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MINUTES

2015 CSEA BOARD OF DIRECTORS MEETING

October 9, 2015

CSEA Headquarters Building
1108 O Street, 3" Floor Valley Quail Conference Room
Sacramento, Ca 95814

The meeting was called to order at 1:00 p.m. by President Marilyn F. Hamilton.
Roll Call — Secretary-Treasurer David Okumura.
The Pledge of Allegiance was led by Vice-President Russell Kilday-Hicks.

Members present:

Marilyn F. Hamilton, President

Russell Kilday-Hicks, Vice President

David Okumura, Secretary-Treasurer

Patrick N. Gantt, CSUEU President

Yvonne Walker, SEIU Local 1000 President

Tim Behrens, CSR President

Frank Ruffino, ACSS, Inc. President

Susan Smith, CSUEU VP for Representation
(Sitting in for Michael Geck, CSUEU Vice President Organizing)

Loretta Seva’aetasi, CSUEU Vice President Finance

Margarita Maldonado, SEIU Local 1000 VP for Bargaining

Theresa Taylor, SEIU Local 1000 VP/Secretary-Treasurer

Fritz Walgenbach, CSR Executive Vice President

Gus Lease, CSR Vice President

Arlene Espinoza, ACSS, Inc. Vice President of Membership Development
(Sitting in for Todd D’Braunstein, ACSS, Inc. Vice President of Governmental Affairs)

Board Alternate present:
Harold Rose, CSR/CFO Secretary and Tamekia Robinson, SEIU Local 1000, VP for

Organizing/Representation

CSEA and Affiliate Staff Present: Lee King, Lisa Fong, Mike Carr, and Lao Sok
Rocco Paternoster (ACSS) and Pam Robison (ACSS)

COMMUNICATIONS

Secretary-Treasurer David Okumura reported that there were no communications.

REPORT OF CLOSED SESSION

Secretary-Treasurer David Okumura reported that legal were reviewed and discussed.



REPORT OF AGENDA COMMITTEE

Secretary-Treasurer David Okumura reported that the Agenda committee approved the following items
for the Consent Calendar:

MEMBER BENEFITS ITEMS:

BEN 4/15/4 (Russell Kilday-Hicks)
BEN 5/15/4 (Russell Kilday-Hicks)
BEN 6/15/4 (Russell Kilday-Hicks)
BEN 7/15/4 (Russell Kilday-Hicks)
BEN 8/15/4 (Russell Kilday-Hicks)
BEN 9/15/4 (Russell Kilday-Hicks)
BEN 10/15/4 (Russell Kilday-Hicks)

BEN 11/15/4 (Russell Kilday-Hicks)

BEN 12/15/4 (Russell Kilday-Hicks)

BEN 13/15/4 (Russell Kilday-Hicks)

BEN 14/15/4 (Russell Kilday-Hicks)

BEN 15/15/4 (Russell Kilday-Hicks)
BEN 16/15/4 (Russell Kilday-Hicks)
BEN 17/15/4 (Russell Kilday-Hicks)

BEN 18/15/4 (Russell Kilday-Hicks)

BEN 19/15/4 (Russell Kilday-Hicks)

BEN 20/15/4 (Russell Kilday-Hicks)

E-Retailer via Payroll Deduction

Purchasing Power, LLC - Annual Review

Legal & Identity Theft Plan

Legal Club of America - Annual Review

Auto and Homeowners Insurance Plan

Kemper Select - Annual Review

Group Term Life Insurance Plan

Anthem Life Insurance Company - Annual Review
Group Ordinary Life Insurance Plan

Anthem Life Insurance Company - Annual Review
Group Final Expense Insurance Plan

Anthem Life Insurance Company - Annual Review

Accidental Death and Dismemberment Insurance Plan
New York Life Insurance Company - Annual Review

Disability Income Insurance Plans
(Short Term and Long Term)

New York Life Insurance Company - Annual Review

Cancer Insurance Plans

Monumental Life Insurance Company - Annual Review

Comprehensive Accident Plan (CAP)

Hartford Life and Accident Insurance Company -
Annual Review

Travel Accident Insurance Plan

New York Life Insurance Company -

Annual Review

Emergency Assistance Plan (EA+)

Worldwide Rescue and Security - Annual Review
Emergency Roadside Service Program

Road America Motor Club - Annual Review
Long Term Care Program

Long Term Care Resources - Annual Review

Pet Insurance Program

Petsmarketing Insurance.com Agency -

Annual Review

Hearing Aid Benefit Program

EPIC Hearing Service Plan - Annual Review
Discount Drug Prescription Program

Paramount RX - Annual Review



FISCAL ITEMS

FIS 8/15/4 (David Okumura) Approval of Mike Carr as an Administrator for:
401K Investment Plan
Retiree Health Care Plan
CSEA’s SERP (Supplemental Employee Retirement Plan)
FIS 9/15/4 (David Okumura) Approval of 2014 401K Audit Report & Required
Communications

The Agenda was adopted as report by general consent.

READING AND APPROVAL OF THE JULY 10, 2015 & AUGUST 27, 2015 BOARD OF
DIRECTORS MEETING MINUTES

BD 16/15/4 MOTION: Moved by Okumura, second by Lease that the Board of Directors approve
the Minutes from the July 10, 2015 and August 27, 2015 Board of Directors Meetings.
Motion was adopted by general consent. CARRIED.

REPORT OF PRESIDENT

President Marilyn F. Hamilton reported that this might be her last meeting as President depending on
B&P 1/15. It has been a pleasure for President Hamilton to serve with this board. Sometime, the board
doesn’t see eye to eye and sometime things aren’t ideal or perfect but the board has been patient in
working things out together. The board has accomplished a very good thing. The board has worked hard
in coming to a point of thinking of other’s feeling rather than their own. President Hamilton has a little
gift for everyone. It is a thank you from CSEA for serving on this board.

REPORT OF VICE PRESIDENT

Vice President Russell Kilday-Hicks reported that he wants to echo President Hamilton’s comment. It
has been an honor for Vice President Kilday-Hicks to serve. Vice President Kilday-Hicks wants to stress
that the board is serving the affiliates, not the members, but what will serve the affiliate’s members well
would be to continue moving forward with the consensus structure that the board has built. CSEA is not
going away but it is going forward in a collaborative manner. Vice President Kilday-Hicks is happy with
the work that the board has done.

REPORT OF SECRETARY-TREASURER

Secretary-Treasurer David Okumura thanked everyone for all the hard work that has been done.
Secretary-Treasurer Okumura has served for eight years since 2007. Secretary-Treasurer Okumura told
everyone that he used to be a Secretary-Treasurer of 140,000 members now he is a Secretary-Treasurer of
zero members. This is because all of the affiliates have their own Secretary-Treasurer. All of the affiliates
have done well together. They all are trying to buy buildings. They must have money somewhere.

Secretary-Treasurer Okumura reported that CSEA has done very well. Thanks to the guidance of Lee
King and the way he brought his fiscal ideas to the affiliates which has benefited everyone.

Secretary-Treasurer Okumura reported that the state has gone through the worst depression ever. Because
of the board working hard together; the state workers are fortunate to still have their jobs, benefits and
retirement. The affiliates are doing their part in getting everyone active and involved. Secretary-Treasurer
Okumura thanked everyone for all of their time.



e The most recent CSEA financial statements reflect no items of concern. We are currently projecting a
year end surplus of over $2,000,000 for 2015. The principal reasons for this projected surplus are due
to profits of approximately $1,500,000 from the Member Benefits Program that has resulted from a
combination of increased revenues and decreased staffing costs. Additionally we have achieved
favorable budget variances in the areas of staff compensation, employee benefits and retiree health
insurance expense.

e (CSEA’s 401K Plan Audit Report for 2014 has been completed. The Report was completed by the audit
firm of Gilbert Associates, Inc. There was no management letter issued by the auditors or any findings
reported that suggested internal control weaknesses or significant deficiencies. It was a “clean” audit.
The audit report was issued on July 17, 2015 which is 2 weeks earlier than the prior year’s report.

e The 2014 exempt organization tax returns for CSEA, CSUEU, ACSS and CSR have been completed
and filed by July 2015. All tax return filings for 2014 have been completed including the Foundation,
Chapters and the 401K plan Form 5500.

e (CSEA received 2016 renewal rates for the Kaiser medical insurance plans. For active employees Kaiser
North rates show a minor decrease and Kaiser South rates show an increase of 13% over the current
year. The majority of employees are covered under the North plan. The retiree plans show a minor rate
decrease for 2016.

REPORT OF GENERAL MANAGER

When I interviewed for the position of CFO in 2004, I recalled saying that I was not the person for the job
if this position just required maintaining the “status quo”. I said that because in my prior career as a CPA
I would advise companies and people what they should do, but never experienced what it was like to
effect change or transformation. Before I ended my professional career I wanted to experience that.

Little did I know how much transformation was going to happen in the next 11 years?

When I first started work, I had second thoughts about what I got myself into. For example:
e The IT infrastructure consisted of being based on individual desktops—no centralized computing

environment. As a result we had some users using Lotus, some Microsoft, etc. To update
software versions required us to go to each person’s computer to resolve.

e We had an unusually high dependence on outside service providers to run even the most basic
membership reports.

® Our most critical asset, the membership data base, was being run on DOS and equipment to run
this was no longer being produced. If the equipment failed, we would have to go to EBAY to
find replacement equipment.

e We could not get employee dishonesty insurance due to the embezzlement that had been
discovered the year before. Our worker’s compensation “mod rate” was higher than any high risk
contractor client that I had.

e  The print shop was losing in excess of $300,000 a year and routinely did not get out invoices until
3 months after the service was provide.

e Member Benefits Department was losing over $100,000 a year.

