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INTER OFFICE MEMO

To:  Board of Directors Date: May 18, 2017

From: Erick Cheung, Director of Finance Reviewed by:

SUBJECT: EMPLOYMENT PRACTICES LIABILITY INSURANCE

Backqground:

At the February Administrative and Finance (A&F) Committee, staff provided an introduction on the status of
Employment Practices Liability (EPL) Insurance through CalTIP. EPL is a wrongful act that includes but not
limited to harassment, discrimination (i.e. age, gender, race, etc.), and wrongful termination. The CalTIP Board
decided in December of 2015 to stop covering EPL effective June 30, 2017. At that time, the Board agreed to
move forward with receiving quotes from Employment Risk Management Authority (ERMA) and a group purchase
commercial policy for EPL coverage.

In December 2016, the CalTIP Board proceeded to move forward to join ERMA, since the commercial policy
option was not acceptable. Based on the decision by the CalTIP Board, County Connection staff submitted an
application with ERMA and requested that Integro (County Connection Insurance Broker) request for quotes to
provide the coverage.

The A&F Committee heard proposals from ERMA and Integro. Based on the review of the proposals and a
lengthy discussion, the A&F Committee is recommending Integro — Capitol Specialty Insurance Corporation for
one year at the $250,000 retention level for $2 million of coverage.

To ensure there is no gap in coverage on July 1%, staff is requesting the Board approve EPLI at this meeting.
There will be representatives from Integro and ERMA to answer any additional questions the Board may have.

Summary:

The results of the quotes received from ERMA and Integro:

Premiums based on Retention Levels

Provider Coverage $75,000 $100,000 $250,000
S1 million with excess insurance
ERMA of $1 million $45,923
Integro - Capitol Specialty Insurance Corp. |$2 million $37,994 $30,330
Integro - Arch/Lloyd's (*) $2 million $48,762
ERMA $1 million $41,025
Integro - Capitol Specialty Insurance Corp. |$1 million $26,369 $21,450
Integro - Arch/Lloyd's (*) S1 million $36,120
Integro - Euclid/Lloyd's (*) $1 million $39,938
Integro - Capitol Specialty Insurance Corp. |$5 million $47,963
Integro - Arch/Lloyd's (*) $5 million $66,822

(*) Both companies did not originally provide a quote but submitted an initial estimate. Staff would need to submit application for formal quote.



ERMA

ERMA is the first statewide risk sharing pool created exclusively to provide broad coverage for EPL with tailored
loss prevention services (i.e. AB1825 and AB1234 training included). ERMA is comprised of nine JPA members
and two individual members, totaling over 195 individual underlying members. One of the JPA members is the

Municipal Pooling Authority (MPA) of Northern California, which represents most of County Connection’s Board
except for the City of Concord and the County.

ERMA would require that we must maintain membership for three years before we could withdraw from the JPA.
The coverage provided by ERMA is based on the claims incident date, which means they would cover claims that
occurred on or after July 1, 2017. All claims would be handled by ERMA and their panel of attorneys. Hanson
Bridgett is not currently a panel attorney, even though they do have known firms such as Liebert Cassidy
Whitmore, Best Best & Kreiger, and Jackson Lewis. Hanson Bridgett could be a panel attorney but would need to
go through the process and be available to all members. Also, they would need to agree to the hourly rates since
ERMA will not authorize individual members to pay higher hourly rates. Finally, unlike an insurance company that
could not renew you, it would require two-thirds of the ERMA Board or Executive Committee to remove a
member.

Integro - Capitol Specialty Insurance Corporation (CapSpecialty)

