and loss control
programs/projects totaling $273,000 and an additional $105,000 for the Employment Practices
Liability (EPL) grant program.
The Board continued the Liability Program funding at 80% due to its healthy financial position and
continued the Workers’ Compensation Program funding at the 75% confidence level. The discount
factors used in the premium calculation remained at 1.5% and 2.5% for the Liability and Workers’
Compensation Programs, respectively.
A dividend of $506,000 was received from excess provider ERMA.
Net position decreased by $164,000.

OVERVIEW OF THE FINANCIAL STATEMENTS
The Authority operates as an enterprise fund applying the accrual basis of accounting. Individual program
accounting is maintained in-house and is provided as supplemental information to the financial statements.
The Statement of Net Position provides information about the combined financial position of PARSAC as
of the fiscal years noted. The Statement of Revenues, Expenses, and Changes in Net Position reports the
results of operations. The Statement of Cash Flows is presented to reflect the operations of PARSAC based
strictly on the inflow and outflow of cash. The Notes to the Financial Statements provide information on
accounting policies of the Authority, such as development of claim liabilities, and retrospective premium
adjustment.
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PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2019

CONDENSED FINANCIAL INFORMATION
Statement of Net Position
June 30, 2019
Current Assets
$ 13,842,758
Non-current Assets
35,761,791
Capital Assets
671,102
Deferred Outflow of Resources
467,298

%
27%
71%
1%
1%

June 30, 2018
$ 13,827,614
34,223,526
707,499
905,649

%
27%
70%
1%
2%

June 30, 2017
$ 12,777,612
32,787,492
712,682
684,922

%
27%
70%
2%
1%

Total Assets and Deferred
Outflows of Resources

$50,742,949

100%

$49,644,288

100%

$46,962,708

100%

Current Liabilities
Non-Current Liabilities
Deferred Inflow of Resources

$ 8,850,765
16,289,751
157,568

35%
64%
1%

$ 8,580,836
15,238,212
236,232

36%
63%
1%

$8,836,931
13,266,395
34,641

39%
60%
1%

Total Liabilities and Deferred 25,298,084
Inflows of Resources

100%

24,055,280

100%

22,137,967

100%

671,102
24,773,763

3%
97%

707,499
24,901,509

3%
97%

712,682
24,112,059

3%
97%

25,444,865

100%

25,609,008

100%

24,824,741

100%

Total Liabilities, Deferred
Inflows of Resources and $50,742,949
Net Position

100%

$49,664,288

100%

$46,962,708

100%

Capital Assets
Net Position
Total Net Position

ANALYSIS OF OVERALL FINANCIAL POSITION
PARSAC continues to be financially stable, meeting equity
targets and exceeding the actuary’s 90% confidence level for
funding overall. Total assets increased by 2% or $1.1 million
to $50.7 million due to increased investment portfolio values
of $2 million resulting from increased market values and
reinvestment of interest earnings. The remaining change in
assets is due to a decrease of $900,000 in receivables from
members and excess insurance carriers, cash holdings, and
changes in deferred outflows of resources of pension and other
post-employment benefits (OPEB).

Figure 1 – Total Assets by Program
Property
/Bond
Program
1%

Liability
Program

49%

Building
Fund 3%

Workers'
Compensation
Program 48%

Total liabilities increased by 5% or $1.2 million. The increase was due to a $2.2 million increase in
actuarial provisions for current year claim reserves and prior year’s changes in claims reserves offset by a
decrease in current liabilities of $1 million.
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PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2019
Overall PARSAC’s net position decreased by $164,000 or .6%. The Liability Program net position
decreased by $1.3 million or 9% due to a $1.3 million dividend declared and adverse claims development in
older claim years. The net position of the Workers’ Compensation Program increased by $1.2 or 11% due
to favorable claims activity. The Workers’ Compensation Program returned a $1.2 million dividend to
members offsetting earnings. Investment income was allocated between the Liability Program and the
Workers’ Compensation Program 42% and 58% respectively.

Statement of Revenues, Expenses, and Changes in Net Position

Operating Revenues:
Member Contributions
Dividend (RPA)
Other Revenue

Year Ended
June 30, 2019

Year Ended
June 30, 2018

Year Ended
June 30, 2017

$16,028,939
(2,530,019)
506,973
14,005,893

$15,578,418
(1,000,000)
892,817
15,471,235

$14,727,163
(1,000,000)
1,459,466
15,186,629

6,468,427
6,616,991
1,441,549
1,605,866
16,132,833
(2,126,940)

5,184,277
6,298,911
1,229,190
1,367,838
14,080,216
1,391,019

3,789,454
5,585,049
1,208,743
926,146
11,509,392
3,677,237

2,012,016
(49,219)
1,962,797
(164,143)
25,609,008
$25,444,865

(12,488)
(34,321)
(46,809)
1,344,210
24,264,798
$25,609,008

(31,919)
(42,662)
(74,581)
3,602,656
21,222,085
$24,824,741

Operating Expenses:
Claims Expense
Excess Insurance Expense
Program Services Expense
General Administrative Expense
Total Operating Expenses
Operating Income (Loss)
Non-Operating Income and (Expense):
Investment Income
Facility Expense
Total Non-Operating Income (Expense)
Change in Net Position
Beginning Net Position
Ending Net Position

ANALYSIS OF OVERALL RESULTS OF OPERATIONS
Figure 3 – Revenue by Program
Workers'
Compensation
Program, 33%

Investment
Income,
13%

Liability
Program,
37%

Property/
Bond
Program,
17%

Figure 4 – Total Expense by Category
Excess
Ins, 41%

Claims
Admin,
Loss Control
6%
3%
Consultants, 1%
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PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2019
ANALYSIS OF OVERALL RESULTS OF OPERATIONS - Continued
All members participate in the Liability Program, which generated the largest portion of revenue at $7.2
million or 44%. That percentage drops to 42% when excess provider dividends of $506,000 are excluded
from program revenue. The Workers’ Compensation Program follows at $6.6 million, representing 40% of
revenue. The remaining 16% of income of $2.7 million is made up of premiums for property and crime
bond group purchase programs for total operating revenues of $16.5 million.
Investment income of just over $2 million was recorded this year. Investment income includes coupon
earnings (interest) of $943,000, realized gains on the sale/maturity of investments of $181,000, and
unrealized gains in market value of $886,000. All interest earnings are reinvested.
Overall, expenses increased $2.0 million from the prior year. The most significant change was in claims
expense with an increase of $1.3 million. The Workers’ Compensation program saw actuarial projections
remain stable for the current claim year and overall development for older claim years remains favorable.
The Liability Program saw an increase in total ultimate projected claim losses with favorable development
for the current year but adverse development in the prior five years. Claims ultimate losses will continue to
be adjusted as development occurs. In addition to the increase in claims expense, liability excess coverage
and property group purchase insurance costs continue to rise. Current year insurance costs increased
$344,000 with an increase of $387,000 for liability excess coverage due to increases in member payroll
market costs, and loss experience, while property group purchase insurance costs increased $234,000 due to
market costs, insured values, and loss history. The workers’ compensation program saw excess insurance
costs decrease $277,000. Staff payroll and benefits increased $93,160 with the addition of additional staff
filling a vacant position. In addition, under GASB 68 prepaid pension costs are now being expensed with
an additional $57,000 expensed during the current year. Risk management expenses increased $116,000
due to increased usage of grant funds. Risk management costs will be offset with a transfer of designated
equity for the use of EPL grant funds and LCW consortium expenses in the amount of $185,000. There
was also a return of excess dividends to members of $122,000 that will also be offset by a transfer from
designated equity. All other operating costs have minimal changes or were within budgeted amounts.
During the year both the Liability Program returned $1.3 million in program equity and the Workers’
Compensation program returned $1.2 million for a total dividend return of $2.5 million with an additional
$365,000 in equity allocated by the Liability Program to proactively fund PARSAC’s long-term pension
liability.
The year concluded with net expenses over revenues of $164,000 decreasing PARSAC’s total net position
to $25.5 million down from $25.6 million the prior year. The Liability Program accounted for a $1.3
million decrease with net position decreasing to $12.4 million while the Workers’ Compensation Program
net position increased $1.2 million to $12.1 million with the building and property/bond program
accounting for the remaining $900,000 in net position for a total net position of $25.4 million.
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PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2019
INVESTMENTS
The Authority’s investment portfolio grew to $37.8 million, with a $1.8 million increase from the prior year
market value of $36 million. The increase was due to unrealized gains caused by changes in market values
and a reinvestment of interest earnings. Portfolio assets continue to be managed by investment advisor,
PFM Asset Management, LLC with securities held in a custodial account at Union Bank. The actively
managed portfolio consists of fixed income, municipal, and medium-term corporate securities, supranationals, and asset-backed securities. All investments are held in accordance with the Authority’s
investment policy and the California Government Code. Short term funds not immediately needed for the
payment of claims and administrative expenses are maintained in the State of California Local Agency
Investment Fund (LAIF), which is administered by the State Treasurer’s Office. At June 30, 2019, the LAIF
balance was approximately $4.6 million.

Figure 2 – Portfolio Maturity Distribution at June 30, 2018 and June 30, 2019

Figure 2 above, illustrates the portfolio’s change in maturity distribution from the prior year. The
portfolio duration has been expanded into the fifth year to maximize duration and yield. Future
investment earnings directly impact program rates, as this projected income is a part of the funding
and future liability calculation. When investments fall short of projections, additional funding may
be required to meet actuarial revenue estimates. The Authority takes interest rate conditions into
consideration when developing annual premiums.
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PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2019
RETROSPECTIVE PREMIUM ADJUSTMENT AND RATE STABILIZATION FUND
Retrospective Premium Adjustment (RPA) is the reconciliation of equity to expenses which allows for
returns of accumulated program equity to members through dividends. The calculation is based on policies
requiring a minimum overall funding level as well as a Target Equity goal equal to five times the pool selfinsured retention before funds can be released. The Workers’ Compensation Program declared a $1.2
million dividend and the Liability Programs declared a net $1.3 million dividend for a total $2.5 million
equity return.
Rate Stabilization Funds have been established in both the Liability and Workers’ Compensation Programs
to help cushion the impact of pool or excess rate increases. $355,000 in liability rate stabilization funds
were used during the year to offset rate increases. The Liability Rate Stabilization Fund currently has a
balance available of $550,000 with an additional $500,000 available to offset EPL excess insurance
increases. The Workers’ Compensation Program balance increased to $705,000.
PENSION AND OTHER POST EMPLOYMENT BENEFITS (OPEB)
The accounting standard, GASB 68, went into effect June 30, 2015 requiring the reporting of unfunded
pension liabilities. For the fiscal year 17/18, a similar standard GASB 75 was implemented requiring the
reporting of OPEB liabilities.
The change in reporting requirement added several accounts to the Statement of Net Position. These
accounts are used to value the unfunded pension liability and the deferred inflows and outflows of pension
resources. The deferred inflows and outflows of resources are based on estimates and actual activity. The
estimates are determined by actuarial values calculated annually by CalPERS using a measurement date of
the last day of the previous fiscal year and current fiscal year activity includes employer contributions and
the plan’s actual investment earnings. The actuarial values assigned to PARSAC represent the portion of
the entire miscellaneous pension pool that has been allocated to PARSAC. Because of this allocation,
pension assets and liabilities will fluctuate annually based on the activity of all member agencies.
During the current fiscal year, PARSAC was able to recognize a portion of the payments attributed to the
unfunded liability. Per GASB regulations, the payment of the unfunded liability will be amortized over
several years. Annually the pension plan’s assets and liabilities will be evaluated to determine current
funding needs with the same analysis being performed for other post-employment benefits (OPEB).
CAPITAL ASSETS
The majority of the Authority’s capital assets are invested in a building located in Sacramento. The building
houses PARSAC’s administrative office and the remaining 3,600 square feet, formerly tenant space, has
been converted into a conference facility for meetings and training. The Authority will endeavor to lease the
space when economic circumstances in the market improve.
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PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2019
CLAIMS EXPENSE
The Authority contracts with Bickmore Actuarial Consulting, LLC for annual funding and year-end
actuarial valuations of the self-insured Liability and Workers’ Compensation Programs.
Figure 5 illustrates the Liability Program Ultimate Loss by Program Year as determined by the actuary. The
ultimate loss represents the total cost of claims expected in a given program year. Components of ultimate
loss are paid and reserves for reported claims and incurred but not reported (IBNR) claim reserves. The
Liability Program claim history has been unpredictable, with claim costs ranging from a high of $5.4
million to a low of $50,000. The actuary’s ultimate cost of claims averages $2.2 million over the past ten
years and $2.5 million over the last five years.
Liability claims actuarially projected costs over the last two years have averaged $2.1 million but claims for
the period 2014/15 – 2017/18 continue to show adverse development.
Figure 5 – Liability Program Ultimate Loss by Program Year
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PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2019

CLAIMS EXPENSE – continued
Figure 6 illustrates the Workers’ Compensation Program Ultimate Loss by Program Year as determined by
the actuary. The Program’s history indicates more consistent claim patterns than the Liability Program with
costs in the early years averaging $1 million. Claims costs began increasing in 2008 and for several years
that trend continued with a leveling off with the 2011/12 fiscal year. The previous ten years average
ultimate cost of claims was $2.4 million per year with the five most recent years averaging $2.2 million.
The last two years saw an increase in actuarial projections for claims costs compared to the previous years
with an average of $2.7 million but overall claims development remains favorable.

Figure 6 – Workers’ Compensation Program Ultimate Loss by Program Year
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PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
STATEMENT OF NET POSITION
(Prior Year Data for Comparison Purposes Only)

ASSETS
June 30,
2019

2018

$10,366,238
2,334,902

$10,627,917
1,654,631

198,975
283,605
144,356
506,517
8,165
13,842,758

200,658
361,193
409,048
488,957
85,210
13,827,614

Non-Current Assets:
Investments (Note 3)
Net OPEB asset
Capital assets (Note 4)
Accumulated depreciation (Note 4)
Total Non-Current Assets

35,409,561
352,230
1,753,686
(1,082,584)
36,432,893

34,033,952
189,574
1,793,363
(1,085,864)
34,931,025

Total Assets

50,275,651

48,758,639

335,896
131,402
467,298

602,416
303,233
905,649

50,742,949

49,664,288

Current Assets:
Cash and cash equivalents (Note 2)
Investments (Note 3)
Receivables:
Interest
Member
Excess insurance
ERMA dividend
Prepaid expenses
Total Current Assets

Deferred Outflow of Resources:
Related to pensions (Note 9)
Related to other postemployment benefits (Note 10)
Total Deferred Outflow of Resources
Total Assets and Deferred Outflow of Resources

See independent auditor’s report and notes to financial statements.
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PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
STATEMENT OF NET POSITION
(Prior Year Data for Comparison Purposes Only)
(Continued)

LIABILITIES AND NET POSITION
June 30,
2019
Current Liabilities:
Accounts payable
Accrued expenses
Retrospective premium adjustment payable (Note 6)
ERMA dividends due to members
Unearned contributions
Excess premium assessment (Note 12)
Unpaid claims and adjustment expenses (Note 7)
Total Current Liabilities

53,376
87,448
1,415,706
36,482
223,516
37,850
6,996,387
8,850,765

2018
125,644
133,602
980,230
1,554,821
5,786,539
8,580,836

Non-Current Liabilities:
Committee training stipend payable
Excess premium assessment (Note 12)
Unpaid claims and claim adjustment expenses (Note 7)
Net pension liability (Note 9)
Total Non-Current Liabilities

22,755
340,654
15,592,341
334,001
16,289,751

22,755
378,504
14,471,912
365,041
15,238,212

Total Liabilities

25,140,516

23,819,048

157,568
157,568

19,555
216,677
236,232

Total Deferred Inflow of Resources and Liabilities

25,298,084

24,055,280

Net Position (Note 8):
Invested in capital assets
Unrestricted

671,102
24,773,763

707,499
24,901,509

$25,444,865

$25,609,008

Deferred Inflow of Resources:
Related to pensions (Note 9)
Related to other postemployment benefits (Note 10)
Total Deferred Inflow of Resources

Total Net Position

See independent auditor’s report and notes to financial statements.
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PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
(Prior Year Data for Comparison Purposes Only)

Years Ended June 30,
2019
2018
OPERATING REVENUES:
Premium contributions
Retrospective adjustment
CARMA dividend
ERMA dividend
Other
Total Operating Revenues

$16,028,939
(2,530,019)
506,517
456
14,005,893

$15,578,418
(1,000,000)
386,438
488,957
17,422
15,471,235

OPERATING EXPENSES:
Claims paid
Change in claims liabilities
Excess insurance
Program administration
Risk management
Professional fees
Salaries and benefits
Travel and meetings
Facility expense
Other general and administrative expenses
Dividend refund
Total Operating Expenses

4,138,150
2,330,277
6,616,991
922,357
519,192
171,890
1,048,405
15,584
49,220
197,810
122,957
16,132,833

14,080,216

Operating Income

(2,126,940)

1,391,019

NON-OPERATING REVENUES (EXPENSES):
Investment income (loss)
Facility expense, net
Total Non-Operating Revenues (Expenses)

2,012,016
(49,219)
1,962,797

Change in Net Position

(164,143)

Net Position, Beginning of year
Net Position, End of Year

(12,488)
(34,321)
(46,809)
1,344,210

25,609,008

24,264,798

$25,444,865

$25,609,008

See independent auditor’s report and notes to financial statements.
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2,653,025
2,531,252
6,298,911
826,398
402,792
158,324
955,244
88,330
67,881
98,059

PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
STATEMENT OF CASH FLOWS
(Prior Year Data for Comparison Purposes Only)

Years Ended June 30,
2019
2018

CASH FLOWS FROM OPERATING ACTIVITIES:
Contributions received
ERMA dividend
CARMA dividend
Other revenues
Salaries and benefits paid
Claims expense paid
Premiums paid
General and administrative expenses paid
Net Cash (Used) Provided by Operating Activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Investment income
Investments purchased
Proceeds from sales and maturities of investments
Facilities expenses paid
Net Cash (Used) Provided by Investing Activities

$ 12,624,073
488,957
457
(928,317)
(3,873,458)
(6,540,606)
(1,959,583)
(188,477)

386,438
17,422
(939,754)
(3,001,318)
(5,996,792)
(1,609,963)
2,590,114

945,160
(23,146,564)
22,159,223
(31,021)
(73,202)

645,665
(17,072,685)
16,716,920
(15,145)
274,755

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:
Purchase of capital assets
Net Cash Used by Capital and Related Financing Activities
Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year
Cash and Cash Equivalents, End of Year

(33,518)
(33,518)
(261,679)

2,831,351

10,627,917

7,796,566

$ 10,366,238

$10,627,917

See independent auditor’s report and notes to financial statements.
14

$13,734,081

PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
STATEMENT OF CASH FLOWS
(Prior Year Data for Comparison Purposes Only)
(Continued)

Years Ended June 30,
2019
2018

RECONCILIATION OF NET OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES:
Operating Income

$(2,126,940)

Adjustments to reconcile operating income (loss)
to net cash provided by operating activities:
Depreciation expense
(Increase) decrease in:
Member receivable
Excess receivable
ERMA dividend receivable
Prepaid expense
Deferred outflows – pension/OPEB
Increase (decrease) in:
Accounts payable
Accrued expenses
Committee training stipend payable
Unearned contributions
Excess premium assessments
Retrospective premium adjustment
Claims liabilities
Net pension liability
Deferred inflows – pension/OPEB
Total adjustments

$1,391,019

18,199

19,525

77,588
264,692
(17,560)
(85,611)
438,351

174,836
(55,793)
(488,957)
(147,102)
(220,727)

(72,268)
(46,154)

(203,093)
10,666
(1,503)
(281,738)
378,504
(809,634)
2,531,252
91,268
201,591
1,199,095

(1,331,305)
471,958
2,330,277
(31,040)
(78,664)
1,938,463

Net Cash (Used) Provided by Operating Activities

$ (188,477)

$2,590,114

Supplementary Non-Cash Flow Information
Investing activities
Change in Fair Value of Investments

$ 1,327,832

$ (550,233)

See independent auditor’s report and notes to financial statements.
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PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2019

NOTE 1 - ORGANIZATION:
General
The Public Agency Risk Sharing Authority of California (PARSAC) is a governmental joint powers
authority pursuant to the Government Code of the State of California, commencing with Section 6500.
PARSAC is a statewide agency providing California municipalities with risk management services including
loss control, risk sharing and joint purchase coverage programs.
PARSAC offers self-funded Liability and Workers’ Compensation programs. In addition, PARSAC
offers members access to group purchase insurance programs covering Property, Fidelity Bonds, Special
Events and Employee Benefits.
Liability Program – The Liability Program, implemented in 1986, provides comprehensive general and
automobile liability coverage. PARSAC is self-insured to $1 million and purchases excess coverage up to $50
million through the California State Association of Counties Excess Insurance Authority (CSAC-EIA).
PARSAC also offers members Employment Practices Liability coverage through the Employment Risk
Management Authority (ERMA).
Workers’ Compensation Program – The Workers’ Compensation Program, implemented in 1990,
provides coverage for employee injuries arising out of and in the course of employment. From 1990 to 2007,
PARSAC was self-insured to $250,000. In 2008, PARSAC increased the self-insured retention from $250,000
to $500,000. Losses in excess of PARSAC’s limit are covered through the Local Agency Workers’
Compensation Excess Pool (LAWCX) up to statutory limits.
PARSAC is a California public entity as provided in Internal Revenue Section 115; thus, it is taxexempt. The California Office of the Controller, Division of Local Governmental Fiscal Affairs, for the
purpose of filing an Annual Report of Financial Transactions of Special Districts considers PARSAC to be a
“Special District.”
Reporting Entity
The reporting entity includes all activities considered to be part of PARSAC. This includes financial
activity relating to all of the membership years of PARSAC. In determining its reporting entity, PARSAC
considered all governmental units that were members of PARSAC since inception. The criteria did not require
the inclusion of these entities in their financial statements principally because PARSAC does not exercise
oversight responsibility over any members.
Basis of Accounting
The accompanying financial statements are presented on the accrual basis of accounting in accordance
with accounting principles generally accepted in the United States of America. Under the accrual basis,
revenues and the related assets are recognized when earned, and expenses are recognized when the obligation
is incurred. Liabilities for reserves for open claims and claims incurred but not reported have been recorded in
PARSAC’s financial statements.
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PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2019
(Continued)

In accordance with GASB Statement No. 63, Financial Reporting of Deferred Outflows of Resources,
Deferred Inflows of Resources, and Net Position, the statement of net position reports separate sections for
Deferred Outflows of Resources, and Deferred Inflows of Resources.:
Deferred Outflows of Resources – this represents outlfows of resources (consumption of net
position) that apply to future periods and that, therefore, will not be recognized as an expense
until that time.
Deferred Inflows of Resources – This represents inflows of resources (acquisition of net position)
that apply to future periods and that, therefore, are not recognized as revenue until that time.
PARSAC maintains separate program accounting for each program’s revenues, expenses and related
reserves. The program funds are considered a Proprietary/Enterprise Fund type.
Fund Accounting
The accounts of PARSAC are organized on the basis of funds, each of which is considered to be a
separate accounting entity. PARSAC’s funds have been combined for the presentation of the basic financial
statements. The operations of each fund are accounted for by providing a separate set of self- balancing
accounts which comprise its assets, liabilities, net position, revenues and expenses. The general and
administrative expenses of PARSAC are allocated 50% to the Liability Program, 45% to the Workers’
Compensation Program and 5% to the Property Program.
Cash and Cash Equivalents
For purposes of the statement of cash flows, PARSAC considers all highly liquid assets with a
maturity of three months or less, when purchased, to be cash and cash equivalents.
Receivables
All receivables are reported at their gross value, and where appropriate, are reduced by the estimated
portion that is expected to be uncollectible. As of June 30, 2019, the total accounts receivable portfolio was
considered collectible. Interest on investments is recorded in the year the interest is earned.
Investments and Investment Pools
PARSAC records its investment in Local Agency Investment Fund (LAIF) and its other investments at
fair value. Changes in fair value are reported as non-operating revenue in the statement of revenues, expenses
and changes in net position.
Fair value of investments and LAIF has been determined by the sponsoring government based on
quoted market prices. PARSAC’s investment in LAIF has been valued based on the relative fair value of the
entire external pool to the external pool’s respective amortized cost.

17

PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2019
(Continued)

Capital Assets
Capital assets are carried at cost. Assets with an original purchase price over $10,000 are capitalized
at cost. Depreciation and amortization is computed on the straight-line method. The estimated useful lives
used for buildings and improvements is thirty years. The estimated useful life for furniture and equipment
range from three to five years. Software is depreciated over five years.
Accrued Vacation
In accordance with PARSAC’s employee policies, compensated absences for vacation are accrued at
various numbers of hours per month depending on each employee’s years of service. The liability for
compensated absences at June 30, 2019 was $66,095 and is included in accrued expenses on the statement of
net position.
Provision for Unpaid Claims and Claims Adjustment Expenses
PARSAC’s policy is to establish claims liabilities based on estimates of the ultimate cost of claims that
have been reported but not settled, and of claims that have been incurred but not reported. The length of time
for which such costs must be estimated varies depending on the coverage involved. Estimated amounts of
salvage, subrogation and insurance recoverable on unpaid claims are deducted from the liability for unpaid
claims. PARSAC increases the liability for allocated and unallocated claims adjustment expenses. Because
actual claims costs depend on such complex factors as inflation, changes in doctrine of legal liability and
damage awards, the process used in computing claims liabilities does not necessarily result in an exact amount.
Claims liabilities are recomputed periodically using a variety of actuarial and statistical techniques to produce
current estimates that reflect recent settlements, claim frequency and other economic and social factors. A
provision for inflation in the calculation of estimated future claims costs is implicit in the calculation because
reliance is placed both on actual historical data that reflect past inflation and on other factors that are
considered to be appropriate modifiers of past experience. Adjustments to claims liabilities are charged or
credited to expense in the period in which they are made. The portion of claims considered currently payable
has been actuarially determined.
Pension Plan
PARSAC recognizes a net pension liability, which represents its proportionate share of the excess of
the total pension liability over the fiduciary net position of the pension reflected in the actuarial report provided
by the CalPERS Actuarial Office. The net pension liability is measured as of PARSAC’s prior fiscal year-end.
Changes in the net pension liability are recorded, in the period incurred, as pension expense or as deferred
inflows of resources or deferred outflows of resources depending on the nature of the change. The changes in
net pension liability that are recorded as deferred inflows of resources or deferred outflows of resources (that
arise from changes in actuarial assumptions or other inputs and differences between expected or actual
experience) are amortized over the weighted average remaining service life of all participants in the respective
pension plan and are recorded as a component of pension expense beginning with the period in which they are
incurred. The average remaining service lifetime for the 2017-2018 measurement period is 3.8 years.
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(Continued)

For purposes of measuring the net pension liability, deferred outflows and inflows of resources related
to pensions, and pension expense, information about the fiduciary net position and additions to/deductions
from the fiduciary net position have been determined on the same basis as they are reported by CalPERS
Financial Office. For this purpose, benefit payments (including refunds of employee contributions) are
recognized when currently due and payable in accordance with the benefit terms. Investments are reported at
fair value. CalPERS audited financial statements are publicly available reports that can be obtained at
CalPERS’ website under Forms and Publications.
GASB 68 requires that the reported results must pertain to liability and asset information within certain
defined timeframes. For this report, the following timeframes are used.
Valuation Date

June 30, 2017

Measurement Date

June 30, 2018

Measurement Period

July 1, 2017 to June 30, 2018

Projected earnings on pension investments are recognized as a component of pension expense.
Differences between projected and actual investment earnings are reported as deferred inflows of resources or
deferred outflows of resources and amortized as a component of pension expense on a closed basis over a fiveyear period beginning with the period in which the difference occurred. Each subsequent year will incorporate
an additional closed basis five-year period of recognition.
Other Postemployment Benefits (OPEB)
For purposes of measuring the net OPEB liability, deferred outflows of resources and deferred inflows
of resources related to OPEB, and OPEB expense, information about the fiduciary net position of the
Authority’s plan (OPEB Plan) and additions to/deductions from the OPEB Plan’s fiduciary net position have
been determined on the same basis. For this purpose, benefit payments are recognized when currently due and
payable in accordance with the benefit terms. Investments are reported at fair value.
Generally accepted accounting principles require that the reported results must pertain to liability and
asset information within certain defined timeframes. For this report, the following timeframes are used.
Valuation Date

July 1, 2017

Measurement Date

June 30, 2018

Measurement Period

June 30, 2017 to June 30, 2018

Net Position
PARSAC adopted a Target Equity policy to ensure adequate overall funding of the pooled programs.
The policy designates that equity may be returned to members when (1) the overall confidence level exceeds
90%, (2) an additional amount equal to five times the self-insured retention has been set aside and (3) equity is
available to return in eligible years.
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(Continued)

The three methods approved for returning equity to members are, (1) the Retrospective Premium
Adjustment (RPA) process; (2) the Liability and Workers’ Compensation Program Rate Stabilization Fund,
and (3) an alternate use of equity approach.


The RPA process reconciles program year revenue and expenses. Claims in the Liability
Program become eligible for an RPA in the fifth year; thus, allowing the claims sufficient
time for development. Workers’ Compensation Program claims first become eligible for an
RPA in the eighth year.



The Liability Program Rate Stabilization Fund was established in 2009/10 from savings
realized when PARSAC changed excess programs. The policy limit for the fund was
increased to $750,000 and allows funds to be used to offset pool or excess premium rate
increases.



The Workers’ Compensation Program established a Rate Stabilization Fund. The policy
limits the fund balance to $500,000 and allows funds to be used to offset pool or excess
premium rate increases.



The Employment Practices Liability (EPL) Rate Stabilization Fund was established from an
ERMA dividend. The policy limits the fund balance to $500,000 to offset rate increases and
pay ERMA assessments.

Excess Insurance
PARSAC enters into agreements whereby it obtains excess coverage from other joint powers
authorities or insurance companies. PARSAC does not report excess insured risk as a liability unless it is
probable that a risk will not be covered by excess insurers. Settlements have not exceeded insurance coverage
in each of the past three years.
Revenue Recognition
Premium contributions are recognized as revenue when earned based upon the coverage period of the
related insurance. To the extent that allocated losses exceed premium contributions previously paid, interest
and other income, PARSAC can assess its member's additional contributions. Supplemental assessments are
recognized as income in the period assessed. Operating revenues and expenses include all activities necessary
to achieve the objectives of PARSAC. Non-operating revenues and expenses include investment activities,
rental income and other non-essential activity.
Use of Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions. These estimates and
assumptions affect the reported amounts of assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from these
estimates.
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(Continued)

Income Taxes
As a governmental agency PARSAC is exempt from both federal income and California state
franchise taxes.
Comparative Data
Selected information regarding the prior year has been included in the accompanying financial
statements. This information has been included for comparison purposes only and does not represent a
complete presentation in accordance with generally accepted accounting principles. Accordingly, such
information should be read in conjunction with the prior year financial statements, from which this data was
derived.

NOTE 2 - CASH AND CASH EQUIVALENTS:
Cash and cash equivalents as of June 30, 2019 consisted of the following:
Cash and cash equivalents:
Cash on hand
Cash in bank
LAIF
Money market accounts
Total

$

56
5,661,562
4,640,147
64,473
$10,366,238

Custodial Credit Risk
Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial
institution, a government will not be able to recover its deposits or will not be able to recover collateral
securities that are in the possession of an outside party. The custodial credit risk for investments is the risk
that, in the event of the failure of the counterparty (e.g., broker-dealer) to a transaction, a government will not
be able to recover the value of its investment or collateral securities that are in the possession of another party.
None of PARSAC’s investments were subject to custodial credit risk. Custodial credit risk does not apply to a
local government’s indirect investment in securities through the use of mutual funds or government investment
pools (such as LAIF). The California Government Code and PARSAC’s investment policy do not contain
legal or policy requirements that would limit the exposure to custodial credit risk for deposits or investments,
other than the following provision of deposits: The California Government Code requires that a financial
institution secure deposits made by state or local governmental units by pledging securities in an undivided
collateral pool held by a depository regulated under state law (unless so waived by the governmental unit).
The market value of the pledged securities in the collateral pool must equal at least 110% of the total amount
deposited by the public agencies. California law also allows financial institutions to secure public entity
deposits by pledging first trust deed mortgage notes having a value of 150% of the secured public deposits.
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As of June 30, 2019, none of PARSAC’s deposits with financial institutions in excess of federal
depository insurance limits were held in uncollateralized accounts.
Local Agency Investment Fund
PARSAC places certain funds with the State of California’s Local Agency Investment Fund (LAIF).
PARSAC is a voluntary participant in LAIF, which is regulated by California Government Code Section
16429 under the oversight of the Treasurer of the State of California and the Pooled Money Investment Board.
The State Treasurer’s Office pools these funds with those of other governmental agencies in the State and
invests the cash. The fair value of PARSAC’s investment in this pool is reported in the accompanying
financial statements based upon PARSAC’s pro-rata share of the fair value provided by LAIF for the entire
LAIF portfolio (in relation to the amortized costs of that portfolio). The monies held in the pooled investment
funds are not subject to categorization by risk category. The balance available for withdrawal is based on the
accounting records maintained by LAIF, which are recorded on an amortized cost basis.

NOTE 3 - INVESTMENTS:
At June 30, 2019, investments are reported at fair value and consisted of the following:
Federal Agency Bonds and Notes
U.S. Treasury Notes
Federal Agency Mortgage Obligations
Asset-Backed Securities
Supra-National Agency Obligations
Corporate Notes
Certificates of Deposit
Total Investments
Investments maturing within one year

$ 2,144,019
19,677,128
525,202
3,469,853
1,874,015
8,961,397
1,092,849
37,744,463
(2,334,902)

Long-term investments

$35,409,561

Disclosures Relating to Interest Risk Rate
Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of
an investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value
to changes in market interest rates. One of the ways that PARSAC manages its exposure to interest rate risk is
by purchasing a combination of shorter term and longer term investments and by timing cash flows from
maturities so that a portion of the portfolio is maturing or coming close to maturity evenly over time as
necessary to provide the cash flow and liquidity needed for operations.
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Information about the sensitivity of the fair values of PARSAC’s investments to market interest rate
fluctuations is provided by the following table that shows the distribution of PARSAC’s investments by
maturity at June 30, 2019:

Investment Type
Federal Agency Bonds and Notes:
FNMA
FHLB
U.S. Treasury Notes
Federal Agency Mortgage Obligations
Asset-Backed Securities
Supra-National Agency Obligations
Corporate Notes
Certificates of Deposit
Total

Remaining Maturity (in Months)
12 Months
13 to 24
25-60
or Less
Months
Months

Amount
$ 1,279,923
864,096
19,677,128
525,202
3,469,853
1,874,015
8,961,397
1,092,849
$37,744,463

$

$ 254,514
506,561

1,110,153
4,859,002
355,398
$7,085,628

2,334,902
$2,334,902

$ 1,025,409
864,096
19,170,567
525,202
3,469,853
763,862
1,767,493
737,451
$28,323,933

Investments with Fair Values Highly Sensitive to Interest Rate Fluctuations
PARSAC’s portfolio includes the following investments that are highly sensitive to interest rate
fluctuations (to a greater degree than already indicated in the information provided above).
Highly Sensitive Investments
Corporate Notes

Fair Value at Year End
$1,654,020

These securities are subject to early payment in a period of declining interest rates. The resultant
reduction in expected total cash flows affects the fair value of these securities and makes the fair value of these
securities highly sensitive to changes in interest rates.
Disclosures Relating to Credit Risk
Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the
holder of the investment. This is measured by the assignment of a rating by a nationally recognized statistical
rating organization. Presented below is the actual Standard and Poor’s rating as of June 30, 2019 for each
investment type:
Rating as of Year-End
Investment Type
Federal Agency Bonds and Notes:
FNMA
FHLB
U.S. Treasury Notes
Federal Agency Mortgage Obligations
Asset-Backed Securities
Supra-National Agency Obligations
Corporate Notes
Certificates of Deposit
Total

Amount
$ 1,279,923
864,096
19,677,128
525,202
3,469,853
1,874,015
8,961,397
1,092,849
$37,744,463

AAA
$

AA
$ 1,279,923
864,096
19,677,128
525,202

3,215,367
1,874,015
349,250

1,461,479

$5,438,632

$23,807,828
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A
$

Not
Rated

BBB
$

$

254,486
6,647,180
1,092,849
$7,740,029

503,488
$503,488

$254,486
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Concentration of Credit Risk
The investment policy of PARSAC places limits on the amount that may be invested in any one issuer.
The limits are applied at the time the investment decision is made. These limits are summarized as follows:
Limits per Issuer

Limit per Asset Class

30%
30%
5%
5%
10%
10%
5%
5%

No Limit
20%
25%
30%
25%
10%
20%
30%

Federal Agency Securities
Federal Agency Mortgage Obligations
Municipal Obligations
Corporate Notes
Commercial Paper
Supra-National Obligations
Asset Backed Securities
Certificates of Deposit

At June 30, 2019, there were no investments that represent more than five percent of total investments.
Fair Value Measurements
PARSAC categorizes its fair value measurements within the fair value hierarchy established by
generally accepted accounting principles. The hierarchy is based on the valuation inputs used to measure the
fair value of the asset. Level 1 inputs are quoted prices in active markets for identical assets; Level 2 inputs
are significant other observable inputs; Level 3 inputs are significant unobservable inputs.
PARSAC has the following recurring fair value measurements as of June 30, 2019:
Assets at Fair Value as of June 30, 2019:
Level 1
Debt Securities:
Federal Agency Bonds and Notes:
FNMA
FHLB
U.S. Treasury Notes
Federal Agency Mortgage Obligations
Asset-Backed Securities
Supra-National Obligations
Corporate Notes
Certificates of Deposit

$

Level 2

$1,279,923
864,096
19,677,128
525,202
3,469,853
1,874,015
8,961,397
1,092,849

Level 3

$

Total

$ 1,279,923
864,096
19,677,128
525,202
3,469,853
1,874,015
8,961,397
1,092,849

Debt securities classified in Level 2 of the fair value hierarchy are valued using a matrix pricing
technique.

24

PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2019
(Continued)

NOTE 4 - CAPITAL ASSETS:
PARSAC’s capital asset activity for the year ended June 30, 2019 is as follows:
Beginning
Balance
Capital assets not being depreciated
Land
Total capital assets not being depreciated

$ 515,861
515,861

Additions
$

$

Capital assets being depreciated
Building
Building improvements
Equipment
Vehicles
Total capital assets being depreciated

889,263
224,726
123,013
40,500
1,277,502

Less accumulated depreciation for:
Building
Building improvements
Equipment
Vehicles
Total accumulated depreciation

715,825
206,526
123,013
40,500
1,085,864

36,397

191,638
$ 707,499

(36,397)
$(36,397)

Total capital assets being depreciated net
Total capital assets, net

39,677

32,301
4,096
39,677

$ 9,099
8,189
18,199
910
$36,397
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39,677

$

Ending
Balance
$ 515,861
515,861

39,677

Depreciation expense was charged to the various programs as follows:
Liability
Workers’ Compensation
Building
Property

Retirements/
Adjustments

889,263
224,726
83,336
40,500
1,237,825

748,126
210,622
83,336
40,500
1,082,584
155,241
$ 671,102
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NOTE 5 - FACILITY EXPENSES:
PARSAC purchased an 8,700 square foot building in Sacramento in 1995. Of the 7,200 useable
square feet, PARSAC occupies approximately 3,576 square feet and historically has leased out the balance.
Due to the continued downward trend in the Sacramento commercial leasing market, approximately 3,639
square feet of unoccupied tenant space was converted to a conference facility. The space is available for
training and committee meetings. PARSAC will endeavor to lease the space when economic circumstances
improve. The tenant space was vacant during the 2019 fiscal year. For the period ended June 30, 2019, the
facility expenses were $98,438. For the 2018/2019 year, 50% of budgeted facility expenses were allocated to
the programs in the same proportion as general and administrative expenses.

