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DECLARATION OF LARRY J. LICHTENEGGER

I, Larry J. Lichtenegger, make this declaration of my own personal knowledge or on
information and belief and make this declaration at the request of the Conservator recounting my
background and my litigation experience with CIC and its affiliates, focusing on issues regarding
CIC’s litigation tactics as well as CIC’s claims handling history. I therefore declare as follows:

1. I first passed the bar in the State of Kansas in 1968 but have been an attorney
licensed before the State Bar of California since 1971. My practice specialty is handling complex
accounting cases, whether they be Ponzi Schemes or actions such as those represented here which
involved complex mathematical formulas which lead to fraud and unconscionability claims. In
addition to having a law degree, I have a Masters in Tax & Accounting which gives me a
significant background in math and accounting issues as exist in the present cases. I am a former
deputy district attorney and, because of that trial experience have spent much of my career in a
courtroom, not only in this state but in other states as well.

2. Since 2014, I have represented fifty-one (51) business clients in actions against
Applied Underwriters, Inc. (AUI), Applied Underwriters Captive Risk Assurance Company, Inc.
(AUCRA) and California Insurance Company (CIC) (herein collectively the “Affiliates”). Up
until the events which gave rise to this Court’s Restraining Order on November 4, 2019, these
Affiliates operate as one entity, as both AUCRA and CIC were then directly or indirectly owned
by AUL Further, according to Responses to Requests for Admissions by the Affiliates in my
cases, neither AUCRA nor CIC have any employees, as AUI’s employees do all the work
required for these entities to exist. Further, they have common boards of directors and common
corporate officers. Thus, the actions of one are indistinguishable from the actions of the others.
Money moves back and forth between them such that I have always brought my actions against
them as if they were a single unit.

3. After my first case against them went to trial in September 2015 in which I
obtained an order recovering damages against these Affiliates (Randazzo Enterprises, Inc. vs.
Applied Underwriters Captive Risk Assurance Company, Inc. USDC (Nor. Cal.), Case No. C14-
02374 HRL and American Arbitration Association Case No. 01-14-0000-4255), I was retained by
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an additional 50 business clients to pursue claims against the Affiliates. Since then, of the 20
remaining cases, I have either settled pre-trial, tried to judgment, settled post-judgment and one I
referred to a lawyer in another state before the order establishing the conservation of CIC was put
in place. At that time, I had the majority of the remaining 30 cases set for trial. All of these cases,
except for the Randazzo case which was tried in September 2015, were litigated after the Shasta
Linen decision came down in June 2016 and in each case the Affiliates continued to claim that the
insurance program was legal.

4. Other than the Randazzo case!, of the cases fully completed, 4 of those went to
trial? and judgment. In each of these cases, cases, all of which were litigated after the Shasta
Linen Decision in June 2016, the underlying issue as to the legality of the program was resolved
against the Affiliates. Of the remaining cases, two of the claims of the Affiliates were dismissed
before trial, and the remainder were resolved by settlement just before or after a trial. Even
though the Affiliates continued to argue the legality of the RPA, in many cases the insurance
program had already been declared illegal by motions for summary adjudication before trial. So,
there was not much to litigate except the amount of the damages, a fact that usually led to
settlement.

5. In addition to the clients listed above, my remaining clients are:

e All Seasons Roofing & Waterproofing, Inc., ADCO Roofing, Inc., A-1 Roof and
Construction of the South, Inc., A-1 Roofing Management Construction, Inc., and Alta
Roofing & Waterproofing, Inc.,

e Alpine Builders, LLC, a Utah limited liability company, and Grove Creek, LLC, a Utah
limited liability company,

e Bayless Engineering, Inc., a California corporation,
e Cal-Am Properties, Inc., a California corporation,

e Creekside Logging, Inc., a California corporation, and Blue Ridge Forest Management,
Inc., a California corporation,

e EM Pizza, Inc., a California Corporation, dba Domino’s Pizza,

! Randazzo pre-dated the Commissioner’s Decision in Shasta Linen and resulted in a finding that
the EquityComp program was fraudulent and unconscionable.
2 Barker Management, Inc., Bayless Engineering, Inc., Mark Crawford Logging, LLC, American
Etc., Inc.
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Forrest Machining, Inc., a California corporation,
Hennessey’s Tavern, Inc., a California corporation,

Jackpot Harvesting, Inc., a California corporation, Blacky Trucking Company, Inc., a
California corporation, and L & J Farms, a California corporation,

Shims Bargain, Inc., a California corporation, dba JC Sales, and The, Inc., a California
corporation,

Liberman Broadcasting, Inc., Empire Burbank Studios, LLC, KRCA License, LLC,
KRCA Television, LLC, KZJL License, LLC, LBI Media Holdings, Inc., LBI Media, Inc.,
LBI Radio License, LLC, Liberman Broadcasting of California, LLC, Liberman
Broadcasting of Dallas License, LLC, Liberman Broadcasting of Dallas, LLC, Liberman
Broadcasting of Houston License, LLC, Liberman Broadcasting of Houston, LLC,
Liberman Television of Dallas License, LLC, Liberman Television of Dallas, LLC,
Liberman Television of Houston, LLC, Liberman Television, LLC

Low Desert Empire Pizza, Inc., a California corporation, Hi Desert Empire Pizza, Inc., a
California corporation, Ten Cap, Inc., a California corporation and Capten, Inc., a
California corporation,

Mariani Nut Company, a General Partnership, Mariani Nut Co., Inc., a California
corporation, M&L Fruit Co., Inc., a California corporation, and Monticello Farming, LLC,
a California limited liability company,

Abel Mendoza, Inc., a California corporation,

Mountain F. Express, Inc., a California corporation and Mountain G. Enterprises, Inc., a
California corporation,

Nielsen Contracting, Inc., a California corporation and T & M Framing, Inc., a California
corporation,

Oceanside Laundry, LLC, a California limited liability company, dba Campus Laundry,
O’Connell Landscape Maintenance, Inc., a California corporation,

Paris Baguette U.S.A., Inc., Paris Baguette America, Inc., Paris Baguette Bon Doux, Inc.
and Paris Baguette Family, Inc., all Delaware corporations,

RDR Builders, Inc., a California corporation, Dos Reis, Ronald and Barbieri, Mark, d/b/a
RDR Builders, Inc. and RDR Production Builders, Inc., a California corporation,

Roadrunner Management Services, Inc., a California corporation and Airport Connection,
Inc., a California corporation,

Royal Custom Designs, Inc., a California corporation and Royal Custom Designs, LLC, a
California limited liability company,
-4-
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e Saddle Ranch Holdings, LLC, a California limited liability company, Saddle Ranch
Sunset, LLC, a California limited liability company, Saddle Ranch Costa Mesa, LLC, a
California limited liability company, Saddle Ranch Management, LLC, a California
limited liability company, and Sunset Conglomerate Restaurant, Inc., a California
corporation, Saddle Ranch Glendale, LLC, a California limited liability company, Saddle
Ranch Orange, LLC, a California limited liability company,

e San Francisco Independent Taxi Association,

e Stovall’s Inn, LLC, a California limited liability company, Anaheim Inn, LLC, a
California limited liability company and Best Western Pavilions Inn, LLC, DBA Best
Western Pavilions Inn, a California limited liability company,

e Sweaney, Inc., a California corporation, dba Sweaney Painting & Drywall,

e Van De Pol Enterprises, Inc., a California corporation and Fuel Delivery Services, Inc., a
California corporation,

e Warwick Amusements Corp., a Delaware corporation, Warwick California Corporation, a
California corporation, Warwick Denver Corporation, a Delaware corporation, WSF
Beverage Corporation, a California corporation, Warwick Melrose Dallas Corporation, a
Delaware corporation, Silver Autumn Hotel (NY) Corporation, Ltd., a Delaware
corporation,

e Western Packing, Inc., a California corporation, and
e Steve Wills Trucking & Logging, LLC, a California Limited Liability Company.
6. In each and every one of the cases listed above as remaining, not only have I filed

a demand in arbitration or a state court complaint initiating the action, but Applied Underwriters,
Inc., AUCRA and CIC have filed cross complaints against my clients either seeking to enforce
the illegal contracts which are the subject of the action against them or, if the RPA is found to be
illegal, for enforcement of the CIC Policies. Often as not, the Affiliates also initiate a parallel
action in the Nebraska courts or before the American Arbitration Association. As can be seen
below, the Affiliates also file separate complaints for enforcement of Promissory Notes which are
executed by insureds who have received invoices for premium payments so high they can’t afford
and execute these Promissory Notes as an alternative to cancellation of their policies. In these
cases and in spite of the significant body of decisions declaring the insurance program illegal, the
Affiliates continue to litigate this already resolved issue. By way of example and not by

limitation, attached hereto as Exhibit A is a typical cross complaint filed in Jackpot Harvesting,
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Inc., et. al. vs. Applied Underwriters, Inc., Monterey County Superior Court Case No.
17CV000703, although the Affiliates often also include a cause of action for CIC in quantum
meruit. This cross-complaint seeks enforcement of the RPA by AUCRA and, alternatively if the
RPA is found unenforceable, alleges causes of action by CIC for enforcement of the CIC policies
which, by the way, the insured never agreed to pay as their promises were made under the RPA.

7. This declaration will address the issue of litigation tactics engaged in by the
Affiliates and their counsel. Since I have been practicing law, I have never previously
encountered opposing counsel so determined to bury my clients in multiple litigation in California
and other jurisdictions over the same issues, voluminous discovery paperwork and motions,
repeatedly litigating issues that have already been resolved against them (such as the illegality of
the RPA), and generally expending more on lawyering than policyholders can usually afford to
spend to defend themselves. The only way they can afford this is that much of my work benefits
all of my clients and I spread that cost between them on a pro-rata basis. While in my initial cases
the Affiliates were being represented by a different law firm, after a series of setbacks the
Affiliates brought in DLA/Piper to represent them. I can only describe DLA/Piper’s litigation
tactics as scorched earth.

8. As these cases involve claims for injuries by policyholders’ employees and
handled by CIC, the issue of CIC’s mishandling of claims for the Affiliates’ financial benefit has
been a frequent problem in resolving the cases. As explained below, CIC asserts that its claim
files are confidential information of the injured employees under HIPAA and cannot be released
without consent. This generally occurs when the insured employer cannot talk to the injured
employee because he/she has left that employment and the employer no longer has contact. Thus,
this consent would have to be obtained from former employees who are not cooperative. CIC’s
conduct in this regard results in substantial disputes between CIC and the policyholder which
must be resolved.

9. In order to understand the conduct of CIC and its Affiliates, I believe I must first
describe the structure of the workers compensation insurance plan before I detail the abuses in

claims handling tactics and litigation abuses engaged in by these parties.
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THE STRUCTURE OF THE PLAN

10. The “EquityComp” program at issue here is sold as a retrospective rating plan
structured as a “captive”, but as will be discussed infra, it is not typical in either regard. Both
retrospective rating plans and the use of captives to manage the claims are very standard in the
workers’ compensation insurance industry. They are used throughout the country and follow very
standard formulas, and because they must be approved by the insurance commissioners in each
state they generally follow a pre-drafted format already approved by that state’s insurance
commissioner. California has such a pre-drafted retrospective rating plan called the “Cal-Retro”,
and most California insurers follow that draft with their own modifications to meet the company’s
internal accounting needs.

1. A standard retrospective rating plan is one in which the policyholder pays for the
insurance pursuant to the rates in a filed and approved guaranteed cost policy but is modified by a
filed and approved “endorsement” altering the payment obligations of the policyholder at the end
of the insurance term by returning to the policyholder excess payments which are not used to pay
claims. In other words, if a policyholder has low losses, in the typical retrospective rating plan a
portion of the payments made during the policy term are returned to the policyholder if losses are
below a certain minimum. Alternatively, if the losses exceed a certain maximum, the policyholder
pays the insurer for the amount in excess of that maximum. The review of claims and the return
of payment or additional funding in a standard retrospective plan is normally made six months
after the end of the one-year insurance term and annually thereafter. Thus, the insurer does not
keep excess payments for very long.

12. A “captive” insurance plan is normally one in which a portion of the
policyholder’s payments are placed with a company, typically owned by the insured, called the
“captive”. The captive manages the claims and makes the payments on the claims. Normally, the
captive is managed by a captive manager hired by the insured who is responsible both to the
policyholder and the insurer and normally consults with both on claims handling. Excess funds
are invested by the manager and returned to the policyholder if not used to pay claims. The

insurer is involved to make sure that claim losses do not exceed the maximum as thereafter the
27-
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guaranteed cost policy insurer, rather than the policyholder, must pay for those claims. So, it has
an interest to protect in claims handling. But the insured also has an interest in making sure that

claims are properly handled so it will receive a refund at the end of the program if its claims are

lower than the maximum.

13. The EquityComp program is sold and managed by Applied Underwriters, Inc.
which sets up one of AUI’s affiliates, here CIC, as the guaranteed cost insurer. Then AUI has the
policyholder also execute a Reinsurance Participation Agreement (herein “RPA”) with another
affiliate, AUCRA. Different from most captives, AUCRA, as its name suggests, is the captive but
is owned by AUI and not the policyholder. Here, AUCRA is responsible only to AUI and does
not allow the policyholder to be involved with claims handling nor does it invest excess funding
for the benefit of the policyholder, but the Affiliates keep it for themselves.

14.  In 2016, the California Department of Insurance held that the RPA was void and
unenforceable as a matter of law in its Decision & Order in In the Matter of the Appeal of Shasta
Linen Supply, Inc. From the Decision of the California Insurance Company, File AHB-WCA.-
14-31, a decision which the Commissioner made precedential under Government Code,

§ 11425.60(b) and thus applicable to all EquityComp programs. The same conclusion was
reached by two appellate courts in Neilsen Contracting, Inc. v Applied Underwriters, Inc., et. al.,
(May 3, 2018) 22 Cal.App.5th 1096, 232 Cal.Rptr.3d 282 as well as in Luxor Cabs, Inc. v.
Applied Underwriters Captive Risk Assurance Co., 30 Cal.App.5th 970 (Cal. Ct. App. 2018). The

specific ruling in Neilsen is found on page 1118 (emphasis added):

“Section 11658, subdivision (b) expressly states it is “‘unlawful’ for an insurer to issue any
policy or endorsement or form that is not approved by the Insurance Commissioner, and
the regulations implementing this law made clear that collateral agreements must be filed
to be effective. (See Regs., §2268.) These prohibitions would have no meaning if the
insurer could enforce contracts despite having violated the disclosure and approval
requirements. Allowing the insurer to make material modifications to the filed and
approved dispute resolution mechanism without the knowledge of the Rating Bureau or
the Insurance Commissioner would effectively remove any regulatory oversight of this
process.”

15.  Aslaid out in the Shasta Linen Decision and Order, the Affiliates’ EquityComp
program does not follow either a standard retrospective rating plan formatting nor a standard

captive, and all of my clients entered the EquityComp program under the RPA which was
-8-
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declared illegal by the Decision. That Decision found that while the CIC policies are filed and
approved, the EquityComp program does not require the policyholder to pay the premiums under
these policies as is standard, but requires the policyholder to made payments pursuant to the
requirements of the RPA. The Decision also found that while the CIC policies are filed and
approved, each of the RPAs of my clients, all of which pre-date the Shasta Linen Decision, alter
the payment requirements for the policyholder and was neither filed nor approved as an
endorsement by the Insurance Commissioner under California Insurance Code §11658.

16. Neither AUI nor AUCRA filed the RPA with the Commissioner nor, under AUI’s
Patent, did it have any intention to do so (a fact discussed in Shasta Linen). In my Randazzo case
tried in 2015 before the Shasta Linen Decision came out, the arbitrator ruled that the terms of the
RPA were unconscionable and fraudulent. In fact, after the arbitrator’s decision in my Randazzo
case and the Commissioner’s initial adoption in the Shasta Linen case in January 2016, AUI filed
the RPA for approval, once on April 16, 2016 and again on May 19, 2016, but it was twice
rejected by the Commissioner on June 16, 2016. (See the Commissioner’s OSC of that date
attached as Exhibit B.) And, by way of example and not by way of limitation, the RPA’s
Schedule 1, paragraph 5 contained an unconscionable term relating to AUI’s obligation to return
overpaid premium (See, Exhibit C attached hereto). That section, included in all of my clients’

RPAs states:

5. Notwithstanding anything to the contrary in the Agreement, the Company may
terminate the Agreement and liquidate the cell in its sole discretion if i) all claims under
the Policies are closed and three years have elapsed since the expiration of all of the
Policies; or ii) the Participant's maximum liability has been reached and three years have
elapsed since the expiration of all of the Policies; or iii) the amount of paid losses
allocated to the cell under the Policies has exceeded the Participant's maximum liability;
or iv) seven years have elapsed since the expiration of all of the Policies; or v) the
Company deems itself insecure with respect to Participant's ability or willingness to fulfill
its obligations under this Agreement. [Emphasis in italics added]

17.  The Affiliates take advantage of the “in its sole discretion” clause to refuse to
return the overpayments to the insured. In fact, in my review of not only my 51 clients but a
review of probably 50 other policyholders that I did not end up representing, I have never known
the Affiliates to voluntarily terminate a plan and refund the full amount due the policyholder.

While some of my clients initiate litigation when they receive large invoices during the Plan
-9-
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period which the Affiliates are unable or unwilling to explain, a large number of my clients
initiate litigation because they are not receiving the refund when they have been led to believe it
will be made.

18. An example of this is my case of West Coast Welding, Inc. vs. Applied
Underwriters, Inc., et. al., Costa Contra County Superior Court Case No. C16-00321. West Coast
was an early participant in EquityComp, entering the program on January 1, 2008 to last until
December 31, 2010. During the period of the program, West Coast suffered $2,327.00 in two
claims, or an actual loss ratio of less than 1% of the Loss Pick Containment Amount by which the
Affiliates calculate the loss ratio. As well, these two claims closed before the end of the Plan. As
West Coast had been told that it would receive its refund of overpayments, which it calculated at
$105,000, at the three-year mark at the beginning of 2014 it started inquiring of the Affiliates of
when it would receive its refund. They were referred to Jeffry Silver, the Affiliates General
Counsel. I have seen e-mails from Mr. Silver that lasted for another three years each on putting
off West Coast for reason amounting to “we are looking in to it”. In spite of the fact that the
calculation was simply made, the Affiliates continued to ignore West Coast. In February 2016,
West Coast retained me to file an action against the Affiliates for recovery of their overpayments.