CapSpecialty is a specialty insurance provider for small and mid-sized businesses across the U.S. and provides
Employment Practices Liability for employer groups with up to 1,500 employees. Their best pricing fit in California
is on organizations with 50-350 employees with annual revenues between $10 million and $250 million. The
Insurer is rated A “Excellent” Financial Category Class VIII by AM Best. The coverage is based on a claims made
and reported basis, which means that a covered event would be covered in the claims made policy that is in effect
at the time the claim (or incident) is first made and reported to the insurance company (not by the policy that is in
force at the time of the original occurrence). For instance, if a wrongful termination occurred during the first policy
period (2017-18), but was not claimed against the organization and reported to the insurance company until the
later 2018-19 renewal policy year, then the claim would be handled by the 2018-19 year renewal policy (not the
2017-18 policy). The event which leads to a claim must also have occurred after the “retro-date” stated on the
policy (which in our case would be the July 1, 2017 start date). CapSpecialty has panel attorneys that include
Jackson Lewis, but we have the option of using Hanson Bridgett as the attorney of record. Similar to our current
structure with CalTIP, the insurance company will only include the panel rate costs as part of the retention amount
(see rate table below). For example, CapSpecialty’s rate for a panel attorney is $250 an hour, while Hanson
Bridgett's hourly rate is $365 an hour. The difference of $115 would be paid by County Connection, but not
included in the retention amount. Finally, we would need to renew our insurance annually through Integro.

Partner Associate Paralegal
Panel Rate| $250 $170 $100
Hanson Bridgett Rate|$365-5345| $325 [$225-$200
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Other Insurance Companies

During the initial request for quotes, only CapSpecialty submitted a proposal to Integro, other insurance
companies declined due to the nature of not being familiar with transit agencies and/or our claims loss history
(see table below). After Integro followed up with various insurance companies and explained the claims history,
two additional quotes were received by Arch/Loyld & Euclid/Loyld. Both of the preliminary estimates are higher
than CapSpecialty and we would need to go through the paperwork to finalize quotes.

CalTIP EPL Claims History - Incident Occurred

Loss Paid: 0-3 years ago | 4-6 years ago | 7-9 years ago
$0-$10,000 - - 1
$10,000-$50,000 - - -
$50,000-$100,000 - - 1
$100,000-$150,000 - - -
$150,000-$200,000 1 - -
$200,000-$300,000 - - 1

Follow Up from A&F Committee:

The following are follow up items or questions by the A&F Committee:

a)

b)

d)

e)

ERMA stated that they have provided $13.5 in dividends over the previous 4 program years. A&F
Committee asked what percentage is that amount compared to premiums collected? Per ERMA, that
equates to approximately 18% of the total collected premium for all years since inception of the program.
How long must we stay in ERMA or Integro-CapSpeicalty? ERMA would require a commitment of three
years before we could withdraw. Integro would need to be renewed annually and if we switched, may
require purchasing additional insurance to cover any gap years (“tail” coverage).

Savings from ERMA’s other services such as live training, employee and attorney hotline:

e $936 - AB 1234 paid to CalChamber

e $365 an hour (if needed) — ERMA provides one free hour a month with their EPL attorney’s. This
is to ask quick or brief questions of their attorneys and advantageous if your agency doesn’t have
labor counsel.

e County Connection does not have an employee hotline. We do have an Employee Assistance
Program (EAP) hotline for issues related to personal problems (i.e. marital, financial or emotional
problems).

EPL work done by Hanson and Bridgett compared to annual costs. The information has been requested
and they are working on it.

Self-Insured — Hanson and Bridgett has offered to provide a program for County Connection to be self-
insured for EPL only. This work will require additional time by Hanson and Bridgett to complete.

Integro - CapSpecialty — County Connection would need to determine retention amount and whether to use
CapSpecialty’s panel attorneys or Hanson Bridgett as attorney of record. Finally, the Board would need to
authorize staff to proceed with CapSpecialty and sign any necessary documentation.
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Next Steps:

Integro - CapSpecialty — County Connection would need to determine retention amount and whether to use
CapSpecialty’s panel attorneys or Hanson Bridgett as attorney of record. Finally, the Board would need to
authorize staff to proceed with CapSpecialty and sign any necessary documentation.

ERMA — ERMA’s Underwriting Committee has recommended County Connection for membership at the
$250,000 retention level. ERMA’s Board of Directors will approve membership at the May 16, 2017 meeting.
County Connection will need to approve the Resolution Authorizing Participation in ERMA (Attachment C) at the
next Board meeting to be a member. We would also need to provide written confirmation of our intent to bind
coverage in ERMA or withdraw from the application process no later than June 1, 2017.

