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Board Members
Biographies

JEANNE CAIN

Jeanne Cain serves as executive vice president of the California Chamber of Commerce where she
oversees the development of public policy and strategy for issues such as transportation, water,
energy, tax, litigation, education, employee benefits, and insurance.

Cain is also the Chair of the State Compensation Insurance Fund, a Board Member of both the Civil
Justice Association of California and the Pacific Business Group on Health, and a member of the
California Housing Consortium’s Board of Governors.

Prior to coming to the Chamber, Cain was vice president of the American Insurance Association,
where she led the association's western regional operations overseeing all state government affairs
for the 10-state region. Before joining the association, Cain worked for four years as vice president
of government relations for the California Chamber of Commerce serving as chief legislative
advocate and specialist on health care issues. She has over 20 years of government experience
that includes service in Governor Pete Wilson's administration as legislative secretary and deputy
chief of staff, and deputy secretary of program and fiscal affairs and associate secretary of
legislative affairs in the Health and Welfare Agency. Before accepting her appointment with the
Wilson administration, Cain was the deputy director for administration and fiscal integrity at the
Major Risk Medical Insurance Board.

In addition, Cain’s job tenure included working for the California Department of Finance and for the
Fiscal Committee of the California Assembly. Both positions required a strong working knowledge of
the budget process, including bond financing.

Cain, of Rocklin, is a graduate of California State University, Sacramento with a Bachelor of Arts
degree.

SHERYL CHALUPA

Sheryl Chalupa has served Goodwill Industries of South Central California as President and Chief
Executive Officer since April 2001. Before joining Goodwill Industries, Chalupa served as Executive
Director of Girl Scouts — Joshua Tree Council.

Chalupa holds a Master’s Degree in Public Administration and a Bachelor's Degree in Political
Science, both from California State University, Bakersfield. Additionally, she holds a Certificate in
Nonprofit Management from Case Western Reserve University in Cleveland and is a Certified
Executive with Goodwill Industries International.

With Goodwill Industries, Chalupa currently serves as a member of the Goodwill Industries
International Board of Directors and Chair of the Goodwill Industries International Conference of
Executives. Her involvement with the community includes membership in the Bakersfield Rotary
Club and service on the boards of the Greater Bakersfield Chamber of Commerce, WESTEC
(Westside Energy Services & Education Center), the CSUB Alumni Board, and CSUB Public Policy
and Administration Advisory Board. In 2007, Governor Arnold Schwarzenegger appointed her to the
State Compensation Insurance Fund Board of Directors.

A native of McFarland, Chalupa is married with three grown daughters, and one granddaughter.
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JOHN DUNCAN

John Duncan, for the second time in his career, has been appointed Director of the California
Department of Industrial Relations (DIR).

Duncan has had a distinguished career in both state and federal service including an appointment as
special assistant to former U.S. Secretary of Defense, Caspar Weinberger. He assisted the Secretary in
writing "Fighting for Peace," an autobiographical account of the Secretary’s years at the Pentagon. In
1987, he received the Secretary of Defense Award for Outstanding Public Service.

His current state government appointment - by Governor Arnold Schwarzenegger on August 9, 2007 -
follows previous service to DIR that included chief deputy director and then DIR director from 1995 to
1999. From 1991, he was DIR deputy director of communications.

As DIR Director, Duncan oversees a department with 2,700 employees and a $382 million budget. DIR
is composed of eight divisions/programs including the Division of Labor Standards Enforcement (Labor
Commissioner’s Office) which enforces labor law in California, investigates wage claim disputes and
discrimination complaints; the Division of Occupational Safety and Health (Cal/OSHA) which monitors
safety and health in the workplace through standards enforcement, consultation assistance to
employers and training programs; the Division of Apprenticeship Standards which administers California
law governing standards for wages, hours, working conditions and the specific skills required for state
certification at the journey level of apprentice able occupations; the Division of Labor Statistics and
Research which publishes information on economic, employment, workplace safety and health statistics;
and the Division of Workers’ Compensation which monitors administration of workers’ compensation
claims and assists in resolving disputes over claims for workers’ compensation benefits.

Duncan also serves as the administrator of apprenticeship and as an ex-officio member of the State
Compensation Insurance Fund Board of Directors.

Prior to his current appointment, he was Chair of the Public Employment Relations Board (PERB) from
March 2004 and was a member of Governor Schwarzenegger’s transition team where he was charged
with handling issues and personnel for the Labor and Workforce Development Agency. Duncan has also
had significant private sector experience in labor and regulatory matters. He was president of Duncan
Consulting, Inc. where he designed communications strategy for corporate, legal and governmental
clients and specialized in navigating labor-related regulatory issues. He was also president and COO of
Magnitude Information Systems, specializing in software and internet solutions for preventing workplace
injuries, for several years.

As part of his federal service, Duncan was an assistant to the secretary at the U.S. Department of
Defense and special assistant to the deputy assistant secretary of defense for International Security
Affairs, East Asia and Pacific Affairs.

He is a graduate of the University of California, Berkeley, with a bachelor's degree in history and of
Harvard University's John F. Kennedy School of Government with a master's in public administration.
Duncan is a board member of the Yosemite National Institute and the immediate past president of
the Industrial Relations Association of Northern California, and a former chair of the California
Employment Training Panel.
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VINCENT MUDD

Vincent Mudd, San Diego State University alumni, is the president and chief executive officer of San
Diego Office Interiors, a business he has owned since 1994. Vincent, his wife Catherine, and their
talented staff have built San Diego Office Interiors into an award winning office interiors firm.

Mudd and his team created office intelligence® a turn-key process that offers a unique and veritable
one-stop service for companies that are building new offices, lab space or bank branches. As a
general contractor, licensed design firm, low voltage sub-contractor, project management company,
modular construction expert and a provider of ergonomic FF&E products, San Diego Office Interiors
can take an empty shell and create, permit, build and furnish the entire facility — one stop — therefore
saving San Diego Office Interiors customers more time and more money. Services include: LEED
Certified interior design and planning, tenant improvement construction, voice, data and network
infrastructure, construction management, furniture and equipment acquisition, and facility
management services. Mudd believes that there is a nexus between sustainability, profit and
productivity that can be best achieved by designing and building to LEED, LEAN and Six-Sigma
standards. The business case is simple; sustainable planning, design, and construction can be
accomplished easily; increases operational efficiency and will add money to your bottom line.

A master of creative options, bleeding edge ideas, and problem solving, Mudd leads San Diego
Office Interiors in meeting the specific needs of each customer through delivery of its unique mix of
products and services.

Mudd’s deeply rooted principles of commitment, trust and the empowerment of people shine through
not only in the day-to-day operations and management of his successful business, but also in his
civic leadership and community activities. Governor Schwarzenegger appointed Mudd to the State
Compensation Insurance Fund Board of Directors in 2004, the largest workers’ compensation
insurer in the world. He also holds executive board positions with the San Diego Regional Chamber
of Commerce, the San Diego Regional Economic Development Corporation, the American Red
Cross, the YMCA, the Campanile Foundation at San Diego State University, the Workplace Alliance,
San Diego’s Healthcare Coalition, KPBS Financial Advisory Committee, Big Brothers & Big Sisters,
and is a member of the City of San Diego Charter Review Committee as well as a member of San
Diego’s largest Rotary Club - Rotary Club 33.

Mudd received the “Most Admired Company” award by the Office Furniture Dealer Alliance, has
been honored as “Man of the Year” by Big Brothers and Big Sisters, and was inducted into the
Junior Achievement “Business Hall of Fame.” He was also awarded the “Healthcare Industry
Supporter of the Year” by UCSD. In 2007, Vincent and San Diego Office Interiors won Ernst &
Young’s Entrepreneur of the Year Award in Consumer & Business Products and were inducted into
the National Hall of Fame in the Real Estate and Construction Category.
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FRANK QUINLAN

Frank Quinlan, of Corona del Mar, was appointed by Governor Arnold Schwarzenegger to State
Fund’s Board of Directors in October 2007.

Quinlan earned a Juris Doctorate from Southwestern University, Los Angeles and a Master of Laws
(in taxation) from Boston University. Since 1982, Quinlan, admitted to practice law in California and
Colorado, has served as a (founding) partner in the law firm Kester & Quinlan, L.L.P. From 1979 to
1982, Quinlan was a special agent for the Federal Bureau of Investigation. He served in the United
States Marine Corps Reserve from 1970 to 2002 and retired as a brigadier general.

Quinlan has served as a proud member of the Board of Trustees of the Marine Corps University
Foundation; Marine Corps Reserve Officers Association; Society of Former Special Agents FBI; the
University of California-Irvine School of Social Ecology Associates; the Attorney-Client Relations
Committee of the Orange County, California Bar Association; and the Corona del Mar, California
High School Foundation.

DANIEL CURTIN

Daniel Curtin, Director of the California Conference of Carpenters and Chairman of the Industrial
Welfare Commission was appointed by Governor Arnold Schwarzenegger to the State Fund Board
of Directors in January 2009. He also serves as a member of the Board for the California Economic
Development Commission.

Curtin has worked for the California Conference of Carpenters where he has served as Director
since 2001, and previously served in the same position from 1992 to 1999. From 1999 to 2001,
Curtin was the Chief Deputy Director for the Department of Industrial Relations

With 25+ years of labor experience as an organizer and advocate, Curtin also holds a Bachelor’s of
Science degree from City College of New York, and resides in Carmichael, California.
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MICHAEL MACHADO

Former State Senator Michael Machado represented San Joaquin, Yolo, Solano, and parts of
Sacramento County in the Legislature from 1994-2008. During his tenure in the Legislature his
expertise focused in the areas of the state budget, water, finance and taxation, and oversight of
state agencies.

Machado’s notable legislative initiatives included Proposition 13, Safe Drinking Water, Clean Water,
Watershed Protection and Flood Protection Bond, finance and mortgage reform to address the
foreclosure crisis (SB1137), improved flood control (SB5), and Central Valley air quality (SB999).
He chaired the Senate Committee on Banking, Finance, and Insurance, and the Budget
Subcommittee on Budget and Fiscal Review of State Agencies. He also served on the Natural
Resource and Water committee, and the committee on Revenue and Taxation.

With an undergraduate degree in Economics from Stanford University, and a master in Agricultural
Economics from the University of California at Davis, Machado also served in the United States
Navy during the Vietnam conflict. Prior to entering the Legislature, he served on the board of a
Fortune 500 California Food Processor.

In addition, Machado owns and operates a family farm in Linden. He and his wife reside in Linden,
and have three children.

STEVE RANK

Steve Rank is the Director of Western Region for the Ironworker Management Progressive Action
Cooperative Trust (IMPACT) and resides in Roseville, California. Rank is a graduate of Central
Missouri State University with a Bachelor of Science in Construction Engineering Technology.

In 1990, Rank was the National Safety Director for the Ironworking Contractors Insurance Program,
a captive insurance company developed for high risk ironworking contractors. He was appointed to
the Occupational Safety and Health Administration (OSHA) Steel Erection Negotiated Rulemaking
Advisory Committee for the revision of the Federal OSHA Subpart R Steel Erection Standard. Rank
successfully developed a series of training modules on steel erection, precast concrete erection, and
reinforcing steel installation for the National Iron Workers Training Fund and the NEA - The
Association of Union Constructors.

Rank worked with labor and management representatives in California in 2002, to develop the
California Ironworkers Collectively Bargained Workers Compensation Program. He helped to
facilitate alliance agreements with the American International Group, SeaBright Insurance Company,
Old Republic Construction Program Group, and Zurich Construction to improve claims
administration, safety performance, and underwriting qualifications for California employers and
workers. In 2003, California Governor, Gray Davis, appointed Rank (as a labor representative) to
serve as Chairman of the California Occupational Safety and Health Standards Board. Governor
Arnold Schwarzenegger reappointed Rank to the California Occupational Safety and Health
Standards Board, in 2007.
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State Fund Background
History

About State Fund

Established by the California Legislature in 1914, State Compensation Insurance Fund is a self-
supporting, non-profit enterprise that provides workers' compensation insurance to California
employers at cost with no financial obligation to the public.

State Fund adjusters, professional loss control representatives, and industrial hygiene and
ergonomics specialists are located in offices throughout the state. Our employees provide full
services for employers and their injured workers and work to keep costs down. More than 200
employer associations offer coverage through State Fund.

State Fund has become a model for the industry and other states by stressing stability, offering
coverage at cost, and providing required benefits promptly and fairly. Today's emphasis on
customized loss control services, medical cost management, and anti-fraud efforts has found a
ready audience among California employers looking to get the maximum value for their workers'
compensation dollar.

Red-Letter Dates, Plus a Few Notable Events

1911 - Employers seek protection from injury-related litigation, and workers seek assurance of
financial support while recovering from work-related injuries. As a result, reformers adopt the
Roseberry Act, a voluntary workers’ compensation plan. But few employers opt into the system,
leading to calls for stronger laws.

1913 - The Legislature passes the Boynton Act, which creates a no-fault workers’ compensation
system and mandates that all employers (with a few exceptions) provide such coverage for their
employees. Among its many provisions, the Act establishes a “minimum rate” law to ensure that
premiums charged will be sufficient to provide financial stability for the system.

1914 - State Compensation Insurance Fund, established by the Boynton Act, opens its doors at 525
Market Street in San Francisco. Its mission is to provide an available market for workers’
compensation insurance at fair rates, and to serve as a model for all carriers. In accordance with the
Boynton Act, State Fund provides coverage at cost while remaining self-supporting. Though the Act
appropriates $100,000 to launch the organization, State Fund never uses any of that seed money.
Nevertheless, State Fund finishes its first year with $547,161.24 in premium.

1915 - The Industrial Accident Commission recommends the hiring of a traveling medical inspector
to “diminish the abuse, now frequent, of over-stay in hospitals” by injured workers. These over-stays,
often on the advice of doctors, are causing increased costs.

1918 - State Fund’s overhead costs equal 11.79 percent of net premiums received. Meanwhile, as

several State Fund employees leave work to fight in World War |, management solicits replacement
office workers aged 16 to 20 for a monthly salary of $40.
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1922 - Management issues a memo to State Fund department heads noting that staff members are
using an average of 43 pencils each per year. Subsequently, to control skyrocketing costs, each
employee receives only two pencils at a time, and submits stubs of used pencils before receiving
replacements.

1929 - The Legislature increases the maximum weekly indemnity payments for an injured worker
from $20.83 to $25.00. In the event of a work-related death of a worker with no dependents, a carrier
must not only pay $150 in funeral expenses but also contribute $300 to a fund that the Industrial
Accident Commission manages. The Insurance Commissioner orders a 4.1 percent rate increase to
offset these new costs.

1933 - The State of California announces it has insufficient funds to meet current disbursements,
and that it will issue interest-bearing warrants in lieu of checks. However, State Fund continues to
make timely payments to injured workers, medical providers, and policyholders, as well as salary
payments to its own employees.

1935 - At the height of the Great Depression, 18 private workers’ compensation insurance carriers
suffer insolvency, and approximately $2 million in industry claims go unpaid. State Fund, however,
continues to pay benefits timely

1939 - Rates are reduced 8.8 percent. State Fund now employs 475 people, of whom 349 work out
of the San Francisco office and 126 are based in Los Angeles.

1945 - New legislation creates a Board of Directors for State Fund, moving it further away from
direct State administration.

1952 - Mutual Insurance Agents of California passes a resolution calling on Governor Earl Warren to
prohibit State Fund from issuing any policy unless the risk first receives declinations from two private
carriers.

1955 - State Fund announces the creation of an Electronic Data Processing Study Team to
determine whether this new technology can be integrated into the Fund’s processes. As a result of
this study, State Fund purchases an IBM 702 four years later.

1960 - State Fund moves into its new Home Office at 525 Golden Gate Ave., San Francisco. Built
for $4.3 million, the facility will house 500 State Fund employees in its top five floors and lease the
bottom two floors to tenants.

1965 - State Fund begins dispersing claims-adjusting duties to District Offices in order to bring
services “much closer to the persons to be served.”

1968 - State Fund “flattens” its organizational structure by giving increased authority to District
Managers.

1972 - State Fund exchanges a parcel of property it owns at 11th and Market Streets for a lot at 9th
and Market in San Francisco.

1977 - State Fund moves into its newly completed, 16-story Home Office building at 9th and Market
Streets.
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1989 - The Legislature adopts reforms designed to reduce medical and legal expenses.

1993 - Governor Pete Wilson signs a new round of reforms to reduce costs and curb abuse of
workers’ compensation. The legislation repeals the minimum-rate law, effective in 1995. The new
“open rating” plan sets off a period of intense competition among private insurers. While other
carriers slash rates to below cost to win increased market share, State Fund maintains adequate
rates. As a result, many thousands of employers leave State Fund to obtain lower-priced policies
from private carriers.

1996 - As part of his Competitive Government Initiative, Governor Wilson commissions a consulting
actuary firm to study the feasibility of “privatizing” State Fund. The business community roundly
denounces privatization, and the governor abandons the proposal.

2003 - As result of the severe under pricing since 1995 spurred by open rating, 28 private carriers
have either suffered insolvency or have stopped writing workers’ compensation policies in California.
Fulfilling its constitutional mandate to provide an available market, State Fund writes policies for
many thousands of employers unable to find coverage elsewhere.

2004 - State Fund marks its 90th year of providing workers’ compensation insurance -- and only
workers’ compensation insurance; in California -- and only in California.

2005 - State Fund establishes an enhanced Medical Provider Network (MPN) to comply with 2004
reform provisions. New MPN is designed to enhance access to medical treatment for injured
workers and reduce medical treatment costs for employers. Over 10,000 health care providers at
10,000 facilities become part of MPN.

2006 - Competition returns to California’s workers’ comp market as savings from 2004 reform
materialize. State Fund begins to shed market share, increases reserves and surplus and
strengthens financial position.

Board of Directors launches thorough internal review of operations and management operations.
State Fund continues to focus on enhancing services and products. E-service tool “State Fund
Online” is launched to give brokers, policyholders and group administrators 24/7 on-line access to
claims and policy information.

