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This Memorandum and any endorsements thereto are a description of the terms and conditions

of the Program through which certain specified and limited self-insured risks of liability are
administered by the Authority and shared by its Members. This Memorandum is not an insurance
policy. As provided in Section 990.8 of the California Government Code and appellate court cases
of Orange County Water District v. Association of California Water Agencies JPIA (1997) and City
of South El Monte v. Southern California Joint Powers Insurance Authority (1995), the pooling of
self-insured claims or losses among the Members of the Authority shall not be considered
insurance nor be subject to regulation under the Insurance Code.
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. INTRODUCTION

This Memorandum of Coverage (hereinafter Memorandum) is a description of the terms
and conditions of the Liability Program (hereinafter Program) through which certain self-
insured risks of liability are administered by the California Joint Powers Insurance
Authority (hereinafter Authority) and shared by its Members pursuant to the Joint Powers
Agreement creating the Authority under the provisions of Section 6500 et seq. of the
Government Code.

As provided in Section 990.8 of the Government Code, pooling of losses in this Program is
not insurance. The sole duty of the Authority is to administer the Program adopted by the
terms of this Memorandum and the Joint Powers Agreement. There is no transfer of risk
from the Member or any Protected Party to the Authority nor assumption of risk by the
Authority.

The provisions of the Program are subject to and subordinated to the Joint Powers
Agreement or any action taken by the Executive Committee or the Board of Directors in
connection with the Program. This Program has been adopted pursuant to action taken by
the Executive Committee, and is subject to any amendment, modification or extension by
the Executive Committee or the Board of Directors.

The terms of this Memorandum shall be construed in an evenhanded fashion in
accordance with the principles of California contract law. If the language of this
Memorandum is alleged to be ambiguous or unclear, the issue of how the protection
should apply shall be resolved in a manner most consistent with the relevant terms of this
Memorandum without regard to authorship of the language and without any presumption
of arbitrary interpretation or construction in favor of either the Protected Party or the
Authority. Any controversy or dispute arising out of or related to an interpretation or
breach of this Memorandum shall be settled in accordance with the appeals procedures as
set forth in this Memorandum.

Throughout this Memorandum, words and phrases that appear in bold print are defined in
Section lll. DEFINITIONS.

II. PROTECTION PROVIDED

A. Payments on Behalf of Protected Parties — Excess Liability Program — please see
Endorsement

Subject to all provisions of this Memorandum, the Authority will cause the Program to
pay on behalf of the Protected Party all sums that the Protected Party shall become
legally obligated to pay as Damages by reason of Tort Liability imposed by law, or the
Tort Liability of others assumed in a Protected Contract, because of:

1. Bodily Injury or Property Damage, including Automobile Liability
2. Personal Injury;

3. Public Officials Errors and Omissions;

Memorandum of Coverage
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4. Broadcast/Publication Injury;
5. Employment Practices Injury; or
6. Employee Benefit Administration Liability

caused by an Occurrence during the Protection Period, to which this Memorandum
applies.

Coverage provided under this Memorandum is funded through Member contributions for a
pooled layer of coverage, and backed by reinsurance purchased by the Authority on behalf
of its Members for higher layers of coverage, per Government Code section 990.8(d). In the
event of failure by the reinsurer to pay or reimburse for Damages or Defense Costs within
the reinsured layer of coverage, due to insolvency, the maximum Protection Limit will be not
more than the pooled layer of coverage, provided that this limitation shall not relieve any
reinsurer of its obligations under its reinsurance agreement, and shall not relieve the
Authority of its coverage obligations if reinsurance coverage is established and is collectible.
In the event of a failure by the reinsurer to pay or reimburse for Damages or Defense Costs
within the reinsured layer of coverage, due to the application of an exclusion in the
reinsurance agreement, no coverage shall apply under this Memorandum within that layer.

