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Date of Notice: September 3, 2021

PUBLIC NOTICE
A PUBLIC MEETING OF THE GOVERNING BOARD
OF THE CALIFORNIA EARTHQUAKE AUTHORITY
NOTICE IS HEREBY GIVEN that the Governing Board of the California Earthquake Authority (“CEA”) will
conduct a public meeting as described in this Notice. Pursuant to California Insurance Code
§10089.7(l), the Bagley- Keene Open Meeting Act applies generally to meetings of the Governing
Board, and the meeting is open to the public—public participation, comments, and questions will
be welcome for each agenda item on which the Governing Board is prepared to take action.
Pursuant to Insurance Code §10089.55, please take further notice that this meeting relates to the
business of earthquake insurance conducted by CEA.
Pursuant to Governor Newsom’s Executive Order N-29-20, issued March 17, 2020, certain
provisions of the Bagley-Keene Open Meeting Act are suspended or waived during the declared
State of Emergency in response to the COVID-19 pandemic. Consistent with the Executive Order,
in order to promote and maximize social distancing and public health and safety, this meeting will
be conducted by teleconference only. None of the locations from which Governing Board members
will participate will be open to the public. All members of the public shall have the right to observe
the meeting (except for any closed session items) and offer comment at this public meeting as
described in this Notice.
DATE:

September 16, 2021

TIME:

1:00 p.m.

MEETING ACCESS:*
Zoom/Internet Access: https://us02web.zoom.us/j/82370153361
Phone Dial-in Access: 1 (669) 900-6833; Enter Meeting ID: 823 7015 3361 #
Public Participation: The telephone lines and Zoom links of members of the public
who participate in the meeting will initially be muted to prevent background noise
from disrupting the meeting. Phone lines and Zoom links will be unmuted during
all portions of the meeting that are appropriate for public comment to allow
members of the public to comment. Please see additional instructions below
regarding Public Participation Procedures.
* CEA is not responsible for unforeseen technical difficulties that may occur during the meeting.
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PUBLIC PARTICIPATION PROCEDURES: All members of the public shall have the right to observe the
open session portions of this meeting and offer comment at this public meeting. The member of
the Governing Board acting as Chair of the meeting will indicate when a portion of the meeting is
to be open for public comment. Any member of the public wishing to comment must either
press *9 on their phone or use the “Raise Hand” button on Zoom. Either of these actions will
notify the moderator that you wish to comment, and you will be placed in line to comment in the
order in which requests are received by the moderator. When it is your turn to comment, the
moderator will unmute you and announce your opportunity to comment. The Chair of the meeting
reserves the right to limit the time for comment. Members of the public should be prepared to
complete their comments within approximately 3 minutes, but more or less time may be allotted
by the Chair. Please take notice that this meeting may be recorded, and that participating in public
comment will be deemed to indicate consent to the recording of any comments.
ACCESSIBILITY FOR DISABLED PERSONS: Persons who, due to a disability, need assistance in order to
participate in this meeting should, prior to the meeting, contact CEA’s ADA Coordinator either by
phone by dialing (916) 661-5400, or by e-mail addressed to EEO@calquake.com and
CEABoardLiaison@calquake.com. TTY/TDD and Speech to-Speech users may dial 7-1-1 for the
California Relay Service to submit comments on an agenda item or to request special
accommodations for persons with disabilities. Persons with disabilities may request special
accommodations at this or any future Governing Board meeting or may request the
accommodation necessary to receive agendas or materials CEA prepares for its Board meetings.
Please contact Susan Johnson by telephone, toll free, at (877) 797-4300 or by email at
CEABoardLiaison@calquake.com. We would appreciate hearing from you at least five days before
the meeting date to best allow us to meet your needs.

AGENDA
Preliminary Matters
1. Call to order and member roll call:
Governor
Treasurer
Insurance Commissioner
Speaker of the Assembly
Chair of the Senate Rules Committee
Establishment of a quorum
2. Consideration and approval of the minutes of the June 10, 2021, CEA Governing Board meeting.
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Priority Items
3. Executive Report – Chief Executive Officer Glenn Pomeroy.
4. Advisory Panel Meeting Report – Advisory Panel Chair Mark Simmonds will report on the Panel’s
August 31, 2021 meeting.
5. Financial Report – Chief Financial Officer Tom Hanzel.
6. 2021 Revenue Bonds – Mr. Hanzel will present an overview of the proposed issuance by the CEA of
its Series 2021 Revenue Bonds, and will request approval and adoption of a Resolution authorizing
the CEA to execute all agreements and take all steps necessary to issue the Series 2021 Revenue
Bonds.
7. 2021 CEA Mid-Year Budget Revisions – Mr. Hanzel will present and seek approval of Mid-Year
Revisions to CEA’s Insurance Services and Mitigation Budgets.
8. Strategic Plan – Mr. Pomeroy will provide an update on the continued development of the CEA’s
new Strategic Plan.
9. Coverage Contractions – Mr. Pomeroy, supported by CEA senior staff, will present and seek approval
to implement during 2022 the contraction and/or elimination of several optional levels of residential
earthquake insurance coverages currently offered by the CEA.
10. Consent Calendar – Mr. Pomeroy will seek Board approval of all of the following CEA business and
contracting items on the Consent Calendar, as fully described in the meeting materials:
A. Annual Renewal of CEA’s Business Insurance Coverages.
B. Expansion of Professional Services Agreement with CASK NX, LLC to implement
ServiceNow™ licensed software to replace the CEA’s IT Department ticketing system.
C. Renewal of Software License for Data Visualization and Mapping Software (SpatialKey™)
used by the CEA’s GIS team.
Reporting Items
11. CEA’s written reports on the following items are included in the Meeting Materials, and CEA staff
will be available at this meeting to respond to any questions or comments on these reports:
A. Enterprise Risk Management (ERM) Program – Quarterly Report.
B. Centralized Policy Processing (CPP) Program – Quarterly Report.
C. Mitigation & Research Programs – Quarterly Report.
D. Earthquake Organizational Response and Claims Planning – Quarterly Report.
E. IT Information Security (InfoSec) Program – Report on collaboration with California Office
of Emergency Services (CalOES) on InfoSec best practices.
F. Communications Department – Quarterly Report.
G. Procurement Report – First Quarterly Report on Procurement Activities.
H. Diversity Inclusion & Belonging Advisory Council (DIBAC) – Quarterly Report.
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Public Comment, Closed Session & Conclusion
12. Public comment on matters that do not appear on this agenda and opportunity to request that
matters be placed on a future agenda.
13. The Board will meet in closed session to discuss personnel matters, as permitted by Government Code
section 11126, subdivision (a).
14. Adjournment.
For further information about this notice or its contents:

General Information:
Susan Johnson
Direct: (916) 661-5586
Toll free: (877) 797-4300

Legal Information:

Tom Welsh, General Counsel
Direct: (916) 661-5527
Toll free: (877) 797-4300
twelsh@calquake.com

Media Contact:

Direct: (279) 203-5998
media@calquake.com
To view this Notice on the CEA website, to access meeting materials, or to learn
more about CEA, please visit www.EarthquakeAuthority.com.
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Governing Board Memorandum
16 September 2021
Agenda Item 2:

Meeting Minutes

Recommended Action:

Approve June 10, 2021 Governing Board Meeting Minutes

Attached is a draft of the minutes of the meeting of the CEA Governing Board (Board)
held on June 10, 2021. CEA staff has reviewed these minutes and believes that they
accurately summarize and document the matters discussed and actions taken by the
Board at the meeting.
CEA staff recommends approval and adoption of the draft minutes as the official record
of the Board meeting of June 10, 2021.

Governing Board Meeting—16 September 2021
AGENDA ITEM 2: Approval of Meeting Minutes
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DRAFT
CALIFORNIA EARTHQUAKE AUTHORITY
GOVERNING BOARD MEETING
MINUTES
Thursday, June 10, 2021
Location:

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

Members of the Governing Board in attendance:
Mark Ghilarducci, Designee of Governor Gavin Newsom*
Michael Martinez, Designee of Insurance Commissioner Ricardo Lara**
Lisbeth Landman-Smith, Alternate Designee of Insurance Commissioner Ricardo Lara
Kasey O’Connor, Designee of Treasurer Fiona Ma
Jeff Wood, Designee of Speaker of the Assembly Anthony Rendon
Lloyd Dixon, Designee of Chair of the Senate Rules Committee Toni Atkins
* Member joined at 2:50 p.m., after roll call, and assumed Chair duties at 2:57
** Member stepped away at 1:03 p.m. and rejoined at 2:17 p.m.
Members of the CEA staff in attendance:
Glenn Pomeroy, Chief Executive Officer
Tom Hanzel, Chief Financial Officer
Tom Welsh, General Counsel
Joe Zuber, Deputy General Counsel
Shawna Ackerman, Chief Risk and Actuarial Officer
Janiele Maffei, Chief Mitigation Officer
Sonya Berry, Centralized Policy Processing Portfolio Manager
Kwaun Williams, DIBAC Co-Chair
Susan Johnson, Governing Board Liaison
Also present:
Dan VanDreumel, Senior Manager, CPA, Plante Moran, PLLC
Michelle Goss, Partner, CPA, Plante Moran, PLLC
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Preliminary Matters
1. Meeting Called to Order.

The meeting was called to order at 1:00 p.m. by Member Kasey O’Connor, serving as
Chair.
Ms. Johnson called the roll and announced that a quorum was present.
CEA Chief Executive Officer Glenn Pomeroy stated that Chairman Ghilarducci was unable
to attend the beginning of the meeting and that Ms. O’Connor would serve as Chair
until Mr. Ghilarducci’s arrival.
2. Consideration and approval of the minutes of the March 10, 2021, CEA Governing

Board meeting.

MOTION: Mr. Martinez moved to adopt the March 10, 2021 minutes. Ms.
O’Connor seconded. The motion was unanimously approved.
Priority Items
3. Executive Report by Chief Executive Officer Glenn Pomeroy.

Mr. Pomeroy highlighted for the Board several CEA accomplishments since the
pandemic began in the first quarter of 2020. Among those accomplishments are:
•

•
•
•
•

The entire CEA workforce has worked remotely from home but remain connected
through weekly all staff meetings held via Microsoft Teams and through the
CEA’s weekly online newsletter, “What’s Shakin’.”
A planned June 22nd CEA executive, in-person, team meeting to discuss, among
other things, the post pandemic work environment.
The creation and formation of a chartered CEA Risk and Compliance Committee
led by Shawna Ackerman.
Changes to the CEA procurement policy which includes updated procurement
guidelines.
Enhanced earthquake response readiness led by Chief Catastrophic Response &
Resiliency Officer Dr. Laurie Johnson.
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CEA claims related activities included the annual CEA claims manager conference in May
and a post event earthquake response exercise in June with a second earthquake
response exercise planned for November.
Mr. Wood asked if there could be Board member interaction on future earthquake
response exercises and Dr. Johnson said such interaction is being contemplated for the
November exercise.
Mr. Pomeroy then introduced CEA Legislative Director Susie Hernandez to provide a
state and federal legislative update to the Board.
Ms. Hernandez reported that two pieces of pending state legislation dealing with
earthquake loss mitigation and hazard mitigation and a third piece of legislation that
would create a prescribed fire claims fund remain under legislative consideration. Ms.
Hernandez also noted that pending federal legislation by U.S. Rep. Mike Thompson
which would eliminate the federal taxation of state provided mitigation grants for
earthquake, windstorms and wildfires appears to have bipartisan support in both the
House and Senate and hopefully will gain some traction this year.
Mr. Wood questioned why it has taken so long for Congressman Thompson’s bill to
move through Congress with Mr. Pomeroy explaining the difficulty in getting anything
passed in Congress given the current political environment and because of Congress’
full attention to issues related to the pandemic and post pandemic economic recovery.
Mr. Pomeroy also reported to the Board the work of the CEA Advisory Panel, which has
met five times in recent months and is now engaged and in a position to provide its
thoughts, advice, and suggestions to the Governing Board. Mr. Pomeroy stated that
Advisory Panel members have received a briefing on the progress of CEA’s ongoing
strategic planning process.
Regarding the CEA’s ongoing strategic plan, Mr. Pomeroy reminded the Board that over
the last 10 years, CEA has doubled the number of policies and the insured value of those
policies, while the amount of reinsurance needed by the CEA to meet its claim-paying
capacity requirement has tripled from $3 billion to $9 billion. Because of increasing
reinsurance costs, CEA could be forced to increase its average premiums by 86 percent
from $892 annually to $1,661 annually if it remains as is.
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Mr. Pomeroy advised the Board that the primary purpose of the strategic planning
process is to propose ways to keep premium increases at reasonably stable levels. “We
are striving to provide earthquake insurance in California that is affordable, valuable,
available and reliable,” Mr. Pomeroy stated. Further, he said, the CEA is developing the
strategic plan with the aim of striking the right balance between all four of the pillars –
affordable, valuable, available, and reliable.
Mr. Pomeroy said CEA’s goal is to significantly “flatten” large future premium increases
through a series of measures, including smaller premium increases, the issuance of
additional revenue bonds, and a possible reduction in CEA policy coverage offerings to
policyholders. He said CEA will go into further detail regarding recommendations
resulting from the strategic planning process at the Board’s September meeting.
Ms. O’Connor and Ms. Landsman-Smith expressed their support for Mr. Pomeroy’s
comments with Ms. Landsman-Smith stating, “we look forward to seeing the other
pieces of the puzzle that are important to the future of the CEA.”
4. Chief Financial Officer Tom Hanzel will present to the Board the CEA financial

Report.

Chief Financial Officer Tom Hanzel reported that CEA written premium for the first four
months of 2021 are up 12 percent compared to the first four months of 2020. He also
reported an increase in the number of CEA policies in force. Regarding risk
transfer/reinsurance costs, Mr. Hanzel stated that $164 million has been spent during the
first four months of 2021 compared to $136 million spent during the first four months of
2020 noting, “The CEA spends 57 cents of every premium dollar we bring in (in premium)
on risk transfer/reinsurance.” He also reported that CEA investment income is down this
year compared to last year with $32 million earned in the first four months of 2021
compared to $41 million over the same period last year.
In summary, Mr. Hanzel stated that CEA remains financially strong with a focus on its

ability to be a strong and vibrant organization with the ability to pay claims. Regarding
claim-paying capacity, CEA stands at $19.6 billion as of the first four months of 2021

compared to $18.4 billion as of the first four months of 2020. There were no questions
from Board members or the public.
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5. Mr. Hanzel will seek Board approval of revisions to CEA’s investment policy

statement.
Mr. Hanzel said the purpose of the investment policy revisions is to seek ways to
broaden CEA investments, while maintaining a conservative investment approach. He
said CEA has about $7.5 billion to invest and is looking for ways to earn additional
investment income. Mr. Hanzel explained that his team will seek to increase the duration
of its investments and credit exposure to increase investment returns, while preserving
principal and liquidity Specifically, he explained, the revisions would allow CEA to rely
less on U.S. Treasury bonds in its investment portfolio.
Mr. Dixon and Ms. O’Connor voiced their support for the revisions presented by Mr.
Hanzel. “This is a very thoughtful approach to earn more on CEA investments without
incurring more risk,” Ms. O’Connor stated.
MOTION: Ms. Landsman-Smith moved to adopt revisions to CEA’s investment policy
statement. Ms. O’Connor seconded and the motion was approved on a roll call vote by
all board members present.

6. Mr. Hanzel will seek approval from the Board to initiate CEA’s Series 2021A

and Series 2021B revenue bond programs.

Mr. Hanzel explained that the issuance of the revenue bonds would result in savings of
approximately $4.8 million in risk transfer/reinsurance costs for CEA and its
policyholders. The Board’s approval would set in motion the formation of a CEA
financing team to structure and prepare the bond issuance for this fall.
Questions and Discussion
Mr. Dixon asked Mr. Hanzel why he was not seeking an even larger amount in Series
2021B revenue bonds. Mr. Hanzel responded that the amount being sought strikes the
right balance to deliver as much risk transfer to the CEA as possible, but still maintain
CEA’s status as an “attractive investor.” Ms. O’Connor applauded Mr. Hanzel and his
team for a creating a working group of CEA participating insurer representatives to
communicate on matters such as these. “It is important that we turn over every stone to
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keep rates low for CEA policyholders and have the ability to pay claims,” Ms. O’Connor
stated.
Seren Taylor, representing the Personal Insurance Federation of California (PIFC), also
mentioned the importance of timely communication between CEA participating insurers
and CEA. “In the past, we have raised concerns regarding timely communications. We
asked that a working group be established and there has been a great cultural change.
We are not opposing this action today, but we still don’t believe that short duration
bonds are a sustainable solution. We look forward to working with CEA on a more
durable solution,” Mr. Taylor stated.
MOTION: Ms. Landsman-Smith moved to adopt the request to initiate CEA’s
Series 2021A and Series 2021B revenue bond programs. Ms. O’Connor seconded.
The motion was approved on a roll call vote of all board members present.
7. Mr. Hanzel will seek Board approval of the annual set-aside of a statutory portion

of CEA investment income for transfer into the CEA Loss Mitigation Fund.

Mr. Hanzel requested the Board authorize a set-aside of the lesser of 5 percent or $5
million of CEA investment income for the CEA Loss Mitigation Fund. This is an annual
request from CEA and the set aside of a portion of CEA investment income for transfer
to the CEA Loss Mitigation Fund is provided for in statute. Mr. Hanzel said that this
year’s request is for $5 million.
Mr. Martinez rejoined the meeting during this agenda item.
MOTION: Mr. Martinez moved to approve the request for the annual set- aside
of a statutory portion of CEA investment income for transfer into the CEA Loss
Mitigation Fund. Ms. O’Connor seconded. The motion was approved on a roll call
vote of all board member present.
8. Mr. Hanzel will seek Board approval to contract with additional investment

managers.

Mr. Hanzel reported that CEA received responses from 15 investment management
firms, three of which have diversity certifications. He stated that, ultimately, eight firms
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which met the CEA’s requirements, were selected with two of the eight firms having
diversity certifications. The contract with the eight firms would run through March 31,
2025 with CEA having the ability to terminate the contracts without cause on 30 days’
notice.
MOTION: Mr. Martinez moved to allow CEA CEO Glenn Pomeroy to execute
contracts on behalf of the CEA with the 8 selected investment managers. Ms.
O’Connor seconded. The motion was approved on a roll call vote of all board
members present.
9. General Counsel Tom Welsh and Deputy General Counsel Joe Zuber will lead a

discussion of the Budget and Vendor Management and Approval Process,
including a report on and ratification of the recent renewal of CEA’s cyber
insurance and printing vendor request for agreements.

General Counsel Tom Welsh asked the Board to ratify the renewals of CEA’s cyber
insurance coverage and its print vendor contract. He explained that the CEA’s insurance
coverage against cyber-attacks provides for $25 million in coverage with an annual
premium of $82,000. He added that the print vendor contract would remain with Zoom
Cross Media, which established itself as the highest performance scoring competitor.
Mr. Welsh recommended renewing the relationship with Zoom Cross Media with
“confidence that comes from the competitive process.” Mr. Welsh stated that among
other printing and mailing services performed by Zoom Cross Media is the printing of
CEA’s mandatory marketing document, which is required by statute.
MOTION: Mr. Martinez moved to ratify the recent renewal of CEA’s cyber
insurance and printing vendor request for agreements. Ms. O’Connor seconded.
The motion was approved on a roll call vote of all board members present.
Reporting Items
10. CEA independent financial auditor Plante Moran PLLC will present to the Board the

results of its most recent audit of CEA, conducted pursuant to the standards of the
Governmental Accounting Standards Board (GASB).
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Michelle Goss and Dan VanDreumel of Plante Moran presented the highlights of their
audit to the Board. They said they found “no significant findings or issues,” stating “we
issued an unmodified clean opinion on the audited financial statement, noting it is the
highest opinion they can provide. They stated that all CEA disclosures are “neutral,
consistent and clear with accounting standards.”
Ms. O’Connor thanked the auditors for their report. Chairman Ghilarducci asked the
auditors if they had involved the California Office of Emergency Services (OES) in the
CEA audit and Ms. Goss replied that they had not.
Upon Chairman Ghilarducci’s arrival at 2:57 p.m., he assumed the duties of the Chair for
the remainder of the meeting.
11. Chief Risk and Actuarial Officer Shawna Ackerman will provide an update on the

status of CEA’s pending rate filing with the Department of Insurance.

Chief Risk and Actuarial Officer Shawna Ackerman said her team is actively engaged
with the California Department of Insurance (CDI) regarding the proposed CEA rate
filing. She said her team has answered questions from the CDI regarding the rate filing
and that CEA remains hopeful that the rate filing will be approved by the CDI in time for
the CEA’s targeted implementation in January 2022.
12. Ms. Ackerman will deliver a quarterly report on the CEA enterprise risk

management (ERM) program.

Ms. Ackerman provided an update on CEA’s Enterprise Risk Management (ERM)
program. She reported to the board that she is pleased with the program’s
developments and that the internal ERM committee has held productive meetings on a
regular basis.
13. Chief Mitigation Officer Janiele Maffei will update the Board on CEA mitigation

activities.

Chief Mitigation Officer Janiele Maffei reported that the CEA mitigation team is on the
verge of a new milestone having managed just under 15,000 seismic retrofits across the
state. She reminded the board that the number of retrofits has grown from the 13,000
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reported at the last Governing Board meeting in March 2021. Ms. Maffei also provided
an update on the Earthquake Brace + Bolt (EBB) low-income, supplementary grant
program associated with other mitigation programs. She said her team is in the process
of working to secure additional FEMA funds for the low-income grants.
Mr. Ghilarducci and Ms. O’Connor praised the mitigation team’s efforts. Said Mr.
Ghilarducci, “These retrofits will make a difference when the next, big earthquake
happens.” Ms. Maffei also announced that dates have been set for the annual CEA
Research Forum to be held via webinar on September 20 and 21 and titled, “Equitable
Residential Earthquake Resilience in California: Translating Research into Action.”
14. CEA staff will provide a quarterly status report on CEA’s Centralized Policy

Processing program (CPP).

CPP Portfolio Manager Sonya Berry reported to the board that Farmers Insurance is
scheduled to become the next CEA participating insurer to join the CPP platform at the
end of June. Once Farmers joins CPP, it will become the largest of the 11 participating
insurers on the CPP platform and its inclusion will mean that 27 percent of CEA’s 1.14
million policies would be on CPP. Ms. Berry also reported that CPP’s planned claims test
has been delayed until the end of 2021.
15. Diversity, Inclusion, and Belonging Advisory Council (DIBAC) Co-Chair Kwaun

Williams will provide an update on DIBAC’s projects and activities.

DIBAC Co-Chair Kwaun Williams provided an update on DIBAC’s programs and
activities. He said DIBAC’s guiding principles include: improving CEA staff diversity;
following up on a staff ethnicity survey; further developing a paid internship program;
updating CEA’s procurement guidelines; working with and supporting the CEA
mitigation team on the EBB low-income, supplemental retrofitting grant associated with
other mitigation programs; and continuing internal education with outside speakers,
such as State Treasurer Fiona Ma and Insurance Commissioner Ricardo Lara, both of
whom are CEA Governing Board members and both of whom recently spoke to CEA
employees about their personal experiences. Mr. Williams also mentioned that CEA
employees recently participated in implicit bias training.
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The Board members praised DIBAC for its efforts. Stated Ms. O’Connor, “You are making
great progress in this area.”
Public Comment, Closed Session & Conclusion
16. 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.

17. The Board will meet in closed session to discuss personnel matters, as permitted

by Government Code section 11126, subdivision (a).
The Board moved into Closed Session at 3:19 p.m.

18. Adjournment.

The Board returned from closed session, reporting that no actions were taken during the
closed session. The meeting adjourned at 4:18 p.m.
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Governing Board Memorandum
16 September 2021
Agenda Item 3:

Executive Report

Recommended Action:

No action required - information only

Chief Executive Officer Glenn Pomeroy will present an executive report to the Board, which
will include a report on legislative matters of interest to CEA and an update on the
development of CEA’s new Strategic Plan.

Governing Board Meeting—16 September 2021
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Governing Board Memorandum
16 September 2021
Agenda Item 4:

Advisory Panel Report

Recommended Action:

No action required – information only

CEA Advisory Panel Charmain Mark Simmonds will report to the CEA Governing Board on
the Panel’s August 31, 2021 meeting.
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Governing Board Memorandum
16 September 2021
Agenda Item 5:

Financial Report

Recommended Action:

No action required – information only

CEA Chief Financial Officer Tom Hanzel will present to the Board the CEA financial
report.
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FINANCIAL
REPORT

July 31, 2021
GOVERNING BOARD MEETING
THURSDAY, DECEMBER 12, 2013
1:00 PM
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Financial Statements
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California Earthquake Authority
Balance Sheet
as of July 31, 2021 and 2020
UNAUDITED
Assets

2021

Cash and investments:
Cash and cash equivalents
Restricted cash and equivalents
Restricted investments
Investments

$

Total cash and investments
Premiums receivable, net of allowance for
doubtful accounts of $ 1,991,768 and $ 6,072,138
Due from California Wildfire Fund
Interest receivable
Securities receivable
Prepaid reinsurance premium
Prepaid transformer maintenance premium
Equipment, net
Due from FEMA
Other assets
Deferred outflows of resources
Total other assets
Total assets

522,030,496
20,267,134
299,901,203
6,892,166,317

2020
$

73,906,652
8,429,871
7,292,898,217

7,734,365,150

7,375,234,740

112,515,573
23,027,031
105,605,287
61,542,191
5,684,552
73,584
4,196,023
2,492,363
3,595,417

88,043,244
127,532
28,195,429
47,034,854
8,280,178
131,118
2,730,460
822,280
3,170,536

318,732,021

178,535,631

$

8,053,097,171

$

7,553,770,371

$

486,213,903
9,969,590
7,633,797
4,196,023
600,000
96,136,134
200,000,000
233,667
370,083
11,823,481

$

444,325,968
8,561,766
8,147,008
2,730,460
1,143,253
1,091,000
40,299,405
386,030
9,621,334

Liabilities and Net Position
Unearned premiums
Accounts payable and accrued expenses
Reinsurance Payable
Due to CRMP
Loss and loss adjustment expense reserves
Loan payable
Securities payable
Revenue bond payable
Revenue bond interest payable
Deferred inflows of resources
Net pension liability
Total liabilities
Net position:
Restricted, expendable
Unrestricted, participating insurer contributed capital
Unrestricted, State of California contributed capital
Unrestricted, all other remaining
Total net position
Total liabilities and net position

$

817,176,678

516,306,224

116,830,979
790,656,796
326,413,529
6,002,019,189

11,758,652
790,656,796
305,391,333
5,929,657,366

7,235,920,493

7,037,464,147

8,053,097,171

$ 7,553,770,371
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California Earthquake Authority
Statement of Revenues, Expenses and Changes in Net Position
For the Seven Months Ended July 31, 2021 and 2020
UNAUDITED
2021
Underwriting income:
Premiums written
Less premiums ceded - reinsurance
Net premiums written
Change in unearned premiums
Net premiums earned
Operating expenses:
Losses and loss adjustment expenses
Participating Insurer commissions
Participating Insurer operating costs
Reinsurance broker commissions
Pro forma premium taxes equivalent
Other underwriting expenses

$

542,098,985
(289,654,840)

2020
$

493,162,764
(237,479,238)

252,444,145

255,683,526

(37,716,996)

(20,732,890)

214,727,149

234,950,636

(230,589)
54,217,404
17,389,757
1,633,333
12,745,596
25,318,322

(2,533,963)
49,323,261
15,816,699
1,633,333
11,595,871
27,442,610

Total expenses

111,073,823

103,277,811

Underwriting profit

103,653,326

131,672,825

56,526,595
(59,846,438)
285,465
6,107,562
(6,107,562)
(1,783,481)
(1,155,845)
12,745,596

67,782,104
141,071,509
284,877
112,651
6,497,544
(6,497,544)
(1,963,250)
(5,069,216)
11,595,871

6,771,892

213,814,546

110,425,219

345,487,371

7,125,495,274

6,691,976,776

$ 7,235,920,493

$ 7,037,464,147

Non-operating income and expenses:
Investment income (net of invstment fees)
Change in unrealized gain/(loss)
Other income
Risk capital surcharge
Grant revenue
Grant expenses
Financing expenses, net
Earthquake Loss Mitigation Fund expenses
State of California premium tax contribution equivalent
Total non-operating income and expenses
Increase in net position
Net position, beginning of year
Net position, end of period
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California Earthquake Authority
CEA Portfolio 12-Month History
As of July 31, 2021

Aug-20

Sep-20

Oct-20

Nov-20

CEA Investment Portfolio Overview
Dec-20
Jan-21
Feb-21

Mar-21

Apr-21

May-21

Jun-21

Jul-21

Total Portfolio
$

Market Value ($MM)
Yield to Maturity
1-M Income Return
12-M Income Return
12-M Income Return
Duration (Yrs)

7,358

$

7,319

$

7,368

$

7,645

$

7,630

$

7,666

$

7,656

$

7,715

$

7,641

$

7,692

$

7,729

$

7,749

0.16%
0.14%
1.79%
3.34%
1.87

0.15%
0.14%
1.79%
3.49%
1.92

0.22%
0.14%
1.78%
3.08%
1.88

0.17%
0.13%
1.77%
3.20%
2.00

0.18%
0.13%
1.76%
3.11%
2.03

0.21%
0.13%
1.73%
2.41%
1.98

0.30%
0.12%
1.69%
1.22%
2.08

0.34%
0.13%
1.65%
-0.12%
2.25

0.32%
0.12%
1.57%
-0.01%
2.29

0.31%
0.12%
1.55%
0.05%
2.27

0.37%
0.11%
1.52%
-0.18%
2.28

0.32%
0.12%
1.53%
0.00%
2.13

99%
0%
1%

99%
0%
1%

99%
0%
1%

99%
0%
1%

99%
0%
1%

100%
0%
0%

100%
0%
0%

100%
0%
0%

100%
0%
0%

100%
0%
0%

99%
0%
1%

95%
4%
1%

Portfolio Composition (%)
TSY/AGY
Corporates
Cash/MMF

Income Return and Duration

Sector Composition
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California Earthquake Authority
Available Capital Report
as of July 31, 2021
Cash & Investments (includes capital contributions and premiums $

7,734,365,150

Earthquake Loss Mitigation Fund cash and investments

$

(11,589,844)

Interest & Securities Receivable

$

128,632,318

Premium Receivable

$

112,515,573

Other Assets + California Wildfire Fund (AR) + FEMA (AR)

$

6,688,384

Revenue Bonds and Restricted Receivables

$

(1,449,575,793)

Debt Service (Interest, Principal & Debt Service (Min. Bal.))

$

(8,573,057)

Unearned Premium Collected

$

(327,919,697)

Accounts and Securities Payable, and Accrued Expenses

$

(117,935,544)

Loss Reserves

$

(600,000)

GASB 68 Pension Plan

$

(8,598,147)

CEA Available Capital

$

6,057,409,343
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California Earthquake Authority
Claim-Paying Capacity
as of July 31, 2021
Post Earthquake Industry
Assessment ("2nd IAL") $1.7
Policyholder Surcharge
$1.0
Capital from Revenue Bonds $1.4

Risk Transfer
$9.6

CEA Available Capital
$6.1

$76K

Total Capacity $19.7B
*Values may not add due to rounding.
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Risk-Transfer Programs
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California Earthquake Authority
Current Risk-Transfer Program Summary
as of July 31, 2021
Contracts

Contract Period

2021 January Program Contract 1

January 1, 2021 - December 31, 2021

1,625,258,000

Limit

100,000,000

2021 January Program Contract 2

January 1, 2021 - December 31, 2021

2021 January Program Contract 3 (Layer 1)

January 1, 2021 - December 31, 2021

7,500,000

2021 January Program Contract 3 (Layer 2)

January 1, 2021 - December 31, 2021

92,500,000

2021 January Program Contract 3 (Layer 3)

January 1, 2021 - December 31, 2021

15,000,000

2020-2021 January Program Contract 1

January 1, 2020 - December 31, 2021

484,725,000

2020-2021 January Program Contract 2

January 1, 2020 - December 31, 2021

32,975,000

2020-2021 January Program Contract 3

January 1, 2020 - December 31, 2021

55,000,000

2020-2021 January Program Contract 5

January 1, 2020 - December 31, 2021

2020-2022 January Program Contract 2

January 1, 2020 - March 31, 2022

100,000,000
120,000,000

90,000,000

2020-2022 January Program Contract 3

January 1, 2020 - March 31, 2022

2020-2022 January Program Contract 4

January 1, 2020 - March 31, 2022

2021-2022 January Program Contract 1

January 1, 2021 - December 31, 2021

165,900,000

80,000,000

2021-2022 January Program Contract 2

January 1, 2021 - December 31, 2021

135,000,000

2021-2022 January Program Contract 3

January 1, 2021 - December 31, 2021

110,000,000

2021-2022 January Program (15-Month) Contract 1

January 1, 2021 - March 31, 2022

129,000,000

2021-2022 April Program Contract 1

April 1, 2021 - March 31, 2022

668,875,000
250,000,000

2021-2022 April Program Contract 2

April 1, 2021 - March 31, 2022

2020-2022 April Program (18-Month) Contract 1

October 1, 2020 - March 31, 2022

41,750,000

2020-2022 April Program Contract 1

April 1, 2020 - March 31, 2022

23,500,000

2020-2025 August Program Contract 1

August 1, 2020 - July 31, 2025

220,000,000

2019-2022 August Program Contract 2

August 1, 2019 - July 31, 2022

267,000,000

2020-2023 August Program Contract 1

August 1, 2020 - July 31, 2023

250,000,000

2020-2021 October Program Contract 1

October 1, 2020 - September 30, 2021

320,300,280

2020-2022 October Program Contract 1

October 1, 2020 - September 30, 2022

31,200,000

2020-2022 October Program Contract 2

October 1, 2020 - September 30, 2022

150,000,000
12,999,960

2019-2021 October Program Contract 1

October 1, 2019 - September 30, 2021

2019-2021 October Program Contract 2

October 1, 2019 - September 30, 2021

2019-2020 December Program Contract 1

December 1, 2020 - November 30, 2021

2019-2020 December Program Contract 2

December 1, 2020 - November 30, 2021

2020-2021 January Program Contract 4

January 1, 2020 - December 31, 2021

5,000,000
60,000,000
80,000,000
100,000,000

2020-2022 January Program Contract 1

January 1, 2020 - December 31, 2022

50,000,000

2020-2022 January Program Contract 5

January 1, 2020 - December 31, 2022

500,000,000

2020-2022 June Program Contract 1

June 1, 2020 - May 31, 2022

2020-2021 August Program Contract 1

August 1, 2020 - July 31, 2021

2019-2021 December Program Contract 1

December 1, 2019 - November 30, 2021

39,999,990
93,750,000
125,000,000

2019-2021 December Program Contract 2

December 1, 2019 - November 30, 2021

50,000,000

2018-2021 August Program Contract 1

August 1, 2018 - July 31, 2021

93,750,000

2020-2021 August Program Contract 1

August 1, 2020 - July 31, 2021

118,750,000

2019-2022 August Program Contract 1

August 1, 2019 - July 31, 2022

93,750,000

2021-2023 July Program Contract 1

July 1, 2021 - June 30, 2023

65,000,000

2021-2022 June Program Contract 1

June 1, 2021 - May 31, 2022

2021-2023 June Program Contract 1

June 22, 2021 - June 21, 2023

7,500,000
150,000,000

Total Traditional Reinsurance

7,210,983,230

2018-2021 Transformer Reinsurance Contract 1 - Class D

September 14, 2018 - September 13, 2021

2019-2022 Transformer Reinsurance Contract 1 - Class C

December 1, 2019 - November 30, 2022

250,000,000
400,000,000

2020-2022 Transformer Reinsurance Contract 1 - Class F

May 29, 2020 - May 28, 2022

150,000,000

2020-2022 Transformer Reinsurance Contract 2 - Class A

May 29, 2020 - May 28, 2022

215,000,000

2020-2023 Transformer Reinsurance Contract 1 - Class F

May 17, 2020 - May 16, 2023

135,000,000

2020-2023 Transformer Reinsurance Contract 2 - Class A

May 17, 2020 - May 16, 2023

200,000,000

2020-2023 Transformer Reinsurance Contract 3 - Class D

October 17, 2020 - November 30, 2023

350,000,000

2020-2023 Transformer Reinsurance Contract 4 - Class AA

October 17, 2020 - November 30, 2023

425,000,000

2021-2024 Transformer Reinsurance Contract 1 - Class F

March 5, 2021 - November 30, 2024

215,000,000

Total Transformer Reinsurance
Total Risk-Transfer Program

2,340,000,000
$

9,550,983,230
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California Earthquake Authority
Schedule of Outstanding Debt

DEBT-SERVICE SCHEDULE
The table below sets forth the annual-debt-service requirements for the Series 2020B Revenue Bonds
Annual
Principal
Interest
Debt
Service
Date
Debt Service
$0
$1,402,000
$1,402,000
1-Jan-2022
$102,804,000
$100,000,000
$1,402,000
$101,402,000
1-Jul-2022
$0
$738,500
$738,500
1-Jan-2023
$101,477,000
$100,000,000
$738,500
$100,738,500
1-Jul-2023
$204,281,000
Total:
$200,000,000
$4,281,000
$204,281,000

Fitch's rating of 'A' Outlook Stable reaffirmed November 2020.
Kroll Bond Rating Agency (KBRA) rating of 'AA-' Outlook Stable affirmed November 2020.
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Update Memo on the
Investment Accounting,
Analytics, and Compliance
RFQ
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California Earthquake Authority
Investment Accounting, Analytics, and Compliance RFQ Update
July 31, 2021
Since inception of the CEA, CEA staff have been using an investment accounting
software package called iWorks Investments. iWorks is an integrated investment
accounting and reporting solution that delivers investment portfolio tax, GAAP and
National Association of Insurance Commissioners regulatory reporting for insurance
companies. iWorks is a mid-tier platform that integrates with CEA’s general ledger
accounting system (Great Plains). When the decision was made by the CEA to go with
iWorks, total invested assets were approximately $500 million and the number of
investment managers under contract was two.
In 2008 the CEA contracted with BondEdge Solutions for a compliance software
package. This was a result of the evolving regulatory landscape in the investment
industry, and the demand to implement investment compliance standards that promote
active oversight of CEA’s external investment managers. Since 2008, the CEA performs
daily investment compliance. The CEA’s finance department staff monitor investment
holdings and transactions daily to ensure compliance with the approved investment
guidelines and applicable laws.
The staff of the CEA has determined it is important to investigate purchasing a new
integrated investment accounting and compliance solution and decided to advertise an
RFQ in September 2021 for the following reasons:
x

At the end of fiscal year 2008 the CEA had $3.6 billion of assets under investment
with 4 investment managers. At the end of July 2021, the CEA had $17.6 billion
of assets under investment with 20 investment managers (CEA and CWF
combined). This is an increase of $14 billion dollars or 388% and an increase of
16 investment managers or 400%. Both iWorks and BondEdge require significant
amounts of manual work. Integrating accounting and compliance software into
the same platform will cut down on the amount of manual processes that take
place on a daily, weekly, monthly, and annual basis. Further, automation
eliminates confusion and minimizes errors.

x

The CEA and CWF both recently revised their respective investment policies
which has increased the activity and complexity of both portfolios. With the
potential from an upgrade in technology, the CEA will operate more efficiently
and effectively. This will be a major step for more effective and comprehensive
financial reporting, compliance, and analytics. The improved data analytics will
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help the CEA identify valuable insights, which enables CEA to identify process
improvements as well as increase efficiency and manage risks better.
x

The new accounting/compliance software will be cloud-based. With a cloud
based accounting/compliance system, the CEA and vendor will be able to have
access to our system anytime, which bodes well for the CEA team that has
shifted to a remote work setup since the COVID-19 pandemic began.

The CEA is seeking a system solution that provides access to high-quality technology,
seamless delivery of services, and strong client service/support. The system must be
provided through a SaaS solution, must provide for automated data processing,
including support for automated receipt of data from more than one custodial bank,
and must provide the CEA with a dedicated client servicing team consisting of
knowledgeable, experienced, and responsive individuals.
The staff of the CEA will present to the board our recommendation related to the
Investment Accounting, Analytics, and Compliance RFQ at the December 2021 board
meeting and ask for approval on our recommendation. If the purchase of a new system
is approved, the costs will be allocated to the CEA and CWF based on the cost allocation
methodology that has been developed by the CEA and approved by the Board.
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Governing Board Memorandum
16 September 2021
Agenda Item 6:

2021 CEA Revenue Bonds

Recommended Action:

Approve and Adopt Resolution Authorizing Issuance of
Series 2021 CEA Revenue Bonds

Background:
The CEA’s enabling law provides express authority for the CEA to use debt to structure its
finances and meet its claim-payment-related needs, and the authorized debt may be
incurred either before or after the occurrence of an earthquake, or both.
To date, the CEA has not incurred post-event debt (e.g., a bond issuance following an
earthquake for the express purpose of paying claims and claim expenses arising from
that earthquake).
The CEA’s pre‐event revenue bonds have provided liquidity and stability for the CEA’s
capital structure as well as providing flexibility to the CEA to be used as a liquidity tool
for the purpose of paying earthquake claims and reducing the need for risk transfer. The
CEA’s pre-event revenue bonds have helped supplement the CEA’s claim-paying
capacity for major earthquakes and have helped the CEA as an organization prepare to
survive a major earthquake so the CEA can continue providing post-earthquake financial
security for Californians.
The CEA has issued $1.4 billion of taxable revenue bonds in four series, three of which
have matured and are no longer outstanding. In 2006, the CEA issued $315 million of
10-year bonds and in 2014, the CEA issued $350 million of bonds with a 5-year final
maturity. The Series 2006 bonds were economically defeased prior to their final maturity
on July 1, 2016 and the Series 2014 bonds matured on July 1, 2019. The Series 2020A
bonds were issued in the amount of $400 million with a 4-month maturity on July 1,
2020, which pre-funded principal and interest payments due upon maturity with
available capital and were additionally secured by pledged revenues. The Series 2020B
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bonds were issued in the amount of $300 million with maturities ranging from one to
three years, and the current outstanding amount is $200 million.
Analysis:
It is the opinion of the CEA’s financial and executive staff and its municipal advisor that
the combination of (1) today’s favorable interest-rate environment for high quality debt
issuers such as the CEA, and (2) CEA’s excellent financial health provide a favorable
opportunity to issue additional pre-event revenue bonds at historical low rates – the CEA
would use bond proceeds to augment its claim-paying capacity and to reduce marginally
the amount of risk transfer needed.
The proposed Series 2021 revenue bond issuance will be in the aggregate amount of
$700 million, and will be comprised of two series:
•

Series 2021A, consisting of up to $300 million in short-term bonds
(December 1, 2021 maturity), and

•

Series 2021B, consisting of up to $400 million in bonds with annual
maturities from July 1, 2023 to July 1, 2027.

Proposed Revenue-Bond Structure:
Series
Borrower
Agent for Sale
Estimated Par Amount
Maturity
Tax Status
Bond type

2021A
California Earthquake Authority
California State Treasurer
Up to $300 million
December 1, 2021
Federally taxable (not subject to
California state income tax)
Fixed rate

2021B
California Earthquake Authority
California State Treasurer
Up to $400 million
July 1, 2023 - July 1, 2027
Federally taxable (not subject to
California state income tax)
Fixed rate

Expected Closing Date

October 2021

October 2021

Flow of Funds
The CEA will pledge revenue to secure repayment of both series of the proposed
Series 2021 bonds; the pledged revenue will consist of the CEA’s policyholder
premium, less the commissions and operating costs that the CEA’s participating
insurance companies retain. The Series 2021A principal and interest payments will
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be pre-funded at closing with available capital, which enables the CEA to meet its
additional bonds test as defined in the Master Trust Indenture.
All pledged funds will be deposited with the trustee bank, U.S. Bank. Using the
deposited revenue, U.S. Bank will fund the pledged revenue account in an amount
sufficient for timely repayment of bond principal and interest. For a more detailed
depiction of the flow of funds and accounts, see the attached flow-of-funds charts.
The Series 2021A bonds are shown on Attachment A, and the Series 2021B bonds are
shown on Attachment B.
Disposition of (Proposed) Revenue-Bond Proceeds
The CEA will commit to use the Series 2021 bond proceeds only to pay policyholder
claims and claim-related expenses.
The proposed revenue-bond proceeds will fund a pledged revenue account at the
CEA’s custodial bank, State Street Bank.
The CEA’s investment managers will invest the bond proceeds on behalf of the CEA, in
accordance with the Board-approved investment policies and procedures pertaining to
the CEA’s existing Claims-Paying Fund.
Using the investment policy, the CEA will be able to minimize the net carry cost, or the
difference between investment income and bond-interest payments. Also, because the
claim-paying account may be accessed to pay claims before the bonds’ maturity, using
those investment policies ensures that the claim-paying account will consist of highquality liquid securities.
The Series 2021 bond proceeds will be added to the layer of the CEA’s financial structure
that is shown as “Revenue Bonds” layer of that structure. Attachment C is a diagram
showing a projected July 31, 2021, CEA financial structure including the planned or
projected bond proceeds from the Series 2021 bonds.
Key Revenue-Bond Documents
The following is a brief description of the key documents for the Series 2021 bond
issuance and which the staff is working on and will provide to the Board when the
transaction is ready for final approval:
Indenture of Trust (Attachment D) - The bond indenture of trust is an agreement
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between the borrower (CEA) and the trustee (U.S. Bank) and presents both the general
structure of the bond transactions and the respective duties and obligations of the
borrower and the trustee.
Third and Fourth Supplemental Indenture of Trust (Attachment E1 and E2) - The
supplemental indenture of trust is an agreement between the borrower and the
trustee and describes both the structure of each bond series in the transaction and,
for each such series, the respective duties and obligations of the borrower and the
trustee.
Preliminary Official Statement (Attachment F) - The preliminary official statement is the
bond-transaction disclosure document given to potential investors and which presents
the history, background, and financial results of the borrower, a summary of the bond
transactions, and the risk factors inherent in the transaction.
Bond Purchase Contract (Attachment G) - The bond purchase contract is an
agreement among the borrower (CEA), the underwriters, and the agent for sale (the
California State Treasurer) that states the terms and conditions of the bond sale.
Continuing Disclosure Agreement (Attachment H) - The continuing disclosure
agreement states the borrower’s representations regarding periodic reporting
requirements during the term of the bonds.
Governing Board Resolution (Attachment I): The proposed Governing Board
resolution gives CEA staff authorization to sell the revenue bonds on the terms and
conditions presented above, and as elaborated on in the resolution.
Recommendation:
Staff recommends that the Governing Board adopt a written resolution (in the form
presented to the Board as Attachment I) approving the sale of Series 2021 revenue
bonds on the terms and conditions stated above, and as set forth in that written
resolution.
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Attachment A

CEA’s 2021A Revenue Bonds Flow of Funds

041

Attachment B

CEA’s 2021B Revenue Bonds Flow of Funds

042

CEA Series 2021 Revenue Bonds

Attachment C

Claim Paying Capacity as of July 31, 2021

Prior to Series 2021
Post Earthquake Industry Assessment
("2nd IAL") $1.7B
Policyholders Surcharge $1.0B

After Series 2021

+$700 million
Series 2021A
and 2021B

Post Earthquake Industry Assessment
("2nd IAL") $1.7B

Policyholders Surcharge $1.0B

Capital from Revenue Bonds $1.4B

Capital from Revenue Bonds $2.1B

Risk Transfer
$9.6B

Risk Transfer
$9.6

CEA Available Capital
$6.1B

Total Capacity $19.7B*

$300M of available
capital used to prefund Series 2021A
bonds

CEA Available Capital
$5.8B

Total Capacity $20.1B*
$188K

*Values may not add due to rounding

043

044

045

046

047

048

049

050

051

052

053

054

055

056

057

058

059

060

061

062

063

064

065

066

067

068

069

070

071

072

073

074

075

076

077

078

079

080

081

082

083

084

085

086

087

088

089

090

091

092

093

094

095

096

097

098

099

100

101

102

103

104

105

106

EXECUTION COPY

SECOND SUPPLEMENTAL INDENTURE OF TRUST

BETWEEN

CALIFORNIA EARTHQUAKE AUTHORITY

AND

U.S. BANK NATIONAL ASSOCIATION,
AS TRUSTEE

(California Earthquake Authority Revenue Bonds, Series 2020B)
Dated as of November 1, 2020

4147-1121-5399.7
107

TABLE OF CONTENTS
Page
ARTICLE XV
AUTHORITY AND DEFINITIONS
SECTION 15.01 Supplemental Indenture .................................................................................... 2
SECTION 15.02 Definitions......................................................................................................... 2
ARTICLE XVI
AUTHORIZATION AND TERMS OF BONDS
SECTION 16.01 Authorization; Designation; and Certain Terms of the Series 2020B
Bonds ................................................................................................................ 2
SECTION 16.02 Redemption ....................................................................................................... 3
SECTION 16.03 Debt Service Deposits With Respect to Series 2020B Bonds........................... 5
SECTION 16.04 Use of Proceeds................................................................................................. 6
SECTION 16.05 Limitations on Issuance of Additional Bonds................................................... 6
ARTICLE XVII
AMENDMENTS
SECTION 17.01 Amendment to Section 5.01(b)(i) ..................................................................... 6
SECTION 17.02 Amendment to Section 5.01(b)(iii) ................................................................... 7
SECTION 17.03 Consent to Amendment..................................................................................... 7
ARTICLE XVIII
MISCELLANEOUS
SECTION 18.01 Limitation of Rights .......................................................................................... 7
SECTION 18.02 Continuing Disclosure....................................................................................... 7
SECTION 18.03 Severability ....................................................................................................... 7
SECTION 18.04 Captions ............................................................................................................ 8
SECTION 18.05 Governing Law.................................................................................................. 8
SECTION 18.06 Effective Date.................................................................................................... 8
SECTION 18.07 Ratification of Indenture ................................................................................... 8
SECTION 18.08 Execution in Several Counterparts.................................................................... 8

-i4147-1121-5399.7
108

SECOND SUPPLEMENTAL INDENTURE OF TRUST
This SECOND SUPPLEMENTAL INDENTURE OF TRUST (the “Second
Supplemental Indenture”), is entered into and dated as of November 1, 2020 between
CALIFORNIA EARTHQUAKE AUTHORITY, a public instrumentality of the State of California
(the “Authority”), and U.S. BANK NATIONAL ASSOCIATION, a national banking association
duly organized and existing under the laws of the United States of America, as Trustee under the
Indenture defined below (the “Trustee”);
W I T N E S S E T H:
WHEREAS, the Indenture of Trust, dated as of March 1, 2020 (the “Original
Indenture”), between the Authority and the Trustee provides for the issuance of Bonds, including
Additional Bonds;
WHEREAS, the Original Indenture was supplemented pursuant to a First
Supplemental Indenture of Trust, dated as of March 1, 2020 (the “First Supplemental Indenture”
and, with the Original Indenture, the “Indenture”), in connection with the issuance of the California
Earthquake Authority Revenue Bonds, Series 2020A (the “Series 2020A Bonds”);
WHEREAS, Section 10.01(h) of the Indenture permits amendments to the
Indenture in connection with the issuance of a Series of Additional Bonds, and Section 10.02 of
the Indenture permits additional amendments to the Indenture upon the consent of the Holders of
not less than a majority of the aggregate principal amount of the then Outstanding Bonds, if any;
WHEREAS, no Bonds, including the Series 2020A Bonds, are Outstanding under
the Indenture; and
WHEREAS, the Authority has determined to supplement and amend the Indenture
to provide for the issuance of a Series of Additional Bonds thereunder which shall be designated
“California Earthquake Authority Revenue Bonds, Series 2020B” (the “Series 2020B Bonds”) and
to modify certain provisions therein for the Series 2020B Bonds;
NOW, THEREFORE, THIS SECOND SUPPLEMENTAL INDENTURE
WITNESSETH, in order to secure the payment of the Series 2020B Bonds at any time Outstanding
under this Indenture and to secure the performance of the covenants and conditions therein and
herein set forth with respect thereto, and to declare the terms and conditions upon and subject to
which the Series 2020B Bonds authorized hereby are to be issued, and in consideration of the
premises and of the mutual covenants herein contained and of the purchase and acceptance of the
Series 2020B Bonds authorized hereby, and for other valuable considerations, the receipt of which
is hereby acknowledged, the Authority does hereby covenant and agree with the Trustee, for the
benefit of the Holders from time to time of the Series 2020B Bonds authorized hereby, as follows:

4147-1121-5399.7
109

ARTICLE XV
AUTHORITY AND DEFINITIONS
SECTION 15.01
Supplemental Indenture.
This Second Supplemental
Indenture is entered into by the Authority and the Trustee as an amendment to the Indenture
pursuant to Section 10.01(h) of the Indenture. Further, this Second Supplemental Indenture
includes various amendments to the Indenture pursuant to Section 10.02 of the Indenture.
SECTION 15.02
Definitions. Unless the context otherwise requires, all terms
that are defined in the Indenture shall have the same meanings in this Second Supplemental
Indenture. The following definitions are added to the definitions in Section 1.01.
Electronic Means
“Electronic Means” means a notice provided by telecopy, facsimile transmission,
e-mail transmission or other similar electronic means of communication providing evidence of
transmission, including telephonic communication confirmed by any other method set forth in this
definition and including any other communications method acceptable to the parties giving and
receiving such notice.
Series 2020B Claims-Paying Account
“Series 2020B Claims-Paying Account” means the account for the Series 2020B
Bonds created by the Authority within the California Earthquake Authority Fund.
Series 2020B Interest Subaccount
“Series 2020B Interest Subaccount” means the subaccount for the Series 2020B
Bonds created by the Trustee within the Interest Account pursuant to Section 4.04(a).
Series 2020B Principal Subaccount
“Series 2020B Principal Subaccount” means the subaccount for the Series 2020B
Bonds created by the Trustee within the Principal Account pursuant to Section 4.04(b).
ARTICLE XVI
AUTHORIZATION AND TERMS OF BONDS
SECTION 16.01
Authorization; Designation; and Certain Terms of the Series
2020B Bonds. (a) A Series of Additional Bonds is hereby authorized to be issued, which shall be
designated “California Earthquake Authority Revenue Bonds, Series 2020B” (the “Series 2020B
Bonds”). The Series 2020B Bonds are authorized to be issued in the aggregate principal amount
of $300,000,000. The Series 2020B Bonds shall be issued as fully registered Bonds in
denominations of any integral multiple of $5,000. The Series 2020B Bonds shall be initially
registered in the name of Cede & Co., as nominee of DTC, or any successor thereto and purchases
of beneficial interests in the Series 2020B Bonds may be made in book-entry form only.
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Registered ownership of the Bonds, or any portion thereof, may not thereafter be transferred except
as set forth in the Indenture. The form of the Series 2020B Bonds, the Trustee’s certificate of
authentication and the form of assignment shall be as set forth in Exhibit A hereto and shall be
completed and delivered to DTC or its agent in such forms. The Series 2020B Bonds shall be
dated the date of delivery thereof. During any period in which ownership of any Series 2020B
Bond is determined by a book-entry system at a securities depository, payment of principal and
interest shall be made to Holders of record as of the close of business on the Business Day prior to
the respective dates each of such payments is due and shall be paid by wire transfer of immediately
available funds on the date such payment is due. Interest on the Series 2020B Bonds is payable
semiannually on January 1 and July 1, commencing with January 1, 2021. Any such interest not
so punctually paid or duly provided for shall forthwith cease to be payable to the Holder on such
date and shall be paid to the Person in whose name the Series 2020B Bond is registered at the close
of business on a special record date (“Special Record Date”) for the payment of such defaulted
interest to be fixed by the Trustee, notice of which shall be given to the Holders, subject to Section
2.11, by first-class mail or Electronic Means not less than ten (10) days prior to such Special
Record Date.
(b)
The Series 2020B Bonds shall mature on the following dates in the
following amounts (subject to prior redemption as set forth in Section 16.02) and shall bear interest
at the following rates per annum:
Maturity Date
January 1, 2021

Principal Amount
$50,000,000

Interest Rate
1.127%

CUSIP No.
13017HAG1

July 1, 2021

50,000,000

1.227

13017HAH9

July 1, 2022

100,000,000

1.327

13017HAJ5

July 1, 2023

100,000,000

1.477

13017HAK2

(c)
The Series 2020B Bonds shall be numbered in consecutive numerical order
from R-1 upwards, and each such Bond shall bear interest from the date of delivery. Interest shall
be calculated on the basis of a 360-day year comprised of twelve 30-day months.
SECTION 16.02

Redemption.

(a)
Optional Redemption. The Series 2020B Bonds are subject to redemption
prior to their respective stated maturity dates, at the option of the Authority, in whole or in part,
on any date in such order of maturity as may be designated by the Authority and on a pro rata passthrough distribution of principal basis within any maturity from any source of available funds and
upon mailed notice as provided herein, at a redemption price equal to the greater of:
(i)
the issue price of 100% of the principal amount of the Series 2020B
Bonds to be redeemed; or
(ii)
the sum of the present value of the remaining scheduled payments
of principal and interest to the maturity date of the Series 2020B Bonds to be redeemed,
-34147-1121-5399.7
111

not including any portion of those payments of interest accrued and unpaid as of the date
on which the Series 2020B Bonds are to be redeemed, discounted to the date on which the
Series 2020B Bonds are to be redeemed on a semi-annual basis, assuming a 360-day year
consisting of twelve 30-day months, at the Treasury Rate, plus 20 basis points;
plus, in each case, accrued interest on the Series 2020B Bonds to be redeemed to the
redemption date.
“Treasury Rate” means, with respect to any redemption date for a particular Series 2020B
Bond, the yield to maturity as of such redemption date of United States Treasury securities with a
constant maturity (as compiled and published in the most recent Federal Reserve Statistical
Release H.15 (519) that has become publicly available on a date selected by the Authority that is
at least two Business Days, but not more than 45 calendar days, prior to the redemption date
(excluding inflation indexed securities) (or, if such Statistical Release is no longer published, any
publicly available source of similar market data)) most nearly equal to the period from the
redemption date to the maturity date of the Series 2020B Bond to be redeemed; provided, however,
that if the period from the redemption date to such maturity date is less than one year, the weekly
average yield on actually traded United States Treasury securities adjusted to a constant maturity
of one year will be used.
At the election of the Authority, the redemption price of the Series 2020B Bonds to be
redeemed at the option of the Authority as described under “Optional Redemption” shall be
determined by an independent accounting firm, investment banking firm or financial advisor
retained by the Authority at the Authority’s expense to calculate such redemption price. The
Trustee and the Authority may conclusively rely on the determination of such redemption price by
such independent accounting firm, investment banking firm or financial advisor and shall not be
liable for such reliance.
(b)
Instructions for Redemption and Purchase; Payment of Redemption Price
or Purchase Price. Redemptions and purchases of Series 2020B Bonds required or permitted
hereby shall be effected by the Trustee in accordance with written instructions from an Authorized
Representative of the Authority in form and substance reasonably satisfactory to the Trustee
delivered, in the case of redemption no less than twenty-five days prior to the date fixed for
redemption and in the case of purchase no less than five Business Days prior to the date of
purchase. The funds for each such redemption or purchase shall be disbursed from the Series
2020B Principal Subaccount, except that accrued interest shall be disbursed from the Series 2020B
Interest Subaccount.
(c)
Notice of Redemption. Subject to Section 2.11, notice of redemption shall
be mailed by first-class mail or sent by “Electronic Means” by the Trustee, not less than 20 days
and not more than 60 days prior to the redemption date, to the respective Holders of any Series
2020B Bonds designated for redemption at their addresses appearing on the bond registration
books of the Trustee. Each notice of redemption shall state the date of such notice, the date of
delivery of the Series 2020B Bonds, the date fixed for redemption, the redemption price, the place
or places of redemption (including the name and appropriate address or addresses of the Trustee)
the maturity, CUSIP numbers, if any, and the respective portions of the principal amount thereof
to be redeemed. Each such notice shall also state that on said date there will become due and
-44147-1121-5399.7
112

payable on each of said Series 2020B Bonds the specified portion of the principal amount thereof
to be redeemed, together with interest accrued thereon to the redemption date, and that from and
after such redemption date interest thereon shall cease to accrue on such principal portion. Notices
of redemption given as described above are effective whether the notice is actually received, and
whether any DTC procedures for giving notice are complied with. After the date fixed for
redemption, no further interest will accrue on the portion of the principal of any Series 2020B
Bonds called for redemption.
(d)
Pro-Rata Pass-Through Distributions of Principal and Interest. If less than
all of the Series 2020B Bonds of a maturity are to be redeemed prior to maturity, then:
(i)
If the Series 2020B Bonds are registered in book-entry only form
and so long as DTC is the sole registered owner of the Series 2020B Bonds, the particular Series
2020B Bonds shall be redeemed on a “Pro-Rata Pass-Through Distribution of Principal” basis in
accordance with DTC’s procedures, provided further, that such redemption is made in accordance
with the operational arrangements of DTC then in effect. The Trustee will send notice to DTC in
accordance with such rules and procedures to effect a pro rata reduction of principal of all
applicable Series 2020B Bonds to accomplish the optional redemptions described above through
a pass-through distribution of principal. In connection with each such redemption, the Trustee will
include in the written notice of redemption described above the dollar amount per $1,000 principal
amount payable on account of principal and accrued interest to effect a pro rata reduction through
a pass-through distribution of principal on the related redemption date. DTC will be responsible
for distributing the principal and accrued interest among its direct participants, as applicable, pro
rata in accordance with its rules and procedures for a pro rata pass-through distribution of principal
based upon the beneficial interest in the Series 2020B Bonds being redeemed that DTC records
list as owned by each DTC direct participant as of the record date for such payment. Any failure
of the Trustee to make such selection or of DTC or its participants or any other intermediary, to
make such selection or proportional allocation, for whatever reason, will not affect the sufficiency
or the validity of the redemption of the Series 2020B Bonds.
(ii)
If DTC’s operational arrangements do not allow for allocation of
such redemption payments on a pro rata pass-through distribution of principal basis, the portion of
the Series 2020B Bonds to be redeemed on such dates will be selected in accordance with DTC’s
then existing rules and procedures and may be by lot.
(iii) If the Series 2020B Bonds are not then in book-entry form at the
time of such redemption, on each redemption date, the Trustee shall select the Series 2020B Bonds
for redemption pro rata within a maturity. The Trustee will select such portions of Series 2020B
Bonds to be redeemed in such manner as the Trustee may deem to be fair and appropriate.
SECTION 16.03
Debt Service Deposits With Respect to Series 2020B Bonds.
Pursuant to Section 4.03(e), the portion of a Debt Service Deposit allocable to the principal of the
Series 2020B Bonds in each calendar month shall be equal to the sum of (i) with respect to the
principal of Series 2020B Bonds that have been Outstanding more than twelve months, one-twelfth
of the amount of principal becoming due and payable on such Outstanding Series 2020B Bonds
on the next ensuing July 1; (ii) with respect to the principal of Series 2020B Bonds that have been
Outstanding less than twelve months, excluding however, the principal of Series 2020B Bonds
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maturing on January 1, 2021, an amount equal to the amount of principal due and payable on such
Series 2020B Bonds on July 1, 2021, divided by the number of months preceding such July 1 that
such Series 2020B Bonds have been Outstanding; and (iii) notwithstanding the immediately
preceding clause (ii), with respect to the principal of Series 2020B Bonds due on January 1, 2021,
an amount equal to the amount of principal due and payable on Series 2020B Bonds on such
January 1.
SECTION 16.04
Use of Proceeds. The Authority covenants and agrees that
the proceeds of the sale of the Series 2020B Bonds will be deposited in the Series 2020B ClaimsPaying Account. As used in this Section, “proceeds” is an amount equal to the principal amount
of the Series 2020B Bonds and less the underwriting discount for the Series 2020B Bonds.
SECTION 16.05
Limitations on Issuance of Additional Bonds. While the
Series 2020B Bonds are Outstanding, the following shall apply to each Series of Additional Bonds:
Debt Service Deposits with respect to such Series of Bonds shall be made in the same manner and
at the same times as Debt Service Deposits are made with respect to the Series 2020B Bonds.
Notwithstanding the foregoing, the provisions of this Section do not apply to any Additional Bonds
issued pursuant to Section 5.01(b)(i)(3).
ARTICLE XVII
AMENDMENTS
SECTION 17.01
Amendment to Section 5.01(b)(i). Section 5.01(b)(i) is
hereby amended to read as follows (additions shown in italics, deletions shown in strikethrough):
“(i)
the Board is provided with a certificate of an Authorized
Representative that states that one of the following is accurate:
(1)
the ratio of (A) Pledged Revenue for the most recently ended
Fiscal Year to (B) Maximum Annual Debt Service on the Bonds, calculated
as of the date of sale of, and including such additional Bonds, will not be
less than 2.53.0:1; or
(2)
the ratios of (A) projected Pledged Revenue for the current
Fiscal Year and projected Pledged Revenue for the next Fiscal Year
(including in such projected Pledged Revenue for each such Fiscal Year
amounts projected to be received from any adopted policyholder rate
increases), to (B) Maximum Annual Debt Service on the Bonds, calculated
as of the date of sale of, and including such additional Bonds, will not be
less than 2.53.0:1 for each such Fiscal Year; or
(3)
the Supplemental Indenture provides that (A) the Series of
Bonds will mature within the same Fiscal Year as issued and (B) the
Authority will concurrently with the issuance of such Series of Bonds
transfer to the Trustee a Debt Service Deposit in an amount sufficient to pay
in full when due the principal of and interest on such Series of Bonds (if
such Bonds of a Series are Index Rate Bonds, interest shall be computed at
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the maximum interest rate for such Bonds, as set forth herein or in the
related Supplemental Indenture), such amount to be allocated to the Interest
Subaccount and the Principal Subaccount for such Series of Bonds as set
forth in such Supplemental Indenture;”
SECTION 17.02
Amendment to Section 5.01(b)(iii). While the Series 2020B
Bonds are Outstanding, Section 5.01(b)(iii) is hereby amended to read as follows (additions shown
in italics, deletions shown in strikethrough):
“(iii) with respect to any Series of Bonds that, at the time of their original
issuance, have a term to final maturity that is equal to or greater than 12 months,
interest must be payable on January 1 and July 1, and principal must be payable on
January 1 or July 1 of each year.”
SECTION 17.03
Consent to Amendment. The Holders and beneficial owners
of the Series 2020B Bonds, by purchasing any Series 2020B Bonds on the original date of issuance
thereof, are deemed to have irrevocably consented to the amendment of the Indenture in Sections
17.01 and 17.02 for purposes of satisfying the consent requirement in Section 10.02.
ARTICLE XVIII
MISCELLANEOUS
SECTION 18.01
Limitation of Rights. With the exception of rights herein
expressly conferred, nothing expressed or mentioned in or to be implied from this Second
Supplemental Indenture is intended or shall be construed to give to any person other than the
Holders of the Bonds any legal or equitable right, remedy or claim under or in respect to this
Second Supplemental Indenture or any covenants, conditions and provisions herein or therein
contained; this Second Supplemental Indenture and all of the covenants, conditions and provisions
herein and therein are intended to be for the sole and exclusive benefit of the Holders of the Bonds.
SECTION 18.02
Continuing Disclosure. The Authority shall at all times
comply with and carry out all of the provisions of the Continuing Disclosure Certificate dated as
of November 24, 2020 (the “Continuing Disclosure Certificate”), executed by the Authority, as
originally executed and as it may be amended from time to time in accordance with the terms
thereof. Notwithstanding any other provision of the Indenture, failure of the Authority to comply
with the Continuing Disclosure Certificate shall not be considered an event of default under the
Indenture; however, the Trustee, any Bondholder or any Beneficial Owner (as defined in the
Continuing Disclosure Certificate) may take such actions as may be necessary and appropriate,
including seeking mandate or specific performance by court order, to cause the Authority to
comply with its obligations under this Section.
SECTION 18.03
Severability. If any provision of this Second Supplemental
Indenture is held to be in conflict with any applicable statute or rule of law or is otherwise held to
be unenforceable for any reason whatsoever, such circumstances shall not have the effect of
rendering the other provision or provisions herein contained invalid, inoperative, or unenforceable
to any extent whatsoever. The invalidity of any one or more phrases, sentences, clauses, or
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Sections of this Second Supplemental Indenture shall not affect the remaining portions of this
Second Supplemental Indenture or any part thereof.
SECTION 18.04
Captions. The captions or headings in this Second
Supplemental Indenture are for convenience only and in no way define, limit or describe the scope
or intent of any provisions or sections of this Second Supplemental Indenture.
SECTION 18.05
Governing Law. This Second Supplemental Indenture shall
be governed by and interpreted in accordance with the laws of the State of California.
SECTION 18.06
Effective Date. This Second Supplemental Indenture shall
become effective upon its execution and delivery.
SECTION 18.07
Ratification of Indenture. As amended and supplemented
hereby, the Indenture and the trusts conferred thereby are in all respects confirmed, and the
Indenture, all indentures supplemental thereto including this Second Supplemental Indenture shall
be read, taken and considered as one instrument.
SECTION 18.08
Execution in Several Counterparts.
This Second
Supplemental Indenture may be executed in any number of counterparts and each of such
counterparts shall for all purposes be deemed to be an original; and all such counterparts, or as
many of them as the Authority and Trustee shall preserve undestroyed, shall together constitute
but one and the same instrument.

-84147-1121-5399.7
116

117

118

EXHIBIT A
FORM OF CALIFORNIA EARTHQUAKE AUTHORITY
REVENUE BOND, SERIES 2020B
UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE
DEPOSITORY TRUST COMPANY TO THE ISSUER OR ITS AGENT FOR REGISTRATION
OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY BOND ISSUED IS REGISTERED
IN THE NAME OF CEDE & CO. OR SUCH OTHER NAME AS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF THE DEPOSITORY TRUST COMPANY AND ANY
PAYMENT IS MADE TO CEDE & CO., ANY TRANSFER, PLEDGE OR OTHER USE
HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL SINCE
THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.
No. ________

____________
California Earthquake Authority
Revenue Bond, Series 2020B

Dated Date

Principal Amount

Interest Rate

November 24, 2020

$

%

CUSIP

Maturity Date

REGISTERED OWNER: Cede & Co.

