SPECIAL JOINT MEETING OF THE
BOARD OF HOSPITAL TRUSTEES
AND CITY COUNCIL OF THE CITY OF NEEDLES

Tuesday, March 26, 2013

Call to Order
President Anderson called the meeting to order at 4:32 p.m. in the Council Chambers at 1111
Bailey.

Roll Call
City Council - Present: Mayor Edward Paget, Council Members Linda Kidd, Tony Frazier, Terry
Campbell, Tom Darcy and Shawn Gudmundson (arrived at 4:45 p.m.).

Board of Hospital Trustees - Present: President Terri Anderson, Members Norma Williams, Adela
Owensby, Pamela Blake (arrived at 4:33 p.m.}, Georgia Breault and Bob McKeever

Also present City Manager David Brownlee, City Attorney John Pinkney and City Clerk Dale Jones.

Public Appearance

Ms. Rebecca Valentine informed the Board and Council that she requested and received
information regarding the hospital's payroli account before CHP took over the operation of
the hospital. She has requested additional information regarding the hospital payroli
account and was told that this information is not a public record and questioned ff it is a
public record. City Attorney Pinkney responded that if there is a public records request, we
will respond.

1) - Update on Colorado River Medical Center insurance issues and action to bind
insurance for hospital - Action taken to approve the Darwin Extension (04/01/13~
06/01/13) for the Hospital Professional, Employee Benefit and Umbrella Liability
Insurance in the amount of $18,444.58; approve the ACE Extension (04/01/13-06/01/13)

for Helipad/Heliport Liability Insurance in the amount of $575.00; approve ZAIC
(04/01/13-14) for Commercial Property Insurance in the amount of $28,417.00; and
approve AWAC (04/01/13-14) for the Privacy Liability and Network Risk Insurance in

the amount of $3,094.30.

Mr. Gary Billingsley, Medical Indemnity Group LLC apologized that he was not able to copy
documents for the meeting as he thought the meeting started at 6:30 p.m. City Attorney Pinkney
voiced his opinion that this is a really important decision and suggested to take a break to allow Mr.
Billingsley time to copy.

Moeting Recessed
President Anderson recessed the meeting at 4:35 p.m.

Meeting Reconvened
President Anderson reoonvened the meeting at 5 02 p.m. with all persons heretofore ment!oned
present.

Mr. Billingsley informed everyone that Darwin Select Insurance Company (DCIS), the current
ingurance carrier, informed him that they have opted not to renew however has offered an

extension to June 1, 2013 citing that they believe risk management at the facility is not adequate.

Mr. Billingsley's opinion is because of the large loss of over $900,000 that they had to pay out. He
continued that he contacted Lexington Insurance Company (LIC) and they are interested in insuring .
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the hospital. Today he received notice from Allied World Assurance Company (AWAC) that they
will not be renewing the Directors & Officers and Employment Practices Liability Insurance Policies
and he will be looking for an altemnate insurance. Mr. Billingsley distributed a two page document
_titled “Needles Hospital Sale Proceeding Despite Obstructions & Bumps in the Road” which was

published on January 14, 2013 in the San Bernardino County Sentinel. He voiced his belief that
Allied did not renew because they are concerned that a lawsuit may arise out of this transaction
based on the comments made in the article. Allied was also concerned about the Hospital Boards
request for documents from their underwriters file.

Mr. Biflingsley informed the Board that they should use only one broker for their insurance needs.
He distributed a one page document titled “City of Needles, DBA Colorado River Medical Center
Summary” of options of insurance premiums if the hospital sells by a certain date, which he
reviewed. Then he distributed a 6 page document titled “City of Needles, DBA Colorado River
Medical Center” breaking down the summary of options if the hospital sells by a certain date, which
he also reviewed in detail. City Attorney Pinkney inquired as to what decisions the Hospital Board
needs to make today and if a decision is made can the coverage be changed. Mr. Billingsley
responded that the Board has to make a decision on when they think the sale will close and based
on that decision move forward with the insurance option which fits the closing date. Vice Mayor
Campbell informed Mr. Billingsley that the business is being sold and the property is being soid
separately and anticipates the 1% closing of the sale of the business will be June 30, 2013. City
Attorney Pinkney reviewed the sale of the hospital and the sale of the land. Mr. Billingsley voiced
his opinion that it is risky to release control of your insurance when someone else is operating the
facility under your license and advised that the City be named as first insured. City Attorney
Pinkney stated that as soon as the initial closing occurs, we will not own the hospital anymore.
Based on the anticipated closing date of June 30, Mr. Billingsley recommended approving option 1A
which was the Darwin Extension, Darwin Tail, Lexington 1% Year, Lexington 1% Year R/P and
Lexington Tail totaling $318,757.98. Mr. Billingsley informed the Board that any action that they
take tonight would bind the policies and they would have approximately two weeks to pay once the
bill is sent to the hospital.

Considerable discussion ensued regarding the various policies. Mr. Billingsley distributed a 5 page
document which included five tables reviewing the Hospital Professional, Employee Benefit and
Umbrella Liability Insurance; Non-Owned & Hired Automobile Insurance; Helipad/Heliport Liability
Insurance; Commercial Property Insurance and the Privacy Liability and Network Risk Insurance.
He reviewed in detail each table recommending the insurance policies that should be acted upon
tonight. City Attorney Pinkney informed the Board that CHP has copies of the existing coverage
and whereby the coverage would be in both names however paid by CHP and then read from the
Management Agreement Section 16, Insurance. Discussion ensued resulting in the following
action.

Board Member Blake moved, seconded by Board Member Breault to approve the Darwin Extension
(04/01/13-06/01/13) for the Hospital Professional, Employee Benefit and Umbrella Liability
Insurance in the amount of $18,444.58; approve the ACE Extension {04/01/13-06/01/13) for
Helipad/Heliport Liability Insurance in the amount of $575.00; approve ZAIC (04/01/13-14) for
Commercial Property Insurance in the amount of $28,417.00; and approve AWAC (04/01/13-14) for
the Privacy Liability and Network Risk Insurance in the amount of $3,094.30,

Motion carried by the following roll call vate:

Ayes: Members Anderson, Breault, Blake, Owensby, McKeever and Williams
Noes: None .
Absent: None



2) Update on use of Colorado River Medical Center sale escrow funds and discussion
and possible action to take additional advances from escrow to cover costs of insurance to
be placed on the next Board agenda -

City Attorney Pinkney announced that as a result of the previous action this agenda item was not
discussed as it was placed on the agenda because of the cost of tail coverage. This item will be
placed on the next Hospital Board agenda.

3) No action - Discussion and possible action regarding insurance broker fee agreement
between Colorado River Medical Center and Gary Billingsley

City Attorney Pinkney responded to President Anderson that Mr. Billingsley addressed his
compensation in the tables he provided to you.

Mr. Billingsley responded to Councilmember Darcy's inguiry that it is very confusing if you have
- multiple brokers working on the insurance and that it is an option to get another broker is they so
chooss. :

4) Adjournment
Member Breauit moved, seconded by Member Blake to adjourn the joint meeting at 6:10 p.m.

President Anderson declared the special joint meeting between the City Council and Board of
Hospital Trustees held on the 26th day of March, 2013, adjourned at 6:10 p.m.

ATTEST:

Mayor Edward T. Paget, M.D. City Clerk Dale Jones, CMC