Two members resign from State Fund’s board over conflict of interest concerns.

2007 — Board of Directors appoints first State Fund President and CEO from private industry.
California Department of Insurance (CDI) reviews State Fund operations and provides
recommendations. State Fund begins transformative change as it strengthens corporate governance

and focuses on improving transparency and accountability within the organization.

State Fund expands a broad and popular employer education and outreach program that delivers
hundreds of free health and safety seminars to employers throughout California.
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2008 — Legislature passes State Fund governance laws that expand the Board of Directors, creates
additional exempt executive positions and makes State Fund subject to California Public Records
and Bagley-Keene Opening Meeting Acts.

State Fund opens a new “green” campus facility in Vacaville showcasing sustainable resources and
cost effective innovative technology to help reduce energy consumption, shrink carbon footprint, and
introduce more environmentally friendly practices into the workplace.

State Fund establishes Public Record Office to respond to public’s requests for information.

Board of Directors holds its first public meeting in November under the Bagley-Keene Open Meeting
Act.
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Authority to Exist

Constitutional

The California Constitution in Article XIV, Section 4, specifically provides authority for State
Compensation Insurance Fund. The complete text is cited on the attached page, but the provisions
significant to State Fund are that it is the express and binding social public policy that:

The Legislature was expressly vested with plenary power, unlimited by any provision of the
Constitution, to create, and enforce a complete system of workers' compensation that
includes adequate provisions for the comfort, health and safety and general welfare of
injured workers irrespective of the fault of any party;

The complete system includes full provision for adequate insurance coverage against liability
to pay or furnish compensation to injured workers;

Full provision for regulating that insurance coverage in all aspects, including the
establishment and management of a state compensation insurance fund;

An administrative body with all the requisite governmental functions will be vested with the
power, authority and jurisdiction to determine any dispute or matter arising under the
workers’ compensation system;

Substantial justice in all cases shall be accomplished expeditiously, inexpensively, and
without encumbrance;

All the provisions for a complete system of workers’ compensation may be combined in one
statutory scheme; and

Ratification and confirmation of the creation and existence of the state compensation
insurance fund and all the functions vested in it.
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CALIFORNIA CONSTITUTION
ARTICLE XIV, Section 4

“The Legislature is hereby expressly vested with plenary power, unlimited by any provision of this
Constitution, to create, and enforce a complete system of workers' compensation, by appropriate
legislation, and in that behalf to create and enforce a liability on the part of any or all persons to
compensate any or all of their workers for injury or disability, and their dependents for death incurred
or sustained by the said workers in the course of their employment, irrespective of the fault of any
party. A complete system of workers' compensation includes adequate provisions for the comfort,
health and safety and general welfare of any and all workers and those dependent upon them for
support to the extent of relieving from the consequences of any injury or death incurred or sustained
by workers in the course of their employment, irrespective of the fault of any party; also full provision
for securing safety in places of employment; full provision for such medical, surgical, hospital and
other remedial treatment as is requisite to cure and relieve from the effects of such injury; full
provision for adequate insurance coverage against liability to pay or furnish compensation; full
provision for regulating such insurance coverage in all its aspects, including the establishment and
management of a state compensation insurance fund; full provision for otherwise securing the
payment of compensation; and full provision for vesting power, authority and jurisdiction in an
administrative body with all the requisite governmental functions to determine any dispute or matter
arising under such legislation, to the end that the administration of such legislation shall accomplish
substantial justice in all cases expeditiously, inexpensively, and without encumbrance of any
character; all of which matters are expressly declared to be the social public policy of this State,
binding upon all departments of the state government.

The Legislature is vested with plenary powers, to provide for the settlement of any disputes arising
under such legislation by arbitration, or by an industrial accident commission, by the courts, or by
either, any, or all of these agencies, either separately or in combination, and may fix and control the
method and manner of trial of any such dispute, the rules of evidence and the manner of review of
decisions rendered by the tribunal or tribunals designated by it; provided, that all decisions of any
such tribunal shall be subject to review by the appellate courts of this State. The Legislature may
combine in one statute all the provisions for a complete system of workers' compensation, as herein
defined.

The Legislature shall have power to provide for the payment of an award to the State in the case of
the death, arising out of and in the course of the employment, of an employee without dependents,
and such awards may be used for the payment of extra compensation for subsequent injuries
beyond the liability of a single employer for awards to employees of the employer.

Nothing contained herein shall be taken or construed to impair or render ineffectual in any measure
the creation and existence of the industrial accident commission of this State or the state
compensation insurance fund, the creation and existence of which, with all the functions vested in
them, are hereby ratified and confirmed.”
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Statutory

The following Insurance Code sections relate specifically to State Fund:

11770 — State Fund is continued in existence, to be administered by its board of directors, for
purpose of transacting workers’ compensation insurance, including insurance against the
expense of defending any suit for serious and willful misconduct against an employer or his/her
agent.

11771 — State not liable beyond assets of State Fund for any obligations in connection therewith.

11771.5 — Any advertising of State Fund shall include the following disclaimer: “The State
Compensation Insurance Fund is not a branch of the State of California.”

11773 — The Fund shall be organized as a public enterprise fund.

11774 — Assets of the fund shall be applicable to payment of losses sustained on account of
insurance and to payment of salaries and other expenses charged against it.

11775 — Fund shall be fairly competitive with other insurers, and it is intent of Legislature that
Fund shall ultimately become either more or less than self-supporting.

11778 — Fund may transact workers’ compensation insurance to the same extent as any other
insurer. Fund is subject to powers and authority of Insurance Commissioner to same extent as
any other insurer, except where specifically exempted.

11781 - Principal office of State Fund is located in San Francisco.

11781.5 — State Fund may acquire and own real property for a branch office in Los Angeles, and
may construct suitable buildings on it.

11783 — State Compensation Insurance Fund may sue and be sued, enter into contracts and
obligations, and invest moneys belonging to the Fund.

11873 — Except as specifically included, State Fund shall not be subject to the provisions of the
Government Code applicable to State Agencies generally and collectively.

11873 (c) — Positions funded by State Fund are exempt from any hiring freezes and staff
cutbacks otherwise required by law.
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Relationship with Other State Agencies

State Agencies

California Department of Insurance (CDI)

The CDI is the state regulatory agency with authority over how the insurance industry conducts
business within California. It exercises regulatory authority in the areas of enforcement, consumer
protection, licensing, criminal investigations, certificates of authority, conservation and liquidation,
rate regulation, and financial surveillance.

Commission on Health and Safety and Workers’ Compensation (CHSWC)

CHSWC is a joint labor-management body created by the workers’ compensation reform legislation
of 1993, and is within the DIR. The Commission has equal representation with the Chair changing
every year to labor or management. It is charged with overseeing the health and safety and
workers’ compensation systems in California, and recommending administrative and/or legislative
madifications to improve their operation.

Statutory basis:

Labor Code Sec. 77 (a): “The commission shall conduct a continuing examination of the
workers’ compensation system, as defined in Section 4 of Article XIV of the California
Constitution, and of the state’s activities to prevent industrial injuries and occupational
diseases.”

Department of Industrial Relations (DIR)

The Department of Industrial Relations was established to improve working conditions for
California’s wage earners, and to advance opportunities for profitable employment in California. The
DIR reports to the Secretary of California’s Labor and Workforce Development Agency, a
component of the Executive Branch of California government. State Fund is a division of the DIR.

Statutory basis:

Labor Code Sec. 56: “The work of the department [DIR] shall be divided into at least six
divisions known as the Division of Workers’ Compensation, the Division of Occupational
Safety and Health, the Division of Labor Standards Enforcement, the Division of Labor
Statistics and Research, the Division of Apprenticeship Standards, and the State
Compensation Insurance Fund.”

Labor Code Sec. 57.5: “All duties, powers, and jurisdiction relating to the administration of
the State Compensation Insurance Fund shall be vested in the Board of Directors of the
State Compensation Insurance Fund.”

Division of Workers’ Compensation (DWC)

The Division of Workers’ Compensation is a division of the DIR. It monitors the administration of
workers’ compensation claims, and provides administrative and judicial services (through the
Workers’ Compensation Appeals Board) to assist in resolving disputes that arise in connection with
claims for workers’ compensation benefits. The DWC mission is to minimize the adverse impact of
work-related injuries on California employees and employers. The DWC routinely audits claims of
workers’ compensation insurers, including State Fund. State Fund attorneys often appear before
the Workers’ Compensation Appeals Board as part of the claims adjudication process.

Statutory basis:

Labor Code Sec. 111 (a): “The Workers’ Compensation Appeals Board, consisting of seven
members, shall exercise all judicial powers vested in it under this code. In all other respects,
the Division of Workers’ Compensation is under the control of the administrative director...”
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Department of Personnel Administration (DPA) and State Personnel Board (SPB)

California’s state government personnel functions are split between the DPA and the SPB. Prior to
the creation of DPA in 1981, SPB was the sole personnel agency in the executive branch. DPA
represents the Governor as the "employer" in all matters pertaining to California State personnel
employer-employee relations including salaries and benefits, job classifications, and training,
determined through the collective bargaining process for most employees under the Ralph C. Dills
Act. The mission of the State Personnel Board (SPB) is to provide an innovative, merit-based civil
service system that fosters a talented and diverse state workforce to provide premier public service
to all Californians.

Quasi-State Agencies

Workers’ Compensation Insurance Rating Bureau (WCIRB)

The WCIRB is a California unincorporated, nonprofit association comprised of all companies
licensed to transact California workers’ compensation insurance in California, and State Fund is a
member. The WCIRB is a licensed rating organization and the designated statistical agent of the
California Insurance Commissioner.

Statutory basis:

Insurance Code Sec. 11750.3: “A rating organization may be organized pursuant to this
article and maintained in this state for the following purposes: [t]o provide reliable statistics
and rating information with respect to workers’ compensation insurance and employer’s
liability insurance...to collect and tabulate information and statistics for the purpose of
developing pure premium rates to be submitted to the commissioner for issuance or
approval...to formulate rules and regulations in connection with pure premium rates and the
administration of classification and rating systems...to inspect risks for classification or rate
purposes...to initiate test audits of insured employer’s payrolls and insurer’s audits of those
payrolls...”

Trade Associations

American Association of State Compensation Insurance Funds (AASCIF)

AASCIF is an association of workers’ compensation insurance companies from 27 different states,
plus 10 workers’ compensation boards in Canada. State Funds, collectively, have a mission that is
forthright and clear: to take a position of leadership in the provision of service to employers and
injured workers and in the reformation and improvement of workers’ compensation. State Fund is a
participating member of AASCIF.

California Workers’ Compensation Institute (CWCI)

CWCl is a private, nonprofit organization of insurers licensed to write workers’ compensation in
California, as well as public and private self-insured employers, who serve as associate members.
The primary function of CWCI is to generate reliable, objective data that can be used to identify and
monitor system-wide trends, assist members in assessing their own operations, and to analyze key
issues of interest to the workers’ compensation community and public policymakers. State Fund is a
member of CWCI.
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Executive Committee

Organization Chart
(Refer to Appendix, Exhibit A — Organizational Chart)

Roles and Responsibilities

Chief Executive Officer/President (CEO)

Act as a liaison between the Board of Directors and the organization.

Appoint the Executive Vice Presidents and Vice Presidents.

Approve all long-term investments.

Approve all legislative positions.

Assures the organization and its mission, programs, products and services are consistently
presented in strong, positive image.

e Leadership role through membership on the Governing Committee of the Workers’
Compensation Insurance Rating Bureau and the California Workers’ Compensation Institute.

Executive Vice President (EVP)

e Serve as a communication link between the Executive Committee and the programs they
serve.

e Act on behalf of the President as required.

e Monitor the fiscal condition of the State Fund by integrating information concerning reserves,
projected expenses, earnings, losses, cash flow and other financial management information
for the effective corporate fiscal planning and control.

e Monitor assigned programs for the achievement of planned results and compliance with
policy, guidelines, and standards.

Chief Financial Officer (CFO)

e Oversees all company accounting practices, including accounting departments, preparing
budgets, financial reports, tax, and audit functions.

o Directs financial strategy, planning and forecasts; conferring with president, VP of sales and
department heads.

e Supervises investment and raising funds for business.
Studies, analyzes and reports on trends, opportunities for expansion and projection of future
company growth.

General Counsel (GC)

e Serve as Secretary to the Board of Directors.

e Provide legal counsel, preventative legal guidance and advice, and services in all matters
pertaining to the practice of law.

e Assistin the preparation and review of agendas for Board meetings.

e Perform special functions as requested by the Board of Directors.
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Chief Information Officer (CIO)

o Responsible for the information technology and computer systems that support enterprise
goals.

o Proposes the information technology an enterprise will need to achieve its goals and then
works within a budget to implement the plan.

¢ Involved with analyzing and reworking existing business processes, with identifying and
developing the capability to use new tools, with reshaping the enterprise's physical
infrastructure and network access.

Chief Operating Officer (COO)

¢ Oversee and manage all aspects of the day-to-day operations and monitors performance
against goals.

e Develop and administer operational and administrative policies, standards and practices.
Develop and administer financial systems and effective internal controls including budget
setting and tracking, expenditure approvals processes, record-keeping and reporting, and the
preparation of accurate and timely monthly financial statements.

e Ensure compliance with any and all requirements for funders and regulatory bodies.

Chief Risk Officer (CRO)

¢ Enables the efficient and effective governance of significant risks, and related opportunities,
to a business and its various segments.

e Accountable to the Executive Committee and The Board for enabling the business to balance
risk and reward.

e Ensure that the organization is in full compliance with applicable regulations.

Chief Investment Officer (CIN)

e Responsible for a company's investment tactics and strategy.

e Leading and supervising a company's investment team that may include analysts, traders,
brokers, research team, and portfolio managers.

e Take decisions for special deals, and ensure that the risks arising from such deals are within
the policy framework of the company.
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JANET D. FRANK, President/CEO

Janet Frank joined State Fund as President, CEO and member of the Executive Committee on
October 8, 2007.

She came to State Fund from CNA Financial - the fifth largest insurance firm in the country - where
she had worked since 2001. At CNA Financial, Frank served as the Executive Vice-President of
North American Field Operations which included four U.S. regions and Canada. Her responsibilities
included field operations, risk control and distribution. Under her guidance, these operations
generated more than $6.5 billion.

Prior to that, Frank was the Vice President of underwriting; financial and actuarial; and underwriting
services at the St. Paul Companies. She also held a regional vice president role in the St. Paul
Companies.

Frank began her career in the insurance industry with Reliance Insurance where she held various
positions. This was followed by her tenure at both Chub and Fireman’s Fund where she advanced
with increasing management responsibilities.

Throughout her career in the insurance industry, Frank has demonstrated an impressive track record
of results and capabilities for strategic planning and process improvement — all of which make her a
tremendous asset to State Fund. In addition, her strong leadership skills, style, and experience are
key advantages.

Frank received her Executive MBA from the University of Denver’s Daniels School of Business. She
also completed the Advanced Executive Education Program at the Wharton School of Business at
the University of Pennsylvania.

Responsibilities

As Chief Executive Officer, Frank reports directly to the Board of Directors and is responsible for
day-to-day operations of State Fund.

CAROL NEWMAN, General Counsel

Carol Newman has served as General Counsel and Corporate Secretary for State Fund since Oct.
2008 and Nov. 2008, respectively.

She has more than 25 years of high-level corporate legal, regulatory and compliance experience
with private insurance companies. Immediately prior to joining State Fund, Newman was Of
Counsel and a Member of the Insurance Regulatory Practice Group with Sonnenschein Nath &
Rosenthal, LLP. Newman served as Vice-President and Associate General Counsel for Fireman's
Fund Insurance Company from 1998-2007 leading strategic legal initiatives and acting as chief
counsel at various times to corporate and extra-contractual litigation, underwriting, marketing,
information technology, finance, human resources and discontinued operations.

Newman began her career in the insurance industry as an attorney for RLI Corp in 1983. The
following year she rose to the position of General Counsel and Corporate Secretary. Prior to this
position, she served as an Assistant State's Attorney in Peoria County, lllinois and as a public
service attorney representing tenants in subsidized housing.
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From 1986-1998, she served as General Counsel for Interstate National Corporation and quickly
added responsibility as Senior Vice President and Corporate Secretary where she was principal
legal advisor to the Board of Directors, President and Senior Executives. While at Interstate she
established the Legal Department and was responsible for corporate compliance, regulatory and
government affairs and was head of Human Resources for ten years developing and implementing
new human resources strategies.

Newman received a Bachelor's degree in Social Work and her Juris Doctorate degree from the
University of lllinois. She has completed one year of an MBA program from Bradley University and
has participated in numerous training opportunities throughout her career. She has presented on a
variety of insurance regulatory topics and has testified before state and federal administrative
hearings. Newman is licensed to practice in California and lllinois.

Responsibilities

As General Counsel and Corporate Secretary, Newman is responsible for all State Fund legal issues
including providing counsel and guidance to the Board on governance and compliance

matters which encompasses providing legally compliant documentation for all Board and Committee
Meetings. In addition, she is responsible for providing legal counsel and guidance to ongoing
operations through her leadership and management of the Legal Department regarding State Fund's
legal rights, duties and obligations under law, regulation and policies established by the Board and
President. Newman has an administrative reporting relationship with the Senior Vice President of
Internal Affairs who oversees Internal Audit, Fraud, Privacy and Public Records Office. Newman
reports directly to the Board of Directors with an administrative reporting relationship to the President
and CEO.

HARRISON JEROME, Chief Operating Officer

Harrison Jerome, Chief Operating Officer was appointed a member of the executive committee in
2007.

Jerome joined State Fund in 1981 as an underwriter in the Fresno District Office. In 1985 he became
a loss control consultant and four years later became the Assistant Claims Manager for the Fresno
Claims Department. In addition to his management duties, Jerome served as the district’s fraud
liaison. Working closely with the Fresno County District Attorney’s Office, Jerome played a key role
in State Fund’s first fraud conviction in Fresno County.

