CALIFORNIA AFFILIATED RISK MANAGEMENT AUTHORITIES

BOARD OF DIRECTORS
AGENDA

Bodega Bay Lodge & Spa
103 Coast Highway One
Bodega Bay, California 94923
(707) 875-3525

Friday, January 13, 2012
9:00 a.m. - 12:00 p.m.

In compliance with the Americans with Disabilities Act, if you are a disabled person and you need
a disability-related modification or accommodation to participate in this meeting, please contact
Sandra Spiess at (916) 244-1182, or (916) 244-1199 (fax). Requests must be made as early as
possible, and at least one full business day before the start of the meeting.

Documents and materials relating to an open session agenda item that are provided to the
CARMA Board of Directors less than 72 hours prior to a regular meeting will be available for
public inspection and copying at: 1750 Creekside Oaks Drive, Suite 200, Sacramento, CA 95833.
The documents are also available on CARMA’s website, www.carmajpa.org.

1.

CALL TO ORDER
INTRODUCTIONS
APPROVAL OF AGENDA AS POSTED (OR AMENDED)

PUBLIC COMMENTS - This time is reserved for members of the public to
address the Board relative to matters of the California Affiliated Risk Management
Authorities not on the agenda. No action may be taken on non-agenda items unless
authorized by law. Comments will be limited to five minutes per person and twenty
minutes in total.

CONSENT CALENDAR

*A.  Minutes of the October 26, 2011, Special Board Teleconference Meeting
*B.  Minutes of the September 9, 2011, Board Meeting

*C.  Warrant Listings for August 16, 2011, through December 31, 2011

*D.  Treasurer’s Report at September 30, 2011

*E.  Financial Statements as of September 30, 2011
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*F.  CARMA/GENEX Contract — Medicare Reporting Agent and Set-Aside
Services 45
Recommendation: Approval of Consent Calendar.

ANNUAL WORKSHOP RECAP

*A.  Establishment of Goals and Objectives 58
Recommendation: The Board of Directors adopts the 2012 Goals
and Obijectives.

ADMINISTRATIVE MATTERS
*A.  Reaffirmation of the CARMA Conflict of Interest Code 59
Recommendation: The Board reaffirms the CARMA Conflict of
Interest Code as presented for the 2012 and 2013 calendar years.
*B.  Agreement between CARMA and Alliant Insurance Services, Inc. for 63
Insurance Brokerage and Consulting Services
Recommendation: Provide direction for staff to re-negotiate the
agreement between CARMA and Alliant Insurance Services, Inc., or
to begin the Request for Proposal process for brokerage services.
*C.  Agreement between CARMA and Bickmore Risk Services (BRS) for 73
Administration, Litigation Management, and Financial Services
Recommendation: The Board of Directors appoints an ad hoc
committee to negotiate the agreement between CARMA and Bickmore
Risk Services, or begins the Request for Proposal process for
Administration Services.

FINANCIAL MATTERS
A.  California Asset Management Program Portfolio Review 87
Recommendation: None, information only.

COVERAGE MATTERS

*A.  Report from the CARMA Cyber Liability Ad Hoc Committee 88
Recommendation: The ad hoc committee will recommend to the
Board that the CARMA MOC be revised effective July 1, 2012, to
provide 3rd party liability coverage for Cyber Liability subject to the
applicable sub-limits discussed above and also subject to any other
exclusions and conditions in the MOC.

MARKETING MATTERS
*A.  Commercial Marketing Strategy 90
Recommendation: None, information only.

* = Material on agenda item enclosed
** = Material on agenda item enclosed for Board members only
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11. PRESENTATIONS
*A. Board of Directors’ Service Plagues — Ms. Linda Abid-Cummings 95
(CSIVRMA) and Mr. John Stroh (VCJPA)
Recommendation: Present plaques in recognition of the service and
dedication to the CARMA Board of Directors by these CARMA Board
Members.

12. CLOSING COMMENTS
This time is reserved for comments by the Board members and staff and to identify

matters for future Board business.

A. Board
B. Staff

13. ADJOURNMENT

NOTICES:

The next Board of Directors’ meeting is currently scheduled for Wednesday, April 18, 2012, at
the offices of Bickmore Risk Services in Sacramento, California.

* = Material on agenda item enclosed
** = Material on agenda item enclosed for Board members only
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CONSENT CALENDAR

SUBJECT: Consent Calendar

BACKGROUND AND STATUS:

The Consent Calendar consists of items that require approval or acceptance but are self-
explanatory and require no discussion. If the Board would like to discuss any item listed, it may
be pulled from the Consent Calendar.

RECOMMENDATION:

Approval of Consent Calendar.

REFERENCE MATERIALS ATTACHED:

*A.  Minutes of the October 26, 2011, Special Board Teleconference Meeting

*B.  Minutes of the September 9, 2011, Board Meeting

*C.  Warrant Listings for August 16, 2011, through December 31, 2011

*D.  Treasurer’s Report at September 30, 2011

*E.  Financial Statements as of September 30, 2011

*F.  CARMA/GENEX Contract — Medicare Reporting Agent and Set-Aside Services

Agenda Item 5.A.-F.




CALIFORNIA AFFILIATED RISK MANAGEMENT AUTHORITIES
(CARMA)

DRAFT MINUTES OF THE SPECIAL BOARD OF DIRECTORS’
MEETING OF OCTOBER 26, 2011

A special meeting of the Board of Directors of CARMA was held on October 26, 2011, via
teleconference.

BOARD MEMBERS PRESENT: Geoff Grote, BCJPIA, President
Linda Abid-Cummings, CSJVRMA
John Stroh, VCJPA

BOARD MEMBERS ABSENT: Robert Galvan, MBASIA, Vice President
Jake O’Malley, MPA, Treasurer

ALTERNATE MEMBERS PRESENT: Bill Lewis, CSIVRMA [left at 9:42 a.m.]

OTHERS PRESENT: Karen Thesing, Executive Director
Ramona Buchanan, Board Secretary
Michael Groff, Bickmore Risk Services
Linzie Kramer, Bickmore Risk Services
Craig Farmer, Legal Counsel, Farmer, Smith, & Lane
LLP

1. CALL TO ORDER

The October 26, 2011, Special Board of Directors’ meeting was called to order at 9:41 a.m.
by Mr. Geoff Grote, President.

2. INTRODUCTIONS

Those present introduced themselves.

3. APPROVAL OF AGENDA AS POSTED (OR AMENDED)

By consensus of the Board members present, the revised agenda as posted was approved.
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4.

PUBLIC COMMENTS

None

CLAIMS MATTERS

A.

Closed Session Pursuant to Government Code Section 54956.95(a) to Discuss Claims

Pursuant to Government Code section 54956.95(a), the Board convened to closed
session at 9:42 a.m. to discuss the following claim for the payment of tort liability
losses, public liability losses, or workers’ compensation liability incurred by the
joint powers authority:

Williams, et al. v. City of Antioch (MPA)

Report from Closed Session

The Board reconvened to open session at 9:58 a.m. and it was noted the following
action was taken in closed session: In the matter of Williams, et al. v City of Antioch
(MPA), Mr. Craig Farmer, Legal Counsel, reported that the Board met regarding the
case, and based on the recommendations, voted to approve the recommendations for
resolution.

CLOSING COMMENTS

A. Board

None
B. Staff

None
ADJOURNMENT

By consensus of the Board members present, the meeting was adjourned at 9:59 a.m.

Ramona Buchanan, Board Secretary



CALIFORNIA AFFILIATED RISK MANAGEMENT AUTHORITIES
(CARMA)

DRAFT MINUTES OF THE BOARD OF DIRECTORS’
MEETING OF SEPTEMBER 9, 2011

A regular meeting of the Board of Directors of CARMA was held on September 9, 2011, at the
Embassy Suites Resorts, South Lake Tahoe, California.

BOARD MEMBERS PRESENT: Geoff Grote, BCJPIA, President
Robert Galvan, MBASIA, Vice President
Jake O’Malley, MPA, Treasurer
John Stroh, VCJPA
Linda Abid-Cummings, CSJVRMA

ALTERNATE MEMBERS PRESENT: None

OTHERS PRESENT: Rob Kramer, Bickmore Risk Services
Linzie Kramer, Litigation Manager
Michael Groff, Litigation Manager
Craig Farmer, Legal Counsel
Gerry Preciado, Bickmore Risk Services
Ramona Buchanan, Board Secretary, Bickmore Risk
Services
Jeanette Workman, Bickmore Risk Services
Brian Kelley, Bickmore Risk Services
Adrienne Beatty, Bickmore Risk Services
Susan Adams, Alliant Insurance Services
Conor Boughey, Alliant Insurance Services
Carlos Oblites, PFM Asset Management, LLC
Bill Patterson, Sampson, Sampson, & Partners, LLP
Mike Fleming, CAJPA Representative, CSAC-Excess
Insurance Authority [arrived at 9:45 a.m.]

1. CALL TO ORDER

The September 9, 2011, Board of Directors’ meeting was called to order at 9:06 a.m. by
President Geoff Grote.

2. INTRODUCTIONS

Those in attendance introduced themselves, and a quorum of the Board was present.



APPROVAL OF AGENDA AS POSTED (OR AMENDED)

Jake O’Malley moved to approve the agenda as posted. Second by John Stroh. Motion
passed unanimously.

PUBLIC COMMENTS

Mr. Rob Kramer, Bickmore Risk Services, and acting CARMA Executive Director, reported
that due to surgery, Ms. Karen Thesing, CARMA Executive Director, was unable to attend
the September 9, 2011, CARMA meeting; however, she is recovering well. On behalf of the
Board, President Grote wished Ms. Thesing a speedy recovery.

CONSENT CALENDAR

Robert Galvan moved to approve/accept the following items: A) Minutes of the
June 22, 2011, Board of Directors’ Meeting; B) Minutes of the August 18, 2011, Special
Board of Directors’ Meeting; C) Warrant Listing from June 1, 2011, through August
15, 2011; D) Internal Financial Statements for the Year Ended June 30, 2011; E)
Treasurer’s Report as of June 30, 2011; F) Reinsurance Binder Confirmation from
AmTrust Reinsurance; G) Excess Binder Confirmation from Colony National
Insurance Company; and H) Sampson, Sampson, and Partners, LLP — Engagement
Letter for Financial Audit Services for CARMA dated June 20, 2011. Second by Linda
Abid-Cummings. Motion passed unanimously.

FINANCIAL MATTERS

A. Discussion on the Current Market Situation and the Economy, Mr. Carlos Oblites,
PEM

Mr. Carlos Oblites, PFM Asset Management, LLC (PFM), provided an overview of
the current market conditions, the current position of the CARMA investment
portfolio and the actions being taken to manage the CARMA investments. Mr.
Oblites discussed the current national debt ceiling, the debt-limit deal and ultimately
the downgrading of the U.S.’s long-term rating from an AAA to an AA+ with a
negative outlook by Standard & Poor’s (S&P). Discussing the impact of this
downgrade on the 2-year U.S. Treasury Yields, Mr. Oblites advised that the S&P
also downgraded Fannie Mae, Fannie Mac, 15 insurance companies and the FDIC.

Mr. Oblites further noted that the economy is slowing down, i.e., the gross domestic
product, labor market, housing sector, consumer confidence, etc., and the stock
market at the end of July 2011, remains in turmoil. Assuch, the yield on 2-year U.S.
Treasury notes is now at 19 to 20 basis points, much below the yield of 33 basis
points at June 11, 2011.

Page 2 of 11



Mr. Oblites reported that these conditions have a direct impact on the CARMA
portfolio. As such, the portfolio is being managed on a return basis by enhancing the
yield and also positioning the portfolio so as to create gains and drive the
returns. Mr. Oblites advised it is believed that within the next six to twelve months,
the rates will generally remain the same and the yields may come back up.

Discussion ensued, with the inquiry on how the CARMA portfolio is performing
under these conditions. Mr. Oblites advised that by comparing the portfolio to the
benchmarks, and for the first quarter, the portfolio seems to be performing well with
basis points; which, when compounded, works out to about 3%+ on an annualized
basis.

Review of CARMA Investment Policy

Mr. Rob Kramer reported that the CARMA Investment Policy has been included on
the agenda for consideration by the Board. Mr. Kramer further noted that CARMA
went through its CAJPA review for Re-Accreditation with Excellence, and that the
review/approval of the investment policy is one of the requirements for this
accreditation. The other requirement by CAJPA is the delegation of the CARMA
Treasurer as the CARMA Investment Manager, which is addressed on page 1 of the

policy.

Mr. Kramer directed the Board’s attention to a memorandum from PFM that outlined
the proposed amendments to the CARMA Investment Policy and the draft
investment policy contained in the agenda. Proposed changes to the following
sections of the policy were: (1) Reporting; (2) Permitted Investments Section 4
(Notes and Bonds of Other 49 States); (3) Section 8 (Corporate Notes) and 10
(Negotiable Certificates of Deposits; (4) Section 11 (California’s Local Agency
Investment Fund); and (5) Section 12 (Insured Savings Accounts or Money Market
Accounts).

Mr. Oblites advised that one of the recommendations in the Investment Policy, and
due to the current corporate landscape, is the Board’s acceptance of the revision in
the rating language so that corporate securities in the “A” rating are eligible for
purchase. This recommendation is due to the reduction in the number of “AA”
investments and now the majority falls within the “AA”/“A” threshold. Mr. Oblites
further discussed the proposed changes to the Policy including the recommended
amount of LAIF investments; changing the term “money market accounts” to a more
updated term, “insured savings accounts;” and now the medium-termed corporate
notes shall be rated by the Nationally-Recognized Statistical Rating Organization
(NRSRO).

John Stroh moved to approve the CARMA Investment Policy, as presented.
Second by Jake O’Malley. Motion passed unanimously.
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Consideration of the June 30, 2011, Independent Financial Audit Prepared by
Sampson, Sampson, and Partners, LLP

Mr. Bill Patterson, Sampson, Sampson, and Partners, LLP, provided an overview of
the June 30, 2011, Independent Financial Audit for CARMA, including the following
highlights:

e The auditors are presenting an unqualified opinion that the financial
statements for CARMA are presented in accordance with accounting
principles of the Government Auditing Standards;

e Financial highlights indicate that the revenues at June 30, 2011, are $6.9
million (decreased by 39% in interest earnings over the prior year); expenses
at $4.8 million (decreased by 42%); assets at $28.7 million (increase of 3%);
and liabilities at $18.5 million (decrease of 6%);

e Cash represents the majority of the CARMA assets;

e The investments make up the majority of the combined total of $28 million
for cash and investments;

e The ratings shown in the financial audit do not reflect the “A” downgrade
rating that was just approved in the CARMA Investment Policy. Assuch, at
June 30, 2011, the majority of investments are in AAA/A-1 very secured
investments;

e There was a significant increase in claims liabilities over the prior year;
however, at year’s end due to payments/recoveries and settlements, there was
a decrease in the total outstanding claims over the prior year;

e For claims development from 2001/2002 through 2010/2011, there were two
favorable years, and two years with unfavorable claims development; and

e There were no findings related to unfavorable internal controls.

Linda Abid-Cummings moved to accept and file the June 30, 2011, Independent
Financial Audit for CARMA, as presented. Second by Jake O’Malley. Motion
passed unanimously.

7. ADMINISTRATIVE MATTERS

A.

CARMA’s Re-Accreditation with Excellence by the California Association of Joint
Powers Authorities (CAJPA)

Mr. Rob Kramer reported that there are approximately 150 joint powers authorities
(JPASs) in California. Although approved by the State of California, these JPAs are
unique in that there is relatively little California regulatory oversight, and as such,
the pooling industry is self-regulated. The California Association of Joint Powers
Authorities (CAJPA) provides a large portion of the self-regulation process for the
JPAs through education and accreditation.

Mr. Kramer further reported that of these 150 JPAs, there are approximately 50 JPAs
that have received their CAJPA accreditation, and noted that CARMA has once
again received its CAJPA Re-Accreditation with Excellence.
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Mr. Kramer concluded by advising there were two recommendations in CAJPA’s
Final Accreditation Report, which were acted on by the Board earlier in the meeting.
Further, CAJPA suggested that for policies approved by the CARMA Board of
Directors, the date of approval is indicated on the policy. This procedure has already
been implemented by staff.

Mr. Mike Fleming, CAJPA Representative, and with the CSAC-Excess Insurance
Authority, advised this is quite an accomplishment for CARMA since there are only
30 JPAs in California that have achieved the highest form of accreditation—the
Accreditation with Excellence.

Mr. Fleming provided an overview on the purpose of CAJPA, and the process
involved in the accreditation and re-accreditation for a JPA. Mr. Fleming noted that
by a JPA receiving its accreditation, it assures the JPA’s board that the pool is being
managed in a professional manner and is meeting industry standards and best
practices. Mr. Fleming presented to the Board of Directors the CAJPA Certificate of
Re-Accreditation with Excellence which will be for a period of three years—August
23, 2011, through August 23, 2014, and extended congratulations to the Board for
this accomplishment.

Mr. Kramer extended appreciation to Mr. John Wilson, the CAJPA consultant that
worked with CARMA on its accreditation process, Mr. Geoff Grote for his
involvement in the process, and Ms. Karen Thesing, Executive Director and Ramona
Buchanan, Analyst/Board Secretary and other staff for their part in working with Mr.
Wilson on the accreditation.

CARMA/GENEX Contract — Medicare Reporting Agent and Set-Aside Services

Mr. Rob Kramer provided an overview of the Medicare Set-Aside reporting
requirements and advised that with the onset of the Medicare reporting process to the
Center for Medicare and Medicaid Services (CMS), Bickmore Risk Services (BRS)
took the lead for its clients to ensure the process is correctly followed. Part of this
included BRS recommending to its clients the use of GENEX as a Reporting Agent
(RA). Thereafter, BRS entered into a master contract with GENEX, and CARMA
entered into a two-year contract with GENEX as its RA, which terminates on
December 31, 2011.

Mr. Kramer advised that BRS has been working with GENEX in an effort to
establish an appropriate arrangement going forward and has a meeting scheduled for
September 12, 2011. Since the next CARMA Board of Directors’ meeting occurs on
January 13, 2012, and after the CARMA/GENEX contract expires, staff is requesting
authorization/approval by the CARMA Board of Directors to work collaboratively
with the Executive Director and legal counsel on the fees, services and terms as
outlined in the staff report.

From a financial perspective, Mr. Kramer noted, staff believes it would be positive to

Page 5 of 11



move forward with GENEX and to make the appropriate financial arrangements for
the services to be provided, rather than to begin the process all over with a new firm.