CALIFORNIA EARTHQUAKE AUTHORITY, a public instrumentality of the State of
California duly organized and existing under the laws of the State of California (the “Authority”),
for value received, hereby promises to pay, but solely from Pledged Revenue and Debt Service
Deposits, in lawful money of the United States of America, to the registered owner or registered
assigns, on the maturity date set forth above (unless redeemed prior thereto as hereinafter
provided), the principal amount specified above, together with interest until the principal hereof
shall have been paid. This Bond will bear interest from its dated date at the rate shown above.
Interest will be calculated on the basis of a 360-day year comprising twelve 30-day months.
Interest on this Bond is payable semiannually on January 1 and July 1, commencing with January
1, 2021. So long as this bond is held in book-entry form, the record date for interest payments is
the close of business on the Business Day prior to the applicable interest payment date and, if not
in book-entry form, is the 15th day of the month preceding the related payment date. Payments of
principal shall be made to Holders of record as of the close of business on the Business Day prior
to the dates such payments are due and shall be paid by wire transfer of immediately available
funds on the date such payments are due. Capitalized terms used herein and not defined herein
shall have the meanings given such terms in the Indenture of Trust, dated as of March 1, 2020, as
supplemented and amended to date, including by the Second Supplemental Indenture of Trust,
dated as of November 1, 2020 (hereinafter collectively referred to as the “Indenture”), each
between the Authority and U.S. Bank National Association, as trustee (the “Trustee”),
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In any case where the date fixed for the payment of interest on or principal of this Bond on
any interest payment date or maturity date or redemption date is not a Business Day, then payment
of such interest, premium, if any, or principal will not be made on such date but will be made on
the next Business Day (and no interest will accrue or be payable on account of such delay).
This Bond is one of a duly authorized issue of Bonds of the Authority, designated as
California Earthquake Authority Revenue Bonds (the “Bonds”), of the series designated above, all
of which are being issued pursuant to the provisions of Chapter 8.6 of Part 1 of Division 2 of the
California Insurance Code (the “CEA Act”) and the Indenture. Said authorized issue of Bonds is
not limited in aggregate principal amount and consists or may consist of one or more Series as in
the Indenture provided.
THIS BOND IS AN OBLIGATION OF THE AUTHORITY TO THE EXTENT
PROVIDED IN THE INDENTURE, PAYABLE SOLELY FROM PLEDGED REVENUE AND
DEBT SERVICE DEPOSITS.
THIS BOND IS NOT A DEBT OR LIABILITY OF THE STATE OF CALIFORNIA OR
OF ANY POLITICAL SUBDIVISION OF THE STATE OF CALIFORNIA. THIS BOND DOES
NOT DIRECTLY, INDIRECTLY, OR CONTINGENTLY OBLIGATE THE STATE OF
CALIFORNIA OR ANY POLITICAL SUBDIVISION OF THE STATE OF CALIFORNIA TO
LEVY OR TO PLEDGE ANY FORM OF TAXATION OR TO MAKE ANY APPROPRIATION
FOR PAYMENT OF THIS BOND.
Reference is hereby made to the Indenture and the CEA Act for a description of the terms
on which the Bonds are issued and to be issued, the provisions with regard to the nature and extent
of the pledge of Pledged Revenue and Debt Service Deposits and the rights of the registered owners
of the Bonds, and all the terms of the Indenture are hereby incorporated herein and constitute a
contract between the Authority and the registered owner from time to time of this Bond, and to all
the provisions thereof the registered owner of this Bond, by its acceptance hereof, consents and
agrees. Additional Bonds may be issued and other indebtedness may be incurred on a parity with
the Series of Bonds of which this Bond is a part, but only subject to the conditions and limitations
contained in the Indenture.
This Bond is payable both as to principal and interest, solely from Pledged Revenue and
Debt Service Deposits as provided in the Indenture, and the Authority is not obligated to pay this
Bond except from Pledged Revenue.
The Bonds of the Series of which this Bond is a part are subject to redemption prior to their
respective stated maturity dates, at the option of the Authority, in whole or in part, on any date in
such order of maturity as may be designated by the Authority and on a pro rata pass-through
distribution of principal basis within any maturity from any source of available funds and upon
mailed notice as provided in the Indenture, at a redemption price equal to the greater of:
(i)

the issue price of 100% of the principal amount of such Bonds to be

redeemed; or
(ii)
the sum of the present value of the remaining scheduled payments
of principal and interest to the maturity date of such Bonds to be redeemed, not including
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any portion of those payments of interest accrued and unpaid as of the date on which such
Bonds are to be redeemed, discounted to the date on which such Bonds are to be redeemed
on a semi-annual basis, assuming a 360-day year consisting of twelve 30-day months, at
the Treasury Rate, plus 20 basis points;
plus, in each case, accrued interest on such Bonds to be redeemed to the redemption date.
“Treasury Rate” means, with respect to any redemption date for a particular Bond, the yield
to maturity as of such redemption date of United States Treasury securities with a constant maturity
(as compiled and published in the most recent Federal Reserve Statistical Release H.15 (519) that
has become publicly available on a date selected by the Authority that is at least two Business
Days, but not more than 45 calendar days, prior to the redemption date (excluding inflation indexed
securities) (or, if such Statistical Release is no longer published, any publicly available source of
similar market data)) most nearly equal to the period from the redemption date to the maturity date
of the Bond to be redeemed; provided, however, that if the period from the redemption date to
such maturity date is less than one year, the weekly average yield on actually traded United States
Treasury securities adjusted to a constant maturity of one year will be used.
The rights and obligations of the Authority and of the holders and registered owners of the
Bonds of the Series of which this Bond is a part may be modified or amended at any time in the
manner, to the extent, and upon the terms provided in the Indenture, which provide, in certain
circumstances, for modifications and amendments without the consent of or notice to the registered
owners of Bonds.
This Bond is transferable or exchangeable as provided in the Indenture, only upon the Bond
Register at the Principal Office of the Trustee, by the registered owner hereof in person, or by his
or her duly authorized attorney, upon surrender of this Bond at the Principal Office of the Trustee,
together with a written instrument of transfer satisfactory to the Trustee duly executed by the
registered owner or his or her duly authorized attorney, and thereupon a new Bond or Bonds of the
same Series, maturity, interest rate and in the same aggregate principal amount, shall be issued to
the transferee in exchange therefor as provided in the Indenture, upon payment of any charges
therein prescribed.
The person in whose name this Bond is registered shall be deemed and regarded as the
absolute owner hereof for all purposes, including receiving payment of, or on account of, the
principal of and interest due hereon.
It is hereby certified and recited that any and all acts, conditions and things required to
exist, to happen and to be performed, precedent to and in the incurring of the indebtedness
evidenced by this Bond, and in the issuing of this Bond, exist, have happened and have been
performed in due time, form and manner, as required by the Constitution and statutes of the State
of California and the CEA Act, and that this Bond, together with all other indebtedness of the
Authority payable out of Pledged Revenue, is within every debt and other limit prescribed by the
Constitution and statutes of the State of California and the CEA Act.
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This Bond shall not be entitled to any benefit under the Indenture, or become valid or
obligatory for any purpose, until the certificate of authentication hereon endorsed shall have been
manually signed by the Trustee.
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IN WITNESS WHEREOF the California Earthquake Authority has caused this Bond to be
executed in its name and on its behalf by the manual or facsimile signature of its duly authorized
representatives all as of the date set forth above.
CALIFORNIA EARTHQUAKE AUTHORITY

By: ___________________________________
Chief Executive Officer
Countersigned:

By: _________________________________
Chief Financial Officer

[FORM OF CERTIFICATE OF AUTHENTICATION]
This Bond is one of the California Earthquake Authority Revenue Bonds, Series 2020B
described in the within mentioned Indenture and was authenticated on the date set forth below.

Date of Authentication: __________________________

U.S. Bank National Association,
as Trustee

By: __________________________________
Authorized Officer
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[FORM OF ASSIGNMENT]
FOR VALUE RECEIVED, the undersigned hereby sells, assigns and transfers unto
(Please Print or Type Name and Address of Assignee)
PLEASE INSERT SOCIAL SECURITY OR OTHER
TAX IDENTIFICATION NUMBER OF ASSIGNEE

the within bond and all rights thereunder, and hereby irrevocably constitutes and appoints

to transfer the within Bond on the books kept for registration thereof with full power of
substitution in the premises.
Dated:
Signature:
(Signature of Assignor)
Notice: The signature on this assignment must
correspond with the name of the Registered Owner
as it appears upon the face of the within Bond in
every particular without alteration or enlargement
or any change whatsoever.
SIGNATURE GUARANTEED:

Notice: Signature must be guaranteed by
an eligible guarantor firm.
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BETWEEN
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THIRD SUPPLEMENTAL INDENTURE OF TRUST
This THIRD SUPPLEMENTAL INDENTURE OF TRUST (the “Third
Supplemental Indenture”), is entered into and dated as of October 1, 2021 between CALIFORNIA
EARTHQUAKE AUTHORITY, a public instrumentality of the State of California (the
“Authority”), and U.S. BANK NATIONAL ASSOCIATION, a national banking association duly
organized and existing under the laws of the United States of America, as Trustee under the
Indenture defined below (the “Trustee”);
W I T N E S S E T H:
WHEREAS, the Indenture of Trust, dated as of March 1, 2020 (as supplemented
and amended through the date hereof, the “Indenture”), between the Authority and the Trustee
provides for the issuance of Bonds, including Additional Bonds;
WHEREAS, the Indenture was supplemented in connection with the issuance of
the California Earthquake Authority Revenue Bonds, Series 2020A and none of these Bonds
remain Outstanding;
WHEREAS, the Indenture was further supplemented and amended in connection
with the issuance of the California Earthquake Authority Revenue Bonds, Series 2020B;
WHEREAS, the Authority has determined to supplement the Indenture to provide
for the issuance of a Series of Additional Bonds thereunder which shall be designated “California
Earthquake Authority Revenue Bonds, Series 2021A” (the “Series 2021A Bonds”);
WHEREAS, concurrently with the issuance of the Series 2021A Bonds, the
Authority has determined to supplement the Indenture pursuant to a Fourth Supplemental
Indenture of Trust, dated as of October 1, 2021, to provide for the issuance of a Series of Additional
Bonds thereunder which shall be designated “California Earthquake Authority Revenue Bonds,
Series 2021B” (the “Series 2021B Bonds”);
NOW, THEREFORE, THIS THIRD SUPPLEMENTAL INDENTURE
WITNESSETH, in order to secure the payment of the Series 2021A Bonds at any time Outstanding
under this Indenture and to secure the performance of the covenants and conditions therein and
herein set forth with respect thereto, and to declare the terms and conditions upon and subject to
which the Series 2021A Bonds authorized hereby are to be issued, and in consideration of the
premises and of the mutual covenants herein contained and of the purchase and acceptance of the
Series 2021A Bonds authorized hereby, and for other valuable considerations, the receipt of which
is hereby acknowledged, the Authority does hereby covenant and agree with the Trustee, for the
benefit of the Holders from time to time of the Series 2021A Bonds authorized hereby, as follows:
ARTICLE XIX
AUTHORITY AND DEFINITIONS
SECTION 19.01
Supplemental Indenture.
This Third Supplemental
Indenture is entered into by the Authority and the Trustee as an amendment to the Indenture
pursuant to Section 10.01(h) of the Indenture.
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SECTION 19.02
Definitions. Unless the context otherwise requires, all terms
that are defined in the Indenture shall have the same meanings in this Third Supplemental
Indenture. The following definitions are added to the definitions in Section 1.01.
Electronic Means
“Electronic Means” means a notice provided by telecopy, facsimile transmission,
e-mail transmission or other similar electronic means of communication providing evidence of
transmission, including telephonic communication confirmed by any other method set forth in this
definition and including any other communications method acceptable to the parties giving and
receiving such notice.
Series 2021 Claims-Paying Account
“Series 2021 Claims-Paying Account” means the account for the Series 2021A
Bonds and the Series 2021B Bonds created by the Authority within the California Earthquake
Authority Fund.
Series 2021A Interest Subaccount
“Series 2021A Interest Subaccount” means the subaccount for the Series 2021A
Bonds created by the Trustee within the Interest Account pursuant to Section 4.04(a).
Series 2021A Principal Subaccount
“Series 2021A Principal Subaccount” means the subaccount for the Series 2021A
Bonds created by the Trustee within the Principal Account pursuant to Section 4.04(b).
ARTICLE XX
AUTHORIZATION AND TERMS OF BONDS
SECTION 20.01
Authorization; Designation; and Certain Terms of the Series
2021A Bonds. (a) A Series of Additional Bonds is hereby authorized to be issued, which shall be
designated “California Earthquake Authority Revenue Bonds, Series 2021A” (the “Series 2021A
Bonds”). The Series 2021A Bonds are authorized to be issued in the aggregate principal amount
of $[__________]. The Series 2021A Bonds shall be issued as fully registered Bonds in
denominations of any integral multiple of $5,000. The Series 2021A Bonds shall be initially
registered in the name of Cede & Co., as nominee of DTC, or any successor thereto and purchases
of beneficial interests in the Series 2021A Bonds may be made in book-entry form only.
Registered ownership of the Bonds, or any portion thereof, may not thereafter be transferred except
as set forth in the Indenture. The form of the Series 2021A Bonds, the Trustee’s certificate of
authentication and the form of assignment shall be as set forth in Exhibit A hereto and shall be
completed and delivered to DTC or its agent in such forms. The Series 2021A Bonds shall be
dated the date of delivery thereof. During any period in which ownership of any Series 2021A
Bond is determined by a book-entry system at a securities depository, payment of principal and
interest shall be made to Holders of record as of the close of business on the Business Day prior to
the date such payment is due and shall be paid by wire transfer of immediately available funds on
the date such payment is due. The Series 2021A Bonds shall bear interest at a rate of [___]%.
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Interest on the Series 2021A Bonds is payable on December 1, 2021, which date is also the
maturity date for the Series 2021A Bonds (the “Maturity Date”). Any such interest not so
punctually paid or duly provided for shall forthwith cease to be payable to the Holder on such date
and shall be paid to the Person in whose name the Series 2021A Bond is registered at the close of
business on a special record date (“Special Record Date”) for the payment of such defaulted
interest to be fixed by the Trustee, notice of which shall be given to the Holders, subject to Section
2.11, by first-class mail or Electronic Means not less than ten (10) days prior to such Special
Record Date.
(b)
The Series 2021A Bonds shall be numbered R-1 and such Bond shall bear
interest from the date of delivery. Interest shall be calculated on the basis of a 360-day year
comprised of twelve 30-day months.
SECTION 20.02
Not Subject to Redemption. The Series 2021A Bonds are
not subject to redemption prior to the Maturity Date.
SECTION 20.03
Use of Proceeds; Investment of Series 2021A Debt Service
Deposit. The Authority covenants and agrees that the proceeds of the sale of the Series 2021A
Bonds will be deposited in the Series 2021 Claims-Paying Account. As used in this Section,
“proceeds” is an amount equal to the principal amount of the Series 2021A Bonds. In addition,
the Authority covenants and agrees to instruct the Trustee in accordance with Section 4.08 of the
Indenture to invest the amount of the Debt Service Deposits made pursuant to Section 20.04 of the
Indenture in Government Obligations.
SECTION 20.04
on the Series 2021A Bonds.

Debt Service Deposits related to the Principal of and Interest

(a)
No later than the date of issuance of the Series 2021A Bonds, the Authority
shall transfer to the Trustee an amount equal to the principal of the Series 2021A Bonds to be due
and payable on the Maturity Date ($[__________]). The Trustee shall promptly deposit such
amount in the Series 2021A Principal Subaccount. If, for any reason and at any time until the
principal of the Series 2021A Bonds has been paid in full, the amount held in the Series 2021A
Principal Subaccount is deemed by the Trustee to be insufficient to pay all of the principal of the
Series 2021A Bonds when due and payable on the Maturity Date, the Authority may transfer, but
is not required to transfer, funds held in the California Earthquake Authority Fund to the Trustee
for deposit in the Series 2021A Principal Subaccount required to cure any such deficiency. For
the avoidance of doubt, for the Series 2021A Bonds only, the provisions of Section 4.03(e) of the
Indenture are not applicable and are wholly replaced with the foregoing.
(b)
No later than the date of issuance of the Series 2021A Bonds, the Authority
shall transfer to the Trustee an amount equal to the interest on the Series 2021A Bonds to be due
and payable on the Maturity Date ($[_________]). The Trustee shall promptly deposit such
amount in the Series 2021A Interest Subaccount. If, for any reason and at any time until the interest
on the Series 2021A Bonds has been paid in full, the amount held in the Series 2021A Interest
Subaccount is determined by the Trustee to be insufficient to pay all of the interest on the Series
2021A Bonds when due and payable on the Maturity Date, the Authority may transfer, but is not
required to transfer, funds held in the California Earthquake Authority Fund to the Trustee for
deposit in the Series 2021A Interest Subaccount required to cure any such deficiency. For the
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avoidance of doubt, for the Series 2021A Bonds only, the provisions of Section 4.03(d) of the
Indenture are not applicable and are wholly replaced with the foregoing.
ARTICLE XXI
MISCELLANEOUS
SECTION 21.01
Limitation of Rights. With the exception of rights herein
expressly conferred, nothing expressed or mentioned in or to be implied from this Third
Supplemental Indenture is intended or shall be construed to give to any person other than the
Holders of the Bonds any legal or equitable right, remedy or claim under or in respect to this Third
Supplemental Indenture or any covenants, conditions and provisions herein or therein contained;
this Third Supplemental Indenture and all of the covenants, conditions and provisions herein and
therein are intended to be for the sole and exclusive benefit of the Holders of the Bonds.
SECTION 21.02
Continuing Disclosure. The Authority shall at all times
comply with and carry out all of the provisions of the Continuing Disclosure Certificate dated as
of [________], 2021 (the “Continuing Disclosure Certificate”), executed by the Authority, as
originally executed and as it may be amended from time to time in accordance with the terms
thereof. Notwithstanding any other provision of the Indenture, failure of the Authority to comply
with the Continuing Disclosure Certificate shall not be considered an event of default under the
Indenture; however, the Trustee, any Bondholder or any Beneficial Owner (as defined in the
Continuing Disclosure Certificate) may take such actions as may be necessary and appropriate,
including seeking mandate or specific performance by court order, to cause the Authority to
comply with its obligations under this Section.
SECTION 21.03
Severability. If any provision of this Third Supplemental
Indenture is held to be in conflict with any applicable statute or rule of law or is otherwise held to
be unenforceable for any reason whatsoever, such circumstances shall not have the effect of
rendering the other provision or provisions herein contained invalid, inoperative, or unenforceable
to any extent whatsoever. The invalidity of any one or more phrases, sentences, clauses, or
Sections of this Third Supplemental Indenture shall not affect the remaining portions of this Third
Supplemental Indenture or any part thereof.
SECTION 21.04
Captions.
The captions or headings in this Third
Supplemental Indenture are for convenience only and in no way define, limit or describe the scope
or intent of any provisions or sections of this Third Supplemental Indenture.
SECTION 21.05
Governing Law. This Third Supplemental Indenture shall
be governed by and interpreted in accordance with the laws of the State of California.
SECTION 21.06
Effective Date. This Third Supplemental Indenture shall
become effective upon its execution and delivery.
SECTION 21.07
Ratification of Indenture. As amended and supplemented
hereby, the Indenture and the trusts conferred thereby are in all respects confirmed, and the
Indenture, all indentures supplemental thereto including this Third Supplemental Indenture shall
be read, taken and considered as one instrument.
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SECTION 21.08
Electronic Signatures. Each of the parties hereto agrees that
the transaction consisting of this Third Supplemental Indenture may be conducted by electronic
means. Each party agrees, and acknowledges that it is such party’s intent, that if such party signs
this Third Supplemental Indenture using an electronic signature, it is signing, adopting, and
accepting this Third Supplemental Indenture and that signing this Third Supplemental Indenture
using an electronic signature is the legal equivalent of having placed its handwritten signature on
this Third Supplemental Indenture on paper. Each party acknowledges that it is being provided
with an electronic or paper copy of this Third Supplemental Indenture in a usable format.
SECTION 21.09
Execution in Several Counterparts.
This Third
Supplemental Indenture may be executed in any number of counterparts and each of such
counterparts shall for all purposes be deemed to be an original; and all such counterparts, or as
many of them as the Authority and Trustee shall preserve undestroyed, shall together constitute
but one and the same instrument.
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IN WITNESS WHEREOF, the parties hereto have caused this Third Supplemental
Indenture to be executed.
CALIFORNIA EARTHQUAKE AUTHORITY
By
Chief Financial Officer

U.S. BANK NATIONAL ASSOCIATION,
as Trustee
By
Authorized Officer
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EXHIBIT A
FORM OF CALIFORNIA EARTHQUAKE AUTHORITY
REVENUE BOND, SERIES 2021A
UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE
DEPOSITORY TRUST COMPANY TO THE ISSUER OR ITS AGENT FOR REGISTRATION
OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY BOND ISSUED IS REGISTERED
IN THE NAME OF CEDE & CO. OR SUCH OTHER NAME AS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF THE DEPOSITORY TRUST COMPANY AND ANY
PAYMENT IS MADE TO CEDE & CO., ANY TRANSFER, PLEDGE OR OTHER USE
HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL SINCE
THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.
No. ______R-1__

____________
California Earthquake Authority
Revenue Bond, Series 2021A

Dated Date
October [__], 2021

Principal Amount
$[_________]

Interest Rate
[___]%

CUSIP
[_______]

Maturity Date
December 1, 2021

REGISTERED OWNER: Cede & Co.
CALIFORNIA EARTHQUAKE AUTHORITY, a public instrumentality of the State of
California duly organized and existing under the laws of the State of California (the “Authority”),
for value received, hereby promises to pay, but solely from certain funds of the Authority to be
deposited in trust with the Trustee (as hereinafter defined) pursuant to the Third Supplemental
Indenture (as hereinafter defined) and from Pledged Revenue and Debt Service Deposits, in lawful
money of the United States of America, to the registered owner or registered assigns, on the
maturity date set forth above (the “Maturity Date”), the principal amount specified above, together
with interest until the principal hereof shall have been paid. This Bond will bear interest from its
dated date at the rate shown above. Interest will be calculated on the basis of a 360-day year
comprising twelve 30-day months. Interest on this Bond is payable on the Maturity Date. So long
as this bond is held in book-entry form, the record date for the interest payment is the close of
business on the Business Day prior to the Maturity Date and, if not in book-entry form, is the 15th
day of the month preceding the Maturity Date. Payment of principal shall be made to Holders of
record as of the close of business on the Business Day prior to the date such payment is due and
shall be paid by wire transfer of immediately available funds on the date such payment is due.
Capitalized terms used herein and not defined herein shall have the meanings given such terms in
the Indenture of Trust, dated as of March 1, 2020, as supplemented and amended to date, including
by the Third Supplemental Indenture of Trust (the “Third Supplemental Indenture”), dated as of
October 1, 2021 (hereinafter collectively referred to as the “Indenture”), each between the
Authority and U.S. Bank National Association, as trustee (the “Trustee”).
In any case where the date fixed for the payment of interest on or principal of this Bond on
the Maturity Date is not a Business Day, then payment of such interest or principal will not be
A-1
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made on such date but will be made on the next Business Day (and no interest will accrue or be
payable on account of such delay).
This Bond is one of a duly authorized issue of Bonds of the Authority, designated as
California Earthquake Authority Revenue Bonds (the “Bonds”), of the series designated above, all
of which are being issued pursuant to the provisions of Chapter 8.6 of Part 1 of Division 2 of the
California Insurance Code (the “CEA Act”) and the Indenture. Said authorized issue of Bonds is
not limited in aggregate principal amount and consists or may consist of one or more Series as in
the Indenture provided.
THIS BOND IS AN OBLIGATION OF THE AUTHORITY TO THE EXTENT
PROVIDED IN THE INDENTURE, PAYABLE SOLELY FROM CERTAIN FUNDS OF THE
AUTHORITY TO BE DEPOSITED IN TRUST WITH THE TRUSTEE PURSUANT TO THE
THIRD SUPPLEMENTAL INDENTURE AND FROM PLEDGED REVENUE AND DEBT
SERVICE DEPOSITS.
THIS BOND IS NOT A DEBT OR LIABILITY OF THE STATE OF CALIFORNIA OR
OF ANY POLITICAL SUBDIVISION OF THE STATE OF CALIFORNIA. THIS BOND DOES
NOT DIRECTLY, INDIRECTLY, OR CONTINGENTLY OBLIGATE THE STATE OF
CALIFORNIA OR ANY POLITICAL SUBDIVISION OF THE STATE OF CALIFORNIA TO
LEVY OR TO PLEDGE ANY FORM OF TAXATION OR TO MAKE ANY APPROPRIATION
FOR PAYMENT OF THIS BOND.
Reference is hereby made to the Indenture and the CEA Act for a description of the terms
on which the Bonds are issued and to be issued, the provisions with regard to the nature and extent
of the pledge of Pledged Revenue and Debt Service Deposits and the rights of the registered owners
of the Bonds, and all the terms of the Indenture are hereby incorporated herein and constitute a
contract between the Authority and the registered owner from time to time of this Bond, and to all
the provisions thereof the registered owner of this Bond, by its acceptance hereof, consents and
agrees. Additional Bonds may be issued and other indebtedness may be incurred on a parity with
the Series of Bonds [consisting of this Bond/of which this Bond is a part], but only subject to the
conditions and limitations contained in the Indenture.
This Bond is payable both as to principal and interest, solely from certain funds of the
Authority to be deposited in trust with the Trustee pursuant to the Third Supplemental Indenture
and from Pledged Revenue and Debt Service Deposits as provided in the Indenture, and the
Authority is not obligated to pay this Bond except from certain funds of the Authority to be
deposited in trust with the Trustee pursuant to the Third Supplemental Indenture and Pledged
Revenue.
This Bond is not subject to redemption prior to the Maturity Date.
The rights and obligations of the Authority and of the holders and registered owners of the
Bonds of the Series [consisting of this Bond/of which this Bond is a part] may be modified or
amended at any time in the manner, to the extent, and upon the terms provided in the Indenture,
which provide, in certain circumstances, for modifications and amendments without the consent
of or notice to the registered owners of Bonds.

A-2
4139-4135-3008.4
134

This Bond is transferable or exchangeable as provided in the Indenture, only upon the Bond
Register at the Principal Office of the Trustee, by the registered owner hereof in person, or by his
or her duly authorized attorney, upon surrender of this Bond at the Principal Office of the Trustee,
together with a written instrument of transfer satisfactory to the Trustee duly executed by the
registered owner or his or her duly authorized attorney, and thereupon a new Bond or Bonds of the
same Series, maturity, interest rate and in the same aggregate principal amount, shall be issued to
the transferee in exchange therefor as provided in the Indenture, upon payment of any charges
therein prescribed.
The person in whose name this Bond is registered shall be deemed and regarded as the
absolute owner hereof for all purposes, including receiving payment of, or on account of, the
principal of and interest due hereon.
It is hereby certified and recited that any and all acts, conditions and things required to
exist, to happen and to be performed, precedent to and in the incurring of the indebtedness
evidenced by this Bond, and in the issuing of this Bond, exist, have happened and have been
performed in due time, form and manner, as required by the Constitution and statutes of the State
of California and the CEA Act, and that this Bond, together with all other indebtedness of the
Authority payable out of Pledged Revenue, is within every debt and other limit prescribed by the
Constitution and statutes of the State of California and the CEA Act.
This Bond shall not be entitled to any benefit under the Indenture, or become valid or
obligatory for any purpose, until the certificate of authentication hereon endorsed shall have been
manually signed by the Trustee.
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IN WITNESS WHEREOF the California Earthquake Authority has caused this Bond to be
executed in its name and on its behalf by the manual or facsimile signature of its duly authorized
representatives all as of the date set forth above.
CALIFORNIA EARTHQUAKE AUTHORITY
By: __________________________________
Chief Executive Officer
Countersigned:
By: _________________________________
Chief Financial Officer

[FORM OF CERTIFICATE OF AUTHENTICATION]
This Bond is one of the California Earthquake Authority Revenue Bonds, Series 2021A
described in the within mentioned Indenture and was authenticated on the date set forth below.

Date of Authentication: ________________
U.S. Bank National Association,
as Trustee
By: __________________________________
Authorized Officer
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[FORM OF ASSIGNMENT]
FOR VALUE RECEIVED, the undersigned hereby sells, assigns and transfers unto
(Please Print or Type Name and Address of Assignee)
PLEASE INSERT SOCIAL SECURITY OR OTHER
TAX IDENTIFICATION NUMBER OF ASSIGNEE

the within bond and all rights thereunder, and hereby irrevocably constitutes and appoints
to transfer the within Bond on the books kept for registration thereof with full power of
substitution in the premises.
Dated:
Signature:
(Signature of Assignor)
Notice: The signature on this assignment must
correspond with the name of the Registered Owner
as it appears upon the face of the within Bond in
every particular without alteration or enlargement
or any change whatsoever.
SIGNATURE GUARANTEED:

Notice: Signature must be guaranteed by
an eligible guarantor firm.
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FOURTH SUPPLEMENTAL INDENTURE OF TRUST
This FOURTH SUPPLEMENTAL INDENTURE OF TRUST (the “Fourth
Supplemental Indenture”), is entered into and dated as of October 1, 2021 between CALIFORNIA
EARTHQUAKE AUTHORITY, a public instrumentality of the State of California (the
“Authority”), and U.S. BANK NATIONAL ASSOCIATION, a national banking association duly
organized and existing under the laws of the United States of America, as Trustee under the
Indenture defined below (the “Trustee”);
W I T N E S S E T H:
WHEREAS, the Indenture of Trust, dated as of March 1, 2020 (as supplemented
and amended through the date hereof, the “Indenture”), between the Authority and the Trustee
provides for the issuance of Bonds, including Additional Bonds;
WHEREAS, the Indenture was supplemented in connection with the issuance of
the California Earthquake Authority Revenue Bonds, Series 2020A and none of these Bonds
remain Outstanding;
WHEREAS, the Indenture was further supplemented and amended in connection
with the issuance of the California Earthquake Authority Revenue Bonds, Series 2020B;
WHEREAS, the Authority has determined to supplement the Indenture to provide
for the issuance of a Series of Additional Bonds thereunder which shall be designated “California
Earthquake Authority Revenue Bonds, Series 2021B” (the “Series 2021B Bonds”);
WHEREAS, concurrently with the issuance of the Series 2021B Bonds, the
Authority has determined to supplement the Indenture pursuant to a Third Supplemental Indenture
of Trust, dated as of October 1, 2021, to provide for the issuance of a Series of Additional Bonds
thereunder which shall be designated “California Earthquake Authority Revenue Bonds, Series
2021A” (the “Series 2021A Bonds”);
NOW, THEREFORE, THIS FOURTH SUPPLEMENTAL INDENTURE
WITNESSETH, in order to secure the payment of the Series 2021B Bonds at any time Outstanding
under this Indenture and to secure the performance of the covenants and conditions therein and
herein set forth with respect thereto, and to declare the terms and conditions upon and subject to
which the Series 2021B Bonds authorized hereby are to be issued, and in consideration of the
premises and of the mutual covenants herein contained and of the purchase and acceptance of the
Series 2021B Bonds authorized hereby, and for other valuable considerations, the receipt of which
is hereby acknowledged, the Authority does hereby covenant and agree with the Trustee, for the
benefit of the Holders from time to time of the Series 2021B Bonds authorized hereby, as follows:

ARTICLE XXII
AUTHORITY AND DEFINITIONS
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SECTION 22.01
Supplemental Indenture.
This Fourth Supplemental
Indenture is entered into by the Authority and the Trustee as an amendment to the Indenture
pursuant to Section 10.01(h) of the Indenture.
SECTION 22.02
Definitions. Unless the context otherwise requires, all terms
that are defined in the Indenture shall have the same meanings in this Fourth Supplemental
Indenture. The following definitions are added to the definitions in Section 1.01.
Electronic Means
“Electronic Means” means a notice provided by telecopy, facsimile transmission,
e-mail transmission or other similar electronic means of communication providing evidence of
transmission, including telephonic communication confirmed by any other method set forth in this
definition and including any other communications method acceptable to the parties giving and
receiving such notice.
Series 2021 Claims-Paying Account
“Series 2021 Claims-Paying Account” means the account for the Series 2021B
Bonds and the Series 2021A Bonds created by the Authority within the California Earthquake
Authority Fund.
Series 2021B Interest Subaccount
“Series 2021B Interest Subaccount” means the subaccount for the Series 2021B
Bonds created by the Trustee within the Interest Account pursuant to Section 4.04(a).
Series 2021B Principal Subaccount
“Series 2021B Principal Subaccount” means the subaccount for the Series 2021B
Bonds created by the Trustee within the Principal Account pursuant to Section 4.04(b).
ARTICLE XXIII
AUTHORIZATION AND TERMS OF BONDS
SECTION 23.01
Authorization; Designation; and Certain Terms of the Series
2021B Bonds. (a) A Series of Additional Bonds is hereby authorized to be issued, which shall be
designated “California Earthquake Authority Revenue Bonds, Series 2021B” (the “Series 2021B
Bonds”). The Series 2021B Bonds are authorized to be issued in the aggregate principal amount
of $[__________]. The Series 2021B Bonds shall be issued as fully registered Bonds in
denominations of any integral multiple of $5,000. The Series 2021B Bonds shall be initially
registered in the name of Cede & Co., as nominee of DTC, or any successor thereto and purchases
of beneficial interests in the Series 2021B Bonds may be made in book-entry form only.
Registered ownership of the Bonds, or any portion thereof, may not thereafter be transferred except
as set forth in the Indenture. The form of the Series 2021B Bonds, the Trustee’s certificate of
authentication and the form of assignment shall be as set forth in Exhibit A hereto and shall be
completed and delivered to DTC or its agent in such forms. The Series 2021B Bonds shall be
dated the date of delivery thereof. During any period in which ownership of any Series 2021B
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Bond is determined by a book-entry system at a securities depository, payment of principal and
interest shall be made to Holders of record as of the close of business on the Business Day prior to
the respective dates each of such payments is due and shall be paid by wire transfer of immediately
available funds on the date such payment is due. Interest on the Series 2021B Bonds is payable
semiannually on January 1 and July 1, commencing with January 1, 2022. Any such interest not
so punctually paid or duly provided for shall forthwith cease to be payable to the Holder on such
date and shall be paid to the Person in whose name the Series 2021B Bond is registered at the close
of business on a special record date (“Special Record Date”) for the payment of such defaulted
interest to be fixed by the Trustee, notice of which shall be given to the Holders, subject to Section
2.11, by first-class mail or Electronic Means not less than ten (10) days prior to such Special
Record Date.
(b)
The Series 2021B Bonds shall mature on the following dates in the
following amounts (subject to prior redemption as set forth in Section 23.02) and shall bear interest
at the following rates per annum:
Maturity Date
(July 1)
2023

Principal Amount

Interest Rate

$ [25,000,000]

2024

[75,000,000]

2025

[100,000,000]

2026

[100,000,000]

2027

[100,000,000]

CUSIP No.

%

(c)
The Series 2021B Bonds shall be numbered in consecutive numerical order
from R-1 upwards, and each such Bond shall bear interest from the date of delivery. Interest shall
be calculated on the basis of a 360-day year comprised of twelve 30-day months.
SECTION 23.02

Redemption.

(a)
Optional Redemption. The Series 2021B Bonds are subject to redemption
prior to their respective stated maturity dates, at the option of the Authority, in whole or in part,
on any date in such order of maturity as may be designated by the Authority and on a pro rata passthrough distribution of principal basis within any maturity from any source of available funds and
upon mailed notice as provided herein, at a redemption price equal to the greater of:
(i)
the issue price of 100% of the principal amount of the Series 2021B
Bonds to be redeemed; or
(ii)
the sum of the present value of the remaining scheduled payments
of principal and interest to the maturity date of the Series 2021B Bonds to be redeemed,
not including any portion of those payments of interest accrued and unpaid as of the date
on which the Series 2021B Bonds are to be redeemed, discounted to the date on which the
Series 2021B Bonds are to be redeemed on a semi-annual basis, assuming a 360-day year
consisting of twelve 30-day months, at the Treasury Rate, plus [__] basis points;
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plus, in each case, accrued interest on the Series 2021B Bonds to be redeemed to the
redemption date.
“Treasury Rate” means, with respect to any redemption date for a particular Series 2021B
Bond, the yield to maturity as of such redemption date of United States Treasury securities with a
constant maturity (as compiled and published in the most recent Federal Reserve Statistical
Release H.15 (519) that has become publicly available on a date selected by the Authority that is
at least two Business Days, but not more than 45 calendar days, prior to the redemption date
(excluding inflation indexed securities) (or, if such Statistical Release is no longer published, any
publicly available source of similar market data)) most nearly equal to the period from the
redemption date to the maturity date of the Series 2021B Bond to be redeemed; provided, however,
that if the period from the redemption date to such maturity date is less than one year, the weekly
average yield on actually traded United States Treasury securities adjusted to a constant maturity
of one year will be used.
At the election of the Authority, the redemption price of the Series 2021B Bonds to be
redeemed at the option of the Authority as described under “Optional Redemption” shall be
determined by an independent accounting firm, investment banking firm or financial advisor
retained by the Authority at the Authority’s expense to calculate such redemption price. The
Trustee and the Authority may conclusively rely on the determination of such redemption price by
such independent accounting firm, investment banking firm or financial advisor and shall not be
liable for such reliance.
(b)
Instructions for Redemption and Purchase; Payment of Redemption Price
or Purchase Price. Redemptions and purchases of Series 2021B Bonds required or permitted
hereby shall be effected by the Trustee in accordance with written instructions from an Authorized
Representative of the Authority in form and substance reasonably satisfactory to the Trustee
delivered, in the case of redemption no less than twenty-five days prior to the date fixed for
redemption and in the case of purchase no less than five Business Days prior to the date of
purchase. The funds for each such redemption or purchase shall be disbursed from the Series
2021B Principal Subaccount, except that accrued interest shall be disbursed from the Series 2021B
Interest Subaccount.
(c)
Notice of Redemption. Subject to Section 2.11, notice of redemption shall
be mailed by first-class mail or sent by “Electronic Means” by the Trustee, not less than 20 days
and not more than 60 days prior to the redemption date, to the respective Holders of any Series
2021B Bonds designated for redemption at their addresses appearing on the bond registration
books of the Trustee. Each notice of redemption shall state the date of such notice, the date of
delivery of the Series 2021B Bonds, the date fixed for redemption, the redemption price, the place
or places of redemption (including the name and appropriate address or addresses of the Trustee)
the maturity, CUSIP numbers, if any, and the respective portions of the principal amount thereof
to be redeemed. Each such notice shall also state that on said date there will become due and
payable on each of said Series 2021B Bonds the specified portion of the principal amount thereof
to be redeemed, together with interest accrued thereon to the redemption date, and that from and
after such redemption date interest thereon shall cease to accrue on such principal portion. Notices
of redemption given as described above are effective whether the notice is actually received, and
whether any DTC procedures for giving notice are complied with. After the date fixed for
redemption, no further interest will accrue on the portion of the principal of any Series 2021B
Bonds called for redemption.
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(d)
Pro-Rata Pass-Through Distributions of Principal and Interest. If less than
all of the Series 2021B Bonds of a maturity are to be redeemed prior to maturity, then:
(i)
If the Series 2021B Bonds are registered in book-entry only form
and so long as DTC is the sole registered owner of the Series 2021B Bonds, the particular Series
2021B Bonds shall be redeemed on a “Pro-Rata Pass-Through Distribution of Principal” basis in
accordance with DTC’s procedures, provided further, that such redemption is made in accordance
with the operational arrangements of DTC then in effect. The Trustee will send notice to DTC in
accordance with such rules and procedures to effect a pro rata reduction of principal of all
applicable Series 2021B Bonds to accomplish the optional redemptions described above through
a pass-through distribution of principal. In connection with each such redemption, the Trustee will
include in the written notice of redemption described above the dollar amount per $1,000 principal
amount payable on account of principal and accrued interest to effect a pro rata reduction through
a pass-through distribution of principal on the related redemption date. DTC will be responsible
for distributing the principal and accrued interest among its direct participants, as applicable, pro
rata in accordance with its rules and procedures for a pro rata pass-through distribution of principal
based upon the beneficial interest in the Series 2021B Bonds being redeemed that DTC records
list as owned by each DTC direct participant as of the record date for such payment. Any failure
of the Trustee to make such selection or of DTC or its participants or any other intermediary, to
make such selection or proportional allocation, for whatever reason, will not affect the sufficiency
or the validity of the redemption of the Series 2021B Bonds.
(ii)
If DTC’s operational arrangements do not allow for allocation of
such redemption payments on a pro rata pass-through distribution of principal basis, the portion of
the Series 2021B Bonds to be redeemed on such dates will be selected in accordance with DTC’s
then existing rules and procedures and may be by lot.
(iii)
If the Series 2021B Bonds are not then in book-entry form at the
time of such redemption, on each redemption date, the Trustee shall select the Series 2021B Bonds
for redemption pro rata within a maturity. The Trustee will select such portions of Series 2021B
Bonds to be redeemed in such manner as the Trustee may deem to be fair and appropriate.
SECTION 23.03

Debt Service Deposits With Respect to Series 2021B Bonds.

(a)
Pursuant to Section 4.03(e), the initial Debt Service Deposit allocable to
principal of the Series 2021B Bonds, if any, shall be scheduled for July 2022, and the portion of a
Debt Service Deposit allocable to the principal of the Series 2021B Bonds in each calendar month
shall be equal to one-twelfth of the amount of principal becoming due and payable on Outstanding
Series 2021B Bonds on the next ensuing July 1.
(b)
Pursuant to Section 4.03(d), the initial Debt Service Deposit allocable to
interest on the Series 2021B Bonds, if any, shall be scheduled for November 2021 (for the
avoidance of doubt, notwithstanding any other provision of the Indenture, no Debt Service Deposit
allocable to interest on the Series 2021B Bonds is scheduled for October 2021).
SECTION 23.04
Use of Proceeds. The Authority covenants and agrees that
the proceeds of the sale of the Series 2021B Bonds will be deposited in the Series 2021 ClaimsPaying Account. As used in this Section, “proceeds” is an amount equal to the principal amount
of the Series 2021B Bonds.
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SECTION 23.05
Limitations on Issuance of Additional Bonds. While the
Series 2021B Bonds are Outstanding, the following shall apply to each Series of Additional Bonds:
Debt Service Deposits with respect to such Series of Bonds shall be made in the same manner and
at the same times as Debt Service Deposits are made with respect to the Series 2021B Bonds.
Notwithstanding the foregoing, the provisions of this Section do not apply to any Additional Bonds
issued pursuant to Section 5.01(b)(i)(3).
ARTICLE XXIV
MISCELLANEOUS
SECTION 24.01
Limitation of Rights. With the exception of rights herein
expressly conferred, nothing expressed or mentioned in or to be implied from this Fourth
Supplemental Indenture is intended or shall be construed to give to any person other than the
Holders of the Bonds any legal or equitable right, remedy or claim under or in respect to this Fourth
Supplemental Indenture or any covenants, conditions and provisions herein or therein contained;
this Fourth Supplemental Indenture and all of the covenants, conditions and provisions herein and
therein are intended to be for the sole and exclusive benefit of the Holders of the Bonds.
SECTION 24.02
Continuing Disclosure. The Authority shall at all times
comply with and carry out all of the provisions of the Continuing Disclosure Certificate dated as
of [___________], 2021 (the “Continuing Disclosure Certificate”), executed by the Authority, as
originally executed and as it may be amended from time to time in accordance with the terms
thereof. Notwithstanding any other provision of the Indenture, failure of the Authority to comply
with the Continuing Disclosure Certificate shall not be considered an event of default under the
Indenture; however, the Trustee, any Bondholder or any Beneficial Owner (as defined in the
Continuing Disclosure Certificate) may take such actions as may be necessary and appropriate,
including seeking mandate or specific performance by court order, to cause the Authority to
comply with its obligations under this Section.
SECTION 24.03
Severability. If any provision of this Fourth Supplemental
Indenture is held to be in conflict with any applicable statute or rule of law or is otherwise held to
be unenforceable for any reason whatsoever, such circumstances shall not have the effect of
rendering the other provision or provisions herein contained invalid, inoperative, or unenforceable
to any extent whatsoever. The invalidity of any one or more phrases, sentences, clauses, or
Sections of this Fourth Supplemental Indenture shall not affect the remaining portions of this
Fourth Supplemental Indenture or any part thereof.
SECTION 24.04
Captions. The captions or headings in this Fourth
Supplemental Indenture are for convenience only and in no way define, limit or describe the scope
or intent of any provisions or sections of this Fourth Supplemental Indenture.
SECTION 24.05
Governing Law. This Fourth Supplemental Indenture shall
be governed by and interpreted in accordance with the laws of the State of California.
SECTION 24.06
Effective Date. This Fourth Supplemental Indenture shall
become effective upon its execution and delivery.
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SECTION 24.07
Ratification of Indenture. As amended and supplemented
hereby, the Indenture and the trusts conferred thereby are in all respects confirmed, and the
Indenture, all indentures supplemental thereto including this Fourth Supplemental Indenture shall
be read, taken and considered as one instrument.
SECTION 24.08
Electronic Signatures. Each of the parties hereto agrees that
the transaction consisting of this Fourth Supplemental Indenture may be conducted by electronic
means. Each party agrees, and acknowledges that it is such party’s intent, that if such party signs
this Fourth Supplemental Indenture using an electronic signature, it is signing, adopting, and
accepting this Fourth Supplemental Indenture and that signing this Fourth Supplemental Indenture
using an electronic signature is the legal equivalent of having placed its handwritten signature on
this Fourth Supplemental Indenture on paper. Each party acknowledges that it is being provided
with an electronic or paper copy of this Fourth Supplemental Indenture in a usable format.
SECTION 24.09
Execution in Several Counterparts.
This Fourth
Supplemental Indenture may be executed in any number of counterparts and each of such
counterparts shall for all purposes be deemed to be an original; and all such counterparts, or as
many of them as the Authority and Trustee shall preserve undestroyed, shall together constitute
but one and the same instrument.
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IN WITNESS WHEREOF, the parties hereto have caused this Fourth Supplemental
Indenture to be executed.
CALIFORNIA EARTHQUAKE AUTHORITY
By
Chief Financial Officer

U.S. BANK NATIONAL ASSOCIATION,
as Trustee
By
Authorized Officer
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EXHIBIT A
FORM OF CALIFORNIA EARTHQUAKE AUTHORITY
REVENUE BOND, SERIES 2021B
UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE
DEPOSITORY TRUST COMPANY TO THE ISSUER OR ITS AGENT FOR REGISTRATION
OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY BOND ISSUED IS REGISTERED
IN THE NAME OF CEDE & CO. OR SUCH OTHER NAME AS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF THE DEPOSITORY TRUST COMPANY AND ANY
PAYMENT IS MADE TO CEDE & CO., ANY TRANSFER, PLEDGE OR OTHER USE
HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL SINCE
THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.
No. ________

____________
California Earthquake Authority
Revenue Bond, Series 2021B

Dated Date

Principal Amount

Interest Rate

[__________], 2021

$

%

CUSIP

Maturity Date

REGISTERED OWNER: Cede & Co.
CALIFORNIA EARTHQUAKE AUTHORITY, a public instrumentality of the State of
California duly organized and existing under the laws of the State of California (the “Authority”),
for value received, hereby promises to pay, but solely from Pledged Revenue and Debt Service
Deposits, in lawful money of the United States of America, to the registered owner or registered
assigns, on the maturity date set forth above (unless redeemed prior thereto as hereinafter
provided), the principal amount specified above, together with interest until the principal hereof
shall have been paid. This Bond will bear interest from its dated date at the rate shown above.
Interest will be calculated on the basis of a 360-day year comprising twelve 30-day months.
Interest on this Bond is payable semiannually on January 1 and July 1, commencing with January
1, 2022. So long as this bond is held in book-entry form, the record date for interest payments is
the close of business on the Business Day prior to the applicable interest payment date and, if not
in book-entry form, is the 15th day of the month preceding the related payment date. Payments of
principal shall be made to Holders of record as of the close of business on the Business Day prior
to the dates such payments are due and shall be paid by wire transfer of immediately available
funds on the date such payments are due. Capitalized terms used herein and not defined herein
shall have the meanings given such terms in the Indenture of Trust, dated as of March 1, 2020, as
supplemented and amended to date, including by the Fourth Supplemental Indenture of Trust,
dated as of October 1, 2021 (hereinafter collectively referred to as the “Indenture”), each between
the Authority and U.S. Bank National Association, as trustee (the “Trustee”).
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In any case where the date fixed for the payment of interest on or principal of this Bond on
any interest payment date or maturity date or redemption date is not a Business Day, then payment
of such interest, premium, if any, or principal will not be made on such date but will be made on
the next Business Day (and no interest will accrue or be payable on account of such delay).
This Bond is one of a duly authorized issue of Bonds of the Authority, designated as
California Earthquake Authority Revenue Bonds (the “Bonds”), of the series designated above, all
of which are being issued pursuant to the provisions of Chapter 8.6 of Part 1 of Division 2 of the
California Insurance Code (the “CEA Act”) and the Indenture. Said authorized issue of Bonds is
not limited in aggregate principal amount and consists or may consist of one or more Series as in
the Indenture provided.
THIS BOND IS AN OBLIGATION OF THE AUTHORITY TO THE EXTENT
PROVIDED IN THE INDENTURE, PAYABLE SOLELY FROM PLEDGED REVENUE AND
DEBT SERVICE DEPOSITS.
THIS BOND IS NOT A DEBT OR LIABILITY OF THE STATE OF CALIFORNIA OR
OF ANY POLITICAL SUBDIVISION OF THE STATE OF CALIFORNIA. THIS BOND DOES
NOT DIRECTLY, INDIRECTLY, OR CONTINGENTLY OBLIGATE THE STATE OF
CALIFORNIA OR ANY POLITICAL SUBDIVISION OF THE STATE OF CALIFORNIA TO
LEVY OR TO PLEDGE ANY FORM OF TAXATION OR TO MAKE ANY APPROPRIATION
FOR PAYMENT OF THIS BOND.
Reference is hereby made to the Indenture and the CEA Act for a description of the terms
on which the Bonds are issued and to be issued, the provisions with regard to the nature and extent
of the pledge of Pledged Revenue and Debt Service Deposits and the rights of the registered owners
of the Bonds, and all the terms of the Indenture are hereby incorporated herein and constitute a
contract between the Authority and the registered owner from time to time of this Bond, and to all
the provisions thereof the registered owner of this Bond, by its acceptance hereof, consents and
agrees. Additional Bonds may be issued and other indebtedness may be incurred on a parity with
the Series of Bonds of which this Bond is a part, but only subject to the conditions and limitations
contained in the Indenture.
This Bond is payable both as to principal and interest, solely from Pledged Revenue and
Debt Service Deposits as provided in the Indenture, and the Authority is not obligated to pay this
Bond except from Pledged Revenue.
The Bonds of the Series of which this Bond is a part are subject to redemption prior to their
respective stated maturity dates, at the option of the Authority, in whole or in part, on any date in
such order of maturity as may be designated by the Authority and on a pro rata pass-through
distribution of principal basis within any maturity from any source of available funds and upon
mailed notice as provided in the Indenture, at a redemption price equal to the greater of:
(i)

the issue price of 100% of the principal amount of such Bonds to be

redeemed; or
(ii)
the sum of the present value of the remaining scheduled payments
of principal and interest to the maturity date of such Bonds to be redeemed, not including
any portion of those payments of interest accrued and unpaid as of the date on which such
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Bonds are to be redeemed, discounted to the date on which such Bonds are to be redeemed
on a semi-annual basis, assuming a 360-day year consisting of twelve 30-day months, at
the Treasury Rate, plus [__] basis points;
plus, in each case, accrued interest on such Bonds to be redeemed to the redemption date.
“Treasury Rate” means, with respect to any redemption date for a particular Bond, the yield
to maturity as of such redemption date of United States Treasury securities with a constant maturity
(as compiled and published in the most recent Federal Reserve Statistical Release H.15 (519) that
has become publicly available on a date selected by the Authority that is at least two Business
Days, but not more than 45 calendar days, prior to the redemption date (excluding inflation indexed
securities) (or, if such Statistical Release is no longer published, any publicly available source of
similar market data)) most nearly equal to the period from the redemption date to the maturity date
of the Bond to be redeemed; provided, however, that if the period from the redemption date to
such maturity date is less than one year, the weekly average yield on actually traded United States
Treasury securities adjusted to a constant maturity of one year will be used.
The rights and obligations of the Authority and of the holders and registered owners of the
Bonds of the Series of which this Bond is a part may be modified or amended at any time in the
manner, to the extent, and upon the terms provided in the Indenture, which provide, in certain
circumstances, for modifications and amendments without the consent of or notice to the registered
owners of Bonds.
This Bond is transferable or exchangeable as provided in the Indenture, only upon the Bond
Register at the Principal Office of the Trustee, by the registered owner hereof in person, or by his
or her duly authorized attorney, upon surrender of this Bond at the Principal Office of the Trustee,
together with a written instrument of transfer satisfactory to the Trustee duly executed by the
registered owner or his or her duly authorized attorney, and thereupon a new Bond or Bonds of the
same Series, maturity, interest rate and in the same aggregate principal amount, shall be issued to
the transferee in exchange therefor as provided in the Indenture, upon payment of any charges
therein prescribed.
The person in whose name this Bond is registered shall be deemed and regarded as the
absolute owner hereof for all purposes, including receiving payment of, or on account of, the
principal of and interest due hereon.
It is hereby certified and recited that any and all acts, conditions and things required to
exist, to happen and to be performed, precedent to and in the incurring of the indebtedness
evidenced by this Bond, and in the issuing of this Bond, exist, have happened and have been
performed in due time, form and manner, as required by the Constitution and statutes of the State
of California and the CEA Act, and that this Bond, together with all other indebtedness of the
Authority payable out of Pledged Revenue, is within every debt and other limit prescribed by the
Constitution and statutes of the State of California and the CEA Act.
This Bond shall not be entitled to any benefit under the Indenture, or become valid or
obligatory for any purpose, until the certificate of authentication hereon endorsed shall have been
manually signed by the Trustee.
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IN WITNESS WHEREOF the California Earthquake Authority has caused this Bond to be
executed in its name and on its behalf by the manual or facsimile signature of its duly authorized
representatives all as of the date set forth above.
CALIFORNIA EARTHQUAKE AUTHORITY
By: ___________________________________
Chief Executive Officer
Countersigned:
By: _________________________________
Chief Financial Officer

[FORM OF CERTIFICATE OF AUTHENTICATION]
This Bond is one of the California Earthquake Authority Revenue Bonds, Series 2021B
described in the within mentioned Indenture and was authenticated on the date set forth below.

Date of Authentication: __________________________
U.S. Bank National Association,
as Trustee
By: __________________________________
Authorized Officer
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[FORM OF ASSIGNMENT]
FOR VALUE RECEIVED, the undersigned hereby sells, assigns and transfers unto
(Please Print or Type Name and Address of Assignee)
PLEASE INSERT SOCIAL SECURITY OR OTHER
TAX IDENTIFICATION NUMBER OF ASSIGNEE

the within bond and all rights thereunder, and hereby irrevocably constitutes and appoints
to transfer the within Bond on the books kept for registration thereof with full power of
substitution in the premises.
Dated:
Signature:
(Signature of Assignor)
Notice: The signature on this assignment must
correspond with the name of the Registered Owner
as it appears upon the face of the within Bond in
every particular without alteration or enlargement
or any change whatsoever.
SIGNATURE GUARANTEED:

Notice: Signature must be guaranteed by
an eligible guarantor firm.
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HDW Draft 9/9/21
PRELIMINARY OFFICIAL STATEMENT DATED SEPTEMBER 20, 2021
This Preliminary Official Statement and the information contained herein are subject to completion or amendment without notice. Under no circumstances shall this Preliminary Official Statement constitute an
offer to sell or the solicitation of an offer to buy, nor shall there be any sale of these securities, in any jurisdiction in which such offer, solicitation, or sale would be unlawful prior to registration or qualification
under the securities laws of such jurisdiction.

NEW ISSUES – BOOK-ENTRY ONLY – FEDERALLY TAXABLE

Series 2021A Bonds: Fitch: “__”
Series 2021B Bonds: Fitch: “__”
Kroll: “__”
See “RATINGS”

In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the California Earthquake Authority, interest on the Series 2021 Bonds is
exempt from State of California personal income taxes. Bond Counsel observes that interest on the Series 2021 Bonds is not excluded from gross income for
federal income tax purposes under Section 103 of the Internal Revenue Code of 1986. Bond Counsel expresses no opinion regarding any other federal or state
tax consequences related to the ownership or disposition of, or the amount, accrual or receipt of interest on, the Series 2021 Bonds. See “TAX MATTERS.”

CALIFORNIA EARTHQUAKE AUTHORITY
$[Principal Amount A]
REVENUE BONDS, SERIES 2021A
(FEDERALLY TAXABLE)

Dated: Date of Delivery

$[Principal Amount B]*
REVENUE BONDS, SERIES 2021B
(FEDERALLY TAXABLE)
Due: July 1, as shown on inside cover page

The California Earthquake Authority Revenue Bonds, Series 2021A (the “Series 2021A Bonds”) and the California Earthquake Authority Revenue
Bonds, Series 2021B (the “Series 2021B Bonds” and together with the Series 2021A Bonds, the “Series 2021 Bonds”) are being issued under an Indenture of
Trust dated as of March 1, 2020 (as heretofore amended and supplemented, the “Indenture of Trust”), as supplemented by a Third Supplemental Indenture of
Trust relating to the Series 2021A Bonds, dated as of October 1, 2021 (the “Third Supplemental Indenture”), and as supplemented by a Fourth Supplemental
Indenture of Trust relating to the Series 2021B Bonds, dated October 1, 2021 (the “Fourth Supplemental Indenture” and, together with the Third Supplemental
Indenture and the Indenture of Trust, the “Indenture”), each between the California Earthquake Authority (the “CEA”) and U.S. Bank National Association,
as trustee (the “Trustee”). The proceeds of the Series 2021 Bonds will be held by the CEA in the Claims-Paying Account for the Series 2021 Bonds to enhance
the CEA’s claim-paying capacity. See “SOURCES OF FUNDS TO PAY CLAIMS.”
The Series 2021A Bonds will bear interest from their date of delivery at the rate per annum shown on the inside cover page of this Official Statement,
payable on December 1, 2021, the maturity date of the Series 2021A Bonds. The Series 2021B Bonds will bear interest from their date of delivery at the rates
per annum shown on the inside cover page hereof, payable semiannually on January 1 and July 1, commencing on January 1, 2022. See “THE SERIES 2021B
BONDS – Interest.” The Series 2021A Bonds are not subject to redemption prior to maturity. The Series 2021B Bonds are subject to redemption prior to
maturity as described herein. See “THE SERIES 2021 BONDS – Redemption.”
Beneficial interests in the Series 2021 Bonds may be purchased in book-entry form only in denominations of $5,000 or any integral multiple thereof. See
APPENDIX D – “BOOK-ENTRY SYSTEM AND GLOBAL CLEARANCE PROCEDURES.” For information on minimum unit sales for purchasers outside
the United States, see “INFORMATION CONCERNING OFFERING RESTRICTIONS IN CERTAIN JURISDICTIONS OUTSIDE THE UNITED
STATES.”
The CEA is a public instrumentality of the State of California that has offered basic residential earthquake insurance policies in California since December
1996. According to the most recent figures provided by the California Department of Insurance, approximately 67% of the residential earthquake policies in
force in California as of December 31, 2020 were issued by the CEA. As of July 31, 2021, the CEA had 1.137 million policies in force in California, generating
approximately $542 million in direct-written premiums for the first seven months of 2021.
The Series 2021 Bonds and any parity bonds heretofore and hereafter issued pursuant to the Indenture (“Additional Bonds” and collectively with the
Series 2021 Bonds and the bonds currently outstanding under the Indenture, the “Bonds”) are payable from and secured by Pledged Policyholder Premiums
and interest earnings on amounts held by the Trustee under the Indenture for payment of debt service on the Bonds (collectively “Pledged Revenue”) and Debt
Service Deposits, as set forth under “SECURITY FOR THE BONDS – Pledged Revenue and Debt Service Deposits.” Concurrently with the issuance of
the Series 2021A Bonds the CEA will make a Debt Service Deposit into the Interest Subaccount and the Principal Subaccount for the Series 2021A
Bonds in the full amount of the interest on and principal of the Series 2021A Bonds, respectively, due and payable on the maturity date of December 1,
2021. Under the Indenture, this Debt Service Deposit for the Series 2021A Bonds may only be used for the purpose of paying interest on and principal
of the Series 2021A Bonds. The pledge of Available Capital for the repayment of the principal of the Series 2021A Bonds will allow the CEA to maintain its
Available Capital balance at an amount (calculated in accordance with California Insurance Code section 10089.33(a)) not in excess of $6 billion for 2021 and
prevent a reduction of the amount the CEA can recover under the 2nd IAL (as defined herein). Amounts deposited into the Interest Subaccount and the Principal
Subaccount for the Series 2021A Bonds will be invested in Government Obligations (as defined in the Indenture). The CEA intends for the Debt Service
Deposit for the Series 2021A Bonds to be invested by the Trustee in United States Treasury Money Market Funds for the payment of principal of and interest
on the Series 2021A Bonds at maturity. Amounts deposited into the Interest Subaccount and the Principal Subaccount for the Series 2021B Bonds will be
invested in Permitted Investments (as defined in the Indenture). The CEA has covenanted that each year it will review its premium rate structure for its policies
of basic residential earthquake insurance and confirm that it has established, or it will endeavor to establish, rates sufficient to make certain that it can and will
collect Pledged Revenue adequate to meet all of its obligations, including debt service on the Series 2021B Bonds when due, as set forth under “SECURITY
FOR THE BONDS – Rate Covenant.”
The distribution of this Official Statement and the offering, sale and delivery of the Series 2021 Bonds in certain jurisdictions outside the United States
is restricted by law. Persons in such jurisdictions into whose possession this Official Statement comes are expected by the CEA to inform themselves about
and to observe any such restrictions. For a description of certain restrictions on offers, sales and deliveries of the Series 2021 Bonds and on distribution of this
Official Statement and other offering material relating to the Series 2021 Bonds in such jurisdictions, see “INFORMATION CONCERNING OFFERING
RESTRICTIONS IN CERTAIN JURISDICTIONS OUTSIDE THE UNITED STATES.”
THE SERIES 2021 BONDS ARE OBLIGATIONS OF THE CEA TO THE EXTENT PROVIDED IN THE INDENTURE, PAYABLE SOLELY FROM
PLEDGED REVENUE AND DEBT SERVICE DEPOSITS. THE BONDS ARE NOT A DEBT OR LIABILITY OF THE STATE OR OF ANY POLITICAL
SUBDIVISION OF THE STATE. THE BONDS DO NOT DIRECTLY, INDIRECTLY, OR CONTINGENTLY OBLIGATE THE STATE OR ANY
POLITICAL SUBDIVISION OF THE STATE TO LEVY OR TO PLEDGE ANY FORM OF TAXATION OR TO MAKE ANY APPROPRIATION FOR
PAYMENT OF THE SERIES 2021 BONDS.
This cover page contains certain information for quick reference only. It is not a summary. Investors must read the entire Of ficial Statement, including
the material under “Risk Factors,” to obtain information essential to making an informed investment decision.
Certain legal matters incident to the authorization, sale and issuance of the Series 2021 Bonds are subject to the approval of Orrick, Herrington &
Sutcliffe LLP, Bond Counsel to the CEA. Certain legal matters will be passed upon for the CEA by Hawkins Delafield & Wood LLP, Disclosure Counsel to
the CEA, and Tom Welsh, General Counsel to the CEA. Certain legal matters will be passed upon for the Underwriters by their counsel, Norton Rose Fulbright
US LLP. In connection with the issuance of the Series 2021 Bonds, Raymond James & Associates, Inc. is serving as Municipal Advisor to the CEA. It is
expected that the Series 2021 Bonds will be available for delivery through the Depository Trust Company book-entry system on or about October __, 2021.
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CALIFORNIA EARTHQUAKE AUTHORITY

MATURITY SCHEDULE
REVENUE BONDS, SERIES 2021A
(FEDERALLY TAXABLE)
Maturity Date
December 1, 2021

Principal Amount
$

Interest Rate
%

Price
%

CUSIP†
13017H___

REVENUE BONDS, SERIES 2021B
(FEDERALLY TAXABLE)
Maturity Dates
July 1, 2023
July 1, 2024
July 1, 2025
July 1, 2026
July 1, 2027

Principal Amount
$

Interest Rate
%

Price
%

CUSIP†
13017H___
13017H___
13017H___
13017H___
13017H___



Preliminary, subject to change.
CUSIP® is a registered trademark of the American Bankers Association. CUSIP® data herein is provided by CUSIP Global
Services, managed by Standard & Poor’s Financial Services LLC on behalf of the American Bankers Association. This data is not
intended to create a database and does not serve in any way as a substitute for CUSIP Global Services. CUSIP® numbers are
provided for convenience of reference only. The CUSIP® number for a specific maturity is subject to change after the issuance of
the Series 2021 Bonds. Neither the CEA nor the Underwriters take responsibility for the accuracy of the CUSIP® numbers.
†
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Descriptions and summaries of the Indenture, the Series 2021 Bonds, the CEA’s insurance policies and
reinsurance contracts, and other documents, regulations and laws referred to in this Official Statement do not
purport to be complete, and reference is made to each of them for a complete statement of their provisions. So
far as any statements made in this Official Statement involve matters of opinion, assumptions, projections,
anticipated events or estimates, whether or not expressly stated, they are set forth as such and not as
representations of fact, and actual results may differ substantially from those set forth herein. Neither this Official
Statement nor any statement which may have been made verbally or in writing is to be construed as a contract
with the owners of the Series 2021 Bonds.
No person has been authorized to give information or to make any representations other than those
contained in this Official Statement, and, if given or made, such other information or representations must not
be relied upon as having been authorized by the CEA. This Official Statement does not constitute an offer to sell
or a solicitation of an offer to buy, nor shall there be any sale of the Series 2021 Bonds offered hereby by any
person in any jurisdiction in which it is unlawful for such person to make such offer, solicitation or sale. This
Official Statement speaks only as of its date, and any information, estimates and/or expressions of opinion herein
are subject to change without notice. Neither the delivery of this Official Statement nor any sale made hereunder
shall, under any circumstances, create any implication that there has been no material change in the affairs of
the CEA since the date hereof.
The information set forth herein has been furnished by the CEA or derived from other official sources
that are believed to be reliable, but such other information is not guaranteed as to accuracy or completeness. The
presentation of information is intended to show recent historic information and is not intended to indicate future
or continuing trends in the financial position or other affairs of the CEA. No representation is made that past
experience, as it might be shown by such financial and other information, will necessarily continue or be repeated
in the future.
This Official Statement includes forward looking statements that are based on current expectations and
projections about future events. These forward looking statements are subject to risks and uncertainties,
including risks and uncertainties outside the control of the CEA. Such statements generally are identifiable by
the terminology used, such as “plan,” “expect,” “estimate,” “budget” or other similar words. Such forwardlooking statements include but are not limited to certain statements under the captions “SECURITY FOR THE
BONDS” and “POLICY CLAIMS” in this Official Statement. The achievement of certain results or other
expectations contained in such forward-looking statements involve known and unknown risks, uncertainties and
other factors that may cause actual results, performance or achievements described to be materially different
from any future results, performance or achievements expressed or implied by such forward-looking statements.
The CEA does not plan to issue any updates or revisions to these forward-looking statements if or when
expectations or events, conditions or circumstances on which such statements are based occur.
Additional information, including financial information, concerning the CEA is available from the CEA,
the California Insurance Commissioner (the “Insurance Commissioner”), the State Treasurer and publications
and websites of the CEA, the Insurance Commissioner, the State Treasurer and various State agencies and
officials. No such information is a part of or incorporated into this Official Statement.
The Underwriters have provided the following sentence for inclusion in this Official Statement: The
Underwriters have reviewed the information in this Official Statement in accordance with, and as a part of, their
responsibilities to investors under the federal securities laws as applied to the facts and circumstances of this
transaction, but the Underwriters do not guarantee the accuracy or completeness of such information.
In connection with this offering the Underwriters may over-allot or effect transactions which stabilize
or maintain the market prices of the Series 2021 Bonds offered hereby at levels above that which might otherwise
prevail in the open market. Such stabilizing, if commenced, may be discontinued at any time. The Underwriters
may offer and sell the Series 2021 Bonds to certain dealers, institutional investors, and others at prices lower
than the public offering prices stated on the inside cover page hereof, and said public offering prices may be
changed from time to time by the Underwriters.
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NO ACTION HAS BEEN TAKEN BY THE CEA THAT WOULD PERMIT A PUBLIC OFFERING
OF THE SERIES 2021 BONDS OR POSSESSION OR DISTRIBUTION OF THE OFFICIAL STATEMENT
OR ANY OTHER OFFERING MATERIAL IN ANY FOREIGN JURISDICTION WHERE ACTION FOR
THAT PURPOSE IS REQUIRED. ACCORDINGLY, EACH OF THE UNDERWRITERS HAS AGREED
THAT IT WILL COMPLY WITH ALL APPLICABLE LAWS AND REGULATIONS IN FORCE IN ANY
FOREIGN JURISDICTION IN WHICH IT PURCHASES, OFFERS OR SELLS THE SERIES 2021 BONDS
OR POSSESSES OR DISTRIBUTES THIS OFFICIAL STATEMENT OR ANY OTHER OFFERING
MATERIAL AND WILL OBTAIN ANY CONSENT, APPROVAL OR PERMISSION REQUIRED BY IT
FOR THE PURCHASE, OFFER OR SALE BY IT OF THE SERIES 2021 BONDS UNDER THE LAWS AND
REGULATIONS IN FORCE IN ANY FOREIGN JURISDICTION TO WHICH IT IS SUBJECT OR IN
WHICH IT MAKES SUCH PURCHASES, OFFERS OR SALES AND THE CEA SHALL HAVE NO
RESPONSIBILITY THEREFOR.
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INFORMATION CONCERNING OFFERING RESTRICTIONS
IN CERTAIN JURISDICTIONS OUTSIDE THE UNITED STATES
REFERENCES IN THIS SECTION TO THE “ISSUER” MEAN THE CEA AND REFERENCES
TO “BONDS” OR “SECURITIES” MEAN THE SERIES 2021 BONDS OFFERED HEREBY.
THE INFORMATION IN THIS SECTION CONCERNING OFFERING RESTRICTIONS IN
JURISDICTIONS OUTSIDE THE UNITED STATES HAS BEEN OBTAINED FROM THE
UNDERWRITERS. THE CEA, BOND COUNSEL, DISCLOSURE COUNSEL AND THE TRUSTEE
DO NOT TAKE ANY RESPONSIBILITY FOR THE ACCURACY, COMPLETENESS OR
ADEQUACY OF THE INFORMATION IN THIS SECTION.
MINIMUM UNIT SALES
THE BONDS WILL TRADE AND SETTLE ON A UNIT BASIS (ONE UNIT EQUALING ONE
BOND OF $5,000 PRINCIPAL AMOUNT). FOR ANY SALES MADE OUTSIDE THE UNITED
STATES, THE MINIMUM PURCHASE AND TRADING AMOUNT IS 30 UNITS (BEING 30 BONDS
IN AN AGGREGATE PRINCIPAL AMOUNT OF $150,000).
NOTICE TO PROSPECTIVE INVESTORS IN THE EUROPEAN ECONOMIC AREA
(“EEA”) OR THE UNITED KINGDOM
THE BONDS ARE NOT INTENDED TO BE OFFERED, SOLD OR OTHERWISE MADE
AVAILABLE TO AND SHOULD NOT BE OFFERED, SOLD OR OTHERWISE MADE AVAILABLE
TO ANY RETAIL INVESTOR IN THE EEA. FOR THESE PURPOSES, A “RETAIL INVESTOR”
MEANS A PERSON WHO IS ONE (OR MORE) OF: (I) A RETAIL CLIENT AS DEFINED IN POINT
(11) OF ARTICLE 4(1) OF DIRECTIVE 2014/65/EU (AS AMENDED, “MIFID II”); (II) A CUSTOMER
WITHIN THE MEANING OF DIRECTIVE (EU) 2016/97 (THE “INSURANCE DISTRIBUTION
DIRECTIVE”), WHERE THAT CUSTOMER WOULD NOT QUALIFY AS A PROFESSIONAL
CLIENT AS DEFINED IN POINT (10) OF ARTICLE 4(1) OF MIFID II; OR (III) NOT A QUALIFIED
INVESTOR AS DEFINED IN REGULATION (EU) 2017/1129 (THE “PROSPECTUS REGULATION”).
CONSEQUENTLY, NO KEY INFORMATION DOCUMENT REQUIRED BY REGULATION (EU)
NO. 1286/2014 (AS AMENDED, THE “PRIIPS REGULATION”) FOR OFFERING OR SELLING THE
BONDS OR OTHERWISE MAKING THEM AVAILABLE TO RETAIL INVESTORS IN THE EEA
HAS BEEN PREPARED AND THEREFORE OFFERING OR SELLING THE BONDS OR
OTHERWISE MAKING THEM AVAILABLE TO ANY RETAIL INVESTOR IN THE EEA MAY BE
UNLAWFUL UNDER THE PRIIPS REGULATION.
THE BONDS ARE NOT INTENDED TO BE OFFERED, SOLD OR OTHERWISE MADE
AVAILABLE TO AND SHOULD NOT BE OFFERED, SOLD OR OTHERWISE MADE AVAILABLE
TO ANY RETAIL INVESTOR IN THE UNITED KINGDOM. FOR THESE PURPOSES, A “RETAIL
INVESTOR” MEANS A PERSON WHO IS ONE (OR MORE) OF: (I) A RETAIL CLIENT, AS
DEFINED IN POINT (8) OF ARTICLE 2 OF REGULATION (EU) NO 2017/565 AS IT FORMS PART
OF DOMESTIC LAW BY VIRTUE OF THE EUROPEAN UNION (WITHDRAWAL) ACT 2018
(“EUWA”); (II) A CUSTOMER WITHIN THE MEANING OF THE PROVISIONS OF THE
FINANCIAL SERVICES AND MARKETS ACT 2000 (THE “FSMA”) AND ANY RULES OR
REGULATIONS MADE UNDER THE FSMA TO IMPLEMENT DIRECTIVE (EU) 2016/97, WHERE
THAT CUSTOMER WOULD NOT QUALIFY AS A PROFESSIONAL CLIENT, AS DEFINED IN
POINT (8) OF ARTICLE 2(1) OF REGULATION (EU) NO 600/2014 AS IT FORMS PART OF
DOMESTIC LAW BY VIRTUE OF THE EUWA; OR (III) NOT A QUALIFIED INVESTOR AS
DEFINED IN ARTICLE 2 OF REGULATION (EU) 2017/1129 AS IT FORMS PART OF DOMESTIC
LAW BY VIRTUE OF THE EUWA. CONSEQUENTLY NO KEY INFORMATION DOCUMENT
REQUIRED BY REGULATION (EU) NO 1286/2014 AS IT FORMS PART OF DOMESTIC LAW BY
iii
158