NOTE 6 - RETROSPECTIVE PREMIUM ADJUSTMENTS:
PARSAC’s Joint Powers Agreement requires periodic evaluation of each programs’ equity. The
process is referred to as a Retrospective Premium Adjustment (RPA).
For the year ended June 30, 2019, the Board approved RPA’s in the Liability and Workers’
Compensation programs of $1,652,382 and $1,242,678, respectively.

NOTE 7 - UNPAID CLAIMS AND CLAIM ADJUSTMENT EXPENSES:
As discussed in Note 1, PARSAC establishes a liability for both reported and unreported insured
events, which includes estimates of both future payments of losses and related claim adjustment expenses, both
allocated and unallocated. The following represents changes in those aggregate liabilities during the years
ended June 30, 2019 and 2018.
2019
Unpaid claims and claim adjustment expenses at the beginning of the fiscal year

$20,258,451

2018
$17,727,199

Incurred claims and claim adjustment expenses:
Provision for covered events of the current fiscal year
Change in provision for covered events for prior fiscal years

5,093,396
1,375,031

5,195,675
(11,398)

Total incurred claims and claim adjustment expenses

6,468,427

5,184,277

Payments:
Claims and claim adjustment expenses attributable to
covered events of the current fiscal year
Claims and claim adjustment expenses attributable to
covered events of prior years

181,449

53,509

3,956,701

2,599,516

Total payments

4,138,150

2,653,025

$22,588,728

$20,258,451

Total unpaid claims and claim adjustment expenses at the end of the fiscal year
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The components of the unpaid claims and claim adjustment expenses as of June 30, 2019 and 2018
were as follows:

Claims reserves
Claims incurred but not reported (IBNR)
Unallocated loss adjustment expenses (ULAE)

2019

2018

$11,395,917
9,004,717
2,188,094

$ 9,076,905
9,228,779
1,952,767

$22,588,728

$20,258,451

The current and long-term portions of claims liabilities were $6,996,387 and $15,592,341,
respectively, as of June 30, 2019 and $5,786,539 and $14,471,912, respectively, as of June 30, 2018. At June
30, 2019 and 2018, the liability was reported at the present value using an expected future investment yield
assumption of 2.5% for both years presented for the Workers’ Compensation Program and 1.5% for both years
presented for the Liability Program. The total undiscounted liabilities as of June 30, 2019 and 2018 were
$24,672,874 and $22,190,378, respectively.

NOTE 8 - NET POSITION:
Net Position is the excess of all the Authority’s assets and deferred outflows over all its liabilities, and
deferred inflows. Net Position is divided into three categories as follows:
Net Investment in Capital Assets – This component of net position consists of capital assets, net
of accumulated depreciation, reduced by the outstanding balances of debt, if any, that are
attributable to the acquisition, construction, or improvement of those assets.
Restricted – This component of net position consists of restricted assets reduced by liabilities and
deferred inflows of resources related to those assets.
Unrestricted – This component of net position is the amount of the assets, deferred outflows of
resources, liabilities, and deferred inflows of resources that are not included in the determination
of net investment in capital assets or the restricted component of net position.
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PARSAC’s net position as of June 30, 2019 consists of the following:
Invested in capital assets
Unrestricted, designated for:
Errors and omission
Capital replacement
Grant program
Rate stabilization
Target equity
Contingency
Pension/OPEB Liability
Liability coverage expansion
Distributions to withdrawn members
EPL Coverage expansion
Liebert Cassidy Consortium
Litigation manager
Risk management training and consulting
Unallocated
Undesignated equity
Unrestricted Total
Net Position

$

671,102
100,000
266,032
884,664
1,754,650
7,500,000
100,000
88,628
815,000
458,234
360,184
332,300
100,000
154,000
506,517
11,353,554
24,773,763

$25,444,865

NOTE 9 - EMPLOYEE RETIREMENT SYSTEM:
Plan Description - Qualified employees are eligible to participate in the Authority’s cost-sharing
multiple employer defined benefits pension plan (PERF C) administered by the California Public Employees’
Retirement system (CalPERS). Benefit provisions under the Plan are established by State statute and Authority
resolution. CalPERS issues publicly available reports that include a full description of the pension plans
regarding benefit provisions, assumption and membership information that can be found on the CalPERS
website.
PARSAC’s plan had less than 100 active members as of June 30, 2018 actuarial valuation. As a result,
PARSAC is required to participate in a larger Miscellaneous Employee Risk Pool.
Benefits Provided – CalPERS provides service retirement and disability benefits, annual cost of living
adjustments and death benefits to plan members, who must be public employees or their beneficiaries. Benefits
are based on years of credited service, equal to one year of full time employment. Members with five years of
total service are eligible to retire at age 50 for employees hired before January 1, 2013 or age 52 for employees
hired on or after January 1, 2013 with statutorily reduced benefits. The Basic Death benefit is provided. The
cost of living adjustment has a maximum increase of 5%.
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Effective January 1, 2013, CalPERS instituted a new pension plan as a result of the Public Employee
Pension Reform Act (PEPRA). Employees hired from that date on are subject to the new 2% at 62 benefit
formula. The 2.5% at 55 benefit formula has been closed to new hires from January 1, 2013 on, unless they
meet the rules for a CalPERS Classic employee. A Classic employee is already CalPERS member through
prior employment and was employed by a CalPERS member within the last 6 months. See the CalPERS
website for more information.
The Plan provisions and benefits in effect during the year ended June 30, 2019 are summarized as
follows:
Hire date
Benefit formula
Benefit vesting schedule
Benefit payments
Retirement age
Monthly benefits, as a % of eligible compensation
Final compensation period
Required employee contribution rates
Required employer contribution rates
Unfunded liability payment

Miscellaneous
On or after January 1, 2013
Prior to January 1, 2013
2.5% @ 55
2% @ 62
5 years service
5 years service
Monthly for life
Monthly for life
50 – 55
52 – 67
2.0% - 2.5%
1.0% - 2.5%
1 year
3 years
8.0%
6.5%
11.778%
7.383%
$11,650
$1,451

Contributions
Section 20814(c) of the California Public Employees’ Retirement Law (PERL) requires that the
employer contribution rates for all public employers be determined on an annual basis by the actuary effective
on the July 1 following notice of a change in the rate. The total plan contributions are determined through the
CalPERS’ annual actuarial valuation process. For public agency cost-sharing plans covered by the
Miscellaneous risk pool, the Plan’s actuarially determined rate is based on the estimated amount necessary to
pay the Plan’s allocated share of the risk pool’s costs of benefits earned by employees during the year, and any
unfunded accrued liability. The employer is required to contribute the difference between the actuarially
determined rate and the contribution rate of employees. For the year ended June 30, 2019 and June 30, 2018,
PARSAC’s contributions to the plan were $75,520 and $70,477, respectively. During the 2015/16 year,
PARSAC made a lump sum payment of $681,032 on its’ unfunded pension liability. That payment is being
amortized to pension expense over a 3.8 year period. The unamortized portion of $143,375 is included in
deferred outflow of resources.
Pension Liabilities, Pension Expense, and Deferred Outflows of
Resources and Deferred Inflows of Resources Related to Pensions
At June 30, 2019, PARSAC reported a liability of $334,001 for its proportionate share of the net
pension liability. The net pension liability was measured as of June 30, 2018 and the total pension liability
used to calculate the net pension liability was determined by an actuarial valuation as of that date. PARSAC’s
proportion of the net pension liability was based on a projection of PARSAC’s long-term share of
contributions to the pension plan relative to the projected contributions of all participating employers in the
Miscellaneous Risk Pool, actuarially determined.
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PARSAC’s proportionate share of the net pension liability as of the June 30, 2018 and June 30, 2017
measurement dates was as follows:
Measurement Date
June 30,
2018
2017
Net Pension Liability – PARSAC

$

334,001

Total Miscellaneous Risk Pool Pension Liability

$3,768,713,117

PARSAC’s Proportion of the Total Liability

$

365,041

$3,942,047,621

.0089%

.0093%

For the year ended June 30, 2019, PARSAC recognized pension expense of $291,445. Pension
expense represents the change in the net pension liability during the measurement period, adjusted for actual
contributions and the deferred recognition of changes in investment gain/loss, actuarial gain/loss, actuarial
assumptions or method, and plan benefits. At June 30, 2019, PARSAC reported deferred outflows of
resources and deferred inflows of resources related to pensions from the following sources:
Deferred Outflow
of Resources
Pension contributions subsequent to the measurement date
Unamortized lump sum payment on unfunded liability
Changes of assumptions

$ 75,520
143,375
86,568

Net difference between projected and actual
earnings on retirement plan investments

Deferred Inflow
of Resources
$

4,973

Differences between expected and actual experiences

25,460
$335,896

$

Deferred outflows of resources of $75,520 relate to contributions subsequent to the measurement date
that will be recognized as a reduction of the net pension liability in the year ended June 30, 2019. Other
amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions will
be recognized in pension expense as follows:
Year Ending June 30,

Amount

2019
2020
2021
2022

$ 98,833
57,217
(30,002)
(9,047)
$117,001
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Actuarial Assumptions
For the measurement period ending June 30, 2018 (the measurement date), the total pension liability
was determined by rolling forward the June 30, 2017 total pension liability. The June 30, 2018 pension
liability was based on the following actuarial methods and assumptions.
Actuarial Cost Method
Actuarial Assumptions
Discount Rate
Inflation
Salary Increases
Mortality Rate Table (1)
Post Retirement Benefit
Increase
(1)

Entry Age Normal
7.15%
2.50%
Varies by Entry Age and Service
Derived using CalPERS’ Membership Data for all Funds
Contract COLA up to 2.50% until Purchasing Power
Protection Allowance Floor on Purchasing Power applies

The mortality table used was developed based on CalPERS-specific data. The table
includes 15 years of mortality improvements using Society of Actuaries Scale 90% of
scale MP 2016.

Discount Rate
The discount rate used to measure the total pension liability for PERF C was 7.15%. The projection of
cash flows used to determine the discount rate assumed that contributions from plan members will be made at
the current member contribution rates and that contributions from employers will be made at statutory required
rates, actuarially determined. Based on those assumptions, the Plan’s fiduciary net position was projected to
be available to make all projected future benefit payments of current plan members. Therefore, the long-term
expected rate of return on plan investments was applied to all periods of projected benefit payments to
determine the total pension liability.
Long-Term Expected Rate of Return
The long-term expected rate of return on pension plan investments was determined using a buildingblock method in which expected future real rates of return (expected returns, net of pension plan investment
expense and inflation) are developed for each major asset class.
In determining the long-term expected rate of return, CalPERS took into account both short-term and
long-term market return expectations as well as the expected pension fund cash flows. Using historical returns
of all the funds’ asset classes, expected compound (geometric) returns were calculated over the short-term
(first 10 years) and long-term (11+ years) using a building-block approach. Using the expected nominal
returns for both short-term and long-term, the present value of benefits was calculated. The expected rate of
return was set by calculating the rounded single equivalent expected return that arrived at the same present
value of benefits for cash flows as the one calculated using both short-term and long-term returns. The
expected rate of return was then set to equal the single equivalent rate calculated above and adjusted to account
for assumed administrative expenses.
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The expected real rates of return by asset class are as follows:

Asset Class1
Global equity
Fixed income
Inflation assets
Private equity
Real assets
Liquidity

Assumed
Asset
Allocation
50.00%
28.00
8.00
13.00
1.00

Real
Return
Years 1-102
4.80%
1.00
0.77
6.30
3.75

Real
Return
Years 11+3
5.98%
2.62
1.81
7.23
4.93
(0.92)

(1) In the System’s CAFR, Fixed income is included in Global Debt Securities; Liquidity is
included in Short-term Investments; Inflation Assets are included in both Global Equity
Securities and Global Debt Securities.
(2) An expected inflation of 2.00% used for this period.
(3) An expected inflation of 2.92% used for this period.
Amortization of Deferred Outflows and Deferred Inflows of Resources
The Net Difference Between Projected and Actual Investment Earnings on Pension Plan Investments
is amortized over a five-year period on a straight-line basis. One-fifth is recognized in pension expense during
the measurement period, and the remaining Net Difference Between Projected and Actual Investment Earnings
on Pension Plan Investments is amortized over the remaining amortization periods. The Net Difference
Between Projected and Actual Investment Earnings on Pension Plan Investments in the Schedule of Collective
Pension Amounts represents the unamortized balance relating to the current measurement period and the prior
measurement periods on a net basis.
Deferred outflows of resources and deferred inflows of resources relating to Differences Between
Expected and Actual Experience and Changes of Assumptions should be amortized over the Expected Average
Remaining Service Lifetime (EARSL) of members provided with pensions through the Plan determined as of
the beginning of the related measurement period. The EARSL for the June 30, 2018 measurement date is 3.8
years.
Sensitivity of PARSAC’s Proportionate Share of the Net Pension Liability to Changes in the Discount Rate
The following presents PARSAC’s proportionate share of the net pension liability as of the
measurement date calculated using the discount rate of 7.15 percent, as well as what the proportionate share of
the net pension liability would be if it were calculated using a discount rate that is 1-percentage point lower
(6.15 percent) or 1-percentage point higher (8.15 percent) than the current rate:
1% Decrease
6.15%
PARSAC’s proportionate share of the
net pension plan liability

$536,498
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Discount Rate
7.15%

$334,001

1% Increase
8.15%

$166,843
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Pension fund fiduciary net position
Detailed information about the pension fund’s fiduciary net position is available in the separately
issued CalPERS CAFR.
Payable to Pension Plan
At June 30, 2019, the Authority reported a payable of $0 for the outstanding amount of contributions
to the pension plan required for the year ended June 30, 2019.
NOTE 10 - OTHER POSTEMPLOYMENT BENEFITS (OPEB):
PARSAC provides post-retirement health care benefits for employees who satisfy the requirements for
retirement under CalPERS. Through December 31, 2015, PARSAC paid 100% of the medical premium and
80% of the dependent’s premium for active and retired employees. From January 1, 2016 through July 31,
2016, PARSAC’s maximum medical premium benefits were $814 for a single employee, $1,627 for an
employee and one family member, and $2,085 for an employee and two or more family members. From
August 1, 2016 through June 30, 2019, PARSAC reverted back to paying 100% of the medical premium and
80% of the dependent’s premium for active and retired employees.
Employees Covered
As of the July 1, 2017 actuarial valuation, the following current and former employees were covered
by the benefit terms under the Plan:
Active employees
Inactive employees currently receiving benefits
Total

5
3
8

Contributions
PARSAC contributions to the Plan occurred as benefits are paid to retirees or as contributions to the
OPEB trust.
Net OPEB Liability
The Authority’s net OPEB liability was measured as of June 30, 2018, and the total OPEB liability
used to calculate the net OPEB liability was determined by an actuarial valuation dated July 1, 2017.
Actuarial Assumptions:
The total OPEB liability in the July 1, 2017 actuarial valuation was determined using the following
actuarial methods of assumptions:
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Discount Rate
Inflation
Salary Increases
Investment Rate of Return
Healthcare Cost Trend Rates

6.00%
2.75%
3.25%
6.00%
7.50% as of July 1, 2018, decreasing .50% per year to
5.00% for years 2025 and thereafter

Mortality Improvements

Based on data from two published sources (1) the Society of Actuaries
Mortality Improvement Scale MP 2016 and (2) the demographic
assumptions used in the 2016 Annual Report of the Board of Trustees of
the Federal Old-Age and Survivors Insurance and Federal Disability
Insurance Trust Funds

Medicare Eligibility

Absent contrary data, all individuals are assumed to be eligible for
Medicare Part A and Part B at age 65

OPEB trust assets are assumed to remain in the California Employers’ Retiree Benefit Trust Asset
Allocation Strategy 1. The future long-term rate of return on trust assets assumed in the July 1, 2017 valuation
was 6%. The asset classes and target allocation for Strategy 1 investments are as follows:

Asset Class
Global equity
Fixed income
Treasury inflation-protected securities
Real estate investments
Commodities

Target
Allocation

59%
25%
5%
8%
3%
100%

Years 1-10
Expected Real
Rate of Return
4.80%
1.10%
0.25%
3.20%
1.50%

Years 11+
Expected Real
Rate of Return
5.98%
2.62%
1.46%
5.00%
2.87%

Discount Rate
The discount rate used to measure the total OPEB liability was 6.00 percent. The projection of cash
flows used to determine the discount rate assumed that Authority contributions will be made at rates equal to
the actuarially determined contribution rates. Based on those assumptions, the OPEB plan’s fiduciary net
position was projected to be available to make all projected OPEB payments for current active and inactive
employees and beneficiaries. Therefore, the long-term expected rate of return on OPEB plan investments was
applied to all periods of projected benefit payments to determine the total OPEB liability.
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Changes in the OPEB Liability
The changes in the net OPEB liability for the Plan are as follows:
Increase (Decrease)
Plan
Net
Fiduciary
OPEB
Net Position
Liability/(Asset)
(b)
(c) = (a) - (b)

Total
OPEB
Liability
(a)
Balance at June 30, 2018
(Valuation Date July 1, 2017)

$1,191,023

Changes recognized for the measurement period:
Service cost
Interest
Contributions – employer
Net investment income
Benefit payments
Administrative expenses
Other expenses

$1,380,597

55,881
73,142
184,142
110,135
(55,750)
(771)
(1,827)

(55,750)

Net Changes
Balance at June 30, 2019
(Measurement Date June 30, 2018)

$(189,574)

55,881
73,142
(184,142)
(110,135)
771
1,827

73,273

235,929

(162,656)

$1,264,296

$1,616,526

$(352,230)

Sensitivity of the Net OPEB Liability to Changes in the Discount Rate
The following presents the net OPEB liability of the Authority if it were calculated using a discount
rate that is one percentage point lower or one percentage point higher than the current rate, for measurement
period ended June 30, 2018:

Total OPEB Liability
Net OPEB Liability (Asset)

1% Decrease
(5.00%)

Current
Discount Rate
(6.00%)

1% Increase
(7.00%)

$1,406,531
$ (209,995)

$1,264,296
$ (352,230)

$1,145,801
$ (470,725)
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Sensitivity of the net OPEB liability to changes in the healthcare cost trend rates
The following presents the net OPEB liability of the Authority, as well as what the Authority’s net
OPEB lability would be if it were calculated using healthcare cost trend rates that are 1-percentage-point lower
or 1-percentage-point higher than the current healthcare cost trend rates:

Total OPEB Liability
Net OPEB Liability (Asset)

1% Decrease
(7.0%)

Healthcare Cost
Trend Rates
(8.0%)

1% Increase
(9.0%)

$1,129,782
$ (486,744)

$1,264,296
$ (352,230)

$1,433,705
$ (182,821)

OPEB Plan Fiduciary Net Position
Detailed information about the OPEB plan’s fiduciary net position is available in the separately issued
CalPERS financial report.
Payable to the OPEB Plan
At June 30, 2019, the Authority reported a payable of $0 for the outstanding amount of contributions
to the OPEB plan required for the year ended June 30, 2019.
OPEB Expense and Deferred Outflows/Inflows of Resources Related to OPEB
For the fiscal year ended June 30, 2019, the Authority recognized OPEB expense of $49,934. As of
fiscal year ended June 30, 2019, the Authority reported deferred outflows of resources related to OPEB from
the following sources.
Deferred
Outflows
of Resources
OPEB contributions subsequent to measurement date
Changes of assumptions
Differences between expected and actual experience
Net differences between projected and actual
earnings on OPEB plan investments

$ 55,716
75,686

Total

$131,402
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The $55,716 reported as deferred outflows of resources related to contributions subsequent to the June
30, 2018 measurement date will be recognized as a reduction of the net OPEB liability during the fiscal year
ending June 30, 2019. Other amounts reported as deferred outflows of resources related to OPEB will be
recognized as expense as follows:

Fiscal Year
Ended June 30:

Net Deferred
Outflows/(Inflows)
of Resources

2020
2021
2022
2023

$(39,229)
(30,968)
(6,980)
(4,705)

NOTE 11 - JOINT POWERS AGREEMENT:
PARSAC participates in joint ventures under several Joint Powers Agreements (JPA) with Local
Agency Workers’ Compensation Excess JPA (LAWCX), Employment Risk Management Authority (ERMA)
and California State Association of Counties Excess Insurance Authority (CSAC-EIA). The relationship is
such that LAWCX, ERMA and CSAC-EIA are not component units of PARSAC for financial reporting
purposes.
ERMA arranges for and provides up to $975,000 employment practices liability coverage in excess of
the self-insured retention while CSAC-EIA provides $49 million excess liability insurance coverage (including
employment practices) above PARSAC’s $1 million retention. LAWCX provides excess workers’
compensation insurance coverage for losses in excess of $500,000 up to statutory limits.
ERMA, CSAC-EIA and LAWCX are governed by Boards with member agency representation. Their
respective Boards control the operations, including selection of management and approval of operating
budgets, independent of any influence by the member agencies beyond their representation on the board. Each
member agency pays a premium commensurate with the level of coverage requested and shares surpluses and
deficits proportionate to their participation. Complete financial statements of ERMA, CSAC-EIA and
LAWCX may be obtained from each agency, respectively.
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Summary of Excess Joint Powers Agreements
LAWCX

CSAC-EIA

ERMA

Purpose

To self-insure and pool
excess workers’
compensation losses

To provide coverage relating to
Worker’s Compensation, General
Liability Medical Malpractice,
Property and Employee Medical
Plans

To provide
employment liability
coverage to California
Public Entities

Participants

23 municipalities, 11 joint
powers authorities, and
one special district

55 counties and 317 public
entities including cities, school
districts, special districts and
other joint powers authorities

10 joint powers
authorities

Governing Board

Consisting of one member
from each participating
agency

Consisting of one member from
each participating member
county and seven members
elected by the public entity
membership

Consisting of one
member from each
participating agency

$1,305,740

$1,454,173

Payments for the
Current Year

$1,220,212

Condensed Financial information
LAWCX
June 30, 2018*

CSAC-EIA
June 30, 2018*

Total assets and deferred outflows of resources

$102,071,018

$836,033,671

$25,136,193

Total liabilities and deferred inflows of resources

$ 82,511,366

$713,463,077

$12,618,955

Net position

$ 19,559,652

$122,570,594

$12,517,238

Revenues

$ 24,741,851

$895,529,924

$ 7,051,509

Expenses

$ 18,491,032

$907,285,224

$ 8,394,497

Change in net position

$ 6,250,819

$ (11,755,300)

$ (1,342,988)

*Most recent information available
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ERMA
June 30, 2018*
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(Continued)

NOTE 12 – LAWCX ASSESSMENT:
In June, 2018, the LAWCX board approved a Deficit Curing and Assessment Plan (Plan) totaling
approximately $9.5 million to address funding deficits in program years that are at least ten years old.
PARSAC’s portion of the assessment is $378,504. The plan provides members the option of paying the
assessment over a ten year period beginning with the 2019/2020 fiscal year or prepaying the entire assessment
at a 10% discount. The current and long-term portion of the assessment were $37,850 and $340,654,
respectively, as of June 30, 2019.

NOTE 13 – CONTINGENCIES:
PARSAC is subject to legal proceedings and claims which arise in the ordinary course of business. In
the opinion of management, the amount of ultimate liability with respect to these actions will not materially
affect the financial position or results of operations of PARSAC.
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California Public Employees Retirement System (CalPERS) – Schedule of PARSAC’s Proportionate
Share of the Net Pension Liability – Last 10 Years*
Measurement Period
PARSAC’s proportion of the net pension liability (asset)
PARSAC’s proportionate share of the net pension liability (asset)
PARSAC’s covered-employee payroll
PARSAC’s proportionate share of the net pension liability (asset)
as a percentage of its covered-employee payroll
PARSAC’s fiduciary net position as a percentage of the
total pension liability

June 30, 2018

June 30, 2017

June 30, 2016

June 30, 2015

.00886%
$334,001
$591,021

.00926%
$365,041
$598,184

.00788%
$273,773
$636,146

.02594%
$ 711,593
$ 570,359

56.51%

61.02%

43.04%

124.76%

91.63%

92.60%

78.94%

92.59%

California Public Employees Retirement System (CalPERS) – Schedule of PARSAC’s Contributions –
Last 10 Years*
June 30, 2019

June 30, 2018

June 30, 2017

June 30, 2016

Actuarially determined contribution
Contributions in relation to the actuarially determined contribution
Contribution deficiency (excess)

$ 75,520
(75,520)
$
0

$ 70,477
(70,477)
$
0

$ 56,104
(56,104)
$
0

$ 118,864
(799,896)
$(681,032)

PARSAC’s covered-employee payroll
Contributions as a percentage of covered-employee payroll

$644,516
11.72%

$591,021
11.92%

$598,184
9.38%

$ 636,146
125.741%

*Historical information is only required for measurement periods for which GASB 68 is applicable.
Notes to Schedule
The actuarial methods and assumptions used to determine contribution rates for fiscal year ended June
30, 2019 was from the June 30, 2016 valuation date.
Actuarial Cost Method
Actuarial Assumptions:
Discount Rate
Inflation
Salary Increases
Investment Rate of Return
Mortality (3)
Post Retirement Benefit Increases
(1)
(2)
(3)

(4)

Entry-Age Normal
7.50%
2.75%
Varies (1)
7.5% (2)
CalPERS’ Membership Data
Up to 2.75% (4)

3.30% to 14.20% depending on age, service and type of employment
Net of pension plan investment and administrative expenses, including inflation
The mortality table used was developed based on CalPERS specific data. The table includes 20
years of mortality improvements using Society of Actuaries Scale BB. For more details on this
table, please refer to the 2014 experience study report.
Contract COLA up to 2.75% until Purchasing Power Protective Allowance Floor on Purchasing
Power applies.
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PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
SCHEDULE OF CHANGES IN THE NET OPEB LIABILITY AND RELATED RATIOS

Measurement
Period Ending
June 30, 2018
Total OPEB Liability
Service cost
Interest cost
Benefit payments

$

Net change in total OPEB liability
Total OPEB liability – beginning
Total OPEB liability – ending (a)

55,881
73,142
(55,750)
73,273
1,191,023
$1,264,296

Net change in plan fiduciary net position
Plan fiduciary net position – beginning
Plan fiduciary net position – ending (b)

$184,142
86,610
(55,750)
23,525
(771)
(1,827)
235,929
1,380,597
$1,616,526

Net OPEB (asset) liability – ending (a)-(b)

$ (352,230)

Fiduciary Net Position
Employer contributions
Net investment income
Benefit payments
Investment experience
Administrative expenses
Other expenses

Plan fiduciary net position as a percentage of the total OPEB liability
Covered-employee payroll

Net OPEB liability as a percentage of covered-employee payroll

127.86%
$606,119

(58.11)%

Notes to Schedule:
Changes in Assumptions
Mortality Improvement

Future rates of mortality were projected to improve on a generational basis
using McLeod Watts Scale 2017, rather than modified Scale MP-2014;
this new scale generally results in lower improvement (i.e. shorter life
expectancy than previously projected).

Healthcare Trend

Medical plan premium rates are assumed to increase at slightly higher rates
than was assumed in the prior valuation, with the ultimate trend of 5.0%
per year, rather than 4.5% per year assumed in the prior valuation.

Historical information is required only for measurement periods for which GASB 75 is applicable.
Future years’ information will be displayed up to 10 years as information becomes available.
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SCHEDULE OF CONTRIBUTIONS

Year Ended
June 30, 2019
Actuarially Determined Contribution (ADC)
Contributions in relation to the ADC
Contribution deficiency (excess)

$ 55,716
(55,716)
$

Covered-employee payroll

$719,808

Contributions as a percentage of covered-employee payroll

7.74%

Notes to Schedule:
Actuarial methods and assumptions used to set the actuarially determined contributions for Fiscal
Year 2019 were from the July 1, 2017 actuarial valuation.

Methods and assumptions used to determine contributions:
Funding Method

Entry Age Normal Cost, level percent of pay

Asset Valuation Method

Market value of assets

Long Term Return on Assets

6.0%

Discount Rate

6.0%

Participants Valued

Only current active employees and retired participants and
covered dependents are valued. No future entrants are
considered in this valuation.

Salary Increase

3.25% per year used only to allocate the cost of benefits
between service years.

General Inflation Rate

2.75% per year

Mortality

Based on rates published by CalPERS in their January
2014 experience study, adjusted to back out 20 years of
Scale BB to central year 2008.
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PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
CLAIMS DEVELOPMENT INFORMATION
JUNE 30, 2019

The following tables illustrate how PARSAC’s earned revenue (net of reinsurance) and investment
income compare to related costs of loss (net of loss assumed by reinsurers) and other expenses assumed by
the Program for its most current ten year period. The claims development information is presented on an
undiscounted basis; however, all claims liabilities reported in the basic financial statements are on a
discounted basis.
The rows of the tables are defined as follows:
(1)

This line shows the total of each fiscal year’s earned deposit premiums and cumulative
investment income less ceded (excess insurance cost) to arrive at net earned contribution.

(2)

This line shows each fiscal year’s other operating costs of the Program including overhead
and loss adjustment expenses not allocable to individual claims.

(3)

This line shows the cumulative Retrospective Premium Adjustment attributed to the
program year.

(4)

This line shows the Program’s gross incurred losses and allocated loss adjustment expense,
losses assumed by reinsurers, and net incurred losses and loss adjustment expense (both
paid and accrued) as originally reported at the end of the year in which the event that
triggered coverage occurred (called program year).

(5)

This section of rows shows the cumulative net amounts paid as of the end of successive
years for each program year.

(6)

This line shows the latest reestimated amount of losses assumed by reinsurers for each
program year.

(7)

This section of rows shows how each program year’s net amount of losses increased or
decreased as of the end of successive years. (This annual reestimation results from new
information received on known losses, reevaluation of existing information on known
losses, and emergence of new losses not previously known.)

(8)

This line compares the latest reestimated net incurred losses amount to the amount
originally established (line 3) and shows whether this latest estimate of losses is greater or
less than originally thought. As data for individual program years mature, the correlation
between original estimates and reestimated amounts is commonly used to evaluate the
accuracy of net incurred losses currently recognized in less mature program years. The
columns of the table show data for successive program years.
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CLAIMS DEVELOPMENT INFORMATION – LIABILITY PROGRAM
JUNE 30, 2019
2009/2010

2010/2011

2011/2012

2012/2013

2013/2014

$ 6,151,209
355,614
(2,150,701)
4,356,122

$ 5,611,397
47,253
(2,076,835)
3,581,815

$ 5,170,965
201,312
(1,826,029)
3,546,248

$ 5,018,835
29,515
(1,763,653)
3,284,697

$ 4,955,830
153,906
(1,693,021)
3,416,715

$ 4,790,931
132,202
(1,819,767)
3,103,366

$ 5,619,398
123,097
(1,883,768)
3,858,727

823,872

951,412

1,032,129

1,193,577

1,222,422

3,819,701
(2,150,701)

4,272,631
(2,076,835)

3,322,691
(1,826,029)

3,055,557
(1,763,653)

2,995,750
(1,693,021)

1,669,000

2,195,796

1,496,662

1,291,904

5. Cumulative paid
End of program year
One year later
Two years later
Three years later
Four years later
Five years later
Six years later
Seven years later
Eight years later
Nine years later

10,188
107,203
243,228
420,070
674,124
837,549
844,943
851,096
892,895
856,689

376,100
1,742,107
2,553,601
4,108,727
4,076,697
3,798,617
3,798,617
3,798,617
3,799,037

76,244
113,202
331,565
477,965
800,775
813,906
859,652
861,210

6. Reestimated ceded claims and expenses

297,402

5,444,484

7. Reestimated net incurred claims and expenses:
End of program year
One year later
Two years later
Three years later
Four years later
Five years later
Six years later
Seven years later
Eight years later
Nine years later

1,669,000
1,622,434
1,218,786
970,136
932,997
897,064
913,965
897,819
899,787
856,689

2,195,796
4,504,407
4,355,597
4,537,713
3,852,457
3,832,854
3,964,475
3,992,534
3,799,037

8. Increase (Decrease) In Estimated Incurred
Claims Expense From End of Program Year

$ (812,311)

1. Required contribution and investment revenue:
Earned contribution
Investment income
Ceded
Net earned required contribution
2. Unallocated expenses

912,830

2014/2015

2015/2016

2016/2017

2017/2018

2018/2019

$ 6,594,592
135,098
(2,348,770)
4,380,920

$ 6,444,937
105,084
(2,313,221)
4,236,800

$ 7,356,369
186,462
(2,674,385)
4,868,446

1,356,819

1,019,242

1,303,474

1,486,879

3,303,975
(1,819,767)

4,122,614
(1,883,768)

4,309,013
(2,348,770)

4,381,683
(2,313,221)

4,642,848
(2,674,385)

1,302,729

1,484,208

2,238,846

1,960,243

2,068,462

1,968,463

58,331
968,393
2,783,180
2,545,782
2,545,782
2,545,781
2,545,781

6,239
68,772
244,579
1,270,469
1,273,019
1,273,019

428
317,488
512,394
769,157
807,562

68,402
297,167
568,615
1,731,040

68,294
87,320
251,636

9,548
558,144

59,717

1,349,788

813,557

1,761,286

401,307

286,775

1,291,904
2,232,323
3,342,314
2,744,864
2,659,294
2,631,922
2,630,651

1,302,729
2,065,094
1,763,895
1,519,688
1,324,415
1,284,744

1,484,208
1,591,295
1,403,986
1,392,835
1,852,744

2,238,846
2,038,910
2,646,387
3,381,403

1,960,243
2,716,485
3,575,210

2,068,462
2,310,553

1,968,463

$ 368,536

$ 1,142,557

$ 1,614,967

$ 242,091

3. Cumulative retrospective premium adjustment
4. Estimated incurred claims and expense
End of year
Ceded
Net incurred

$ 1,603,241

1,496,662
1,010,115
1,252,773
1,149,776
1,148,121
1,082,414
983,310
861,210

$ (635,452)

$ 1,338,747
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PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
CLAIMS DEVELOPMENT INFORMATION – WORKERS’ COMPENSATION PROGRAM
JUNE 30, 2019
1. Required Contribution, Interest and Ceded:
Earned contribution
Investment income
Ceded
Net earned required contribution
2. Unallocated expenses

2009/2010

2010/2011

2011/2012

2012/2013

2013/2014

2014/2015

2015/2016

2016/2017

2017/2018

2018/2019

$4,236,980
148,145
(533,133)
3,851,992

$4,018,631
110,760
(466,973)
3,662,418

$4,019,138
162,233
(504,676)
3,676,695

$4,374,293
173,538
(569,381)
3,978,450

$4,600,740
221,310
(587,538)
4,234,512

$5,128,707
189,087
(749,950)
4,567,844

$ 5,896,010
283,342
(1,013,246)
5,166,106

$ 6,390,636
170,173
(1,139,984)
5,420,825

$ 6,353,866
127,415
(1,583,167)
4,898,114

$ 6,569,207
241,763
(1,305,740)
5,505,230

701,539

697,023

774,346

861,269

1,024,128

1,006,121

1,115,269

1,054,412

1,237,881

1,377,981

4. Estimated incurred claims and expenses
End of year
Ceded
Net incurred

3,047,133
533,133
2,514,000

3,116,913
466,973
2,649,940

2,947,775
504,676
2,443,099

3,177,578
569,381
2,608,197

3,166,911
587,538
2,579,373

3,196,846
749,950
2,446,896

3,736,051
1,013,246
2,722,805

3,983,535
1,139,984
2,843,551

4,582,963
1,583,167
2,999,796

4,300,476
1,305,740
2,994,736

5. Net paid (cumulative) as of:
End of program year
One year later
Two years later
Three years later
Four years later
Five years later
Six years later
Seven years later
Eight years later
Nine years later

219,656
933,685
1,701,452
2,225,615
2,446,438
2,491,609
2,615,759
2,636,266
2,689,327
2,690,502

327,068
1,021,428
1,600,764
2,063,292
2,447,515
2,504,657
2,560,541
2,618,532
2,753,455

259,023
568,269
704,749
902,159
1,184,416
1,256,655
1,341,890
1,432,084

450,566
575,029
819,575
1,038,746
1,173,941
1,396,499
1,541,463

506,452
853,751
1,158,212
1,384,475
1,586,181
1,650,756

65,369
594,499
738,995
1,188,705
1,488,689

60,730
193,811
328,416
427,143

44,052
210,747
689,827

43,961
476,414

121,732

6,428,163

47,152

23,016

2,994,736

3. Cumulative Retrospective Premium Adjustment

6. Re-estimated ceded claims and expenses

534,381

7. Re-estimated incurred claims and expenses:
End of program year
One year later
Two years later
Three years later
Four years later
Five years later
Six years later
Seven years later
Eight years later
Nine years later

2,514,000
3,000,918
3,054,650
3,133,259
3,057,743
3,082,586
3,017,793
3,028,189
2,874,729
3,065,460

2,649,940
2,896,938
3,127,162
3,988,341
3,638,269
3,599,563
3,363,242
3,349,876
3,370,782

2,443,099
2,023,709
2,027,324
1,822,596
1,920,913
2,092,859
1,867,023
1,791,902

2,608,197
1,973,948
1,714,030
1,971,006
2,145,541
2,054,153
2,373,218

2,579,373
2,148,473
2,254,700
2,369,248
2,265,120
2,268,316

2,446,896
2,095,952
2,008,362
2,283,915
2,221,078

2,722,805
2,154,936
1,715,975
1,321,900

2,843,551
2,333,605
2,234,601

2,999,796
2,503,226

8. Increase (decrease) in estimated incurred
Claims expense from end of program year

$ 551,460

$ 720,842

$ (651,197)

$ (234,979)

$ (311,057)

$ (225,818)

$(1,400,905)

$ (608,950)

$ (496,570)
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PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
RECONCILIATION OF CLAIMS LIABILITIES BY TYPE OF CONTRACT
LIABILITY PROGRAM
FOR THE YEARS ENDED JUNE 30, 2019 AND 2018

Unpaid claims and claim adjustment expenses at beginning
of the fiscal year
Incurred claims and claim adjustment expenses:
Provision for covered events of the current fiscal year
Change in provision for covered events
for prior fiscal years
Total incurred claims and claim adjustment expenses

2019

2018

$ 8,441,358

$5,751,872

2,054,856

2,174,673

1,749,930

1,161,993

3,804,786

3,336,666

Payments:
Claims and claim adjustment expenses attributable to
covered events of the current fiscal year
Claims and claim adjustment expenses attributable to
covered events of prior years

59,717

9,548

1,924,215

637,632

Total payments

1,983,932

647,180

$10,262,212

$8,441,358

Total unpaid claims and claim adjustment expenses at the
end of the fiscal year

The components of the unpaid claims and claim adjustment expenses as of June 30, 2019 and 2018
were as follows:

Claims reserves
Claims incurred but not reported (IBNR)
Unallocated loss adjustment expenses (ULAE)
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2019

2018

$ 6,485,132
3,030,740
746,340

$4,705,967
3,087,023
648,368

$10,262,212

$8,441,358

PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
RECONCILIATION OF CLAIMS LIABILITIES BY TYPE OF CONTRACT
WORKERS’ COMPENSATION PROGRAM
FOR THE YEARS ENDED JUNE 30, 2019 AND 2018

Unpaid claims and claim adjustment expenses at beginning
of the fiscal year
Incurred claims and claim adjustment expenses:
Provision for covered events of the current fiscal year
Change in provision for covered events
for prior fiscal years
Total incurred claims and claim adjustment expenses

2019

2018

$11,817,093

$11,975,327

3,038,540

3,021,002

(374,899)

(1,173,391)

2,663,641

1,847,611

Payments:
Claims and claim adjustment expenses attributable to
covered events of the current fiscal year
Claims and claim adjustment expenses attributable to
covered events of prior years

121,732

43,961

2,032,486

1,961,884

Total payments

2,154,218

2,005,845

$12,326,516

$11,817,093

Total unpaid claims and claim adjustment expenses at the
end of the fiscal year

The components of the unpaid claims and claim adjustment expenses as of June 30, 2019 and 2018 were as
follows:

Claims reserves
Claims incurred but not reported (IBNR)
Unallocated loss adjustment expenses (ULAE)
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2019

