
Audit and Finance Committee 
Minutes - Approved 
December 11, 2018 

Legislature Chambers 
 

 

 
Present:   Mack Cook, Chuck Rankin, Ann Rider, Rordan Hart, Steve Thayer (arrived at 3:35 p.m.), 

Bud Shattuck, Laura Shawley (arrived at 4:07 p.m.) 
Excused  Peter Salton, Olivia Hersey 
Guests:  Don Barber, Executive Director; Steve Locey, Consultant; Judy Drake, Board Chair; 

Beth Miller, Excellus 
 
 
Call to Order 
 
 Mr. Cook called the meeting to order at 3:32 p.m.  
 
Changes to the Agenda 
 
 There were no changes to the agenda at this time.  Later in the meeting the resolution 
entitled “Resolution of the Audit and Finance Committee – Join Municipal Healthcare Financing 
Cooperative” was withdrawn from the agenda.  
  
Revisit of Stop Loss Resolution 
 
 Mr. Cook said at the last meeting the Committee recommended approval of a Stop Loss 
contract; however, information received after that time warrants a revisit of the resolution.  Mr. 
Barber further stated that a discussion to weigh additional premium and laser quotes that have 
been received since that time is the primary purpose of this meeting.  He said the Committee 
has also received information from Mr. Locey that contains a recommendation that the action 
taken at the last meeting be amended.  
 
 Mr. Thayer arrived at this time.  
 
 Mr. Shattuck asked for an explanation of the statement contained in Mr. Locey’s memo: 
“We also typically do not recommend having the claims administrator or insurance company 
also act as the stop-loss insurance carrier due to the possible conflict of interest which could 
exist”.  Mr. Locey said the Consortium’s policy is that claims have to be incurred during the 
calendar year and have to paid within the calendar year or two months after.  When the claims 
administrator also handles the stop-loss insurance there is a possibility that an administrator 
could drag a contract over into the next contract period or miss the contract period completely if 
it is not processed and paid within the two-month window at the end of the year.  He said Locey 
and Cahill has a history of working with Excellus; this has never been an issue and the 
Consortium is also auditing them through its medical claims auditing process.  He said he raised 
this in his memo because although it is a concern it is not a major concern.  Mr. Locey 
commented that a suggestion raised in the memo from Segal was to consider expanding the 
window of time for claims to be adjudicated after they are incurred, and this is something that 
could be looked into next year.  
 
 Mr. Locey spoke to the increase in the Catastrophic Claims Reserve by $800,000 for 
2019 and said they feel this is prudent due to the increased risk because of there now being two 
people who are lasered at $1 million and $1.2 million which brings an additional $600,000 more 
in exposure.  Adding more to this reserve results in funds that are available for the Consortium’s 
use and that will also be earning additional interest income.  He said at some point in the future 
there could be consideration of increasing the $600,000 deductible to $1 million and the using 
the premium that would have been paid to build the reserve.  Mr. Barber noted the Consortium 
is also adding an additional 11% covered lives.   
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 Mr. Barber reported he has contacted NYSAC to let them know the Consortium would 
not be joining the Cooperative in 2019.  He reviewed a memo explaining the reasons behind this 
decision, stating that it focusses on the lasers and the additional risk the Consortium would be 
assuming with the third laser put forward in the proposal from Berkley.  A second reason relates 
to a policy put forth by Blue Cross Blue Shield that groups in a Captive would be moved to 
Lifetime Benefit Solutions.   This is another issue that will need further discussion and work to 
get Blue Cross Blue Shield to change its position. 
 
 Mr. Barber said he is very comfortable with Mr. Locey’s recommendation to contract with 
Excellus for Stop Loss in 2019 and also thinks more time should be spent during the year on 
getting a better understanding of Stop Loss.   Mr. Locey said there has been a significant 
increase in the number of claims reaching $1 million and higher and this is resulting in more 
attention being paid to lasers and Stop Loss.   
 