Discussion ensued on the original agreed-upon setup and Medicare Set-Aside fees
for the services provided by GENEX, with Mr. Kramer advising that BRS is working
with GENEX to clarify the fees that will be applied for these services. The issue is
how to appropriately compensate GENEX for its services. A question was posed on
how many of the BRS clients are using GENEX for the reporting
services. Ms. Adrienne Beatty, Bickmore Risk Services, advised that most of the
liability pools administered by BRS are using GENEX for their reporting.

Further discussion ensued on the fees incurred to date for the services that GENEX
has performed and the impact on these fees due to the postponement of the Medicare
Set-Aside reporting dates that were imposed by the CMS. Mr. Kramer clarified that
the second half of the $12,000 fee for CARMA in the amount of $6,000 was to be
billed in July 2012, and due to the financial hardship to GENEX, BRS is
recommending the second half be paid in January 2012, in conjunction with the
approval of the new contract’s terms.

President Grote recapped the understanding that there is a remaining balance of
$6,000 of the $12,000 first-year fee that needs to be paid, and for the second year of
the contract a fee of $12,000 will once again be applied. This $12,000 is subject to
the final negotiated amount of fees under the potential new contract. Further, the
request is to move the payment of the $6,000 that is due to GENEX to a later date,
pending finalization of the new contract’s terms. Mr. Kramer confirmed this
understanding.

John Stroh moved to approve to pay the second-half of the $12,000 first-year’s
contract fee in the amount of $6,000 at a later date, and to authorize staff to
negotiate the terms, fees, and renewal of the CARMA contract with GENEX
and to work with the President and Board counsel in this regard. Second by
Linda Abid-Cummings. Motion passed unanimously.

Vector Control Joint Powers Agency (VCJPA) Request to Opt-Out of the CARMA
Excess Layer

Mr. Kramer reported that the Vector Control Joint Powers Agency (VCJPA) recently
evaluated its requirements for liability excess coverage and based upon this analysis,
has submitted a formal request to opt out of the excess coverage layer, which is
currently $15 million excess the first $14 million of coverage, effective July 1, 2012
and going forward.

Mr. Kramer advised that the CARMA governing documents do not prohibit a
member opting out of this layer. Further, due to the small payroll for VCJIPA, Alliant
Insurance Services has advised this would have little or no impact on the marketing
or pricing of the program.
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Mr. John Stroh, VCJPA, reported that the study examined VCJPA’s scope and level
of coverage to determine if the coverage is appropriate for the VCIPA membership
and the pool as a whole. Mr. Brian Kelley, VCJPA Program Administrator, further
reported that this request does not arise out of dissatisfaction with CARMA, but
rather was a due diligence process of the VCJPA Board of Directors to evaluate its
coverage program.

Discussion ensued on the estimated savings in premium, with Ms. Susan Adams,
Alliant Insurance Services, confirming that the payroll for the VCJPA is small in
comparison to the other CARMA members, and by the VCJIPA not participating in
this layer, she does not anticipate an impact to the other CARMA member premiums.

Mr. Stroh advised that the types and level of coverage were the primary focus of the
evaluation and echoed Mr. Kelley’s comment that this should not be perceived as
dissatisfaction with CARMA, its Board, Administrators, or the pool’s layers of
coverage, but rather just the VCJPA Board’s due diligence of examining what is
appropriate for their pool as a whole. Although the cost savings is not that large, the
savings could be applied to other levels and types of coverage for the VCIPA, as
needed.

Jake O’Malley moved that the CARMA Board of Directors grant permission to
the Vector Control Joint Powers Agency (VCJPA) to opt-out of the CARMA
$15 million excess $14 million Excess Layer, effective July 1, 2012, forward.
Second by John Stroh. Motion passed unanimously.

Review of the CARMA Goals and Obijectives for 2011

Mr. Kramer reported that included in the agenda is an update on the CARMA
2011/2012 Strategic Goals & Actions that were established at the 2011 Annual
Workshop, namely: (1) Marketing of Excess/Reinsurance — More Aggressive
Marketing and Quota Sharing Above the $3 Million Pooling Level; (2) Marketing —
Continued Outreach to Members, with an Emphasis on Claims Reporting and
Litigation Management; (3) Experience Modification Factors — The Application of
the Ex-Mod to the Reinsurance Layer above the $3 Million excess the $1 Million
Pool Layer; and (4) Retrospective Adjustment Policy — Evaluate Method of
Calculation and Member Allocation — Clarify Definition of “Member Equity.”

Mr. Kramer provided an overview of the progress of each goal, noting that goals #1
and #4 have been accomplished, and the actions of goals #2 and #3 are continuing.

Discussion Regarding the 19" Annual Board of Directors’ Annual Workshop to be
held on January 12-13, 2012, at Bodega Bay Lodge & Resort

Mr. Kramer reported that the 19" Annual Board of Directors” Annual Workshop is to
be held on January 12-13, 2012, at the Bodega Bay Lodge & Resort, in Bodega Bay,
California. Normally, each year, and prior to the workshop, staff provides a draft
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workshop agenda for the Board’s consideration and feedback on the focus of the
workshop, as well as to provide an opportunity for the Board to consider the long-
term goals and objectives for the next program year.

Mr. Kramer directed the Board’s attention to and discussed the draft workshop
agenda contained in the agenda packet. Mr. Kramer referred to Item C. — Legal
Trends and Case Law Update and advised this item was placed on the agenda for the
Board to provide feedback on cases and topics to be included under this item so that
staff will have ample opportunity to research the cases as requested by the Board.

Discussion ensued on potential topics and it was noted that CARMA now has a good
case example with the claim under Closed Session. After discussion, it was the
consensus of the Board that under Item C. — Legal Trends and Case Law Update, the
following be added:

1. The Rapid Evolving Landscape of Cyber Risk — What is the responsibility of
underlying members to help reduce risk?

2. Claims/MOC Overview on issues identified by Michael Groff
and Craig Farmer, e.g., civil rights’ violations and intentional acts (case
study), are they covered and how is that articulated to the primary pools.
Identify the major components, e.g., earth movement and discuss the
conflicting areas.

3. The articulation and education of other evolving legal trends that are
financially impacting the primary pools and how to articulate this
information.

For any other suggestions under this category, President Grote requested the
members contact Rob Kramer at BRS at (800) 541-4591, extension 1117.

8. COVERAGE MATTERS

A.

Review of Cyber Liability Issues and the Inclusion or Exclusion Under the CARMA
Memorandum of Coverage (MOC)

Mr. Craig Farmer, Legal Counsel, reported that this item was addressed at
the June 22, 2011, Board of Directors’ meeting, and at that time, it appeared there
was no real consensus reached as to whether the CARMA Memorandum of Coverage
(MOC) should include or exclude cyber liability coverage. Mr. Farmer noted that
the MOC, as written, does not appear to exclude cyber liability.

As a recap, Mr. Farmer advised that cyber liability is a generic term for different
types of issues that revolve around data information, and handling the confidentiality
of personal and private records that typically are in a data format. Mr. Farmer noted
the Board’s direction was for staff and legal counsel to review what types of actual
exposures exist in the cyber world that would relate to the members of CARMA.
Mr. Farmer mentioned that the exposure exists for any individual working with
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computers and private/personal data, where the clientele or the members of the
public have information of that nature; however, and most likely, the damage
exposures in that situation revolves around the theft of financial records, or the
ability to obtain this information that allows access to the dollars of an account.

Mr. Farmer noted that Case Law of the 9™ Circuit Court advises a party has the
standing to pursue an action for this type of a privacy breach just by the virtue of the
privacy breach itself and does not have to show an actual monetary loss. The
possibility exists that anyone in the CARMA group of members can be sued for
breaches, if they occur. Mr. Farmer advised the largest expense to this will be for
legal expenses. One more exposure is the notification of the parties to which this
exposure has occurred outside of the data system.

Mr. Farmer discussed three options that are being provided for the Board’s
consideration:

1. Leave the Memorandum of Coverage (MOC) as it is; or

2. Exclude cyber liability coverage from the MOC; or

3. Exclude the coverage under the MOC and then issue an endorsement to the MOC
for those members requesting coverage, presumably for an additional premium or
contribution for the coverage.

Mr. Michael Groff, Litigation Manager, advised that this is an emerging risk that
commercial insurers are trying to determine as to whether or not to provide coverage,
and this is also an emerging risk for which CARMA should be prepared. Mr. Groff
noted that for CARMA, some of the underlying pools have specifically excluded the
coverage under their MOCs, and some participate in the Alliant Public Entity
Property Insurance Program (PEPIP) that has some limited first- and third-party
coverage.

Mr. Groff advised that from an actuarial perspective, there is no experience to use to
determine a premium for this coverage. Further, no claims have been filed for this
exposure; however, it is just a matter of time.

Mr. Groff concluded by advising staff is seeking direction from the Board if it wishes
to include or exclude cyber liability under the CARMA MOC.

Mr. Jake O’Malley suggested a fourth option, whereby a sub-limit, e.g., $1 million
per member and an aggregate of $2 million, could be considered. Mr. John Stroh
suggested a hybrid of Option #3, and the sub-limits as suggested by Mr. O’Malley.

A question was posed that if CARMA were to provide coverage, what type of onus
would be placed on the underlying member to reduce this type of risk, e.g., best
practices, risk analysis, apply it on a case-by-case basis, or across the board, etc.?
Discussion ensued on the development of a risk assessment or formal red flag policy
outlining specific procedures or programs for compliance purposes.
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After further discussion, it was determined that an ad hoc committee be formed with
the purpose to collect information from the underlying member agencies, determine
the best coverage option should coverage be provided, determine the potential of
defining and developing criteria as a precondition of coverage, and make a
recommendation to the CARMA Board of Directors at the January 12, 2012,
workshop.

Based on their availability, the members of the ad hoc committee include: Mr. Rob
Kramer (BRS), Mr. Jake O’Malley (MPA), City Attorney (selected by Mr.
O’Malley), Mr. Michael Groff (BRS), Mr. Rick Buys (MPA), Ms. Charlotte
Hemker-Smith (Legal Counsel — BCJPIA), and Mr. Robert Galvan (MBASIA).
President Groff requested that Mr. Kramer organize this committee.

City of Novato (BCJPIA) — Purchase of Commercial Insurance by a Member of a
CARMA Member to Cover BCJPIA’s Retained Limit

Mr. Rob Kramer reported that the City of Novato, a member of the BCJPIA, took
ownership of a mobile home country club, which subsequently suffered a
loss. Mr. Kramer advised that the underlying member will be purchasing commercial
insurance to satisfy the BCJPIA self-insured retention not the CARMA self-insured
retention, and as such this is a BCJPIA issue rather than a CARMA-related issue.

Ms. Adrienne Beatty reported that it is uncertain how much coverage is being
provided; however the bond requires $8 million in coverage for this specific
property; $1 million is being provided and the city is in the process of obtaining the
additional $7 million. Ms. Beatty will be following up with the City on the status of
this.

Discussion ensued on the layers of coverage and who would be the
primary. Ms. Beatty advised that for the City of Novato, and should a $10 million
loss occur, the commercial policy pays $8 million, BCJPIA pays $1 million, and it
would pierce the CARMA layer for $1 million of coverage. Ms. Beatty further
advised that on the current policy, the mobile home country club is the named
insured; however, the City of Novato has been advised to be added as an additional
covered party. Ms. Beatty advised she will follow-up with the City to ensure this
occurs.

9. CLAIMS MATTERS

A

Closed Session Pursuant to Government Code Section 54956.95(a) to Discuss
Claims

Pursuant to Government Code Section 54956.95(a), the Board recessed to closed
session at 10:59 a.m. to discuss any claims for the payment of tort liability losses,
public liability losses, or workers’ compensation liability incurred by the joint

Page 10 of 11

13



10.

11.

powers authority.

B. Report from Closed Session

The Board reconvened to open session at 11:15 a.m. and President Grote reported
that in the matter of Williams, et al. v. City of Antioch (MPA), the Board of Directors
discussed the case and gave directions to legal counsel.

CLOSING COMMENTS

A. Board

1. Linda Abid-Cummings announced her retirement in December 2011. President
Grote expressed appreciation to Ms. Abid-Cummings for her service and
contribution to CARMA and the Board of Directors.

B. Staff
1. Rob Kramer announced that the service provider survey will be sent out to
members in December and will be reviewed at the January meeting. Further, the

CARMA/ Alliant Renewal Application will be sent in November and will be due
at the end of December.

ADJOURNMENT

The September 9, 2011, Board of Directors’ meeting adjourned at 11:19 a.m. by general
consensus of the Board.

Ramona Buchanan

Ramona Buchanan, Board Secretary

Page 11 of 11
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System 12/21/2011 8:13:25 AM
User Date: 12/21/2011

California Affiliated Risk Man Page: 1
VENDOR CHECK REG STER REPORT User ID: bhughey
Payabl es Management

Ranges: From To: From To:

Check Number First Last Check Date 8/ 16/ 2011 12/ 31/ 2011

Vendor |ID First Last Checkbook ID CBT GENERAL CBT GENERAL

Vendor Nane  First Last
Sorted By: Check Nunber
* Voi ded Checks
Check Nunber Vendor 1D Vendor Check Name Check Date Checkbook ID Audit Trail Code Amount
1782 MJ100 Mirphy, Canpbell, Guthrie and 8/30/2011 CBT GENERAL PMCHK00000095 $4,960. 08
1783 Bl 100 Bi ckmore Risk Services 10/6/ 2011 CBT GENERAL PMCHK00000096 $24,090. 00
1784 CA100 Ca Bank & Trust 10/6/2011 CBT GENERAL PMCHK00000096 $857. 64
1785 FA115 Farmer Smith and Lane, LLP 10/6/ 2011 CBT GENERAL PMCHK00000096 $1,085.00
1786 HE100 M chael Patrick Heenan 10/ 6/2011 CBT GENERAL PMCHK00000096 $30, 000. 00
1787 HO100 Howard Rome Martin and Ridley 10/6/2011 CBT GENERAL PMCHK00000096 $57,936. 20
1788 JAL105 JAVB, Inc. 10/6/2011 CBT GENERAL PMCHK00000096 $2,025.00
1789 MC100 MNamara, Ney, Beatty, Slatter 10/6/2011 CBT GENERAL PMCHK00000096 $97,212. 48
1790 SA100 Sampson, Sanpson and Partners, 10/6/2011 CBT GENERAL PMCHK00000096 $6, 500. 00
1791 Bl 100 Bi ckmore Risk Services 11/7/2011 CBT GENERAL PMCHK00000097 $49,895. 17
1792 C0105 Copymat \alnut Creek, Inc. 11/7/2011 CBT GENERAL PMCHK00000097 $427. 44
1793 FA115 Farmer Smith and Lane, LLP 11/7/2011 CBT GENERAL PMCHK00000097 $2,397.50
1794 MC100 McNamara, Ney, Beatty, Slatter 11/7/2011 CBT GENERAL PMCHK00000097 $55, 268. 35
1795 SA100 Sampson, Sampson and Partners, 11/7/2011 CBT GENERAL PMCHK00000097 $1,900. 00
1796 HA120 Law Offices of Haddad and Sher 11/16/2011 CBT GENERAL PMCHK00000098 $1, 500, 000. 00
1797 LA105 Law Ofices of Alan M Mayer, 11/16/2011 CBT GENERAL PMCHK00000098 $4, 392, 785. 64
1798 LA105 Law Offices of Alan M Mayer, 11/16/2011 CBT GENERAL PMCHK00000098 $747,458. 14
1799 AT105 At ki nson- Baker, Inc. 12/5/2011 CBT GENERAL PMCHK00000099 $277. 29
1800 Bl 100 Bi ckmore Risk Services 12/5/2011 CBT GENERAL PMCHK00000099 $27,740. 14
1801 BU100 Dougl as Burns and Haddad and S 12/5/2011 CBT GENERAL PMCHK00000099 $917,784.00
1802 CA130 Canmeron Consul ting 12/5/2011 CBT GENERAL PMCHK00000099 $12,211.50
1803 EX100 Exponent, Inc. 12/5/2011 CBT GENERAL PMCHK00000099 $16, 829.50
1804 FA100 Farley Consulting Services 12/5/2011 CBT GENERAL PMCHK00000099 $4,725.00
1805 FA115 Farmer Smith and Lane, LLP 12/5/2011 CBT GENERAL PMCHK00000099 $1,505. 00
1806 GE105 GENEX Services, Inc. 12/5/2011 CBT GENERAL PMCHK00000099 $6,129. 44
1807 HE100 M chael Patrick Heenan 12/5/2011 CBT GENERAL PMCHK00000099 $5,000. 00
1808 JAL105 JAVB, Inc. 12/5/2011 CBT GENERAL PMCHK00000099 $600. 00
1809 MC100 MNamara, Ney, Beatty, Slatter 12/5/2011 CBT GENERAL PMCHK00000099 $50, 162. 86
1810 MP100 Muni ci pal Pooling Authority  12/5/2011 CBT GENERAL PMCHK00000099 $213,027.51
1811 MJ100 Mirphy, Canmpbell, CGuthrie and 12/5/2011 CBT GENERAL PMCHK00000099 $682. 50
1812 OR100 Orick, Herrington and Sutclif 12/5/2011 CBT GENERAL PMCHK00000099 $315. 00
1813 PA100 PARVA 12/5/2011 CBT GENERAL PMCHK00000099 $100. 00
Total Checks: 32 Total Amount of Checks: $8, 231, 888. 38
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System: 12/22/2011 10:09:38 AM
User Date: 12/22/2011

Ranges: From:
Check Number First
Vendor 1D First
Vendor Name First

Sorted By: Check Number
* Voided Checks

Check Number Vendor 1D
001264 HA115
001265 CA100
Total Checks: 2

California Affiliated Risk Man Page: 1
VENDOR CHECK REGISTER REPORT User ID: bhughey
Payables Management
To: From: To:
Last Check Date 8/16/2011 12/31/2011
Last Checkbook ID CBT PETTY CBT PETTY
Last
Vendor Check Name Check Date Checkbook 1D Audit Trail Code Amount
Hannibal*s Catering and Events 11/29/2011 CBT PETTY PMTRX00000141 $332.36
Ca Bank & Trust 11/30/2011 CBT PETTY PMTRX00000141 $30.00
Total Amount of Checks: $362.36
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California Affiliated Risk Management Authorities

Treasurer's Report
As of September 30, 2011

Book Value | Market Value | % of Total | Effective Yield
California Bank & Trust — Petty Cash $ 1,829 1 $ 1,829 0.01% 0.00%
California Bank & Trust ~ General Operating 867 867 0.00% 0.00%
State of California Local Agency Investment Fund 8,071,731 8,086,644 25.21% 0.38%
CAMP - Money Market 59,198 59,198 0.18% 0.12%
CAMP - Investments managed by PFM 23,805,504 23,924,587 74.59% 1.06%
Total Cash and Investments §$ 31,939,129 | 8. 32,073,125 100.00% 0.89%

Attached are the Public Financial Management, Inc. (PFM) and Local Agency Investment Fund (LAIF) statements
detailing all investment transactions. Market prices are derived from closing bid prices as of the last business day of the

month from either Bloomberg or Telerate.