B. Defense and Settlement — Excess Liability Program — please see Endorsement

The Authority, at the shared expense of its Members, and out of funds of the Program
deposited or obligated to be deposited by its Members, shall investigate, negotiate, settle, or
Defend, at the Authority’s sole discretion, any Claim which has been tendered to the
Authority and which in the sole opinion of the Authority is encompassed by this Program.
The Authority shall control selection of defense counsel. Defense Costs incurred by the
Protected Party prior to the tender of the Claim, as required by Section V. CONDITIONS
AND RESPONSIBILITIES, to the Authority are the sole obligation of the Protected Party.
The date of the tender of the Claim shall be the date written notice of said Claim is received
at the Authority’s offices (or it's designated Claims Administrator).

The obligation of the Authority as described above shall cease to apply after the Protection
Limit has been exhausted by any combination of payments hereunder for judgments,
settlements, or Defense Costs, or if the Authority tenders the Protection Limit on behalf of
any Protected Party. For purposes of excess insurance or reinsurance, any Defense Costs
incurred prior to the tender of the Protection Limit shall be deducted from theProtection
Limit that is tendered.

With respect to any Claim or part thereof which has been tendered to the Authority and over
which the Authority assumes full or partial responsibility or charge of the settlement or
Defense, the Authority shall, if applicable, cause the Program to pay:

1. All expenses incurred by the Authority on behalf of a Protected Party;

2. Costs taxed against a Protected Party in the Claim; and

Memorandum of Coverage
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3. Other reasonable expenses incurred by a Protected Party at the Authority’s
request to assist the Authority in the investigation or Defense of the Claim; but
this shall not include the office expenses of the Protected Party, the salaries of
Employees or officials of the Protected Party, nor expenses of any claims
administrator engaged by the Protected Party.

With respect to a Claim for which the Authority has determined that only a portion is
encompassed by this Program, the Authority shall cause the Program to fund any Defense
to the Claim against the Member and any settlement or final judgment of that Claim, subject
to the reservation by the Authority of the right to recover from the Member any amounts
paid by the Authority for such settlement or final judgment which are paid to claimants for
Claim, or portions thereof, not encompassed by the Program.

With respect to a Claim for which the Authority has determined that no portion is
encompassed by this Program, the Claim shall be referred, in its entirety, back to the
Protected Party. With respect to a Claim for which the Authority, its Employee, or an
Executive Committee member is a defendant or the claimant, special counsel shall be
ssigned to monitor the handling of the case by the Authority.

The payment of Defense Costs will reduce the Protection Limit under this Program.
C. Protection Limit

The Protection Limit shown on the Cover Page and the rules below determine the most the
Program will pay, inclusive of Defense Costs, regardless of the number of:

1. Protected Parties;
2. Claims made; or
3. Persons or organizations that sustain injuries or Damages.

The Protection Limit stated on the Cover Page is the most the Program will pay per
Member for the sum of Damages, Defense Costs and expenses as included in Section B.
Defense and Settlement under any or all or any combination of Bodily Injury, Property
Damage, Personal Injury, Public Officials Errors and Omissions, Broadcast/
Publication Injury, Employment Practices Injury, Employee Benefit Administration
Injury, or Chief Executive Separation Payment arising out of any one Occurrence.

For the purpose of determining the Protection Limit all Bodily Injury, Property Damage,
Personal Injury, Public Officials Errors and Omissions, Broadcast/Publication Injury,
Employment Practices Injury, Employee Benefit Administration Liability, or Chief
Executive Separation Payment arising out of exposure to substantially the same general
condition(s), the same act, policy, or course of conduct by a Protected Party shall be
considered as arising out of one Occurrence. All protection shall be deemed to arise from a
single Occurrence where the underlying cause is continuous or repeated exposure to the
same generally harmful conditions, such as a breach or breaches of security, malware, virus,
hacking, or similar cyber-related events. All Claims which allege Occurrences extending to
a duration of more than one Protection Period shall be treated as a single Occurrence
arising during the first Protection Period when the Occurrence begins.

Memorandum of Coverage
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Any actual or alleged loss of use of tangible property not physically injured or destroyed shall
be deemed to occur at the time of the Occurrence that caused such loss of use. Any other
injury or damage occurring or alleged to have occurred over more than one Protection
Period shall be deemed to have occurred during the Protection Period when the
Occurrence began.