Recommendation:

The A&F Committee made a recommendation to proceed with Integro CapSpecialty for one year at the $250,000
self-retention and $2 million of coverage for Employment Practices Liability Insurance.

Attachments:

A. Intergo Presentation Proposal
B. ERMA Presentation Proposal
C. ERMA Resolution
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Capitol Specialty Insurance Corporation - Company Profile - Best's Credit Rating Center Page 1 of 3

A .M. Best Rating Services

Capitol Specialty Insurance Corporation (2
A.M. Best #: 001960  NAIC #: 10328 FEIN #: 390988659
View Additional Address Information

Mailing Address

P.0O. Box 5900
Madison, WI 53705-0900
United States

Web: www.capspecialty.com
Phone: 608-829-4200
Fax: 608-829-7408

Attachment A

A Excellent 4
Assigned to insurance companies that
have, in our opinion, an excellent ability

to meet their ongoing insurance

obligations.

View additional news, reports and

products for this company.

Based on A.M. Best's analysis, 058309 - Alleghany Corporation is the AMB Ultimate Parent and identifies the topmost entity of the corporate

structure. View a list of operating insurance entities in this structure.

Best's Credit Ratings

Financial Strength Rating View Definition
Rating:

Affiliation Code:

Financial Size Category:

Qutlook:

Action:

Effective Date:

Initial Rating Date:

Long-Term Issuer Credit Rating View Definition

Long-Term:
Outlook:

Action:

Effective Date:
Initial Rating Date:

u Denctes Under Review Best's Rating
Best's Credit Rating Analyst

Rating Issued by: A.M. Best Rating Services, Inc.

A (Excellent)

g (Group)

VIl ($100 Million to $250 Million)
Stable

Affirmed

August 19, 2016

June 06, 1994

a
Stable

Affirmed

August 19, 2016
November 16, 2005

Senior Financial Analyst: Scott Mangan
Director: Greg Reisner

Disclosure Information

@ View A.M. Best's Rating Disclosure Form

Y 4 August19, 2016

i 1-?- A.M. Best Upgrades Ratings of Transatlantic Reinsurance Company and Alleghany Corporation

Rating History

http://www3.ambest.com/ratings/entities/SearchResults.aspx?AltSrc=9& URATINGID=14...

A.M. Best has provided ratings & analysis on this company since 1994.
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Capitol Specialty Insurance Corporation - Company Profile - Best's Credit Rating Center Page 2 of 3

Attachment A

Financial Strength Rating

Effective Date Rating
8/19/2016 A
4/24/2015 A
4/2/2014 A
2/28/2013 A

Long-Term Issuer Credit Rating

Effective Date Rating
8/19/2016 a
4/24/2015 a
4/2/2014 a
2/28/2013 a

[ AMB Credit Reports

X ]— AMB Credit Report - includes Best's Financial Strength Rating and rationale along with comprehensive analytical commentary,
Y 3 detailed business overview and key financial data.
" Report Revision Date: 3/23/2017 (represents the latest significant change).

‘;— Historical Reports are available in AMB Credit Report Archive.
\

View additional news, reports and products for this company.

Press Releases

Date Title

Aug 19, 2016 A.M. Best Upgrades Ratings of Transatlantic Reinsurance Company and Alleghany Corporation

Apr 24, 2015 A.M. Best Affirms Ratings of Alleghany Corporation's RSUI Indemnity Company and Its Affiliates

Apr 02, 2014 AM. Best Upgrades Ratings of Alleghany Corporation's RSUI Indemnity Company and Its Subsidiaries

Feb 28, 2013 A.M. Best Upgrades Issuer Credit Ratings of Transatlantic Holdings Inc. and Its Subsidiaries

Jun 10, 2011 A.M. Best Affirms Ratings of Alleghany Corporation and Its Subsidiaries

May 21, 2010 AM. Best Uparades Issuer Credit Ratings of Alleghany Corporation and Certain Subsidiaries

Apr 03, 2008 AM. Best Affirms Ratings of Capitol Insurance Group

Apr 30, 2007 A.M. Best Comments on Alleghany Corporation's Definitive Agreement to Acquire Emplovers Diract
Corporation

Mar 02, 2007 A.M. Best Affirms Ratings of Capitol Insurance Group

Nov 16, 2005 A.M. Best Assigns Ratings to Darwin Group, Inc, and Its Subsidiaries

European Union Disclosures

A.M. Best - Europe Rating Services Limited (AMBERS), a subsidiary of A.M. Best Rating Services, Inc., is an External Credit Assessment Institution (ECAI)
in the European Union (EU). Therefore, Credit Ratings issued and endorsed by AMBERS may be used for regulatory purposes in the EU as per Directive
2006/48/EC.