I certify that this report reflects all cash and investments and is in conformance with the Agency's Investment Policy. The
investment program herein shown provides sufficient cash flow liquidity to meet the Agency's expenditures for the next six

months.

Respectfully submitted,

Nancy Bl‘oai}lﬁrst
Assistant Tri {\aSU' r

S

Accepted,

Jake O'Malley
Treasurer
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CARMA
LAIF Fair Market Valuation

9/30/11
LAIF Statement Balance 8,071,731.13
FAIR VALUE FACTOR:
Performance Rate as of 9/30/11 1.001847592
Market Value $8,086,644.40
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LAIF Regular Monthly Statement Page 1 of 1

Local Agency Investment Fund

P.O. Box 942809 www.treasurer.ca.gov/pmia
Sacramento, CA 94209-0001 -laif
(916) 653-3001 October 19, 2011

CALIFORNIA AFFILIATED RISK MANAGEMENT

AUTHORITIES

FINANCE MANAGER

1750 CREEKSIDE OAKS DRIVE

SUITE 200 PMIA Average Monthly Yields

SACRAMENTO, CA 95833
Account Number: 35-34-009

Transactions

Tran Type Definitions September 2011 Statement

Account Summary

Total Deposit: 0.00 Beginning Balance: 8,071,731.13
Total Withdrawal: 0.00 Ending Balance: 8,071,731.13

https://laifms.treasurer.ca.gov/RegularStatement.aspx 10/19/201131



Untitled Page Page 1 of 1

JOHN CHIANG

California State Controller

LOCAL AGENCY INVESTMENT FUND
REMITTANCE ADVICE

Agency Name CA AFFILIATED RISK MGMT AUTH

Account Number 35-34-009

As of 10/14/2011, your Local Agency Investment Fund account has been
directly credited with the interest earned on your deposits for the quarter

ending 09/30/2011.

Earnings Ratio .00001042339247730

Interest Rate 0.38%

Dollar Day Total $ 621,723,979.14
uarter End Principal

galance P $ 8,071,731.13

Quarterly Interest Earned $ 6,480.47

http://laif.sco.ca.gov/Result.aspx 11/30/701132



State of California
Pooled Money Investment Account
Market Valuation

United States Treasury:

Bills $ 22,800,252,375.07 1§ 22,827,667,444.55| $ 22,842,245,500.00 NA

Notes $ 11,849,418,843.39 1 § 11,848,596,177.11 | $ 11,919,996,500.00 | $ 23,544,525.00
Federal Agency:

SBA S 531,261,033.00 | $ 531,261,033.00 | S 530,762,331.311 $ 565,112.89

MBS-REMICs $ 430,068,338.801 $ 430,068,338.80 | $ 467,663,708.91 | $ 2,040,680.67

Debentures $ 1,376,078,433.27 | $ 1.376,071,322.151 % 1,376,591,250.00 | $ 3,536,315.25

Debentures FR $ - |3 - 13 - 18 -

Discount Notes $ 4,341,750,166.58 1 $ 4,344,729,583.36 | $ 4,348,491,500.00 NA

GNMA $ 35,793.201 % 35,793.20 1% 36,569.96 | $ 352.44
IBRD Deb FR $ 300,000,000.00 | $ 300,000,000.00 % 300,402,000.00 | $ 270,866.67
CDs and YCDs FR $ 600,000,000.00 1 $ 600,000,000.00] $ 600,000,000.00 | $ 285,269.11
Bank Notes $ - 18 - 1% - $ -
CDs and YCDs $ 8,360,015,094.92 | $ 6,360,015,094.92 | § 6,354,916,983.41 1 $ 1,849,916.67
Commercial Paper $ 4,097,472,486.09 | $ 4,099,395437.44 1 $ 4,099,089,138.89 NA
Corporate: :

Bonds FR $ - $ - 3 - $ -

Bonds $ - 13 - 193 - $ -
Repurchase Agreements| $ - 18 - 1$ o -
Reverse Repurchase 3 = - $ - $ -
Time Deposits $ 4,089,140,000.00 | $ 4,089,140,000.00 1 % 4,089,140,000.00 NA
AB 55 & GF Loans $ 9,417,191,5633.16 | $ 9,417,191,633.16 | $ 9,417,191,533.16 NA
TOTAL $ 66,192,684,097.48 | §  66,224,171,757.601 $  66,346,527,015.64 | § 32,093,038.70
Fair Value Including Accrued interest $  66,378,620,054.34

Repurchase Agreements, Time Deposits, AB 55 & General Fund loans, and
Reverse Repurchase agreements are carried at portfolio book value (carrying cost).

The value of each participating doliar equals the fair value divided by the amortized cost(1.001847592).
As an example: if an agency has an account balance of $20,000,000.00, then the agency would report its

participation in the LAIF valued at $20,036,951.84 or $20,000,000.00 x 1.001847592.
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Bill Lockyer, State Treasurer
Inside the State Treasurer’s Office

Local Agency Investment Fund (LAIF)

2011 LAIF CONFERENCE REGISTRATION

PMIA Performance Report

LAIF Performance Report

Quarter ending 09/30/2011

Apportionment Rate:  0.38%

*Daily yield does not reflect capital gains or losses

Pooled Money Investment Account
Portfolio Composition
$66.2 Billion
09/30/11

Loans
14.23%

Corporate Bonds

0.00%
~Commercial Paper
6.19%

Time Deposits

6.18% Treasuries

52.35%

CDs/BNs
10.51%

Agencies

9.89% Mortgages

0.65%

9/30/2011 0.37 0.39 236 Earnings Ratio:  .00001042339247730
10/1/2011 0.37 0.37 235 Fair Value Factor:  1.001847592
10/2/2011 0.37 0.37 235 Daily:  0.37%

10/3/2011 0.38 0.38 242 Quarter To Date:  0.39%

10/4/2011 0.38 0.38 241 Average Life: 236

10/5/2011 0.38 0.38 242

10/6/2011 0.38 0.38 242

10/7/2011 0.38 0.38 241

10/8/2011 0.38 0.38 241 PMIA Average Monthly Effective Yields
10/9/2011 0.38 0.38 241

10/10/2011 0.38 0.38 238 SEP 2011 0.378%

10/11/2011 0.39 0.38 240 AUG 2011 0.408%

10/12/2011 0.39 0.38 241 JUL 2011  0.381%

10/13/2011 0.39 0.38 241
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LAIF Regular Monthly Statement

Local Agency Investment Fund
P.O. Box 942809

Sacramento, CA 94209-00061
(916) 653-3001

CALIFORNIA AFFILIATED RISK MANAGEMENT
AUTHORITIES

FINANCE MANAGER

1750 CREEKSIDE OAKS DRIVE

SUITE 200

SACRAMENTO, CA 95833

Transactions
Tran Type Definitions

Effective Transaction Tran Confirm

Date Date Type Number Authorized Caller
8/4/2011 8/3/2011 RD 1327954 NANCY BROADHURST
8/23/2011  8/22/2011 RW 1329586 NANCY BROADHURST

Account Summarv

Total Deposit: 5,400,000.00 Beginning Balance:

Total Withdrawal: -465,000.00 Ending Balance:

https://laifms.treasurer.ca.gov/RegularStatement.aspx

Page 1 of 1

www. treasurer.ca.gov/pmia

-laif

September—59—,

2011

PMIA Average Monthlv Yields

Account Number: 35-34-009

August 2011 Statement

Amount
5,400,000.00
-465,000.00

3,136,731.13
8,071,731.13

9/9/201135



LAIF Regular Monthly Statement

Local Agency Investment Fund
P.O. Box 942809
Sacramento, CA 94209-0001
(916) 653-3001
CALIFORNIA AFFILIATED RISK MANAGEMENT
AUTHORITIES
FINANCE MANAGER
1750 CREEKSIDE OAKS DRIVE
SUITE 200
SACRAMENTO, CA 95833

Transactions
Tran Type Definitions

Effective Transaction Tran Confirm

Page 1 of 1

www.treasurer.ca.gov/pmia
-laif
August 29, 2011

PMIA Averase Monthly Yields

Account Number: 35-34-009

July 2011 Statement

Date Date  Type Number Authorized Caller Amount
7/15/2011  7/14/2011 QRD 1325197 SYSTEM 5,734.63
712512011 7/22/2011 RW 1326807 NANCY BROADHURST -1,590,000.00
Account Summary
Total Deposit: 5,734.63  Beginning Balance: 4,720,996.50
Total Withdrawal: -1,590,000.00 Ending Balance: 3,136,731.13

https://laifms.treasurer.ca. gov/RegularStatement.aspx

8/29/201136



California Affiliated Risk Management Authorities
~ BALANCE SHEET ~

As of September 30, 2011
(Unaudited)

ASSETS

CURRENT ASSETS

Cash in Bank

Local Agency Investment Fund
Market Valuation - LAIF
Investments - Managed Portfolio
Market Valuation - Investment
Accounts Receivable

Interest Receivable

Prepaid Expenses

Prepaid Insurance

TOTAL CURRENT ASSETS

NONCURRENT ASSETS

Investments - Managed Portfolio (Net of Rate Stabilization Fund)

Market Valuation - Investment

TOTAL OTHER ASSETS

TOTAL ASSETS

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES

Accounts Payable

Deferred Revenue

Equity Payable to Withdrawing Member
Reserve for Claims

TOTAL CURRENT LIABILITIES

NONCURRENT LIABILITIES

Reserve for Claims
Reserve for IBNR

TOTAL NONCURRENT LIABILITIES
TOTAL LIABILITIES
NET ASSETS

Unrestricted Net Assets - Prior Years
Net Assets - Current Year

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

2,696
8,071,731
14,913
1,634,138

(1,849)
29,168
105,190
5,740
1,243,354

22,140,276
120,931

15,134
4,448,987
7,261
4,200,000

3,089,894
11,052,061

10,172,475
380,477

11,105,082

22,261,207

5 33366289

8,671,382

14,141,955

22,813,337

10,552,952
5 33366289
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California Affiliated Risk Management Authorities

~ INCOME STATEMENT ~

For the Quarter Ended September 30, 2011

(Unaudited)

*  Amount budgeted for claims expense is for the current program year only.
Actual Claims Paid expense includes payments for all program years.

% $
Actual Budget Used Variance

OPERATING REVENUES

Deposit Premium $ 1482996  $5,931,983 25% $ 4,448,987

Investment Income 96,033 0 (96,033)

Misc Income 0 0 0

TOTAL OPERATING REVENUES $ 1,579,028 5,931,983 27% 4,352,955
OPERATING EXPENSES
Direct Expenses

i i *

Claims Paid $ 0 BA23T 409470 18% 3,147,777

Incr/(Decr) in Reserves (160,654)

Subtotal Claims Expense 681,693 3,829,470 18% 3,147,777
Reinsurance 284,873 1,139,490 25% 854,618
Excess Insurance 129,321 517,283 25% 387,962

Subtotal All Direct Expenses 1,095,886 5,486,243 20% 4,390,357

General & Administrative Expenses
Program Management 72,120 288,480 25% 216,360
Membership Dues 350 1,600 22% 1,250
Financial Audit 8,400 8,400 100% 0
Claims Audit 0 18,900 0% 18,900
Actuarial Services 0 6,860 0% 6,860
Legal Services 6,158 60,000 10% 53,842
Marketing, Consultants and Website 150 5,000 3% 4,850
Board Meetings 1,028 1,500 69% 472
Annual Retreat 0 10,000 0% 10,000
Fidelity Bond 258 1,000 26% 742
Accreditation 1,400 1,500 93% 100
Investment Management Fees 6,526 26,000 25% 19,474
Genex Reporting Fees 6,129 6,500 94% 371
Bank Fees 144 0 (144)
Contingency 0 10,000 0% 10,000

Subtotal General & Admin Expenses 102,664 445,740 23% 343,076
Member Equity Distribution 0 0 0
TOTAL OPERATING EXPENSES 1,198,550 5,931,983 20% 4,733,433

CHANGE IN NET ASSETS $ 380,477 0

38



'SI8qIaW 0} punyal 3|qissod 1o} a|ge|reAr a9 PINOM JUNoWe Siy}
‘|oA3] 82UBPKUOD 90/ B} Je PapUNy SI [[eIBN0 Yd( dYi pue Jeak weiboid yoes 1oy ajqejrese spuny Aouabunuod Juaions are a1ay) papinoid (v,
"|aA3] 82UBPIU0D %08 BY} 0} dn puny 0} PapasU SBAISSaI [euonippe ay sluasaidal aul siyL (€
'sjue)Nsu0) [eenioy Aeg Ag palenofes se [9A3] 8dUaplu0d pajoadxa pajunodsip ay) Je paysiigelsa uaag sey YN (2,
‘sjue)NSuU0) [euenioy Aeg Ag paredaid Si0}oe) JUNODSIP By}
Burzinn parenofes se 998'G/G$ Aq 09/'G98°/$ JO 9aUBlRq UNJ SSO| BU) WO} PAJUNOISIP UdaQ Sey SWiefd 10j aAIasay (T,

T002/0002 - L66T/966T Sieak paso|d woly A)nba sapnjoul feap weibold G0/7002 «

‘SjusWalels [eloueUly 8y} uo Jeadde Ja6uo| Ou pue Paso|d MOU a1e T00Z/000Z - ¥66T/S66T Sieak weiboid 1ybis 111y S,VANYVYD :JLON

682'99¢'€E 80.'G¥i'S €8T'TIST'V 299'v8T'v GIG'EVS'E Tv.'888'% ¥8G'GTE'E 029'0vv'e €66'02. 970'286'C €98'68E'T 607'€0E sBujuie paureiay pue sanljigel [ejoL
€G6'255'0T €2T'v62 €T9'9VS'T G20'8T9'T €18'06E'T 0€€'0TE'E vv8'T¢L'T (ezz'orT'e) T6£'8/€ 6T2'V52'C G66'768 T28'€8C sbuluse3 paurelay [e10L

020'9rT'S (8SS'VTT) [(ZA%47] 066'99 25L°21T L10°.S2'C €18'0.8 (29€'918°¢) T6€'8LE 6TC'VSC'C S66'768 T28'€8e () spung Adusbunuod
€€6'901'L 189'80¥% 181'88S'T ¥€0'TSS'T 190'822'T €G2'€S0'T 2.6'0S8 G¥T1'9/9 0 0 0 0 (€))uswdo|daAaQ 3SI9APY 10} SNIBSDY

_ :sbujureq um:_ﬂmm_

1€€'€18'2C ¥8G'TST'S 0.5'709°' 1€9'99G'¢ 20.'2ST'e TTV'8.G'T 0v.'€6S'T €18'08G'S T09'Zve 161'12) 898'v61 88G'6T sailjiqeln [ejoL

862'056'0T 202’089 0.5'v09°'C 1€2'68¢€'C 20.'2ST'e TIV'8.G'T 056'8.G S8ty TO9'vST Tv8'6€C evl'eeT 88G'6T @ YNgI 10} dAI8S9Y
299'T6E'L 0 0 00V'LLT 0 0 06.'¥10'T T6€'29T'S 000'88T 956'L8Y SeT'19¢ 0 (M swreld 4o} 8AI8say
T192'L 192'L a|qeled Ainb3
0 Ainb3 jo uinlay
186'8Y1'y 186'8v¥'y 3NUBA3Y pallajeq
YET'ST YET'ST a|geAed SuN0Jay

TTOZ ‘0E uNnC 1e 900'06$ 40 SPUNL UONEZI|GeIS SYeY SPN|OUI 10U Op SI9SSY [E10L «

‘sanijiger|

682'99€'cE 80L'Svi'S €8T'IST'Y 299'v8T'Y STG'EVS'E Tv.'888'% ¥8G'STE'E 0co'ovi'e €66'02L 970'2¢86'C €98'68E'T 607'€0E S)9ssy [eloL
89T°'6¢ 89T'6¢ 9|qeAI209Y SIUN02JY
06T'SOT 06T'SOT 2|qeAIa09Y 1SaIa1U|
¥60'6¥72'T ¥60'6v2'T sasuadx3 predaid
966'CET 966'CET SJUBWISAAU| 7 4|V ]-Uuonen[eA 1axieN
Tv8'8v8'1E 092'826'c €8T'IST'Y 299'v8T'Y GTG'EVS'E Tv.'888'% ¥8G'STE'E 0zo'ovi'e €66'02L 970'286'C €98'68E'T 6077'€0E sjuswnsanul ® '4°1'v"1 ‘Used
leljol 2102/1102 TT02/0T0C 0T02/600C 6002/800¢ 800¢2/,00¢C 1,002/900¢ 900¢2/500C¢  x S00Z/¥00C  ¥002/€002 €002/200¢ 2002/1002 _ ”wummm<_
(paupneun)

TTOZ ‘0€ Jeqwildas Jo sy

~198YS aouejeg ~

sanuoyINy JusuaSeuey NS1Y PAACIPIV eruIoje)