For an Additional Contribution, Tort Liability may be assumed in a Protected Contract
on behalf of a Railroad, and the Protection Limit for such assumed Tort Liability shall be
$2,000,000 per occurrence and in the aggregate. For purposes of this coverage, the
Additional Contribution shall be determined based upon the number of railroad crossings
for which a Member seeks coverage.

D. Statutory Limitations

Notwithstanding Sections Il.A. Payments on Behalf of Protected Parties and II.B. Defense
and Settlement above, the defense and/or indemnity protections afforded by this agreement
to a past or present elected or appointed official or Employee of a Member are not broader
than the Member’s own duty to defend and indemnify its official or Employee under
California Government Code sections 825, et seq. and 995, et seq. All immunities, defenses,
rights, and privileges of the Member under the Government Code apply to the Program as
well, including any defense that the official or Employee acted outside the course and scope
of employment or acted with fraud, corruption or actual malice, or any defense that the action
or proceeding or type of damage sought is not the type for which the Member is obligated to
provide defense and/or indemnity. The defense and/or indemnity protections are also
subject to all the terms, conditions, and Exclusions of this Memorandum and do not apply if
not covered by this Memorandum, even if an obligation to defend and/or indemnify would
exist under the Government Code.

E. Territorial Limitation

This Memorandum applies to Claims arising out of Occurrences during the Protection
Period, anywhere in the world, that are filed in the state or federal courts of the United States
of America.

F. Chief Executive Separation Payment — Excess Liability Program — please see
Endorsement

This Program will also pay a Chief Executive Separation Payment to an eligible Chief
Executive who is separated from employment involuntarily, by the governing body of the
Member. A Chief Executive that is forced to resign in lieu of termination will also be eligible
for the Chief Executive Separation Payment. A Chief Executive that is subjected to a
Termination for Cause, as defined in this Memorandum, shall not be eligible for the Chief
Executive Separation Payment, nor will an interim or acting Chief Executive. The
Authority at its sole discretion shall determine eligibility for the Chief Executive Separation
Payment.

Memorandum of Coverage
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Conditions of eligibility require the separated Chief Executive to place the Authority on
notice of intent to be considered for the Chief Executive Separation Payment within 60
days of the date of separation. The Chief Executive will be required to complete and
submit a Waiver to the Authority, within 60 days of the date of separation. The Chief
Executive will further be required to submit a Certification to the Authority within 60 days
following the Waiting Period. Failure to complete the Waiver or Certification shall render
the Chief Executive ineligible for the Chief Executive Separation Payment.

The Authority will compute the proper payment, and payment shall commence within 30
days following the submission of the first Certification. For a qualifying Chief Executive
who has applied for, but not yet received benefits from a public retirement system, the
Authority will require the Chief Executive to provide written proof, from the provider, of
the amount of public retirement benefit to be paid, prior to calculating and paying the Chief
Executive Separation Payment. Payments will be made in arrears where necessary.

The Chief Executive Separation Payment shall not be considered “unemployment
insurance,” nor shall it be considered a “severance” payment.

The Chief Executive Separation Payment can only be waived by the Chief Executive if
it is specifically noted, by name, within any separation or employment agreement entered
into with the Member.

lll. DEFINITIONS - Excess Liability Program — please see Endorsement for additional
definitions

Additional Contribution means an assessment charged to a Member for the cost or
additional exposure associated with the Member’s participation in an optional liability
protection available through this Memorandum.

Administration under Employee Benefits Administration Liability means:

A. Giving counsel to employees with respect to the Employee Benefits Programs;
B Interpreting the Employee Benefits Programs;

C. Handling of records in connection with the Employee Benefits Programs; or
D

Effecting enrollment, termination, or cancellation of employees under the Employee
Benefits Programs, provided all such acts are authorized by the Member.

Aircraft means any vehicle designed to transport people or property through the air but
does not include Small Unmanned Aircraft, as defined in 14 Code of Federal Regulations,
Section 107.3.

Airport means any locality either on land or water which is adopted for the landing and
taking off of Aircraft, including all land, water, buildings, structures, equipment or other
improvements necessary or convenient in the establishment and operation of an Airport.

Authority means the California Joint Powers Insurance Authority.

Memorandum of Coverage
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Automobile means a land motor vehicle, trailer, or semi-trailer.