2018

$ 4,910,785
5,973,977
1,441,754

$ 4,370,938
6,141,756
1,304,399

$12,326,516

$11,817,093

PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
COMBINING STATEMENT OF NET POSITION
JUNE 30, 2019

Liability

Workers’
Compensation

Property/
Bond

Building

Total

$ 4,588,705
1,120,753

$ 5,535,910
1,214,149

$100,102

$141,521

$10,366,238
2,334,902

95,508
31,105

103,467
252,500
144,356

ASSETS
Current Assets:
Cash and cash equivalents
Investments
Receivables:
Interest
Member
Excess insurance
ERMA dividend
Prepaid expenses
Total Current Assets

506,517
4,083
6,346,671

3,674
7,254,056

16,996,589
176,115

18,412,972
176,115

17,172,704

18,589,087

23,519,375

25,843,143

Deferred Outflow of Resources

233,649

233,649

Total Assets and Deferred
Outflow of Resources

23,753,024

26,076,792

Non-current Assets:
Investments
Net OPEB asset
Capital assets, net
Total Non-current Assets
Total Assets
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408
100,510

100,510

141,521

198,975
283,605
144,356
506,517
8,165
13,842,758

671,102
671,102

35,409,561
352,230
671,102
36,432,893

812,623

50,275,651
467,298

100,510

812,623

50,742,949

PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
COMBINING STATEMENT OF NET POSITION
JUNE 30, 2019
(Continued)

Liability

Workers’
Compensation

Property/
Bond

24,019
39,352
797,782

2,669
4,372

123,107
37,850
2,769,117
3,791,227

7,767

Building

Total

LIABILITIES
Current Liabilities:
Accounts payable
Accrued expenses
Retrospective premium adjustment payable
ERMA dividends due to members
Unearned contributions
Excess premium assessment
Unpaid claims and adjustment expenses
Total Current Liabilities
Non-current Liabilities:
Committee training stipend payable
Excess premium assessment
Unpaid claims and adjustment expenses
Net pension liability
Total Non-current Liabilities
Total Liabilities
Deferred Inflow of Resources
Total Liabilities and Deferred
Inflow of Resources
Net Position:
Invested in capital assets
Unrestricted
Total Net Position

26,688
43,724
617,924
36,482
92,642
4,227,270
5,044,730

11,377

53,376
87,448
1,415,706
36,482
223,516
37,850
6,996,387
8,850,765

14,808

6,034,942
167,000
6,213,319

10,240
340,654
9,557,399
167,001
10,075,294

1,138

22,755
340,654
15,592,341
334,001
16,289,751

11,258,049

13,866,521

15,946

25,140,516

78,784

78,784

11,336,833

13,945,305

15,946

12,416,191

12,131,487

84,564

671,102
141,521

671,102
24,773,763

$12,416,191

$12,131,487

$ 84,564

$812,623

$25,444,865
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1,138

157,568

25,298,084

PUBLIC AGENCY RISK SHARING AUTHORITY OF CALIFORNIA
COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
FOR THE YEAR ENDED JUNE 30, 2019

Liability
Operating Revenues:
Premium contributions
Retrospective adjustment
ERMA dividend
Other income
Total Revenues
Operating Expenses:
Claims paid
Change in claims liabilities
Excess insurance
Program administration
Risk management
Professional fees
Salaries and benefits
Travel and meetings
Facility expense
Other general and administrative expenses
Dividend refund
Total Operating Expenses
Operating Income
Non-operating Revenues (Expenses) :
Investment income (loss)
Facility expense, net
Total Non-operating Revenues (Expense)

$ 6,738,866
(1,287,341)
506,517
228
5,958,270

1,983,932
1,820,854
2,674,385
358,624
377,011
95,734
524,202
7,792
24,610
98,907
122,957
8,089,008
(2,130,738)

845,047
845,047

Workers’
Compensation

Property/
Bond

$ 6,583,915
(1,242,678)

$2,706,158

228
5,341,465

Building

$

$16,028,939
(2,530,019)
506,517
456
14,005,893

2,706,158

2,154,218
509,423
1,305,740
563,733
142,181
72,910
480,082
7,013
22,149
89,913

4,138,150
2,330,277
6,616,991
922,357
519,192
171,890
1,048,405
15,584
49,220
197,810
122,957
16,132,833

2,636,866

3,246
44,121
779
2,461
8,990

5,347,362

2,696,463

(5,897)

9,695

(2,126,940)

1,166,969
1,166,969

Total

(49,219)
(49,219)

2,012,016
(49,219)
1,962,797
(164,143)

Change in Net Position

(1,285,691)

1,161,072

9,695

(49,219)

Net Position, Beginning of Year

13,701,882

10,970,415

74,869

861,842

25,609,008

$12,416,191

$12,131,487

84,564

$812,623

$25,444,865

Net Position, End of Year
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$

OTHER INDEPENDENT AUDITOR’S REPORT

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Board of Directors and Members
Public Agency Risk Sharing Authority of California
Sacramento, California

We have audited in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards issued by
the Comptroller General of the United States, the financial statements of Public Agency Risk Sharing Authority of
California (PARSAC) as of and for the year ended June 30, 2019, and the related notes to the financial statements,
which collectively comprise PARSAC’s basic financial statements, and have issued our report thereon dated
October 28, 2019.
Internal Control Over Financial Reporting
In planning and performing our audit of the financial statements, we considered PARSAC’s internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of PARSAC’s internal control. Accordingly, we do not express an
opinion on the effectiveness of PARSAC’s internal control.
A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or detect and
correct misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control such that there is a reasonable possibility that a material misstatement of PARSAC’s financial
statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.
Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material weaknesses or,
significant deficiencies. Given these limitations, during our audit, we did not identify any deficiencies in internal
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been
identified.
Compliance and other Matters
As part of obtaining reasonable assurance about whether PARSAC’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations and
contracts, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of
our audit and, accordingly we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance that are required to be reported under Government Auditing Standards.
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Public Agency Risk Sharing
Authority of California

Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of PARSAC’s internal control or
on compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering PARSAC’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.
Sampson, Sampson & Patterson, LLP
Clovis, California
October 28, 2019
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MEMBER RETENTION/MARKETING STRATEGY SUBCOMMITTEE MEETING
SUMMARY: The pooling environment is very competitive with organizations competing for new
members in a finite market. Some pools have dissolved due to retirement of key personnel,
inability to remain fiscally solvent or they have consolidated with larger organizations. Although
PARSAC is a financially stable organization with a solid governance structure and stable
membership, the organization should not rest on its past success. A directive from the strategic
planning session was to appoint a subcommittee to evaluate and develop strategies to further
strengthen the organization and enhance member value.
RECOMMENDATION: Receive and file.
DISCUSSION: PARSAC was formed during the insurance crisis in the mid-1980s. During this
period, insurance carriers abandoned the public entity market because municipal risks were no
longer determined to be profitable. As a result, risk pools emerged as the “anti-insurance” option
for many local governments. According to the Association of Governmental Risk Pools, there are
nearly 150 risk pools in California today which provide local governments innovative solutions to
address risk management challenges.
PARSAC has successfully operated over 30 years because, unlike commercial insurance, which is
profit driven, PARSAC is member driven and provides services, coverages, programs and risk
management tools with the singular goal of serving its membership. PARSAC members share
accountability with each other because the organization is an extension of its members. There is a
culture of collaboration and members share resources, new ideas, and best practices to reduce risks,
costs and help each other solve problems.
The success of risk pools such as PARSAC has also brought many challenges. Pools are expected
to remain good stewards of tax dollars, to be increasingly transparent and be more efficient and
effective than ever. Pool members require broad coverage, innovative programs and services,
while remaining rate competitive. The pooling environment has become very competitive and the
professional courtesy that once existed, where pools do not recruit members from other
organizations, no longer exists. Throughout the years, several members have left PARSAC for
various reason. Staff has seen both commercial insurers and industry peers use their resources to
undercut pricing to attract new members who may be enticed to take advantage of short-term
savings without considering longer term price volatility. Additionally, most of the municipal
officials who were around during the insurance crisis and understand the benefits of pooling and
why they were formed have retired. The next generation of municipal employees and officials,
particularly those with little history of PARSAC and the value of pooling, might be more inclined
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to overlook the financial and cultural value of PARSAC in favor of short-term benefits. It is critical
that PARSAC keep its members engaged and connected to the long-term goals and vision of the
organization. It is also essential that members understand and recognize that PARSAC is much
more than a risk financing tool; it is an example of better government with each member having
vested interest in the success of the organization.
During PARSAC’s strategic planning session, one of the Board’s directives was to appoint a
subcommittee to review changes and challenges of an evolving membership and pooling
environment. A Member Retention subcommittee was formed and recently convened to evaluate
and develop strategies for:





Retaining member
Enhancing member services
Providing alternative risk financing solutions
Developing a marketing plan to attract new membership

Since PARSAC is working towards a merger with REMIF, the Committee’s focus was to provide
value added member services rather than concentrate on attracting new members. The Committee
directed staff to develop a survey to identify services members prioritize, their needs, and where
staff should focus its resources to enrich PARSAC membership. Staff is developing a draft survey
for the Committee’s review. The Committee also directed staff to develop a second survey to
identify what members would like to achieve from the REMIF merger. Staff will develop a joint
survey with REMIF’s staff, which will be circulated to both organizations for feedback. Staff will
work with the subcommittee to develop a plan of action and recommendation to the Executive
Committee upon analyzing the results.
FISCAL IMPLICATION: It is anticipated the Committee will meet once or twice a year in
person. Funding for travel and hotel accommodations is adequately budgeted.

December 5, 2019
Board of Directors Meeting

DISPOSITION OF EXCESS DIVIDENDS
SUMMARY: PARSAC received an ERMA dividend of $506,517 in June 2019. The
Finance and Executive Committees discussed options for the disposition of these funds and
have provided the below recommendation.
RECOMMENDATION: Ratify the allocation of $375,000 to the Liability Rate
Stabilization Fund and $131,517 to the EPL Rate Stabilization Fund.
DISCUSSION: The disposition of ERMA dividends was discussed by the Finance
Subcommittee and Executive Committee. The following options were considered by both
committees:
1)
2)
3)
4)
5)

A return of funds to members;
Apply funds to the EPL and/or Liability Rate Stabilization Fund;
Allocate dividends toward risk management training;
Allocate funds to grant programs; and
Allocate additional funds to the EPL Expansion Fund.

The Executive Committee recommended allocating $375,000 to the Liability Rate
Stabilization Fund to increase the balance to the policy limit of $750,000. The Finance
Subcommittee recommended applying the remaining $131,517 to the EPL Rate
Stabilization Fund.
FISCAL IMPLICATIONS: Applying dividends as recommended reduces the impact on
members’ premium contribution to offsets future rate increases.
ATTACHMENT: None
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INCREASE LEXIPOL REIMBURSEMENT
SUMMARY: Lexipol provides a comprehensive policy management platform for law
enforcement and fire departments as well as other government agencies. Their services consist of
assisting police and fire departments with the implementation of the agency’s policy manual;
providing policy updates to ensure departments have the most current information for their
policies throughout the year; and provide a web-based platform containing the corresponding
training tools to ensure personnel have access to ongoing training on their agency’s policies.
RECOMMENDATION: Ratify
DISCUSSION: Law enforcement liability accounts for a significant percentage of PARSAC’s
liability claims and costs. For a 10-year period ending June 2018, the pool has incurred over 600
claims with costs exceeding $10 million. There are many challenges law enforcement agencies
face with frequent changes in laws and regulations, and many agencies rely on outdated,
inadequate policies for guidance on these complex issues. Lexipol provides PARSAC members
continuously updated policies that follow best practice guidelines which have proven to be
defensible and mitigates liability. Although Fire Department liability risks are not as significant
as Police Departments, it is imperative Fire Departments also adopt policies and practices that
are consistent with industry and best practice guidelines.
Currently, 15 PARSAC members contract directly with Lexipol and upon request by the
member, PARSAC reimburses for a portion of the cost of services as follows:
Police Manuals
50% of manual implementation up to $2,500
50% of annual policy updates up to $1,000
100% of Daily Training Bulletins (DTBs)

Fire Manuals
50% of manual implementation up to $3,500
50% of annual policy updates up to $2,500
100% of Daily Training Bulletins (DTBs)

The Executive Committee met on August 29, 2019, and recommend the Board approve equally
increasing the reimbursement maximums for both police and fire as follows:
Police and Fire Manuals
50% of manual implementation up to $5,000
50% of annual policy updates up to $3,500
100% of Daily Training Bulletins
The average cost over the last 5 years was $41,000 for approximately 9 cities that requested
reimbursement. It should be noted it is up to the individual member cities to submit a request for
reimbursement of Lexipol’s fees.
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FISCAL IMPLICATIONS: PARSAC budgets $65,000 per fiscal year to reimburse members
for a portion of Lexipol services. Out of the 15 members currently participating, 9 have been
reimbursed for the 2018/19 fiscal year totaling $45,269.
If the same 9 members would have been reimbursed based on the proposed maximums,
PARSAC would have paid an additional $7,169 in reimbursements for the 2018/19 year totaling
$52,438.
ATTACHMENT: Policy 801.005 - Lexipol Manual & Daily Training (in redline text)
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801.005
Public Agency Risk Sharing Authority of California
PARSAC

Lexipol Manual & Daily Training
Section:
Effective Date:

800 – Risk Management/Loss Control Programs; Programs
December 5, 2019

Lexipol policy manual and daily training bulletins for Police and Fire have been proven to
reduce loss by maintaining a well traineding public safety staff.
POLICY:
Members who subscribe to Lexipol are eligible for reimbursement as follows:
Police and Fire Manuals
50% of manual implementation up to $5,000
50% of annual policy updates up to $3,500
100% of Daily Training Bulletins
Police: 50% of policy development up to a maximum of $2,500; $1,000 annually for
the manual updates; and the full cost of the daily training bulletin.
Fire: 50% of policy development up to a maximum of $3,500; and 50% of renewal
fees up to a maximum of $2,500. (The maximum amounts for fire is slightly higher
because daily training bulletins are included in the manual cost).

Approved by the Board of Directors
Effective December 5, 2019
Revised: May 31, 2012
Revised May 28, 2009
Revised May 20, 2005
Policies are reviewed on a regular basis and are subject to change
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AMEND TRAVEL AND EXPENSE POLICY
SUMMARY: The Travel and Expense Policy is reviewed periodically to reflect current practice
and encourage fiscally responsible travel on behalf of PARSAC and its member agencies. The
policy was last revised in December 2016.
RECOMMENDATION: Ratify.
DISCUSSION: The PARSAC Board meets semi-annually. Historically, only the Board
Director would attend, however, in recent years more Alternate Representatives have attended
these meetings. This past year, 12 Alternates attended either the May or December Board
meetings. It is important Alternate Representatives remain as involved as Directors and
participate in Board meetings throughout the year in order to stay well informed about
PARSAC’s policies, programs and governance. Alternates are also important in PARSAC’s
succession planning to ensure long term continuity. The current travel policy provides
reimbursement for either the Director or Alternate to attend Board meetings, but not both. To
encourage participation and involvement, staff recommends reimbursement for Directors and
Alternates, when both attend a Board meeting.
The Executive Committee reviewed the proposed changes to the Policy and recommends the
Board adopt the enclosed Policy as amended. The proposed amendments as well as other minor
clean up are in redline text.
FISCAL IMPLICATIONS: Funds are budgeted for Board and Staff travel. Assuming about
20% of Board and Alternates choose to attend meetings together, this expenditure increases
travel costs by approximately $3,150.
ATTACHMENT: Travel and Expense Policy in redline text
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Public Agency Risk Sharing Authority of California
PARSAC

103.003

Travel and Expense Policy
Section:
Effective Date:

100 – Board of Directors/Executive Committee; Travel
December 1, 2016December 5, 2019
PURPOSE

To establish uniform guidelines for the reimbursement of actual and reasonable travel expenses
incurred by any individual conducting Authority business, including participating in conferences
and workshops.
GENERAL POLICY
It is the organizational goal of PARSAC is for all members, no matter how remotely located in
California, to have an opportunity to participate in the meetings of PARSAC. Due to the statewide
nature of the Authority, it is necessary for its members and staff to travel in order to conduct
business on behalf of the Authority. The Bylaws allow for reimbursement of expenses related to
conducting business on behalf of PARSAC.
In addition, there is a direct benefit to PARSAC from members attending conferences and training,
providing risk management techniques, policies, networking for problem solving, and the
awareness of possible risks that could affect the members or PARSAC.
Government Code Section 36514.5 authorizes reimbursement for actual and necessary expenses
incurred in the performance of official duties. The Board of Directors sets forth the following
guidelines for travel and reimbursement of expenses related to travel. Each Committee, Board and
staff member will be provided with a copy of this Travel and Expense Reimbursement Policy.
I.

GENERAL TRAVEL GUDELINES
A.

Authorized Travelers
The following individuals may apply for travel expense reimbursement:
•
Members of the Board of Directors, or the Alternate in the absence of the
Director. However, if attending a Board of Directors meeting, both the
Director and Alternate may apply for reimbursement.
•
Members of the Executive Committee.
•
Members of Ad Hoc Committees.
•
PARSAC Staff Members.
•
Other individuals as may be designated or approved by the Executive
Committee and/or Board of Directors.

Adopted December 6, 2007 (replaced 205.001)
Revised December 3, 2009
Revised December 1, 2011
Revised December 3, 2015
Revised December 1, 2016
Revised December 5, 2019
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Travel and Expense Policy
B.

Types of Reimbursable Travel
•
•
•
•
•

C.

Regular and Special Meetings of the Board of Directors, Executive and Ad
Hoc Committees
Authorized conferences, seminars and workshops
Travel to conduct Authority business with members
Out-of-State Travel as approved by the President or Board of Directors
Other PARSAC Board-approved events.

Responsibility
Authorized individuals traveling on official business for the Authority are expected
to exercise the same care in incurring expenses that a prudent person would exercise
if traveling on personal business. The traveler should obtain appropriate receipts
for all applicable charges and keep a personal record of all miscellaneous
expenditures chargeable to the Authority.
The General Manager shall administer the expenditure of travel funds in accordance
with the adopted Annual Budget and established travel policies.

D.

Expense Reimbursement Forms
Expense reimbursement requests are the responsibility of the traveler and should
be submitted using the approved form (sample attached) upon return from the travel
or meeting within 30 days, but no later than the end of the current fiscal year. The
appropriate documentation must accompany the expense reimbursement form as
outlined below (Paragraph F). Allowable expenses are reimbursed based on the
guidelines set forth in this Policy.

E.

Cash Advances
A cash advance for transportation, lodging, meals, registration, etc. may be
requested by an employee of the authority; however, must be approved by the
General Manager. At the conclusion of the trip, all expenses must be itemized on
the expense reimbursement request form with the cash advance shown as an offset
to the total expense and turned into the Accountant with any remaining cash and
receipts.

Adopted December 6, 2007 (replaced 205.001)
Revised December 3, 2009
Revised December 1, 2011
Revised December 3, 2015
Revised December 1, 2016
Revised December 5, 2019
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F.

Documentation
The following specific documentation must accompany the expense reimbursement
request:
•
•
•
•

Original receipts (no copies) must be attached to support all
expenditures as indicated on the form.
Itemized paid hotel receipt provided upon checkout.
Airline ticket copies (or itinerary for “ticket-less” travel)
Receipt and sales form for car rental

For receipts that contain charges for non-reimbursable items, the item to be
reimbursed must be clearly identified (highlight, circle, check mark, etc.) on the
receipt.
For reimbursable items that require a receipt, reimbursement of that expense will
not occur if the receipt does not accompany the expense reimbursement form.
II.

ALLOWABLE EXPENSES
A.

Accommodations
The Authority will rely on its Travelers to select the most reasonably priced lodging
accommodations when traveling on official business out of town. No maximum
rate has been established as the Authority recognizes that reasonable lodging rates
will vary based upon the availability, area and location of the meeting, conference
or workshop.
For meetings, reservations and payment will be made by the Authority; however, it
is the Traveler’s responsibility to notify the Authority timely of changes and
cancellations. The following applies to reimbursement for accommodations while
traveling on Authority business:
•

•
•

The traveler is responsible for changing or canceling any lodging
reservations in a timely manner to avoid charges by the hotel. The traveler
is responsible for charges made to the Authority for late or lack of
cancellation.
Reimbursable expenses for accommodations include room, sales tax, and
standard gratuity where applicable.
Lodging shall be limited to the minimum number of nights required to
conduct Authority business.

Adopted December 6, 2007 (replaced 205.001)
Revised December 3, 2009
Revised December 1, 2011
Revised December 3, 2015
Revised December 1, 2016
Revised December 5, 2019
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•

•
B.

Reimbursement for shared lodging (two or more travelers on Authority
business). Each traveler should claim and be reimbursed for the traveler’s
share of the lodging. If one of the travelers pays for the entire cost, then that
traveler shall be reimbursed for the accommodation, but should crossreference the other traveler’s name on the expense reimbursement form.
The Traveler is solely responsible for personal incidentals such as personal
telephone calls, laundry, movies, etc.

Meal Reimbursement
The Authority relies on the traveler to exercise prudence in restaurant, menu, and
beverage selections. Meals that are reasonable and customary are reimbursed the
actual cost including tip, up to the following maximum amounts: Breakfast $12.00;
Lunch $15.00; and Dinner $30.00. Alternatively, Officers or staff traveling
frequently on Authority business may be compensated at the appropriate IRS rate
on a per diem basis.
The following applies to reimbursement for food while traveling on Authority
business:
•
•
•
•

•
C.

Meals that are necessary for the period traveled are reimbursed.
Gratuity for meals will be reimbursed.
Room service charges are to be included as part of the standard meal
allowance.
Family member(s) may accompany an employee or Board/Committee
members in travel. However, meals or additional charges specifically
related to their travel is the responsibility of the traveler and cannot be
claimed for reimbursement.
Meals included in airfare, or as part of training/conference fees, meetings,
or skipped by the traveler, cannot be claimed for reimbursement.

Business Meals
Occasionally it is necessary to host a meal to conduct business discussions at a
location away from the office. Such business meals should not be extravagant, but
reasonable considering the location in which it is held. The per diem allowance
does not apply to group dinners for PARSAC Board members, or when staff is
hosting prospective members, or meeting with business contacts and may include
limited alcoholic beverages.

Adopted December 6, 2007 (replaced 205.001)
Revised December 3, 2009
Revised December 1, 2011
Revised December 3, 2015
Revised December 1, 2016
Revised December 5, 2019
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When submitting business meals for reimbursement, the expense reimbursement
form must indicate the business matter(s) discussed, the traveler(s) present and be
approved by the Authority’s General Manager, or the Board President or VicePresident.
D.

Transportation
The Authority relies on its travelers to arrange for transportation as economically
as feasible. Such reimbursable transportation includes, but is not limited to mileage,
car rentals, fuel, shuttles, parking, taxis, and air fares. Reimbursement will be
based on the most economical means of transportation considering timing,
cost, and availability.
If an Authority meeting is cancelled due to extraordinary circumstances and nonreimbursable travel arrangements have been made or the Traveler is not able to
cancel in a timely manner, then the Authority will refund the Traveler for the
expenses incurred. However, this will not apply to airline tickets that may be used
for future air travel. Conversely, if the Traveler makes arrangements to attend a
meeting or conference and decides not to attend but does not cancel the
arrangements timely, the Authority will not be responsible for the costs incurred.
1. Ground Transportation.
a.
For each PARSAC meeting, the Authority reserves and pays for shuttle
transportation to and from the airport for the convenience of its members.
b.
Taxi/Shuttle. Travelers are encouraged to utilize a hotel’s complimentary
shuttle, when available, or the most economical method of travel;
reasonable costs for such services are reimbursable.
c.
Leased or Rental Cars. Commercial auto rental will be allowed if alternative
personal or public transportation is unavailable or unreasonable.
d.
Personal Vehicles. Mileage for use of a personal vehicle on PARSAC
business will be reimbursed at the current internal Revenue Service (IRS)
mileage reimbursement rate.
2. Commercial Air Travel.
a.
Reimbursement will be at the lowest reasonable cost of coach class travel.
b.
If business and personal travel are combined, the traveler is to reimburse the
Authority for the personal portion of the trip.
c.
If Authority business causes a scheduled flight to be changed, then the
difference in air fare is reimbursable.

Adopted December 6, 2007 (replaced 205.001)
Revised December 3, 2009
Revised December 1, 2011
Revised December 3, 2015
Revised December 1, 2016
Revised December 5, 2019
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d.

E.

Other Allowable Expenses
1.
2.
3.
4.

F.

“Early check-in” charges are reimbursable. Business Select or other
upgrade service is not reimbursable.

Parking fees and toll charges. If available, receipts must be attached to the
expense reimbursement form.
Telephone, Internet, or facsimile charges related to Authority business.
Tips should be reasonable, based upon the service provided.
Other Expenses. Reimbursement is provided for other necessary Authorityrelated expenses not covered in this Policy, but must be properly explained
and supported by documentation. Such expenses might include, but are not
limited to, transporting, and the set-up of a display booth, registration fees
at a conference, AV equipment at a meeting, etc.

Non-Allowable Expenses
Personal expenses not reimbursable include, but are not limited to, the following:
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.

G.

Personal Services such as hair cuts, shoe shines, etc.
Gas, oil and repairs to privately-owned vehicles. This is covered within the
IRS rated mileage reimbursement provided for driving to and from the
event.
Laundry/dry cleaning, purchase of personal sundry items.
Consumption of items in the in-room snack bar/container.
Fitness/health facilities (unless billed as a mandatory service fee by the
hotel).
Personal entertainment expenses: magazines, newspapers, movies, in-room
movies, theatre, etc.
Expenses incurred by other individuals accompanying the Traveler.
Personal telephone calls.
Golf, tennis, racquetball, etc.
Alcoholic Beverages.
Housekeeping Personnel, unless justified by extenuating circumstances or
if the hotel stay exceeds three days.

Settlement of Travel Expenses
Travelers on Authority business are responsible for the accurate preparation of
travel expense requests. These travel expenditures must be within budgetary
constraints and reimbursements shall be approved by the Authority’s General
Manager. Should a conflict exist on a reimbursement, a final decision will be

Adopted December 6, 2007 (replaced 205.001)
Revised December 3, 2009
Revised December 1, 2011
Revised December 3, 2015
Revised December 1, 2016
Revised December 5, 2019
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rendered by the General Manager for staff members and the Board President for
Executive Committee and Board Members.
III.

CONFERENCES AND TRAINING

The Member’s Safety & Loss Control Grant may be used to reimburse allowable expenses outlined
in this policy for risk management conferences or training, if available. Reimbursement for
conference-related expenses is limited to $1,500 per fiscal year; there is no limit for training
reimbursement (refer to Policy 801.006) as long as funds remain available.
In addition, Members who volunteer on a PARSAC subcommittee may earn an additional training
stipend based on hours served (refer to Resolution 2009-04.1), which may be used to reimburse
allowable expenses related to any type of training or conference without limit.
IV.

REIMBURSEMENT FOR TRAVEL EXPENSES
It is the Traveler’s responsibility to request reimbursement for traveling on Authority
business.
1.

2.
3.
4.
5.
6.
V.

Individuals incurring expenses for reimbursement shall submit their request for
reimbursement on the approved Expense Reimbursement Form (available on the
PARSAC website on the member dashboard.online under the Member Log In).
The form must be signed by the Traveler to certify its correctness and forwarded to
the Authority’s office.
All reimbursement requests shall be completed in accordance with the
documentation requirements outlined in Section I, Paragraph F above.
The submittal will be audited and processed by the Authority’s accountant for
payment.
The General Manager will review and approve payment; except that expenses
submitted by the General Manager will be reviewed and approved by the
appropriate Executive Officer.
Checks will be mailed to the address indicated on the reimbursement form.
Processed expense reimbursement forms will be maintained in the respective
Member’s Entity’s file for audit purposes.

REVISIONS OF PROVISIONS IN TRAVEL POLICY
This Policy shall be revised as deemed by the Authority’s Board of Directors and the
Executive Committee. Provisions shall be applicable at the time the revised Policy is
adopted.

Adopted December 6, 2007 (replaced 205.001)
Revised December 3, 2009
Revised December 1, 2011
Revised December 3, 2015
Revised December 1, 2016
Revised December 5, 2019
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REPORT ON WORKERS’ COMPENSATION SUBCOMMITTEE MEETING
MEDICAL PROVIDER NETWORK
SUMMARY: A Medical Provider Network (MPN) was explored by staff and discussed
by the Workers’ Compensation Subcommittee in the past, but not pursued due to concerns
of ensuring a network of quality providers and the time and resources necessary to
implement. PARSAC’s Workers’ Compensation TPA (LWP) has an established MPN and
provided the Workers’ Compensation Subcommittee with a presentation regarding MPN
benefits and the changes in regulations that addressed prior concerns. LWP also noted that
PARSAC’s current contract with LWP provides MPN services to members at no additional
cost. The Workers’ Compensation Subcommittee and the Executive Committee
recommend that the Board review the LWP MPN program and discuss the merits of
participation. Amber Davis from LWP will make a presentation on their MPN.
RECOMMENDATION: Review and discuss
DISCUSSION: Under existing regulations, employees must treat with a member’s
designated medical facility for the first 30 days, unless the employee has pre-designated a
physician. During the first 30 days, members have control of medical treatment; thereafter,
the employee has the right to change treating physicians. The primary treating physician
dictates medical treatment and when or if an injured employee returns to work. A new
doctor is often selected because the employee desires a certain result, i.e., continued
treatment, additional time off work, higher disability rating, etc.
To better control medical costs while providing quality care, many public agencies have
formed an MPN. An MPN is a group of medical providers, doctors, and hospitals with
whom the employer has pre-arranged to provide medical treatment. Major benefits of an
MPN include:
•
•
•
•
•

Control of medical treatment is changed from 30 days to the life of the claim (except
pre-designations);
Employees can choose from a list of providers within the network (after the first
visit), similar to private insurance;
If an employee disputes diagnosis or treatment plan, employee can obtain second
and third opinions before requesting an Independent Medical Review (IMR);
Employees receive quality care which often results in lower litigation rates, fewer
lost workdays, and lower medical costs;
Adjusters can determine whether to allow treatment outside of the MPN, and it does
not cancel the MPN for the life of the claim.
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Staff explored the possibility of an MPN when they were first introduced in 2005, but there
were limited options available and none that met the pool’s overall objectives. In 2015,
more vendors were offering MPNs and the Executive Committee once again explored
creating a customized PARSAC MPN but was not pursued further due to concerns of
ensuring a network of quality providers. Since 2015, there have been changes to the
regulations that allow treatment outside an employer’s MPN without jeopardizing the
future lifetime control of the treatment within the MPN. This change addresses the
concerns regarding the quality of providers within an MPN. Additionally, as PARSAC’s
Workers’ Compensation TPA (LWP) has an established MPN and can assist with
implementing a program for PARSAC members at no additional cost, the Workers’
Compensation Subcommittee and the Executive Committee recommend that the Board
review the LWP MPN program and discuss the merits of participation.
FISCAL IMPLICATIONS: Implementing an MPN has the potential to reduce the cost
of medical and indemnity benefits, which directly impacts members’ premium costs and
improves program stability.
ATTACHMENTS: LWP MPN presentation.

Page 2 of 2

LWP Claims Solutions

Medical Provider Network
August 29, 2019

What is an MPN?
•
•
•
•
•

A Medical Provider Network of physicians and
providers
Changes control of treatment from 30 days to the life
of the file
Must be approved by the State to show adequate
coverage for all specialties and geographic areas
Can either be Pool driven or Employers can elect to
participate individually
Adjusters can determine to allow treatment outside of
the MPN- does not cancel MPN for the life of the file

History of the MPN?
•

2004 – Medical Provider Network was included in the Workers’
Compensation Reform in Senate Bill 899. This allowed
employers the ability to use a network of providers for the life
of a file.

•

2012 – Senate Bill 863 required the provider listing to be held
and updated on the MPN Website as of 1/1/14. It also required
the MPN to provide a medical access assistant to help
coordinate care.

•

2014-2015 – Update in regulations 9767.1 Transfer of care
changes along with case law that allows continued control of
MPN when the employee is allowed outside MPN treatment.

MPN Access Standards
An MPN must have at least three available physicians of each specialty to
treat common injuries experienced by injured employees based on the type
of occupation or industry in which the employee is engaged and within the
access standards set forth in (1) and (2).
(1)

(2)

An MPN must have at least three available primary treating
physicians and a hospital for emergency health care services, or if
separate from such hospital, a provider of all emergency health care
services, within 30 minutes or 15 miles of each covered employee's
residence or workplace.
(2) An MPN must have providers of occupational health services and
specialists who can treat common injuries experienced by the
covered injured employees within 60 minutes or 30 miles of a
covered employee's residence or workplace.

Exceptions to the MPN?
•

•

If the employee has properly predesignated their personal
physician (at any time prior to injury) and the personal
physician agrees to treat the workers’ compensation injury,
the employee will be able to treat with their personal
physician
If an employee is already treating with an out of MPN
provider for an existing injury, the injured employee may
be required to transfer their care to a provider within the
MPN
This is where the adjuster will review for Transfer of Care into the MPN.
In certain instances the care may be permitted to stay with the
existing provider outside the MPN. (Acute, Chronic, Terminal or
procedure already scheduled)

Employer MPN Notice Requirements
At Time of Hire Notice
Pre-designation exception – if MPN is in place this on longer allows the
employee to predesignate a DC or LAC
Workplace Posting
Post the DWC-7 form noting the MPN Name and Number
Include the Complete Written Employee Notification Document ( this can be
attached to or posted near the DWC-7) *Post in both English & Spanish
At Time of Injury
Employer provides the injured Employee with the DWC, and MPN Notice

LWP MPN Requirements
Medical Access Assistant (MAA)
• Designed to help the employee in selecting providers in the network and
in scheduling appointments
• Toll Free Number and Fax number
• Required Days and Times: Monday – Saturday 7 AM to 8 PM
• Spanish Speaking Personnel
• MAA Call Log for DWC
Transfer of Care
Employee is notified of Employer MPN enrollment and notice given on if
their existing provider is within the MPN *Notice also provider to the treater
and attorneys

LWP MPN Requirements
Continuity of Care & Transfer of Care
If treating with a predesignated physician the employee can continue
outside of the MPN.
If the employee is treating with out of MPN provider the treatment can
continue until completion of treatment for specific types of care with a 12
month notice rule to be applied:
Acute Conditions
Serious chronic conditions
Terminal Illness
Surgery or authorized procedures (180 days)

Initial Treatment & Beyond
Emergency
Employee may seek immediate medical attention at an Acute Care Hospital
Non-emergency initial care
Employee must to the MPN provider. If specialty is needed the provider will
refer to a specialist within the network
Second or Third Opinions
If the employee disputes the diagnosis or treatment plan they can request
additional opinions. After the third opinion they can request an MPN IMR

Benefits of an MPN
• Lifetime Medical Control vs 30 Day Control
• Network of Physicians with agreement to treat Workers’
Compensation Claims
• Ability to authorize treatment outside MPN and still bring
employees back in to the Network
• Outside party that can help with problematic providers
• Potential of reduced litigation.

LWP MPN
LWP Claims Solutions Premier MPN # 2394
www.lwpclaimspremiermpn.com
LWP Claims Solutions Platinum MPN # 2376
*Includes Premier Network Plus Kaiser on the Job
www.lwpclaimsplatinummpn.com
LWP MAA (855)622-6474 or Email lwpmaa@snp-plus.com
LWP MPN Contact 800-565-5694

Thank You
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REPORT ON WORKERS’ COMPENSATION SUBCOMMITTEE MEETING
RETURN TO WORK PROGRAM
SUMMARY: As a successful return-to-work (RTW) program provides significant benefits
to members, their employees, and the pool; the Workers’ Compensation Subcommittee was
asked to consider options for implementing an effective, pool wide program. In addition to
receiving information regarding PARSAC’s current efforts and data, the Subcommittee heard
presentations from two vendors: York and Norman Peterson & Associates. The
Subcommittee recommended and the Executive Committee approved the General Manager to
negotiate a contract with Norman Peterson & Associates (NPA) to pilot a RTW program for
PARSAC members. The City of Citrus Heights, City of Rancho Cucamonga, the Rancho
Cucamonga Fire District and Yountville have agreed to pilot the program.
RECOMMENDATION: Review and Discuss
DISCUSSION: The two main cost drivers in workers’ compensation are healthcare costs
and indemnity payments (temporary and permanent disability benefits). While PARSAC
members have limited options when it comes to controlling the healthcare costs of injured
employees, members can have a significant impact on reducing indemnity expenses. One of
the most effective cost control strategies, from a post-injury perspective, is implementing a
formal return-to-work program.
The Workers’ Compensation Subcommittee was asked to consider options for implementing
a formal return-to-work program throughout the pool.
Options under consideration included:
 Developing an in-house RTW program with PARSAC staff to serve as the RTW
coordinator.
 Utilizing a vendor to serve in the capacity of RTW coordinator.
 Review member job descriptions to ensure they include essential job functions that
describe physical and other job requirements for all positions. If descriptions are not
updated, member should use PARSAC’s job bank library.
 Developing an information campaign directed at members’ medical providers to
ensure treating physicians are aware that transitional and/or modified work is
available. Feedback staff received suggests some treating physicians may not be
aware of the employer’s interest or ability to create modified duty assignments, and
that they lack the necessary information to release the employee to transitional or
modified work.
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Two vendors, York and Norman Peterson & Associates (NPA), presented their RTW
programs to the Workers’ Compensation Subcommittee. The Subcommittee found that
NPA’s program was very comprehensive and provided a detailed plan of how the program
would be implemented, as well as an estimated cost savings.
Based upon PARSAC’s workers’ compensation data for policy year 2015/16 through
2017/18 and assuming all workers’ compensation program members participate, NPA
predicts a savings of approximately $420,000 (18%) in the first year of utilizing their RTW
services, with an estimated cost of $76,000. The cost of the program is billed to all accepted
Medical Only and Indemnity claims at a rate of $500 per claim.
As part of PARSAC’s due diligence, Staff contacted client references provided by NPA: the
Municipal Pooling Authority (MPA) and the California Joint Powers Insurance Authority
(CJPIA).
• Barbara Esquivel (MPA) indicated that 17 of their 18 members in their workers’
compensation program utilize NPA and all but one uses the program in conjunction with
Company Nurse. MPA has been a client of NPA for over 15 years and continues to
experience good results. Ms. Esquivel did indicate that they had a bad experience with an
NPA client representative, but that NPA quickly addressed the issue. Ms. Esquivel also
noted that some members are still reluctant to bring injured employees back to work and
that regular education regarding the program needs to be provided to members.
• Jeff Rush (CJPIA) indicated that 20 of their members currently use NPA, with most using
the program in conjunction with Company Nurse. Overall, CJPIA has seen annual
savings in excess of 20% and they are encouraging more members to use the program.
Mr. Rush also indicated that they have had a much higher success rate of returning public
safety employees back to work since implementing the program.
The Subcommittee recommended to the Executive Committee that General Manager be
authorized to negotiate a contract with Norman Peterson & Associates (NPA) to provide
RTW program services to PARSAC members. NPA and PARSAC have agreed to conduct a
year-long pilot of the program. The City of Citrus Heights, City of Rancho Cucamonga, the
Rancho Cucamonga Fire District and Yountville have agreed to pilot the program.
FISCAL IMPLICATIONS: The cost of the program is billed to all accepted Medical Only
and Indemnity claims at a rate of $500 per claim. Estimated savings are $420,000 in the first
year of implementation.
ATTACHMENTS: NPA Proposal and Presentation

A Proposal for

PARSAC
July 23, 2019

NPA Return-to-Work Services
526 Washington St. Suite1 · Ashland OR · 97520
800-497-1368 office · 541-488-5408 fax
www.ReturntoWork.com

NPA Return-to-Work Services, a proposal for PARSAC

Savings & Fees
Upon analyzing workers’ compensation data for policy year 2015/16 through 2017/18 for PARSAC,
NPA predicts a savings of approximately $420,000 (18%) in the first year of utilizing OUR System
Return-to-Work (RTW) Services, with an estimated cost of $76,000. The cost of the program is billed
to all accepted Medical Only and Indemnity claims at a rate of $500 per claim. As this is a service,
typically no RFP is necessary.
In addition to the cost outlined above, there is a one-time setup fee of $7,500. The fee can be paid in
full in the first month of implementation or billed to the file for an additional $125 per accepted claim
until the fee is recovered.
PARSAC
Average Annual Claims
Fee per claim
Estimated first year fees
Setup fee
First Year Total

152
$500
$76,000
$7,500
$83,500

x
+

Estimated first year savings
Return on Investment

$420,000
2.4 months

OUR System RTW Services has a proven track record that can work for your organization. On
average, once implemented, you can expect to see an 18% drop in your total incurred costs and a
30% reduction in lost work days during the first two years followed by a 10% drop in the third year
and a 5% drop in the fourth year.
The costs outlined in this proposal are guaranteed and locked for 6 months beginning on the date of
implementation.