¢ Financial statements were being prepared only approximately 6 times a year with the first one for
the year not coming out until May.

e Personnel did not receive performance evaluations—in fact some had worked at CSEA for more
than 20 years without receiving an evaluation.



There were no desk manuals on procedures and thus we were reliant on institutional knowledge
of individuals.

Due to not embracing technology, we were significantly overstaffed.

Travel expense claims took sometimes 6 weeks to process.

We had an unmanageable Board structure and decisions were made based on political alliances
versus a business decision.

Management staff were “tied” to political leaders and thus subject to dismissal based on a change
of leadership.

We had significant retirement legacy liabilities that if left unchecked would have eventually
bankrupted this organization.

As I look back now I am proud of the success that the Board and the staff were able to achieve. For
example:

We were able to go from 1 corporation to 5 separate corporations to satisfy the Affiliate’s concern
for autonomy.

We were able to transform our IT infrastructure and reduce our reliance on outside consultants.
We made major system changes in our accounting platform, payroll and membership data bases.
We successfully closed down our print shop and sold the underlying property (which we
suspected had major environmental issues) without incurring any major liabilities.

We transformed the business model for member benefits to where it has gone from a $100,000
annual loss to now where it is throwing off over $1,500,000 in annual profits.

We took control of our retirement liabilities thru the merger of the pension plan with SEIU and
changed the plan design of the retiree health care to reduce further growth in our liability.
Looking ahead, however, is the potential for a 40% tax imposed on “Cadillac health care plans”
in 2018.

Our processes in accounting became more streamlined thru technology and going paperless.
Financial statements are done every month within 3 weeks of the previous month end. Expense
claims are routinely processed within a week. We transformed the Hudson reporting so that the
Affiliates no longer leave money on the table.

We were able to demonstrate effective internal controls and thus able to secure employee
dishonesty insurance coverage.

We were able to effect an almost 100% return of the embezzlement loss from Gail Jones when at
the time it was considered a lost cause and were content with just receiving 10% of the loss from
insurance coverage.

We were able to right size our labor force due to technology gains and (borrowing a phrase from
Jim Collins book “Good to Great”) letting the right people on the bus by hiring based on
qualifications rather than who they knew. Staff gets evaluated annually and they have all
produced comprehensive desk manuals.

We were able to convince Golden 1 to sign off on an agreement that allowed flexibility if we ever
decide to leave the existing headquarters building.

Finally the Board was able to come together on a policy governance model and we were able to
have changes of leadership that did not require a wholesale change in management staff.

Although I can leave knowing that I had some role in making CSEA a more effective and efficient
business, I have to confess that there are some lingering issues that cause me some concern. The best way
for me to describe my major concern is to relay an experiment that was done in my psychology class in



college. The professor, in a written exam, offered the entire class 2 options: either 2 extra credit points to
everyone if at least 90% of the class selected this option or 5 extra credit points to those that only chose
this option as long as no more than 10% of the class selected this option. The results of this experiment?
More than 10% chose to elect the 5 point option and as a result, none of the class received the extra credit.
My reason for mentioning this is that in my view this Board often comes to the table with its own secular
interests in mind and as a result sub optimization occurs. Until trust is truly generated within this group,
real change and progress is going to be hard to achieve. You have enough enemies and threats outside this
room without dealing with them within these walls. I wish each of the organizations the best of luck in
their respective futures and thank you for entrusting me as your General Manager. I have an excellent
replacement following me and he has a dedicated management group to lead. I hope that you allow this
team the latitude you have given me. I am confident that they will earn your trust.

AFFILIATES REPORTS
(ACSS, Inc.)

President Frank Ruffino reported that he doesn’t know how the vote is going to be this weekend but
Association of California State Supervisors supports the proposed changes. He is very happy today
because he has seen friends and folks that he hasn’t seen for years, such as Mr. Smith, who sitting in the
back of the room. President Ruffino and Mr. Smith were part of the team that opened up Richard J.
Donovan Correctional Facility back in 1987. President Ruffino hasn’t seen Mr. Smith since.

Also we cannot thank you enough the people in this room, at this table, a dedicated team of public
servants and officers of this organization. These folks volunteered and stepped up to the plate, and make a
difference in taking action by serving our members and our organizations.

President Ruffino is happy to serve as President of Association of California State Supervisors. He is
going to be a transitional president and his goal, simply stated is to take ACSS to the next level. AND,
then, he is hoping to join the CSR affiliate.

The Association of California State Supervisors is in a good place. Membership continues to rise, ACSS
has increased their political involvement and visibility through their robust PAC and legislative programs,
and ACSS are financially sound. Rocco, staff and the board has done a great job. They all work well
together, now it’s time to bring this organization to another level and President Ruffino is hoping that he
can contribute a little bit to this end.

(CSUEU)

President Pat Gantt reported that CSUEU sort of hit the ground running this fall after a series of
conference calls and wrestling with some budget issues in the last quarter to find money to fund a
recruitment campaign. CSUEU has adopted a membership recruitment campaign where they are going to
go in depth in a series of what they call blitzes or walk-arounds on five of the urban campuses starting
with Long Beach, then San Diego, San Francisco, Sacramento and San Jose. The motivation here is to
basically reach out to every single fee payer on those campuses and try to recruit and convince them of
the merits in joining CSUEU as a member. This is a proactive strategic move on CSUEU part to protect
CSUEU from the potential loss of fair share fees next year. This effort is to reach out to over 4,000 fee
payers, and CSUEU is hoping to get some conversions and CSUEU is ready to go into round two after
this and go after the other fee payers across the system.

Its CSUEU’s hope and goal that CSUEU recruit enough fee payers to become members and mitigate any
loss of fair share fees that may occur possibly in June of next year with the Supreme Court decision. This



is CSUEU’s focus. CSUEU staff are all busy working on this. The Board made the decision to do this;
identify the campuses, the resources and set some goals and metrics to basically accomplish that.

(CSR)

President Tim Behrens reported that CSR is looking forward to all of the Board of Directors members
retiring one day and joining the biggest organization that represents the retired state employees. President
Behrens is looking forward to this weekend and hope that everyone will be moving into the 21* century.
It was amusing to President Behrens this morning to hear a report that CSEA has fifteen staff left and that
means that each member of the Board could adopt a staff and have a one to one with a staff person left
with CSEA if B&P 1/15 does not pass.

CSR is continuing its battle with membership. President Behrens thanked CSUEU, SEIU Local 1000 and
ACSS for the rollovers. CSR have increased their membership over two thousand members in all last two
and a half years. President Behrens is proud of the membership committee. Bobbi Estrada has done an
outstanding job as the chapter presidents. CSR are going to continue with the membership campaign in
the future because CSR has lost an average of 140 to 160 members a month to death.

CSR has another outstanding member who chairs our healthcare committee, Stephanie Heuge, who is in
the audience, has changed that committee; when President Behrens came to this organization they met
once every three months for one hour at a Board meeting and nothing happened. No one went to PERS,
nobody talked about healthcare issues for the retirees. It has gone from that to eight, to twelve, and now
fifteen members. CSR Board members are coming to CalPERS and having breakfast with CalPERS
Board members and staff, going to the healthcare committee meetings, going to the state coalition
committees, and now actually have people that call in and listen and talk and ask relevant questions about
the healthcare needs for our retirees. President Behrens is proud of what they’ve accomplished. CSR is
much more known in CalPERS.

CSR Delegate Assembly which follows CSEA’s General Council, there are resolutions being considered
that will change our electorate process to eventually have our delegates in three years elect our statewide
officers, and change the election process itself. There is also a resolution that would add more members
to the board. There is a lot of good, healthy, moving forward stuff in our resolutions that are coming
before our delegates. President Behrens looks forward to this weekend.

President Behrens reported that this is the least amount of work he had to do on a CSEA Board since he
was the president of ACSS because the CSEA Board only met two times and the meetings last about an
hour to an hour and a half. There is very little to debate. There isn’t really a lot of hot issues unless we
need money for something. The future of this organization is the four affiliates continue to work together
and appreciate what the president of SEIU said about us working together and debating and not always
agreeing, but eventually coming out with something that we can all live within the end.

(SEIU Local 1000)

President Yvonne Walker reported that SEIU Local 1000 is preparing to go into bargaining next year with
the State of California. SEIU Local 1000 is very excited that this is the first time since 2008 that SEIU
Local 1000 is not bargaining a take-away contract.

President Walker is very excited to see what happens and know that expectations are out there. SEIU
Local 1000 is managing the expectation and creating an experience for their members. SEIU Local 1000
is looking forward as SEIU Local 1000 is moving forward. President Walker reported that it has been a
pleasure working with all of the Board of Directors since 2008. Getting to know each other on a different



level, agreement is not necessary, but it’s the respect that we all gained from each other. President
Walker appreciates working with each and every Board of Directors members.

President Walker reported SEIU Local 1000 now has three buildings. SEIU Local 1000 will be moving
into the new building the first quarter of 2016. SEIU Local 1000 was renting and as part of their lease,
SEIU Local 1000 had the right of first refusal. It was amazing because SEIU Local 1000 was coming out
of furloughs and then lost the Knox lawsuit which was one of the cases that Pat Gantt was talking about.
SEIU Local 1000 had a “right of first refusal” in their building lease with the Buzz Oates Group. After an
offer was made on the building from a well known developer here in Sacramento; Buzz Oates Group had
to come to SEIU Local 1000 and SEIU Local 1000 had recovered sufficiently that they were able to buy
the building. R Street is a booming corridor. SEIU Local 1000 is in a good spot; off of the light rail, off
the freeways, easy freeway access, all the buildings going up and the arena coming in. All of our staff
will be in one place. Also, SEIU Local 1000 would be able to make a little on parking, especially when
there are events at the new arena or even on R Street.