VIRTUE OF THE EUWA (THE “UK PRIIPS REGULATION”) FOR OFFERING OR SELLING THE
BONDS OR OTHERWISE MAKING THEM AVAILABLE TO RETAIL INVESTORS IN THE UNITED
KINGDOM HAS BEEN PREPARED AND THEREFORE OFFERING OR SELLING THE BONDS OR
OTHERWISE MAKING THEM AVAILABLE TO ANY RETAIL INVESTOR IN THE UNITED
KINGDOM MAY BE UNLAWFUL UNDER THE UK PRIIPS REGULATION.
THIS OFFERING MEMORANDUM HAS BEEN PREPARED ON THE BASIS THAT ALL
OFFERS OF THE BONDS TO ANY PERSON THAT IS LOCATED WITHIN A MEMBER STATE OF
THE EEA OR THE UNITED KINGDOM WILL BE MADE PURSUANT TO AN EXEMPTION UNDER
ARTICLE 1(4) OF THE PROSPECTUS REGULATION OR SECTION 86 OF THE FSMA (IN EACH
CASE AS APPLICABLE) FROM THE REQUIREMENT TO PRODUCE A PROSPECTUS FOR
OFFERS OF THE BONDS. ACCORDINGLY, ANY PERSON MAKING OR INTENDING TO MAKE
ANY OFFER IN THE EEA OR THE UNITED KINGDOM OF THE BONDS SHOULD ONLY DO SO
IN CIRCUMSTANCES IN WHICH NO OBLIGATION ARISES FOR THE ISSUER OR ANY OF THE
UNDERWRITERS TO PROVIDE A PROSPECTUS FOR SUCH OFFER. NEITHER THE ISSUER NOR
THE UNDERWRITERS HAVE AUTHORIZED, NOR DO THEY AUTHORIZE, THE MAKING OF
ANY OFFER OF BONDS THROUGH ANY FINANCIAL INTERMEDIARY, OTHER THAN OFFERS
MADE BY THE UNDERWRITERS, WHICH CONSTITUTE THE FINAL PLACEMENT OF THE
BONDS CONTEMPLATED IN THIS OFFERING MEMORANDUM.
FOR THE PURPOSES OF THIS PROVISION, THE EXPRESSION AN “OFFER OF
SECURITIES TO THE PUBLIC” IN RELATION TO THE BONDS IN ANY MEMBER STATE OF THE
EEA OR THE UNITED KINGDOM MEANS THE COMMUNICATION IN ANY FORM AND BY ANY
MEANS OF SUFFICIENT INFORMATION ON THE TERMS OF THE OFFER AND THE BONDS TO
BE OFFERED SO AS TO ENABLE AN INVESTOR TO DECIDE TO PURCHASE THE BONDS OR
SUBSCRIBE FOR THE BONDS.
EACH SUBSCRIBER FOR OR PURCHASER OF THE BONDS IN THE OFFERING
LOCATED WITHIN A MEMBER STATE OF THE EEA OR THE UNITED KINGDOM WILL BE
DEEMED TO HAVE REPRESENTED, ACKNOWLEDGED AND AGREED THAT IT IS A
“QUALIFIED INVESTOR” AS DEFINED IN THE PROSPECTUS REGULATION AND IN ARTICLE
2 OF REGULATION (EU) 2017/1129 AS IT FORMS PART OF DOMESTIC LAW BY VIRTUE OF
THE EUWA. THE ISSUER AND EACH UNDERWRITER AND OTHERS WILL RELY ON THE
TRUTH AND ACCURACY OF THE FOREGOING REPRESENTATION, ACKNOWLEDGEMENT
AND AGREEMENT.
ADDITIONAL NOTICE TO PROSPECTIVE INVESTORS IN THE UNITED KINGDOM
THIS OFFERING MEMORANDUM HAS NOT BEEN APPROVED FOR THE PURPOSES OF
SECTION 21 OF THE FINANCIAL SERVICES AND MARKETS ACT 2000 (“FSMA”) AND DOES
NOT CONSTITUTE AN OFFER TO THE PUBLIC IN ACCORDANCE WITH THE PROVISIONS OF
SECTION 85 OF THE FSMA. THIS OFFERING MEMORANDUM IS FOR DISTRIBUTION ONLY
TO, AND IS DIRECTED SOLELY AT, PERSONS WHO (I) ARE OUTSIDE THE UNITED KINGDOM,
(II) ARE INVESTMENT PROFESSIONALS, AS SUCH TERM IS DEFINED IN ARTICLE 19(5) OF
THE FINANCIAL SERVICES AND MARKETS ACT 2000 (FINANCIAL PROMOTION) ORDER 2005,
AS AMENDED (THE “FINANCIAL PROMOTION ORDER”), (III) ARE PERSONS FALLING
WITHIN ARTICLE 49(2)(A) TO (D) OF THE FINANCIAL PROMOTION ORDER, OR (IV) ARE
PERSONS TO WHOM AN INVITATION OR INDUCEMENT TO ENGAGE IN INVESTMENT
ACTIVITY (WITHIN THE MEANING OF SECTION 21 OF THE FSMA) IN CONNECTION WITH
THE ISSUE OR SALE OF ANY SECURITIES MAY OTHERWISE BE LAWFULLY
COMMUNICATED OR CAUSED TO BE COMMUNICATED (ALL SUCH PERSONS TOGETHER
BEING REFERRED TO AS “RELEVANT PERSONS”). THIS OFFERING MEMORANDUM IS
DIRECTED ONLY AT RELEVANT PERSONS AND MUST NOT BE ACTED ON OR RELIED ON BY
iv
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PERSONS WHO ARE NOT RELEVANT PERSONS. ANY INVESTMENT OR INVESTMENT
ACTIVITY TO WHICH THIS OFFERING MEMORANDUM RELATES IS AVAILABLE ONLY TO
RELEVANT PERSONS AND WILL BE ENGAGED IN ONLY WITH RELEVANT PERSONS. ANY
PERSON WHO IS NOT A RELEVANT PERSON SHOULD NOT ACT OR RELY ON THIS OFFERING
MEMORANDUM OR ANY OF ITS CONTENTS.
NOTICE TO PROSPECTIVE INVESTORS IN HONG KONG
THE CONTENTS OF THIS OFFERING MEMORANDUM HAVE NOT BEEN REVIEWED BY
ANY REGULATORY AUTHORITY IN HONG KONG. YOU ARE ADVISED TO EXERCISE
CAUTION IN RELATION TO THE OFFER OF THE BONDS. IF YOU ARE IN ANY DOUBT ABOUT
ANY OF THE CONTENTS OF THIS OFFERING MEMORANDUM, YOU SHOULD OBTAIN
INDEPENDENT PROFESSIONAL ADVICE.
THE BONDS (EXCEPT FOR BONDS WHICH ARE A “STRUCTURED PRODUCT” AS
DEFINED IN THE SECURITIES AND FUTURES ORDINANCE (CAP. 571 OF THE LAWS OF HONG
KONG) (“SECURITIES AND FUTURES ORDINANCE”)) MAY NOT BE OFFERED OR SOLD IN
HONG KONG BY MEANS OF ANY DOCUMENT OTHER THAN (I) IN CIRCUMSTANCES WHICH
DO NOT CONSTITUTE AN OFFER TO THE PUBLIC WITHIN THE MEANING OF THE
COMPANIES (WINDING UP AND MISCELLANEOUS PROVISIONS) ORDINANCE (CAP. 32 OF
THE LAWS OF HONG KONG) (“COMPANIES (WINDING UP AND MISCELLANEOUS
PROVISIONS) ORDINANCE”) OR (II) TO “PROFESSIONAL INVESTORS” AS DEFINED IN THE
SECURITIES AND FUTURES ORDINANCE AND ANY RULES MADE THEREUNDER, OR (III) IN
OTHER CIRCUMSTANCES WHICH DO NOT RESULT IN THE DOCUMENT BEING A
“PROSPECTUS” AS DEFINED IN THE COMPANIES (WINDING UP AND MISCELLANEOUS
PROVISIONS) ORDINANCE, AND NO ADVERTISEMENT, INVITATION OR DOCUMENT
RELATING TO THE BONDS MAY BE ISSUED OR MAY BE IN THE POSSESSION OF ANY
PERSON FOR THE PURPOSE OF ISSUE (IN EACH CASE WHETHER IN HONG KONG OR
ELSEWHERE), WHICH IS DIRECTED AT, OR THE CONTENTS OF WHICH ARE LIKELY TO BE
ACCESSED OR READ BY, THE PUBLIC OF HONG KONG (EXCEPT IF PERMITTED TO DO SO
UNDER THE SECURITIES LAWS OF HONG KONG) OTHER THAN WITH RESPECT TO BONDS
WHICH ARE OR ARE INTENDED TO BE DISPOSED OF ONLY TO PERSONS OUTSIDE HONG
KONG OR ONLY TO “PROFESSIONAL INVESTORS” AS DEFINED IN THE SECURITIES AND
FUTURES ORDINANCE AND ANY RULES MADE THEREUNDER.
NOTICE TO PROSPECTIVE INVESTORS IN SWITZERLAND
THIS OFFERING MEMORANDUM IS NOT INTENDED TO CONSTITUTE AN OFFER OR A
SOLICITATION TO PURCHASE OR INVEST IN THE BONDS.
THE BONDS MAY NOT BE PUBLICLY OFFERED IN SWITZERLAND AND WILL NOT BE
LISTED ON THE SIX SWISS EXCHANGE (“SIX”) OR ON ANY OTHER STOCK EXCHANGE OR
REGULATED TRADING FACILITY IN SWITZERLAND. THIS OFFICIAL STATEMENT HAS BEEN
PREPARED WITHOUT REGARD TO THE DISCLOSURE STANDARDS FOR ISSUANCE
PROSPECTUSES UNDER ART. 652A OR ART. 1156 OF THE SWISS CODE OF OBLIGATIONS OR
THE DISCLOSURE STANDARDS FOR LISTING PROSPECTUSES UNDER ART. 27 FF. OF THE
SIX LISTING RULES OR THE LISTING RULES OF ANY OTHER STOCK EXCHANGE OR
REGULATED TRADING FACILITY IN SWITZERLAND. NEITHER THIS OFFICIAL STATEMENT
NOR ANY OTHER OFFERING OR MARKETING MATERIAL RELATING TO THE BONDS OR THE
OFFERING MAY BE PUBLICLY DISTRIBUTED OR OTHERWISE MADE PUBLICLY AVAILABLE
IN SWITZERLAND.
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NONE OF THIS OFFICIAL STATEMENT OR ANY OTHER OFFERING OR MARKETING
MATERIAL RELATING TO THE OFFERING, THE ISSUER OR THE BONDS HAVE BEEN OR WILL
BE FILED WITH OR APPROVED BY ANY SWISS REGULATORY AUTHORITY. IN PARTICULAR,
THIS OFFICIAL STATEMENT WILL NOT BE FILED WITH, AND THE OFFER OF THE BONDS
WILL NOT BE SUPERVISED BY, THE SWISS FINANCIAL MARKET SUPERVISORY
AUTHORITY (“FINMA”), AND THE OFFER OF BONDS HAS NOT BEEN AND WILL NOT BE
AUTHORIZED UNDER THE SWISS FEDERAL ACT ON COLLECTIVE INVESTMENT SCHEMES
(“CISA”). ACCORDINGLY, INVESTORS DO NOT HAVE THE BENEFIT OF THE SPECIFIC
INVESTOR PROTECTION PROVIDED UNDER THE CISA.
NOTICE TO PROSPECTIVE INVESTORS IN TAIWAN
THE OFFER OF THE BONDS HAS NOT BEEN AND WILL NOT BE REGISTERED OR
FILED WITH, OR APPROVED BY, THE FINANCIAL SUPERVISORY COMMISSION OF TAIWAN
AND/OR OTHER REGULATORY AUTHORITY OF TAIWAN PURSUANT TO RELEVANT
SECURITIES LAWS AND REGULATIONS, AND THE BONDS MAY NOT BE OFFERED, ISSUED
OR SOLD IN TAIWAN THROUGH A PUBLIC OFFERING OR IN CIRCUMSTANCES WHICH
CONSTITUTE AN OFFER WITHIN THE MEANING OF THE SECURITIES AND EXCHANGE ACT
OF TAIWAN THAT REQUIRES THE REGISTRATION OR FILING WITH OR APPROVAL OF THE
FINANCIAL SUPERVISORY COMMISSION OF TAIWAN. THE BONDS MAY BE MADE
AVAILABLE OUTSIDE TAIWAN FOR PURCHASE BY INVESTORS RESIDING IN TAIWAN
(EITHER DIRECTLY OR THROUGH PROPERLY LICENSED TAIWAN INTERMEDIARIES), BUT
MAY NOT BE OFFERED OR SOLD IN TAIWAN EXCEPT TO QUALIFIED INVESTORS VIA A
TAIWAN LICENSED INTERMEDIARY. ANY SUBSCRIPTIONS OF BONDS SHALL ONLY
BECOME EFFECTIVE UPON ACCEPTANCE BY THE ISSUER OR THE RELEVANT DEALER
OUTSIDE TAIWAN AND SHALL BE DEEMED A CONTRACT ENTERED INTO IN THE
JURISDICTION OF INCORPORATION OF THE ISSUER OR RELEVANT DEALER, AS THE CASE
MAY BE, UNLESS OTHERWISE SPECIFIED IN THE SUBSCRIPTION DOCUMENTS RELATING
TO THE BONDS SIGNED BY THE INVESTORS.
NOTICE TO PROSPECTIVE INVESTORS IN JAPAN
THE BONDS HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE
FINANCIAL INSTRUMENTS AND EXCHANGE ACT OF JAPAN (ACT NO. 25 OF 1948, AS
AMENDED, THE “FIEA”). NEITHER THE BONDS NOR ANY INTEREST THEREIN MAY BE
OFFERED OR SOLD, DIRECTLY OR INDIRECTLY, IN JAPAN OR TO, OR FOR THE BENEFIT OF,
ANY “RESIDENT” OF JAPAN (AS DEFINED UNDER ITEM 5, PARAGRAPH 1, ARTICLE 6 OF THE
FOREIGN EXCHANGE AND FOREIGN TRADE ACT (ACT NO. 228 OF 1949, AS AMENDED)), OR
TO OTHERS FOR RE-OFFERING OR RESALE, DIRECTLY OR INDIRECTLY, IN JAPAN OR TO,
OR FOR THE BENEFIT OF, ANY RESIDENT OF JAPAN, EXCEPT PURSUANT TO AN
EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF, AND OTHERWISE IN
COMPLIANCE WITH, THE FIEA AND ANY OTHER APPLICABLE LAWS, REGULATIONS AND
MINISTERIAL GUIDELINES OF JAPAN.
THE PRIMARY OFFERING OF THE BONDS AND THE SOLICITATION OF AN OFFER FOR
ACQUISITION THEREOF HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER
PARAGRAPH 1, ARTICLE 4 OF THE FIEA. AS IT IS A PRIMARY OFFERING, IN JAPAN, THE
BONDS MAY ONLY BE OFFERED, SOLD, RESOLD OR OTHERWISE TRANSFERRED,
DIRECTLY OR INDIRECTLY TO, OR FOR THE BENEFIT OF CERTAIN QUALIFIED
INSTITUTIONAL INVESTORS AS DEFINED IN THE FIEA (“QIIS”) IN RELIANCE ON THE QIISONLY PRIVATE PLACEMENT EXEMPTION AS SET FORTH IN ITEM 2(I), PARAGRAPH 3,
ARTICLE 2 OF THE FIEA. A QII WHO PURCHASED OR OTHERWISE OBTAINED THE BONDS
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CANNOT RESELL OR OTHERWISE TRANSFER THE BONDS IN JAPAN TO ANY PERSON
EXCEPT ANOTHER QII.

vii
162

TABLE OF CONTENTS
Page
SUMMARY............................................................................................................................................... S-1
INTRODUCTION .........................................................................................................................................1
CALIFORNIA EARTHQUAKE AUTHORITY ..........................................................................................1
General.......................................................................................................................................................1
Governance and Management ...................................................................................................................2
Employees and Consultants .......................................................................................................................5
Role of the Insurance Commissioner.........................................................................................................5
Operating Expense Limitation ...................................................................................................................6
CEA Act References to Federal Programs ................................................................................................6
Administration of the California Wildfire Fund ........................................................................................6
Strategic Plan .............................................................................................................................................7
COVID-19 and Related Developments .....................................................................................................9
THE SERIES 2021 BONDS........................................................................................................................10
Authorization ...........................................................................................................................................10
Book-Entry Form and Denominations.....................................................................................................10
General Terms..........................................................................................................................................10
Redemption..............................................................................................................................................10
Defeasance of Series 2021 Bonds............................................................................................................12
DEBT SERVICE SCHEDULE ...................................................................................................................12
SECURITY FOR THE BONDS..................................................................................................................13
Pledged Revenue and Debt Service Deposits ..........................................................................................13
Accounts and Flow of Funds Under the Indenture ..................................................................................16
California Earthquake Authority Fund; Claims-Paying Accounts ..........................................................16
Rate Covenant..........................................................................................................................................16
Exemption from Payment of State Insurance Premium Tax ...................................................................18
Non-impairment Covenant ......................................................................................................................18
Policyholder Premiums............................................................................................................................19
Limitations on Issuance of Additional Bonds..........................................................................................20
Investment of Funds.................................................................................................................................21
Events of Default and Limitations on Remedies .....................................................................................23
APPLICATION OF SERIES 2021 BOND PROCEEDS ............................................................................23
POLICIES AND PREMIUMS ....................................................................................................................24
Policy Issuance and Service.....................................................................................................................24
Policy Coverage and Limits.....................................................................................................................25
CEA’s Standard Homeowners Policy Coverage .....................................................................................25
Homeowner’s Choice Policy Coverage...................................................................................................26
Common Interest Development (Condominium) Owners Policies .........................................................26
Renters Policies........................................................................................................................................27
POLICY CLAIMS.......................................................................................................................................27
CEA’s Risk-Management Philosophy .....................................................................................................29
Loss Modeling and Rate Setting..............................................................................................................30
The EARLE System.................................................................................................................................30
Potential Losses to the CEA ....................................................................................................................31
Projections ...............................................................................................................................................31
Claims Adjustment and Payment of Claims ............................................................................................32
SOURCES OF FUNDS TO PAY CLAIMS................................................................................................33
General.....................................................................................................................................................33
Deficiency in Funds to Pay Claims..........................................................................................................39
Prior Bond Issuances ...............................................................................................................................39
viii
163

Certain Historical Financial Information .................................................................................................40
LITIGATION AND ADMINISTRATIVE PROCEEDINGS .....................................................................40
RISK FACTORS .........................................................................................................................................40
Single Type of Insurance .........................................................................................................................41
Limited Sources of Funds to Pay Claims.................................................................................................41
Payment Deficiency.................................................................................................................................41
Risks Related to Reinsurance ..................................................................................................................42
Loss-Modeling Uncertainty .....................................................................................................................42
Right of Participating Insurers to Withdraw............................................................................................42
Termination of the CEA ..........................................................................................................................43
State Legislation or Action ......................................................................................................................43
Decline in Demand for CEA Insurance ...................................................................................................44
Regulatory Approval of Rates .................................................................................................................45
Limited Remedies Available to Bondholders..........................................................................................45
Cybersecurity ...........................................................................................................................................45
Possible Tax Consequences.....................................................................................................................46
Limited Liquidity .....................................................................................................................................46
FINANCIAL STATEMENTS.....................................................................................................................46
RATING ......................................................................................................................................................46
UNDERWRITING ......................................................................................................................................46
MUNICIPAL ADVISOR ............................................................................................................................47
LEGAL MATTERS.....................................................................................................................................47
TAX MATTERS .........................................................................................................................................47
U.S. Holders.............................................................................................................................................48
Non-U.S. Holders ....................................................................................................................................49
Foreign Account Tax Compliance Act (“FATCA”)—U.S. Holders and Non-U.S. Holders ..................50
CONTINUING DISCLOSURE...................................................................................................................50
AUTHORIZATION ....................................................................................................................................51
APPENDIX A—FINANCIAL STATEMENTS .......................................................................................A-1
APPENDIX B—SUMMARY OF THE INDENTURE ............................................................................B-1
APPENDIX C—PROPOSED FORM OF APPROVING OPINION OF BOND COUNSEL..................C-1
APPENDIX D—BOOK-ENTRY SYSTEM AND GLOBAL CLEARANCE PROCEDURES ..............D-1
APPENDIX E—FORM OF CONTINUING DISCLOSURE CERTIFICATE ........................................ E-1
APPENDIX F—LETTERS FROM CERTAIN UNDERWRITERS ........................................................ F-1

ix
164

CALIFORNIA EARTHQUAKE AUTHORITY
$[Principal Amount Series A]
REVENUE BONDS, SERIES 2021A
(FEDERALLY TAXABLE)

$[Principal Amount Series B]*
REVENUE BONDS, SERIES 2021B
(FEDERALLY TAXABLE)

SUMMARY
This summary is a brief description of certain terms of the Series 2021 Bonds and certain other
information in this Official Statement. A full review should be made of the entire Official Statement,
including the Appendices.



General....................................................

This Official Statement describes the California Earthquake
Authority (“CEA”), a public instrumentality of the State of
California (the “State” or the “State of California”), and the
CEA’s Revenue Bonds, Series 2021A (the “Series 2021A
Bonds”) and the CEA’s Revenue Bonds, Series 2021B (the
“Series 2021B Bonds” and together with the Series 2021A
Bonds, the “Series 2021 Bonds”).

California Earthquake Authority ........

The CEA was created pursuant to California Insurance Code
Sections 10089.5 through 10089.55 (as amended, the “CEA
Act”). The CEA has offered basic residential earthquake
insurance policies in California since December 1996. The
CEA is the largest writer of residential earthquake policies
in California, with approximately two-thirds of the
residential earthquake policies in force in the State. As of
July 31, 2021, the CEA had 1.137 million policies in force.

Bond Authorization ...............................

The Series 2021 Bonds are being issued pursuant to the CEA
Act and under an Indenture of Trust dated as of March 1,
2020 (as heretofore amended and supplemented, the
“Indenture of Trust”), as supplemented by a Third
Supplemental Indenture of Trust relating to the Series
2021A Bonds, dated as of October 1, 2021 (the “Third
Supplemental Indenture”), and as supplemented by a Fourth
Supplemental Indenture of Trust relating to the Series
2021B Bonds, dated as of October 1, 2021 (the “Fourth
Supplemental Indenture” and together with the Third
Supplemental Indenture and the Indenture of Trust, the
“Indenture”), each between the CEA and U.S. Bank
National Association as Trustee (the “Trustee”).

Purpose ...................................................

The proceeds of the Series 2021 Bonds will be held by the
CEA in the Claims-Paying Account for the Series 2021
Bonds to enhance the CEA’s claim-paying capacity. See
“SOURCES OF FUNDS TO PAY CLAIMS.”

Book-Entry .............................................

Beneficial interests in the Series 2021 Bonds may be
purchased in book-entry form only, in denominations of
$5,000 or any integral multiple thereof. See APPENDIX D

Preliminary, subject to change.
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Maturities ...............................................

The Series 2021 Bonds will mature on the dates shown on
the inside cover page of this Official Statement.

Make-Whole Optional Redemption of
the Series 2021B Bonds .........................

The Series 2021B Bonds will be subject to optional
redemption prior to their respective stated maturity dates at
the option of the CEA, in whole or in part on any date in
such order of maturity as may be designated by the CEA and
on a pro rata pass-through distribution of principal basis
within any maturity, from any source of available funds,
upon mailed notice as provided herein, at a redemption price
equal to the greater of (1) the issue price of 100% of the
principal amount of the Series 2021B Bonds to be redeemed;
or (2) the sum of the present value of the remaining
scheduled payments of principal and interest to the maturity
date of the Series 2021B Bonds to be redeemed, not
including any portion of those payments of interest accrued
and unpaid as of the date on which the Series 2021B Bonds
are to be redeemed, discounted to the date on which the
Series 2021B Bonds are to be redeemed on a semi-annual
basis, assuming a 360-day year consisting of twelve 30-day
months, at the Treasury Rate (as defined herein), plus __
basis points; plus, in each case, accrued interest on the Series
2021B Bonds to be redeemed to the redemption date. See
“THE SERIES 2021 BONDS – Redemption.”

Interest ....................................................

The Series 2021A Bonds will bear interest from their date of
delivery at the rate per annum shown on the inside cover
page of this Official Statement, payable on December 1,
2021, the maturity date of the Series 2021A Bonds. Interest
shall be calculated on the basis of a 360-day year comprised
of twelve 30-day months.
The Series 2021B Bonds will bear interest from their date of
delivery at the rates per annum shown on the inside cover
page of this Official Statement, payable semiannually on
January 1 and July 1, commencing on January 1, 2022.
Interest shall be calculated on the basis of a 360-day year
comprised of twelve 30-day months. See “THE SERIES
2021 BONDS – General Terms.”

Security for the Bonds ...........................

The Series 2021 Bonds and any other parity bonds
heretofore and hereafter issued under the Indenture
(“Additional Bonds” and collectively with the Series 2021
Bonds and the bonds currently outstanding under the
Indenture, the “Bonds”) are payable from and secured by
Pledged Policyholder Premiums and interest earnings on
amounts held by the Trustee under the Indenture for
payment of debt service on the Bonds (“Pledged Revenue”)
and Debt Service Deposits (as defined in the Indenture), as
set forth under “SECURITY FOR THE BONDS – Pledged
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Revenue and Debt Service Deposits.” Concurrently with the
issuance of the Series 2021A Bonds the CEA will make a
Debt Service Deposit from its Available Capital (as herein
defined) into the Interest Subaccount and the Principal
Subaccount for the Series 2021A Bonds in the full amount
of the interest on and principal of the Series 2021A Bonds
due and payable on their maturity date. Under the Indenture,
Debt Service Deposits deposited into the Interest
Subaccount and the Principal Subaccount for each Series of
the Series 2021 Bonds may only be used for the purpose of
paying interest on and principal of such Series 2021 Bonds,
as applicable. The pledge of Available Capital (as herein
defined) for the repayment of the principal of the Series
2021A Bonds, will allow the CEA to maintain its Available
Capital balance in an amount (calculated in accordance with
California Insurance Code Section 10089.33(a)) that is not
in excess of $6 billion for 2021 and enable the CEA to avoid
a reduction in the amount it may recover under the 2nd IAL
(as herein defined). Amounts deposited into the Interest
Subaccount and the Principal Subaccount for the Series
2021A Bonds will be invested in Government Obligations,
and amounts deposited into the Interest Subaccount and the
Principal Subaccount for the Series 2021B Bonds will be
invested in Permitted Investments (each as defined in the
Indenture). See “SECURITY FOR THE BONDS – Pledged
Revenue and Debt Service Deposits.”
Debt Service Deposits and Transfer of
Pledged Revenue ....................................

Under the Indenture, the CEA may transfer, but is not
required to transfer, funds by the 15th day of each calendar
month to the Trustee from the California Earthquake
Authority Fund for deposit in the Revenue Fund to maintain
the balances in the Interest Account and the Principal
Account in the Revenue Fund (all as defined in the
Indenture) at the levels required by the Indenture (“Debt
Service Deposits”). The CEA expects to make each Debt
Service Deposit. However, if a Debt Service Deposit is not
made in full by the 15th day of a calendar month, the
Indenture requires the Trustee to transfer Pledged Revenue
received by it after the 15th day of that month to the Revenue
Fund until an amount sufficient to make up the deficiency in
the Debt Service Deposit has been transferred. With respect
to the Series 2021A Bonds only, if for any reason and at any
time until the principal of and interest on the Series 2021A
Bonds has been paid in full the amount held in the Principal
Subaccount or the Interest Subaccount for the Series 2021A
Bonds is deemed by the Trustee to be insufficient to pay all
of the principal of and interest on the Series 2021A Bonds
when due and payable on the maturity date for the Series
2021A Bonds, the CEA may transfer, but is not required to
transfer, funds held in the California Earthquake Authority
Fund to the Trustee for deposit in the Principal Subaccount
or the Interest Subaccount for the Series 2021A Bonds, as
applicable, required to cure any such deficiency.
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Accordingly, when Debt Service Deposits are made by the
CEA as expected by it, transfers by the Trustee of Pledged
Revenue to the Revenue Fund will not occur. See
“SECURITY FOR THE BONDS – Pledged Revenue and
Debt Service Deposits.”
Under the CEA Act and the Indenture, the Trustee will
receive all Pledged Revenue and will transfer all Pledged
Revenue to the CEA each Business Day (as defined in the
Indenture) for deposit in the California Earthquake
Authority Fund unless a transfer to the Revenue Fund is
required by the Indenture to be made on such Business Day
by the Trustee from Pledged Revenue. See “SECURITY
FOR THE BONDS – Accounts and Flow of Funds Under
the Indenture.”
Rate Covenant........................................

In the Indenture, the CEA has covenanted that each year it
will review its premium rate structure for its policies of basic
residential earthquake insurance and confirm that it has
established, or it will endeavor to establish, rates sufficient
to make certain that it can and will collect Pledged Revenue
adequate to meet all of its obligations, including the deposit
of amounts required and permitted by the Indenture to be
deposited in such year to pay Bonds when due, as set forth
under “SECURITY FOR THE BONDS – Rate Covenant.”
Notwithstanding the foregoing, the CEA may exclude from
its determination of amounts required and permitted by the
Indenture to be deposited in each such year the principal of
and interest on any Series of Bonds that (i) will mature in the
same fiscal year in which they are issued and (ii) at the time
of their issuance, the CEA will have transferred to the
Trustee a Debt Service Deposit in an amount sufficient to
pay in full when due the interest on and principal of such
Series of Bonds. By law, all rates for CEA insurance
premiums must be submitted to the Insurance Commissioner
for approval under a rate application process, and may not
be implemented unless approved by the Insurance
Commissioner.

Non-impairment Covenant and
Certain other Provisions of the CEA
Act

The State has pledged in the CEA Act pursuant to California
Insurance Code Section 10089.49 not to limit, alter or
restrict the rights vested in the CEA to fulfill the pledge of
Pledged Revenue or any other terms of the Indenture or in
any way impair the rights or remedies of the holders of the
Series 2021 Bonds. See “SECURITY FOR THE BONDS –
Non-impairment Covenant.” In addition, the CEA Act
requires, among other things, that the CEA be continued in
existence for so long as any bonds of the CEA (including the
Series 2021 Bonds) are outstanding and further requires that
the Insurance Commissioner not impede or in any matter
interfere with, but must affirmatively take all necessary steps
to effect, full and timely payment of debt service on the
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Series 2021 Bonds. See “CALIFORNIA EARTHQUAKE
AUTHORITY – Role of the Insurance Commissioner.”
Flow of Funds under Indenture............

The flow of funds to pay debt service on the Series 2021
Bonds is described under “SECURITY FOR THE BONDS
– Pledged Revenue and Debt Service Deposits” and –
“Accounts and Flow of Funds Under the Indenture”. See
also APPENDIX B – “SUMMARY OF THE
INDENTURE.”

California Earthquake Authority
Fund ........................................................

The California Earthquake Authority Fund is a statutorilycreated fund outside of the California treasury, held by the
CEA and not the Trustee, and assets in the California
Earthquake Authority Fund are not pledged to secure the
Series 2021 Bonds. Under the CEA Act, the California
Earthquake Authority Fund is administered by the Insurance
Commissioner, subject to the direction of the Governing
Board of the CEA, and disbursed by the CEA staff, to pay
CEA costs under the CEA Act, including but not limited to,
premiums payable by the CEA under contracts of
reinsurance, policyholder claims and claim expenses, and
operating and other expenses of the CEA, and to establish
claim reserves.
As described above, the CEA expects to make Debt Service
Deposits from funds held in the California Earthquake
Authority Fund. Unless otherwise set forth in a
Supplemental Indenture, payment of Debt Service Deposits
from the California Earthquake Authority Fund is at the
option of the CEA. The CEA might or might not continue to
pay debt service from the California Earthquake Authority
Fund if its funds are insufficient and it is required to pay
policyholder claims on a pro rata or installment basis. See
“RISK FACTORS – Payment Deficiency.” In any event, the
Series 2021 Bonds, along with the Series 2020B Bonds (as
defined herein), are secured by and have a first lien and
security interest in Pledged Revenue (primarily Pledged
Policyholder Premiums). Accordingly, debt service on the
Series 2021 Bonds could be paid from Pledged Revenues if
the Debt Service Deposits are insufficient to pay the interest
on and principal of the Series 2021 Bonds when due.

Claims-Paying Account for the Series
2021 Bonds..............................................

The CEA covenants and agrees in the Indenture that it will
deposit and hold the proceeds of the Series 2021 Bonds in
the Claims-Paying Account for the Series 2021 Bonds
within the California Earthquake Authority Fund. The Series
2021 Bonds are not secured by money in any Claims-Paying
Accounts. See “SECURITY FOR THE BONDS –
California Earthquake Authority Fund; Claims-Paying
Accounts.”

Additional Bonds ...................................

The CEA Act and the Indenture permit the CEA to issue
bonds, notes, commercial paper, variable rate securities and
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any other evidences of indebtedness (collectively, “bonds”).
However, no bonds may be issued that have a claim on
Pledged Revenue or Debt Service Deposits that is prior to
the Series 2021 Bonds or any other Bonds issued under the
Indenture, and no bonds may be issued that have a claim on
Pledged Revenue or Debt Service Deposits on a parity with
the Series 2021 Bonds except pursuant to the Indenture. In
addition, the CEA must demonstrate compliance with the
“additional bonds requirements” of the Indenture before the
CEA may issue any Bonds under the Indenture on a parity
with the Series 2021 Bonds. See “SECURITY FOR THE
BONDS – Limitations on Additional Bonds.”
Events of Default and Limitations on
Remedies.................................................

The Indenture provides that the occurrence of specified
events (such as a failure to pay debt service on the Series
2021 Bonds) is an event of default. If an event of default
were to occur, the sole remedy of the holders of Series 2021
Bonds will be to have the Trustee file suit to require the CEA
to perform its obligations under the Indenture. Acceleration
of principal of the Series 2021 Bonds is not permitted. See
“SECURITY FOR THE BONDS – Events of Default and
Limitations on Remedies.”
The Series 2021 Bonds are obligations of the CEA to the
extent provided in the Indenture, payable solely from
Pledged Revenue and Debt Service Deposits. The Series
2021 Bonds are not a debt or liability of the State or of any
political subdivision of the State. The Series 2021 Bonds do
not directly, indirectly, or contingently obligate the State or
any political subdivision of the State to levy or to pledge any
form of taxation or to make any appropriation for payment
of the Series 2021 Bonds.

Indenture of Trust .................................

The Indenture creates funds and accounts for money held by
the Trustee. The Indenture authorizes the issuance of the
Bonds and specifies the rights of holders of the Bonds, the
nature and extent of security for the Bonds, and the rights
and responsibilities of the Trustee. The Indenture also sets
forth covenants of the CEA and defines events of default and
remedies therefore. See APPENDIX B – “SUMMARY OF
THE INDENTURE.”

Risk Factors............................................

Certain risks that should be considered by investors in
deciding whether to purchase the Series 2021 Bonds include,
among others, the risks described under “RISK FACTORS.”
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CALIFORNIA EARTHQUAKE AUTHORITY
$[Principal Amount Series A]
REVENUE BONDS, SERIES 2021A
(FEDERALLY TAXABLE)

$[Principal Amount Series B]*
REVENUE BONDS, SERIES 2021B
(FEDERALLY TAXABLE)

INTRODUCTION
The purpose of this Official Statement, which includes the cover page, the inside cover page, the
Summary and the appendices hereto, is to furnish information concerning the CEA in connection with the
issuance of the Series 2021 Bonds. The Series 2021 Bonds are being issued pursuant to the CEA Act and
under the Indenture. The issuance of the Series 2021 Bonds has been authorized by the Governing Board
of the CEA as required by the CEA Act, and the Insurance Commissioner has approved the CEA entering
into capital markets contracts for the sale of the Series 2021 Bonds. See “THE SERIES 2021 BONDS –
Authorization.” The Series 2021 Bonds and any parity bonds issued in the future under the Indenture
(“Additional Bonds” and collectively with the Series 2021 Bonds and the Series 2020B Bonds (as herein
defined) currently outstanding under the Indenture, the “Bonds”) are secured by and payable from Pledged
Revenue and Debt Service Deposits (as defined herein). See “SECURITY FOR THE BONDS – Pledged
Revenue and Debt Service Deposits” and “– Limitations on Additional Bonds.”
CALIFORNIA EARTHQUAKE AUTHORITY
General
The CEA was formed under the CEA Act in response to the 1994 Northridge earthquake in southern
California. Many property insurers sustained major earthquake coverage losses as the result of the
earthquake. Because of the requirement that insurers must offer earthquake insurance as part of an offer of
residential property insurance, within a year following the Northridge earthquake, most insurers ceased
offering new residential property insurance policies in California. Accordingly, the availability of both
residential property insurance and earthquake insurance in California declined precipitously. Furthermore,
purchasers of homes in California had difficulty obtaining the necessary homeowners insurance policy
required by mortgage lenders, making it difficult to complete the purchase of homes and resulting in turmoil
in the California residential real estate market.
In response to these problems in the California residential insurance and real estate markets,
California enacted legislation to address these problems. In 1995, California enacted legislation permitting
insurers to satisfy the statutory mandate to offer earthquake coverage by offering a more limited earthquake
insurance product than was previously required, with a 15% deductible, significantly lower limits of
coverage for personal property and loss-of-use than is found in a typical fire insurance policy, limited
coverage for driveways and walkways, and no coverage for other non-dwelling structures, such as detached
garages, outbuildings, and swimming pools. This type of earthquake policy is commonly referred to in
California as a “mini-policy.” The CEA’s base-limits standard Homeowners policy, described under
“POLICIES AND PREMIUMS,” is such a policy.
Insurers writing residential property insurance policies (including homeowners policies,
condominium owners policies, and renters policies) in California are required by California law to offer
earthquake insurance to their policyholders, though as a general rule, California policyholders are not
required to accept that offer or otherwise to purchase such earthquake insurance. Insurers can satisfy the
requirement to offer earthquake insurance to their residential policyholders by writing earthquake insurance
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policies themselves or by offering their insureds earthquake insurance written by other insurers. Following
the enactment of the 1995 legislation, insurers were able to meet the statutory mandate to offer earthquake
insurance coverage by offering only a “mini-policy.”
In 1996, the Legislature passed the CEA Act, which established the CEA as a privately-funded,
publicly managed, public instrumentality of the State of California with the primary purpose of providing
earthquake insurance to Californians. The CEA has offered basic residential earthquake insurance policies
in California since December 1996. Insurers that write residential property insurance in California may, at
their option, join the CEA. Upon joining, insurers no longer write residential property earthquake insurance
coverage and instead satisfy their legal obligation to offer earthquake insurance to their residential property
policyholders in California by offering them a CEA policy. Insurers that have joined the CEA are referred
to as “Participating Insurers,” and are obligated, by a statutory formula, to contribute capital to the CEA
and, under certain circumstances (including following one or more large earthquakes that result in a very
high level of CEA claim losses), are required to pay assessments to support CEA claim-paying capacity.
CEA policies are sold only through Participating Insurers and can be purchased only by Participating
Insurers’ residential property insurance policyholders.
The California Department of Insurance (“CDI”) reports that approximately 67% of the residential
earthquake policies in force in California as of December 31, 2020 were issued by the CEA. As of July 31,
2021, the CEA had 1.137 million such insurance policies in force, with insured property values of over
$[590] billion. These policies generated approximately $845 million in direct-written premiums in 2020.
As of July 31, 2021, the CEA’s direct written premiums generated $542 million for the first seven months
of the year, and the CEA projects that its direct written premiums will be approximately $900 million for
2021 by December 31, 2021. As of July 31, 2021, the CEA’s claim-paying capacity was approximately
$19.7 billion, including approximately $6.1 billion of Available Capital, as the term “Available Capital” is
defined in the CEA Act. See “SOURCES OF FUNDS TO PAY CLAIMS – General.”
Since 2002, A.M. Best Company has assigned a financial-strength rating, an opinion of the CEA’s
ability to meet its obligations to policyholders, of “A- Excellent” with a “stable outlook”, which has been
reaffirmed each year. An explanation of the significance of this rating may be obtained from A.M. Best
Company at www.ambest.com (that information is not incorporated by reference herein). Generally, rating
agencies base their ratings on information and materials and on investigations, studies and assumptions
made by the rating agencies themselves; this rating reflects the views of A.M. Best Company. There is no
assurance that this rating will remain in effect for any given period or that the rating will not be modified
or withdrawn.
Governance and Management
The CEA is a public instrumentality of the State of California. It is not a State of California agency,
authority or department or otherwise an entity of the government of the State of California and, accordingly,
its operations are not supported by appropriations in the budget of the State of California.
The Governing Board. The CEA Act requires the CEA’s governance to be provided by its
Governing Board (the “Governing Board”), composed of the State of California’s Governor, State
Treasurer, and Insurance Commissioner as voting members. The Speaker of the California Assembly and
the Chairperson of the California Senate Committee on Rules serve as nonvoting, ex officio members of the
Governing Board. Each Governing Board member may, at his or her discretion, name a designee to attend
Governing Board meetings and act in their place. The current members of the Governing Board are as
follows:
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Name

Title

Gavin Newsom

Governor

Fiona Ma

Treasurer

Ricardo Lara

Insurance Commissioner

Anthony Rendon

Speaker of the Assembly (non-voting)

Toni G. Atkins

Chairperson of Senate Committee on Rules (non-voting)

The CEA Act provides that the Governing Board has the power to conduct the affairs of the CEA
and perform all acts necessary or convenient in the exercise of that power (subject to the regulatory authority
of the Insurance Commissioner noted in the CEA Act).
Executive Officers. The executive officers of the CEA are listed below:
Name

Title

Glenn A. Pomeroy

Chief Executive Officer

Tom Hanzel

Chief Financial Officer

Tom Welsh

General Counsel

Shawna Ackerman

Chief Risk and Actuarial Officer

Janiele Maffei

Chief Mitigation Officer

Michael Melavic

Chief Information Officer

Charlotte Fadipe

Chief Communications Officer

Laurie Johnson

Chief Catastrophe Response and Resiliency Officer

Jim Lombard

Chief Administrative Officer

Glenn Pomeroy became Chief Executive Officer of the CEA in 2008. Mr. Pomeroy was the head
of GE Insurance Solutions’ government and regulatory affairs group from 2001 to 2008. During Mr.
Pomeroy’s tenure with GE Insurance Solutions, it was acquired by Swiss Re. Mr. Pomeroy served as
Commissioner of Insurance of North Dakota from 1993 to 2000 and as the President of the National
Association of Insurance Commissioners in 1998. Prior to 1993, Mr. Pomeroy served as North Dakota
Securities Commissioner, Assistant Attorney General of North Dakota, and as a member of the North
Dakota House of Representatives.
Tom Hanzel became Chief Financial Officer of the CEA in early 2019. Mr. Hanzel has also
assumed the role of Chief Insurance Officer, which includes insurance operations, insurance education and
helpdesk, Centralized Policy and Processing and website application and development. Formerly, Mr.
Hanzel was the Chief Administrative Officer and Treasurer at Geovera Holdings, Inc., and has held
previous roles in finance and management at Fireman’s Fund, Allianz, Silicon Valley Bank, Sumitomo
Bank and GE Capital.
Tom Welsh became General Counsel for the CEA in early 2019. Prior to joining CEA, Mr. Welsh
was a partner at Orrick, Herrington & Sutcliffe LLP, with a focus on providing compliance advice on
complex insurance regulatory issues. He has also worked for financial sector clients on insurance related
investments, life settlements portfolios, and residential real estate portfolio securitization transactions. Mr.
Welsh also served as outside counsel to the Conservation and Liquidation Office of the CDI for 28 years
on major insolvencies.
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Shawna Ackerman became Chief Actuary of the CEA in 2010. During the ten years prior to joining
the CEA, Ms. Ackerman was a principal with a private sector firm that provided actuarial consulting
services to the CEA. She is a Fellow of the Casualty Actuarial Society and Immediate Past President of the
American Academy of Actuaries. In 2020, Ms. Ackerman assumed the expanded role of Chief Risk and
Actuarial Officer.
Janiele Maffei became the CEA’s Chief Mitigation Officer in 2009. Ms. Maffei is a registered
structural engineer with over 30 years of experience in the earthquake engineering industry. She is a former
board member of the Earthquake Engineering Research Institute. Ms. Maffei is the former president of the
Structural Engineers Association of Northern California and a board member of the Structural Engineers
Association of California.
Michael Melavic became the Chief Information Officer in 2019. Mr. Melavic plans and directs the
information technology strategies, implementation, and maintenance required to facilitate the CEA’s
mission and business goals. Prior to working at the CEA, Mr. Melavic worked in information technology
for the California Department of Toxic Substances, Department of General Services (Public Water Supply
Branch), and Public Utilities Commission.
Charlotte Fadipe became Chief Communications Officer in 2020. Ms. Fadipe oversees the
organization and activities of the Communications and Public Relations Department. Ms. Fadipe has more
than 20 years of experience in communications, media, and stakeholder relations. Prior to joining the CEA,
Ms. Fadipe was director of media for the California Environmental Protection Agency.
Laurie Johnson has worked for the CEA since 2016, first as Enterprise Risk and Strategic Advisor
before becoming Chief Catastrophe Response and Resiliency Officer in June 2020. Ms. Johnson oversees
the CEA’s disaster readiness and response capabilities in support of both CEA policyholders and the
Wildfire Fund (as defined herein). Ms. Johnson has over 30 years of experience in post-disaster recovery
planning, management and research, including an extensive background in disaster loss estimation and
catastrophe risk modeling.
Jim Lombard became Chief Administrative Officer in August 2020. Mr. Lombard has over three
decades of public service, primarily for the State of California. Prior to joining the CEA, Mr. Lombard led
or participated in strategic planning efforts for several entities and represented the State Controller on
various boards and committees. Additionally, Mr. Lombard oversaw budget developments for a number of
State departments, oversaw administrative functions and state-wide programs such as payroll and
disbursements, and coordinated efforts to create a $54 billion five-year State infrastructure plan.
Advisory Panel. The Governing Board is advised by an Advisory Panel (the “Advisory Panel”),
whose members are appointed by the Governor except as stated in this paragraph. The Advisory Panel
consists of four members who represent insurance companies licensed to transact fire insurance in
California, two of whom are appointed by the Insurance Commissioner; two licensed insurance agents, one
of whom is appointed by the Insurance Commissioner; and three members of the public not connected with
the insurance industry, at least one of whom is required to be a consumer representative. In addition, the
Speaker of the Assembly and the Chairperson of the Senate Committee on Rules each appoint one member
of the public not connected with the insurance industry. Advisory Panel members serve four-year terms and
may be reappointed. The Insurance Commissioner is a nonvoting, ex officio member of the panel.
Governing Board and Advisory Panel Compensation. The CEA reimburses Governing Board and
Advisory Panel members for their reasonable expenses incurred in attending meetings and conducting its
business. Governing Board and Advisory Panel members serve without compensation by the CEA.
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Employees and Consultants
The CEA Governing Board is authorized by the CEA Act to, without limitation, employ or contract
with any and all employees, staff and professionals the Governing Board deems necessary for the CEA’s
efficient administration or otherwise required to conduct the business of the CEA. The CEA may contract
for the services of, among others, a chief executive officer, chief operations officer, chief information
officer, chief mitigation officer, chief financial officer, chief communications officer, an operations
manager, and other professionals, and may contract for the services of reinsurance intermediaries, financial
market underwriters, modeling firms, a computer firm, an actuary, an insurance claims consultant, counsel,
financial advisor and private money managers. Other employees of the CEA may be hired through civil
service recruitments, and those employees are subject to civil service provisions. All costs for employees
and consultants are borne by the CEA and are paid from the California Earthquake Authority Fund.
Role of the Insurance Commissioner
Powers. The CEA is administered under the authority of the Insurance Commissioner. The
Insurance Commissioner’s role includes:
•

as with other California residential property insurers, the power to review, then approve or
deny, the CEA’s rates for its earthquake insurance (the net premium revenue derived from the
sale of such insurance is the primary source of funds to pay the Bonds; see “SECURITY FOR
THE BONDS – Pledged Revenue and Debt Service Deposits”);

•

the power to approve the CEA’s plan of operations, Participating Insurer assessments, and
insurance policy forms;

•

the promulgation of administrative regulations that specify procedures for ratemaking and
forms approval, define the type and quality of investments the CEA is authorized to make,
define policy coverage types and limits, set compensation rates paid to Participating Insurers,
and specify the procedures to be followed by the CEA following an earthquake (or series of
earthquakes) where the magnitude of losses make it likely that prorated or installment benefits
may be paid; and

•

the power to examine the CEA’s books and records, issue and enforce statutory stop orders,
investigate complaints and issue cease and desist orders, and impose fines and issue orders to
ensure compliance with the CEA Act and other laws and rules applicable to the CEA and the
business of insurance generally.

There are limitations in California Insurance Code Section 10089.21 of the CEA Act that restrict
the ability of the Insurance Commissioner to shut down CEA operations or interfere with the payment of
debt service on the Bonds. Among other things:
•

The Insurance Commissioner is prevented by the CEA Act from becoming (or appointing
someone else to become) the conservator, liquidator, or receiver of the CEA. The CEA Act
states that the CEA is not subject to the provisions of the California Insurance Code that permit
the Insurance Commissioner to become the conservator or liquidator of insurers or to the
provisions of the California Insurance Code that govern the conduct of conservatorship or
liquidation proceedings for insurers.

•

The CEA Act expressly prohibits the Insurance Commissioner from impeding or in any manner
interfering with the payment of debt service on bonds of the CEA.
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•

The CEA Act expressly requires the Insurance Commissioner to affirmatively take all
necessary steps to effect the payment of debt service on bonds of the CEA.

Plan of Operations. The CEA is required by the CEA Act to operate pursuant to a written plan of
operations approved by the CEA’s Governing Board and the Insurance Commissioner. If at any time the
Insurance Commissioner disapproves a plan or an amended plan submitted by the CEA Governing Board,
the Insurance Commissioner may require it to be changed and adopted as changed. The plan of operations
is required to establish in detail the policies and procedures of the CEA, including, but not limited to, its
financial operations, claims procedures, methods of premium collection, procedures consistent with
constitutional, statutory, and common law requirements for resolving grievances of applicants or
policyholders who are dissatisfied with application handling or adverse claims decisions, whether by the
CEA or by a Participating Insurer, assessment procedures, a plan for resolution of assessment disputes
between the CEA and insureds, grievances between the CEA and Participating Insurers, Participating
Insurer fees and expenses, policyholder eligibility standards and producer compensation.
Operating Expense Limitation
The CEA Act requires certain specified operating expenses of the CEA (as enumerated in Section
10089.6(d) of the CEA Act) to be capped at not more than six percent of the premium income received by
the CEA. The CEA has always complied with this limitation and expects to continue to be able to do so.
See Note 4 to the Financial Statements in APPENDIX A – “FINANCIAL STATEMENTS.”
CEA Act References to Federal Programs
The CEA Act, in California Insurance Code Section 10089.36, requires that in the event a natural
disaster program is enacted by the United States Congress, the Advisory Panel is to prepare a plan to
dissolve the CEA or conform the CEA Act with the federal program and then recommend a plan of action
to the CEA Governing Board and the Legislature; however, pursuant to Section 10089.22 of the CEA Act,
the CEA must be continued in existence for so long as any bonds of the CEA (including the Series 2021
Bonds) are outstanding.
The CEA Act, in California Insurance Code Section 10089.54, provides that in the event both the
Federal National Mortgage Association (“Fannie Mae”) and the Federal Home Loan Mortgage Corporation
(“Freddie Mac”) propose to implement policies to require earthquake insurance for single-family residential
structures (other than condominium units or townhouses) as a condition of purchasing a mortgage or trust
deed secured by that structure, it is the intent of the California Legislature that it should convene to consider
whether the CEA should continue to write new earthquake insurance policies, with or without modification,
or to cease writing new earthquake insurance policies. Section 10089.54 of the CEA Act also provides that
in the event Fannie Mae and Freddie Mac implement such policies, the CEA is required to cease writing
new earthquake insurance policies 180 days after such implementation unless a California statute is enacted
authorizing the CEA to continue writing new earthquake insurance policies. Section 10089.54 authorizes
the CEA to continue to renew its existing earthquake insurance policies even if Fannie Mae and Freddie
Mac implement such policies.
Administration of the California Wildfire Fund
In July 2019, the California Legislature passed and the Governor signed two bills (the “2019
Wildfire Legislation”) that, among other things, established the California Wildfire Fund (the “Wildfire
Fund”) for the purpose of providing a source of money to pay or reimburse eligible claims arising from a
covered wildfire caused by investor-owned utility companies that choose to participate in the Wildfire Fund.
The 2019 Wildfire Legislation designated the CEA as the interim administrator to set up and administer the
Wildfire Fund. On April 23, 2020, the California Catastrophe Response Council, the Wildfire Fund’s
oversight body created under the 2019 Wildfire Legislation, appointed the CEA as administrator for the
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Wildfire Fund. The assets in the California Earthquake Authority Fund and the Wildfire Fund are
segregated and separately managed and maintained. No CEA revenues or funds may be used to support
Wildfire Fund operations and no Wildfire Fund revenues or funds are available to support CEA operations,
including the payment of any of the Bonds. No Wildfire Fund assets are pledged or available to the payment
of any of the Bonds.
Strategic Plan
General. In establishing the CEA, the California Legislature described the CEA’s purpose as
enhancing of the availability of homeowners insurance in the State of California. This is accomplished by
enabling residential property insurers to satisfy their legal requirements to offer earthquake insurance to
residential property insurance policyholders by becoming a CEA Participating Insurer and thereby offering
a CEA earthquake insurance policy (rather than their own earthquake insurance policy). The CEA presently
insures more than 1.137 million residences (which is approximately 13% of those homes in California that
are covered by a residential fire insurance policy) and accounts for 67% of the residential earthquake
policies in force in the State. Beginning in 1999, the CEA repeatedly expanded its policy offerings beyond
the “mini-policy” in an effort to promote growth in the residential earthquake insurance market by offering
expanded coverage limits and deductible options. The number of earthquake insurance policies written by
the CEA and the dollar amount of insured exposure under those CEA policies have increased significantly
over the last ten years. In addition, recent research by the Pacific Earthquake Engineering Research Center
(“PEER”) suggests that older, unretrofitted wood-frame homes may bear greater risk of earthquake loss
than may be reflected in current third-party earthquake loss models. These homes account for approximately
10% of CEA’s premiums. See “POLICY CLAIMS – CEA’s Risk Management Philosophy” and “RISK
FACTORS – Loss-Modeling Uncertainty.” As a result of this increased exposure and expected losses, the
CEA’s modeled expected annual losses have approximately doubled and the CEA must purchase
approximately three times the amount of reinsurance and other risk transfer than it did ten years ago in
order to maintain its targeted claims-paying capacity. Further, the cost of risk transfer has increased in
recent years and may continue to do so, and the future capacity of the risk transfer and reinsurance markets
is unpredictable. See “RISK FACTORS – Risks Related to Reinsurance.”
To address these and related challenges, the CEA has engaged and continues to engage in
discussions with Participating Insurers, members of the Advisory Panel and the Governing Board to develop
a comprehensive updated strategic plan to guide its future operations (the “Strategic Plan”). The Strategic
Plan will replace the prior strategic plan that was adopted by the Governing Board in October of 2017. The
Strategic Plan is presently being developed and is subject to change and modification. Presently, the
Strategic Plan is generally comprised of short-term and long-term strategic considerations, as described
below. The purpose of the Strategic Plan is to provide options that may regulate the growth of the CEA’s
exposure and reduce the need to enact significant insurance premium rate increases. The CEA is actively
implementing certain of these options. See “ – Current Action Items” below. The CEA cannot predict the
impact on the CEA’s revenues of the actions that may be taken under the Strategic Plan. However, the CEA
expects that the implementation of any portion of the Strategic Plan will not materially adversely impact
the CEA’s current debt service coverage for its outstanding Bonds and will not materially adversely affect
its ability to pay principal of and interest on the Bonds as and when due.
[Current Action Items. On September 16, 2021, the Governing Board determined to take several
actions in accordance with various considerations included in the Strategic Plan. The objective of these
actions is to reduce the CEA’s insured exposure by, among other things, contracting the scope of enhanced
coverages the CEA has offered for the past 10 years. These actions include (i) eliminating the option of a
5% deductible for new or renewal policies, (ii) reducing the maximum coverage limit option for additional
living expenses from $100,000 to $[25,000] in new and renewal policies, (iii) reducing coverage for
contents (personal property) to a maximum of $5,000 in new and renewal policies, (iv) eliminating the
coverage option for breakables and masonry veneer in new and renewal policies, [(v) offering only limited
insurance coverage consistent with the CEA’s “mini-policy” for pre-1940s homes that have not been
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retrofitted,] and (vi) reducing maximum coverage limits for condominium Coverage A to $25,000 and
condominium Coverage E to $50,000.] [To be discussed as to timing and effect of such actions.]
Short-Term Strategic Options. Certain of the CEA’s primary short-term strategic options are
described below:
Revenue Bond Program. The CEA expects to continue to utilize revenue bonds to maintain or
increase its claims-paying capacity where such an approach is more cost effective than purchasing
additional reinsurance. See “SOURCES OF FUNDS TO PAY CLAIMS – General – Revenue Bonds
Layer.”
Reduction in Advertising and Outreach. The CEA has reduced its annual expenditures on
advertising and direct agent outreach from approximately $14 million to approximately $2 million. The
CEA expects that this may reduce the pace of the sale of new insurance policies.
Insurance Premium Rate Increases. In order to maintain compliance with the CEA’s statutory
requirement to maintain actuarially sound rates, the CEA has filed an application with the CDI seeking
regulatory approval to increase insurance premium rates by approximately 3.8% effective beginning in
2022. The CEA may seek approval for further premium rate increases over the next several years, subject
to approval of the CEA Governing Board and the CDI. See “SECURITY FOR THE BONDS – Rate
Covenant.” Furthermore, older, unretrofitted wood-frame homes, which account for approximately 10% of
CEA’s insurance premiums, may bear greater risk of earthquake loss than is reflected in current third-party
earthquake loss models and these homes may require insurance premium rate increases. See “POLICY
CLAIMS – CEA’s Risk Management Philosophy” and “RISK FACTORS – Loss-Modeling Uncertainty.”
Reduction of Coverage Options. Recent research by PEER suggests that certain homes may bear
greater risk than is reflected in current third-party earthquake loss models. See “POLICY CLAIMS – CEA’s
Risk-Management Philosophy” and “RISK FACTORS – Loss Modeling Uncertainty.” The CEA may
eliminate lower deductible options (5% and 10%) for pre-1940 unretrofitted houses. Any such reduction in
policy coverage options would be implemented over an entire renewal cycle (one year).
Medium-Term and Long-Term Strategic Options. Certain of the medium-term and long-term
strategic options available to the CEA to further manage its exposure growth are described below:
Underwriting and Exposure Management. The CEA is considering various changes to its
underwriting criteria. Potential actions include capping the amount of replacement cost coverage offered
by the CEA (the CEA is currently required to match the insured amount of the underlying homeowners
insurance policy), eliminating the CEA’s lower deductible and higher coverage insurance policy options
that were introduced in 2016, reducing policy options in high risk areas (such as the 5% and 10% deducible
options), or converting all policies to the statutorily mandated “mini-policy.” Implementation of certain of
these changes in policy coverage, such as capping replacement cost earthquake coverage at an amount lower
than the replacement cost limits of the homeowners (fire) insurance policy, would require amendments to
the CEA Act or other provisions of the California Insurance Code.
Premium Rate Increases and Changes. The CEA may be required to implement greater increases
in its insurance premium rates to meet its obligation to maintain actuarially sound rates. Such additional
rate increases may increase the CEA’s retained capital and, together with the short-term rate increases
described above, may reduce policy growth and exposure growth over time. Any future premium rate
increases or changes would be subject to approval by the CEA Governing Board and the CDI. See
“SECURITY FOR THE BONDS – Rate Covenant.” In addition, the CEA may evaluate changes to its
ratemaking approach to implement a wider range of rates and rating territories, among other rating factors.
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Adjust Claim-Paying Capacity Benchmark. Currently, the CEA’s risk-transfer strategy sets the
minimum aggregate claim-paying capacity to a 1-in-400-year return period. This means that the CEA
projects that it will have claims- paying capacity at least sufficient to pay losses that it would sustain from
a 1-in-400-year loss scenario. See “POLICY CLAIMS – CEA’s Risk-Management Philosophy.” The CEA
will evaluate the potential implications of lowering its claim -paying capacity benchmark.
Reduce Business in Certain Markets. The CEA may examine segments of its book of insurance
policies to identify types of business (e.g., coverage for condominium owners’ exposure to loss assessments
by their condo-owners association) to evaluate whether the private insurance markets (i.e., non-CEA
earthquake insurers) are able to provide comparable or superior product offerings and pricing for
consumers. If such alternatives are available, the CEA may explore opportunities to strategically reduce the
amount of those types of policies in its book of insurance. Similarly, the CEA may explore collaboration
with Participating Insurers and other market participants to identify and expand opportunities for private
market participants to better meet the earthquake insurance needs of some percentage of the population of
consumers currently served by the CEA.
Increase Reinsurance. The CEA may continue to purchase additional reinsurance to support future
growth. However, there are significant risks related to the purchase of reinsurance and the reinsurance
markets. See “RISK FACTORS – Risks Related to Reinsurance.”
COVID-19 and Related Developments
The global outbreak in early 2020 of the novel coronavirus COVID-19 (“COVID-19”), which was
declared a pandemic by the World Health Organization, has significantly affected the national capital
markets and national, state, and local economies. On March 4, 2020, the Governor declared a state of
emergency to help the State prepare and respond to the COVID-19 pandemic, and the State has since taken
actions designed to mitigate the spread of COVID-19, including the temporary closure of non-essential
businesses and indoor business operations, implementation of temporary stay-at-home orders, and the
implementation of the Blueprint for a Safer Economy (the “Blueprint”), a statewide plan for addressing the
impacts of COVID-19. On June 15, 2021, the Governor terminated the executive orders that put into place
the prior stay-at-home orders and the Blueprint, ending the vast majority of restrictions put in place since
March 2020. While several vaccinations against COVID-19 have been approved and are now being
administered, and there are various indications of economic recovery, the COVID-19 pandemic is ongoing,
including the emergence of the so-called “Delta Variant” of the COVID-19 virus, and the COVID-19
pandemic’s duration, severity and ultimate economic effects remain uncertain.
The CEA’s Business Continuity Committee is responsible for maintaining the safe and
uninterrupted operations of all of the CEA’s business and administrative activities. In March 2020, the CEA
activated its business continuity plan and took all necessary steps to ensure that CEA’s business operations
would continue uninterrupted during the COVID-19 emergency. In addition to its general business
continuity plan, the CEA implemented a COVID-19-specific business plan, which is regularly reviewed
and updated to address changes in guidance from public health officials, and state and local governments
(the “COVID-19 Plan”). The COVID-19 Plan and other actions taken by the CEA in response to COVID19 did not result in any material expenditures by the CEA and the CEA does not anticipate requiring any
material expenditures in the future related to COVID-19. Since mid-March 2020, CEA staff have been
conducting substantially all of the necessary business activities of the CEA from remote locations and
continue to operate business in compliance with State and Local health department orders and
recommendations. The CEA has not experienced any issues in carrying out all aspects of the CEA’s
business, including its financial reporting systems, internal controls, and disclosure controls and procedures.
The CEA did not experience any challenges in maintaining its operations or any impacts on its human
capital resources and productivity as a result of staff working remotely. Although the CEA has not
experienced any material impacts on its operations or expenditures, the COVID-19 Pandemic has resulted
in lower yields on U.S. Treasury securities, which has resulted in reduced investment income for the CEA.
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The CEA does not anticipate that the COVID-19 pandemic, and the actions taken by the State and Federal
governments in response thereto, will have a materially adverse effect on its ability to pay debt service on
the Series 2021 Bonds or otherwise cause the CEA to default on any material contractual or financial
obligations.
THE SERIES 2021 BONDS
Authorization
The Series 2021 Bonds are being issued pursuant to the CEA Act and under the Indenture. The
issuance of the Series 2021 Bonds has been authorized by the Governing Board of the CEA as required by
the CEA Act. The Insurance Commissioner has approved the sale of the Series 2021 Bonds.
Book-Entry Form and Denominations
Beneficial interests in the Series 2021 Bonds may be purchased in book-entry form only, in
denominations of $5,000 or any integral multiple thereof. See APPENDIX D – “BOOK-ENTRY SYSTEM
AND GLOBAL CLEARANCE PROCEDURES.” For information on minimum unit sales for purchasers
outside the United States, see "INFORMATION CONCERNING OFFERING RESTRICTIONS IN
CERTAIN JURISDICTIONS OUTSIDE THE UNITED STATES."
General Terms
The Series 2021 Bonds will mature on the dates specified on the inside cover page of this Official
Statement. The Series 2021 Bonds will bear interest from their date of delivery at the rates per annum shown
on the inside cover page of this Official Statement. Interest on the Series 2021 Bonds will be calculated on
the basis of a 360-day year comprising twelve 30-day months. Interest on the Series 2021A Bonds is payable
on the maturity date of the Series 2021A Bonds. Interest on the Series 2021B Bonds is payable semiannually
on January 1 and July 1 of each year, commencing on January 1, 2022. The record date for interest payments
is the close of business on the Business Day prior to the applicable interest payment date. Interest will be
paid to The Depository Trust Company, New York, New York (“DTC”), the registered owner of and
securities depository for the Series 2021 Bonds, by wire transfer on the interest payment date of
immediately available funds. Disbursement of principal and interest payments is the responsibility of DTC.
Beneficial interests in the Bonds may be held through DTC, Clearstream Banking, S.A (“Clearstream
Banking”) or Euroclear Bank S.A./N.V. (“Euroclear”) as operator of the Euroclear System, directly as a
participant or indirectly through organizations that are participants in such system. See APPENDIX D –
“BOOK-ENTRY SYSTEM AND GLOBAL CLEARANCE PROCEDURES.”
In any case where the date fixed for the payment of interest or redemption premium, if any, on or
principal of the Series 2021 Bonds on any interest payment date or maturity date or redemption date is not
a Business Day, then payment of such interest, premium or principal will not be made on such date but will
be made on the next Business Day (and no interest will accrue or be payable on account of any such delay).
Redemption
No Redemption of the Series 2021A Bonds. The Series 2021A Bonds are not subject to optional
or mandatory redemption prior to their stated maturity date.
Optional Redemption of the Series 2021B Bonds. The Series 2021B Bonds will be subject to
optional redemption prior to their respective stated maturity dates, at the option of the CEA, in whole or in
part, on any date in such order of maturity as may be designated by the CEA and on a pro rata pass-through


Preliminary, subject to change.
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distribution of principal basis within any maturity, from any source of available funds, upon mailed notice
as provided in the Indenture and described herein, at a redemption price equal to the greater of (1) the issue
price of 100% of the principal amount of the Series 2021B Bonds to be redeemed; or (2) the sum of the
present value of the remaining scheduled payments of principal and interest to the maturity date of the
Series 2021B Bonds to be redeemed, not including any portion of those payments of interest accrued and
unpaid as of the date on which the Series 2021B Bonds are to be redeemed, discounted to the date on which
the Series 2021B Bonds are to be redeemed on a semi-annual basis, assuming a 360-day year consisting of
twelve 30-day months, at the Treasury Rate, plus __ basis points; plus, in each case, accrued interest on the
Series 2021B Bonds to be redeemed to the redemption date. “Treasury Rate” is defined in the Indenture to
mean, with respect to any redemption date for a particular Series 2021B Bond, the yield to maturity as of
such redemption date of United States Treasury securities with a constant maturity (as compiled and
published in the most recent Federal Reserve Statistical Release H.15 (519) that has become publicly
available on a date selected by the CEA that is at least two Business Days, but not more than 45 calendar
days, prior to the redemption date (excluding inflation indexed securities) (or, if such Statistical Release is
no longer published, any publicly available source of similar market data)) most nearly equal to the period
from the redemption date to the maturity date of the Series 2021B Bond to be redeemed; provided, however,
that if the period from the redemption date to such maturity date is less than one year, the weekly average
yield on actually traded United States Treasury securities adjusted to a constant maturity of one year will
be used.
Pro Rata Redemption of the Series 2021B Bonds. If less than all of the Series 2021B Bonds of a
maturity are to be redeemed prior to maturity as described above, and if the Series 2021B Bonds are
registered in book-entry only form and so long as DTC is the sole registered owner of the Series 2021B
Bonds, the particular Series 2021B Bonds shall be redeemed on a “Pro-Rata Pass-Through Distribution of
Principal” basis in accordance with DTC’s procedures, provided further, that such redemption is made in
accordance with the operational arrangements of DTC then in effect. The Underwriters of the Series 2021B
Bonds have advised the CEA that the Series 2021B Bonds will be made eligible for partial redemption to
be treated by DTC in accordance with its rules and procedures, as a “pro rata pass-through distribution of
principal.” The Trustee will send notice to DTC in accordance with such rules and procedures to effect a
pro rata reduction of principal of all applicable Series 2021B Bonds to accomplish the optional redemption
described above through a pass-through distribution of principal. In connection with each such redemption,
the Trustee will include in the written notice of redemption described above the dollar amount per $1,000
principal amount payable on account of principal and accrued interest to effect a pro rata reduction through
a pass-through distribution of principal on the related redemption date. DTC will be responsible for
distributing the principal and accrued interest among its direct participants, as applicable, pro rata in
accordance with its rules and procedures for a pro rata pass-through distribution of principal based upon
the beneficial interest in the Series 2021B Bonds being redeemed that DTC records list as owned by each
DTC direct participant as of the record date for such payment. Any failure of the Trustee to make such
selection or of DTC or its participants or any other intermediary, to make such selection or proportional
allocation, for whatever reason, will not affect the sufficiency or the validity of the redemption of the Series
2021B Bonds. None of the CEA, the Trustee or the Underwriters can provide any assurance that DTC, DTC
participants or other intermediaries will allocate the principal and interest payments on this basis. If DTC’s
operational arrangements do not allow for allocation of such redemption payments on a pro rata passthrough distribution of principal basis, the portion of the Series 2021B Bonds to be redeemed on such dates
will be selected in accordance with DTC’s then existing procedures and may be by lot. If the Series 2021B
Bonds are not then in book-entry form at the time of such redemption, on each redemption date, the Trustee
shall select the Series 2021B Bonds for redemption pro rata within a maturity. The Trustee will select such
portions of Series 2021B Bonds to be redeemed in such manner as the Trustee may deem to be fair and
appropriate See APPENDIX D – “BOOK-ENTRY SYSTEM AND GLOBAL CLEARANCE
PROCEDURES.”
Notice of Redemption. Subject to DTC’s then existing procedures (so long as the Series 2021B
Bonds are held in book-entry form), notice of redemption will be mailed by first-class mail or sent by
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Electronic Means (meaning by telecopy, facsimile transmission, e-mail transmission or other similar
electronic means of communication providing evidence of transmission, including telephonic
communication confirmed by any other method set forth above and including any other communications
method acceptable to the parties giving and receiving such notice) by the Trustee, not less than 20 days and
not more than 60 days prior to the redemption date, to the respective Holders of any Series 2021B Bonds
designated for redemption at their addresses appearing on the bond registration books of the Trustee. Each
notice of redemption will state the date of such notice, the date of delivery of the Series 2021B Bonds, the
date fixed for redemption, the redemption price, the place or places of redemption (including the name and
appropriate address or addresses of the Trustee) the maturity, CUSIP numbers, if any, and the respective
portions of the principal amount thereof to be redeemed. Each such notice will also state that on said date
there will become due and payable on each of said Series 2021B Bonds the specified portion of the principal
amount thereof to be redeemed, together with interest accrued thereon to the redemption date, and that from
and after such redemption date interest thereon shall cease to accrue on such principal portion. Notices of
redemption given as described above are effective whether the notice is actually received and whether any
DTC procedures for giving notice are complied with. See APPENDIX D – “BOOK-ENTRY SYSTEM
AND GLOBAL CLEARANCE PROCEDURES.”
Defeasance of Series 2021 Bonds
Defeasance of any Series 2021 Bond may result in a reissuance of the Series 2021 Bond for federal
tax purposes, in which event a holder will recognize taxable gain or loss equal to the difference between
the amount realized from the sale, exchange or retirement (less any accrued qualified stated interest, which
will be taxable as such) and the holder’s adjusted tax basis in the Series 2021 Bond. See “TAX MATTERS.”
DEBT SERVICE SCHEDULE
The tables below set forth the annual debt service requirements for the Series 2021 Bonds.
Series 2021A Bonds Debt Service
Period Ending

Principal
$

Interest
$

Debt Service
$

Annual Debt
Service

Series 2021B Bonds Debt Service
Period Ending

Total

Principal
$

Interest
$

$

$

Debt Service
$

$

Annual Debt
Service
$

$
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SECURITY FOR THE BONDS
Pledged Revenue and Debt Service Deposits
The Series 2021 Bonds, the Series 2020B Bonds and any Additional Bonds are secured by and
payable from Pledged Revenue and Debt Service Deposits. “Pledged Revenue” means all income and
receipts of the CEA derived from (i) Pledged Policyholder Premiums, and (ii) interest and other income
from investment of money in any fund or account held by the Trustee for the payment of principal of or
interest or premiums on Bonds.
•

“Pledged Policyholder Premiums” means premiums for policies of basic residential earthquake
insurance net of deductions from gross premiums by Participating Insurers for (i) producer
commissions and production costs of the Participating Insurer authorized by the CEA, and (ii)
non-claims-related operating costs (including policy issuance, premium collection, accounting,
statistical, data-processing, and records-keeping services) of the Participating Insurer
authorized by the CEA. See “Policyholder Premiums” below for a five-year history of Pledged
Policyholder Premiums.