39



‘SjusWaleIS [elourUly 8yl uo Jeadde Jsbuo| ou pue paso|d Mou aJe TO0Z/000Z - ¥66T/S66T Steak weiboid 1ybis 1s11y S,YINHYD :JLON

xsi°Aunb3 S4 TT 0 60\ZT0Z-TT0Z\S\IURUIA\YINHVO\T

‘SIajew abeIdaA0d pUe [9SUNOD [eI1aUdB 10) SBIIAISS SBPNIIU| xx

8.7'08€ €2T'v6¢ 198'CT T.6'CT €86'0T €GT'GT (eL2v) 8ev'eee v€2Z'T veL'L (z69'56T) ov6 [ (sso7)/ewoouj 18N]
8€T'96 8€T'96 0 0 0 0 0 0 0 0 0 0 sasuadx3 10a11pu| [e10L
0 0 Aouabunuod
T T S99 yueg
62T'9 62T'9 S99 Buioday xauso
00v'T 00¥'T S99 UONBP3IIDY
8G¢ 8G¢ puog Anepi4
0 0 1eallay [enuuy
820'T 820'T sBunasy preog
0ST 0ST alsgaW/SIuB)NsuoD/Bunaiep
85T'9 85T'9 x+S9IINIBS [efa
0 0 S9IIAIBS [elenOy
0 0 npny swien
00v'8 00v'8 Jpny [eloueul
0se 0se sanq diysiaquapy
0zt'zL 0zt'zL Juawabeuel [elauan
‘sesuadx3 10a.1pu]
988'G60'T G6E'V60'T (0) (0) 0 0 28871 (L56'7T2) 0 995'T 000'002 0 sasuadxg 302.1Q [ej0L
€6T VIV €6T VIV SS80X3 / 9ouRINSUIBY
0 uonnquisig Anb3auswssassy/pusping
0 Jaquia\ an@ gels ayey ul (1oaq)/oul
(¥59'09T) 202'089 (0) (0) 0 0 (r59'66T) (¥69'508) 0 (805'E) 000°002 0 sanesay ul (1109Q)/oul
LvE'er8 0 0 0 0 0 9e5'v1C 1€1'06S 0 ¥,0°L€ 0 0 pred swie;g
_ :sasuadx3y How:o_
1S3181UI SpUN- UoNeZI|IgelS a1y pue Saa4 Juswabeue|y JUBWISAAU| JO 18N «
20S'2.S'T 1S9'V8Y'T 198'CT 0.6'CT €86'0T €GT'ST 609'0T 08’8 Gee'e 00€'6 80E'Y ov6 9NU3ARY [el0L
0 0 awoau| 9SIA
10568 299'T 198'cT 0.6'CT €86'0T €GT'ST 609'0T 08’8 Gee'e 00€'6 80E'Y ové awodu| 1salalu|
966'287'T 966'28Y'T swniwald usodag
[elol ¢10¢2/110¢ T1T02/0T0C 0T0¢/600¢ 600¢/800¢ 800¢/L00¢ £,00¢/900¢ 900¢/500¢ §00¢/¥00¢  ¥002/€002 £00¢2/200¢ 200¢/100¢2 _ :9NUBASY _
(paupneun)

TTOZ ‘'0€ Jaquisidas papu3 Jauend ays Jo4

~ Juswalels saWwodu| ~

sanuIoyINY juswaSeury SN PAIRI[IIFV PIUIOJI[ED

40



(89£'918'¢) x (S¥1'919) (L15'887'€) « (962'87) (zzz'ovT'e) el

(zzg'syT) (z8.'s2) (z8s'TeT) (zv8'T) (ov.'6TT) YdCOA

(£50'799) (BTT'LTT) (r0€'2ss) (99¢'8) (8e6'cr9) oVSyHvd

(¥09'G66) (16€'9.T) (cT8'1E8) (665°2T) (eT2'618) Vd

(rLv'spT) (r22'52) (zvs'TeT) (Tv8'1) (T02'6TT) VISVAN

(£99'126) (162'€9T) (6£0'0L2) (¥99'TT) (gLe'857) VINHACSD

(ev0'Lv6) (282'2971) (ovz't6L) (586'TT) (ssz'6L2) vidrod 9002/5002
16E'8.E 0 T6E'8LE 0 16E'8.E [elo1

8TE'T 8TE'T 81T +VINY3d

¥60'TTT 0 ¥60'TTT 0 ¥60'TTT VdrOA

TE8'0V6 0 TES'OV6 0 TE8'0V6 oVvSHvd

(TTY'sTL) 0 (TTP'sTL) 0 (TTY'sTL) VdIN

(690'2¥T) 0 (690°L¥T) 0 (690'2¥T) VISVan

(8ss'8eL) 0 (8s5'8€2) 0 (8ss'8e2) VINIACSD

/8T'926 0 /8T'926 0 /8T'926 vIdrog ¥G002/¥00Z
612'7S2'C 0 612'752'C 0 612'7S2'C [elo1

T12'8. 0 TT2'8L 0 112'8L VdCOA

226'78¢ 0 226'v78¢ 0 226'v8¢ oVSHvd

008'€€s 0 008'€€S 0 008'€eS VdiN

YS9 0 ¥Sr'19 0 Y529 VISVan

¥2T'€8S 0 ¥2T'€85 0 ¥21'€85 VINYIACLSD

60.'909 0 60.'909 0 60.'909 vIdrog ¥002/£002
566'768 0 566768 0 566'768 [elo1

0 0 0 0 0 VYINY3d

€9T'ce 0 €9T'ee 0 €9T'ee VdrOA

8TZ'€9T 0 8TZ'€9T 0 8TZ'€9T oVSyvd

602792 0 602'792 0 602792 VdIN

€2.'202 0 €2.'202 0 €2.'202 VINYIACLSD

289'T€2 0 289'T€2 0 289'T€C vIdrog :£002/2002
128'€82 0 128'€82 0 128'€82 [elo1

0 0 0 0 0 VINY3d

SYS'TT 0 SYS'TT 0 SYS'TT VdrOA

96595 0 96595 0 96595 oVvSHvd

020'v9 0 020'%9 0 020'v9 VdIN

L06'T9 0 L06'T9 0 L06'T9 VINYIACLSD

G5/'68 0 55/'68 0 G5/'68 vIdrog :2002/T002

aoueeg [EIER aoueeg ETER aoueeg JELTIEN Jea A
pun4 "JU0D %08 pun4 "JU0D %0/ pun4 weiboid
L JU0D %08, Te NG| L IU0D %0L., Te ¥Ng| .pa1oadx3,
[euonippy [euonippy

TTO0Z ‘0€ Jaqualdas jo sy
~ Aunb3 |00d 10 uoe20||V JIaqUIBIN ~

sapuoyNy juswaSeueAl s PAIRI[IIFV BIUIOJIED

41



(S/T'2Zv) (/8/'885'T) 809'€.6 (500°€.9) €T9'9¥S'T el

0 0 0 0 0 oVvSyvd

(zss'T) (99%'89) 878'Ge (980'12) ¥16'95 VdCOA

(Gve'TT) (L8g'L2V) £06'T92 (OvT'¥ST) Zv0'9Ty Vd

(€02'T) (89T'19) 22¢'62 (evtT'ed) G929 VISVYaN

(€82°TT) (z88'ert) 010'2.2 (880'09T) 660'CEY VINYIACLSD

(162'ST) (788'v69) SYS'v9€ (8vS'v12) €60'6.S vidrod TT02/0T0Z
066'99 (7€0'78S'T) T#9'210'T (78€£'G.9) G20'8T9'T el

0 0 0 0 0 oVvSyvd

6v€'C (22£'v9) foele el (z/1'02) G2/'9S VdCOA

L0T'9T (Lz6'2L8) 069'052 (rre'seT) ¥£0'68€ VdIN

G68'C (r20'29) GS0'Sy (r98'v2) 67669 VISVAN

€50'22 (009'019) LET'EVE (9T#'68T) ¥59'2€S VINYIACLSD

985'€e (90T'9t9) S0T'29€ (885'202) €69'695 vidrod 0T02/6002
€51'2TT (190'822'T) 0,2'9v6 (EvS'viry) €T8'06E'T el

262 (159'8Y) T20'9€ (zz6'9T) €¥6'CS VdCOA

¥726'22 (ev8'652) 18€'26T (08€'06) 19/1'282 oVSHvd

088'92 (989'70€) 885'Gee (826's0T) 99G'TEE VdIN

€8.'c (828'zv) LVL'TE (r16'vT) T99'9F VISVAN

€9t'0€ (962'stE) §59'G5¢ (eoT'02T) 85/'GLE VINYIACLSD

rANA 24 (202'922) 2.8'v02 (9vz'96) 8TT'TOE vidrod 6002/8002
110'252'2 (e52'€50'T) 09.'2T0'E (0/5'262) 0£€'0TE'E el

¥99'26 (Tvz'ey) ¥68'€2T (tT0'2T) G06'GET VdCOA

T2l'0zy (2ze'96T) €T5'295 (5e5'v9) 670'2T9 oVSHvd

€10'7ES (zzz'sva) 190'VTL (8zz'69) G62'€8. VdiN

€2l'v. (698'v€) 106'66 (989'6) 26S'60T VISVAN

201'S19 (e21'T0€) 916298 (659'¢8) G/G'Ov6 VINHACSD

v61'681 (0ozv'8z2) Y9¥'¥59 (0st'€9) Y16'LTL vidrod 8002/.002
1.8'0/8 (2/6'058) ¥¥5'G95'T (00€'9ST) Y¥8'T2L'T el

Zv8'LE (826'9¢) 82089 (z62'9) 0z8'v. VdCOA

89G'8Y'T (e21's1T) 110'292 (¥99'92) Tv.'€62 oVSHvd

S¥0'T0Z (TS¥'96T) YTV T9E (€80'9¢) 96v'L6€ VdIN

626'0€ (zzz'oe) 009'SS (155') TST'T9 VISVAN

G68'TSC (6€T'9¥2) GZ8'eSy (60Z'sy) ¥£0'86% VINYIACLSD

T65'002 (600'96T) 009'09€ (t00'9€) T09'96€ vidrod 1002/9002

aoueeg [EIER aoueeg ETER aoueeg JELTIEN Jea A
pun4 "JU0D %08 pun4 "JU0D %0/ pun4 weiboid
L JU0D %08, Te NG| L IU0D %0L., Te ¥Ng| .pa1oadx3,
[euonippy [euonippy

TTO0Z ‘0€ Jaqualdas jo sy
~ Aunb3 |00d 10 uoe20||V JIaqUIBIN ~

sapuoyNy juswaSeueAl s PAIRI[IIFV BIUIOJIED

42



‘SjuawWalels [eloueul) ayl uo Jeadde 1abuoj ou pue ‘paso|d mou ale sieaA welbolid 1ybie asayl

S0/700z reak weiboud owi pasopo Aunba T0/0002 ybnoiy) 26/9661

'96/G66T PUB 'S6/V66T ‘¥6/S66T Sieak weiboid 10} QYSHVd Pue YdCOA ‘VIdCOd 01 pauinidl spuspinig

TT02/T/L
900¢/0€/6

:S2INS0O|D Jes A weibolid

0Z0'9vT'e (ee6'90t°2) 667'7TE'S (9st'8€2'2) €56'2G5'0T Aunb3 rejol
8TE'T 0 8TE'T 0 8TE'T VYINY3d

L9V'6TC (+96'€82) 129'8T¥ (€08'v8) 0Et'€05 VdCOA

€2L'9/9'T (e9v'8T2) 0¥2'sT0'C (9v6'6.T) G8T'S6T'C JVSdvd

(62¥'€TT) (e8e'8€8'T) ZLT'89T'T (z82'959) ¥56'v2L'T Vd

(281'6TT) (162'182) 98%'9/ (z1T'98) €09'29T VISYAN

€916 (5¥2'21T°2) ¥60'795'T (r11'619) 802'€T1Z'C YINYIACSD

G99'G85'T (885'991'2) 1§5'0.0' (€69'189) TG2'2SL'E vidrogd ‘relol
(9SS'vTT) (189'801) 99/'S¥T (£5E'81T) £2T'v62 el

0 0 0 0 0 oVSyvd

(Z19'%) (69%'9T) v18'S (626'S) €G8'TT VdCOA

(voz'te) (8TE'TTT) ¥0.'6€ (otv'op) ¥TT'08 VdiN

(szL'v) (958'91) 2109 (6TT'9) TET'CT VISYaN

(s60°'0€) (r9e'20T) ¥62'8€ (r26'8€) 89Z'L. VINYIACLSD

(9t6'et) (529'9ST) 288'SS (528'99) 1G1'2TT vidrod 2102/T102

adueleg |9A97] adueleg |9A97] [2duejeg laquia|N Jes A
pun4 "JU0D %08 pun4 "JU0D %0/ pun4 weiboid
L JU0D %08, Te NG| L IU0D %0L., Te ¥Ng| .pa1oadx3,
[euonippy [euonippy

TTO0Z ‘0€ Jaqualdas jo sy
~ Aunb3 |00d 10 uoe20||V JIaqUIBIN ~

sapuoyNy juswaSeueAl s PAIRI[IIFV BIUIOJIED

43



xsi°Aunb3 S4 TT 0 60\ZT0Z-TT0Z\S\IURUIA\YINHVO\T

GST'0T9 (90T'019) (LL¥'vS2) TZEVET'T L1V7'0ve sfejoL

§91'8¢ (r1.'T2) (629'8T) 85589 VdCoA

T10'102 (8L€'9z€) (PTT'LET) LGE'TLS orT'e6 ovSyvd

6.6'08€ (¥70'292) (89'86) 90v' 65 TL2' VT vidrog
86/.66T

S[ejoL __ __ 16/966T _ _ G6/766T __ ¥6/€66T _ _ JaquiaiN

“Jeak welbold Aq Jaquiaw Ag SUORNGLIUOD BY} Bumoys pub e simojeg "swniwaid Uoneziiges ajel se YINEYD 01 30eq paingiiuod sem GST'0T9$ Bulurewsas ay
"VINYI 0} PaINQUISIP SeM 20 TTH$ ‘SPUSPIAIP Ul PaNss! 0€Z'TZ0'T$ Ul JO "Z0/0E/9 UO PaNSSI SPUSPIAIP U} dAIRJ3] 0} €0/T/Z UO dN 18S SEM pund UOReZI|IqeS 3ley S,YNYVO
:UOHeLIOJU] [BOLIOISIH

‘sjuawalels [e1oueul Bunelsdo s, VINYYD Ul PAPN|aUL 10U S| Teyl puny Arelanpii e si pund uonezijiqels arey S.vINYVD 'L00Z/0€/9 10 SY 810N

[emeIpUIM Jaquisw Buimo|o) O uonedole 1saialul aATeBaN 01 aNa
*S[eMEIPUIM PUB SUORNGLIU0D ISGUIBW Jale dduefed 90/0€/6 0 abejuadlad uo paseq st 90/T/0T uo Buiuuifag uonesojie 1saau|

uonnqguiuod _m:_m_‘_o j0 wmmucmn:wu uo paseq sl 90/0€/6 - £0/0E/9 JO Se uonedo|e 1salalu| 'S9ION
982°06 08z 1T2'T 560 0T’V ¥GE9 (9T9°266) 6,90 TOZ'SE TZE'982 6TECT 0ST'vS GGT'0T9 reloL
0 0 0 0 0 0 0 0 0 VdIN
0 0 0 0 0 0 0 0 0 VISVaN
0 0 0 0 0 0 0 0 0 VINIACSD
982'06 082 112'T S60' 0ET'V (06g22) 6869 18p'c 162'€9 695 00s°2 591'82 VdCOA
(0) 0 0 0 (606'222) 8S0't 6€8'LT TT0'T02 ovSsyvd
(0) 0 0 ¥5€'9 (922'0.26) 069'€9 T2L'TE x 6.6'GhY 269'L 118'€E 6.6'08€ vidrog
TT/0S/6 © TT/0E/6 4O Se TT/0/940se | [oT/0e/9040se | [60/0€/90 Jo se +80/0E/9 800 aunt 80/0€/9 10 S | [ L0/0E/90 - 90/T/OT « LO/TE/E ® 90/0E/6  90/OE/6 1O Se 9002/5002 2002/T/L © JECTIEN
adueleg 1salau| A 1Salau| JA 1SaJau] A 1Salalu| A [emelpyi 1SaJau| A wioJj 1salalu| [emelpyu 1salalu| - €00¢/2002 adueleg
Jaquiday JEGTETY] / uonnguuod FEEYENT]] feutbluo
JELTITEN] aAleInwND
2102/1102 T102/0T02 0102/6002 6002/8002 8002/.002 1002/9002

TT0Z ‘0€ Jequiaidas Jo se
~ pun4 uonezijigels ayey ~

sapuoyINy JudwaSeur|y SN PAAILIYIV eIUIojI[e)

44



AGREEMENT WITH RESPECT TO REPORTING SOFTWARE

This Agreement with Respect to Reporting Software is entered into this 1st day of January 2012,
by and between GENEX Services, Inc. (“GENEX”), with its principal office at 440 E. Swedesford Road,
Suite 1000, Wayne, Pennsylvania, 19087, and the California Affiliated Risk Management Authorities
(“Client”) having a place of business at 1750 Creekside Oaks Drive, Suite 200, Sacramento, California,
95833.

BACKGROUND

GENEX provides Medicare secondary payor reporting services to Client. Client is, and/or
provides insurance and/or services to, a Medicare Responsible Reporting Entity (“RRE”). Client has or
will designate GENEX as Client’s recommended agent to assist Client to satisfy Client’s Medicare payor
reporting requirements on behalf of itself. GENEX will make available to Client, directly or through an
agent (“Software Agent”), software and perform services with respect to Medicare secondary reporting.
Such Software will be hosted by GENEX or the Software Agent on an application server. Client desires to
access such Software and to retain GENEX to perform the services provided for in this Agreement.

NOW, THEREFORE, GENEX and Client agree as follows:

1. Grant of License
Subject to the terms and conditions herein, GENEX hereby grants Client a non-exclusive, non-
transferable license to (i) access and execute its or its Software Agent’s Reporting and
Informatics System, including any and all iterations and/or releases, updates and/or
customizations thereof and any and all related information and documentation (the “Software”)
on GENEX’s or its Software Agent’s application server over the Internet, and (ii) transmit data
related to Client’s use of the Software over the Internet (“License”).

2. Use and Access

a. Subject to the restrictions on use as set forth herein, Client will have access to the
Software and GENEX’s or its Software Agent’s application server for the purpose of
using the Software for its intended purpose and in accordance with the specifications set
forth in any documentation relating to the Software provided by GENEX or Software
Agent. Such use and access will be continuous on a 24/7 basis except for interruptions
by reason of maintenance or downtime beyond GENEX’s or Software Agent’s
reasonable control.

b. Client will use the Software only for its internal business operations and will not permit
the Software to be used by or for the benefit of anyone other than Client. Client will not
have the right to re-license or sell rights to access and/or use the Software or to transfer or
assign rights to access or use the Software, except as expressly provided herein. Client
may not modify, translate, reverse engineer, decompile or create derivative works based
upon the Software. Client shall use the Software in a manner that complies with all
applicable laws including intellectual property and copyright laws. GENEX, on behalf of
itself and Software Agent, expressly reserves all rights not expressly granted to Client
herein.

c. Client shall provide GENEX with a list of all employees authorized to access Software,
which list shall be updated from time to time as necessary to provide GENEX with a
current list of all authorized users. Client shall ensure that all authorized Client
employees are apprised of their obligations pursuant to Sections 2 and 7 of this
Agreement. GENEX shall provide Client with login procedures and passwords for each
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authorized user. Client shall ensure that any authorized user whose authority is
terminated for any reason is no longer able to access the Software and Client shall
promptly report such action to GENEX so that GENEX or Software Agent may
deactivate such user’s password.