BEN 4/15/4 (Kilday-Hicks) E-Retailer via Payroll Deduction
Purchasing Power, LLC — Annual Review

BD 17/15/4 MOTION: That the Board of Directors adopt the following recommendations:
1. Conclude that there is no contingency reserve surplus.
2. Continue the program with Purchasing Power, LLC.
Motion was adopted by general consent. CARRIED.

BEN 5/15/4  (Kilday-Hicks) Legal & Identity Theft Plan
Legal Club of America — Annual Review

BD 18/15/4 MOTION: That the Board of Directors adopt the following recommendations:
1. Conclude that there is no contingency reserve surplus.
2. Continue the plan with the Legal Club of America at current rates.
Motion was adopted by general consent. CARRIED.

BEN 6/15/4 (Kilday-Hicks) Auto and Homeowners Insurance Plan
Kemper Select — Annual Review

BD 19/15/4 MOTION: That the Board of Directors adopt the following recommendations:
1. Conclude there is no contingency reserve surplus.
2. Continue the plan with the Kemper Select at current rates.
3. Continue marketing to increase plan participation.
Motion was adopted by general consent. CARRIED.

BEN 7/15/4  (Kilday-Hicks) Group Term Life Insurance Plan
Anthem Life Insurance Company — Annual Review

BD 20/15/4 MOTION: That the Board of Directors adopt the following recommendations:
1. Earned Premium has not exceeded Plan Benefits and Expenses for 2013 and 2014
causing a Plan Loss and a reduction in the Claim Reserve.
2. The Claim Reserve is fully funded.
3. Continue to market/promote the Group Term LifePLUS and 10 Year Level Term Life
Insurance Plans to bring in new Plan participants and premium.
4. Continue Plans with Anthem Life Insurance Company.
Motion was adopted by general consent. CARRIED.



BEN 8/15/4

BD 21/15/4

BEN 9/15/4

BD 22/15/4

BEN 10/15/4

BD 23/15/4

BEN 11/15/4

BD 24/15/4

(Kilday-Hicks) Group Ordinary Life Insurance Plan
Anthem Life Insurance Company — Annual Review

MOTION: That the Board of Directors adopt the following recommendations:

1. Earned Premium has not exceeded Plan Benefits and Expenses for 2013 and 2014
causing a Plan Loss and reduction in the Claim Reserve.

2. Claim Reserve is fully funded.

3. Continue to market Group Ordinary Life Plan to increase participants and premium.
4. Continue Plan with Anthem Insurance Company. Motion was adopted by general
consent. CARRIED.

(Kilday-Hicks) Group Final Expense Insurance Plan
Anthem Life Insurance Company — Annual Review

MOTION: That the Board of Directors adopt the following recommendations:

1. There has been no demand for this type of insurance plan from the CSEA membership
to date.

2. The Plan may continue to have a presence on the CSEA Group Insurance Plan web
site but there should be no direct mail marketing campaigns planned for this line of
insurance.

3. Continue the Plan with Anthem Life Insurance Company as the Plan underwriter.
Motion was adopted by general consent. CARRIED.

(Kilday-Hicks) Accidental Death and Dismemberment Insurance Plan
New York Life Insurance Company — Annual Review

MOTION: That the Board of Directors adopt the following recommendations:

1. Premium rates are adequate to support current Plan expenses as long as the Premium
Surplus Reserve maintains its current level.

2. The Premium Surplus Reserve is fully funded.

3. Continue plan upgrade and cross-sell strategies as well as introduce a no-cost coverage
to generate new insureds and premium.

4. Continue the Plan with New York Life Insurance Company at current premium rates
and benefits. Motion was adopted by general consent. CARRIED.

(Kilday-Hicks) Disability Income Insurance Plans (Short and Long Term)
New York Life Insurance Company — Annual Review

MOTION: That the Board of Directors adopt the following recommendations:

1. Premium rates are more than adequate to support Plan Expenses and fund the
Premium Surplus Reserve.

2. The Premium Surplus Reserve is fully funded.

3. Consider improving Plan (additional benefits) for current and new participants. A
reduction in premium rates, a premium credit or a benefit bonus program can now be
considered.

4. Continue the Plan with New York Life Insurance Company as the underwriter.
Motion was adopted by general consent. CARRIED.



BEN 12/15/4  (Kilday-Hicks) Cancer Insurance Plans
Monumental Life Insurance Company — Annual Review

BD 25/15/4 MOTION: That the Board of Directors adopt the following recommendations:
1. Premium rates are more than adequate to support Plan expenses and fund the Premium
Surplus Reserve.
2. The Premiums Surplus Reserve is fully funded and a Surplus is available.
3. If 2015 Policy Year ends with positive Premium Surplus Reserve, consider increasing
lump sum benefits or a low percentage premium credit to existing insureds.
4. Continue the Plans with TransAmerica Premier as the underwriter.
Motion was adopted by general consent. CARRIED.

BEN 13/15/4  (Kilday-Hicks) Comprehensive Accident Plan (CAP)
Hartford Life and Accident Insurance Company

BD 26/15/4 MOTION: That the Board of Directors adopt the following recommendations:
1. Premium rates are adequate to support the current Plan benefits and expenses.
2. Consider placing the Plan on a retention basis when Total Annual Premium
approaches $1 million.
3. No benefits or premium changes recommended at this time.
4. Continue the Plans with Hartford Life and Accident Insurance Company as the
underwriter. Motion was adopted by general consent. CARRIED.

BEN 14/15/4  (Kilday-Hicks) Travel Accident Insurance Plan
New York Life Insurance Company — Annual Review

BD 27/15/4 MOTION: That the Board of Directors adopt the following recommendations:
1. Premium rates are adequate to support current Plan Expenses and the combined
Premium Surplus Reserve.
2. Continue to combine the Travel Accident Plan with the ADD Plan for retention
purposes.
3. Continue the Plan with New York Life Insurance Company at the current premium
rates and benefits levels. Motion was adopted by general consent. CARRIED.

BEN 15/15/4  (Kilday-Hicks) Emergency Assistance Plus Plan (EA+)
Worldwide Rescue and Security — Annual Review

BD 28/15/4 MOTION: That the Board of Directors adopt the following recommendations:
1. Continue testing marketing offers and billing notices to add new participants and
increase retention of current program participants.
2. This is a Service Program, not an insurance plan, and is not available for
retention/profit sharing.
3. Continue the program with Worldwide Rescue and Security at the current benefit and
fee levels. Motion was adopted by general consent. CARRIED.



BEN 16/15/4

BD 29/15/4

BEN 17/15/4

BD 30/15/4

BEN 18/15/4

BD 31/15/4

BEN 19/15/4

BD 32/15/4

BEN 20/15/4

BD 33/15/4

(Kilday-Hicks) Emergency Roadside Assistance Program
Road America Motor Club — Annual Review

MOTION: That the Board of Directors adopt the following recommendations:

1. Continue using e-newsletters and e-blasts to promote the Program and drive on-line
enrollment to increase Program participation.

2. Continue the program with Road America Motor Club at the current benefit and fee
levels. Motion was adopted by general consent. CARRIED.

(Kilday-Hicks) Long Term Care Insurance Program
Long Term Care Resources — Annual Review

MOTION: That the Board of Directors adopt the following recommendations:

1. Review marketing trends and Plan/Benefit designs to stay current and offer the most
up to date Long Term Care coverages available.

2. Continue with one direct mail campaign per year.

3. Continue the Program with Long Term Care Resources.

Motion was adopted by general consent. CARRIED.

(Kilday-Hicks) Pet Insurance Program
United Fire Insurance Company — Annual Review

MOTION: That the Board of Directors adopt the following recommendations:

1. Review meaningful and cost efficient ways to promote the Plan. Use e-newsletters, e-
blasts and word of mouth.

2. Continue the program with United Fire Insurance Company, administered by
PetsmarketingInsurance.com Agency. Motion was adopted by general consent.
CARRIED.

(Kilday-Hicks) Hearing Aid Benefit Program
EPIC Hearing Service Plan — Annual Review

MOTION: That the Board of Directors adopt the following recommendations:

1. Continue marketing to increase plan participation.

2. Continue the Plan with EPIC Hearing Service Plan. Motion was adopted by general
consent. CARRIED.

(Kilday-Hicks) Discount Drug Prescription Program
Paramount RX — Annual Review

MOTION: That the Board of Directors adopt the following recommendations:

1. Review meaningful ways for members to obtain discount prescription card including
e-newsletter, e-blasts and distributing printed flyers at meetings and events.

2. Continue the program with Paramount Rx. Motion was adopted by general consent.
CARRIED.
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FIS 8/15/4

BD 34/15/4

FIS 9/15/4

BD 35/15/4

(Okumura) Appoint Mike Carr as an Administrator for

- 401k Investment Plan

- Retiree Health Care Plan

- CSEA’s SERP (Supplemental Employee Retirement Plan)

MOTION: That the Board of Directors appoint Mike Carr as the Administrator for the
following plans:

- 401k Investment Plan

- Retiree Health Care Plan

- CSEA’s SERP (Supplemental Employee Retirement Plan)

Motion was adopted by general consent. CARRIED.

(Okumura) Approval of the CSEA 2014 401K Audit Report & Required
Communications

MOTION: That the Board of Directors adopt the acceptance of the 2014 401K Plan
audit report. Motion was adopted by general consent. CARRIED.