•

The Indenture establishes funds and accounts for the payment of debt service on Bonds. Interest
and other income from the investment of money in those funds and accounts are pledged to the
payment of debt service on the Bonds. These funds and accounts are described below under
“Accounts and Flow of Funds Under the Indenture.”

The CEA’s obligation to pay debt service on the Bonds is limited to these sources of revenue that
constitute Pledged Revenue. No other CEA revenue is Pledged Revenue. For example, all payments to the
CEA from reinsurers, whether paid to the CEA or due the CEA but retained by a reinsurer pursuant to a
right of offset in a reinsurance contract with the CEA, do not constitute Pledged Revenue. Similarly,
payments to the CEA from its Participating Insurers as capital contributions or assessments do not constitute
Pledged Revenue.
The CEA may transfer, but is not required to transfer, funds held in the California Earthquake
Authority Fund to the Trustee in the manner, in the amounts, and at the times set forth in the Indenture as
described below, or as established in a Supplemental Indenture (as defined in the Indenture) for a Series of
Bonds, to pay the scheduled principal of (including any mandatory sinking fund payments) and interest on
all of the Outstanding (as defined in the Summary of the Indenture attached hereto as Appendix B) Bonds
issued pursuant to the Indenture, including the Series 2021 Bonds, the Series 2020B Bonds and any
Additional Bonds (each transfer so made, a “Debt Service Deposit” and collectively, the “Debt Service
Deposits”). Debt Service Deposits shall be deposited by the Trustee in the Revenue Fund on the date of
receipt or, if the date of receipt is not a Business Day, on the next Business Day.
If the CEA does not transfer the full amount of a Debt Service Deposit pursuant to the Indenture
by the time set forth in the Indenture, or in the related Supplemental Indenture, the portion of Statutory
Revenue (as defined herein) constituting Pledged Revenue that is received by the Trustee on the following
day and each day thereafter will be deposited each day into the Revenue Fund, such deposits to continue
only in an amount and to the extent necessary to fund the accounts in the Revenue Fund to the amounts that
would have been held therein if Debt Service Deposits had been made in full when scheduled.
Pursuant to the Indenture the CEA may transfer on or before the 15th day of each calendar month,
but is not required to transfer, Debt Service Deposits in the amounts determined as described in the
following paragraphs to the Trustee for deposit in the Revenue Fund. If the amount of any Debt Service
Deposit for a calendar month is less than the amount calculated as described below, or such amount as may
be required in a Supplemental Indenture, or if no Debt Service Deposit is made for that calendar month, the
Trustee shall transfer such difference from Pledged Revenue received by it after the 15th day of that month
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pursuant to the Indenture as described in the immediately preceding paragraph, provided, however, the
CEA may, at its option, on any date transfer funds in the amount of such shortfall or any remaining portion
thereof to the Trustee for deposit in the Revenue Fund. The Indenture provides that Pledged Revenue
transferred to the Revenue Fund and Debt Service Deposits shall not be used other than as specified in the
Indenture for any other purpose while any of the Bonds remain Outstanding.
Except as otherwise provided in a Supplemental Indenture, in each calendar month the portion of
a Debt Service Deposit allocable to interest on the Bonds shall be equal to the sum of (i) with respect to
interest on Bonds that have been Outstanding (as defined in the Indenture) more than six months, one-sixth
of the amount of interest due and payable on such Outstanding Bonds on the next ensuing interest payment
date of January 1 or July 1, as applicable, and (ii) with respect to interest on each Series of Bonds that has
been Outstanding less than six months, an amount equal to the amount of interest due and payable on such
Series of Bonds on the next ensuing interest payment date of January 1 or July 1, as applicable, divided by
the number of months preceding such interest payment date that such Bonds of a Series have been
Outstanding, less, in each month, the amount of interest earnings, if any, deposited in the Interest Account
in accordance with the Indenture. Accordingly, the initial Debt Service Deposit for the Series 2021B Bonds
is scheduled to be on or before November 15, 2021 and the interest component thereof is equal to the prorata amount of interest on the Series 2021B Bonds due on January 1, 2022.
The CEA will make a Debt Service Deposit from its Available Capital in an amount equal to
the principal of and interest on the Series 2021A Bonds that is due and payable on the maturity date
of the Series 2021A Bonds concurrently with the issuance of the Series 2021A Bonds. By pledging
Available Capital for the repayment of principal for the Series 2021A Bonds, the CEA is able to
maintain its Available Capital below $6 billion (as calculated in accordance with California Insurance
Code Section 10033(a)) for 2021 and therefore maintain the full amount of the 2nd IAL (as defined
herein). See “SOURCES OF FUNDS TO PAY CLAIMS – General – Industry-Assessment Layer.”
Except as otherwise provided in a Supplemental Indenture (see the immediately succeeding
paragraph with respect to the Series 2021A Bonds), in each calendar month, the portion of a Debt Service
Deposit allocable to the principal of the Bonds shall be equal to the sum of (i) with respect to the principal
of Bonds that have been Outstanding more than twelve months, one-twelfth of the amount of principal
becoming due and payable on such Outstanding Bonds (including any mandatory sinking fund payments)
on the next ensuing July 1, and (ii) with respect to the principal of each Series of Bonds that has been
Outstanding less than twelve months, an amount equal to the amount of principal due and payable on such
Series of Bonds on the next ensuing July 1, if any, divided by the number of months preceding such July 1
that such Bonds of a Series have been Outstanding.
The provisions of the Fourth Supplemental Indenture provide that with respect to the Series 2021B
Bonds and commencing with the Debt Service Deposit, if any, scheduled for July 2022, the portion of a
Debt Service Deposit allocable to the principal of the Series 2021B Bonds in each calendar month shall be
equal to the sum of one-twelfth of the amount of principal becoming due and payable on such Outstanding
Series 2021B Bonds on the next ensuing July 1.
For the Series 2021A Bonds and any other Series of Bonds for which the related Supplemental
Indenture provides for a Debt Service Deposit to be transferred to the Trustee on the date of issuance of
such Bonds in the full amount of the principal of and interest on such Series of Bonds when due and payable,
the provisions of the Indenture described above with respect to monthly Debt Service Deposits are not
applicable.
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The amount of policyholder premiums collected each month since January 2017, and the amount of policyholder premiums projected by the CEA
to be collected each month through June 2023, are set forth in the table below. The table also shows the weekly amount collected and projected to be
collected. For information related to the scheduled timing and amounts of Debt Service Deposits, see “DEBT SERVICE SCHEDULE” herein.
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Accounts and Flow of Funds Under the Indenture
All Statutory Revenue of the CEA is required by the CEA Act to be paid to a trustee. The Trustee
under the Indenture will serve as the trustee under the CEA Act and will receive all Statutory Revenue of
the CEA. “Statutory Revenue” means all income and receipts of the CEA, including, but not limited to,
income and receipts derived from premiums, bond purchase agreements, capital contributions by insurers,
grants and all interest or other income from investment of money in any fund or account of the CEA
established for the payment of principal or interest, or premiums on bonds, including reserve funds.
Payments from reinsurers, whether paid to the CEA or due the CEA but retained by a reinsurer pursuant to
a right of offset in a reinsurance contract with the CEA, assessments levied on insurers and surcharges
applied to CEA earthquake policyholders are not Statutory Revenue.
The Indenture defines the portion of Statutory Revenue that constitutes security for the Bonds as
“Pledged Revenue.”
On each Business Day the Trustee will transfer all Statutory Revenue held by it to the CEA for
deposit in the California Earthquake Authority Fund (described below), except the Trustee may be required
to retain Pledged Revenue for deposit in the Revenue Fund as described under “Pledged Revenue and Debt
Service Deposits” above. Pledged Revenue in excess of the amounts required to make up any deficiency
in Debt Service Deposits by the CEA will not be transferred to the Revenue Fund but will be disbursed free
of trust to the CEA for deposit in the California Earthquake Authority Fund. Amounts deposited in the
Revenue Fund will be allocated to accounts within the Revenue Fund, including the Interest Account and
the Principal Account (including the related Interest Subaccounts and Principal Subaccounts that secure a
Series of Bonds) to be used to pay principal of and interest on Bonds. Concurrently with the issuance of the
Series 2021A Bonds, the CEA will make a Debt Service Deposit from its Available Capital in an amount
equal to the principal of and interest on the Series 2021A Bonds that is due and payable on the maturity
date of the Series 2021A Bonds. Amounts deposited into the Interest Subaccount and the Principal
Subaccount for the Series 2021A Bonds will be invested in Government Obligations and will only be
available to pay the principal of and interest on the Series 2021A Bonds as and when due.
California Earthquake Authority Fund; Claims-Paying Accounts
The CEA Act created the California Earthquake Authority Fund. The California Earthquake
Authority Fund is held by the CEA and not the Trustee, and amounts in the California Earthquake Authority
Fund are not pledged to secure the Bonds but are expected by the CEA to be used to make Debt Service
Deposits. Under the CEA Act, the California Earthquake Authority Fund is administered by the Insurance
Commissioner, subject to the direction of the Governing Board of the CEA, and disbursed by the CEA’s
staff, to pay the CEA’s costs under the CEA Act, including but not limited to, premiums payable by the
CEA under contracts of reinsurance, policyholder claims and claim expenses, and operating and other
expenses of the CEA.
The CEA has established an account (the “Claims-Paying Account”) within the California
Earthquake Authority Fund. The CEA shall establish one or more Claims-Paying Accounts for each series
of revenue bonds issued by the CEA. The proceeds of the Series 2021 Bonds will be deposited in the
Claims-Paying Account for the Series 2021 Bonds. See “SOURCES OF FUNDS TO PAY CLAIMS.” The
amounts in the Claims-Paying Accounts are not pledged to the payment of the Bonds.
Rate Covenant
In the Indenture, the CEA has covenanted that during each of its fiscal years it will review its
premium rate structure for its policies of basic residential earthquake insurance and confirm that it has
established, or it will endeavor to establish, rates sufficient to make certain that it can and will collect
Pledged Revenue adequate to meet all of its obligations, including the deposit of amounts required by the
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Indenture to be deposited in that fiscal year in the Interest Subaccount, the Principal Subaccount and the
Rebate Fund for each Series of Bonds. However, the CEA may exclude from its determination of amounts
required and permitted by the Indenture to be deposited in that fiscal year in the Interest Account and
Principal Account the principal of and interest on any Series of Bonds that (i) will mature in the same fiscal
year in which they are issued and (ii) at the time of their issuance, the CEA will have transferred to the
Trustee a Debt Service Deposit in an amount sufficient to pay in full when due the interest on and principal
of such Series of Bonds.
By law, all rates for CEA insurance premiums must be actuarially sound and must be based on the
best available scientific information for assessing the risk of earthquake frequency, severity, and loss. Rates
must be approved by the CEA Governing Board, and then must be submitted to and approved by the
Insurance Commissioner before implementation. In order to establish or change any rate, the CEA is
required to file a rate application with the Insurance Commissioner. The rate application includes a rate
structure recommended by the CEA staff, in consultation with the CEA’s Chief Risk and Actuarial Officer,
and is approved by the CEA Governing Board before filing. After the Insurance Commissioner gives
required public notice of the rate application, the Insurance Commissioner may conduct a hearing on the
application, and in specified circumstances, must conduct a hearing; hearings are conducted before an
administrative law judge, who proposes a decision for adoption or other action by the Insurance
Commissioner. The decision following such hearings is subject to judicial review. Although rate hearings
are not necessarily lengthy, a protracted rate hearing may occur for any given rate application before the
rates may be established or changed.
The CEA’s rates are determined by the location of the dwelling, type of dwelling, and for singlefamily residences, the number of stories, foundation type, roof type and age and type of construction.
Though rates for any given geographical area of the State may have increased or decreased over time as
geological or other risk factors have become better understood, the CEA’s statewide average rates have
generally decreased since it began issuing policies. The most recent approved rate filing resulted in an
statewide average rate decrease of 1.7% for three consecutive years, beginning July 1, 2019 and ending
July 1, 2021 (although certain areas of the State experienced significant rate increases over this same
period). The CEA has filed an application with the CDI to increase its insurance premiums by
approximately 3.8% effective in 2022, and may implement further increase its premiums, subject to
approval of the CEA Governing Board and the Insurance Commissioner. See “CALIFORNIA
EARTHQUAKE AUTHORITY – Strategic Plan.”
Procedure. The procedure the CEA intends to follow in order to comply with the Indenture’s rate
covenant will include the following:
•

Based on catastrophe loss model output and analysis by the CEA’s Chief Risk and Actuarial
Officer, the CEA will determine whether a rate change (or on occasion, a new rating plan) is
advisable or necessary.

•

The CEA Rate Subcommittee of the Advisory Panel, in public meetings, will be asked to
analyze the proposed new rate and report its recommendations to the full Advisory Panel; the
Advisory Panel will be asked to vote (also in a public meeting) whether to recommend the new
rates to the CEA Governing Board. The CEA Act requires the CEA to submit condominium
loss assessment coverage rates to the Advisory Panel for approval before submission of the
rates to the CEA Governing Board; rates for other categories of CEA earthquake insurance
need not be approved by the Panel before submission to the CEA Governing Board.

•

The CEA Governing Board, after hearing from CEA staff and Advisory Panel and other
interested parties, including the public, will vote whether to approve the new rates and direct
CEA staff to file the Board-approved rates to the CDI for consideration and approval by the
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Insurance Commissioner. Although the Insurance Commissioner is a non-voting member of
the Advisory Panel and a voting member of the Governing Board, he or she has an independent
duty as regulator to examine CEA rates.
•

Upon receipt by the CDI, the application is handled according to the law and regulations
addressing CEA rates (see California Insurance Code Section 10089.40 and the administrative
regulations adopted by the Insurance Commissioner under that law, California Code of
Regulations Sections 2697-2697.9). The time required for a rate application to pass through the
CDI varies, depending on many factors, including the degree of public participation or
intervention and the steps required by law or mandated by the Insurance Commissioner for a
particular rate application.

•

Rate Hearings. Once the CEA Governing Board approves filing a new rate application with
the CDI, a hearing can be ordered by the Insurance Commissioner, either on his or her own
decision or, under certain circumstances, upon a request from a member of the public, to
evaluate the rate application. Although there is always a possibility that a rate hearing may be
ordered whenever any rate application is filed, such rate hearings have rarely been ordered in
the past and CEA rate applications are usually approved without a rate hearing being ordered.
The Insurance Commissioner may approve the rate plan as submitted by the CEA or may
approve it subject to certain modifications or revisions.
Rate hearings, if any, are held before administrative law judges (“ALJs”) employed by the CDI.
The Insurance Commissioner has adopted administrative regulations that pertain to CEA rates
and regulations that provide procedural rules for conducting a rate hearing (see California Code
of Regulations Section 2697.3).
The duration and complexity of any rate hearing depends on the nature of the issues presented
and the level of interest from the Department of Insurance and the public in those issues. The
public can be an important factor in rate hearings, because the CEA Act encourages public
participation by requiring rate applicants to pay the expert and advocacy fees of members of
the public who formally “intervene” in a rate hearing (see California Insurance Code Section
10089.11(c)).
At the conclusion of the hearing, the ALJ renders a written proposed decision to the Insurance
Commissioner, who makes the final decision. The Insurance Commissioner can accept the
decision, return it to the ALJ and require further proceedings, or substitute a different decision.
The final decision is subject to judicial review.

Any resulting CEA rate changes will be implemented on an orderly basis, and on a uniform date
for all new and renewal business and for all Participating Insurers, with the assistance of the Participating
Insurers.
Exemption from Payment of State Insurance Premium Tax
The CEA and other California insurers are required to collect State insurance premium taxes along
with the premiums charged to its policyholders. Under the CEA Act, however, the CEA is exempt from
remitting to the State those taxes that it collects, and the amount of tax foregone by the State is considered
a contribution by the State and its citizens to the capital and operating revenue of the CEA.
Non-impairment Covenant
The State has pledged in the CEA Act in California Insurance Code Section 10089.49 not to limit,
alter or restrict the rights vested in the CEA to fulfill the pledge of Pledged Revenue or any other terms of
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the Indenture and not to in any way impair the rights or remedies of the holders of the Bonds. See “RISK
FACTORS – State Legislation or Action” for a discussion of the scope of protection of Bondholders
afforded by this provision. The CEA Act provides (in California Insurance Code Section 10089.43) that
upon any termination of the CEA by the Legislature, the CEA’s remaining funds shall be transferred to the
State’s General Fund (unless otherwise directed by the Legislature). No such termination or transfer could
occur under existing law while Bonds are outstanding, because the CEA Act provides that the CEA shall
be continued in existence for so long as any bonds of the CEA (including the Bonds) are outstanding.
Accordingly, the CEA covenants in the Indenture that upon termination of the CEA by the Legislature, all
funds held in the California Earthquake Authority Fund shall be applied to the payment in full of all of the
Bonds after provision is made for the payment of earthquake losses from the California Earthquake
Authority Fund and before any other transfer or disposition of the CEA’s funds pursuant to California
Insurance Code Section 10089.43 of the CEA Act.
Policyholder Premiums
The following table shows the CEA’s historical and projected policy count and total written
premiums for the years 2015 through 2024. In 2016, the CEA implemented a rate and form filing that
resulted in a 10% statewide average rate decrease in its policy premiums. This may be one of several factors
that caused an increase in policy sales thereafter.
California Earthquake Authority
Historical and Projected Policy Count and Total Written Premium

Source: California Earthquake Authority.

The Bonds are secured in part by Pledged Policyholder Premiums as described under “SECURITY
FOR THE BONDS – Pledged Revenue and Debt Service Deposits”. “Pledged Policyholder Premiums”
means premiums for policies of basic residential earthquake insurance net of deductions from gross
premiums by Participating Insurers for (i) producer commissions and production costs of the Participating
Insurer authorized by the CEA, and (ii) non-claims-related operating costs (including policy issuance,
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premium collection, accounting, statistical, data-processing, and records-keeping services) of the
Participating Insurer authorized by the CEA. The CEA projects pledged revenue available for debt service
of approximately $785 million net of costs of Participating Insurers for 2021 by December 31, 2021.
The following table reports Policyholder Premiums for the five calendar years ended December 31,
2020 and for the seven month period ended July 31, 2021.
Policyholder Premiums
(dollars in millions)

Policyholder Premiums...................

2016
$619

2017
$707

2018
$778

2019
$817

2020
$845

July 31,
2021
$542

Source: California Earthquake Authority Audited Financial Statements for 2016 through 2020; California Earthquake Authority
for July 2021.

Limitations on Issuance of Additional Bonds
The CEA Act permits the CEA to issue bonds, notes, commercial paper, variable rate securities
and any other evidences of indebtedness (collectively called “bonds”). No bonds may be issued, however,
that have a claim on Pledged Revenue or Debt Service Deposits that has priority over the Bonds issued
under the Indenture, and no bonds may be issued that have a claim on Pledged Revenue or Debt Service
Deposits that is on a parity with the Series 2021 Bonds and the Series 2020B Bonds except as permitted
under the Indenture.
In addition, the Indenture requires the CEA to demonstrate compliance with the “additional bonds
requirements” of the Indenture before the CEA may issue any Bonds in addition to the Series 2021 Bonds.
For any Bonds that are not refunding bonds, those requirements include the following:
1.

At least one of the following is accurate concurrently with the issuance of the Additional
Bonds: (a) the ratio of Pledged Revenue for its most recently ended fiscal year to Maximum
Annual Debt Service on the Bonds (calculated in accordance with the definition of that
term in the Indenture), as of the date of sale of, and including such additional bonds, will
not be less than 3:1; (b) the ratios of (i) projected Pledged Revenue for the current fiscal
year and projected Pledged Revenue for the next fiscal year (including in such projected
Pledged Revenue for each such fiscal year amounts projected to be received from any
adopted policyholder rate increases) to (ii) Maximum Annual Debt Service on the Bonds,
calculated as of the date of sale of, and including such additional Bonds, will not be less
than 3:1 for each such fiscal year; or (c) such Series of Bonds will mature in the same fiscal
year in which they are issued and concurrently with their issuance the CEA will transfer a
Debt Service Deposit to the Trustee in an amount sufficient to pay in full when due the
principal of and interest on such Series of Bonds, with such amount to be deposited into
the applicable Interest Subaccount and Principal Subaccount for such Series of Bonds in
accordance with the related Supplemental Indenture (see “SECURITY FOR THE BONDS
– Pledged Revenue and Debt Service Deposits”).

2.

With respect to any Series of Bonds with a maturity date of later than 12 months from its
issuance date, interest shall be payable on January 1 and July 1 and principal shall be
payable on January 1 or July 1 of each year of the term of that Series of Bonds.

While the Series 2020B Bonds and the Series 2021B Bonds are Outstanding, Debt Service Deposits
with respect to the additional bonds must be made in the same manner and at the same times as Debt Service
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Deposits are made with respect to the Series 2020B Bonds and the Series 2021B Bonds; provided, however,
that this requirement does not apply to any Bonds issued pursuant to the “additional bonds requirements”
described in paragraph 1(c) above.
The CEA may issue (a) other bonds that are secured by Pledged Revenue but subordinate in right
of payment to Bonds issued under the Indenture, (b) other bonds that are not secured by Pledged Revenue
(i.e. obligations payable from surcharges imposed on CEA policyholders) and (c) refunding Bonds if the
applicable “additional bonds requirements” of the Indenture are satisfied. See “SOURCES OF FUNDS TO
PAY CLAIMS – General – Policyholders Surcharge Layer” and APPENDIX B – “SUMMARY OF THE
INDENTURE.”
Investment of Funds
Amounts deposited into the Interest Subaccount and the Principal Subaccount for the Series 2021A
Bonds and will be invested in Government Obligations. The CEA intends for the Debt Service Deposit for
the Series 2021A Bonds to be invested by the Trustee in United States Treasury Money Market Funds for
the payment of principal of and interest on the Series 2021A Bonds at maturity. The pledge of Available
Capital for the repayment of the principal of the Series 2021A Bonds will allow the CEA to maintain its
Available Capital balance at an amount (calculated in accordance with California Insurance Code section
10089.33(a)) not in excess of $6 billion for 2021 and prevent a reduction of the amount the CEA can recover
under the 2nd IAL (as defined herein). Amounts deposited into the Interest Subaccount and the Principal
Subaccount for the Series 2021B Bonds and will be invested in Permitted Investments. Moneys held by the
CEA and other moneys held by the Trustee under the Indenture are to be invested in Permitted Investments
in accordance with written instructions from the CEA. “Government Obligations” are defined in the
Indenture to include (a) direct obligations of the United States of America for the payment of which the full
faith and credit of the United States of America is pledged, (b) obligations issued by a Person (as defined
in the Indenture) controlled or supervised by and acting as an instrumentality of the United States of
America, the payment of the principal of, premium, if any, and interest on which is fully guaranteed as a
full faith and credit obligation of the United States of America and (c) obligations that as to principal and
interest are unconditionally guaranteed by the United States of America (including any securities described
in (a), (b) or (c) issued or held in book-entry form on the books of the Department of the Treasury of the
United States of America), which obligations, in either case, are not subject to redemption prior to maturity
at less than par at the option of anyone other than the holder. “Permitted Investments” are limited to
securities eligible for the investment of State of California funds pursuant to California Government Code
Section 16430 and any further limitations for investment set by the CEA Governing Board from time to
time. Under the Indenture, absent specific instructions from an Authorized Representative to invest cash
balances in Permitted Investments, the Trustee will to the extent practicable, invest cash balances in money
market funds composed of, or secured by, direct obligations of the United States of America for the payment
of which the full faith and credit of the United States of America is pledged that constitute Permitted
Investments. The financial statements included in APPENDIX A report the CEA’s net investment income.
See APPENDIX A – “FINANCIAL STATEMENTS.”
The CEA’s investment goals and objectives, in order of priority, are (1) safety and preservation of
principal; (2) liquidity, so that claims can be paid in a timely manner; and (3) competitive returns (yield).
In order to accomplish these goals and objectives, the CEA’s portfolio is managed such that (i) the portfolio
contains a sufficient number and diversity of marketable investments to allow a reasonable portion of the
portfolio to be readily converted to cash at a price close to amortized cost; (ii) the CEA’s usual cash need
can be met; and (iii) maximum return is realized consistent with the principles of prudent investment
expressed in the CEA’s investment guidelines. The CEA’s investment guidelines were most recently
modified on June 10, 2021.
The CEA’s investment guidelines provide that the “CEA Portfolio” for purposes of the CEA’s
investment guidelines consists of the following funds: (i) the Mitigation Fund (consists of one custody
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account, which fund mitigation-related activities); (ii) the Liquidity Fund (consists of one custody account,
which provides funds used for CEA’s operational cash-flow); (iii) the Primary Fund (consists of a number
of custody accounts, which primarily provide funds for paying CEA claims and claim expenses; (iv) the
Claims-Paying Fund (consists of a number of custody accounts, which receive the proceeds of CEA’s debt
issuances); and (v) the Reinsurance Fund (consists of one or more custody accounts, which receive
reinsurance recoverables collected after earthquake events). The CEA’s investment guidelines authorize
different types of investments for amounts held within the Mitigation Fund, Liquidity Fund, Primary Fund,
and Claims-Paying Fund, as described below:
•

Mitigation Fund: Treasury securities, federal agency securities and other agency securities,
and supranationals in each case with a maturity limit of 91 days.

•

Liquidity Fund: Treasury securities, federal agency securities and other agency securities,
supranationals, and certificates of deposit (issued by a federally or state-chartered bank or
savings and loan association, a state-licensed branch of a foreign bank, or a federally or
state-chartered credit union) in each case with a maturity limit of one year; commercial
paper with a maturity limit of 270 days; bankers acceptances (eligible for purchase by the
Federal Reserve System) with a maximum maturity of one year; long-term corporate
securities rated from at least two of three rating agencies with ratings of at least “A-” from
S&P, “A-” from Fitch, or “A3” from Moody’s (with certain other restrictions) with a
maturity limit of one year; and short-term corporate securities rated from at least two of
three rating agencies with ratings of at least “A-1” from S&P, “F-1+” from Fitch, or “P-1”
from Moody’s (with certain other restrictions) with a maturity limit of one year.

•

Primary Fund and Claims-Paying Fund: Treasury securities, federal agency securities and
other agency securities, supranationals, and certificates of deposit (issued by a federally or
state-chartered bank or savings and loan association, a state-licensed branch of a foreign
bank, or a federally or state-chartered credit union) in each case with a maturity limit of 10
years and one month; commercial paper with a maturity limit of 270 days; bankers
acceptances (eligible for purchase by the Federal Reserve System) with a maximum
maturity of one year; long-term corporate securities rated from at least two of three rating
agencies with ratings of at least “A-” from S&P, “A-” from Fitch, or “A3” from Moody’s
(with certain other restrictions) with a maturity limit of 10 years and one month; and shortterm corporate securities rated from at least two of three rating agencies with ratings of at
least “A-1” from S&P, “F-1+” from Fitch, or “P-1” from Moody’s (with certain other
restrictions) with a maturity limit of 10 years and one month.

The CEA’s investment guidelines require that the modified duration is no greater than 91 days for
the Mitigation Fund, 181 days for the Liquidity Fund, five years for the Primary Fund and six years for the
Claims-Paying Fund. Currently, the modified duration for the total portfolio is 2.14 years. As of July 31,
2021, over 95% of the CEA’s total portfolio was invested in U.S. Treasuries. The following table sets forth
the composition of the CEA’s investment portfolio as of July 31, 2021.
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California Earthquake Authority
Investment Portfolio Composition by Market Value
As of July 31, 2021
(dollars in millions)
Fund
Liquidity and Primary
Claim(s)-Paying
Mitigation
Total

U.S.
Treasuries
$5,900
1,434
12
$7,345

U.S. Agencies
$32
0
0
$32

Corporates
$285
29
0
$314

Total
$6,217
1,463
12
$7,692

Source: California Earthquake Authority.

Events of Default and Limitations on Remedies
The Indenture provides that the occurrence of any of the following is an event of default:
1.

Failure to pay when due any interest or principal on Bonds.

2.

The failure of the CEA to perform its other obligations under the Indenture in accordance
with the Indenture (after giving effect to any notice or grace period provided in the
Indenture).

Upon the occurrence of an event of default, the Trustee may, and upon the request of the beneficial
owners of not less than a majority of the outstanding principal amount of the Bonds, shall, take such action
as the Trustee deems in its sole discretion to be appropriate to require the CEA to perform its obligations
under the Indenture. Before doing so, the Trustee may require that it be indemnified against expenses and
liabilities. The Indenture does not permit the acceleration of principal of the Bonds upon the occurrence of
an event of default thereunder.
The Bonds are obligations of the CEA to the extent provided in the Indenture, payable solely from
Pledged Revenue and Debt Service Deposits. The Bonds are not a debt or liability of the State or of any
political subdivision of the State. The Bonds do not directly, indirectly, or contingently obligate the State
or any political subdivision of the State to levy or to pledge any form of taxation or to make any
appropriation for payment of the Bonds.
The CEA is required by the CEA Act to continue in existence for so long as any bonds of the CEA
(including the Bonds) are outstanding. The CEA is not authorized to become a debtor in a case under the
United States Bankruptcy Code or make an assignment for the benefit of creditors. The CEA is not
permitted by California law to have a liquidator, receiver or conservator. The CEA believes that it cannot
go out of existence other than by act of the California Legislature after all of the Bonds are no longer
outstanding.
See “RISK FACTORS” concerning risks related to the occurrence of events of default and the
reduction in or termination of the CEA’s underwriting activities.
APPLICATION OF SERIES 2021 BOND PROCEEDS
The proceeds of the Series 2021 Bonds are expected to be deposited to the Claims-Paying Account
for the Series 2021 Bonds. The Underwriters’ fees and costs of issuance incurred in connection with the
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issuance of the Series 2021 Bonds will be paid by the CEA from available funds and will not be paid from
the proceeds of the Series 2021 Bonds.
POLICIES AND PREMIUMS
Policy Issuance and Service
The CEA provides only residential earthquake insurance policies, and only of the following types:
•

Homeowners policies (insuring only individually-owned residential structures of not more than
four dwelling units, including both houses and mobilehomes);

•

Common-interest development (condominium) owners policies (insuring individual owners’
interests in individually-owned condominiums and other common-interest-development
residences); and

•

Renters policies (insuring the personal property contents of rented residential units).

See “POLICIES AND PREMIUMS – Policy Coverage and Limits.”
Under the CEA Act, the CEA is authorized to transact only basic residential earthquake insurance;
the CEA does not issue commercial property insurance or condominium association master policies, or
insure any other nonresidential risks. Administrative regulations adopted by the Insurance Commissioner
specify procedures for ratemaking and forms approval, and define permissible coverage types, deductibles
and limits.
CEA policies provide coverage only for losses directly resulting from a single peril - an earthquake
that commences during the policy period as part of a “seismic event” (i.e., a single earthquake or series of
earthquakes) that commences during the policy period. Losses caused by other perils are not covered.
Excluded perils (damages not covered) include, but are not limited to, fire, non-plumbing water damage
(flood, tsunami, rain or overflows from bodies of surface water), landslide (or other earth movement) not
directly resulting from a covered earthquake, volcanic eruption, and human-caused acts.
For policyholders who purchase a CEA policy shortly after an earthquake occurs or a series of
earthquakes commences, the CEA policies contain provisions that effectively exclude coverage not only
for claims arising from that pre-policy-period earth movement, but also for claims arising from aftershocks
or other related shocks in that series during the 15 days following the initial earth movement, even if those
subsequent shocks occur during the policy period.
Participating Insurers are prohibited by the CEA Act from writing their own earthquake policies
that provide coverage within the terms and limits of a CEA earthquake policy, though they may sell products
that supplement or augment the earthquake insurance products provided by the CEA. If a California
homeowner, condominium unit owner or renter has obtained a policy of residential property insurance from
a Participating Insurer, that policyholder is entitled to purchase a CEA earthquake insurance policy subject
only to the CEA’s limited eligibility standards. Under those eligibility standards, the policyholder is eligible
to purchase or renew a CEA earthquake insurance policy so long as the structure has no pre-existing, noncosmetic earthquake damage, and the policyholder has a companion policy of residential property insurance
issued by a Participating Insurer. Accordingly, though certain such risk factors are taken into account in
setting and calculating CEA earthquake insurance rates, the CEA does not decide whether to accept or reject
a particular risk (i.e., choose to underwrite or not) based on seismic data, property location, or soil
conditions.
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CEA policies are marketed and serviced by the Participating Insurer that writes the underlying
policy of residential property insurance. For the policies they originate, the CEA pays the Participating
Insurer ten percent of gross written premium as producer compensation, which includes compensation for
any agent commissions. Participating Insurers receive six percent of the CEA base premium for operating
costs; base premium consists of the written premium for the CEA policies received minus amounts
attributable to commissions, premium tax, risk-transfer, and other risk financing costs. As reimbursement
for loss adjustment expenses, regardless of the actual costs incurred, Participating Insurers receive nine
percent of the net amount of the claims paid to the policyholder, and are reimbursed for any costs of salvage
and subrogation recognized as loss adjustment expenses. The CEA is prohibited from renewing, and is
required to rescind or cancel, any policy for which the subject property is no longer covered by an
underlying policy of residential property insurance issued by the same Participating Insurer that sold the
CEA policy. The CEA policy does not provide coverage in the event there is no eligible, underlying policy
of residential property insurance in effect at the time of loss.
The CEA Act provides that the rights, obligations, and duties the CEA owes to its insureds are the
same as those owed by an insurer to its insured under common law, regulations, and statutes. In any claim
against the CEA based on one of its earthquake policies, the CEA Act further provides that the CEA may
be liable for any applicable damages for a breach of the implied covenant of good faith and fair dealing by
the CEA or its agents.
Policy Coverage and Limits
A CEA policy may only be issued to an applicant who has secured a companion policy of residential
property insurance issued by a Participating Insurer. A “policy of residential property insurance” is defined
in California Insurance Code Section 10087 as “a policy insuring individually owned residential structures
of not more than four dwelling units, individually owned condominium units, or individually owned
mobilehomes, and their contents, located in California and used exclusively for residential purposes or a
tenant’s policy insuring personal contents of a residential unit” located in California. The CEA does not
issue commercial property insurance, condominium association master policies, or insure any other nonresidential risks.
The CEA policy defines earthquakes that occur during a “seismic event” as “one or more
earthquakes that occur within a 360-hour period. The seismic event commences upon the initial earthquake,
and all earthquakes or aftershocks that occur within the 360 hours immediately following the initial
earthquake are considered for purposes of this policy to be part of the same seismic event.” The CEA policy
requires that the “seismic event” must commence during the policy period; it does not cover losses from
earthquakes, aftershocks or other shaking related to a seismic event that commenced before the inception
(or start) of the policy.
CEA’s Standard Homeowners Policy Coverage
The CEA offers two types of coverage for homeowners (including both site-built residential
structures and modular or mobile homes): a standard Homeowners policy and a Homeowners Choice
policy, each of which has its own premium rate structure.
The CEA’s standard Homeowners policies include coverage for all of the following:
•

Coverage A – Dwelling (and limited Coverage B – Extensions to Dwelling): the structural
coverage with a combined single limit of insurance for Coverages A and B that matches the
stated dwelling structure coverage (i.e. Coverage A – Dwelling) limit on the policyholder’s
homeowners or residential fire policy;

•

Coverage C – Personal Property coverage with limit options between $5,000 and $200,000;
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•

Coverage D – Loss of Use coverage with limit options between $1,500 and $100,000;

•

“Other Coverages” including, among other things:

•

•

Emergency repairs coverage, as a 5% sublimit of the Coverage A limit (the first $1,500 of
which is not subject to any deductible), for emergency repairs to protect the covered
property from further damage, secure the residence premises, or restore habitability of the
dwelling. The coverage will pay for removal of broken glass and to repair or replace broken
windows or other structural glass.

•

Building Code Upgrade coverage, as additional insurance with limit options between
$10,000 and $30,000, to help cover the additional costs of reconstruction to bring that
property up to local residential building code standards in effect on the date of the
earthquake.

Deductible: A policy deductible of 5%, 10%, 15%, 20%, or 25% of the Coverage A amount
applies before any structural or personal property losses are paid; loss of use coverage is not
subject to a deductible. Only structural losses, and not personal property losses, are applied to
meet the policy deductible.

Homeowner’s Choice Policy Coverage
Homeowner’s Choice Policies offer policyholders the same types of coverage categories as the
standard Homeowners policy, along with a choice in coverage and premium, allowing policyholders to
purchase only the coverages they want.
The CEA’s Homeowners Choice policy provides coverage in the following manner:
•

The option to purchase only Coverage A – Dwelling (with limited Coverage B – Extensions to
Dwelling), and an option to purchase that coverage with, in addition, Coverage C – Personal
Property or Coverage D – Loss of Use, or both. Coverage A – Dwelling (with limited Coverage
B – Extensions to Dwelling) is issued with a limit of insurance that matches the stated dwelling
structure coverage (i.e. Coverage A–Dwelling) limit on the policyholder’s homeowners or
residential fire policy. The limit options for Homeowners Choice are identical to the limit
option for the analogous coverages described above in the standard Homeowners policy;

•

Separate deductibles for Coverage A – Dwelling and Coverage C – Personal Property

•

o

A separate deductible option of 5%, 10%, 15%, 20%, or 25% for each coverage;

o

The Coverage C – Personal Property deductible is waived if the Coverage A – Dwelling
deductible is met by loss to covered structural property;

As with the standard Homeowners policy, “Other Coverages,” including coverage for
emergency repairs and building code upgrades.

Common Interest Development (Condominium) Owners Policies
CEA condominium owners policies provide three coverage packages, which may be purchased
separately or in any combination:
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•

Option One - Building Property (Coverage A) – Coverage for damage to interior structural
components and built-in fixtures, such as cabinets, built-in appliances and wall-to-wall
carpeting that are part of the policyholder’s individual residence unit. This coverage has limit
options ranging between $25,000 and $100,000, with deductible options ranging between 5%
and 25% of the applicable limit of insurance. The coverage includes an additional $10,000 in
building code upgrade coverage, to cover additional costs related to upgrades required by
residential building codes in effect at the time of the earthquake.

•

Option Two - Personal Property (Coverage C) and Loss of Use (Coverage D) – Personalproperty coverage limits begin at $5,000 and range up to $200,000, and there are deductible
options ranging between 5% and 25% of the selected limit of insurance. Personal property
debris removal coverage is included as an additional insurance (up to 5% of the limit of
insurance, but not to exceed $1,000). Loss of Use coverage has coverage limits ranging
between $1,500 and $100,000. Loss of Use coverage never has a deductible, regardless of the
limit selected.

•

Option Three - Loss Assessments (Coverage E) – Loss Assessment coverage assists in paying
for the insured’s share of certain assessments made against the insured by the condominium or
homeowners association for the purpose of repairing earthquake damage to commonly owned
parts of covered structures. Loss Assessments coverage has coverage limits ranging between
$25,000 and $100,000, depending on the level of coverage purchased by the insured. The
deductible for Loss Assessment coverage ranges between 5% and 25% of the applicable limit
of insurance, depending on the option selected by the policyholder. In the event the
condominium association chooses not to repair covered earthquake damage, and the value of
the policyholder’s interest in the condominium is impaired as a result, this insurance also covers
the loss in value of the policyholder’s interest, up to the applicable limit of insurance.

Renters Policies
Renters policies provide no coverage for structures or other real property. CEA renters policies
include both Personal Property and Loss of Use coverage.
•

Personal Property (Coverage C) – Coverage for damage to personal property with a standard
base limit of insurance of $5,000, and optional higher limits up to $200,000 for an additional
premium. There are deductible options ranging between 5% and 25% of the selected limit of
insurance; and

•

Loss of Use (Coverage D) – Coverage for additional living expense and loss of use with a
standard base limit of insurance of $1,500, and optional higher limits up to $100,000 for an
additional premium. There is no deductible regardless of limit selected.
POLICY CLAIMS

No catastrophic earthquake has occurred in California since the CEA first accepted risk on
December 1, 1996. A number of moderate earthquakes have occurred that, in the aggregate as of June 30,
2021, resulted in the CEA having handled approximately 5,000 claims and paid 551 claims totaling
approximately $10.3 million. The following table presents claim payments to policyholders as of June 30,
2021.
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Event Name
Chino
San Juan Bautista
Redding
1998 Minor Quakes
Hector Mine
1999 Minor Quakes
Napa
Ferndale
West Hollywood
2001 Minor Quakes
2002 Minor Quakes
San Simeon
Parkfield
Chatsworth
Alum Rock
Chino Hills
Calexico
2009 Minor Quakes
Ferndale
Baja California Mexico
2010 Minor Quakes
Brawley
2012 Minor Quakes
Greenville
Westwood
La Habra
American Canyon
2014 Minor Quakes
2015 Minor Quakes
2018 Minor Quakes
2019 Minor Quakes
Pleasant Hill
Searles Valley
Greater Los Angeles Area
2021 Minor Quakes
2020 Minor Quakes
Searles Valley
Lone Pine
Total

Date of
Event
1/5/1998
8/12/1998
11/26/1998
11/16/1999
9/3/2000
1/13/2001
9/9/2001
12/22/2003
9/28/2004
8/9/2007
10/30/2007
7/29/2008
12/30/2009
1/1/2010
4/4/2010
8/26/2012
5/23/2013
3/17/2014
3/28/2014
8/24/2014

10/15/2019
7/4/2019

6/3/2020
6/24/2020

Magnitude
4.3
5.3
5.2
Various
7.0
Various
5.2
5.4
4.2
Various
Various
6.4
6.0
4.5
5.6
5.4
5.9
Various
6.5
7.2
Various
5.3
Various
5.7
4.4
5.1
6.0
Various
Various
Various
Various
4.7
6.4
4.5
Various
Various
5.5
5.8

# of Paid
Claims
1
1
1
2
25
1
15
1
10
1
1
86
1
1
1
8
1
2
3
17
1
2
3
1
6
85
197
3
2
4
2
1
58
1
2
2
1
1
551

Paid Claims
$ 1,385.72
161,204.93
4,029.72
4,199.20
137,361.81
4,037.26
278,130.07
34,764.54
67,044.15
52,896.82
8,361.24
2,692,628.02
7,032.59
7,813.88
6,149.20
145,967.19
275.88
8,627.67
23,901.50
81,066.58
225,000.00
23,833.24
146,471.18
1,500.00
67,989.89
458,715.28
3,817,733.32
18,859.35
5,877.69
7,629.91
1,835.35
2,700.04
1,012,652.89
2,190.48
3,960.69
4,883.39
2,297.98
2,163.82
$9,533,172.47

Loss
Adjustment
Expense Paid
$ 124.71
13,643.13
362.67
377.93
12,362.47
363.35
25,031.71
3,128.79
6,033.94
4,760.70
752.51
242,339.74
632.93
703.24
553.42
13,089.08
24.83
776.49
2,151.13
7,296.00
2,145.00
13,182.41
135.00
6,119.09
41,284.37
343,596.00
1,697.34
529.00
686.69
165.18
243.01
91,138.73
197.14
356.46
439.48
206.82
194.74
$836,825.23

Total Paid
Losses & Loss
Adjustment
Expense
$ 1,510.43
174,848.06
4,392.39
4,577.13
149,724.28
4,400.61
303,161.78
37,893.33
73,078.09
57,657.52
9,113.75
2,934,967.76
7,665.52
8,517.12
6,702.62
159,056.27
300.71
9,404.16
26,052.63
88,362.58
225,000.00
25,978.24
159,653.59
1,635.00
74,108.98
499,999.65
4,161,329.32
20,556.69
6,406.69
8,316.60
2,000.53
2,943.05
1,103,791.62
2,387.62
4,317.15
5,322.87
2,504.80
2,358.56
$10,369,997.70

Source: California Earthquake Authority.
“Magnitude” means the Richter scale magnitude assigned by the United States Geological Survey.
“# of Paid Claims” is a numeric count of the claims that received a payment from the CEA for damage caused by a particular
earthquake.
“Paid Claims” means the total dollar amount of all claims paid by the CEA to policyholders for a particular earthquake.
“Loss Adjustment Expense Paid” is the amount paid to Participating Insurers for handling claims (9% of paid claims).
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CEA’s Risk-Management Philosophy
The CEA’s goal is to be able to pay one hundred percent of covered claims and still have sufficient
resources to continue operating as a sustainable provider of earthquake insurance. The CEA strives for both
accuracy and balance in its claim-paying structure - accuracy, from a careful consideration of modeled loss
output from the major earthquake models, and balance, both from the diversification of its claim-paying
sources and from the weighing of the tradeoff between coverage and sustainability.
In analyzing the earthquake risk in its portfolio, the CEA uses three earthquake modelers:
CoreLogic, AIR Worldwide Corporation (“AIR”), and Risk Management Solutions, Inc. (“RMS”). The
CEA continues to critically analyze each model to gain a better understanding of how any newly-published
peer-reviewed scientific findings might affect each earthquake model. The CEA’s earthquake risk in its
portfolio is modeled as of June 30 and December 31 of each year. The model outputs are used to determine
the CEA’s claim-paying capacity. Since June 30, 2018, the CEA’s loss curve used for determining its risk
transfer needs has been based on an equal weighting (33.33%) for each of the three modelers.
In December 2019, the CEA Governing Board approved a risk-transfer strategy that set the
minimum and maximum aggregate claim-paying capacity to 1-in-400 and 1-in-550 year return periods.
This means that the CEA projects that it will have claims-payment sources at least sufficient to pay losses
that it would sustain from an event or series of events equivalent to a 1-in-400-year annual loss level. These
are projections and actual results may differ substantially. As part of the CEA’s Strategic Plan, the CEA
may determine to lower the minimum claim-paying benchmark in order to reduce its required claim-paying
capacity. See “CALIFORNIA EARTHQUAKE AUTHORITY – Strategic Plan – Medium- and Long-Term
Strategic Considerations.”
Loss modeling is subject to risks and uncertainties, including the uncertainty of the incidence and
severity of earthquakes; loss models are not designed to and cannot predict the occurrence of earthquakes.
The actual extent of losses to the CEA may differ materially from that indicated by loss modeling. Modeling
earthquake losses is an inherently subjective process, involving the assessment of scientific and engineering
information from a number of sources and that may not be complete or accurate. A significant amount of
uncertainty exists in modeling earthquakes, including earthquake severity, recurrence intervals and groundshaking estimates, site-specific soil conditions, building vulnerabilities, building and contents replacement
costs, loss expenses, risk limits and locations, insurance-policy terms, and post-event demand surge
(earthquakes damages may cause increased demand, and therefore higher costs, for building materials,
construction labor, inspection services, temporary housing and insurance-claim services).
The science and engineering that underlie earthquake-loss estimation change often, and for that
reason, the CEA sponsors significant scientific and engineering research and closely monitors modeling
developments. After new scientific information has gone through peer review, the CEA works with the
commercial modelers to model the potential impacts of any new scientific or research developments on
CEA risk and rates, and to gain a better understanding of the different views of the impact from the various
modelers.
PEER recently completed a study sponsored by the CEA (the “PEER Study”). The PEER Study
analyzed the possible effects of earthquake shaking on older unretrofitted wood-frame homes in California.
Results of the PEER Study may suggest conclusions different from those that form the basis of the
assumptions currently used by the CEA for establishing rates for its earthquake insurance premiums for
such homes. Currently, the CEA’s third-party loss modelers are analyzing the PEER Study and determining
whether and to what extent they must update their models. The CEA is also reviewing the study in order to
determine how best to address changes in loss models, if any, made by the third-party loss modelers. If the
loss modelers determine that any changes to their models are necessary, these changes will likely be made
in 2022 at the earliest. As a result, if the CEA determines that it is necessary to make any rate changes in
order to address the changes in the loss models, these proposed rate changes would likely not be submitted
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to the CDI until mid-2022. Any corresponding changes in policyholder premiums would likely not occur
until 2023, subject to the approval of the CEA Governing Board and the CDI. See “SECURITY FOR THE
BONDS – Rate Covenant” for a discussion of the procedure for adopting new earthquake insurance
premium rates.
The PEER Study suggests that older unretrofitted wood-frame homes may bear greater risk of
earthquake loss than is reflected in the current third-party models. Increased risk related to these homes,
which account for approximately 10% of the CEA’s premiums, may require the CEA to increase rates,
purchase additional reinsurance or may reduce claim-paying capacity based on risk transfer market
conditions. At this time, the CEA does not have sufficient information regarding revisions to the loss models
to make any determination on the potential impact of the PEER Study on Pledged Revenues. The CEA
expects such information to be available in 2022.
Loss Modeling and Rate Setting
As set forth above, the CEA uses earthquake loss modeling to determine the amount of loss
payment sources that it needs. In addition, the CEA uses earthquake loss modeling data as input in
developing its premium rates, which are required by the CEA Act to be actuarially sound. The CEA is
authorized by the CEA Act to use the output of earthquake loss modeling as a basis for rate setting.
The models estimate earthquake frequency and severity, taking into account soil type and the
location, age, and construction type of the CEA’s portfolio of insured properties. As output, the model
estimates earthquake loss likely to be sustained by groups of insured CEA properties organized by United
States Postal Service ZIP Code. The CEA’s Chief Risk and Actuarial Officer and staff interpret and
aggregate the modeled loss costs into rating territories based on geographic and soil characteristics, each of
which is assigned a specific, indicated premium base-rate. The base-rate is augmented by adjustments for
other structural attributes such as number of stories, construction year, foundation type, and roof type.
The EARLE System
Section 2697.8 of the California Code of Regulations, a CDI regulation, reads in pertinent part:
Upon the occurrence of any earthquake event in the State [of California] that is likely to
give rise to significant covered losses, the staff of the [California Earthquake] Authority
shall, within seven (7) calendar days of the date of the earthquake event, cause to be created
a scientific model of anticipated, covered losses from that event.
This regulation requires the CEA to be able to determine, with reasonable confidence and within
seven days, the estimated covered losses to the CEA portfolio from a significant earthquake. The purpose
of this requirement is to allow the CEA to make an informed decision regarding whether proration of claim
payments would be required and, if so, to what extent. The CEA also uses this information in calculating
the probable loss to the CEA.
The CEA established its proprietary “EARLE” (for Earthquake Loss Estimation) system to enable
the CEA to meet this regulatory requirement. As described above, there are three widely recognized,
commercially-available catastrophe-loss models/modelers: AIR, CoreLogic, and RMS. All three modelers
are under contract to provide the CEA with timely delivery of post-event loss estimates. Following a major
event that might be expected to create significant losses to the CEA, each catastrophe-loss modeler provides
estimates of CEA insured losses using the United States Geological Survey ShakeMap (which provides
maps of ground motion and shaking intensity following significant earthquakes) for the event and the most
recent quarterly CEA portfolio within 24 hours of a request from the CEA.
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Potential Losses to the CEA
If claims and claim expenses exceed the CEA’s available claim-paying resources, the CEA could
be permitted to pay claims on a pro rata or installment basis. While pro rata or installment payments are
undesirable, they are expressly contemplated by the CEA Act, and one or both could become necessary if
claims and claim expenses exceed available resources.
If the CEA ever proposes to pay claims on a pro rata basis or in installments, the CEA Act would
require the Insurance Commissioner to order the CEA to cease renewing or accepting new earthquake
insurance policies. CDI regulations (Title 10 of the California Code of Regulations, Section 2697.8) require
the payment plan to ensure the maintenance of sufficient capital to ensure the continued operation of the
CEA for the purpose of paying claims; discharging the CEA’s debts, including the Bonds and other bonded
indebtedness; and paying or providing for other obligations of the CEA. For a discussion of the
consequences of such an order, see “RISK FACTORS – Payment Deficiency” and “SECURITY FOR THE
BONDS—Events of Default and Limitations on Remedies.”
Projections
The CEA uses a proprietary advanced computer model to simulate the CEA’s financial
performance by measuring and quantifying risks to which it is believed to be subject under various loss
scenarios. The model is also used to evaluate CEA capital requirements, help determine reinsurance and
securitization strategies, and assess the impacts of changing conditions, such as those resulting from
policyholder growth and changes in the cost of repairing or replacing insured property. Importantly, these
financial-risk management techniques help the CEA assess its reinsurance and other risk-financing
arrangement needs, as well as providing a basis for devising strategies to ensure the sustainability of the
CEA after a catastrophic earthquake.
The following chart shows the CEA’s historical and projected exposure to claims. The CEA’s
exposure to claims has increased faster than the policy count (depicted in the chart titled “Historical and
Projected Policy Count and Total Written Premium”) due primarily to increases in the cost of repairing or
replacing properties in California.
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California Earthquake Authority
Historical and Projected Exposure

Source: California Earthquake Authority. Amounts are unaudited.

Claims Adjustment and Payment of Claims
Participating Insurers are contractually responsible for the processing and adjusting of all claims
submitted under CEA policies. Claims under CEA policies are to be processed in accordance with the
CEA’s Claim Manual, which is approved by the CEA Governing Board and the Insurance Commissioner
and cannot be changed without their approval. The current version of the Claim Manual became operative
on July 1, 2019. California statutes, and regulations issued by the Insurance Commissioner, specify
procedures to be followed when handling and adjusting claims. Among these regulations are those
mandating specific training and accreditation in the adjusting of earthquake claims for any adjuster that
handles residential earthquake claims in California.
Each Participating Insurer is responsible for its own catastrophe planning and claims-personnel
staffing and training. The CEA reimburses each Participating Insurer for its share of the expense of
adjusting CEA claims at a flat rate of nine percent of net claims paid, regardless of whether the Participating
Insurer actually spends more or less than that to adjust any individual claim. For claims that are closed
without payment, the CEA makes no loss adjustment expense reimbursement to the Participating Insurer.
In performing claim-adjusting services, Participating Insurers are required by their contract with
the CEA and the Insurance Commissioner to act in good faith and in the best interests of the CEA. They
must perform all claim-handling services with no less care or diligence than they would in the conduct of
their own insurance business. Participating Insurers are permitted to use their own claim-handling practices
except where the practices conflict with CEA procedures, as set forth in the CEA’s Procedures and
Accounting Manual, Plan of Operations, Claim Manual, bulletins, and directives. In case of any such
conflict, the CEA’s procedures supersede the Participating Insurers’ claim-handling practices. The CEA
has contracted with a claims administration firm to advise the CEA in field-adjusting matters and to assist
in the claims-adjusting compliance review of the Participating Insurers.
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The CEA works with Participating Insurers to train agents and adjusters, as well as independent
adjuster companies that staff Participating Insurers. In the first six months of 2021, the CEA trained a total
of 142 agents and 471 adjusters. To increase the number of agents and adjusters trained, the CEA provides
online and in-person, CEA-sponsored training, as well as Webinar training sessions. CEA also conducts an
annual meeting for Participating Insurer claim management staff accountable for responding to claims as a
result of an earthquake event.
In order to determine claims-adjusting compliance by Participating Insurers, the CEA conducts
claims reinspections and claim-file audits.
•

Reinspections. Promptly after an earthquake occurs, to make certain that claims are being
handled in a prompt, fair, and consistent manner, the CEA, in conjunction with its claims
consultant (Crawford & Company), conducts re-inspections of selected claims. Re-inspections
include an on-site re-inspection and claimant interview. Subsequent inspections seek to
confirm, and re-establish, if necessary, consistent claims handling among Participating
Insurers.

•

Claim-file audits. About one year after a catastrophic earthquake, the CEA conducts full-scale,
detailed claim-file audits to determine whether Participating Insurers have appropriately
applied CEA Coverage and followed CEA Claims Manual procedures.

Following an earthquake event, CEA’s Chief Risk and Actuarial Officer works with staff to
establish sufficient reserves needed to satisfy claims. The amount of reserves needed is estimated using
policy claim information, estimated claims incurred but not reported, and estimates of expenses for
investigating and adjusting all incurred claims. The reserve amount is updated as more policy claim
information becomes available.
SOURCES OF FUNDS TO PAY CLAIMS
General
The CEA had approximately $19.7 billion in claim-paying capacity on July 31, 2021, the sources
of which are identified in the following table. The sources are depicted in layer form and represent the
general order of funds used to pay claims, though there may be some variation from that order based on the
terms of individual risk transfer arrangements or other factors. Massive losses on account of policyholder
claims likely would result in a restructuring of the CEA’s claim-paying capacity and the sources available
to conduct operations and pay claims. For example, if losses exhausted Available Capital and reduced the
Risk Transfer layer, the CEA expects to use amounts in the Revenue Bond Proceeds Layer to cover its
operating expenses as well as a portion of future losses not covered by new reinsurance contracts. However,
the Indenture provides that the CEA may use monies in its Claims-Paying Accounts (which include amounts
in the Revenue Bond Proceeds Layer) at its discretion for the payment of claims of CEA policyholders and
related loss adjustment expenses and that the CEA may transfer all or a portion of the funds in any of the
Claims-Paying Accounts to another account and use those funds for any lawful purpose.
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California Earthquake Authority
Claim-paying Capacity
As of July 31, 2021(1)
($ in millions)

(1)

Revenue Bonds Layer includes net proceeds from the Series 2006 Bonds, the Series 2014 Bonds, Series 2020A, and Series
2020B Bonds (all as defined herein).
*
Figures may not add due to rounding
Source: California Earthquake Authority.