PARSAC Projected WC Costs

*Assuming NPA RTW Services are implemented by July 2020
$3,500,000
$3,000,000
$2,500,000
$2,000,000
$1,500,000
$1,000,000
$500,000
$-

Avg

2020/21*

2022/23

Without NPA RTW Services

2023/24

2024/25

With NPA RTW Services
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NPA Return-to-Work Services, a proposal for PARSAC

What Is OUR System Return-to-Work Services?
Developed in 1985 by Norman A. Peterson, of Norman Peterson & Associates (NPA), the OUR
(Optimal Utilization of Resources) System® is a proactive Return-to-Work (RTW) service designed
to benefit everyone—employers, employees and physicians—in both the private and public sectors.
The OUR System® aides and reduces pain and suffering, both physical and financial, while allowing
the employer to recapture productivity. The OUR System will drastically reduce workers’
compensation costs, saving you time and money while laying the foundation for compliance with ADA
and FEHA requirements. Implementing OUR System RTW Services will help your organization
control costs and return workers to meaningful, productive work in a timely manner.
Our team of RTW Specialists will review your RTW efforts and analyze work/tasks currently being
performed within your organization. Using these findings NPA RTW Specialists will develop a unique,
custom series of temporary full-time equivalent modified duty assignments known as “Bridge
Assignments.” These Bridge Assignments are then grouped by type of injury and physical capacities
and plotted on a matrix. This dynamic matrix of Bridge Assignments creates the foundation of the
OUR System.
In our 30+ years of expertise, NPA has created over 4,000 field developed and tested Bridge
Assignments while implementing the OUR System in more than 1,000 organizations in all 50 states
across the United States, Canada and Mexico.
OUR System Implementation
OUR System RTW Services includes the creation, implementation, and staff training of the OUR
System, as well as the ongoing RTW Services for claim files. NPA retains ownership of the OUR
System created for PARSAC for a three year period, after which PARSAC will own their OUR System.
Included in the OUR System:
•
•
•
•
•
•

A unique series of Bridge Assignments, custom fit for your organization
OUR System implementation for all relevant personnel
OUR System pre-briefing and final training for all key personnel
Medical Provider training
TPA Training (as appropriate)
OUR System manuals for all designated personnel (upon request)

OUR System® Copyright © 1985-2019 - Norman Peterson & Associates, Inc. All rights reserved.
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NPA Return-to-Work Services, a proposal for PARSAC
Included in RTW Services:
•
•
•
•
•
•
•
•

Evaluation and monitoring of each reported injury for RTW Services. All files are monitored
for physical capacities and work status.
NPA gathers information on each claim opened for RTW Services, such as the nature of the
injury, department supervisor contact information, physician contact information, and
appointment dates.
NPA works closely with selected personnel to identify appropriate Bridge Assignments (BA)
to present to the physician.
We monitor the injured worker’s RTW progress by maintaining contact with the physician
and supervisor and follow through until a decision regarding RTW is made.
Record all RTW activities and track the days in modified duty via our BridgIT software.
Provide monthly status reports to management, supervisors, and TPAs for all active RTW
claims.
Provide quarterly and annual RTW analysis, including TTD savings, NPA fees, and other
pertinent data.
Helps support the interactive process as required for FEHA and ADA by way of providing
NPA’s Return-to-Work services and documentation.

Benefits of the OUR System
1. Reduction of Indemnity: The OUR System has the most direct impact on paid indemnity costs.
By being prepared and equipped in advance with temporary transitional work (Bridge
Assignments), managers may return injured workers to useful and productive work almost
instantly, thus dramatically reducing the number of days the employer must pay indemnity
benefits.
2. Impact on Medical Costs: Since the OUR System is not an accident prevention program, it is
sometimes assumed that it can have no impact on the medical costs of workers’ compensation
claims. However, there is substantial evidence that workers who are quickly brought back to work
in productive and appropriate assignments, with doctor approval, will not aggravate their injuries
and will, in fact, recover more quickly, thus reducing medical costs. Some studies report up to a
50% decrease in recovery time.
3. Control of Reserves: The OUR System impacts reserves in two ways. First, existing open
claims may be re-evaluated and transitioned into a newly implemented OUR System, resulting in
early closure and/or improved settlement standing on some claims. The second area of impact is
on the future setting of reserves. After a period of successful claims management, during which
lost work days and claim costs are reduced and claims are closed more quickly than historically
expected, reserves may be set at reduced levels from the beginning of the claim to more
accurately
reflect
the
life
of
the
claim
under
the
OUR
System.
4. Additional known benefits of the OUR System include:
•
•
•
•
•
•

Enables medical providers to quickly assess feasibility and suitability of Bridge Assignments.
Provides employers with additional productivity.
Reduces the recovery period and minimizes the risk of re-injury.
Improves settlement posture on long term cases.
Discourages fraud.
Historically has led to a reduction in workers’ compensation claims.
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OUR System Guarantee
NPA guarantees that the workers’ compensation savings will be greater than the fee paid as agreed
upon above, by the end of one year of full and conscientious use of OUR System RTW Services. This
guarantee shall be in effect only when in accordance with stipulations describing the documentation
and monitoring of avoided costs and other savings. The stipulations are as follows:
For the purpose of this evaluation audit, PARSAC shall make available to NPA the most
current OSHA log and loss-run data. The calculations of savings will be based upon any
mutually agreed upon measurement technique by NPA and PARSAC. Failure to realize said
savings will cause NPA to reimburse PARSAC the amount of documented shortfall within 60
days of the audit.
If the OUR System program is not used as designed and if NPA is not consulted when problems
arise, then the above stated guarantee will be null and void.
Next Steps
NPA appreciates the opportunity to create this proposal and to assist in your cost-savings efforts. I
will contact you within the next week to review the proposal and discuss our next steps. In the
meantime, please feel free to contact any of our client references listed in Appendix A to discuss their
experiences with the OUR System. If you have any questions or comments, please do not hesitate
to contact me at 1-800-497-1368. We look forward to working with you!
Sincerely,
Norman Peterson, President
Norman Peterson & Associates

Appendices
• Client References
• Sample Reports
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APPENDIX A

NPA Client References
Barbara Esquivel, Workers’ Compensation Claims Manager
Municipal Pooling Authority (MPA)
119 San Miguel Drive, Suite 200
Walnut Creek, CA 94596
925-482-0010
besquivel@mpa-nc.com
Norman Lefmann, Assistant Executive Officer
California Joint Powers Insurance Authority (CJPIA)
8081 Moody Street
La Palma, CA 90623
562-467-8724
nlefmann@cjpia.org

Appendix B

Client Report SEP 1,2018 through OCT 15,2018
Demonstration Inc.
Dept 1

Department:
Claimant Name

Date of Injury Referral Date Initial RTW

End RTW

Days in RTW

07/05/18

103

Case Status

Ankleton, Allen

06/27/18

07/05/18

Clavical, Clare

09/20/18

09/20/18

Pedi, Patty

04/12/18

04/13/18

Rotator, Ron

06/23/18

06/25/18

0

Closed - U&C

Strain, Stella

07/13/18

07/16/18

0

Not Working

Todian, Gus

08/20/18

08/22/18

09/07/18

39

Working Modified

Trunkle, Trevor

06/13/18

06/12/18

06/13/18

34

Closed - U&C

0
04/24/18

205

07/16/18

Working Modified
Unknown
Working Modified

Dept 2

Department:
Claimant Name

Date of Injury Referral Date Initial RTW

Armenous, Hammer

05/09/18

05/10/18

05/17/18

Backhurts, Bobby

07/17/18

07/24/18

Carpal, Tina

06/21/18

Copper, Johnny

End RTW

Days in RTW

09/20/18

Case Status

127

Not Working

07/20/18

88

Working Modified

06/21/18

06/25/18

109

Working Modified

08/23/18

08/23/18

08/30/18

09/12/18

14

Closed - U&C

Fracture, Fiona

06/19/18

07/03/18

07/10/18

09/03/18

56

Closed - U&C

Laceration, Larry

10/09/18

10/03/18

0

Unknown

Lumbar, Leon

09/10/18

09/11/18

0

Unknown

Reid, Brian

07/19/18

07/19/18

47

Working Modified

Vertebrae, Vincent

09/10/18

09/11/18

0

Unknown

08/30/18

Total Claims:

Run: 10/22/18

2:19PM

16
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Full Status Report - 09/01/18 - 10/15/18
Demonstration Inc.
Client:
Department: Dept 2
Location:
Working Modified

Status:
Claimant:
Claim #:
Date of Injury:
Date of Referral:
Re-Open Date:
Status:
Injury:
Next Office Visit:
Placement History

Carpal, Tina
20182345678
06/21/18
06/21/18
Working Modified
Wrist - Both

Job Title:
Contact:
Doctor:
Clinic:
Examiner:
RTW Specialist:
Max Mod Notify:
Approved RTW

Adminstrative Assistant
Supervisor, Sergio
Doctor, Doctor
[No Clinic]
Xaminer, Elaine
Sarah Morris-Peterson

Actual RTW

A-16 - Information Desk

06/23/18

06/25/18

No lift/push/pull over 5lbs.; Take 10 minute breaks every hour

09/03/18

09/03/18

End RTW

Days In RTW

08/29/18

66
43
109

Date
09/12/18

Activity
EE was placed off work for two days during her last appointment with the doctor on 08/30/18 then resumed modified duty until
her next appointment scheduled for 10/04/18. Due to this, I will be submitting a request for an estimated MMI or full duty date
for the doctor to provide in the near future.

Run: 10/22/18

2:14PM
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TTD Savings Report 1/01/2018 - 9/30/2018
Client: Demonstration Inc.
Dept 1

Department:
Claimant Name

Claim Number

TTD Rate

Days in RTW

TTD Savings

Ankleton, Allen

20180000444

$645.00

88

$8,108.57

Pedi, Patty

20180001234

$858.00

190

$23,288.57

Rotator, Ron

20180002345

$990.00

0

$0.00

Strain, Stella

20180000222

$745.00

0

$0.00

Todian, Gus

20182220820

$458.34

24

$1,571.45

Trunkle, Trevor

20180003456

$589.00

34

$2,860.86

336

$35,829.45

Department Totals

6 Claims
4 Claims worked modified duty

Dept 2

Department:
Claimant Name

Claim Number

TTD Rate

Days in RTW

TTD Savings

Armenous, Hammer

20181234567

$1,215.27

127

$22,048.47

Backhurts, Bobby

20181110717

$747.78

73

$7,798.28

Carpal, Tina

20182345678

$756.00

94

$10,152.00

Copper, Johnny

20180000823

$1,079.77

14

$2,159.54

Fracture, Fiona

20180000222

$775.00

56

$6,200.00

Keds, Kenny

20183456789

$656.55

0

$0.00

Meniscus, Mary

20180000333

$1,000.00

0

$0.00

Reid, Brian

20180009999

$1,215.27

32

$5,555.52

Toes, Thomas

20180000111

$550.00

0

$0.00

Run: 10/22/18

Department Totals

9 Claims
6 Claims worked modified duty

396

$53,913.81

Report Totals

15 Claims
10 Claims worked modified duty

732

$89,743.26

3:02PM
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THE OUR SYSTEM, A PROACTIVE
RETURN-TO-WORK PROGRAM

Return-to-Work Specialists
Norman Peterson & Associates (NPA)
◦ Return-to-Work firm since 1985
◦ Over 2,000 clients throughout all 50 states
◦ Extensive experience with Public Agencies
◦ Copyrighted RTW Program – The OUR System®
◦ Learn more at www.ReturnToWork.com

“Patients with extended disability often become
depressed and show decreased motivation, and their
medical outcomes are usually worse than those of
patients who participate in early return-to-work programs.”
- Melhorn., M. (10/2000), Journal of Bone & Joint Surgery

The OUR System is…
®

A COLLABORATIVE development process
A PRO-ACTIVE disability management tool
Raises overall PRODUCTIVITY
Facilitates COMMUNICATION between all parties: employer,
employee, physicians and third party administrators (TPA’s)
Dramatically decreases COST of on-the-job injuries

OUR System®
Benefits
Injured workers are back to work quickly.
Injured workers benefit from on-the-job work
hardening and faster recovery as provided by
Bridge Assignments (temporary modified duty
assignments).
Medical and workers’ compensation costs are
reduced.
Fraud is discouraged.
Saves your organization time and money. No
upfront fees for employers – we bill to the file!
Lays foundation for ADA and FEHA compliance.

What We Know
Injury by body part.
Physical capacities of the injured
workers.
Work that needs to be done.
Physical capacities of the work that
needs to be done.

BRIDGE ASSIGNMENTS
Productive temporary transitional work assignments
developed from:
Wish Lists from participants
On-site interviews
NPA’s databank
Plotted by physical demands on a matrix

Wish List
Tasks that need more
attention
Tasks that would help others
do a better job
Tasks that are only needed
sometimes
Tasks that others would rather
not do

Selection Criteria
Physical capacities.
Worker’s skills, aptitudes & abilities.
Organization’s needs.

OUR System®
Return-to-Work Services
Your Return-to-Work Specialist will:
Contact supervisor upon notification of injury.
Submit Bridge Assignment to physician.
Inform supervisor of physician approval of mod duties.
Closely monitor the injured worker’s RTW progress by
maintaining contact with the physician and supervisor.
Record all RTW activities and track the days in modified
duty via our BridgIT software.
Follow claim until resolution or U & C.

Additionally we provide:
Monthly reports documenting status of each injured worker
currently in OUR System®.
Quarterly and annual RTW analysis, including TTD savings,
NPA fees, and other pertinent data.
Evaluation of Bridge Assignments for relevance. New ones
written as needed.

Sample Monthly Client Report

Sample Full Status Report

Sample TTD Savings Report

NPA Clients
Alliance of Schools for Cooperative Insurance Programs
(ASCIP), California Joint Powers Insurance Authority (CJPIA),
Contra Costa County, City of Hayward, City of Monterey, City
of Oakland, City of San Leandro, California Schools Risk
Management (CSRM), Lake County, Merced County,
Monterey County, Municipal Pooling Authority (MPA),
Oakland Unified School District, Pasadena Unified School
District, Schools Insurance Group (SIG), City of South San
Francisco, Ventura Unified School District and many more.

Potential Savings
Example for a Medium JPA
JPA for Cities
Annual RTW Savings Analysis
$1,400,000
$1,200,000
$1,000,000
$800,000
$600,000
$400,000
$200,000
$0
TTD Savings
Fees Paid

Year 1
$488,195
$68,800

Year 2
$1,148,751
$87,600

Year 3
$937,938
$86,400

Year 4
$551,797
$94,400

Claim Counts & Modified Duty Rate
Example for a Medium JPA
JPA for Cities
Claim Counts & Modified Duty Rate
250

100%
90%

200

80%

Claims

70%
150

60%
50%

100

40%
30%

50

20%
10%

0
Total Claims
Working Mod Duty
Mod Duty Rate

Year 1
118
65
55%

Year 2
186
130
70%

Year 3
181
107
59%

Year 4
202
122
60%

0%

Cost Estimate for NPA
RTW Services for PARSAC

TOTAL ESTIMATED
ANNUAL COST =
$76,000*

TOTAL ESTIMATED
SAVINGS = $420,000

5:1 RETURN ON
INVESTMENT

Our Projected Savings for
PARSAC
PARSAC Projected WC Costs
* Assuming the OUR System® is implemented by Summer 2020

$3,500,000

WC Costs

$3,000,000
$2,500,000
$2,000,000
$1,500,000
$1,000,000
$500,000
$Avg

2019/20*

2021/21

Fiscal Years

2022/23

2023/24
Without OUR System®
With OUR System®

The OUR System® Guarantee
We guarantee recovery of all fees paid in measurable
savings in the first year of implementation or we will
refund the difference between your savings and
our fee.
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OPERATIONAL BEST PRACTICES
Wildfire Smoke Protection Program
SUMMARY: On July 18, 2019 Cal/OSHA adopted an emergency standard created to
protect outdoor workers from exposure to hazardous wildfire smoke. The new standard
requires that employers check the Air Quality Index (AQI) forecasts for PM2.5, and when
AQI for PM2.5 levels exceed 150, provide employees with respirators for voluntary use.
Staff has developed a written Wildfire Smoke Protection Program and Quick Sheet and
requests approval for the program to be adopted as a PARSAC Operational Best Practice.
RECOMMENDATION: Ratify
DISCUSSION: In response to the dangerous levels of air quality after the 2018 California
wildfires, Cal/OSHA issued a regulation addressing the potential harm posed to outdoor
workers by wildfire smoke. The principal harmful pollutant of concern for persons not in
close proximity to the flames is particulate matter with an aerodynamic diameter of 2.5
micrometers or smaller, also known as PM2.5. These small particles pose the greatest risk
because they penetrate deep into the lungs and can enter the bloodstream. The health effects
include an increase in local lung and systemic inflammation, acute and chronic
cardiovascular effects, and acute and chronic respiratory effects.
The new standard outlines the minimum requirements of employers to protect employees
from wildfire smoke. The provisions state employers must:
•

Check AQI forecasts and the current AQI for PM2.5 from any of these sources:
U.S. EPA AirNow website, U.S. Forest Service Wildland Air Quality Response
Program website, California Air Resources Board website, local air pollution
control district website, or local air quality management district website. The
monitoring station closest to the worksite should be used; or

•

Measure PM2.5 levels at the worksite and convert the PM2.5 levels to the
corresponding AQI in accordance with Appendix A of the sample program.

•

Provide employees with proper respirators for voluntary use when AQI for PM2.5
is 151 or greater.

•

Provide employees with effective training and instruction on the health effects of
wildfire smoke, their right to obtain medical treatment without fear of reprisal, the
importance of using a respirator when exposed, and how to properly put on, use
and maintain respirators. Further details regarding training for employees is
outlined in Appendix B of the enclosed sample policy.
Page 1 of 2
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FISCAL IMPLICATION: Implementation of risk management standards will increase
member awareness of hazards, reduce exposures and ultimately lower the members’ and
pool’s claim costs.
ATTACHMENT: Wildfire Smoke Protection Program and Quick Sheet
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PARSAC Quick Sheet

Protecting Employees
from Wildfire Smoke
Why is Wildfire Smoke Harmful? The main harmful pollutant for people is particulate matter (PM), tiny particles suspended in the air. The greatest hazard comes from breathing the fine particles in
the air, which can reduce lung function, worsen asthma and other existing heart and lung conditions, and
cause coughing, wheezing and difficulty breathing.

If the work area has a current air quality index (AQI) for PM 2.5 of 150 or more,
Cal/OSHA’s emergency regulation requires employers to take several actions:
1. Find out what the current AQI is for the
location of employees
Various government agencies monitor the air at locations
throughout California and report the current AQI for those
places. The easiest place to find the current and forecasted AQI for PM 2.5 is at www.airnow.gov and enter the
zip code.

4. Provide Respirators
If outside air is 150 or above,
employers must provide filtering
facepiece respirators to employees for voluntary use.
These respirators do not require a fit test or medical evaluation.
To filter out particles, respirators
must be labeled N-95, N-99, N100, R-95, P-99, or P-100 and
must be labeled as approved by
the U.S National Institute for Occupational Safety and Health (NIOSH).

5. Provide training to employees on:
•
•
•
•
•

2. If AQI is above 150, lower employee
exposures by:
•
•

•
•
•
•

Locating work in enclosed structures or vehicles
Moving workers to a place with a lower AQI
Reducing work time in areas with unfiltered air
Increasing rest time and frequency
Providing a rest area with filtered air
Reducing physical intensity of work to help lower
breathing and heart rate

3. Communication System
Establish and implement a system for communicating
with employees to notify them of PM2.5 levels; protective measures that will be available, the changes in conditions that lead to worsening in air quality along with the
health effects resulting from exposure.

•
•
•

Health effects of wildfire smoke
Employer’s communication system
Right to obtain medical treatment
How employees can check AQI
Requirements of OSHA regulation
Employer’s methods to protect employees
Benefits and importance of using respirator and
how to properly use and maintain respirators
Emergency evacuation actions to take if needed
The regulation can be found at
https://www.dir.ca.gov/dosh/doshreg/
Protection-from-Wildfire-Smoke/DiscussionDraft-plus-Appendices-2019-05-08.pdf
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OPERATIONAL BEST PRACTICES
Injury and Illness Prevention Program Update
SUMMARY: Staff reviewed and updated the Injury and Illness Prevention Program (IIPP)
template to better meet the needs of PARSAC members. As part of the revision, staff
created both large and short form versions of the IIPP, as well as an employee general
safety training workbook. Staff will be converting the workbook into an online training
video to be hosted on PARSAC TV.
RECOMMENDATION: Ratify
DISCUSSION: Title 8, Section 3203 of California Code of Regulations require all
employers to establish and implement a written Injury and Illness Prevention Program
(IIPP) which outlines the responsibilities, policies and procedures for the organization’s
health and safety program. An IIPP must:
•
•
•
•
•
•
•

Be in writing
Identify the person with authority and responsibility for implementing the program
Provide a means for identifying job safety and health hazards
Establish routine documented inspections and describe corrective steps taken to
eliminate any hazards discovered
Document training of new and current employees in general safe work practices
and specific hazards related to their job assignment
Provide a method for assuring compliance with safety requirements
Describe a system for communicating with employees on safety and health matters

To assist members in providing a safe and healthful workplace, PARSAC has developed
model IIPPs that contain the key components necessary to develop the eight essential
elements of a safety program, including: a sample policy statement, assignment of
responsibilities, procedures for establishing safety committee meetings, accident
investigation protocol, and employee training. As part of the revision, staff created both
large and short form versions of the IIPP, as well as an employee general safety training
workbook. While both IIPP versions meet Cal/OSHA requirements, the long form is also
intended to be a “How to” guide and provides instructions on how to implement various
elements of the IIPP. As some members have not documented employee training on their
IIPP, Staff also created a General Safety Polices and Rule Workbook that meets Cal/OSHA
training requirements and establishes written safety rules. Staff will be converting the
workbook into an online training video to be hosted on PARSAC TV.
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FISCAL IMPLICATIONS: Implementation of risk management standards will increase
member awareness of hazards, reduce exposures and ultimately lower the members’ and
pool’s claim costs.
ATTACHMENTS: IIPP Templates and General Safety Training Workbook
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[Entity Name]

Disclaimer: This program is based on information that is considered reliable, but we cannot ensure its
effectiveness or that all potential hazards are addressed. This program does not ensure compliance with
federal, state, or local regulations. Your use of this program is not a guarantee that losses will be
prevented or reduced, nor is this program a substitute for your responsibility to administer your safety
program.

SAFETY POLICY
STATEMENT
It is the intention of the [Insert Entity Name] to develop, implement, and administer a
comprehensive risk management, safety, and risk control program. The [City/Town]
maintains that our employees and the general public are our most important assets.
Therefore, public and employee safety is our greatest responsibility. In all of our
assignments, the health and safety of all and the protection of the environment should be
the utmost consideration. Employees at all levels of the work force are directed to make
safety and health a matter of continuing concern, equal in importance with all other
operational considerations. This program is established to emphasize that effective risk
management, safety, and risk control are an integral part of management procedures
designed to maximize the [City/Town]'s capital and personnel. Although profit is not the
goal of municipal operations, the same efficiency that is demonstrated in for-profit
organizations is desired to ensure that the [City/Town] can provide services and
maximum the use of each available tax dollar.
Within the operational activities of any endeavor, there may be exposure to personal
injury, personal illness, or property damage that may be unintentionally hidden. Reviews
of operations should include consideration of problems and/or errors that could occur as
it relates to the environment, equipment, job procedures, and personnel. Accidents are
unplanned events, and most are preventable. Proper planning can control accidents. All
employees are directed to initiate such pre-planning as is necessary to minimize unsafe
acts, contain environmental hazards, and control unsafe conditions.
Continual emphasis on risk management, risk control techniques, the refinement of work
procedures, and safer working conditions has been shown to significantly reduce injuries,
property damage, and work interruption. Every employee is charged with the
responsibility of supporting and cooperating with the risk management policies and the
risk control programs. All employees are expected, as a condition of employment, to
adopt the concept that the safer way to perform a task is the most efficient and the only
acceptable way to perform it. Safety adherence and performance will be considered an
important measure of the [City/Town]’s supervisory and employee performance
evaluations.

____________________________
City Manager

The [City/Town] has established and implemented and is maintaining this written Injury
and Illness Prevention Program (IIPP). This program has been established in accordance
with Title 8, California Code of Regulations, Section 3203 of the General Industry Safety
Orders. Our safety and health program includes the following elements:
•

Management commitment/assignment of responsibilities;

•

System for ensuring employee compliance with safe work practices;

•

Safety communications system with employees;

•

Scheduled inspections/evaluation system;

•

Accident investigation;

•

Procedures for correcting unsafe/unhealthy conditions;

•

Safety and health training and instruction; and

•

Record keeping and documentation.
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Section 1 - Safety Program Responsibility
The [City/Town] is committed to maintaining a safe and healthy working environment.
To achieve this goal, we have implemented this comprehensive IIPP. This program is
designed to prevent injuries, accidents, and illnesses in the workplace.
We recognize that the responsibility for safety and health is shared:
•

The employer accepts responsibility for leadership of the safety and health
program, for its effectiveness and improvement, and for providing the
safeguards required to ensure safe conditions.

•

Supervisors are responsible for developing proper attitudes toward safety and
health in themselves and in those they supervise and for ensuring that all
operations are performed with the utmost regard for the safety and health of all
personnel involved, including themselves.

•

Employees are responsible for cooperating with all aspects of the safety and
health program – including compliance with all rules and regulations – and for
continuously practicing safety while performing their duties.

Every person is held accountable for his/her assigned responsibilities and his/her
actions/inactions. Performance reviews are used to evaluate active participation in the
safety and health program.
Persons with authority and/or responsibility for implementing the IIPP are:
Title: Employee
Description of Authority and Responsibility: Responsibility for working safely is
assigned to employees at every level.
Title: Division Manager/Supervisor
Description of Authority and Responsibility: Implementation of the IIPP, employee
safety training, safety inspections, accident investigation, and hazard correction.
Title: Department Director/Department Head
Description of Authority and Responsibility: General authority and supervision of the
IIPP, employee safety training, safety inspections, accident investigation, and hazard
correction.
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Title: Risk Manager
Description of Authority and Responsibility: General oversight of the IIPP,
participation in safety program activities, and provide assistance to management to help
ensure implementation of the IIPP throughout the [City/Town].
Title: City/Town Manager
Description of Authority and Responsibility: General oversight of the IIPP and
holding [City/Town] management accountable for the implementation of the IIPP
throughout the [City/Town].
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SAFETY RESPONSIBILITIES
Employee
Employees are responsible for knowing and following all written and verbal safety
policies and procedures and shall:
1. Report all work-related injuries immediately to their supervisor, no matter how
minor.
2. Perform duties using safe work practices.
3. Report unsafe conditions, equipment, and work site and other hazards to their
supervisor.
4. Report equipment failures immediately to their supervisor.
5. Only perform tasks that they are trained and authorized to perform.
6. Use supplied safety gear and personal protective equipment as required by position
and task being performed.
7. Actively contribute to the success of the overall safety program by providing ideas
and suggestions to help prevent accidents and injuries.
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SAFETY RESPONSIBILITIES
Division Manager/Supervisor
The Division Manager/Supervisor has the most influence and control over his/her
employees’ attitudes and work habits. A Division Manager/Supervisor is also the person
most familiar with the day-to-day operations, conditions, and work environment in the
Department and is, therefore, in the best position to prevent accidents. Every Division
Manager/Supervisor has the following responsibilities for accident control:
1. Perform daily inspections of the work area to detect hazardous conditions and unsafe
work practices.
2. Enforce all safety rules and safe work procedures in a consistent manner.
3. Ensure that every employee in the Department is properly trained in the operation of
equipment and safe work methods.
4. Investigate all injuries, illnesses, and near-miss accidents to determine the cause and
to prevent reoccurrence.
5. Ensure all tools and equipment used in the Department are safe and, if a hazard exists,
initiate action to have the condition corrected or repairs made.
6. Ensure that the Department is maintained in an orderly manner in accordance with the
[City/Town]’s standards on housekeeping and sanitation.
7. Establish a strong safety attitude among employees and a clear-cut understanding of
specific duties and responsibilities.
8. Actively participate in safety meetings and lend support to promotional activities.
9. Notify the Department Director/Department Head immediately whenever a lost-time
injury occurs.
10. Ensure that adequate personal protective equipment is provided and being used by
employees.
11. Provide positive reinforcement for employees who are observed following proper
safety procedures.
12. Set an example for coworkers by observing safe work practices at all times.
13. Assist the Department Director/Department Head in arranging light-duty assignments
for injured workers.
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SAFETY RESPONSIBILITES

Department Director/Department Head
The Department Director/Department Head is responsible for carrying out the IIPP at
each facility. Management performance, with respect to safety, will be evaluated the
completion of prescribed safety activities. The Department Director/Department Head is
responsible for the following duties:
1. Support a positive safety culture.
2. Ensure that all employees throughout his/her Department receive safety training in
job hazards and safe work practices.
3. Provide the purchase of necessary safety and/or ergonomic equipment.
4. Hold safety meetings periodically with representatives from each division.
5. Ensure that periodic, scheduled safety inspections of the premises and evaluations of
work practices are conducted.
6. Review all occupational injuries and illnesses occurring in the Department.
7. Correct hazardous conditions and unsafe work practices in a timely manner.
8. Enforce safety rules and safe work practices, using discipline as required.
9. Ensure return-to-work accommodations are reviewed and implemented for all
occupational injuries and illnesses.
10. Make weekly “care calls” to injured employees who are not able to return to work
due to workplace disability.
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SAFETY RESPONSIBILITES
Risk Manager
An important part of the Risk Manager’s job responsibilities is the prevention of
occupational injuries and illnesses. The Risk Manager must oversee and participate in all
areas of the [City/Town]’s safety program to ensure each department/division operates in
a safe and healthful manner. The Risk Manager has the following responsibilities:
1. Monitor that Department Directors/Department Heads support and carry out the
following safety activities as required:
a.
b.
c.
d.
e.
f.
g.
h.

Safety Meetings
Safety Training
Accident Investigation
Safety Inspections
Hazard Correction
Employee Care Calls
Return-to-Work
Safety Program Promotion

2. Assist the Department/Division management in correcting safety hazards that are
reported by employees or outside representatives.
3. Personally review all accident reports to ensure follow-up, as needed.
4. Maintain accident reporting forms for reporting employee accidents.
5. See that copies of all accident reports and Cal/OSHA log and summary forms are kept
on file to comply with Cal/OSHA.
6. Assist with periodic inspections of City operations, including identifying safety and
health hazards, and discuss the results of these inspections in the safety meeting.
7. Work with Division Managers/Supervisors to maintain safe conditions and ensure
that safe work practices are followed.
8. Ensure programs and procedures are developed that address safety training in job
hazards and safe work practices.
9. Provide information to employees regarding reporting and medical treatment
procedures for on-the-job injuries.
10. Oversee implementation of [City/Town]-sponsored programs to promote safety
awareness and reduce accidents.
11. Review safety inspection checklists to ensure that periodic inspections are being
performed.
12. Ensure employees are provided with safety training and have completed the
prescribed safety training for their position.
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SAFETY RESPONSIBILITES
City Manager
It is the responsibility of the [City/Town] Manager to provide general oversight and
guidance to Department/Division management in promoting accident prevention and
holding management accountable for implementing the details of the IIPP.
1. Include safety performance as a regular part of discussions held with Department
Directors/Department Heads and Division Managers/Supervisors.
2. Be observant during Department/Division visits for unsafe work practices and
conditions that could cause injury or property damage.
3. Review injury data with each Department Director/Department Head and set
goals for safety performance.
4. Attend Department/Division safety meetings, on occasion, to demonstrate
management support of the safety program.
5. Ensure safety rules and safe work practices are being enforced in a consistent
manner by Department/Division management.
6. Support Department/Division
recognition programs.

safety

promotional

campaigns

and

safety
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Section 2 - Safety Rules and Codes of Safe Work Practices
General Safety Rules
1.

Report all on-the-job injuries immediately to the person in charge. Get any needed
first aid right away.

2.

Throwing objects or general horseplay is strictly prohibited.

3.

Use a step stool or a ladder to reach high places. Never stand on boxes, chairs,
shelves, carts, or any other item not intended for this purpose.

4.

Do not load carts higher than shoulder level. You should always be able to see
over the top so that you do not run into anyone or anything.

5.

When possible, avoid storing heavy items on shelves above shoulder level or
below knee level.

6.

Always dry your hands before operating any electrical appliance.

7.

Know and follow instructions when using or handling cleaning and sanitizing
products.

8.

When passing objects to another person, always hand them; never throw them.

9.

Lift the right way to avoid strains. Keep your back straight and chin up, bend
your knees, and use your legs for power. Obtain assistance with heavy or bulky
objects.

10.

Keep work and storage areas organized and free of clutter.

11.

Before using a ladder, make certain that the legs are fully opened and the
spreaders are locked.

12.

Ensure that all overhead storage is secure and will not fall.

13.

Do not obstruct aisles, stairs, emergency exits, fire extinguishers, or electrical
panels with supplies or equipment.
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Use of Tools and Equipment
1.

Never operate or repair any equipment unless you are authorized and trained to do
so.

2.

Employees under 18 years of age are prohibited from operating, adjusting,
repairing, or cleaning any power-driven equipment.

3.

Stop machinery and disconnect the power supply before cleaning or making any
adjustments or repairs.

4.

Do not wear anything that dangles from or is loose on the body such as jewelry or
loose clothing and secure long hair to prevent yourself from becoming snagged or
caught on moving equipment.

5.

It is strictly forbidden to remove or make inoperative any safety guard or switch.

6.

Make certain all power equipment and tools are properly grounded.

7.

Use only heavy-duty, grounded extension cords for appliances and equipment.
Extension cords are for temporary use, not permanent situations.
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Fire Prevention
1.

Never block access to any fire extinguisher. Coats or other material should not be
hung on fire extinguishers.

2.

Keep the area around sprinkler control valves and risers clear of storage and
obstructions at all times.

3.

Emergency exit doors must not be blocked, either from the inside or the outside.

4.

At least 18 inches of clearance must be maintained below fire sprinkler heads so
that water flow is not obstructed.

5.

Smoking is prohibited inside any of the premises and outside where clearly
marked by signs.

6.

Misuse of portable fire extinguishers is strictly prohibited. Extinguishers are to be
kept ready for use in an emergency.

7.

Notify your supervisor of any fire extinguisher that needs to be serviced or
recharged.

8.

Flammable liquids (paint, solvents, cleaning fluids, etc.) should not be stored near
a battery charger.

9.

Quick burning and combustible materials should not be stored in compressor
rooms, electrical rooms, or within three feet of water heaters.

10.

Clean up all spills of flammable liquids immediately.

11.

Do not let trash and waste materials accumulate in aisles, around motors, or in
storage areas.

12.

Make sure that electrical wiring is in good condition and do not overload
electrical equipment.
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Fire Extinguisher Instructions
If you detect smoke or fire, no matter how small it may appear to be, you are to notify
your manager or the person in charge immediately. If you are the first person on the
scene of a fire, call 911. If the fire is at the incipient stage and you are properly trained,
you may attempt to put it out using a proper extinguisher. If the fire cannot be controlled,
follow the instructions of the person in charge and evacuate the building through the
nearest exit door and meet at the pre-determined evacuation assembly area for a
headcount.
In the event of a small incipient stage fire, you may be able to control the spread of the
fire by using a handheld fire extinguisher. Knowing how to use the extinguisher before a
fire occurs is important for your safety.
When using a fire extinguisher, first ensure it is the correct type of extinguisher for the
type of fire. By remembering the mnemonic “P.A.S.S.”, you will be able to operate the
fire extinguisher.

Pull the pin to unlock the handle.
Aim the extinguisher at the base of the fire.
Squeeze the handle to discharge the extinguisher.
Sweep the discharge nozzle from side to side to cover the burning area.
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Lifting Techniques
You can avoid back pain by using correct body movements when you lift. The following
techniques are to be practiced when lifting objects while at work:
1.

Stand as close to the load as possible and have secure footing.

2.

Position your feet shoulder-width apart, with one foot slightly in front of the
other.

3.

Squat down to the load. Bend your knees, not your waist. Make sure you have a
good hold on the load.

4.

Breathe in and tighten your stomach muscles as you grasp the load securely.
Abdominal muscles support your spine when you lift.

5.

Stay in a comfortable position, maintaining the normal curve of the low back.

6.

Keep your eyes forward and your head and chin up as you lift.

7.

Lift with your legs slowly straightening the knees and hips. Use your leg muscles
to do the lifting.

8.

Lift smoothly and keep the load close to your body. Do not jerk or twist. To
avoid twisting, move your feet in the direction you want to travel.

Safe Lifting Tips
Here are some tips that will not only lessen the risk of injury but will improve your work
performance as well.
•

Store heavy items between your shoulder level and knee level whenever
possible.

•

If the load is too bulky or heavy for you to lift alone, get help.

•

Size up the load and check for obstacles in your pathway before you lift.

•

Get a firm grip on the object before you lift.

•

Use a step stool or ladder rather than hoisting heavy objects over your head.

•

Keep the load as close to your chest as possible. Remember, the farther away
an object is from your body, the more stress is placed on your back.
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Material Handling and Storage Guidelines
1.

When using carts and racks, push the cart or rack, do not pull it. Pushing lets your
leg muscles do the work instead of your back and uses your own body weight to
your advantage.

2.

Avoid twisting when loading or unloading a cart. Remember to pivot your feet in
the direction you need to carry the item.

3.

Never hesitate to ask for help when lifting heavy or bulky objects.

4.

To reduce awkward lifting positions, avoid stacking materials in confined and
restricted spaces.
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City Vehicles
1.

Do not operate a City vehicle unless authorized by your supervisor. Operators
must have a valid driver’s license.

2.

It is the operator’s responsibility to be familiar with operation of the assigned
vehicle.

3.

Every vehicle operator will be required to wear a seat belt and to ensure that
passengers are properly seated and wearing seat belts.

4.

Every vehicle operator must obey traffic laws and practice defensive driving.

5.

Loads carried by [City/Town] vehicles will be properly piled and secured to
prevent shifting or falling.

6.

Adjust side and rear view mirrors, seats, and other features such as tilt steering
wheel prior to moving the vehicle.

7.

Do not operate the vehicle if problems are detected with key vehicle systems such
as brakes, steering, lights, wipers, wheels, and tires. Report any problems to your
supervisor.
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Code of Safe Work Practices: Office - Clerical/Administrative/Management
Prepared By: [NAME OF PREPARER]
The [City/Town]’s IIPP requires employees in this designated job safety class to abide by
the following safe practices:
1.

Report all unsafe conditions and equipment to the Division Manager/Supervisor,
Department Director/Department Head, Risk Manager, and/or City Manager.

2.

Report all accidents, illnesses, and injuries to the Division Manager/Supervisor,
Department Director/Department Head, Risk Manager, and/or City Manager.

3.

In the event of fire, sound the alarm and evacuate along established escape routes.

4.

Upon hearing a fire alarm, stop work and proceed to the nearest clear emergency
exit. Gather at the designated evacuation assembly area for a headcount.

5.

Only trained employees may attempt to respond to an incipient stage fire or other
emergency.

6.

All routes of egress, such as stairways, aisles, and emergency doors, shall be kept
clear of items that can impair orderly evacuation.

7.

Materials, including flammables and combustibles, and equipment shall not be
stored under egress stairways or block doors, exits, or fire extinguisher locations.