Automobile Liability means Tort Liability for Bodily Injury or Property Damage, arising
from the use of an Automobile by a person defined in the Protected Party definition,
Sections B., E. or F.

Bodily Injury means bodily injury, sickness, or disease sustained by any person, including
death resulting from any of these at any time.

Broadcast/Publication Injury means injury caused by or arising out of:

A.  Any form of defamation or other tort related to disparagement or harm to the
character, reputation or feelings of any natural person or organization including but
not limited to libel, slander, product disparagement, trade libel, infliction of emotional
distress, outrage, or outrageous conduct;

B.  Any form of invasion of, infringement of, or interference with rights of privacy or
publicity; including but not limited to false light, public disclosure of private facts,
intrusion, and commercial appropriation of name or likeness;

C. Infringement of copyright or trademark;
Plagiarism or piracy or misappropriation of ideas under implied contract;

E. Unauthorized use of names, trade names, trademarks, service marks, titles,
formats, ideas, characters, character names, characterizations, performances, plots,
musical compositions, slogans, program material, or any other similar material; or

F. Denial of access to broadcast facilities based upon application of judgment or
standards relating to the acceptability of material for public broadcast; committed in
the course of the Protected Party’s broadcast or publication activities.

Certification means a signed statement by a Chief Executive that he or she is entitled to
the Chief Executive Separation Payment because he or she is unemployed or is
employedbut receiving Compensation that is lower than he or she was earning at the time of
the Occurrence. The initial executed Certification is a form provided by the Authority and
must be received within 60 days following the Waiting Period.

Chief Executive means the governing body-appointed chief administrative officer of a
Protected Party whether called city manager, chief administrative officer, general manager
or other title designating the highest appointed official of the governmental entity.

Chief Executive Separation Payment means a payment that shall be paid once a month, in
arrears, for a time period not to exceed six months, following the Waiting Period. The
payment shall equal the amount of the Chief Executive’s salary at the time of the separation
of employment Occurrence, plus payment of the Medical Benefit, less the total amount of
Compensation being received after the separation of employment Occurrence and any
other payments made to the Chief Executive, by the member, during the payment period.
The term ‘salary’ shall be calculated in the same manner as ‘pensionable compensation’ as
defined by Government Code section 7522.34, and applicable related regulations.

Memorandum of Coverage
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Claim means a notice, demand, or Suit against a Protected Party to recover Damages.
Claim does not include an administrative claim filed with the Equal Opportunity Employment
Commission, the California Department of Fair Employment and Housing, Public
Employment Relations Board or other similar state or federal administrative agency.

Compensation for purposes of computation of the Chief Executive Separation Payment
means:

A. Wages or salary earned as an employee of a new employer, subsequent to
separation,

B. Payments from a defined benefit retirement plan commencing subsequent to
separation for which benefits were earned while employed by the Member,

C.  Unemployment insurance, and

Income earned from self-employment or from work or activities as an independent
contractor, consultant, or in a similar capacity subsequent to separation.

Compensation does not include Social Security, Medicare or disability benefits.
Dam means a structure described by California Water Code sections 6002 through 6004.

Damages means compensation in money recovered by a party for loss or detriment it has
suffered through the acts of a Protected Party. Damages does not include defense of
Claims, fines, or any punitive, exemplary or multiplied damages or non-monetary relief or
redress or injunctive relief, nor does it include attorney fees or costs awarded to the
prevailing party in a Claim or Suit, except where such attorney fees or costs are attributable
to a claim for compensatory damages covered by this Memorandum.

Defense Costs means all fees and expenses incurred in connection with the adjustment,
investigation, defense, and appeal of a Claim covered hereunder, including attorney fees,
court costs, premiums for appeal bonds, and interest on judgments accruing after the entry of
judgment, and also shall include the costs of any claims administrator or defense counsel
assigned by the Authority to respond to any Claim on behalf of the Authority. Defense
Costs shall not include the office expenses of the Protected Party, nor the salaries of
employees or officials of the Protected Party, nor expenses of any claims administrator
engaged by the Protected Party. Defense Costs also do not include any fee or expense
relating to coverage issues between the Authority and any Protected Party.