The CEA currently has five layers of funds to pay claims. The five layers of funds are summarized
below.
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Available Capital Layer
“Available Capital,” as defined by the CEA Act in California Insurance Code Section 10089.5(b),
is the sum of all moneys and invested assets actually held in the California Earthquake Authority Fund, less
loss reserves and loss adjustment expense reserves under all of the CEA’s policies of residential earthquake
insurance, and less the unearned premium reserve. Available Capital includes all interest or other income
from the investment of money held in the California Earthquake Authority Fund. Available Capital does
not include unearned premium, the proceeds of contracts of reinsurance procured by or in the name of the
CEA pursuant to subdivision (a) of California Insurance Code Section 10089.10, any funds realized on
capital market contracts authorized by subdivision (b) of California Insurance Code Section 10089.10, or
the proceeds of bonds issued by or in the name of the CEA. The CEA’s Available Capital, as of July 31,
2021, totaled $6.1 billion.
Risk-Transfer Layer
The CEA’s risk-transfer layer is currently made up of two types of reinsurance: traditional and
transformer reinsurance. Traditional reinsurance is provided to the CEA under the CEA’s traditional form
of reinsurance contracts, including with traditional rated reinsurers (which meet the CEA’s credit and other
quality standards for reinsurers) and with alternative-market or collateralized reinsurers (counterparties that
provide collateral or other financial security). Transformers reinsurance is provided to the CEA under fullycollateralized reinsurance contracts with counterparties that in turn, with the CEA’s permission, transfer
the risk to the capital markets through catastrophe bond issuances.
The CEA has historically purchased reinsurance in the global reinsurance marketplace as its most
significant method of risk-transfer. The CEA engages three reinsurance intermediary firms to help the CEA
in analyzing the global reinsurance market, assessing the creditworthiness of potential reinsurers and
determining and negotiating the best available terms for reinsurance. In addition, the CEA directly places
reinsurance with certain reinsurers, without the use of an intermediary in those placements.
The CEA has detailed guidelines in place for its risk transfer program. The guidelines specify best
business practices for the CEA to access the traditional reinsurance market as well as alternative risk transfer
markets, such as the alternative risk transfer products funded by the sale of catastrophe bonds and
collateralized reinsurance issued by institutional investors (such as hedge funds, pension plans, and other
specialized funds that invest in insurance-linked securities (“ILS”) transactions) that are not traditional
reinsurers. The guidelines seek to accomplish four goals, in the following order of priority: to minimize the
risk to the CEA that a provider might fail to pay claims under a reinsurance contract because of the
provider’s financial condition; to encourage the CEA to secure claim-paying capacity from providers and
use products that, together, can endure all market conditions; to enable the CEA to select the most efficient
claim-paying capacity, including rates on line that are competitive with other sources of claim-paying
capacity; and to provide for reasonable flexibility by allowing for alternative products and stable sources
of claim-paying capacity that are more cost-effective. The guidelines list steps the CEA is to consider to
accomplish these goals. The guidelines require CEA staff to prepare and submit to the CEA Governing
Board for its approval, on at least an annual basis, a risk transfer strategy that sets forth the basic risk transfer
goals and benchmarks for the ensuing year.
As of July 31, 2021, the CEA had $9.6 billion in reinsurance, consisting of $7.3 billion in traditional
reinsurance and $2.3 billion in transformer reinsurance.
The CEA cannot predict whether or when reinsurance market changes may occur, and thus cannot
guarantee that it will always continue to obtain adequate reinsurance coverage on acceptable terms.
Reduced availability of reinsurance could severely impact the CEA under its current financial structure.
See “RISK FACTORS – Payment Deficiency.”
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Revenue Bonds Layer
The CEA issues revenue bonds in order to provide liquidity, diversity, and stability for the CEA’s
claim-paying structure. Revenue bonds provide flexibility to the CEA and can be used as a liquidity tool
for funding the payment of earthquake claims. In July 2006, the CEA issued $350,000,000 principal amount
of its Series 2006 Revenue Bonds (the “Series 2006 Bonds”). In November 2014, the CEA issued
$315,000,000 principal amount of its Revenue Bonds, Series 2014 (“Series 2014 Bonds”). In March 2020,
the CEA issued $400,000,000 principal amount of its Revenue Bonds, Series 2020A (the “Series 2020A
Bonds”). In November 2020, the CEA issued $300,000,000 principal amount of its Revenue Bonds, Series
2020B (the “Series 2020B Bonds”). The Series 2006 Bonds, Series 2014 Bonds, and Series 2020A Bonds
are no longer outstanding. The Series 2020B Bonds are presently outstanding in the amount of
$200,000,000. Net proceeds of the Series 2006 Bonds, Series 2014 Bonds, Series 2020A Bonds, and Series
2020B Bonds were deposited in the related Claims-Paying Accounts and have not been expended to pay
claims. See “ – Prior Bond Issuances.” The proceeds of the Series 2021 Bonds will be deposited in the
Claims-Paying Account for the Series 2021 Bonds. See “SECURITY FOR THE BONDS – California
Earthquake Authority Fund; Claims-Paying Accounts.” Amounts in the Claims-Paying Accounts are to be
applied solely for the payment of policyholder claims and related CEA loss adjustment expenses on account
of the CEA’s basic residential earthquake insurance coverage. However, the CEA may transfer amounts in
the Claims-Paying Account to another account and apply the funds for any lawful purpose, including, at its
option, payment of Debt Service Deposits. The CEA expects to continue to use revenue bonds to increase
its claims-paying capacity in situations where such an approach provides benefits to the CEA, such as when
it is more cost effective than purchasing additional reinsurance, when appropriate to expand the amount of
available claim-payment sources and to provide desired diversity to the CEA’s sources for claim-payment.
See “CALIFORNIA EARTHQUAKE AUTHORITY – Strategic Plan – Short-Term Strategic
Considerations”
Policyholders Surcharge Layer
The CEA has the statutory authority to issue up to $1 billion in bonds payable from future postevent insurance premium surcharges that could be imposed on CEA policyholders. The maximum amount
of surcharges may not exceed debt service on any surcharge-backed bonds that are issued. The surcharge
applied to each CEA earthquake insurance policy may not exceed 20 percent of the annual basic residential
earthquake insurance premium in any one year for that policy. No surcharge could be imposed unless the
CEA incurred an amount of earthquake claims so large that it exceeded the CEA’s Available Capital, all
recoveries under the CEA’s risk transfer layer, and all revenue bond proceeds. The imposition of surcharges
on policyholders would require action by the CEA Governing Board.
Industry-Assessment Layer
In addition to the initial capital contributions required of Participating Insurers upon their joining
the CEA, Participating Insurers are also subject to post-earthquake assessments (the “Industry Assessment
Layers” or “IALs”). Currently, the CEA has the ability to assess its Participating Insurers in one “layer.”
This layer is commonly referred to as the “2nd IAL.” Other IALs have existed but have since expired under
their own terms pursuant to statutory formulas. Assessments on Participating Insurers are required to be
levied in proportion to each Participating Insurer’s share of the CEA’s total gross written premium. Each
Participating Insurer’s CEA market share for purposes of calculating assessments is based on its CEA
market share as of the end of the prior calendar year. The 2nd IAL is subject to reduction pursuant to the
CEA Act (in California Insurance Code Section 10089.33(a)) following any year in which “the average
daily balance of the authority’s available capital exceeds six billion dollars ($6,000,000,000) for the last
180 days of any calendar year.” The pledge of Available Capital for the repayment of principal for the
Series 2021A Bonds will enable the CEA to maintain its Available Capital below this amount for 2021 and
therefore maintain the full 2nd IAL. See “SECURITY FOR THE BONDS – Pledged Revenue and Debt
Service Deposits.”
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Pursuant to the terms of the CEA Act, under the 2nd IAL, the CEA may collect assessments on its
Participating Insurers of up to an aggregate of $1.663 billion to pay policyholder claims and to return the
amount of Available Capital to $350 million if policyholder claims and claim expenses paid by CEA due
to earthquake events exhausts all other available funds.
The following table shows the CEA market share of each Participating Insurer as of December 31,
2019 and December 31, 2020.
California Earthquake Authority
Participating Insurers

Source: California Earthquake Authority.
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The following graph shows the CEA’s historical claim-paying capacity through July 31, 2021:
California Earthquake Authority
Historical Claim Paying Capacity
Through July 31, 2021(1)

(1)

Historical claim paying capacity through 2020 as of December 31 of each year.
Source: California Earthquake Authority.
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Limited Sources of Funds. The sources of funds listed above are the only current sources of funds
to pay claims arranged to date by the CEA. See “RISK FACTORS – Limited Sources of Funds to Pay
Claims.”
Funds held in the CEA’s Earthquake Loss Mitigation Fund are by statute not available to pay
policyholder or other claims against the CEA. The balance of the Mitigation Fund at July 31, 2021, was
approximately $12 million. The Mitigation Fund was created by the CEA Act, which requires the CEA to
transfer to the Mitigation Fund an annual amount equal to the lesser of 5% of the CEA’s investment income
or $5 million if deemed actuarially sound by a consulting actuary. The CEA Act permits the Mitigation
Fund to be used to supply grants, loans, or loan guarantees to dwelling owners who wish to retrofit their
homes to protect against earthquake damage. Those dwelling owners are not required to be CEA
policyholders. The CEA and the Governor’s Office of Emergency Services have entered into a joint
exercise of powers agreement to create the California Residential Mitigation Program to carry out a joint
mitigation program that is substantially funded by the CEA’s Mitigation Fund.
Deficiency in Funds to Pay Claims
If at any time the CEA Governing Board determines that all of the CEA’s Available Capital may
be exhausted and no source of additional funds, such as assessments, reinsurance, or bond proceeds, will
be available to the CEA to pay policyholder claims, the CEA Governing Board is required to develop and
present to the Insurance Commissioner a plan to pay policyholder claims on a pro rata basis or in installment
payments. If the CEA proposes to pay policyholder claims on a pro rata basis or in installment payments,
the Insurance Commissioner would be required by the CEA Act to order the CEA to cease renewing and
accepting new earthquake insurance policies. As a result, policyholder premiums would cease, at least for
the duration of the Insurance Commissioner’s order. While the CEA has developed statistical models
showing the probability of being forced to pay claims on a pro rata basis, such modeled indications are
inherently imprecise predictors of future events. Any reduction in one of these sources could adversely
affect the CEA’s ability to conduct its insurance business, the CEA’s finances, and the CEA’s financialstrength rating and credit rating. See “RISK FACTORS – Payment Deficiency” and “SECURITY FOR
THE BONDS – Events of Default and Limitations on Remedies.” The State of California has no liability
for payment of claims in excess of funds available to the CEA under the CEA Act.
Prior Bond Issuances
The CEA issues revenue bonds in order to provide liquidity, diversity, and stability for the CEA’s
claim-paying structure. The CEA issued its Series 2006 Bonds in the aggregate principal amount of
$350,000,000, its Series 2014 Bonds in the aggregate principal amount of $315,000,000, its Series 2020A
Bonds in the aggregate principal amount of $400,000,000, and its Series 2020B Bonds in the aggregate
principal amount of $300,000,000. The Series 2006 Bonds, Series 2014 Bonds, and Series 2020A Bonds
are no longer outstanding. The Series 2020B Bonds are outstanding in the amount of $200,000,000 as of
July 31, 2021. The net proceeds of the Series 2006 Bonds, Series 2014 Bonds, Series 2020A Bonds, and
Series 2020B Bonds, which were deposited the Claims-Paying Account, have not been used to pay claims,
and remain available to the CEA. See “SOURCES OF FUNDS TO PAY CLAIMS – General – Revenue
Bonds Layer.”
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Certain Historical Financial Information
The following table sets forth certain historical financial information, including the CEA’s claimpaying capacity, from 2016 through July 31, 2021.
California Earthquake Authority
Certain Historical Financial Information
(2016 through July 2021)
($ in millions)
2021
(As of July. 31)
Direct Premiums Written

2020
(As of Dec. 31)

2019
(As of Dec. 31)
$

817

2018
(As of Dec. 31)
$

2017
(As of Dec. 31)

778

$

707

2016
(As of Dec. 31)

$ 542

$845

$

619

Net Premiums Earned

215

385

438

368

335

426

Net Underwriting Gain

104

205

239

190

182

278

Income(1)

$57

112

125

106

82

63

Balance Sheet Assets

8,053

7,903

7,144

6,734

6,526

6,319

Investment

Loss and LAE Reserves
Risk-Transfer Expenses
Total Net Position

0.6

0.9

3.8

0.1

0.1

0.2

290

435

373

367

316

202

7,236

7,117

6,701

6,200

5,895

5,668

(1)

Unrealized gain/loss is not included in investment income as most investments are held to maturity. This is consistent with
statutory reporting which excludes unrealized gain/loss.
Source: California Earthquake Authority.

LITIGATION AND ADMINISTRATIVE PROCEEDINGS
No litigation is pending against the CEA, with service of process on the CEA having been
accomplished, seeking to restrain or enjoin the sale or delivery of the Series 2021 Bonds or challenging the
validity of the Series 2021 Bonds or any proceedings of the CEA taken with respect to the foregoing. The
CEA is a party to routine litigation incident to the conduct of its insurance business and related programs.
The CEA does not believe that any of these pending proceedings either singly or in the aggregate would
have a material adverse impact upon the financial condition of the CEA.
There is not now pending, or known to the CEA’s general counsel to be threatened, any material
litigation against the CEA, with service of process on the CEA having been accomplished, or any material
administrative proceeding before the CDI seeking sanctions or penalties against the CEA. See “SECURITY
FOR THE BONDS – Rate Covenant” for information concerning administrative proceedings that could be
invoked in connection with a rate application filed by the CEA with the Insurance Commissioner.
RISK FACTORS
This section of the Official Statement describes certain risk factors that may affect the payment of
and security for the Bonds. Potential investors should consider, among other matters, these risk factors in
connection with any purchase of the Series 2021 Bonds. The following discussion is not meant to present
an exhaustive list of the risks associated with the purchase of any Series 2021 Bonds (and other
considerations that may be relevant to particular investors) and does not necessarily reflect the relative
importance of the various risks. Potential investors are advised to consider the following factors, along with
all other information in this Official Statement, in evaluating whether to purchase the Series 2021 Bonds.
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Single Type of Insurance
The CEA Act authorizes the CEA to sell policies of basic residential earthquake insurance and
states that the CEA is not authorized to transact any other type of insurance business. This proscription
against diversification means the CEA has no other source of insurance-premium income to offset adverse
financial developments in its earthquake-insurance business.
If a California homeowner (including an owner of a condominium unit or a mobilehome owner) or
renter has obtained a policy of residential property insurance from a Participating Insurer, that policyholder
is entitled to purchase a CEA policy of basic residential earthquake insurance, subject only to the CEA’s
limited eligibility standards. Accordingly, though such factors may affect the rate it charges for a policy,
the CEA does not decide whether to accept or reject a particular risk (i.e., underwrite) based on seismic
data, property location, soil conditions, or the like; the CEA must issue and renew the policy if the structure
has no pre-existing, non-cosmetic earthquake damage and the policyholder has an eligible companion
policy of residential property insurance from a Participating Insurer.
Limited Sources of Funds to Pay Claims
The sources of funds described under “SOURCES OF FUNDS TO PAY CLAIMS” are the CEA’s
only sources of funds to pay claims. One of those sources, the authority to levy assessments on the
Participating Insurers, is potentially subject to reduction over time under a statutory formula set forth in the
provisions of the CEA Act. Any such reduction of assessment authority would reduce the CEA’s claimpaying capacity to the extent the CEA’s other sources of funds to pay claims would not offset that reduction.
Such a net reduction in the CEA’s claim-paying capacity could adversely affect the CEA’s ability to conduct
its insurance business, the CEA’s finances, and the CEA’s financial-strength rating and credit rating. See
“SOURCES OF FUNDS TO PAY CLAIMS – General – Industry-Assessment Layer”.
Payment Deficiency
In the Indenture, the CEA has covenanted to apply its Pledged Revenue to pay debt service on the
Bonds. Pledged Revenue consists primarily of Pledged Policyholder Premiums.
It would be possible for the CEA to lack funds to pay the Bonds under the following circumstances.
If, as a result of massive policyholder claims (see “POLICY CLAIMS – Projections”), the CEA found it
necessary to propose to the Insurance Commissioner a plan to pay policyholder claims on a pro rata basis
or in installment payments, the Insurance Commissioner would be required by California Insurance Code
Section 10089.35 of the CEA Act to order the CEA to cease renewing and accepting new earthquake
insurance policies, and as a result policyholder premiums would likely decline, at least for the duration of
the Insurance Commissioner’s order, which in turn could result in a debt service payment deficiency. While
the CEA has developed statistical models showing the probability of its being forced to pay claims on a
pro-rata basis, such modeled indications are inherently imprecise predictors of future events. See also
“Loss-Modeling Uncertainty,” below.
The CEA Act requires, in substance, that the Insurance Commissioner shall not, directly or
indirectly, when exercising his or her regulatory authority, impede or interfere with, but shall affirmatively
take all necessary steps to effect, the full and timely payment of debt service on the Series 2021 Bonds, the
pledge of Pledged Revenue as security for the Series 2021 Bonds, and the application of Pledged Revenue
to pay the Series 2021 Bonds in accordance with the Indenture. However, the CEA does not believe that
this requirement would preclude the Insurance Commissioner from ordering the CEA to cease renewing
and accepting new earthquake insurance policies under the circumstances described in the preceding
paragraph. The Insurance Commissioner’s regulations require any plan to pay policyholder claims on a
pro rata or installment payment basis to ensure the maintenance of sufficient capital to ensure the continued

41
211

operation of the CEA for the purpose of paying claims; discharging the CEA’s debts, including the Bonds
and other bonded indebtedness; and paying or providing for other obligations of the CEA.
The enforceability of the obligation of each Participating Insurer to remit Pledged Policyholder
Premiums to the CEA and the Trustee is subject to bankruptcy, insolvency, reorganization, arrangement,
fraudulent conveyance, moratorium and other laws relating to or affecting creditors’ rights, to the
application of equitable principles, to the exercise of judicial discretion in appropriate cases and to the
limitations in California and other states on legal remedies against insurers. Accordingly, there may be
circumstances under which a Participating Insurer does not remit Pledged Policyholder Premiums to the
CEA and the Trustee in full or on a timely basis.
Risks Related to Reinsurance
The CEA has been advised that it is the largest buyer of catastrophe reinsurance in the United States
and the second largest in the world. In the future, the CEA may be unable to obtain its desired levels of
reinsurance coverage on acceptable terms because of the large amounts of reinsurance purchased by the
CEA and the unpredictability of future worldwide reinsurance market conditions. Any long-term substantial
reduction in the worldwide market availability of reinsurance could significantly reduce the CEA’s claimpaying capacity under its current financial structure, thereby limiting its ability to conduct its business. The
CEA’s claim-paying ability also would be adversely affected if reinsurers fail to perform under their
reinsurance contracts with the CEA. See “CALIFORNIA EARTHQUAKE AUTHORITY – Strategic
Plan.”
Loss-Modeling Uncertainty
The CEA uses loss modeling in several aspects of its business, including the development of its
insurance premium rates. Loss modeling is subject to risks and uncertainties, including the uncertainty of
the incidence and severity of earthquakes; loss models are not designed to and cannot predict the timing or
occurrence of earthquakes. The actual extent of losses to the CEA may differ materially from that indicated
by loss modeling. Modeling earthquake losses is an inherently subjective process, involving the assessment
of scientific and engineering information from a number of sources and that may not be complete or
accurate. A significant amount of uncertainty exists in the earthquake events being modeled, including
earthquake severity, recurrence intervals and ground-shaking estimates, site-specific soil conditions,
building vulnerabilities, building and contents replacement costs, loss expenses, risk limits and locations,
insurance-policy terms, and post-event demand surge (large catastrophic events may cause increased
demand for building materials, construction labor, inspection services, temporary housing and insuranceclaim services). See “POLICY CLAIMS – Loss Modeling and Rate Setting.”
The PEER Study suggests that older unretrofitted wood-frame homes may bear greater risk of
earthquake loss than is reflected in the current third-party earthquake loss models. If the loss models are
modified to recognize increased risk related to these homes, which account for approximately 10% of the
CEA’s premiums, this may require the CEA to increase rates, and could also require the CEA to purchase
additional reinsurance or reduce its claim-paying capacity based on risk-transfer market conditions. At this
time, the CEA does not have sufficient information regarding revisions to the loss models to make any
determination on the potential impact of the PEER Study on Pledged Revenues. The CEA expects such
information to be available in 2022. See “POLICY CLAIMS – CEA’s Risk-Management Philosophy” and
“CALIFORNIA EARTHQUAKE AUTHORITY – Strategic Plan.”
Right of Participating Insurers to Withdraw
Participating Insurers that want to withdraw from the CEA may do so on 12 months’ written notice
to the CEA. If a noticed withdrawal would reduce the remaining CEA Participating Insurers’ cumulative
California residential property insurance market share to less than 65% of the total California residential
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property insurance market, California Insurance Code Section 10089.19 of the CEA Act requires the
Insurance Commissioner to recommend to the Legislature whether to continue or terminate the CEA.
According to CDI data, as of December 31, 2020, the cumulative California residential property insurance
market share of all Participating Insurers was approximately 76%.
Over the years, since the inception of the CEA through 2021, three insurers withdrew from the
CEA, while several other insurers have joined the CEA as Participating Insurers during that time. At the
time of their withdrawal, those withdrawing insurers were writing an insignificant portion of the CEA’s
book of business (fewer than 400 policies). In 2021, Homesite Insurance, a Participating Insurer with 9,258
CEA policies in force as of July 31, began the process of withdrawing from the CEA, which process will
continue through at least November 2022.
Participating Insurers that withdraw are not entitled to any refund of capital contributed to the CEA
and must continue to offer earthquake insurance renewal and new coverage to their customers but from a
non-CEA source. The CEA is required by the CEA Act (at California Insurance Code Section 10089.22)
and the Indenture to continue in existence for so long as any bonds of the CEA (including the Series 2021
Bonds) are outstanding. However, the announcement of plans to terminate the CEA could adversely affect
the business and Pledged Revenue of the CEA.
Termination of the CEA
The CEA Act (in California Insurance Code Section 10089.22) and the Indenture provide that the
CEA shall continue in existence for so long as any bonds of the CEA (including the Bonds) are outstanding.
The CEA is not authorized to become a debtor in a case under the United States Bankruptcy Code or make
an assignment for the benefit of creditors. The CEA is not permitted by California law to have a liquidator,
receiver, or conservator. The CEA believes that it cannot go out of existence other than by act of the
California Legislature after all of the bonds are no longer outstanding. However, other provisions of the
CEA Act contemplate that CEA operations could be curtailed, even while bonds are outstanding. As noted
above under “Payment Deficiency,” under certain circumstances the Insurance Commissioner could order
the CEA to cease renewing and accepting new earthquake insurance policies, and as a result Pledged
Policyholder Premiums would cease and no longer constitute a source of Pledged Revenue, which in turn
could result in a debt service payment deficiency.
State Legislation or Action
The CEA Act provides that the State pledges to and agrees with the holders of bonds of the CEA
that the State will not limit, alter, or restrict the rights vested in the CEA by the CEA Act to fulfill each
pledge of revenues and any other terms of any agreement made with or for the benefit of the holders of
bonds of the CEA or in any way impair the rights or remedies of the holders of bonds of the CEA. This
provision of the CEA Act affords limited but not complete protection for the owners of Bonds against
amendment of the CEA Act or actions that adversely affect Bondholders by legislation, action by the
Governor under the California Emergency Services Act (Chapter 7, Division 1, Title 2 of the California
Government Code), or voter initiative. Under California law, the electorate has the right, through its
initiative powers, to propose statutes as well as amendments to the California Constitution. Generally, any
matter that is a proper subject of legislation can become the subject of an initiative and be submitted to
voters at the next general election.
Owners of the Bonds are entitled to the benefit of the prohibitions in Article I, Section 10, of the
Constitution of the United States (the “Contract Clause”) against a state’s impairment of the obligation of
contracts. The prohibition, although not absolute, is particularly strong when applied to the State’s attempt
to evade its own obligations. Similar protections are afforded by Article I, Section 9, of the California
Constitution.
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Under applicable law, the State must justify the exercise of its inherent police power to safeguard
the vital interests of its people before the State may alter the CEA Act, the Indenture or the rights and
remedies of Bondholders in a manner that would substantially impair the rights of Bondholders. In order to
do so, the State must demonstrate a significant and legitimate public purpose, such as the remedying of a
broad and general social or economic problem. In the event that the State so demonstrates a significant and
legitimate public purpose, the State must also show that the impairment of the Bondholders’ rights is
reasonable and appropriate to the public purpose justifying the legislation’s adoption.
Nonetheless, a repeal, amendment or suspension of, or moratorium on, provisions of the CEA Act,
the Indenture or the rights and remedies of Bondholders could be sought or adopted, even if such repeal,
amendment, suspension or moratorium might constitute a violation of the Indenture. Additionally, the State
might take, or refuse to take, or cause the CEA to take, or refuse to take, action required of the CEA under
the Indenture, even if such action or inaction might constitute a violation of the Indenture. Costly and timeconsuming litigation might ensue which might adversely affect the price and liquidity of the Bonds and the
timely payment thereof. Moreover, the outcome of such litigation might be adverse to the interests of
Bondholders, and accordingly, Bondholders could experience a decline in value of their investment as a
result of any such event.
The CEA Act, in California Insurance Code Section 10089.54, provides that in the event both the
Federal National Mortgage Association (“Fannie Mae”) and the Federal Home Loan Mortgage Association
(“Freddie Mac”) propose to implement policies to require earthquake insurance for single-family residential
structures (other than condominium units or townhouses) as a condition of purchasing a mortgage or trust
deed secured by that structure, it is the intent of the California Legislature that it should convene to consider
whether the CEA should continue to write new earthquake insurance policies, with or without modification,
or to cease writing new earthquake insurance policies. Section 10089.54 also provides that in the event
Fannie Mae and Freddie Mac implement such policies, the CEA is required to cease writing new earthquake
insurance policies 180 days after such implementation unless a California statute is enacted authorizing the
CEA to continue writing new earthquake insurance policies. Section 10089.54 authorizes the CEA to
continue to renew its existing earthquake insurance policies even if Fannie Mae and Freddie Mac implement
such policies. Preventing the CEA from issuing new policies could have a material adverse effect on the
amount of Debt Service Deposits and Pledged Revenue available to pay debt service on Bonds.
Decline in Demand for CEA Insurance
Factors beyond the control of CEA could adversely affect the demand for CEA insurance policies
and the ability of the CEA to maintain Pledged Policyholder Premiums at their current levels. Such factors
include, but are not limited to, the following:
General Economic Factors. An economic downturn affecting California could reduce
discretionary incomes which in turn could result in reduced demand for CEA insurance policies. Because
new policies are often written upon the purchase of a home, a slowdown in residential real estate sales could
also have the effect of reduced demand for new CEA insurance policies.
Insurance-to-Value Programs. Increases in the absolute cost of CEA insurance due to Participating
Insurers’ “insurance-to-value” programs, which are designed to match insurance coverage to the updated,
actual reconstruction costs of insured properties, could have the effect of reducing demand for CEA
policies.
Change in Law. Insurers writing residential property insurance policies in California are required
by California law to offer earthquake insurance to their insureds. A change in law eliminating this
requirement could adversely affect the CEA. The CEA takes no position as to whether the non-impairment
covenant described above limits the right of the State to enact a law eliminating this requirement.
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Impact of the Strategic Plan. As part of the CEA’s Strategic Plan to moderate exposure growth, the
CEA may take several actions, including increasing its insurance premium rates either modestly in the near
future or significantly over time, and restricting or eliminating certain coverage options. Any such rate
increases would be subject to the approval of the CEA Governing Board and the Insurance Commissioner.
These actions may reduce demand for CEA insurance policies. See “CALIFORNIA EARTHQUAKE
AUTHORITY – Strategic Plan.”
Regulatory Approval of Rates
All rates charged by the CEA must be approved by the Insurance Commissioner before use. In
order to establish or change any rate, the CEA is required to file a rate application with the CDI. The rate
application includes modeling and other information and a rate structure recommended by the CEA staff,
in consultation with the CEA’s Chief Risk and Actuarial Officer, and approved by the CEA’s Governing
Board. After public notice of the rate application, a hearing may be conducted. A protracted hearing could
occur before rates may be established or changed. In addition, administrative decisions arising from such
hearings are subject to judicial review.
Limited Remedies Available to Bondholders
If an event of default were to occur, the sole remedy of the holders of Bonds will be to have the
Trustee require the CEA to perform its obligations under the Indenture. Acceleration of principal of the
Bonds is not permitted. See “SECURITY FOR THE BONDS – Events of Default and Limitations on
Remedies.”
Cybersecurity
The CEA relies on a complex technology environment to conduct its operations. As a recipient
and provider of personal, private and sensitive information, the CEA faces multiple cyber threats including,
but not limited to, hacking, viruses, malware and other attacks on computers and other sensitive digital
networks and systems.
In December 2016, an incident occurred in which a CEA employee’s email account was
compromised as a result of a brute-force password attack. In September 2019, another incident occurred in
which a CEA employee’s email credentials were compromised as a result of a malicious link in a phishing
email. Neither incident resulted in the exposure or loss of any sensitive information and neither incident
involved any further breach of the CEA’s systems. In each case, the affected user accounts were identified,
disabled, and quarantined until they could be scanned for malware and other threats and subsequently
sanitized. The employees involved in each incident were provided with cybersecurity counseling. Neither
incident resulted in any liability or costs to the CEA and there was no associated litigation or other
remediation in either case.
The CEA has put in place a number of cybersecurity policies including, but not limited to,
acceptable use, incident reporting and handling, data security standards, and the CEA’s Enterprise
Information Security Plan. The CEA also performs annual independent security assessments and
penetration tests, as well as continuous scanning of CEA systems using multiple tools and approaches in
determining cybersecurity vulnerabilities and areas of exposure. The CEA maintains an internal information
security team (the “INFOSEC Team”), but also employs third party providers to monitor specific areas
alongside the INFOSEC Team.
In connection with guidance from its Chief Information Security Officer, the CEA has taken various
actions in the past year to improve its security controls and effectively manage cybersecurity risks. The
CEA implemented a formalized security training plan in 2021. This plan covers the full lifecycle of
employment for CEA employees and entails coordinated testing and training for all staff. The CEA has
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procured cybersecurity insurance that covers a variety of cyber intrusions or events that could pose a risk
to either the CEA’s assets or operations. The CEA will conduct annual evaluations of the adequacy and
scope of its cyber insurance coverage. The CEA has also implemented a system of patch deployment
automation as well as multiple layers of third-party alerting, analysis and remediation. Finally, the CEA
has implemented significant anti-malware capabilities and multiple layers of multifactor authentication for
access to both applications and remote connectivity to its network.
No assurances can be given that the CEA’s security and operational control measures will be
successful in guarding against any and each cyber threat and attack. The results of any attack on the CEA’s
computer and information technology systems could impact its operations and damage the CEA’s digital
networks and systems, and the costs of remedying any such damage could be substantial.
Possible Tax Consequences
Defeasance of any Series 2021 Bond may result in a reissuance of the Bond for federal tax purposes,
in which event a holder will recognize taxable gain or loss equal to the difference between the amount
realized from the sale, exchange or retirement (less any accrued qualified stated interest, which will be
taxable as such) and the holder’s adjusted tax basis in the Series 2021 Bond.
Limited Liquidity
The Underwriters have no obligation to make a secondary market in the Series 2021 Bonds, and no
assurance can be given that a secondary market will develop or exist. Owners of the Series 2021 Bonds
have no right to tender their Series 2021 Bonds for purchase by the CEA. Investors should consider the
Series 2021 Bonds as long-term investments in which funds are committed to maturity.
FINANCIAL STATEMENTS
The financial statements as of and for the years ended December 31, 2020 and December 31, 2019,
included in this Official Statement, have been audited by Plante & Moran, PLLC, independent accountants
(the “Auditor”), as stated in their report appearing in APPENDIX A. The Auditor has provided CEA its
consent to include such audited financial statements as part of this Official Statement.
RATING
Fitch Ratings (“Fitch”) has assigned a rating of “__” to the Series 2021A Bonds. Fitch and Kroll
Bond Rating Agency (“Kroll”) have assigned ratings of “__” and “__,” respectively, to the Series 2021B
Bonds. An explanation of the significance of these ratings may be obtained from Fitch and Kroll. These
ratings reflect only the view of Fitch and Kroll. There is no assurance that such ratings will remain in effect
for any given period of time or that these ratings might not be revised or withdrawn entirely by Fitch or
Kroll if in their judgment circumstances so warrant. Any revision or withdrawal of a credit rating could
have an effect on the market prices and marketability of the Series 2021 Bonds. The CEA cannot predict
the timing or impact of future actions by Fitch and Kroll.
UNDERWRITING
The Series 2021A Bonds will be purchased from the CEA by an underwriting group listed on the
cover page hereof (collectively, the “Series 2021A Underwriters”), which is represented by J.P. Morgan
Securities LLC. The Series 2021A Underwriters have agreed to purchase the Series 2021A Bonds at a price
of $___________, which represents the principal amount of the Series 2021A Bonds, less an underwriting
fee of $________. The purchase contract pursuant to which the Series 2021A Bonds are being sold provides
that the Series 2021A Underwriters will purchase all of the Series 2021A Bonds if any are purchased. The
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obligation to make such purchase will be subject to certain terms and conditions set forth in such purchase
contract, the approval of certain legal matters by counsel and certain other conditions.
The Series 2021B Bonds will be purchased from the CEA by an underwriting group listed on the
cover page hereof (collectively, the “Series 2021B Underwriters” and together with the Series 2021A
Underwriters, the “Underwriters”), which is represented by Goldman Sachs & Co. LLC. The Series 2021B
Underwriters have agreed to purchase the Series 2021B Bonds at a price of $___________, which
represents the principal amount of the Series 2021B Bonds, less an underwriting fee of $________. The
purchase contract pursuant to which the Series 2021B Bonds are being sold provides that the Series 2021B
Underwriters will purchase all of the Series 2021B Bonds if any are purchased. The obligation to make
such purchase will be subject to certain terms and conditions set forth in such purchase contract, the
approval of certain legal matters by counsel and certain other conditions.
The obligation of the CEA to issue any Series 2021 Bond is contingent on the issuance of both the
Series 2021A Bonds and the Series 2021B Bonds.
Several of the Underwriters have provided letters to the CEA relating to their distribution practices
or other affiliations for inclusion in this Official Statement, which are set forth in Appendix F. The CEA
does not guarantee the accuracy or completeness of the information contained in such letters and the
information therein is not to be construed as a representation of the CEA or of any Underwriter other than
the Underwriter providing such representation.
MUNICIPAL ADVISOR
Raymond James & Associates, Inc. is serving as Municipal Advisor to the CEA in connection with
the sale and issuance of the Series 2021 Bonds.
LEGAL MATTERS
Certain legal matters incident to the authorization, sale and issuance of the Series 2021 Bonds is
subject to the approving opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the CEA. Certain
legal matters will be passed upon for the CEA by Hawkins Delafield & Wood LLP, Disclosure Counsel to
the CEA, and Tom Welsh, General Counsel to the CEA. Certain legal matters will be passed upon for the
Underwriters by their counsel, Norton Rose Fulbright US LLP. The proposed form of the approving opinion
of Bond Counsel is set forth in APPENDIX C – “PROPOSED FORM OF APPROVING OPINION OF
BOND COUNSEL.” Bond Counsel, Disclosure Counsel, General Counsel, and Underwriters’ Counsel do
not undertake any responsibility for the accuracy, completeness or fairness of this Official Statement.
TAX MATTERS
In the opinion of Bond Counsel, interest on the Series 2021 Bonds is exempt from State of
California personal income taxes. Bond Counsel observes that interest on the Series 2021 Bonds is not
excluded from gross income for federal income tax purposes under Section 103 of the Internal Revenue
Code of 1986, as amended (the “Code”). Bond Counsel expresses no opinion regarding any other tax
consequences relating to the ownership or disposition of, or the amount, accrual or receipt of interest on,
the Series 2021 Bonds. The proposed form of opinion of Bond Counsel is set forth in Appendix C.
The following discussion summarizes certain U.S. federal tax considerations generally applicable
to holders of the Series 2021 Bonds that acquire their Series 2021 Bonds in the initial offering. The
discussion below is based upon laws, regulations, rulings, and decisions in effect and available on the date
hereof, all of which are subject to change, possibly with retroactive effect. Prospective investors should
note that no rulings have been or are expected to be sought from the U.S. Internal Revenue Service (the
“IRS”) with respect to any of the U.S. federal tax consequences discussed below, and no assurance can be
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given that the IRS will not take contrary positions. Further, the following discussion does not deal with all
U.S. tax consequences applicable to any given investor, nor does it address the U.S. tax considerations
applicable to all categories of investors, some of which may be subject to special taxing rules (regardless
of whether or not such investors constitute U.S. Holders), such as certain U.S. expatriates, banks, REITs,
RICs, insurance companies, tax-exempt organizations, dealers or traders in securities or currencies,
partnerships, S corporations, estates and trusts, investors that hold their Series 2021 Bonds as part of a
hedge, straddle or an integrated or conversion transaction, or investors whose “functional currency” is not
the U.S. dollar. Furthermore, it does not address (i) alternative minimum tax consequences, (ii) the net
investment income tax imposed under Section 1411 of the Code, or (iii) the indirect effects on persons who
hold equity interests in a holder. This summary also does not consider the taxation of the Series 2021 Bonds
under state, local or non-U.S. tax laws. In addition, this summary generally is limited to U.S. tax
considerations applicable to investors that acquire their Series 2021 Bonds pursuant to this offering for the
issue price that is applicable to such Series 2021 Bonds (i.e., the price at which a substantial amount of the
Series 2021 Bonds are sold to the public) and who will hold their Series 2021 Bonds as “capital assets”
within the meaning of Section 1221 of the Code.
As used herein, “U.S. Holder” means a beneficial owner of a Series 2021 Bond that for U.S. federal
income tax purposes is an individual citizen or resident of the United States, a corporation or other entity
taxable as a corporation created or organized in or under the laws of the United States or any state thereof
(including the District of Columbia), an estate the income of which is subject to U.S. federal income taxation
regardless of its source or a trust where a court within the United States is able to exercise primary
supervision over the administration of the trust and one or more United States persons (as defined in the
Code) have the authority to control all substantial decisions of the trust (or a trust that has made a valid
election under U.S. Treasury Regulations to be treated as a domestic trust). As used herein, “Non-U.S.
Holder” generally means a beneficial owner of a Series 2021 Bond (other than a partnership) that is not a
U.S. Holder. If a partnership holds Series 2021 Bonds, the tax treatment of such partnership or a partner in
such partnership generally will depend upon the status of the partner and upon the activities of the
partnership. Partnerships holding Series 2021 Bonds, and partners in such partnerships, should consult
their own tax advisors regarding the tax consequences of an investment in the Series 2021 Bonds (including
their status as U.S. Holders or Non-U.S. Holders).
Prospective investors should consult their own tax advisors in determining the U.S. federal, state,
local or non-U.S. tax consequences to them from the purchase, ownership and disposition of the Series
2021 Bonds in light of their particular circumstances.
U.S. Holders
Interest. Interest on the Series 2021 Bonds generally will be taxable to a U.S. Holder as ordinary
interest income at the time such amounts are accrued or received, in accordance with the U.S. Holder’s
method of accounting for U.S. federal income tax purposes.
To the extent that the issue price of any maturity of the Series 2021 Bonds is less than the amount
to be paid at maturity of such Series 2021 Bonds (excluding amounts stated to be interest and payable at
least annually over the term of such Bonds) by more than a de minimis amount, the difference may constitute
original issue discount (“OID”). U.S. Holders of Series 2021 Bonds will be required to include OID in
income for U.S. federal income tax purposes as it accrues, in accordance with a constant yield method based
on a compounding of interest (which may be before the receipt of cash payments attributable to such
income). Under this method, U.S. Holders generally will be required to include in income increasingly
greater amounts of OID in successive accrual periods.
The Series 2021 Bonds may be issued at a premium. In general, the excess of the issue price of a
Series 2021 Bond over its stated principal amount will constitute a premium. A U.S. Holder of a Series
2021 Bond issued at a premium may make an election, applicable to all debt securities purchased at a
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premium by such U.S. Holder, to amortize such premium, using a constant yield method over the term of
such Series 2021 Bond.
Sale or Other Taxable Disposition of the Series 2021 Bonds. Unless a nonrecognition provision of
the Code applies, the sale, exchange, retirement (including pursuant to an offer by the State) or other
disposition of a Series 2021 Bond, will be a taxable event for U.S. federal income tax purposes. In such
event, in general, a U.S. Holder of a Series 2021 Bond will recognize gain or loss equal to the difference
between (i) the amount of cash plus the fair market value of property received (except to the extent
attributable to accrued but unpaid interest on the Series 2021 Bond which will be taxed in the manner
described above) and (ii) the U.S. Holder’s adjusted U.S. federal income tax basis in the Series 2021 Bond
(generally, the purchase price paid by the U.S. Holder for the Series 2021 Bond, decreased by any amortized
premium, and increased by the amount of any OID previously included in income by such U.S. Holder with
respect to such Series 2021 Bond). Any such gain or loss generally will be capital gain or loss. In the case
of a noncorporate U.S. Holder of the Series 2021 Bonds, the maximum marginal U.S. federal income tax
rate applicable to any such gain will be lower than the maximum marginal U.S. federal income tax rate
applicable to ordinary income if such U.S. holder’s holding period for the Series 2021 Bonds exceeds one
year. The deductibility of capital losses is subject to limitations.
Defeasance of the Taxable Bonds. If the CEA defeases any Series 2021 Bond, the Series 2021
Bond may be deemed to be retired for U.S. federal income tax purposes as a result of the defeasance. In
that event, in general, a U.S. holder will recognize taxable gain or loss equal to the difference between (i)
the amount realized from the deemed sale, exchange or retirement (less any accrued qualified stated interest
which will be taxable as such) and (ii) the U.S. holder’s adjusted federal income tax basis in the Series 2021
Bond.
Information Reporting and Backup Withholding. Payments on the Series 2021 Bonds generally
will be subject to U.S. information reporting and possibly to “backup withholding.” Under Section 3406
of the Code and applicable U.S. Treasury Regulations issued thereunder, a non-corporate U.S. Holder of
the Series 2021 Bonds may be subject to backup withholding with respect to “reportable payments,” which
include interest paid on the Series 2021 Bonds and the gross proceeds of a sale, exchange, retirement or
other disposition of the Series 2021 Bonds. The payor will be required to deduct and withhold the
prescribed amounts if (i) the payee fails to furnish a U.S. taxpayer identification number (“TIN”) to the
payor in the manner required, (ii) the IRS notifies the payor that the TIN furnished by the payee is incorrect,
(iii) there has been a “notified payee underreporting” described in Section 3406(c) of the Code or (iv) the
payee fails to certify under penalty of perjury that the payee is not subject to withholding under Section
3406(a)(1)(C) of the Code. Amounts withheld under the backup withholding rules may be refunded or
credited against the U.S. Holder’s federal income tax liability, if any, provided that the required information
is timely furnished to the IRS. Certain U.S. holders (including among others, corporations and certain taxexempt organizations) are not subject to backup withholding. A holder’s failure to comply with back-up
withholding rules may result in the imposition of penalties by the IRS.
Non-U.S. Holders
Interest. Subject to the discussions below under the headings “Information Reporting and Backup
Withholding” and “Foreign Account Tax Compliance Act,” payments of principal of, and interest on, any
Series 2021 Bond to a Non-U.S. Holder, other than (1) a controlled foreign corporation, a such term is
defined in the Code, which is related to the CEA through stock ownership and (2) a bank which acquires
such Series 2021 Bond in consideration of an extension of credit made pursuant to a loan agreement entered
into in the ordinary course of business, will not be subject to any U.S. federal withholding tax provided that
the beneficial owner of the Series 2021 Bond provides a certification completed in compliance with
applicable statutory and regulatory requirements, which requirements are discussed below under the
heading “Information Reporting and Backup Withholding,” or an exemption is otherwise established.
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Disposition of the Series 2021 Bonds. Subject to the discussions below under the headings
“Information Reporting and Backup Withholding” and “Foreign Account Tax Compliance Act,” any gain
realized by a Non-U.S. Holder upon the sale, exchange, retirement (including pursuant to an offer by the
CEA or a deemed retirement due to defeasance of the Series 2021 Bond) or other disposition of a Bond
generally will not be subject to U.S. federal income tax, unless (i) such gain is effectively connected with
the conduct by such Non-U.S. Holder of a trade or business within the United States; or (ii) in the case of
any gain realized by an individual Non-U.S. Holder, such holder is present in the United States for 183 days
or more in the taxable year of such sale, exchange, retirement (including pursuant to an offer by the CEA)
or other disposition and certain other conditions are met.
Information Reporting and Backup Withholding. Subject to the discussion below under the heading
“Foreign Account Tax Compliance Act (“FATCA”)—U.S. Holders and Non-U.S. Holders,” under current
U.S. Treasury Regulations, payments of principal and interest on any Series 2021 Bonds to a holder that is
not a United States person will not be subject to any backup withholding tax requirements if the Beneficial
Owner of the Series 2021 Bond or a financial institution holding the Series 2021 Bond on behalf of the
Beneficial Owner in the ordinary course of its trade or business provides an appropriate certification to the
payor and the payor does not have actual knowledge that the certification is false. If a Beneficial Owner
provides the certification, the certification must give the name and address of such owner, state that such
owner is not a United States person, or, in the case of an individual, that such owner is neither a citizen nor
a resident of the United States, and the owner must sign the certificate under penalties of perjury.
Foreign Account Tax Compliance Act (“FATCA”)—U.S. Holders and Non-U.S. Holders
Sections 1471 through 1474 of the Code impose a 30% withholding tax on certain types of
payments made to foreign financial institutions, unless the foreign financial institution enters into an
agreement with the U.S. Treasury to, among other things, undertake to identify accounts held by certain
U.S. persons or U.S.-owned entities, annually report certain information about such accounts, and withhold
30% on payments to account holders whose actions prevent it from complying with these and other
reporting requirements, or unless the foreign financial institution is otherwise exempt from those
requirements. In addition, FATCA imposes a 30% withholding tax on the same types of payments to a
non-financial foreign entity unless the entity certifies that it does not have any substantial U.S. owners or
the entity furnishes identifying information regarding each substantial U.S. owner. Under current guidance,
failure to comply with the additional certification, information reporting and other specified requirements
imposed under FATCA could result in the 30% withholding tax being imposed on payments of interest on
the Series 2021 Bonds. In general, withholding under FATCA currently applies to payments of U.S. source
interest (including OID) and, under current guidance, will apply to certain “passthru” payments no earlier
than the date that is two years after publication of final U.S. Treasury Regulations defining the term “foreign
passthru payments.” Prospective investors should consult their own tax advisors regarding FATCA and its
effect on them.
The foregoing summary is included herein for general information only and does not discuss all
aspects of U.S. federal taxation that may be relevant to a particular holder of bonds in light of the holder’s
particular circumstances and income tax situation. Prospective investors are urged to consult their own tax
advisors as to any tax consequences to them from the purchase, ownership and disposition of Bonds,
including the application and effect of state, local, non-U.S., and other tax laws.
CONTINUING DISCLOSURE
The CEA will covenant for the benefit of the holders and beneficial owners of the Series 2021B
Bonds to provide certain financial information and operating data relating to the CEA (the “Annual Report”)
by not later than each September 30th prior to the final maturity date of the Series 2021B Bonds and with
respect to the Series 2021 Bonds to provide notices of the occurrence of certain enumerated events. The
Annual Report and the notices of certain enumerated events will be filed by, or on behalf of, the CEA with
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the Municipal Securities Rulemaking Board through the Electronic Municipal Market Access website of
the MSRB. The specific nature of the information to be contained in the Annual Report and the events
requiring the filing of a notice are set forth in APPENDIX E – “FORM OF CONTINUING DISCLOSURE
CERTIFICATE.” Pursuant to the Indenture, failure of the CEA to comply with its obligations under the
Continuing Disclosure Certificate will not be considered an event of default under the Indenture. However,
the Trustee, or any Bondholder or Beneficial Owner (as defined in the Continuing Disclosure Certificate)
may take such actions as may be necessary and appropriate, including seeking mandate or specific
performance by court order, to cause the CEA to comply with its obligations under the Continuing
Disclosure Certificate.
AUTHORIZATION
The delivery of this Official Statement has been duly authorized by the CEA.
CALIFORNIA EARTHQUAKE AUTHORITY
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APPENDIX A
FINANCIAL STATEMENTS
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APPENDIX B
SUMMARY OF THE INDENTURE
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APPENDIX C
PROPOSED FORM OF APPROVING OPINION OF BOND COUNSEL
Upon the delivery of the Series 2021 Bonds of the California Earthquake Authority, Orrick,
Herrington & Sutcliffe LLP, Bond Counsel to the CEA, proposes to deliver its approving opinion in
substantially the following form:
California Earthquake Authority
Sacramento, California
California Earthquake Authority
Revenue Bonds,
Series 2021A and Series 2021B
(Final Opinion)
Ladies and Gentlemen:
We have acted as bond counsel to the California Earthquake Authority (the “Authority”) in
connection with the issuance of $___________ principal amount of California Earthquake Authority
Revenue Bonds, Series 2021A (the “Series 2021A Bonds”) and $___________ aggregate principal amount
of California Earthquake Authority Revenue Bonds, Series 2021B (the “Series 2021B Bonds” and, together
with the Series 2021A Bonds, the “Bonds”), issued pursuant to an Indenture of Trust, dated as of March 1,
2020 (as previously supplemented and amended, the “Original Indenture”), as supplemented by a Third
Supplemental Indenture of Trust relating to the Series 2021A Bonds, dated as of October 1, 2021 (the
“Third Supplemental Indenture”), and as supplemented by a Fourth Supplemental Indenture of Trust
relating to the Series 2021B Bonds, dated as of October 1, 2021 (the “Fourth Supplemental Indenture” and,
together with the Original Indenture and the Third Supplemental Indenture, the “Indenture”), each between
the Authority and U.S. Bank National Association, as trustee (the “Trustee”). Capitalized terms not
otherwise defined herein shall have the meanings ascribed thereto in the Indenture.
In such connection, we have reviewed the Indenture, an opinion of counsel to the Authority,
certificates of the Authority and the Trustee, and such other documents, opinions and matters to the extent
we deemed necessary to render the opinions set forth herein.
The opinions expressed herein are based on an analysis of existing laws, regulations, rulings and
court decisions and cover certain matters not directly addressed by such authorities. Such opinions may be
affected by actions taken or omitted or events occurring after original delivery of the Bonds on the date
hereof. We have not undertaken to determine, or to inform any person, whether any such actions are taken
or omitted or events do occur or any other matters come to our attention after original delivery of the Bonds
on the date hereof. Accordingly, this letter speaks only as of its date and is not intended to, and may not,
be relied upon or otherwise used in connection with any such actions, events or matters. Our engagement
with respect to the Bonds has concluded with their issuance, and we disclaim any obligation to update this
letter. We have assumed the genuineness of all documents and signatures provided to us and the due and
legal execution and delivery thereof by, and validity against, any parties other than the Authority. We have
assumed, without undertaking to verify, the accuracy of the factual matters represented, warranted or
certified in the documents, and of the legal conclusions contained in the opinions, referred to in the second
paragraph hereof. Furthermore, we have assumed compliance with all covenants and agreements contained
in the Indenture. We call attention to the fact that the rights and obligations under the Bonds and the
Indenture and their enforceability may be subject to bankruptcy, insolvency, receivership, reorganization,
arrangement, fraudulent conveyance, moratorium and other laws relating to or affecting creditors’ rights,
to the application of equitable principles, to the exercise of judicial discretion in appropriate cases and to
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the limitations on legal remedies against authorities of the State of California. We express no opinion with
respect to any indemnification, contribution, liquidated damages, penalty (including any remedy deemed to
constitute or having the effect of a penalty), right of set-off, arbitration, judicial reference, choice of law,
choice of forum, choice of venue, non-exclusivity of remedies, waiver or severability provisions contained
in the foregoing documents, nor do we express any opinion with respect to the state or quality of title to or
interest in any of the assets described in or as subject to the lien of the Indenture or the accuracy or
sufficiency of the description contained therein of, or the remedies available to enforce liens on, any such
assets. Our services did not include financial or other non-legal advice. Finally, we undertake no
responsibility for the accuracy, completeness or fairness of the Official Statement dated _________, 2021,
or other offering material relating to the Bonds and express no opinion with respect thereto.
Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we are of the
following opinions:
1.

The Bonds constitute the valid and binding limited obligations of the Authority.

2.
The Indenture has been duly executed and delivered by, and constitutes the valid and
binding obligation of, the Authority. The Indenture creates a valid pledge, to secure the payment of the
principal of and interest on the Bonds, of all Pledged Revenue and Debt Service Deposits, subject to the
provisions of the Indenture permitting the application thereof for the purposes and on the terms and
conditions set forth in the Indenture.
3.
Interest on the Bonds is exempt from State of California personal income taxes. We
observe that interest on the Bonds is not excluded from gross income for federal income tax purposes under
Section 103 of the Internal Revenue Code of 1986. We express no opinion regarding any other tax
consequences related to the ownership or disposition of, or the amount, accrual or receipt of interest on, the
Bonds.
Faithfully yours,
ORRICK, HERRINGTON & SUTCLIFFE LLP

C-2
225

APPENDIX D
BOOK-ENTRY SYSTEM AND GLOBAL CLEARANCE PROCEDURES
The information set out below is subject to any change in or reinterpretation of the rules, regulations
and procedures of DTC, Euroclear Bank S.A./N.V. (“Euroclear”) or Clearstream Banking S.A.
(“Clearstream”) (DTC, Euroclear and Clearstream together, the “Clearing Systems”) currently in effect.
The information in this section concerning the Clearing Systems has been obtained from sources that CEA
believe to be reliable, but the CEA, the Trustee and the Underwriters do not take any responsibility for the
accuracy, completeness or adequacy of the information in this section. Investors wishing to use the facilities
of any of the Clearing Systems are advised to confirm the continued applicability of the rules, regulations
and procedures of the relevant Clearing System. The CEA and the Underwriters will not have any
responsibility or liability for any aspect of the records relating to, or payments made on account of,
beneficial ownership interests in the Series 2021 Bonds held through the facilities of any Clearing System
or for maintaining, supervising or reviewing any records relating to such beneficial ownership interests.
Clearing Systems
DTC Book-Entry Only System. The Depository Trust Company (“DTC”), New York, NY, will act
as securities depository for the Series 2021 Bonds. The Series 2021 Bonds will be issued as fully-registered
securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name as may
be requested by an authorized representative of DTC. One fully-registered bond certificate will be issued
for the Series 2021 Bonds in the aggregate principal amount of the Series 2021 Bonds and will be deposited
with DTC.
DTC, the world’s largest depository, is a limited-purpose trust company organized under the New
York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member
of the Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform
Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 17A of the
Securities Exchange Act of 1934. DTC holds and provides asset servicing for over 3.5 million issues of
U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market instrument from
over 100 countries that DTC’s participants (“Direct Participants”) deposit with DTC. DTC also facilitates
the post-trade settlement among Direct Participants of sales and other securities transactions in deposited
securities through electronic computerized book-entry transfers and pledges between Direct Participants’
accounts. This eliminates the need for physical movement of securities certificates. Direct Participants
include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing
corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The Depository Trust
& Clearing Corporation (“DTCC”). DTCC is the holding company for DTC, National Securities Clearing
Corporation and Fixed Income Clearing Corporation, all of which are registered clearing agencies. DTCC
is owned by the users of its regulated subsidiaries. Access to the DTC system is also available to others
such as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing
corporations that clear through or maintain a custodial relationship with a Direct Participant, either directly
or indirectly (“Indirect Participants”). DTC has an S&P Global Ratings rating of AA+. The DTC Rules
applicable to its Participants are on file with the Securities and Exchange Commission. More information
about DTC can be found at www.dtcc.com. The information set forth on such website is not incorporated
herein by reference.
Purchases of Series 2021 Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Series 2021 Bonds on DTC’s records. The ownership interest
of each actual purchaser of each Series 2021 Bond (“Beneficial Owner”) is in turn to be recorded on the
Direct and Indirect Participants’ records. Beneficial Owners will not receive written confirmation from
DTC of their purchase. Beneficial Owners are, however, expected to receive written confirmations
providing details of the transaction, as well as periodic statements of their holdings, from the Direct or
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Indirect Participant through which the Beneficial Owner entered into the transaction. Transfers of
ownership interests in the Series 2021 Bonds are to be accomplished by entries made on the books of Direct
and Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive
certificates representing their ownership interests in Series 2021 Bonds, except in the event that use of the
book-entry system for the Series 2021 Bonds is discontinued.
To facilitate subsequent transfers, all Series 2021 Bonds deposited by Direct Participants with DTC
are registered in the name of DTC’s partnership nominee, Cede & Co. or such other name as may be
requested by an authorized representative of DTC. The deposit of Series 2021 Bonds with DTC and their
registration in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial
ownership. DTC has no knowledge of the actual Beneficial Owners of the Series 2021 Bonds; DTC’s
records reflect only the identity of the Direct Participants to whose accounts such Series 2021 Bonds are
credited, which may or may not be the Beneficial Owners. The Direct and Indirect Participants will remain
responsible for keeping account of their holdings on behalf of their customers.
Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory requirements
as may be in effect from time to time. Beneficial Owners of Series 2021 Bonds may wish to take certain
steps to augment the transmission to them of notices of significant events with respect to the Series 2021
Bonds, such as redemptions, tenders, defaults, and proposed amendments to the Series 2021 Bond
documents. For example, Beneficial Owners of the Series 2021 Bonds may wish to ascertain that the
nominee holding the Series 2021 Bonds for their benefit has agreed to obtain and transmit notices to
Beneficial Owners. In the alternative, Beneficial Owners may wish to provide their names and addresses to
the Trustee and request that copies of notices be provided directly to them.
Redemption notices shall be sent to DTC. If less than all of the Series 2021 Bonds within a maturity
are being redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct
Participant in such maturity to be redeemed.
Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect to
the Series 2021 Bonds unless authorized by a Direct Participant in accordance with DTC’s Procedures.
Under its usual procedures, DTC mails an Omnibus Proxy to the CEA as soon as possible after the record
date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to
whose accounts the Series 2021 Bonds are credited on the record date (identified in a listing attached to the
Omnibus Proxy).
Payments of principal of and interest and redemption premium, if any, on the Series 2021 Bonds
will be made to Cede & Co., or such other nominee as may be requested by an authorized representative of
DTC. DTC’s practice is to credit Direct Participants’ accounts, upon DTC’s receipt of funds and
corresponding detail information from the CEA or its paying agent on payable date in accordance with their
respective holdings shown on DTC’s records. Payments by Participants to Beneficial Owners will be
governed by standing instructions and customary practices, as is the case with securities held for the
accounts of customers in bearer form or registered in “street name,” and will be the responsibility of such
Participant and not of DTC nor its nominee, the CEA or the paying agent, subject to any statutory or
regulatory requirements as may be in effect from time to time. Payment of redemption proceeds,
distributions, and dividend payments to Cede & Co. (or such other nominee as may be requested by an
authorized representative of DTC) is the responsibility of the CEA or its paying agent, disbursement of
such payments to Direct Participants will be the responsibility of DTC, and disbursement of such payments
to the Beneficial Owners will be the responsibility of Direct and Indirect Participants.
DTC may discontinue providing its services as securities depository with respect to the Series 2021
Bonds at any time by giving reasonable notice to the CEA or the Trustee. Under such circumstances, in the
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event that a successor securities depository is not obtained, Series 2021 Bond certificates are required to be
printed and delivered.
The CEA may decide to discontinue use of the system of book-entry-only transfers through DTC
(or a successor securities depository). In that event, Series 2021 Bond certificates will be printed and
delivered to DTC.
The information in this section concerning DTC and DTC’s book-entry system has been obtained
from sources that the CEA believes to be reliable, but the CEA takes no responsibility for its accuracy.
For so long as the Series 2021 Bonds are registered in the name of DTC or its nominee, Cede &
Co., the CEA and the Trustee will recognize only DTC or its nominee, Cede & Co., as the registered owner
of the Series 2021 Bonds for all purposes, including payments, notices and voting. So long as Cede & Co.
is the registered owner of the Series 2021 Bonds, references in this Official Statement to registered owners
of the Series 2021 Bonds shall mean Cede & Co. and shall not mean the Beneficial Owners of the Series
2021 Bonds.
Because DTC is treated as the owner of the Series 2021 Bonds for substantially all purposes
Beneficial Owners may have a restricted ability to influence in a timely fashion remedial action or the
giving or withholding of requested consents or other directions. In addition, because the identity of
Beneficial Owners is unknown, the CEA, its paying agent or DTC, it may be difficult to transmit
information of potential interest to Beneficial Owners in an effective and timely manner. Beneficial Owners
should make appropriate arrangements with their broker or dealer regarding distribution of information
regarding the Series 2021 Bonds that may be transmitted by or through DTC.
Neither the CEA, the Trustee nor the Underwriters have any responsibility or obligation with
respect to:
•
the accuracy of the records of DTC, its nominee or any Direct or Indirect Participant with
respect to any beneficial ownership interest in any Series 2021 Bonds;
•
the delivery to any Direct or Indirect Participant or any other person, other than a registered
owner as shown in the bond register, of any notice with respect to any Series 2021 Bonds including, without
limitation, any notice of redemption with respect to any Series 2021 Bonds;
•
the payment to any Direct or Indirect Participant or any other person, other than a registered
owner as shown in the bond register, of any amount with respect to the principal of, premium, if any, or
interest on, any Series 2021 Bonds; or
•

any consent given by DTC or its nominee as registered owner.

Prior to any discontinuation of the book entry only system hereinabove described, the CEA and its
paying agent may treat Cede & Co. (or such other nominee of DTC) as, and deem Cede & Co. (or such
other nominee) to be, the absolute registered owner of the Series 2021 Bonds for all purposes whatsoever,
including, without limitation:
•

the payment of principal, premium, if any, and interest on the Series 2021 Bonds;

•

giving notices of redemption and other matters with respect to the Series 2021 Bonds;

•

registering transfers with respect to the Series 2021 Bonds; and

•

the selection of Series 2021 Bonds for redemption.
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Euroclear and Clearstream. Euroclear and Clearstream have advised as follows:
Euroclear and Clearstream each hold securities for their customers and facilitate the clearance and
settlement of securities transactions by electronic book-entry transfer between their respective account
holders. Euroclear and Clearstream provide various services including safekeeping, administration,
clearance and settlement of internationally traded securities and securities lending and borrowing.
Euroclear and Clearstream also deal with domestic securities markets in several countries through
established depositary and custodial relationships. Euroclear and Clearstream have established an
electronic bridge between their two systems across which their respective participants may settle trades
with each other.
Euroclear and Clearstream customers are worldwide financial institutions, including underwriters,
securities brokers and dealers, banks, trust companies and clearing corporations. Indirect access to
Euroclear and Clearstream is available to other institutions that clear through or maintain a custodial
relationship with an account holder of either system, either directly or indirectly.
Clearing and Settlement Procedures
General. The Series 2021 Bonds sold in offshore transactions will be initially issued to investors
through the book-entry facilities of DTC, or Clearstream and Euroclear in Europe if the investors are
participants in those systems, or indirectly through organizations that are participants in the systems. For
any of such Series 2021 Bonds, the record holder will be DTC’s nominee. Clearstream and Euroclear will
hold omnibus positions on behalf of their participants through customers’ securities accounts in
Clearstream’s and Euroclear’s names on the books of their respective depositories.
The depositories, in turn, will hold positions in customers’ securities accounts in the depositories’
names on the books of DTC. Because of time zone differences, the securities account of a Clearstream or
Euroclear participant as a result of a transaction with a participant, other than a depository holding on behalf
of Clearstream or Euroclear, will be credited during the securities settlement processing day, which must
be a business day for Clearstream or Euroclear, as the case may be, immediately following the DTC
settlement date. These credits or any transactions in the securities settled during the processing will be
reported to the relevant Euroclear participant or Clearstream participant on that business day. Cash received
in Clearstream or Euroclear as a result of sales of securities by or through a Clearstream participant or
Euroclear participant to a DTC Participant, other than the depository for Clearstream or Euroclear, will be
received with value on the DTC settlement date but will be available in the relevant Clearstream or
Euroclear cash account only as of the business day following settlement in DTC.
Transfers between participants will occur in accordance with DTC rules. Transfers between
Clearstream participants or Euroclear participants will occur in accordance with their respective rules and
operating procedures. Cross-market transfers between persons holding directly or indirectly through DTC,
on the one hand, and directly or indirectly through Clearstream participants or Euroclear participants, on
the other, will be effected in DTC in accordance with DTC rules on behalf of the relevant European
international clearing system by the relevant depositories; however, cross-market transactions will require
delivery of instructions to the relevant European international clearing system by the counterparty in the
system in accordance with its rules and procedures and within its established deadlines in European time.
The relevant European international clearing system will, if the transaction meets its settlement
requirements, deliver instructions to its depository to take action to effect final settlement on its behalf by
delivering or receiving securities in DTC, and making or receiving payment in accordance with normal
procedures for same day funds settlement applicable to DTC. Clearstream participants or Euroclear
participants may not deliver instructions directly to the depositories.
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The CEA and the Underwriters will not impose any fees in respect of holding the Series 2021
Bonds; however, holders of book-entry interests in the Series 2021 Bonds may incur fees normally payable
in respect of the maintenance and operation of accounts in the Clearing Systems.
Initial Settlement. Interests in the Series 2021 Bonds will be in uncertified book-entry form.
Purchasers electing to hold book-entry interests in the Series 2021 Bonds through Euroclear and
Clearstream accounts will follow the settlement procedures applicable to conventional Eurobonds. Bookentry interests in the Series 2021 Bonds will be credited to Euroclear and Clearstream participants’
securities clearance accounts on the business day following the date of delivery of the Series 2021 Bonds
against payment (value as on the date of delivery of the Series 2021 Bonds). DTC participants acting on
behalf of purchasers electing to hold book-entry interests in the Series 2021 Bonds through DTC will follow
the delivery practices applicable to securities eligible for DTC’s Same Day Funds Settlement system. DTC
participants’ securities accounts will be credited with book-entry interests in the Series 2021 Bonds
following confirmation of receipt of payment to us on the date of delivery of the Series 2021 Bonds.
Secondary Market Trading. Secondary market trades in the Series 2021 Bonds will be settled by
transfer of title to book-entry interests in the Clearing Systems. Title to such book-entry interests will pass
by registration of the transfer within the records of Euroclear, Clearstream or DTC, as the case may be, in
accordance with their respective procedures. Book-entry interests in the Series 2021 Bonds may be
transferred within Euroclear and within Clearstream and between Euroclear and Clearstream in accordance
with procedures established for these purposes by Euroclear and Clearstream. Book-entry interests in the
Series 2021 Bonds may be transferred within DTC in accordance with procedures established for this
purpose by DTC. Transfer of book-entry interests in the Series 2021 Bonds between Euroclear or
Clearstream and DTC may be effected in accordance with procedures established for this purpose by
Euroclear, Clearstream and DTC.
Special Timing Considerations. You should be aware that investors will only be able to make and
receive deliveries, payments and other communications involving the Series 2021 Bonds through Euroclear
or Clearstream on days when those systems are open for business. In addition, because of time-zone
differences, there may be complications with completing transactions involving Clearstream and/or
Euroclear on the same business day as in the United States. U.S. investors who wish to transfer their
interests in the Series 2021 Bonds, or to receive or make a payment or delivery of Series 2021 Bonds, on a
particular day, may find that the transactions will not be performed until the next business day in
Luxembourg if Clearstream is used, or Brussels if Euroclear is used.
Clearing Information. The CEA and the Underwriters expect that the Series 2021 Bonds will be
accepted for clearance through the facilities of Euroclear and Clearstream. The international securities
identification numbers, common codes and CUSIP numbers, as applicable, for the Series 2021 Bonds are
set out on the inside cover page of this Official Statement.
General. None of Euroclear, Clearstream or DTC is under any obligation to perform or continue
to perform the procedures referred to above, and such procedures may be discontinued at any time.
Neither the CEA, the Underwriters nor any of their agents will have any responsibility for the
performance by Euroclear, Clearstream or DTC or their respective direct or indirect participants or account
holders of their respective obligations under the rules and procedures governing their operations or the
arrangements referred to above.
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APPENDIX E
FORM OF CONTINUING DISCLOSURE CERTIFICATE
This Continuing Disclosure Certificate (this “Disclosure Certificate”) is executed as of
__________, 2021, by the California Earthquake Authority (the “Authority”) in connection with the
issuance by the Authority of $_________ aggregate principal amount of California Earthquake Authority
Revenue Bonds, Series 2021 (the “Bonds”), consisting of $_________ principal amount of California
Earthquake Authority Revenue Bonds, Series 2021A (the “Series 2021A Bonds”) and $_________
principal amount of California Earthquake Authority Revenue Bonds, Series 2021B (the “Series 2021B
Bonds”). The Bonds are being issued pursuant to an Indenture of Trust, dated as of March 1, 2020, as
supplemented by the Third Supplemental Indenture, dated as of October 1, 2021, and as supplemented by
the Fourth Supplemental Indenture of Trust, dated as of October 1, 2021 (as previously amended and
supplemented and hereinafter collectively referred to as the “Indenture”), each between the Authority and
U.S. Bank National Association, as trustee (the “Trustee”). The Authority hereby covenants and agrees as
follows:
SECTION 1. Nature of the Disclosure Certificate. This Disclosure Certificate is executed for
the benefit of the Holders and Beneficial Owners (as defined below) of the Bonds from time to time, and
in order to assist the Participating Underwriters (as defined below) in complying with the Rule (as defined
below), but this Disclosure Certificate (i) shall not be deemed to create any monetary or other liability on
the part of the State of California and (ii) shall not be deemed to create any monetary liability of the
Authority to any other persons, including Holders or Beneficial Owners of the Bonds based on the Rule.
The sole remedy in the event of any failure of the Authority to comply with this Disclosure Certificate shall
be an action to compel performance of any act required hereunder.
SECTION 2. Definitions. In addition to the definitions set forth above and in the Indenture,
which apply to any capitalized term used but not defined in this Disclosure Certificate, the following
capitalized terms shall have the following meanings:
“Annual Report” shall mean the Annual Report filed by the Authority pursuant to, and as described
in, Sections 3 and 4 of this Disclosure Certificate, with respect to the Series 2021B Bonds.
“Beneficial Owner” shall mean any person who has or shares the power, directly or indirectly, to
make investment decisions concerning ownership of any Bonds (including persons holding Bonds through
nominees, depositories or other intermediaries).
“Dissemination Agent” shall mean the Authority, acting in its capacity as Dissemination Agent
hereunder, or any successor Dissemination Agent designated in writing by the Authority.
“EMMA System” shall mean the MSRB’s Electronic Municipal Market Access system, or such
other electronic system designated by the MSRB.
“Financial Obligation” means “financial obligation” as such term is defined in the Rule.
“Holder” shall mean any Person listed on the registration books of the Trustee as the registered
owner of any Bonds.
“Listed Event” shall mean any of the events listed in Section 5(a) of this Disclosure Certificate.
“MSRB” shall mean the Municipal Securities Rulemaking Board, or any successor thereto.
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“Official Statement” shall mean the official statement relating to the Bonds, dated ___________,
2021.
“Participating Underwriter” shall mean any original underwriters of the Bonds required to comply
with the Rule in connection with the offering of the Bonds.
“Rule” shall mean Rule 15c2–12(b)(5) adopted by the SEC under the Securities Exchange Act of
1934, as the same may be amended from time to time.
SECTION 3.

Provision of Annual Reports.

(a)
The Authority shall, with respect to the Series 2021B Bonds, not later than September 30
of each year in which the Series 2021B Bonds are outstanding, commencing with the report containing
2020-21 fiscal year financial information, submit an Annual Report consistent with the requirements of this
Disclosure Certificate (an “Annual Report”) to the MSRB through the EMMA System, in an electronic
format and accompanied by identifying information both as prescribed by the MSRB; provided that the
audited financial statements of the Authority may be submitted separately from the balance of the Annual
Report and later than the date required above for the submission to the MSRB of the Annual Report if the
audited financial statements are not available by that date. The Authority shall make available a copy of
any Annual Report to any person who requests a copy at a cost not exceeding the reasonable cost of
duplication and delivery.
(b)
If in any year the Authority does not submit the Annual Report to the MSRB by the date
specified above, the Authority shall instead submit a notice to the MSRB through the EMMA System stating
that the Annual Report has not been timely completed and, if known, stating the date by which the Authority
expects to submit the Annual Report.
(c)
The Authority (or if a Dissemination Agent other than the Authority has been appointed,
the Dissemination Agent) shall:
1.
provide a report to the Trustee certifying that the Annual Report has been
submitted pursuant to this Disclosure Certificate and listing the dates of the submittals; and
2.
the Trustee.

take any other actions mutually agreed to between the Dissemination Agent and

SECTION 4. Content of Annual Reports. The Annual Report shall contain or include by
reference the following:
(a)
Audited financial statements of the Authority for the fiscal year ended on the most recent
December 31, of the type included in the Official Statement. If the Authority’s audited financial statements
are not available by the date the Annual Report is required to be submitted pursuant to this Disclosure
Certificate, the Annual Report shall contain or include by reference the most recent unaudited annual
financial statements available to the Authority, and the audited financial statements shall be submitted in
the same manner as the Annual Report when and if they become available.
(b)
Other financial information and operating data as follows: (a) an updated table of Pledged
Policyholder Premiums; (b) an updated table of claim payments made by the Authority; and (c) an updated
table depicting the Authority’s claim-paying capacity.
The Annual Report may consist of one or more documents. Any or all of the items listed above
may be included in the Annual Report by reference to other documents that the Authority has submitted to
the MSRB through the EMMA System, including any final official statement (in which case such final
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official statement must also be available from the MSRB through the EMMA System). The Authority shall
clearly identify in the Annual Report each such document so included by reference.
SECTION 5.

Reporting of Listed Events.

(a)
The Authority shall give, or cause to be given, notice of the occurrence of any of the
following events with respect to the Bonds not later than ten business days after the occurrence of the event:
1.

Principal and interest payment delinquencies;

2.

Unscheduled draws on debt service reserves reflecting financial difficulties;

3.

Unscheduled draws on credit enhancements reflecting financial difficulties;

4.

Substitution of credit or liquidity providers, or their failure to perform;

5.

Adverse tax opinions or issuance by the Internal Revenue Service of proposed or final
determination of taxability or of a Notice of Proposed Issue (IRS Form 5701 TEB);

6.

Tender offers;

7.

Defeasances;

8.

Rating changes; or

9.

Bankruptcy, insolvency, receivership or similar event of the obligated person;

Note: for the purposes of the event identified in subparagraph (9), the event is considered to occur
when any of the following occur: the appointment of a receiver, fiscal agent or similar
officer for an obligated person in a proceeding under the U.S. Bankruptcy Code or in any
other proceeding under state or federal law in which a court or governmental authority has
assumed jurisdiction over substantially all of the assets or business of the obligated person,
or if such jurisdiction has been assumed by leaving the existing governmental body and
officials or officers in possession but subject to the supervision and orders of a court or
governmental authority, or the entry of an order confirming a plan of reorganization,
arrangement or liquidation by a court or governmental authority having supervision or
jurisdiction over substantially all of the assets or business of the obligated person.
10.