MEETING ADJOURNMENT

The meeting was adjourned at 1:50 pm in memory of Fred Cordova.

Respectfully submitted,

Lao Sok



MINUTES

2015 CSEA BOARD OF DIRECTORS MEETING

October 19, 2015

Telephone Conference Call 9:00 a.m.
CSEA Headquarters Building
1108 O Street, 3" Floor Valley Quail Conference Room
Sacramento, Ca 95814

Meeting convened at 9:00 a.m.

Present:

Frank Ruffino, ACSS, Inc. President — Physically Present

Arlene Espinoza, ACSS, Inc. Vice President of Membership Development — Call In
Tim Behrens, CSR President — Call In

Harold Rose, CSR/CFO Secretary — Physically Present

Patrick N. Gantt, CSUEU President — Call In

Loretta Seva’aetasi, CSUEU Vice President Finance — Call In

Yvonne Walker, SEIU Local 1000 President — Call In

Theresa Taylor, SEIU Local 1000 VP/Secretary-Treasurer — Call In

CSEA and Affiliate Staff Physically Present:
Lee King, CSEA General Manager

Mike Carr, CSEA Controller

Rocco Paternoster (CSEA Chief Counsel)

The purpose of this meeting was to discuss/act on the result of 2015 GC, the appointments of directors,
elect Chair of the Board & Secretary-Treasurer and to designate CSEA General Manager as the CEO of
the Corporation. Upon appointment of directors all former directors are removed.

Appointments of Directors:
ACSS:
Frank Ruffino, ACSS, Inc. President
Arlene Espinoza, ACSS, Inc. Vice President of Membership Development

CSR:
Tim Behrens, CSR President
Harold Rose, CSR/CFO Secretary

CSUEU:
Patrick N. Gantt, CSUEU President
Loretta Seva’aetasi, CSUEU Vice President Finance

SEIU Local 1000:
Yvonne Walker, SEIU Local 1000 President
Theresa Taylor, SEIU Local 1000 VP/Secretary-Treasurer

BD 36/15/5 MOTION: Moved by Walker, second by Espinoza that the Board of Directors
approves the designation of the CSEA General Manager as the CEO of the Corporation. Motion
passed UNANIMOUSLY.

13



14

Chair of the Board Nominations:

Frank Ruffino nominated Arlene Espinoza as Chair of the Board. The other three affiliates
(CSR, CSUEU and SEIU Local 1000) passed on the nomination. Arlene Espinoza is Chair of
the Board by Acclimation.

Secretary/Treasurer Nominations:

Tim Behrens nominated Harold Rose as Secretary/Treasurer. The other three affiliates (ACSS,
CSUEU and SEIU Local 1000) passed on the nomination. Harold Rose is Secretary/Treasurer
by Acclimation.

ACTION:

1. Draft a message (GC Communications) that summarizes the results of the 2015 General
Council

2. Update the Bylaws according to B&P 1/15 and B&P 2/15

3. Dates for future Board of Directors meeting

No other matters were addressed.

Meeting adjourned at 9:45 am.



MINUTES
CSEA BOARD OF DIRECTORS MEETING

Telephone Conference
Friday, February 26, 2016 12pm
Location: HQ, 3" floor, Valley Quail Conference Room

Meeting convened at 12:01 pm.

Members Present:

Arlene Espinoza, Chair of the Board, ACSS, Inc. (Call-In)
Harold Rose, Secretary-Treasurer, CSR (Call-In)

Frank Ruffino, ACSS, Inc. President (Call-In)

Pat Gantt, CSUEU President (Physically Present)

Loretta Seva’aetasi, CSUEU VP for Finance (Physically Present)
Yvonne Walker, SEIU Local 1000 President (Call-In)

A quorum was present.

CSEA Staff Physically Present:

Michael Carr, CSEA General Manager/CEO
Rocco Paternoster, CSEA Chief Counsel
Lao Sok, Board Assistant

The purpose of this meeting was to update and discuss CSEA legal litigation matters.

No formal actions were taken and no other matters discussed.

Meeting adjourned at 12:19 pm.
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BOARD AGENDA ITEM B&P 1/16/1

ACTION ITEM Date: 6/11/16

SUBJECT: Adoption of updated CSEA Policy File
SOURCE AND/OR PROPONENT: Arlene Espinoza, Chair of the Board
PRESENTATION BY: Arlene Espinoza

ASSIGNED TO: Arlene Espinoza

RECOMMENDED ACTION:

That the Board of Directors approve the amendment to the Policy File as submitted.
Amendment to the following sections: 204.02, 208.00, 401.05, 401.06¢, 402.01 (Rules of

General Council #9 & #16), 404.02 b2, 501.02 b, 502.02b, 503.10a, 504.00, 504.12,
505.06, 601.00, 603.00, 604.02, 605.01, 606.01, 606.01c, 1001.01b, 1204.01 and 1204.02

BACKGROUND:

On October 11, 2015, over 470 delegates adopted new governance structure for the
organization at the CSEA 67™ General Council. Adopted was Article XIX: New
Governance Structure for the Association. CSEA Bylaws have been updated and
renumbered according to the new adopted article. Article IV has been repealed. The new
adopted Article XIX is now Article XVIIIL.

CSEA Policy File has been updated according to the new updated CSEA Bylaws.

ESTMATED COST/SAVINGS: N/A
FUNDING SOURCE: N/A

BOARD ACTION:

17
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Division 2: Association Governance
204.02 Closed Meetings

Closed meetings of the Board of Directors shall be in compliance with the Bylaws Article
XV XV: Meetings, Section 9. (BD 78/95/2, BD 12/97/1, BD 67/04/3, BD 11/11/2, BD
24/11/2)

208.00 Board Member Attendance at Association Meetings

Members of the Board of Directors are authorized to attend all Association Board and
committee meetings and any other meeting or event that is an element of CSEA strategic
plan or otherwise specifically authorized by Board action subject to the provisions of
Bylaws Article X3 XV: Meetings, Section 9, Attendance at Closed Meetings and
subject to the provisions of Division 13: Association Travel Expense for reimbursement
of time and expenses. (BD 157/00/3, BD 34/04/2, BD 22/08/3, BD 11/11/2, BD 24/11/2,
BD 2/13/1)

Division 4: General Council
401.05 Personal References

The Association will not publish resolutions to be heard at General Council which name
any individual person or allude to any Association member in language that will be
deleterious to that person's character and reputation. (Bylaws Article B-VIII: General
Council, Section 11(c)) (BD 50/92/2, BD 59/94/2, BD 69/04/3, BD 10/11/2, BD 24/11/2)

401.06 Conflicts Between Resolutions

(c) If the Board of Directors cannot determine the intent of General Council, it may
submit conflicting resolutions to the delegates pursuant to Bylaws Article £ VIII:
General Council, Section 15, to resolve a conflict. (BD 50/92/2, BD 59/94/2,

BD 44/99/2, BD 63/03/2, BD 69/04/3, BD 10/11/2, BD 24/11/2)

skokeosk ok skook

19



20

402.01 Rules Adopted by General Council
RULES OF GENERAL COUNCIL

9. Elections -

B. Pursuant to Bylaws Article ¥ IV: Elections and Terms of Office, Section 1(b),
nominations and elections shall be conducted according to the procedures established by
the Board of Directors in Policy File Sections 503.01 — 503.08.

Roskeskoskoskokok

16. The minutes of this 66* 67" General Council will be approved by a committee appointed by
the president.

kokeskkosk skok

404.02 Delegate Status
(b) Voting Rights at General Council

(2) Delegates from the affiliates/divisions shall have the right to attend and vote at all
sessions of their affiliate/division meetings of the General Council. A delegate's status, as
determined by class of membership at the time of the meeting, shall determine voting
rights, provided he/she remains a delegate pursuant to Article £ VIII: General Council,
of the Bylaws. (BD 57/93/3, BD 69/04/3, BD 10/11/2, BD 24/11/2)

Division 5: Association Elections
501.02 Election Coordination

(b) Affiliate Delegates to General Council

When the affiliate(s) do not have rules and regulations for the election and removal of
General Council chapter/DLC delegates that conform to Bylaws Article BX-VIII: General
Council, Sections 4, the secretary-treasurer, unless otherwise stated in policy, is
empowered to ensure compliance with election policy. In the absence of the secretary-
treasurer, the president shall appoint another officer which may be himself/herself to act
in place of the secretary-treasurer. (BD 25/95/2, BD 68/95/4, BD 55/97/3, BD 3/98/1, BD
66/04/3, BD 22/08/3, BD 18/11/2, BD 24/11/2)



502.00 Association Officers and General Council Delegates

502.02 Term of Office

(b) No General Council delegate shall lose his/her position by virtue of any
affiliate/division or chapter/DLC realignment until his/her existing term of office expires
pursuant to Bylaws Article BX-VIII: General Council, Section 4 (b)(1). (BD 75/00/2, BD
18/11/2, BD 24/11/2)

503.10 Filling of Vacancies

(a) Association Officers

The filling of vacancies among the Association officers shall be in accordance with
Bylaws Article FV+--Gevernanee Seetion—+ XVIII: New Governance Structure for the
Association. (BD 138/83/3, BD 59/94/2, BD 18/11/2, BD 24/11/2)

sk sfskoskoskookok

504.00 Recall of Association Officers

Association officers may be recalled pursuant to Bylaws Article-¥ [V: Elections and
Terms of Officers, Section 1 (d). (BD 49/94/2, BD 18/11/2, BD 24/11/2)

