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TO: BOARD OF DIRECTORS BOD Meeting:  5-16-2013 
FROM: RICHARD H. AVERETT, EXECUTIVE DIRECTOR Item:  4A 
SUBJECT: APPROVAL OF FY2014 BUDGET AND MEMBER ALLOCATION 
 
 
RECOMMENDATION 
Approve the proposed FY2014 Budget and Member Allocation as recommended by staff. 
 
BACKGROUND 
Beginning July 1, 2012, Local Government Services Authority and Regional Government Services 
Authority receive insurance services through MSA.  The current year budget is $335,000 and $800,000 in 
additional member contributions was received mid-year in order to accelerate funding of claims reserves, in 
light of the high deductible, workers’ compensation policy available this first year of MSA operations. 
 
MSA has paid one liability claim of $1,633.52 during the fiscal year.  Claim losses originating prior to July 
1, 2012 have not been realized, with three cases being addressed by the prior carrier – California Joint 
Powers Insurance Authority.  The JPAs are subject to CJPIA retrospective adjustments based on actual 
claims for LGS and RGS as well as the pool’s actual claims.  MSA’s reserve will be used to pay these 
retrospective adjustment invoices.  LGS and RGS will continue to be subject to retrospective adjustments 
for a period of 8 years after LGS and RGS cease active participation in the pool (6/30/2012). 
 
BUDGET PERFORMANCE AND AVAILABLE BALANCE 
The MSA budget for fiscal year 2013 and fiscal year end (FYE) projections are shown below, along with 
the proposed budget for FY2014.  It is recommended that all major expenditure categories for FY2014 be 
held at the same level as budgeted in FY2013.  Carrier proposals have not been received as of the date of 
budget preparation, but our broker advises that premium costs are not expected to vary considerably from 
last year’s amounts.  This year’s liability policy has a per occurrence deductible of $50,000.  This year’s 
workers’ comp policy has a $1,000,000 deductible with $200,000 per year cash flow protection.  In 
consultation with our broker, MSA may consider eliminating the cash flow protection because of the 
Agency’s claims reserve funding status. 
 

 FY13 Budget FY13 Proj’d Variance FY14 Budget
General Liab 85,000 62,256 -22,744 85,000
Workers’ Comp 76,000 50,040 -25,960 76,000
RGS Admin 30,000 45,000 15,000 30,000
Brokerage  38,000 57,000 19,000 38,000
Audit Services   6,000 0 -6,000   6,000
Claims Reserve 100,000 0 -100,000 100,000
   Total 335,000 214,296 120,704 335,000

 
As staff noted when the FY13 Budget was approved, start-up costs for brokerage and administrative 
services would be charged to MSA during the first fiscal year of operations.  Thus, brokerage expenses 



exceed the budget for the half-year services were provided by the vendor, and RGS Administration was 
reimbursed $15,000 for its staff support of start-up. 
 
MSA expects to start the FY2014 with in-tact reserves of $920,704.  The proposed FY2014 budget includes 
member agencies contributions to funding reserves for retention of risks (i.e. deductibles) of $100,000.   
 
Member Allocation:  It is recommended that insurance costs be allocated to each member of the insurance 
JPA on the basis of Agency’s share of revenues as a percentage of total revenues.  This is the same 
allocation as used to spread Administrative costs not attributable to a specific client.  
 