19. The Affiliates put West Coast through a motion to compel arbitration called for
under the RPA, a demurrer, a motion to strike, all of which were denied by the Court below. So,
the Affiliates appealed the decision denying arbitration and put West Coast through the cost of
that in spite of the small amount due under the RPA. Finally, on April 26, 2017, more than seven
years after its Plan ended and with the Affiliates threatening to go to trial, West Coast ended up
agreeing to a discounted settlement amount of $95,000. Finally on May 25, 2017 West Coast
received it settlement funds.

20. The RPA also contains terms that are based on several proprietary formulas to
calculate the insured’s payments under the RPA. Most important of the two formulas, the
Affiliates use an undisclosed formula to determine an insured’s monthly premium. While it is
usually important for an insured to know how to figure out its payment requirements as a

budgeting matter, because there is no disclosure of how the monthly premiums is calculated in the
-10-
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contract documents, and because the Affiliates are not willing to disclose that information even
later, an insured is unable to know or calculate in advance what the next month’s premium
payment requirement is going to be (explained in detail, infra, at paragraphs 28-29).

21.  Asmy clients’ history of cases with the Affiliates shows, I have also had a lot of
experience with the Affiliates’ use of their Loss Development Factors (LDF). I have also litigated
the use of LDFs against other insurers and have become familiar with the general use of LDFs in
the workers’ compensation insurance industry. However, the benefits to the Affiliates are buried
in the details of their unique program, contained in its use of the LDFs as are set forth in Table A
of Exhibit C and their “at its sole discretion” control over the return of excess funds paid because
of the LDFs. These LDFs are generally used in the industry as a safeguard against the initial
appraisal of the injury by the claims adjustor and the assignment of an incurred claim being too
low (“Incurred” includes both paid and reserve amounts before the addition of an LDF). LDFs are
used as a multiplier to the incurred amount of a claim that is set by the insurer’s claims adjustor
anticipating what the claim will eventually cost based on the known history to cover this type of

claim. Insuranceopedia explains a LDF as follows:

“To understand how loss development factors work, imagine that a company has a loss
development factor of 1.4. This means that $1.4 dollars will ultimately have to be paid out
for every $1 reported in a loss development period because more claims will be reported
later. So, if the insurer's loss development factor is 1.4, and if it experiences $100,000 in
current claims filed, then when the loss development factor is applied, the insurance
company knows that it will more likely have to pay out $140,000 in claims (100,000 x
1.4).”

If the claims cost is no more than the claims adjustor’s evaluation, the excess money paid
to cover the LDF is returned to the policyholder at, under standard retrospective rating plans, six
months after the plan ends. However, the Affiliates’ insurance plan operates differently.

22.  Exhibit C is a true and correct copy of an RPA from one of my clients, O’Connell
Landscape Maintenance, Inc. One page 9, Table A’s columns refer to the claim’s age (time from
when the injury occurred to the present), and the values to the right are LDFs. The Weekly

columns relating to open and closed claims are not used by the EquityComp program. The
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Monthly columns govern the LDFs during the Active Term? of the Plan and the Run Off columns
are invoked as a penalty if the insured does not renew the Plan after the Active Term is over. For
example, an open claim of age 20 months (between 19 and 21 months) while the plan is open
would have a Monthly LDF of 2.532. If, during the period of the plan, the claim is for $100,000,
that incurred number is immediately assigned an LDF from the Open Monthly column of Table B
of 2.532. The Affiliates require the insured to post $253,200 ($100,000 x 2.532) to cover the cost
of the claim. Let’s say this injury occurs during the last six months of the third year of the plan
and the claim remains open at the end of the plan. The LDF jumps from the Monthly column to
the Open Run Off column and the LDF of 4.115 is assigned requiring the insured to increase its
deposit to $411,500. Then, if during the month after the Active Term ends the claim closes for
$100,000, even though Table B reduced the LDF to the Closed Run Off LDF of 1.201, the
Affiliates still keep the excess of $311,500 after paying the claim, even when the Plan now shows
a credit balance to the insured on the Affiliates’ monthly Statements. In theory the policyholder
would get back this excess of $311,500 when the plan closes. Since the Affiliate gets to decide,
“at its sole discretion”, when the plan closes, they keep the money and invest it for their own
benefit. And if the policyholder is able to persuade the Affiliate to close the plan, the Affiliate is
in a position to negotiate over how much of the $311,500 will actually be returned.

23. On August 25, 2016, AUI and the CDI entered into a Consent Decree in which
AUI agreed not to sell the RPA in the form it was sold to my clients. Because my clients’ policies
and RPAs predated the Consent Decree, they have not benefitted from the new terms, and we are
litigating claims under the original RPA that the Commissioner found to be illegal.

24. It is within this background that the policyholders have initiated their litigation
with CIC and its affiliates.

CONTRACT & LITIGATION ABUSES
25. Generally, a policyholder gets involved in litigation with the Affiliates for one of

two reasons: (1) it is misled by the promotional materials and is upset by the Affiliate’s secret

3 The “Active Term” of the Plan refers to the three-year period when the insured is covered by the
Affiliates’ insurance. In order words, if the Plan starts insuring the policyholder on January 1,
2013, the Active Term ends on December 31, 2015. Thereafter the Affiliates refer to the
subsequent period as the “Run Off Term” when the Run Off LDFs apply.
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billing formulas which prevent it from knowing in advance how much it will be invoiced from
one month to the next, eventually leading to an invoice so high it cannot pay it, or (2) it has
completed the program and is waiting for its refund of overfunding which never seems to come.

26. My policyholder clients have initiated litigation because AUI, AUCRA and CIC
not only have misled them in their promotional materials but do not abide by their own contracts
in the first instance, even had they been legal. For instance, a potential policyholder usually only
sees two marketing documents from the Affiliates before signing into the program and paying its
initial depost: the “Workers Compensation Proposal and Rate Quotation” (“Proposal”) and the
“Workers Compensation Summary & Scenarios” (“Scenarios”). In fact, it is seldom that a
potential policy holder even sees the basic contract documents, the “Reinsurance Participation
Agreement” and the CIC Policies, until after it has bound into the program and paid its deposit.

27.  However, it is these promotional materials that mislead a potential policyholder
and eventually lead to litigation. In the Proposal (attached hereto as Exhibit D, page entitled
“Billing Terms”), the Affiliates represent that an insured will start out with only having to pay
0.70 of what it would otherwise have to pay in premium, called the “Pay-In-Factor”. The Pay-In-
Factor is supposed to be based on one’s loss ratio and the lower the loss ratio the lower the
premium (until one gets as low as the minimum premium, usually 0.35). So, an insured believes
that if it keeps its claims low, its premium will go down from 0.70.

28. But that is not how the system works. While premium payments may start at 0.70,
I have never seen one go down much below that, if at all. Instead and what the Affiliates do not
tell the insured is that no matter how low its losses are, it will eventually have to pay 100% of the
contracted premium. This is so as the Pay-In-Factor seems to only operate for the first two years.
During the third year of the program, the Affiliates begin to recover the unpaid contract amount
so that by the end of the third year, the insured has paid the full amount. By way of a typical
example, an insured has been paying an average of $100,000 a month in premium, in one month
during the third year it receives an invoice for $400,000 as part of the Affiliates effort to catch up
the insured past payments with what the unreduced contract amount is. This difference between

what an insured’s contract amount and what it is being invoiced for is obvious from a review of a
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typical Plan Analysis’ page for “Analysis of Program Costs”, a copy of which is attached hereto
as Exhibit E.

29. The result is that the insured was not prepared for this large invoice, in part
because the method by which the Affiliates calculate the amount an insured is to be invoiced is
based on a proprietary and secret formula. Since the secret formula is not disclosed in any of the
contract documents, an insured can never know in advance what it is going to be invoiced. A
simple review of Exhibit E shows a lot of calculations which lead to the line item “Total Pay-In
Amount Due Under Your Contract”, but there is nothing to show how the “Total Pay-In We are
Requiring” is determined. An insured is in the dark until it received an invoice which closes the
gap between these two amounts. Often, an insured does not have the ready cash flow to pay the
dramatically larger amount.

30. One of two things then happens. The Affiliates offer to allow the insured to pay
the large amount in installments by the execution of a Promissory Note, or the insured finds a
new carrier for its insurance, in which case it gets sued by the Affiliates in Nebraska for breach of
contract. Eventually, the insured has reached the point where it is still paying the Promissory Note
and is anticipating that its contract obligations have already lowered to a point where he has
overpaid the contract amount in the Promissory Note. He objects, the Affiliates refuse to
recalculate the amount due, and a lawsuit begins.

31.  In this instance, even though the insured has now overpaid the amount due under
the RPA by virtue of lowering loss claims, the Affiliates insist that the Promissory Note is an
independent obligation and even if the RPA is illegal, the insured continues to be obligated on the
Promissory Note. The Affiliates claim the Promissory Note, being an independent contract, is not
affected by the illegality of the contracts which form the basis of the obligation owed and there is
no defense to it. This is just another way the Affiliates take advantage of its insureds.

32.  Isaid there were two reasons why an insured gets into litigation with the Affiliates,

and the second one is based upon another misrepresentation in the promotional materials,
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specifically the “Workers Compensation Summary & Scenarios™ (attached hereto as Exhibit F),
page 2, bullet point 4. While the Scenarios purport during the negotiation process to inform the
potential policyholder of how the EquityComp program works, they actually mislead the potential
insured into believing that he would not have to wait the normal time for a return of its over-

funding. It says:

“e Based on your individual claims experience, this program can provide
immediate cash flow benefits and financial reward unlike other plans that require
waiting for cumbersome retrospective or uncertain dividend calculations that can
run for years beyond policy expiration.”

33.  Even though the insured binds into the program based solely on the marketing
documents and have usually never seen the RPA until later, these misrepresentations, according
to the Affiliates, are trumped by the RPA’s provision (recited in paragraph 16, supra) which calls
for the “review” of claims and the termination of the “cell” held by AUCRA containing the
employer’s deposits to occur at the Affiliate’s “sole discretion”, at the earliest of three years after
the end of the program and all claims are closed. However, the Affiliates claim that they don’t
have to abide by the three-year timeline either because of the “in its sole discretion” language. So,
some employers initiate litigation to force the Affiliates to return the overpayments to them in a
more timely manner on the basis that the “sole discretion” provision is not only contained in an
illegal agreement but is unconscionable. That was actually the result in my Randazzo case.

34.  Anexample is my case of Picar Farm vs. Applied Underwriters, Inc., Tulare
County Superior Court Case No. VCU 267085. After years of litigation, Picar Farm agreed to a
settlement in that case in which the return was to be calculated under the terms of the RPA
without a discount. However, after execution of the settlement agreement, the Affiliates
contended that the settlement agreement was ambiguous and refused to comply with the

agreement. So, Picar Farm had to file another action for declaratory relief (Picar Farm Labor vs.

* The EquityComp insurance program is solicited by AUI solely by two documents: (1) the
Workers Compensation Proposal and Rate Quotation and (2) the Workers Compensation
Summary and Scenarios. These solicitation documents are usually the only documents the
employer has seen to determine whether to engage the Plan. If he does, he signs a Request to
Bind which binds him into the program. The employer then writes a deposit check and only after
that does AUI require the employer to sign the RPA, notably after he is bound to the insurance.
Then, a month or so later the employer is sent the first CIC policy and it is the first time he sees
the rates in the policies. But, since the employer is paying under the RPA, the CIC policies mean
nothing to them.
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Applied Underwriters, Inc., Tulare County Superior Court Case No. 274989), to have the
agreement declared not ambiguous and force compliance. Of course, the Affiliates got their
haircut in a second settlement because Picar could not afford the continued litigation and the
threat of appeal.

35.  Another example of refusal to follow agreements occurred with Steve Wills
Trucking & Logging, a logging company in Fortuna, California. Wills was nearing the end of his
three-year term when an employee was badly injured. While the employer had been floating
along with a rather low loss ratio, his insurance broker advised him of the consequences of a late
injury of that size. At Wills’ request, the broker contacted Jeff Silver, CIC’s general counsel, to
find relief. Silver offered Wills a promissory note to cover the extraordinary increase in payments
required by the new incurred claim and its Open Monthly LDF in Wills’ RPA’s Table A. Wills
wanted to cancel out of the program but finally agreed to sign the note but was concerned about
any additional increase in payment amount if and when he did not renew the Plan for another
year. In an e-mail exchange (in writing), Silver promised that if Wills paid the terms of the RPA
through the end of the Plan, that the Affiliates would not invoke the Open Run Off LDF
provisions of the RPA. Since the Run Off provisions would not be invoked, the simple promise
meant that invoking the Run Off provisions of the RPA would not occur if Wills did not renew.

36.  Wills obeyed and paid through December 2015, but then received several e-mails
on January 12 and 13, 2016 just before Wills was going to pay the January 15, 2016 invoice for
December 2015. Those e-mails established the Affiliates’ refusal to honor the agreement and said
they were going to invoke the Run Off LDFs in spite of the agreement. Wills refused any further
payment and the Affiliates sued him in Nebraska (Applied Underwriters, Inc., et. al. vs Steve
Wills Trucking & Logging, LLC, Douglas County Nebraska Case No. CI 15-4916). That
Nebraska case was eventually dismissed based on a lack of Nebraska jurisdiction over Wills.
Rather than file a court action first, Wills then filed an appeal with the CDI to have the insurance
program declared illegal. His appeal is still pending, held up by CIC’ challenges by Writ in other

casces.
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37.  Ineach and every case on behalf of my client policyholders, AUI, AUCRA and
CIC have insisted on relitigating the illegality of the EquityComp program both before the courts
as well in appeals to the CDI. Except for the Randazzo case which I tried in 2015 and in which
AUI paid the damages awarded without objection, these Affiliates have appealed each and every
judgment I have obtained, and when the case is still in the litigation phase, make it very clear that
no matter what the outcome, they will delay any payment to the insured for years while they
pursue further appeals. Thus, it is not surprising that many of my clients have taken less money
than they were entitled to in order to receive something today rather than wait through the appeals
process.

38. Several examples make this clear. In both Barker Management, Inc. vs Applied
Underwriters Captive Risk Assurance Company, Inc. (JAMS Case No. 1100084170) and Bayless
Engineering, Inc. vs. Applied Underwriters Captive Risk Assurance Company, Inc. (JAMS Case
No. 1100084166), the policyholders agreed to resolve their disputes by arbitration. Both cases
went to hearing and resulted in a substantial Award from their respective Arbitrators. Bayless
Engineering filed an action in the Superior Court of Los Angeles County, Case No. to confirm the
Award, but AUCRA immediately removed that to the United States District Court for the Central
District of California, Case No. 2:17CV-07734. Rather than accept the Award in Barker, AUCRA
also filed an action the same court before the same judge as in Bayless, Case No. 8:17-cv-01529,
to vacate the Awards. In both instances, the court denied AUCRA’s motions to vacate and
granted the policyholders motions to confirm the Awards. AUCRA then filed appeals in both
cases to the Ninth Circuit (Barker Case No. 17-56856 and Bayless Case No. 18-55249). The
grounds for the appeals were the same, that the arbitrators had no basis to declare the RPA void.
Of course, that claimed basis for the appeal was meritless at the time it was made in light of the
earlier Shasta Linen and Neilsen Contracting decisions and it was no wonder that the 9" Circuit
denied the appeals by memorandum decision without oral argument. Two years passed before the
cases were final, all the while the Affiliates were keeping the insured’s money for their own
investments. Barker was able to collect on its Award because CIC had filed a Supersedeas Bond

to prevent enforcement of the Award during the appeal.
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39.  In Bayless, collection was another matter. In the period following the confirmation
of Bayless’ Award and the filing of the affiliates’ appeal, AUCRA served Bayless with a Notice
of Posting Supersedeas Bond just as they had done in Barker. But, without the knowledge of
Bayless, CIC did not actually post the bond with the court. After the appeal was final, Bayless
searched the court’s website looking for the bond but did not find it. Numerous e-mails were sent
to Amanda Morgan of DLA/Piper, AUCRA’s counsel, requesting she file the bond or just pay off
the judgment. Each and every one of those communications was ignored by Ms. Morgan, forcing
Bayless to retain counsel in Nebraska, AUCRA’s principal place of business, to pursue collection
action there. That is still ongoing with no responses from Ms. Morgan or the affiliates.

40.  In O’Connell Landscape Maintenance, a company out of Santa Margarita,
California, the litigation tactics were even more onerous. Each EquityComp program contains an
arbitration clause for resolving all disputes between the parties. O’Connell elected to enforce that
provision in a JAMS arbitration and the Affiliates appeared to agree. On June 1, 2016, the
arbitration was initiated with O’Connell filing its claim with JAMS, Case No. 1100084561.
Strangely and in spite of the agreement’s provision for all disputes between the parties being
resolved in arbitration, the Affiliates did not file a counter-claim and the matter went to hearing
on O’Connell’s claim only. At the hearing, the Affiliates contended that only the Insurance
Commissioner could declare the RPA void, and over the objection of O’Connell, on December 4,
2017, the arbitrator agreed and sent O’Connell to file an appeal with the CDI. This is the only
arbitration, among all the cases I have handled, where such a ruling was made.

41. However, even before the arbitrator’s decision, on October 31, 2017, O’Connell
filed an appeal with the CDI to have the EquityComp program declared illegal, CDI File No.
AHB-WCA-17-31. First, the affiliates filed a motion to stay the appeal contending that the JAMS
arbitration was dispositive of the issue, claiming it was a finding on the merits. However, the only
finding in the JAMS arbitration was that O’Connell did not have standing to bring the claim, and
the stay motion was properly denied. Then, on July 19, 2018 the parties engaged in a contested
hearing in which the affiliates attempted to re-litigate the Shasta Linen Decision. On December

21, 2018, the Commissioner approved the recommendation of the ALJ finding the RPA illegal.
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42.  Not to be done with costing O’Connell lots of money in litigation, on April 16,
2019, CIC filed a Petition for Writ of Mandate with the Los Angeles County Superior Court, Case
No. 19STCPO1323° seeking to void the CDI ruling in favor of O’Connell based on the contention
that the Commissioner did not have the power to declare an unfiled agreement illegal, a typically
self-contradictory position for CIC to take since they took the position in the JAMS arbitration
that only the Commissioner had the power to do that. However, O’Connell case was not the only
Petition for Writ of Mandate that the Affiliates had filed. The LA Court decided to make its
decision under only one companion case because CIC’s contentions were the same in the dozen
or so cases before the court, choosing one involving Travelers and not CIC (Travelers Property
Casualty Company of America vs. Davidson Hotel Company, LLC. Los Angeles Superior Court
Case No. 19STCP00866). The court made its ruling in in the Travelers case on December 17,
2019, finding that the Commissioner had the authority to void the RPA. That ruling has not yet
been applied to O’Connell’s case because of the restraining order of this proceeding.