504.12 Filling of Vacancy

Any vacancy created by a valid recall election shall be filled in accordance with Bylaws

Article V-—Geovernanee—Section—+ XVIII: New Governance Structure for the Association.
(BD 10/93/1, BD 59/94/2, BD 18/11/2, BD 24/11/2)

505.06 Filling of Vacancy

Any vacancy created by a valid recall election shall be filled in accordance with Bylaws
Article BC-VIII: General Council, Section 5. (BD 40/98/3, BD 18/11/2, BD 24/11/2)

21



Division 6: Committees
601.00

General Council subject committees are: (Bylaws Article X IX: Committee, Section 1)

skokesk skosk skok

603.00 General Council Procedures Committees

The General Council procedural committees are: (Bylaws Article X IX: Committees,
Section 1 (b))

destesieskskskek

604.02 General Activity

Board of Directors standing committees review matters assigned by General Council or
the Board of Directors. (Bylaws Article2 IX: Committees, Section 2) (BD 10/86/1, BD
59/94/2, BD 12/11/2, BD 24/11/2)

skoskeskskosk skok

605.00 Committee Appointments
605.01 Appointments

Unless otherwise provided, the president coordinates the appointment of members
nominated by their affiliates to General Council subject committees. The president may
not appoint any member to a subject committee unless that member is nominated by an
affiliate. The president may not veto an affiliate appointment without cause subject to
review by the CSEA Board of Directors. Such subject committees shall consist of active
members of the Association’s affiliates; shall be appointed within 50 days of the close of
General Council; and shall serve until the adjournment of the next succeeding General
Council unless previously removed. (Bylaws Article X IX: Committees, Sections 4 and
5) (BD 195/80/5, BD 59/94/2, BD 16/05/1, BD 12/11/2, BD 24/11/2, BD 5/13/1)

s sfskoskoskookok

606.00 Committee Duties and Responsibilities
606.01 Interpretation of Bylaws Article X IX: Committees

The Association shall interpret Bylaws Article X IX: Committees, Section 6 in the
following manner: (BD 80/78/4, BD 59/94/2, BD 12/11/2, BD 24/11/2)



(a) The president shall assign resolutions and other matters to General Council
committees when General Council is in session; (BD 31/71/1, BD 24/11/2)

(b) When General Council is not in session, the president shall assign resolutions and
other matters to an appropriate committee, council, forum, panel or such other body for
deliberation and recommendation or disposition; (BD 80/78/4, BD 24/11/2)

(c) The Board of Directors may assign resolutions or other matters to Board of Directors

standing or ad hoc committees. (Bylaws Article X IX: Committees) (BD 80/78/4, BD
59/94/2, BD 12/11/2, BD 24/11/2)

Division 10: Headquarters
1001.00 Staff Operations

1001.01 General Manager

(a) The general manager shall be employed under terms of a contract, which shall be
negotiated by the Executive Committee subject to confirmation by a two-thirds vote of
the Board of Directors. (BD 66/88/3, BD 59/94/2, BD 75/03/2, BD 24/11/2)

(b) The prestdent Chair of the Board, with the approval of the effieers Directors, may
summarily suspend the general manager, when, in the president's Chair of the Board’s
opinion, the actions of the general manager pose an immediate threat to the welfare of the
Association. The action of the president Chair of the Board is effective immediately.

Concurrence of a simple majority of the efficers-and-athirmation-by-the Board-of
Dircctors is required=Sueh-voteto-attirmhat-be-heldwithin 30-divs-in-accordancewith

BylawsArticle IV Governance-Seetion1-(b) in accordance with Bylaws Article X VIII:
New Governance Structure of the Association. (BD 48/83/1, BD 59/94/2, BD 75/03/2,

BD 13/11/2, BD 24/11/2)

sesfeskoskoskoskook

Division 12: Association Finances
1204.00 Investments
1204.01 Emergency Reserves

The rules governing investment of emergency reserve funds by the Board of Directors are

contained in Bylaws Article X H:Finanetal- Operations;Seetion4 XII: Financial
Operations of the Association. (BD 50/92/2, BD 17/11/2, BD 24/11/2)
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1204.02 Reserve Funds Investment

The Board of Directors, by two-thirds vote, may authorize the investment of other
Association reserve funds in a manner other than described in Bylaws Article X3
Hinanetal Operations;-Seetton4 XII: Financial Operations of the Association, if it is to the
benefit of the Association and consistent with sound business practice. (BD 50/92/2, BD
59/94/2, BD 17/11/2, BD 24/11/2)




BOARD AGENDA ITEM BEN 1/16/1

ACTION ITEM Date: 6/11/16

SUBJECT: CSEA Life Program Request for Proposal
(RFP)

SOURCE AND/OR PROPONENT: Rosmaire Duffy, Chair

PRESENTATION BY: Rosmaire Duffy, Chair

ASSIGNED TO: Lisa Fong, Director of Member Benefits

RECOMMENDED ACTION:

The CSEA Member Benefits Committee recommends that the CSEA Board of Directors
adopt to replace Anthem Blue Cross with New York Life Insurance Company as the
carrier of the CSEA Life Program.

BACKGROUND:

At its First 2015 CSEA Member Benefits Committee meeting, Chair Rosmaire Duffy

announced an unscheduled item which had to do with the CSEA Life Insurance Program.

Reports currently show that the claim reserves are fully funded. However, they also
show a reduction in claim reserves. The Committee has a policy that every 5-6 years,
CSEA Insurance Programs are sent out to bid to ensure the committee’s due diligence.
The last time the life program went out to bid was between 2006-2007. After discussion
by the Committee, the following motion was made:

MB 21/15/1 MOTION: Taylor, second by McGee — that the Member Benefits
Committee directs AGIA Insurance Services to conduct the CSEA Life
Program Request for Proposal (RFP). CARRIED.

The CSEA Life Program Request for Proposal (RFP) was sent to eight (8) carriers.
Anthem Life and New York Life responded positively with a proposal. AIG, MetLife,
Hartford, Transamerica, Voya and Prudential responded declined to bid.

During closed session of the CSEA Member Benefits Committee meeting held on April
16, 2016, Anthem Life and New York Life presented their proposals on the CSEA Life
Program.

Attached are the Anthem Life and New York Life proposals for the CSEA Life Insurance
Program.

25
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ESTMATED COST/SAVINGS:

COST: A flat one-time transfer fee of $150,000 split 75% / 25% (New York Life /
Charged to the Plan). No direct expense to CSEA.

SAVINGS: CSEA will receive an annual increase of $15,000 in royalty revenue from
New York Life.

FUNDING SOURCE: Plan reserves.

BOARD ACTION:



Proposal for Blue View Vision®™ Plan

Group Name: California State Employees Association
Effective Date: 11/1/2016
Number of Eligible Employees: 5,000

We have a unique perspective on vision care

As part of one of the largest health carriers in the United States, Blue View Vision will give your employees a vision plan that really
does care for their health. We recognize the importance of overall health management. In fact, when our medical and vision plans
are packaged together, our members' entire health care team can work together to share information, even identify gaps in care.
That's a real advantage and it's something that strongly differentiates us from stand-alone vision carriers. After all we're not just a
vision plan, we're Anthem.

Vision care doctors are often the first to identify chronic health conditions
During an exam, vision care doctors are able to see signs of a number of eye and other health conditions. This can lead to early
detection of major health problems before they become more serious.

- When your employees have our medical and vision plans...
[89 e @ ° Network doctors can see relevant medical diagnoses, lab results and prescription drug history in
. * a secure and HIPAA-compliant online format
° Doctors have access to patient health profiles and can view care alerts in advance of the
appointment, so they're better informed
Qp ° Nearly 100% of the vision care doctors we surveyed said having this data resulted in better care

Enrollment & referrals into care management programs
Vision claims data is included in the risk categories that can trigger enrollment in disease management programs. Whether enrolled
in a program or not, members can always access our nurse hotline 24/7.

What else makes us better?

Combined Administration

We can offer the power of packaging multiple product lines, such as health and vision. This allows for the convenience of one bill,
one ID card, and one point of contact.

Award winning customer service

BenchmarkPortal bestows their Center of Excellence Certification, one of the most esteemed recognitions in
the customer service arena, only to call centers that rank in the top 10% of those surveyed. Our members
can reach the award winning customer care center - staffed by U.S. based representatives - 7 days a week.

Provider Network

Our 32,000 doctors at more than 26,000 locations nationwide, with independent doctors, convenient retail stores and

1-800 CONTACTS - all in-network - makes it easy for employees to take care of their vision needs and they can do it outside of
work hours. Plus, retail or independent, every network provider extends valuable discounts to our members.

Anthem. gy

BlueCross

Monthly 3-Tier Rates
[ Employer Paid @Voluntary
INDEPENDENT . | RO
Commission 0.00% PROVIDERS 1ZX)conTacs] T p—
Employee $7.37
Employee+One $12.90 sears &) GPTICAL E .
Employee+Family $20.64 optical - optical
3 year rate guarantee
Accepted on behalf of Group
Print Name Signature Date
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Group Name: California State Employees Association
PROPOSED BLUE VIEW VISION PLAN DESIGN

VISION PLAN BENEFITS

IN-NETWORK

OUT-OF-NETWORK

Routine eye exam
Once every 12 months

$20 copay

$49 Allowance

Eyeglass frames
One pair every 24 months

$130 allowance, 20% off any
remaining balance

$50 Allowance

Eyeglass lenses
One pair every 24 months in standard plastic with choice of the following options:

O Single vision lenses $20 copay $35 Allowance

O Bifocal lenses $20 copay $49 Allowance

O Trifocal lenses $20 copay $74 Allowance
Eyeglass lens enhancements

When obtaining covered eyewear from a Blue View Vision provider,

members may choose to add any of the following lens enhancements at

no extra cost.