8.

All spills shall be wiped up promptly, using appropriate materials.

9.

Work areas shall be kept free of debris, and trash shall be placed in appropriate
receptacles.

10.

Maintain adequate aisle space. Storage of materials on the floor shall be avoided.

11.

Open file cabinet drawers one at a time and close when work is finished.

12.

Use proper lifting and carrying techniques and appropriate equipment.

13.

Plug all electrical equipment into appropriate wall receptacles or into an extension
of only one cord of similar size and capacity. Three-pronged plugs should be used
to ensure continuity of ground.

14.

Take care to properly secure electric cables and cords to avoid trips and falls.
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Code of Safe Work Practices: Office - Clerical/Administrative/Management
15.

Inspect electrical appliances, such as coffee pots and microwaves, regularly to
replace worn or fraying cords. All equipment such as fans, paper cutters, and
shredders shall be properly guarded to prevent cuts and abrasions.

16.

Horseplay and other acts that tend to place individuals at risk or affect the safety
and well-being of the individual or others in the workplace are strictly prohibited.

17.

Use of ladders shall comply with all safety instructions and design specifications
of the equipment, such as proper placement, secure support, adequate weight
rating, allowable height, and appropriate working conditions.

18.

The use of alcohol or illegal drugs is not allowed in the workplace. Prescription
drugs or over-the-counter drugs may adversely affect an employee's safety,
health, or behavior and should only be taken as directed.

19.

Adjust computer workstations, including monitors, chairs, and keyboards as
appropriate, for employee comfort and to reduce physical strain and unnecessary
exertions.

20.

Computer monitor background and screen lighting should be compatible.

21.

Use rest periods provided to relax eyes and body to prevent conditions associated
with intensive computer use.

22.

Maintain direct access to fire fighting equipment.

23.

Label all chemical containers as to their contents.

24.

Store files, materials, and supplies in such a manner to prevent damage to the
articles or injury to personnel when they are moved.

25.

Weapons are not permitted in the work environment except when required by the
job.

26.

Use equipment such as scissors and staplers for their intended purposes only and
should not be misused as hammers, pry bars, screwdrivers, etc. Misuse can cause
damage to the equipment and possible injury to the user.
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Code of Safe Work Practices: Field Operations
Prepared By: [NAME OF PREPARER]
The [City/Town]’s IIPP requires employees in this designated job safety class to abide by
the following safe practices:
1.

When conducting office activities, follow the Code of Safe Practices for Office Clerical/Administrative/Management.

2.

Report all unsafe conditions and equipment to the Division Manager/Supervisor,
Department Director/Department Head, Risk Manager, and/or City/Town
Manager.

3.

Report all accidents, illnesses, and injuries to the Division Manager/Supervisor,
Department Director/Department Head, Risk Manager, and/or City/Town
Manager.

4.

In the event of fire or other emergency, sound the alarm and evacuate along
established routes.

5.

Upon hearing a fire alarm, stop work and proceed to the nearest clear emergency
exit. Gather at the designated evacuation assembly area for a headcount.

6.

Only trained employees may attempt to respond to an incipient stage fire or other
emergency.

7.

All routes of egress shall remain unblocked, well lighted, and be kept clear of
items that can impair orderly evacuation.

8.

Work areas shall be kept free of debris, and trash shall be placed in appropriate
receptacles.

9.

Chemicals will be properly labeled and stored to prevent accidental misuse and
spills.

10.

All spills shall be cleaned up promptly, using appropriate materials.

11.

Waste materials, such as spilled chemicals, used oils and lubricants, and other
contaminated materials, will be labeled, inventoried, stored, and shipped for
disposal at authorized facilities following established safety practices and
regulatory requirements.

12.

Employees shall use hand carts and other mechanical material handling devices
for heavy loads.
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Code of Safe Work Practices: Field Operations
13.

Use proper lifting and carrying techniques and equipment. Do not attempt to carry
or move more than can be safely handled.

14.

All electrical equipment shall be plugged into appropriate ground fault circuit
interrupter receptacles.

15.

Care will be taken to properly secure electric cables and cords to avoid trips and
falls.

16.

Electrical tools, such as saws, drills, generators, and pumps, shall be inspected
regularly to ensure safe operation.

17.

All equipment shall be properly guarded to prevent cuts and abrasions.

18.

Horseplay and other acts that tend to place individuals at risk or affect the safety
and well-being of the individual or others in the workplace are strictly prohibited.

19.

Use of ladders shall comply with all safety instructions and design specifications
of the equipment, such as proper placement, secure support, adequate weight
rating, allowable height, and appropriate working condition. Metal ladders are not
permitted in areas near electrical sources.

20.

The use of alcohol or illegal drugs is not allowed in the workplace. Prescription
drugs or over-the-counter drugs may adversely affect an employee's safety,
health, or behavior and should be taken only as directed.

21.

Employees must wear a seat belt and shoulder harness while operating vehicles,
including cars, trucks, and field equipment. Observe proper speed limits and
practice defensive driving.

22.

Employees shall comply with proper confined space procedures.

23.

Employees shall wear proper protective equipment (including safety glasses, hard
hats, safety shoes, protective clothing, respirators, etc.) and abide by all health and
safety procedures.

24.

Employees shall be trained on the use and limitations of personal protective
equipment.

25.

Non-essential employees shall maintain a safe distance from field equipment.

26.

Before digging, a utilities locator must be contacted if underground utilities are
possible, and property owners will be asked to identify hidden utilities.
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Code of Safe Work Practices: Field Operations
27.

Cal/OSHA excavation safety standards shall be followed at all times.
a.
b.
c.
d.
e.

Walls of trenches and excavations must be shored, benched, or sloped to
avoid cave-ins. Workers may not enter a trench or excavation without
appropriate protective systems in place.
Spoils piles must be no closer than two feet from the edge of any
excavation.
A safe means of egress must be constructed every 25 feet of lateral travel
for trench excavations.
Excavations shall not be dug near building foundations, walls, or
sidewalks without using proper support systems.
Physical barriers shall be erected around excavations.

28.

Do not ride in heavy equipment buckets or other equipment not designed for this
purpose.

29.

Maintain safe operations around electrical sources and equipment.

30.

Employees working in hot environments shall drink plenty of fluids and take
frequent breaks to avoid heat stress.

31.

Employees working in cold environments shall wear appropriate clothing and
protective devices.

32.

Weapons are not permitted in the work environment except when required by the
job.

33.

All chemical containers shall be labeled to clearly identify the contents.

34.

Compressed gas cylinders shall not be stored in areas that are exposed to sources
of heat. Cylinders shall be secured at all times and valves properly covered and
protected.

35.

Do not eat, drink, smoke, chew tobacco or gum, or apply cosmetics in areas where
hazardous materials are present.

36.

Flammable liquids and gasoline shall be stored in appropriate containers.

37.

Inspect motorized vehicles and other mechanized equipment daily prior to use.

38.

Shut off engines, set brakes, and chock wheels prior to loading and unloading
vehicles.
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Code of Safe Work Practices: Equipment Mechanic
Prepared By: [NAME OF PREPARER]
The [City/Town]’s IIPP requires employees in this designated job safety class to abide by
the following safe practices:
1.

When conducting office activities, follow the Code of Safe Practices for Office Clerical/Administrative/Management.

2.

Report all unsafe conditions and equipment to the Division Manager/Supervisor,
Department Director/Department Head, Risk Manager, or City/Town Manager.

3.

Report all accidents, illnesses, and injuries to the Division Manager/Supervisor,
Department Director/Department Head, Risk Manager, or City/Town Manager.

4.

In the event of fire, sound the alarm and evacuate.

5.

Upon hearing a fire alarm, stop work and proceed to the nearest clear emergency
exit. Gather at the designated evacuation assembly area for a headcount.

6.

Only trained employees may attempt to respond to a fire or other emergency.

7.

All routes of egress, such as stairways, aisles, and emergency doors, shall be kept
clear of items that can impair orderly evacuation.

8.

Materials, including flammables and combustibles, and equipment shall not be
stored under egress stairways, block doors, exits, or fire extinguisher locations.

9.

Adequate aisle space shall be maintained, and storage of materials on the floor
shall be avoided.

10.

File cabinet drawers shall be opened one at a time and closed when work is
finished.

11.

Proper lifting and carrying techniques and equipment shall be used.

12.

All electrical equipment shall be plugged in appropriate wall receptacles or into
an extension of only one cord of similar size and capacity. Three-pronged plugs
should be used to ensure continuity of ground.

13.

Care shall be taken to properly secure electric cables and cords to avoid trips and
falls.

14.

Electrical appliances, such as coffee pots and microwaves, shall be inspected
regularly to replace worn or fraying cords.
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Code of Safe Work Practices: Equipment Mechanic
15.

All equipment, such as fans, saws, drills, and grinders, shall be properly guarded
to prevent cuts and abrasions.

16.

Horseplay and other acts that tend to place individuals at risk or affect the safety
and well-being of the individual or others in the workplace are strictly prohibited.

17.

Use of ladders shall comply with all safety instructions and design specifications
of the equipment, such as proper placement, secure support, adequate weight
rating, allowable height, and appropriate working condition. Metal ladders may
not be used near sources of electricity.

18.

The use of alcohol or illegal drugs is not allowed in the workplace. Prescription
drugs or over-the-counter drugs may adversely affect an employee's safety,
health, or behavior and should be taken only as directed.

19.

Use proper lockout and tagout procedures prior to performing maintenance on
equipment.

20.

Employees shall use proper techniques for glass cutting and disposal.

21.

Employees shall wear proper personal protective equipment (e.g., gloves, steeltoed shoes, and safety glasses/goggles) while working with tools and compressed
air equipment.

22.

Maintenance workers shall be familiar with and abide by the instructions and
recommendations contained in the material safety data sheets of all chemicals in
use.

23.

Emergency shower and eyewash stations will be inspected periodically to ensure
they are in proper working order.

24.

Be aware of surrounding area and assure proper footing to avoid trips and falls.

25.

Weapons are not permitted in the work environment except when required by the
job.

26.

All containers shall be labeled to clearly identify their contents.

27.

Compressed gas cylinders shall not be stored in areas that are exposed to sources
of heat. Cylinders shall be secured at all times and valves properly covered and
protected.

28.

Flammable liquids and gasoline shall be stored in appropriate containers and
approved flammable storage cabinets.
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Code of Safe Work Practices: Equipment Mechanic
29.

While operating vehicles, including cars, trucks, or field equipment, employees
must wear a seat belt and shoulder harness, observe proper speed limits, and
practice defensive driving.

30.

Inspect motorized vehicles and other mechanized equipment daily prior to use.

31.

Shut off engines, set brakes, and chock wheels prior to loading and unloading
vehicles.
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Section 3 - Safety Training
Safety training and education is an important element of the [City/Town]’s IIPP. In order to
ensure the safety of all employees, the [City/Town] has developed a comprehensive safety
training program.
Safety Training Responsibilities
The Department Director/Department Head is responsible to ensure that each employee
receives the appropriate safety training and orientation for his/her position.
Division Managers/Supervisors are responsible for instructing each new employee on safety
training elements specific to his/her division. Specific safety training requirements for each
position are addressed in the Matrix of Safety Training Requirements by Function/
Department.
Training and Education
General safety training for all employees consists of the following subjects:
•
•
•
•
•
•
•
•
•
•
•

The[City/Town]’s commitment to a safe work environment
The employee’s responsibility for working safely
The [City/Town]’s disciplinary policy concerning safety
Back injury prevention
Musculoskeletal disorders
Basic chemical safety
General safety rules
Specific instruction on hazards and safe work practices
Fire prevention
Emergency procedures
Bloodborne pathogen awareness
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Training Procedures
The [City/Town]’s safety training program is conducted as follows:
1. Each new employee completes his/her respective safety training required for his/her
position.
2. The Division Manager/Supervisor should orally review key safety training elements
to assess the employee’s understanding of the safety training.
3. As new equipment is introduced or new procedures are developed, affected
employees may be required to complete additional safety training.
Training Documentation
1. At the conclusion of each training session, all employees sign a document stating that
they have completed safety training required for their position, are aware of the
[City/Town]’s safety policies, and realize that failure to comply with these polices
may result in disciplinary action.
2. Individual acknowledgment forms should be kept in the departmental training file.
Refresher Training and Education
In order to maintain a high level of safety awareness and protect our employees from injury,
the [City/Town] encourages refresher training for all employees.
At the discretion of the Division Manager/Supervisor, Department Director/Department
Head, or where required by law, employees will be asked to complete refresher training. A
variety of training resources may be used.
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Matrix of Safety Training Requirements by Function/Department
Safety training requirements are based upon the typical hazards that employees may be
exposed during the course of their work within their department. Additionally training may
be required based upon new equipment, procedures or identified hazards.
Function/Department
Administration

Field Operations
(i.e. Public Works, Animal
Services, Code Enforcement, etc)

Police

Training
• General Safety/IIPP
• Code of Safe Work Practices: Office Clerical/Administrative/Management
• Ergonomics
• General Safety/IIPP
• Code of Safe Work Practices: Field Operations
Bloodborne Pathogen Awareness
• Confined Space
• Ergonomics
• Fall Protection
• Hazard Communication/Chemical Training
• Hearing Conservation
• Lockout/Tagout
• Powered Industrial Truck Training
• Respiratory Protection
• Trenching Safety
• General Safety/IIPP
• Bloodborne Pathogen Awareness
• Ergonomics
• Fall Protection
• Hearing Conservation
• Less Lethal Force Options
• Manual Compliance Techniques
• Respiratory Protection
• Use of Force
• Vehicle Pursuit
• Verbal Judo
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Section 4 - Employee Communication and Participation
The [City/Town] recognizes that open, two-way communication between management
and staff on health and safety issues is essential for an injury-free, productive workplace.
Department Directors/Department Heads may use one or all of the following systems of
communication designed to facilitate a continuous flow of safety and health information
between management and staff within their departments:
Training
Training requirements are designed to instruct each employee on general safety
procedures as well as safety procedures specific to the employee’s job.
Safety Committee
A Safety Committee provides a forum for management and employees to discuss issues,
establish policies and procedures, review accident causes, and evaluate employee
suggestions. Employee participation is encouraged.
Employee Safety Meetings
Employees are encouraged to participate in scheduled safety meetings for the purpose of
freely and openly discussing health and safety issues. The frequency of employee safety
meetings should be established by the Department Director/Department Head based upon
the workplace exposures but should not occur less than once annually. Additionally the
employee safety meetings can be used to discuss:
•

New hazards that have been introduced or discovered in the workplace.

•

Causes of recent accidents or injuries and the methods adopted to prevent similar
incidents in the future.

•

Any health or safety issue deemed necessary by management to require
reinforcement.

•

Annual retraining on required procedures.

Supervisory employees in Public Works shall conduct “toolbox” or “tailgate” safety
meetings or equivalent with their crews at least every ten working days to emphasize
safety.
Documentation of all employee safety meetings and a list of employees in attendance
must be kept for a minimum of one year.
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Safety Postings and E-mails
Department Directors/Department Heads are encouraged to post and/or e-mail safetyrelated information to all employees.
Reporting of Safety Concerns
Department Directors/Department Heads should encourage employees to report safety
concerns directly to their supervisor without fear or reprisal or punishment. Under
California law, it is illegal for any employer to take action against employees who
exercise their right under the law to report unsafe conditions.
Department
Directors/Department Heads and Division Managers/Supervisors are to encourage
employees to report hazards and commend them for their safety awareness.
In order to encourage employee reporting of unsafe conditions, the [City/Town] is
required to have a system to allow employees to notify the City/Town of safety concerns
anonymously. This is most easily accomplished through suggestion boxes located in the
break rooms. Department Directors/Department Heads are encouraged to develop
additional means of anonymous reporting that best meet the needs of their departments.
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Section 5 - Safety Committee Meetings
Safety Committee meetings provide a system for communicating with employees on
safety matters. The purpose of Safety Committee meetings is to assist management in
creating a safe work environment. Safety Committee meetings should enable employees
from each department to get involved in the safety program. The objectives of Safety
Committee meetings are to promote safety awareness, control accidents, and identify and
solve safety problems. The City/Town’s Safety Committee is not intended to be
“Labor/Management Committee” as defined in Cal/OSHA 3203. Safety Committees are
optional under Cal/OSHA IIPP requirements, but are considered a “best practice.”
Functions of the Safety Committee
•

Establish safety objectives and policies designed to improve safety performance;

•

Monitor the progress and effectiveness of the safety program;

•

Evaluate problems, methods, and procedures and reach decisions for reducing the
risk of injuries;

•

Review safety inspections and reports of hazardous conditions to ensure
corrective action;

•

Investigate the causes of accidents and injuries and analyze accident trends;

•

Follow-up on recommendations generated in previous meetings;

•

Act as a source of ideas and suggestions for improving the City/Town’s safety
record; and

•

Recommend safety and health program enhancements to the City/Town Manager
and/or Risk Manager.
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Safety Committee Meeting Procedures
1. Safety Committee meetings are to be scheduled and held at least once per quarter.
2. Meetings should be no longer than 30-60 minutes long.
3. The Safety Committee membership should consist of the Risk Manager and
supervisory and non-supervisory personnel and representatives from all departments.
4. Whenever possible, the City/Town Manager should be present at the Safety
Committee meeting.
5. The Safety Committee members should select a chairperson to conduct the meeting.
6. Conduct the Safety Committee meeting according to the topic areas in the Safety
Committee Meeting Report Form.
7. Review reports of employee accidents submitted since the previous meeting. Discuss
why each accident happened and what can be done to prevent a reoccurrence.
8. Ask Department Directors/Department Heads and/or Division Managers/Supervisors
to report any unsafe conditions and work practices they have observed. Identify and
solve safety problems in all areas of the organization.
9. Discuss a subject that is pertinent to City/Town operations.
10. Have Department Directors/Department Heads and/or Division Managers/Supervisors
report on job safety training that has been given to employees during the quarter.
11. Review the results of worksite inspections conducted by the Safety Committee,
departments, or outside representatives.
12. Analyze and monitor the safety performance of each department.
13. Evaluate and respond to employee safety suggestions.
14. Ensure correction of hazardous conditions brought to the attention of the Safety
Committee or management.
15. During each Safety Committee meeting, someone in attendance should be asked to
complete the Safety Committee Meeting Report while the meeting is in progress.
16. The Risk Manager should review the Safety Committee Meeting Report if he/she was
unable to attend the meeting.
17. Copies of Safety Committee Meeting Reports should be kept on file for three years.
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Guidelines for Successful Safety Committee Meetings
•

Set an agenda and plan the details of the meeting in advance.

•

Follow a meeting format that encourages and requires the active participation of
everyone present.

•

Focus the Safety Committee meeting on communicating potential problems and
solutions.

•

Keep the discussion focused on safety issues. Do not get involved in matters not
directly related to accident prevention.

•

Monitor the correction of safety problems and workplace hazards; otherwise,
employees will question management's commitment to safety.

•

Demonstrate by action and words that safety is equal in importance to productivity
and customer service.

•

Take the approach that accidents can be prevented.

•

Show genuine concern for the well-being of your employees. Safety cannot be
promoted merely as a way to reduce the costs and inconvenience of people being
injured.

•

Report back to department representatives on what has been done relative to the
safety problems discussed in previous meetings.

•

Hold Safety Committee meetings at least once a quarter to ensure their effectiveness.

•

Review and assign action items and the person responsible for the completion of the
action item.
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Section 6 - Safety Inspections
The purpose of a facility safety inspection is to identify potential hazards so that they can
be corrected before an accident can occur. Regular self-inspections are an essential part
of our IIPP. Safety inspections should include a physical inspection of the premises, as
well as identification of unsafe work practices.
Inspection Procedures
1. Safety inspections can be performed by any of the following:
a. Department Director/Department Head
b. Division Manager/Supervisor
c. Risk Manager
d. Safety Committee Members
e. Consultants
f. Regulatory Agencies
2. Safety inspections are designed to prevent accidents and injuries that can result from
unsafe workplace conditions and work practices.
3. Periodic safety inspections may be conducted:
a. As part of a daily, weekly, monthly walk-around; or,
b. In conjunction with a safety meeting.
4. Use the Safety Inspection Report as a guideline and record of what has been covered.
5. Record all findings of unsafe conditions and work practices in detail on the Safety
Inspection Report.
6. Ensure that every area of each facility is covered in the inspection.
7. Correct deficiencies in a timely manner prioritized by the severity of the hazard.
8. Keep the original Safety Inspection Report for follow-up.
9. Completed Safety Inspection Reports should be kept on file for at least three years.
10. Technical safety inspections, such as boilers, may be provided by a third-party vendor
or agency.
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Unsafe Work Practices
Unsafe work practices make up approximately 85% of all employee injuries; the
remaining 15% may be attributed to unsafe physical conditions. Unsafe work practices
are often a result of inadequate training, lack of accountability, and/or not enforcing
safety and health policies. With this in mind, it is critical that observation of safe work
practices be included in the walk-around inspections.
The following is a sample of common unsafe work practices that, if left uncorrected, can
result in employee injury and property damage:
•

Improper lifting methods such as lifting heavy items above shoulder level,
twisting while lifting, failing to break down a heavy load, or failing to ask for
help.

•

Poor housekeeping; failure to keep floors clean while working.

•

Failure to disconnect power equipment before cleaning, replacing, or repairing.

•

Disregard of safety rules.

•

Working without personal protective equipment; such as safety glasses, cutresistant gloves, chemical gloves and/or goggles.

•

Horseplay and practical jokes.

•

Removing safety guards from power equipment (hoists, compressors, grinders,
etc.).

•

Unauthorized use of equipment.

Included in this section is a list of observation categories and suggested questions that
will help in identifying acts and general situations that are unsafe. If unsafe work
practices are observed, the employee should be cautioned about the possible
consequences of his/her actions. Correct procedures should be discussed, and the
employee should be monitored to ensure that he/she follows safe work practices.
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Unsafe Conditions
It is absolutely essential that the physical environment of City/Town facilities be
maintained safely to prevent accidents and fires. The physical environment includes
buildings, machinery, tools, fixtures, and other similar equipment.
The following is a list of commonly found unsafe conditions in municipalities:
•

Poor housekeeping

•

Improper computer workstation set-up

•

Uneven or slippery walking surfaces

•

Improper storage of boxes, supplies, and equipment

•

Faulty machine guarding

•

Congested storage rooms

•

Defective ladders

•

Exposed electrical wiring

•

Sharp or protruding edges

•

Blocked emergency exits

•

Blocked electrical panels

When unsafe conditions exist, they should be immediately corrected. Employees should
not be allowed to use dangerous equipment or work in unsafe areas until corrective
measures are complete.
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Hazard Identification Categories
Guidelines for Recognizing Hazardous Conditions & Unsafe Acts
Positions and Actions of People

Is anyone in danger of injury by pulling or lifting heavy objects?

Is anyone in a position where he/she could fall, be trapped, collide with
anything, or be hit?
Work Procedures

Are work procedures adequate? Do they prevent all unnecessary risks?

Are safe work procedures being followed?
Tools and Equipment

Are tools and equipment provided to do the job safely?

Are they being used properly?

Are they in good condition?
Personal Protective Equipment

Are employees using the required protective equipment?

Does it provide adequate protection against exposure and injury?

Is personal protective equipment being used properly?
Orderliness

Is the workplace clean and well organized?

Are things stored in a safe manner?
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Section 7 - Hazard Correction
The [City/Town] is committed to providing our employees with facilities and operations
that are safe and healthful. Every effort will be made to ensure that our facilities and
equipment are maintained in a safe working condition. If there is any physical condition
or equipment that is hazardous, we will respond in a timely manner to take corrective
action prioritized based on the severity of the hazard.
Hazard Correction Responsibilities
Division Managers/Supervisors
The Division Managers/Supervisors are responsible for maintaining their divisions in a
condition that ensures the safety of employees and the public. Every effort will be made
to identify and eliminate all potential hazards in the Division through daily walks of the
facility and/or operations. When a hazard is identified, it should be eliminated
immediately. If a hazard cannot be eliminated immediately, the hazard should be
communicated to all affected employees through the use of proper warnings or barriers.
If a piece of equipment is identified and deemed to be unsafe to operate or could cause
injury to an employee, the Division Manager/Supervisor should remove the equipment
from service immediately. The Division Manager/Supervisor should notify the
Department Director/Department Head when equipment is taken out of service or when
there is a possible delay in the correction of the hazard.
Imminent Hazards
Imminent hazard situations require immediate corrective action. If an employee detects a
condition of imminent hazard, he/she must immediately leave the area and report the
situation to the Division Manager/Supervisor or Department Director/Department Head.
The City/Town Manager and/or Risk Manager must be immediately notified of an
imminent hazard situation. Corrective action will be taken promptly.
Non-Imminent Hazards
For less severe situations, corrective action will be taken within 7 to 30 days of detection,
provided employees are not exposed to serious hazards and take appropriate personal
protective measures.
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Section 8 - Accident Investigation
One of the most important responsibilities of Department Directors/Department Heads is
to protect employees from being injured at work. If an injury does occur, it is essential
that a thorough investigation be conducted in order to find out what caused the accident
and to take action to avoid a similar occurrence in the future.
Investigation Procedures
1.

All work-related injuries, illnesses, and near-miss accidents will be investigated.

2.

The Department Director/Department Head will ensure that the employee's
supervisor conducts an in-depth investigation for every work-related injury.

3.

Upon notification of an injury, the supervisor will:
a. Discuss the circumstances of the injury with the injured worker;
b. Talk to the employee about the unsafe acts or conditions that contributed
to the injury or illness;
c. Attempt to identify the primary and contributing causes of the injury or
illness; and
d. Ensure corrective action is taken to prevent similar incidents.

4.

Each supervisor should immediately notify his/her Division Manager/Supervisor
of any injury that occurs in his/her department. The Division Manager/Supervisor
should then immediately notify the Department Director/Department Head of the
injury.

5.

The employee’s supervisor will complete a Supervisor’s Accident Investigation
Report for every work-related injury or near-miss accident.

6.

A copy of the Supervisor’s Accident Investigation Report should be kept with the
Cal/OSHA 300 log.
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Supervisor’s Accident Investigation Report
The Supervisor’s Accident Investigation Report is intended to serve as a guide for
identifying the factors that contributed to a work-related injury or illness. The questions
on the form are arranged in a sequence as to lead the supervisory or management person
conducting the investigation through the accident investigation process.
A sample Supervisor’s Accident Investigation Report is included in this section of the
Injury and Illness Prevention Program.
Investigation Principles
Effective accident investigation is based upon the principles that:
•

All accidents have causes; eliminate the causes and prevent the accident;

•

Accident causes can be determined; and

•

Corrective action can be developed and applied that will prevent similar
accidents.

Prevention of another accident and/or injury is the most important goal of an accident
investigation. Faultfinding or placing blame serves no useful purpose and should not be
the focus of the investigation. Sometimes, however, disciplinary action may be necessary
if the accident investigation determines that an employee has violated an established
safety rule or did not follow safe operating procedures.
Investigation Techniques
The following elements are essential to a successful accident investigation:
1. If appropriate, go to the scene of the accident as soon as possible and attempt to
simulate the movements and conditions that contributed to the injury.
2. Talk to other employees who witnessed the injury and let them tell, in their own
words, what they saw or heard.
3. Conduct a personal interview with the injured employee:
a. Ask him/her to give his/her version of what happened.
b. Ask him/her questions to fill in the details.
c. Check your understanding of the accident.
d. Discuss specific measures that can be taken to prevent a similar injury.

Section 8

3

Investigation Objectives
The objective of accident investigation is to identify the operational error(s) and/or
physical defects that caused the accident. Each accident has a primary cause and usually
multiple secondary causes. Accident causes can be broken down into five categories:
1. Breakdown in the management system
a. Procedures
b. Equipment
2. Unsafe acts
3. Unsafe conditions
4. Personal factors
5. Job factors
All causes must be identified in order to implement effective preventative measures.
Never make the mistake of simply passing an injury off to “carelessness.” An injury is
an indication of the need to consider changes in work methods, procedures, equipment,
layout, or training. Since most on-the-job injuries are the result of unsafe behaviors, not
unsafe conditions, the follow-up should be directed at evaluating the safety and health
program management system.
Corrective Action
Investigation of an injury is not complete until permanent actions are taken to prevent
reoccurrence. The investigation should be used as an opportunity to find and eliminate
causes of problems that could result in other injuries. The Department Director/
Department Head and/or Division Manager/Supervisor should make immediate changes
to eliminate or control the factors that caused the injury.

Section 9

1

Section 9 - Safety Program Enforcement
The [City/Town] will support and enforce the safety program to ensure that employees
know how to prevent injuries and illnesses and understand the importance of complying
with the safety policies and rules. Our enforcement system includes:
1. Informing employees of the provision of our IIPP in a “readily understandable”
language;
2. Evaluating the safety performance of employees and management personnel;
3. Recognizing employees who perform safe and healthful work practices;
4. Providing training and education to employees whose safety performance is
deficient; and
5. Disciplining employees for failure to comply with safe and healthful practices.
Employee Recognition
Management should make every effort to recognize employees for following safe work
practices. This recognition may include verbal acknowledgement, recognition at
meetings, awards or other recognition deemed appropriate by management.
Disciplinary Action
Management supports an effective system of discipline and is responsible to:
1. Establish the safe work practices that employees are expected to follow;
2. Communicate to employees the penalties for violation of safety rules; and
3. Be consistent in the enforcement of safety rules from department to department.
Employees should be disciplined and/or coached for infractions of safety rules and unsafe
work practices that are observed, not just those that result in an injury or illness. Often,
when an injury does occur, the accident investigation will reveal that the injury or illness
was caused by an employee’s violation of an established safety rule or safe work practice.
The investigation should establish whether this violation was due to inadequate training,
lack of accountability, not enforcing safety and health policies, the employee’s disregard
for established safe work practices, or other root cause. Violations of safety rules and safe
work practices should be considered equal to violations of other aspects of City/Town
policy.
Discipline for safety violations should be administered in a manner that is consistent with
the [City/Town]’s progressive disciplinary action system. Failure to follow safety rules
and procedures can result in disciplinary action up to and including termination.
The Division Manager/Supervisor should consult with the Department Director/
Department Head and Human Resources when disciplinary action is being considered.
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Section 10 - Record Keeping and Documentation
Cal/OSHA Log and Annual Summary
Federal and state laws require that Cal/OSHA Form 300 - Log of Work-Related Injuries
and Illnesses and Form 300A - Summary of Work-Related Injuries and Illnesses be
available at each individual record-keeping establishment. In the event of a Cal/OSHA
inspection, you may be asked to produce these forms for the inspector. The Cal/OSHA
Form 300 Log should be updated as injuries occur or within seven days of knowledge of
an injury.
The previous year’s Form 300A - Summary of Work-Related Injuries and Illnesses must
be posted from February 1st through April 30th of each year.
The law also requires Cal/OSHA Forms 300 and 300A be on file for each of the last five
calendar years for each record-keeping establishment.
Other Record Keeping
The [City/Town] will maintain documentation and records required by the IIPP standard
which may include:
•

Initial IIPP training;

•

Inspection records, employee communications, illness and injury incident reports,
and investigation reports;

•

Employee training documentation; and

•

Any other pertinent health and safety documentation.
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Section 11 - Job Safety Evaluation
An essential part of the IIPP is the identification and evaluation of potential occupational
safety and health hazards. The job safety evaluation aspect of the IIPP will assist the
[City/Town] to:
1.

Establish safe work practices and safety rules;

2.

Conduct safety training on hazards specific to each job assignment; and

3.

Develop methods to reduce job-related injuries and illnesses.

Hazard Identification Process
The hazard identification process employed by the [City/Town] involves the use of
various sources of information such as:
•

Review of risk exposures associated with various City activities;

•

Review of Cal/OSHA standards and safety orders that apply to City/Town
operations;

•

Review of industry and general information on safety (including material
safety data sheets for chemicals used);

•

Investigation of occupational injuries, illnesses, and near-miss accidents
that have occurred;

•

Periodic and scheduled inspections of worksite locations;

•

Evaluation of injury frequency rates, workers' compensation statistical
data, and Cal/OSHA Form 300A summaries; and

•

Ergonomic evaluations and/or job safety analyses.
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Section 12 - Contractor Safety Program Compliance
Responsibilities
The [City/Town] is responsible for providing a safe and healthy workplace for all
employees, including contract employees, regardless of their work location. Under the
Multi-Employer Work Act, the [City/Town] may have some responsibility for
coordinating and/or monitoring safety activities of contractors and other employers’
work. Each contract employer must provide the [City/Town] with a copy of its IIPP.
Documentation
Each contract employer must ensure that all employees are trained in accordance with its
IIPP and applicable Cal/OSHA regulations. Additionally, the [City/Town] may request
to review the contractor’s safety training documentation to ensure compliance. Copies of
requested documentation should be provided within 48 hours of the request. In the event
that an employee’s safety training documentation is found to be deficient, the employee
will not be allowed to work on a City/Town project until the required training is
completed.
Unsafe Conditions
If a situation poses imminent hazard of serious injury or property damage, and contractor
personnel do not immediately mitigate the hazard, the City/Town employee noting the
danger will immediately report the hazard to his/her supervisor, or the Division
Manager/Supervisor, or Department Director/Department Head to whom the contractor is
assigned. The City/Town Manager, Risk Manager, Department Director/Department
Head, and Division Manager/Supervisor have the authority to order a work stoppage until
the hazard is mitigated. If an imminent hazard situation occurs, the City/Town Manager,
Department Director/Department Head, and Division Manager/Supervisor must be
notified, regardless of whether a work stoppage is ordered.

POLICY
The City of XXXX strives to maintain a work environment that protects the health of its employees and prevents
workplace injuries. The Illness and Injury Prevention Program (IIPP) integrates all of the policies and procedures
intended to identify and control occupational hazards, as well as comply with California Code of Regulations, Title
8, Sections 1509 and 3203. Failure to comply with this program may lead to employee discipline up to and including
termination. Non-compliance may also result in citations and/or monetary fines from the California Occupational
Safety and Health Administration (Cal-OSHA).
RESPONSIBILITIES
The City Manager is ultimately responsible for establishing and maintaining a safe and healthy workplace. It is the
responsibility of Department Directors and Division Managers to implement the IIPP for operations under his or
her control.
1. Department Directors/Division Managers are responsible for:
a. Developing department-specific safety policies and procedures;
b. Providing employee IIPP orientation and job-specific safety training prior to the assignment of
employees to hazardous duties;
c. Posting all health and safety information, such as safety posters and the log of work-related injuries
and illnesses (Cal-OSHA Form 300);
d. Designating management staff responsible for serving on the department safety committee;
e. Ensuring that each supervisor adheres to adopted policies and procedures and consistently enforces
safety rules and regulations; and
f.

Coordinating discipline with Human Resources for failure to implement and adhere to safe work
practices.

2. Supervisors are responsible for:
a. Enforcing safety policies and procedures;
b. Investigating accidents, injuries and near misses and preparing written documentation;
c. Evaluating new equipment and procedures and making safety recommendations;
d. Inspecting work areas routinely;
e. Correcting or reporting unsafe conditions to his or her immediate supervisor; and
f.

Implementing and documenting the training program designed to instruct employees in safe work
practices and specific job duties.

3. Department Safety Representatives have been appointed in some departments but not all.
Department Safety Representatives are responsible for:
a. Scheduling department safety committee meetings with management and employee
representatives;
b. Preparing written records of the issues discussed at safety committee meetings;
c. Conducting periodic facility safety inspections and recommending appropriate measures for the
elimination of unsafe conditions;
d. Periodically updating the Department Director/Division Manager on safety activities with a copy
to the Risk Management Office; and
e. Meeting with Risk Management staff to review accident trends and identify preventative measures.
4. Employees are responsible for:
a. Reporting hazardous conditions and equipment to his or her supervisor;
b. Observing all City safety policies, procedures and rules;
c. Using all safety clothing and personal protective equipment (PPE) as required;
d. Attending all general and tailgate safety meetings; and
e. Reporting every injury, accident, and near miss incident to his or her supervisor.
5. The Risk Manager/Safety Officer is responsible for the administration of the City’s Safety Program
including:
a. Coordinating development and implementation of the City-wide IIPP with all departments and
divisions;
b. Assisting the Department Directors/Division Managers with the implementation of the IIPP;
c. Maintaining records of employee accidents, injuries, medical records, and baseline biological
monitoring;
d. Tracking hazard reports and safety concerns through resolution;
e. Providing technical assistance on occupational health and safety issues to Department
Directors/Division Managers
f.

Providing statistical reports regarding work-related injuries to Department Directors/Division
Managers; and

g. Investigating and reporting to Cal-OSHA serious injuries resulting in hospitalization or fatality and
providing recommendations to prevent reoccurrence.
6. Safety Committee members are responsible for:
a. Representing employees on health and safety issues;
b. Reviewing investigations of motor vehicle accidents, occupational injuries, illnesses, and exposure
to hazardous substances, and where appropriate, submitting suggestions to the Department Safety
Representative/Division Manager for prevention of future incidents;
c. Reviewing or investigating hazard reports brought to the attention of any safety committee member
by an employee;
d. Submitting recommendations to assist in the evaluation of employee safety suggestions; and
HAZARD CONTROL PROCEDURES
Identified hazardous conditions will be prioritized for correction through consideration of both the potential
consequence (severity) and probability (frequency) of an injury or illness occurring. Corrective action for hazard
elimination is the responsibility of the Department Director/Division Manager. Risk Management Office staff will
provide or obtain expert assistance when necessary.
1. Safety Inspections
Risk Management Office staff will assist department staff in conducting periodic inspections of all City facilities.
Departments engaged in hazardous operations are strongly encouraged to schedule frequent inspections such as
monthly, weekly or daily depending on the operation. Inspection recommendations will be made to the Department
Director/Division Manager and reported to the Department Safety Representative and Risk Management Office.
Supervisors are responsible for the safety of physical conditions in which his or her subordinates work. Each
supervisor will make frequent work area inspections. Recommendations for the correction of unsafe conditions will
be made through normal channels of authority and procedures.

2. Hazard Reports
Every City employee is encouraged to suggest or recommend measures which will eliminate unsafe practices or
unsafe physical conditions. Employees are also required to report any hazardous conditions to his or her immediate
supervisor and may use the Employee Safety Suggestion Form to document concerns. However, employees have
the right to report safety concerns directly to the Risk Management Office. Confidentiality will be maintained. Risk
Management staff will also investigate anonymous hazard reports.

Safety suggestions will be processed through regular lines of authority (e.g. chain of command). Those suggestions
that cannot be approved or disapproved at the department level will be referred to the Risk Management Office.
3. Imminent Hazards
Any condition or practice that may cause death or serious physical harm is considered an imminent hazard.
Operations affected by serious hazards must be stopped immediately and reported to the Department
Director/Division Manager and the Risk Management Office as soon as possible. The Department Director/Division
Manager will ensure that all employees are informed of imminent hazards and that all necessary precautions are
taken to prevent injuries or illnesses.
INVESTIGATION OF ILLNESSES AND INJURIES
All work-related injuries, illnesses, vehicle accidents, and injuries or property damage to members of the public on
City property or involving City employees or equipment must be reported immediately. In addition, all illnesses or
injuries occurring in the workplace and resulting in serious injury, hospitalization or fatality of an employee must
be reported immediately to the Risk Management Office.
1. Work-Incurred Illnesses and Injuries
a. Employees are responsible for:
i.
Reporting all work incurred illness, injuries, and near misses, regardless of seriousness, to
his or her immediate supervisor before the end of the work shift; and
ii.
Securing first aid for minor injuries immediately.
b. Supervisors are responsible for:
i.
Securing further medical treatment for employees, if required, from a City’s Designated
Medical Facility or the employee’s pre-designated provider;
ii.
Completing Form WC001, Report of Industrial Injury, for any employee who reports a
work-incurred illness or injury and forwarding it to the Risk Management Department
within 24 hours;
iii.
Providing a DWC I Form, Workers’ Compensation Claim Form, to the worker within 24
hours of an illness or injury that requires medical treatment;
iv.
Forwarding the completed DWC1 Form to the Risk Management Department within 24
hours of receipt from the injured worker;
v.
Reporting any serious illness or injury involving hospitalization, loss of consciousness,
dismemberment, disfigurement or death to the Risk Management Department immediately
by phone;
vi.
Investigating the cause of work-related illnesses and injuries, as well as near misses.
c. Risk Management staff is responsible for:
i.
Providing Workers’ Compensation benefits as set forth by the California Workers’
Compensation laws,
ii.
Collecting, printing, and posting Cal-OSHA 300 Illness and Injury Log data.

iii.

iv.