43.  However, back while the O’Connell’s JAMS arbitration was pending and contrary
to the arbitration clause in the agreements which required all disputes to be resolved by arbitration
and the mandatory cross-claim requirements for disputes arising out of the same transaction®, on
November 7, 2016, AUI filed an action in the District Court for Douglas County, Nebraska
seeking damages from O’Connell (Applied Underwriters, Inc. vs. O’Connell Landscape
Maintenance, Inc., Douglas County Nebraska Case No. CI16-9260). However, the Affiliates
never got that summons served and on May 16, 2017 filed another action of the same caption in
Douglas County Nebraska, Case No. CI17-0004068. O’Connell has had to fight that case for
years based on a lack of personal jurisdiction of the State of Nebraska over it, and was finally
resolved by the court’s dismissal for lack of jurisdiction. This ruling was consistent with
numerous Nebraska cases filed against my clients which have reached the appeals courts of the

State of Nebraska, each resulting in the same result. Undaunted, AUI filed a second case in the

> Because the original filing was against the number of insureds who had received similar result
to O’Connell, the court reassigned new case numbers to each real party in interest. O’Connell’s
case was given Case No. 19STCP03474.

6 See, Civil Code §1264 (“[s]everal contracts relating to the same matters, between the same

parties, and made as parts of substantially one transaction, are to be taken together.”
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Douglas County, Nebraska District Court on September 7, 2018 seeking the same relief (Applied
Underwriters, Inc. vs. O’Connell Landscape Maintenance, Inc., Douglas County Nebraska Case
No. CI18-7935). This case was also dismissed with finality after appeal for lack of personal
jurisdiction by the Nebraska Court of Appeals on December 12, 2019 (Nebraska Court of Appeals
Case No. A18-000709). However, in spite of consistently losing these cases, AUI continues to
file them and continues to chase losing appeals at tremendous costs to the policyholders, all the
while enjoying the investment income on my clients’ money [See, paragraph 50, infra .]

44, But the Affiliates were not done with O’Connell. On November 20, 2017,
AUCRA filed a claim with the American Arbitration Association over what it should have filed in
the JAMS arbitration (AAA File No. 01-16-0005-0136). After months of litigation, the demand
was dismissed because the demand was made under a Nebraska statute which forbids arbitration
of insurance disputes. Many states, including Nebraska, have similar statutes and AUCRA chose
to ignore Nebraska’s clear statute denying that right to an insurance carrier at great cost to
O’Connell.

45. The Affiliates were still not finished. They filed another case in the USDC for the
State of Nebraska, which was eventually voluntarily dismissed by AUI because of a lack of
personal jurisdiction.

46.  Last (so far), and apparently undaunted and after this court’s restraining order of
November 4, 2019 forbidding litigation by or against the Affiliates, on March 5, 2020, AUI
initiated an action against O’Connell in the USDC for Central California, Case No. 8:20-cv-
00441-DOC-ADS. Months of litigation have resulted in discovery demands made by AUI seeking
to obtain the same information it has received in previous courts, arbitrations and the CDI appeal.
However, a motion to stay the action filed by O’Connell based on this court’s restraining order
was granted just recently on September 10, 2020.

47. The Affiliates’ practice of forcing the insureds to litigate in multiple forums is not
unusual for CIC, AUI and AUCRA. In many of the cases in which an insured is hit with an
extremely high payment demand because of the LDFs, the Affiliates offer and the insured signs

an installment promissory note because it keeps their insurance from being cancelled for non-
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payment. (Cancellation of their workers’ compensation insurance would put them out of
business.) However, many times after I file an action in California seeking to have the RPA
declared illegal, the Affiliates respond with filing an action in Nebraska against that insured
attempting to either enforce the RPA itself or to enforce the promissory note — the obligations for
which flow from the amounts due under the RPA (See paragraph 50 below for a list of those
cases). In the promissory note cases the Affiliates file, they do so even when the refund under the
RPA is known and would result in a payback even under the terms of the RPA. Thus, nothing
should be due under the promissory note. In spite of that, the Affiliates claim the promissory
notes are independent obligations of the insured and seek enforcement in Nebraska because the
promissory notes include a forum selection of Nebraska.

48.  The following cases were filed by the Affiliates in Nebraska in spite of the fact
that generally at the time there was already a case pending in California.

49. Of the cases already resolved in California, the following cases in Nebraska were
dismissed after judgment or settlement of the California action: Goodwill Industries of San
Joaquin Valley, Inc. and Goodwill Service Connection, Inc.; Picar Farm Labor, Inc.;

50.  The following cases were dismissed in Nebraska for lack of personal jurisdiction
over the policyholder when retained Nebraska counsel filed a motion to dismiss. All of these are
filed in the District Court for Douglas County, Nebraska:

Steve Wills Trucking & Logging, LLC; Case No. CI15-4916;

Abel Mendoza, Inc.; Case No. CI16-416;

EM Pizza, Inc.; Case No. CI16-9385;

Van De Pol Enterprises, Inc. and Fuel Delivery Services, Inc.; Case No. CI17-17;

Warwick Amusements, Inc., Warwick Denver Corporation, Warwick Melrose Dallas
Corporation and Silver Autumn Hotel (N.Y.) Corporation, LTD; Case No. CI17-743;

Relton Corporation; CI17-0800;

American Tire, Inc.; Case No. 10430;

Oceanside Laundry, LLC, dba Campus Laundry; Case No. 16-10275

RDR Builders, LLC.; Case No. CI17-5424;
21-
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Ramar Productions, Inc.; Case No. CI17-3924;

Goodwill Industries, Inc.; Case No. CI116-1634;

Picar Farm Labor, Inc.; Case No. CI16-8192;

O’Connell Landscape Maintenance, Inc.; Case Nos. CI17-0004068 & CI18-7935;

All Seasons Roofing & Waterproofing, Inc.; Case No. CI17-2458;

In spite of a repeated history is dismissals, the Affiliates have continually filed appeals
which have been routinely denied by the Nebraska appeals courts. To my knowledge, there are no
active cases remaining in Nebraska.

51.  Aswell, CIC continues to challenge the Commissioner’s Decisions in each and
every case I have taken to an appeal before the CDI to have the Commissioner’s Decision in each
case that the RPA is an illegal insurance document. These challenges take place as Petitions for
Writ of Mandate just like that in O’Connell (described in paragraph 42)

52.  Many of my policyholders are well beyond the three-year term of the EquityComp
program, and all claims have been closed. When I prod the affiliates for a settlement offer, |
usually receive what the Affiliates call a “Plan Closure Proposal”. These Proposals always offer
far below the amount the policyholder is entitled to receive and would require them to accept a
large discount from what they would be entitled to even if the RPA was legal. My clients have
received these many times before the Restraining Order came into effect, and I can easily say that
the Proposals are so offensive that every one of my clients has rejected them.

53.  However, that is not true with one Proposal since the Restraining Order came into
being on November 4, 2019, and that has to be because of the pandemic and its effect on business
income. One client, Central Valley Trailers out of Fresno (here “CVT”) was so short of cash that
they agreed to accept the Proposal in spite of the fact that they were in good shape in litigation. In
fact, CVT is typical of what the EquityComp program does to its insureds.

54. CVT had performed well under the program. Its minimum cost was 0.35 of what
the Affiliates call the Loss Pick Containment Amount (herein “LPCA”) and its loss ratio was an
extremely low 11% of the LPCA. You would think their refund under the program would be

large. But, the Affiliates calculations used an EGAF factor of 1.9017 to raise the minimum cost
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by that factor to 0.67 of LPCA, and then when CVT had overpaid the contract amount by
$55,000, a calculation that should have netted CVT a return of $379,264, only offered a
settlement refund in its Proposal of $203,684. CVT took it because it was short of cash during the
pandemic.

CLAIMS MISHANDLING EXAMPLES

55. The Affiliates’ claims handling is an issue in all of my cases with them. There are
three claims handling issues that recur with frequency: (1) Is the claim being handled in a timely
manner? (2) Has the claim been properly incurred for its future costs? And (3) is a proper loss
development factor being applied to the incurred claim? Each of these is important to an insured
because it is interested in how the claim is handled and how it affects its possible return of excess
deposits.

56. A good example of CIC’s manipulation is found in the case of Savers, a company
which owned several subsidiaries located in Illinois and which entered into the EquityComp
program in 2010. Savers contacted me in April, 2016 because it was long past the end of its
program and CIC continued to keep one claim open and refused to close the claim and the plan.
Closure would have resulted in a return to Savers. The one claim was incurred, that its paid
claims plus reserves, for $255,000, $57,814 were still unpaid and scheduled as reserves. Savers
informed me that the injured employee had offered to settle the claim for $200,000. Savers, the
employer, wanted CIC to accept the offer and close the claim, and even though it was Savers’
money, it wanted to pay it to get the benefit of closure and its refund. CIC refused to accept the
offer and was insisting that it, and it alone, controlled the outcome of claims. I interceded with
CIC but failed to get its agreement to close the claim for $200,000 and end the plan. All efforts on
my behalf failed. Savors wound up going to Illinois to enforce its rights. I don’t know the
outcome of that.

57. The benefit to the affiliates in keeping claims open, regardless of the incurred
amount, flows from the loss development factors the affiliates use to compute the obligations of
the insured under the plan. For a hypothetical example that is typical of the cases I have handled

against CIC and the Affiliates, if a claim was made for an injury, and CIC decided to set up a
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$500,000 reserve on the claim, under the RPA the policyholder has no right to contest that
valuation. With the $500,000 incurred amount, the loss development factors come into play.
During the period of the plan, an LDF of 2.674 is assigned to the claim, so the insured has to post
$1,337,000 to support the claim. CIC also has a provision that if you do not continue the plan
after its initial period, it imposes as a penalty for non-renewal, an LDF of 4.115 on the incurred
amount. The amount the policyholder then must post increases to $2,057,500. Under the plan, this
amount CIC gets to keep in its coffers until the Affiliates decide, in their sole discretion, when to
terminate the plan (which, to my knowledge, never voluntarily happens). The benefit to the
Aaffiliates is that it is they that get it gets to invest this amount and keep the investment profits.
The insured never sees the investment benefit of its retained funds, and of course, this is the
benefit that the affiliates gain by their ability to solely control the amount of the incurred, their
LDFs and the timing of paying off the claim because they retain the investment benefit as a result
of holding onto the policyholders’ excess funds.

58.  Another example of potential claims mishandling is found with, again, O’Connell
Landscape Maintenance, who has suffered through considerable litigation expense already. There
is one open claim outstanding for O’Connell. It is claim No. 105115 for a pelvis fracture that
occurred on September 18, 2015. As of August 31, 2020, the claim remains incurred at
$656,333.33. In the five years since the injury, CIC has paid out only $360,775.45 and continues
to hold $295,557.88 in reserves. O’Connell has attempted to learn (1) why the injury incurred at
such a high level (since fractures heal), (2) why CIC continues to maintain the excess when it
does not appear that the excess is any longer needed, and what efforts CIC has made to resolve
the claim. None of this information is available to O’Connell, and someone with authority must
investigate these questionable claims handling practices. And it should go without saying that
CIC applies its LDF to the incurred claim although O’Connell has justifiably refused to pay it.

59.  Another example is that of Lazy Dog Restaurants vs. Applied Underwriters, Inc.,
et. al., Orange County Superior Court Case No. 30-2017-00929335. Lazy Dog also had one claim
open just before trial was to begin in November 2018 for an employee that had left the company.

At some point in time, Lazy Dog discovered that the injured employee was working for another
24-




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

company engaging in similar work to which she had been doing for Lazy Dog. Yet, as will be
seen below, CIC was still paying her weekly indemnity payments to compensate her for not
working because of the injury, and keeping the claim open. In other words, she was committing
fraud by accepting compensation for not working while she was actually working.

60.  Lazy Dog reported that to CIC and asked for an investigation. Lazy Dog then
learned that CIC had known this for over 17 months but continued to pay her and keep the claim
open after learning the claim was fraudulent. All the while, I was also seeking a copy of the claim
file, but CIC refused to provide it, again claiming it could not release the file without the consent
of the former employee. Obviously, the former employee would not give that consent since it
would expose that her claim was fraudulent. Eventually under threat of a court motion to compel
the files production, CIC agreed to provide a summary of the claim file to me. It did disclose that
CIC had taken a video of the former employee working at a similar vocation and the investigator
had labeled the claim as fraudulent. Yet, in spite of this, CIC was paying the employee and
continued to pay her even after the fraud claim was pointed out by me.

61. Clearly, the affiliates did not want to go to trial with this evidence pending against
them, and agreed to a settlement which although it only returned 90% of what Lazy Dog would
otherwise get in trial, Lazy Dog agreed because the affiliates continued to throw the prospect of
appeal and further delay at them.

62.  Another example is Low Dessert Empire Pizza out of Palm Desert, California.
Two claims are illustrative. Both claims involve vehicle accidents in which the driver of the other
car was at fault. In spite of Low Dessert’s repeated demands, CIC refused to pursue recovery on
the claim from the at-fault driver because it alleged that it was too expensive to do. Low Dessert’s

demand for a recover fell on deaf ears.
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I declare the foregoing to be true and correct under penalty of perjury, executed on the

date hereafter stated in Napa, California.

Dated: October 19, 2020

Larry J. Lichtenegger
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8233 West Rh Bused, 47th Finor
Los Angoles, CA BDOT1-2043
213-B8D-2300

CONFORMED C
ORIGINAL FILIIP.L ]
Suparior Court of Calfrita
Bounty of Los Anr

SPENCER Y. KOOK (SBN 205304)

skook@hinshawlaw.com

JAMES C. CASTLE (SBN 235551) SEP 19 20%
jeastle@hinshawlaw.com . . Il
HINSHAW & CULBERTSON LLP Sherri . Carter, ExeCUVE w.iue/\URT
633 West 5th Street, 47th Floor By Maria Ceballos, Deputy

Los Angeles, CA 90071-2043
Telephone:  213-680-2800
Facsimile:  213-614-7399

Attorneys for Defendants and Cross-Complainants Applied Underwriters, Inc., Applied
Underwriters Captive Risk Assurance Company, Inc., California Insurance Company

SUPERIOR COURT OF THE STATE OF CALIFORNIA
FOR THE COUNTY OF LOS ANGELES, SOUTHEAST DISTRICT

SHIMS BARGAIN, INC. a California Case No. VC065738

corporation, dba JC SALES, and THE, INC., a

California corporation, Assigned for all purposes to:
Hon. Margaret M. Bemal

Plaintiffs, Dept. F
VS. CROSS-COMPLAINT AGAINST

PLAINTIFFS FOR BREACH OF

APPLIED UNDERWRITERS, INC., a CONTRACT AND QUASI-CONTRACT

Nebraska corporation, APPLIED
UNDERWRITERS CAPTIVE RISK
ASSURANCE COMPANY, INC., an Towa Complaint Filed: 8/9/16
corporation, CALIFORNIA INSURANCE Trial Date: TBD
COMPANY, a California corporation, and
DOES 1 through 50, inclusive,

Defendants.

APPLIED UNDERWRITERS, INC., a
Nebraska corporation, APPLIED
UNDERWRITERS CAPTIVE RISK
ASSURANCE COMPANY, INC., an Iowa
corporation, CALIFORNIA INSURANCE
COMPANY, a California corporation,

Cross-Complainants,
V8.
SHIMS BARGAIN, INC. a California
corporation, dba JC SALES, and THE, INC., a

California corporation,

Cross-Defendants.

1
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HINSHAW & CULBERTSON LLP
633 West 5th Street, 47th Floor
Los Angeles, CA 90071-2043
213-680-2800

Cross-Complainants Applied Underwriters, Inc., Applied Underwriters Captive Risk
Assurance Company, Inc. ("AUCRA") and California Insurance Company ("CIC") (collectively,
"Applied") by their undersigned attorneys, allege as follows against Plaintiffs and Cross-

Defendants Shims Bargain, Inc. dba JC Sales, and The Inc., (“Cross-Defendants” or “Shims”).

THE PARTIES

1. Cross-Complainant AUCRA is an lowa corporation with its principal place of
business in Omaha, Nebraska. AUCRA 1is a licensed insurer only acting aé a reinsurer and is
authorized to transact business in California.

2. Cross-Complainant CIC is a California insurance company. CIC is a licensed
insurer and is authorized to transact business in California.

4. On information and belief, Cross-Defendants are California corporations with
their principal place of business at 2600 S. Soto Street, Los Angeles, Los Angeles County,
California 90058.

5. Venue is proper in this judicial district because Shims’ claims are venued here

and a substantial part of the events giving rise to claims in this action occurred in this district.

GENERAL ALLEGATIONS

6. EquityComp® is a loss sensitive workers’ compensation insurance program
through which participants can obtain workers’ compensation insurance coverage — which
employers must carry as a matter of law in California — while also providing those same
employers with the ability to share in underwriting results based on their claims experience.

7. EquityComp® is structured as a rent-a-captive-insurance type program and it
provides the same benefits from that type of program to participants who may not otherwise have
the resources or inclination to establish a traditional captive program.

8. EquityComp® has three components: (1) standard workers’ compensation
insurance policies issued by licensed insurers, such as CIC; (2) a reinsurance agreement; and (3)

a separate risk-retention and profit sharing arrangement between the participant and a third-party
2
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13 Wesl 5th Streel, 47th Floor
0s Angeles, CA 90071-2043

213-680-2800

segregated cell captive reinsurer (i.e., AUCRA) via an agreement called the Reinsurance
Participation Agreement (the “RPA”).

9. In April 2012, Shims began its process of obtaining workers' compensation quotes
for the insurance year beginning April 30, 2012.

11.  After being provided with the pertinent employee classification and payroll
information, Shims received an EquityComp® Workers' Compensation Quote and Proposal
("Proposal”). The Proposal provided all of the details of the program and its costs, including but
not limited to: (1) that the EquityComp® program was a three-year contractual commitment; (2)
if Shims chose to cancel its participation in the EquityComp® program before the end of the
three year term, there would be significant cancellation penalties; (3) that separate insurers,
namely CIC would issue one year workers’ compensation insurance policies that would renew
on an annual basis during the three year term; (4) that premiums due under the CIC policies
would be one component of the amounts due under the EquityComp® program; and (5) that
there was a reinsurance component of the program facilitated by AUCRA and the RPA. A true
and correct copy of a Proposal provided to Shims and its broker is attached hereto as Exhibit A.

13.  After having the opportunity to review the Proposal, Shims, voluntarily and after
consultation with its experienced insurance broker, opted to participate in the EquityComp®
Program effective April 15, 2013.