210f36
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L 4 m @ g Q . a \! @Welcnme Back Linda Giffin | My Member Center | Log Out

Search » advanced Search

News Products

: @ | Best's Insurance News & Analysis || s ~

Press Release - AUGUST 18, 2016 é Print This Pags
Related Companies

A.M. Best Upgrades Ratings of Transatlantic Reinsurance Company and  Forinfomation about each company, inciuding the AMB

- Credit Reports, group members (where applicable) and news
A Ileg ha ny Co rpo ration stories, click on the company name. An additional purchase

may be required.

CONTACTS:
Scott Mangan Christopher Sharkey AMB# Company Name

Senior Financial Analyst Manager, Public Relations 058309 Alleghany Carporation

+1 908 439 2200, ext. 5593 +1 908 439 2200, ext. 5159
scott.mangan@ambest.com christopher.sharkey@ambest.com

Alvise Argenton Jim Peavy

i } . ' i v Inc.
Financial Analyst Assistant Vice President, Public Relations 058334 Berkshire Hathaway Inc

+44 20 7397 0293 +1 908 439 2200, ext. 5644

alvise.argenton@ambest.com james peavy@ambest.com 005716 CapSpecialty Insurance Group

058702 American Intemational Group, Inc

i .L‘E’f i

il

000235 Capitol Indemnity Corporation

FOR IMMEDIATE RELEASE

OLDWICK - AUGUST 19, 2016
A.M. Best has upgraded the financial strength rating (FSR) to A+ (Superior) from A (Excellent) and the issuer credit

<

ratings (ICR) to “aa-* from “a+" of Transatlantic Reinsurance Company and its subsidiaries (collectively referred to as
TransRe). In addition, A.M. Best has upgraded the ICRs to “a-" from “bbb+" and the issue ratings of Alleghany
Corporation (Alleghany) [NYSE: Y] and Transatlantic Holdings Inc. The outlook of each rating has been revised to
stable from positive. TransRe and Alleghany are headquartered in New York, NY.

Concurrently, A.M. Best has affirmed the FSR of A+ (Superior) and the ICRs of “aa-" of RSUI Indemnity Company and
its reinsured subsidiaries, collectively referred to as RSUI Group (RSUI) (headquartered in Atlanta, GA). The outlook
for each of these ratings is stable.

AM. Besl also has affirmed the FSR of A (Excellent) and the ICRs of “a” of Capitol Indemnity Corporation and its two
subsidiaries, which operate under a pooling agreement, collectively referred to as CapSpecialty Insurance Group
(CapSpecialty) (headquartered in Middleton, WI). The outlook for each of these ratings is stable.

Additionally, A.M. Best affirmed the FSR of A- (Excellent) and the ICR of “a-" of Pacific Compensation Insurance
Company (Pacific Comp) (headquartered in Thousand Oaks, CA). The outlook for each rating remains stable. (Please
see below for a detailed listing of the companies and ratings.)

The upgrading of TransRe's ratings reflects its strong risk-adjusted capitalization, robust enterprise risk management
and consistent operating performance. The upgrade also reflects TransRe's well-regarded business profile and its
highly diversified book of business geographically and by line of business. Also contemplated in the ratings are recent
transactions that have further bolstered TransRe's business profile. In July 2016, TransRe announced that it had
entered into an exclusive agreement to serve as the underwriter for U.S. and Canadian broker-sourced treaty business
on behalf of General Re Corporation, a subsidiary of Berkshire Hathaway Inc. While the tangible benefits of the
agreement have not yet been realized, the additional capacity is expected to enhance TransRe's overall competitive
position. Additionally, TransRe and an American International Group, Inc. subsidiary engaged in commutation of
historical asbestos and environmental exposures that have been a long-standing, albeit modest, drag on overall
eamings. Going forward it is A.M. Best's expectation that while TransRe’s retum measures are unlikely to be at the high
end of the companies’ peer group, TransRe will continue to produce favorable results, supportive of its ratings and with
lower volatility relative to peers over the course of the full cycle.