O Transiti@ns’ Lenses (for a child under age 19) $0 copay No allowance on lens
O Standard Polycarbonate (for a child under age 19) $0 copay enhancements when
O Factory Scratch Coating $0 copay obtained out-of-network

Contact lenses
Once every 24 months
Instead of eyeglass lenses

O Elective Conventional Lenses; or
O Elective Disposable Lenses; or

O Non-Elective Contact Lenses

$130 allowance, 15% off any
remaining balance
$130 allowance
(no additional discount)

Covered in full

$92 Allowance
$92 Allowance

$250 Allowance

In-network Member Cost

ADDITIONAL SAVINGS AVAILABLE FROM IN-NETWORK PROVIDERS (after any applicable copay)

Eyeglass lens upgrades O Transiti@ns lenses (Adults) $75
When obtaining eyewear from a Blue View Vision O Standard Polycarbonate (Adults) $40
provider, members may choose to upgrade theirnew ~ © Tint (Solid and Gradient) $15
eyeglass lenses at a discounted cost. Eyeglasslens ~ © UV Coating $15
copayment applies. O Progressive Lenses
O Standard $65
O Premium Tier 1 $85
O Premium Tier 2 $95
O Premium Tier 3 $110
O Anti-Reflective Coating
O Standard $45
O Premium Tier 1 $57
O Premium Tier 2 $68

O Other Add-ons and Services

20% off retail price

O Items such as non-prescription sunglasses, lens cleaning

Eyewear Accessories : )
supplies, contact lens solutions, eyeglass cases, etc.

20% off retail price

Conventional Contact Lenses
After covered benefits have been used

O Discount applies to materials only

15% off retail price

Other discount offers on LASIK surgery and much more available through Anthem's SpecialOffers program.

This information is intended to be a brief outline of plan benefits. The most detailed description of benefits, exclusions, and restrictions can be found in the Certificate of Coverage.
Discounts are subject to change without notice. Laws in some states may prohibit network providers from discounting products and services that are not covered benefits under the plan.

Transitions and the swirl are regi trademarks of Transitions Optical, Inc.

Anthem Blue Cross is the trade name of Blue Cross of California. Anthem Blue Cross and Anthem Blue Cross Life and Health Insurance Company are independent licensees of the Blue Cross Association. ® Anthem is a regi of Anthem C ies, Inc.
The Blue Cross names and symbols are registered marks of the Blue Cross Association.
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BOARD AGENDA ITEM FIS 1/16/1 (Harold Rose)

ACTION ITEM Date: 6/11/16

SUBJECT: Approval of the 2015 CSEA Audit Report
SOURCE AND/OR PROPONENT: Harold Rose

PRESENTATION BY: Harold Rose

ASSIGNED TO: Mike Carr

RECOMMENDED ACTION:

That the Board of Directors adopt the 2015 Audit Report of CSEA.

BACKGROUND:
The 2015 Audit Report of CSEA and the Required Communications with Those Charged

with Governance has been reviewed by the Finance Committee and the Committee
recommends adoption of the Audit Report and findings by the Board.

ESTMATED COST/SAVINGS: N/A
FUNDING SOURCE: N/A

BOARD ACTION:
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CALIFORNIA STATE
EMPLOYEES ASSOCIATION

FINANCIAL STATEMENTS WITH
INDEPENDENT AUDITOR’S REPORT

YEARS ENDED
DECEMBER 31, 2015 AND 2014
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Gilbert Associates, Inc.
CPAs and Advisors

INDEPENDENT AUDITOR’S REPORT

Board of Directors
California State Employees Association
Sacramento, California

We have audited the accompanying financial statements of the California State Employees Association
(the Association), which comprise the statements of financial position as of December 31,2015 and
2014, and the related statements of activities and of cash flows for the years then ended, and the related
notes to the financial statements.

Management’s Respounsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

2880 GATEWAY OAKS DRIVE, SUITE 100, SACRAMENTO, CA 25833 - 101 PARKSHORE DRIVE, SUITE 100, FOLSOM, CA 95630
PHONE:916.646.6464 - FAX:916.929.6836 - GilbertCPA.com




Board of Directors
California State Employees Association
Page 2

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Association as of December 31, 2015 and 2014, and the changes in its net assets
and its cash flows for the years then ended in accordance with accounting principles generally accepted in
the United States of America.

L3 r
lulloit A e T
GILBERT ASSOCIATES, INC.

Sacramento, California

April 11,2016
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STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2015 AND 2014

CALIFORNIA STATE EMPLOYEES ASSOCIATION

ASSETS 2015 2014
CURRENT ASSETS:
Cash and cash equivalents 8,930,222 $ 6,237,850
Accounts receivable, net 141,246 81,672
Prepaid expenses and other assets 73,737 92,529
Deferred tax asset 21,000 48,000
Total current assets 9,166,205 6,460,051
INVESTMENT IN BUILDING CORPORATION 435,568 400,070
PROPERTY AND EQUIPMENT, Net 245,367 341,078
TOTAL ASSETS 9,847,140 % 7,201,199
LIABILITIES AND ACCUMULATED DEFICIT
CURRENT LIABILITIES:
Accounts payable 141,037  § 76,799
Due to affiliates 117,647 87,625
Accrued payroll and benefits 252,926 207,353
Accrued vacation 186,972 156,142
Current portion of notes payable 65,793 60,750
Current portion of post-retirement benefit liability 1,551,000 1,547,000
Total current liabilities 2,315,375 2,135,669
LONG-TERM LIABILITIES:
Deposits due to affiliates 597,844 597,844
Notes payable, net 463,727 529,520
Post-retirement benefit liability, net 33,172,000 34,025,000
Supplemental retirement plan liability 147,536 151,084
Total long-term liabilities 34,381,107 35,303,448
TOTAL LIABILITIES 36,696,482 37,439,117
ACCUMULATED DEFICIT (26,849,342) (30,237,918)
TOTAL LIABILITIES AND ACCUMULATED DEFICIT 9,847,140 $ 7.201,199

The accompanying notes are an integral part of these financial statements.



CALIFORNIA STATE EMPLOYEES ASSOCIATION

STATEMENTS OF ACTIVITIES

YEARS ENDED DECEMBER 31, 2015 AND 2014

REVENUES:
Affiliate support
Royalty fees
Insurance company reimbursements
Administrative service fees

Equity gain on investment in Building Corporation

Interest income
Dues and fees
Discount ticket sales (net of purchases of
$8,460 for 2015 and $739,730 for 2014)
Loss on disposal of property and equipment
Miscellaneous
Total revenues

EXPENSES:
Salaries and related expenses
Professional fees
Rent, office expense, general and administrative
Depreciation and amortization
Travel, meetings and conferences
Interest expense
Printing, postage and publications
Other expenses
Total expenses

OTHER INCREASES (DECREASES):

Net post-retirement periodic benefit cost, net of contributions
Post-retirement changes other than net periodic benefit cost

Income tax expense
Total other increases

DECREASE IN ACCUMULATED DEFICIT

ACCUMULATED DEFICIT, Beginning of year

ACCUMULATED DEFICIT, End of year

2015 2014
5,716,654 5,736,195
1,823,354

1,579,277
153,791
35,498 9,232
10,154 8,898
9,674 6,740
1,022 37,618
(16,276)
21,127 36,441
7,771,274 7,398,125
3,969,874 4,610,818
469,367 262,824
411,979 558,720
145,656 162,485
115,940 39,99
45,024 87,795
26,936 18,991
19,922 52,761
5,204,698 5,794,385
1,958,000 (275,000)
(1,109,000) 1,732,000
(27,000) (364,000)
822,000 1,093,000
3,388,576 2,696,740
(30,237,918) (32,934,658)

§ (26,849,342)

$ (30,237,918)

The accompanying notes are an integral part of these financial statements.
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CALIFORNIA STATE EMPLOYEES ASSOCIATION

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2015 AND 2014

CASH FLOWS FROM OPERATING ACTIVITIES:
Decrease in accumulated deficit
Reconciliation to net cash provided by operating activities:
Depreciation and amortization
Loss on disposal of property and equipment
Equity gain in subsidiary
Changes in:
Accounts receivable
Due from/to affiliates
Prepaid expenses and other assets
Deferred tax asset
Accounts payable and accrued expenses
Post-retirement benefit liability
Supplemental retirement plan liability
Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property and equipment

CASH FLOWS FROM FINANCING ACTIVITIES:
Principal payments on capital lease obligations
Principal payments on notes payable

Net cash used by financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, Beginning of year

CASH AND CASH EQUIVALENTS, End of year

OTHER CASH FLOW INFORMATION:
Cash paid during the year for interest

201 014

$ 3388576 $ 2,696,740
145,656 162,485

16,276
(35,498) (9,232)
(59,574) (1,918)

30,022 251,398

18,792 256,344

27,000 364,000
140,641 (384,660)
(849,000) (1,457,000)
(3,548) (3,789)
2,803,067 1,890,644
(49,945) (10,319)
(882)

(60,750) (751,820)
(60,750) (752,702)
2,692,372 1,127,623
6,237,850 5,110,227

$ 8930222 $ 6,237,850
$ 45024 87.795

The accompanying notes are an integral part of these financial statements.