14. On or around April 27, 2013, Shims executed the RPA with AUCRA. A true and
correct copy of the RPA is attached hereto as Exhibit B. Thereafter, as discussed in the RPA,
CIC issued a one-year standard workers’ compensation insurance policy to Shims effective April
30, 2012 to cover Shims' employees. Over the following two years, CIC issued further
guaranteed workers’ compensation insurance policies to Shims (collectively the “CIC Policies”).
True and correct copies of all of the CIC Policies that were issued to Shims are attached hereto as

Exhibit C.

FIRST CAUSE OF ACTION

(Breach of Contract, AUCRA against Shims)
3
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15. AUCRA realleges and incorporates by reference paragraphs 1 through 14.

16.  AUCRA entered into the RPA with Shims.

17.  AUCRA has complied with all material terms of the RPA.

18. Shims has failed to pay all program charges, fees, taxes, cancellation charges and
assessments due under the RPA.

19.  Shims is liable to AUCRA for amounts owed under the RPA plus prejudgment
interest.

20. Wherefore, AUCRA prays for judgment against Shims as hereinafter set forth.

SECOND CAUSE OF ACTION
(Breach of Contract, CIC against Shims)

21. CIC realleges and incorporates by reference paragraphs 1 through 20.

22. CIC pleads this claim for relief, in the alternative, if it is determined that RPA is
not enforceable.

23. CIC issued the CIC Policies to Shims and Shims remains liable to CIC a for
unpaid premiums, taxes and assessments owed under the CIC Policies.

24, Copies of the of the CIC Policies were provided to Shims on the CIC Policies'
anniversary date.

25.  The Proposal specifically identified that CIC would issue these CIC Policies to
Shims in connection with the EquityComp® program.

26. Pursuant to the terms of the CIC Policies, CIC reviewed, evaluated, administered
and paid workers’ compensation claims submitted by Shims' employees.

27. Shims was required to have in-force workers' compensation policies. For the
years of their issue (2012-2014), the CIC Polices satisfied Shims' requirement.

28.  CIC complied with all material terms and conditions of the CIC Policies.

29. Shims has failed to pay all premiums, taxes, and assessments due under the CIC
Policies.

30. Shims is liable to CIC for that balance due plus prejudgment interest.
4
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31.  Wherefore, CIC prays for judgment against Shims as hereinafter set forth.

THIRD CAUSE OF ACTION
(Quasi-Contract; CIC against Cross-Defendants)
32.  Cross-Complainant CIC realleges and incorporates by reference paragraphs 1
through 31.
33.  CIC pleads this claim for relief, in the alternative, if it is determined that both the
RPA and the Policies are void or unenforceable.

34.  Shims requested, by words or conduct, that CIC provide workers’ compensation
insurance coverage for its benefit.

35.  CIC provided the benefits as requested.

36.  Shims has not paid CIC for the full value of the benefits provided.

37.  CIC is entitled to reasonable value of benefits according to proof, together with
pre-judgment interest.

38.  Wherefore, CIC prays for judgment against Cross-Defendants as hereinafter set

forth.

PRAYER

WHEREFORE, Cross-Complainants pray for judgment as follows:

First Cause of Action (Cross-Complainant AUCRA against Cross-Defendants Shims)

1. For damages according to proof;
2. For prejudgment interest;
3. For costs of suit herein, including reasonable attorney fees; and

4. For such other and further relief by this Court as may be deemed just and proper.

Second Cause of Action (CIC against Shims):
1. For damages according to proof;

2. For prejudgment interest;
5
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3. For costs of suit herein, including reasonable attorney fees; and

4. For such other and further relief by this Court as may be deemed just and proper.

Third Cause of Action (CIC against Cross-Defendants Shims)

L. For damages according to proof;

2. For prejudgment interest;

3. For costs of suit herein, including reasonable attorney fees; and

4. For such other and further relief by this Court as may be deemed just and proper

DATED: September _(_CL, 2018 HINSHAW & CULBERTSON LLP
@C ho
BENCER Y KOOK
JAMES C. CASTLE
Attorneys for Defendants and Cross-
Complainants Applied Underwriters, Inc.,
Applied Underwriters Captive Risk Assurance
Company, Inc., California Insurance Company
6
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Prepared for: Presented by:

Shims Bargain, Inc. Lyeng la
2600 S Soto St Millennium Corporate Solutions
Los Angeles, CA 90058

FROM APPLIED UNDERWRITERS

Equityf¥
T Comp

Workers” Compensation

Program Proposal & Rate Quotation

This proposal expires on 05/28/12 at 12:01AM local time.
This proposal supersedes and voids any and all written or
oral proposals previously issued.

This quotation does not authorize any business services or bind any insur- This proposal was prepared by Applied Risk Services.
ance coverage. Marketing representatives, agents, and brakers do not have California: AU Insurance Services, Lic. # 0078336
the authority to bind insurance coverage or enter into contracts on our behalf

or on behalf of our affiliates. Initiation of business services and insurance

coverages is subject to our final review and formal acceptance. Insurance

coverage will be bound only after: 1) we issue a written quotation; 2} all

conditions precedent have been satisfied; 3) we grant the praposal final

approval; 4 we have received payment of the deposit and initial charges;

and §) we issue written notice that insurance coverage is bound,

EquityComp®@ is a registered trademark of Applied UnderWriters, Inc.
©2007 Applied Underwriters, Inc,

2070 _2a

Ver. ppo
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Quote #988977-1 issued 04/27/12. Proposed Effective Date 04/30/12 at 12:01AM local time.
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Prepared for: Presented by:

Shims Bargain, Inc. Lyeng la
2600 S Soto St Millennium Corporate Solutions
Los Angeles, CA 90058

E
e

FROM APPLIED UNDERWRITERS

EquityComp™ is a seamlessly integrated package providing nationwide workers’ compensation coverage
and sophisficated risk financing solutions. EquityComp provides the best long term, cost effective
workers’ compensation solution available for middle market insureds-in a broad range of industries in all
states.

N E xRS 4.

A Berkshire Hathaway Company

Applied Underwriters is a premier financial services group of companies with leading expertise in the
casualty insurance, reinsurance, and business services disciplines. We were founded in 1994 with the
mission to provide creative insurance and business services solutions for employers countrywide. Applied
Underwriters’ business philosophy has always been rooted in the needs of the business owner. We think
like an owner and deliver solutions to the business owner accordingly.

As a member of Berkshire Hathaway Inc. we have the resources and experience that make us the industry
leader in our field. Our insurance companies, The North American Casualty Group, maintain an excellent
financial standing as recognized by industry rating organizations. This excellent financial standing is
based on delivering best practices in underwriting and claims, including medical management operations,
in every geographic trading area.

Our service commitment is built on the concept of high customer touch leading to superior service in all
aspects of our business. We achieve one of the highest customer satisfaction and retention rates in both
the insurance and business service industries. Applied Underwriters’ employees are simply the best in the
business. We maintain the highest competency level in every discipline, and these standards make us the

best, providing competitive products and unparalleled service to those we serve, 8

’ R

::‘I
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a
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The North American Casualty Group®, California Insurance Company®, L

Continental Indemnity Company®, and Promesa Health® are registered o

trademarks of Applied Underwriters, inc.

Quote #988977-1 issued 04/27/12. Proposed Effective Date 04/30/12 at 12:01AM local time. - Page2 of 5
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Prepared for; Presented by:

Shims, Bargain, Inc. Lyeng la
2600 S Soto St Millennium Corporate Solutions
Los Angeles, CA 90058 :

Policy Rating Information

Guaranteed cost workers' compensation insurance policies will be issued by admitted companies in conjunction with this program,
and the rating factors for these policies are listed below. All issuing companies are part of the North American Casualty Group,
rated A by A.M. Best, and are affiliates of Applied Underwriters Inc. a member of Berkshire Hathaway Inc. A Profit Sharing Plan,
effected through a reinsurance transaction that is separate from the guaranteed cost policies and independently rated, also appiies.

Exp Freq  Sched Prem Exp . Terrorism ' Net
State Carrier _Mod Mod _Rating Disc Const_ Foreign Dom_  Other1l Other2 Other3 Other4 Factor
CA A 1.910 0.98 .000 .000 : 1.872
A = California Insurance -Company Est, Taxes and Assessments $64,687

E.L. Limits $1TMM/$ 1TMM/$1TMM

Profit Sharing Plan

This Profit Sharing Plan is a reinsurance transaction separate from the guaranteed cost policies. Your risk retention is created by
your participation in, and cession of allocated premiums and losses to our facultative reinsurance facility, Applied Underwriters
Captive Risk Assurance Company (AUCRA). AUCRA is a subsidiary of Applied Underwriters Inc., a member of Berkshire
Hathaway Inc. Your retention is held in a segregated, protected cell which is not liable for the debts and liabilities of any other
AUCRA cell. This Profit Sharing Plan is not a filed retrospective rating plan or dividend plan, and nothing contained herein is to be
so construed, This Profit Sharing Plan requires a minimum three year contractual commitment from you with significant penalties
for early cancellation.

Based upon the annual payroll by class code information you provided, if you have no claims, your total net, three-year cost will be

$1,636,425. If you have claims, your final, net three-year cost will vary between this minimum cost and a three-year, maximum
possible cost of $6,371,0565.

Estimated Net Cost
Minimum Maximum _ -

Single Year $545,475 $2,123,685

Three Years  $1,636,425 $6,371,065

Your actual, final net cost will be determined using the ultimate costs of your claims along with the factors and tables set forth
in your Reinsurance Participation Agreement (Final Agreement) which specifies how a portlon of the premiums and losses
occurring under the guaranteed cost policies are ceded to AUCRA for further cred!t to your cell account.

You are required to maintain capital deposits in your cell account equal to the sum of 1} the estimated annual loss pick contain-
ment amount multiplied by 10% during the first year, 10% during the second year, or 10% thereafter; and 2} outstanding reserves
limited so to not exceed the maximum permissible cost. The estimated annual loss pick containment amount is $1,527, 941,
detérmined using estimated annual payroll and the rates listed under Billing Terms, and is subject to revision if actual payroll

varies from estimates made as of the date of this proposal. Since the ultimate cost of claims can not be known in advance with
certainty, loss development factors as set forth in the Final Agreement will be applied to all claims to estimate their ultimate

cost. Your capital deposits will be calculated and billed each month. At the end of the active term of the Profit Sharing Plan,
calculations will continue to be performed annually thereafter in accordance with the Final Agreement.

9K J

Quote #988977-1 issued 04/27/12. Proposed Effective Date 04/30/12 at 12:01AM local time. A Page 3 of 5
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Prepared for:

Shims Bargain, Inc.
2600 S Soto St
Los Angeles, CA 90058

Presented by:

Lyeng la
Millennium Corporate Solutions

Billing Terms

The rates below are per $100 of compensable payroll subject to all customary limitations and caps. The Pay-in Factor listed is based
on your expected loss experience and will vary as actual losses occur. A Net Pay-In Amount will be billed with each payroll cycle and
will include workers' compensation premium, fees for services, and capital deposits due to your cell account {where applicable, all
under a premium finance agreement with Applied Premium Finance, Inc.) Applied Risk Services, Irc. (see attached proposal for the
license number in your state) will act as billing agent on behalf of all of the companies involved in this program. You will be provided
with a quarterly reconciliation of all amounts collected and disbursed. Experience modifiers and other guaranteed cost policy modifica-
tion or differential factors are not components of the Profit Sharing Plan, and any subsequent change in such factors will not affect the
rates stated. Premium taxes, assessments, certain account fees, waivers of subrogation, and certain surcharges are not included in
these composite rates, and will be billed separately. These charges-are due as billed subject to adjustment at final audit and include,
but are not limited to: CA CIGA California Domiciled Insureds 0.0229, CA Fraud Surcharge 0.0026, CA Labor Enforcement

0.0024, CA Regulatory Surcharge 0.0024, CA Subsequent [njury Fund 0.0013, CA Uninsured Employers Fund 0,0014,

. Loss Pick Net Pay-In X Estimated _ Est. Annual
Employee Classification Code ° Containment Rate Rate Payroll = _Pay-in Amt..
Store:Wholesale - CA 8018 23.26 16.29 $ 6,360,000 $ 1,036,044
Clerical Office Employ CA 8810 1.5 1.09 3,150,000 34,3356
TOTAL 11.26 $ 9,610,000 $ 1,070,379
('\IH .
N‘
2
N
-
AV
o
Quote #988977-1 issued 04/27/12. Proposed Effective Date 04/30/12 at 12:01AM local time. Page 4 of b
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Prepared for:

Shims Bargain, Inc.
2600 S Soto St
L os Angeles, CA 800568

i
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Presented by:

Lyeng la
Millennium Corporate Solutions

Coverages

The North American Casualty Group is rated A (Excellent) VIl by A. M. Best.

Workers' Compensation and
Employer’s Liability Insurance

'Services

APPLIED

UNDERWRITERS

Your coverage is fully integrated into the package: all premium is paid
in full each billing cycle, and risk management products are provided to

. further mitigate risk. Stop Gap coverage is not provided in monopolis-

tic states unless explicitly quoted. See the Policy Rating Information

&

section for terms and carriers affording coverage.

All services are provided exclusively by Applied Underwriters and its affiliates.

Integrated Billing System

Occupational Medical Care

Cell Captive Facility

We make it easy: each month, you will receive one convenient, inte-
grated statement for all charges for all coverages and services. Even
your Profit Sharing Plan will be calculated each month.

We will provide access to exclusive medical care facilities and a net-

work of physicians dedicated to occupational medicine. Where avail--

able, you will be automatically enrolled in our closed medical network;
participation is mandatory.

We will establish an account for you in our segregated, protected cell
captive which was designed specifically for our small and mid-sized

insureds. You are responsible solely for your own risk retention. Cell -

accounts are segregated and protected with additional solvency and
liability warranties underwritten by Continental Indemnity Company.

2470_2a

K J ver opo

Quote #988977-1 issued 04/27/12. Proposed Effective Date 04/30/12 at 12:01AM local time.
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APPLIED UNDERWRITERS CAPTIVE RISK ASSURANCE COMPANY, INC.
PARTICIPANT NO. 863940
REINSURANCE PARTICIPATION AGREEMENT

This reinsurance participation agresment (this “Agreement”} is made and entered into by and between
Applied Underwriters Captive Risk Assurance Company, Inc., a company organized and existing under the
laws of the British Virgin Islands {“Company”) as of April 30, 2012 and

Shims Bargain, Inc., and

The, Inc. (collectively, "Participant”).

. Whereas, Participant is desirous of participating in the Company’s segregated protected cell reinsur-
ance program designated Segregated Account No. 853940 ("Participation”); and

Whereas, the Company has entered into a Reinsurance Treaty (hereinafter referred to as the “Treaty”)
with California Insurance Company (NAIC No. 0031-38865) and, through its pooling arrangement, with other
affiliates of Applied Underwriters, Inc., including, but not limited to Continental Indemnity Company (NAIC No.
0031-28258) {collectively the “Issuing Insurers”}); and

Whereas, the Participant desires the Company to establish a segregated protected cell whereby the
Participant may share in the underwriting resuits of the Workers’ Compensation policies of insurance issued
for the benefit of the Participant by the Issuing Insurers (the “Policies”); and

Whereas the Company will allocate a portion of the premium and losses under this Agreement to the
Participant's segregated protected cell,

Now, therefore, in consideration of the mutual promises and undertakings set forth herein the parties
do hereby agree as follows:

1. Participant agrees to participate in the Company’s segregated protected cell reinsurance pro-
gram in accordance with Schedule 1 attached hereto and incorporated herein by reference and additional Schedules
. as may be executed from time to time on a prospective basis only by the parties (*Additional Schedules”).

2.  Participant's interest in the Company Is solely as a segregated protected “celi” with segregation
of the Company’s assets and liabilities among the segregated accounts (known as “cells”) established by the
Company. There is no “joint and several” liability. The cells of the Company are not liable for the debts and
obligations and are not bound with respect to contracts entered into by another cell. Participant further
acknowledgesand agrees that Participant: {1) will look solely to the assets of Participant's celi for satisfaction
of the Company'’s liabilities hereunder; (2) has consulted with legal counsel and other insurance advisers as to
the applicability and effect of this Agreement; (3} ifrevocably waives any right, substantive or procedural,
which Participant may have to challenge the effectiveness and the Company’s ability and right to segregate

-assets among the cells; and {4) covenants not to sue, attach, pursue or make any claim against or with
respect to any asset, property or right of the Company which is not an asset, property or right of Participant’s
segregated protected cell. ’

3.  Participant is participating in this Agreement for purposes of investment onfy. The Participation
has not been registered under the United States Securities Act of 1933, as amended or any state securities
laws. The Participation shall not be sold, transferred, hypothscated, p!edged or otherwise assigned or encum-
bered and Participant acknowledges the following:

“This Participation has not been registered under the Securities Act of 1933, as amended or
qualified under any state securities law. This Participation has been acquired for investment

and may not be sold, transferred, hypothecated, pledged or. otherwise assigned or ehcum-
bered in the absence of registration or an exemption therefrom under such act and such laws,”

Var. aco_§100_3a : Page 1 of 10 © 2008, Applied Underwrhters, Inc,
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4. This Agreement and any Schedules hereto may not be modified, amended or supplemented in any
manner except in writing signed by the parties hereto and represents the entire understanding and agreement
between the parties with respect to the subject matter hereof and supersedes all prior negotiations, propasals,
letters of intent, correspondence and understandings relating to the subject matter hereof. The initial term of this
Agreement (the “Active Term”} is far three {3) years and may be éxtended_ from time to time by the parties, All
existing obligations from each party to the other or to third parties shall remain in force as of the expiration of the
Active Term until this Agreement is terminated (the "Run-Off Term”} as set forth in Schedule 1 or any Additional .
Schedules. .

During the Active Term of this Agreement, Workers’ Compensation Insurance coverage will be provided to
Participant by one or more of the Issuing Insurers. If Participant elects to cancel this Agreement, or if any of
the Policies are cancelled or non-renewed prior to the end of the Active Term (“Early Cancellation”), the
Participant shall abide by the Early Cancellation terms set forth in Schedule 1 or any Additional Schedules.