In 1996 Jerome was promoted to Field Services Manager, and in 2001 advanced to Manager of
State Fund’s Claims Processing Center.

Jerome received his Bachelor of Arts degree in Economics from California State University, Fresno.

Responsibilities

As COO, Jerome is responsible for the oversight of all operational aspects of the organization to
insure that State Fund has the proper operational controls, administrative and reporting procedures
to insure financial strength and operating efficiency.
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LINDA HOBAN, President — Field Operations South

Linda Hoban serves as President, Southern California Field Operations and was first appointed to
the Executive Committee in January 2007.

She began her career with State Fund in 1979 as an auditor in the Ventura District Office. Hoban
then moved to Claims in 1983. She quickly became an expert in claims and was subsequently
promoted to Assistant Claims Manager in the Woodland Hills office in 1986.

In 1991, Hoban was promoted to Claims Manager of the West Los Angeles District Office. Four
years later she was appointed Medical Manager for Claims/Rehabilitation.

Hoban has served on a variety of task forces that involve healthcare-related issues and claims
department structure. She played an instrumental role in the design and development of the State
Fund-Kaiser Permanente Alliance. Between 1995 and 2001, Hoban was responsible for the
operation and evaluation of the Alliance Program as well as the development of other managed care
products.

In December 2001, Hoban was promoted to Program Manager of the Glendale Claims Adjusting
Center.

Hoban earned a Bachelor of Arts degree in English literature from Rutgers University.

Responsibilities

As the President of Southern California Field Operations, Hoban leads a team of regional Vice
Presidents who manage field policy operations for offices in Los Angeles, Oxnard, Orange County,
San Bernardino and San Diego. Hoban also oversees State Fund’s Customer Service Center.

CONNIE RAICHE, President — Claims Operations

Connie Raiche, President of Claims Operations was appointed a member of the Executive
Committee on Jan. 3, 1994.

She began her career with State Fund in Long Beach Claims in Sept. 1970 as a claims adjuster. In
1975, Raiche became the Assistant Claims Manager. This was followed by her promotion to Claims
Manager of the Woodland Hills District office in 1979. Not long after, she was asked by the
Executive Committee to take over as Claims Manager of the Los Angeles District Office.

Raiche became the Ventura District Manager in 1984. In 1989, Raiche relocated to the Bay Area
after being named Claims/Rehabilitation Manager.

She received her Bachelor of Arts degree in education from Kent State University in Ohio.

Responsibilities
Raiche is responsible for all of State Fund’s claims operations.
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DOUG STEWART, Chief Risk Officer

Doug Stewart joined State Fund in November 2007 as a consultant focusing specifically on State
Fund’s operations, marketing and distribution. Following the passage of SB 1145, he was appointed
in an exempt employee position as State Fund’'s Chief Risk Officer.

Stewart brings more than 35 years of experience in the insurance industry in the areas of claims,
underwriting, marketing, sales, distribution, and risk management.

He has worked for Industrial Indemnity Company; United States Fidelity and Guaranty Company;
CNA Insurance Company; The Hartford; Crum & Forster Insurance Company; and Travelers
Indemnity Company. Within his profession he holds the designations of Chartered Property Casualty
Underwriter and Accredited Advisor in Insurance.

Stewart received a Bachelor of Arts degree in Economics from the University of California, Santa
Barbara and a Master of Business Administration from Santa Clara University.

Responsibilities

As Chief Risk Officer, Stewart serves on the executive committee and is responsible for developing
a comprehensive and integrated approach for risk management across State Fund’s operations. In
addition to his Chief Risk Officer duties, Stewart is responsible for Underwriting, Marketing, Safety &
Health, and Ethics & Compliance.

JAMES NEARY, EVP — Actuarial/Chief Advisor

James Neary, Executive Vice President, was appointed a member of the Executive Committee on
April 1, 1995.

Neary has worked for State Fund since 1973 when he joined the Santa Rosa District Office as a
claims adjuster and supervisor. In 1978 he relocated to the Home Office as the Employee Benefits
Officer in the Human Resources department. He later became a Supervising Personnel Analyst. In
1983, Neary was appointed Assistant Insurance Services Manager.

In 1987, Neary was promoted to the Executive Office as the Corporate Planning and Research
Officer, and appointed Actuarial Services Officer in 1989.

Neary received a Bachelor of Arts from St. Patrick’s College and an MBA in Finance from the
University of California, Berkeley. He is a Chartered Property Casualty Underwriter (CPCU) and a
member of the CPCU Society. Neary has also undertaken actuarial and reinsurance studies.

Responsibilities

Neary is currently responsible for State Fund’s actuarial and reinsurance programs, serves as an
advisor to the President, and represents State Fund on a number of industry committees. His
actuarial responsibilities include recommendations on pricing, reserving, and policyholder dividends
and coordinating the work of State Fund’s consulting actuaries. He is responsible for the design and
placement of State Fund'’s reinsurance program. He is a contributor to and signatory of State Fund’s
financial statements. He represents State Fund on the Workers Compensation Insurance Rating
Bureau’s (WCIRB) Actuarial and Governing committees, and is State Fund’s liaison to the Workers
Compensation Research Institute (WCRI).
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TOM CLARK, President — Field Operations North

Tom Clark, President of Northern California Field Operations was appointed a member of the
Executive Committee on Feb. 1, 2008.

Clark joined State Fund in 1980 as an auditor in the San Diego District Office. In 1982 he joined
sales. Clark was appointed Assistant Claims Manager of the San Diego Office in 1988; this was
followed by his promotion to Claims Manager of the Stockton District Office in 1991. Two years later
he became the Field Services Manager in Stockton.

In 1994, Clark was selected to launch Claims Management Services, State Fund’s third-party
administrator program. Clark was promoted once again in 2001 to Marketing’s Program Manager in
San Francisco. Clark returned to Stockton in 2006 after being appointed District Manager. He then
became Sacramento District Manager in 2007.

Clark received his Bachelor of Science degree in behavioral science and business from Westminster
College in Salt Lake City and his Master of Public Administration from San Diego State University.

Responsibilities

As the President of Northern California Field Operations, Clark leads a team of regional Vice
Presidents who manage field policy operations that stretch from Eureka to Bakersfield.

REBECCA WANTA, Chief Information Officer

Becky Wanta serves as Chief Information Officer having first been appointed in a consulting capacity
in June 2008. With the passage of SB 1145, Wanta joined State Fund in an exempt employee
position.

Wanta brings with her more than 25 years of experience as a senior executive in information
technology. Becky specializes in building bridges between technology and business needs. Prior to
joining State Fund, Wanta served as the North American CIO for Best Buy, where she was
responsible for the design, development and implementation of a technology strategy to support the
company'’s business needs.

She also served as the Global Chief Technology Officer for PepsiCo where she led the
transformation of IT as a quality service provider. She implemented strategies that resulted in
significantly lowered costs and increased productivity.

Wanta also served as Executive Vice President and CTO for Wells Fargo achieving an impressive
cost savings while creating a business-centered/technology enabled culture. As CTO for the Money
Store, she steered technology initiatives to become more focused on customer needs.

She received MBA degrees from the Pacific Coast Banking School at the University of Washington
and Golden Gate University. She earned a Bachelor’'s in Management Information Systems from
Chapman University.

Responsibilities

As CIO, Wanta is responsible for establishing and directing the long term goals, policies and
procedures for State Fund’s information technology. She is also responsible for determining the
organization’s long term systems needs and hardware acquisitions to accomplish State Fund’s
business objectives.
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JAY STEWART, Chief Financial Officer

Jay Stewart serves as Chief Financial Officer having been first appointed in a consulting capacity in
Dec. 2007. With the passage of SB 1145, Stewart has continued in the role in an exempt position.

Stewart brings with him more than 30 years of experience in the insurance industry with keen insight
in the areas of senior management consulting, external auditing, and corporate risk control.

Prior to joining State Fund, Stewart worked for both the Texas and Mississippi Public Utilities
Commissions, Johnson & Higgins Insurance Brokers, Argonaut Insurance Company and
Subsidiaries, California Casualty Management Company, and Majestic Insurance Company.

Stewart earned a Bachelor of Science degree in Accounting from California State University, Los
Angeles, and a Master of Business Administration from California State Polytechnic College. He is
also a Certified Public Accountant.

Responsibilities

As CFO, he is responsible for directing State Fund’s overall financial policies — including financial
forecasting, accounting, budget and tax reporting.

PETER GUSTAMACHIO, Chief Investment Officer

Peter A. Guastamachio joined State Fund as Chief Investment Officer on February 23, 2009.
Guastamachio has more than 30 years experience in the financial and investment sectors including
11 years in the worker’'s compensation industry. His management experience includes portfolio/
investment, financial risk, and treasury. Recently, he served as Vice President-Assistant Portfolio
Manager for Bank of the West in Walnut Creek, CA. Bank of the West is a $65B regional bank with
a $9B investment portfolio. Guastamachio was also Assistant Treasurer/Investment Director at
Argonaut Insurance where he was responsible for all treasury, investment, and investment
accounting operations. Prior to his insurance experience, he worked as an investment banker with
Bangert, Dawes, Reade, Davis & Thom, Inc. of San Francisco and spent 8 years in the brokerage
industry with Sutro & Company, Inc., and Dean Witter Reynolds, Inc.

Guastamachio received his Bachelor of Science degree from the University of California, Berkeley
and an MBA from the Graduate School of Business at St. Mary’s College.

Responsibilities

As Chief Investment Officer, Guastamachio will provide important leadership in maintaining the
objectives and quality of the State Fund’s investment portfolio.
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Foundational Documents

By-laws, as of November 21, 2008
(Refer to Appendix, Exhibit B — By-Laws)

State Fund Promise
The State Fund brand promise is “to make possible and protect”.

State Fund Mission, Vision, and Values Statements

Mission
State Fund exists to provide California’s businesses a strong and stable choice for their workers’

compensation insurance while making California’s workplaces safer and helping injured employees
return to work — all with no financial obligation to the public.

Vision
To be recognized by our customers, regulators, and the insurance industry as the gold standard of

workers’ compensation carriers; to underwrite the California dream by providing services that are
responsive to our clients’ evolving needs.

Values
e Honesty
o Integrity

e Accountability
e Excellence in customer service

e Long-term commitment to the State of California
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State Fund Key Messages

State Fund is a stable provider of workers’ compensation insurance and a vital asset to California
businesses. We help keep California’s entrepreneurial spirit vibrant.

State Fund underwrites Californians’ dreams and protects their businesses

Broad skill set offering diverse and comprehensive products and services.

In it for the long haul — we've never pulled out of the market due to an economic downturn
and we never will.

Since 1914, State Fund has helped keep the entrepreneurial spirit alive in California.
Accessible and accepting of all — whether it be new ventures, hard-to-place industries or
large businesses.

State Fund is a vital and necessary provider for employers and employees

State Fund provides peace of mind for employers and employees.

Adjusters, loss control representatives, and industrial hygiene and ergonomics services are
available statewide.

California’s employers can depend on State Fund to be there with an open door providing the
coverage and services employers need.

State Fund is a vital asset and unique state resource

Strong and stable investment income and policyholder surplus along with $20 billion in
assets anchor State Fund financial stability.

With almost 200,000 policyholders and writing $1.7 million in premium State Fund is
California’s largest workers’ compensation provider, and is one of the largest w/c carriers in
the nation.

A unique resource to California, serving both large and small California businesses.

Solid leadership and focused direction.

A sophisticated business partner that California employers can trust.

State Fund makes it easier for brokers to provide outstanding service to their clients

A seasoned and experienced staff of professionals.

Always there - State Fund offers 24/7 online access to policy data, claim, and commission
information services through State Fund Online.

State Fund offices are all California based — from Eureka to San Diego, you can count on
reliable and friendly service.
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Board Members Duties, Rights, and Responsibilities

The composition, training, and compensation of the Board are governed by Insurance Code section
11770, recently amended by Assembly Bill 1874 effective January 1, 2009. Other Insurance Code
and Government Code sections establish the duties, functions, rights and responsibilities of the
Board Members.

Duties and Qualifications — under Insurance Code

Insurance Code 11770 (b), the Board of Directors of State Fund is composed of eleven members
comprised in the following manner:

¢ Nine Board Members are appointed by Governor, one who must be from organized labor.
The Governor also appoints the Board Chairman.

¢ One member is appointed by the Speaker of the California Assembly. This appointee must
come from organized labor.

e One member is appointed by the Senate Committee on Rules who shall have been a
previous State Fund policyholder, or an officer or employee of a policyholder, for at least one
year and continuing during his or her term.

e The Director of Industrial Relations is an ex-officio, hon-voting member of the Board and
shall not be counted for purposes of a quorum.

Terms of Board Members vary between two and five years, with most serving five years.

The Board shall create an Audit committee, an Investment committee, a corporate Governance
committee, and other committees as determined to be necessary.

Additional Insurance Codes also apply to Board duties and qualifications, such as:

Insurance Code 11781
e Board may perform all acts necessary or convenient in exercise of any power, authority or
jurisdiction over the fund...as fully and completely as the governing body of a private
insurance carrier.

Insurance Code 11784
¢ President may enter into contracts of workers’ compensation insurance, sell annuities
covering compensation benefits, decline to insure risks in which minimum requirements of
accident prevention not complied with or beyond safe carrying of fund. Otherwise, shall not
refuse to insure any risk under state law, tendered with premium therefore. President may
also audit payroll of those applying for insurance.

Insurance Code 11785
¢ Board shall appoint a president, chief financial officer, chief operating officer, chief
information technology officer, chief investment officer, chief risk officer, and general counsel.
Board shall set salary for each position.

Insurance Code 11787
¢ Board may delegate to President any power, function, or duty conferred by law on Board in
connection with administration, management and conduct of business and affairs of the fund.
President may exercise those powers with same force and effect as Board, subject to its
approval.
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Insurance Code 11797, 11800

Board may deposit all moneys in excess of current requirements and not otherwise invested
in authorized financial institutions.

Provides that the Board may invest and reinvest all moneys in excess of current
requirements in the same manner as provided for private insurance carriers pursuant to
Article 3, commencing with Section 1170, of the Insurance Code. Unlike other insurance
carriers who have authority to invest under Article 4, State Fund’s investments are generally
limited to:

— Federal, Canadian, or Puerto Rican obligations,

— State, County, Municipal, and School district bonds,

— Insured mortgages,

— Collateral trust bonds and notes,

— Farm loan bonds,

— Home loan securities,

— State warrants, and

— Accounts in insured banks or savings and loan associations.

In particular, Article 4 allows other insurance carriers to invest in domestic and non-domestic
corporate obligations, certificates of deposit, asset backed securities, US and Canadian
equities, preferred stocks, mutual funds, money market funds and hedging vehicles
(derivatives).

Insurance Code 11820

Board shall establish the rates to be charged by State Fund for its insurance coverage.

Insurance Code 11860

Each quarter, President shall make report to the Governor of business done by State Fund,
and statement of Fund’s resources and liabilities at close of previous quarter.

State Fund shall hire a recognized firm of certified public accountants to audit annually its
books and records.

Training — Insurance Code

Statutory Requirements

Insurance Code 11770(e)
Each member of the board of directors shall attend training approved by the board of directors that
covers topics, including, but not limited to:

The duties and obligations of members of a board of directors,
Corporate Governance,

Ethics,

Board of Director legal issues,

Insurance,

Finance and Investment, and

Information Technology.

The training shall be conducted by persons or entities not affiliated with the State Compensation
Insurance Fund.
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Duties and Qualifications — under Law of Public Officials

Oath of Office
(Refer to Appendix, Exhibit C — Oath of Office.)

Code of Conduct

The State Fund Code of Conduct is a comprehensive, overreaching document that addresses all

aspects of State Fund business conduct to further promote a transparent and open organization.

With that stated goal, this Code of Conduct (Appendix, Exhibit D — Code of Conduct) builds on and

incorporates existing State Fund policies addressing
o Equal Employment Opportunity

Sexual harassment

Use of business resources through our Systems User Information Notice

Legal business requirements

Compliance with existing MOUs

Health and Safety requirements

Threat management

Employee Assistance Program (EAP)

Statements of Economic Interest, and avenues for reporting concerns such as the

Whistleblower protection Act and the State Fund Integrity of Action program, as well as

¢ Incompatible and unethical activities (Current Incompatible and Unethical Activities
guidelines are presented are two separate documents. (Refer to Appendix, Exhibit E —
Incompatible Activities and Exhibit F — Unethical Activities.).

Conflict of Interest and Statement of Economic Interest Form (700)
(Refer to Appendix, Exhibit G — Conflict of Interest and Statement of Economic Interest Form.)

Disclosure of Related Party Transactions

State Fund is required to disclose related party transactions in its financial statements. Board
Members must understand the nature of related party transactions and disclose them when
appropriate. Documentation will be requested at Board member appointment and once per year to
obtain yearend financial statement information. (Refer to Appendix, Exhibit H — Disclosure of
Related Part Transactions.)
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Training — State Officials

Ethics Orientation

The Ethics Orientation for State Officials is training mandated by the State of California for all
employees required to file Statements of Economic Interests (SEI).

The Office of the Attorney General and the Fair Political Practices Commission has developed a
training program to fulfill this requirement. The Ethics Training that you are required to take as a
State Fund Employee is shown on the left side of the Attorney Generals’ Website under Ethics
Training. There are two versions of the course available, an "Interactive Course" and a "Non-
Interactive Course".

You can access the training by clicking on the following link:
http://caag.state.ca.us/ethics/index.htm

Once you complete the course, you will have an opportunity to print the Ethics Orientation Certificate
of Completion. You will need to print, sign and and date the Ethics Orientation Certificate of
Completion. An original signature is required. State Fund is required to identify and to maintain the
records of the individuals mandated by law to complete this Ethics Orientation. Please be advised
that these records are designated “public records” (and subject to the California Public Records Act)
and will be subjected to inspection and copying at any time for a period of 5 years after course
completion.