Discrimination means injury caused by or arising out of:

A. Unlawful discrimination because of race, sex, color, age, religion, or national origin,
or membership in any similar legally protected class; or

B.  Violation of the discrimination prohibitions of the Americans with Disabilities Act of
1990, any rules or regulations promulgated thereunder and amendments thereto or
similar provisions of any federal, state, or local statutory law or common law.

Memorandum of Coverage
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Employee means any person falling within the definition of “employee” under section 810.2
of the Government Code. That section provides: “Employee includes an officer...employee,
or servant, whether or not compensated, but does not include an independent contractor.”
Employee also includes any volunteer designated by the Member to perform specific
functions in the course and scope of authorized activities under the direction and control of
the Member.

Employee Benefit Administration Liability means liability for injury or damage caused by
or arising out of any negligent act, error or omission of the Protected Party in the
Administration of the Member’s Employee Benefits Programs.

Employee Benefits Program means group life insurance or self-insurance, group medical,
dental or vision-care insurance or self-insurance, pension plans, retirement plans, deferred
compensation plans, workers’ compensation, unemployment insurance, social benefits,
disability benefits, and other similar employee benéefits.

Employment Practices Injury means injury arising out of the following offenses:
A. Wrongful dismissal, discharge, or termination of employment;
Breach of any oral or written employment contract or quasi-employment contract;
Employment-related coercion or misrepresentation;
Violation of employment discrimination laws;
Workplace sexual or other harassment;
Wrongful failure to employ or promote;

Wrongful discipline, negligent evaluation, or wrongful demotion;

o mmoo

Wrongful deprivation of a career opportunity; or

Employment-related:

1. Invasion of privacy,
2. Defamation, or
3. Wrongful infliction of emotional distress.

Fungi means any type or form of fungus, including mold or mildew and any mycotoxins,
spores, scents, or byproducts produced or released by fungi.

Hostile Fire means a fire that becomes uncontrollable and breaks out from where it is
intended to be.

Levee means a permanent embankment intentionally constructed for the purpose of
preventing overflow of a watercourse or body of water.

Medical Benefit means the cost of all benefits to which a Chief Executive is entitled under
the Comprehensive Omnibus Budget Reconciliation Act of 1986 (COBRA). The Chief
Executive may provide proof of medical coverage from an alternate provider, not to exceed
the cost of coverage through COBRA.

Memorandum of Coverage
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Member means the entity, including all of its departments and constituent agencies, that is a
signatory to the Joint Powers Agreement creating the Authority as may be amended from
time to time, which has adopted a resolution to participate in the Program, and whose name
appears on the Cover Page of this Memorandum. Member includes any other agency for
which the Member’s governing board or council acts as the governing board, and also
includes any commissions, agencies, districts, authorities, successor agencies, boards, or
similar entities coming under the Member’s sole direction and control. Member shall include
any other agency authorized by the Authority’s Executive Committee or Board of Directors.

Memorandum means this Memorandum of Coverage — Primary Liability Program authorized
by the Joint Powers Agreement of the Authority specifying the terms and conditions of the
Program through which certain specified and limited self-insured risks of liability are
administered by the Authority and shared by its Members.

Nuclear Material means “source material,” “special nuclear material,” or “by-product
material” as those terms are given meaning in the Atomic Energy Act of 1954 or any law
amendatory thereto.

Occurrence means:

A. With respect to Bodily Injury or Property Damage, an accident, including continuous
or repeated exposure to conditions, that first occurs during the Protection Period and
that results in BBodily Injury or Property Damage neither expected nor intended
from the standpoint of the Protected Party;

B. With respect to Public Officials Errors and Omissions, actual or alleged conduct
described in the definition of Public Officials Errors and Omissions during the
Protection Period;

C. With respect to Employee Benefits Administration Liability, actual or alleged conduct
described in the definition of Employee Benefits Administration Liability during the
Protection Period;

D. With respect to Personal Injury, Broadcast/Publication Injury, and Employment
Practices Liability, an offense described in the definitions of those terms; or

E. With respect to Chief Executive Separation Payment, injury arising out of:

1. Dismissal, discharge, resignation in lieu of termination or termination of the
employment of a Chief Executive; or

2. Failure to renew an employment contract which results in termination of the
employment of a Chief Executive

for which liability on the part of a Protected Party can be settled through the
acceptance by the Chief Executive of a Chief Executive Separation Payment in
exchange for a Waiver and Certification.