If the Issuing Insurer is required to provide Workers’ Compensation Insurance coverage on behalf of the
Participant outside of the Active Term (the “Extension Period”), special extension terms (“Extension Terms”)
will apply during the Extension Period. The Extension Terms are: (1} Participant through their cell will be liable
for all losses occurring during the Extension Period without limitation on any Policies issued by the Issuing
Insurers on behalf of Participant; (2).the Company will allocate to Participant’s cell an amount equal to 45%
of premium earned during the Extension Period under any Palicies issued by the Issuing Insurers on behalf of
Participant; (3) Participant will immediately pay to the Company a cash deposit equal to 55% of the premium
anticipated, as determined exclusively by the Company, during the Extension Period under any Policies issued
by the Issuing Insurers on behalf of Participant; (4) Participant will maintain at all times a cash deposit with the
Company sufficient to cover outstanding losses occurring during the Extension Period plus incurred but not
reserved and/or reported losses {IBNR) as determined exclusively by the. Company; and (6} Participant will
immediately pay to the Company an Early Cancellation fee equal to 20% of the premium anticipated, as
determined exclusively by the Company, during the Extension Period under Policies issued by the Issuing
insurers on behalf of Participant. : i

5.  Participant acknowledges that under the laws of some states, Participant may have the option
to choose from various deductible amounts as a part of its Policies, but that opting for a deductible would
prectude Participant from entering into this Agreemant. Applicant, being fully advised, knowingly waives and
relinquishes its right to choose a deductnble on the Policies under applicable law as further consideration for
this Agreement.’

6. Participant may not assign or transfer its rights under this Agreement to any third party without
the written consent of the Company which consent may be withheld in the Company’s absolute discretion.

7. The parties’ obligations under this Agreement shall survive the Active Term of this Agreement,
and shall be extinguished onty when the Company no longer has any potential or actual liability to the Issuing
Insurers with respect to the Policies reinsured by the Company under the Treaty.

8. Applied Risk Services, Inc. {Applied Risk Services of New York, Inc. in New York State) has
. been appointed the billing-agent for the Company and the Issuing Insurers and is authorized by the Company,
Issuing Insurers, and Participant to account for offset and true up any and all amounts due each of the parties.
Participant will allow the Company to audit Participant’s records on reasonable notice and. during normal
business hours that relate to the Policies. These records include, but are not fimited to ledgers, journals,
registers, vouchers, contracts, tax reports, payroll and disbursement records, and programs for storing and
retrieving data. Information developed by audit will be used to assign worker classifications, determine the
compensability of payroll and claims, and determine final premium and cession amounts.

9. In the event the Participant is in defauit of any obligations to the Company under this Agreement
or under any other agreement with any affiliate of the Company (Affiliated Agreements)}, the Company may
take all reasonable steps to protect its and its affiliates’ interests. The parties hereto shall have the right to the
fullest extent provided by law to offset or recoup any balances due from one to the other under this Agree-
ment or any Affiliated Agreements.

Ver. sco_5100_3n Page 2 of 10
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10, In consideration of the mutual benefits arising under this Agreement, Participant hereby grants to
Company, effective from and after the date-hereof, a lien and security interast in all assets of Participant’s cell to
secure payment of any amounts owed by Participant under this Agreement. The provisions of this section shall
create a security agreement under the Uniform Commercial Code (the “Code”) in the state of Participant’s domicili-
ary jurisdiction so that Company shall have and may enforce a security interest on all of Participant’s assets in
Participant’s cell. Participant agrees to execute as debtor any financing statement Company may reasonably re-
quest in order that Company’s security interest be protected pursuant to the Code, or Company is authorized to file
a copy of this Agreement for such purpose.

11. Participant hereby represents and warrants to the Company as follows:

{A} Participant {i) is duly organized, validly existing and in good standing under the laws of its
domiciliary jurisdiction, (if a corporation, partnership, or limited fiability company}, and (ji} has adequate power
and authority and full legal right to carry on the businesses in which it is presently engaged and presently
proposes to engage,

(B) Partlclpant has adequate power and authority and has full fegal right (i) to enter mto this Agree-
ment and (ii) to perform all of its agreements and obligations under this Agreement.

(C} The execution and delivery by Participant of this Agreement and the performance by Participant
of all of its undertakings and obligations under this Agreement, including any payments required to be made
by Participant to the Company-under this Agreement, have been duly and properly authorized by ali necessary
action on the part of Participant, and do not and will not {a) contravene any provision of the charter or by-laws
of Participant {if a corporation, partnership or limited liability company) or other constitutional or governing
documentation of Participant (each as in effect on the date hereof), (b) conflict with, or result in a breach of,
the terms, conditions or provisions of, or constitute a default under, or (except as otherwise contemplated
and required or permitted by this Agreement} result in the creation of any mortgage, lien, pledge, charge,
security interest or other encumbrance upon any of the property of Participant under any agreement, trust
deed, indenture, mortgage or other instrument to which Participant is a party or by which Participant or its
respective property is bound or affected on the date hereof, (c) violate or contravene any provision of any law
or published regulation or any published order, ruling or interpretation thereunder or any decree, order or
judgment of any court or governmental or regulatory authority, bureau, agency or official (all as in effect on
the date hereof and applicable to Participant), (d) require any waivers, consents or approvals by any of the
creditors or trustees for creditors of record of Participant, or {(e) require any consents or approvals by any
Participant {except such as have been duly obtained and are in full force and effect on the date hereof).

(D) This Agreement, when executed and delivered, shall have been duly and properly executed and
delivered by Participant. »

[E) The agreements and obligations of Participant contained in this Agreement const:tute lagal,
valid and binding obligations of Participant, enforceable against Participant in accordance wuth their terms.

(F) The information that has been and/or will be supplied to the Company by. Participent or on
Participant’s behalf with respect to this Agreement is accurate and compiete and with respect to financial
information, comports with generally accepted accounting principles.

12.  Participant acknowledges that the Company has not made, and does not make, any oral, written

or other representations, whether explicit, implied or otherwise, upon which Participant may rely concerning

- any possible tax benefits that may be derived from this Agreement. Participant further acknowledges that any

tax liability resulting from this Agreement, including but not limited to any tax assessments or related exami-

nations conducted by the Internal Revenue Service or other taxing authorlty, will be the sole responsibility of
Participant.

13. - Nothing in this section shall be deemed to amend or alter the due date of any obligation under
this Agreement. Rather, this section is only intended to provide a mechanism for resolving accounting
disputes in good faith,

{A) It is the express intention of the parties to resolve any disputes arising under this Agreement
without resort to litigation in order to protect the confidentiality of their relationship and their respective
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businessss and affairs. Any dispute or controversy that is not resolved informally pursuant to sub-paragraph
(B) of Paragraph 13 arising out of or related to this Agreement shall be fully determined in the British Virgin
Islands under the provisions of the American Arbitration Association.

(B)  All disputes between the parties refating in any way to (1) the execution and delivery, construc-
tion or enforceability of this Agreement, (2} the management or operations of the Company, or (3] any other
breach or claimed breach of this Agreement or the transactions contemplated herein shall be settled amicably
by good faith discussion among all of the parties hereto, and, failing such amicable settlement, finally deter-
mined exciusively by binding arbitration in accordance with the procedures provided herein. The reference to
this arbitration clause in any specific provision of this Agreement is for emphasis only, and is not intended to
limit the scope, extent or intent of this arbitration clause, or to mean that any other provision of ‘this Agree-
ment shall not be fully subjact to the terms of this arbitration clause. All disputes arising with respect to any
provision of this Agreement shall be fully subject to the terms of this arbitration clause.

(C) Either party may initiate arbitration by serving written demand upon the other party or parties.
The deménd shall state in summary form the issues in dispute in a manner that reasonably may be expected
to apprise the other party of the nature of the controversy and the particular damage or injury claimed. The
party receiving the demand shall answer in writing within 30 days and include in such answer a summary of
any additional issues known or believed to be in dispute by such party described in a manner that reasonably
may be expected to apprise the other party of the nature of the controversy and the particular damage or
injury claimed. Failure to answer will be construed as a denial of the issues in demand.

(D) The parties shall select a mutually acceptable arbitrator within 30 days of the demand for
arbitration, If the parties are unable to agree on an arbitrator within the 30 days, then each party shall appoint
an arbitrator within 30 days thereof. If a party fails to appoint its arbitrator within such 30 day period, the
party shall thereby waive its right to do so, and the other party’s selected arbitrator shall act as the sole
arbitrator, All arbitrators shall be active or retirad, disinterested officials of insurance or reinsurance compa-
nies not under the control.or management of either party to this Agreement and will not have personal or
financial interests in the result of the arbitration.

(E)  If two party-appointed arbitrators have been selected, the selected arbitrators shall then choose
an umpire within 30 days from the date thereof. If the two arbitrators are unable to agree upon an umpire
within 30 days after the appointment of the party-appointed arbitrators, the two party-appointed arbitrators
shall each exchange a list of three {3) umpire candidates. Within ten {10} days thereafter, each party-
appointed arbitrator shall strike two names from the other’s list. " The umpire shall be selected from the
remaining two names by the drawing of lots no later than ten (10) days thereafter.

{F}  If more than one arbitrator shall be appointed, the arbitrators shall cooperate to avoid unneces-
sary expense and to accomplish the speedy, effective and fair disposition of the disputes at issue. The
arbitrator or arbitrators shall have the authority to conduct conferences and hearings, hear arguments of the
parties and take the testimony of witnesses. All witnesses wili be made available for cross-examination by
the parties. The arbitrators may order the parties to exchange information or make witnesses avallable to the
opposing party prior to any arbitration hearing.

(G)  The arbitrator or arbitrators shall render a written decision (by majority determination if more
than one arbitrator) and award within 30 days of the close of the arbitration proceeding. Judgment upon the
award rendered by the arbitrator or arbitrators may be entered by any court of competent jurisdiction in
Nebraska or application may be made in such court for judicial acceptance of the award and an order of
enforcement as the law of Nebraska may require or allow,

(H  The award of the arbitrator or arbitrators shall be binding and conclusive on the parties, and shall
be kept confidential by the parties to the greatest extent possibla. No disclosure of the award shall be made
except as required by the law or as necessary or appropriate to effect the enforcement thereof.

)] All arbitration proceedings shall be conducted in the English language in accordance with the

rules of the American Arbitration Association and shall take place in Tortola, British Virgin Islands or at some
ather location agreed to by the parties.
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{J)  The arbitrator or arbitrators shall be advised of all the provisions of this arbitration clause.

{K)  This arbitration clause shall survive the termination of this Agreement and be deemed to be an
obligation of the parties which is independent of, and without regard to, the validity of this Agreement.

(L}  Punitive damages will not be awarded. The arbitrator(s) may, however, in their discretion award
such other costs and expenses as they deem appropriate, including, but not limited to, attorneys' fees, the
costs of arbitration and arbitrators’ fees.

{M} Participant acknowledges and agrees that it will benefit from this Agreement and that a breach
of the covenants herein would cause Company irreparable damage that could not adequately be compensated
by monetary compensation. Accordingly, it is understood and agreed that in the event of any such breach or
threatened breach, Company may apply to a court of competent jurisdiction for, and shall be entitled to,
|n)unctwe ralief from such court, without the requirement of posting a bond or proof of damages, designed to
cure existing breaches and to prevent a future occurrence or threatened future occurrence of like breaches on
the part of Participant. It is further understood and agreed that the remedies and recourses herein provided

“shall be in addition to, and not in lieu of any other remedy or recourse which is available to Company either at
- law or in equity in the -absence of this Paragraph including without limitation the right to damages.

14, Participant hereby irrevocably and unconditionally submits to the exclusive jurisdiction of the
Courts of Nebraska for the purpose of enforcing any arbitration award rendered hereunder and. all other
purposes related to this Agreement and agrees to accept service of process in any case instituted in, Nebraska
related to this Agreemert and further agrees not to challenge venue in Nebraska provided such process is
delivered in accordance with the applicable rutes for service of process then in effect in Nebraska. To the
extent necessary, this consent shall be construed as a Ilmlted waiver of sovereign immunity only with respect
to this Agreement.

16. All notices, raquests, demands or other communications to the Company provided for herein
shall be in writing, shall be delivered by hand, by first-class mail, postage prepaid, or by any form of commer-
cial overnight courier, and shall be addressed 1o the parties hereto at their respective addresses listed below
or to such other persons or addresses as the relevant party shall designate as to itself from time to time in a
writing delivered in like manner to Applied Underwriters Captwe Risk Assurance Company, P.Q. Box 3646,
Omaha, NE 68103-0646 and to Participant at:

Shims Bargain, Inc.
2600 S Soto St
Los Angeles, CA 90058

Either party may designate a new address for notices by providing written notice to the other party as
provided in this paragraph, or in the absence of such notification from Pamctpant at the address to which
Participant’s last billing statement was sent.

16. This Agreement shall be exclusively governed by and construed in accordance with the faws of
Nebraska and any matter concerning this' Agreement that is not subject to the dispute resolution provisions of
Paragraph 13 hereof shall be resolved exclusively by the courts of Nebraska without reference to its conflict
of laws,

17. All-amounts referred to herein are expressead in United States Dollars and all payments shall be
made in such dollars.

18, Waiver. No delay or failure to require performance of any provision of this Agreement shall
constitute a waiver of the performance of such provision on any other instance. No waiver of any of the
provisions of this Agreement shall be deémed or shall constitute a waiver of any other provisions hereof
{whether or not similar) nor shall such waiver constitute a continuing waiver unless expressed in writing and
signed by all parties,
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19. Participation by Participant in this Agreement is subject to the prior written consent of the Company.
Nothing in this Agreement, expressed or implied, is intended to confer upon any party, other than the parties hereto
and their affiliates, successors and assigns, any rights, remedies, obligations or liabilities under or by reason of this
Agreement, except as expressly provided herein.

IN WITNESS WHEREOF, the parties have set their hand.

PARTICIPANT _ APPLIED UNDERWRITERS CAPTIVE RISK

ASSURANCE COMPANY, INC,, SOLELY FOR AND
By: et s

ON BEHALF OF PROTECTED CELL NO, 853940
Name: k S{d\ ,

Title: ) “M ; CED
Date: Q‘fj &Z(]— |

Robert Stafford
Vice Prasident
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APPLIED UNDERWRITERS CAPTIVE RISK ASSURANCE COMPANY, INC.
PARTICIPANT NO. 853940
REINSURANCE PARTICIPATION AGREEMENT
SCHEDULE 1
EFFECTIVE DATE: APRIL 30, 2012

This Schedule 1 applies as of the Effective Date to all payrcll, premium, and losses occurring under the
Policies notwithstanding any Extension Terms which may apply ("Effective Period”). For purposes of this
Schedule 1, unless otherwise noted, capitalized terms shall have the meaning set forth in the Agreement.

1. Calculation of Premium and Loss Amounts.

{a} Policy Payroll is defined as compensable payroll occurring during the Effective Period under the Policies
subject to all customary limitations and caps. The Loss Pick Containment Amount is défined as the amount
equal to the product of Policy Payroll and the respective Loss Pick Containment Rates listed in Table C. These
rates are per $100 of Policy Payroll and are fixed for the Effective Period. Changes in experience modifiers
and other modification or differential factors of the Policies will not affect thase rates. [f Policy Payroll occurs
under a classification not listed herein, the Company shall, in its sole discretion, determine a rate for that
classification commensurate with the rates otherwise listed and with the filed and approved rates of the
Issuing insurers.

{b) The Company will calculate loss development factors (“LDF's") for each loss under the Policies directly
from the loss development factors published by the government rating bureau in ‘the state where the exposure
occurred. LDF's are subject to change without notice. The LDF's in effect as of the date of this Schedule 1
are listed in Table A {a composite using Policy Payroll by state is shown). If during the Active Term the
Participant: i) is processing payroll with an affiliate of the Company, the LDF's titled *Waeekly" will be used; or
iil is not processing payroll with an affiliate of the Company, the LDF's titled "Monthly" will be used. Unless
an agréement for renewal is offered by an affiliate of the Company and then accepted by the Participant
within six (6) months of the end of the Active Term, the LDF’s titled “Run-Off” will be used. In determining
the age of a claim, the Company in its sole discretion will use either the date of occurrence or the date the
claim was reported, For so long as the Participant provides a claimant with modified duty employment that
accommodates medical work restrictions, at a wage sufficient to make the claimant ineligible for workers’
compensation disability benefits, the amount of the LDF for that ctaim in excess of one (1) shall be reduced by
the Modified Duty Reduction Factor shown below Table A. ’

{c) Ultimate Loss is defined as aggregate incurred losses under the Policies multiplied by the applicable LDF.
The Loss Ratio equals Uitimate Loss divided by the Loss Pick Containment Amount.

{d) The Exposure Group Adjustment Factor is determined from Table B using the Loss Ratio with intermediate
values to be interpolated. The Exposure Group Adjustment Factor has been determined using NCCI Expected
Unlimited Loss Group 26 and is subject ta change without notice if Policy Payroll varies from estimates made
in preparing this Scheduie 1 or if NCC| Table M is revised.

2. Allocation of Premium and Losses,

An amount, equal to the premium earned under the Policies in excess of the Loss Pick Containment Amount
multiplied by the applicable Exposure Group Adjustment Factor muitiplied by the Allocation Factor listed in
Table B, will be allocated to the Participant’s cell. Fees for services charged by any affiliate of the Company
are not considered premium under the Policies.

The Participant, through its cell account, will be responsible for an amount equal to all losses under the
Policies in aggregate up to the Cumulative Aggregate Limit which equals 1.0300 multiplied by the Loss Pick
Containment Amount. During the Active Term, Participant's liability limits will be estimated quarterly in
advance, - ’ .

3. Capital Deposits. Participant agrees to make and maintain a capital deposit in its cell equal to the Estimated
Annual Loss Pick Containment Amount shown in Table C multiplied by 10% during year 1; 10% during year
2; or 10% thereafter, The Estimated Annual Loss Pick Containment Amount and the resulting capital deposit
are subject to change in the Company's sole discretion if Policy Payroll varies from estimates made as of the
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Effective Date of this Schedule 1.

4, Additional Capital Deposits. Participant further agrees to make and maintain in its cell account an additional
capital deposit equal to the lesser of Ultimate Loss or the Cumulative Aggregate Limit. For the purposes of
calculating the additional capital deposit, a Loss Ratio of no less than 65% will be used in year 1, 40% in year
2, and 30% thereafter. During the Run-Off Term, capital deposits will be calculated using the LDF's titled
"Run-Off" at a schedule determined by the Company but no less frequently than annually beginning nine
months after the expiration of all Policies.

5. Notwithstanding anything to the contrary in the Agreement, the Company may terminate the Agreement
and liquidate the cell in its sole discretion if i} all claims under the Policies are closed and three years have .
elapsed since the expiration of all of the Policies; or ii} the Participant's maximum liability has been reached
and three years have elapsed since the expiration of all of the Policies; or iii} the amount of paid losses
allocated to the cell under the Policies-has exceeded the Participant’s maximum liability; or iv} seven years
have elapsed since the expiration of all of the Policies; or v} the Company deems itself insecure with respect
to Partlcnpant s ability of willingness to fulfill its obligations under this Agreement.