Default, event of acceleration, termination event, modification of terms, or other similar
events under the terms of a Financial Obligation of the Authority, any of which reflect
financial difficulties.

(b)
The Authority shall give, or cause to be given, notice of the occurrence of any of the
following events with respect to the Bonds, if material, not later than ten business days after the occurrence
of the event:
1.

Unless described in paragraph 5(a)(5), other notices or determinations by the Internal
Revenue Service with respect to the tax status of the Bonds or other events affecting the
tax status of the Bonds;

2.

Modifications to rights of the Owners of the Bonds;

3.

Optional, unscheduled or contingent Bond calls;
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4.

Release, substitution or sale of property securing repayment of the Bonds;

5.

Non-payment related defaults;

6.

The consummation of a merger, consolidation, or acquisition involving an obligated person
or the sale of all or substantially all of the assets of the obligated person, other than in the
ordinary course of business, the entry into a definitive agreement to undertake such an
action or the termination of a definitive agreement relating to any such actions, other than
pursuant to its terms; or

7.

Appointment of a successor or additional trustee or the change of name of a trustee;

8.

Incurrence of a Financial Obligation of the Authority, or agreement to covenants, events
of default, remedies, priority rights, or other similar terms of a Financial Obligation of the
Authority, any of which affect security holders.

(c)
The Authority shall timely submit a notice of the occurrence of a Listed Event, as required
under applicable federal securities laws, to the MSRB through the EMMA System.
SECTION 6. Termination of Reporting Obligation. The Authority’s obligations under Section
3, 4 and 5 of this Disclosure Certificate shall terminate, with respect to any of the Series 2021 Bonds, upon
the final maturity, legal defeasance, prior redemption or acceleration of such Series 2021 Bonds.
SECTION 7. Dissemination Agent. The Authority may, from time to time, appoint or engage a
Dissemination Agent to assist it in carrying out the obligations under this Disclosure Certificate, and the
Authority may discharge any such Dissemination Agent, with or without appointing a successor
Dissemination Agent. The initial Dissemination Agent shall be the Authority. If at any time there is not an
Authority-appointed or Authority-engaged Dissemination Agent, the Authority shall be the Dissemination
Agent. The Dissemination Agent (if not the Authority) shall not be responsible in any manner for the content
of any notice or report prepared by the Authority pursuant to this Disclosure Certificate.
SECTION 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Certificate, the Authority may amend or waive any provision of this Disclosure Certificate, provided that
the following conditions are satisfied:
(a)
If the amendment or waiver relates to the provisions of Section 3(a), 4, or 5(a), it may only
be made in connection with a change in circumstances that arises from a change in legal requirements,
change in law, or change in the identity, nature or status of an obligated person with respect to the Bonds,
or a change in the type of business conducted;
(b)
The undertaking, as amended or taking into account such waiver, would, in the opinion of
nationally recognized bond counsel, have complied with the requirements of the Rule at the time of the
original issuance of the Bonds, after taking into account any amendments or interpretations of the Rule, as
well as any change in circumstances; and
(c)
The amendment or waiver either (i) is approved by the Holders of 60% of the Bonds
outstanding or (ii) does not, in the opinion of nationally recognized bond counsel, materially impair the
interests of the Holders or Beneficial Owners of the Bonds. The Authority may amend this Disclosure
Certificate without approval by the Holders to the extent permitted by rule, order or other official
pronouncement of the SEC.
In the event of any amendment or waiver of a provision of this Disclosure Certificate, the Authority
shall describe that amendment or waiver in the next Annual Report, and shall include, as applicable, a
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narrative explanation of the reason for the amendment or waiver and its impact on the type (or, in the case
of a change of accounting principles, on the presentation) of financial information or operating data being
presented by the Authority in a notice of such change given in the same manner as for a Listed Event under
Section 5(b). In addition, if the amendment or waiver relates to a change of the accounting principles to be
followed by the Authority in preparing its financial statements, (i) notice of that change shall be given in
the same manner as for a Listed Event under Section 5(b), and (ii) the Annual Report for the year in which
the change is effective should present a comparison (in narrative form and also, if feasible, in quantitative
form) between the financial statements as prepared on the basis of the new accounting principles and the
financial statements as prepared on the basis of the former accounting principles.
SECTION 9. Additional Information. Nothing in this Disclosure Certificate shall be deemed to
prevent the Authority from disseminating any other information, using the means of dissemination set forth
in this Disclosure Certificate or any other means of dissemination or communication, or including any other
information in any Annual Report or notice of occurrence of a Listed Event in addition to the information
that is specifically required by this Disclosure Certificate. If the Authority chooses to include any
information in any Annual Report or notice of occurrence of a Listed Event in addition to the information
that is specifically required by this Disclosure Certificate, the Authority shall not have any obligation under
this Disclosure Certificate to update such information or include it in any Annual Report or future notice of
occurrence of a Listed Event.
SECTION 10. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the
Holders and Beneficial Owners from time to time of the Bonds, and shall create no rights in any other
person or entity (except the right of the Trustee or any Holder or Beneficial Owner to enforce the provisions
of this Disclosure Certificate on behalf of the Holders). This Disclosure Certificate is not intended to create
any monetary rights on behalf of any person based on the Rule.
SECTION 11. Partial Invalidity. If any one or more of the agreements or covenants, or portions
thereof, required by this Disclosure Certificate to be performed by or on the part of the Authority shall be
contrary to law, then such agreement or agreements, such covenant or covenants, or such portions of either
or both, shall be null and void and shall be deemed separable from the remaining agreements and covenants,
or portions thereof, and shall in no way affect the validity of, and the Holders of the Bonds shall retain all
the benefits afforded to them under, this Disclosure Certificate. The Authority hereby declares that it would
have executed and delivered this Disclosure Certificate and each and every other article, section, paragraph,
subdivision, sentence, clause and phrase of this Disclosure Certificate, irrespective of the fact that any one
or more articles, sections, paragraphs, subdivisions, sentences, clauses or phrases of this Disclosure
Certificate, or the application thereof to any person or circumstance, may be held to be unconstitutional,
unenforceable, or invalid.
SECTION 12. Governing Law. The laws of the State of California shall govern this Disclosure
Certificate, the interpretation of this Disclosure Certificate, and any right or liability arising under this
Disclosure Certificate. Any action or proceeding to enforce or interpret any provision of this Disclosure
Certificate shall be brought, commenced, or prosecuted in the Superior Court of California, County of
Sacramento, California.
IN WITNESS WHEREOF, the Authority has executed this Disclosure Certificate as of the date
first above written.
CALIFORNIA EARTHQUAKE AUTHORITY

By

Chief Financial Officer
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APPENDIX F
LETTERS FROM CERTAIN UNDERWRITERS
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$_________
CALIFORNIA EARTHQUAKE AUTHORITY
REVENUE BONDS, SERIES 2021[A][B]
(FEDERALLY TAXABLE)
PURCHASE CONTRACT
September__, 2021
California Earthquake Authority
Chief Financial Officer
801 K Street, Suite 1000
Sacramento, California 95814
Honorable Fiona Ma
Treasurer of the State of California
915 Capitol Mall, Room 261
Sacramento, California 95814
Ladies and Gentlemen:
The undersigned, [J.P. Morgan Securities LLC ][Goldman Sachs & Co. LLC ] (the
“Representative”), acting on behalf of itself and the other underwriters named on the attached
Schedule I to this Purchase Contract (collectively, the “Underwriters”), offers to enter into this
Purchase Contract with the California Earthquake Authority (the “Authority”) and with the Treasurer
of the State of California (the “State Treasurer”), acting as agent for sale on behalf of the Authority.
This offer is made subject to the Authority’s and State Treasurer’s acceptance of this Purchase Contract
on or before 11:59 p.m., California time, on the date set forth above and, if not so accepted, will be
subject to withdrawal by the Underwriters upon notice by the Representative delivered to the Authority
and the State Treasurer at any time prior to the acceptance of this Purchase Contract by the Authority
and the State Treasurer. Upon acceptance of this offer the Purchase Contract will be binding upon the
Authority, the State Treasurer and the Underwriters. Capitalized terms used in this Purchase Contract
and not otherwise defined herein shall have the meanings ascribed to such terms as set forth in the
Preliminary Official Statement (defined herein).
Section 1.
Upon the terms and conditions and upon the basis of the representations,
warranties and covenants set forth in this Purchase Contract, the Underwriters, jointly and severally,
agree to purchase from the State Treasurer, and the State Treasurer agrees to sell and deliver to the
Underwriters, on behalf of the Authority, all (but not less than all) of the $__________ aggregate
principal amount of the Authority’s Revenue Bonds, Series 2021[A][B] (Federally Taxable) (the
“Bonds”).
The Bonds shall be dated their date of delivery and shall mature on the [date][dates] and in the
[amount][amounts] and bear interest at the [rate][rates] per annum set forth in Schedule II attached
hereto. The [aggregate] purchase price for the Bonds shall be as set forth in Schedule III attached
hereto, with the payment for and delivery of the Bonds to be made pursuant to Section 11 of this
Purchase Contract (such payment and delivery and the other actions contemplated to take place at the
time of such payment and delivery being sometimes referred to herein as the “Closing”).
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Section 2.
The Underwriters acknowledge receipt of the Authority’s Preliminary Official
Statement, dated September __, 2021 (including the cover page and all appendices thereto, the
“Preliminary Official Statement”), relating to the Bonds, the Authority’s Revenue Bonds, Series
2021[A][B] (Federally Taxable) issued concurrently with the Bonds and any Additional Bonds, as
defined in the Preliminary Official Statement (collectively, the “Series 2021 Bonds”) and the Authority
agrees to deliver or cause to be delivered to the Underwriters the final Official Statement relating to
the Series 2021 Bonds dated the date hereof as provided in Section 8 of this Purchase Contract
(including the cover page and all appendices thereto and as may be amended and supplemented from
time to time pursuant to this Purchase Contract, the “Official Statement”). The Authority has “deemed
final” the Preliminary Official Statement pursuant to Securities and Exchange Commission Rule 15c212 (“Rule 15c2-12”) except for the omission of certain information permitted to be omitted by such
rule, as stated in the certificate of the Authority regarding the Preliminary Official Statement delivered
to the Representative on the date thereof.
The Underwriters have reviewed the information in the Preliminary Official Statement and will
review the information in the Official Statement when delivered, in accordance with, and as part of,
their responsibilities to investors under the federal securities laws as applied to the facts and
circumstances of this transaction, but the Underwriters have not guaranteed and will not guarantee the
accuracy or completeness of such information. The Underwriters have not notified the State Treasurer
or the Authority of the need to modify or supplement the Preliminary Official Statement.
Section 3.
The Bonds shall be issued and secured under the provisions of California
Insurance Code Sections 10089.5 through 10089.54 (the “CEA Act”), a resolution of the Authority
adopted on [September 16], 2021, and the Indenture of Trust, dated March 1, 2020, by and between
the Authority and U.S. Bank National Association, as trustee thereunder (the “Trustee”), as
supplemented, including as supplemented by the [Third][Fourth] Supplemental Indenture of Trust,
dated as of October 1, 2021 (collectively, the “Indenture”), by and between the Authority and the
Trustee. The Bonds shall be issued in the form as described in the Indenture and shall be payable
[KEEP FOR SERIES 2021B – and subject to redemption] as set forth in the Indenture. [KEEP FOR
SERIES 2021B – The redemption provisions for the Bonds in the Indenture shall conform in all
material respects with the redemption provisions set forth in Schedule II attached hereto and set forth
in the Official Statement with respect to the Bonds.] The Bonds shall be legal, valid and binding
obligations of the Authority to the extent provided in the Indenture, payable solely from Pledged
Revenue and Debt Service Deposits (as defined in the Indenture). Net proceeds of the Bonds (being
the aggregate principal amount of the Bonds less the underwriting discount) will be held by the
Authority in the Claims-Paying Account established for the Series 2021 Bonds to enhance the
Authority’s claims-paying capacity.
The Authority will undertake, pursuant to a Continuing Disclosure Certificate, dated as of
October 1, 2021 (the “Continuing Disclosure Certificate”), to provide annual reports and notices of
certain events in accordance with the terms thereof. The form of the Continuing Disclosure Certificate
is set forth as Appendix E to the Preliminary Official Statement and the Official Statement.
Section 4.
The Representative has delivered a deposit in the form of a wire transfer (in
immediately available funds) to a financial institution for the account of the Authority in an amount
equal to $_________. Such deposit has been delivered by the Underwriters as security for the
performance by the Underwriters of their obligations to purchase, accept delivery of and pay for the
Bonds at Closing. Upon acceptance of this offer by the Authority and the State Treasurer, the Authority
may draw upon such deposit and invest the proceeds of the deposit for its account. At the Closing, the
Underwriters shall pay or cause to be paid the purchase price of the Bonds (as specified in Schedule
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III), less the amount of such deposit, without interest on such deposit. Should the Authority fail to
deliver the Bonds at Closing, or should the State Treasurer or the Authority be unable to satisfy the
conditions to the obligations of the Underwriters to accept delivery of and to pay for the Bonds, as set
forth in this Purchase Contract (unless waived by the Underwriters), or should such obligations of the
Underwriters be terminated for a reason permitted by this Purchase Contract, the Authority shall
forthwith return the amount of such deposit within two business days, without interest, to the
Underwriters. If the Underwriters fail (other than for a reason permitted hereunder) to accept delivery
of and pay for any of the Bonds at the Closing as herein provided, such deposit shall be retained by the
Authority as and for full liquidated damages for the failure of the Underwriters to accept delivery of
and pay for the Bonds. The retention of such deposit shall constitute a full release and discharge of all
claims and rights of the State Treasurer and the Authority against the Underwriters on account of such
failure. The Underwriters, the Authority, and the State Treasurer understand that in such event the
Authority’s actual damages may be more or less than the amount of such deposit and the exact amount
of actual damages will be difficult to ascertain. Accordingly, each of the Underwriters waives any
right to claim that the Authority’s actual damages resulting from such failure are less than the amount
of such liquidated damages and the execution of this Purchase Contract by the State Treasurer and the
Authority shall constitute a waiver of any right the State Treasurer or the Authority may have to
additional damages from the Underwriters.
Section 5.
The Underwriters have designated the Representative to act on behalf of the
Underwriters with respect to this Purchase Contract. The Representative hereby represents, warrants,
and covenants to the Authority and the State Treasurer that (a) it is duly authorized to execute this
Purchase Contract on behalf of the Underwriters and to take all actions required or permitted to be
taken hereunder by or on behalf of the Underwriters, (b) any authority, discretion, or other power
conferred upon the Underwriters by this Purchase Contract may be exercised by the Representative
acting without any of the other Underwriters, and (c) the Representative shall promptly notify the
Authority and the State Treasurer of the date when all of the Bonds have been sold.
Section 6.
It shall be a condition to the obligations of the Underwriters to purchase, to
accept delivery of and to pay for the Bonds that the entire principal amount of the Bonds shall be sold
and delivered by the Authority to the Underwriters at Closing. The Underwriters agree to make an
initial bona fide public offering of all of the Bonds, at the offering [price][prices] (or [yield][yields])
set forth on Schedule II attached hereto. Following the initial public offering of the Bonds, the offering
prices may be changed from time to time by the Underwriters.
Section 7.
[Reserved.] [The Representative represents that there were no Bonds sold by
the Underwriters in the initial offering to investors, the sale to whom would require registration under
foreign law.]
Section 8.
(a)
The Authority hereby authorizes the distribution of the Official
Statement by the Underwriters in connection with the public offering and the sale of the Bonds;
provided, however, that the Underwriters shall not sell any of the Bonds outside of the United States
and the jurisdictions identified in the Official Statement under the caption “INFORMATION
CONCERNING OFFERING RESTRICTIONS IN CERTAIN JURISDICTIONS OUTSIDE THE
UNITED STATES” (the “Foreign Jurisdictions”). The Authority hereby ratifies, confirms and
approves of the distribution by the Underwriters prior to the date hereof of the Preliminary Official
Statement, in electronic form, in connection with the offering of the Bonds. Notwithstanding anything
to the contrary herein, the Authority shall not be responsible for, nor incur any obligation arising
directly or indirectly from, (i) compliance with any applicable laws, rules or regulations in any
jurisdictions outside of the United States in which the Underwriters qualify, purchase, offer or sell the
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Bonds, or seek permission, consent or approval therefor, (ii) any possession or distribution of the
Preliminary Official Statement, the Official Statement or any other offering material in connection
with qualification, purchase, offer or sale in any jurisdictions outside of the United States, or (iii) the
statements or information under the heading “INFORMATION CONCERNING OFFERING
RESTRICTIONS IN CERTAIN JURISDICTIONS OUTSIDE THE UNITED STATES” in the
Preliminary Official Statement or the Official Statement, which statements and information were
provided by the Underwriters for inclusion in the Preliminary Official Statement and the Official
Statement.
(b)
The Authority shall supply or cause to be supplied to the Underwriters, within seven
(7) business days of the date of this Purchase Contract and in time to accompany any confirmation that
requests payment from any customer, provided such business day is no later than one (1) business day
prior to the Closing, the Official Statement in the designated electronic format (including, but not
limited to, a word searchable PDF) to allow the Underwriters to comply with Rule 15c2-12 and the
applicable rules of the Municipal Securities Rulemaking Board (the “MSRB”) and similar rules
applicable to the offering of the Bonds in the Foreign Jurisdictions. Each of the Underwriters hereby
agrees that it will not send any confirmation requesting payment for the purchase of any of the Bonds
unless the confirmation is accompanied by or preceded by the delivery of a copy of the Official
Statement. The Representative agrees to: (a) provide the State Treasurer and the Authority, by 5:00
p.m., California time, on the day this Purchase Contract is executed, with final pricing information on
the Bonds and any other information necessary for the completion of the Official Statement; (b)
promptly disseminate or cause to be disseminated to the Underwriters an electronic copy of the Official
Statement, including any supplements thereto prepared by the Authority; (c) promptly file an electronic
copy of the Official Statement, including any supplements prepared by the Authority, with the MSRB
through its Electronic Municipal Market Access website, in each case, within one business day of
receipt thereof; and (d) take any and all other actions necessary to comply with applicable Securities
and Exchange Commission rules and MSRB rules governing the offering, sale and delivery of the
Bonds to ultimate purchasers.
(c)
From the date hereof until the earlier of twenty-five (25) days from the “end of the
underwriting period” (as defined in paragraph (f)(2) of Rule 15c2-12) or the date when all of the Bonds
have been sold by the Underwriters, if in the reasonable opinion of the Authority, Orrick, Herrington
& Sutcliffe LLP (“Bond Counsel”), Hawkins Delafield & Wood (“Disclosure Counsel”), General
Counsel to the Authority, or Norton Rose Fulbright US LLP (“Underwriters’ Counsel”), any event
shall occur as a result of which it is necessary to amend or supplement the Official Statement so that it
does not contain an untrue statement of a material fact or omit to state a material fact necessary in order
to make the statements therein, in the light of the circumstances under which they were made, not
misleading, the Authority, may, and if requested by the Representative will, forthwith prepare and
furnish to the Underwriters in the electronic format designated by the MSRB an amendment of or
supplement to the Official Statement (in form and substance satisfactory to Bond Counsel, General
Counsel to the Authority and Underwriters’ Counsel) which will amend or supplement the Official
Statement so that it will not contain an untrue statement of a material fact or omit to state a material
fact necessary in order to make the statements therein, in the light of the circumstances under which
they were made, not misleading. For the period of time this section remains operative, the Authority
will furnish to the Underwriters such information as the Underwriters may, in consultation with the
Authority and the State Treasurer, from time to time reasonably request. The Authority may assume
that the “end of the underwriting period,” for purposes of Rule 15c2-12, and the sale of all of the Bonds
by the Underwriters, will occur on the date of Closing unless notified otherwise, in writing, by the
Representative on the date of Closing. If the Representative notifies the Authority and the State
Treasurer that the end of the underwriting period shall not occur on the date of Closing, the
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Representative shall promptly notify the Authority and the State Treasurer of the date when all Bonds
have been sold by the Underwriters. After the earlier of twenty-five (25) days from the “end of the
underwriting period” or the date when the Representative notifies the Authority and the State Treasurer
that all of the Bonds have been sold by the Underwriters, the Authority will no longer be obligated to
amend or supplement the Official Statement.
Section 9.
The Authority represents to each of the Underwriters as follows, each such
representation to be deemed made as of the date of this Purchase Contract unless otherwise stated:
(a)
The Authority will furnish or cause to be furnished such information, execute or cause
to be executed such instruments and take or cause to be taken such other reasonable action in
cooperation with the Representative as the Representative may deem necessary in order to qualify the
Bonds for offer and sale under the “Blue Sky” or other securities laws and regulations of such states
and other jurisdictions of the United States and the Foreign Jurisdictions, as the Underwriters may
designate and determine the eligibility of the Bonds for investment under the laws of such states and
other jurisdictions; provided, however, that the foregoing will not require the Authority to register as
a dealer or broker or to consent to service of process or to qualify as a foreign corporation in connection
with such qualification in any foreign jurisdiction or to comply with any other requirements reasonably
deemed by the Authority to be unduly burdensome in connection with the foregoing;
(b)
The Authority is a duly constituted and validly existing public instrumentality of the
State of California (the “State”) and has all necessary power and authority to issue the Bonds, to enter
into this Purchase Contract, the Indenture and the Continuing Disclosure Certificate, to issue, sell and
deliver the Bonds to the Underwriters as provided herein, and to carry out and consummate all other
transactions contemplated by each of the aforesaid documents;
(c)
The Authority has duly authorized the execution and delivery of this Purchase Contract,
the Indenture, the Continuing Disclosure Certificate and the Bonds, has duly authorized the delivery
of the Official Statement, and has duly authorized the performance of its obligations under this
Purchase Contract, the Indenture, the Continuing Disclosure Certificate and the Bonds;
(d)
This Purchase Contract, the Indenture, the Continuing Disclosure Certificate and the
Bonds, upon due execution by the other parties hereto or thereto, will constitute legal, valid and binding
obligations of the Authority, enforceable against it in accordance with their respective terms, subject
to bankruptcy, insolvency, reorganization, arrangement, fraudulent conveyance, moratorium, and other
laws relating to or affecting creditors’ rights, to the application of equitable principles, to the exercise
of judicial discretion and to the limitations on legal remedies against governmental entities of the State;
(e)
The Authority is not in breach of or in default under any applicable law or
administrative regulation of the State or the United States or any applicable judgment or decree or any
loan agreement, note, resolution, agreement or other instrument to which the Authority is a party or
otherwise subject, which breach or default would in any way materially and adversely affect this
Purchase Contract, the Indenture and the Continuing Disclosure Certificate, or the issuance of the
Bonds, and no event has occurred and is continuing that with the passage of time or giving of notice,
or both, would constitute such a breach or default; and the execution and delivery by the Authority of
this Purchase Contract, the Indenture and the Continuing Disclosure Certificate, and compliance with
the provisions thereof or of the Indenture, and the issuance, sale and delivery of the Bonds will not
materially conflict with or constitute a breach of or default under any law, administrative regulation,
judgment, decree or any agreement or other instrument to which the Authority is a party or otherwise
subject; nor will any such execution, delivery, issuance, sale or compliance result in the creation or
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imposition of any lien, charge, encumbrance or security interest of any nature whatsoever upon any of
the revenues or assets of the Authority pledged to pay the principal of and interest on the Bonds, except
as expressly provided or permitted by the CEA Act, the Indenture and the Bonds;
(f)
No litigation is pending (with service of process having been accomplished) or, to the
knowledge of the Authority, threatened against the Authority (a) to restrain or enjoin the collection of
any of the Pledged Revenue under the Indenture or the pledge thereof, (b) in any way questioning or
affecting any of the rights, powers, duties or obligations of the Authority with respect to the Pledged
Revenue under the Indenture, (c) to restrain or enjoin the execution or delivery of this Purchase
Contract, the Bonds, the Indenture or the Continuing Disclosure Certificate, or performance under any
of the Indenture and the Continuing Disclosure Certificate, or in any way questioning or affecting any
authority for the issuance of the Bonds or enforceability of the Bonds, the Indenture, the Continuing
Disclosure Certificate and this Purchase Contract, (d) in any way contesting the accuracy of the Official
Statement or contesting or affecting the validity of this Purchase Contract, the Bonds, the Indenture or
the Continuing Disclosure Certificate, or any other document, license, permit or approval necessary to
the performance on its part under such documents or the proceeding or authority pursuant to which the
Bonds will be issued and sold, or (e) in any way questioning or affecting any other agreement or
instrument to which the Authority is a party, wherein an unfavorable decision or ruling with respect to
any of the above would materially adversely affect the sale or issuance of the Bonds as contemplated
by this Purchase Contract or the Indenture or which, in any way, would adversely affect the validity or
enforceability of the Bonds, the Indenture, the Continuing Disclosure Certificate or this Purchase
Contract or would materially adversely affect the collection of any of the Pledged Revenue under the
Indenture or the pledge thereof;
(g)
There is no litigation pending (with service of process having been accomplished) or,
to the knowledge of the Authority, threatened against the Authority that may result in any material
adverse change in the financial condition of the Authority;
(h)
The Authority, the CEA Act, the Bonds, the Indenture and the Continuing Disclosure
Certificate conform or, as applicable, will conform at Closing, to the descriptions thereof contained in
the Official Statement, and the Bonds, when sold to the Underwriters as provided herein and issued
and delivered in accordance with the Indenture, will be validly issued and outstanding special
obligations of the Authority entitled to the benefits of the CEA Act and the Indenture;
(i)
No consent, authorization or approval of, or filing or registration with, any
governmental or regulatory office or body not already obtained is required to be obtained by the
Authority for the execution and delivery of this Purchase Contract, the Bonds, the Indenture and the
Continuing Disclosure Certificate, and, except as otherwise disclosed in the Official Statement, no
consent, authorization or approval of, or filing or registration with, any governmental or regulatory
office or body not already obtained by the Authority is required to be obtained by the Authority for the
performance thereof; and
(j)
As of its date, and as of the date hereof, the Preliminary Official Statement (excluding
the information contained therein relating to the Underwriters (including Appendix F), under the
caption “INFORMATION CONCERNING OFFERING RESTRICTIONS IN CERTAIN
JURISDICTIONS OUTSIDE THE UNITED STATES” and The Depository Trust Company (“DTC”),
Euroclear Bank S.A./N.V. (“Euroclear”) and Clearstream Banking S.A. (“Clearstream”) and their
respective book-entry systems) did not contain any untrue statement of a material fact or omit to state
a material fact required to be stated therein or necessary to make the statements therein, in the light of
the circumstances under which they were made, not misleading;
102884026.3

6

243

(k)
The Official Statement (excluding the information contained therein relating to the
Underwriters (including Appendix F), under the caption “INFORMATION CONCERNING
OFFERING RESTRICTIONS IN CERTAIN JURISDICTIONS OUTSIDE THE UNITED STATES”
and DTC, Euroclear and Clearstream and their respective book-entry systems) as of its date, and as of
the date of Closing, will not, contain any untrue statement of a material fact or omit to state a material
fact required to be stated therein or necessary to make the statements therein, in the light of the
circumstances under which they were made, not misleading;
(l)
The Authority is not now, and has not at any time been, in default in the payment of
principal of or interest on its bonds;
(m)
The audited financial statements of the Authority included in Appendix A to the
Official Statement do and will fairly present the financial position and results of operations of the
Authority as of the dates and for the periods therein set forth in accordance with generally accepted
accounting principles applied consistently; and, there has been no material adverse change in the
financial condition or results of operations of the Authority since December 31, 2020; and
(n)
The Authority has not failed to comply in all material respects with any previous
undertakings with regard to the Rule 15c2-12 to provide annual reports or notices of enumerated events
in the past five years.
(o)
The Authority will not take or omit to take any action which action or omission will in
any way cause the proceeds from the sale of the Bonds to be applied in a manner contrary to that
provided for in the Indenture.
Section 10.
The State Treasurer represents to each of the Underwriters as follows, each
such representation to be deemed made as of the date of this Purchase Contract unless otherwise stated:
(a)
The State Treasurer has the requisite right, power and authority to enter into this
Purchase Contract.
(b)
At the date of Closing, this Purchase Contract (assuming due authorization, execution
and delivery by and validity against the parties thereto other than the State Treasurer) will constitute
the valid and binding obligations of the State Treasurer in accordance with its terms, subject to the
effect of bankruptcy, insolvency, reorganization, arrangement, fraudulent conveyance, moratorium and
other similar laws relating to or affecting the creditors’ rights generally, to the application of equitable
principles, to the exercise of judicial discretion in appropriate cases and to the limitations on legal
remedies against governmental entities in the State.
Section 11.
At 8:30 a.m., California time, on October __, 2021, or at such other time or on
such earlier or later date as may be agreed upon by the Representative and the Authority, the Authority
will, subject to the terms and conditions of this Purchase Contract, deliver or cause to be delivered to
the Representative at such place or in such manner as may be mutually agreed upon, the documents
required to be delivered pursuant to this Purchase Contract and the Underwriters will accept delivery
of the Bonds in definitive form through the facilities of DTC and such documents and pay the purchase
price of the Bonds as set forth in Schedule III of this Purchase Contract (less the amount of the deposit
referred to in Section 4 of this Purchase Contract) by wire transfer in immediately available funds to
the order of a financial institution, for the account of the Authority (or by such other form of payment
in immediately available funds as shall have been mutually agreed upon by the Authority and the
Representative). The Bonds in definitive form shall be evidenced by word-processed Bonds in
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authorized denominations. The Bonds shall be credited immediately after such payment to the account
of the Representative at DTC. It is anticipated that [a] CUSIP identification [number][numbers] will
be word processed on the Bonds, but neither the failure to include a CUSIP identification number on
any Bond nor any error with respect thereto shall constitute cause for a failure or refusal by the
Underwriters to accept delivery of and pay for the Bonds in accordance with the terms of this Purchase
Contract.
The Bonds shall be registered in the name of Cede & Co., as nominee of DTC, in the form of
a single fully registered Bond [for each maturity of the Bonds]. The Authority acknowledges that the
services of DTC will be used initially by the Underwriters in order to permit the issuance of the Bonds
in book-entry form, and agrees to cooperate fully with the Underwriters in employing such services.
[KEEP FOR SERIES 2021B - The Underwriters have advised the Authority and the State Treasurer
that the Bonds will be made eligible for partial redemption to be treated by The Depository Trust
Company in accordance with its rules and procedures, as a “pro rata pass-through distribution of
principal.”]
Not later than 10 days after the date of the Closing, the Representative (on behalf of the
Underwriters) shall submit to the State Treasurer and the Authority the report(s) required by
Section 1899.532 of Title 2 of the California Code of Regulations.
Section 12.
The Underwriters have entered into this Purchase Contract in reliance upon the
representations and warranties of the Authority and of the State Treasurer contained herein and upon
the performance by the Authority and the State Treasurer of their obligations to be performed hereunder
and under such documents and instruments to be delivered at or prior to the Closing. The Underwriters’
obligations under this Purchase Contract are and shall also be subject to the following conditions:
(a)
the representations and warranties of the Authority and the State Treasurer contained
herein shall be true and correct in all material respects on the date of this Purchase Contract and on and
as of the date of the Closing, as if made on the date of the Closing;
(b)
at the time of the Closing, the Authority’s resolution authorizing the issuance of the
Bonds and execution and delivery of the Indenture and the Continuing Disclosure Certificate shall be
in full force and effect and shall not have been amended, modified or supplemented, and the Official
Statement shall not have been amended, modified or supplemented, except in any case as may have
been disclosed to the Representative and not objected to by the Representative;
(c)
(i)
the Underwriters shall have the right to terminate their obligations to purchase
the Bonds by written notification by the Representative to the State Treasurer and the Authority if at
any time after the date of this Purchase Contract and prior to the Closing any of the following occurs
that, in the reasonable judgment of the Representative, after consultation with the State Treasurer and
the Authority, requires termination:
(1)
any event shall occur or any circumstance shall exist that causes
the Official Statement to contain any untrue statement of a material fact or to omit to state a
material fact necessary in order to make the statements made therein, in the light of the
circumstances under which they were made, not misleading; or
(2)
any national securities exchange, the Comptroller of the
Currency, or any other governmental authority, shall impose as to the Bonds or obligations of
the general character of the Bonds any material restriction not now in force or shall increase
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materially any restriction now in force with respect to the extension of credit by the
Underwriters or charges to the net capital requirements of the Underwriters; or
(3)
legislation shall be enacted, or a decision by a court of the
United States shall be rendered, or any action shall be taken by, or on behalf of, the Securities
and Exchange Commission which has the effect of requiring the Bonds to be registered under,
or the sale thereof to be in violation of, the Securities Act of 1933, as amended (“Securities
Act”), or has the effect of requiring the Indenture to be qualified under the Trust Indenture Act
of 1939, as amended (“Trust Indenture Act”), or, in each case, any law analogous thereto
relating to governmental bodies;
(ii)
the Underwriters shall have the further right to terminate their obligations to
purchase the Bonds by written notification by the Representative to the State Treasurer and the
Authority if at any time after the date of this Purchase Contract and prior to the Closing any of the
following occurs and in the reasonable judgment of the Representative, after consultation with the State
Treasurer and the Authority, such event would have the effect of materially adversely affecting,
directly or indirectly, the market price or marketability of the Bonds or the ability of the Underwriters
to enforce contracts for the sale of the Bonds at the contemplated offering price(s) set forth in the
attached Schedule II:
(1)
any rating of the Bonds or the rating of any bonds of the
Authority issued and outstanding under the Indenture described in the Official Statement shall
have been downgraded or withdrawn by Kroll Bond Rating Agency, LLC (“Kroll”) or Fitch
Ratings (“Fitch”); provided, that a change in outlook or placement on a “watch” list with
respect to a rating shall not constitute a downgrade for purposes hereof;
(2)
a general banking moratorium shall have been declared by
federal, New York or State authorities having jurisdiction and shall remain in force, or material
disruption in commercial banking or securities settlement or clearances services shall have
occurred;
(3)
any proceeding shall have been commenced or be threatened in
writing by the Securities and Exchange Commission against the Authority;
(4)
there shall have occurred a material adverse effect on the
financial markets of the United States resulting from any new material outbreak or escalation
of hostilities or any domestic or international calamity or crisis, including the COVID-19
pandemic; or
(5)
the occurrence of one or more major, damaging earthquakes
which, in the judgment of the Representative, after consultation with the Authority’s Chief
Risk and Actuarial Officer and in reliance on loss estimates prepared by the Authority, will
have a material adverse effect on the claim-paying ability of the Authority.
(d)
documents:

at or prior to the Closing, the Representative shall have received each of the following

(1)
the Preliminary Official Statement and the Official Statement,
together with any supplements or amendments thereto;
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(2)

certified copy of the resolution of the Authority;

(3)

executed counterparts of the Indenture;

(4)

an executed Continuing Disclosure Certificate;

(5)
an opinion of Bond Counsel, dated the date of Closing, relating
to the Bonds, in substantially the form set forth in Appendix C to the Official Statement;
(6)
a letter from Bond Counsel, dated the date of Closing and
addressed to the Representative on behalf of the Underwriters, to the effect that its respective
opinion referred to in the immediately preceding subparagraph (5) may be relied upon by the
Underwriters to the same extent as if such opinion were addressed to the Underwriters;
(7)
a supplemental opinion of Bond Counsel, dated the date of
Closing and addressed to the Authority, the State Treasurer and the Representative on behalf
of the Underwriters, to the effect that:
a.
this Purchase Contract has been duly executed and delivered,
and (assuming due authorization, execution and delivery by the Representative and
validity against the Underwriters) is a valid and binding agreement of, each of the
Authority and the State Treasurer;
b.
the Bonds are not subject to the registration requirements of the
Securities Act of 1933, as amended, and the Indenture is exempt from qualification
pursuant to the Trust Indenture Act of 1939, as amended;
c.
(i) the statements contained in the Preliminary Official
Statement under the captions “THE SERIES 2021[A][B] BONDS,” “SECURITY FOR
THE BONDS,” and “TAX MATTERS” and Appendix B – “SUMMARY OF THE
INDENTURE” and in Appendix C – “PROPOSED FORM OF APPROVING
OPINION OF BOND COUNSEL” (excluding any financial and statistical data therein,
any information marked as preliminary, subject to change, any information permitted
to be omitted by Securities and Exchange Commission Rule 15c2-12 or otherwise left
blank and any information describing book-entry systems therein and any material that
may be included under such captions by reference to other documents), insofar as such
statements expressly summarize certain provisions of the Indenture and the form and
content of the final opinion of Bond Counsel are accurate in all material respects and
(ii) the statements contained in the Official Statement under the captions “THE
SERIES 2021[A][B] BONDS,” “SECURITY FOR THE BONDS,” and “TAX
MATTERS,” Appendix B – “SUMMARY OF THE INDENTURE” and in Appendix
C – “PROPOSED FORM OF APPROVING OPINION OF BOND COUNSEL”
(excluding any financial and statistical data therein and any information describing
book-entry systems and any material that may be included under such captions by
reference to other documents), in each case, insofar as such statements expressly
summarize certain provisions of the Indenture and the form and content of the final
opinion of Bond Counsel are accurate in all material respects.
(8)
an opinion of Disclosure Counsel, dated the date of Closing and
addressed to the Authority in form and substance as set forth in Exhibit A hereto, and a letter
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from Disclosure Counsel, dated the date of Closing and addressed to the State Treasurer and
the Representative on behalf of the Underwriters, to the effect that its respective opinion may
be relied upon by the State Treasurer and the Underwriters to the same extent as if such opinion
were addressed to the State Treasurer and the Underwriters, in form and substance as set forth
in Exhibit A hereto;
(9)
an opinion of Underwriters’ Counsel, dated the date of Closing
and addressed to the Representative, in form and substance satisfactory to the Underwriters;
(10) a certificate of the Chief Financial Officer of the Authority,
dated the date of the Closing, to the effect that, to the best of his knowledge, the representations
and warranties of the Authority contained in this Purchase Contract are true and correct as of
the date of the Closing as if made on such date; and except as disclosed in the Official
Statement, there have been no adverse change of a material nature in the financial position or
results of operations of the Authority since the date of the Preliminary Official Statement;
(11) a certificate of the State Treasurer dated the date of the Closing,
executed on her behalf by any Deputy Treasurer, to the effect that the representations and
warranties of the State Treasurer contained in this Purchase Contract are true and correct as of
the date of the Closing as if made on such date;
(12) an opinion of General Counsel to the Authority, dated the date
of Closing, and addressed to the Authority and the Representative on behalf of the
Underwriters, to the effect that -a.
the Authority is a public instrumentality of the State, duly
organized and validly existing pursuant the laws of the State;
b.
the resolution of the Authority approving and authorizing the
execution and delivery of the Indenture, the Continuing Disclosure Certificate and this
Purchase Contract (collectively, the “Authority Documents”) and the Bonds was duly
adopted at a meeting of the governing body of the Authority which was called and held
pursuant to law with all public notice required by law and at which a quorum was
present and acting throughout;
c.
(i) the Authority has full right and lawful authority to execute
and deliver the Authority Documents and the Bonds; (ii) the Authority Documents and
the Bonds have been duly authorized and executed on behalf of the Authority; and (iii)
the Authority Documents and the Bonds are the legal, valid and binding obligations of
the Authority enforceable in accordance with their respective terms, except as
enforcement may be limited by applicable bankruptcy, insolvency, moratorium, or
similar laws, or by legal or equitable principals relating to or limiting creditor’s rights
generally;
d.
all authorizations, approvals, licenses, permits, consents and
orders of any governmental authority, legislative body, board, agency or commission
having jurisdiction over the matters which are required for the due authorization by, or
which would constitute a condition precedent to or the absence of which would
materially adversely affect the due performance by, the Authority of its obligations in
connection with the issuance of the Bonds under the Indenture or any of its other
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obligations under the Indenture or under this Purchase Contract have been duly
obtained, except for such approvals, consents and orders as may be required under the
Blue Sky or securities laws of any state in connection with the offering and sale of the
Bonds;
e.
the execution and delivery of the Authority Documents and the
Bonds and compliance with the provisions thereof, under the circumstances
contemplated by thereby, do not and will not in any material respect conflict with or
constitute on the part of the Authority a breach of or default under any agreement or
other instrument to which the Authority is a party or by which it is bound or any
existing law, regulation, court order or consent decree to which the Authority is subject;
f.
no litigation is pending (with service of process having been
accomplished) or, to the knowledge of the Authority, threatened against the Authority:
(a) to restrain or enjoin the collection of any of the Pledged Revenue under the
Indenture or the pledge thereof, (b) in any way questioning or affecting any of the
rights, powers, duties or obligations of the Authority with respect to the Pledged
Revenue under the Indenture, (c) to restrain or enjoin the execution or delivery of this
Purchase Contract, the Bonds, the Indenture or the Continuing Disclosure Certificate,
or performance under any of the Indenture and the Continuing Disclosure Certificate,
or in any way questioning or affecting any authority for the issuance of the Bonds or
validity or enforceability of the Bonds or the Indenture, the Continuing Disclosure
Certificate and this Purchase Contract, (d) in any way contesting the accuracy of the
Official Statement or contesting or affecting the validity of any approval necessary to
the performance on its part under such documents or the proceeding or authority
pursuant to which the Bonds will be issued and sold, or (e) in any way questioning or
affecting any other agreement or instrument to which the Authority is a party, wherein
an unfavorable decision or ruling with respect to any of the above would materially
adversely affect the sale or issuance of the Bonds as contemplated by this Purchase
Contract or the Indenture or which, in any way, would adversely affect the validity or
enforceability of the Bonds, the Indenture, the Continuing Disclosure Certificate or this
Purchase Contract or would materially adversely affect the collection of any of the
Pledged Revenue under the Indenture or the pledge thereof;
g.
all references and descriptions, wherever occurring, in the
Preliminary Official Statement and the Official Statement (including any appendix
thereto) concerning California law, including but not limited to the CEA Act or any
portion thereof, and including any description in the Preliminary Official Statement
and the Official Statement concerning the application of the CEA Act or other
provisions of California law, are accurate in all material respects; and
h.
the Preliminary Official Statement, as of its date and as of the
date hereof and the Official Statement, as of its date and as of the Closing Date,
including but not limited to the sections entitled “CALIFORNIA EARTHQUAKE
AUTHORITY,” “SECURITY FOR THE BONDS,” “POLICIES AND PREMIUMS,”
“POLICY CLAIMS,” “SOURCES OF FUNDS TO PAY CLAIMS,” “LITIGATION
AND ADMINISTRATIVE PROCEEDINGS,” “RISK FACTORS,” “FINANCIAL
STATEMENTS,” “CONTINUING DISCLOSURE” and “AUTHORIZATION,” as
well as Appendix E – “FORM OF CONTINUING DISCLOSURE CERTIFICATE”
and the statements contained therein, insofar as they are within the knowledge of such
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counsel, were and are (as applicable) true and correct and fairly summarized and
summarize (as applicable) the matters encompassed thereby to the extent such matters
are described therein, and the Preliminary Official Statement and the Official Statement
(excluding therefrom information under the caption “INFORMATION
CONCERNING OFFERING RESTRICTIONS IN CERTAIN JURISDICTIONS
OUTSIDE THE UNITED STATES” and information concerning DTC, Euroclear,
Clearstream and their respective book-entry systems, and Appendices A, C, D and F
thereto, as to which such counsel will express no view, and financial, accounting,
statistical or economic or demographic or earthquake data, or forecasts, numbers
charts, tables, graphs, exhibits, projections, assumptions or expressions of opinion, or
any management discussion or analysis, all of which such counsel may expressly
exclude from the scope of such opinion and as to which such counsel need express no
opinion or view) did not, does not and will not (as applicable) contain any untrue
statement of a material fact or omit to state any material fact necessary to make the
statements therein, in the light of the circumstances under which they were made, not
misleading;
(13) letters indicating that the Bonds have received the ratings of
“___” by Kroll and “__” by Fitch;
(14) evidence of required filings with the California Debt and
Investment Advisory Commission;
(15)

a certificate of the Trustee, dated the date of Closing, to the

effect that:
a.
the Trustee is duly organized and existing as a national banking
association under the laws of the United States of America, in good standing under the
laws of the State, and has the full power and authority to enter into and perform its
duties under the Indenture and to execute and deliver the Bonds to the Representative
pursuant to the terms of the Indenture;
b.

the Trustee is duly authorized to enter into the Indenture;

c.
the execution and delivery by the Trustee of the Indenture, and
compliance with the terms thereof, will not, in any material respect, conflict with, or
result in a violation or breach of, or constitute a default under, any loan agreement,
indenture, bond, note, resolution or any other agreement or instrument to which the
Trustee is a party or by which it is bound, or any law or any rule, regulation, order or
decree of any court or governmental agency or body having jurisdiction over the
Trustee or any of its activities or properties, which conflict breach or default would
materially adversely affect the ability of the Trustee to perform its obligations under
the Indenture or (except with respect to the lien of the Indenture) result in the creation
or imposition of any lien, charge or other security interest or encumbrance of any nature
whatsoever upon any of the property or assets of the Trustee;
d.
exclusive of federal or state securities laws and regulations,
other than routine filings required to be made with governmental agencies in order to
preserve the Trustee’s authority to perform a trust business (all of which routine filing,
to the best of the Trustee’s knowledge, have been made), no consent, approval,
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authorization or other action by any governmental or regulatory authority having
jurisdiction over the Trustee is or will be required for the execution and delivery by the
Trustee of the Indenture or the execution and delivery of the Bonds; and
e.
there is no litigation pending or threatened against or affecting
the Trustee to restrain or enjoin the Trustee’s participation in, or in any way contesting
the powers of the Trustee with respect to the transactions contemplated by the Bonds
and the Indenture
(16) consent(s) of Plante & Moran PLLC to include in the
Preliminary Official Statement and the Official Statement the Authority’s audited financial
statements for the fiscal years ended December 31, 2020 and 2019;
(17) evidence of approval by the California
Commissioner of the Authority entering into this Purchase Contract; and

Insurance

(18) such additional legal opinions, certificates, instruments or other
documents as Bond Counsel reasonably requests or as the Representative may reasonably
request to evidence the truth and accuracy, as of the date of this Purchase Contract and as of
the date of the Closing, of the Authority’s or of the State Treasurer’s representations and
warranties contained herein and of the statements and information contained in the Official
Statement and the due performance or satisfaction by the Authority or the State Treasurer on
or prior to the date of the Closing of all agreements then to be performed and all conditions
then to be satisfied by the Authority or the State Treasurer.
All of the opinions, letters, certificates, instruments and other documents mentioned in this
Purchase Contract shall be deemed to be in compliance with the provisions of this Purchase Contract
if, but only if, they are in form and substance reasonably satisfactory to the Authority, the State
Treasurer, the Representative, Bond Counsel, and Underwriters’ Counsel. If the State Treasurer and
the Authority shall be unable to satisfy the conditions to the obligations of the Underwriters to
purchase, to accept delivery of and to pay for the Bonds contained in this Purchase Contract (unless
waived by the Underwriters) or if the obligations of the Underwriters to purchase, to accept delivery
of and to pay for the Bonds shall be terminated for any reason permitted by this Purchase Contract,
this Purchase Contract shall terminate and neither the Underwriters, the Authority, nor the State
Treasurer shall be under further obligation hereunder, except that: (i) the amount of the deposit referred
to in Section 4 of this Purchase Contract shall be returned to the Underwriters by the Authority in
accordance with Section 4 and (ii) the respective obligations of the Authority, the State Treasurer, and
the Underwriters set forth in Section 13 of this Purchase Contract shall continue in full force and effect.
Section 13.
(a)
The Underwriters shall be under no obligation to pay any expenses
incident to the performance of the Authority’s or the State Treasurer’s obligations under this Purchase
Contract and the fulfillment of the conditions imposed hereunder, including but not limited to: (i) the
fees and disbursements of Bond Counsel and Disclosure Counsel; (ii) expenses incurred on behalf of
the Authority’s or State Treasurer’s employees which are directly related to the offering of the Bonds,
including, but not limited to, meals, transportation, and lodging of those employees; (iii) the fees and
disbursements of the Trustee and Trustee’s counsel (if any), auditors, engineers, consultants or others
retained by the State Treasurer, or the Authority in connection with the transactions contemplated
herein; (iv) any fees charged by investment rating agencies for the rating of the Bonds; and (v) the fees
of the municipal advisor to the Authority. The foregoing fees and expenses may, but are not required
to, be paid from the proceeds of the Bonds in accordance with the Indenture.
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(b)
The Underwriters shall pay all expenses incurred by the Underwriters in connection
with the offering and distribution of the Bonds, except as provided by the State Treasurer by agreement,
including but not limited to: (i) all advertising expenses in connection with the offering of the Bonds;
(ii) all out-of-pocket disbursements and expenses incurred by the Underwriters in connection with the
offering and distribution of the Bonds; (iii) the fees and disbursements relating to the qualifications of
the Bonds for sale under the securities or “Blue Sky” laws of various jurisdictions and the preparation
of the “Blue Sky” Memoranda or Legal Investment Survey; (iv) all other expenses incurred by the
Underwriters in connection with the offering and distribution of the Bonds, including the fees and
disbursements of Underwriters’ Counsel, the fees of Digital Assurance Certification, L.L.C. for a
continuing disclosure undertaking compliance review, and (v) the fee of the California Debt and
Investment Advisory Commission (notwithstanding that such California Debt and Investment
Advisory Commission fees are solely the legal obligation of the Underwriters, the Authority agrees to
reimburse the Underwriters for such fees).
Section 14.
Any notice or other communication to be given under this Purchase Contract
may be given by delivering the same in writing to:
Office of the State Treasurer
Public Finance Division
915 Capitol Mall, Room 261
Sacramento, California 95814
Attention: Blake Fowler
California Earthquake Authority
801 K Street, Suite 1000
Sacramento, California 95814
Attention: Chief Financial Officer
Representative:
[J.P. Morgan Securities LLC]
1415 L Street, 6th Floor
Sacramento, California 95814
Attention: ______________
[Goldman Sachs & Co. LLC]
555 California Street, 45th Floor
San Francisco, California 94104
Attention: ____________
Section 15.
This Purchase Contract shall constitute the entire agreement between the
parties hereto with respect to the Bonds and is made solely for the benefit of the Authority, the State
Treasurer and the Underwriters (including the successors or assigns of any Underwriter), and no other
person shall acquire or have any right hereunder or by virtue of this Purchase Contract. All of the
Authority’s and State Treasurer’s representations, warranties and agreements contained in this
Purchase Contract shall remain operative and in full force and effect, regardless of (i) any
investigations made by or on behalf of any of the Underwriters; (ii) delivery of and payment for the
Bonds, pursuant to this Purchase Contract; and (iii) any termination of this Purchase Contract.
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Section 16.
If any provision of this Purchase Contract shall be held invalid or unenforceable
by any court of competent jurisdiction, such holding shall not invalidate or render unenforceable any
other provision of this Purchase Contract.
Section 17.
This Purchase Contract may be executed in any number of counterparts, all of
which taken together shall constitute one agreement, and any of the parties hereto may execute the
Purchase Contract by signing any such counterpart.
Section 18.
(a)
This Purchase Contract shall be governed by and interpreted under the
laws of the State of California.
(b)
Any and all disputes or legal actions or proceedings arising out of, under and/or
pertaining to this Purchase Contract, the Preliminary Official Statement or the final Official Statement
or any document relating hereto or thereto shall be brought in the courts of the State located in the
County of Sacramento and, by execution and delivery of this Purchase Contract, the parties hereto
consent to and hereby accept for themselves and in respect of their property, generally and
unconditionally, the jurisdiction of the aforesaid courts. To the extent permitted by law, the parties
hereto irrevocably waive any objection, including, without limitation, any objection to the laying of
venue or based on the grounds of forum nonconveniens, which they may now or hereafter have to the
bringing of any such action or proceedings in such jurisdiction.
Section 19.
The Authority, the State Treasurer, and the Underwriters acknowledge and
agree that (i) the purchase and sale of the Bonds pursuant to this Purchase Contract is an arm’s-length,
commercial transaction among the Authority, the State Treasurer, and the Underwriters in which each
Underwriter is acting solely as a principal and is not acting as an agent, Municipal Advisor (within the
meaning of Section 15B of the Securities Exchange Act of 1934, as amended), or fiduciary of the
Authority or the State Treasurer; (ii) the Underwriters have not assumed (individually or collectively)
any advisory or fiduciary responsibility to the Authority or the State Treasurer with respect to this
Purchase Contract, the offering of the Bonds and the discussions, undertakings and procedures leading
thereto (irrespective of whether the Underwriters or any affiliate of the Underwriters have provided
other services or are currently providing other services to the Authority or the State Treasurer on other
matters); (iii) the only contractual obligations the Underwriters have to the Authority and the State
Treasurer with respect to the transactions contemplated hereby are those set forth in this Purchase
Contract; (iv) the Underwriters have financial and other interests that differ from those of the Authority
and the State Treasurer and (v) the Authority, the State Treasurer, and the Underwriters have consulted
with their own legal, accounting, tax, financial and other advisors, as applicable, to the extent they
have deemed appropriate. Nothing in the foregoing paragraph is intended to limit the Underwriters’
obligations of fair dealing under MSRB Rule G-17.

[Remainder of page intentionally left blank.]
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Section 20.
This Purchase Contract shall become effective upon execution of the
acceptance of this Purchase Contract by the Authority and the State Treasurer and shall be valid and
enforceable as of the time of such acceptance.
Very truly yours,
[J.P. MORGAN SECURITIES LLC ][GOLDMAN
SACHS & CO. LLC ],
AS REPRESENTATIVE OF THE
UNDERWRITERS

By: ____________________________________
Authorized Signatory
Accepted at ________ a.m./p.m. PT
this ___ day of October 2021
TREASURER OF THE STATE OF
CALIFORNIA

By:_________________________________
Deputy Treasurer
For California State Treasurer Fiona Ma
CALIFORNIA EARTHQUAKE AUTHORITY

By:_________________________________
Chief Financial Officer
California Earthquake Authority

CALIFORNIA EARTHQUAKE AUTHORITY
REVENUE BONDS, SERIES 2021[A][B]
(Federally Taxable)
PURCHASE CONTRACT

102884026.3

254

SCHEDULE I
(to Purchase Contract)
List of Underwriters
Senior Managing Underwriter
[J.P. Morgan Securities LLC ][ Goldman Sachs & Co. LLC ]
Co-Senior Managing Underwriters
[Citigroup Global Markets Inc.]
Co-Managing Underwriters
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SCHEDULE II
(To Purchase Contract)
$________
[California Earthquake Authority
Revenue Bonds, Series 2021A
(Federally Taxable)

Maturity
Dates
December 1,
2021

Principal
Amount

Interest
Rate
$

%

Yield
%

Price
%

Optional Redemption Provisions
The Series 2021A Bonds are not subject to optional or mandatory redemption prior to their
stated maturity date.]
$________
[California Earthquake Authority
Revenue Bonds, Series 2021B
(Federally Taxable)

Maturity
Dates
July 1, 2023
July 1, 2024
July 1, 2025
July 1, 2026
July 1, 2027

Principal
Amount

Interest
Rate
%

$

Yield
%

Price
%

Optional Redemption Provisions
The Series 2021B Bonds will be subject to optional redemption prior to their respective stated
maturity dates, at the option of the Authority, in whole or in part, on any date in such order of maturity
as may be designated by the Authority and on a pro rata pass-through distribution of principal basis
within any maturity, from any source of available funds, upon mailed notice as provided in the
Indenture and described herein, at a redemption price equal to the greater of (1) the issue price of 100%
of the principal amount of the Series 2021B Bonds to be redeemed; or (2) the sum of the present value
of the remaining scheduled payments of principal and interest to the maturity date of the Series 2021B
Bonds to be redeemed, not including any portion of those payments of interest accrued and unpaid as
of the date on which the Series 2021B Bonds are to be redeemed, discounted to the date on which the
Series 2021B Bonds are to be redeemed on a semi-annual basis, assuming a 360-day year consisting
of twelve 30-day months, at the Treasury Rate, plus [__] basis points; plus, in each case, accrued
interest on the Series 2021B Bonds to be redeemed to the redemption date.
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“Treasury Rate” is defined in the Indenture to mean, with respect to any redemption date for a particular
Series 2021B Bond, the yield to maturity as of such redemption date of United States Treasury
securities with a constant maturity (as compiled and published in the most recent Federal Reserve
Statistical Release H.15 (519) that has become publicly available on a date selected by the Authority
that is at least two Business Days, but not more than 45 calendar days, prior to the redemption date
(excluding inflation indexed securities) (or, if such Statistical Release is no longer published, any
publicly available source of similar market data)) most nearly equal to the period from the redemption
date to the maturity date of the Series 2021B Bond to be redeemed; provided, however, that if the
period from the redemption date to such maturity date is less than one year, the weekly average yield
on actually traded United States Treasury securities adjusted to a constant maturity of one year will be
used. ]
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SCHEDULE III
(to Purchase Contract)
PRINCIPAL AMOUNT, UNDERWRITERS’ DISCOUNT AND PURCHASE PRICE

1

SERIES

PAR AMOUNT

UNDERWRITERS’
DISCOUNT

2021[A][B]

$ ________

$________

PURCHASE PRICE1
$________

There will be credited toward the purchase price of the Bonds at Closing the amount of the deposit
made pursuant to Section 4 of this Purchase Contract.
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EXHIBIT A
FORMS OF DISCLOSURE COUNSEL OPINION AND
DISCLOSURE COUNSEL RELIANCE LETTER

[Closing Date]
California Earthquake Authority
Sacramento, California
California Earthquake Authority
$________ Revenue Bonds, Series 2021[A][B] (Federally Taxable)
Ladies and Gentlemen:
We have acted as Disclosure Counsel to the California Earthquake Authority (the “Authority”) in
connection with the Preliminary Official Statement dated September __, 2021 (the “Preliminary Official
Statement”) relating to the $________aggregate principal amount of California Earthquake Authority
Revenue Bonds, Series 2021[A][B] (Federally Taxable) (the “Bonds”), and the final Official Statement
dated September __, 2021 (the “Official Statement”) relating to the Bonds.
The Preliminary Official Statement and the Official Statement are the Authority’s documents and
as such the Authority is responsible for their content. The statements made and the information contained
in the Preliminary Official Statement and the Official Statement were reviewed for their accuracy,
completeness, and materiality by representatives of the Authority. The purpose of our engagement was not
to independently establish, confirm, or verify the factual matters set forth in the Preliminary Official
Statement or the Official Statement and we have not done so. Moreover, many of the determinations
required to be made in the preparation of the Preliminary Official Statement and the Official Statement
involve wholly or partially matters of a non-legal character. We do not, therefore, take any responsibility
for the factual matters set forth in the Preliminary Official Statement or the Official Statement and we
undertake herein only to express certain limited negative assurances regarding the same.
The scope of those activities performed by us were inherently limited and do not encompass all
activities that the Authority may be responsible to undertake in preparing the Preliminary Official Statement
and the Official Statement. Those activities performed by us relied substantially on representations,
warranties, certifications and opinions made by representatives of the Authority and others, and are
otherwise subject to the matters set forth in this letter. In addition, while such statements of negative
assurance are customarily given to underwriters of municipal bonds to assist them in discharging their
responsibilities under the federal securities laws, the responsibilities of the Authority under those laws may
differ from those of underwriters in material respects, and this letter may not serve the same purpose or
provide the same utility to the Authority as it would to the underwriters of the Bonds (the “Underwriters”).
In giving the limited assurances hereinafter expressed, we are not expressing any opinion or view
on, but have ourselves assumed and relied upon, the validity, accuracy and sufficiency of the records,
documents, certificates and opinions executed and delivered in connection with the execution and delivery
of the Bonds. Without limiting the foregoing statement, we have relied, without independently opining
upon the legal conclusions expressed and without independently verifying the factual matters represented,
on the legal opinions that we have reviewed. Also, we have not conducted any independent diligence
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regarding the Authority’s compliance with its continuing disclosure undertakings and express no view
regarding the Authority’s compliance with such undertakings.
Also, this letter does not address (a) with respect to the Preliminary Official Statement, any
permitted omissions allowed pursuant to Rule 15c2-12 of the Securities and Exchange Commission and (b)
with respect to both the Preliminary Official Statement and the Official Statement (i) CUSIP numbers; (ii)
any financial statements contained in the Preliminary Official Statement and the Official Statement; (iii)
any financial, demographic, statistical or economic data, estimates, projections, numbers, assumptions,
charts, graphs, tables, or expressions of opinion contained in the Preliminary Official Statement and the
Official Statement; (iv) information contained under the caption “Tax Matters”, in Appendix A –
“FINANCIAL STATEMENTS”, in Appendix B – “SUMMARY OF THE INDENTURE”, in Appendix C
– “PROPOSED FORM OF APPROVING OPINION OF BOND COUNSEL”, and in Appendix F –
“LETTERS FROM CERTAIN UNDERWRITERS”, and (v) information relating to the book-entry system
and global clearance procedures, including information under the heading “INFORMATION
CONCERNING OFFERING RESTRICTIONS IN CERTAIN JURISDICTIONS OUTSIDE THE
UNITED STATES” and in Appendix D – “BOOK-ENTRY SYSTEM AND GLOBAL CLEARANCE
PROCEDURES.”
In our capacity as Disclosure Counsel, we participated in meetings and conference calls with
representatives of the Authority, Bond Counsel, the Underwriters, Underwriters’ Counsel, the Municipal
Advisor and other parties, during which the contents of the Preliminary Official Statement and the Official
Statement were discussed and reviewed. Based upon such participation, and information disclosed to us in
the course of our representation of the Authority as Disclosure Counsel, considered in light of our
understanding of the applicable law and the experience we have gained through our practice of law, and
subject to all of the foregoing in this letter including the qualifications respecting the scope and nature of
our engagement, we advise you, as a matter of fact but not opinion, that, during the course of our
engagement as Disclosure Counsel with respect to the Preliminary Official Statement and the Official
Statement, no facts came to the attention of the attorneys of our firm rendering legal services in connection
with this matter that caused them to believe that the Preliminary Official Statement as of its date and as of
the sale date of the Bonds, and the Official Statement as of its date and as of the date hereof, contained or
contains any untrue statement of a material fact or omitted or omits to state any material fact necessary in
order to make the statements therein, in the light of the circumstances under which they were made, not
misleading.
This letter refers only to disclosure relating to the Bonds as delivered to the Underwriters by the
Authority, and no view is expressed as to any offering of derivative instruments, if any, relating to the
Bonds.
We assume no obligation to update, revise or supplement this letter to reflect any action hereafter
taken or not taken, or any facts or circumstances that may hereafter come to our attention, or for any other
reason.
We are not expressing any opinion with respect to the authorization, execution, delivery or validity
of the Bonds, or the exclusion from gross income for federal income tax purposes of interest on the Bonds.
This letter is furnished by us solely for your benefit and may not be relied upon by any other person
or entity, except as may be expressly authorized by us in writing. This letter is not to be used, circulated,
quoted or otherwise referred to in connection with the offering of the Bonds, except that reference may be
made in any list of closing documents pertaining to the execution and delivery of the Bonds.
Very truly yours,
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NO ATTORNEY-CLIENT RELATIONSHIP EXISTS
OR IS CREATED BY RENDERING THIS LETTER

[Closing Date]

The Honorable Fiona Ma
Treasurer of the State of California, as Agent for Sale
Sacramento, California
[J.P. Morgan Securities LLC ][Goldman Sachs & Co. LLC ]
As Representative of the Underwriters
[Sacramento][San Francisco], California
Ladies and Gentlemen:
We deliver to you herewith a copy of our letter, dated the date hereof, as Disclosure Counsel to the
California Earthquake Authority (the “Authority”) in connection with the Preliminary Official Statement
dated September __, 2021 (the “Preliminary Official Statement”) relating to the $________aggregate
principal amount of California Earthquake Authority Revenue Bonds, Series 2021[A][B] (Federally
Taxable) (the “Bonds”), and the final Official Statement dated September __, 2021 (the “Official
Statement”) relating to the Bonds. You are entitled to rely on such letter as if the same were addressed to
you.
This letter is not intended to create and does not create an attorney-client relationship with the
Treasurer of the State of California or the Underwriters for the Bonds, and may not be sufficient in itself to
satisfy whatever responsibilities the Underwriters may have to establish a reasonable basis for belief in the
accuracy of the key representations in the Preliminary Official Statement or the Official Statement or
otherwise to satisfy their obligations under applicable securities laws.
Very truly yours,
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APPENDIX E
FORM OF CONTINUING DISCLOSURE CERTIFICATE
This Continuing Disclosure Certificate (this “Disclosure Certificate”) is executed as of
__________, 2021, by the California Earthquake Authority (the “Authority”) in connection with the
issuance by the Authority of $_________ aggregate principal amount of California Earthquake Authority
Revenue Bonds, Series 2021 (the “Bonds”), consisting of $_________ principal amount of California
Earthquake Authority Revenue Bonds, Series 2021A (the “Series 2021A Bonds”) and $_________
principal amount of California Earthquake Authority Revenue Bonds, Series 2021B (the “Series 2021B
Bonds”). The Bonds are being issued pursuant to an Indenture of Trust, dated as of March 1, 2020, as
supplemented by the Third Supplemental Indenture, dated as of October 1, 2021, and as supplemented by
the Fourth Supplemental Indenture of Trust, dated as of October 1, 2021 (as previously amended and
supplemented and hereinafter collectively referred to as the “Indenture”), each between the Authority and
U.S. Bank National Association, as trustee (the “Trustee”). The Authority hereby covenants and agrees as
follows:
SECTION 1. Nature of the Disclosure Certificate. This Disclosure Certificate is executed for
the benefit of the Holders and Beneficial Owners (as defined below) of the Bonds from time to time, and
in order to assist the Participating Underwriters (as defined below) in complying with the Rule (as defined
below), but this Disclosure Certificate (i) shall not be deemed to create any monetary or other liability on
the part of the State of California and (ii) shall not be deemed to create any monetary liability of the
Authority to any other persons, including Holders or Beneficial Owners of the Bonds based on the Rule.
The sole remedy in the event of any failure of the Authority to comply with this Disclosure Certificate shall
be an action to compel performance of any act required hereunder.
SECTION 2. Definitions. In addition to the definitions set forth above and in the Indenture,
which apply to any capitalized term used but not defined in this Disclosure Certificate, the following
capitalized terms shall have the following meanings:
“Annual Report” shall mean the Annual Report filed by the Authority pursuant to, and as described
in, Sections 3 and 4 of this Disclosure Certificate, with respect to the Series 2021B Bonds.
“Beneficial Owner” shall mean any person who has or shares the power, directly or indirectly, to
make investment decisions concerning ownership of any Bonds (including persons holding Bonds through
nominees, depositories or other intermediaries).
“Dissemination Agent” shall mean the Authority, acting in its capacity as Dissemination Agent
hereunder, or any successor Dissemination Agent designated in writing by the Authority.
“EMMA System” shall mean the MSRB’s Electronic Municipal Market Access system, or such
other electronic system designated by the MSRB.
“Financial Obligation” means “financial obligation” as such term is defined in the Rule.
“Holder” shall mean any Person listed on the registration books of the Trustee as the registered
owner of any Bonds.
“Listed Event” shall mean any of the events listed in Section 5(a) of this Disclosure Certificate.
“MSRB” shall mean the Municipal Securities Rulemaking Board, or any successor thereto.
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“Official Statement” shall mean the official statement relating to the Bonds, dated ___________,
2021.
“Participating Underwriter” shall mean any original underwriters of the Bonds required to comply
with the Rule in connection with the offering of the Bonds.
“Rule” shall mean Rule 15c2–12(b)(5) adopted by the SEC under the Securities Exchange Act of
1934, as the same may be amended from time to time.
SECTION 3.

Provision of Annual Reports.

(a)
The Authority shall, with respect to the Series 2021B Bonds, not later than September 30
of each year in which the Series 2021B Bonds are outstanding, commencing with the report containing
2020-21 fiscal year financial information, submit an Annual Report consistent with the requirements of this
Disclosure Certificate (an “Annual Report”) to the MSRB through the EMMA System, in an electronic
format and accompanied by identifying information both as prescribed by the MSRB; provided that the
audited financial statements of the Authority may be submitted separately from the balance of the Annual
Report and later than the date required above for the submission to the MSRB of the Annual Report if the
audited financial statements are not available by that date. The Authority shall make available a copy of
any Annual Report to any person who requests a copy at a cost not exceeding the reasonable cost of
duplication and delivery.
(b)
If in any year the Authority does not submit the Annual Report to the MSRB by the date
specified above, the Authority shall instead submit a notice to the MSRB through the EMMA System stating
that the Annual Report has not been timely completed and, if known, stating the date by which the Authority
expects to submit the Annual Report.
(c)
The Authority (or if a Dissemination Agent other than the Authority has been appointed,
the Dissemination Agent) shall:
1.
provide a report to the Trustee certifying that the Annual Report has been
submitted pursuant to this Disclosure Certificate and listing the dates of the submittals; and
2.
the Trustee.

take any other actions mutually agreed to between the Dissemination Agent and

SECTION 4. Content of Annual Reports. The Annual Report shall contain or include by
reference the following:
(a)
Audited financial statements of the Authority for the fiscal year ended on the most recent
December 31, of the type included in the Official Statement. If the Authority’s audited financial statements
are not available by the date the Annual Report is required to be submitted pursuant to this Disclosure
Certificate, the Annual Report shall contain or include by reference the most recent unaudited annual
financial statements available to the Authority, and the audited financial statements shall be submitted in
the same manner as the Annual Report when and if they become available.
(b)
Other financial information and operating data as follows: (a) an updated table of Pledged
Policyholder Premiums; (b) an updated table of claim payments made by the Authority; and (c) an updated
table depicting the Authority’s claim-paying capacity.
The Annual Report may consist of one or more documents. Any or all of the items listed above
may be included in the Annual Report by reference to other documents that the Authority has submitted to
the MSRB through the EMMA System, including any final official statement (in which case such final
E-2
263

official statement must also be available from the MSRB through the EMMA System). The Authority shall
clearly identify in the Annual Report each such document so included by reference.
SECTION 5.

Reporting of Listed Events.

(a)
The Authority shall give, or cause to be given, notice of the occurrence of any of the
following events with respect to the Bonds not later than ten business days after the occurrence of the event:
1.

Principal and interest payment delinquencies;

2.