Client will not: (i) transmit or share identification or password codes to persons other
than authorized Client employees; (ii) permit the identification or password codes to be
cached in proxy servers and accessed by individuals who are not authorized users; or (iii)
permit access to the Software through a single identification or password code being
made available to multiple users on a network.

3. Fees and Services

a.

The parties agree that GENEX will incur maintenance costs associated with the extended
term of this agreement and for such; Client will be responsible to reimburse GENEX
$1,000.00 per month for the entire extended term of this agreement.

GENEX will invoice Client accordingly for these services on the schedule listed
below. Payment for each lump sum is expected within 60 days following the
invoice.

1. July 1, 2012 — Client will be invoiced $12,000.00 for 12 months of service.
2. January 1, 2013 — Client will be invoiced $6,000.00 for 6 months of service.

Unless the Agreement is terminated under the terms provided in Section 5 below, Client
is responsible for paying the monthly recurring fees for the entire duration of the
Agreement.

GENEX agrees to provide directly or through its designee the implementation and
support services (“Services”) set forth in the attached Schedule A, which is incorporated
herein by reference, and in any statement of work subsequently agreed to between the
parties in writing.

The Fees do not include taxes. If Client is required to pay or collect any federal, state,
local, or value-added tax on any fees charged under this Agreement, or any other similar
taxes or duties levied by any governmental authority, excluding taxes levied on Client’s
net income, then such taxes and/or duties will be billed to and paid by Client immediately
upon receipt of GENEX’s invoice and supporting documentation for the taxes or duties
charged.

4. Technical Support

a.

As set forth more fully on Schedule A, GENEX will supply or make available through
the Software Agent email support regarding the Software to the Client on a reasonable
and necessary basis during normal weekday business hours, excluding legal holidays.
Additionally, GENEX will, if necessary, provide, as reasonably determined by GENEX
or Software Agent, reasonable support to Client through telephone, electronic and/or
written correspondence.

DISASTER RECOVERY: GENEX Services, Inc. is a nationally-based company with
hardware and application systems that operate autonomously, excluding corporate
(transmissions to Wayne, PA) and financial related reporting. GENEX’s Disaster
Recovery plan calls for restoration of network, phone and applications at a hot-site
recovery center under contract with SunGard Recovery Services. The SunGard Recovery
Center is located approximately 15 miles from our production data center and is on a
different segment of the Northeast Power Grid. It has its own power generation facilities.
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GENEX has contracted with our network and long-distance carriers to provide redundant
circuits to the Recovery Center. All network and long-distance phone traffic can be
switched over to the Center with short notice. The Recovery Center provides stand-by
network and server equipment sufficient to re-establish all business operations

GENEX’s corporate data center is a secured facility protected by an internal
Uninterruptible Power Supply (UPS) and an external diesel generator. Tape backups of
all GENEX’s production systems are sent off-site daily to Vital Records Inc., a secure
off-site data protection vendor. We also maintain multiple DS3 circuits for voice and
data, and these connect to our carriers via Sonet Ring. This network topology ensures
that any loss from a local cable cut is avoided.

In the event of a disaster in any GENEX location, the GENEX ISS department would
implement the following Disaster Recovery Action Plan, simultaneously where
applicable. This process follows GENEX Management’s disaster declaration.

1. Contact SunGard Recovery Services to declare a disaster, and determine the
appropriate recovery location. The Primary Location is the SunGard Mega Center in
Philadelphia. All hardware (voice, network and PC) under contract with SUNARD
would be activated at the primary location or sent via SunGard to an alternate
recovery location.

2. Contact the GENEX Long Distance Provider and invoke our contracted 800/888
Disaster Recovery Tree, re-pointing all relevant 800/888 GENEX office
Telecommunication services to SunGard or the Wayne Data Center as the event
dictates.

3. Contact Vital Records Inc. Priority ship the affected GENEX office backup tape(s)
to SunGard or the Wayne Data Center.

The ISS Disaster Recovery Team would be notified so that they could arrange travel
and lodging for the support team. The support team would be working on office
recovery or staffing the recovery command center at SunGard.

GENEX employees from the affected location would travel to the specified SunGard
location or an alternate recovery location during the disaster recovery event. In the
event the GENEX Operations employees at the affected GENEX office were directly
impacted by the disaster, employees from the recovery office supplemented by
employees from other offices would be used to support customer services for that
GENEX office. GENEX Human Resources department would assist in the
notification process to those employees.

5. Term and Termination

a.

The initial term of this Agreement will effectively end on December 31, 2011. GENEX
and CARMA mutually agree to renew and extend the agreed upon and amended terms for
18 months, beginning January 1, 2012. Thereafter this Agreement may be renewed for
successive one (1) year periods upon the mutual consent of both parties.

Either party may terminate this Agreement for material breach, provided, however, that
the terminating party has given the other party at least thirty (30) days prior written notice
of and the opportunity to cure the breach. Termination for breach will not preclude the
terminating party from exercising any other remedies for breach.

GENEX shall have the right to immediately terminate this Agreement upon written notice
if Client becomes insolvent, makes a general assignment for the benefit of creditors,
suffers or permits the appointment of a receiver for its business or assets, becomes
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subject to any proceeding under bankruptcy or insolvency whether domestic, foreign, or
has been liquidated voluntarily or otherwise.

In addition to any other remedy available to it, GENEX may, in its sole discretion,
suspend access to the Software in the event any payment due and owing by Client
pursuant to Schedule A is delinquent by more than sixty (60) days.

Client may terminate this Agreement upon thirty (30) days’ written notice to GENEX
that it is no longer an RRE and/or that it no longer has RRE members.

6. Ownership of Intellectual Property

a.

Title to any proprietary rights in the Software or GENEX’s or Software Agent’s web site
will remain in and be the sole and exclusive property of GENEX or Software Agent, as
applicable. Client will be the owner of all content created and posted by Client.

Any and all trademarks, tradenames, logos or service marks used by GENEX or Software
Agent on or in connection with the Software are the sole and exclusive property of
GENEX or Software Agent, as applicable.

7. Confidentiality

a.

b.

The Software and other data on GENEX’s or Software Agent’s application server
embodies logic, design and coding methodology that constitute valuable confidential
information that is proprietary to GENEX or Software Agent, as applicable. Client will
safeguard the right to access the Software and other software installed on GENEX’s or
Software Agent’s application server using the same standard of care that Client uses for
its own confidential materials.

All data pertaining to a Client disclosed to GENEX or Software Agent in connection with
the performance of this Agreement and residing on GENEX’s or Software Agent’s
application server will be held as confidential by GENEX and Software Agent and will
not, without the prior written consent of Client, be disclosed or be used for any purposes
other than the performance of this Agreement. GENEX and Software Agent will
safeguard the confidentiality of such data using the same standard of care that each of
GENEX and Software Agent use for its own confidential materials.

The obligations set forth in Section 7(b) above do not apply to data that: (i) is or
becomes, through no act or failure to act on the part of GENEX or Software Agent,
generally known or available; (ii) is known by GENEX or Software Agent to not be
confidential at the time of receiving such information as evidenced by its written records;
(iii) is hereafter furnished to GENEX or Software Agent by a third party, as a matter of
right and without restriction on disclosure; (iv) is independently developed by GENEX or
Software Agent as evidenced by its written and dated records and without any breach of
this Agreement; or (v) is the subject of a written permission to disclose provided by the
Client. Further notwithstanding the forgoing, disclosure of data will not be precluded if
such disclosure: (i) is in response to a valid order of a court or other governmental body
of the United States; (ii) is otherwise required by law; or (iii) is otherwise necessary to
establish rights or enforce obligations under this Agreement, but only to the extent that
any such disclosure is required.

GENEX, on behalf of itself and Software Agent, reserves the right to collect and use
Client-generated data in anonymous form for the purposes of benchmarking,
development of best practices and other research and statistical purposes. To the extent
that Client’s data is incorporated into industry-level reports, GENEX or Software Agent
may disclose such data, in non person-specific or organization-specific form, to third
parties without reimbursement or notification to Client.
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8. Software Warranties and Disclaimer

a.

GENEX represents and warrants that it provides a valid license or sub-license through
Software Agent to the Software provided hereunder, free and clear of all liens and
encumbrances. GENEX further represents and warrants that none of the intellectual
property furnished by GENEX hereunder will infringe: (i) any copyrights, trademarks,
service marks, or trade names of any third party arising or enforceable under the laws of
the United States, or (ii) any existing patents of any third party arising or enforceable
under the laws of the United States.

Client must report any material deficiencies in the Software to GENEX in writing within
thirty (30) days of Client’s discovery of the defect. Failure to notify GENEX within such
thirty (30) day period shall be deemed to be an acceptance by Client as to that particular
defect. Client’s exclusive remedy for the breach of this warranty will be for GENEX to
provide access to replacement Software within a commercially reasonable time that shall
be no longer than forty-five (45) days after GENEX’s receipt of notice of such deficiency
and defect.

THE WARRANTY PROVIDED BY GENEX IN SECTIONS 8(a)-(b) ABOVE IS
EXCLUSIVE AND IS IN LIEU OF ALL OTHER WARRANTIES, WHETHER
EXPRESS OR IMPLIED, INCLUDING ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE AND ANY
ORAL OR WRITTEN REPRESENTATIONS, PROPOSALS OR STATEMENTS
MADE ON OR PRIOR TO THE EFFECTIVE DATE OF THIS AGREEMENT.
CLIENT EXPRESSLY DISCLAIMS ALL OTHER WARRANTIES TO THE EXTENT
PERMITTED BY LAW. This disclaimer shall not limit the indemnification obligations
set forth in Paragraph 9, infra.

Client represents and warrants that it will not knowingly introduce a virus or disabling
code (e.g., any worm, trap door, back door, timer, clock, counter, or other limiting
routine, instruction, or design that would erase date or programming) or knowingly allow
a virus or disabling code to be introduced into the Software. Client will maintain the
anti-virus software, updated with the most recent commercially available virus
definitions, on all networks, computers, handhelds and other hardware through which it
accesses and uses Software via the Internet. If a virus or disabling code is found to have
been introduced into the Software through Client, then the party discovering such virus or
disabling code shall promptly notify the other party in writing. Client shall take all
commercially reasonably efforts to assist GENEX and Software Agent in eradicating any
virus or disabling code introduced by the Client and reversing its effects and, if the virus
or disabling code causes a loss of date or operational efficiency, to assist GENEX and
Software Agent, at no expense, in mitigating and reversing such losses.

9. Limitation of Liability; Indemnification

a.

Except as set forth herein, neither party will be liable to the other for special, indirect or
consequential damages incurred or suffered by the other arising as a result of or related to
the use of the Software, whether in contract, tort or otherwise, even if the other has been
advised of the possibility of such loss or damages. Client’s and GENEX’s total liability
under this Agreement with respect to the Software, regardless of cause or theory of
recovery, will not exceed the total amount of fees paid by the Client to GENEX during
the twelve-month period immediately preceding the occurrence or act or omission giving
rise to the claim.

Notwithstanding Section 9a. above, Client shall indemnify and hold GENEX and its
officers, directors, employees, agents (including Software Agent), successors and assigns
harmless against any claims, demands, proceedings, damages, cost, penalties, fines,
charges and expenses, including reasonable attorneys’ fees (“Losses”) arising from (i)

5
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Client’s breach of any representation, warranty or covenant hereunder or failure to
perform its obligations hereunder; (ii) Client violating any federal or state law, regulation,
statute or ordinance in connection with the use of Software; and/or (iii) Client failure to
comply with the confidentiality obligations hereunder.

C. Notwithstanding Section 9a. above, GENEX shall defend, indemnify and hold Client and
its RRE members, and their officers, directors, employees, agents, successors and
assigns, harmless from and against all Losses incurred by Client and/or its RRE members
arising from (i) the use of Software (including, without limitation, arising out of the
violation of any third party’s trade secrets, trademarks, copyright, patent rights or other
proprietary rights in connection with the Client’s authorized use of the Software), (ii)
GENEX'’s breach of any representation, warranty or covenant hereunder or failure to
perform its obligations hereunder (iii) GENEX or Software Agent violating any federal or
state law, regulation, statute or ordinance, and/or (iv) GENEX’s or Software Agent’s
failure to comply with the confidentiality obligations hereunder. In the event that the
Software becomes the subject of a suit, action or claim of infringement and its use is or
may be enjoined, GENEX shall, at its option and subject to Client’s approval, which
approval may not be unreasonably withheld: (i) modify Software so that it is non-
infringing and functionally equivalent; (ii) obtain for Client sufficient rights to allow
Client to use the infringing Software as contemplated hereunder; or (iii) substitute non-
infringing software acceptable to Client and substantially similar to Software, with the
cost of any modifications to Client interfaces borne by GENEX; or (iv) in the event
GENEX is unable to provide any of the remedies described in subsections (i) through (iii)
above, terminate the Agreement and provide Client with a refund of any subscription and
set-up Fees and any pre-paid Fees. Any replacement software shall be subject to all of
the warranty and other terms and conditions of this Agreement, including, without
limitation, the foregoing indemnification provisions. The foregoing indemnification
provision shall not apply in the event the infringement arises directly from (a) written
direction or specification from Client that is infringing; (b) modifications to the Software
made by Client without the written approval of GENEX or Software Agent and without
which such infringement would not have occurred; or (c) unauthorized use of the
Software in combination with other software or hardware not provided or approved by
GENEX or Software Agent in writing, provided that such infringement would not have
occurred but for such combination.

d. Notwithstanding the above, the parties agree that any Losses assessed or imposed by any
third party, including any federal agency, for failure of reporting and/or failure of timely
reporting by GENEX shall be the sole responsibility of GENEX unless that failure was
caused by Client’s failure timely to report accurate information to GENEX.

e Each party shall, at its sole cost and expense, procure and maintain such policies of
comprehensive general liability, professional liability and such other insurance with such
coverages as may be required to insure such party and its officers, directors, shareholders,
managers, members, agents and employees in connection with the performance of or
compliance with such party’s promises, duties and obligations hereunder, including,
without limitation, liability, loss or damage arising by reason of acts or omissions of such
party, its officers, directors, shareholders, managers, members, agents or employees.
Evidence of such insurance shall be furnished to the other party upon written request.

10. Relation of Parties
Nothing in this Agreement will create or imply an agency relationship between the parties, nor
will this Agreement be deemed to constitute a joint venture or partnership between the parties.
Software Agent shall be a third party beneficiary of Client’s obligations with respect to Software
Agent hereunder.
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11.

12.

13.

14.

15.

Non-assignment

This Agreement may not be assigned by either party without the prior written approval of
GENEX, which consent may not be unreasonably withheld, but may be assigned by either party
to (i) a parent or subsidiary, (ii) an acquirer of all or substantially all of such party’s assets
involved in the operations relevant to this Agreement, or (iii) a successor by merger or other
combination. Any purported assignment in violation of this Section will be void.

Governing Law
This Agreement shall be governed by and construed and enforced in accordance with the laws of
the State of California, without regard to principles of conflicts of laws.

Arbitration

Except with respect to claims or controversies concerning Sections 2 and Section 7 above, any
dispute arising under this Agreement will be subject to binding arbitration by a single Arbitrator
with the American Arbitration Association (AAA), in accordance with its relevant industry rules,
if any. The parties agree that this Agreement will be governed by and construed and interpreted in
accordance with the laws of the State of California. The Arbitrator will have the authority to grant
injunctive relief and specific performance to enforce the terms of this Agreement. Judgment on
any award rendered by the Arbitrator may be entered in any Court of competent jurisdiction.

Equitable Remedies

Client hereby acknowledges that irreparable damage may occur if there is a violation of Sections
2 and/or Section 7 above, and that GENEX’s and Software Agent’s remedies at law may be
inadequate, if any term or provision hereof concerning same were not performed or observed
strictly in accordance herewith. GENEX and/or Software Agent may, in addition to any other
remedy available to it at law or under this Agreement, obtain equitable relief in the form of
specific performance, temporary restraining order, temporary or permanent injunction, or any
other equitable remedy that may then be available to it.

GENEX hereby acknowledges that irreparable damage may occur to Client if there is a violation
of Section 7 above, and that the remedies at law for Client may be inadequate, if any term or
provision hereof concerning same were not performed or observed strictly in accordance
herewith. Client may, in addition to any other remedy available to it at law or under this
Agreement, obtain equitable relief in the form of specific performance, temporary restraining
order, temporary or permanent injunction, or any other equitable remedy that may then be
available to it.

Notice

All notices, requests, demands, and other communications required or permitted hereunder shall
be in writing and shall be deemed to have been received by a party (i) when actually received in
the case of hand delivery against a signed receipt; (ii) two (2) business days after being given to a
reputable governing courier with a reliable system for tracking delivery, e.g., United Parcel
Service or Federal Express; or (iii) upon receipt, when mailed by United States mail, registered or
certified mail, return receipt requested, postage prepaid.
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For

purposes of this Agreement, the contact information of the parties is as follows:

16.

17.

18.

19.

20.

21.

If to Client: California Affiliated Risk Management Authorities
1750 Creekside Oaks Drive, Suite 200
Sacramento, California 95833
Attn: Karen Thesing

If to GENEX: GENEX Services, Inc.
440 East Swedesford Road, Suite 1000
Wayne, Pennsylvania 19087
Attention: Ron Skrocki

Non-Solicitation

a. During the term of this Agreement and for a period of one year thereafter, Client will not,
directly or indirectly: (i) solicit for employment or for performance of any services any
person employed by GENEX or Software Agent; or (ii) hire or engage for any services
any person employed by GENEX or Software Agent.

b. During the term of this Agreement and for a period of one year thereafter, GENEX will
not, directly or indirectly: (i) solicit for employment or for performance of any services
any person employed by Client; or (ii) hire or engage for any services any person
employed by Client.

Attorneys’ Fees
If any litigation or arbitration is necessary to enforce the terms of this Agreement, the prevailing
party will be entitled to reasonable attorneys’ fees and costs.

Severability

If any term of this Agreement is found to be unenforceable or contrary to law, it will be modified
to the least extent necessary to make it enforceable, and the remaining portions of this Agreement
will remain in full force and effect.

Force Majeure

Neither party shall be considered in default in the performance of any obligation hereunder to the
extent that performance of such obligation is prevented or delayed by a Force Majeure Event,
which is defined to include a fire, flood, explosion, strike, war, insurrection, embargo,
government requirement, act of civil or military authority, act of God, or any similar event,
occurrence or condition which is not caused, in whole or in part, by that party, and which is
beyond the reasonable control of that party. The parties shall take all reasonable action to
minimize the effects of a Force Majeure Event.