Reporting any work-related injury or illness which requires inpatient hospitalization for a
period in excess of 24 hours for other than medical observation or in which an employee
suffers a loss of any member of the body or suffers any serious degree of permanent
disfigurement. Reports shall be made to CalOSHA by calling (Insert local Cal/OSHA field
office number) no longer than eight hours after the employer knows of a death or serious
injury; and
Working with supervisors to identify measures to prevent illnesses and injuries.

2. Motor Vehicle Collisions
It is the duty of the employee operating a vehicle on City business to immediately notify the Police
Department if involved in a collision, no matter how minor. When a City driver or equipment is involved
in a collision in another jurisdiction, the driver will call the California Highway Patrol or the local law
enforcement agency to make a collision report. When it becomes necessary for a disabled City vehicle to
be towed away as a result of a collision, the police officers investigating the collision will make the
arrangements for the removal of the vehicle.

3. Near Misses
Near misses are defined as unintended events which have the potential for causing personal injury, illness,
property damage or environmental impairment. Unsafe working conditions, unsafe employee work habits,
improper use of equipment, or use of malfunctioning equipment have the potential to cause work-related
injuries. It is every employee’s responsibility to report or correct potential incidents immediately.
4. Accident and Near Miss Investigation
The purpose of the supervisor’s investigation is to gather information to determine the cause(s) of accidents
and near misses in order to prevent recurrences and future incidents.
The Department Director/Division Manager may require an additional investigation of accidents. In
general, causes of accidents fall into four general categories: unsafe physical acts by people, unsafe physical
conditions, unsafe equipment or use of equipment, and acts of nature.
The Risk Management Department may investigate any accident or near miss involving City employees or
property when additional information is deemed necessary to determine cause. Accident investigation
reports are confidential.
5. Reports
The Risk Management Office will maintain current accident statistics, and these will be made available to
all department managers. Cal-OSHA 300 Logs are available for review in the Risk Management Office
located at XXXX. Annual summaries of the Cal-OSHA 300 Log will be distributed to each department for
posting as required by law starting February through April of each year.

EMPLOYEE SAFETY TRAINING
The objective of safety training is to develop employee appreciation for safety and accident prevention as well as
the required skills and knowledge to bring about a reduction in the number and severity of illnesses and injuries.
All City employees will be trained by his or her supervisor in safe work practices applicable to the performance of
his or her work prior to assignment. Tailgate safety topics and refresher training will be provided as required to
maintain regulatory compliance.
Each supervisor receives safety training appropriate to the responsibilities of the supervisory position held. Such
training will include the basic techniques of accident prevention, accident investigation and safety training. If
assigned, Department Safety Representatives will receive training in the responsibilities and techniques of his or
her assignments. All training will be documented, and records will be maintained per the Records Retention Policy.
EMPLOYEE COMMUNICATION
The following methods have been established to communicate with employees on matters relating to health and
safety.
1. Departments that utilize labor/management safety committees will schedule meetings at least quarterly.
Records will be maintained for a period of at least two years and will contain the dates of the meeting,
agendas, attendance rosters and summary minutes of the issues discussed. Administrative departments may
establish employee communication programs other than a safety committee.
2. Managers and supervisors will encourage employees to report any unsafe or unhealthy conditions that
employees discover without fear of reprisal. In some cases, suggestion boxes may be available to provide
employee anonymity and encourage prompt reporting of safety concerns. Employees may also
communicate suggestions in face-to-face conversations, via telephone, through interoffice mail, by
completing an Employee Safety Suggestion Form or via email to his or her manager, Department Safety
Representative, or the Risk Management Office.
3. Employees will be informed of safety rules and Cal-OSHA regulations through the City’s Safety Training
Program.
4. City-wide safety policies and programs are available on the City’s web site. Hard copies of the IlPP are
available in all departments. Department specific safety policies and procedures are available from the
department.

SAFETY RULES AND REGULATIONS
Department Directors may develop specific safety rules. Such rules are subject to review by Risk Management.
Upon approval, department-specific safety rules will be published for distribution to all affected employees. City-

wide safety plans required for regulatory compliance are located in attachments at the end of each section in this
document.
The willful violation of City-wide or department safety rules or state regulations may result in employee disciplinary
action, up to and including termination.
Safety is an integral part of each employee’s job. Safety performance should be evaluated in every performance
appraisal.
RECORD KEEPING
Departments will maintain records of inspections and hazard reports for at least two years. Records must include
the names of those who conducted the inspection, the dates of the inspection, the hazards that were identified and
any corrective action that was taken.
Departments will maintain training records per the City’s records retention schedule. Training records must include
the names of the employees trained, the topics covered in the training, the date of the training, the trainer’s identity
and signatures of employees who attended. Forms for documentation of training and inspections are available at the
Risk Management Office or website. Electronic training records are also acceptable.
Departments will maintain Safety Data Sheets (SDS) for chemicals for 30 years unless an inventory, including the
identity of the substance, where it was used and when it was used is retained for at least 30 years. The Hazard
Communication Program specifies procedures for maintenance of SDS and chemical inventories.
Employee records from medical monitoring and exposure evaluations will be preserved and maintained for the
duration of employment plus thirty years. Employees and his or her designated representative have a right to access
relevant medical and exposure records.

GENERAL SAFETY
POLICY & RULES
WORKBOOK

SAFETY
POLICIES AND RULES
Safety is an old-fashioned sounding word. But in our operations, it is extremely important. We
recognize the fact that any kind of injury – on the job or off – has lifelong implications. Therefore,
we are committed to conducting each part of our operations in the safest possible manner.
There are a number of reasons for this. We want to give our citizens the finest service possible, we
want to build a highly professional workforce, and we want you to be able to work in a hazard-free
environment.
Not only are we serious about safety, but we also ask you to be serious about safety. We do this
through teamwork. Because each one of us is part of a team at work, it’s our team that creates a safe
environment.
The good news is this: most accidents can be prevented. All it takes is close attention to our
procedures and a determination to follow through on the job.
The purpose of this safety training workbook is to provide you information you need to work safely
and comply with the City’s Injury and Illness Prevention Program (IIPP). Although the workbook
covers a great deal of information regarding the City’s safety program, your Department may have
additional safety polices and procedures,
Thank you in advance for your attention to the information in this workbook.

City Manager

City’s Safety Position
The City takes the position that four major principles strongly influence our effectiveness in safety.
The principles are:
1. Working safely is a condition of employment and a requirement of your job.
2. Safety is everyone’s responsibility.
3. Accidents and job injuries can be prevented.
4. Preventing workplace injuries contributes to our organization’s success and growth.

1. Our City believes that: (check one)
a.______ Job accidents and injuries can be prevented.
b.______ Job accidents and injuries are caused by events beyond my control.
2. Our safety program is the responsibility of: (check one)
a.______ Management
b.______ Everyone in the organization
3. Working safely is: (check one)
a.______ A condition of my employment
b.______ Something I do for my own welfare

The City’s Responsibility for Safety
We believe that preventing workplace injuries contributes to our organization’s success – and to
your personal success. Lost work days due to injuries hurt both the City and the injured
employee. Working safely benefits our organization and our employees.
As your employer, we know we have a responsibility for safety. This responsibility involves
providing you with a safe place to work. It means:
1. Making sure you have the equipment and facilities you need to work safely.
2. Developing effective safety rules and procedures.
3. Training you so you can follow these rules and procedures.
4. Regularly performing hazard surveys to identify unsafe conditions.
5. Correcting unsafe conditions in a timely manner.
It is the City’s responsibility to provide you with the equipment and facilities you need to work
safely. However, it is your responsibility to apply the training so you work safely. If we all do
our part, we can prevent incidents and injuries.
As part of our commitment to safety, we encourage employees to report safety concerns directly
to their supervisor without fear of reprisal or punishment. Under California law, it is illegal for
any employer to take action against employees who exercise their right under the law to report
unsafe conditions.
In order to encourage employee reporting of unsafe conditions, employees are encouraged to use
the safety suggestion box to notify the City’s Safety Coordinator of safety concerns
anonymously. Your department may have additional means to allow employees for anonymous
reporting.

4. You can prevent workplace injuries by: (check all that apply)
a._________ Following all safety procedures
b._________ Being alert and reporting unsafe acts and unsafe conditions
c._________ Suggesting ways to improve safe work practices

Your Responsibility for Safety
The idea that safety is everyone’s responsibility means that you are responsible for your own
safety and the safety of those around you. It means that while you work for the City, you are
agreeing to work safely at all times.
This simple statement has meaning for you and every person within the organization. It says that
you are the one who must take charge of safety. You must constantly be on the lookout for
unsafe conditions. If you see an unsafe act or condition, you are to correct it yourself, whenever
possible. If you are unable to eliminate a hazard, you must immediately inform management
about it. This applies to every person in our organization.
If you are injured on-the-job, or have a near-miss incident, it is your responsibility to notify your
supervisor or the person in charge. The person in charge will investigate the incident to
determine the cause and help prevent future accidents. If you have an injury that requires
professional medical attention or if you require time off work, your supervisor and Human
Resources will help ensure that all of the state required documentation is completed.

About Disciplinary Action
We believe that most accidents and injuries can be prevented by observing safe work practices
and experience shows that this is true. Employees who do not follow safety rules and procedures
endanger themselves, others, and the livelihood of the organization. Failure to follow safety rules
and procedures can result in disciplinary action up to and including termination. Remember,
working safely is a condition of employment in our organization.
5. When you observe an unsafe act or condition, you should do the following: (check all that
apply)
a._________ Correct the hazard yourself.
b._________ Inform management (if you are unable to correct it yourself).
6. If you are injured on-the-job, you must notify: (check all that apply)
a._________ Your supervisor
b._________ The person in charge
7. Employees who do not follow safety rules and procedures may be subject to disciplinary
action.
(circle one)

True

False

8. Working safely is a condition of ____________________________ in our organization.

General Safety Rules
The following safety rules are to be adhered to at all times:
1. Throwing objects or general horseplay is strictly prohibited.
2. Work and storage areas are to be kept organized and free of clutter.
3. Ensure that all overhead storage is secure.
4. Do not obstruct aisles, emergency exits, fire extinguishers, or electrical panels. Maintain a
minimum of three-feet clearance for passage.
5. Report all on-the-job injuries immediately to the person in charge. Get any needed first aid right
away. If the injury requires medical attention beyond first aid, the person in charge will direct you
to the appropriate medical facility for treatment.
6. Notify your Supervisor or a safety committee member of unsafe equipment or work practices
which might contribute to an accident.
7. Check with your Supervisor if you are in doubt about safe operating procedures.
8. Only trained and authorized personnel are permitted to operate industrial trucks, hoists,
cranes, or power equipment.
9. Safety glasses must be worn when using a mower, grinder, or when there is a possibility of flying
debris.
10. Safety goggles must be worn when working with hazardous solvents and chemicals.
11. Clean up oil, grease, and spilled materials immediately. It is each employee’s responsibility to
maintain the floors in the safest manner possible.
12. Lift objects correctly – keep your back straight, bend your knees, keep your head and chin up, and
use your legs for power. Get assistance for lifting heavy or bulky objects.
13. Smoke only in designated areas.
14. Whenever you are using stairs, be sure to use available handrails and always walk.
15. Always use the right equipment for the job. For instance, chairs or boxes should never take the
place of a ladder or step stool.
16. When using a ladder or step stool, make certain it is close enough to your work, the spreaders are
locked, it is set firmly on the floor, and it is not in a door or aisleway.
17. Keep desk and file drawers closed when not in use.
18. Allow at least 18 inches of clearance between fire sprinkler heads and stock.

19. Maintain a minimum clearance of three feet in front of all electrical equipment, panels, switches,
and levers.

9. Safety glasses must be worn when there is a possibility of flying debris.
(circle one)

True

False

10. It is okay to stand on a chair to reach an object on a shelf.
(circle one)

True

False

11. Notify your Supervisor or a _______________ committee member of unsafe equipment,
work practices, or equipment that might contribute to an accident.

Preventing Back Injuries
Back injuries are the leading type of injury and source of lost time in our organization. You can
avoid back pain and injury by using correct body movements when you lift. Lifting is a skill. It
has to be learned and practiced like anything else. The following techniques are to be practiced
when lifting objects while at work:
1. Stand as close as possible to the object you are going to lift.
2. Position your feet at shoulder width with one foot slightly in front of the other for stability.
3. Squat down to the load. Bend your knees, don’t bend at the waist.
4. Breathe in and tighten your stomach muscles as you grasp the load securely. Abdominal
muscles support your spine when you lift.
5. Stay in a comfortable position, maintaining the normal curve of the lower back. Keep your
head and chin up.
6. Lift with your legs. Your leg muscles are the strongest muscles in your body.
7. Lift smoothly and keep the load close to your body. Do not jerk or twist.
8. Always face the load. When turning, move your feet and turn your whole body. Don’t twist
at the waist.

12. _____________ injuries are the leading type of injuries in our organization.
13. It is important to stand as _______________________ as possible to the object you are
going to lift.
14. The proper technique is to lift with your _____________________ not to bend at your
waist.
15. To maintain the normal curve of your back, it is important to keep your head and
________________ up when lifting.
16. Always keep the load __________________ to your body when lifting.

Reducing the Risk of Back Injury
Here are some tips that will not only lessen the risk of back injury but will also improve your
work performance as well.
1. Store heavy items between shoulder level and knee level, whenever possible.
2. If the load is too bulky or heavy for one person to lift alone, get help.
3. Think before you lift. Size up the load and check for obstacles in your pathway. Falls are
one of the most common causes of back injuries.
4. It is important to warm up and stretch your upper and lower back muscles before you lift.
5. Try to stretch before and during your shift to reduce the risk of injury. An occasional stretch
throughout the day will also decrease the likelihood of a muscle strain.
6. Incorporate exercise into your daily life.
7. Be aware not to twist while lifting, move your feet instead.
8. Always push, rather than pull carts and hand trucks, so that less force is put on your lower
back muscles.

17. When possible, do not store heavy items above ___________________ level.
18. It is important to warm up and stretch your muscles before you lift.
(circle one)

True

False

Musculoskeletal Disorders
Musculoskeletal disorders (MSDs) are an injury or illness of soft tissues of the upper extremity
(fingers through upper arm), shoulders and neck, low back, and lower extremity (hips through
toes) that is primarily caused or made worse by repeated exertions and/or awkward postures.
Medical conditions generally develop gradually over a period of time and do not typically result
from a single instantaneous event.
Symptoms can vary in their severity depending on the amount of exposure an employee has had.
Often symptoms appear gradually as muscle fatigue or pain at work that disappears during rest.
Usually symptoms become more severe as exposure continues, until eventually you are unable to
perform physical work activities. Some of the symptoms are:
1.
2.
3.
4.
5.

Numbness
Burning-Tingling
Aching
Stiffness
Pain

If you experience any of these symptoms, please notify your supervisor.

19. Musculoskeletal disorders usually develop over a period of ________________.
20. Musculoskeletal disorders are caused by repeated exertions and or awkward postures.
(circle one)

True

False

Fire Safety
It is vital that every employee practices good fire prevention procedures. The following items are
City policy and must be adhered to at all times:
1. Access to any fire extinguisher is never to be blocked. Coats or other materials are not to be
hung on fire extinguishers.
2. The area around sprinkler control valves and risers must be kept clear of storage obstructions.
3. At least 18 inches of clearance must be maintained below fire sprinkler heads.
4. Misuse of fire extinguishers is strictly prohibited.
5. Flammable liquids (paints, solvents, cleaning fluids, etc.) are not to be stored near a battery
charger.
6. Quick burning and combustible materials are not to be stored in compressor rooms, electrical
rooms, or within 3 feet of water heaters.
7. Spills of flammable liquids must be cleaned up immediately. If properly trained clean up the
spill yourself, otherwise notify your supervisor.
8. Trash and waste materials are not be allowed to collect in back room aisles, around motors,
or in storage areas.
9. Electrical wiring is to be maintained in good condition. Electrical equipment is not to be
overloaded.
10. Emergency exit doors must not be blocked from inside or outside.
11. Know your exit route and safe area in case of an evacuation.

21. At least ___________ inches clearance must be maintained above sprinkler heads.
22. Never block access to: (check all that apply)
_____ Fire extinguishers
_____ Sprinkler control valves
_____ Emergency exit doors

In Case of Fire or Emergency
If you detect smoke or fire, no matter how small it may appear to be, you are to notify your
Supervisor or the person in charge immediately. If you are the first person on the scene of a fire,
attempt to put it out using a proper extinguisher. If the fire cannot be controlled, follow the
instructions of the person in charge and leave the building through the nearest exit door.
In the event of a fire, you may be able to control the spread of fire by using a handheld fire
extinguisher. Knowing how to use the extinguisher before a fire occurs is important for your
safety.
When using a fire extinguisher, remember P.A.S.S., and you will ensure the proper operation of
this fire fighting equipment.

Pull the pin to unlock the handle.
Aim the extinguisher at the base of the fire.
Squeeze the handle to discharge the extinguisher.
Sweep the unit from side to side to cover the burning area.
Contact your Supervisor if you need further explanation or demonstration of the extinguisher.

23. If you detect smoke or fire notify the person in charge ___________________.
24. If possible, you should attempt to put out a fire using the proper fire extinguisher.
(circle one)

True

False

Building Evacuation
If an emergency requires evacuation of the facility, the following procedures are to be followed:
1. Assist clients and visitors to find their way out of the building.
2. Proceed at a fast pace. Do not run. Be careful.
3. Leave the building through the nearest exit.
4. When outside, do not congregate close to the building due to the possibility of falling debris.
5. Go to your designated safe area so that you can be accounted for by management.
6. Do not re-enter the building until authorized by management.

25. When outside, do not congregate _________________ to the building.
26. After evacuating, you are not to re-enter the building until authorized by management.
(circle one)

True

False

Chemical Safety
As part of your job duties, you may be required to work with cleaning and sanitation chemicals.
Most of the chemical products you will work are household chemicals which can be used safely
by observing all label directions and precautionary instructions. Employees whose position
requires the use of hazardous chemicals will be provided additional hazard communication
training. It is your responsibility to protect yourself from contact and overexposure by doing the
following:
1. Use personal protective equipment, such as gloves and goggles.
2. Follow mixing and application instructions to the letter.
3. Store chemicals in proper location.
4. Use only approved chemicals.
5. Keep containers closed when not in use.
6. Clean up all chemical spills immediately.
7. Check for adequate ventilation in work areas.
8. Know first aid and medical treatment procedures.
9. Consult the material safety data sheet (MSDS) for information about each chemical.
Personal protective equipment will be provided for each employee using workplace chemicals.
If you need additional gloves or goggles, etc., they can be obtained by notifying your Supervisor.

27. If you need gloves or goggles, notify your ___________________.
28. Protective equipment must be used whenever you work with chemical products.
(circle one)

True

False

29. Label directions must always be followed when using cleaning supplies.
(circle one)

True

False

SDS Sheets
SDS (or safety data sheets) are provided for every chemical used within the City. These sheets
cover information including:
1. Emergency phone numbers;
2. The chemical and common name, the hazardous components, and the chemical family;
3. The physical hazards of the item (chemical interactions);
4. The signs and symptoms of overexposure;
5. Emergency and first aid procedures;
6. Protective information, i.e., gloves, goggles, ventilation, etc.;
7. Storage;
8. Spill procedures; and
9. Waste disposal methods.
The City maintains SDS for all approved chemicals used in facilities.
No employee may use, handle, or store chemicals until proper chemical training has been
provided, including how to access SDS.

30. SDS are provided for every ________________ used in the City.
31. Information listed on SDS include: (list 3)
1._________________________________
2._________________________________
3._________________________________

POWERED EQUIPMENT OPERATIONS
General Rules
1. Never operate or repair any equipment unless you are trained and authorized to do so. This
includes trash compactors, forklifts, powered pallet jacks, and other powered equipment.
2. Employees under 18 years of age are prohibited from operating, adjusting, repairing, or
cleaning any power-driven equipment.
3. Machinery must be stopped and the power supply disconnected before cleaning or making
repairs.
4. Jewelry or loose, dangling clothing that could become snagged on or caught by moving
equipment must not be worn.
5. Hair, beards, and mustaches must be maintained in such a way as to prevent them from
becoming entangled in machinery.
6. It is strictly forbidden to remove or make inoperative any safety guard or switch.
7. Notify your supervisor or foreman of any damaged equipment or misuse of equipment.
8. Make certain all power equipment and tools are properly grounded.

32. Power-driven equipment is not be operated by anyone under __________ years of age.
33. You may operate equipment without being trained to do so.
(circle one)

True

False

34. It is against policy to disconnect a safety switch.
(circle one)

True

False

Bloodborne Pathogens
Pathogens are disease causing micro-organisms. Bloodborne pathogens are viruses or bacteria
present in human blood and body fluids which can infect and cause disease in other humans. The
three most common bloodborne pathogens found in human body fluids are Human
Immunodeficiency Virus (HIV), the virus that causes AIDS, Hepatitis B and Hepatitis C.
The most common way that bloodborne pathogens are spread is through sexual transmission or
intravenous drug use. However, any contact with infected blood or body fluids carries the risk of
infection. Disease can be transmitted into your body through cuts or through the mucus
membranes of your eyes, nose, and mouth.
Fortunately, the risk of exposure to bloodborne pathogens is minimal for most employees. There
are, however, situations that may require employees to clean up or otherwise come in contact
with the blood, urine, or vomit of another person. If you are ever exposed to blood or body
fluids – meaning eye, nose, or skin contact – you must notify your Supervisor immediately.
Depending on your department and position, you may receive additional training on this hazard.

38. Bloodborne pathogens are microorganisms found in: (check all that apply).
_____ Blood
_____ Bodily fluids
_____ Milk
39. The two most common diseases caused by bloodborne pathogens are: (check all that apply)
_____ Dermatitis
_____ AIDS (Human Immunodeficiency Virus)
_____ Hepatitis B (HBV)
40. Any contact with infected blood or body fluid carries the risk of infection.
(circle one)

True

False

Protecting Against Infection
For most employees, the potential of coming in contact with another person’s blood or body
fluids is minimal; however, in the event blood or bodily fluid is encountered the following
procedures have been developed. Employees with increased exposure potential will be trained
on the City’s Bloodborne Pathogen Prevention Program.
1. Treat all blood and body fluid spills as if they are infectious.
2. If assisting in first-aid treatment, obtain personal protection equipment first, then attend to
the injured or ill person. Always wear gloves!
3. Wear appropriate personal protective equipment. If there is a possibility of exposure to body
fluids from splashes or spurting, a protective apron and face mask must be worn.
4. Contain spills immediately, before cleaning or disinfecting an affected area.
5. Clean up contaminated broken glass and sharp objects with a scoop/scraper or a brush and
dust pan. Do not use your hands, even if protected by gloves.
6. Place all potentially infectious materials or contaminated items in a biohazard bag and
contact your supervisor for proper disposal.
7. Handle all bagged trash as if it contained sharp or infectious items.
8. When removing soiled clothing or gloves, carefully turn them inside out to contain the
contaminants. Dispose of soiled items in the trash compactor.
9. After removing personal protective equipment, wash your hands and other affected body
parts with soap and warm water. Scrub affected areas vigorously to remove all potentially
infectious contamination.
Personal protective equipment is available in special spill clean-up kits maintained in the various
departments. Clean-up kits include eye protection, absorbent powder, an apron, and latex gloves.

35. A sealed plastic bag should be used to dispose of infectious materials (except sharp items).
(circle one)

True

False

36. To protect yourself, all human blood and body fluids should be treated as infectious.
(circle one)

True

False

37. Personal protective equipment must be used whenever there is the possibility of contact with
human blood or body fluids.
(circle one)

True

False

Bloodborne Pathogen Decontamination
It is important that all equipment and work surfaces that come in contact with blood or body
fluids be property cleaned and decontaminated. The following steps are to be taken in the event
that human blood or body fluids come in contact with any work implement or work area.
1. Always wear gloves when in contact with blood or other potentially infectious material.
2. Equipment, tools, and affected work areas must be thoroughly washed with a detergent and
rinsed.
3. A sanitizer of one part chlorine bleach to ten parts water must be applied to affected work
surfaces.
Data is inconclusive that the sanitizing chemical we currently use is effective in killing the HIV
or HBV virus. For this reason, it is required that a dilution of chlorine bleach be used in clean
ups where human blood or body fluids invade the work environment. Bleach has been tested and
proven to be effective in neutralizing the HIV and HBV viruses. Strict adherence to these
procedures is mandatory for the protection of our employees and citizens.

41. Chlorine bleach is used to disinfect tools and work areas that come in contact with blood or
body fluids.
(circle one)

True

False

AGREEMENT TO ABIDE BY
THE CITY OF ABC
SAFETY POLICY

I acknowledge that I have received the General Safety Policies and Rules Workbook, which
includes training on bloodborne pathogen awareness. I understand that it is my responsibility to
read the contents in its entirety and follow the General Safety Policies and Rules because failure
to do so could result in injury to myself and/or others. I further understand that failure to abide
by the General Safety Policies and Rules may result in disciplinary action up to and including
termination.
PRINT NAME: __________________________________
EMPLOYEE’S SIGNATURE: __________________________________
DATE: __________________________________
DEPARTMENT NAME: __________________________________
SUPERVISOR’S SIGNATURE: __________________________________

This form is to be kept in the employee’s personnel file.

City of ABC
General Safety Policies and Rules Quiz
1. Our City believes that: (check one)
a.______ Job accidents and injuries can be prevented.
b.______ Job accidents and injuries are caused by events beyond my control.
2. Our safety program is the responsibility of: (check one)
a.______ Management
b.______ Everyone in the organization
3. Working safely is: (check one)
a.______ A condition of my employment
b.______ Something I do for my own welfare
4. You can prevent workplace injuries by: (check all that apply)
a._________ Following all safety procedures
b._________ Being alert and reporting unsafe acts and unsafe conditions
c._________ Suggesting ways to improve safe work practices
5. When you observe an unsafe act or condition, you should do the following: (check all that
apply)
a._________ Correct the hazard yourself.
b._________ Inform management (if you are unable to correct it yourself).
6. If you are injured on-the-job, you must notify: (check all that apply)
a._________ Your supervisor
b._________ The person in charge

7. Employees who do not follow safety rules and procedures may be subject to disciplinary
action.
(circle one)

True

False

8. Working safely is a condition of ____________________________ in our organization.
9. Safety glasses must be worn when there is a possibility of flying debris.
(circle one)

True

False

10. It is okay to stand on a chair to reach an object on a shelf.
(circle one)

True

False

11. Notify your Supervisor or a _______________ committee member of unsafe equipment,
work practices, or equipment that might contribute to an accident.
12. _____________ injuries are the leading type of injuries in our organization.
13. It is important to stand as _______________________ as possible to the object you are
going to lift.
14. The proper technique is to lift with your _____________________ not to bend at your waist.
15. To maintain the normal curve of your back, it is important to keep your head and
________________ up when lifting.
16. Always keep the load __________________ to your body when lifting.
17. When possible, do not store heavy items above ___________________ level.
18. It is important to warm up and stretch your muscles before you lift.
(circle one)

True

False

19. Musculoskeletal disorders usually develop over a period of ________________.

20. Musculoskeletal disorders are caused by repeated exertions and or awkward postures.
(circle one)

True

False

21. At least ___________ inches clearance must be maintained above sprinkler heads.
22. Never block access to: (check all that apply)
a._____ Fire extinguishers
b._____ Sprinkler control valves
c._____ Emergency exit doors
23. If you detect smoke or fire notify the person in charge ___________________.
24. If possible, you should attempt to put out a fire using the “pass” method.
(circle one)

True

False

25. When outside, do not congregate _________________ to the building.
26. After evacuating, you are not to re-enter the building until authorized by management.
(circle one)

True

False

27. If you need gloves or goggles, notify your ___________________.
28. Protective equipment must be used whenever you work with chemical products.
(circle one)

True

False

29. Label directions must always be followed when using cleaning supplies.
(circle one)

True

False

30. MSDS are provided for every ________________ used in the City.

31. Information listed on MSDS include: (list 3)
1._________________________________
2._________________________________
3._________________________________
32. Power-driven equipment is not be operated by anyone under __________ years of age.
33. You may operate equipment without being trained to do so.
(circle one)

True

False

34. It is against policy to disconnect a safety switch.
(circle one)

True

False

35. A sealed plastic bag should be used to dispose of infectious materials (except sharp items).
(circle one)

True

False

36. To protect yourself, all human blood and body fluids should be treated as infectious.
(circle one)

True

False

37. Personal protective equipment must be used whenever there is the possibility of contact with
human blood or body fluids.
(circle one)

True

False

38. Bloodborne pathogens are microorganisms found in: (check all that apply).
a._____ Blood
b._____ Bodily fluids
c._____ Milk

39. The two most common diseases caused by bloodborne pathogens are: (check all that apply)
a._____ Dermatitis
b._____ AIDS (Human Immunodeficiency Virus)
c._____ Hepatitis B (HBV)
40. Any contact with infected blood or body fluid carries the risk of infection.
(circle one)

True

False

41. Chlorine bleach is used to disinfect tools and work areas that come in contact with blood or
body fluids.
(circle one)

True

False

August 29, 2019
Executive Committee Meeting

OPERATIONAL BEST PRACTICES
Playground Safety Management Program
SUMMARY: PARSAC’s Playground Safety Management Program Operational Best Practice
document was last revised in 2014 and provides guidance to help ensure that playground
equipment is properly inspected and maintained. Staff periodically reviews PARSAC’s Best
Operational Practices to ensure they reflect current regulatory requirements and practices. As
part of this review, the Playground Safety Management Program best practice document has
been revised to include the Playground Inspection & Maintenance Guide from GameTime as
an attachment. While the Playground Safety Management Program provides the “Why, What
and When” to inspect playgrounds, the Playground Inspection & Maintenance Guide provides
the “How.” Staff is recommending approval of the updated Playground Safety Management
Program to be included in the PARSAC Operational Best Practice library.
RECOMMENDATION: Approve, recommend Board ratify
DISCUSSION: Playgrounds are a valuable asset to all communities. They enhance the quality
of life for residents and provide an environment for children to learn and develop. Playground
equipment may also present significant liability risks if not properly maintained. Additionally,
California Health and Safety Code requires that all new playgrounds open to the public
conform to the playground-related standards set forth by the American Society for Testing and
Materials, and the playground-related guidelines set forth by the United States Consumer
Product Safety Commission. Code also requires all agencies operating playgrounds open to
the public to have a playground safety inspector, certified by the National Playground Safety
Institute, conduct an initial inspection for the purpose of aiding compliance with the
requirements set forth by the American Society for Testing and Materials and the United States
Consumer Product Safety Commission.
PARSAC developed the Playground Safety Management Program to assist members in
developing procedures that would ensure its recreational facilities are regularly inspected and
properly maintained to reduce the risk of injury. This program included equipment inspection
and maintenance guidelines, corrective action protocol for identified hazards, and accident
investigation guidelines. This program was adopted as a PARSAC Best Operational Practice
in 2008 and was updated in 2014.
As part of a member risk assessment, staff reviewed the GameTime Playground Inspection &
Maintenance Guide that was being used by the City of Avalon. City staff indicated that the
GameTime document supplements their program as it provides a visual guide that can assist
the person conducting inspections with examples as well as sample forms. Based upon Staff’s
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review of the document, the Playground Safety Management Program has been updated to
include the Playground Inspection & Maintenance Guide.
FISCAL IMPLICATION: Implementation of risk management standards will increase
member awareness of hazards, reduce exposures and ultimately lower the members’ and pool’s
claim costs.
ATTACHMENT: Updated Playground Safety Management Program and Quick Sheet
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PLAYGROUND SAFETY MANAGEMENT PROGRAM
I.

INTRODUCTION
Playgrounds are a familiar part of life in most communities. A playground is an
environment for children to learn and develop essential life skills. However, they can also
be a source of liability for public agencies if they are not properly managed. According to
the U.S. Consumer Product Safety Commission, over 200,000 children ages 14 and under
are treated for playground related injuries each year. These incidents result in 15-20
fatalities each year and the treatment of playground injuries exceeds $1 billion annually
(Office of Technology Assessment 1995). Many of these injuries can be prevented with a
proactive Playground Safety Management Program.

II.

POLICY
It is the policy of the [ENTER ENTITY NAME] to provide well-maintained, clean and
safe playground facilities for the public’s use. The [ENTER ENTITY NAME] has
developed a Playground Safety Management Program to protect and preserve its
unsupervised public playground facilities and its users. This may only be accomplished
through a commitment to playground safety in which every attempt will be made to
eliminate playground hazards, while not totally eliminating the element of risk which is
an essential part of any successful children’s play and learning environment.
The following guidelines will be adhered to by the [ENTER ENTITY’s NAME] Parks
and Recreation Department and staff:


All playground sites will be subject to the playground safety management
program.



All equipment shall be installed according to manufacturer’s specifications.



All playground equipment shall be regularly inspected, repaired and maintained
and such actions shall be documented.



All new equipment installed shall meet current Consumer Product Safety
Commission (CPSC) handbook, and the American Society for Testing and
Materials (ASTM) standards.



All playground equipment manufacturers are required to maintain adequate
product liability insurance.
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II.

RESPONSIBILITIES
The City/Town Manager, or designated Risk Manager, is responsible for the playground
safety management program and will ensure that adequate funds and resources are
available for the maintenance of the [ENTER ENTITY’s NAME] playgrounds. The
Parks & Recreation Manager will be responsible for the day-to-day management of the
[ENTER ENTITY’s NAME] program.
The Parks & Recreation Manager will ensure that:


High and low frequency inspections are conducted and documented.



Corrective actions are taken as soon as possible.



Protective measures are taken when hazards can not be immediately eliminated.



Training is provided to employees responsible for inspections and/or maintenance
of playground equipment.



All playground accidents and incidents are investigated.

Parks & Recreation Department staff shall be responsible for:


Routine inspections of park and playground equipment.



Minor maintenance of park and playground equipment and maintenance of
surface material for all playground equipment to ensure adequate compaction.



Participation in all training provided by the [ENTER ENTITY NAME].

The [ENTER ENTITY NAME] will engage the services of a qualified outside agency
for the completion of any major repairs to playground equipment according to the
manufacturer’s specific instructions.
III.

PROCEDURES
A.

INSPECTION:
The frequency of inspections shall be based on several factors such as playground
usage, age and type of the equipment, vandalism, frequency of reported incidents,
frequency of repairs and environmental factors (i.e., exposure to sun, drainage,
etc.). Staff shall inspect each piece of playground equipment in accordance with
the Playground Inspection & Maintenance Guide (Attachment A).
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High frequency (routine) inspections shall be conducted daily, but not less than
weekly by the [ENTER ENTITY’s NAME] Parks and Recreation staff. Staff
shall inspect the surrounding playground area for obvious safety concerns such as
vandalism, necessary raking of surfacing materials, missing signage, walkways
are free of debris, and hazard removal (i.e., trash, broken glass etc.).
Staff shall inspect each piece of playground equipment in accordance with the
Playground Inspection & Maintenance Guide (Attachment A) and the High
Frequency Inspection Form (Attachment B).
Low frequency inspections shall be conducted quarterly, but not less than
annually, to evaluate the structural integrity and wear and tear of each piece of
playground equipment. The focus of low frequency inspections is preventative
maintenance and shall be completed in accordance with manufacturer’s guidelines
and best Risk Management Practices (Attachment C). These inspections should be
conducted by a Certified Playground Safety Inspector (CPSI) or properly trained
Parks and Recreation staff.
Prior to inspection, the Parks and Recreations staff shall compile a list of all
playground equipment, components and site amenities that exist at each park
(Attachment D). If inventory information is not readily available for all of the
playground equipment, every effort shall be made to collect it.
Each piece of equipment shall be cataloged to ensure (1) a degree of consistency
when inspecting like equipment at multiple locations; and (2) the inspection,
maintenance and repair follows manufacturers’ guidelines/standards. The
inventory of playground equipment shall include:


The type of play equipment.



The date of purchase.



The equipment manufacturer, including name and contact information.



The date of installation.



The equipment installer, including name and contact information.



The type of surface material and surface material installer including name
and contact information.



The expected life of the equipment based on manufacturer information.
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B.

DOCUMENTATION
All inspection records shall be maintained in accordance with the [City’s or
Town’s] record retention policy by the Parks and Recreation Manager. The
inspector shall use the appropriate forms (Attachment B or C) to document all
inspections and provide the completed forms to the Parks & Recreation Manager.
The Parks & Recreation Manager will ensure that copies of the reports are
delivered to the City Manager, Risk Manager, or applicable department for
appropriate action. No copies of the playground inspections may be distributed
beyond the specified distribution list or given to any requesting party without the
express consent of the City or Town Attorney.

C.

CORRECTIVE ACTIONS
Any playground equipment that is determined to be unsafe, or presents any safety
concerns, must be corrected as soon as possible. If the problem cannot be
immediately corrected, the Parks and Recreation staff shall take the necessary
steps to protect the public from the identified hazard, including barricading or
removing the equipment to reduce the risk of injury until the identified hazard can
be abated.
Immediate Corrective Actions required during both high and low frequency
inspections include:


Removal of litter, animal feces, broken glass or debris;



Raking or filling in low spots under equipment;



Clean and disinfect equipment as needed;



Repair fallen signs; and



Removal of graffiti.

Phone Complaints shall be documented by staff and immediately assigned to the
appropriate department(s) for investigation. Appropriate corrective actions shall
be initiated as necessary.
Work Orders shall be used to schedule repairs or replace parts that are beyond the
inspector’s capabilities. The work order provides a means to track timely follow
through of each request and document its completion. Each work order shall be
evaluated and prioritized accordingly; the Parks and Recreation Manager or
Supervisor shall approve all work orders for outside vendors as appropriate. All
repairs shall be made in accordance with the manufacturer’s instructions using
only manufacturer-approved replacement parts when needed.
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Playground Equipment Removal shall be immediately initiated if the equipment
poses a serious risk of injury to the public. If the equipment cannot be
immediately removed, barricades shall be placed (in a manner that does not create
additional hazards) to prevent the public from accessing the hazardous equipment.
If the equipment is removed, barricades will be installed to prevent falls from any
openings created by the removal of the equipment.
D.

TRAINING
The [ENTER ENTITY NAME] will ensure that all staff involved with the
installation, inspection and maintenance of its playground equipment are properly
trained. The training will be designed to assist staff in identifying hazards in the
playground area, layout, and equipment.
Staff conducting high frequency (routine) inspections shall be:


Trained in the use of the [ENTER ENTITY’s NAME] inspection forms,
procedures, documentation, and reporting requirements.



Trained in specific maintenance duties such as raking surface materials,
identifying vandalism, identifying and removing hazards, and evaluating
the general condition of playground equipment.



Trained in repairs that can be made to the equipment in accordance with
the Manufacturer’s recommendations.

Staff conducting low frequency inspections shall:


Attend training provided by the National Playground Safety Institute and
successfully complete the Certified Playground Safety Inspector (CPSI)
certification including re-examination every three years to maintain their
CPSI designation.



Be familiar with the maintenance guidelines for each manufacturer.

The [ENTER ENTITY NAME] may use outside vendors to conduct low
frequency inspections in place of staff.
E.

PLAYGROUND SIGNAGE
The [ENTER ENTITY NAME] shall place signage and labels, complying with
ANSI Z535.1 and either ANSI Z535.2 or ANSI Z535.4 at all playgrounds in
accordance with the age group for (1) which the equipment is designed; (2) CPSC
Handbook for Public Playground Safety guidelines; and/or (3) ASTM standards.
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All signage shall be securely installed at all defined entrances to the play
area.



If several access points exist, signage should be placed at each access
point.