CALIFORNIA STATE EMPLOYEES ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

The California State Employees Association (the Association) is a nonprofit, mutual benefit
corporation, whose purpose is to provide shared administrative services to three afTiliated entities:
Association of California State Supervisors, Inc. (ACSS), the California State University
Employees Union S.E.1.U. Local 2579 (CSUEU), and the CSEA Retirees, Inc. (Retirees). Local
1000 restructured its service agreement with the Association and beginning January 2013, they
started performing a majority of its own administrative services.

The Association sponsored an unincorporated political action committee: the California State
Employees Association Initiative Committee (PAC). The PAC was established to help elect
legislators and other statewide political leaders who support state employees. The accompanying
financial statements include the activities of the PAC through its termination date, on March 17,
2014,

The Association recognizes United Automobile, Aerospace, and Agricultural Implement Workers
of America, AFL-CI1O Local 2350 as the sole and exclusive bargaining agent for the non-
management employees of the Association.

Basis of presentation — The Association’s financial statements are prepared on the accrual basis of
accounting and in conformity with professional standards applicable to not-for-profit entities.

Revenue recognition — The principal revenue source of the Association is support from its
affiliates based on a negotiated fixed fee for central support costs. These costs are governed by the
service agreements with affiliates. Affiliate support, royalty fees, administrative service fees,
insurance company reimbursements, and other income are recognized when earned.

Cash and cash equivalents — For financial statement purposes, the Association considers all
investments with an initial maturity of three months or less to be cash equivalents.

Accounts receivable and due from affiliates are stated at the amount management expects to
collect from outstanding balances. The Association uses the allowance method to determine
uncollectible receivables. The allowance is based on prior years® experience and management’s
analysis of specific accounts. The allowance for doubtful accounts at December 31, 2015 and 2014
was $14,700 and $126,845, respectively.

Investment in affiliate — The Association accounts for its fifty percent interest in the State
Employees Building Corporation under the equity method.

Property and equipment is stated at cost and depreciated using the straight-line method over
estimated useful lives of 3 to 15 years. The Association capitalizes all expenditures for property and
equipment in excess of $5,000.

Software development costs — Costs for the Association’s internally developed software are
accounted for in accordance with professional standards. Capitalized costs include those costs
directly associated with developing the software and upgrade and enhancement costs resulting in
additional functionality, following the preliminary project-planning phase up to its implementation
and operational stage. Capitalized costs are amortized over the estimated useful life of the software
on a straight-line basis. Amortization begins when the software is available for its intended use.
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CALIFORNIA STATE EMPLOYEES ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

Income taxes — The Association is exempt from income taxes under Section 501(c)(5) of the
Internal Revenue Code, but is subject to income taxes from activities unrelated to its tax-exempt
purpose. The Association has applied the accounting principles related to accounting for
uncertainty in income taxes and has determined that there is no material impact on the financial
statements. With some exceptions, the Association is no longer subject to U.S. federal and state
income tax examinations by tax authorities for years prior to 2011.

Use of estimates — The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make
estimates and assumptions that affect certain reported amounts and disclosures. Accordingly, actual
results could differ from those estimates.

Accrued post-retirement benefit liabilities — The Association accounts for its post-retirement
benefit liabilities in accordance with professional standards, which requires employers to (a)
recognize the overfunded or underfunded status of a single-employer defined benefit post-
retirement plan as an asset or liability in its statement of financial position and to recognize changes
in that funded status in unrestricted net assets in the year in which the changes occur, and (b)
measure the funded status of a plan as of the date of its year-end statement of financial position,
with limited exceptions.

Subsequent events have been evaluated through April 11, 2016, the date the financial statements
were available to be issued.

INVESTMENT IN STATE EMPLOYEES BUILDING CORPORATION

The Association holds a fifty percent interest in the State Employees Building Corporation (the
Building Corporation). The remaining fifty percent interest is held by Golden One Credit Union
(Credit Union). The Association and the Credit Union are tenants of the property owned by the
Building Corporation, and each hold 4,500 shares of common stock in the Building Corporation,
which represents the total shares outstanding. The Association accounts for its interest in the
Building Corporation at cost plus its share of undistributed earnings or loss.

Summarized information for the Building Corporation as of December 31, 2015 and 2014 is as
follows:

2015 2014
Property, net $ 1,231,881 $ 1,248,094
Cash 159,615 119,225
Other assets 2,469 2,746
Liabilities (522.829) (569.924)
Stockholders’ equity 871,136 800,141
Net gain 70,995 18,464
Carrying amount of the Association’s investment 435,568 400.070
Equity gain on investment b 35498 % 9,232



CALIFORNIA STATE EMPLOYEES ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

3. PROPERTY AND EQUIPMENT

Property and equipment consist of the following:

2015 2014
Buildings and improvements § 755693 § 755,693
Furniture and equipment 1,582,690 1,582,690
Software 867,537 817,592
Total 3,205,920 3,155,975
Less accumulated depreciation and amortization (2.960.553) (2.814.897)
Property and equipment, net 3245367 § 341078

4. NOTES PAYABLE

Effective June 1, 2010, the California State Employees Association Retirement Plan (Pension Plan)
was merged into the SEIU Affiliates Officers and Employees Pension Plan (SE1U Plan) (see
Note 7).

Prior to the merger of the Pension Plan into the SEIU Plan, the Association became aware that the
Pension Plan failed to provide automatic actuarial increases to participants whose benefits do not
commence at or before their normal retirement date. As a result, the Pension Plan filed a Voluntary
Compliance Plan (VCP) with the Internal Revenue Service (1RS) in 2010 offering to correct this
plan failure for all affected participants on or after January 1, 2004. The IRS completed its review
in November 2011 and accepted the proposed assessment of $713,000. The SEIU Plan agreed to
finance this assessment over 10 years at a monthly payment amount of $8,885 through 2022
including interest at 8% per annum. As of December 31, 2015 and 2014, the remaining liability
was $529,520 and $590,270, respectively. The Association has included this liability in notes
payable on the statements of financial position.

Principal payments on notes payable as of December 31, 2015, are as follows:

2016 3 65,793
2017 71,253
2018 77,167
2019 83,572
2020 90,509
Thereafter 141.226
Total 529,520
Less current portion (65.793)

Long-term portion $ 463,727
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CALIFORNIA STATE EMPLOYEES ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

REVOLVING LOAN

The Association has a revolving loan with Wells Fargo Bank for $250,000. Interest accrues subject
to the greater of 5% or prime rate plus 1.75%. Interest is due and payable monthly and any unpaid
principal shall be due and payable on March 1, 2017. The loan is collateralized by inventory and
equipment of the Association. As of December 31, 2015 and 2014, there were no draws taken from
this account and no outstanding balance due.

OPERATING LEASE AGREEMENT

The Association has an operating lease agreement for office facilities which operates on a month to
month basis. Rent expense under this lease for the years ended December 31, 2015 and 2014 was
$156,812 and $158,981, respectively.

RETIREMENT PLANS

SEU Defined Benefit Plan

Plan name: SEIU Affiliates Officers and Employees Pension Plan
Plan’s EIN: 52-0812348

Plan number: 001

Certified zone status: Green Zone

Qualified employees are covered under the SE1U Affiliates Officers and Employees Pension Plan
(SEIU Plan). The SEIU Plan provides retirement and disability benefits, annual cost-of-living
adjustments, and death benefits to plan members and beneficiaries. The SEIU Plan is a multiple-
employer plan administered by the Service Employees International Union (SEIU), which acts as a
common investment and administrative agent for participating organizations. The SEIU Plan
selects optional benefit provisions by contract with SEIU and adopts those benefits through Board
approval. Multiple-employer plans differ from single-employer plans in that much of the fiduciary
responsibilities and risks under a single-employer plan would lie with the Association. Under this
multiple-employer plan, the fiduciary responsibilities and risks lie with SEIU.

The Association is required to contribute the actuarially determined remaining amounts necessary
to fund the benefits for its members based on the actuarial methods and assumptions adopted by the
SE1U Board of Directors. The required employer contribution rate for 2015 and 2014 was 20% and
18% of annual covered payroll, respectively. The Association’s contributions to the SEIU Plan for
2015 and 2014 were $241,358 and $334,349, respectively, and equaled 100% of the required
contributions. Future contribution rates as a percentage of covered annual payrolls have been
adopted as follows:

2016 20%
2017 and thereafter 21%



CALIFORNIA STATE EMPLOYEES ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

Retiree Health Plan

In addition to the SEIU Plan, the Association provides health, dental, and vision coverage to
eligible retired participants through the California State Employees Association Retiree Health
Benefit Plan (Retiree Health Plan). The participant must have at least 10 years of service; 15 years
of services are required for full coverage. The Association allows the participant to choose between
several health benefit plan options provided by Kaiser Permanente and Pacificare. All the plan
options are HMO plans, except that transitionally, some employees were allowed to choose a PPO-
type plan option. The Association pays the premiums for each retiree and the retiree’s dependents
according to the plan vesting schedule. In addition, for retirees covered by Medicare, the
Association reimburses retirees for their Medicare premium payments.