Unscheduled draws on debt service reserves reflecting financial difficulties;

3.

Unscheduled draws on credit enhancements reflecting financial difficulties;

4.

Substitution of credit or liquidity providers, or their failure to perform;

5.

Adverse tax opinions or issuance by the Internal Revenue Service of proposed or final
determination of taxability or of a Notice of Proposed Issue (IRS Form 5701 TEB);

6.

Tender offers;

7.

Defeasances;

8.

Rating changes; or

9.

Bankruptcy, insolvency, receivership or similar event of the obligated person;

Note: for the purposes of the event identified in subparagraph (9), the event is considered to occur
when any of the following occur: the appointment of a receiver, fiscal agent or similar
officer for an obligated person in a proceeding under the U.S. Bankruptcy Code or in any
other proceeding under state or federal law in which a court or governmental authority has
assumed jurisdiction over substantially all of the assets or business of the obligated person,
or if such jurisdiction has been assumed by leaving the existing governmental body and
officials or officers in possession but subject to the supervision and orders of a court or
governmental authority, or the entry of an order confirming a plan of reorganization,
arrangement or liquidation by a court or governmental authority having supervision or
jurisdiction over substantially all of the assets or business of the obligated person.
10.

Default, event of acceleration, termination event, modification of terms, or other similar
events under the terms of a Financial Obligation of the Authority, any of which reflect
financial difficulties.

(b)
The Authority shall give, or cause to be given, notice of the occurrence of any of the
following events with respect to the Bonds, if material, not later than ten business days after the occurrence
of the event:
1.

Unless described in paragraph 5(a)(5), other notices or determinations by the Internal
Revenue Service with respect to the tax status of the Bonds or other events affecting the
tax status of the Bonds;

2.

Modifications to rights of the Owners of the Bonds;

3.

Optional, unscheduled or contingent Bond calls;
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4.

Release, substitution or sale of property securing repayment of the Bonds;

5.

Non-payment related defaults;

6.

The consummation of a merger, consolidation, or acquisition involving an obligated person
or the sale of all or substantially all of the assets of the obligated person, other than in the
ordinary course of business, the entry into a definitive agreement to undertake such an
action or the termination of a definitive agreement relating to any such actions, other than
pursuant to its terms; or

7.

Appointment of a successor or additional trustee or the change of name of a trustee;

8.

Incurrence of a Financial Obligation of the Authority, or agreement to covenants, events
of default, remedies, priority rights, or other similar terms of a Financial Obligation of the
Authority, any of which affect security holders.

(c)
The Authority shall timely submit a notice of the occurrence of a Listed Event, as required
under applicable federal securities laws, to the MSRB through the EMMA System.
SECTION 6. Termination of Reporting Obligation. The Authority’s obligations under Section
3, 4 and 5 of this Disclosure Certificate shall terminate, with respect to any of the Series 2021 Bonds, upon
the final maturity, legal defeasance, prior redemption or acceleration of such Series 2021 Bonds.
SECTION 7. Dissemination Agent. The Authority may, from time to time, appoint or engage a
Dissemination Agent to assist it in carrying out the obligations under this Disclosure Certificate, and the
Authority may discharge any such Dissemination Agent, with or without appointing a successor
Dissemination Agent. The initial Dissemination Agent shall be the Authority. If at any time there is not an
Authority-appointed or Authority-engaged Dissemination Agent, the Authority shall be the Dissemination
Agent. The Dissemination Agent (if not the Authority) shall not be responsible in any manner for the content
of any notice or report prepared by the Authority pursuant to this Disclosure Certificate.
SECTION 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Certificate, the Authority may amend or waive any provision of this Disclosure Certificate, provided that
the following conditions are satisfied:
(a)
If the amendment or waiver relates to the provisions of Section 3(a), 4, or 5(a), it may only
be made in connection with a change in circumstances that arises from a change in legal requirements,
change in law, or change in the identity, nature or status of an obligated person with respect to the Bonds,
or a change in the type of business conducted;
(b)
The undertaking, as amended or taking into account such waiver, would, in the opinion of
nationally recognized bond counsel, have complied with the requirements of the Rule at the time of the
original issuance of the Bonds, after taking into account any amendments or interpretations of the Rule, as
well as any change in circumstances; and
(c)
The amendment or waiver either (i) is approved by the Holders of 60% of the Bonds
outstanding or (ii) does not, in the opinion of nationally recognized bond counsel, materially impair the
interests of the Holders or Beneficial Owners of the Bonds. The Authority may amend this Disclosure
Certificate without approval by the Holders to the extent permitted by rule, order or other official
pronouncement of the SEC.
In the event of any amendment or waiver of a provision of this Disclosure Certificate, the Authority
shall describe that amendment or waiver in the next Annual Report, and shall include, as applicable, a
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narrative explanation of the reason for the amendment or waiver and its impact on the type (or, in the case
of a change of accounting principles, on the presentation) of financial information or operating data being
presented by the Authority in a notice of such change given in the same manner as for a Listed Event under
Section 5(b). In addition, if the amendment or waiver relates to a change of the accounting principles to be
followed by the Authority in preparing its financial statements, (i) notice of that change shall be given in
the same manner as for a Listed Event under Section 5(b), and (ii) the Annual Report for the year in which
the change is effective should present a comparison (in narrative form and also, if feasible, in quantitative
form) between the financial statements as prepared on the basis of the new accounting principles and the
financial statements as prepared on the basis of the former accounting principles.
SECTION 9. Additional Information. Nothing in this Disclosure Certificate shall be deemed to
prevent the Authority from disseminating any other information, using the means of dissemination set forth
in this Disclosure Certificate or any other means of dissemination or communication, or including any other
information in any Annual Report or notice of occurrence of a Listed Event in addition to the information
that is specifically required by this Disclosure Certificate. If the Authority chooses to include any
information in any Annual Report or notice of occurrence of a Listed Event in addition to the information
that is specifically required by this Disclosure Certificate, the Authority shall not have any obligation under
this Disclosure Certificate to update such information or include it in any Annual Report or future notice of
occurrence of a Listed Event.
SECTION 10. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the
Holders and Beneficial Owners from time to time of the Bonds, and shall create no rights in any other
person or entity (except the right of the Trustee or any Holder or Beneficial Owner to enforce the provisions
of this Disclosure Certificate on behalf of the Holders). This Disclosure Certificate is not intended to create
any monetary rights on behalf of any person based on the Rule.
SECTION 11. Partial Invalidity. If any one or more of the agreements or covenants, or portions
thereof, required by this Disclosure Certificate to be performed by or on the part of the Authority shall be
contrary to law, then such agreement or agreements, such covenant or covenants, or such portions of either
or both, shall be null and void and shall be deemed separable from the remaining agreements and covenants,
or portions thereof, and shall in no way affect the validity of, and the Holders of the Bonds shall retain all
the benefits afforded to them under, this Disclosure Certificate. The Authority hereby declares that it would
have executed and delivered this Disclosure Certificate and each and every other article, section, paragraph,
subdivision, sentence, clause and phrase of this Disclosure Certificate, irrespective of the fact that any one
or more articles, sections, paragraphs, subdivisions, sentences, clauses or phrases of this Disclosure
Certificate, or the application thereof to any person or circumstance, may be held to be unconstitutional,
unenforceable, or invalid.
SECTION 12. Governing Law. The laws of the State of California shall govern this Disclosure
Certificate, the interpretation of this Disclosure Certificate, and any right or liability arising under this
Disclosure Certificate. Any action or proceeding to enforce or interpret any provision of this Disclosure
Certificate shall be brought, commenced, or prosecuted in the Superior Court of California, County of
Sacramento, California.
IN WITNESS WHEREOF, the Authority has executed this Disclosure Certificate as of the date
first above written.
CALIFORNIA EARTHQUAKE AUTHORITY

By

Chief Financial Officer
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OH&S Draft
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CALIFORNIA EARTHQUAKE AUTHORITY
RESOLUTION ADOPTED BY THE CALIFORNIA EARTHQUAKE AUTHORITY
GOVERNING BOARD ON SEPTEMBER 16, 2021, AUTHORIZING THE CALIFORNIA
EARTHQUAKE AUTHORITY TO ISSUE AND SELL REVENUE BONDS IN 2021 ON
SUCH TERMS AND CONDITIONS AS THE STATE TREASURER MAY APPROVE AS
AGENT FOR SALE OF THE REVENUE BONDS, UNDER THE AUTHORITY OF
INSURANCE CODE SECTIONS 10089.7 AND 10089.10.
WHEREAS, the California Earthquake Authority (the “Authority”) is a public
instrumentality of the State of California, duly organized and operating pursuant to Chapter 8.6 of
Part 1 of Division 2 of the California Insurance Code (the “Act”);
WHEREAS, it is necessary and desirable and in the best interests of the Authority to
expand the capacity of the Authority for writing earthquake coverage by entering into one or
more capital-markets contracts pursuant to Sections 10089.7 and 10089.10 of the Act, which
provide and establish conditions for, inter alia, the purchase and sale of one or more series of
revenue bonds of the Authority (collectively, and including the 2021A Bonds and the 2021B
Bonds, in each case defined below, the “2021 Bonds”); and
WHEREAS, Section 10089.7 of the Act provides that the Authority may issue bonds
payable from and secured by the Authority’s pledge of all or any part of the Authority’s revenues
to finance activities authorized by the Act and sell those bonds at public or private sale in the
form and on those terms and conditions as the State Treasurer shall approve; and
WHEREAS, Section 10089.10 of the Act provides inter alia that on prior approval of the
California Insurance Commissioner, the Authority, through the State Treasurer, shall enter capital
markets contracts on such terms as the Governing Board of the Authority and the State Treasurer
may consider reasonable and appropriate; and
WHEREAS, the Authority previously issued its Revenue Bonds, Series 2020A (the
“2020A Bonds”) and its Revenue Bonds, Series 2020B (the “2020B Bonds”) pursuant to an
Indenture of Trust, dated as of March 1, 2020, as supplemented and amended by a First
Supplemental Indenture of Trust relating to the 2020A Bonds, dated as of March 1, 2020, and a
Second Supplemental Indenture of Trust relating to the 2020B Bonds, dated as of November 1,
2020 (as supplemented and amended, the “Indenture”), each with U.S. Bank National
Association, as trustee (the “Trustee”); and
WHEREAS, it now appears reasonable, appropriate, and necessary for the Authority to
issue and sell the 2021 Bonds to provide claim-paying capacity for the Authority; and
WHEREAS, the Governing Board has heard and discussed the Authority staff’s
presentations and related written material about the proposed issuance and sale of the 2021
Bonds; and
WHEREAS, the public has been given an opportunity to make comments and
suggestions on the subjects of this resolution, after having received the notice required by law of
its opportunity to do so.
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ACCORDINGLY, IT IS RESOLVED by the Authority, acting by and through its
Governing Board at a meeting duly convened and held on September 16, 2021, that:
Section 1. The Authority, with the prior approval of the California Insurance
Commissioner as provided in Section 10089.10 of the Act, is authorized to enter into one or more
capital-markets contracts (each a “Purchase Contract”) in substantially the form(s) presented to
the Governing Board at this meeting, with such changes, omissions, and additions and
supplements as the chief financial officer and the general counsel of the Authority shall authorize,
for the purchase and sale of up to $700 million aggregate principal amount of 2021 Bonds,
consisting of one or more series of revenue bonds of the Authority in the aggregate principal
amount of up to $300 million (the “2021A Bonds”) and one or more series of revenue bonds of
the Authority in the aggregate principal amount of up to $400 million (the “2021B Bonds”), in
one or more negotiated sales to one or more underwriters selected by the State Treasurer, at prices
and on terms approved by the State Treasurer, provided that the true interest cost of the 2021A
Bonds may not exceed 1.50% and the true interest cost of the 2021B Bonds may not exceed
2.25%.
Section 2. The Authority is authorized to enter into a Third Supplemental Indenture of
Trust (the “Third Supplemental Indenture”) with the Trustee, which supplements and amends the
Indenture, in substantially the form presented to the Governing Board at this meeting, with such
changes, omissions, and additions as the chief financial officer and the general counsel of the
Authority shall authorize, and the dates, interest rates, maturity dates, the revenues pledged to the
2021A Bonds, and all other terms of the 2021A Bonds shall be as provided in the Indenture and
the Third Supplemental Indenture.
Section 3. The Authority is authorized to enter into a Fourth Supplemental Indenture of
Trust (the “Fourth Supplemental Indenture”) with the Trustee, which supplements and amends
the Indenture, in substantially the form presented to the Governing Board at this meeting, with
such changes, omissions, and additions as the chief financial officer and the general counsel of
the Authority shall authorize, and the dates, interest rates, maturity dates, the revenues pledged to
the 2021B Bonds, and all other terms of the 2021B Bonds shall be as provided in the Indenture
and the Fourth Supplemental Indenture.
Section 4. The Authority is authorized to prepare and distribute an official statement for
the 2021 Bonds, in preliminary and final form, in substantially the form presented to the
Governing Board at this meeting, with such changes, omissions, and additions and supplements
as the chief financial officer and the general counsel of the Authority shall authorize.
Section 5. The Governing Board hereby authorizes the chief executive officer, the chief
financial officer, and the general counsel of the Authority, and each of them, to work with all
relevant and appropriate parties to negotiate and enter into the documents and agreements
referred to in this resolution and any additional documents and agreements and any certificates,
instructions, orders, representations and requests that are necessary or appropriate to complete the
issuance and sale of each series of the 2021 Bonds pursuant to this resolution and in accordance
with the applicable Purchase Contract and to effect the application of the proceeds thereof as
authorized by the Indenture, the Third Supplemental Indenture and the Fourth Supplemental
Indenture and contemplated by the related official statement.
Section 6. The Governing Board finds that the issuance and sale of the 2021 Bonds
pursuant to this resolution are on terms the Governing Board considers reasonable and
appropriate and in accordance with (a) the authority of the Governing Board pursuant to, inter
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alia, Section 10089.7 of the Act, and (b) both the intent and the framework of Section 10089.10,
subdivisions (b) and (c), of the Act.
Section 7. All actions taken to date to accomplish the foregoing are hereby ratified,
confirmed, and approved.
Section 8. The chief executive officer, the chief financial officer, and the general counsel
of the Authority, and each of them acting alone, are hereby authorized and directed to do any and
all things that they deem necessary or advisable in order to implement the foregoing.
Section 9. The Governing Board hereby authorizes the execution and delivery of all
agreements, documents, certificates and instruments referred to herein with electronic signatures
as may be permitted under the California Uniform Electronic Transactions Act and digital
signatures as may be permitted under Section 16.5 of the California Government Code using
DocuSign.
Section 10. To the extent that this resolution conflicts with the provisions of any prior
Authority action, the provisions of this resolution will govern.
APPROVED AS TO FORM

______________________________
Tom Welsh
General Counsel
PASSED AND ADOPTED BY THE GOVERNING BOARD OF THE CALIFORNIA
EARTHQUAKE AUTHORITY, THIS 16TH DAY OF SEPTEMBER, 2021, BY THE
FOLLOWING VOTE:
PRESENT (STRIKE OUT VOTING MEMBERS (OR THEIR DESIGNEES) NOT PRESENT):
•
•
•

Governor Newsom
Treasurer Ma
Insurance Commissioner Lara
AYES:
NOES:
ABSTAIN:
ABSENT:
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CALIFORNIA EARTHQUAKE AUTHORITY
CERTIFICATE REGARDING RESOLUTION
I hereby certify:
1.
We are the Chief Executive Officer and Chief Financial Officer of the
California Earthquake Authority (the “Authority”), respectively; we are
familiar with the facts we certify in this Certificate Regarding Resolution;
and we are authorized and qualified to certify those facts;
2.

The Governing Board of the Authority duly adopted the foregoing
resolution;

3.

The foregoing resolution has not been amended, modified, supplemented,
rescinded or repealed; and

4.

The foregoing resolution is in full force and effect as of this date.

Date: September 16, 2021

________________________________________________
Glenn A. Pomeroy, Chief Executive Officer

________________________________________________
Tom Hanzel, Chief Financial Officer
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Governing Board Memorandum
16 September 2021
Agenda Item 7:

2021 CEA Budget: Mid-Year Revisions to Insurance Services
and Mitigation Budgets

Recommended Action:

Approve 2021 CEA Insurance Services Mid-Year Budget
Revision; No action required on reduction of 2021 Mitigation
budget.

Background:
CEA’s Budget Process. CEA’s annual operating expenses are subject to a statutory cap of
6% of CEA’s annual written premiums on earthquake policies. See Ins. Code
§ 10089.6(c)(6% cap on expenses). However, a number of expense categories are expressly
excluded from that statutory calculation including producer compensation and
participating insurer fees as well as other expenses that are either subject to significant
market fluctuations, such as reinsurance premiums and debt or capital market costs, or
are not readily ascertainable at the beginning of any given year, such as loss adjustment
expenses following a future earthquake. See Ins. Code § 10089.6(d)(items excluded from
6% cap). Although the excluded expense categories are not subject to the 6% cap, CEA
nonetheless budgets for those expenses
CEA further segregates its annual budgets between core earthquake insurance operations
(Insurance Services Budget) and mitigation-related activities (Mitigation Budget). The
reason for the budget segregation is the expenses are paid from different funds—
Insurance operations expenses are paid from the Earthquake Authority Fund, while
mitigation expenses are paid from the Loss Mitigation Fund.
In December of each year, CEA presents these two budgets to the Board for approval. The
Insurance Services Budget is a two-part budget covering both “statutory” expenses (those
subject to the 6% cap) and “non-statutory” expenses (everything else). The Mitigation
Budget is submitted for approval at the same time.
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Mid-Year Revisions. Because the statutory cap is set as a percentage of written premium
for the same budget year, CEA routinely conducts a mid-year recalculation of the actual
amount of the statutory maximum to ensure that CEA’s actual budgeted spending stays
below the cap. At the same time, CEA reassesses and revises its budgets as necessary to
bring them in line with developments during the first seven months, and to address
significant events that may impact the second half of the year (i.e., a major earthquake).
Mid-Year revisions include both “adjustments” (increases/decreases for budget line items
that in total do not increase the approved budget) and “augmentations” (additional
increases beyond the approved budget).
2021 Budget and Summary of Mid-Year Revisions.
At the December 2020 Governing Board meeting, CEA staff prepared and the Governing
Board approved CEA’s 2021 annual budgets for Insurance Services and Mitigation. These
budgets covered all anticipated expenses for the 2021 CEA fiscal (calendar) year.
In keeping with long-standing practices, CEA has now completed its mid-year budget
revision. These revisions are summarized as follows, and are explained in greater detail in
the analysis below, and in the attachments:
Insurance Services Budget – The Insurance Services Budget is being revised
to (1) adjust (reduce) total annual statutory expenses by an aggregate of
($401,315); and (2) adjust and augment (increase) total non-statutory
expenses by $63,371,144.
Mitigation Budget – CEA staff has determined that it is appropriate to adjust
(reduce) the 2021 budget for Mitigation by $675,989.
The requested augmentation of the 2021 Insurance Services budget is an action item that
requires approval by the Board. The net reduction of the Mitigation Budget requires no
action by the Board.

Governing Board Meeting—16 September 2021
AGENDA ITEM 7: Mid-Year Budget Revisions

Page 2 of 5

273

Analysis:
2021 Insurance Services Budget – CEA staff has prepared an attachment to assist the
Board in analyzing the 2021 mid-year budget for the Insurance Services Budget.
•

Attachment A: 2021 Insurance Services Budget Mid-Year Revision
Attachment A shows the originally approved 2021 insurance services budget;
actual expenditures through July 31, 2021; proposed revisions to certain budget
categories for the remainder of 2021, based on anticipated expenditures; and a
proposed augmentation for two of the non-statutory expenses in the 2021 budget.

Budget-category-level revisions are proposed, based on anticipated expenditures for the
remainder of 2021. The overall statutory budget categories reduction is $401,315. This
reduction was used to offset the projected budget increase in seven budget line items,
resulting in no net budget increase. The budget augmentation of $63,371,144 is (i) to
meet additional risk transfer needs of $62,000,000 due to an increase in projected 2021
reinsurance limit required and an increase in the cost of that reinsurance limit, and (ii)
$1,371,144 to meet the increase in producer compensation expenses due to an increase
in projected 2021 written premium.
After analyzing CEA written-premium collections as of July 31, 2021, the 2021 annualwritten-premium estimate has been revised upward from $866,000,000 to $900,000,000.
In addition to impacting the budget for non-statutory expenses (Producer Compensation
and Participating Insurer costs), this increase in written premiums also impacts the
calculation of the 6% statutory cap. Comparing the revised mid-year 2021 budget to the
revised written-premium estimate, the amount by which the CEA’s statutory cap exceeds
the 2021 annual aggregate budget has increased from $15,313,070 to $17,754,385 (an
increase of $2,441,315). The chart on the following page shows a comparison of the
original (December 2020) Statutory Expense Cap calculation and the newly revised
Statutory Expense Cap calculation that results from the increase in 2021 written premiums.
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ORIGINAL CAP CALCUATION
Summary of Proposed 2021 CEA Statutory Expenses/Expense Cap
[projected statutory expense compared to projected statutory cap presented to
Governing Board at December 2020 meeting]
The projected statutory-expense portion of the proposed 2021 budget is
$36,646,930, which is less than the projected 6% cap of $51,960,000:
Projected 2021 written premium:

$866,000,000

Statutory operating-expense cap 2021 (percentage)

6%

Statutory operating-expense cap 2021 (dollars)

$51,960,000

Approved 2021 operating expense budget

$36,646,930

Amount by which 6% cap exceeds proposed budget

$15,313,070

REVISED CAP CALCULATION
Summary of Proposed 2021 CEA Statutory Expenses/Expense Cap
[projected statutory expense compared to projected statutory cap presented to
Governing Board at September 2021 meeting]
The projected statutory-expense portion of the proposed 2021 budget is
$36,245,615, which is less than the projected 6% cap of $54,000,000:
Revised Projected 2021 written premium:

$900,000,000

Statutory operating-expense cap 2021 (percentage)

6%

Revised Statutory operating-expense cap 2021 (dollars)

$54,000,000

Revised Proposed 2021 operating expense budget

$36,245,615

Amount by which 6% cap exceeds proposed budget

$17,754,385
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2021 Mitigation Services Budget – Attachment B is offered to support analysis of the
2021 mid-year Mitigation Services Budget.
•

Attachment B: 2021 Mitigation Budget Mid-Year Revision
Attachment B shows the Board-approved 2021 mitigation budget; actual
expenditures through July 31, 2021; and proposed revisions to certain budget
categories for the remainder of 2021, based on anticipated expenditures.

For the remainder of 2021, CEA staff propose decreasing total budget expenditures by
$675,989, for a total Mitigation Services Budget expenditure of $4,075,621. No Governing
Board action is required or requested on the mid-year reduction of the 2021 Mitigation
budget
Recommendation:
The CEA recommends that the Board approve the 2021 CEA Insurance Services Mid-Year
Budget Revision as presented in Attachment A.
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Attachment A
CALIFORNIA EARTHQUAKE AUTHORITY
Insurance Services
Budgeted and Actual Expenditures
As of July 31, 2021
(b)

(a)

Approved
2021 Budget
1/1/2021
Human Resources:
Compensation and Benefits
Travel
Other
Board Meeting
Administration & Office
EDP Hardware
EDP Software
Telecommunications
Rent/Lease
Compliance
Government Affairs
Insurance
Internal Audit
Other
Regulatory Expenses
California Wildfire Fund Allocation1
Total Statutory Expenditures2

A

Adjustments

(c)

A

Augmentations

$

28,902,881
300,000
698,235
25,000
563,933
335,000
4,345,123
450,698
1,612,680
30,000
246,000
538,000
30,000
256,600
10,000
(1,697,220)

$

(263,793)
(230,499)
(14,815)
(211,139)
(166)
17,771
(53,296)
(103,718)
(30,000)
(3,500)
34,916
(30,000)
4,355
(965)
483,534

$

-

$

36,646,930

$

(401,315)

$

-

Audit Services
Capital Market
Claims
Grants
Investment Services
Legal Services
Loss-Modeling
Marketing Services
Producer Compensation
Participating Insurer Operating Costs
Engineering Related Research
Risk Transfer

134,000
4,006,422
126,000
500,000
3,661,392
1,116,000
1,118,625
2,554,308
86,600,000
36,589,727
20,000
439,948,800

6,000
(25,620)
900
(216,461)
(6,000)
(601,602)
(54,973)
(393,384)
2,028,856
(340,785)
4,384
-

Total Non-Statutory Expenditures

$

576,375,274

$

Total Budget Expenditures

$

613,022,204

$

401,315
-

(d)
(d=a+b+c)

(e)

2021 Budget after
Augmentations
and Adjustments

$

1,371,144
62,000,000

Actual
Expenditures

(f)
(f=d-e)
Augmented & Adjusted
Approved Budget (d) vs.
Actual Expenditures (e)

(g)
(g=e/d)
Percentage used of
Augmented & Adjusted
2021 Budget

28,902,881
36,207
467,736
10,185
352,794
334,834
4,362,894
397,402
1,508,962
242,500
572,916
260,955
9,035
(1,213,686)

$

16,108,737
840
193,147
2,685
117,005
98,221
2,309,452
221,619
832,692
140,000
325,416
250,288
4,035
(606,511)

$

12,794,144
35,367
274,589
7,500
235,789
236,613
2,053,442
175,783
676,270
102,500
247,500
10,667
5,000
(607,175)

55.7%
2.3%
41.3%
26.4%
33.2%
29.3%
52.9%
55.8%
55.2%
0.0%
57.7%
56.8%
0.0%
95.9%
44.7%
50.0%

36,245,615

$

19,997,626

$

16,247,989

55.2%

1,710,750
92,028
69,332
1,528,080
207,500
435,685
1,753,066
35,782,596
15,071,971
20,000
210,660,626

100.0%
57.0%
27.5%
75.5%
58.2%
59.7%
59.0%
18.9%
60.2%
58.4%
18.0%
58.0%

140,000
3,980,802
126,900
283,539
3,655,392
514,398
1,063,652
2,160,924
90,000,000
36,248,942
24,384
501,948,800

140,000
2,270,052
34,872
214,207
2,127,312
306,898
627,967
407,858
54,217,404
21,176,971
4,384
291,288,174

$

63,371,144

$

640,147,733

$

372,816,099

$

267,331,634

58.2%

$

63,371,144

$

676,393,348

$

392,813,725

$

283,579,623

58.1%

A

Adjustments and Augmentations to meet insurance services end of year projections.
Reimbursement to CEA from the California Wildfire Fund for allocated expenses.
2
Total 2021 Statutory Expenditures of $20.00 million were 3.7% of written premium. This is in compliance with the maximum permitted ratio of 6.0%.
1
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Attachment B
CALIFORNIA EARTHQUAKE AUTHORITY
Mitigation
Budgeted Expenditures and Actual Expenditures
As of July 31, 2021
(a)

(b)

Approved
2021 Budget

AdjustmentsA

1/1/2021
Human Resources:
Compensation and Benefits
Travel
Other
Administration & Office
Information Technology
Telecommunications
Rent/Lease
Total Operating Expenditures

(c)

(d)
(d=a+b+c)

(e)

(f)
(f=d-e)

(g)
(g=e/d)

2021 Budget after
Augmentations

Actual

Augmented & Adjusted
Approved Budget (d) vs.

Percentage used of
Augmented & Adjusted

and Adjustments

Expenditures

Actual Expenditures (e)

2021 Budget

Augmentations

$

1,549,281
17,500
6,465
11,924
840
35,500
120,500

$

361,921
(13,366)
(1,815)
(7,289)
174
(13,523)
(548)

$

-

$

1,911,202
4,134
4,650
4,635
1,014
21,977
119,952

$ 1,074,909
34
2,550
758
664
7,185
69,744

$

836,293
4,100
2,100
3,877
350
14,792
50,208

56.2%
0.8%
54.8%
16.4%
65.5%
32.7%
58.1%

$

1,742,010

$

325,555

$

-

$

2,067,565

$ 1,155,844

$

911,721

55.9%

2,000,000
8,056

4,056

2,000,000
4,000

0.0%
50.3%

CRMP Contribution
Investment Services

3,000,000
9,600

(1,000,000)
(1,544)

-

Total Other Expenditures

$

3,009,600

$

(1,001,544)

$

-

$

2,008,056

$

4,056

$

2,004,000

0.2%

Total Expenditures

$

4,751,610

$

(675,989)

$

-

$

4,075,621

$ 1,159,900

$

2,915,721

28.5%

A

Adjustments to meet mitigation end of year projections.
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Governing Board Memorandum
16 September 2021
Agenda Item 8:

Strategic Plan Update

Recommended Action:

No Action Recommended. Discussion Item.

INTRODUCTION
December 6, 2021, will mark the 25th anniversary of the launch of the California Earthquake
Authority. At its inception, CEA assumed responsibility for the portfolios of “mini-policies”
that had been issued by the more than 20 participating insurers that capitalized the CEA’s
launch. Over time has been able to fine-tune its residential earthquake insurance to offer
customers an array of coverage choices. The CEA’s ability to expand coverage options has
been facilitated by its increasing sophistication and innovation in the international
reinsurance and risk transfer markets that have supported the CEA’s growth to a book
that now insures more than 1.1 million California homes.
As CEA prepares to enter its next quarter century, it faces pressing challenges of everincreasing exposure growth (resulting from both increased demand and rising home
construction costs) and accelerating risk transfer costs. In late 2020, CEA launched a
comprehensive strategic planning initiative to attack these challenges. One central goal
of this initiative is to produce a new CEA Strategic Plan that builds on the
accomplishments of the previous 25 years while facing into the current external
challenges.
At this meeting, CEA’s CEO will update the Board on the ongoing process of developing
a clear, concise and actionable Strategic Plan to guide the CEA’s continued future success
and sustainability. The current draft of the Strategic Plan is attached as Attachment 1 to
facilitate the Board’s review, discussion, and guidance on the CEA’s strategic direction.
Additionally, the CEA will continue to receive input regarding the draft Strategic Plan from
other stakeholders and expects to submit a final proposed Strategic Plan to the Board for
consideration and possible adoption at its December 9, 2021 meeting.
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The materials that will be finalized for the December meeting will also include a Tactical
Plan that will set forth the specific projects and initiatives at the enterprise and
departmental level necessary to implement the Strategic Plan. The Tactical Plan will
identify the initiative, scope, major milestones, key performance indicators, and a schedule
for quarterly reporting by CEA’s functional departments.
Ultimately, the approved Strategic and Tactical Plans also creates an opportunity to
update and modernize the CEA’s now 25-year-old “Plan of Operations” – the statutorily
required Plan that was first approved by the original board in 1997 and has never been
updated. There is no legal requirement to periodically update the Plan of Operations, but
the timing of this strategic planning process clearly creates an opportunity to ensure that
the Plan of Operations is entirely consistent with any Strategic Plan this Board approves
and adopts, and conforms to the prudent governance practices of this Board.
Another major goal of the Strategic Planning exercise was to identify and recommend a
range of immediate and near-term strategic levers intended to keep CEA policyholder
rates relatively stable, while working to implement the new Strategic Plan on a going
forward basis. These more immediate steps are the subject of Agenda Item 9 at this
meeting.
Draft Strategic Plan
The Draft Strategic Plan consists of a proposed Mission and Vision statements, and a
statement of the Core Values that will drive the CEA’s performance and operations. The
Plan then sets forth the CEA’s three main strategic goals,
•

Proposed Mission Statement: “To be a guaranteed source of earthquake insurance
for the customers of our Participating Insurers.” This proposed Mission Statement
is a clear and renewed articulation of the core reason the legislature established
CEA 25 years ago. The CEA’s purpose is to provide a vehicle through which
Participating Insurers may satisfy their obligation to offer earthquake insurance
to their homeowners policyholders, and to ensure that those same policyholders
enjoy guaranteed access to residential earthquake insurance if they wish to
purchase a CEA policy.

•

Proposed Vision Statement: “To be a sustainable component of California’s
readiness to recover and rebound from damaging earthquakes.” While CEA’s
Mission is focused on serving the policyholders of Participating Insurers, the
proposed Vision Statement is focused on the CEA’s long-term role in the
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earthquake resilience of the entire State. CEA was originally established and
capitalized with a financial structure sufficient to address only insured losses arising
from the next catastrophic earthquake. The aspirational Vision Statement proposes
that CEA now focus on the steps required to remain sustainable after that next
catastrophic earthquake so that the CEA is able to continue to meet the needs of
the Participating Insurers and their policyholders. Instead of existing as a “one hit
wonder,” the vision is to develop a financial structure capable of maintaining
organizational readiness and claim-paying capacity after meeting the moment of
the next catastrophic event.
•

Core Values: Excellence and Integrity; Collaboration and Respect; Perseverance and
Innovation. A great deal of thought went into how to best describe who we are at
our core, and these values were chosen carefully. Operating in a manner consistent
with these Core Values is and will remain essential to the CEA’s ability to meet its
Mission, and achieve its Vision.

•

Goals:
Finally, the Strategic Plan sets forth the three foundational Goals that are the
fundamental building blocks of a catastrophe insurer:
 Insurance: Provide earthquake insurance for customers of CEA’s Participating
Insurers. The objectives underscore CEA’s ongoing commitment to financial
strength, actuarial sound and stable rates, prompt payment of claims, robust
communication with stakeholders, and ongoing assistance to Participating
Insurers to better serve CEA policyholders.
 Promote Loss Control. Encourage policyholders of our participating insurers
to understand their seismic risks, increase their life safety, and strengthen their
homes to reduce earthquake damage. Promoting earthquake research,
awareness and mitigation will remain key CEA goals.
 Organizational Readiness. Maintain the workforce and infrastructure that
supports CEA’s mission, vision, and core values. CEA will continue to
emphasize employee safety, diversity, collaboration, and compliance, while
promoting active engagement by Board members and other key
stakeholders. While we cannot predict when the next damaging earthquake
will occur, we can and will maintain our readiness to meet those demands
whenever they may arise.
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Recommended Action
This item is for informational purposes only, and is intended to facilitate discussion among
the Governing Board that will direct the CEA staff on the finalization of the Strategic Plan.
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Mission:
To be a guaranteed source of earthquake insurance for the customers of our
Participating Insurers.

Mission
Vision
Core Values

Vision:
To be a sustainable component of California’s readiness to recover and rebound
from damaging earthquakes.

Core Values:
•

Excellence and Integrity
We provide excellent service to our policyholders to help them understand and
mitigate their exposure to earthquake damage, while operating with
uncompromising honesty and integrity.

•

Collaboration and Respect
We engage with all stakeholders – policyholders, participating insurers,
policymakers, the public and our workforce – with a spirit of teamwork and a
commitment to diversity and inclusion.

•

Perseverance and Innovation
We operate with an intense focus on organizational resilience to ensure we
are ready to meet the challenge of the next damaging earthquake. We
constantly improve our readiness by applying creative and innovative
approaches to meet the needs of our policyholders and participating insurers.

2
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Goal 1: Insurance
Provide earthquake insurance for customers of CEA’s participating insurers.
Objective:
1. Maintain actuarially sound rates based on the best available science while striving to promote stable rates.
2. Be good stewards of our policyholders’ money and maintain the financial strength to fulfill our promise.
3. Ensure fair, timely and consistent claim handling by participating insurers and prompt payment of insurance claims.
4. Maintain robust communications with CEA stakeholders.
5. Provide tools, training and systems to participating insurers to better serve CEA policyholders.

3
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Goal 2: Promote Loss Control
Encourage policyholders of our participating insurers to understand their seismic risks, increase their
safety, and strengthen their homes to reduce earthquake damage.
Objective:
1. Promote earthquake awareness and mitigation information.
2. Actively monitor and support, as appropriate, research that increases our understanding of earthquake damage and
cost-effective mitigation measures.
3. Promote strong building codes and the development of standards for seismic retrofitting of identified vulnerabilities.
4. Provide appropriate incentives to encourage loss control and reduce avoidable damage.
5. Leverage loss mitigation funds to secure retrofit opportunities for California residents while expanding mitigation
opportunities for low-income and underserved Californians.

4

Strategic Planning · August 2021

286

Goal 3: Organizational Readiness
Maintain the workforce and infrastructure that supports CEA’s mission, vision and core values.
Objective:
1. Ensure a safe and healthy work environment relevant to our times.
2. Recruit, train and retain a skilled and diverse workforce.
3. Promote a culture that empowers employees, is collaborative, respectful, transparent and accountable, and actively
mitigates risk.
4. Maintain and monitor compliance with applicable laws, regulations and CEA policies, procedures and ethics rules.
5. Provide the best information technology solutions and services to cost-effectively meet CEA business goals and
needs.
6. Initiate, monitor and advocate for legislative and regulatory changes that support the CEA’s mission and vision.
7. Engage board members, the California legislature, participating insurers, agents, the insurance and financial
communities and other key stakeholders with timely, accurate and relevant communication.

5
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Tactical Plan:
A strategic plan supports the organization's vision and mission statements by
outlining the high-level plan to achieve both. A tactical plan provides the projects
and initiatives at the enterprise and department level to achieve the strategic plan.

Next Steps:
Develop
Tactical Plan

Tactical Plan Outline:
The Tactical Plan will identify the initiative, include scope, major milestones, outline
key performance indicators and provide for quarterly reporting by departments.

Timeline:
•

Internal Operations Staff are currently developing the plan template and
reporting tool

•

Internal Operations will prepopulate the plan in mid-September with a number
of projects and initiatives currently in progress

•

The prepopulated template will be distributed to departments in September
and updated with projects and initiatives proposed for 2022 and beyond

•

The Tactical Plan will be presented for approval at the December Board
meeting along with the Strategic plan and 2022 operating budget

6
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Reimagining The CEA:
A Roadmap for the Next 25 Years

289

Executive Summary
The California Earthquake Authority (CEA) was created almost 25 years to address a looming crisis in the California
Homeowners Insurance Market following the Northridge Earthquake by providing earthquake insurance via the “MiniPolicy”, since then CEA’s Mission has expanded to promote growth in the Residential Earthquake Market.
Following extensive conversations with internal and external CEA Stakeholders, key Participating Insurer contacts, and
members of the Advisory Panel, feedback was synthesized to inform and develop a roadmap for the next 25 years.

Aon Inpoint
Proprietary & Confidential
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Earthquake Risk is Existential for California Residents
For California Residents, it is not a question of whether an earthquake will occur but rather when and the
degree of damage it will cause

Earthquake Risks

%

State-wide, only 13% of
homeowners insurance
policies have earthquake
insurance

50%
3x

Associated Costs
Every year
approximately 500
earthquakes
occur in the state

$800

If the Garlock Fault ruptures, there
is a 50% chance of a large
earthquake the following year

The statewide average
earthquake insurance premium
is about $800 per year;
however, this cost increase
significantly for homes close to
faults

The 2019 Ridgecrest earthquake
shifted underground stresses making
the San Andreas fault 3 times more
likely to rupture

There are more than 500
active faults in the state

Earthquakes are expected to
cause $6.1 billion worth of
damage annually with
California accounting for
about 61% of those losses

The majority of
residents live
within 30 miles of
an active fault

6/10

6 of the 10 costliest
earthquakes in the
United States occurred
in California

Source(s): Insurance Information Institute, Los Angeles Times, Science Magazine, CEA, Oceanside Fire Dept., FEMA
Aon Inpoint
Proprietary & Confidential

3

291

Roadmap for the Next 25 Years: Internal and External Stakeholders
CEA must consider an extensive and diverse set of external stakeholders when responding to immediate
opportunities or challenges, and when refining their long-term strategy
Agents are front line the communicators with homeowners.
They disseminate information and provide recommendations.
Currently comprised of twenty-four
homeowner's insurance providers that utilize
CEA to provide EQ cover for policyholders as Participating
required by statute
Insurers
Comprised of insurance industry
participants and originally intended
to advise the governing board,
required to approve condo rates
Comprised of five elected
officials to independently
oversee CEA’s
operations
Established in 2011
to create mitigation
programs

Data

Science

Governing
Board

Public
Sector

PEER provides CEA
with research on
earthquakes to help
assess risk

Vendors
Distribution

Advisory
Panel

Related
Industries

Reinsurance
Partners

Consumer
Groups

CEA must meet the needs of a
variety of consumers. From highincome to low-income and young to
old, consumers have different risk
tolerances and, as a result, needs

Lenders require that Californians
purchase homeowner's insurance
as part of the mortgage process,
CEA’s creation stabilized the
homeowner's insurance market

Real Estate
Markets

IRS

Regulatory
Agencies

Legislature

CEA’s current risk transfer strategy lacks
Government backing, and relies
substantially on reinsurance partners

Banks /
Mortgage
Lenders

California Residents:

Homeowners directly rely on CEA to
ensure there’s availability of both
homeowners and earthquake
insurance in the California

CRMP

The California Legislature
established the Mandatory
Offer and created CEA

Agents

The CEA
currently uses
3 CAT models
from RMS

The availability of homeowners
insurance is a key part of the
real estate industry to facilitate
purchases and sales

CEA needs to fulfill requirements
set out by the IRS in order to
maintain its tax-exempt status

Credit Rating
Agencies

Department
of Insurance

CEA relies on credit
agencies for access to
capital

CEA has regulatory oversight
from the Department of
Insurance to ensure proper
solvency requirements and
other regulations are met

Source(s): CEA Practitioner Insights, Aon Inpoint analysis
Aon Inpoint
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How the CEA Maintains Claim Paying Capacity
2nd Ind. Assess. Layer
Policyholder Surcharge
Revenue Bond Proceeds

 Industry Assessments and Policyholder Surcharges
 Merits—no risk transfer expense today, risk proportionally distributed by premium
 Considerations—capacity limited by statute, IAL is non-recoupable and potentially unpopular with
insurers, limited ability to assess due to limited assessment base, potentially unpopular post-event
with policyholders facing large losses, risk that an industry assessment stresses industry balance
sheets and financial strength
 Revenue Bonds are a smaller portion of claims paying capacity than for pools like Citizens
 Merits—pre-event relatively inexpensive
 Considerations—Continue to utilize revenue bonds as a mechanism to support growth in situations
where they are more accretive than additional reinsurance. However, review and acknowledge
impact of revenue bond program on IAL roll-off and respect feedback from Participating Insurers.

Risk Transfer

 Risk Transfer a material larger portion of claims paying capacity than for pools like Citizens
 Merits—risk transferred to reinsurers / investors premiums paid up-front, so no post-event debt
service (as with revenue bonds); CEA uses many sources including ILS for price efficiency
 Considerations—limits to supply of risk transfer, potentially expensive and growing proportion of
written premium, some credit risk post-event though mitigated by CEA’s criteria for capacity limits,
capacity and price subject to market dynamics

 Available Capital

CEA Available Capital

Proprietary & Confidential

 Merits—no risk transfer expense and earns investment income
 Considerations—difficult to accumulate through retained earnings, investment income currently
limited due to requirement for safe but low yielding investments, potential to be depleted after an
event and need to be built up again

5
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The Evolution of CEA’s Mission & Values – The Next 25 Years
Initial Mandate

Present

Be an open and available market for
earthquake insurance

Develop Innovative Earthquake
Insurance Offerings that Create a Wide
Array of Optionality

• CEA’s original purpose was to
provide Earthquake coverage that
helped to satisfy insurers’
coverage availability
requirements, as dictated by the
Mandatory Offer

• After a period of stagnant growth in
their policyholder base, CEA’s
focus expanded as they sought to
develop an earthquake insurance
product that was more attractive
to customers through the Choice
Policy

• CEA’s initial offering is the “MiniPolicy” which is intended to protect
consumers by covering “four walls
and a roof”

• Additionally, CEA has expanded
their overall public presence in their
efforts to Educate the public about
earthquake insurance and
Mitigation

Future

Exploring CEA’s Future Path

As CEA considers its next steps, it
should consider several questions:
1. What are the key considerations
and existing challenges?
2. What should be the mission or
primary objective be in the future?
3. Engage internal and external
stakeholders, and particularly ask
the Board what are its short- and
long-term objectives?
4. What are the potential strategic
levers the Board can undertake?

Source(s): CEA Practitioner Insights, CEA Participating Insurer Insights, Aon Inpoint Analysis
Aon Inpoint
Proprietary & Confidential
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Roadmap for the Next 25 Years: Key Considerations & Challenges
Factors that put upward financial pressure on CEA’s
Mission

Roadmap for the Next 25
Years
• Does CEA’s mission address
the earthquake protection gap
across socioeconomic levels?

•

Exposure growth

•

Policy counts increasing

•

General inflation of building costs

•

Adoption of lower deductibles / higher coverage options

• How can the CEA control for
exposure growth?

•

Emerging research on older building vulnerability (PEER)

• How can the CEA plan for
emerging research?

•

Updates to catastrophe models

•

Rating agencies requirements

•

Increased Outreach (Marketing and Mandatory Marketing Documents)

• What is the role and purpose of
rating agencies for the CEA
and what is the cost-benefit of
that relationship?

•

Hardening reinsurance rate environment

•

Requirement to charge an actuarial sound rate

Aon Inpoint
Proprietary & Confidential

• How can the CEA create short,
medium and long-term financial
resiliency?

7

• How does outreach impact the
financial resiliency of the CEA?
Direct and mandatory?
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Roadmap for the next 25 years: Strategic Levers
High
Governmental
Financial Support
State Enabled Post
Assessment Capability

Financial Impact

13

10

8

Continuation of Revenue
Bond Financing

3

2

Increase Reinsurance/Risk
Transfer
Depopulate
9
Portions of
Existing Book

4
1

Modest
Contraction of
Existing Coverage

Pause Sales Activities

5

Change
Mandatory
Marketing
Requirement

Government Established
Reinsurance Vehicle

Significant Rate
Increases (20%)

6

Underwriting
and Exposure
Management

15
14

Address Private Sector
Barriers

12

Change Rating
Agency
Requirements

7
Moderate Rate
Increase (~5%)*

12

Greater Rate
Flexibility

16

11

Complementary Product
Offerings

17

Low
Short-term
(12-18 months)

Medium-term
(3-5 years)

Long-term
(5+ years)

Time to Implement

Aon Inpoint
Proprietary & Confidential
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Roadmap for the next 25 years

As it nears its 25th anniversary, CEA
has an opportunity to build on its
successes and continue to close the
earthquake protection gap for
California homeowners by providing
accessible and affordable
earthquake insurance to more
Californians.

Affordability

Accessibility

This transition to a more accessible
and affordable product will require a
series of deliberate actions over the
next several years in strong
partnership with all critical
stakeholders.

Aon Inpoint
Proprietary & Confidential
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Disclaimer
This document and all information contained herein (collectively, the “Document”) was prepared exclusively for the purpose of
discussions between the California Earthquake Authority (“CEA”) and Aon Inpoint and its affiliates (together with all subsidiaries of
Aon plc, collectively “Aon”). This Document is for review only by the designated recipient to whom it was originally delivered by
Aon (a “Recipient”). This Document is proprietary and strictly confidential, and no Recipient shall reproduce this Document (or any
portion hereof) or make it available to any party without the express written consent of Aon.
Any indicative terms, values or strategic plans outlined in this Document shall not constitute an offer to sell or a solicitation of an
offer to buy (re)insurance, securities, derivatives or any other financial instruments. This Document should not be relied upon for
the purposes of making any strategic, investment or other business decisions. This Document contains certain statements that are
not purely historical in nature and may include certain “forward-looking statements” about the CEA and its future business plans,
financial statements or possible strategies (collectively, the “Statements”). These Statements, and the overall Document, are
based on certain conditions and assumptions, some of which are not stated herein and many of which are inherently uncertain
and unpredictable. Therefore, the Statements should not be viewed as predictions of actual results, plans or circumstances, and
they are not necessarily indicative of future events or outcomes. Instead, actual results, plans and circumstances may differ
significantly from the Statements set forth herein. Accordingly, there is no guarantee or assurance that the Statements herein will
materialize, that any actual events will correspond to the conditions or assumptions that form the basis of the Statements, or that
the CEA will make decisions or take actions (or inactions) consistent with this Document.
This Document is made available on an “as is” basis, and neither Aon nor the CEA makes any representation or warranty of any
kind (whether express or implied). Aon and the CEA expressly disclaim any and all liability that in any way arises from or relates
to the use or review of this Document (including without limitation any actions or inactions, reliance or decisions based upon this
Document) or any errors in or omissions from this Document (including without limitation the correctness, quality, timeliness,
pricing, reliability, performance, adequacy, accuracy, completeness, sufficiency, or reasonableness of the information contained in
this Document). Aon does not provide any form of legal, regulatory, accounting, taxation, investment, or actuarial advice, and
Recipients are advised to consult their own professional advisors in their review of this Document.
© Aon plc or its affiliates. All rights reserved.

Aon Inpoint
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Governing Board Memorandum
16 September 2021
Agenda Item 9:

Coverage Contractions

Recommended Action:

Approve implementation of proposed plan to contract
certain coverages offered by the CEA commencing in 2022.

Introduction
As a part of CEA’s Strategic Planning initiative, one goal of this exercise has been to
identify and recommend a range of immediate and near-term strategic levers designed
to keep CEA policyholders’ rates relatively stable, while working to implement a new
Strategic Plan on a going forward basis. This memo provides background information
regarding why further action is necessary now to ward off the need for significant rate
increases in the years to come, describes the potential impact of a variety of immediate
action steps that could be taken, and recommends Board approval of a number of specific
strategic levers as described in this memo.
Background
Since the early 1980s, the State of California has imposed a statutory requirement on
residential insurers to offer coverage for loss or damage caused by the peril of
earthquakes to their customers who purchase a homeowners policy. This is generally
referred to as the “mandatory offer” law.
In 1994, California was hit by the second most catastrophic earthquake in the state’s
history. The Northridge earthquake caused approximately $40 billion (1994 dollars) in
property damage – roughly $20 billion of that amount was residential damage. In the
wake of massive insured losses, most residential insurance carriers drastically cut back on
the amount of homeowners insurance they were willing to write to avoid the
corresponding obligation to offer earthquake coverage. The state’s homeowners
insurance market essentially shut down, threatening the state’s residential real estate
market as well.
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To respond to this growing crisis, the Legislature established the California Earthquake
Authority, enabling those insurers who wished to participate in the capitalization and
support of the CEA (“Participating Insurers”) to remain in the homeowners market and
satisfy their mandatory offer requirement by offering a CEA earthquake policy – on which
the CEA bears the financial risk of loss or damage from the peril of earthquakes. CEA
continues to perform this vital function to this day.
The core features of the CEA remains as initially established:
•

CEA is not a state agency, but rather is referred to in the enabling statute as a
“public instrumentality of the state.”

•

CEA is not a part of the state budget. It was initially capitalized by its participating
insurers and is funded through premiums collected from CEA policyholders. The
State’s support of CEA (a prerequisite for CEA’s exemption from federal taxation)
comes in the form of its public management (the Governing Board) and the
statutory provision allowing CEA to deposit premium tax it collects into its own
capital account outside the State treasury.

•

The voting members of the Governing Board are the Governor, Insurance
Commissioner and State Treasurer. The Speaker of the Assembly and the Chair of
the Senate Rules Committee serve as ex officio non-voting members.

•

CEA operates on a not-for-profit basis and is exempt from taxation at both the
state and federal level.

•

CEA operates as a “take-all-comers” insurer. Any residential policyholder insured
by a CEA Participating Insurer has guaranteed access to the purchase of a CEA
policy covering loss or damage from future earthquakes (i.e., a CEA policy does not
cover loss or damage from on-going earthquake events or prior earthquakes).

While the basic components of the CEA remain unchanged, CEA has also grown and
evolved significantly over time.
•

Today CEA insures more than 1.1 million residences in California, about 10% of the
homes in the state. In certain high-risk zones, CEA insures 20% - 30% of the homes
in the area.

•

Total property value insured by CEA is over $590 billion. For perspective, this
exposure is about 1/3rd of the total exposure of the National Flood Insurance
Program.
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•

CEA is by far the largest writer of residential earthquake insurance in the United
States in terms of premium written. (For other carriers, both residential and
commercial, earthquake premium is factored into their total direct written
premium. CEA writes only residential insurance):
o In the United States, CEA’s earthquake business is more than double the
number two writer.
o In California only, CEA is larger than the next nine writers of earthquake
insurance combined.

•

CEA accounts for 67% of the residential earthquake policies in the state.

•

CEA is the largest buyer of catastrophe reinsurance in the United States, and the
second largest in the world.

•

CEA’s book of business is made up of the following types of policies:
o Homeowners: 79%
o Condo: 11%
o Renters: 7%

o Mobilehome: 3%

•

CEA has a total of $19.7 Billion in Claim Paying Capacity as of July 31, 2021. This
amount is equal to a “1 in 400 Year Return Period,” which means there is only a 1in-400 chance (a 0.25% probability) that CEA will not have enough capacity to pay
100% claims, in which case claims would be paid on a pro rata basis.

•

To meet a 1 in 400 year benchmark this year, CEA purchased $9.6 Billion in
reinsurance – risk transfer purchased from both the traditional reinsurance market
as well as from the capital markets.

•

CEA’s risk transfer will cost about $500 Million this year, close to 60% of the amount
of premium received from CEA policyholders.

CURRENT RATE OF GROWTH IN TOTAL INSURED VALUE IS NOT SUSTAINABLE
The CEA book of “in-force” policies had been relatively constant from inception until 2016,
when CEA significantly expanded coverage options and increased its sales and outreach
activities. During that same period of time, a number of highly visible natural catastrophes
in California and elsewhere also contributed to a substantial increase in consumer interest
in earthquake insurance. The following table illustrates the CEA’s historical growth rate:

Governing Board Meeting—16 September 2021
AGENDA ITEM 9: Coverage Contractions

Page 3 of 8

301

% Change in CEA Policies in Force
2001 - 2005
-9.4%
2006 - 2010
7.8%
2011 - 2015
8.5%
2016 – 2020
29.2%
The amount of Claim Paying Capacity required to support this increase in CEA’s policies
and exposure has also risen sharply over the last several years, as show below:
% Change in CEA Claim Paying Capacity
2001 - 2005
-3.9%
2006 - 2010
34%
2011 - 2015
19%
2016 – 2020
64%
Throughout the previous two decades, through periods of gradual and then sharper
increases in Policies in Force and Claim Paying Capacity, CEA was nonetheless able to
significantly reduce policyholder rates. An abundance of available reinsurance capacity,
favorable reinsurance pricing, CEA’s innovation in capital markets risk transfer markets
(i.e., earthquake CAT Bond-backed reinsurance) and periodic adjustments to the
catastrophe-loss models resulting from new science, all allowed for these rate decreases
to be implemented while still maintaining CEA’s actuarial soundness and claim-paying
capacity at least 1 in 400 year return period.
% Change in CEA Policyholder Rates
2001 - 2005
0.0%
2006 - 2010
-17%
2011 - 2015
-13%
2016 – 2020
-12%
Additionally, when a 5% decrease taken in 1999 is also considered, from inception in 1996
to this year CEA has lowered its rates by a cumulative total of 47%.
Unfortunately, due to accelerating exposure growth, tightening of reinsurance capacity at
current rate levels, increasing cost of risk transfer/reinsurance as a percentage of direct
written premium, and upcoming catastrophe model updates to incorporate new scientific
findings, CEA now faces potentially unsustainable strain on its claim paying capacity. At
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the current pace of claim paying capacity growth, CEA will need to purchase more than
$6 billion of additional risk transfer within the next 5 years. Over that same period of time,
CEA rates will need to increase by about 70% to cover the additional risk transfer costs
if no other actions are taken. When anticipated reconstruction cost inflation is factored in,
the premium on most CEA policies will likely double over the next five years unless
affirmative steps are taken this year.
MANAGING THE CHALLENGE
Recognizing the exigency of these challenges, CEA engaged AON in Fall 2020 as a
strategic planning consultant to assess the current challenges facing CEA, assist in
prioritizing a number of strategic steps that had been identified as potential solutions,
and develop a time frame for possible implementation or further exploration of these
solutions. AON conducted extensive interviews with designees of all CEA Governing Board
members, a wide variety of CEA stakeholders, and CEA staff.
AON validated CEA’s assumptions regarding future constraints on risk transfer
alternatives, whether from traditional reinsurers or capital market providers. AON then
assisted CEA staff in developing an inventory of strategic options (“levers”) to consider,
ranking those options in order of potential financial impact and potential timing of
implementation:
Short-term (12 -18 months): Low to medium financial impact
1. Pause Sales Activities
2. Moderate Rate increase
3. Continuation of Revenue Bond Financing
4. Modest Contraction of Existing Coverage
Medium-term (3 – 5 years): Low to medium financial impact/slightly more
impactful than Short-term levers
5.
6.
7.
8.
9.
10.

Change Mandatory Marketing Requirement
Underwriting and Exposure Management
Significant rate increases
Change Rating Agency Requirements
Depopulate Portions of Existing Book
Increase Reinsurance/Risk Transfer

Long-Term (5+ years): Medium to high financial impact
11. Complementary Product Offerings
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12.
13.
14.
15.
16.

Address Private Sector Barriers
Greater Rate Flexibility
Government Established Reinsurance Vehicle
State Enabled Post Assessment Capability
Government Financial Support

Aon summarized its analysis in a final report entitled “Reimaging The CEA: A Roadmap for
the Next 25 Years” (Appendix A).
Analysis
Based on this background and the more than a year of work and analysis undertaken by
CEA’s staff and consultants to explore all options and alternatives, CEA staff is
recommending a refined set of strategic plan “goals” for CEA, and recommends that the
Governing Board approve a plan to implement a series of coverage contractions in 2022.
The following goals are intended to act as a guide for the implementation of the strategic
levers outlined in Aon’s report and CEA’s proposed strategic plan:
•

CEA should refocus its mission with an emphasis on offering basic earthquake
insurance at stable rates for the customers of CEA Participating Insurers.

•

In order to achieve rate stability, CEA must restructure its policy choices (coverage
options) to place a higher priority on home reconstruction/repair coverage.

•

In order to enhance CEA sustainability following a catastrophic earthquake, CEA
should explore potential modifications to CEA financial structure.

In furtherance of those goals, CEA has already begun to implement a number of the
short-term levers:
1. Pause Sales Activities: By necessity, CEA halted proactive sales and marketing
activity in the spring of 2020. However, CEA and participating insurers are still
meeting statutory notification requirements.
2. Moderate Rate Increase: CEA Governing Board approved the filing of a 3.8% rate
increase request at its March 10, 2021 meeting. This request in now under review
by the California Department of Insurance.
3. Continuation of Revenue Bond Financing: The Governing Board provided approval
to move forward with process of issuing two new series of 2021 Revenue Bonds at
its June 10, 2021, subject to final approval at this Board meeting. If approved, CEA
staff and advisors will commence the marketing and sale of the Series 2021 Bonds.
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In addition to these actions, CEA staff is recommending CEA Governing Board approval
of a number of specific action steps that fall under the category of Strategic Lever 4:
“Modest Contraction of Existing Coverage”.
Summary of Recommendation: Approve Proposed Contraction of CEA Coverage
Options
CEA must reduce its need for Claim Paying Capacity (CPC) by about $2 billion to level out
the anticipated increase in risk transfer needs and to maintain relatively stable rates for
the next several years. CEA first examined the impact of reverting to the CEA’s original
mini-policy structure for limits and deductibles. As shown in Table 1, line 1, this would
exceed the needed CPC reduction. CEA then analyzed a series of coverage reductions to
develop a combination of reductions that would yield a result closer to the needed $2
billion. The resulting combination of coverage reductions is shown in Table 1, line 6. The
impacts of the component pieces are also shown in Table 1, lines 2 – 5.
TABLE 1

1.

Coverage Contraction
Alternatives
Reduce all policies
to Mini-Policy values

Claim-paying
Capacity
Reduction
$2.6 Billion

Policies
Impacted
750,000

% of CEA
portfolio
66%

2.

Eliminate 5% Deductible

$300 Million

250,000

22%

3.

Reduce Coverage C (Personal
Property) to a maximum of
$5,000

$1.35 Billion

470,000

41%

4.

Eliminate Masonry Veneer
and Breakables coverage

$64 Million

122,000

11%

5.

Reduce Condo A (Building
Property) and E (Loss
Assessment) coverage
Combination of Alternatives
2–5

$160 million

50,000

4%

$1.8 Billion

635,000

56%

Reduce Pre-1940 NonRetrofitted
Homes to Mini-Policy values

$200 Million

33,500

3%

6.
7.
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Over the last several months, CEA received extremely valuable feedback from a wide
variety of stakeholders, including Participating Insurers, trade associations, consumer
representatives, legislative staff and CEA’s Advisory Panel. Stakeholders generally
indicated an understanding of why action is needed now to avoid significant rate
increases in the years to come. The most common concern registered was regarding any
possible reduction in Additional Living Expense coverage. CEA staff took all feedback
under careful advisement, and is now recommending certain reductions in coverage
options, but not recommending a change to CEA’s current Additional Living Expense
coverage options.
Finally, if staff’s recommendation is approved by the Board, the CEA will work in close
collaboration with the Participating Insurers to set an implementation timeline that is as
early in 2022 as possible, but that is feasible for the Participating Insurers who administer
CEA’s policies. While there is some financial urgency to implement these changes, the CEA
staff will partner with the Participating Insurers to ensure that implementation occurs on
a fair, uniform and consistent basis for all policyholders.
RECOMENDATION
Staff recommends the Board adopt Alternative 6 on the table above, authorizing staff to
take all actions necessary to implement, with close coordination with Participating
Insurers, the following coverage contractions during 2022:
•
•
•
•

Eliminate 5% Deductible
Reduce Maximum Coverage C limits (Personal Property) to $5,000
Eliminate Optional Coverages for Masonry Veneer and Breakables
Reduce Condo Coverage A limits (Building Property) to $25,000 and Coverage E
limits (Loss Assessment) to $50,000.
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Governing Board Memorandum
16 September 2021
Agenda Item 10:

Consent Calendar – Administrative Matters Requiring
Governing Board Approval or Ratification

Recommended Action:

Approve Consent Calendar Items

Background
Mr. Pomeroy will seek Board approval of several routine CEA administrative, business and
contracting items through the Consent Calendar. Each item on the Consent Calendar falls
within the approval policies and practices used by the CEA staff to determine what items
should be brought to the Governing Board for approval, but the matters are routine and
non-controversial. Hence, CEA staff believes all items are suitable for consideration on
the Consent Calendar.
During the meeting, any of these items may be called out by a Board member for
questions or discussion. CEA staff will be prepared to address any questions or concerns
during the meeting. The Consent Calendar will be opened to Public comment prior to the
Board’s vote, and the public will be invited to comment on any or all of the matters on
the Consent Calendar.
Consent Calendar Items
A. Annual Renewal of CEA’s Business Insurance Coverages.
The annual renewal of CEA’s suite of business insurance coverages – Executive Risk
(D&O and EPL) and Financial Institution (Fidelity) Bond – occurred on August 8,
2021. 1 The premiums this coverage year (8/8/21 through 8/7/22) are $113,090.76
for the Executive Risk and $30,937.83 for the Financial Institution Bond.
The CEA’s statutorily required workers’ compensation insurance coverage with State
Compensation Insurance Fund also renewed effective August 1, 2021, but the estimated
annual premium of just over $35,000 is below the Governing Board approval threshold.

1
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The renewal premiums reflect a market driven year-on-year increase, as described
more fully in the Executive Summary for the renewals prepared by the CEA’s
insurance broker, EPIC Insurance Brokers (Attachment A). In sum, the reasons for
the increase are twofold: (1) the rise in the CEA’s exposures this year (i.e. gross
written premium increases, increase in total assets under management, and growth
of full time employee count); and (2) the general condition of the insurance
marketplace, which has experienced a dramatic deterioration from various financial
impacts of the COVID pandemic (i.e., increased corporate bankruptcies resulting in
D&O claims, and widespread employee layoffs that increase employment-related
(EPL) claims).
Recommendation. Notwithstanding the inflation in premiums, these business
coverages are essential to the prudent operation of the CEA and the protection of
CEA’s capital. CEA staff recommends Governing Board ratification of the annual
renewals of these business insurance coverages.
B. IT Department Ticketing Software Implementation Services (CASK NX, LLC).
CEA has an existing software license to use ServiceNow™ as an IT services
management (“ticketing”) platform for our Centralized Policy Processing (CPP)
administration system. CEA contracted with a preferred implementation service
provider, CASK, NX, LLC (CASK), to implement ServiceNow™ for CPP.
Given the strong performance of that application of the ServiceNow™ system for
CPP, the IT Department desires to implement the ServiceNow™ software to replace
the Department’s homegrown IT ticketing system. The current IT ticketing system
is effectively obsolete (from a systems perspective) and is expensive to modify and
maintain through software engineers employed by CEA. In order to accomplish the
implementation of ServiceNow™ as a replacement ticketing system on an effective
and efficient basis, the CEA desires to expand the scope of CASK’s implementation
service to cover this new installation of the ServiceNow™ system, at a one-time
cost of $186,542. This expense is already accounted for in the 2021 operations
budget for CEA’s IT Department, so approval of this matter will not require a
budget augmentation.
Recommendation. CEA staff recommends that the Governing Board authorize CEA
to contract with CASK to provide software implementation services to install the
ServiceNow™ system to replace the CEA’s IT ticketing system.
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C. Renewal of Software License for SpatialKey™ for GIS Functions.
For more than a decade, the CEA has employed staff on its risk-transfer team to
perform geographic information system (GIS) services to facilitate various aspects
of the sound operation of CEA’s earthquake insurance. Since October 2011, the risk
transfer team, the GIS team, and CEA’s Chief Risk & Actuarial Officer have procured
a license to use proprietary data visualization and mapping software from
SpatialKey™ to support various CEA business, risk and financial functions.
CEA’s subscription to use SpatialKey™ is set to renew on October 24, 2021. As CEA
has grown and the number of authorized CEA users of this system has expanded,
the annual cost to utilize the system has correspondingly increased. Continued
access to SpatialKey™ is essential to the functions performed by the risk transfer
team, GIS team, and chief risk and actuarial officer at CEA. Accordingly, the CEA
would like to enter into a 3-year renewal of this software and services license for
the following periods, at the following annual subscription fees:
Year 1 (October 25, 2021 – October 24, 2022): $91,245
Year 2 (October 25, 2022 – October 24, 2023): $93,982
Year 3 (October 25, 2023 – October 24, 2024): $96,802
The annual fees together with any variable (use based) service and support fees
could result in the annual expense exceeding for the first time $100,000 per year,
making this contractual commitment appropriate for Governing Board approval.
This expense is already accounted for in the 2021 operations budget for CEA’s IT
Department, so approval of this matter will not require a budget augmentation.
Recommendation. CEA staff recommends that the Governing Board authorize
CEA to renew its License for Data Visualization and Mapping Software with
SpatialKey™ to support the CEA’s essential GIS activities.
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EPIC INSURANCE BROKERS & CONSULTANTS
1 California Street, Suite 400
San Francisco, CA 94111

September 8, 2021
Executive Summary for The California Earthquake Authority (CEA); 8/31 Executive Risk (D&O and EPL) and
Financial Institution Bond Renewal
For this year’s 8/31 renewal, it is important to note the ongoing impact of the COVID-19 pandemic on the
Directors and Officers (D&O) and Employment Practices Liability (EPL) lines of coverages. While the pandemic
has significantly impacted the larger insurance industry at large, in no other line of coverage has the effect
been so dramatic as in the D&O and EPL spaces, respectively. Because of the severe economic disruption,
which have led to unprecedented business downturn and bankruptcies, generating D&O claims activity, while
layoffs, terminations, etc. generate EPL claims, the insurance market is undergoing major underwriting
restructuring. This has led to high-double digit – triple digit rate increases for the D&O space (both nationally
and globally) and the EPL space (nationally). Moreover, markets have not only cut back the capacity that they
were willing to offer before, but have also increased insured retentions, often times by a significant amount.
Concerning the specific circumstances surrounding the CEA’s renewal, it is also important to note that while the
CEA is a very unique risk in the wider marketplace, being the only one of its kind in the State of California, and
one of but a few nationally, it is still subject to the same market conditions that weigh on any entity with a D&O
and EPL exposure. In light of this, we were able to secure highly favorable terms in relation to what the
marketplace is offering. As shown below, the increase is not only due to the aforementioned conditions of the
marketplace but also the rise in the CEA's exposures this year (i.e. gross written premium, total assets, and full
time employee count):
Effective Date Expiration Date
Coverage

8/31/20

8/31/21

8/31/21

8/31/22

Expiring

Renewal
Change in %
from Expiring

Premium and Exposures
Gross Written Premium

$816,640,879

$843,756,374

3.3%

$7,037,678,558

$7,624,566,816

8.3%

Full Time

81

93

14.8%

Part Time

81

71

-12.3%

$100,214.00

$109,531.00

9.3%

$3,006.42

$3,285.93

9.3%

$250.54

$273.83

9.3%

Included

Included

Total Assets
Employee Count

Premium
Surplus Lines Tax
Stamping Fee
Terrorism
Total Directors and Officers
Premium

$103,470.96
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$113,090.76

9.3%
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The terms and conditions of both renewals are exactly the same as last year, with the exception of the
Incumbent carrier, CapSpecialty, raising the EPL retention from $100K to $150K this year (again as a result of
deteriorating market conditions).
For the Financial Institution Bond with Ironshore this year, while the pandemic’s impact was much more
tangential than the D&O and EPL lines of coverage, the rise in the CEA’s exposures and the general condition
of the marketplace were also the principal factors in the year-over-year increases below:
Effective Date Expiration Date

Coverage

8/31/20

8/31/21

8/31/21

8/31/22

Expiring

Renewal
Change in %
from Expiring

Premium and Exposures
Gross Written Premium

$816,640,879

$843,756,374

3.3%

Full Time

81

93

14.8%

Part Time

81

71

-12.3%

$23,961.00

$29,964.00

25.1%

$718.83

$898.92

25.1%

$59.90

$74.91

25.1%

Included

Included

Employee Count

Premium
Surplus Lines Tax
Stamping Fee
Terrorism
Total Directors and Officers
Premium

$24,739.73

© EDGEWOOD PARTNERS INSURANCE CENTER | CA LICENSE 0B29370

$30,937.83

25.1%
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Governing Board Memorandum
16 September 2021
Agenda Item 11:

Reporting Items

Recommended Action:

No action required – information only

CEA staff have provided the following written reports with the meeting materials for the
September 16, 2021, Governing Board Meeting (in lieu of oral reports during the meeting), and
will be available at this meeting to respond to questions or comments on any of these reports:
A.
B.
C.
D.
E.