Signage language shall include:
i. use rules;
ii. hours of operation;
iii. a recommendation that adult supervision be provided for all users;
iv. age appropriateness for the equipment;
v. warning message communicating the removal of helmets, drawstrings,
or accessories around the neck;
vi. warning message communicating hot play surfaces and/or surfacing,
when applicable; and
vii. warning message communicating the hazard of play equipment located
over hard surfaces, when applicable.


F.

The [ENTER ENTITY NAME] shall post contact information for the
public to report an unsafe condition.

NEW PLAYGROUND EQUIPMENT
Whenever the [ENTER ENTITY NAME] modifies an existing playground or
installs a new playground, a CPSI will be involved throughout the planning stages
to ensure:


The playground equipment is appropriate for the designated user age;



The playground layout provides for appropriate user paths and use zones;
and



The playground equipment is properly installed.

The [ENTER ENTITY NAME] may elect to use its own or an independent
CPSI.
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G.

RECORD KEEPING
The [ENTER ENTITY NAME] shall maintain all records necessary to document
its Playground Safety Management Program according to the City’s or Town’s
record retention policy and the following retention schedule:


Retain for the entire life of equipment:
 Purchase Records
 Manufacturers’ Information and Equipment Guidelines
 Manufacturers’ Certificates of Insurance including product liability
limits (should be renewed annually)



Retain for 10 years:
 Corrective action records
 Maintenance records
 Loss and near-miss incident investigation records

H.

ACCIDENT/INCIDENT INVESTIGATION
The public will be encouraged to report all loss and near-miss incidents to the
[ENTER ENTITY NAME]. The [ENTER ENTITY NAME] will immediately,
upon notification of a loss or near-miss incident, investigate the reported incident.
The focus of the investigation will be to determine the cause and any necessary
corrective measures that must be taken to prevent reoccurrence (Attachment E).
The investigation shall include:


A site inspection of the equipment to determine if any immediate repairs
or barricades are needed.



Photographs of the accident site.



Any witness statements obtained.



Preserved evidence and other pertinent information.

Staff conducting the investigation should never presume or admit fault,
responsibility, or any liability, regardless of the circumstances. All questions
pertaining to liability, payment of medical expenses, etc., should be directed
to Risk Management, City Attorney, or PARSAC.
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In the event of serious injury, contact PARSAC immediately at (800) 400-2642.
PARSAC will coordinate with the [ENTER ENTITY NAME] to direct the
investigation, evaluate liability, protect the City/Town’s interests, and minimize
exposure to the extent possible.
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Why is Inspection and
Maintenance Important?

Management and Staffing Priorities

Well-maintained playground equipment can help children to develop cognitively, physically,
communicatively, socially, and emotionally in a safer environment. Along with helping to promote
children’s development, a quality inspection and maintenance program has many positive outcomes.

When designing a playground maintenance program, managers should consider, among other factors,
these concepts:

Protect your investment

Inspections should be routine, timely, and followed
up with action.

Play equipment, protective surfacing, planning, and
site development of a playground are significant
investments. It simply makes good economic sense
to maintain the equipment to extend its life and
protect your school or agency’s investment.

Learning Outcomes:
•

•

Manage risk
Proper, routine, and timely maintenance is a way
of managing risks in the community’s play areas,
helping to protect them from costly accidents, and
demonstrating the community’s standard of care.
Improve children’s play experiences
When playground equipment is broken or otherwise
unusable, children miss opportunities for play. That
moment of connection with others and fun-filled
learning might be lost. The better maintained the
equipment, the better the chance that a child’s life
is improved. Your work could make the difference!

•

•

Define the importance of maintenance as
a key to maximizing playground value and
managing risk.
Generate high and low frequency inspection
protocols and procedures for a sustainable
maintenance program.
Identify potentially hazardous conditions
in the play environment and define proper
maintenance practices for playground
equipment and surfacing.
Summarize a variety of tools and generate
a maintenance program unique to your
school or agency.

By identifying and eliminating hazardous
conditions, you can play an important role in
preserving the play environment, promoting
the value of play, and protecting children.

Promote community values

Design the program to be consistent with the
manufacturer’s instructions when available and
take into account environmental conditions.
Have a system in place that ensures an appropriate
response to hazards.
•

•

A hazard is anything that may cause harm or
result in serious injury. Serious hazards should be
immediately repaired, removed, or taken out of
service.
The play environment is constantly changing;
your system should be capable of responding in
an ongoing manner.

Continually educate staff in these and other areas.
•

How to effectively identify problems and repair
play equipment.

•

How to provide ongoing maintenance.

•

How to keep records and documentation of work.

When necessary, bring in outside vendors to
perform inspections and/or do technical repairs.
•

Everyone associated with the playground, from
the manufacturer to the citizen, has a role in
providing access to safer and age appropriate play.

supplier

for

Practice complete documentation.
•

Complete records of maintenance and repairs
are essential for a sound maintenance program
and risk control. Providing documented evidence
that maintenance is being performed verifies a
standard of care as set forth by the operator and
creates a historical record that could be useful.

•

Warranties are honored when there is proof
of maintenance.

A successful program requires comprehensive
commitment.
•

Contact
your
playground
recommendations.

Maintained and groomed play environments are
a source of pride for the community. Taking good
care of the playground equipment and maintaining
a beautiful environment is an expression of your
community’s values.
Control expenses
Timely, preventive routine maintenance procedures
help control expenses by reducing upkeep and
replacement costs, enabling more accurate
budgeting.
Did You Know?
It has been estimated that at least 33% of
playground accidents could be avoided
with a planned maintenance program.
(National Recreation and Park Association’s CPSI Course).
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Maintenance Inspection Frequency and Process
Because play equipment and surfacing are subject to changes from use, abuse, and climate, they must be
inspected on a regular basis. The frequency of inspection will be determined by many factors including
equipment age, use, and materials, and external factors like the age of the users, climate, and vandalism.
Regardless of site-specific attributes of the playground, two types of inspections should be performed on all
playgrounds: low frequency and high frequency.

Maintenance Inspection - Low Frequency Inspection Guide

LOW FREQUENCY INSPECTION GUIDE
Important Headings for Document

Low Frequency Inspections

Playground Inspection Process

•

The name, location, or proper means of identifying the playground.

Often performed quarterly or semi-annually, low
frequency inspections are in-depth investigations of
the equipment and surfacing looking for wear and
tear. This inspection requires a staff member with
mechanical knowledge and extensive knowledge
about play equipment and surfacing standards.
During or immediately after the inspection, staff
should do preventive maintenance and repairs and/
or remove damaged equipment to remedy problems
discovered in the inspection. An example of this
type of maintenance would be replacing heavily
worn chains that were noted during the inspection.
See pages 25-26 for a sample inspection form and
corresponding codes to use on the form.

When new play equipment is installed and at
the introduction of a new playground safety and
maintenance program, it is good practice to have
an audit of the equipment performed by a Certified

•

The name and position of the person conducting the inspection.

•

The date of the inspection.

•

When multiple pages are necessary, number the additional pages and indicate the total number of pages.

•

Inventory each piece of the equipment by writing its name in the “Equipment List” columns (one piece of
equipment per column). Should more columns be necessary, add additional pages. Be as descriptive as
possible for each piece of equipment, using characteristics such as height, color, location, number of swing
seats, etc.

High Frequency Inspections
Often performed daily or weekly, high frequency
inspections look at frequently changing conditions
caused by use, weather, and/or vandalism. During a
high frequency inspection, staff checks and corrects
playground conditions such as loose-fill surfacing
depths, sanitation issues, and the presence of trash
and debris. If any hazards are discovered, staff
should follow school or agency procedures such as
completing documentation, taking the area out of
use, and/or correcting the problem. See page 2930 for a sample inspection form and corresponding
codes to use on the form.

Playground Safety Inspector (CPSI). The audit
will note conditions that are not compliant with
current industry standards and will form the basis
for a systematic program of removal, repair, and/or
retrofit.
Inspection Forms
Reports detailing inspections, maintenance, and
repairs need to be completed for all types of
inspections and maintenance. File these reports in an
accessible location because they may be invaluable
for ongoing maintenance, budgeting, staffing,
designing new play areas, future play equipment
selection, and other purposes.
Sample low and high frequency forms are included as
part of this program guide. They can be reproduced
and tailored to meet the site and policy specific
needs of your school or agency. Because of the
variance of each play area, these forms should not
be considered as comprehensive lists of playground
hazards or maintenance requirements.

For a list of Certified Playground Safety Inspectors in your area or for information
about becoming a CPSI, contact the National Recreation and Park Association
at (800) 626-6772 or online at www.nrpa.org/cpsi.

3
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Low Frequency Inspection
Form Elements:
•

General Safety
Considerations

•

Finishes & Materials
Conditions

•

Fasteners

•

Structural Members

•

Gripping & Stepping
Components

•

Slides

•

Swings & Moving
Components

•

Other

•

Protective Surfacing
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General Safety Considerations

Check for entanglement and protrusion hazards

This section addresses conditions that apply to every piece and type of playground equipment. Should you have
any concerns regarding whether or not a hazard exists, mark the box with an “O” to indicate an outstanding
issue and consult with a CPSI and/or the manufacturer of the equipment.
Check for required signs and labels
The ASTM standard requires the name of the manufacturer or
custom designer to be present on the equipment. Typically, the
manufacturer’s name is molded into plastic components or cast into
steel pipe caps or collars.

Typically caused by hardware or small diameter
components that project out from a surface,
entanglement and protrusion hazards may entangle
clothing resulting in strangulation and/or impale
skin causing a laceration, contusion, or other soft
tissue damage. Projection gauges should be used
to check for entanglement and protrusion hazards.
Projection gauges are part of an inspection tool kit
that is available for purchase from your playground
manufacturer and the National Recreation and Park

Association (NRPA). It is possible to fabricate your
own gauges using the dimensions outlined in the
Consumer Product Safety Commission’s Handbook
for Public Playground Safety, publication #325,
available for free at www.cpsc.gov.
Should you have any concerns regarding
entanglements and protrusions, mark the box
with an “O” for outstanding issue and consult
with a CPSI and/or the manufacturer of the
equipment.

An age recommendation sign or label must be present on or near
the equipment.
1

2

3

Other signs and/or labels that are required:
•

Warnings regarding danger of wearing sports helmets and
clothing with drawstrings, which can become strangulation
hazards when worn on equipment.

•

Hot surface warning when applicable.

•

Surfacing warning when applicable.

•

Recommendation for adult supervision.

4

Check for crush and shear hazards
Such hazards may crush a child’s finger or cause amputation. Crush
and shear points can occur on components that are in motion
like see-saws and moving bridge planks. To check for a crush or
shear hazard, place a 5/8 inch diameter dowel in the opening. If the
component could close down on the dowel, then a crush or shear
hazard is present. Lightweight objects such as tic-tac-toe game
pieces are not considered for crush and shear.
Demonstration of test for crush and
shear hazard.

Should you have any concerns regarding crush and shear
hazards, mark the box with an “O” for outstanding issue, and
consult with a CPSI and/or the manufacturer of the equipment.
Projection gauges are part of an inspection tool kit that
is available for purchase.
To order, contact your local playground representative or
email info@playcore.com

5

Preserving the Play Environment • Promoting the Value of Play • Protecting Children

Check for entanglement hazards
1.

Check that there are no more than two threads
exposed on a bolt end. In Photo 1, more than
two threads are exposed, so this bolt would be
considered an entanglement hazard.

2. Check that hardware does not increase in
diameter from the initial surface out of which
it projects, creating a hook, as seen in Photo 2.
If a 1/8" diameter rod can be inserted fully into
the space between the projection and the initial
surface then the projection is considered an
entanglement hazard.

3. Check that the gaps in an “S” hook are not
greater than .04 inches (approximate thickness
of a dime).
4. Check that there are no gaps at the entrance to
a slide at the point of attachment of the slide
to the platform, as seen in Photo 4. If a gap is
present, it must be considered for entanglement.
Since there is no standard test method, use
your best judgment to determine if a drawstring
on a child’s coat or outerwear could become
entangled in the gap. If in doubt, photograph the
gap and contact the manufacturer.

Preserving the Play Environment • Promoting the Value of Play • Protecting Children
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5a

5b

5c
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5d

3

4

5

> 1/8 inch
Diameter

Extension

Test swings for protrusion hazards
with this special gauge.

5. Check that hardware and small components do
not project vertically above a horizontal unless
the projection is less than 1/8 of an inch or it
is rounded. In order for a piece of hardware or
small component to be considered a vertical
entanglement hazard, all of the following
conditions must exist:

or below horizontal it is not considered for
entanglement unless the projection is on the
sidewall of a slide.
c) The projection is not rounded. In Photo 5c, the
projection on the left has perpendicular sides
and must be considered for entanglement.
The projection on the right, however, is
rounded and, therefore, is not considered a
vertical entanglement hazard.

a) The projection would fit inside a three inch
diameter ring, as seen in Photo 5a.
b) The projection projects vertically above a
horizontal and is perpendicular to the surface
it comes out of (90 degrees), as seen in Photo
5b. If the component projects out horizontally

d) The perpendicular portion of the projection is
taller than 1/8 of an inch, as seen in Photo 5d.
This is an entanglement hazard.

3. Suspended components, such as swings, have
stricter protrusion requirements because they
move and may hold the added weight of a
child, changing the dynamics of the hazard. On
a suspended component, any projections that
would fit inside a 1 ¼ inches diameter gauge
may not project out more than 1/8 of an inch. (A
suspended projection hazard gauge, resembling
a large flat washer, is part of the protrusion gauge
kit.)
When projection gauges are not available, use the
following procedure to determine the presence
of a protrusion hazard.
•

1

2

Check for protrusion hazards
1.

Place each of the three gauges over all
projections, regardless of shape and orientation,
as seen in Photo 1.

2. If the projection extends through the gauge
and projects beyond the face of the gauge,
then the projection is considered a protrusion
hazard and has the potential to impale a child.
In Photo 2, the projection is a protrusion hazard.
Gauges are used to test the compliance of all
projections. This projection is in compliance
because it does not extend beyond the face
of the gauge.

7

This bolt end is an unsafe protrusion.

Preserving the Play Environment • Promoting the Value of Play • Protecting Children

This unsafe protrusion is useful for
visualizing extension and diameter
measurements.

•

If the diameter or maximum cross section of
a projection is less than or equal to 1/2 inch,
the projection should not extend more than
1/4 of an inch above the surface to which it is
attached.
If the diameter or maximum cross section of
a projection is less than or equal to 1 ½ inches,
the projection should not extend more than

This cracked component is a hazard.

More than two threads are showing, so
this component is a protrusion hazard.

3/4 of an inch above the surface to which it
is attached.
•

If the diameter or maximum cross section of
a projection is less than or equal to 3 inches,
the projection should not extend more than
1 ½ inches above the surface to which it is
attached.

4. Check for sharp points and edges. Use your
judgment to determine whether or not a point
or edge could harm a child; generally, all edges
should be smooth and rounded. Pay particular
attention to rough edges on hardware, worn
or cracked materials, splintered wood, rusted
or cracked metal, and weld spatters on metal
surfaces.
5. Check that bolt ends show less than two threads
and are rounded and smooth. Pay close attention
to bolt ends because rough or projecting bolt
ends could be entanglement and protrusion
hazards.

Quick Reference Protrusion Hazard Chart
If the diameter or maximum cross section of a
projection is less than or equal to this Diameter.

The projection should not extend more than this
Extension above the surface to which it is attached.

1/2 inch

1/4 inch

1 ½ inches

3/4 inch

3 inches

1 ½ inches
Preserving the Play Environment • Promoting the Value of Play • Protecting Children
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6a

6

Areas that can possibly cause head entrapment are below a barrier, between the vertical bars of a barrier, and an angle less than 55 degrees on a fort. (Source: CPSC)

6. Check for head entrapment hazards. Head
entrapment and a resulting strangulation hazard
can occur when children enter an opening feet
first with only their legs and torso passing through
the opening. Completely bound openings
that measure between 3.5 inches and 9 inches
must be considered for head entrapment. If the
equipment was installed correctly and audited
after installation, there should not be entrapment
hazards unless the equipment shifts or receives
improper repairs.
Head entrapment probes and templates are
available for purchase from your playground
manufacturer and the NRPA as part of an

inspection tool kit. There are two probes/
templates: a torso probe/template and a head
probe/template. The probe is three dimensional
and may be easier to use because the user does
not need to measure the depth of the opening.
Templates are two dimensional and may be used
in place of probes as long as the user ensures
that the template has entered the opening to a
depth of 4 inches. It is possible to make your own
templates using the dimensions outlined in the
CPSC Handbook for Public Playground Safety,
but when making your own templates, make
certain that the final product is accurate.

Projection gauges are part of an inspection tool kit
that is available for purchase.
To order, contact your local playground representative
or email info@playcore.com

9
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6b

This photo shows the use of entrapment templates as
opposed to the three dimensional probes.

6c

The torso probe enters the opening
and therefore requires further testing.

the opening and the height of the opening
above the ground. Higher openings where
it is unlikely the entrapped child’s feet will
contact the ground pose a greater risk.

a) Test all completely bound openings that
measure between 3.5 and 9 inches. An
opening where safety surfacing is the lowest
boundary is not considered a hazard and is
not tested.
b) Insert the torso probe/template into the
opening as shown in the photograph. If
the torso probe/template does not enter
the opening, then the opening is compliant
and it does not need to be checked further.
If the torso probe/template goes into the
opening to a depth of four inches, then the
opening is considered accessible to a child
and the opening must be checked using
the head probe/template to determine if an
entrapment hazard is present.
c) Insert the head probe/template into any
opening that allowed the torso probe/
template to enter. If the head probe/template
will freely pass through the opening, no head
entrapment hazard is present. If the head
probe will not enter and exit the opening freely,
the opening is considered a head entrapment
hazard. If a head entrapment hazard exists, it
should be corrected immediately. The degree
of severity of the hazard will be determined
by the likelihood that a child can get into

The head probe does not freely enter; therefore, this
tic-tac-toe panel poses a head entrapment
hazard and should be corrected.

If you are uncertain whether or not a head
entrapment hazard exists, close off the opening
and take the equipment out of service until a
CPSI and/or the manufacturer can be contacted
to evaluate.
7.

Check the cleanliness and sanitation of the play
environment. Serious health hazards can be
created by animal feces, bodily fluids, and bird
droppings. Also, check regularly for the presence
of pests, like insects and vermin, and remove
them and their nests from play areas.

7
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Finishes and Material Conditions
The following low frequency inspection recommendations apply to specific types of surfaces, finishes, and
materials and may not apply to all components of the play equipment.

6

4

This pipe is splitting.

Separating weld joints must be repaired
and repainted immediately.

5

7
1

2

3

Cracked plastic could be an indicator of
future product failure or present
undesirable sharp edges.

Chipped paint on this equipment should be
addressed and repainted.

Vandalized surfaces can be cleaned with
Graffiti Remover.

This wooden upright post is unstable.

Check that metal surfaces are free from rust and
chipping paint.
•

Clean and paint all metal surfaces if rust
appears. Prepare the surfaces properly before
painting. Touch up paint is available for
purchase from your playground manufacturer.

2. Check the conditions of all surfaces.

11

•

Surfaces should be free from mold and mildew
as they can be health and slip hazards.

•

Equipment and surfacing should be carefully
checked to remove any graffiti or vandalism.
Graffiti breeds more graffiti and should be
removed immediately.

3. Check that wood surfaces are free from rot,
splinters, warping, and severe cracking.
•

Remove any splinters, smooth the area, and
fill with caulk if necessary. If warping or rot
exists, check the integrity of the wood and its
anchoring point. (Hidden rot can occur where
the wood member intersects the protective
surface and concrete footers.)
When possible, obtain replacement wood
from the manufacturer of the wooden play
equipment.
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repaint the weld afterward. Touch up paint
can be purchased from your playground
manufacturer. Do not weld swing “S” hooks
closed, as it changes the property of the
metal and reduces its strength.

4. Check that there are no damaged, bent, broken,
or missing parts.
•

1.

The PVC coating is peeling, exposing the
metal underneath to the elements.

Damaged,
bent,
broken,
or
missing
components could compromise the integrity
of the structure.

5. Check that plastic components are free from
cracks, holes, and burns.
•

Damaged plastic components should be
repaired, removed, or isolated. Before altering
a damaged component, consult with the
manufacturer of the equipment to determine
if repair is possible.

6. Check that no weld joints are broken, rusting,
or rough.
•

A skilled welder should make repairs within
the parameters of the manufacturer and
playground industry standards. Be sure to

7.

Check PVC coated components for signs of wear
and peeling.
•

Frequently used to coat swing chain,
platforms, and other components, PVC
coatings are subject to degradation and
UV breakdown and need to be checked
for signs of wear and peeling. When
possible, correct peeling by re-coating the
component immediately because, in some
cases, exposed metal may deteriorate more
quickly. Plastisol, which can be used to touch
up PVC coated decks and other components,
can be purchased from your playground
manufacturer.

Preserving the Play Environment • Promoting the Value of Play • Protecting Children
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Fasteners

Structural Members

This section applies to specific types of hardware and other fasteners and may not apply to all play components
on the playground.

This section applies to the structural integrity of the playground and applies to all types of components.

1

2

This bolt is loose and should be
tightened or replaced.

1.

Hardware is missing and causing the
component to come apart.

Check that all hardware is present, tight, and fully
engaged.
•

Physically check hardware to confirm that
it is tight. Most manufacturers utilize self
locking bolts or lock-tite, but intensive use of
the equipment can cause bolts to loosen. If
non-moving equipment moves, the hardware
may be missing or not fully engaged.

The cap is missing and should
be replaced.

•

13

2

This clamp is slipping.

Worn ropes and an exposed anchoring
device make this component unsafe.

•

Used to keep components such as climbing
nets taut, turnbuckles may loosen over time.

•

Adjust turnbuckle tension as required.

Springs require frequent lubrication.

The concrete footing is exposed.

5. Check that all cables and ropes are securely
fastened.
•

Exposed tubing and pipe must have capped
ends. Caps cover sharp edges, prevent insect
infestation, and protect the metal from
freeze cycles. The caps should be rounded,
securely fastened, and should not create an
entanglement or protrusion hazard.

3. Check that all fittings and bearings are functional,
lubricated, and squeak free.

1

4. Check that turnbuckles are fully engaged and
properly adjusted.

2. Check that caps and plugs are present on the
ends of all pipes and tubes.
•

3

4

Cables and ropes must be securely
anchored and not capable of looping back
on themselves. Check to make certain that
cables and ropes are in good condition and
not unraveling or coming apart.

5

Fittings and bearings should be in good
condition, not showing excessive signs of
wear. Lubricate during inspection to prolong
the life of the component. Replace fittings
and bearings that are in poor condition,
showing excessive signs of wear.
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1.

Check to make certain that all footings and other
forms of anchoring devices are stable and are not
exposed.
•

Concrete footings and other anchoring
devices should be installed below the level
of the protective surfacing material. If there
are exposed footings, the play area should
be taken out of service, and they should be
corrected as soon as possible.

movement. When a component shifts, head
entrapment hazards may be created.
3. Check that springs and rocking components are
in good repair.
•

Coil springs and other types of rocking
components are subject to heavy use.
For this reason, they may crack or wear out
and become loose from their anchoring
devices. It is important to check the points of
attachment to the footing and to the body of
the spring rider.

•

Check the springs and rocking components
for loose or missing hardware and for signs of
cracking or degradation.

2. Check to make certain that structural members
are sound and securely fastened.
•

Structural members, such as upright support
posts, horizontal beams, and platforms, must
be sound and securely fastened, fasteners
being tight and secure, with no unintended

Preserving the Play Environment • Promoting the Value of Play • Protecting Children
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Gripping and Stepping Components

Slides

1.

Check that all handholds/grips are tight, in good
condition, and do not rotate.
•

•

Unexpected movement of a handhold could
cause a child to fall.

2. Check that all stepping surfaces are level, stable,
and clean.
•

Stepping surfaces that are not level and stable
may create a trip hazard. Stairs, platforms,
and other types of access devices should not
have abrupt changes of level.

•

All surfaces should be kept clean and free of
debris. Platforms should drain well.

Surfaces intended for wheelchair use should
not have a vertical change of elevation greater
than 1/2 inch and may not have a horizontal
gap or space greater than 1/2 inch.

3. Check that all foot rungs/holds are tight, secure,
and in good condition.
•

If a foot hold is not intended to move, it should
not move. Make certain that components
such as stepping pods and balance beams
are level and secure.

•

Excessive wear on a stepping component
may impact the integrity of the component
and also create a tripping hazard, especially
if the surface is separating, such as when a
pipe splits.

3

All handholds/grips must be
kept in good condition.

1

1.

This debris could pose a hazard.

Check all slides to make certain that the bedways and side walls are
smooth and free from debris.
•

Look for smoothness, and note excessively worn slide parts.

•

Look for foreign objects caught in the spaces between sections
of the slide, as seen in Photo 1.

2. Check the slide bedway and the attachment point of the slide to the
platform for conditions that might entangle clothing or body parts.
•

2

Openings in the surface of an accessible
route may not be large enough to
admit a 1/2" dowel.

1

15

2

Be sure all stepping components are tight,
secure, and in good condition.
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This tear could be an entanglement hazard.

The slide bedway must be free from entanglement hazards, as
noted in the entanglement section. Clothing entanglement can
occur when the bedway separates from the platform creating a
gap large enough to allow draw strings or clothing to enter the
gap. Entanglement may also occur when sections of the bedway
separate or when the component is cracked or damaged.

If you are unsure of the entanglement potential, mark an “O” for
outstanding issue on the inspection form and take the equipment
out of service until the issue is resolved.

Preserving the Play Environment • Promoting the Value of Play • Protecting Children
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Swings and Moving Components
1.

Check that swing chains or cables are not twisted
and are free from excessive wear.
•

•

Check the links of the chain from top to
bottom for kinks or wear, paying special
attention to the links at the top of the chain
and at the swing seat connection.

3. Check that all swing hangers are free from
excessive wear and that the bushings are
lubricated and in good condition.
•

Unwrap swing chains if they are wrapped
around the top rail of the swing structure,
checking for deep wear.

Purchase swing chain from a playground
equipment manufacturer. Chain purchased from
a hardware store can have a different hardness
that is not suitable for playground use.
2. Check “S” Hooks and other types of fasteners for
excessive wear and to make certain that they are
closed.
•

•

Check frequently that “S” hooks are not worn
more than 1/4 of their thickness, as seen in
Photo 2. Always replace them with “S” hooks
from a playground equipment vendor. Never
reuse an “S” hook. Once it is closed and reopened, its strength has been compromised.

•

All fasteners should be closed so that the
opening is less than .04" as measured with
an automotive feeler gauge. For perspective,
a U.S. dime is approximately .04" thick. Never
weld an “S” hook closed.

1

2

Swing hangers and bushings should be
checked frequently for signs of excessive
wear. Because bushings are designed to
wear out so that the cast swing hanger does
not, make certain that the component that
supports the swing chain has a bushing,
bearings, or some other means of reducing
the friction yet moves freely within the swing
hanger.
Swing hangers should be securely fastened to
the top rail so that they do not spin or rotate
around the top rail unless designed to do so.

4. Check that swing seats are smooth, in good
condition, and free from cuts or tears. Injuries
can occur if swing seats break while in use.
•

•

5

This tire is cracking and should be replaced.

3

•

Tire swing seats must be less than 35 pounds.

•

Check to make certain that there are no
exposed steel belts or sharp or rough edges.
Look at the condition of the seat where the
hardware comes through the tire to make
certain that the rubber or plastic is not
cracking.

6. Check that tire swing assemblies, including
swivels and/or bearings, remain properly greased
and are in good condition.
7.

Check that all other moving components are in
good condition, secure, and lubricated.

4

7

Ensure tire swing assemblies remain properly greased
and in good condition.

5. Check that tire swing seats are lightweight,
smooth and rounded, and in good condition.

Make certain that fasteners are not pulling
through the swing seat material, the material
is not cracked or torn impacting the integrity
of the seat, and the edges and surfaces are
rounded and smooth.
When a child jumps out of a swing seat while
swinging, the seat may fly back into the
path of a child on an adjacent swing and an
exposed metal edge or rough, jagged vinyl
may cut a child.

6

It is important to check moving components
frequently to ensure they are in good condition.

•

Moving components may include, but are
not limited to swing structures, track rides,
trapeze ladders, trapeze rings, tire swings,
upright twirling components, backhoe
diggers, steering wheels, whirls/spinning
rides, chain net climbers, panels with moving
assemblies, spring riders, suspension bridges,
pogo type bouncers, and see saws.

•

The integrity of the component and all its
parts should be checked frequently and
should be in good condition.

•

Moving components may come loose and
should be checked frequently at the concrete
footing or other anchor/attachment point.

•

Moving components should be greased or
lubricated during inspection.

Other

Swing chain should be unwrapped/
inspected and broken swing seat should
be replaced.
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Worn hardware poses a hazard.

This bushing (red) is worn and
should be replaced.

This belt swing is tearing and
should be replaced.
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The “Other” section of the inspection form is an important place to add any other condition not listed above
that should be noted. As an example, toys and found objects should not be brought onto the play structure,
loose branches may fall into the play area. Correct and note these items in this section of the low frequency
inspection form.

Preserving the Play Environment • Promoting the Value of Play • Protecting Children
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Protective Surfacing - Loose-fill and Unitary

Loose-fill Surfacing Materials

All playground equipment must have proper impact
attenuating (protective) surfacing under and around
it. Unacceptable playground surfaces include grass,
packed earth, asphalt or concrete, and other hard
surfaces. Acceptable surfacing materials fall into
two categories: loose-fill and unitary surfacing. Your
budget, the amount of use the playground gets, your
ability to maintain the surface, and other factors will
help facilitate playground surfacing selections.
Although it cannot eliminate all injuries, wellmaintained protective surfacing should be capable
of absorbing some of the impact from a falling body.
For this reason, your role in maintaining the surfacing
is essential.
Consumer Product Safety Commission Documentation
of Surfacing: Materials used as protective surfacing
under playground equipment must meet certain
impact attenuation criteria. The CPSC has outlined
the performance criteria that various types of

surfaces must meet. Manufacturers of unitary
materials, shredded rubber, recycled tires, and
engineered wood fiber are expected to supply all
compliance and test reports for their surfaces. In
the event that local landscape materials are used
you may consult with the Consumer Product Safety
Commission’s Handbook for Public Playground
Safety for information regarding the type and depth
of common surfaces. For more information, visit
www.cpsc.gov, publication #325.
It is important that the surfacing material be able
to protect a child from a fall from the height of
the playground equipment. To properly assess the
surfacing material the following should be noted;
type of material, depth or thickness of the surfacing
material and the height of the equipment. See the
recommendations for critical height and fall height
found in the Consumer Product Safety Commission’s
Handbook for Public Playground Safety.

Unacceptable Playground Surfacing

Acceptable Playground Surfacing

•

Grass

•

Concrete / asphalt

•

Packed earth

•

Other hard surfaces

•
•
•

Sand, gravel, shredded rubber
Wood chips, shredded bark mulch, engineered
wood fiber
Unitary materials certified for playground use
such as poured-in-place rubber, rubber tiles,
bonded rubber

When impacted, loose-fill materials move downward and/or outward, providing some fall cushioning but also
require ongoing raking and replenishment to keep the materials in place at an appropriate depth. Loose-fill
materials must be contained in some manner either by earth berms, timber, or plastic borders called curbs.
Rubber wear mats can be placed in high impact areas, such as under swings and the base of slides, to reduce
the frequency of raking. The CPSC classifies loose-fill materials as organic or inorganic.

Examples of organic loose-fill materials are
engineered wood fiber and shredded bark mulch.
Engineered wood fiber is a wood product that
is made exclusively for use under playground
equipment. Organic materials require more frequent
replenishing than inorganic materials because they
naturally decompose over time. Wood fibers must
be drained well and topped off regularly to maintain
the desired depth and to prevent the growth of mold
and bacteria.
Inorganic loose-fill materials include shredded rubber,
sand, pea stone, and gravel. Inorganic materials do not
decompose and require less frequent replacement.
Frequently found on older playgrounds, sand
and gravel do not meet current ADA accessibility
guidelines and require frequent raking and turning
due to their tendency for compaction. Raking and
turning can help prevent gravel from developing
a hard layer known as hardpan that resembles
concrete. Shredded rubber is attractive and durable,
does not form hardpan, but must be maintained at
the desired depth.
All types of loose-fill materials need to be
maintained at an acceptable depth in order to retain
their fall attenuation properties. The Consumer

Product Safety Commission’s Handbook for Public
Playground Safety recommends that there be 12
inches of loose-fill materials under playground
equipment. Under no circumstances should loose-fill
materials be less than nine inches. Refer to the table
entitled “Minimum compressed loose-fill surfacing
depths” for information about the fall attenuation
properties of various types of surfacing. Your role of
raking and leveling the loose-fill surfacing materials
will be essential in helping to protect children on the
playground.
Maintaining the protective nature and longevity of
loose-fill surfacing includes the following tasks:
•

Raking and leveling

•

Removing debris

•

Decompressing, raking, turning, and tilling

•

Replenishing, topping off, and replacement of
worn out materials

•

Installation and maintenance of border material
or curb

•

Ensuring proper drainage

Minimum compressed loose-fill surfacing depths

Grass and packed earth are unacceptable playground surfaces.
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Rubber tiles are a good choice for unitary playground surfacing.
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Inches

Loose-Fill Material

Protects to Fall
Height (feet)

9

Shredded/recycled rubber

10

9

Sand

4

9

Pea gravel

5

9

Wood Mulch (non-CCA)

7

9

Wood chips

10

Containment curbs and wear mats help keep loose-fill surfacing materials in place.

Preserving the Play Environment • Promoting the Value of Play • Protecting Children
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Unitary Surfacing Materials

Inspection of Protective Surfacing

Unitary products include poured-in-place rubber
(rubber particles bound with a liquid urethane),
rubber tiles, bonded rubber, and synthetic turf. Unitary
surfacing does not require raking, decompressing, or
replenishment; however, it may require sanitization
or maintenance due to surface debris, vandalism,
movement in the tiles, erosion, poor drainage, or
worn areas that result from repeated impacts. When
unitary surfacing is in need of repair, it should be
done immediately as per supplier’s instructions.
Always consult the manufacturer before applying
any chemicals or before pressure washing.
Making a Purchasing Decision
The generally lower initial cost of purchasing loosefill surfacing materials should be weighed against

the predictable cost of maintaining it and topping
it off regularly. Taking the maintenance costs into
account, purchasing unitary materials may be more
economical for your school or agency in the long
term.

This section of the sample Low Frequency Inspection form applies to specific types of surfacing. All categories
may not apply depending upon the type of surfacing on your school or agency’s playground.

The greatest benefits of unitary materials are
the ease of maintenance, predictable cushioning
properties, and that the material stays in place. The
disadvantages are the generally higher initial cost and
the eventual loss of cushioning properties over time.
Most unitary materials require a base of compressed
stone or concrete/asphalt. The cost of this base
should be considered in the overall cost analysis
of the surface system. (See your manufacturer’s
warranty information for the predicted product life.)

1

2

The bench is improperly placed
in the use zone.

3

4

The concrete edge of this wear
mat is exposed.

5

Types of Unitary Surfacing Materials

Rubber Tiles

Uprights usually have markers to indicate
proper surfacing depth.

Poured-in-Place

1.

Recycled Bonded Rubber

Synthetic Turf

Surfaces should drain properly to prevent
hazardous conditions caused by erosion
and other forces. In the photo above,
erosion has broken down the surface and
exposed the concrete footing.

Check that loose-fill surfacing is level and the
proper depth. Because loose-fill materials get
kicked out and ruts develop in high impact
areas, all loose-fill materials must be regularly
raked level. Similarly, loose-fill materials must be
replenished when the surface level drops below
the minimum level required for the height of the
equipment in the area. Sand and pea stone must
be turned regularly to reduce compaction and
the formation of hardpan.

2. Check that the use zones (areas with protective
surfacing) are clear of obstacles and debris.
Toys, site furnishings, and other objects should
not be in the use zones. These items and other
debris must be removed because they can block
fall paths to the safety surfacing, endangering
children. In Photo 2 the bench has been pulled
into the use zone.
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This poured-in-place surfacing
requires repairs.

3. Check that the surfacing material drains well and
is not holding water. Standing water can cause
moss or mold growth, possible slip hazards, and
erosion of the subsurface of unitary materials
creating depressions and possible trip hazards.
4. Check that wear mats are properly secured in
place and level. There should not be any hardware
or concrete footing visible on or around the wear
mat.
5. Check that unitary surfaces are intact, free from
depressions, ruts, and worn areas. Look for
general wear-and-tear of the unitary materials,
paying special attention to high impact areas
like swings and slide exits. Rubber surfacing
can be tested to ensure it is still meeting impact
attenuation standards.

Preserving the Play Environment • Promoting the Value of Play • Protecting Children
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Maintaining Accessibility of Surfacing

The sample inspection form provided on page 25 is designed as a low frequency report for an existing playground.
It is not intended as an instrument for a playground audit. It is understood when using this inspection report
that the play equipment, play surfaces, use zones, and accessibility were compliant at the time the play area was
designed and installed. Should there be any questions regarding the above compliance matters, a full scale audit
needs to be conducted by a Certified Playground Safety Inspector (CPSI), prior to using an inspection form.

The Americans with Disabilities Act is a Federal law which requires that playgrounds installed after 1991 meet
the recommendations of the Americans with Disabilities Act. Information regarding how to fully comply with
the ADA may be found in the 2010 ADA Accessibility Design Standards. This document may be downloaded
by going to: www.ada.gov/2010ADAstandards_index.htm.

1:48
MAX.

1:50
MAX.

By ensuring proper surfacing precautions are taken, the play experience
can be accessible, fun, and safer for all.

One of the largest deterrents to accessibility is the
surface that a person using a mobility device must use
to get from one location to another. If the surfacing or
accessible route of travel is not maintained properly,
access to the playground equipment may not be
provided.
Unitary surfacing material, engineered wood fiber,
and some engineered rubber fibers are considered
to be accessible to persons using mobility devices.
The manufacturers of these materials must be able
to prove that their product meets the criteria found
in the ASTM F1951-99 Standard. This standard tests
whether or not a surface is considered accessible to
a mobility device user.
In order for the above noted surfaces to be considered
accessible they must be maintained. Accessible
surfaces have to be essentially level with a cross
slope of no more than 1:48 and a running slope that
does not exceed 1:16 beveled.
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All surfacing materials, especially loose materials
settle over time. During low frequency inspections
check areas where two surfaces come together such
as a concrete sidewalk adjoining a unitary material.
Make certain that the vertical change of elevation
does not exceed 1/2 inch and that there is not a gap
between the surfaces greater than 1/2 inch measured
horizontally. Where loose surfaces are used, check to
make certain that there is an appropriate transition
from a unitary surface such as a sidewalk or rubber
accessible route and the loose material. The solid
surface should be beveled or ramped down into the
loose material so that a drop off is not created when
the loose fill material compresses or is kicked away.
Check the surface at the base of a transfer platform
to make certain that the surface is essentially level
and that the distance from the top of the protective
surface to the top of the transfer platform is not less
than eleven inches and is not more than 18 inches.
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Low Frequency Inspection (Quarterly/Semiannually)
Playground

Codes

Date

Inspector

Equipment List

Page ___________ of ___________ (Hands On- Physical Check Inspector)

The following codes can be used to indicate the present condition of the equipment so that corrective action
can be planned, tracked, and documented.

GENERAL SAFETY
1. Warning labels and age signage present and legible
2. Equipment free of crush and shear hazards
3. Equipment free of entanglement hazards, protrusions
4. Equipment free of sharp points, edges
5. Bolts ends less than two threads, rounded, smooth
6. No change in openings causing head entrapment

Code

Explanation

N/A (Not Applicable)

A “N/A” indicates that the component or information is non-existent or not
provided, either because it does not apply to a particular component or because
the answer is not available.

√ (Okay)

A check mark indicates that the component has been checked and that the
conditions are satisfactory.

M (Maintenance)

An “M” indicates that the condition was corrected during the inspection. Examples
would be tightening hardware or removing debris.