6. In the event of Early Cancellation whether by the Participant or by the Company (limited to non-pay or a
material change in risk): {a) the Eprsure Group Adjustment Factor will be multiplied by 1,25; (b) the Cumu-
fative Aggregate Limit will be determined using Policy Payroll annualized to reflect the full term of the Agree-
ment; and {c} the following amounts will be immediately due and payable to the Company: i} any remaining
premium, including short rate penalties, due under the Policies; ii) a capital deposit equal to the cell's maxi-
mum liability; and iii} a Cancellation Fee equal to 8% of the Estimated Annual Loss Pick Containment Amount,

7. In the event of any conflict between the Agreement and this Schedule 1, this Schedule 1 shall control.

PARTICIPANT

By: / %154
. .. bannefly Sath

Title: M GEO

Date: 04/%’ a’

APPLIED UNDERWRITERS CAPTIVE RISK

ASSURANCE COMPANY, INC., SOLELY FOR
~ AND ON BEHALF OF PROTECTED CELL NO. 853940

Robert Stafford
ident
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APPLIED UNDERWRITERS CAPTIVE RISK ASSURANCE COMPANY, INC.
PARTICIPANT NO. 853940
REINSURANCE PARTICIPATION AGREEMENT

SCHEDULE 1 TABLES
EFFECTIVE DATE: APRIL 30, 2012

Claim Age
Month  Month
_Ffrom _To _
00 06
07 09
10 12
13 15
16 18
19 21
22 24
25 27
28 30
31 33
34 36

Ver, aco_§120_2a

Loss
Ratio
0.00
0.10

'0.20:

0.30
0.40
0.50
0.60
0.70
0.80
0.90

TABLE A
Loss Development Factors
Monthly

Open Closed
Claims Claims
2.674 1.2567
.2.635 1.17%
2.609 1.123
2,583 1.1086
2.568 1.099
2.532 1.090
2.507 1.077
2.481 1.087
'2.466 1.065
2.431 1.060
2.405 1.053

Weekly
. Open Closed
Claims Claims
2.621 . 1.232
2.583 1.151
2.558 1.101
2,533 1.084
2.508 1.078
2.483 1.069
2.458 1.056
2.433 1.046
2.408 1.044
2,383 1.040
2,367 1.032

The Modified Duty Reduction Factor is 25%.

Exposure Group Adjustment Factors

Adjustment

Factor

1.0000
1.4978
1.4618
1.3719
1.2636
1.1376
1.0296
0.9935
1.3656
1.3178

TABLE B

Loss

Rati

1.00
1.10
1.20
1.30

1.40 -

1.60
1.60
1.70
1.80
1.90

The Allocation Factor is 0.36.
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Run-Qff

Open
Claims
4,115
4,115
4,116
3.915
3.9156
3.915
3.916
3.71b6
3.715
3.715.
3.716

Adjustment

Factor

1.0475

0.9639

0.9821
0.9821
0.9821
0.9821
0.9821
0.9821
0.9821
0.9821

Closed
Claims
1.201
1.201
1.201
1.111
1.111
1.1711
1.111
1.064
1.064
1.064
1.084
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APPLIED UNDERWRITERS CAPTIVE RISK ASSURANCE COMPANY, INC.
PARTICIPANT NO. 853940
REINSURANCE PARTICIPATION AGREEMIENT
SCHEDULE 1 TABLES
EFFECTIVE DATE: APRIL 30, 2012

TABLE C
Loss Pick Containment Rates and Estimated Annual Amounts
Class Loss Pick Estimated Annual
—Code Containment Rate Payroll
CAB018 . 23.26 6,360,000
CA8810 1.55 3,150,000

The Total Estimated Annuatl Loss Pick Containment Amount is $1,527,941.

Page 10 of 10
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CALIFORNIA INSURANCE COMPANY
NAIC No. 38865
10825 Old Mill Road, Omaha, Nebraska 68154
877-234-4420

WORKERS’ COMPENSATION AND EMPLOYER’S LIABILITY INSURANCE POLICY

Insured Shims Bargain, Inc.
and DBA JC Sales

Mailing 2600 S Soto st

Address Vernon, CA 90058-8015

Entity: Corporation
FEIN: 954446696
State No.

INFORMATION PAGE

Policy No.73-853940-01-01

Producer AU Insurance Services

and 10825 0ld Mill Rd
Mailing Omaha, NE 68154
Address

Agent No.

Billing: DIRECT BILL
Renewal of Policy No.

See Additional Named Insured Endorsement and Locations Endorsement if attached.

The policy period is from04/30/12 to04/30/13 12:01 A.M. Standard Time at the insured’s mailing address.

A.  Workers Compensation Insurance: Part One of the policy applies to the Workers Compensation Law of the states listed here:

CA

B. Employers Liability Insurance: Part Two of the policy applies to work in each state listed in item 3.A. The limits of our

liability under Part Two are:

Bodily Injury by Accident $1,000,000 each accident
Bodily Injury by Disease $1,000,000 policy limit
Bodily Injury by Disease  $1,000,000 each employee

C.  Other States Insurance: Part Three of the policy applies to all states except the states listed in item 3.A and the states of

North Dakota, Ohio, Washington, and Wyoming.

D. See attached list for endorsements and schedules.

The premium for this policy will be determined by our Manuals of Rules, Classifications, Rates and Rating Plans.
All information listed on the Extension of Information page is subject to verification and change by audit.

See Extension of Information Page for premium rating schedule.

Minimum Premium
Total Estimated Annual Premium

Estimated Taxes and Assessments

Issuing Office:OMAHA, NE

5,000
1,323,324
56,260

Countersigned by:

WC-00-00-01-A



California Insurance Company
WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY WC990401
LIST OF ENDORSEMENTS AND SCHEDULES

Endorsements on Policy: 73-853940-01-01

Form Number Endorsement Number Name

wCco00001Aa California Declaration Page

WC990401 List of Endorsements And Schedules

WC000174 Extension of Information Page

AIL590 Additional Named Insured and/or
Locations

WC040360A 1 Employers' Liability Coverage
Amendatory Endorsement

WC040601A 2 California Cancellation Endorsement

WC040421 3 California Optional Premium
Increase Endorsement

WC040301B 4 Policy Amendatory Endorsement -
California

wWC040422 5 California Short Rate Cancelation
Endorsement

WC000422A 6 Terrorism Risk Insurance Program
Reauthorization Act Disclosure

WC000421C 7 Catastrophe

WC040303 8 Officers And Directors Coverage /
Exclusion Endorsement - Califo

WC890600B 9 Change Endorsement

WC890600B 10 Change Endorsement

WC890600B 11 Change Endorsement

WC890600B 12 Change Endorsement

WC890600B 13 Change Endorsement

PNAU9905 100 Policyholder Notice Loss Control
Endorsement

PN049902B 101 Policyholder Notice California
Workers' Compensation Insurance R

PN049904 102 California CIGA Policyholder Notice




California Insurance Company
WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY WC990401
LIST OF ENDORSEMENTS AND SCHEDULES

Endorsements on Policy: 73-853940-01-01

Form Number Endorsement Number Name

PN0O0OOO1 103 Short Rate Cancelation Policyholder
) Notice

PN049901 104 Policyholder Notice Your Right To

Rating And Dividend Info

WC000000B_CIC Workers Compensation and Employers
Liability Insurance Policy

55




WC 174
(Ed. 4-84)

WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY
EXTENSION OF INFORMATION PAGE

Policy Number 73-853940-01-01

4. Premium

Classifications Cl\(l)de %?arrg;gn?:gfﬂ F;a;tgoP:fr Estimated_ Annual
0 Annual Remuneration| Remuneration Premium

Stores wholesale-N.O.C. 8018 5,581,320 12.3700 690,409.00
Salespersons-outside 8742 329,947 1.0200 3,365.00
Clerical Office Employees-N.O.C. 8810 2,492,393 0.8300 20,687.00
Experience Modification 1.8900}1,350,331.00
Schedule Modification 9887 0.9800]1,323,324.00
Terrorism 9740 0.0000 0.00
Catastrophe 9741 0.0000 0.00
Estimated Annual Premium - 1,323,324.00
California

CIGA California Domiciled Insureds -——— 2.2850 30,237.95
Workers Comp. Fraud Surcharge -—— 0.2648 3,504.16
User Funding Rate ———— 0.9669 12,795.22
Uninsured Employers Fund -———- 0.1362 1,802.37
Subsequent Injuries Benefit Fund ---- 0.1255 1,660.77
Occupational Safety & Health Fund -———- 0.2350 3,109.81
Labor Enforcement & Compliance Fund _———— 0.2380 3,149.51
CA

Total Estimated Annual Premium $

1,379,583.79
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Policy Number: 73-853940-01-01

CALIFORNIA INSURANCE COMPANY
Additional Named Insured and/or Locations

ltem (1) Ins‘ured of the Information page is amended to include the following:

Shims Bargain, Inc.

DBA JC Sales

2700 S Soto St

Vernon CA 90058-8027

From: 04/30/12 To: 04/30/13

Shims Bargain, Inc.

DBA JC Sales

2840 E 26th St

Vernon CA 950058-8005

From: 04/30/12 To: 04/30/13

Shims Bargain, Inc.

DBA JC Sales

7026 - 7030 E Slauson Ave
Commerce CA 90040

From: 04/30/12 To: 04/30/13

The, Inc.

DBA International Distributors
6600 Bandini Blvd

Commerce CA 90040

From: 04/30/12 To: 01/01/13

This endorsement is part of your policy and takes effect on the effective date of your policy, unless another effective date is

shown below.

Endorsement Effective
Insured JC sales

PolicyNo. 73-853540-01-01

Insurance Company California Insurance Company

All other terms and conditions of this policy remain unchanged.

AIL590
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FEIN:

ENTITY:

FEIN:

ENTITY:

FEIN:

ENTITY:

FEIN:

ENTITY:

Countersigned by

Endorsement No.
Premium

954446696

Corporation

954446696

Corporation

954446696

Corporation

202590398

Corporation




Policy Number: 73-853940-01-01

CALIFORNIA INSURANCE COMPANY
Additional Named Insured and/or Locations

ltem (1) Insured of the Information page is amended to include the following:

Karis, Inc.

DBA International Distributors FEIN: 364717833
6600 Bandini Blvd

Commerce CA 90040-3302 ENTITY: Corporation
From: 01/01/13 To: 04/30/13

This endorsement is part of your policy and takes effect on the effective date of your policy, unless another effective date is
shown below.

Endorsement Effective PolicyNo. 73-853940-01-01 Endorsement No.
Insured JC Sales Premium
Insurance Company California Insurance Company Countersigned by

All other terms and conditions of this policy remain unchanged.
AIL590
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WC 040360 A
WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

EMPLOYERS’ LIABILITY COVERAGE AMENDATORY ENDORSEMENT-CALIFORNIA

The Insurance afforded by Part Two (Employers’ Liability Insurance) by reason of designation of California in item 3 of the
information page is subject to the following provisions:

A. “How This Insurance Applies,” is amended to read as follows:
A. How This Insurance Applies

This employers’ liability insurance applies to bodily injury by accident or bodily injury by disease. Bodily injury
means a physical injury, including resulting death.

1. The bodily injury must arise out of and in the course of the injured employee’s employment by you.
2. The employment must be necessary or incidental to your work in California.
3. Bodily injury by accident must occur during policy period.

4. Bodily injury by disease must be caused or aggravated by the conditions of your employment. The employee’s
last day of last exposure to the conditions causing or aggravating such bodily injury by disease must occur
during the policy period.

5. If you are sued, the original suit and any related legal actions for damages for bodily injury by accident or by
disease must be brought in the United States of America, its territories or possessions, or Canada.

C. The “Exclusions” section is modified as foliows (all other exclusions in the “Exclusions” section remain as is):
1. Exclusion 1 is amended to read as follows:
1. liability assumed under a contract.
2. Exclusion 2 is deleted.
3. Exclusion 7 is amended to read as follows:

7. damages arising out of coercion, criticism, demotion, evaluation, reassignment, discipline, defamation,
harassment, humiliation, discrimination against or termination of any employee, termination of
employment, or any personnel practices, policies, acts or omissions.

4. The following exclusions are added:
1. bodily injury to any member of the flying crew of any aircraft.

2. bodily injury to an employee when you are deprived of statutory or common law defenses or are subject
to penalty because of your failure to secure your obligations under the workers’ compensation law(s)
applicable to you or otherwise fail to comply with that faw.

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Endorsement Effective 04/30/12 Policy No. 73-853940-01-01 EndorsementNo. 1
Insured JC Sales Premium
Insurance Company Countersigned by

California Insurance Company

(Ed. 11-99)
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WC040601A
WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

CALIFORNIA CANCELLATION ENDORSEMENT

This endorsement applies only to the insurance provided by the policy because California is shown in Item 3.A. of
the information page.

The cancellation condition in Part Six (Conditions) of the policy is replaced by these conditions:

Cancellation

1. You may cancel this policy. You must mail or deliver advance written notice to us stating when the cancellation is to
take effect.

2. We may cancel this policy for one or more of the following
reasons:

Non-payment of premium;

Failure to report payroll;

Failure to permit us to audit payroll as required by the terms of this policy or of a previous policy issued by us;

Failure to pay any additional premium resulting from an audit of payroll required by the terms of this policy or any

previous policy issued by us;

Material misrepresentation made by you or your agent;

Failure to cooperate with us in the investigation of a claim;

Failure to comply with Federal or State safety orders;

Failure to comply with written recommendations of our designated loss control representatives;

The occurrence of a material change in the ownership of your business;

The occurrence of any change in your business or operations that materially increases the hazard for frequency

or severity of loss;

k. The occurrence of any change in your business or operation that requires additional or different classification for
premium calculation;

. The occurrence of any change in your business or operation which contemplates an activity excluded by our
reinsurance treaties.

apow

e TQ o

3. Ifwe cancel your policy for any of the reasons listed in (a) through (f), we will give you 10 days advance written
notice, stating when the cancellation is to take effect. Mailing that notice to you at your mailing address
shown in item 1 of the Information Page will be sufficient to prove notice. If we cancel your policy
for any of the reasons listed in items (g) through (1), we will give you 30 days advance written notice;
however, we agree that in the event of cancellation and reissuance of a policy effective upon a material
change in ownership or operations, notice will not be provided.

4. The policy period will end on the day and hour stated in the cancellation notice.

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Endorsement Effective 04/30/12 PolicyNo. 73-853940-01-01 Endorsement No. 2
insured JC Sales Premium
Insurance Company Countersigned by
California Insurance Company
(Ed. 12-93)
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WC 04 04 21
WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

OPTIONAL PREMIUMINCREASE ENDORSEMENT - CALIFORNIA

You must provide us, or our authorized representative, access to records necessary to perform a payroll verification audit.
If you fail to provide access within 90 days after expiration of the policy, you are liable to pay a total premium equal to 3
times our current estimate of the annual premium for your policy. In addition, if you fail to provide access after our third
request within a 90 day or longer period, you are also liable for our costs in attempting to perform the audit unless you
provide a compelling business reason for your failure.

We will contact you to schedule appointments during normal business hours.

We will notify you of your failure to provide access by mailing a certified, return-receipt document stating the increased
premium and the total amount of our costs incurred in our attempt(s) to perform an audit. In addition to any other
obligations under this contract, 30 days after you receive the notification, you will be obligated to pay the total premium and
costs referenced above. If, thereafter, you provide access to your records within three years after the policy expires, or
within another mutually agreed upon time, and we succeed in performing the audit to our satisfaction, we will revise your
total premium and the costs due to reflect the results of the audit.

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Endorsement Effective 04/30/12 PolicyNo. 73-853940-01-01 Endorsement No. 3
Insured JC Sales Premium
Insurance Company Countersigned by

California Insurance Company

(Ed. 1-08)
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WC040301B

WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

POLICY AMENDATORY ENDORSEMENT - CALIFORNIA

It is agreed that, anything in the policy to the contrary notwithstanding, such insurance as is afforded by this policy by reason of the designation
of California in ltem 3 of the Information Page is subject to the following provisions:

1.

Minors lllegally Employed - Not Insured. This policy does not cover liability for additional compensation imposed on you under
Section 4557, Division IV, Labor Code of the State of California, by reason of injury to an employee under sixteen years of age and illegally
employed at the time of injury.

Punitive or Exemplary Damages - Uninsurable. This policy does not cover punitive or exemplary damages where insurance of
liability therefore is prohibited by law or contrary to public policy.

Increase in Indemnity Payment - Reimbursement. You are obligated to reimburse us for the amount of increase in indemnity
payments made pursuant to Subdivision (d) of Section 4650 of the California Labor Code, if the late indemnity payment which gives rise
to the increase in the amount of payment is due less than seven (7) days after we receive the completed claim form from you. You are
obligated to reimburse us for any increase in indemnity payment not covered under this policy and will reimburse us for any increase in
indemnity payment not covered under the policy when the aggregate total amount of the reimbursement payments paid in a policy year
exceeds one hundred dollars ($100).

If we notify you in writing, within 30 days of the payment, that you are obligated to reimburse us, we will bill you for the amount of
increase in indemnity payment and collect it no later than the final audit. You will have 60 days, following notice of the obligation to
reimburse, to appeal the decision of the insurer to the Department of Insurance.

Application of Policy. Part One, “Workers Compensation Insurance”, A, “*How This Insurance Applies”, is amended to read as follows:

This workers compensation insurance applies to bodily injury by accident or disease, including death resulting therefrom. Bodily injury by
accident must occur during the policy period. Bodily injury by disease must be caused or aggravated by the conditions of your
employment. Your employee’s exposure to those conditions causing or aggravating such bodily injury by disease must occur during the
policy period.

Rate Changes. The premium and rates with respect to the insurance provided by this policy by reason of the designation of California
in ltem 3 of the Information Page are subject to change if ordered by the Insurance Commissioner of the State of California pursuant to
Section 11737 of the California Insurance Code.

Long Term Policy. If this policy is written for a period longer than one year, all the provisions of this policy shall apply separately to each
consecutive twelve-month period or, if the first or last consecutive period is less than twelve months, to such period of less than twelve
months, in the same manner as if a separate policy had been written for each consecutive period.

Statutory Provision. Your employer has afirst lien upon any amount which becomes owing to you by us on account of this policy, and
in the case of your legal incapacity or inability to receive the money and pay it to the claimant, we will pay it directly to the claimant.