Waiver and Modification

The waiver by any party of any breach of covenant will not be construed to be a waiver of any
succeeding breach or any other covenant. All waivers must be in writing, and signed by the party
waiving its rights. This Agreement may be modified only by a written instrument executed by
authorized representatives of the parties hereto.

References; Headings
All references herein to Sections shall be deemed to be references to the appropriate Section of
this Agreement. The Section headings used herein are inserted for convenience or reference only

8
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22.

23.

24.

25.

and are not intended to be a part of or to affect the meaning or interpretation of this Agreement.
All words of any gender used herein shall be deemed to include the masculine, feminine and
neuter, and words used in the singular shall include the plural and vice versa, all as the context
hereof may require.

Further Actions
Each party will take such further actions as required to ensure that the obligations assumed in the
Agreement are fulfilled.

Survival
Any Sections of this Agreement which logically should survive the expiration or termination of
the Agreement shall survive, including, but not limited to, Sections 7, 8 and 9.

Counterparts
This Agreement may be executed in counterparts, each of which when executed shall be deemed
to be an original, and taken together shall constitute one and the same instrument.

Entire Agreement

This Agreement, together with all Schedules and Exhibits attached hereto, constitutes the entire
agreement between the parties with respect to its subject matter, and supersedes all prior
agreements, proposals, negotiations, representations or communications relating to the subject
matter. Both parties acknowledge that they have not been induced to enter into this Agreement by
any representations or promises not specifically stated herein.
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IN WITNESS WHEREOF, intending to be legally bound, the parties have executed this
Agreement with Respect to Reporting Software by their duly authorized representatives.

GENEX SERVICES, INC CALIFORNIA AFFILIATED RISK
MANAGEMENT AUTHORITIES

By: By:
Name: Paul Neff Name: Karen Thesing
Title:  Vice President —National Sales Title: Executive Director - CARMA

10
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SCHEDULE A

MSA Medicare Set-Aside Services

Recommendation for Medicare Set-Aside Submission $175
o Verification of Social Security and Medicare entitlement status
e Written opinion on whether the case is appropriate for submission to CMS

Medicare Set-Aside Cost Projection $2500
Standard:
e Status determination
e Medicare Set-Aside recommendation
e Cost projection of Medicare covered costs
e Recommendation for frequency and amount of periodic payments
when structured settlement is being utilized
Determine life expectancy or rated age
e Medicare conditional payment claim identification

Medicare Set-Aside Cost Projection $2700
Complex:

Traumatic brain Injury

Spinal Cord injury

Burns

Amputations, crush injuries, RSD

Chemical Exposures, Co- Morbidities impacting recovery

Complete Cost Projection with Medicare Set-Aside Cost Projection $3300
Includes:
e All aspects of the Medicare Set-Aside Cost Projection plus cost projection
e of non Medicare covered costs over the life expectancy.

Complete Cost Projection with Medicare Set-Aside Cost Projection $3400
with Medicare Set-Aside Cost Projection
Complex:
e Traumatic Brain Injury
e Spinal Cord Injury, Burns, Amputations
e Crush Injuries, RSD
e Chemical Exposures, Co-Morbidities impacting recovery

Medicare Set-Aside Submission $1000
(must be combined with either a Medicare cost projection or a complete cost projection)
Includes:
e Recommendation regarding need for MSA Proposal submission and approval

e Social Security and Medicare status determination

o Medicare conditional payment claim identification

e Recommendation for frequency and amount of periodic payments
when structured settlement is being utilized

e Projection of Medicare allowable costs

e Completion of Medicare Proposal

e Submission of Proposal to Medicare

e Follow-up with Medicare and negotiation until approval is obtained

11
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Liability MSA Services

Liability Cost Projection- no submission
Liability Medicare Set-Aside Cost Projection
Submission of Liability MSA

Additional Services

¢ Comprehensive Drug Utilization Review
¢ Conditional Lien Search
e Conditional Lien Disputes

¢ Rush Turn Around of the Cost Projection
0 Less than 3 business Days

O 4-7 business days
e Projection Update
applies 3 months after original projection completion)
¢ Field Case Management
o Peer to Peer Review/Peer Review
upon specialty
e Structured Annuity Services

$1200
$2500

$1000

$600

Free

$275-flat 3 hrs
$125/hr thereafter
$600

$500
$125/hr (only

$ 89/hr
$250-500 depending

$ rates contingent
upon settlement

12
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This Agreement with Respect to Reporting Software is amended, accepted as-is, and entered into this

day of , 2011, by and between GENEX Services, Inc. (“GENEX?”), with its
principal office at 440 E. Swedesford Road, Suite 1000, Wayne, Pennsylvania 19087, and California
Affiliated Risk Management Authorities (“Client”) having a place of business at 1750 Creekside Oaks
Drive, Suite 200, Sacramento, CA 95833.

IN WITNESS WHEREOF, intending to be legally bound, the parties have executed this
Agreement with Respect to Reporting Software by their duly authorized representatives.

GENEX SERVICES, INC CALIFORNIA AFFILIATED RISK
MANAGEMENT AUTHORITIES

By: By:
Name: Paul Neff Name: Karen Thesing
Title:  Vice President —National Sales Title: Executive Director - CARMA

13
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CARMA
Board of Directors’ Meeting
January 13, 2012

ANNUAL WORKSHOP RECAP

SUBJECT: Establishment of Goals and Objectives

BACKGROUND AND STATUS:

This time is reserved for the Board to re-cap and take action on any items brought forth from the
2012 Annual Workshop.

RECOMMENDATION:

The Board of Directors adopts the 2012 Goals and Objectives.

REFERENCE MATERIALS ATTACHED:

None

Agenda Item 6.A.
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CARMA
Board of Directors’ Meeting
January 13, 2012

ADMINISTRATIVE MATTERS

SUBJECT: Reaffirmation of the CARMA Conflict of Interest Code

BACKGROUND AND STATUS:

The Political Reform Act requires every local government agency to review its Conflict of
Interest Code biennially to determine if it is accurate and up-to-date or, alternatively, if the Code
must be amended. At this time, there are no substantive changes being recommended to the
Conflict of Interest Code.

RECOMMENDATION:

The Board reaffirms the CARMA Conflict of Interest Code as presented for the 2012 and 2013
calendar years.

REFERENCE MATERIALS ATTACHED:

e Conflict of Interest Code for the 2012 and 2013 calendar years

Agenda Item 7.A.
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CALIFORNIA AFFILIATED RISK MANAGEMENT AUTHORITIES
(CARMA)

CONFLICT OF INTEREST CODE

The Political Reform Act (Government Code Section 81000, et. seq.) requires state and local
government agencies to adopt and promulgate conflict of interest codes. The Fair Political Practices
Commission has adopted a regulation (2 Cal. Code of Regs. Sec. 18730) which contains the terms of
the standard conflict of interest code, which can be incorporated by reference in an agency's code.
After public notice and hearing it may be amended by the Fair Political Practices Commission to
conform to amendments in the Political Reform Act. Therefore, the terms of 2 Cal. Code of Regs.
Section 18730 and any amendments to it duly adopted by the Fair Political Practices Commission
are hereby incorporated by reference. This regulation and the attached Appendix designating
officials and employees and establishing disclosure categories, shall constitute the conflict of interest
code of the CALIFORNIA AFFILIATED RISK MANAGEMENT AUTHORITIES.

It has been determined that the positions listed below manage public investments and will file a
statement of economic interests pursuant to Government Code Section 87200:

Treasurer
Assistant Treasurer

Designated employees shall file their statements with the CALIFORNIA AFFILIATED RISK
MANAGEMENT AUTHORITIES who will make the statements available for public inspection
and reproduction. (Gov. Code Section 81008). Statements for all designated employees shall be
retained by the agency.

APPROVED
JANUARY 13, 2012
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CALIFORNIA AFFILIATED RISK MANAGEMENT AUTHORITIES
(CARMA)

APPENDIX TO THE CONFLICT OF INTEREST CODE

Designated Positions Disclosure Category
Members and Alternates of the 1,2,3,and 4
Board of Directors
Administrator 1,2,3,and 4
Litigation Manager 1,2,3,and 4
Risk Manager 1,2,3,and 4
Consultants fallaliel

DISCLOSURE CATEGORIES:

Disclosure Category 1

Persons designated in this category must disclose business entities in which they have an investment,
business position, or which are sources of income to them if such entities filed claims against the
California Affiliated Risk Management Authorities or any of its members during the reporting
period.

Disclosure Category 2

Persons designated in this category must disclose business entities in which they have an investment,
business position, or which are sources of income to them if such entities are of the type in which the
California Affiliated Risk Management Authorities is empowered to invest its funds.

Disclosure Category 3

Persons designated in this category must disclose business entities in which they have an
investment, business position, or which are sources of income to them if such entities are of the
type that contract with the California Affiliated Risk Management Authorities to supply goods,
services, materials, supplies, or leased space.
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Disclosure Category 4

Persons designated in this category must disclose investments and business positions in business
entities and sources of income that are insurance companies, holding companies investing in
insurance companies, insurance underwriting agencies, insurance brokers, or insurance agencies.

* * *Djsclosure Category - Consultants

Consultants shall be included in the list of designated employees and shall disclose pursuant to the
broadest disclosure category in the code subject to the following limitations:

As to consultants, the administrator may determine in writing that a particular consultant, although a
"designated position", is hired to perform a range of duties that is limited in scope and thus is not
required to fully comply with the disclosure requirements in this section. Such written determination
shall include a description of the consultant's duties and, based upon that description, a statement of
the extent of disclosure requirements. The administrator's determination is a public record and shall
be retained for public inspection in the same manner and location as this conflict of interest code.
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ADMINISTRATIVE MATTERS

SUBJECT: Agreement between CARMA and Alliant Insurance Services, Inc. for
Insurance Brokerage and Consulting Services

BACKGROUND AND STATUS:

The brokerage firm of Alliant Insurance Services, Inc. has performed brokerage services for
CARMA since July 1, 1999. CARMA’s agreement with Alliant Insurance Services
expires June 30, 2012. The renewal has been placed on the agenda for the Board’s consideration
to determine if it desires to re-negotiate the existing agreement with Alliant Insurance Services,
Inc., or send out a Request for Proposal for Brokerage Services (RFP).

Alliant began serving as CARMA'’s broker in 1999 up through the current year’s marketing
efforts. Over the years, Alliant has recommended various insuring agreements, ranging from
pure reinsurance and excess arrangements to some years where the best options included a quota
sharing arrangement. Placement of insurance is the majority of Alliant’s responsibilities, and
they provide other services including assistance in evaluating coverage documents, attending
meetings; developing written reports related to rates, coverage, renewal problems, and
underwriting information; and marketing specifications.

The agreement between CARMA and Alliant Insurance Services, Inc. reflects a set minimum
annual compensation for the year’s services. An historical overview of the agreements
since July 1, 1999, indicates the following compensation:

Term: 7/1/1999 — 6/30/2002 Year 1: 45,000
Year 2: 60,000
Term: 7/1/2002 — 6/30/2005 Year 1: 65,000

Year 2: 67,600 (4% increase)
Year 3: 70,300 (4% increase)
Term: 7/1/2005 — 6/30/2006 Year 1: 55,000

Term: 7/1/2006 — 6/30/2009 Year 1: 57,500

Year 2: 59,500 (4% increase)
Year 3: 62,000 (4% increase)
Term: 7/1/2009 - 6/30/2012 Year 1: 65,000

Year 2: 66,625 (2.5% increase)
Year 3: 68,290 (2.5% increase)

Agenda Item 7.B.
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For transparency and disclosure purposes, the agreement stipulates that Alliant will disclose in
writing any commissions received in connection with any insurance placements on behalf of
CARMA and that these commissions will offset any compensation CARMA owes Alliant under
the agreement. Further, should the commissions and any fees that are pre-paid by CARMA for a
particular year exceed the agreed-upon compensation in the agreement Alliant will reimburse
CARMA for these excess commissions, or apply it against any compensation due to Alliant for
subsequent periods. No adjustments have been made to date.

In addition, the broker will inform CARMA of any contingent income received. Thus, included
in this agenda item is a copy of the letter provided to CARMA that notates Alliant received an
additional compensation equal to 5.86% for the renewal of the excess coverage for the
2012/2013 fiscal year. The additional income was specifically for underwriting services since
CARMA continued its participation in an Alliant-sponsored program, ANML.

Should the Board determine to proceed with the RFP process, a sample RFP for brokerage
services has been included with this agenda which includes a suggested timeline for the receipt
and review of the proposals, interviews, notification to the candidate firms, and commencement
of services for July 1, 2012.

RECOMMENDATION:

Provide direction for staff to re-negotiate the agreement between CARMA and Alliant Insurance
Services, Inc. or to begin the Request for Proposal process for brokerage services.

REFERENCE MATERIALS ATTACHED:

e Contingency Letter from Alliant Insurance Services, Inc. dated July 13, 2011
e Sample Request for Proposal for Brokerage Services (RFP)

Agenda Item 7.B.
Page 2 of 2
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Mlliant

July 13, 2011

CARMA

c/o Bickmore Risk Services

1750 Creekside Oaks Drive #200
Sacramento, CA 95833

Line of Coverage: Excess Liability-Wesco Insurance
Effective Date: July 1, 2011

Alliant embraces a policy of transparency with respect to its compensation from

. insurance transactions and a policy of disclosure as to the insurance carriers with which

CARMA
cwilliams

Alliant does business.

In addition to the agreed-to fees that Alliant will receive on this placement, Alliant
Underwriting Services will also receive additional compensation from the carrier for
providing Underwriting services equal to 5.86%. Alliant Underwriting Services and
Alliant Business Services are internal operating groups of Alliant Insurance Services, Inc.

Alliant has no ownership interest in any of the carriers or any other intermediaries (if
any) that were a part of this placement.

Upon written request, Alliant will further disclose all quotes and indications sought and
received by Alliant in connection with your insurance placement, and the terms,
including any Alliant interest in or contractual agreement with any of the prospective
insurers, of all compensation to be received by Alliant.

For additional information please send a written request to:

Alliant Insurance Services, Inc.
701 B. Street, 6th Floor
San Diego, California 92101-8156
Attention: General Counsel
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California Affiliated Risk Management Authorities
1750 Creekside Oaks Drive, Suite 200,
A California Public Agency Sacramento, CA 95833
(800) 541-4591 ~ FAX (916) 244-1199

email kthesing@brsrisk.com

Request for Proposal
For

Excess Liability Insurance Brokerage Services

Dated:

RETURN RFP RESPONSES TO:

DEADLINE FOR RESPONSES:

January 23, 2012 - 5:00 p.m.
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REQUEST FOR PROPOSAL TO PROVIDE

EXCESS LIABILITY INSURANCE BROKERAGE SERVICES

NOTICE IS HEREBY GIVEN that the California Affiliated Risk Management Authorities (CARMA) is
soliciting proposals from qualified firms to provide Excess Liability Insurance Brokerage Services for CARMA.

IMPORTANT NOTE: This Request for Proposal (RFP) is not an authorization to approach the insurance
marketplace or service agencies on behalf of CARMA. CARMA specifically directs that no solicitation of
insurance markets or market reservations be made on behalf of CARMA. Failure to comply with this condition
will be grounds for disqualification from this RFP process.

BASIS OF AWARD: CARMA reserves the right to award a contract, or make no award, whichever is in the
best interests of CARMA. CARMA also reserves the right to negotiate the terms and conditions of any contract
resulting from this solicitation. Final award, if any, will be made by the CARMA Governing Board.

EVALUATION CRITERIA: All proposals received by the closing date and time, will be evaluated by
CARMA which will review and judge the merit of the proposals received in accordance with all criteria and
specifications contained in the RFP document.

It is CARMA’s intent to create a short list, minimum of three, of qualified firms from the proposals received in
accordance with all criteria and specifications contained in the RFP document. An oral presentation and/or
additional information may be required from the firms on the short list.

DEADLINE: Proposals must be received in the CARMA offices at the street address shown hereinafter prior
to the deadline of 5:00 P.M. Pacific Standard Time, January 23, 2012. It is the responsibility of the respondent
to see that any proposal sent through the mail shall have sufficient time to be received by the specified date and
time. Telegraphic, telephonic or facsimile (fax) proposals will not be accepted.

COSTS INCURRED BY PROPOSERS: All expenses involved with the preparation and submission of the
proposal to CARMA, or any work performed in connection therewith, shall be borne by the proposer(s). No
payment will be made for any responses received, or for any other effort required of or made by the proposer(s)
prior to the commencement of work as defined by a written agreement approved by the Governing Board.

Karen Thesing

Executive Director - CARMA
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, 2012

TO: PROSPECTIVE PROPOSERS

SUBJECT: REQUEST FOR PROPOSALS TO PROVIDE EXCESS LIABILITY INSURANCE
BROKERAGE SERVICES.

PURPOSE:

The California Affiliated Risk Management Authorities is seeking proposals from qualified firms to provide
excess liability insurance brokerage services.

DESCRIPTION OF THE POOL:

CARMA is an excess joint powers authority comprised of affiliated joint powers authorities to protect member
resources by minimizing risk and stabilizing cost in a reliable, economical and innovative manner, while
providing broad coverage and quality risk management services utilizing sound business practices.

In 1993 CARMA was formed to jointly purchase excess liability coverage at a reduced cost. The pooling
concept was the result of insurance companies ceasing to provide needed commercial liability insurance
coverage to member cities. This action motivated affiliated joint powers authorities to join CARMA and
participate in the pooled excess liability insurance program.

Pooled excess and group purchase coverage programs include general liability that provides for Bodily Injury
and Property Damage, Personal Injury, and Public Officials Errors and Omissions coverage under the terms and
conditions set forth in the CARMA Memorandum of Coverage. The member JPA provides $1,000,000 of
primary coverage to their underlying members, and CARMA self-funds its excess layer of $1,000,000 to
$4,000,000. The reinsurance layer coverage to cover losses in excess of the CARMA pooled coverage layer to
$14,000,000 is purchased. Additionally, excess coverage is purchased to cover losses from $14,000,000 to
$29,000,000.

Membership and Governance

CARMA consists of five joint powers authority member entities and is governed by a Board of Directors
represented by the President, Vice President, Board Secretary, and Treasurer. Each CARMA member appoints
a representative and an alternate representative to serve on the Board of Directors.
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Members

Bay Cities Joint Powers Insurance Authority (BCJPIA)

Central San Joaquin Valley Risk Management Authority (CSJIVRMA)
Monterey Bay Area Self Insurance Authority (MBASIA)

Municipal Pooling Authority (MPA)

Vector Control Joint Powers Agency (VCIPA)

Website Address

http://www.carmajpa.orq

REQUIREMENTS OF THE CONTRACTOR:

The successful firm shall:

1. Have the capability of accessing insurance markets on an international basis to maximize the availability
of coverage for the pool’s consideration.