Enterprise Risk Management (ERM) Program – Quarterly Report.
Centralized Policy Processing (CPP) Program – Quarterly Report.
Mitigation & Research Programs – Quarterly Report.
Earthquake Organizational Response and Claims Planning – Quarterly Report.
IT Information Security (InfoSec) Program – Report on collaboration with California Office
of Emergency Services (CalOES) on InfoSec best practices.
F. Communications Department – Quarterly Report.
G. Procurement Report – First Quarterly Report on Procurement Activities.

H. Diversity Inclusion & Belonging Advisory Council (DIBAC) – Quarterly Report.
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Governing Board Memorandum
16 September 2021
Agenda Item 11A:

Enterprise Risk Management (ERM) Program
Quarterly Report.

Recommended Action:

No action required—information only

The scorecard below sets forth CEA ERM risk-reporting on these priority risks for the 3rd
quarter 2021 and includes all activity since the June 10, 2021, Governing Board meeting.
The column “Q3 2021” indicates risk status and whether a risk escalation occurred during
the preceding months. The column named Outlook indicates the potential future direction
of the risk status—as either positive, negative, or stable—until the CEA Governing Board
next meets. The final column is a brief summary of actions taken.
ERM Quarterly Report
Priority Risk

Risk Transfer
Financial Management Investments and Accounting
Policy Sales and Servicing
Business Continuity
IT Systems and Data Security
Legislative/Regulatory
Claim Handling

Status
Q3 2021 Outlook

Activity Last Quarter / Comments
Because the current ceded premium exceeds the provision in the
current CEA rates, we have reached a limit. As previously reported
elsewhere, the CEA’s risk transfer costs are increasing and we have
Negative made a rate filing to reflect the increasing costs.
Stable

A limited number of CEA policies were misrated (lower) due to an
Positive implementation issue. The lower rate will be corrected on renewal.
Stable
Stable
Proposed state budget item that might impact CEA as the Wildfire Fund
Positive Administrator
Stable

Legal - Compliance and Litigation
Reputation

Stable
Stable

Earthquake Science and Modeling
Workforce
Residential Mitigation Programs
Wildfire Fund

Stable
Stable
Stable
Stable

Legend
No risk checkpoints or limits reached.
Approaching or reached a risk checkpoint.
Approaching or reached a risk limit.
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Risk & Compliance Committee
The Risk and Compliance Committee gave it’s annual report to the ERM Committee at the
end of June. The annual report gave a general overview of the Risk and Compliance
Committee’s functions and its accomplishments for the first year including several policy
reviews. The Committee collected assessment reports from the CEA’s functional
departments, outlined items for improvement, and generated a roadmap for 2021/2022.
This includes a new reporting discipline on policy updates and status in the weekly
Enterprise Project Management Office (EPMO) meetings. The weekly reporting at EPMO
meeting provides an opportunity for all staff to elevate their awareness of, and importance
of maintaining, updating and adhering to CEA policies.
The Risk and Compliance Committee is currently working with Insurance Operations and
the Information Desk teams to help enhance data analysis and more efficiently identify,
monitor, and remediate policyholder complaints.
Additionally, the Risk and Compliance Committee is tracking the Contract and
Procurement Review by Sjoberg Evashenk Consulting, described in CEA’s first quarterly
Procurement Report (Item 11.G), and the IT Assessment Implementation. The Risk and
Compliance Committee will oversee the development of any new policies or policy
revisions that are identified as a result of these initiatives.
COVID-19 Response and Impact on Business Operations
We continue to actively monitor all enterprise risks with the COVID-19 pandemic top-ofmind. Throughout the pandemic, CEA has been able to operate successfully with no
adverse impact on business operations or financial position. As previously reported,
certain operations expenses are down as a result of the pandemic.
The overwhelming majority of staff continue to work remotely. For the very few staff and
visitors that do enter the CEA’s office, the CEA is documenting proof of vaccination before
allowing entry to the office. In addition, we have reinstated the requirement to wear masks
while indoors consistent with latest local and state guidance.
The impacts of COVID-19 are constantly changing, and we will continue to monitor and
follow local and state guidance as it develops.
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Governing Board Memorandum
16 September 2021
Agenda Item 11B:

CEA Centralized Policy Processing (CPP) – Quarterly Report

Recommended Action:

No action required—information only.

Background
CEA’s Centralized Policy Processing (CPP) initiative is an ongoing program to establish a
uniform system for the consolidated administration of all CEA policies and claims across
all of CEA’s two dozen Participating Insurers (PIs). The CPP system is built on a software
platform licensed to the CEA by Policy Processing System Technology Company (PPSTC),
and its subsidiary, Insuresoft, LLC (Insuresoft). Working with Insuresoft, CEA has
successfully on-boarded 11 PIs.
While the CEA continues to make favorable progress, there is still significant work, time
and investment required to complete the migration of all CEA’s policies onto the CPP
system. As noted in previous board meetings, during 2020 the CEA engaged a consulting
firm to conduct a thorough analysis of the CPP program and offer suggestions for any
improvements either within CEA or with regard to Insuresoft’s software, support, and
implementation services. The consultant’s assessment has resulted in several ongoing
projects, reported on below, that seek to improve the efficiency and functionality of the
collaboration between the CEA and Insuresoft.
Quarterly Report
The following items are updates to the significant projects underway for the CPP initiative:
•

Farmers On-Boarding: Farmers was on-boarded to the CPP platform and is working
through the warranty period that CEA provides to help with transition, technical
issues, and improvements. Farmers is the eleventh PI to migrate its policies on to
the CPP platform, increasing the platform utilization to just under half of the total
PIs and approximately 27% of CEA’s book of business.
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The implementation was a significant change for Farmers’ operations and CEA and
Insuresoft continue to support Farmers with training, troubleshooting and process
improvements. In addition to the CPP implementation, Farmers has an internal
homeowners policy administration system change scheduled for the end of 2021
that collaterally impacts its administration of CEA’s policies. CEA and Insuresoft will
support Farmers with integration testing on that system change until year-end.
•

Claims Testing: The CPP platform is both a policy administration and claims
administration system. Of course, absent a major earthquake, the claims
administration functionality of CPP remains dormant. The CEA successfully
completed a significant “end-to-end” test of the claim administration functionality,
and has been planning a second, larger test for this year. To avoid resource conflicts
with the Farmers on-boarding, CEA rescheduled this second claims test to
November 2021 and planning is currently underway. Details and results of the
planned claims testing will be presented at a future Governing Board meeting.

•

CPP Budget: There was significant uptick in spending of the CPP budget with the
onboarding of Farmers. The Farmers onboarding project spanned over twelve
months and required significant resource support from CEA and Insuresoft. This is
a normal budget fluctuation that occurs during periods when PIs are being onboarded to the system. As noted, the Farmers on-boarding project completed in
late June, but will require approximately three months of post go-live support.
Since there are no future PI on-boardings currently scheduled, the cost to operate
the CPP program should return to more level spending trends by the 4th quarter.

•

Implementation of Assessment Recommendations: The consulting assessment
mentioned above identified several opportunities for improvement in various
aspects of the CPP program, all of which are underway and near completion.
o CEA is developing a proactive approach to implementing recommended
enhancements related to CPP program scalability, functionality, and
cybersecurity. These efforts will strengthen the ability of the CPP platform
to continue absorbing and integrating the policies of the remaining PIs who
have not yet migrated their CEA policies to CPP.
o CEA and Insuresoft are working together to develop and execute
coordinated action plans to mitigate operational risks and improve overall
performance and efficiency of the system and program.
o Finally, the parties are also working together on improving the clarity of the
two key legal agreements that govern this relationship – a Software License
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Agreement and a Master Services Agreement. That process to finalize and
execute the amended contracts should be complete within the next 30 days.

Governing Board Meeting—16 September 2021
AGENDA ITEM 11B: CPP Quarterly Report

Page 3 of 3

317

Governing Board Memorandum
16 September 2021
Agenda Item 11C:

Mitigation and Research Program –
Quarterly Report

Recommended Action:

No action required—information only

MITIGATION: CRMP Earthquake Brace + Bolt Programs
More than 15,500 Earthquake Brace + Bold retrofits have been completed through the
California Residential Mitigation Program (CRMP), the JPA created by CalOES and CEA.

CRMP continues to actively monitor a material increase in costs of wood products and labor that
may be attributable to the effects of COVID-19 on the economy, supply chains and the labor
market.
A summary of the CRMP and CEA EBB programs are summarized in the tables and charts below:

Earthquake Brace + Bolt Program 9/7/21 CRMP and CEA by Program Cycle
Program
Completed
In
Status
Progress
2014-2018 EBB
FEMA Napa EBB
CRMP 2019 EBB

7,628

N/A

Closed

84

N/A

Closed

582

13

FEMA – funded HMGP DR 4308 & 4344

6,404

1,594

Total

15,536

1,682

CEA BB

838

75

Open
Open
Open
N/A

Source of funds:
•
•
•

EBB: Loss Mitigation Fund and State of California
CEA BB: CEA capital (available only to CEA policyholders)
FEMA: Federal Emergency Management Agency
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Staff Activity Levels:
EBB staff continue to be busy working from home and May to August metrics continue to
represent their efforts. The following metrics illustrate the level of business activity on the
program:
•
•
•
•
•

4,986 Incoming Calls – (Average of 59 calls per day)
750 Outbound Calls to Program Participants
1,531 Emails Answered
572 Applications sent to FEMA
1,008 Retrofits Completed
Future Funding Opportunities

CRMP has received $24M in federal funding and continues to look beyond present funding
sources—the primary source has been the CEA Earthquake Loss Mitigation Fund—for
additional funding sources, including available FEMA Hazard Mitigation Grant Program
(HMGP) and Building Resilient Infrastructure and Communities (BRIC) grants. If eligible, CEA
will submit HMGP applications for the recent federal declaration associated with the
ongoing wildfires.
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Current active and waitlisted grant applications for the HMGP includes requests for $180
million in federal funding, as noted in the following table:
Grant Program
HMGP DR 4308
HMGP DR 4344
HMGP DR 4407
HMGP DR 4407
HMGP DR 4431
HMGP DR 4434
HMGP DR 4558
HMGP DR 4558
Round II
HMGP DR 4569
HMGP DR 4569

Cal OES/FEMA Grant Funding Applications
Funding Request
Program Type
Status
$4M
EBB
Approved
$20M
EBB
Approved
$5M
EBB
FEMA review
$5M
ESS
Submitted to Cal
OES
$3M
EBB
Waitlisted
$3M
EBB
Waitlisted
$20M
EBB
Application
submitted
$50M
ESS
Application
submitted
$50M
ESS
Application
submitted
$20M
EBB
Application
submitted

Supplemental Grant Development
The CRMP Governing Board recently approved the methodology for implementation of a
supplemental grant for low-to-moderate income homeowners that will provide additional
funding above the $3,000 EBB grant to help strengthen houses in vulnerable communities
become more resilient. Development of backend IT functions, grant eligibility, and rules
is underway with the intent to rollout this grant when a new program opens, which is
anticipated to occur sometime in late October of this year. The grants will have a
maximum amount determined by region and type of retrofit (BO or BB) and combined
with the $3,000 EBB grant will provide 72-77% of applicants with grants that will cover 90100% of their retrofit costs. One million dollars will be available to fund approximately
290 supplemental grants.
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RESEARCH: On-going Research Projects:
•

Guidelines Development

The ATC 110 earthquake-guidelines-development project, first phase, completed on
June 20, 2018. Now called FEMA P-1100, Vulnerability-Based Seismic Assessment and
Retrofit of One- and Two-Family Dwellings, the bulk publication consists of three volumes:
1. Volume 1, Prestandard publication (published October 2019)
2. Volume 2, FEMA plan set (published November 2019)
3. Volume 3, background documents (completed November 2019)
The second phase of this project consists of developing a training program for Contractors,
Building Officials, and Engineers. Trainings have all been drafted and will be finalized after
the completion of phase three.
The third phase will involve CEA working closely with FEMA and the International Code
Council (ICC) to adopt the guidelines as industry standards, paving the way for adoption
into California’s building code. Additionally, by creating a uniform seismic-retrofit-design
method for homeowners, contractors, and engineers, the new guidelines will help the CEA
and others (1) establish and expand incentive programs to encourage seismic retrofits,
such as that of the California Residential Mitigation Program, and (2) enhance CEA’s ability
to develop and provide suitable mitigation discounts for CEA-insured homeowners. This
phase has encountered minor delays due to COVID and is estimated to be completed by
end of Q2 2022.
•

CEA Research Forum

This year we will be focusing on Equitable Residential Earthquake Resilience in California.
As the world transitions out of the COVID-19 pandemic, the CEA will be introducing a lowincome supplemental grant in conjunction with the Earthquake Brace and Bolt program.
Recent experience with health science communication and the inequitable impacts of a
disaster on vulnerable communities can inform and improve the proposed grant program.
This conference will discuss “lessons from the pandemic” and resilience equity issues in
order to develop strategies for a successful program launch and to promote resilience
justice throughout the state.
The 5th CEA Annual Research Forum will be held virtually on September 20th and 21st, 2021
and planning is currently underway.
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•

Modeling Committee and Best Available Science Committee

The CEA recently formed a Modeling Committee and Best Available Science Subcommittee
(BASC) to investigate the hazard models used for rate making. Pursuant to Insurance Code
section 10089.40, the CEA’s rates must be “actuarially sound” and must be “established
based on the best available scientific information for assessing the risk of earthquake
frequency, severity, and loss.” (Cal. Ins. Code § 10089(a)). While this CEA statute states
general principles related to “best available science” that must guide the establishment of
CEA’s rates, the CEA is empowered to exercise sound, objective discretion to evaluate and
apply the ever-developing area of earthquake science when establishing rates.
Utilizing scientific objectivity, and operating to further ensure CEA’s compliance with the
noted requirements of the Insurance Code, the goal of BASC is to assess the current fault,
deformation, earthquake-rate, and probability model used to establish CEA earthquake
insurance premium rates in order to inform risk transfer purchasing decisions and make
recommendations to the CEA Modeling Committee.
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Governing Board Memorandum
16 September 2021
Agenda Item 11D:

Earthquake Organizational Response and Claims Planning –
Quarterly Report

Recommended Action:

No action required—information only

Background:
CEA’s Catastrophe Response and Resiliency Office (CRRO), under the leadership of Dr.
Laurie Johnson, had its first anniversary at the end of June. Over the past year, she has
been building out her team and work program to address all 12 major recommendations
resulting from CEA’s post-Ridgecrest 2019 review of organizational readiness and claims
administration processes.
Since she last reported to the Board on March 10, 2021, some highlights of the team’s
activities include:
•

Annual Claim Conference. More than 60 claim managers and adjusters from CEA’s
Participating Insurers (PIs) attended the annual CEA Claim Manager Conference,
held on May 20, 2021. This year’s event was conducted via Zoom with a theme of
“It’s Coming! Ensuring We Are Ready.” The four-hour meeting included sessions on
CEA’s earthquake response and resilience planning, CEA training requirements for
claim adjusters, CEA’s Earthquake Damage Assessment and Repair Guidelines
(REDA) released in 2020, and CEA’s earthquake mitigation and research programs.
There also was a session titled, “Were They Ready? Lessons Learned from Global
Earthquakes,” that shared insights from claims, engineering, and catastrophe
response experts who responded to recent global earthquakes with large and
complex insurance losses. In addition to CEA staff, conference speakers were from
Exponent, Thornton Tomasetti, and Jonathan Clark Consulting.

•

Completion and Organization-wide Exercise of CEA’s New Earthquake Response
Framework. CEA completed its build out of an Incident Command System (ICS)
earthquake response framework in May and conducted an organization-wide
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exercise of the updated framework on June 15-18, 2021. The ICS framework
establishes functionally-based teams for situational assessment, claims-finance,
information and intelligence, logistics and management. The exercise was a ‘nofault’ drill designed to test the functional unit organizational structure and new
earthquake response tools (i.e., plans, job aids, procedures, templates, and
collaboration and data management sites). It used the Searles Valley (Ridgecrest)
sequence of earthquakes that occurred in July 2019 with a few “twists” injected
throughout the three days to challenge the teams. Post-exercise evaluations were
quite positive for both the new organizational structure and the exercise learning
experience. Work continues to refine and further develop procedures and improve
team collaboration and data management sites to support all anticipated levels of
earthquake response. Two more focused exercises are planned for the functional
units in November 2021 and January 2022, ahead of the next annual organizationwide exercise in mid-2022. The team also continues to use actual earthquake
occurrences to activate and test plans, procedures, and tools.
•

Holistic Stress Testing of Claim Reimbursement Process and Systems. CEA is
planning a week-long, high-volume, test of the Centralized Policy Processing (CPP)
Diamond system in November 2021. The test will be conducted in conjunction with
an earthquake response exercise involving the claims-finance and logistics units
and will involve an “end-to-end” test of CEA’s claim reimbursement process. Also,
in July 2021, CEA conducted a successful test of a new procedure to bypass one of
its claim data entry systems if that system happens to fail during a high-volume
claim period.

•

Enhanced Training for Engineers. CEA is completing a first-ever, online training
course for engineers on the new Earthquake Damage Assessment and Repair
Guidelines for Residential Wood-Frame Buildings—a two-volume set covering
common earthquake damage to typical wood-frame dwellings. The training will be
available on the CEA website by the end of 2021. An online training course for
adjusters on the new guidelines was completed earlier this year and resides on the
CEA website, along with CEA’s policy training.

•

Participating Insurer Catastrophe Response Plan Review. CEA is conducting followup interviews with each Participating Insurer (PI) on the Catastrophe
Response Plans that they are required to submit to CEA each year. CEA is also
completing comprehensive reviews of each PI’s retrospective claim quality
assurance procedures and identifying ways to improve both CEA and Participating
Insurer claim handling practices.
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•

Industry-wide Support of Capacity and Capability to Respond to a Catastrophic
Earthquake. Since late 2016, CEA has provided leadership and staff support for the
Natural Catastrophe (Nat Cat) Planning Group, an ad hoc group of nearly 30
representatives from across the insurance industry, including CEA, the reinsurance
industry, several CEA Participating Insurers, and other allied entities. The objective
of the Nat Cat Planning Group is to develop ways to enhance the entire insurance
industry’s response capabilities for the benefit of policyholders following a
catastrophic-level California earthquake. The Nat Cat Planning Group’s draft
Industry Response Framework focuses on post-earthquake situation assessment,
resource management, and communications, all within any antitrust constraints
and other organizational conditions that the Group’s participants are required to
observe. Over the past year, the Nat Cat Working Group formed a legal team
subgroup to focus on legal/antitrust matters and arrived at a proposed governance
structure intended to facilitate the ability of the entire industry to contribute and
coordinate resources after a major earthquake. The group is now in the process of
establishing the “California Insurance (Industry) Emergency Response Association
(CIERA)” as a 501(c)(6), non-profit industry benefit corporation. This process
including drafting business and logistics plans and building out the membership
model and governing structure for the new organization. CEA’s goals, as a
founding member of the Nat Cat Planning Group, is to strengthen California’s
catastrophe readiness, while always protecting CEA’s primary responsibility to
protect the interests of CEA’s policyholders.

Collectively, these activities significantly enhance CEA’s readiness to meet the moment of
a major earthquake for its policyholders, and also improve community resiliency in such
an event.
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Governing Board Memorandum
16 September 2021
Agenda Item 11E:

IT Information Security (InfoSec) Program - Report on
collaboration with California Office of Emergency Services
(CalOES) on InfoSec best practices

Recommended Action:

Information Only

Background.
Over the past several years, the CEA has continued to strengthen its InfoSec capabilities
through enhanced staffing and technology. With the assistance of Governing Board Chair
Mark Ghilarducci, the CEA’s InfoSec team has connected with the InfoSec experts at
CalOES to collaborate on measures to best protect the interests of CEA and its key
stakeholders, including Participating Insurers and policyholders.
Status Report.
The collaboration between the CEA and CalOES InfoSec teams has been and continues to
be highly beneficial to the CEA, and has enhanced the CEA’s protection from cyber threats
and attacks. The CEA:
•

•

Receives and reviews CalOES Cyber Threat Intelligence Reports (Morning Reports,
Monthly Reports, and Ad-Hoc/Topical) to raise awareness of security trends and
issues.
CEA domains are monitored by CalOES to detect domain squatting and “spoofing”
attempts.

In October 2021, the CEA and CalOES security teams are scheduled to implement the
CalOES external scanning solution. The solution includes a bi-weekly scan of the CEA’s
internet-facing systems and will alert the CEA of any suspicious activities.
Additionally, the CEA and CalOES have discussed using the CalOES Phishing Analysis
Service. Since CalOES is currently re-assessing their program, both parties agreed that
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implementation should wait until CalOES relaunches this service. The CEA and CalOES are
also discussing the addition of specific insurance-related reporting into the CEA Cyber
Threat Reports.
The CEA appreciates the opportunity to work with our counterparts at CalOES, and looks
forward to continuing this collaboration in order to maintain the best possible information
and technology security platform.
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Governing Board Memorandum
16 September 2021
Agenda Item 11F:

Communications and Public Relations – Quarterly Report

Recommended Action:

No action required – information only

Background:
Earlier this year the CEA Communications and Public Relations Department launched a
sustained and ongoing effort to raise awareness among California residents of the
potential need to mitigate the impact of earthquake damage and loss with a seismic
retrofit of their home. This retrofit awareness initiative is especially important for
California homeowners whose homes were built before 1980, when modern seismic
building codes were put in place statewide.
On July 8, Californians received a jolting reminder that significant earthquakes occur in
our state without notice. Several dozen earthquakes struck eastern California near the
Nevada border, shaking residents in Sacramento, the San Francisco Bay Area, and the
Sierra Nevada foothills. The largest was a magnitude 6.0. More than 100 aftershocks were
felt in the following days. Although damage was minor, it was a timely reminder that
Californians should act now to strengthen their homes against earthquake damage with
a seismic retrofit.
Highlights of the team’s recent and planned activities include the following:
•

Several opinion pieces written by CEA, extolling the value of retrofitting older
homes to help reduce earthquake loss and damage, were published in a dozen
newspapers statewide, including bilingual publications. The newspapers included
The Fresno Bee, Sing Tao Daily, Ventura County Star, La Opinión, The Desert Sun,
and The San Diego Union Tribune.

•

The message to strengthen your house was amplified in the Los Angeles region
when CEA sponsored the Los Angeles Times’ earthquake preparedness guide
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“Unshaken.” For 10 weeks, beginning in June, our messaging was displayed on a
dedicated page on the LA Times website and included in their email newsletter.
This produced an estimated 4.6 million media impressions; in other words, CEA
content was displayed to their readers about 4.6 million times. The need to retrofit
older homes also was a central theme of two articles in this guide that featured
quotes and information from CEA and that linked to the CEA, CRMP and EBB
websites. The Communications department will be carrying out similar
sponsorships with The San Diego Union Tribune and San Francisco Chronicle this
fall.
•

Given the rich cultural diversity of California, CEA continues to use multiple
languages to raise awareness of the need for all Californians to mitigate
earthquake loss and damage. Our messages for non-English speakers (in Chinese
and Spanish) are carried in local print media and radio stations throughout
California. We have also identified bilingual community organizations that can be
helpful in making further inroads to these communities.

•

We successfully use radio, digital and social media to reach different
communities. Our messages have gained more than 13.7 million impressions as
we explore new digital tools, such as the Nextdoor app. CEA’s use of video,
animation and graphics has helped to attract growth on our social media platforms
(Facebook, Twitter, Instagram and YouTube) resulting in more followers, viewers
and interactions. While we only have approximately 4,000followers on Facebook
and Twitter, some of our individual posts are seen by several thousand people (in
other words, people are very engaged with our postsand frequently share them
with residents, insurance professionals and the earthquake community).
Collectively, our posts, which largely convey the messagethat Californians need to
mitigate earthquake loss and damage, have been seen more than 280,000 times
on Twitter and Facebook alone this year.

•

Our newest website, www.StrengthenMyHouse.com, developed by the CEA web
development team, has also seen an increase in traffic this year. This is partially
due to the CEA-produced search-engine-optimized blogs, which allow us to gain
more exposure in the Google search engine. This then drives traffic to the site
organically. This year, the site had 149,000 impressions on Google alone. However,
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as expected, the sharpest increase in users to the site occurs when CEA carries out
paid advertising campaigns. So far this year, the website has had approximately
20,000 visitors who have viewed a total of 28,466 pages. We expect these numbers
to significantly increase as we carry out more paid advertising campaigns this fall.
•

An important part of our mitigation initiative has been to raise awareness of the
need to retrofit homes in underserved communities. This advances our public
service goals of helping Californians, including those of limited financial means, to
reduce their economic losses due to an earthquake. Despite the limitations
imposed by the COVID-19 pandemic, CEA carried out extensive outreach and
identified about 150 local grassroots and community organizations that could play
a critical role in helping underserved and low-income communities understand the
importance of getting their homes strengthened before the next damaging
earthquake. Part of this strategy included hosting a webinar with 40 community
organizations from the Los Angeles region, where CEA explained earthquake risk
and how to qualify for a new supplementary retrofit grant from the Earthquake
Brace + Bolt (EBB) program.

•

Later this month, on Sept. 20 and 21, CEA will host its fifth annual research forum.
Focused on equitable resilience, this year’s forum will contain information about
the need to strengthen older houses. The CEA Communications team will share
information from the forum on social media and with select news reporters who
may have an interest.

•

In a continued effort to raise visibility about the need to retrofit homes, CEA is also
engaging in a direct mail campaign to CEA policyholders. Seismically retrofitting
their older homes not only reduces policyholders’ chance of injury during an
earthquake, but it may also help them avoid the likelihood of significant rate
increase in the future if they have an older home. Policyholders who do carry out
the proactive step may also be eligible for up to a 25% premium discount on their
CEA policy.

Collectively, these communication and public relations activities significantly enhance
CEA’s ability to help our policyholders and California communities become more
earthquake resilient and mitigate the impacts of earthquake damage.
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Governing Board Memorandum
16 September 2021
Agenda Item 11G:

Enterprise Procurement Report

Recommended Action:

Information Only

Background
The statute that governs CEA’s operations grants power to the Governing Board, without
limitation, to conduct procurements and enter into whatever contractual obligations the
Board determines are necessary to the operation of the CEA. (See Cal. Ins. Code
§ 10089.7(c)(3)). This procurement power is vested directly in the Board, which in turn has
delegated to CEA staff the task of conducting prudent contract procurements to secure
the goods and services necessary for the CEA’s operations. The CEA staff has developed
and periodically updated procurement policies and procedures to ensure prudency in its
contracting processes.
Recently, as is described below, a new procurement policy and guide has been adopted
and put into use at the CEA that seeks to further improve the efficiency of procurements.
In addition, the CEA has periodically commissioned external auditors to assess and
evaluate CEA’s procurements, and to offer suggested process improvements. Such a
review is currently underway by Sjoberg Evashenk, and is explained below.
On a regular basis, the CEA staff brings to the Governing Board for approval or ratification
any contracts that create significant financial commits of policyholder funds (currently,
contracts of more than $100,000 per year). The CEA has also endeavored to keep the
Board informed on procurements that are “in the pipeline” and that may result in action
items on the Agenda for future Governing Board meetings.
The purpose of this first Quarterly Procurement Report is to provide the Board with
(1) a detailed report on and copy of CEA’s amended and restated Procurement Policy and
Procurement Guide; (2) a report on the Sjoberg Evashenk consultancy and procurement
audit; and (3) a list of more significant procurements that are currently “in the pipeline”
and may become action items at a future Board meeting.
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Quarterly Report
A. CEA’s Amended & Restated Procurement Policy & Procurement Guide
The CEA statute affords the Board with very broad discretion and flexibility in contracting
for goods and services required for CEA’s operations. Because the CEA is funded entirely
with private funds outside the state treasury (specifically, with premium payments from
policyholders), the Board is not subject to the technical public contracting requirements
that apply to taxpayer funded contracts by traditional public agencies. However, the CEA
has a clear obligation to policyholders to conduct procurements in a manner that is fair,
efficient, appropriately transparent, and ensures that the CEA obtains “best value” in its
contracting. And it goes without saying that all CEA procurements must be conducted
in strict compliance with all conflict of interest laws and policies.
During 2020 and early 2021, the CEA staff has been preparing an amended and restated
procurement policy and procurement guide to staff have a clear understanding of how to
conduct procurements that meet these standards. The new Procurement Policy and
Procurement Guide was put into use in early August. The Guide in particular was prepared
with a focus on efficiency and simplicity, without sacrificing prudency or compliance. A
copy of the Procurement Policy and Guide is included here as Attachment A. These
documents have been published to all CEA staff through the CEA’s PolicyTech system (an
on-line policies & procedures tool), and all staff must read and acknowledge their
obligation to comply with the Policy and Guild in any procurement in which they are
involved.
Importantly, the new Procurement Policy and Procurement Guide is not a static document,
but will be continuously improved and refined based on internal feedback, and external
recommendations expected soon from Sjoberg Evashenk, the consulting firm currently
engaged in the procurement review and audit that is described immediately below. Of
course, any feedback or directives from the Board will also be incorporated immediately
into the Procurement Policy and Guide.
B. Sjoberg Evashenk Procurement Audit and Advisory Project
Procurements by CEA are subject to a variety of internal controls, including mandatory
contract reviews by the Legal Department, financial and accounts payable controls, and
internal audit and review by the CEA’s Risk and Compliance Committee when
appropriate. But there is no substitute for periodic external reviews and audits by
independent experts. Such a review is currently underway by Sjoberg Evashenk, a
highly regarded consulting
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firm with deep and decades-long expertise in advising public, private, and quasigovernmental entities on best practices in procurement and governance.
Sjoberg Evashenk is currently engaged in an independent review of the CEA’s contract
management and procurement process during the period of 2016 through June 2021.
The key objectives of this audit are to:
•

Assess whether policies, procedures, and controls are adequate to protect CEA
assets and ensure accountability;

•

Evaluate whether actual or apparent conflicts of interests are sufficiently identified
and mitigated;

•

Advise CEA on whether its new Procurement Policy and Guide align with leading
or best practices for similar businesses; and

•

Offer suggestions for improvements to fill gaps, resolve bottlenecks, reduce
inefficiencies, and avoid inconsistencies or confusion in procurements.

Sjoberg Evashenk’s project is well underway. They have been and will be provided with
access to all documents they need or late request to conduct their independent review,
and they have already interviewed all key staff that have material responsibilities for
procurements. Having established a solid framework and foundation, the firm is
now commencing the audit phase, during which it will randomly select a
sample of procurements for a deeper assessment.
This project should be fully completed by year-end, with the outcomes to be reported to
the Board at a future meeting, along with disclosure of any updates and improvements
that are made to the new Procurement Policy and Procurement Guide in response to the
recommendations of Sjoberg Evashenk.
C. Requests for Proposals
The final portion of this first quarterly Procurement Report is to advise the Board of any
material procurements, particularly formal RFPs or RFQs that are underway. Currently
there are several underway in the Communications and Public Relations Department, and
one being conducted by the Finance Department:
1. Communications and Public Relations Department:
a. General Advertising and Creative Services (RFP 07-21) – Through this RFP,
the CEA Comms Department seeks to secure a multi-year, variable cost
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(based on assigned projects) engagement with a well-qualified advertising
and creative services firm.
b. Multicultural Advertising Media Services (RFP 08-21) – In this separate
procurement, the Comms Department seeks to procure specialized
advertising and media services that will assist the CEA in targeted
communications and messaging into California’s many ethnically diverse
communities.
2. Finance Department:
Investment Management System (RFQ 04-21) – Through this RFQ, the
Finance Department is seeking to procure an investment management
system to automate many of the manual tracking processes that ensure that
contracted investment managers are remaining fully compliant with
applicable Board-approved Investment Policies. Now that CEA is managing
well over $17 billion in assets under management (more than $7 billion in
the CEA Earthquake Insurance Fund and more than $10 billion in the Wildfire
Fund), improved automation of CEA’s investment management process will
add efficiencies and strengthen compliance and financial prudency.
Next Steps
At the June 10, 2021 Governing Board meeting, in addition to ratifying several interim
(between meeting) contracting matters, specifically the renewal of the CEA’s cyber
insurance coverages and a refreshed contract for printing services with Zoom Cross
Media, the Board also authorized CEA staff to move forward with a project during the
second half of 2021 to propose ways to update and modernize the Board’s standing
delegation of authority resolution that dates back to 1999. That resolution established the
protocol that the CEA has continued to follow in procurement matters, and provides for
the Board to approve any contract, however routine, that results in an annual spend of
more than $100,000. That resolution is not correlated or tied in any way to the rigorous
budgeting and quarterly financial reporting processes that the CEA staff currently follows.
That work on evaluating sound and prudent alternatives Board approval protocols is
underway. As noted above, the CEA staff has specifically asked Sjoberg Evashenk to
provides examples and suggestions of how similarly situated and governed organizations
to CEA have handled Board approval protocols. Sjoberg Evashenk has extensive expertise
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in this area, and its contributions will be particularly helpful in crafting a prudent Board
oversight and review protocol to guide CEA management in the coming years.
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Attachment A: Competitive Informal / Small
☐ Expected annual procurement cost: more than $5,000 and up to $30,000.
☐ Evaluate at least three vendors, whenever practicable.
☐ Involve Legal early in the procurement process, to avoid potential delays stemming from
financial, business, or other impediments to contracting. Legal will confirm each
prospective vendor’s status with the CA Secretary of State and other items of due
diligence.
☐ For each prospective vendor, coordinate with Legal to confirm that there are no
(i) conflicts of interest1 at either the company level or among the staff assigned to CEA
projects, or (ii) applicable statutory or other prohibitions.2
☐ Include in your inquiry to each prospective vendor the following statements:
☐
“The CEA is committed to inclusion, diversity, equity, and
accessibility (“IDEA”), within the CEA and also as part of its evaluation of
external providers. The CEA values organizations that equitably
distribute their employment and work opportunities among all
populations. With that in mind, one of the factors on which every
potential goods and services provider will be evaluated is a
demonstrated commitment to IDEA. Whenever reasonably practicable,
the CEA expects that commitment to be reflected in the provider’s
staffing, both within the provider’s entire workforce, and particularly
among the staff assigned to CEA projects.”
☐ “Please be aware that the CEA is a public instrumentality of the
State of California and that the CEA’s records and documents in its
possession might be subject to public disclosure and production
pursuant to various laws, including but not limited to the California
Public Records Act and the Bagley-Keene Open Meeting Act. If you
provide documents or other information of a confidential or proprietary
nature, please mark it as such. The CEA will make reasonable efforts,
within the bounds of and in compliance with applicable public disclosure
laws, to honor those characterizations and not disclose those

“Conflicts of interest” may include, but are not limited to: one or more of the prospective vendor’s other clients have
business or financial interests that conflict with the CEA’s, or by virtue of their line of work, would put the CEA’s business
interests at risk; or there is a CEA staffer involved in the procurement or project who has a personal or financial interest in
one of the potential vendors. Please consult with Legal for guidance.

1

For example, if a member of the provider’s project team is a former CEA staffer, one statutory prohibition applies for two
years following the last day the person worked with the CEA. Please consult with Legal for guidance.

2
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documents, but the CEA cannot guarantee or promise that it will succeed
in its efforts under all circumstances.”
☐ Request that each prospective vendor identify all designations that apply to its business:
☐ Women Business Enterprise (WBE)
☐

Minority Business Enterprise (MBE)
☐
☐
☐
☐
☐

African American
Asian/Pacific Islander
Hispanic/Latino
Native American
Multi-Ethnic

☐ Disabled Veteran Business
Enterprise (DVBE)
☐ Veteran Owned Business Enterprise
(VOBE)

☐ Lesbian, Gay, Bisexual, Transgender
Business Enterprise (LGBTBE)
☐ Multi-Certified Business Enterprises
(MCBE)
- check all that apply
☐ WBE
☐ MBE
☐ DVBE
☐ VOBE
☐ LGBTBE
☐ None

☐ Draft a written summary procurement memorandum that includes:
☐ procurement type (e.g., “Informal/Small Procurement Memo”)
☐ anticipated calendar year contract cost
☐ procurement details (e.g., project description, vendors evaluated, etc.)
☐ factors, data, and rationale used for evaluation and final selection
☐ final vendor selection
☐ certification statement that there is no known conflict of interest
☐ justification for the selection (e.g., describe why the successful proposal was
determined to be the best value, how the other bidders’ proposals were
determined to be below the CEA’s requirements or less desirable, etc.)
☐ signature of the procuring department’s Executive, signifying approval of the
procurement and selection
A sample memo is provided as Attachment A-1.
☐ Send Legal the completed, signed procurement memo. Legal will retain the signed memo
as part of the contract file.
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☐ In collaboration with the procuring business team, an attorney from CEA Legal must review
and provide its approval of the terms of all contracts before signature.3 Promptly after selecting
a vendor, contact Legal to either:
☐ provide CEA Legal a copy of the vendor contract for review and negotiation, or
☐ submit a request for CEA Legal to draft and negotiate a vendor contract.
☐ After the contract draft has been approved and finalized for execution, Legal will
coordinate and control the signature process. The procuring department’s Executive, an
Executive designee, or another authorized signatory may sign the final contract. Legal will
retain the signed contract as part of the contract file, and in collaboration with the procuring
business team, will monitor expiration and renewal dates.
☐

Follow the guidelines regarding Confidentiality (see Attachment G).

☐

When in doubt or if you have questions, ask Legal.
End of Attachment

Either the reviewing attorney or Legal support staff must submit the final draft contract to the General Counsel for
approval, indicating in the email subject line “Small/<$30K” and providing at least ½ a work day for GC’s review and
response. If GC fails to respond within that time, the contract draft will be deemed approved by GC and may be finalized for
signature. Legal will document GC’s approval or deemed approval in the matter file.
3

Procurement & Contracting Guide
Attachment A

Page 3 of 3

348

Informal Procurement Memo
Competitive/Small
(> $5K, up to $30K)
1. Anticipated contract cost: $___________
2. Procurement details:
[Begin typing here (e.g., project description, vendors evaluated, etc.)]
3. Factors, data, and rationale used for evaluation and final selection:
Vendor
[Vendor Name]
[Vendor Name]
[Vendor Name]
Cost

[Enter criteria here]
[Enter score or
comments here]
[Enter score or
comments here]
[Enter score or
comments here]
$

[Enter criteria here]
[Enter score or
comments here]
[Enter score or
comments here]
[Enter score or
comments here]
$

[Enter criteria here]
[Enter score or
comments here]
[Enter score or
comments here]
[Enter score or
comments here]
$

4. Final vendor selection:
[Vendor Name]
5. Justification for the selection:
[Begin typing here (e.g., describe why the the successful bidder’s goods/services were
determined to be the best value, how other bidders' offerings were below the CEA’s
requirements or less desirable than those offered by the selected bidder, etc.)]
6. Attachments (if any):
[Describe attachments here]
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7. Approval of the procuring department’s Executive.
By signing below, I certify that I:

a. approve of this procurement and vendor selection; and
b. have confirmed there is no conflict of interest.

x________________________________________________

[Enter name here]
[Enter title here]
Date: [Enter date here]
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Attachment B: Competitive Informal / Large

☐

Expected procurement cost: greater than $30,000 to not to exceed $100,000 in any
calendar year.

☐

Before starting the procurement process:

☐

☐

obtain written pre-approval from the Executive team member who oversees the
procuring department (see Attachment B-1: Executive Pre-Approval & Notice Form)

☐

ask the Executive Team member to review and sign the pre-approval form

☐

send the signed pre-approval form to the General Counsel and the CEO

☐

ask the GC and CEO to review and sign the pre-approval form

☐

send the completed, signed pre-approval form to Legal. Legal will retain the form as
part of the contract file.

Evaluate at least three vendors, whenever practicable.

☐ Involve Legal early in the procurement process, to avoid potential delays stemming from
financial, business, or other impediments to contracting. Legal will confirm each
prospective vendor’s status with the CA Secretary of State and other items of due
diligence.
☐

For each vendor, coordinate with Legal to confirm that there are no (i) conflicts of
interest1 at either the company level or among the staff assigned to CEA projects, or
(ii) applicable statutory or other prohibitions.2

☐ Include in your inquiry to each prospective vendor (including those with whom the CEA is
contemplating contract renewals) the following statements:
☐ The CEA is committed to inclusion, diversity, equity, and accessibility
(“IDEA”), within the CEA and also as part of its evaluation of external
providers. The CEA values organizations that equitably distribute their
employment and work opportunities among allpopulations. With that
in mind, one of the factors on which every potential goods and services
provider will be evaluated is a demonstrated commitment to IDEA.
Whenever reasonably practicable, the CEA expects that commitment
to be reflected in the provider’s

“Conflicts of interest” may include, but are not limited to: one or more of the prospective vendor’s other clients have
business or financial interests that conflict with the CEA’s, or by virtue of their line of work, would put the CEA’s business
interests at risk; or there is a CEA staffer involved in the procurement or project who has a personal or financial interest in
one of the potential vendors. Please consult with Legal for guidance.

1

For example, if a member of the provider’s project team is a former CEA staffer, one statutory prohibition applies for two
years following the last day the person worked with the CEA. Please consult with Legal for guidance.

2
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staffing, both within the provider’s entire workforce, and particularly
among the staff assigned to CEA projects.”
☐ “Please be aware that the CEA is a public instrumentality of the State of
California and that the CEA’s records and documents in its possession
might be subject to public disclosure and production pursuant to
various laws, including but not limited to the California Public Records
Act and the Bagley-Keene Open Meeting Act. If you provide documents
or other information of a confidential or proprietarynature, please mark
it as such. The CEA will make reasonable efforts, within the bounds of
and in compliance with applicable public disclosurelaws, to honor those
characterizations and not disclose those documents, but the CEA cannot
guarantee or promise that it will succeed in its efforts under all
circumstances.”
☐

Request that each prospective vendor identify all designations that apply to its business:
☐ Women Business Enterprise (WBE)

☐

Lesbian, Gay, Bisexual, Transgender
Business Enterprise (LGBTBE)

☐

Multi-Certified Business Enterprises
(MCBE)
- check all that apply

☐ Minority Business Enterprise (MBE)
☐
☐
☐
☐
☐

☐

African American
Asian/Pacific Islander
Hispanic/Latino
Native American
Multi-Ethnic

☐

Disabled Veteran Business
Enterprise (DVBE)

☐

Veteran Owned Business Enterprise
(VOBE)

☐
☐
☐
☐
☐
☐

WBE
MBE
DVBE
VOBE
LGBTBE

None

Draft a written summary procurement memorandum that includes:
☐

procurement type (e.g., “Informal/Large Procurement Memo”)

☐

anticipated contract cost

☐

procurement details (e.g., project description, vendors evaluated, etc.)

☐

factors, data, and rationale used for evaluation and final selection

☐

final vendor selection

☐

certification statement that there is no known conflict of interest
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☐

justification for the selection (e.g., describe why the successful proposal was
determined to be the best value, how the other bidders’ proposals were
determined to be below CEA’s requirements or less desirable, etc.)

☐

the original, signed Executive Pre-Approval & Notice Form (if not previously
provided to Legal)

☐

Send the completed procurement memo to Legal. Legal will retain the memo as part of
the contract file.

☐

In collaboration with the procuring business team, CEA Legal negotiates all contracts for
procurements with an anticipated annual cost greater than $30,000.3 Promptly after a
vendor is selected, contact Legal to either:
☐

provide CEA Legal a copy of the vendor contract for review and negotiation, or

☐

submit a request for CEA Legal to draft and negotiate a vendor contract.

☐ After the contract draft has been approved and finalized for execution, Legal will
coordinate and control the signature process. The procuring department’s Executive,
another member of the Executive team, or an authorized signatory will sign the final
contract. Legal will retain the signed contract as part of the contract file, and in
collaboration with the procuring business team, will monitor expiration and renewal dates.
☐

Follow the guidelines regarding Confidentiality (see Attachment G).

☐

When in doubt or if you have questions, ask Legal.
End of Attachment.

Either the reviewing attorney or Legal support staff will submit the final draft contract to the General Counsel for
approval, indicating in the email subject line “Large/>$30K”. GC approval is required before the contract may be finalized
for signature. Legal will document GC’s approval in the matter file.
3
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Executive Pre-Approval & Notice
To:

Glenn Pomeroy, Chief Executive Officer
Tom Welsh, General Counsel

From: [Enter Name], [Enter Title]
Date: [Enter Date]
Re:

Notice of Proposed Competitive Informal Procurement / Large (>$30,000 to $100,000
annually)

A. Procurement Description:
CEA’s [enter department name] department seeks to procure [enter brief description of
services] in connection with [enter brief description of project or need]. The estimated cost of
resulting contract is [enter estimated contract amount].
B. Applicable CEA Procurement Criteria:
CEA’s procurement and contracting guidelines permit the use of a competitive, informal
procurement process so long as the anticipated contract cost does not exceed $100,000 in any
calendar year and, prior to commencement of the procurement,
1. the Executive team member who heads up the procuring department approves using
the informal process and provides notice of the planned procurement to the CEO
and General Counsel; and
2. the CEO and General Counsel consult with the Executive team member to ensure the
chosen process is appropriate and to discuss possible, unintended consequences.
C. Procuring Executive’s Approval:
By my signature below, I approve using the competitive informal process to procure the
products and/or services described above. Prior to engaging a selected provider, I will take
reasonable steps to ensure that there are no conflicts of interest, and I will certify the same in a
written summary procurement memo.

[Enter Name]
[Enter Title]
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By signing below, I represent that I have consulted with the above-named Executive
and agree that the competitive informal process is appropriate for this procurement.

Glenn Pomeroy
Chief Executive Officer

Tom Welsh
General Counsel

Comments:
[Type here.]
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Informal Procurement Memo
Competitive/Large
(> $30k, up to $100K)
1. Anticipated contract cost: $___________
2. Procurement details:
[Begin typing here (e.g., project description, vendors evaluated, etc.)]
3. Factors, data, and rationale used for evaluation and final selection:
Evaluation
Criteria
[Enter
criteria
here]
[Enter
criteria
here]
[Enter
criteria
here]
Cost

[Vendor Name]

[Vendor Name]

[Vendor Name]

[Begin typing here]

[Begin typing here]

[Begin typing here]

[Begin typing here]

[Begin typing here]

[Begin typing here]

[Begin typing here]

[Begin typing here]

[Begin typing here]

$

$

$

4. Final vendor selection:
[Vendor Name]
5. Justification for the selection:
[Begin typing here (e.g., describe why the the successful bidder’s goods/services were
determined to be the best value, how others were below the CEA’s requirements or less
desirable, etc.)]
6. Attachments (if any):
[Describe attachments here]
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7. Approval of the procuring department’s Executive.
By signing below, I certify that I:
a. approve of this procurement and vendor selection; and
b. have confirmed there is no conflict of interest.
x________________________________________________

[Enter name here]
[Enter title here]
Date: [Enter date here]
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Attachment C: Competitive / Formal

☐ Procurements with an expected annual cost in excess of $100,000 must follow the
Competitive/Formal procurement process.
☐ With limited exceptions,1 CEA Governing Board approval is required for all
procurementswith an expected cost in excess of $100,000 per calendar year. To ensure
the Board’s timely review and approval of your procurement request, please notify Legal
of your procurement plans as early as possible, at least 4 weeks before the scheduled
Board meeting at which approval for entering into a contract with the selected contractor
will besought.
☐

Before starting the procurement process:
☐

obtain written pre-approval from the Executive team member who oversees the
procuring department (see Attachment C-1: Executive Pre-Approval & Notice Form)

☐

ask the Executive Team member to review and sign the pre-approval form

☐

send the signed pre-approval form to the General Counsel and the CEO

☐

ask the General Counsel and CEO to review and sign the pre-approval form

☐

send the completed, signed pre-approval form to Legal. Legal will retain the form as
part of the contract file.

☐ Coordinate with Legal to initiate the RFP/Q process. Legal will generate an RFP/Q number,
provide the procuring business team a copy of the then-current RFP/Q template form,
and assign an attorney to provide advice throughout the procurement process.
☐

In collaboration with the procuring business team, CEA Legal must review all RFP, RFQ,
and similar procurement documents before issuance. Contact Legal to submit your
request for Legal review. Because procurement documents demand inter-departmental
collaboration to meet both business and Legal requirements, please notify Legal of your
procurement plans as early as possible.

☐

All RFPs, RFQs, and similar procurement documents must contain the following statement:
“The CEA is committed to inclusion, diversity, equity, and accessibility
(“IDEA”), within the CEA and also as part of its evaluation of external
providers. The CEA values organizations that equitably distribute their
employment and work opportunities among all populations. With that
in mind, one of the factors on which every potential goods and services
provider will be evaluated is a demonstrated commitment to IDEA.
Whenever reasonably practicable, the CEA expects that commitment to

1

For example, IT GSA engagements and Legal Services engagements.

Procurement & Contracting Guide
Attachment C

Page 1 of 3
358

be reflected in the provider’s staffing, both within the provider’s entire
workforce, and particularly among the staff assigned to CEA projects.”
☐

Request that each proposer identify all designations that apply to its business:
☐ Women Business Enterprise (WBE)

☐

Lesbian, Gay, Bisexual, Transgender
Business Enterprise (LGBTBE)

☐

Multi-Certified Business Enterprises
(MCBE)
- check all that apply

☐ Minority Business Enterprise (MBE)
☐
☐
☐
☐
☐

☐

African American
Asian/Pacific Islander
Hispanic/Latino
Native American
Multi-Ethnic

☐

Disabled Veteran Business
Enterprise (DVBE)

☐

Veteran Owned Business Enterprise
(VOBE)

☐
☐
☐
☐
☐
☐

WBE
MBE
DVBE
VOBE
LGBTBE

None

If the Competitive/Formal procurement process results in submissions from fewer than
three proposers, the Executive team member overseeing the procurement may, at their
option:
☐

continue the procurement process with fewer than three proposers;

☐

suspend or cancel the procurement process and reopen it at a later date;

☐

amend the RFP/Q to extend the submission deadline date, alter the requirements, or
both; or

☐

cancel the procurement process entirely.

In any case, the procuring department must document its decision in the procurement
memo.
☐

Alert Legal once finalists have been selected. Legal will then confirm each finalist’s status
with the CA Secretary of State and other items of due diligence. This step will help avoid
potential delays stemming from financial, business, or other impediments to contracting.
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☐ For the finalist awarded an opportunity to contract, coordinate with Legal to confirm that
there are no (i) conflicts of interest2 at either the company level or among the staff
assigned to CEA projects, or (ii) applicable statutory or other prohibitions.3
☐

Draft a written summary procurement memorandum that includes:
☐
☐
☐
☐
☐
☐
☐

☐

procurement type (e.g., “Competitive/Formal Procurement Memo”)
anticipated contract cost
procurement details (e.g., project description, vendors evaluated, etc.), including a
copy of the RFP/RFQ
factors, data, and rationale used for evaluation and final selection
final vendor selection
confirmation and certification statement that there is no known conflict of interest
justification for the selection (e.g., describe why the successful bidder’s proposal
was determined to be the best value, how the other bidders’ proposals were
determined to be below CEA’s requirements or less desirable, etc.)
signed copy of the Executive Pre-Approval & Notice Form

☐

Provide Legal a signed copy of the completed procurement memo.

☐

In collaboration with the procuring business team, CEA Legal negotiates all contracts for
procurements in excess of $100,000 per calendar year.4 Promptly after a vendor is
selected, contact Legal to begin the contract drafting, review, and negotiation process.

☐ After the contract draft has been approved and finalized for execution, Legal will
coordinate and control the signature process. The procuring department’s Executive,
another member of the Executive team, or an authorized signatory will sign the final
contract. Legal will retain the signed contract as part of the contract file, and in
collaboration with the procuring business team, will monitor expiration and renewal dates.
☐ Follow the guidelines regarding Confidentiality (see Attachment G).
☐ When in doubt or if you have questions, ask Legal.
End of Attachment

“Conflicts of interest” may include, but are not limited to: one or more of the prospective vendor’s other clients have
business or financial interests that conflict with the CEA’s, or by virtue of their line of work, would put the CEA’s business
interests at risk; or there is a CEA staffer involved in the procurement or project who has a personal or financial interest in
one of the potential vendors. Please consult with Legal for guidance.

2

For example, if a member of the provider’s project team is a former CEA staffer, one statutory prohibition applies for two
years following the last day the person worked with the CEA. Please consult with Legal for guidance.

3

Either the reviewing attorney or Legal support staff will submit the final draft contract to the General Counsel for
approval, indicating in the email subject line “Large/$100K+”. GC approval is required before the contract may be finalized
for signature. Legal will document in the matter file GC’s approval.
4
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Executive Pre-Approval & Notice
To:

Glenn Pomeroy, Chief Executive Officer
Tom Welsh, General Counsel

From: [Enter Name], [Enter Title]
Date: [Enter Date]
Re:

Notice of Proposed Competitive Formal Procurement ($100,000+)

A. Procurement Description:
CEA’s [enter department name] department seeks to procure [enter brief description of
services] in connection with [enter brief description of project or need]. The estimated cost of
resulting contract is [enter estimated contract amount].
B. Applicable CEA Procurement Criteria:
CEA’s procurement and contracting guidelines require the use of a competitive, formal
procurement process when the contract cost is anticipated to exceed $100,000 during a single
fiscal year. That process requires that, prior to commencement of the procurement,
1. the Executive team member who heads up the procuring department approves the
planned procurement and provides notice of the planned procurement to the CEO
and General Counsel;
2. the Executive team member who heads up the procuring department obtains
Governing Board approval; and
3. the CEO and General Counsel consult with the Executive team member to ensure the
chosen process is appropriate and to discuss relevant details and other
considerations.
C. Procuring Executive’s Approval:
By my signature below, I approve using the competitive formal process to procure the products
and/or services described above. Prior to engaging a selected provider, I will take reasonable
steps to ensure that there are no conflicts of interest, and I will certify the same in a written
summary procurement memo.

[Enter Name]
[Enter Title]
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By signing below, I represent that I have consulted with the above-named Executive
and agree that the competitive formal process is appropriate for this procurement.

Glenn Pomeroy
Chief Executive Officer

Tom Welsh
General Counsel

Comments:
[Type here.]
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Attachment D: Expedited Summary

☐

Expected procurement cost: more than $30,000 per calendar year. If the expected annual
contract cost is $30,000 or less, see Attachment F: Exceptions.

☐

Expedited Summary (“ES”) procurements1 are permitted if facts are present that clearly
demonstrate the applicability of one or more of the following criteria, originally adopted
from the State Contracting Manual:
1.
2.
3.
4.
5.
6.
7.

Exigent Circumstances
Other Bidders Not Reasonably Available
Unique Qualifications
Disruption of Ongoing Programs
Exposure to Liability
Fiscal Responsibility
Prudent Exercise of CEA’s Business

Departments are reminded that poor procurement planning is not an “exigent
circumstance” and does not justify an ES procurement. Repetitive use of ES procurements
by a department (particularly within a condensed time period) is strongly discouraged.
“Exigent circumstances” is generally defined as either

☐

-

a threat to life, public health or safety, improved property, or some other form of
dangerous situation that requires immediate action to alleviate the threat; or

-

a need to avoid, prevent, or alleviate serious harm or injury, financial or otherwise, to
the CEA, and where use of a competitive procurement process would prevent or
delay the urgent action required to address the situation.

With the sole exception of “Exigent Circumstances” procurements, CEA Governing Board
prior approval is required for all ES procurements with an expected cost of more than
$100,000 in any calendar year. To ensure the Board’s timely review and approval, please
notify Legal of your procurement plans as early as possible, at least 4 weeks before the
scheduled Board meeting at which approval for entering into a contract with the selected
contractor will be sought. For “Exigent Circumstances” procurements of more than
$100,000, the procuring department Executive must request Governing Board ratification
of the contract at the next scheduled Board meeting.

☐ Before starting the ES procurement process, coordinate with CEA Legal to draft an ES
justification and approval memo, using Attachment D-1 as a guide. Because ES memos
demand inter-departmental collaboration to meet both business and Legal requirements,
please notify Legal of your procurement plans as early as possible.

1

Previously known as “sole-source” procurements.
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☐

Legal must be given notice of and an opportunity to review the ES memo before it is
submitted to the CEO and General Counsel for approval and signature.

☐

The CEO and General Counsel must pre-approve all ES procurements in excess of
$30,000.

Note: Legal has the authority to:
-

independently apply the CEA’s ES criteria,
pose questions and seek clarifications,
refer the request back to its source for additional information, and
at the General Counsel’s discretion, disallow any ES procurement or contract based on
the principles in this Guide.

☐ Legal will coordinate signatures for the completed ES memo and will retain the signed
memo as part of the contract file.
☐

For the chosen vendor, coordinate with Legal to confirm that there are no (i) conflicts of
interest2 at either the company level or among the staff assigned to CEA projects, or
(ii) applicable statutory or other prohibitions.3

☐

Involve Legal early in the procurement process, to avoid potential delays stemming from
financial, business, or other impediments to contracting. Legal will confirm the chosen
vendor’s status with the CA Secretary of State and other items of due diligence.

☐ Include in your award letter/email to the chosen vendor (including those with whom CEA
is contemplating a contract renewal) the following statement:
“The CEA is committed to inclusion, diversity, equity, and accessibility (“IDEA”),
within the CEA and also as part of its evaluation of external providers. The CEA
values organizations that equitably distribute their employment and work
opportunities among all populations. With that in mind, one of the factors on which
every potential goods and services provider will be evaluated is a demonstrated
commitment to IDEA. Whenever reasonably practicable, the CEA expects that
commitment to be reflected in the provider’s staffing, both within the provider’s
entire workforce, and particularly among the staff assigned to CEA projects.”

“Conflicts of interest” may include, but are not limited to: one or more of the prospective vendor’s other clients have
business or financial interests that conflict with the CEA’s, or by virtue of their line of work, would put the CEA’s business
interests at risk; or there is a CEA staffer involved in the procurement or project who has a personal or financial interest in
one of the potential vendors. Please consult with Legal for guidance.

2

For example, if a member of the provider’s project team is a former CEA staffer, one statutory prohibition applies for two
years following the last day the person worked with the CEA. Please consult with Legal for guidance.

3
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☐

Request that each proposer identify all designations that apply to its business:
☐ Women Business Enterprise (WBE)

☐ Minority Business Enterprise (MBE)
☐
☐
☐
☐
☐

☐

☐

Disabled Veteran Business
Enterprise (DVBE)

☐

Veteran Owned Business Enterprise
(VOBE)

☐
☐

☐

Lesbian, Gay, Bisexual, Transgender
Business Enterprise (LGBTBE)
Multi-Certified Business Enterprises
(MCBE)
- check all that apply
☐
☐
☐
☐
☐

☐

WBE
MBE
DVBE
VOBE
LGBTBE

None

In collaboration with the procuring business team, CEA Legal negotiates all contracts for
ES procurements. Promptly after the vendor is selected, contact Legal to either:
☐

☐

African American
Asian/Pacific Islander
Hispanic/Latino
Native American
Multi-Ethnic

☐

☐

provide CEA Legal a copy of the vendor contract for review and negotiation, or
submit a request for CEA Legal to draft and negotiate a vendor contract.

After the contract draft has been approved and finalized for execution, Legal will
coordinate and control the signature process. The procuring department’s Executive
Director, another member of the Executive team, or an authorized signatory will sign the
final contract. Legal will retain the signed contract as part of the contract file, and in
collaboration with the procuring business team, will monitor expiration and renewal dates.
Follow the guidelines regarding Confidentiality (see Attachment G).
When in doubt or if you have questions, ask Legal.
End of Attachment.
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Expedited Summary Justification & Approval
To:

Glenn Pomeroy, Chief Executive Officer
Tom Welsh, General Counsel

From: [Enter Name], [Enter Title]
Date: [Enter Name]
Re:
Proposed Expedited Summary (“ES”) contract with [Enter name of selected vendor] for
[Enter brief description of goods/services sought].
A. Background.
[Begin typing here. Include: background information; past contract information, if any; and
desired action (extend contract, issue new contract).]
B. Applicable CEA ES Criteria.
CEA’s procurement and contracting guidelines permit the use of ES contracts if facts are
present that clearly demonstrate the applicability of one or more of the ES criteria.
The use of an ES contract is justified for the following reason(s):
1. Exigent Circumstances.
[Click here to type. Describe the exigent or emergency nature of this procurement.]
2. Other Bidders Not Reasonably Available.
[Click here to type. Provide documentation of efforts to locate other bidders.]
3. Unique Qualifications.
[Click here to type. Document the indicia of uniqueness: contractor's unique skills, only
vendor that sells the product or offers the service, etc.]
4. Disruption of Ongoing Programs.
[Click here to type. Fully document how and why a CEA program would be disrupted
unless the procurement proceeds on an ES basis, including the nature of the disruption
and how an ES procurement would prevent or mitigate the disruption.]
5. Exposure to liability.
[Click here to type. Document how failure to procure based on an ES contract would
reasonably expose the CEA to legal liability of any sort. Documentation must be
acceptable to the CEA General Counsel.]
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6. Fiscal responsibility.
[Click here to type. Document how the ES procurement is fiscally advantageous to the
CEA, including a description of why the ES procurement provides the advantage that a
normal, competitive procurement would not provide or would not provide as
completely]
7. Prudent Exercise of the CEA’s business.
[Click here to type. Document any factor or factors of this ES procurement that are
relevant to the prudent exercise and oversight of CEA’s business.]

Remainder of page intentionally blank.
Continued on next page.
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C. Recommendation.
I recommend approving an expedited summary contract with [Enter name of selected vendor]
for the goods and/or services described above. I certify that I have no affiliations with or
involvement in any organization or entity with any financial interest (such as employment,
stock ownership, or other equity interest), or non-financial interest (such as personal or
professional relationships or affiliations) in [Enter name of selected vendor] or with any of
[Enter name of selected vendor]’s owners or employees.

[Enter Name]
[Enter Title]

Date

In my opinion, the facts set forth above meet the CEA requirements for an expedited summary
procurement and contract.

Tom Welsh
General Counsel

Date

Based on the statements of facts above and their application to the non-competitive alternative
criteria in CEA’s procurement and contracting guidelines, I approve awarding an expedited
summary contract to [Enter name of selected vendor.]

Glenn Pomeroy
Chief Executive Officer
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Attachment E: IT GSA

☐

Expected annual procurement cost: $300,000 or less. Governing Board approval is not
required.

☐

IT Department projects only.

☐

Utilize the CEA-selected pool of contractors approved by the U.S. General Services
Administration (“GSA”).

☐

Use a competitive analysis to select the GSA vendor.

☐

If the expected procurement cost in any calendar year is more than $5,000 and up to
$30,000:

☐

☐

Before starting the IT/GSA procurement process, coordinate with CEA Legal to draft
IT/GSA approval memo, using Attachment E-1 as a guide. Because IT/GSA approval
memos demand inter-departmental collaboration to meet both IT and Legal
requirements, please notify Legal of your procurement plans as early as possible.

☐

Legal must review the IT/GSA approval memo before it is submitted to the CIO for
signature.

☐

The CIO must pre-approve all IT/GSA procurements more than $5,000 and up to
$30,000.

If the expected procurement cost in any calendar year is more than $30,000 and up to
$300,000:
☐

Before starting the IT/GSA procurement process, coordinate with CEA Legal to draft
IT/GSA approval memo, using Attachment E-1 as a guide. Because IT/GSA approval
memos demand inter-departmental collaboration to meet both IT and Legal
requirements, please notify Legal of your procurement plans as early as possible.

☐

Legal must review the IT/GSA approval memo before it is submitted to the CIO, CEO,
and General Counsel for signature.

☐

The CIO, CEO, and General Counsel must pre-approve all IT/GSA procurements more
than $30,000.

☐ Legal will coordinate signatures for each completed IT/GSA memo, and will retain the
signed memo as part of the contract file.
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☐

For the selected GSA vendor, coordinate with Legal to confirm that there are no
(i) conflicts of interest1 at either the company level or among the staff assigned to CEA
projects, or (ii) applicable statutory or other prohibitions.2

☐

In collaboration with the IT team, CEA Legal negotiates all IT GSA contracts.3 Promptly
after a GSA vendor is selected, contact Legal to either:
☐

provide CEA Legal a copy of the vendor contract for review and negotiation, or

☐

submit a request for CEA Legal to draft and negotiate a vendor contract.

☐

After the contract draft has been approved and finalized for execution, Legal will
coordinate and control the signature process. The CIO will sign the final contract; in the
CIO’s absence, the CEO or CEO’s Executive designee, or other authorized signatory, will
sign. Legal will retain the signed contract as part of the contract file, and in collaboration
with the procuring business team, will monitor expiration and renewal dates.

☐

Follow the guidelines regarding Confidentiality (see Attachment G).

☐

When in doubt or if you have questions, ask Legal.
End of Attachment.

“Conflicts of interest” may include, but are not limited to: one or more of the prospective vendor’s other clients have
business or financial interests that conflict with the CEA’s, or by virtue of their line of work, would put the CEA’s business
interests at risk; or there is a CEA staffer involved in the procurement or project who has a personal or financial interest in
one of the potential vendors. Please consult with Legal for guidance.

1

For example, if a member of the provider’s project team is a former CEA staffer, one statutory prohibition applies for two
years following the last day the person worked with the CEA. Please consult with Legal for guidance.

2

Either the reviewing attorney or Legal support staff will submit the final draft contract to the General Counsel for
approval, indicating in the email subject line the size of the procurement:

3

a.

“Small/<$30K”: Provide at least ½ a work day for GC’s review and response. If GC fails to respond within that time,
the contract draft will be deemed approved by GC and may be finalized for signature. Legal will document GC’s
approval or deemed approval in the matter file.

b.

“Large/>$30K” or “Large/$100K+”: GC approval is required before the contract may be finalized for signature.
Legal will document GC’s approval in the matter file.

Procurement & Contracting Guide
Attachment E

Page 2 of 2
370

IT GSA Approval Memo
To:

Glenn Pomeroy, Chief Executive Officer
Tom Welsh, General Counsel

From: Mike Melavic, Chief Information Officer
Date: [Enter Date]
Re:

Approval of IT GSA Procurement

A. Procurement Description:
CEA’s IT department seeks to procure [enter brief description of services] in connection with
[enter brief description of project or need]. The estimated annual cost of the resulting contract
is [enter anticipated contract amount – must be $300,000 or less for any calendar year].
B. Applicable CEA Procurement Criteria:
CEA’s Governing Board has approved, and CEA’s procurement and contracting guidelines
permit, the use of the IT/GSA procurement process so long as the anticipated contract cost
does not exceed $300,000 in any calendar year, and
1. the IT Department used a competitive analysis to select the vendor from a pool of
contractors approved by the U.S. General Services Administration;
2. the CIO approves using the IT/GSA process; and
3. if the anticipated annual contract cost is more than $30,000 and up to $300,000, the
CEO and General Counsel consult with the CIO to ensure the IT/GSA process is
appropriate and to discuss possible, unintended consequences.
C. CIO Approval:
By my signature below, I approve using the IT/GSA process to procure the products and/or
services described above. My department will use a competitive analysis to select the vendor. I
certify that I will take reasonable steps to ensure that there is no conflict of interest with either
the vendor or any member of its staff assigned to CEA projects.

[Enter Name]
[Enter Title]
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Only for IT/GSA procurements with an expected annual cost more than $30,000 and up to
$300,000:
By signing below, I represent that I have consulted with the CIO and agree that the
IT/GSA process is appropriate for this procurement.

Glenn Pomeroy
Chief Executive Officer

Tom Welsh
General Counsel

Comments:
[Type here.]
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Governing Board Memorandum
16 September 2021
Agenda Item 11H:

Diversity, Inclusion and Belonging Advisory Council (DIBAC) –
Quarterly Report

Recommended Action:

No action required—information only.

Background
During the past quarter, the CEA’s Diversity Inclusion and Belonging Advisory Council
(DIBAC) has continued to work towards advancing its mission for the benefit of the CEA
and all of its stakeholders. As a reminder, DIBAC’s mission is:
To ensure a diverse and inclusive work environment that prioritizes equity,
racial justice and belonging for all—through actions, activities, and programs
within our company and in our community.
DIBAC’s work continues to focus on three primary areas: 1) Internal Education,
2) Internship and Mentorship, and 3) Employee Practices.

Quarterly Report
In June, DIBAC membership was opened to new members to create opportunities for
more CEA employees to participate in this important organization. The 2021/22 Council
includes 18 staff pictured on the following slide:
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Over the last year, DIBAC’s staff-driven working Council has been responsible for
developing recommendations and executing projects to help guide and expand CEA’s
diversity and inclusion program. To solidify this role and ensure DIBAC remains a
permanent part of CEA, a Charter document is currently being developed by a Governance
Subcommittee.
As outlined in the Charter, DIBAC’s authority is granted by the Chief Executive Officer,
and its stated structure, roles and responsibilities as well as rules of operation will help
guide DIBAC’s evolution.
Once DIBAC members agree, the Charter will be submitted to CEO Glenn Pomeroy for
final review and approval.
Internal Education Program
To create a more inclusive workplace DIBAC believes we must continually develop our
cultural intelligence by having a shared understanding of the issues that surround
diversity and inclusion and by respecting others’ different point of view. This is a
foundational principle that drives the evolution of its Internal Education program.
Since June DIBAC has held two Listening Sessions as part of this ongoing education effort.
These optional meetings for staff provide an opportunity to discuss specific issues and
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learn from others’ perspectives in a safe and respectful space. We have contracted with
two diversity and inclusion educators to facilitate these quarterly discussions. Last week
the Listening Session topic was “cancel culture,” what it means, how the definition has
evolved and how it means very different things to different people.
Internship Program
The CEA Legal department hosted a summer diversity program fellow, Bisman Bhatti, a
second-year law student at UC Davis King Hall School of Law. Bisman completed her 10week internship in August. Bhatti worked on a variety of internal client matters, including
legal research projects, employment law issues, and assisted in contract negotiations and
drafting.
DIBAC is currently accepting Intern applications for a research project related to
categorizing earthquake damage.
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Governing Board Memorandum
16 September 2021
Agenda Item 13:

Closed Session on Personnel Matters

Recommended Action:

Closed Session

Following an opportunity for public comment on any CEA matters that are on the Agenda
for this meeting (Agenda Item 12), the Board will move into Closed Session to discuss
personnel matters, as authorized under Government Code section 11126(a).
At the conclusion of the Closed Session, the Board will return to open session for purposes
of reporting on any final action (if any) taken during the Closed Session, and to thereafter
adjourn the meeting.
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