To Print Your Certificate of Completion when using non-interactive accessible course:
1. Inthe Certificate of Completion section at the end of the program, access the Certificate of
Completion through the "click here" link provided.
2. Type in your Name, Date Course Completed, Agency and Position in the appropriate fields.
3. Print Certificate of Completion.
4. Sign certificate. An original signature is required.

Compliance for 2009 Biennial Filing:
If you are completing your biennial filing, you shall receive the training by 12/31/2009.
When Assuming Office For The First Time that Requires Ethics Orientation Training:
1. You shall complete the online training within six (6) months of your date of appointment.
2. You are to return a signed acknowledgement that you have received the information on this
required training.
a. Click link to access and print the Receipt for Mandated Ethics Orientation Materials.
3. Sign and date the receipt.
4. Submit signed and dated Receipt for Mandated Ethics Orientation Materials and Ethics
Orientation Certificate of Completion to State Fund Executive Office.

Bagley-Keene Open Meeting Act

Newly appointed Board Members must undergo training on the Bagley-Keene Open Meeting Act.
Written material will be provided under separate cover.
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California Public Records Act

State Fund was previously exempt from the California Public Records Act requirement of making
government records available for inspection by the public. Recent legislation, Senate Bill 1145
(2008), repealed State Fund’s exemption.

The Public Records Act contains numerous exemptions from disclosure of records to the public.
Many of the existing provisions apply to all public agencies including State Fund, such as the
exemptions for pending litigation and material that is governed by the attorney-client privilege or
attorney work product doctrine. In addition, Senate Bill 1145 included exemptions expressly
applicable to State Fund for disclosure of records relating to:

¢ Claims that contain confidential medical information or personally identifiable information;

e Discussions, deliberations, communications and negotiations with contracting vendors;

¢ Impressions, opinions, recommendations, research, work product, theories, closed
meeting minutes and strategy on the development of rates, contracting strategy,
underwriting or competitive strategy;

¢ Obtaining workers’ compensation insurance;

e Trade secrets, including instruction, advice, or training by State Fund to Board Members
and employees regarding the Special Investigation Unit, Internal Audit Unit, informational
security, marketing, rating, pricing, underwriting, claims handling, audits, and collections;

¢ Material on pending internal audits and investigations or containing proprietary
information or information requested in writing to be kept confidential; and

e Contracts within one year of execution and information on rates within three years of
execution.
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Board and Committee Meetings

Schedule

Board of Directors
Regular meetings of the Board are held on the 2™ Thursday and Friday of January, March, May,
July, September, and November of each calendar year.

Committees
Committee meetings require notice to the Public under Bagley-Keene Open Meeting Act and are
currently set to occur immediately preceding the Board of Directors meeting.

Locations

Thursday afternoon and Friday meetings at Hiram W. Johnson State Building, Milton Marks
Conference Center, 455 Golden Gate Avenue, San Francisco (parking garage underground at Civic
Center—pay). Cell Phone reception can be difficult in areas of the conference center. For your
convenience, if you need to phone and find you are not connecting, you will be welcome to phone
DIR Director John Duncan’s executive assistant [Redacted pursuant to Government Code Section
6254.3] who will get your message to the meeting. [Redacted pursuant to Government Code
Section 6254.3]

Thursday late afternoon-evening meeting at State Compensation Insurance Fund, 1275 Market
Street (corner of Market and 9"), 16" Floor, San Francisco (parking garage at State Fund, enter on
9" Street, for State Fund vehicles including Board Members). [Redacted pursuant to Government
Code Section 6254.3]

Time
Audit Committee beginning at 1 p.m., Thursday
Governance Committee — 2 p.m. to 4 p.m., Thursday
Investment Committee beginning at 3 p.m., Thursday
Board of Directors beginning at 4 p.m., Thursday and 8:30 a.m., Friday

Logistics

Please plan and secure your own travel arrangements whether by air and/or car. A hotel reservation
at the state government rate will be available to you, subject to your confirmation, to stay [Redacted
pursuant to Government Code Section 6254.3]

All actual and necessary travel expenses, including airfare, hotel (up to the state government rate,
plus tax), meals, parking, mileage, tolls, and taxi fares, incurred in order to attend meetings will be
reimbursed. Please submit original itemized receipts showing your payment along with the
completed Travel Expense Claim form to State Fund Executive Office. (Refer to Director
Compensation and Expense Reimbursement section, for detail.)

3/13/2009, v1.0 State Fund Page 37 of 42



Committee Membership and Charters

Composition of Board Committees

Board of Directors Orientation Manual

Audit Committee

Investment Committee

Governance Committee

Frank Quinlan, Chair

Vince Mudd, Chair

Jeanne Cain, Chair

Vince Mudd

Frank Quinlan

Dan Curtin

Steve Rank

Sen. Mike Machado

Sheryl Chalupa

Alt: Sheryl Chalupa

Alt: Steve Rank

Alt: Sen. Machado

Audit

The Audit Committee shall assist the Board of Directors in fulfilling its responsibility for oversight of
the quality and integrity of the State Fund accounting, auditing, and financial reporting practices and
the management of State Fund’s financial risk. The Committee’s main role is to assure compliance
with significant legal, ethical, and regulatory requirements through review of independent public
accounting firms and the performance of State Fund’s Internal Audit department. (Refer to Appendix,
Exhibit H — Audit Committee Charter.)

Governance

The Governance Committee shall assist the Board of Directors in shaping corporate governance
policies and practices by advising the Board of corporate governance trends and issues within the
industry. The Committee’s main role includes:
e Overseeing that State Fund has guidelines, processes, and procedures in place for it to
operate in a legal, ethical, and socially responsible manner;
¢ Providing the framework for governance through the Corporate Governance Guidelines and
State Fund’s By-Laws, and Code of Business Conduct and Ethics; and
e Monitoring and evaluating State Fund’s compliance with the Guidelines.

(Refer to Appendix, Exhibit N — Governance Committee Charter.)

Investment

The Investment Committee shall assist the Board of Directors in fulfilling its investment oversight
responsibilities by advising the Board on issues related to State Fund’s Investment Policy Statement
and providing direction on items related to investments. The Committee’s main role is to oversee
State Fund capital and financial resources, and monitoring the work of the Chief Investment Officer
and external Investment Managers. (Refer to Appendix, Exhibits | — Investment Committee Charter,
and Exhibit J — Investment Policy Resolution.)
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Director Compensation and Expense Reimbursement

Board Member compensation and expense reimbursement is governed by Insurance Code section
11770(d).

e Each Board Member appointed by the Governor, Speaker of the Assembly, and Senate
Committee on Rules shall be paid an annual compensation of fifty thousand dollars
($50,000), to be automatically adjusted for inflation beginning January 1, 2010.

o Each Board Member shall receive actual and necessary traveling expenses incurred in the
performance of duties as a Member and, with the exception of ex-officio members, one
hundred dollars ($100) for each day of actual attendance at Board meetings.

State Fund has recommended that Board Member compensation will be paid twelve (12) times per
year through the State Controllers Office. Compensation payments will be paid towards the end of
each scheduled monthly pay period. The request for this pay schedule has been submitted to the
Department of Personnel Administration (DPA) and State Fund is not authorized to issue

the compensation until DPA issues an Exempt Pay Letter.

Attendance pay of $100 per day (per attending member) will also be issued through the State
Controllers Office after notification from State Fund Human Resources department. State of
California Direct Deposit Enrollment form STD 699 will be available to facilitate direct deposit
activity. These forms are to be returned to State Fund Executive Office for submission to Human
Resources.

To receive reimbursement for travel expenses incurred in the performance of their duties, each
Board Member completes State Fund Travel Expense Claim Form e5050. Original itemized
receipts must accompany the form. Each Board Member must sign, date, and submit the form
packet to State Fund Executive Office for authorization signature and processing by State Fund’s
Fiscal and Investment Services office. Reimbursement checks will be sent to the Members from the
State Fund Executive Office. Travel reimbursement is not eligible for direct deposit.

Travel Expense Claim Form is attached (Refer to Appendix, Exhibit — K), along with a copy of the
Privately Owned Vehicle Insurance Certification (Refer to Appendix, Exhibit — L). These forms
must be completed in order to claim mileage (effective January 1, 2009 the reimbursement rate is 55
cents per mile, to mirror the IRS published reimbursement rate).

Also attached is State Fund Form 5493 Travel Expense Reimbursement Guide (Refer to

Appendix, Exhibit - M), a summary of State Fund’s travel program for represented and non-
represented employees and related forms, which correspond to State Fund employees’ claims.

3/13/2009, v1.0 State Fund Page 39 of 42



Board of Directors Orientation Manual

Summary of Protection — Directors and Officers

By-Law Indemnification

Section 31 of the Board’s By-Laws, contains a detailed provision for State Fund’s indemnification of
Board Members against actual and reasonable expenses in any threatened, pending or completed
or proceeding, whether civil, criminal, administrative or investigative (“proceeding”), as a Member of
State Fund’s Board.

Significant conditions for indemnification are:

e Those indemnification expenses include attorneys’ fees and expenses of establishing a right
to indemnification, judgments; fines, settlements approved in advance by State Fund, and
other amounts actually and reasonably incurred in connection with a proceeding when acting
in good faith and in State Fund’s best interests;

¢ Board Members must give the Secretary of State Fund written notice of a claim for
indemnification as soon as practicable;

e State Fund retains the right to assume the defense of a Member in any proceeding with
counsel approved by the Members; and

e The By-Laws do not require State Fund to indemnify a Member where California or Federal
laws expressly prohibit indemnification or relief from liability; or in certain proceedings
initiated by the Member; judicial determinations that a Member’s proceeding to enforce this
indemnification provision lacked good faith; or where State Fund’s liability insurance carrier
has paid for expenses or liability directly to the Member.

Statutory Limitation on Directors’ Liability
Insurance Code section 11172 limits the liability of a Board Member from any claim or suit as

follows:

“There shall not be any liability in a private capacity on the part of the board of directors or any
member thereof, or any officer or employee of the fund for or on account of any act performed or
obligation entered into in an official capacity, when done in good faith, without intent to defraud and
in connection with the administration, management or conduct of the fund or affairs relating thereto.”
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Board Members Materials (captured over time)

Board and Committee Meeting Minutes

All minutes of open meetings will be posted for the public on State Fund’s website ten days prior to
the next meetings as required by the Bagley-Keene Open Meeting Act. The Board and Committee
chairs will receive draft copies of the minutes to approve the content before the minutes are
finalized. Board and Committee Members will receive copies of closed session meeting minutes
related to their specific assignments in their official Board packets to review for approval before the
next meeting. The Board packets will also include the open meeting minutes of all committees for
general information since the minutes will have been made available to the public

One-way Transmissions of Information

Board and Committee Members will routinely receive reading material and staff memoranda with
information that is not related to a particular meeting agenda item in between Board and Committee
meetings. State Fund circulates the information in a manner restricting discussion or consensus
building among Members to prevent violation of Bagley-Keene requirements for holding meetings.
The communication normally advises Members that they should not discuss the contents with other
Members. Limited communication with staff is allowed. After review of the information, Members
may inform staff that they would like the material to be placed on an upcoming meeting agenda.
While most of the material is confidential and falls within specific statutory exemptions from
disclosure under Bagley-Keene and the California Public Records Act, portions may be subject to
disclosure to the public.

Financial Statements

Board Members will be provided with the summary and detailed financial statements, quarterly and
annually for the period most recently closed. Together with the financial information, State Fund will
provide an accompanying narrative report. Annual financial statements and financial statement for
regulatory filing will be submitted for Board review and approval, as required.

Information provided will typically include (but not limited to) the following elements, and will show
results versus prior budget periods, as applicable:

lllustrative Financial Highlights

Income Statements

Operating Results

Quarterly Earnings Trends

Peer Comparisons

Balance Sheet

Supplemental Operation Data
0 Premium Analysis

Combined Ratio Analysis

Loss Ratio Analysis

Underwriting Results

Investment Results

Cash Flow Analysis

O O0OO0O0O0
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Appendix

Exhibit A — Organizational Chart

Exhibit B — By-laws

Exhibit C — Oath of Office

Exhibit D — Code of Conduct

Exhibit E — Incompatible Activities

Exhibit F — Unethical Activities

Exhibit G — Conflict of Interest / Statement of Economic Interest Form
Exhibit H— Audit Committee Charter

Exhibit | — Investment Committee Charter

Exhibit J — Investment Policy Resolution

Exhibit K — Travel Expense Claim Form

Exhibit L — Privately Owned Vehicle Insurance Certification

Exhibit M — State Fund Form 5493 Travel Expense Reimbursement Guide
Exhibit N — Governance Committee Charter
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2009 Board of Directors Meeting Schedule

Thursday, January 15 to Friday, January 16
Publication January 5

Thursday, March 12 to Friday, March 13
Publication March 2

Thursday, May 14 to Friday, May 15
Publication May 4

Thursday, July 9 to Friday, July 10
Publication June 29

Thursday, September 10 to Friday, September 11
Publication August 31

Thursday, November 12 to Friday, November 13
Publication November 2

2009 Committee (Audit, Governance-TBD, and Investment)
Meeting Schedule

Thursday, January 15
Publication January 5

Thursday, March 12
Publication March 2

Thursday, May 14
Publication May 4

Thursday, July 9
Publication June 29

Thursday, September 10
Publication August 31

Thursday, November 12
Publication November 2
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STATE COMPENSATION INSURANCE FUND
OF THE

STATE OF CALIFORNIA

AMENDED AND RESTATED BY — LAWS

15 Abbreviation. Wherever in these By-Laws the name “State Fund” is used, it shall
mean State Compensation Insurance Fund of the State of California; and wherever “Board” is
used, it shall mean the Board of Directors of State Fund.

2. Governing Body. All powers of State Fund shall be exercised by, or under the
authority of, the Board, as provided in Section 11781 of the California Insurance Code
(hereinafter referred to as the “Insurance Code™), as may be amended from time to time.

3. Board Membership. The Board of Directors of State Fund is composed of eleven
(11) voting members (hereinafter referred to as the “Voting Members”), to be appointed as
follows:

3.1  The Governor of California shall appoint nine (9) members. One of the
members appointed by the Governor shall be from organized labor. The remaining members
appointed by the Governor shall have substantial experience in positions involving workers’
compensation, legal, investment, financial, corporate governance and management, accounting,
or auditing responsibilities with entities of sufficient size as to make their qualifications relevant
to an enterprise of the financial and operational size of State Fund.

3.2 The Speaker of the Assembly shall appoint one (1) member who shall
represent organized labor.

3.3 The Senate Committee on Rules shall appoint one member who shall have
been a policyholder of State Fund, or an officer or employee of a State Fund policyholder, for
one year immediately preceding the appointment, and who must continue in this status during the
period of his or her membership.

3.4  Atall times the Board shall have a member with auditing background for
the purposes of fulfilling the responsibility of the Chair of the Audit Committee.

4. Ex officio Member. The person holding the office of Director of Industrial
Relations shall be an ex officio, nonvoting member of the Board, and shall not be counted as a
member of the Board for the purpose of establishing a quorum. As used herein, the term
“members” shall mean the voting members and the ex officio member.

-1- November 21, 2008



5 Term of Office. The initial terms of office of the Voting Members shall be as
specified in Section 11770 of the Insurance Code, as may be amended from time to time.
Thereatter, the term of office of the Voting Members shall be five (5) years and they shall hold
office until the appointment and qualification of their successors.

6. Chairperson. As provided in Section 11770 of the Insurance Code, as may be
amended from time to time, the Governor shall appoint the Chairperson. The Chairperson may,
at his/her discretion, appoint a Vice Chairperson from among the Voting Members.

o Principal Office. The principal office of State Fund is at 1275 Market Street, San
Francisco, California.

8. Place of Meetings. Regular and special meetings of the Board shall be held at the
principal office of State Fund or at such other place as shall be designated in the notice of the
meeting.

9. Regular Meetings. Regular meetings of the Board shall be held at 9:00 a.m., or
such other time as shall be designated in the notice of the meeting, on the second Thursday of
the months of January, March, May, July, September, and November of each calendar year, or
on such other days as may be determined from time to time by the Board.

With the approval of a majority of the Voting Members present at a Board meeting, any
scheduled regular meeting may be advanced or postponed to another date.

10. Special and Emergency Meetings. Special and emergency meetings of the Board
may be called pursuant to the provisions of the Bagley-Keene Open Meeting Act, California
Government Code section 11120 et seq., as may be amended from time to time, and shall be held
at the principal office of State Fund or at such other place as shall be designated in the notice of
the meeting.

11. Notice of Special and Emergency Meetings. Notice of the time and place of
special and emergency meetings of the Board shall comply with the provisions of the Bagley-
Keene Open Meeting Act, California Government Code section 11120 et seq., as may be
amended from time to time.

12, Closed Sessions. Closed sessions of the Board may be held at any regular, special
or emergency meeting pursuant to the provisions of the Bagley-Keene Open Meeting Act,
California Government Code section 11120 et seq., as may be amended from time to time.

13, Adjournment. A majority of the Voting Members present, whether or not
constituting a quorum, may adjourn any meeting to another time and place.
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14.  Notice of Adjournment. Notice of the time and place of holding an adjourned
meeting shall be provided in compliance with the provisions of the Bagley-Keene Open Meeting
Act, California Government Code section 11120 et seq., as may be amended from time to time.

15.  Attendance. Attendance of Board members at regular, special or emergency
meetings may be by conference telephone, electronic video screen communication or electronic
transmission, in compliance with the provisions of the Bagley-Keene Open Meeting Act,
California Government Code section 11120 et seq., as may be amended from time to time.

16.  Quorum. A majority of the appointed number of Voting Members shall constitute
a quorum for the transaction of business, except to adjourn as herein provided, and provided that
at no time shall a quorum be established with less than five (5) Voting Members. Every act or
decision done or made by a majority of the Voting Members present at a meeting duly held at
which a quorum is present shall be regarded as the act of the Board. A meeting at which a
quorum is initially present may continue to transact business notwithstanding the withdrawal of
Voting Members, if any action taken is approved by at least a majority of the required quorum
for such meeting.

