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EXHIBIT C
MINUTES

PUBLIC ELEMENTARY & SECONDARY SCHOOL INSURANCE PROGRAM & PUBLIC SCHOOL MOTOR VEHICLE INSURANCE PROGRAM ADVISORY COMMITTEE
Tuesday, July 24, 2007
2:30 P.M.

Arkansas Insurance Department

1st Floor Hearing Room
1200 W. Third St.
Little Rock, Arkansas  

The Public Elementary & Secondary School Insurance Program & Public School Motor Vehicle Insurance Program Advisory Committee met Tuesday, July 24, 2007, at the Arkansas Insurance Department, 1st Floor Hearing Room, 1200 West Third St. in Little Rock, Arkansas.  The following members attended:  
Legislative committee members:  Senator Paul Miller, Chairman; Representatives Sid Rosenbaum and David Wyatt
Non-legislative committee member:  Janis Harrison (Richard Weiss' designee)
Senator Miller called the meeting to order.

Consideration to approve August 9, 2006, minutes (Exhibit E)
Representative Wyatt made the motion to adopt the August 9, 2006, minutes.  Without objection, the motion carried.
Annual report presentation ( background, role, trust funds' program growth, etc. (Handout #1)

Ms. Julie Bowman, Insurance Commissioner,  was recognized and welcomed the committee on behalf of the Insurance Department and introduced Mr. Drew Carpenter, Director, Risk Management Division, Arkansas Insurance Department, who gave an overview of the report, noting:

· The 2nd Extraordinary Session of 2004 transferred the Public Schools Insurance Program from the Department of Education to the Insurance Department at the request of the Department of Education.
· The transfer went into effect in February 2004.  Since that time, effort has been made to maximize coverage, minimize the rates to the school districts, and to insure that the programs remain fiscally sound.  They have also purchased insurance on the open market for vehicle coverage which is totally self-insured.
· Staff inspects structures owned and leased by the participating districts.  The districts request coverage, the Insurance Department does not solicit the business.  

· Approximately 35 school districts are insured by independent insurance agents.  All other districts are either insured by this program or the Arkansas School Board Association.  Two hundred ten out of 245 districts are insured through these two programs.

· The Cabot School fire loss opened the eyes of districts that were under insured or not properly insured.  As a result, Act 625 of 2007 mandated changes so schools would be required to have adequate insurance coverage.  Act 625 requires that a district have adequate insurance on building contents--coverage is to be at least 20% of the building's value.
· Staff physically measures every building.  Another team in Risk Management does loss control.  The leading cause of loss is arson.  Other losses are preventable losses.  A database captures each school district's pertinent information for insurance purposes, i.e. value of district, number of buildings, number of buses and premiums for each.

· In fiscal year 2008, there are 80 districts participating with 2,447 structures insured and over $3 billion in value.  In fiscal year 2004, 85 districts were participating in the property program with 1,993 structures insured and $1.4 billion in value.
· The vehicle program now covers 105 districts with 4,747 vehicles.  In 2004, there were 111 districts and 3,871 vehicles.  There was not an insurance backup prior to the program being transferred.  The program now has $100,000 in-state liability and $1 million out-of-state liability.  

· The vehicle program will also pay for installing alternating flashing (wig-wag) headlights.  After January, 2007, new buses will have these lights factory installed.  Approximately 350 of the 3,000 insured buses have installed these lights.  Uninsured and under insured motorist are also added to the coverage.

· Both property and vehicle premiums have been reduced significantly.  This program insures districts of all sizes in all areas of the state.

· Of the 105 districts the Public School Vehicle Insurance Program insures, 46% of the buses are over 10 years old, 33% are 5-10 years old, only 21% are 1 to 4 years old.
· Currently they have $100 million in earthquake coverage for the state.  The Northeast quadrant of the state has between $235 million to $250 million in earthquake coverage which includes Jonesboro (self insured) and the School Board Association coverage.  Arkansas State University has $700 million in value and no earthquake insurance.
· Mr. Carpenter pointed out they had the only plan that insures flood coverage inside the 100-year flood plane.  There is a $10 million limit on flood zone aid.

· Fifty-four percent of the buildings insured by the Insurance Department are over 30 years old.
· Property loses in 2005-2006 included $2 million in Palestine/Wheatley.  

· This property program has a $250, 000 deductible with a maximum of $5 million (stop loss)/per year.
· With regards to the vehicle insurance program, they have gone from having minimal limits inside and outside the state borders to having $100,000 in-state and $1 million out-of-state.  Some districts do not take a bus out of state for any reason, and other districts cross state lines daily.  Whether ten feet or 1,000 miles out of state, you are subject to loss that is not covered under sovereign immunity.

· In 2004, when the program was transferred to the Insurance Department, $6.3 million in funds was transferred.  Current funds total $6.4 million in property.  The Vehicle Insurance Program transferred $2.7 million and current funds total $2.3 million.  

· Mr. Carpenter stated they meet or exceed all regulations set forth in Act 625.  
· He called the committee's attention to a booklet his staff prepares and provides each school district after its appraisal of development and replacement cost.  This report helps achieve the best insurance rates available.  

· The School Board Association, Shelter Insurance and Farm Bureau Insurance are primarily the insurance companies interested in covering school buses.

There being no further business, the meeting adjourned at 3:10 p.m.
