


Beverly next presented his report and an overview of recommended funding for the
Property Program. Rates have decreased and coverage terms remain stable, with an
“Upgrade to Green” option for using green building materials being offered for an
additional premium. The key change is additional pool funding of $30,000 for the
$250,000 deductible for flood losses to properties in flood zones.

After presentation and discussion funding for the Property Program was approved as
presented. /M/McPhillips/S/Karlen/C/unanimously approved.

7. Risk Management Committee Report

Risk Management Program Update

Gertruda Luermann, Risk Management Analyst, presented an overview of member
progress in implementing the Risk Management Policy, feedback and suggestions for
future risk management programs. Participation in the programs, grant funding, and
training attendance continue to increase. She recommended members review their
progress in meeting FY 07/08 goals and establish 08/09 goals as a prerequisite to
obtaining grant funding. She will gauge member interest in creating steering committees
for public works and recreation exposures to provide feedback for addressing those areas.

Risk Management Program Funding

Marcus Beverly provided an overview of the recommended Risk Management Program
funding for FY 08/09. The budget formula based on a percentage of funding remains the
same, with 5% for services and 5% for matching grants, rounded up to the nearest
$5,000. An additional $15,000 match is available for police, and this year members with
contract police receive an additional $5,000 grant. The grant for training increased from
$2,000 to $3,000 per member.

Other programs and staff funding remain the same, with an increase in the defensive
driving and Sewer Smart budgets. Recommendation includes authority for Risk
Management Committee to authorize purchase of new software up to $300,000.

After brief discussion the Board of Directors approved funding for FY08/09 as presented.
IM/Takahashi/S/Lester/C/Unanimously approved

Note: per request from the floor, members agreed to move to Item 9.B., to allow sufficient time
for discussion.

9. B. Revision of Memorandum of Coverage (MOC)
Ken Moy, Legal Counsel, presented a memo regarding proposed changes to strengthen
the inverse exclusion in the MOC. The revisions reflect the PLAN’s existing practice of
covering sewer claims while denying defense and indemnity for inverse claims that
include other causes of action. The intent is to reverse the effects of the trial court’s
decision in the Pacifica case.

He also provided a number of examples of regulatory and physical inverse claims and
discussed whether or not they would be covered. Members asked a number of questions
about the changes and the circumstances under which the exclusion would apply. The
distinction between physical and regulatory inverse was made, with Moy explaining the
basis for excluding non-negligent operation of a public improvement.

Moy prepared a subsequent memo summarizing his presentation and the examples
provided. The memo and examples are attached to these minutes for reference.
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After presentation and discussion the Board of Directors approved the revisions to the
MOC with the following changes:

0 Change the first line of section IV.I to “For an inverse condemnation claim
arising solely out of the non-negligent operation . . . “
0 Change section IV.G.3.iii to “the circumstances described under section 1V.1”

Further, the Board of Directors authorized Moy to make non-substantive edits to the final
sentences of sections IV.H and 1V.J.

IM/Galliano/S/Allen/C/unanimously approved.
8. Finance Committee Report

Marcus Beverly presented a brief overview of the PLAN’s financial reports and audited
financials. As of June 30, 2007, total assets were $48 million, with net assets increasing
by $7.4 million over the previous year. Liability claims paid were just under $2 million
and interest received just over $2 million.

The PLAN’s investments are currently earning over 4.5% with no exceptions to the
Investment Policy and no changes recommended. Portfolio duration remains slightly
below target due to continued inverse yield curve, but that should change as interest rates
increase.

Financial Report as of December 31, 2007

Audited Financials as of June 30, 2007

The Board accepted the Financial Report and Audited Financials as presented.
IM/Karlen/S/Chappelle/C/unanimously approved

C. Investment Policy

The Board of Directors voted to adopt the Investment Policy with no changes as
presented. /M/McPhillips/S/Mason/C/unanimously approved

w >

9. Claim Committee Report
A. Update on Activities
Beverly presented an update on the activities of the Claims Committee, including
significant claim settlements. No action taken, for information only.
B. Revision of Memorandum of Coverage (MOC)
See above and attached memo.

10. Administrative Budget FY 2008/09
Marcus Beverly presented the proposed administrative budget for Board approval. Most
of the categories remain unchanged, with a decrease in consultant expense and an
increase in personnel costs.

After presentation and discussion the administrative budget was approved as presented.
IM/Mason/S/Allen/C/unanimously approved.

11. Strategic Planning Discussion
Item 11. was tabled for future discussion.
12. Conference with Legal Counsel-Anticipated Litigation

Pursuant to Govt C. Sec. Section 54956.9(b) — One Case
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13. Open Session:
Julie Carter called the meeting into open session at 5:00 p.m. and announced no
reportable action was taken in closed session.

14. Other Business:
None

15. Adjournment:
Meeting adjourned at 5:03 p.m.

Respectfully Submitted,

Marcus Beverly
Risk Manager and Secretary
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