17, Committees of the Board. In addition to the standing committees of the Board of
Directors provided for in Sections 18 to 21 herein, the Board may, by resolution adopted by a
majority of the authorized number of Voting Members, designate one or more committees, be
they permanent or ad hoc. Each committee shall consist of two or more members to serve at the
pleasure of the Board. The Board may designate one or more members as alternate members of
any committee, who may replace any absent member at any meeting of the committee. The
appointment of members or alternate members of a committee requires the vote of a majority of
the appointed number of Voting Members. The Chair of each committee shall be appointed by
the Chairperson of the Board, subject to the approval of a majority of the Board of Directors then
in office. Any such committee, to the extent provided in the resolution of the Board, shall have
all the authority of the Board, except with respect to:

(a) the filling of vacancies on the Board or in any committee;

(b) the fixing of compensation of the members for serving on the
Board or on any committee;

(c) the amendment or repeal of By-laws or the adoption of new By-
laws;

(d) the amendment or repeal of any resolution of the Board which by
its express terms is not so amendable or repealable; or

(e) the appointment of any other committees of the Board or the
members thereof.
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18. Standing Committees Generally. The standing committees of the Board of
Directors shall be: (a) the Audit Committee, (b) the Investment Committee, and (c) the
Corporate Governance Committee. All standing committees are designated for one (1) year and
the members thereof shall be discharged at the first meeting of the Board of Directors in each
year.

19.  Audit Committee. The Audit Committee shall be a standing committee of the
Board. The Chair of the Audit Committee shall be a member with auditing background. The
Chairperson of the Board shall name to the Audit Committee such members as the Chairperson
of the Board shall determine such that at all times the membership of the Audit Committee meets
all legal and other applicable requirements. The Audit Committee shall (a) appoint a registered
public accounting firm to be retained by State Fund for the purpose of preparing and issuing an
annual audit report and performing such other services as may be required by State Fund and (b)
have such other responsibilities and authority as designated from time to time by resolution of
the Board.

20. Investment Committee. The Investment Committee shall be a standing committee
of the Board. The Chairperson of the Board shall name to the Investment Committee such
members as the Chairperson of the Board shall determine such that at all times the membership
of the Investment Committee meets all legal and other applicable requirements. The Investment
Committee shall have such responsibilities and authority as designated from time to time by
resolution of the Board of Directors or as otherwise prescribed by applicable law.

21, Corporate Governance Committee. The Corporate Governance Committee shall
be a standing committee of the Board. The Chairperson of the Board shall name to the Corporate
Governance Committee such members as the Chairperson of the Board shall determine such that
at all times the membership of the Corporate Governance Committee meets all legal and other
applicable requirements. The Corporate Governance Committee shall have such responsibilities
and authority as designated from time to time by resolution of the Board of Directors or as
otherwise prescribed by applicable law.

22, Removal. Any committee member may be removed, with or without cause, by
the Chairperson of the Board or by a majority of the appointed number of Voting Members.

23. Vacancies. Vacancies in any committee howsoever arising may be filled by the
Chairperson of the Board. Committee members appointed pursuant to this Section shall serve
for the unexpired portion of the term of the committee member whose death, resignation or
removal gave rise to the applicable vacancy, and until his or her successor shall have been
elected and qualified, subject however, to such replacement committee member’s earlier death,
resignation or removal.

-4- November 21, 2008



24.  Meetings and Action of Committees. Meetings and actions of committees shall
be governed by, and held and taken in accordance with, the provisions of these By-laws, Section
8 (Place of Meetings), Section 9 (Regular Meetings), Section 10 (Special and Emergency
Meetings), Section 11 (Notice of Special and Emergency Meetings), Section 12 (Closed
Sessions), Section 13 (Adjournment), Section 14 (Notice of Adjournment), and Section 15
(Attendance), with such changes in the context of those By-laws as are necessary to substitute
the committee and its members for the Board of Directors and its members. The Board of
Directors may adopt rules for the governance of any committee not inconsistent with the
provisions of these By-laws and with the provisions of the Bagley-Keene Open Meeting Act
California Government Code section 11120 et seq., as may be amended from time to time.

25. Minutes. Minutes shall be kept of all regular, special and emergency Board and
committee meetings, and shall show the names of the members who are present and a succinct
statement of each matter brought before the Board for consideration, together with a record of
the number of Aye and No votes thereon, unless a member asks that his/her vote be specifically
recorded.

26.  President. The President of State Fund shall have the powers and duties conferred
on him/her by law, and such other or additional powers, functions and duties as the Board may
from time to time delegate to him/her. In the interim between meetings, the President is
authorized to conduct all of the business and affairs of State Fund, subject to the approval of the
Board. At each regular meeting of the Board, the President shall submit the latest quarterly
Financial Statement, shall report on the business transacted since the previous regular meeting
and report on such other matters as the Board may require. In the absence of the President, an
Executive Vice President or the Chief Operating Officer or Chief Financial Officer shall perform
the duties of the President.

27.  Secretary and Assistant Secretary. The Voting Members shall elect a person to
serve as Secretary of State Fund. The Secretary shall attend meetings of the Board and its
committees, and be responsible for the keeping of proper minutes of such meetings. The
Secretary will be the custodian of the minutes and the records of the Board, and will perform
such other duties as may be assigned to him/her from time to time. The Voting Members may
also elect one or more persons to serve as Assistant Secretary. The Assistant Secretary shall
have such powers and duties as the Voting Members may from time to time prescribe. In the
absence of the Secretary, or an Assistant Secretary, the Chairperson shall designate a Secretary,
pro tem.

28.  Chairperson. At all meetings of the Board and its committees, the Chairperson or
Vice Chairperson of the Board (or committee), or in his/her absence the member present who has
served the longest as a member of the Board, shall preside.

29. Inspection by the Board of Directors. Every member of the Board shall have the
absolute right at any reasonable time to inspect all books, records, and documents of every kind
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and the physical properties of State Fund. This inspection by a member of the Board may be
made in person or by an agent or attorney and the right of inspection includes the right to copy
and make extracts of documents.

30.  Robert’s Rules of Order. At the Chairperson’s discretion, the most current edition
of Robert’s Rules of Order may be used as the authority governing all meetings of the Board
when not in conflict with these By-Laws.

31. Indemnification of Members and Other Agents,

(a) Indemnification — Third Party Proceedings. State Fund shall
indemnify any person (the “Indemnitee™) who is or was a party or is threatened to be
made a party to any proceeding (other than an action by or in the right of State Fund to
procure a judgment in its favor) by reason of the fact that Indemnitee is or was i) a
member, ii) officer, or iii) appointed by the Board of Directors as President, Chief
Financial Officer, Chief Operating Officer, Chief Information Technology Officer, Chief
Investment Officer, Chief Risk Officer, or General Counsel of State Fund (collectively, a
“Board Appointee™), by reason of any action or inaction on the part of Indemnitee while a
member, officer or Board Appointee against actual and reasonable expenses (including
subject to Section 31(e), attorneys’ fees and any expenses of establishing a right to
indemnification pursuant to this Section 31 or under California law), judgments, fines,
settlements (if such settlement is approved in advance by State Fund, which approval
shall not be unreasonably withheld) and other amounts actually and reasonably incurred
by Indemnitee in connection with such proceeding if Indemnitee acted in good faith and
in a manner Indemnitee reasonably believed to be in or not opposed to the best interests
of State Fund and, in the case of a criminal proceeding, if Indemnitee had no reasonable
cause to believe Indemnitee’s conduct was unlawful. The termination of any proceeding
by judgment, order, settlement, conviction or upon a plea of nolo contendere or its
equivalent shall not, of itself, create a presumption that Indemnitee did not act in good
faith and in a manner which Indemnitee reasonably believed to be in or not opposed to
the best interests of State Fund, or with respect to any criminal proceedings, would not
create a presumption that Indemnitee had reasonable cause to believe that Indemnitee’s
conduct was unlawful.

(b) Indemnification — Proceedings by or in the Right of State Fund.
State Fund shall indemnify Indemnitee if Indemnitee was or is a party or is threatened to
be made a party to any threatened, pending or completed action by or in the right of State
Fund to procure a judgment in its favor by reason of the fact that Indemnitee is or was a
member, officer or Board Appointee by reason of any action or inaction on the part of
Indemnitee while a member, officer or Board Appointee against expenses (including
subject to Section 31(e), actual and reasonable attorneys’ fees and expenses of
establishing a right to indemnification pursuant to this Section 31 or under California
law) and, to the fullest extent permitted by law, amounts paid in settlement, in each case
to the extent actually and reasonably incurred by Indemnitee in connection with the
defense or settlement of the proceeding if Indemnitee acted in good faith and in a manner
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Indemnitee believed to be in or not opposed to the best interests of State Fund, except
that no indemnification shall be made with respect to any claim, issue or matter to which
Indemnitee shall have been adjudged to have been liable to State Fund in the performance
of Indemnitee’s duty to State Fund, unless and only to the extent that the court in which
such proceeding is or was pending shall determine upon application that, in view of all
the circumstances of the case, Indemnitee is fairly and reasonably entitled to indemnity
for expenses and then only to the extent that the court shall determine.

(c) Successtul Defense on Merits. To the extent that Indemnitee
without limitation has been successful on the merits in defense of any proceeding referred
to in Sections 31(a) or 31(b) above or in defense of any claim, issue or matter therein,
State Fund shall indemnify Indemnitee against expenses (including attorneys’ fees)
actually and reasonably incurred by Indemnitee in connection therewith.

(d) Certain Terms Defined. For purposes of this Section 31,
references to “proceeding” shall include any threatened, pending or completed action or
proceeding, whether civil, criminal, administrative or investigative.

(e) Advancement of Expenses. State Fund shall advance all actual and
reasonable expenses incurred by Indemnitee in connection with the investigation,
defense, settlement (excluding amounts actually paid in settlement of any action, suit or
proceeding) or appeal of any civil or criminal action, suit or proceeding referenced in
Sections 31(a) and (b) hereof. Indemnitee hereby undertakes to repay such amounts
advanced only if, and to the extent that, it shall be determined ultimately that Indemnitee
is not entitled to be indemnified by State Fund as authorized hereby. The advances to be
made hereunder shall be paid by State Fund to Indemnitee within twenty (20) days
following delivery of a written request therefor by Indemnitee to State Fund,

() Notice of Claim. Indemnitee shall, as a condition precedent to his
or her right to be indemnified under this Section 31, give State Fund notice in writing as
soon as practicable of any claim made against Indemnitee for which indemnification will
or could be sought under this Section 31. Notice to State Fund shall be directed to the
Secretary at the principal office of State Fund (or such other address as State Fund shall
designate in writing to Indemnitee). In addition, Indemnitee shall give State Fund such
information and cooperation as it may reasonably require and as shall be within
Indemnitee’s power.

(g) Enforcement Rights. Any indemnification provided for in Sections
31(a), 31(b) or 31(c) shall be made no later than sixty (60) days after receipt of the
written request of Indemnitee. If a claim or request under this Section 31 or under any
statute providing for indemnification is not paid by State Fund, or on its behalf, within
sixty (60) days after written request for payment thereof has been received by State Fund,
Indemnitee may, but need not, at any time thereafter bring suit against State Fund to
recover the unpaid amount of the claim or request, and subject to Section 31(q),
Indemnitee shall also be entitled to be paid for the expenses (including actual and
reasonable attorneys” fees) of bringing such action. It shall be a defense to any such
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action (other than an action brought to enforce a claim for expenses incurred in
connection with any action, suit or proceeding in advance of its final disposition) that
Indemnitee has not met the standards of conduct which make it permissible under
applicable law for State Fund to indemnify Indemnitee for the amount claimed, but the
burden of proving such defense shall be on State Fund, and Indemnitee shall be entitled
to receive interim payments of expenses pursuant to Section 31(e) unless and until such
defense may be finally adjudicated by court order or judgment for which no further right
of appeal exists. The parties hereto intend that if State Fund contests Indemnitee’s right
to indemnification, the question of Indemnitee’s right to indemnification shall be a
decision for the court, and no presumption regarding whether the applicable standard has
been met will arise based on any determination or lack of determination of such by State
Fund (including its Board or independent legal counsel).

(h) Assumption of Defense. In the event State Fund is obligated to
pay the expenses of any proceeding against Indemnitee, State Fund shall be entitled to
assume the defense of such proceeding with counsel approved by Indemnitee, which
approval shall not be unreasonably withheld, upon delivery to Indemnitee of written
notice of its election to do so. After delivery of such notice, approval of such counsel by
Indemnitee and the retention of counsel by State Fund, State Fund will not be liable to
Indemnitee under this Section 31 for any fees of counsel subsequently incurred by
Indemnitee with respect to the same proceeding, unless (i) the employment of counsel by
Indemnitee has been previously authorized by State Fund, (ii) Indemnitee shall have
reasonably concluded, based on written advice of counsel, that there may be a conflict of
interest of such counsel retained by State Fund between State Fund and Indemnitee in the
conduct of such defense, or (iii) State Fund ceases or terminates the employment of such
counsel with respect to the defense of such proceeding, in any of which events the fees
and expenses of Indemnitee’s counsel shall be at the expense of State Fund. At all times,
Indemnitee shall have the right to employ other counsel in any such proceeding at
Indemnitee’s expense.

(1) Approval of Expenses. No expenses for which indemnity shall be
sought under this Section 31, other than those in respect of judgments and verdicts
actually rendered, shall be incurred without the prior consent of State Fund, which
consent shall not be unreasonably withheld.

() Subrogation. In the event of payment under this Section 31, State
Fund shall be subrogated to the extent of such payment to all of the rights of recovery of
the Indemnitee, who shall do all things that may be necessary to secure such rights,
including the execution of such documents necessary to enable State Fund effectively to
bring suit to enforce such rights.

(k) Exceptions. Notwithstanding any other provision herein to the
contrary, State Fund shall not be obligated pursuant to this Section 31:

(i) Excluded Acts. To indemnify Indemnitee (a) as to
circumstances in which indemnity is expressly prohibited pursuant to California
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or Federal law, or (b) for any acts or omissions or transactions from which a
person may not be relieved of liability pursuant to California or Federal law; or

(ii) Claims Initiated by Indemnitee. To indemnify or advance
expenses to Indemnitee with respect to proceedings or claims initiated or brought
voluntarily by Indemnitee and not by way of defense, except with respect to
proceedings brought to establish or enforce a right to indemnification under this
Section 31 or any other statute or law but such indemnification or advancement of
expenses may be provided by State Fund in specific cases if the Board has
approved the initiation or bringing of such suit; or

(i11) Lack of Good Faith. To indemnify Indemnitee for any
expenses incurred by the Indemnitee with respect to any proceeding instituted by
Indemnitee to enforce or interpret this Section 31, if a court of competent
jurisdiction determines that such proceeding was not made in good faith or was
frivolous; or

(iv) Insured Claims. To indemnify Indemnitee for expenses or
liabilities of any type whatsoever (including, but not limited to, judgments, fines,
or penalties, and amounts paid in settlement) which have been paid directly to
Indemnitee by an insurance carrier under a policy of liability insurance
maintained by State Fund.

(1) Partial Indemnification. If Indemnitee is entitled under any
provision of this Section 31 to indemnification by State Fund for some or a portion of the
expenses, judgments, fines or penalties actually or reasonably incurred by the Indemnitee
in the investigation, defense, appeal or settlement of any civil or criminal action, suit or
proceeding, but not, however, for the total amount thereof, State Fund shall nevertheless
indemnify Indemnitee for the portion of such expenses, judgments, fines or penalties to
which Indemnitee is entitled.

(m)  Coverage. This Section 31 shall, to the extent permitted by law,
apply to acts or omissions of Indemnitee which occurred prior to the adoption of this
Section 31 if Indemnitee was a member, officer or Board Appointee of State Fund at the
time such act or omission occurred. All rights to indemnification under this Section 31
shall be deemed to be provided by a contract between State Fund and the Indemnitee in
which State Fund hereby agrees to indemnify Indemnitee to the fullest extent permitted
by law, notwithstanding that such indemnification is not specifically authorized by these
By-laws or by statute. Any repeal or modification of these By-laws or any applicable law
shall not affect any rights or obligations then existing under this Section 31. The
provisions of this Section 31 shall continue as to Indemnitee for any action taken or not
taken while serving in an indemnified capacity even though the Indemnitee may have
ceased to serve in such capacity at the time of any action, suit or other covered
proceeding. This Section 31 shall be binding upon State Fund and its successors and
assigns and shall inure to the benetit of Indemnitee and Indemnitee’s estate, heirs, legal
representatives and assigns.
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(n) Non-Exclusivity. Nothing herein shall be deemed to diminish or
otherwise restrict any rights to which Indemnitee may be entitled under these By-laws,
any agreement or under the laws of the State of California.

(0) Severability. Nothing in this Section 31 is intended to require or
shall be construed as requiring State Fund to do or fail to do any act in violation of
applicable law. If this Section 31 or any portion hereof shall be invalidated on any
ground by any court of competent jurisdiction, then State Fund shall nevertheless
indemnify Indemnitee to the fullest extent permitted by any applicable portion of this
Section 31 that shall not have been invalidated.

(p) Attorneys’ Fees. In the event that any action is instituted by
Indemnitee under this Section 31 to enforce or interpret any of the terms hereof,
Indemnitee shall be entitled to be paid all court costs and expenses, including actual and
reasonable attorneys” fees, incurred by Indemnitee with respect to such action, unless as a
part of such action, the court of competent jurisdiction determines that the action was not
instituted in good faith or was frivolous. In the event of an action instituted by or in the
name of State Fund under this Section 31, or to enforce or interpret any of the terms of
this Section 31, Indemnitee shall be entitled to be paid all court costs and expenses,
including actual and reasonable attorneys” fees, incurred by Indemnitee in defense of
such action (including with respect to Indemnitee’s counterclaims and cross-claims made
in such action), unless as a part of such action the court determines that Indemnitee’s
defenses to such action were not made in good faith or were frivolous.

