
CALIFORNIA EARTHQUAKE AUTHORITY 
GOVERNING BOARD MEETING 

MINUTES 

Monday, October 26, 2020 

Location: California Earthquake Authority 
Teleconference Meeting Pursuant to Governor Newsom’s Executive 
Order N-29-20, issued March 17, 2020 

Members of the Governing Board in attendance: 
Chair Mark Ghilarducci, Designee of Governor Gavin Newsom 
Hon. Fiona Ma, State Treasurer  
Michael Martinez, Designee of Insurance Commissioner Ricardo Lara 
Jeff Wood, Designee of Speaker of the Assembly Anthony Rendon 
Lloyd Dixon, Designee of Chair of the Senate Rules Committee Toni Atkins 

Members of the CEA staff in attendance: 
Glenn Pomeroy, Chief Executive Officer 
Tom Hanzel, Chief Financial Officer 
Susan Johnson, Governing Board Liaison 
Tom Welsh, General Counsel 

1. Call to order and member roll call.  Establishment of a quorum.
Chair Ghilarducci opened the meeting at 1:34 p.m.
Ms. Johnson took the roll and announced that a quorum was present.
Mr. Welsh stated that the minutes for the previous two Governing Board meetings will be 
approved at the December 10 meeting. 

2. Chief Financial Officer & Chief Insurance Officer Tom Hanzel will present to the
Board an overview of the CEA Series 2020B revenue bond issuance, and will
request approval and adoption of a Resolution authorizing CEA to execute all
agreements and take all steps necessary to issue the Series 2020B revenue
bonds.

Mr. Hanzel began with a background of the revenue bond program.  In existence for 
almost 15 years and used for liquidity, it is an additional way to fund payments in the 
case of an earthquake event.  Revenue bonds provide additional permanence to the 
capital structure are an efficient alternative to providing risk transfer, and the pricing from 
issuing debt versus risk transfer is a much more economic approach to increase CEA’s 
claims-paying power. 
CEA has had three issuances:  $315 million in 2006, $350 million in 2014, and $400 
million short-term bonds early in 2020, which were fully repaid on July 1. 
At the January 30, 2020 Governing Board meeting, the Board approved a 2020 revenue 
bond program that targeted a total issuance of $700 million, in two different series:  
Series 2020A Bonds ($400 million in short-duration bonds), and Series 2020B Bonds 
($300 million in longer-term bonds). While the longer-term Bonds (Series 2020B) were 
approved, issuance of those bonds was ultimately postponed due to market and other 
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conditions.  The purpose of this meeting is to update the Board on the issuance of 
longer-term bonds, and to seek re-approval for this issuance. 
The proceeds of the bond issuance will go into the claims-paying accounts, and the 
principal as well as the interest earnings will help offset the interest costs on the revenue 
bonds. 
Mr. Hanzel emphasized that CEA continues to embrace the Board’s request to engage 
the participating insurers and has set up a participating insurer working group, made up 
of the eight largest PIs, who collectively write 94% of CEA’s policyholder premium. This 
working group has met multiple times. 
Mr. Hanzel showed a claims-paying tower to illustrate the $300 million issuance.   A 
decade ago, CEA had just shy of $10 billion in claims-paying capacity and $300 million 
in the revenue bond.  CEA has since doubled their claims-paying power.  Mr. Hanzel 
showed the changes in the tower – the immediate increase in liquidity and available 
claims-paying capacity for policyholders – once the bond is issued. 
Mr. Hanzel also called out a particular change in the structure of this issuance from what 
was presented to and approved by the Board in January 2020.  The debt service 
coverage ratio for this revised issuance of Series 2020B bonds has been increased from 
2.5x to 3.0x, a change which further strengthens CEA’s debt rating for the bonds, and 
thus could lower CEA’s borrowing costs. 
Mr. Hanzel listed the CEA timeline targeting the week of November 9 to price the bonds 
and, within a week or two thereafter, CEA will be able to pre-close and close the sale of 
the bonds. 
The recommendation from staff was as follows: 

Staff recommends that the Governing Board adopt a written resolution (in the 
form presented to the Board as Attachment H) approving the sale of Series 
2020B revenue bonds on the terms and conditions more fully described in that 
written resolution. 

Questions and Discussion 
Mr. Martinez asked if there was any public comment to consider. Chair Ghilarducci 
opened the meeting for public comment.  There was no public comment. 

MOTION:  Treasurer Ma moved to approve the recommendation.  Mr. Martinez 
seconded.  Upon a roll call vote, the motion passed unanimously. 

3. Public Comment on matters that do not appear on this agenda and requests by 
the public that those matters be placed on a future agenda. 

There were no requests for public comment. 
Mr. Pomeroy noted that the next CEA Governing Board meeting is December 10. 
4. Adjournment. 
Chair Ghilarducci adjourned the meeting at 1:55 p.m. 