The ratings of RSUI continue to reflect the group’s strong risk-adjusted capitalization and excellent track record of
superior underwriting results that have outperformed the industry. Although RSUI has significant catastrophe exposures
and elevated equity leverage in its investment portfolio, both are closely monitored and managed as part of RSUI's risk
management planning.

CapSpecialty’s ratings recognize its strong and sustained levels of risk-adjusted capitalization and its ongoing process
of re-orienting its book of business to produce more stable results. CapSpecialty benefits from the implicit and explicit
support of Alleghany, its ultimate parent.

The ratings and outlooks of Pacific Comp are based on A.M. Best's expectation that explicit support through
intercompany reinsurance and direct capital support will remain ongoing or increased if needed.

The FSR has been upgraded to A+ (Superior) from A (Excellent) and the ICRs upgraded to “aa-" from “a+” for
Transatlantic Reinsurance Company and its following subsidiaries:

= TransRe Zurich Ltd.
= TransRe London Limited
+ Fair American Insurance and Reinsurance Company

+ Fair American Select Insurance Company
The FSR of A+ (Superior) and the ICRs of “aa-" have been affirmed for the following members of RSUI Group:

+ RSUI Indemnity Company

http://www3.ambest.com/ambv/bestnews/presscontent.aspx?altsrc=9&refnum=24310
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« Landmark American Insurance Company

+ Covington Specialty Insurance Company
The FSR of A (Excellent) and ICRs of “a” has been affirmed for the following members of CapSpecialty Insurance
Group:

+ Capitol Indemnity Corporation

+ Platte River Insurance Company

+ Capitol Specialty Insurance Corporation

The following issue ratings have been upgraded:

Alleghany Corporation—

— to "a-" from “bbb+" on $299 million 5.625% senior unsecured notes, due 2020

— to “a-" from "bbb+" on $400 million floating rate senior unsecured notes, due 2022

— to “a-" from “bbb+" on $300 million 4.9% senior unsecured notes, due 2044

Transatlantic Holdings Inc.—

— lo “a-" from “bbb+" on $350 million 8% senior unsecured notes, due 2039

This press release relates to rating(s) that have been published on A.M. Best's website, For all rating
information relating to the release and pertinent disclosures, including details of the office responsible for
i:gi;gge:ch of the individual ratings referenced in this release, please see A.M. Best's Recent Rating Activity

A.M. Best is the world's oldest and most authoritative insurance rating and information source.

European Union Disclosures

AM. Best - Europe Raling Services Limited (AMBERS), a subsidiary of A.M. Best Rating Services, Inc., is an External Credit
Assessment Institution (ECAI) in the European Union (EU). Therefore, credit ratings issued and endorsed by AMBERS may be
used for regulatory purpases in the EU as per Directive 2006/48/EC

Australian Disclosures

A.M. Best Asia-Pacific Limited (AMBAP), Australian Registerad Body Number (ARBN No0.150375287), is a limited liability
company incorporated and domiciled in Hong Kong. AMBAP is a wholesale Australian Financial Services (AFS) Licence holder
(AFS No. 411055) under the Corparations Act 2001. Credit ratings emanating from AMBAP are not intended for and must not be
distributed to any person in Australia other than a wholesale client as defined in Chapter 7 of the Corporations Act. AMBAP does
not authorize its Credit Ratings to be disseminated by a third-party in a manner that could reasonably be regarded as being
intended to influence a retail client in making a decision in relation to a particular product or class of financial product. AMBAP
Credit Ratings are intended for whalesale clients only, as defined.

Credit Ratings determined and disseminated by AMBAP are the opinion of AMBAP only and not any specific credit analyst.
AMBAP Credit Ralings are slatements of opinion and not statements of fact. They are not recommendations to buy, held or sell
any securities or any other form of financial product, including insurance policies and are not a recommendation to be used to
make investment /purchasing decisions.