(q) Notice. All notices, requests, demands and other communications
under this Section 31 shall be in writing and shall be deemed duly given (i) if delivered
by hand and receipted for by the addressee, on the date of such receipt, (i) if sent by
electronic transmission by State Fund, at the time sent, or (iii) if mailed by domestic
certified mail, with postage prepaid, return receipt requested, on the third business day
after the date postmarked.

32, Amendment to By-Laws. The Voting Members shall have the authority to repeal,

alter or amend these By-laws or adopt new By-laws at any regular meeting by the affirmative
vote of a majority of the appointed number of Voting Members, provided that the Voting
Members shall not make or alter any By-law fixing Board membership, term of office or
qualification for Board membership, unless such amendment thereof is necessary to make these
By-Law provisions consistent with the law of California.

-10- November 21, 2008



Exhibit C — Oath of Office
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OATH OF OFFICE

The appointing power may provide the new member with an

Oath of Office and advise that it be taken before the member begins

his or her duties. It may differ from the Oath of Office State of California
STD. 688. This Oath is sworn or affirmed by the new member before
State Fund President and CEQ Janet D. Frank. The original signed QOath
is then submitted to the Secretary of State, Executive Office with the
request that the Oath be filed.

OATH OF OFFICE
of

State Compensation Insurance Fund

Member, Board of Directors

STD. 888 (Hev. 5/84}



OATH

................................................................ , do solemnly swear
(or affirm) that I will support and defend the Constitution
of the United States and the Constitution of the State of
California against all enemies, foreign and domestic: that |
wiil bear true faith and allegiance to the Constitution of the
United States and the Constitution of the State of California;
that [ take this obligation freely, without any mental reservation
or purpose of evasion: and that I will well and faithfully dis-

charge the duties upon which I am about to enter.

3



Exhibit D — Code of Conduct

Redacted pursuant to California Government Code section 6254(ad)(3) and (5).
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Exhibit E — Incompatible Activities

Redacted pursuant to California Government Code section 6254(ad)(3) and (5).
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Exhibit F — Unethical Activities

Redacted pursuant to California Government Code section 6254(ad)(3) and (5).
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Exhibit G — Conflict of Interest / Statement of Economic
Interest Form (700)

Portion redacted pursuant to California Government Code section 6254(ad)(3) and (5).
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STATE

COMPENSATION
INSURANCE

I U N D EXECUTIVE OFFICES

Conflict of Interest

These are several of State Fund’s conffict of interest programs, trainings, and policies to ensure
awareness, commitment, and compliance. Of immediate importance are the Ethics Orientation and
the filing of Statement of Economic Interests according to the Summaries below and the information
attached. State Fund Worksite: Copyright 2000-2008 State Compensation Insurance Fund

California's WHISTLEBLOWER Complaint Program

You can blow the whistle on State Fund employee fraud and waste. As of January 1, 2007, the
Bureau of State Audits (BSA) is the point of contact to report suspected improper activities of
State Fund or State Fund employees. The California Whistleblower Protection Act protects
against reprisal for reporting improper activities. The Act also protects the identity of a reporting
individual unless disclosure to a law enforcement agency conducting a criminal investigation

is required.

Ethics Orientation for State Officials

The Ethics Orientation for State Officials is training mandated by the State of California for all
employees required to file Statements of Economic Interests (SEI). For State Fund that means
any employee filing either Fair Political Practices Commission Form 700 or 700A. All State Fund
SEI filers must complete the initial Ethics Orientation within six months of appointment to a position
that requires SElI filing, and must complete a re-orientation every odd calendar year thereafter.

Integrity in Action

State Fund has established a program called Integrity in Action. With the implementation of this
program, we all can have confidence in State Fund’s commitment to uphold the highest ethical
standards. The program features a hotline on which you can relay any ethical concerns

about State Fund to the Board of Directors.

State Fund Corporate Guidelines Manual

Corporate Guidelines are an up-to-date resource, giving meaningful direction to all State Fund
managers and employees. State Fund’s Corporate Guidelines identify objectives and make them
explicit. They are intended to guide managers and employees in responding to changing circumstances.
Where the choice of alternatives is limited, Corporate Guidelines will shape the manner in which

State Fund operates.

State Fund Systems - User Information Notice

This User Information Notice provides employee guidance for the proper use of the electronic
information systems of State Compensation Insurance Fund. The electronic systems covered by
this document include computer equipment, Internet access, computer software, data, databases,
electronic files, telephones, voice mail, fax machines, wireless devices, and any other similar
information technologies that State Fund currently uses or may use in the future.

Statement of Economic Interests

Designated personnel are required to file a Statement of Economic Interests (SEI) upon assuming
a position for the first time that requires filing, annually, and when leaving a designated position
where one does not transfer or promote to another designated position. State Fund has adopted
a Conflict of Interest Code which specifies the particular types of disclosures required by the
Political Reform Act. In general, the types of interests which are subject to disclosure under the
Political Reform Act are certain investments, interests in real property, sources of income,

and business positions.

1275 Market Street  San Francisco, CA 94103-1410
(415) 565-1456 Fax (415) 703-7821
Mailing Address: P.O. Box 420807 « San Francisco, CA 94142-0807
SCIF 19011 =%



CH. 35 CONFLICT OF INTEREST CODE FOR THE
STATE COMPENSATION INSURANCE FUND

52400 General Provisions

The Political Reform Act, Government Code Sections 81000, et seg., 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. Section
18730, which contains the terms of a standard Conflict of Interest Code, which can be
incorporated by reference, and which may be amended by the Fair Political Practices
Commission to conform to amendments in the Political Reform Act after public notice
and hearings. 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 and, along with the attached Appendix in which officials and
employees are designated and disclosure categories are set forth, constitute the Conflict
of Interest Code of the State Compensation Insurance Fund.

Pursuant to Section 4 (A) of the standard code, designated employees shall file statements
of economic interests with their agency. Upon receipt of the statements of the Board of
Directors, the agency shall make and retain a copy and forward the original of these
statements to the Fair Political Practices Commission.

Note: The Political Reform Act consists of Sections 81000 through 91014 of the
Government Code. The Political Reform Act was an initiative approved by the people on
June 4, 1974 which became effective on January 7, 1975. The provisions of Section
18730 of Title 2 of the California Code of Regulations, together with the two pages
attached hereto, constitute the Conflict of Interest Code of the State Compensation
Insurance Fund and provide the specific procedures to be followed in complying with the
Political Reform Act.

APPENDIX

DESIGNATED EMPLOYEES
EMPLOYEE (S) DISCLOSURE CATEGORIES
Members of Board of Directors 1,2,3,4
President 1,2,3,4
Executive Vice-President 1,2,3,4
Vice-President 1,2,3,4
Chief Counsel 1,2,3,4,6
All Other Counsel )
District Manager 7

Claims Manager
Assistant Claims Manager

--1~_JUUI-P~



APPENDIX CONT.

DESIGNATED EMPLOYEES
EMPLOYEE (S) DISCLOSURE CATEGORIES
Claims Adjuster 7
Business Services Manager 4
Purchasing Manager 4
Buyer 5
Real Property Manager 1,5
Fiscal & Investment Services Manager 3
Corporate Planning Officer 2
Group Insurance Manager 5,7

DISCLOSURE CATEGORIES

Category 1

Interest in real property within two (2) miles of any real property owned or leased by
State Compensation Insurance Fund.

Category 2

Investments in, income from, and positions held with business entities providing
workers’ compensation insurance coverage under the California Workers’ Compensation
Laws.

Category 3

Investments in, income from, and positions held with financial institutions or business
entities of the type with which the State Compensation Insurance Fund has deposits or in
which it makes investments.

Category 4

Investments in, income from, and positions held with business entities of the type which,
within the past two years, have contracted with the State Compensation Insurance Fund
to provide services, supplies, materials, machinery, or equipment. (As an aid to
designated employees, the State Compensation Insurance Fund shall provide a list of
vendors with whom it has transacted business during the twelve-month period preceding
the disclosure statement filing date.)



Category 5

Investments in, income from, and positions held with business entities of the type which,
within the past two years, have contracted with the State Compensation Insurance Fund
to provide services, supplies, materials, machinery, or equipment which the filer has
responsibility for purchasing. (As an aid to designated employees, the State
Compensation Insurance Fund shall provide a list of vendors with whom it has transacted
business during the twelve-month period preceding the disclosure statement filing date.)

Category 6

Investments in, income from, and positions held with business entities and persons who
have, during the reporting period, been the subject of legal work performed by the filer in
his/her capacity as an attorney for the State Compensation Insurance Fund.

Category 7

Investments in, income from, and positions held with business entities and persons whose
claims have been adjusted by the filer during the reporting period. If the employee has
not participated in an adjustment assignment during the course of the reporting period in
which he or she has a financial interest, then the employee shall sign a statement to that
effect under penalty of perjury. Such statement shall be filed and processed as though it
were the disclosure statement required by Section 4 (A) the Standard Code. The
employee who participated in an adjustment assignment in which he or she has a
financial interest shall disclose that interest as described above, but such statement shall
be delivered to the filing officer who will file the statement as a public record.

MODIFICATION TO STANDARD CONFLICT OF INTEREST CODE

Section 8 is modified by adding a paragraph following the last paragraph, to read as
follows:

Four members of the Board of Directors of State Compensation Insurance Fund are
required be law to be selected from its policyholders (Ins. C. $11770). For purposes
of dividend decisions, these policy holders are deemed to constitute the public
generally within the meaning of 2 Cal. Code of Regs. S18703 (d).
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A Basic Overview of State
Economic Disclosure Law
And Reporting Requirements

Introduction

The Political Reform Act of 1974 (Gov.
Code sections 81000-91014) requires
many state and local public officials and
employees to disclose certain personal fi-
nancial holdings. The Act, which frequently
has been amended, began as a ballot initia-
tive approved by over 70 percent of Califor-
nia voters in the wake of the Watergate po-
litical scandals.

One of the Act's stated purposes de-
clares:

Assets and income of public offi-
cials which may be materially af-
fected by their official actions
should be disclosed and in appro-
priate circumstances the officials
should be disqualified from acting in
order that conflicts of interest may
be avoided. (Cal. Gov't. Code sec-
tion 81002(c}.)

In its findings and declarations, the Act
adds:

Public officials, whether elected or
appointed, should perform their
duties in an impartial manner, free
from bias caused by their own fi-
nancial interests or the financial
interests of persons who have
supported them. (Cal. Gov't. Code
section 81001(b).)

The Act and its practical implementa-
tion have a broad reach across California

Chart 1

Political Reform
Act of 1974

Disclosure
and reporting
requirements

{,»- v v

“Section 87200”

Agency
conflict-of-
interest codes

.
v S

Elected officials “Designated”
and others who officials

must disclose
under “section
87200"

and employees
who must file
full or limited
disclosure

government. Many tens of thousands of
public workers, ranging from the governor
to local department heads to board and
commission members, are required to file
public, personal financial disclosure re-
ports known as “statements of economic
interests.”

The Act establishes a complex, decen-
tralized system of managing this disclo-
sure in which each state and local govern-
ment agency is required to adopt and im-
plement a separate conflict-of-interest
code. The administration of this decentral-
ized system is divided between the Fair
Political Practices Commission and re-
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sponsible officials at more than 7,000
state and local agencies.

Employees and officeholders at virtu-
ally all state and local agencies, as well as
candidates for public office, use the Fair
Political Practices Commission’s form 700
to file their statements of economic inter-
ests. The statements are sometimes infor-
mally referred to as “SEls,” “700s” or
“conflict-of-interest statements.” The form
is available from your agency or in an in-
teractive version on the FPPC web site.
Form 700 amendment schedules, also
available from your agency and the web
site, are used to file amendments to a pre-
viously filed statement.

Most of these forms are not filed di-
rectly with the FPPC. Rather, they are
filed with the agency’s filing officer or filing
official, or, in the case of candidates, with
election offices or local clerk offices. In
some cases, the agency will forward the
original form to the FPPC while retaining a

copy.

Filers must sign the form 700 under pen-
alty of perjury (see section 81004 of the
Act). Once filed, the form is a public docu-
ment and must be made available to the
public on request (section 81008). Public
officials are generally not required to list
their home addresses or home telephone
numbers on the form.

The forms alert public officials about
their own economic interests and potential
areas of conflict in relation to their duties,
and provide information to members of the
public who may monitor official actions for
any conflicts.

FPPC

While sometimes popularly called
“conflict-of-interest statements,” the forms
list only personal financial interests and
don’t in themselves disclose any conflicts of
interests. Any conflict of interest under the
Political Reform Act can only come about if
a public official makes or participates in
making a government decisjon that has a
reasonably foreseeable material financial
effect on the official’s personal financial in-
terests. Also, the law does not require all
relevant personal financial interests (such
as ownership of a personal residence in
most cases) to be disclosed on the state-
ment of economic interests.

The form 700 includes extensive in-
structions on how to fill it out. Your agency
or the FPPC can provide individual help if
you have further questions about the form,
or where and when to file it.

The FPPC and agencies have the au-
thority to levy penalties when a statement
of economic interests is not filed on time.
The FPPC also has the authority to levy ad-
ministrative fines of up to $5,000 per viola-
tion of the Political Reform Act, or to seek
civil penalties in the courts. The FPPC
does not have the power to bring criminal
charges but may refer cases to another law
enforcement authority such as a district at-
torney.

Fair Political Practices Commission
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Who must disclose?

The Act establishes two categories of
public officials and employees who must
disclose their personal financial interests.
See Chart 1 on Page 1 for a basic diagram
of how the law works.

1. Officials required to disclose
under section 87200 of the
Government Code

Section 87200 contains a specific list of
officials, including high-ranking elected of-
ficeholders, who are subject to the most ex-
tensive disclosure requirements under the
Act. These officials are listed in Chart 2,
found in the right column of this page.

Officials specified in section 87200, and
candidates for the elective offices specified
in section 87200, must file form 700 periodi-
cally to disclose certain investments, inter-
ests in real property, sources of income,
gifts, loans and business positions. These
officials are sometimes informally referred
to as “87200 filers.”

Il. Officials and employees required
to disclose
under section 87300

Every state and local government
agency is required to adopt a “conflict-of-
interest code” under the Act (see Cal.
Gov't. Code section 87300). The Act lists
the provisions required for such codes
(section 87302) and requires that each
code be approved by a “code reviewing
body” (section 87303).

V(Ehart 2 — Officials required to file
disclosure statements under
section 87200 of the Cal. Gov’t. Code ‘

State Offices:
Governor
Lieutenant governor
Attorney general
Controller
Insurance commissioner
Secretary of state
Treasurer
Members of the state legislature
Superintendent of public instruction
State Board of Equalization members
Public utilities commissioners
State energy resources conservation
and development commissioners
State coastal commissioners
Elected CalPERS board members
Fair Political Practices Commission
members
State public officials who manage
public investments

Judicial Offices:
Supreme, appellate and superior
court judges
Court commissioners
Retired and pro-tem judges, part-time
court commissioners

County and city offices:
Members of boards of supervisors
Mayors and members of city councils
Chief administrative officers
District attorneys
County counsels
City attorneys
City managers

Planning commissioners
County and city treasurers
County and city public officials who

manage public investments

Fair Political Practices Commission
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The law requires this decentralized sys-
tem. Section 87301 states:

It is the policy of this act that
Conflict of Interest Codes shall
be formulated at the most de-
cenlralized level possible, but
without precluding intra-
departmental review. Any
question of the level of a de-
partment which should be
deemed an “agency” for pur-
poses of Section 87300 shall be
resolved by the code reviewing
body.

When an agency adopts or amends its
conflict-of-interest code, how does it deter-
mine which agency positions are covered
under the code and which are not?

Each agency conflict-of-interest code
must designate, or include, the employee
positions within that agency “which involve
the making or participation in the making of
decisions which may foreseeably have a
material effect on any financial interest” of
the employee (section 87302(a)).

These officials and employees must file
form 700 periodically and disclose certain
investments, interests in real property,
sources of income, gifts, loans and busi-
ness positions. These filers are sometimes
informally referred to as “designated em-
ployees” or “code filers.”

In some cases, consultants to govern-
ment agencies are required to file state-
ments of economic interests under agency
conflict-of-interest codes. Generally speak-
ing, consultants who perform the duties of a

FPPC

government employee over a significant pe-
riod of time, or who make or participate —
without significant intervening review — in
the making of government decisions, may
be required to file (See FPPC Regulation
18701).

Every state and local government of-
ficial, employee and consultant must re-
frain from making or participating in a
government decision that has a rea-
sonably foreseeable material financial
effect on his or her personal financial in-
terests, regardless of whether the indi-
vidual is required to file a statement of
economic interests.

Unlike the officials who must disclose
under section 87200 of the Act, certain em-
ployees designated under agency conflict-
of-interest codes may have to make only
limited disclosures of their financial inter-
ests. The amount of disclosure will depend
upon their duties. In general, those employ-
ees in positions with broader decision-
making authority will have to provide
broader disclosure of their personal finan-
cial interests.

Agencies must amend their conflict-of-
interest codes when necessary to add or
delete designated positions and disclosure
categories. Conflict-of-interest codes are
reviewed every two years. If an employee
believes the amount of disclosure required
for his or her position should be revised,
those concerns can be addressed by the
agency, including during the review proc-
ess.

The FPPC reviews conflict-of-interest
codes for all state agencies and all multi-
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county agencies — approximately 1,000
codes. Codes adopted by other local agen-
cies are reviewed by the appropriate county
board of supervisors or city council, de-
pending upon the jurisdiction of the agency
(see section 82011).

The FPPC has adopted regulations to
assist agencies in adopting conflict-of-
interest codes. All state agencies and most
local agencies now use a regulation (FPPC
Regulation 18730) as the body of their indi-

FPPC

vidual conflict-of-interest codes, with each
agency adding its individual list of desig-
nated employees and the types of disclo-
sure required of different employee posi-
tions. This regulation can be found on the
FPPC web site, www.fopc.ca.gov. FPPC
staff members also provide assistance or
training on conflict-of-interest codes to local
and state agencies and code-reviewing
bodies. Check the FPPC web site or call 1-
866-ASK-FPPC for a schedule of upcoming
training seminars.

by the district.