2. Demonstrate that it possesses the necessary resources to fulfill the requirements of the Scope of Services
as detailed in the Insurance Brokerage Agreement. Proposers shall assume that this will be the document for
framing any agreement arising from this RFP process.

3. Demonstrate that the firm and proposed team members have a proven record of at least 10 years in
providing services of this type to clients of the size, nature and complexity of CARMA.

4, Have a California presence and the ability to service CARMA from a California location.

5. Possess all necessary licenses to perform the above-mentioned services as may be required by the State
of California.

6. Demonstrate a creative and innovative approach to providing the services required.

7. Have a proven record of successful negotiations with insurance carriers on difficult losses involving

coverage issues.

8. Disclose all fees, commissions, and other profit-sharing arrangements with insurance companies, and
any real or potential conflicts of interest.

9. Provide copies of all underwriting submissions and quotations from insurers to CARMA within a
reasonable period after completion or receipt.
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SCOPE OF PROPOSAL

Proposers shall submit proposals formatted to provide the information requested in items 1 — 13 of this section.
Additional information may be provided, however, the proposal shall not exceed 20 pages, single-sided.

1.

10.

Provide a brief profile of the firm, including the types of services offered, the year founded, form of the
organization (corporation, partnership, sole proprietor); number, size and location of offices, and number
of licensed Brokers.

Describe the firm’s ability to assist CARMA in developing a work plan to include project timelines for
planning, review, presentations and implementation meetings prior to the expiration date of the
insurance policies due for renewal.

Provide a general description of the firm’s financial condition and identify any condition occurring since
7/01/2007 or planned to occur before 7/01/2012 (e.g. bankruptcy, pending litigation, planned office
closings, impending merger) that may impede the firm’s ability to complete the project.

Provide the names and experience of each individual who would be assigned to work on the CARMA
account team. This would include account executives, marketing personnel and others who would
actively work on the CARMA account. Be sure to identify the individual(s) within your firm who will
have overall responsibility for the CRMA account, the office in which each account team member is
located, and how they fit into the organization as a whole. Please specify which individuals on the
project team will conduct the negotiations with insurance companies. Also, state the total premium value
and number of accounts he/she handles. CARMA shall reserve the right to approve all personnel
assigned to act in the interest of CARMA, in accordance with the Agreement.

Describe the firm’s and account team leader’s experience in providing insurance brokerage services to
joint powers insurance authorities and other public agencies. (Experience with California public
agencies should be emphasized). Provide at least five public agency references: (1) specifying the types
of insurance and/or services provided, (2) dates of service, (3) the name, address and telephone number
of an official that may be contacted as a reference, (4) describing the responsibilities for these accounts
held by the account team members that you have proposed to work on the CARMA account. If the firm
has been replaced as the Broker of record in the experience cited, provide an explanation for such
replacement.

Describe any special expertise and experience your firm and account team has in providing insurance to
municipal pools, cities or other governmental agencies.

Describe any changes or new situations in risk management and insurance that are likely to affect
CARMA members in the next three years and the types of products or solutions you offer to best meet
these problems and opportunities.

Describe what you will do to keep abreast of CARMA loss exposures, if your firm is awarded this
account and your firm’s capabilities in assisting CRMA members reduce loss costs.

Describe your firm’s ability to provide assistance to individual CARMA members on various risk
management questions or concerns.

Describe your experience in developing self-funding and pooling programs.
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11. Describe your approximate annual casualty premium volume.

12. Describe any services or programs your firm can provide CARMA which have not been mentioned
above and any additional fees that might be required for these services (i.e. loss control services).

13. Describe how your firm could assist in increasing CARMA membership.

BROKER COMPENSATION

Brokers shall detail the compensation form and amount proposed to provide all services in the attached
Insurance Brokerage Agreement, including how the compensation is determined and how it will be adjusted
over time. Compensation shall be presented for each of the three years of the agreement. Compensation for
optional services shall be shown separately.

INSURANCE REQUIREMENTS

Proposers shall take out and maintain during the entire term of the agreement insurance pertaining to the
activities associated with the agreement. Proposers will be required to obtain, at their own costs and expense; all
insurance required below and shall provide a certificate of insurance as evidence of insurance upon signing of
the agreement for services.

Insurance:

Workers’ Compensation Statutory Limits

Employers Liability $1,000,000 per occurrence limit
Commercial General Liability and Property Damage $1,000,000 CSL per occurrence
Professional Liability $1,000,000 per claim limit
Fidelity Bond (Employee Dishonesty) $1,000,000 per occurrence limit
SELECTION PROCESS

A. DEADLINE: All proposals must be received no later than 5:00 p.m. on January 23, 2012. Late
proposals will be rejected.

B. INQUIRIES: Question regarding this RFP should be directed to: Karen Thesing — Executive Director,
CARMA, 1750 Creekside Oaks Drive, Suite 200, Sacramento, CA 95833, or telephone number (800) 541-4591,
extension 1181. CARMA will provide the question and responses to all firms who receive this RFP.
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SELECTION TIMELINE*

January 23, 2012
February 6-7, 2012
February 20, 2012
To Be Determined
March 22, 2012
March 26, 2012
July 1, 2012

Proposals due by 5:00 pm

Review of proposals

Firms selected are notified for interviews

Interview day of selected firms

Board approves selection of firm.

Selected Firm Notified. Non-selected firms also notified
Contract start date

*CARMA reserves the right to cancel and/or modify the above dates at any time or to make a dual appointment.
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ADMINISTRATIVE MATTERS

SUBJECT: Agreement between CARMA and Bickmore Risk Services (BRS) for
Administration, Litigation Management, and Financial Services

BACKGROUND AND STATUS:

Bickmore Risk Services has performed administration, litigation management and financial
services for CARMA since 1993. CARMA’s agreement with Bickmore Risk Services expires
June 30, 2012. The renewal has been placed on the agenda for the Board’s consideration to
determine if it desires to form an ad hoc committee to re-negotiate the existing agreement with
BRS, or send out a Request for Proposal (RFP) for Administration, Litigation Management, and
Financial Services (RFP).

BRS has been the only CARMA pool administrator from 1993 up through the current year’s
administration. Over the years, BRS has provided CARMA with services including general,
administrative, board secretarial, risk management, liability program, financial, and support
Services.

The agreement between CARMA and BRS reflects a set minimum annual compensation for the
year’s services. An overview of the agreements since July 1, 2007, indicates the following
compensation:

Term of Agreement Annual Base Contract Price (ABCP)
7/01/07 - 6/30/12 *$272,000 (year one); $285,820 (year two); $289,053 (year
three); $289,000 (year four); and $288,480 (year five).

*In 2009, BRS provided CARMA with a fee reduction due to the withdrawal of PARSAC.

In addition to the Annual Base Contract Price (ABCP), the ABCP is adjusted based on the
addition or withdrawal of members. An example occurred in 2009 when PARSAC withdrew
from CARMA, and BRS proposed and the Board approved a reduction in the ABCP, reflecting
this withdrawal.

Should the Board determine to proceed with the RFP process, a sample RFP for administration,
litigation management, and financial services has been included with this agenda. It includes a
suggested timeline for the receipt and review of the proposals, interviews, notification to the
candidate firms, and commencement of services for July 1, 2012. Conversely, should the Board
determine to re-negotiate the agreement, it is suggested that an ad hoc committee be appointed to
negotiate the agreement between CARMA and BRS.

Agenda Item 7.C.
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RECOMMENDATION:

The Board of Directors appoints an ad hoc committee to negotiate the agreement between
CARMA and Bickmore Risk Services, or begins the Request for Proposal process for
Administration Services.

REFERENCE MATERIALS ATTACHED:

e Sample Request for Proposal for Administration, Litigation Management, and Financial
Services

Agenda Item 7.C.
Page 2 of 2
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1750 Creekside Oaks Drive, Suite 200,
A California Public Agency Sacramento, CA 95833
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Request for Proposal
For
Administration, Litigation Management,

And Financial Services

Dated:

RETURN RFP RESPONSES TO:

DEADLINE FOR RESPONSES:

5:00 p.m.
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I. INTRODUCTION
Overview

The California Affiliated Risk Management Authorities (CARMA) was created in 1993 to provide a
pooled approach to excess liability coverage pursuant to the California Government Code. CARMA is a
partnership of five joint powers authorities (JPA) that was formed in order to address the challenges of
traditional insurance. By pooling assets, members of CARMA jointly control their risks and pay their
own claims rather than purchase excess insurance from carriers. In order to help members control their
risks and protect their assets, CARMA provides resources such as loss control and prevention services to
help the members and their underlying members reduce catastrophic losses.

Pooled excess and group purchase coverage programs include general liability that provides for Bodily
Injury and Property Damage, Personal Injury, and Public Officials Errors and Omissions coverage under
the terms and conditions set forth in the CARMA Memorandum of Coverage. The member JPA
provides $1,000,000 of primary coverage to their underlying members, and CARMA self-funds its
excess layer of $1,000,000 to $4,000,000. The reinsurance layer coverage to cover losses in excess of
the CARMA pooled coverage layer to $14,000,000 is purchased. Additionally, excess coverage is
purchased to cover losses from $14,000,000 to $29,000,000.

Membership and Governance

CARMA consists of five joint powers authority member entities and is governed by a Board of Directors
represented by the President, Vice President, Board Secretary, and Treasurer. Each CARMA member
appoints a representative and an alternate representative to serve on the Board of Directors.

Members

Bay Cities Joint Powers Insurance Authority (BCJPIA)

Central San Joaquin Valley Risk Management Authority (CSJIVRMA)
Monterey Bay Area Self Insurance Authority (MBASIA)

Municipal Pooling Authority (MPA)

Vector Control Joint Powers Agency (VCJPA)

Website Address
http://www.carmajpa.org
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SCOPE OF SERVICES

JPA/Pool Administration services will include working with the Board of Directors and Committees to
conduct day-to-day management, operation, general administration, safety services, and financial affairs
of CARMA and its programs of insurance, self-insurance and risk management and to provide oversight
of any other contracted operations. Services to be contracted shall include:

I1.

A. General Services

Maintain a business office in a location of the administrator’s choosing within the State
of California and pay all costs incidental to the occupancy and maintenance of the office;
Retain sufficient personnel to conduct the business affairs of CARMA,;

Maintain an 800-toll free number for use by members in contacting administrator’s staff;
Once key contacts are established and agreed to by CARMA, any alternate staff must be
accepted and approved by CARMA,;

A member of the Administrator’s staff will be appointed as CARMA’s Recording
Secretary.

B. Leadership and Management

Maintain contacts and participation in key public agency risk managers and insurance
industry organizations such as PARMA (Public Agency Risk Management Authority),
PRIMA (Public Risk Management Association), AGRIP (Association of Governmental
Risk Pools), and CAJPA (California Joint Powers Authority);

Advise members of proposed/newly adopted administrative law or legislative changes;
Exercise initiative in recommending improved organization procedures in the governance
of CARMA as well as produce, prepare and maintain governing documents and
administrative policy manual;

Work with CARMA in introducing and implementing pooling practices including
orientation of new Board members to important trends and activities of pools. Maintain
liaison between member agencies and CARMA to keep members fully informed on the
current status of CARMA affairs;

Maintain operations that meet all regulatory and operational requirements to continue to
qualify for the CAJPA Accreditation with Excellence standard,;

Prepare and file updated Statement of Facts with the Secretary of State and any other
required reports with State Agencies;

Oversee and assist in the preparation and submission of annual reports to the State
Controller’s Office;

Maintain the CARMA website — http://www.carmajpa.org;

Monitor the performance of all external service contractors to ensure compliance with

Accredited with Excellence
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C.

their contractual obligations. Coordinate an annual evaluation by the Board of the service
provider (including Pool Administration). Recommend changes or improvements in the
services provided when needed,

Maintain a general file of all documents, including but not limited to, correspondence,
reports, insurance policies, agendas, minutes, and governing documents;

Assist, when needed, in the selection of risk management and insurance programs,
brokers, insurance companies, claims administrators, claims auditors, actuaries, loss
control specialists, and other professionals whom provide services to CARMA,;

Develop, prepare and maintain the guidelines and standards for accepting new members.
Review and make a recommendation for all new applications for membership to the
Board.

Meeting, Planning and Board Relations

Make arrangements for and attend Board of Directors and Committee meetings;

Prepare, provide, post and distribute descriptive agendas and materials for Board and
Committee meetings in accordance with the governing documents and the Ralph M. Brown
Act;

Within ten working days after the meeting, prepare and distribute minutes of all Board and
Committee meetings;

Act as a filing officer for Annual Statements of Economic Interest (Conflict of Interest
filings) to ensure compliance with FPPC requirements. Disseminate, collect, and
maintained required statements;

Maintain an up-to-date mailing lists of all members, primary contacts, Board and
committee members;

Maintain a general file of all CARMA documents including, but not limited to,
correspondence, reports, insurance policies (and Memorandums of Coverage), notices,
agendas, minutes and all governing documents;

Keep members informed of the affairs of CARMA, including the preparation and
distribution of an annual report to the Board of Directors on the general condition of
CARMA,;

Market CARMA to other interested homogeneous joint power authorities, if requested.
Develop, prepare and maintain the guidelines and standards for accepting new members;
Review applications for membership and make recommendations to the Board regarding
the acceptability of such new applicants;

Arrange, coordinate and prepare necessary documents for an annual strategic planning
meeting.

Accredited with Excellence
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D.

E.

Insurance Program Management

Annually, perform an analysis of self-insurance compared to primary insurance. Conduct
any other necessary studies on such items as loss trends and alternative methods for
reducing costs and appropriate retention levels;

Negotiate fees for services and insurance coverages on behalf of CARMA to minimize
costs and obtain the best possible services. Coordinate with broker in the underwriting
process;

Prepare and distribute a Memorandum of Coverage for the self-insured programs. Prepare
changes to the Memorandums as necessary;

Apprise the Board of any new development of insurance products or programs.

Accounting, Finance and Reporting

Maintain financial records in accordance with generally accepted accounting principles,
including detailed records of all income, expenditures, deposits and withdrawals;

Submit demands for payments to the fiscal agent/bank for payment. Submit payments to
authorized signatories for approval and signing;

Perform monthly bank reconciliation of all accounts;

Prepare interim financial statements to correspond with bi-monthly Board meetings;
Oversee financial reporting and coordinate services with financial audit, including
preparation of the Management Discussion and Analysis;

Maintain an investment policy and submit annually to the Board for its review, pursuant to
Government Code requirements;

Maintain investment records;

Make quarterly reports to the Board on the status of the investments pursuant to
Government Code Section 53445;

Arrange for an annual financial audit by a qualified CPA firm acceptable to the Board,;
Keep the Board informed regarding the need for and timing of actuarial studies and claims
audits;

Oversee and work with CARMA’s actuary in preparing the actuarial study and provide
observations on results. Assist assigned actuary in their review and analysis of self-funded
reserve levels, deposit premium computations, plan design, and utilization of benefits with
the objective of obtaining the best coverage and benefits with the minimum cost to the
members;

Prepare for adoption of the annual budgets and recommend mid-year revisions as
necessary;

Accredited with Excellence
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Annually calculate program year accounting; and
Invoice accordingly for the various CARMA programs.

F. Liability Program Management

Administer the liability coverage program, which includes the coordination and
management of the program;

Prepare and maintain governing documents of the program;

Attend all meetings as necessary and provide the Board with legislative updates;

Prepare and negotiate the contract for claims administration which is to include the claims
administration performance standards set forth by the Board and the liability excess
provider;

Communicate with members regarding liability claims issues;

Conduct quarterly file reviews. Provide a report including findings and recommendations
as well as a response from the TPA to the Board addressing contract and performance
standards compliance as well as claims handling for the TPA;

Prepare and maintain the liability program’s claims procedures manual;

Coordinate the selection of the claims auditor as needed. Review and comment on the audit
findings;

Comply with reporting requirements of the State of California.

G. Risk Management Services

Promote the general development, growth, and expansion of CARMA and the programs it
offers;

Maintain an appropriate website for CARMA to assist in attracting new members and to
better communicate with current members;

Develop and prepare underwriting guidelines and procedures;

Assist CARMA in the selection of risk management and insurance programs, brokers of
record, insurance companies, claims administrators, consultants, and other professionals
who may provide services to CARMA;

Review alternatives for financially strengthening CARMA's pools, and report to the Board
on the status of such alternatives;

Monitor the status of CARMA's programs and operations, member agencies' losses,

Accredited with Excellence
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administrative and operational costs, service companies' and brokers' performance, and
provide the Board with appropriate status reports pertaining thereto;

e Assist assigned actuaries in their review and analysis of self-funded reserve levels, deposit
premium computations, plan design, and utilization of benefits with the objective of
obtaining the best coverage and benefits with the minimum cost to the member agencies;

e Analyze loss runs and individual claims, when necessary, to minimize claims costs to
CARMA,;

e Maintain a computerized data base of all required statistical information on the member
agencies and their claims;

e Provide certificates of coverage, as required; and

e As required, provide advice and assistance to member agencies.

H. Liability Program Services:

Maintain the memorandum of coverage for the excess liability program;

Prepare for Board approval, amendments to the memorandum of coverage, when
necessary;

Maintain files on all claims reported to CARMA;

Recommend to the Board the setting of reserves for those cases that are likely to penetrate
to pooled funds;

Annually, prepare a detailed report on CARMA's Pooled Liability Program showing the
activity by program year and the cumulative activity of all years, including number of
claims, losses which have been incurred by each agency, and the losses which have been
shared through pooling;

Upon the reporting of each claim that has an expectation of exceeding the minimum
incurred loss threshold set by the Board, review said claim for CARMA and report said
claims to the Board at the next scheduled meeting;

Accredited with Excellence
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Throughout the duration of each claim reviewed, periodically review the progress of said
claim for CARMA, and if directed by the Board, take control and assume settlement
authority for the claim;

Periodically, review claims runs submitted by the member agencies;
Provide recommendations for alternative dispute resolution methods, when appropriate;

Provide, as needed, evaluations and critiques of defense attorneys and defense firms
handling claims for the members;

Recommend claim settlements to the Board for approval;

Quiarterly, prepare a report of all open cases which present an exposure to CARMA pooled
funds; and

As required, provide advice and assistance to member agencies.