Part Five, “Premium”, E, “Final Premium®, is amended to read as follows:

The premium shown on the Information Page, schedules, and endorsements is an estimate. The final premium will be determined after
this policy ends by using the actual, not the estimated, premium basis and the proper classifications and rates that lawfully apply to the
business and work covered by this policy. [f the final premium is more than the premium you paid us, you must pay us the balance. If it
is less, we will refund the balance to you. The final premium will not be less than the highest minimum premium for the classifications
covered by this policy.

If this policy is canceled, final premium will be determined in the following way unless our manuals provide otherwise:

If we cancel, final premium will be calculated pro rata based on the time this policy was in force. Final premium will not be less than the
pro rata share of the minimum premium

If you cancel, final premium may be more than pro rata; it will be based on the time this policy was in force, and may be increased by our
short-rate cancelation table and procedure. Final premium will not be less than the pro rata share of the minimum premium.

It is further agreed that this policy, including all endorsements forming a part thereof, constitutes the entire contract of insurance. No condition,
provision, agreement, or understanding not set forth in this policy or such endorsements shall affect such contract or any rights, duties, or
privileges arising therefrom.

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Endorsement Effective 04/30/12 PolicyNo. 73-853940-01-01 Endorsement No. 4
Insured JC Sales Premium
Insurance Company Countersigned by

California Insurance Company

(Ed. 01-12)
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WC 040422

WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

CALIFORNIA SHORT-RATE CANCEL ATION ENDORSEMENT

It is agreed that, anything in the policy to the contrary notwithstanding, such insurance as is afforded by this policy by
reason of the designation of California in Item 3 of the Information Page is subject to the following provisions:

If you cancel the policy and a disclosure was provided in accordance with Section 481(c) of the California Insurance Code,
final premium will be based on the time this policy was in force and increased by the short-rate cancelation table below:

Short Rate Cancelation Table

The premium for the canceled policy will be calculated using the Short Rate Cancelation Table. We
will use the short-rate percentage as follows:

. Determine the payroll developed during the period the policy was in effect.

Determine the full policy payroll by using the following formula:

number of days for which the policy was written
x Actual
number of days the policy was in effect Payroll

Apply authorized rates to such payroll

Calculate the extended number of days by using the following formula. If the policy was written
for a one-year period, the extended number of days is the number of days the policy was in
effect:

number of days the policy was in effect

x365
number of days for which the policy was written

Based on the extended number of days, apply the short rate percentage shown in the Short Rate
Cancelation Table to the full policy premium calculated in step 3. This result is the shori-rate
portion of the premium.

If applicable:
* Apply any pricing programs
* Apply any experience rating modification
* Apply any premium discount based on the final earned total standard premium
* Add the short rate portion of the expense constant but not less than $15
* Apply catastrophe provisions based on the earned manual premium

7. The total earned premium for the short-rate canceled policy will not be less than the annual

(Ed. 01-12)

minimum premium applicable to the policy.

Page 1 0of 3
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WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

WC 04 04 22

CALIFORNIA SHORT-RATE CANCELATION ENDORSEMENT
Short Rate Cancelation Table (cont.)

Days in Policy| Short Rate [Daysin Policy] Short Rate |Days in Policy] Short Rate |Daysin Policy] ShortRate |Daysin Policy| Short Rate
Period Percentages Period Percentages Period Percentages Period Percentages Period Percentages
1 5% 46 23% 91 35% 136 48% 181 60%
2 6 47 23 92 36 137 48 182 60
3 7 48 24 93 36 138 48 183 61
4 7 49 24 94 36 139 49 184 61
5 8 50 24 95 37 140 49 185 61
6 8 51 24 96 37 141 49 186 61
7 9 52 25 97 37 142 49 187 61
8 9 53 25 98 37 143 50 188 62
9 10 54 25 99 38 144 50 189 62
10 10 55 26 100 38 145 50 190 62
11 11 56 26 101 38 146 50 191 62
12 11 57 26 102 38 147 51 192 63
13 12 58 26 103 39 148 51 193 63
14 12 59 27 104 39 149 51 194 63
15 13 60 27 105 39 150 52 195 63
16 13 61 27 106 40 151 52 196 63
17 14 62 27 107 40 152 52 197 64
18 14 63 28 108 40 153 52 198 64
19 15 64 28 109 40 154 53 199 64
20 15 65 28 110 41 155 53 200 64
21 16 66 29 111 41 156 53 201 65
22 16 67 29 112 41 157 54 202 65
23 17 68 29 113 41 158 54 203 65
24 17 69 29 114 42 159 54 204 65
25 17 70 30 115 42 160 54 205 65
26 18 71 30 116 42 161 55 206 66
27 18 72 30 117 43 162 55 207 66
28 18 73 30 118 43 163 55 208 66
29 18 74 31 119 43 164 55 209 66
30 19 75 31 120 43 165 56 210 67
31 19 76 31 121 44 166 56 21 67
32 19 77 32 122 44 167 56 212 67
33 20 78 32 123 44 168 57 213 67
34 20 79 32 124 44 169 57 214 67
35 20 80 32 125 45 170 57 215 68
36 20 81 33 126 45 171 57 216 68
37 21 82 33 127 45 172 58 217 68
38 21 83 33 128 46 173 58 218 68
39 21 84 A4 129 46 174 58 219 69
40 21 85 A 130 46 175 58 220 69
41 22 86 34 131 46 176 59 221 69
42 22 87 34 132 47 177 59 222 69
43 22 88 35 133 47 178 59 223 69
44 23 89 35 134 47 179 60 224 70
45 23 90 35 135 47 180 60 225 70
(Ed.01-12) Page 2 of 3
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WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

WC 04 04 22

CALIFORNIA SHORT-RATE CANCELATION ENDORSEMENT
Short Rate Cancelation Table (cont.)

Days in Policy| Short Rate [Daysin Policy] Short Rate |Daysin Policy] Short Rate |Daysin Policy] Short Rate [Daysin Policy | Short Rate
Period Percentages Period Percentages Period Percentages Period Percentages Period Percentages

226 70% 254 76% 282 82% 310 88% 338 95%
227 70 255 76 283 83 311 89 339 95
228 70 256 77 284 83 312 89 340 95
229 Al 257 77 285 83 313 89 341 95
230 " 258 77 286 83 314 89 342 95
231 Al 259 77 287 83 315 90 343 96
232 " 260 77 288 84 316 90 344 96
233 72 261 78 289 84 317 90 345 96
234 72 262 78 290 84 318 90 346 96
235 72 263 78 291 84 319 90 347 97
236 72 264 78 292 85 320 91 348 97
237 72 265 79 293 85 321 91 349 97
238 73 266 79 294 85 322 91 350 97
239 73 267 79 295 85 323 91 351 97
240 73 268 79 296 85 324 92 352 98
241 73 269 79 297 86 325 92 353 98
242 74 270 80 298 86 326 92 354 98
243 74 271 80 299 86 327 92 355 98
244 74 272 80 300 86 328 92 356 99
245 74 273 80 301 86 329 93 357 99
246 74 274 81 302 87 330 93 358 99
247 75 275 81 303 87 331 93 359 99
248 75 276 81 304 87 332 93 360 99
249 75 277 81 305 87 333 94 361 100
250 75 278 81 306 88 334 94 362 100
251 76 279 82 307 88 335 94 363 100
252 76 280 82 308 88 336 94 364 100
253 76 281 82 309 88 337 94 365 100

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Endorsement Effective 04/30/12
Insured JC Sales

Insurance Company
California Insurance Company

(Ed. 01-12)

PolicyNo. 73-853940-01-01
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WC 000422 A
WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

TERRORISM RISK INSURANCE PROGRAM REAUTHORIZATION ACT DISCLOSURE ENDORSEMENT

This endorsement addresses the requirements of the Terrorism Risk Insurance Act of 2002 as amended and extended by
the Terrorism Risk Insurance Program Reauthorization Act of 2007. It serves to notify you of certain limitations under the
Act, and that your insurance carrier is charging premium for losses that may occur in the event of an Act of Terrorism.

Your policy provides coverage for workers compensation losses caused by Acts of Terrorism, including workers compensa-
tion benefit obligations dictated by state law. Coverage for such losses is still subject to ail terms, definitions, exclusions,
and conditions in your policy, and any applicable federal and/or state laws, rules, or regulations.

Definitions
The definitions provided in this endorsement are based on and have the same meaning as the definitions in the Act. If
words or phrases not defined in this endorsement are defined in the Act, the definitions in the Act will apply.

“Act” means the Terrorism Risk Insurance Act of 2002, which took effect on November 26, 2002, and any amendments
thereto resulting from the Terrorism Risk insurance Program Reauthorization Act of 2007.

“Act of Terrorism” means any act that is certified by the Secretary of the Treasury, in concurrence with the Secretary of
State, and the Attorney General of the United States as meeting all of the following requirements:

a. The actis an act of terrorism.
b. Tﬁhe actis violent or dangerous to human life, property or infrastructure.
C. The act resulted in damage within the United States, or outside of the United States in the case of the

premises of United States missions or certain air carriers or vessels.

d. The act has been commiitted by an individual or individuals as part of an effort to coerce the civilian population
of the United States or to influence the policy or affect the conduct of the United States Government by
coercion.

“Insured Loss” means any loss resulting from an act of terrorism (and, except for Pennsylvania, including an act of war, in
the case of workers compensation) that is covered by primary or excess property and casualty insurance issued by an
insurer if the loss occurs in the United States or at the premises of United States missions or to certain air carriers or
vessels.

“Insurer Deductible” means for the period beginning on January 1, 2008, and ending on December 31, 2014, an amount
equal to 20% of our direct earned premiums, over the calendar year immediately preceding the applicable Program Year.

“Program Year” refers to each calendar year between January 1, 2008 and December 31, 2014, as applicable.

Limitation of Liability

The Act limits our liability to you under this policy. If aggregate Insured Losses exceed $100,000,000,000 in a Program
Year and if we have met our Insurer Deductible, we are not liable for the payment of any portion of the amount of Insured
Losses that exceeds $100,000,000,000; and for aggregate Insured Losses up to $100,000,000,000, we will pay only a pro
rata share of such Insured Losses as determined by the Secretary of the Treasury.

(Ed. 09-08) Page 1 of 2
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WC000422A

WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

Policyholder Disclosure Notice

1. Insured Losses would be partially reimbursed by the United States Government. Ifthe aggregate industry
Insured Losses exceeds $100,000,000 in a Program Year, the United States Govemment would pay 85% of
our Insured Losses that exceed our insurer Deductible.

2. Notwithstanding item 1 above, the United States Government will not make any payment under the Act for
any portion of Insured Losses that exceeds $100,000,000,000.

3. The premium charge for the coverage your policy provides for Insured Losses is included in the amount shown
in item 4 of the Information Page or in the Schedule below.

Schedule
State Rate Premium
CA 0.000 0.00
This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.
Endorsement04 /30/12 Effective Policy No.73-853940-01-01 Endorsement No. 6
Insured JC Sales Premium $

Insurance CompanyCalifornia Insurance Company Countersigned by

(Ed. 09-08) Page 2 of 2
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WC000421C
WORKERS COMPENSATION AND EMPLOYERS LIABILITY ISURANCE POLICY

CATASTROPHE (OTHER THAN CERTIFIED ACTS OF TERRORISM)
PREMIUM ENDORSEMENT

This endorsement is notification that your insurance carrier is charging premium to cover the losses that may occur in the
event of a Catastrophe (other than Certified Acts of Terrorism) as that term is defined below. Your policy provides coverage
for workers compensation losses caused by a Catastrophe (other than Certified Acts of Terrorism). This premium charge
does not provide funding for Certified Acts of Terrorism contemplated under the Terrorism Risk Insurance Program Reautho-
rization Act Disclosure Endorsement (WC 00 04 22 A), attached to this policy.

For purposes of this endorsement, the following definitions apply:

Catastrophe (other than Certified Acts of Terrorism): Any single event, resulting from an Earthquake, Noncertified Act
of Terrorism, or Catastrophic Industrial Accident, which results in aggregate workers compensation losses in excess
of $50 miltion.

Earthquake: The shaking and vibration at the surface of the earth resulting from underground movement along a fault
plane or from volcanic activity.

Noncertified Act of Terrorism: An event that is not certified as an Act of Terrorism by the Secretary of Treasury
pursuant to the Terrorism Risk Insurance Act of 2002 (as amended) but that meets all of the following criteria:

a.ltis an act that is violent or dangerous to human life, property, or infrastructure;

b. The act results in damage within the United States, or outside of the United States in the case of the premises
of United States missions or air carriers or vessels as those terms are defined in the Terrorism Risk Insurance Act
of 2002 (as amended); and

c.ltis an act that has been committed by an individual or individuals as part of an effort to coerce the civilian
population of the United States or to influence the policy or affect the conduct of the United States Government by
coercion.

Catastrophic Industrial Accident: A chemical release, large explosion, or small blast that is localized in nature and
affects workers in a small perimeter the size of a building. :

The premium charge for the coverage your policy provides for workers compensation losses caused by a Catastrophe
(other than Certified Acts of Terrorism) is shown in ltem 4 of the Information Page or in the Schedule below.

Schedule
State Rate Premium
CA 0.00 0.00

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Endorsement04/30/12 Effective Policy No.73-853940-01-01  EndorsementNo. 7
Insured JC Sales Premium $

Insurance Company California’ Insurance Company Countersigned by

" (Ed. 09-08)
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WC 040303
WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

OFFICERS AND DIRECTORS COVERAGE / EXCLUSION ENDORSEMENT-CALIFORNIA

If the employer named in item 1 of the Information Page is a private corporation whose officers and directors are the sole

shareholders, this policy applies to all such officers and directors, as employees, except those excluded below or named
as excluded in item 4 of the Information Page.

Officers and Directors Excluded Title
James Shim Chairman - 80% ownership
K. Kenneth Suh President - 20% ownership

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Endorsement Effective 04/30/12

PolicyNo. 73-853940-01-01 Endorsement No. 8
Insured JC Sales

Premium 0.00

Insurance Company Countersigned by
California Insurance Company

(Ed. 1-85)
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WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

WC 89 06 00 B

The following item(s)

OO00xXOOOO0O

IS CHANGED TO READ:

POLICY INFORMATION PAGE ENDORSEMENT

Insured’s Name (WC 89 06 01)

Policy Number (WC 89 06 02)

Effective Date (WC 89 06 03)

Expiration Date (WC 89 06 04)

Insured’s Mailing Address (WC 89 06 05)
Experience Modification (WC 89 04 06)
Producer's Name (WC 89 06 07)

Change in Workplace of Insured (WC 89 06 08)

Insured’s Legal Status (WC 89 06 10)

CA Experience Modification: 1.9700 effective 04/30/12 - 04/29/13

*ltem 4. Change to: PER ENDORSEMENT 2 FORM WC174

Ogoooooooood

Item 3.A. States (WC 89 06 11)

item 3.B. Limits (WC 89 06 12)

Item 3.C. States (WC 89 06 13)

Item 3.D. Endorsement Numbers (WC 89 06 14)

Item 4.* Class, Rate, Other (WC 89 04 15)

Interim Adjustment of Premium (WC 89 04 16)

Carrier Servicing Office (WC 89 06 17)
Interstate/Intraststate Risk 1.D. Number (WC 89 06 18)
Carrier Number (WC 89 06 19)

Issuing Agency/Producer Office Address (WC 89 06 25)
(AL, AZ, AR, DC, FL, ID, IL, KS, MD, NH, TN, UT - only)

Classifications

Code
No.

Premium Basis

Total Estimated
Annual Rate Per $100

Remuneration of Remuneration

Estimated
Annual Premium

Minimum Premium $

Total Estimated Annual Premium $

Deposit Premium $

Al other items and conditions of this policy remain unchanged.

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Policy Effective 04/30/12

Endorsement Effective 04/30/12

Insured JC Sales

Insurance Company California Insurance Company
NCCI Carrier Code 22358

(Ed. 7-87)
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PolicyNo. 73-853940-01-01 EndorsementNo. 9

Premum 0. 00

Countersigned by




WC 8906008
WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

POLICY INFORMATION PAGE ENDORSEMENT

The following item(s)

] Insured’s Name (WC 89 06 01) ] jtem 3.A. States (WC 89 06 11)
] Policy Number (WC 89 06 02) ] ttem 3.B. Limits (WC 89 0612)
] Effective Date (WC 89 06 03) ] Item 3.C. States (WC 89 06 13)
] Expiration Date (WC 89 06 04) ] ltem 3.D. Endorsement Numbers (WC 89 06 14)
] Insured’s Mailing Address (WC 89 06 05) ltem 4.* Class, Rate, Other (WC 89 04 15)
|:| Experience Modification (WC 89 04 06) |:| Interim Adjustment of Premium .(WC 89 04 16)
|:| Producer's Name (WC 89 06 07) |:| Carrier Servicing Office (WC 89 06 17)
D Change in Workplace of Insured (WC 89 06 08) D Interstate/Intraststate Risk I.D. Number (WC 89 06 18)
] insured's Legal Status (WC 89 06 10) ] Carrier Number (WC 89 06 19)
|:| Issuing Agency/Producer Office Address (WC 89 06 25)
(AL, AZ, AR, DC, FL, ID, IL, KS, MD, NH, TN, UT - only)
IS CHANGED TO READ:

Add Code: CA8742

*ltem 4. Change to: PER ENDORSEMENT 2 FORMWC174

Premium Basis
Total Estimated
Code Annual Rate Per $100 Estimated

Classifications No. Remuneration of Remuneration Annual Premium

Total Estimated Annual Premium $

Minimum Premium $ Deposit Premium $

All other items and conditions of this policy remain unchanged.