Chart 3 — Examples of where form 700 is filed:

« City Councilperson Rodriguez must disclose under section 87200 of the Politi-
cal Reform Act. She files her form 700 with the city clerk (filing official), who
retains a copy and forwards the original to the FPPC (filing officer). The city
clerk also receives and retains forms filed by employees of city agencies who
have been designated in the city's conflict-of-interest code. For the employ-
ees’ forms, the city clerk is the filing officer.

« State Senator Smith is an official specified in Gov. Code section 87200. She
files her form 700 with the secretary of the senate (filing official), who retains a
copy and forwards the original to the FPPC (filing officer).

» The Department of Social Services is a state agency and has adopted a con-
flict-of-interest code designating those positions within the agency that must
file form 700. The code requires the forms to be filed with the agency. How-
ever, the code also states that the personnel division will retain a copy of the
form filed by the agency director and forward the original to the FPPC. The
personnel division is the filing officer for forms filed by the employees and is
the filing official for the director. The FPPC is the filing officer for the director.

« Chief Jones occupies a position designated by the conflict-of-interest code
adopted by the Siskiyou County Fire Services District, a local government
agency. The form 700s from Jones and the district’s elected board members
are filed with and retained by the county. As set out in the conflict-of-interest
code, forms filed by all other designated employees are filed with and retained

Fair Political Practices Commission
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An outline of the disclosure process — Chart 4

1. Two types of filers:
— “87200 filers” whose positions are listed in Gov. code section 87200
— "Designated officials” — state and local government agencies are required
to adopt a conflict-of-interest code and designate decision makers who
file disclosure statements

2. Types of statements filed on form 700:
— Assuming office/initial
— Annual
— Leaving Office
— Candidate
— Amended statements

3. Places to file the form:
— Section 87200 filers file with their state, city or county agency, which in
most cases retains a copy and forwards the original to the FPPC
— "Designated officials” file their forms with their agency
1) Most of these originals retained by agency
2) Some originals forwarded to the FPPC (such as state department
heads, board and commission members, selected multi-county
agencies) with copies retained by the agency
3) Senate and Assembly staff members file directly with the
FPPC
— Candidate statements are filed with the appropriate election official, such
as the local registrar of voters or clerk

4. Filing officers and filing officials

— Filing officer retains original statements
1) Supplies forms, notifies filers
2) Logs statements, notifies non-filers
3) Reviews statements and requests amendments
4) Imposes late filing penalties
5) Provides public access

— Filing official retains copy and forwards original to filing officer
1) Supplies forms, notifies filers
2) Sends names of filers to filing officers
3) Logs forms sent to filing officer
4) Provides public access to copies of forms

Fair Political Practices Commission 6 Your Duty To File (revised 09/04)




Where do I file my form 700?

The Act mandates a decentralized sys-
tem for filing, reviewing and retaining the
form 700 statements of economic interests.
This system is specified in section 87500 of
the Government Code. Examples can be
found in Chart 3 on Page 5, and the proc-
ess is outlined in Chart 4 on Page 6.

Candidates file their statements of eco-
nomic interests with their election official,
such as their registrar of voters or city clerk.

The vast majority of public officials and
employees file their form 700 with a filing
officer at their own agency. This person re-
views, logs and files the statement, pro-
vides public access to the form and per-
forms other duties.

In most other cases, public officials and
employees file their statement with a filing
official at their agency, who acts as an in-
termediary and, after making a copy, for-
wards the original statement to the FPPC or
fo a county filing officer.

The FPPC receives — and is the filing
officer for — approximately 20,000 state-
ments of economic interest filed on an inter-
mediary basis with other agencies. These
statements include the officials specified in
section 87200 as well as the following:

> desighated employees of the state sen-
ate and state assembly

# members appointed to state boards and
commissions

» state department heads (agency secre-

FPPC

taries, directors and chief deputy direc-
tors of state agencies)

» employees of certain multi-county agen-
cies

Regulation 18115 explains the respec-
tive roles of filing officers and filing officials.
Briefly, filing officers assess fines for late-
filed statements, review all statements for
facial compliance, perform an in-depth re-
view of some statements, and refer prob-
lems to the FPPC for potential enforcement
actions. The FPPC now has an expedited
and streamlined enforcement program for
late-filed statements of economic interests.

Deadlines for filing statements of
economic interests (form 700)

Candidates for certain elected positions
must file a candidate statement prior to
their election. Each type of statement has
a specified “reporting period” (such as a
calendar year) and is filed on the form 700
statement of economic interests.

Upon assuming his or her public office
or job, an official first files an “assuming of-
fice” or “initial” statement of economic in-
terests. After that, the official or employee
files an annual statement each year until
he or she leaves office, at which time a
leaving office statement must be filed.

Candidate statements: Candidates for
elective offices specified in section 87200
must file form 700 no later than the dead-
line for filing a declaration of candidacy to
appear on a ballof. State and local elec-
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tions occur throughout the year, and filing
times vary. Some local conflict-of-interest
codes may require candidates for other
elective offices (such as school board or
city clerk) to file candidate statements.
Most do not have this requirement.

Assuming Office State-
ments:

» elected officials:
file 30 days after
assuming office.

» appointed offi-
cials under sec-
tion 87200: file
30 days after as-
suming office or
10 days after ap-
pointment or
nomination if sub-
ject to state Sen-
ate or judicial con-
firmation.

other appointed officials: file 30 days
after assuming office or 30 days after
appointment or nomination if subject to
state Senate confirmation.

Ad

Initial statements (officials whose posi-
tions are added to a new or amended
conflict of interest code): file 30 days af-
ter the effective date of the conflict-of-
interest code or amendment to an existing
code.

Annual Statements:

.

» elected state officers; judges and court

e, —
R S sl

FPPC

commissioners; members of state
boards and commissions specified in
section 87200: file on March 1.

¥ elected CalPERS board members: file
on April 1.

» all others: file on April 1. (Some local

T{i’ agency conflict-of-interest
7 J : codes may specify a dif-
'l & ferent date.)

Leaving office
statements: file
within 30 days of
leaving office.

Amendments: an

amendment to a form

700 may be filed at

o any time—there is no
= deadline. A filer may

- submit more than
one amendment.

p————-

Expanded Statements: many officials hold
more than one position covered under the
Act and may combine all of their filing obli-
gations on one form, with a copy containing
an original signature filed with each agency.

Exceptions:

There are several exceptions to the filing
deadlines:

» Elected state officers (newly elected)
may not be required to file assuming of-
fice statements. They file a candidate
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statement, then the next annual state-
ment.

A\ 72

An official who completes a term of of-
fice and, within 30 days, begins a new
term in the same office is not required
to file a leaving or assuming office
statement (such as when an elected of-
ficial is reelected to the same office).

# An official who leaves an office and,
within 30 days, assumes another posi-
tion with the same agency, or in the
same jurisdiction (such as when a city
planning commissioner is elected
mayor) is not required to file a leaving
or assuming office statement.

Y

An official who assumes office between
October 1 and December 31, and who
properly files an assuming office state-
ment, is not required to file the next an-
nual statement, but will wait until the fol-
lowing year.

v

A candidate who has filed an assuming
office or an annual statement within 60

days prior to filing a declaration of can-

didacy is not required to file a candidate
statement.

Y

Certain statements may be combined.
For example, if an official who normally
files an annual statement on March 1
leaves office between January 1 and
February 28, he or she can combine the
annual and leaving office statements,
as long as the statement is filed by
March 1.

» Retired judges who serve part-time, pro

FPPC

tempore judges, and part-time court
commissioners are required to file form
700 only if they serve 30 days or more
in a calendar year.

Y

Any deadline that falls on a Saturday,
Sunday or official state holiday is auto-
matically moved to the next business
day.

Important note

This Fair Political Practices Commission
fact sheet discusses provisions of Califor-
nia's Political Reform Act relating to eco-
nomic disclosure and reporting require-
ments for public officials. While we hope
you find the information helpful, you
should not rely on the fact sheet alone
to ensure compliance with the Act. If
you have any questions, consult the Act
and FPPC regulations, your agency’s filing
official or legal counsel, or call the FPPC’s
toll-free help line at 1-866-ASK-FPPC (1-
866-275-3772). This fact sheet, the Act,
regulations and other important information
are on our web site, www.fppc.ca.gov.

A good idea - =

call for toll-free advice at:
1-866-ASKk-FPPC
(1-866-275-3772)
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STATE COMPENSATION INSURANCE FUND
PROPOSED Audit Committee Charter
(Adopted , 2009)

Mission/Purpose

The Audit Committee (the “Committee”) shall assist the Board of Directors (the “Board”) of
State Compensation Insurance Fund (“State Fund”) in fulfilling its responsibility for oversight of
(1) the quality and integrity of State Fund’s accounting, auditing and financial reporting
practices and the management of State Fund’s financial risk; (2); the independent public
accounting firm's qualifications, performance, and independence; (3) the performance of State
Fund’s internal audit function; and (4) State Fund's compliance with legal, ethical and
regulatory requirements.

Organization

The Committee is a standing committee of the Board and shall be composed of not less than
three (3) members. All members should have general knowledge of financial and auditing
matters and the Board shall have, at all times, a member with an auditing background for the
purposes of fulfilling the responsibility of the Chair of the audit committee pursuant to
Insurance Code 11770(b)(1) as may be amended.

Meetings

The Committee shall hold regular meetings, in accordance with the provisions of the Bagley-
Keene Open Meeting Act (“Bagley-Keene”) and no less than four (4) times a year. The
Committee shall hold regular meetings on the same day as, or within one day of, the regular
meetings of the Board. At the request of any Committee member, the Committee may hold
additional, in compliance with the provisions of Bagley-Keene and State Fund’s By-laws.

a. The Committee is expected to maintain free and open communications with the
independent auditor, internal audit manager, internal finance staff and management
in compliance with Bagley-Keene.

b. The Committee may, at its discretion, invite members of management or other Board
members to attend the Committee’s meetings where necessary to further the
business of the Committee. Notwithstanding the foregoing, the total number of
members of the Board (including committee members) attending the Committee’s
meeting at any one time shall not equal or exceed a majority of the number of
members of the Board.

c. The Committee shall create an agenda for each meeting pursuant to the
requirements of Bagley-Keene.

d. Unless the Committee determines otherwise, the Committee shall hold separate
closed sessions to meet with management, the internal auditors and independent
auditors. Closed sessions of the Committee may be held at any meeting pursuant to
the provisions of Bagley-Keene and California Government Code section 11120, et
seq., as may be amended.

e. A majority of the Committee shall constitute a quorum. Each member of the
Committee will have one vote and actions at the meeting shall be approved by a
majority of the members present.

f. Minutes shall be prepared at each meeting and shall be filed with the minutes of
State Fund’s Board.
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STATE COMPENSATION INSURANCE FUND
PROPOSED Audit Committee Charter
(Adopted , 2009)

g. The Committee Chairperson or the Chairperson’s designee shall give a full report on
the Committee’s actions at the earliest scheduled Board meeting.

Duties and Responsibilities
In discharging its duties and responsibilities, the Committee shall:

v1.0

1. Financial Reporting

a.

Review with management and the external auditor, State Fund’s financial
statements on a semi-annual basis and discuss State Fund's financial reports
filed with the Department of Insurance and the California State Controller’s Office
and solicit the external auditor’s opinion with respect to the financial statement in
the reports.

Review with management and the external auditor any significant changes or
other issues regarding accounting principles, judgments and the quality of
financial reporting.

Review with management and the external auditor the accounting practices,
policies and compliance with accounting standards.

. Review with management, external and internal auditors, the integrity of State

Fund’s financial reporting processes and controls, any significant financial risk
exposures, and State Fund'’s policies, guidelines and steps management has
taken to monitor, control and report such risk exposures.

Review significant findings prepared by the independent auditors and the internal
auditing department together with management’s responses.

Review and assess all matters related to audits, examinations, investigations or
inquiries of the State Auditor and other appropriate State and Federal agencies.
Review the report issued by the external auditor and discuss with the external
auditor all accounting policies and practices to be used and alternative
treatments of financial information within statutory accounting principles (“SAP”)
that have been discussed with management, ramifications of the use of
alternative disclosures and treatments, the treatment preferred by the external
auditor, and any other material written communications between the external
auditor and State Fund’s management.

External Audit
a.

Have responsibility for the appointment, retention, compensation, termination and
oversight of the independent, external auditors’ work, scope and terms including
the coordination of the audit effort with internal audit. The Committee will
recommend to the Board approval of all audit engagement fees. The
Chairperson of the Committee or a Committee member will sign the engagement
letter with the auditor. The external auditor reports directly to the Committee, and.
The standards for selections of the independent auditors will comply with all
State and Federal laws and regulations.

Discuss with the external auditor any disclosed relationships or services that may
impact the auditor’s objectivity and independence.
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STATE COMPENSATION INSURANCE FUND
PROPOSED Audit Committee Charter
(Adopted , 2009)

Review and confirm the independence of the external auditors by obtaining
statements from the auditors of relationships between the auditors and State
Fund including non-audit services.

At least annually, the Committee will obtain and review a report by the external
auditors describing the external auditor’s internal quality control procedures;
material issued raised by recent internal quality control reviews of the firm, and
any investigations by governmental or professional authorities concerning
independent audits conducted by the firm for the last five years.

Monitor and ensure the external audit partner in charge is rotated as required by
law or regulation.

Review the scope and results of the audit and any disagreements the external
audit partner may have had with management and any problems encountered by
the external audit partner in performing the audit(s).

Review any questions, comments or suggestions the auditor may have relative to
the internal controls and accounting practices and procedures of State Fund.

Internal Audit Function

a.

Review with management and the internal audit manager the charter, budget,
activities, staffing and organizational structure of the internal audit function and
any recommendations with respect to the performance or strengthening of that
function.

Review and recommend approval of the annual audit plan, all major changes to
the plan and the annual update of the biennial plan.

Review with the manager of internal audit and management the adequacy and
effectiveness of State Fund’s internal controls, the reliability of its financial
reporting as well as the external auditor’'s assessment of the adequacy of such
controls and systems and management’s response to any material weakness in
State Fund’s internal controls.

. Review and evaluate the performance of the internal audit function including a

review of the performance of the manager of internal auditing and, if appropriate,
recommend the selection of a new manager.

Review with the internal auditor any difficulties including restriction on scope of
work, access to required information, and any other issues the Committee deems
appropriate.

Ethics and Legal Compliance

a.

Review with management, the finance staff, the external and internal auditors, on
at least a quarterly basis, the adequacy and effectiveness of State Fund’s
systems and controls for monitoring and managing legal and regulatory
compliance, including State Fund'’s disclosure procedures and controls.
Establish procedures for the receipt, retention and treatment of complaints
received from the California State Auditor regarding improper governmental
activity, theft, conflict of interest, gross misconduct, inefficiencies or
incompetence of State Fund’s employees, accounting, internal accounting
controls or auditing matters.
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Powers

STATE COMPENSATION INSURANCE FUND
PROPOSED Audit Committee Charter
(Adopted , 2009)

c. Establish procedures for the confidential, anonymous submission of complaints
and tips by State Fund’s employees as mandated by the Board or by law.

d. Establish procedures for the receipt, retention, and treatment of reports of
investigations and audits conducted of State Fund by the California State Auditor.

e. Formulate and recommend to the Board any changes to the Code of Ethics or
Code of Conduct and/or other compliance policies and guidelines that relate to
financial reporting, and monitor compliance with these Codes.

f. Recommend to the Board, as appropriate, any other compliance policies and
guidelines that the Committee deems appropriate to ensure compliance with
applicable laws and regulations.

g. Conduct a review of all related-party transactions, as necessary, and recommend
to the Board, as appropriate, whether to approve such transactions.

h. Approve State Fund’s compliance plan, make and approve changes as needed
and ensure that compliance functions are performed with independence and in
accordance with professional standards.

i. Obtain regular updates from State Fund’s management and State Fund’s legal
counsel regarding compliance matters.

The Committee shall have the following powers:

a.
b.

v1.0

To form and delegate authority to subcommittees.

To hire appropriate experts as it deems necessary to carry out its responsibilities
and have other responsibilities and authority as designated from time to time by
resolution of the Board.

To amend or repeal the Charter or any provisions of the Charter as appropriate.
To have unrestricted access to management, State Fund personnel, and the
external auditors as is appropriate for the proper performance of its function.

To oversee all contracted reviews, assessments and examinations required by the
Board or requested by the Committee including, but not limited to, compliance with
audit-related laws, rules, regulations, Board policies, internal controls, management
operating procedures, and industry best practices.

Such other powers as may be necessary and appropriate to fulfill the Committee’s
purposes.

The Committee will evaluate its performance on an annual basis, either separately
or in conjunction with an annual evaluation of the full Board.

State Fund Page 4 of 4
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STATE COMPENSATION INSURANCE FUND
PROPOSED Investment Committee Charter
(Adopted , 2009)

Mission/Purpose

The Investment Committee (the “Committee”) shall assist the Board of Directors (“Board”) of
State Compensation Insurance Fund (“State Fund”) in fulfilling its investment oversight
responsibilities by (1) overseeing State Fund’s capital and financial resources; (2) advising the
Board on issues related to the State Fund’s Investment Policy Statement (“Policy Statement”)
and Investment Guidelines (“Guidelines”) particularly in light of changing business, legislative,
regulatory, legal or other conditions; (3) recommending, granting approval, making necessary
decisions, and providing direction on items related to the investments of State Fund; and (4)
monitoring, reviewing and evaluating the work of State Funds’ Chief Investment Officer and
outside Investment Managers relating to the investments of the company.

Organization

The Committee is a standing committee of the Board and shall be composed of no less than
three (3) members. All Committee members must possess an understanding of the detailed
responsibilities of the Committee membership and of State Fund’s business, operating and
investment environment. The Committee members should maintain an effective relationship
with the Board, State Fund’s Chief Investment Officer, management, investment managers,
and consultants.