Additional Services

In the event that additional services or extra work, not covered by this RFP, are desired by CARMA,
such services will be negotiated and agreed to by contract amendment. Prior to the commencing of any
additional services or extra work, Administrator shall prepare a task order describing the scope of work
and costs for the extra services. CARMA shall have no obligation to pay until after the approval of the
task order by the Chairperson of the Board and the contract amended accordingly.

III. PROPOSAL REQUIREMENTS

Proposals should address how the prospective Pool Administrator will provide the requested services. All
proposals should include, at a minimum, specific information in the following categories, in this order:

1. Technical Proposal: A section entitled “Technical Proposal” shall include the following information:

A.

Background of the Firm: Provide an overview of the firm’s background, staff and experience

performing work as requested by this RFP and a summary of the organizational structure and
management approach that will be used to fulfill the RFP’s Scope of Work provisions.

Accredited with Excellence
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B. Detailed Work Plan: Describe the approach, methodology, and processes that will be employed
to accomplish the various tasks proposed. Firm should discuss any value added services and resources it
can provide.

C. Professional Qualifications: Provide a detailed description of the relevant experience of both
your organization and personnel who will be assigned to CARMA (clerical staff need not be
individually named). Detail the roles and responsibilities of each person proposed and the tasks they will
generally perform. Also, provide an estimate of the number of hours per year and each individual that
will be dedicated exclusively to CARMA. Provide an organizational chart depicting the hierarchy of the
firm’s approach to managing CARMA’s contract. Resumes for each individual named (except clerical)
in the proposal shall be included.

D. Firm and Staff Experience: Provide a detailed description of projects that the firm and/or key
staff have worked on that are similar in size, scope and complexity to the services required under this
RFP. Include at least four (4) client or employer references (including the name of a contact person,
street and e-mail address as well as a telephone number) that may be used in contacting the individual
for information concerning qualifications of your firm or staff assigned to this RFP. These references
should be able to directly assess you or your staff’s ability to provide administrative and technical
support to a California public agency insurance risk pool.

E. Eligibility Requirements: Prospective service providers must meet all of the following eligibility
requirements:

I.  Must be incorporated and qualified to operate as a business in the State of California and
principal staff members servicing the account must be housed in a California office;

Ii.  Must have a minimum of five years’ experience in providing pool administration services,
preferably with experience in managing risks of public school district JPAs. In addition, the
firm must demonstrate management experience working with a California Public Agency
Insurance Pool providing risk shared and/or excess insurance coverage and related services.
Management experience can be gained as a direct employee or through contract with the
public agency insurance risk pool;

iii.  Must demonstrate a minimum of three years’ experience providing services to public agency
insurance pools and possess a familiarity with, and experience applying, California laws and
regulations related to Joint Power Authorities and public agency insurance risk pools, the
California Government Code and other applicable statutes, and general risk and insurance
practices;

Accredited with Excellence
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IV.

iv.  Must be capable of providing full range of services outlined in the Scope of Services, and,;

v.  Must warrant there is no conflict of interest that would conflict in any manner with the
performance of services required in this proposal. For prospective service providers who also
provide broker services, describe the name and type of such services, and describe how you
intend to avoid real or perceived financial conflicts of interest in providing both
administrative and broker services to the Authority.

F. Cost Proposal: This section should contain a complete breakdown of all costs relating to the contents
of the proposal, including the maximum total costs, as well as an itemized breakdown of the
compensation required to accomplish the full performance of all tasks outlined in this RFP.

INSURANCE REQUIREMENTS

Proposers shall take out and maintain during the entire term of the agreement insurance pertaining to the
activities associated with the agreement. Proposers will be required to obtain, at their own costs and
expense; all insurance required below and shall provide a certificate of insurance as evidence of
insurance upon signing of the agreement for services.

Insurance:

Workers” Compensation Statutory Limits

Employers Liability $1,000,000 per occurrence limit
Commercial General Liability and Property Damage $1,000,000 CSL per occurrence
Professional Liability $1,000,000 per claim limit
Fidelity Bond (Employee Dishonesty) $1,000,000 per occurrence limit
SELECTION PROCESS

Upon receipt of the proposal, each firm’s response will be reviewed by the and a

of CARMA. Failure to properly address all the items set forth above may disqualify the prospective
responder’s proposal. CARMA reserve the right to reject any or all proposals at their sole discretion. At
its discretion, CARMA may interview one or more firms to further assist in the review and selection

Accredited with Excellence
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VL.

process. CARMA reserves the right to award the contract to the successful candidate at its discretion
depending upon multiple areas of criteria.

A. DEADLINE: Please send four (4) copies of your proposal and correspondence to:
by Friday, January 23, 2012, no later than 5:00 p.m. (late proposals will be

rejected).

B. INQUIRIES: Question regarding this RFP should be directed to:
CARMA will provide the question and responses to all firms who receive this RFP.

SELECTION TIMELINE*
January 23, 2012 Proposals due by 5:00 pm
February 6-7, 2012 Review of proposals
February 20, 2012 Firms selected are notified for interviews
To Be Determined Interview day of selected firms
March 22, 2012 Board approves selection of firm.
March 26, 2012 Selected Firm Notified. Non-selected firms also notified
July 1, 2012 Contract start date

*CARMA reserves the right to cancel and/or modify the above dates at any time or to make a dual
appointment.

Accredited with Excellence
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FINANCIAL MATTERS

SUBJECT: California Asset Management Program Portfolio Review

BACKGROUND AND STATUS:

Since September 2008, CARMA has participated in the California Asset Management Program
(CAMP). On an annual basis, the CARMA investment portfolio is reviewed and an update on
the investment activities related to the CARMA investment portfolio, and in compliance with the
CARMA Investment Policy is provided to the Board of Directors.

As such, Mr. Carlos Oblites, Public Financial Management, Inc. will be in attendance to provide
the Board with a review of the CARMA portfolio and to provide an update on the current market
conditions.

RECOMMENDATION:

None, information only.

REFERENCE MATERIALS ATTACHED:

None

Agenda Item 8.A.
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COVERAGE MATTERS

SUBJECT: Report from the CARMA Cyber Liability Ad Hoc Committee

BACKGROUND AND STATUS:

On November 15, 2011, the Cyber Liability ad hoc committee met via teleconference. Present
were CARMA Staff Karen Thesing, Executive Director; Michael Groff, Litigation Manager;
Ramona Buchanan, Board Secretary; Board Counsel, Craig Farmer; and members of the
committee including Rob Kramer (BCJPIA), Robert Galvan, (MBASIA), Jake O’Malley, Rick
Buys, and Robert Ewing (all with MPA), and Charlotte Hemker-Smith. Prior to the meeting,
examples of this emerging exposure were distributed to the members of the ad hoc committee.

After a full and open discussion, it was decided that CARMA should provide 3™ party liability
coverage for Cyber Liability, but sub-limit the exposure to $1 million per occurrence and subject
to an aggregate of $4 million per CARMA Member to be effective July 1, 2012. The consensus
of the ad hoc committee was to make this recommendation to the Board at the next Board of
Directors’ meeting in Bodega Bay on January 13, 2012.

A definition of Cyber Liability had been drafted by Mr. Farmer and Mr. Groff based on similar
definitions in other Memorandums of Coverage (MOC) including CSJVRMA and BCJPIA. It
was decided to incorporate that definition into the CARMA revised Liability MOC.

Two (2) CARMA Members (CSJIVRMA and BCJPIA) currently exclude Cyber Liability in their
Liability MOCs. Three (3) Members (MPA, VCJPA, and MBASIA) currently do not exclude
Cyber Liability potentially allowing coverage for 3" party liability. All of the Members (except
two cities in MBASIA) participate in PEPIP, an add-on property program which has limited 1%
and 3" party coverage with self-insured retentions (“Retained Limits”) and sub-limits.

The gravamen of the ad hoc committee’s discussion and recommendation is that,
notwithstanding any potential coverage from PEPIP, for any Member who now covers Cyber
Liability losses, that the underlying CARMA Member must first exhaust its Retained Limit
before the CARMA sub-limits even come into play. For any Member who currently excludes
this coverage, the Member’s underlying member or Covered Party must pay the Retained Limit
of $1 million before the CARMA sub-limits will apply. It was also agreed that the PEPIP
coverage will not be considered as “Other Coverage” to satisfy the CARMA Member’s Retained
Limit.

For information only, the CARMA MOC defines a “Member” as “any organization that is a
party to the Agreement creating the California Affiliated Risk Management Authorities.” A
“Covered Party” means (a) A Member of the Authority. This includes all entities named in the
Declarations page . . .” In the CARMA Master Plan Document, a “Member” is defined as “any
organization that is a party to this Agreement.” For all intent and purpose, a “Member” refers to
CSIVRMA, BCJPIA, VCIPA, MPA, or MBASIA.

Agenda Item 9.A.
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A consensus was also reached that, although encouraged, it is not CARMA’s role to monitor or
require the Members or their underlying members or Covered Parties to undertake certain “best
practices” or to comply with federal and state “red flag” laws or policies to protect personal and
private information. This responsibility falls squarely on the CARMA Member to notify their
underlying members or Covered Parties of this responsibility.

Craig Farmer, Board Counsel, has proposed the following definition of Cyber Liability and the
proposed exclusion language to be recommended to the Board:

Page 5 Definitions

8. "Cyber Liability" means any liability arising out of or related to the acquisition, storage,
security, use, misuse, disclosure, or transmission of electronic data of any kind, including,
but not limited to, technology errors and omissions, information security and privacy,
privacy notification cost, penalties for regulatory defense or penalties, website media
content, disclosure or misuse of confidential information, failure to prevent unauthorized
disclosure or misuse of confidential information, improper or inadequate storage or
security or personal or confidential information, unauthorized access to computer systems
containing confidential information, or transmission or failure to prevent transmission of
a computer virus or other damaging material.

[Thereafter the definitions that follow Cyber Liability beginning with the word "Dam"
will have their numbers changed by one digit so that the current 8. Dam will be 9. Dam
and so forth through the end of the definitions section.]

Page 15 Exclusions
32. Claims arising out of Cyber Liability.
“Notwithstanding this exclusion, coverage under this Memorandum is provided, in excess
of the $1,000,000 Covered Party's Retained Limit and any other available insurance first
paid, for Damages and Defense Costs of up to $1,000,000 per Occurrence and subject to
an aggregate limit of $4,000,000 per Member.”

RECOMMENDATION:

The ad hoc committee will recommend to the Board that the CARMA MOC be revised effective
July 1, 2012, to provide 3rd party liability coverage for Cyber Liability subject to the applicable
sub-limits discussed above and also subject to any other exclusions and conditions in the MOC.

REFERENCE MATERIALS ATTACHED:

None

Agenda Item 9.A.
Page 2 of 2
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MARKETING MATTERS

SUBJECT: Commercial Marketing Strategy

BACKGROUND AND STATUS:

Annually, representatives from Alliant Insurance Services, Inc. provide an update on the status of
the current excess market and a plan for the upcoming renewal of CARMA'’s reinsurance and
excess policies.

Attached to this staff report is a letter from Mr. Michael Simmons, Alliant Insurance Services,
Inc., providing CARMA with a marketing report for the 2012/2013 program year. Mr. Simmons
will be present at the meeting to discuss this strategy, as well as answer questions from the
Board.

Further, Alliant Insurance Services, Inc. has notified CARMA of a proposed change in the
CARMA service team whereby Ms. Susan Adams will be focusing on pool management, and
Mr. Seth Cole will be transitioning to the CARMA service team to replace Ms. Adams. Mr.
Simmons will take this opportunity to introduce Mr. Cole to the CARMA Board of Directors.

RECOMMENDATION:

None, information only.

REFERENCE MATERIALS ATTACHED:

e CARMA 2012/2013 Marketing Report dated December 12, 2011

Agenda Item 10.A.
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December 12, 2011

Ms. Karen Thesing

Manager, Program Administration
Bickmore Risk Services and Consulting
1750 Creekside Oaks Drive, Suite 200
Sacramento, CA 95833

CARMA 2012/2013 Marketing Report
Dear Karen:

This letter outlines our renewal marketing strategy for CARMA for the 2012/2013 coverage year
for you and the CARMA Board to consider. Alliant looks forward to review this strategy and
gaining feedback at the upcoming meeting on January 13™. Alliant has been successful in
improving CARMA excess liability placement continually since 2007 with both 1) increased
limits and 2) decreased premiums and rates, as shown in the following graphs. The graph below
provides an overview of the excess limits placed and their annual premiums.

Historical Excess Premiums & Limits
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Surprisingly, the general casualty market continues to remain generally “soft’, meaning that we
do not expect any significant increases®. Insurers are expected to report modest, but positive,
investment income, which along with another year fair loss experience will contribute to a
stabilizing market. Although casualty lines have been generally stable, some segments are

L SIGNIFICANT increase is highlighted for two key reasons; We are still five months from the release of renewal
quotes, and general marketplace conditions can obviously be influence with regional claims experience as well as
CARMA individual experience
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continuing to experience problem, such as California Workers’ Compensation and a gradual rise
in property has begun, with significant increases expected for D.1.C. (Earthquake & Flood).

Historical Limits Profile
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The graph above profiles the CARMA’s historical limits, including the retained limit, the first
layer of excess limits and the second layer of excess limits. In 2008, CARMA reduced their
retained limit from $4,000,000 to $3,000,000 and purchased an additional $5,000,000 in excess
limits. The rates for each of these layers are shown in the following graph.
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Our_recommendation for the 2012/2013 year is to have early discussions with Am Trust and
determine if they anticipate any changes to the current program, i.e., rate increases, changes in
coverage, etc. and if nothing significant is expected, to renew the program with AmTrust. On the
other hand, if they advise us that they will be requesting significant changes in the current
programs terms or conditions, we recommend marketing CARMA to just the select insurers that
showed interest last year in the First Excess Layer. These include:

Everest Re
Genesis
Ironshore
Selective
Brit

arwDE

Colony has been your carrier above this layer for the past eight years. This Second Excess Layer
should always be marketed and has been marketed and as is reflected in the above chart, Colony
has reduced their rates/premium each year as a result of competition from marketing.

Insurance Marketing History

We have marketed CARMA’s excess liability insurance program since 2007 to ascertain which
carriers would be interested in providing excess liability coverage to CARMA and at what terms
and conditions. Prior to 2007, CARMA purchased reinsurance from American Reinsurance from
1997 until 2007. American Re was a good partner with CARMA, but unfortunately, due to
adverse loss experience, American Re was unable to offer a competitive program in 2007 as they
were in a deficit position.

In 2007, we marketed CARMA to American Re (incumbent), Genesis, and C.V.Starr (Everest
Re), through the Alliant National Municipal Liability Insurance program (ANML). We received
quotes from American Re and C.V.Starr. The Board requested us to bind coverage with Everest
Re and Colony for total limits of $20,000,000 xs CARMA’s retained limit of $5,000,000 for a
premium savings of $577,610. This placement also increased the excess limits from
$15,000,000 in 2006 to $20,000,000 at this premium savings.

In 2008, we did not market CARMA as we had just changed from American Re to Everest Re.
We did make inquiries to the market to see if there was interest in quoting and there was not at
that time given we had just changed carriers. However, we were able to obtain favorable terms
from Everest Reinsurance that allowed CARMA to decrease their self insured retention from
$4,000,000 to $3,000,000 and purchase an additional $5,000,000 in excess limits. The combined
premium increase for these two events was $486,000 which was less than CARMA was funding.

In 2009, we did send CARMA specifications to CSAC-EIA to obtain a quotation. They quoted
$30,000,000 xs $4,000,000 for $1,500.000. However, they were not willing to delete their
subsidence exclusion and coverage would be issued via an excess policy rather than reinsurance.

3
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We negotiated renewal terms with Everest Re for a premium reduction from $1,600,000 to
$1,355,000 and Colony from $678,563 to $540,000 for a total reduction in premium of $383,563.

In 2010, we again sent CARMA specifications out to thirteen (13) excess liability
insurance/reinsurance carriers. All but the incumbents either declined or did not respond to the
request for quotation. Only the incumbents quoted. Everest Re offered renewal pricing same as
expiring at $1,355,000 and Colony reduced their premium to $530,000.

Last spring, we sent CARMA 2011 renewal specifications to the underwriters for ANML,
Everest Re, Colony, Genesis, Ironshore, Brit and Selective. We requested quota share quotations
within CARMA's retained layer in addition to excess limits proposals. We did receive quota
share quotation from Genesis and Selective, however the savings was not enough for CARMA to
decide to transfer these liabilities. We also received excess quotations from Everest Re, Am
Trust, the new ANML insurer, and Genesis whose indication was not competitive. The Everest
Re and Am Trust proposals were very similar in price, with the deciding factor being that Am
Trust was willing to delete the arbitration clause in their reinsurance document. Coverage was
bound with Am Trust at a premium of $1,071,200 and Colony at $501,000 for a total premium of
$1,572,200 for a premium savings of $164,200.

We have been successful in refining the CARMA program over the years, obtaining increased
limits and reducing the premium. As this is the first year with Am Trust and we have
approached the insurance market this last renewal, we would recommend renewing with Am
Trust and Colony. If you have any questions, please let us know.

Sincerely,

Susan D. Adams Michael Simmons

Assistant Vice President Vice Chairman — Public Entities
sadams@alliantinsurance.com msimmons@alliantinsurance.com
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PRESENTATIONS

SUBJECT: Board of Directors’ Service Plaques - Ms. Linda Abid-Cummings
(CSJVRMA) and Mr. John Stroh (VCJPA)

BACKGROUND AND STATUS:

Currently, the CARMA Board of Directors is comprised of a Representative and Alternate
Representative from each Member of CARMA. These representatives serve on the Board of
Directors until the Member JPA appoints a new representative or alternate representative to the
Board, or a representative leaves or retires from its Member JPA.

This item has been placed on the agenda to announce the retirement of Mr. John Stroh (VCJPA)
and Ms. Linda Abid-Cummings (CSJVRMA) from the CARMA Board of Directors. Mr. Stroh
has represented VCJPA since 1997, serving as Treasurer and Vice President to the Board, with
Ms. Abid-Cummings serving as representative for CSJVRMA since 2008.

Plaques will be presented in appreciation and recognition of their service and dedication to the
CARMA Board of Directors. Since neither representative will be present at the meeting, the
plaques will be mailed to Mr. Stroh and Ms. Abid-Cummings thereafter.

RECOMMENDATION:

Present plaques in recognition of the service and dedication to the CARMA Board of Directors
by these CARMA Board Members.

REFERENCE MATERIALS ATTACHED:

None

Agenda Item 11.A.
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