Important Notice: A.M. Best's Credit Ratings are independent and objective opinions, not statements of fact. A.M. Best is nat an
Investment Advisor, does not offer investment advice of any kind, nor does the company or its Ratings Analysts offer any form of
structunng or financial advice. A.M. Best's credit opinions are not recommendations to buy, sell or hold securities, or to make any
other investment decisions. For additional information regarding the use and limitations of credit rating opinions, as well as the
rating process, information requirements and other rating related terms and definitions, please view Understanding Best's Credit
Ratings.

A M. Best receives compensation for rating related services provided to organizations that it rates. A.M. Best does not offer
consulting or advisory services.

Copyright © 2017 A.M. Best Company, Inc. and/or its affiliates ALL RIGHTS RESERVED
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Alleghany - About Alleghany

Attachment A

About Alleghany

Conservatism dominates our philosophy.

We shun investment fads and fashions in favor of acquiring relatively few
interests in basic financial and industrial enterprises that offer the potential to
deliver long-term value to the investor.

Alleghany’s objective is to create value through owning and managing operating subsidiaries and
investments, anchored by a core position in property and casualty reinsurance and insurance.

We are managed by a small company staff which seeks out attractive investment opportunities,
delegates responsibilities to competent and motivated managers, sets operating subsidiary goals,
assists managers in the achievement of these goals, defines risk parameters and appropriate
incentives and monitors progress against long-term objectives. The operating subsidiaries function in
an entrepreneurial climate as quasi-autonomous enterprises.

Alleghany

2013: Alleghany Celebrates 85" Anniversary of Listing on the New York Stock Exchange

Terms of Use Privacy Policy Contact
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Alleghany - Operating Companies - CapSpecialty

Attachment A

CapSpecialty

CapSpecialty, Inc. (“CapSpecialty”) underwrites a full inventory of specialty lines, including
commercial property, casualty, fidelity, surety and professional lines with a focus on small business
on both an admitted and non-admitted basis.

CapSpecialty’s mission is to be the preferred specialty insurance company for small and midsized
businesses in the U.S.

CapSpecialty was acquired by Alleghany in January 2002.

www.capspecialty.com

Terms of Use Privacy Policy Contact

The information on this website is protected by applicable U.S. and international copyright laws. No part of these
materials may be reproduced, stored, or transmitted. In any form or by any means electronic, mechanical,
photocopying, recording, or otherwise without Alleghany's prior written approval. The information posted on this
website is as of the date indicated and, to Alleghany’s knowledge, was accurate when posted. Alleghany is under no
obligation to update or remove information other than as required by applicable law or regulation. © 2016. Alleghany
Corporation. All Rights Reserved.

Powerad By Q4 inc. 44.0.14
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CAPSPECIALTY RESOURCE CENTER

EMPLOYERS FACE CONTINUOUSLY CHANGING EMPLOYMENT LAWS AND ONGOING EMPLOYEE ISSUES. The
CapSpecialty Resource Center is here to help with these challenges and deliver thousands of dollars of risk management value

to your organization. These services have helped thousands of employers protect themselves from risk, and we encourage you to
take full advantage.

s o | X .
Unlimited, specific, R Onlsnetseret\J,aeIm_o Online tools: a state-
documented, and ! is;m_en P i specific employee
confidential advice GG SRR

handbook builder,
forms, posters, news,
and more

available for both
supervisors and
employees

from employment law
attorneys

=== [HOUSANDS OF DOLLARS

IN ANNUAL EMPLOYER VALUE

HOW DOES CAPSPECIALTY RESOURCE CENTER WORK?

Employers are provided valuable services and will be personally introduced to the following:

I Direct access to employment law attorneys to receive confidential, ! A state-specific employee handbook building tool and online
documented responses to your organization's specific questions sexual harassment prevention training

IResources that address over 50 different employment law and HR/ I Customizable HR risk management resources and proactive HR
risk management issues Express Updates direct to your inhox

Online risk management tools available 24 hours a day Dedicated relationship managers that can help you take full
advantage of these benefits

@ CapSpecialtyResourceCenter.com

0 877.568.6655

Copyright 2017 Enquiron
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