The Association’s funding policy is to make contributions on a pay-as-you-go basis. The following
information has been computed by the Association’s actuary (in thousands):

2015 2014
Net post-retirement periodic benefit cost (income) $ (305) % 1,921
Employer contributions 1,653 1,646

The following table sets forth the Retiree Health Plan’s funded status at years ended December 31
(in thousands):

2015 2014

Actuarial present value of accumulated post-retirement

benefit obligation $ (34.723) $ (35572
Funded status (liability) $  (34.723) $ _(35.572)
Current liability recorded on the statements of financial

position $ (1L551) §  (1.547)
Noncurrent liability recorded on the statements of

financial position $  (33.172) § (34.025

Net post-retirement periodic benefit cost (income) for the years ended December 31 included the
following components (in thousands):

2015 2014
Service cost — benefits earned during the period $ 347 § 466
Interest cost 1,0 1,717
Amortization of gain {1.762) (262)

Net post-retirement periodic benefit cost (income) $ (305 § 1,921
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CALIFORNIA STATE EMPLOYEES ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

Net Retiree Health Plan changes other than net post-retirement periodic benefit cost (income) for
the years ended December 31 included the following components (in thousands):

2015 2014
Loss {gain) during the year b 6,459 § (1,994)
Curtailment gain* (5,188)
Amortization of gain (424)
Amortization of prior service cost during the year 262 262
Post-retirement changes other than net periodic benefit cost
(income) $ Li09 § (1,732)

*In 2015 a curtailment gain was calculated by the Association’s actuary due to the change from the
Association paying for vested terminated employees and certain retires to Local 1000 paying for

such costs.

Amounts in unrestricted net assets that are expected to be recognized as components of net post-
retirement periodic benefit cost for the year ending December 31, 2016, included the following
components {in thousands):

Amortization of prior service cost $ (262)

The following is a summary of the key assumptions used at December 31:

2015 2014
Discount rate 4.10% 3.75%

Expected medical inflation trend assumptions for the Retiree Health Plan are as follows:

Pre 65 Post 65
2016 8.00% 5.50%
2017 7.75% 5.25%
2018 7.50% 5.00%
2019 7.25% 5.00%
2020 7.00% 5.00%
2021 6.75% 5.00%
2022 6.50% 5.00%
2023 6.25% 5.00%
2024 and thereafter 6.00% 5.00%

Assumed health care cost trend rates have a significant effect on the amounts reported for the health
care plans. Increasing the health care cost trend rate by 1% in each future year would increase the
accumulated post-retirement benefit obligation by $5,259,000 and the aggregate annual service and
interest cost by $490,000.



CALIFORNIA STATE EMPLOYEES ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

The estimated annual benefit payments required for the Retiree Health Plan for the next ten years
are as follows (in thousands):

Year ending December 31:

2016 $ 1,551
2017 1,612
2018 1,666
2019 1,725
2020 1,774
2021-2025 9,336
Total b 17,664

Defined Contribution Plan

The Association sponsors a defined contribution plan under 1RC Section 401(k) in which all
employees 21 years of age and over are eligible to participate. It is subject to the provisions of the
Employee Retirement Income Security Act of 1974 (ERISA). Participants may contribute by salary
reduction of their annual wages before bonuses and overtime. This amount is limited by the IRS to
a maximum dollar amount per year. Each participant’s account is credited with the participant’s
contribution and allocation of plan earnings. The Association makes matching contributions of
200% of the first 1.50% of employee contributions to a maximum of 1.50% of gross wages.
Employer contributions are not vested until the participant reaches three years of service. Plan
expenses amounted to $32,334 and $52,278 for 2015 and 2014, respectively.

Supplemental Retirement Plan

In addition, the Association has a supplemental retirement plan that is an eligible deferred
compensation plan as defined in Section 457(a) of the Internal Revenue Code. The plan is not
intended to conform to the requirements of Internal Revenue Code Section 401. Participants are a
select group of management or highly compensated employees. Currently, there is one prior
employee benefitting under the plan. No other participants have been identified at December 31,
2015. Plan contributions are actuarially determined to fund current costs. This plan and the
Association’s liability under it will terminate upon the Association’s legal dissolution, adjudication
as bankrupt, or the making of a general assignment to or for the benefit of creditors. The
Association’s financial statements include the activity of the plan. At December 31, 20135 and
2014, no assets were held for the plan. At December 31, 2015 and 2014, liabilities of $147,536 and
$151,084, respectively, were held for the plan and shown as supplemental retirement plan liability
on the statements of financial position.

FUNCTIONAL EXPENSES

The Association allocates expenditures functionally between direct expenditures on behalf of
affiliates and indirect general and administrative costs. Accordingly, certain costs have been
allocated based on employees’ time incurred directly on behalf of affiliates and direct utilization of
resources. For 2015, 74% of the Association’s expenses consist of services provided on behalf of
affiliates, while 26% are general and administrative costs. For 2014, services provided on behalf of
affiliates were 77% of total expenses and general and administrative costs were 23%.
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CALIFORNIA STATE EMPLOYEES ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

10.

TAX STATUS

The Association is subject to Federal and State unrelated business income tax in any year they have
activities that are unrelated to their exempt purpose. The Association is subject to tax on
advertising revenues, discount ticket sale revenues and administrative service fees, net of any
related expenses. A provision for unrelated business income taxes has been made for the years
ended December 31, 2015 and 2014 to reflect changes in the deferred tax balances.

The Association has Federal and State NOLs as of December 31, 2015 in the amount of $48,829
and $70,097, respectively. The Federal and California NOLs expire in the year 2031. These NOLs
can be carried forward to offset taxable income in future years, which creates a deferred tax asset,
It is expected that the federal and California NOL will be utilized before they expire. Therefore, no
valuation allowance is recognized in 2015 and 2014,

Income taxes were comprised of the following:

2015 2014
Federal income tax provision 5 21,000 $ 283,000
State income tax provision 6.000 81.000
Income tax expense $ 27000 $ 364,000
The Association's net deferred tax balances are as follows for the year ended December 31, 2015:
Federal State Total
Deferred tax asset, current $ 15000 § 6,000 § 21,000

The Association's net deferred tax balances are as follows for the year ended December 31, 2014:
Federal State Total

Deferred tax asset, current $ 36,000 $ 12,000 % 48,000

CONCENTRATION OF CREDIT RISK

Financial instruments which potentially subject the Association to credit risk consist primarily of
cash and cash equivalents and amounts due from affiliates.

The Association minimizes credit risk associated with cash and cash equivalents by periodically
evaluating the credit quality of its primary financial institution. The balance at times may exceed
federally insured limits. The Association has not experienced any losses in such accounts and
management believes the Association is not exposed to any significant credit risk related to cash
and cash equivalents.

Amounts due from affiliates, as disclosed in Note 11, are for services provided during the year and
are generally collected within three months after they are billed.



CALIFORNIA STATE EMPLOYEES ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

11.

12.

AFFILIATES

The Association is affiliated with the ACSS, Local 1000, CSUEU, and Retirees. The affiliates are
charged a negotiated fixed fee for providing central support services that include accounting,
information technology, human resources, and membership services.

The Association earned the following affiliate cost reimbursement revenue amounts for 2015 and
2014:

2015 ACSS Local 1000 CSUEU Retirees Total
Central support $ 539,004 § 3,846,646 $ 923,004 § 408,000 §$ 5,716,654
2014 ACSS Local 1000 CSUEU Retirces Total
Central support $ 539,004 5 3,866,187 $ 923,004 $ 408,000 $ 5,736,195

The Association had the following amounts due from (due to) the affiliates;

December 31, 2015 ACSS Local 1000 CSUEU Retirees Total
Central support $ 12,341 $ (163491) $ 35200 $ (1,697) $ (117,647)
December 31, 2014 ACSS Local 1000 CSUEU Retirees Total
Central support $ 23,876 $§ (113,635 $§ 11,222 § (9,088) $ (87,625)

The Association maintains a one-month central support service reserve (as required by the service
agreements) and is included in deposits due to affiliates and cash and cash equivalents on the
statements of financial position as follows for the years ended December 31, 2015 and 2014:

ACSS Local 1000 CSUEU Retirees Total

Central support service
reserve $ 80,000 $ 337844 $ 140,000 $§ 40,000 $ 597,844

CHANGE IN AGREEMENTS WITH MAJOR AFFINITY VENDORS

Effective January I, 2015, the Association completed new agreements with its major Affinity
vendors that bifurcates the revenue formerly classified as “Insurance company reimbursements”
into two classifications: “Royalty fees” and “Administrative service fees.” Royalty fees represent
revenue the Association receives for the use of its membership data and other property rights per
licensing agreements. Revenue received from Affinity vendors for additional services the
Association provides separate from the licensing agreement is classified as “Administrative service
fees.”
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BOARD AGENDA ITEM FIS 2/16/1 (Harold Rose)

ACTION ITEM Date: 6/11/16

SUBJECT: Approval of refunding the Affiliates Central
Support service reserve

SOURCE AND/OR PROPONENT: Harold Rose

PRESENTATION BY: Harold Rose

ASSIGNED TO: Mike Carr

RECOMMENDED ACTION:

That the Board of Directors approve the CSEA Fiscal Committee recommendation to
refund the Affiliates “Central Support Service Reserve” balances. The total amount of the
refund is $597.844. The Affiliate’s reserve balance is: ACSS $80,000; Local 1000
$337,844; CSUEU $140,000 and CSR $40,000. The refund will be completed by June
30, 2016.

BACKGROUND:

CSEA maintains a central support service reserve for each affiliate. The total reserve
balance is $597,844, which is made up of the following Affiliate balances: ACSS
$80,000; Local 1000 $337,844; CSUEU $140,000 and CSR $40,000. The reserve
balances were initially established for payment of the Affiliate’s direct costs and their
share of Central Support and indirect costs. Beginning in 2013 the Affiliates and CSEA
have agreed on a negotiated cost sharing arrangement that is not based on the direct labor
allocation methodology. Due to this change the Affiliate reserve balances are no longer
necessary for Central Support funding.

ESTMATED COST/SAVINGS: Annual reduction to interest income of
approximately $900.
FUNDING SOURCE: CSEA cash reserves.

BOARD ACTION:
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