 It was moved by Mr. Cook, seconded by Ms. Rider, and unanimously adopted by voice 
vote by members present to reconsider and amend the resolution that was approved at the last 
meeting as follows:  
 
RESOLUTION NO.         - 2018 – AUTHORIZE PURCHASE OF STOP LOSS INSURANCE FOR 

2019 WITH BERKLEY EXCELLUS AND INCREASE 
CATASTROPHIC CLAIMS RESERVE  

 
WHEREAS, the Consortium must select stop loss insurance, as required by Section 

4707 of New York State Insurance Law, and 
 
WHEREAS, the Audit and Finance Committee has received four (4) three (3) proposals 

for 2019 Stop-Loss insurance and has considered the variations of Stop Loss insurance models 
and level of deductible, now therefore be it 

 
 RESOLVED, That the Audit and Finance Committee recommends the Board of Directors 
enter into a contract with Excellus Berkley Insurance Company that contains these terms, 
 
 RESOLVED, further, That the Stop Loss contract will have a deductible of $600,000, and 

 
 RESOLVED, on recommendation of the Audit and Finance Committee, That the Board 
of Directors hereby establishes the Catastrophic Claims Reserve at $2.8 million, 
 
 RESOLVED, further That the Plan Consultant is directed to provide the Administrative 
Clerk of the Consortium with a copy of said policy.  

* * * * * * * * * 
  

MHFC Contract  
 
 At Mr. Barber’s suggestion this item was withdrawn from the agenda.  
 
Reserve Review 
 
 Mr. Locey reviewed a memorandum he prepared for the Committee dated December 11, 
2018.  He said there is really only one true liability associated with running a health insurance 
program – the Incurred But Not Reported (IBNR)claims liability.  The Consortium is statutorily 
required through Article 47 to hold 12% of expected incurred claims in this reserve each year.  
The Consortium was also required in its initial year of operation to establish a Capital Surplus 
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reserve.  The Board of Directors established a Catastrophic Claims Reserve to protect against 
large losses and a Rate Stabilization Reserve to provide an additional layer of protection when 
claim projections are substantially exceeded in a given year.    
 
 Mr. Locey reviewed his recommendations on what should happen with the reserve 
accounts: 
 

1. Maintain the Surplus Account at 5% of the annual premium of the Consortium in 
compliance with NYS Insurance Law.  This reserve is projected to be $2,563,039 for 
the 2019 Fiscal Year.  This is a restricted reserve.  

2. Maintain the IBNR Claims Liability Reserve as required by NYS Insurance Law and 
to continue to fund it at 12% of expected incurred claims.  This reserve is projected 
to equal $5,901,893 for the 2019 Fiscal Year. This is a restricted reserve.  

3. Continue to evaluate the Stop Loss insurance policy and possibly increasing the 
deductible in future years.  An increase to $2.8 million in 2019 will protect the cash 
flow of the Consortium from the effects of a significant increase in paid claims due to 
high dollar claimants and will help mitigate the aoutn of premium dollars spent on 
stop loss insurance. 

4. Maintain the Rate Stabilization Reserve in an amount equal to 5% of the expected 
paid premium income of the Consortium.  This reserve is projected to be $2,459,112 
for the 2019 Fiscal Year. 

5. Continue to work on the investment strategy consistent with laws, rules, and 
regulations of the State of New York to maximize the interest income earned and 
protect the taxpayer funds used to finance the Consortium and its operations.   

 
 Mr. Locey said based on the current projects these strategies leave approximately $13 
million in unencumbered funds which equal approximately 25% of premium income for the 2019 
Fiscal Year. He recommended re-examining what the appropriate level of this should be as it 
was originally recommended to be at 18%.  There should also be discussion of what funds 
would be restricted should a municipality withdraw.   
 
 Mr. Cook suggested the topic of reserves be discussed at the 2019 Retreat.  
 
 Mr. Hart said he will be working on a proposal for the next meeting that involves 
reserves and managing premium increases. 
 
 Mrs. Shawley arrived at this time.  
 
 Mr. Barber said he and Mr. Snyder have been discussing how much the Consortium 
would keep in a local checking account after the contract with Wilmington Trust is in place.  
They agreed that $5,000,000-$6,000,000 would be a good amount to seed that account.   
 
Invoice Approval 
 
 The following invoices were presented for information only:   
 
 Hancock Estabrook – November 6, 2018; and 
 Jennifer Jensen, Newsletter – December 10, 2018 
 
 It was MOVED by Ms. Rider, seconded by Mr. Rankin, and unanimously adopted by 
voice vote by members present, to approve invoices from Bonadio & Co. LLP dated November 
30, 2018 and BMI dated November 30, 2018.  MOTION CARRIED. 
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Set Meeting Schedule for 2019 
  
 The Committee agreed to continue meeting the fourth Tuesday of each month at 3:30 
p.m. with the exception of those months where the meeting falls after the Board of Directors 
meeting.  In those months the Committee will meet the third Tuesday.  
 
Adjournment 
  
 The meeting adjourned at 4:19 p.m.   