Meetings

The Committee shall hold regular meetings, in accordance with the provisions of the Bagley-
Keene Open Meeting Act (“Bagley-Keene”) and no less than four (4) times a year. The
Committee shall hold regular meetings on the same day as, or within one day of, the regular
meetings of the Board. The Committee may hold additional meetings at the request of any
Committee member in compliance with the provisions of Bagley-Keene and State Fund’s By-
laws.

a. The Committee may, at its discretion, invite members of management and/or other
directors to attend the Committee’s meetings where necessary to further the
business of the Committee. Notwithstanding the foregoing, the total number of
members of the Board (including Committee members) attending the Committee’s
meeting at any one time shall equal or exceed a majority of the number of members
of the Board.

b. State Fund's Chief Investment Officer shall be present or available by phone during
all regularly scheduled Committee meetings. The outside Investment Managers shall
be present at Committee meetings as deemed appropriate by the Committee.

c. A majority of the Committee shall constitute a quorum. Each member of the
Committee will have one vote and actions at the meeting shall be approved by a
majority of the members present.

d. Minutes shall be prepared at each meeting and filed with the minutes of State Fund'’s
Board.

e. The Committee Chairperson or the Chairperson’s designee shall give a full report of
the Committee’s actions at the earliest scheduled Board meeting.

v1.0 State Fund Page 1 of 3



STATE COMPENSATION INSURANCE FUND
PROPOSED Investment Committee Charter
(Adopted , 2009)

Duties and Responsibilities

Powers

1.

Oversee

a. Oversee that State Fund operates in a legal, ethical, and socially responsible
manner and complies with all applicable laws in the execution of State Fund’s
Investment Policy Statement and Guidelines.

b. Oversee approval of all transactions as required by law.

Recommend

a. Work with State Fund’s Chief Investment Officer to develop selection criteria and
recommend to the Board an Investment Manager(s) to be nominated based on
that criteria and/or recommend the discharge of an Investment Manager if
necessary.

b. Recommend updates and/or changes to the Investment Policy Statement and
Guidelines.

Advise

a. Advise the Board on matters related to State Fund’s Investment Guidelines.

b. Advise the Board of changing business, legislative, regulatory, legal or other
conditions that may affect State Fund’s investment strategy.

Evaluate

a. Evaluate the composition and performance of the investment portfolio managed
by each Investment Manager as well as fee structures, services and any other
relevant factors on an annual basis and make recommendations based on the
evaluation.

b. Evaluate the effectiveness of the system for monitoring compliance with State
Fund'’s Policy Statement and Investment Guidelines.

c. Evaluate peer company investments on an annual basis.

d. Evaluate the current investment strategy to determine if it is consistent with
meeting strategic goals.

The Committee shall have the following powers:

v1.0

a.

b.

To meet with senior management and other appropriate parties to receive
information and discuss strategic investment strategy including but not limited to
strategic allocations, strategic duration and/or a method of determining an
appropriate duration, and benchmarks, as necessary, to measure relevant manager
performance and overall company performance.

To oversee and consult with State Fund’s Chief Investment Officer on matters
related to investment strategies and guidelines for State Fund’s investment portfolio.

State Fund Page 2 of 3
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STATE COMPENSATION INSURANCE FUND
PROPOSED Investment Committee Charter
(Adopted , 2009)

To hire appropriate experts and authorize management to hire appropriate experts
to execute investment and oversight functions.

To perform other investment functions as requested by the full Board of Directors.
To form and delegate certain authority to subcommittees.

To amend or repeal provisions contained within the Charter as appropriate.

Such other powers as may be necessary and appropriate to fulfill the Committee’s
purposes.

The Committee will evaluate its performance on an annual basis, either separately
or in conjunction with an annual evaluation of the full Board.

State Fund Page 3 of 3



Exhibit J — Investment Policy Resolution

Redacted pursuant to California Government Code section 6254(ad)(5).
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CRIGINAL - FISCAL & INVESTMENT SERVICES

COPY#1 -TIMEKEEPER SCIF TRAVEL EXPENSE CLAIM

COPY#2 -EMPLOYEE PAGE_____ OF___ PAGES
PLEASE PRINT FULL LEGAL NAME DIST/DEPT NAME EMPLOYEE'S ORACLE # BUDGET
EMPLOYEE'S NAME (FIRST NAME, MIDDLE INITIAL, LAST NAME) YEAR

HOME ADDRESS LA LOC oBJ PRO ALLOCATION
CITY, STATE
WORK TELEPHONE # NORMAL WORK HOURS
BARGAINING UNIT # TRAVEL ADVANCE: YES [] No []
FISCAL & | STMEN £
OR v BOX IF NON-REP. (| ENTER AMOUNT IF "YES" & il JUSE,
TEC Total AmlL. Personal Check Amount | Conlrol Total

For privately - Owned Vehicle Usage

Prior authorization from supervisor  yes [ nod Less Prepayments

. ; Invoice # Amount To be Appli
Private Car License # o kT berineted
Passenger: vyes |:| name(s) e
Check # Dale Bal Due to EE
no []
MONTH/YEAR MEALS TRANSPORTATION
LOCATION Lgé{‘éc' COST CARFARE, PRIVATE CAR USE TOTAL
WHERE EXPENSES BREAK- OR  [INCIDEN-| TYPE OF TOLLS, BUSINESS | EXPENSES
DATE TIME WERE INCURRED | LODGING | FAST LUNCH | DINNER | TALS | USED | TRANS. | PARKING | MILES ~ AMOUNT |EXPENSE | PER DAY
Send Check lo:
DISTRICT/DEPARMENT CLAIM TOTAL
Purpose of travel: (Attach receipts when required)
(any guestions, call (415) 565-1660 or (415) 565-4942) | hereby cerlify lhat the above is a true statement of Lhe lravel expenses incurred by me in accordance with

exisling agreements, and Deparlment of Personnel Administralion regulations in the service of the State
Compensation Insurance Fund and thal all items shown were for the official business of the State Compensalion
Insurance Fund.

AUTHORIZED BY {HAND SIGN IN BLUE INK) SIGNATURE OF CLAIMANT (HAND SIGN IN BLUE INK) DATE

> >

SCIF e5050 (REV. 1-05)



Exhibit L — Privately Owned Vehicle Insurance
Certification
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STATE COMPENSATION' INSURANCE FUND

PRIVATELY: OWNED! VEHICLE' INSURANCE CERTIFICATION

THIS FORM TO BE RETAINED BY THE PROGRAM AND SUBJECT TO AUDIT
DO NOT SEND TO RISK MANAGEMENT

NAME (PRINT) LAST FIRST MIDDLE DISTRICT OR DEPARTMENT

RESIDENCE ADDRESS OFFICE TELEPHONE

RESIDENCE TELEPHONE

FCERTIEY THAT THE FOLLOWING VEHICLE(S) IS/ARE INSURED! BY. ME, THROUGH /! THE
COMPANY NAMED'BELOW ANDITHAT THE POLICY IS'EEFECTIVE FOR THE COVERAGE

PERIOD INDICATED: IF' DURING/THE YEAR EITHER MY/ INSURANCE CARRIER ORI THE
COVERAGE OF MY VEHICLES CHANGES, | WILL FILEANEW FORM!

NAME OF INSURANCE COMPANY POLICY EFFECTIVE
FROM TO

AGENT PHONE

LIST OF VEHICLES

INFORMATION VEHICLE NUMBER 1 VEHICLE NUMBER 2

YEAR, MAKE AND MODEL

LICENSE PLATE NUMBER

INSURANCE (LIST AMOUNTS)

PERSONAL INJURY (EACH PERSON) $ $
PERSONAL INJURY 3 $
(TOTAL PER OCCURENCE)
COLLISION (LIST DEDUCTIBLE) $ $
PROPERTY DAMAGE $ $
MEGHANICAL CONDITION
(FAIR, GOOD EXCELLENT) Please Select Please Select

THE PROGRAM MANAGER MUSITTAPPROVE THE USE OF A PERSONAL

VEHICLE FOR STATE FUND BUSINESS!

EMPLOYEE'S SIGNATURE DATE

MANAGER'S SIGNATURE DATE

MINIMUM STANDARDS' EOR' INSURANCE
PERSONAL INJURY: $100;000/PER'PERSON; $300,000 PER'OCCURRENCE

PROPERTY: DAMAGE $ 50:000/PER' OCCURRENCE
COLLISION DEDUCTIBLE" $ 500

SCIF 16024 (REV. 8-04) (OLD 248)



Exhibit M — State Fund Form 5493 Travel Expense
Reimbursement Guide
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REQUEST FOR LODGING ALLOWANCE
IN EXCESS OF STATEWIDE RATE

D.0./H.0. Dept./Legal Location No.:

Name of Traveler(s):

Name & Address Of Establishment Where Expenses are to be Incurred:

Dates of Travel No. Of Days Attending:

Amount of Actual Anticipated Lodging Cost:

Reason Necessary to Incur Lodging Cost in Excess of Statewide Rate:

Objective or Purpose of the Trip:

Name of Client, Association, etc.

Was this travel performed in previous year? Yes No

If Yes, DATE COST OF LODGING

If more than one traveler, reason why one employee cannot achieve objective of the trip?

*Approved By: Date:
Program Manager

**Executive Approval: Date:

*Program Manager approval for lodging from $84.01 - $110.00 (Please see Note below)
**Program Manager and Executive approval for lodging over $110.00 (Please see Note below)

(Note: This form is not required for lodging allowance up to a maximum of $110.00 plus tax, when required
to conduct State Fund business and obtain lodging in the counties of Los Angeles and San Diego; and up
to a maximum of $140.00 plus tax when required to conduct State Fund business in the Counties of Alameda,
San Francisco, San Mateo and Santa Clara.)

Send Original to Fiscal & Inveslment Services

Keep Copies for Distric/Dept/Legal and Employee's record
SCIF e5053 (Rev. 1-06) P plileg ployt



OUT OF STATE TRAVEL
REQUEST

Dept/District Loc. #

Traveler Position/Class

Destination Event/Client

Dates of Travel # days
Cost/Benefit:

Estimate Actual
(To be completed by traveler
after trip. Submit this form
with Travel Expense Claim)

Registration Fee $ 5

Air Fare

Lodging

Meals

Car Rental

Parking
Others (Specify)
TOTAL $ 0.00 $

Purpose of trip, specific assignment of traveler & benefit to SCIF.

Approval:  Supervisor Date
Prog. Mgr. Date

Executive Date

Send Original to Fiscal & Investment Services

Keep Copies for DistricVDepl/Legal and Employee's record
SCIF 5048 (REV. 1-086)



g;l:ﬁ:!:.g SCIF CLIENT-RELATED BUSINESS EXPENSE

INSURANCE

FUND REIMBURSEMENT CLAIM FORM

FIRST NAME MIDDLE INITIAL LAST NAME SOCIAL SECURITY NUMBER

DISTRICT/PROGRAM TELEPHONE NUMBER

Date of | Client Type: (Policyholder, ; .
Expense | Insured association, (Bhrl:;l}‘(;g:tf E’:&?‘“i‘; ) Client/Broker Name A'::gggg’ ﬁL?-:g:rar Premium Size Iixpggsf
mm/dd/yy | prospect, broker-agent) ? P MOUD

TOTAL REIMBURSEMENT

Attendees: (Specify names and indicate policyholder, prospect, employee, etc.)

I hereby certify that the above is a true statement of expenses | incurred while conducting official business of the State Fund. | also

certify that the expense reported on this claim will not be included on any other expense reimbursement or travel claim submitted
to Business or Fiscal Services.

Signature of Claimant Date of Claim
Claim Authorized By Date of Authorization
Executive Approval (over $100 or claim for Program Manager) Date of Executive Authorization

PLEASE ENTER/PROVIDE EXPENSE ALLOCATION (No 594 Required)

Ledger Account Location Objective Program Allocation

Include certification that reimbursement is or will not be included on a travel expense claim or any other reimbursement claim
submitted to either Business Services or Fiscal Services.

All SCIF Client-Related Business Expense Reimbursement Claims must include original receipts.

Criginal 1o Business Services

Copy 1 lo Fiscal Services

Copy 2 for Dislrict/Program file
SCIF e325 (NEW 9-97) Copy 3 lo Vice President
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STATE COMPENSATION INSURANCE FUND
PROPOSED Corporate Governance Committee Charter
(Adopted , 2009)

Mission/Purpose

The Governance Committee (the “Committee”) shall assist the Board of Directors (the “‘Board”)
of State Compensation Insurance Fund (“State Fund”) in shaping corporate governance
policies and practices including (1) overseeing that State Fund operates in a legal, ethical, and
socially responsible manner; (2) advising and updating the Board on corporate governance
trends and issues within the industry; (3) recommending to the Board, Corporate Governance
Guidelines (the “Guidelines”) which, along with State Fund’s By-laws, State Fund’s Code of
Business Conduct and Ethics (“Code of Ethics”), the charters of the various Board committees,
Insurance Code Section 11770 et seq., as amended pursuant to AB 1874, and Government
Code Sections 6251 et seq. (Public Records Act) and 11120 et seq.(Bagley-Keene Open
Meeting Act), provide the framework for the governance of State Fund; and (4) monitoring and
evaluating State Fund’s compliance with the Guidelines.

Organization

The Committee is a standing committee of the Board composed of not less than three (3)
Directors and shall include a Chair of the Committee who shall serve until resignation, removal
or a successor has been appointed pursuant to the provisions of State Fund’s By-laws.

Meetings

The Committee shall hold regular meetings no less than four (4) times per year and in
accordance with the provisions of the Bagley-Keene Open Meeting Act (“Bagley-Keene”). The
Committee shall also hold regular meetings on the same day as, or within one day of, the
regular meetings of the Board. The Committee may hold additional meetings at the request of
any Committee member, in compliance with the provisions of Bagley-Keene and State Fund’s
By-laws.

a. The Committee may, at its discretion, invite members of management and/or other
Directors to attend the Committee’s meetings where necessary to further the
business of the Committee. Notwithstanding the foregoing, the total number of
members of the Board (including Committee members) attending the Committee’s
meeting at any one time shall not equal or exceed a majority of the number of
members of the Board.

b. Unless the Committee determines otherwise, the Committee shall hold an executive
session at each regularly scheduled meeting. During a portion of this executive
session, the President or the General Counsel, or both, will be present. Closed
sessions of the Committee may be held at any meeting pursuant to the provisions of
Bagley-Keene and California Government Code section 11120 et seq, as may be
amended.

c. A majority of the Committee shall constitute a quorum. Each member of the
Committee will have one vote and actions at the meeting shall be approved by a
majority of the members present.

d. Minutes shall be prepared at each meeting and filed with the minutes of State Fund’s
Board.

v1.0 State Fund Page 1 of 3



STATE COMPENSATION INSURANCE FUND
PROPOSED Corporate Governance Committee Charter
(Adopted , 2009)

e. The Committee Chairperson or the Chair’s designee shall give a full report on the
Committee’s actions at the earliest scheduled Board meeting.

Duties and Responsibilities

In discharging its duties and responsibilities to shape corporate governance policies and
practices, the Committee shall:

v1.0

1.

Oversee
a. Oversee that State Fund operates in a legal, ethical, and socially responsible

manner and that all directors, officers, and employees support State Fund’s Code
of Business Conduct and Ethics which is designed to promote (1) honest and
ethical conduct; (2) full, fair, accurate, timely, and understandable disclosures in
the periodic reports required to be filed by State Fund; and (3) compliance with
applicable laws, rules, and regulations.

Oversee the orientation and continuing education of the members of the Board.
In this regard, the Committee shall, from time to time, recommend educational
programs for the full Board, any Committee or any individual Director as the
Committee may determine is necessary or appropriate.

Assist in developing criteria for the assessment of the performance of the Board
and management and take the lead in overseeing the evaluation of the Board
and State Fund’s management on no less than an annual basis.

. Oversee the Enterprise Portfolio Management Office's (‘EPMQ”) material

projects recommended by State Fund’s management which relate to corporate
governance.

Recommend

a.

f.

Recommend to the Board, director nominees for appointment to the Committee
or any sub-committee in compliance with the procedures outlined in State Fund’s
By-laws.

Recommend the establishment, charter, and membership of the various
committees of the Board.

Recommend corporate governance guidelines for State Fund.

Recommend appropriate changes to corporate governance documents such as
by-laws, Code of Ethics, and as requested, the charters of the other committees’
charters.

Review the qualifications of members suggested to be Chairperson, and
Directors of the Board, and make recommendations to the appointing authority
concerning these members.

Recommend changes to the charters of other State Fund Board committees.

Advise

a.

b.

Advise the Board on matters related to governance as deemed appropriate by
the Board.

Advise the Board on corporate governance trends and issues within the industry.

State Fund Page 2 of 3



4.

Powers

STATE COMPENSATION INSURANCE FUND
PROPOSED Corporate Governance Committee Charter
(Adopted , 2009)

¢. Advise the Board with respect to Board procedures including the frequency and
structure of the Board meetings.

d. Advise the Board on qualifications for leadership positions within State Fund.

e. Advise and assist the Board in its responsibilities relating to succession planning,
particularly with respect to the President and Chief Operating Officer and other
identified executive positions.

Evaluate

a. Conduct a self-evaluation, on an annual basis, of the performance of the
Committee and determine the adequacy of the Committee’s response on matters
reported to and acted upon by the Committee.

b. Evaluate, at least annually, the adequacy of the Board’s response on matters
reported and recommended to the Board by the Committee.

c. Evaluate on an annual basis whether the Board and its committees are
functioning effectively.

d. Evaluate, at least annually, the quality, sufficiency and currency of information
furnished by management to the Directors in connection with Board and
committee meetings and other activities of the Directors.

The Committee shall have the following powers:

a.

oo

v1.0

To obtain advice and assistance from internal or external legal, accounting or other
advisors and to have direct access to advisors without the presence of any officer of
State Fund.

To interview and meet with any employee of State Fund without the presence of any
officer of State Fund.

To form and delegate authority to subcommittees.

The Committee and/or Board may amend or repeal this Charter as appropriate.
Such other powers as may be necessary and appropriate to fulfill the Committee’s
purposes.

State Fund Page 3 of 3
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