F. All claims based on or arising out of Harassment or similar conduct (including
molestation or sexual abuse) by an Employee, or more than one Employee

Memorandum of Coverage
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acting in concert, will be considered arising out of one Occurrence and shall be
deeming to have been committed at the time of the first of such acts or alleged acts,
regardless of the number of:

1. Protected Parties;
2. Claims made; or
3. persons or organizations that sustain injuries or Damages.

If a series of wrongful acts committed by one Employee, or more than one Employee
acting in concert, takes place over more than one Protection Period, the wrongful
acts will be deemed to have been committed during the first Protection Period and
only the Protection Limit for that Protection Period shall apply.

Personal Injury means injury, other than Bodily Injury, Property Damage or Public
Officials Errors and Omissions, resulting from one or more of the following offenses:

A. False arrest, detention, or imprisonment;

B. The use of force for the purpose of protecting persons or property;
C. Malicious prosecution or abuse of process;
D

Wrongful entry by any employee of the Member into a room, dwelling, or other similar
premises that a person occupies;

E. Wrongful eviction by any employee of the Member of a person from a room, dwelling,
or other similar premises that such person occupies;

F. The publication or utterance of a libel or slander, including statements that disparage
a person’s or organization’s goods, products, or services;

A publication or utterance that violates a person’s right of privacy;

H. Interference with an existing or prospective economic advantage, contract, or
agreement;

I. Discrimination;

J. Violation of civil rights; or

K. Infliction of emotional distress.
Pollutants/Hazardous Materials includes without limitation:

A. Any flammable or explosive substances, radioactive materials, asbestos, poly-
reproductive toxicity, pollutants, contaminants, hazardous wastes, toxic substances,
or related materials which are regulated by or under any federal,state, or local
environmental law;

Memorandum of Coverage
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B.  Any material identified as hazardous in Sections 66261.10 through 66261.126 of
Title 22 of the California Code of Regulations, as amended from time to time
(collectively);

C. Any solid, liquid, gaseous or thermal irritant or contaminant, including smoke, vapor,
soot, fumes, acids, alkalis, chemicals, and waste. The term “waste” includes
materials to be recycled, reconditioned, or reclaimed; or

D.  Fungi and bacteria of any kind, unless caused by an otherwise covered
Occurrence.

Program means the California Joint Powers Insurance Authority Primary Liability Protection
Program described by this Memorandum and the Joint Powers Agreement of the Members

creating the Authority. The Program is a fund created by the Members for the purpose of
pooling self-insured losses.

Property Damage means:

A. Physical injury to or destruction of tangible property which occurs during the

Protection Period, including the loss of use thereof at any time resulting there from;
or

B. Loss of use of tangible property that has not been physically injured or destroyed

provided such loss of use is caused by an Occurrence during the Protection
Period.

Protected Contract means a written agreement that satisfies all of the following:

A.  The agreement pertains to the Member’s operations and by the contract terms the
Member assumes the Tort Liability of another to pay damages because of Bodily
Injury or Property Damage to a third person or organization;

B. The agreement is entered into prior to the Bodily Injury or Property Damage for
which a Claim is made; and

C. The agreement, including its value, is reported by the Member and approved by the
Authority through issuance of an evidence of coverage letter prior to the Bodily
Injury or Property Damage and the value is added to the Member’s annual payroll
for use in any retrospective deposit or annual contribution computation.

A Protected Contract may cover an architect, engineer, or surveyor for his or her role as a
Public Official, except for the application of Sections B.1. and B.2. below. Protected

Contract may apply to contract public works directors, building officials, planning directors,
city managers, Chief Executives, city attorneys, city prosecutors, redevelopment directors,
or other contracted Public Officials for occurrences arising out of their official duties, but this

coverage applies only to the named contract Public Official and does not extend to other
individuals within the contractor’s firm.

A Protected Contract does not include any part of any contract or agreement:

Memorandum of Coverage
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A