R (Repair)

An “R” indicates that repairs cannot be readily completed while the inspector is
on site and follow up repairs will be necessary by a skilled staff member or outside
vendor. If the condition could present a hazard to users, the equipment should be
taken out of service until the situation can be corrected. When the repairs have
been made, indicate so by marking an “X” for completed maintenance.

O (Outstanding)

An “O” indicates that a serious hazard may be present requiring additional action
or that the inspector wants or needs a second opinion. If the condition could
present a hazard to users, the equipment should be taken out of service until
the situation can be corrected. When the repairs have been made, indicate so by
marking an “X” for completed maintenance.

7. No insect, bird or animal infestation
FINISHES & MATERIAL CONDITIONS
1. Metal surfaces are free of rust and loose paint chips
2. Surfaces are clean, free of graffiti and vandalism
3. Wood is free of rot, splinters, warping, checking
4. Free of bent, broken, missing parts, excessive wear
5. Plastics components are free of cracks
6. Welds are intact and crack free
7. PVC coatings are not peeling and in good condition
FASTENERS
1. Hardware is present, tight and fully engaged
2. Pipe caps are present on ends of tubing
3. Fittings/bearings are functional, greased, squeak free
4. Turnbuckles are engaged and properly adjusted
5. Cables/ropes are anchored and not unraveled
STRUCTURAL MEMBERS
1. Footings/anchoring devices are secure and stable
2. Structural members are sound and securely fastened
3. Springs/rocking components in good repair
GRIPPING & STEPPING COMPONENTS
1. Hand gripping components secure and do not rotate
2. Stepping surfaces are level, stable and clean
3. Foot holds/rungs are tight and free of excessive wear
SLIDES

Examples:

1. Slide bedway and rails are smooth and clear of debris
2. Bedway at platform is free of entanglement hazard
SWINGS & MOVING COMPONENTS

•

The inspector may not have the authority to order the removal of a piece of
equipment.

•

The inspector may be unsure of the existence of a protrusion or entanglement
hazard and needs to consult with a CPSI.

•

The structural integrity of a piece of playground equipment is in question and
a structural engineer must be consulted.

1. Chains are not twisted and are free of excessive wear
2. S - hooks are not worn and closed to within 0.04 inch
3. Swing hangers & bushings are free of excessive wear
4. Swing seats are smooth & in good condition
5. Tire seats are lightweight, smooth & in good condition
6. Tire swing assemblies greased and in good condition
7. All moving components are in good condition, secure, & lubricated
OTHER
PROTECTIVE SURFACING

Comment on back

P (Parts)

A “P” indicates that replacement parts are required and need to be ordered and
installed. If the condition could present a hazard to users, the equipment should
be taken out of service until the situation can be corrected. When the repairs
have been made, indicate so by marking an “X” for completed maintenance.

X (Corrected)

An “X” indicates that all necessary work and actions have been taken to repair,
replace, or remove an unacceptable condition. Make certain that the date of
correction is written beside the “X.”

1. Loose-fill surfacing is level and at proper depth
2. Use zones are clear of obstacles and debris
3. Surface drainage is functional with no standing water
4. Wear mats are properly secured in place, level
5. Unitary surfaces are intact, free of depressions & ruts
6. Surfaces intended to be accessible are essentially level (1:48 cross slope, 1:16 running slope)
7. Accessible surfaces are free of abrupt changes of elevation greater than ½ inch and do not have
cracks or gaps greater than ½ inch horizontal.
8. Transfer platforms have a height above the surfacing between 11 and 18 inches.
Codes

N/A (Not Applicable)

√ (Okay)

M=Maintenance

R=Repair Required

O=Outstanding Issue

P=Parts Needed

X=Corrected

Reviewed By: __________________________________________________ Date: ______________________

Comments:

Note: This is a quarterly/semi-annual report and designed as a sample inspection report. Manufacturer’s maintenance instructions for inspection schedules and replacement
parts are to be referred to prior to any repairs. Maintenance schedules should be developed based upon actual or anticipated playground use” (CPSC). Retain all inspection
reports to assist in developing comprehensive maintenance programs, inspection schedules, and for future budgeting and planning.
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HIGH FREQUENCY INSPECTION GUIDE

Playground Equipment

Other

•

Check on and around the equipment for damage
resulting from vandalism or normal use. Damaged,
missing, and loose parts require immediate repair
or replacement.

In this section of the inspection form, add any other
condition not already listed that should be noted.

Stability may be compromised by loose concrete
footings, which can develop under moving
equipment (swings, spring riders, whirls) or
when the ground has become saturated. Bent
or unstable equipment must be addressed
immediately.

See the reverse side of each inspection form for an
explanation of the codes to use when completing the
inspection.

This inspection form guide details daily/weekly maintenance tasks that should be done within the play
environment. Each section of the form is described in detail below. Refer to the previous section for additional
inspection task details and information about playground surfacing.

Important Headings to Document

•

•

The name, location, or proper means of identifying the playground

•

The name and position of the person conducting the inspection

•

The date and day of the week of the inspection

General Areas

Protective Surfaces

•

•

The play area should be cleaned of trash, broken
glass, storm remnants (like tree limbs), and other
items that may be hazardous. Trash cans should
be emptied when necessary.

•

Entry and perimeter walkways should be free
from ice and trip hazards such as scattered gravel
or sand.

•

The general area should be checked for
vandalism and changes made to the environment
by its users. Examples include objects like site
furnishings moved into the use zones and ropes
or other items tied to the equipment.

•

Visually check to see if the area is free from
standing water and that drains are clear and
working.

•

Visually inspect above the play area for dead
trees and branches. After a storm, look for broken
limbs and damaged trees and electrical wires
that may fall into the play area.

Be aware of dangers created by weather
conditions and vandalism.

•

Clean away foreign materials, like rocks, that
could affect the impact attenuation (cushioning)
ability of the surface or be a hazard.

•

Loose-fill surfacing materials require regular/
daily raking and leveling, particularly under and
around swings and slide exits. The use of wear
mats will minimize the need for raking under
these components.

•

Raking can keep loose-fill materials level and
prevent compaction.
Mark upright support posts and borders/curbs
to indicate the proper surfacing depth.

•

Unitary surfaces can deteriorate, crack, and
separate. Check for any severe wearing and
conditions that could create trip hazards.

•

If there are exposed concrete footings, level and/
or top off the surfacing or close the area for use.

•

Loose borders/curbs can present a trip hazard
and should be corrected.

•

Standing water can breed mold, mildew, and
bacteria; speed up the deterioration of organic
loose-fill materials; affect the impact attenuation
of loose-fill materials; and freeze, reducing the
protective characteristics of the surfacing.

Foreign objects such as toys, ropes, dog leashes,
and sticks should be removed from the playground
equipment. Ropes tied onto equipment need to
be cut off immediately because they can become
strangulation hazards.

•

Because moving parts are subject to heavy use,
the integrity of the component, all its parts,
and the anchor or attachment point should be
checked frequently and should be greased or
lubricated during inspection.

•

Glass, drug paraphernalia, and other dangerous
materials should be removed.

Codes

Inspection Comments
Specifically detail any items requiring action by
personnel and note the date of repair. Utilize the
back of the inspection report for further descriptions
and/or drawings.
Review
This report is to be reviewed, approved, dated,
and retained by the owner or their representative,
demonstrating his or her awareness of the conditions
noted in the report.

All moving components must be well
anchored and lubricated.

Check inside tunnels and tube slides as well as
between the sections of slides to make certain
there are no hidden dangerous materials.

Clean up playground litter.
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Codes

High Frequency Inspection (Quarterly/Semiannually)
Playground

Inspector

Week of

Walk-through Visual Check & Routine and Cleaning Tasks

Mon

Tue

Wed

Thur

Fri

Sat

Sun

GENERAL AREA

The following codes can be used to indicate the present condition of the equipment so that corrective action
can be planned, tracked, and documented.
Code

Explanation

N/A (Not Applicable)

A “N/A” indicates that the component or information is non-existent or not
provided, either because it does not apply to a particular component or because
the answer is not available.

√ (Okay)

A check mark indicates that the component has been checked and that the
conditions are satisfactory.

M (Maintenance)

An “M” indicates that the condition was corrected during the inspection.
Examples would be tightening hardware or removing debris.

R (Repair)

An “R” indicates that repairs cannot be readily completed while the inspector is
on site and follow up repairs will be necessary by a skilled staff member or outside
vendor. If the condition could present a hazard to users, the equipment should
be taken out of service until the situation can be corrected. When the repairs
have been made, indicate so by marking an “X” for completed maintenance.

O (Outstanding)

An “O” indicates that a serious hazard may be present requiring additional action
or that the inspector wants or needs a second opinion. If the condition could
present a hazard to users, the equipment should be taken out of service until
the situation can be corrected. When the repairs have been made, indicate so by
marking an “X” for completed maintenance.

Area is free from all trash, broken glass, weeds, and storm remnants
All walkways are free from ice and trip hazards
No hazards have been created by vandalism or user modification
Drains are working properly
There are no overhead hazards that could fall on users

PROTECTIVE SURFACES
Surfaces are free from all debris and foreign material
Loose-fill surfaces are level, particularly under swings & slide exits
Loose-fill surfaces are raked to proper depths and properly compacted
All unitary surfaces are intact and free from trip hazards
There are no exposed footings or loose borders/curbs
Surface drainage is functional with no standing water
Protective surfaces are not frozen

PLAYGROUND EQUIPMENT
There are no damaged, loose, vandalized, or missing parts
Equipment is not bent and is stable
There are no user modifications, like ropes tied to parts
All moving parts, like swing seats and chains, are in good repair

OTHER

Examples:

Codes

N/A (Not Applicable)

Inspection Comments

√ (Okay)

M=Maintenance

R=Repair Required

O=Outstanding Issue

P=Parts Needed

Details (use back of form for additional comments)  See Attached

X=Corrected

Repair Date

Monday
Tuesday
Wednesday

•

The inspector may be unsure of the existence of a protrusion or entanglement
hazard and needs to consult with a CPSI.

•

The structural integrity of a piece of playground equipment is in question
and a structural engineer must be consulted.

A “P” indicates that replacement parts are required and need to be ordered and
installed. If the condition could present a hazard to users, the equipment should
be taken out of service until the situation can be corrected. When the repairs
have been made, indicate so by marking an “X” for completed maintenance.

X (Corrected)

An “X” indicates that all necessary work and actions have been taken to repair,
replace, or remove an unacceptable condition. Make certain that the date of
correction is written beside the “X.”

Friday

Sunday

The inspector may not have the authority to order the removal of a piece of
equipment.

P (Parts)

Thursday

Saturday

•

Reviewed By: __________________________________________________ Date: ______________________
Note: This is a high frequency report and designed as a visual assessment of the play area, play equipment, and play surfacing. Frequently used playgrounds
may require a more detailed report by a staff member experienced in repair and playground inspection. Always consult manufacturer’s maintenance instructions
for inspection schedules and replacement parts. “Maintenance schedules should be developed based upon actual or anticipated playground use” (CPSC).
Retain all inspection reports to assist in developing comprehensive maintenance programs, inspection schedules, and for future budgeting and planning.
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Performing Required Maintenance

Performing Required Maintenance

Construction fencing may be used temporarily to close the play area for repairs. Caution tape should only be
used for a very short time and while maintenance staff is onsite.

may be used for longer periods of time but should still
be considered to be a temporary solution.
Keeping an inventory of items that are commonly
replaced such as “S” Hooks, swing chains, swing
hangers and swing seats allow maintenance to be
performed without having to take the equipment out
of service for any length of time.
When it will take days or weeks to make the repair
a more permanent solution should be considered. If
a component or section of equipment is damaged
it may be necessary to keep children from using
that piece of equipment while a replacement part
is being ordered. If the equipment is freestanding,
meaning it is not part of a composite unit, consider
installing portable fencing around the entire piece of
equipment with a sign that states that this equipment
is closed for repair.

Due to the wide variety of playground equipment,
and materials used to construct the equipment,
there are many types of repairs that may need to be
done to keep playground equipment and surfacing
compliant and functional. You may choose to handle
some of the more common repairs, like tightening or
replacing hardware, repainting structures, or topping
off loose fill surfacing to compliant depths. Other
repairs, including part replacement, entrapments,
or repairing unitary surfaces require specialized
knowledge and experience and are best left to a
professional crew to ensure your playground meets
all applicable standards before being put back into
service.
To understand the best way to handle a repair, start
with the company you purchased the playground
from. Many have local representatives that can
even come to your site and evaluate the best way
to handle a repair. If you don’t remember the name
of the company or the local sales representative/
agency, check your paperwork for this information,
or look on the equipment for a sticker that should
list the name of the manufacturer, and often their
phone number. The sticker is usually located on an
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upright (the vertical poles that attach the structure
to the ground.) The manufacturer name might also
be found molded into plastic parts, or stamped onto
post caps or collars. The manufacturer will be able
to send the correct part, as well as refer you to a
professional if the repair requires a trained specialist.
There will be times when it is necessary to take a
piece of equipment or a component out of service
either temporarily while a repair is being made or
longer term when replacement parts are on order.
It is important that care is taken to protect the site
while keeping children from coming into contact
with the hazard that has been identified. How this is
done can impact the safety of the playground.
When making a repair such as replacing an “S” hook
or swing seat or performing routine maintenance
where the person making the repair is on site, it is
acceptable to rope off the area using caution tape or
plastic construction fencing. A sign stating that the
equipment is temporarily closed for repair should be
placed next to the equipment or on the plastic fencing.
Caution tape is only acceptable for a very short time
while the maintenance staff is performing the repair.
Plastic construction fencing in conjunction with a sign

Preserving the Play Environment • Promoting the Value of Play • Protecting Children

If the play component is part of a composite
structure and children could still play on the rest of
the equipment without being in danger, the damaged
component could be taken out of service instead
of the entire composite structure. When doing this
it is important to avoid creating a greater hazard.
Consider removing the damaged component and
blocking off the entrance to the component from the
platform it attaches to.

If removing a damaged component but
keeping structure open, block the entrance to
the component to help avoid harm.

A piece of plywood wide enough to block off the
entire opening and at least 38 inches high could be
attached to the structure. The plywood should be
attached to the structure so that children are not
able to remove it and in such a manner that sharp
edges, protrusions, entrapment and entanglement
hazards are not created. Many agencies order extra
protective barriers from their playground equipment
suppliers so that when a component is damaged
they can remove the component and put a protective
barrier in the opening until a replacement component
can be ordered and installed.
Often, depending on the design of the damaged
component, there are metal pipes that are used to
support the play components that are embedded
into the ground. It may not be desirable to remove
these support pipes, especially if they will be
reused when the replacement part is received. Care
should be taken to properly protect children from
any hazards that might be associated with the
remaining product.
Never leave what was intended to be a temporary
solution in place for an extended period of time. If
there is no money for replacement parts, a more
permanent solution should be considered or the
product should be removed completely.

Proper and timely playground
maintenance helps ensure children
are playing on a compliant structure.
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Nature Play Areas

Nature Play Areas

Providing natural play areas for children is gaining in popularity. Childcare centers, schools, and parks are
recognizing the need for children to interact with the natural world. A comprehensive program of playground
safety will also include inspection and management of natural play areas.

A secondary pathway encourages exploration with the natural environment as well as the manufactured play structure.

Man-Made Nature Play

Children playing together in a naturalized outdoor learning environment.

For the purposes of this workbook, “Nature Play”
is an environment that allows children to engage in
unstructured play with natural materials in a natural
setting. There are two distinct types of natural
settings: undeveloped areas and man-made areas.
Undeveloped Natural Environment
These are specific environments where nature is
simply there for the child to discover and explore.
These areas might be a meadow, waterway, and
woods that are designated for natural play. It might
be a section of the woods off of a trail that is set
aside for children to interact with.
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Good safety management practices would suggest
that even though these areas are undeveloped you
are inviting the children to play in this environment
and therefore care must be taken to ensure that no
hazards are present beyond those that are part of
a natural environment. A trained inspector should
check these areas looking for hazardous conditions
such as, but not limited to broken branches, leaning
fallen trees, rotting or decomposed trees, poison
plants, or evidence of vandalism that has created a
hazard. Routine maintenance should be performed
to remove trash and debris and take care of any
issues that might surface. It is also recommended
that playground surfacing guidelines are followed, as
falls from natural materials also may occur.
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A man-made nature play area is one where the
owner has taken natural elements such as boulders
and tree sections and placed them in an area with
the intention that children interact with the materials
in an unstructured manner. Many of these areas
are rich in diverse plant materials, loose parts and
may include natural or man-made water areas. In
this category, there is quite a range of complexity
of design. Often the intent of these areas is to
allow children the freedom to explore the natural
materials and to provide an element of risk taking
that is appropriate for the age of the child. Careful
consideration of safety concerns should be given to
these developed areas.
The area should be evaluated giving consideration to
how the children will be using the natural materials.
Take a common sense approach using professional
judgment. If the intent of the element is for children
to climb, protective surfacing materials should be
provided in an area where a child might be expected
to fall. Precautions should be taken to make certain
that large rocks and logs are anchored securely, are
stable and not in danger of coming apart or moving.
When combining or constructing natural materials,

make certain to eliminate head entrapments in
completely bound openings and protrusion hazards.
The playground standards do not officially have
to be applied in a strict sense but do give them
consideration to promote a safer environment.
Before creating your inspection and maintenance
protocol, have conversations with your agency
safety management staff to make certain that you
have provided a means to fulfill your agency’s safety
and risk obligations.
When natural play elements are combined with
traditional play equipment such as using boulders
to access a platform or attaching a net climber to
a log or a rock formation, the configuration should
be treated as if it is playground equipment and must
meet the criteria of the ASTM F1487 Standards, and
protective surfacing must be provided.
Mankind has been playing in nature since the
beginning of time. Only in recent years has our
society felt the need to define and organize what
until now was considered to be so natural. Nature
play is ever changing with the dawn of a new day and
each change of season. Inspection and management
protocols need to be just as flexible.
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Resources
Glossary
CPSI - Certified Playground Safety Inspector is a person
who is certified by the National Recreation and Park
Association to perform playground safety inspections.
Crush and shear points - These junctures can cause
laceration, abrasion, amputation or fracture during
use. They are defined as any point that can entrap a
5/8 inch diameter rod when one portion of the moving
component closes down upon another component.
Entanglement - This condition occurs when a person’s
clothing or items worn around the person’s neck
become caught or entwined on play equipment.
Entanglement can result in strangulation, loss of a body
part, or emotional injury.
Entrapment, head - Any condition which impedes
withdrawal of the head when the body has penetrated
an opening. Head entrapment can result in strangulation.
Guardrail - The device around a platform or
elevated surface that helps protect a child from an
inadvertent fall.
Impact attenuating surfacing- Material(s) to be used
within the use zone of any playground equipment.
Protective surfacing shall meet the minimum impact
attenuation requirements of ASTM specification F1292.
Partially bounded opening - Any opening in a piece
of play equipment that is not totally enclosed by
boundaries on all sides so that the perimeter of the
opening is discontinuous.
Projection - A component which, due to its physical
nature, must be tested to determine whether or not
the projection would be considered to be a protrusion
or entanglement hazard. Such a component would fit
inside one of the three projection gauges.
Protective barrier - An enclosing device around an
elevated surface that prevents both inadvertent and
deliberate attempts to pass through the device.
Protrusion - A projection which, when tested in
accordance with the requirements herein would be
found to be a hazard having the potential to cause
bodily injury to a user who impacts it.
Sharp edge/point - An edge or point that could lacerate
the skin.
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Replacement Parts
GameTime
150 PlayCore Drive
Fort Payne, AL 35967
gametime.com | (800) 235-2440

Trip hazard - An abrupt change in elevation that is not
clear and obvious to the user.
Use zone - The area beneath and around equipment
where a child might be expected to land if they were to
fall from the equipment. This area must be covered with
an impact attenuating surfacing material.

Organizations
NRPA - National Recreation and Park Association
(www.nrpa.org/playgroundsafety; 800-626-6772)
NRPA is dedicated to educating professionals and the
public on the essential nature of parks and recreation.
IPEMA - International Play Equipment Manufacturers
Association (www.ipema.com; 888-944-7362)

To make a warranty claim, send your written statement of claim, along with the original purchase invoice or
invoice number to: GameTime, Customer Service, P.O. Box 680121, Fort Payne, AL 35968. For more information
about your warranty contact your local GameTime representative at the phone number or website listed above.
To purchase additional surfacing materials or replacement GameTime parts or components that are not under
warranty, please contact your GameTime representative at (800) 235-2440 or gametime.com and provide the
part number as indicated below.

Maintenance Products
ASTM Inspection Kit

Plastisol

Graffiti Remover

Touch-up Paint

#6101

IPEMA is a non-profit, membership, trade association
that represents and promotes an open market
for manufacturers of playground equipment and
surfacing.

#140212

NPPS - National Program for Playground Safety
(www.uni.edu/playground; 800-554-7529)
NPPS is the premier non-profit organization in the
United States delivering training and services about
outdoor play and safety.

#157740

#139361
Indicate color

ASTM - ASTM International
(www.astm.org; 610-832-9500)
ASTM, formerly the American Society for Testing and
Materials, is an independent and renowned developer
of technical standards utilized in testing a multitude of
products, including playground equipment and related
products.

Signs and Labels

CPSC - Consumer Product Safety Commission
(www.cpsc.gov; 800-638-2772)
The CPSC regulates many products, including
playground equipment and related products, to help
ensure consumers/users safety.
Access Board - U.S. Architectural and Transportation
Barriers Compliance Board
(www.access-board.gov; 800-872-2253)

Replacement Labels

Age Appropriate Fiberglass Signs

#169164 Warning concerning hard
surfaces (shown)

#5032 Age 2 to 5
#5033 Age 5 to 12 (shown)
#5034 Age 2 to 5 or 5 to 12

#168285 Age appropriate 5 to 12
(shown)
#169163 Age 2 to 5 or 5 to 12
#168284 Age 2 to 5

The Access Board has completed Accessibility
Guidelines for Play Facilities as set forth in the
Americans with Disabilities Act of 1990.
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Replacement Parts

Replacement Parts

Swing Accessories

Tire Swing Accessories

Galvanized Chain
#80 Chain (shown)
#1080 Heavy duty chain

Swing Hangers
#1461 2-3/8” O.D. Toprail (left)
#1462 3.5” O.D. Toprail
#1463 5” O.D. Toprail

Swing Clevis
#166683

S Hook
#1

S Hook Pliers
#4248

Anti-wrap swing hanger (right)
#8105 2-3/8” O.D. Toprail
#8106 3.5” O.D. Toprail

Swing Seats

Swing Seats

Swing Seats

#8520 Enclosed tot seat (above)
#8693 Enclosed tot seat with clevis

#999 Super Seat 2 (above)
#8690 Super Seat 2 with clevis

#1047 Belt seat (above)
#8691 Belt with clevis

#159194 Tire swing bracket (right)
#176318 44-1/4 chain
#300196 Tire seat
#304005 Tire seat support ring

Surfacing

Poured-in-place

Bonded rubber

Rubber tiles

Shredded rubber

Engineered wood fiber

Synthetic turf

Wear Mats
#161292

PlayCurbs 4’ sections
#4850 Recycled black, 8” high
#4851 Color, 8” high
#4860 Recycled black, 12” high (shown)
#4861 Color, 12” high

37

Preserving the Play Environment • Promoting the Value of Play • Protecting Children

Preserving the Play Environment • Promoting the Value of Play • Protecting Children

38

Notes
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Playground
Inspection &
Maintenance Guide
For more information on building
communities through play & recreation:
playcore.com | (877) 765-7563

[CITY/TOWN OF] Playground Safety Management - Attachment B

HIGH FREQUENCY (DAILY) INSPECTION FORM
Site Name/ID:

Inspection Date:

Inspected By:

Vendor/Department:

Start Time:

 am  pm

CORRECTIVE ACTION REQUIRED:

End Time:

Area Cleanliness (debris, graffiti, etc.)
Signage
Hardware
Chains
Rails
Seats
Wood
Walkways, Platforms and Steps
Structure Footers
Proper Drainage (no standing water)
Surface Material Areas (clean and raked):
Swings
Climbers
Fire Pole
Slide(s)
Other:
Reviewed:

Overall Condition:  GOOD  FAIR  POOR  CLOSED

1: Immediate 2: Priority
3: Closure
X: Corrective Action Completed
–OR-

Inspection Components

OFFICE USE ONLY:

 am  pm

Good

Condition
Fair
Poor

Missing

4: Preventative Maintenance -ANDO: Work Order Written; Supervisor Notified Immediately
Action
Codes

 Assistant Superintendent of Parks

Initials:

 Superintendent of Parks

Initials:

Work
Order #

Comments

Date:

Photos:  Yes  No
Date:

Comments:
Repair Status:  Completed By:
Closure Status:  Permanent; Equipment Removed

Date:
Date:

 Temporary; Re-Opened

 Scheduled:
Date:

IMPORTANT: THIS INFORMATION HAS BEEN PREPARED TO ASSIST THE ENTITY IN DEFENDING POTENTIAL LITIGATION. DO NOT RELEASE TO ANY
PERSON EXCEPT AN AGENCY OFFICIAL, INVESTIGATING POLICE OFFICER, OR THE DESIGNATED CLAIM REPRESENTATIVE.

[CITY/TOWN OF] Playground Safety Management - Attachment C

LOW FREQUENCY (QUARTERLY) INSPECTION FORM
Site Name/ID:

Inspection Date:

Inspected By:

Vendor/Department:

Start Time:

 am  pm

CORRECTIVE ACTION REQUIRED:

End Time:

Area Cleanliness (debris, graffiti, etc.)
Signage
Hardware
Chains
Rails
Seats
Wood
Walkways, Platforms and Steps
Structure Footers
Proper Drainage (no standing water)
Surface Material Areas (clean and raked)
Swings
Climbers
Fire Pole
Slide(s)
Other:

Reviewed:

Overall Condition:  GOOD  FAIR  POOR  CLOSED

1: Immediate 2: Priority
3: Closure
X: Corrective Action Completed
–OR-

Inspection Components

OFFICE USE ONLY:

 am  pm

Good

Condition
Fair
Poor

Missing

4: Preventative Maintenance -ANDO: Work Order Written; Supervisor Notified Immediately
Action
Codes

Work
Order #

 Assistant Superintendent of Parks

Initials:

Date:

 Superintendent of Parks

Initials:

Date:

Comments

Photos:  Yes  No

Comments:
Repair Status:  Completed By:
Closure Status:  Permanent; Equipment Removed

Date:
Date:

 Temporary; Re-Opened

 Scheduled:
Date:

IMPORTANT: THIS INFORMATION HAS BEEN PREPARED TO ASSIST THE ENTITY IN DEFENDING POTENTIAL LITIGATION. DO NOT RELEASE TO ANY
PERSON EXCEPT AN AGENCY OFFICIAL, INVESTIGATING POLICE OFFICER, OR THE DESIGNATED CLAIM REPRESENTATIVE.

[CITY/TOWN OF] Playground Safety Management - Attachment D

PLAY EQUIPMENT INVENTORY
Site Name/ID:

Overall Condition (Last Inspection):

Inspection Date:

 GOOD  FAIR  POOR  CLOSED

Inspected By:

Manufacturer:

Certificate of Insurance on File:  Yes  No

Address:

Phone:

Purchase Date:

Install Date:

Expected Useful Life:

Equipment Installer:

Phone:

Surface Material Installer:

Phone:

Design Engineer/CPSI:

Phone:

Equipment Components:

Brief Description:

Material Type:

Condition:

Comments:

Surface Materials
Structure/Footers
Area Walkways/Curbs
Area Drainage
Other Site Amenities:  Picnic Area  Restrooms  Athletic Fields/Courts  Drinking Fountains
Other Comments:

[CITY/TOWN OF] Playground Safety Management - Attachment E

ACCIDENT/INCIDENT REPORT
Site Name/ID:

Incident Date:

Location /Address:

Time:

 am  pm

Equipment/Area Involved:

Type of Claim:  Bodily Injury  Property Damage Medical Bills Only

Claim Filed?  Yes  No  Not Sure

Brief Factual Statement of Incident:
Were there witnesses to the incident?  Yes  No
Post-Incident Site Inspection:

If yes, number of witness statements attached:

By:
[Attach Inspection Report and Photos]

DESCRIPTION OF INJURY
Name of Injured Person:

Birth Date:

Address:

Sex:  M  F

City:

Phone: Day

State:

Evening

Zip:

Other

Describe Injury:
First Aid Administered:  Yes  No

Paramedic Services Offered?  Yes  No Accepted?  Yes  No

Describe First Aid:
Police Called?  Yes  No

By Whom:
Dept:

Officer:

Did the injured person make any statement?  Yes  No If yes, what was said?
Parents/Relatives Present?  Yes  No If no, were they notified?  Yes  No By Whom:
Parent/Relative Name:

Relationship:

Address:
Phone: Day

City:

State:

Evening

Zip:

Other

DESCRIPTION OF PROPERTY DAMAGE
Name of Property Owner:

Birth Date:

Address:
Phone: Day

Sex:  M  F

City:
Evening

State:
Other

Describe Damage Property:
Estimated Repair Cost:

Estimates Attached?  Yes  No

Zip:

[CITY/TOWN OF] Playground Safety Management - Attachment E

ACCIDENT/INCIDENT REPORT
FOR OFFICE USE ONLY
IMPORTANT: THIS INFORMATION HAS BEEN PREPARED TO ASSIST THE ENTITY IN DEFENDING POTENTIAL LITIGATION. DO
NOT RELEASE TO ANY PERSON EXCEPT AN AGENCY OFFICIAL, INVESTIGATING POLICE OFFICER, OR THE DESIGNATED
CLAIM REPRESENTATIVE.
Report Prepared By:
Title:

Date:
Department:

Phone:

MANAGEMENT/SUPERVISOR INCIDENT REVIEW
Completed By:
Title:

Date:
Department:

Phone:

Did any action on the part of the injured party contribute to this incident?  No  Yes, describe:
Did any unsafe act, condition, or work procedure contribute to this incident?  No  Yes, describe:
Describe corrective action(s) taken to prevent reoccurrence:
Have any medical bills been submitted for reimbursement?  No  Yes
If a claim has not been filed to date, is it reasonably expected that the injured party will submit a claim?  No  Yes
Was PARSAC notified of the claim or serious injury?  Reported  Full Copy Forwarded  No
If no, has the incident/claim been resolved?  Yes  No
Report Reviewed By:

 Dept. Superintendent/Director

Initials:

Date:

 City Manager

Initials:

Date:

 Risk Manager

Initials:

Date:

 City Attorney

Initials:

Date:

PARSAC Quick Sheet

Playground Safety
Management
A Playground is an environment for children to learn and develop essential life skills. However, they can also be a source of liability for public agencies if they are not properly managed. According to the U.S. Consumer Product Safety Commission, over

200,000 children ages 14 and under are treated for playground related injuries
each year. Many of these injuries can be prevented with a proactive Playground Safety Management Program.

INSPECTIONS

CORRECTIVE ACTIONS

Frequency of inspections is based on several
factors such as playground usage, age, vandalism, frequency of reported injuries, etc.
High Frequency Inspections shall be conducted daily, but not less than weekly in accordance
with your agency’s playground safety management program.
Low Frequency Inspections shall be conducted quarterly, but not less than annually to evaluate structural integrity
and wear and tear of each piece of equipment. The focus
is preventative maintenance and shall be completed in accordance with your agency’s playground safety program.

Any playground equipment determined to be unsafe, or
presents safety concerns must be corrected as soon as
possible. Immediate corrective actions include:
 Removal of litter, animal feces, broken glass or debris
 Raking or filling in low spots under equipment
 Clean and disinfect equipment
 Repair fallen signs
 Removal of graffiti
 Removal of playground equipment if it poses a serious risk of injury to the public. If equipment cannot
be immediately removed, barricades should be installed to prevent falls from any openings created
by the removal of the equipment.

TRAINING
Staff involved with installation, inspection and maintenance of playground equipment must be properly trained
to identify hazards in the play area, layout and equipment. Staff conducting high frequency inspections
should be:
 Trained in use of inspection forms, procedures, doc-

umentation, and reporting requirements.

 Trained in specific maintenance duties: raking sur-

face materials, identifying and removing hazards,
and evaluating general condition of playground
equipment.

 Trained in repairs to be made to equipment in ac-

cordance with manufacturer’s recommendations.

Staff conducting low frequency inspections should
attend training provided by NPSI and successfully complete CPSI certification and be familiar with the maintenance guidelines of each manufacturer.

SIGNAGE
All signage should be securely installed at all defined
entrances to the play area. If several access points exist, signage should be placed at each access point.
Language should include:
 Use rules
 Hours of operation
 Recommendation that adult supervision be provided for all users
 Age appropriateness for equipment
 Warning communicating removal of helmets, drawstrings or accessories around neck
 Warning communicating hot play surfaces
 Warning communicating hazard of play equipment
located over hard surfaces

RECORD KEEPING
All inspection records should be maintained in accordance with your agency’s record retention policy. Inspectors should use the appropriate forms to document all
inspections and provide the forms to appropriate managers.
A sample program can be located on the PARSAC website at: www.parsac.org, under Best Practices. If you have any questions or would like more information, feel free to contact Erike Young at
eyoung@parsac.org.

August 29, 2019
Executive Committee Meeting

OPERATIONAL BEST PRACTICES
Heat Illness Prevention Program
SUMMARY: As California continues to experience an increasing number of days with
high and excessive heat warnings, temperatures in excess of 95 degrees Fahrenheit, it is
important that members implement heat illness prevention protocols and train impacted
employees on how to prevent heat illness. PARSAC provides a model Heat Illness
Prevention Program that complies with Cal/OSHA requirements to members; however,
many members do not have a written program in place. In order to increase awareness of
the need to implement a Heat Illness Prevention program, staff has created two Quick
Sheets on Heat Illness Prevention and developed an online Heat Illness Prevention course
that is available on PARSAC TV. Staff is recommending approval of the Heat Illness
Prevention Quick Sheets and online training to be included in the PARSAC Operational
Best Practice library.
RECOMMENDATION: Approve, recommend Board ratify.
DISCUSSION: On June 15, 2006, Cal/OSHA approved a permanent heat stress standard
that was created to protect outdoor workers from heat-related deaths and illnesses. The
standard applies to “all outdoor places of employment” when temperatures exceed 80
degrees Fahrenheit and requires employers to:
•
•
•
•

Train all employees and supervisors about heat illness prevention.
Provide enough fresh water so that each employee can drink at least 1 quart, or four
8-ounce glasses, of water per hour, and encourage them to do so.
Provide access to shade and encourage employees to take a cool-down rest in the
shade for at least 5 minutes. They should not wait until they feel sick to cool down.
Develop and implement written procedures for complying with the
Cal/OSHA Heat Illness Prevention Standard.

PARSAC provides a model Heat Illness Prevention Program that complies with Cal/OSHA
requirements to members; however, many members do not have a written program in place.
Staff recently began creating “PARSAC Quick Sheets,” informational one-page sheets
meant to provide best practices in a more simplified form and supplement the
corresponding sample policies available to members. Staff created two Quick Sheets on
Heat Illness Prevention to supplement the current Heat Illness Prevention sample program
document. One of the Quick sheets provides a basic outline of what should be incorporated
in the HIPP, while the other provides further details on each requirement. Additionally,
Staff developed an online Heat Illness Prevention course that is available on PARSAC TV.
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FISCAL IMPLICATION: Implementation of risk management standards will increase
member awareness of hazards, reduce exposures and ultimately lower the members’ and
pool’s claim costs.
ATTACHMENT: Heat Illness Prevention Plan Quick Sheet and Heat Illness Prevention
Quick Sheet

Page 2 of 2

PARSAC Quick Sheet

Heat Illness Prevention
Did you know failing to implement a written Heat Illness Prevention Plan can
result in a Cal/OSHA citation? Employers are required to provide a plan that is written in both English

and the language understood by most employees. It is to be made available at the worksite, to employees, and can
be included as part of your Illness and Injury Prevention Program.

At a minimum, your Heat Ilness Prevention Plan (HIPP) must address the following:
1. Access to Water— Employers must ensure at least two quarts of water for every
employee are available in clean, potable containers or water bottles. You may be cited if it is cumbersome for employees to access water as it is less likely the employee will drink enough water to fully protect themselves against heat illness.
2. Access to Shade— Shade must be available at the worksite whenever outdoor
temperatures reach 80 degrees Fahrenheit or more. It must be easy for employees
to reach shade, and the location must not deter or discourage access.
3. High Heat Procedures—When temperatures
reach 95 degrees Fahrenheit or
more, employers must implement
additional safety measures, which
include conducting a safety meeting to review your HIPP. Additional
measures include adjusting work
schedules to perform work in the
morning or evenings and assigning a “buddy” to be on the lookout for signs and
symptoms of heat illness to ensure emergency procedures are initiated as appropriate.
4. Acclimatization Methods—Acclimatization is a
process by which the body adjusts to increased heat exposure. The body needs
time to adapt when working in hotter environments. Acclimatization is fully
achieved in most people within 4 to 14
days of regular work involving at least 2
hours per day in the heat. Best practices
include finding ways to lessen the intensity of employees’ work during a heat
wave and during two-week break-in periods of new
employees.
5. Emergency Response Procedures—In the event
of a serious injury or illness, it is crucial emergency
medical services can be obtained rapidly and effectively. Employers are required to ensure effective
communication by voice, observation, or electronic
means is maintained so employees at the work site
can contact a supervisor or emergency medical services when necessary.
Procedures must include contacting emergency
medical services when necessary as well as taking
immediate steps to keep a stricken employee cool
and comfortable after emergency service responders
have been called.

6. Training—Employers must train all employees, both supervisory and non-supervisory on:
 Risk factors for heat illness
 Signs and symptoms of heat illness
 Methods to prevent heat illness
 Policies and procedures established to com-

ply with regulations.

Training must be provided prior to the beginning
of work involving risk of heat illness. As a best
practice, some employers use a daily “tailgate
meeting” approach for refresher training prior to
the start of each work shift.
Publications and Resources
Please visit the Department of industrial Relations at www.dir.ca.gov/dosh/
hea llnessinfo.html and Safe at Work California
at h ps://safeatworkca.com/heat‐illness/
Need help with your HIPP?
A sample template is available on the PARSAC
website at: h p://www.parsac.org/dashboard/best
‐prac ces/.
Questions? Feel free to contact Erike Young at
eyoung@parsac.org.

PARSAC Quick Sheet

Heat Illness Prevention Plan
Does this Cal/OSHA
standard apply to your City?
The standard applies if you have employees working in “outdoor places of
employment” which are open areas,
not indoors, such as:
Aquatic Centers
 Parks
 Equipment and storage yards
 Water Treatment Plants
 Roads
 Construction sites
Most likely applies to employees in
Public Works, Parks & Recreation and
Police and Fire Departments.

Heat Illness Prevention Plans must address the following:

1. Provision of Water
Employees will have reliable access to drinking water to replace fluid lost due to heat & working conditions.



If this standard applies to your
to
City, you are required
establish a written Heat Illness
Prevention Plan (HIPP). You can
find a sample program
PARSAC website.

on

the

Who is Responsible?
Risk/Safety Managers—preparing,
maintaining, implementing a written program.
Supervisors—train employees and ensure they follow the program.
Employees—complying with provisions
of the program and notifying supervisor
if experiencing any heat illness symptoms.
Need Assistance? Contact PARSAC
staff at (916) 927-7727

2. Access to Shade
Employees are to be provided with access to an
area with shade that is either open to the air or provided with ventilation or cooling.

3. High Heat Procedures
When temperatures reach 95 degrees Fahrenheit
or more, Supervisors must implement additional
safety measures.

4. Acclimatization Methods
The body needs time to adapt when working in
hotter environments. Acclimatization is achieved in
most people within 4 to 14 days. Supervisors
should find ways to lessen intensity of work until
employees are acclimatized or during heat waves.

5. Emergency Response Procedures
In the event of a serious injury or illness, it is crucial
emergency medical services can be obtained rapidly
and effectively.

6. Training
All supervisory and non-supervisory employees, will
be trained on:
 Risk factors for heat illness
 Signs and symptoms of heat illness
 Methods to prevent heat illness
 Policies and procedures established to comply

with regulations.