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Policy Effective 04/30/12

Endorsement Effective 04/30/12 PolicyNo. 73-853940-01-01 Endorsement No. 10
Insured JC Sales Premium 0 .00
Insurance Company California Insurance Company Countersigned by

NCCI CarrierCode 22358

(Ed. 7-87)
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WC 8906008
WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

POLICY INFORMATION PAGE ENDORSEMENT

The following item(s)

[[]  insured’s Name (WC 89 06 01) [] Item 3.A. States (WG 89 06 11)
[] Policy Number (WC 89 06 02) [] ftemn 3.B. Limits (WC 89 06 12)
[] Effective Date (WC 89 06 03) [] ftem 3.C. States (WC 89 06 13)
[] Expiration Date (WC 89 06 04) [] ltem 3.D. Endorsement Numbers (WC 89 06 14)
[[]  Insured's Mailing Address (WC 89 06 05) ] ltem 4.* Class, Rate, Other (WC 89 04 15)
D Experience Modification (WC 89 04 06) D Interim Adjustment of Premium (WC 89 04 16)
] Producer's Name (WC 89 06 07) ] Carrier Servicing Office (WC 89 06 17)
Change in Workplace of Insured (WC 89 06 08) ] Interstate/Intraststate Risk 1.D. Number (WC 89 06 18)
[] Insured’s Legal Status (WC 89 06 10) ] Carrier Number (WC 89 06 19)
I:] Issuing Agency/Producer Office Address (WC 89 06 25)
(AL, AZ, AR, DC, FL, ID, IL, KS, MD, NH, TN, UT - only)
IS CHANGED TOREAD:;
Remove Workplace of Insured: The, Inc. 6600 Bandini Blvd, Commerce, CA 90
*ltem 4. Change to: PER ENDORSEMENT 2 FORMWC174
Premium Basis
Total Estimated
Code Annual Rate Per $100 Estimated
Classifications No. Remuneration of Remuneration Annual Premium
Total Estimated Annual Premium $
Minimum Premium $ Deposit Premium $

All other items and conditions of this policy remain unchanged.

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Policy Effective 04/30/12

Endorsement Effective 01/01/13 Policy No. 73-853940-01-01 Endorsement No. 11
Insured JC Sales Premium 0.00
Insurance Company California Insurance Company Countersigned by

NCClCarrierCode 22358

(Ed.7-87)
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wC 8906008

WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

POLICY INFORMATION PAGE ENDORSEMENT

The following item(s)

Insured’'s Name (WC 89 06 01)

Policy Number (WC 89 06 02)

Effective Date {WC 89 06 03)

Expiration Date (WC 89 06 04)

Insured’s Mailing Address {(WC 89 06 05}
Experience Modification (WC 89 04 06)
Producer’s Name (WC 89 06 07)

Change in Workplace of Insured (WC 89 06 08)

MNOOOOOOX

Insured's Legal Status (WC 89 06 10)

IS CHANGED TO READ:

Add Insured Operating Name: International Distributors
Add Insured Legal Name: Karis, Inc.

DOoo0oxXxOOO0O

Add Workplace of Insured: 6600 Bandini Blvd , Commerce, CA S30040-3302

Legal Status: Corporation
Add Insured FEIN: 364717833

*Item 4. Change to: PER ENDORSEMENT 2 FORM WC174

ltem 3.A. States (WC 89 06 11)

Item 3.B. Limits (WC 89 06 12)

ltem 3.C. States (WC 89 06 13)

ltem 3.D. Endorsement Numbers (WC 89 06 14)

ltem 4.* Class, Rate, Other (WC 89 04 15)

Interim Adjustment of Premium (WC 89 04 16)

Carrier Servicing Office (WC 89 06 17)
Interstate/Intraststate Risk |.D. Number (WC 89 06 18)
Carrier Number (WC 89 06 19)

Issuing Agency/Producer Office Address (WC 89 06 25)
(AL, AZ, AR, DC, FL, ID, IL, KS, MD, NH, TN, UT - only)

Classifications

Code
No.

Premium Basis
Total Estimated
Annual
Remuneration

Rate Per $100
of Remuneration

Estimated
Annual Premium

Minimum Premium $

Total Estimated Annual Premium $

Deposit Premium $

Ali other items and conditions of this policy remain unchanged.

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Policy Effective 04/30/12

Endorsement Effective 01/01/13
Insured JC Sales

Insurance Company California Insurance Company
NCCl CamierCode 22358

(Ed.7-87)

PolicyNo. 73-853940-01-01
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EndorsementNo. 12
Premium 0. 00

Countersigned by




WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

WC 8906008

POLICY INFORMATION PAGE ENDORSEMENT

The following item(s)

Insured’s Name (WC 89 06 01)

Policy Number (WC 89 06 02)

Effective Date (WC 89 06 03)

Expiration Date (WC 89 06 04)

Insured’s Mailing Address (WC 89 06 05)
Experience Modification (WC 89 04 06)
Producer’'s Name (WC 89 06 07)

Change in Workplace of Insured (WC 89 06 08)

Insured’s Legal Status (WC 89 06 10)

OO0O0XOO0O0O00O0

IS CHANGED TO READ:
CA Experience Modification: 1.8900 effective 04/30/12 - 04/29/13

*Item 4. Change to: PER ENDORSEMENT 2 FORMWC174

0d

ODOoooogod

Item 3.A. States (WC 89 06 11)

Item 3.B. Limits (WC 89 06 12)

Item 3.C. States (WC 89 06 13)

Item 3.D. Endorsement Numbers (WC 89 06 14)

Item 4.* Class, Rate, Other (WC 89 04 15)

Interim Adjustment of Premium (WC 89 04 16)

Carrier Servicing Office (WC 89 06 17)
Interstate/intraststate Risk [.D. Number (WC 89 06 18)
Carrier Number (WC 89 06 19)

Issuing Agency/Producer Office Address (WC 89 06 25)
(AL, AZ, AR, DC, FL, ID, IL, KS, MD, NH, TN, UT - only)

Code
Classifications No.

Premium Basis

Total Estimated
Annual Rate Per $100

Remuneration of Remuneration

Estimated
Annual Premium

Total Estimated Annual Premium $

Minimum Premium $

Deposit Premium $

All other items and conditions of this policy remain unchanged.

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Policy Effective 04/30/12

Endorsement Effective 04 /30/12 PolicyNo. 73-853940-01-01 EndorsementNo. 13

Insured JC Sales

Insurance Company California Insurance Company
NCClCarrierCode 22358

(Ed.7-87)

74

Premium 0.00

Countersigned by




NOTICE TO POLICYHOLDER PN AU 99 05
Loss Control Consultation Services

California law (L.abor Code Section 6354.5) requires workers’ compensation insurers to maintain and provide
occupational safety and health loss control consultation services to insured policyholder places of employment
that may pose hazards. We are committed to helping our California employers provide safe and healthy work-
places for their employees through loss control services appropriate to their individual businesses. This notice
is provided to you as one of our policyholders and describes our loss control consultation services which are
available upon request at no additional cost to you.

WORKPLACE SURVEY

We can conduct a survey of your operations to identify safety and health hazards, and existing physical and
management controls of those hazards, that have the potential to affect the frequency and severity of work
place injuries and illnesses. When hazards are noted, we will provide you with written training materials ad-
dressing them. Included with the survey is an evaluation of your loss control management program including
discussions with management and where appropriate hon-management personnel with permission of the
employer.

REVIEW OF INJURY RECORDS

We can assist you by analyzing employee accidents and previous loss experience to identify underlying acci-
dent causes. A review of loss records with appropriate personnel can help identify those factors most related to
the specific loss you have experienced.

DEVELOPMENT OF PLAN

We can assist you in developing a comprehensive safety and health program to minimize workplace accidents,
including, where appropriate, modifications to your Section 3203 Employer Injury and lliness Prevention Pro-
gram if needed to address concerns in the plan to improve your loss control experience.

ADDITIONAL SERVICES

We make additional Loss Control services available that are not required under California law to assist you with
your loss prevention efforts. Some of those services and materials are described below.

QSHA Training Materials Sample Safety Programs
On-Site Audit Sample Drug Testing Program
Recordkeeping Forms Safety Meetings

To obtain these services please send a request in writing to:
Applied Underwriters

P.O. Box 3646

Omaha, Nebraska 68103

Workers’ compensation insurance policy holders may direct questions or complaints about the insurer’s loss
control consultation services by contacting : State of California, Department of Industrial Relations, Loss
Control Services Coordinator, The Commission on Health, Safety & Workers’ Compensation, 1515 Clay Street,
Room 901, Oakland, CA 94612 (510) 622-3959.
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(Ed. 5-02)

POLICYHOLDER NOTICE

California Workers’ Compensation
Insurance Rating Laws

Pursuant to Section 11752.8 of the California Insurance Code, we are providing you with an explanation of the
California workers’ compensation rating laws.

1.

We establish our own rates for workers’ compensation. Our rates, rating plans, and related information are filed
with the insurance commissioner and are open for public inspection.

The insurance commissioner can disapprove our rates, rating plans, or classification only if he or she has
determined after public hearing that our rates might jeopardize our ability to pay claims or might create a monopoly
in the market. Amonopoly is defined by law as a market where one insurer writes 20% or more of that part of the
California workers’ compensation insurance that is not written by the State Compensation Insurance Fund. If the
insurance commissioner disapproves our rates, rating plans, or classifications, he or she may order an increase in
the rates applicable to outstanding policies.

Rating organizations may develop pure premium rates that are subject to the insurance commissioner’s approval.
A pure premium rate reflects the anticipated cost and expenses of claims per $100 of payroll for a given
classification. Pure premium rates are advisory only, as we are not required to use the pure premium rates
developed by any rating organization in establishing our own rates.

We must adhere to a single, uniform experience rating plan. If you are eligible for experience rating under the plan,
we will be required to adjust your premium to reflect your claim history. A better claim history generalily results in a
lower experience rating modification; more claims, or more expensive claims, generally result in a higher
experience rating modification. The uniform experience rating plan, which is developed by the insurance rating
organization designated by the insurance commissioner, is subject to approval by the insurance commissioner.

A standard classification system, developed by the insurance rating organization designated by the insurance
commissioner, is subject to approval by the insurance commissioner. The standard classification system is a
method of recognizing and separating policyholders into industry or occupational groups according to their
similarities and/or differences. We can adopt and apply the standard classification system or develop and apply
our own classification system, provided we can report the payroll, expenses, and other costs of claims in a way
that is consistent with the uniform statistical plan or the standard classification system.

Our rates and classifications may not violate the Unruh Civil Rights Act or be unfairly discriminatory.
We will provide an appeal process for you to appeal the way we rate your insurance policy. The process requires

us to respond to your written appeal within 30 days. If you are not satisfied with the result of your appeal, you may
appeal our decision to the insurance commissioner.

CALIFORNIA WORKERS’ COMPENSATION INSURANCE
NOTICE OF NONRENEWAL

Section 11664 of the California Insurance Code required us, in most instances, to provide you with a notice of
nonrenewal. Except as specified in paragraphs 1 through 6 below, if we elect to nonrenew your policy, we are required
to deliver or mail to you a written notice stating that reason or reasons for the nonrenewal of the policy. The notice is
required to be sent to you no earlier than 120 days before the end of the policy period and no later than 30 days before
the end of the policy period. If we fail to provide you the required notice, we are required to continue the coverage
under the policy with no change in the premium rate until 60 days after we provide you with the required notice.

1of2
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(Ed. 5-02)

We are not required to provide you with a notice of nonrenewal in any of the following situations:

1.

Your policy was transferred or renewed without a change in its terms or conditions or the rate on which the
premium is based to another insurer or other insurers who are members of the same insurance group as us.

The policy was extended for 90 days or less and the required notice was given prior to the extension.

You obtained replacement coverage or agreed, in writing, within 60 days of the termination of the policy, to obtain
that coverage.

The policy is for a period of no more than 60 days and you were notifed at the time of the issuance that it may not be
renewed.

You requested a change in the terms or conditions or risks covered by the policy within 60 days prior to the end of
the policy period.

We made a written offer to you to renew the policy at a premium rate increase of less than 25 percent.

(A) If the premium rate in your governing classification is to be increased 25 percent or greater and we intend to
renew the policy, we shall provide a written notice of a renewal offer not less than 30 days prior to the policy
renewal date. The governing classification shall be determined by the rules and regulations established in
accordance with California Insurance Code Section 11750.3(c).

(B) For purposes of this Notice, “premium rate” means the cost of insurance per unit of exposure prior to the
application of individual risk variations based on loss or expense considerations such as scheduled rating and
experience rating.

This notice does not change the policy to which it is attached.

20f2
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WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

POLICYHOLDER NOTICE

CALIFORNIAINSURANCE GUARANTEE ASSOCIATION (CIGA) SURCHARGE

Companies writing property and casualty insurance business in California are required to participate in the California
Insurance Guarantee Association. If a company becomes insolvent, the California Insurance Guarantee Association

settles unpaid claims and assesses each insurance company for its fair share.

California law requires all companies to surcharge policies to recover these assessments. [f your policy is surcharged,
“CA Surcharge” or “CA Surcharge (CIGA Surcharge)” with an amount will be displayed on your premium notice.

This notice does not change the policy to which it is attached.

This endorsement changes the policy to which itis attached and is effective on the date issued unless otherwise stated.

PolicyNo. 73-853940-01-01 EndorsementNo. 102

Endorsement Effective 04/30/12
Premium

Insured JC Sales

Insurance Company Countersigned by

California Insurance Company

(Ed 12-01)
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PN 000001
WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

SHORT RATE CANCELATION POLICYHOLDER NOTICE

Subject to individual State Regulations, the cancelation condition in the Standard Policy WC 00 00 00 A-Part Five
Premium, E. Final Premium, states that if this policy is canceled by you, the final premium will be more than pro rata; it
will be based on the time this policy was in force, and increased by our short rate cancelation table and procedure.
Final premium will not be less than the minimum premium.

In applicable States, the final premium will be calculated as follows based on the standard Short Rate Cancelation Table
attached to this policyholder notice:

The premium for the canceled policy will be calculated using the Short Rate Cancelation
Table. We will use the short-rate percentage as follows:

1. Determine the payroll developed during the period the policy was in
effect.
2. Determine the full policy payroll by using the following formula:

number of days for which the policy was written
x Actual
number of days the policy was in effect Payrol

3. Apply authorized rates to such payroll

4. Calculate the extended number of days by using the following
formula. Ifthe policy was written for a one-year period, the extended
number of days is the number of days the policy was in effect:

number of days the policy was in effect

x365
number of days for which the policy was written

5. Based on the extended number of days, apply the short rate percent-
age shown in the Short Rate Cancelation Table to the full policy pre-
mium calculated in step 3. This result is the short-rate portion of the

premium.
6. If applicable:

* Apply any pricing programs

* Apply any experience rating modification

* Apply any premium discount based on the final earned total
standard premium

* Add the short rate portion of the expense constant but not
less than $15

* Apply catastrophe provisions based on the earned manual
premium

7. The total earned premium for the short-rate canceled policy will not be
less than the annual minimum premium applicable to the policy.

(Ed.5-10) Page10f3
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WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

PN 000001

SHORT RATE CANCELATION POLICYHOLDER NOTICE
SHORT RATE CANCELATION TABLE

Days in Policy} Short Rate |Days in Policy] Short Rate |Days in Policy| Short Rate |Days in Policy| Short Rate |Days in Policy] Short Rate
Period Percentages Period Percentages Period Percentages Period Percentages Period Percentages
1 5% 46 23% 91 35% 136 48% 181 60%
2 6 47 23 92 36 137 48 182 60
3 7 48 24 93 36 138 48 183 61
4 7 49 24 94 36 139 49 184 61
5 8 50 24 95 37 140 49 185 61
6 8 51 24 96 37 141 49 186 61
7 9 b2 25 97 37 142 49 187 61
8 9 53 25 98 37 143 50 188 62
9 10 54 25 99 38 144 50 189 62
10 10 55 26 100 38 145 50 190 62
11 11 56 26 101 38 146 50 191 62
12 1 57 26 102 38 147 51 192 63
13 12 58 26 103 39 148 51 193 63
14 12 59 27 104 39 149 51 194 63
15 13 60 27 105 39 150 52 195 63
16 13 61 27 106 40 151 52 196 63
17 14 62 27 107 40 152 b2 197 64
18 14 63 28 108 40 153 52 198 64
19 15 64 28 109 40 154 53 199 64
20 15 65 28 110 41 155 53 200 64
21 16 66 29 111 41 156 53 201 65
22 16 67 29 112 4 157 54 202 65
23 17 68 29 113 41 158 54 203 65
24 17 69 29 114 42 159 54 204 65
25 17 70 30 115 42 160 54 205 65
26 18 71 30 116 42 161 55 206 66
27 18 72 30 117 43 162 55 207 66
28 18 73 30 118 43 163 55 208 66
29 18 74 31 119 43 164 55 209 66
30 19 75 31 120 43 165 56 210 67
31 19 76 31 121 44 166 56 211 67
32 19 77 32 122 44 167 56 212 67
33 20 78 32 123 44 168 57 213 67
34 20 79 32 124 44 169 57 214 67
35 20 80 32 125 45 170 57 215 68
36 20 81 33 126 45 171 57 216 68
37 21 82 33 127 45 172 58 217 68
38 21 83 33 128 46 173 58 218 68
39 21 84 34 129 46 174 58 219 69
40 21 85 34 130 46 175 58 220 69
41 22 86 34 131 46 176 59 221 69
42 22 87 34 132 47 177 59 222 69
43 22 88 35 133 47 178 59 223 69
44 23 89 35 134 47 179 60 224 70
45 23 90 35 135 47 180 60 225 70
(Ed.5-10) Page 2 of 3
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WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

PN 00 00 01

SHORT RATE CANCELATION POLICYHOLDER NOTICE
SHORT RATE CANCELATION TABLE

Days in Policy] Short Rate |Daysin Policy] Short Rate |Daysin Policy| Short Rate |Days in Policy] Short Rate |Daysin Policy] Short Rate
Period Percentages Period Percentages Period Percentages Period Percentages Period Percentages
226 70% 254 76% 282 82% 310 88% 338 95%
227 70 255 76 283 83 311 89 339 95
228 70 256 77 284 83 312 89 340 95
229 71 257 77 285 83 313 89 341 95
230 71 258 77 286 83 314 89 342 95
231 7 259 77 287 83 315 90 343 96
232 71 260 77 288 84 316 90 344 96
233 72 261 78 289 84 317 90 345 96
234 72 262 78 290 84 318 90 346 96
235 72 263 78 291 84 319 90 347 97
236 72 264 78 292 85 320 91 348 97
237 72 265 79 293 85 321 91 349 97
238 73 266 79 294 85 322 9 350 97
239 73 267 79 295 85 323 91 351 97
240 73 268 79 296 85 324 92 352 98
241 73 269 79 297 86 325 92 353 98
242 74 270 80 298 86 326 92 354 98
243 74 271 80 299 86 327 92 355 98
244 74 272 80 300 86 328 92 356 99
245 74 273 80 301 86 329 93 357 99
246 74 274 81 302 87 330 93 358 99
247 75 275 81 303 87 331 93 359 99
248 75 276 81 304 87 332 93 360 99
249 75 277 81 305 87 333 94 361 100
250 75 278 81 306 88 334 94 362 100
251 76 279 82 307 88 335 94 363 100
252 76 280 82 308 88 336 94 364 100
253 76 281 82 309 88 337 94 365 100
Insured JC Sales

PolicyNo. 73-853940-01-01

Insurance Company California Insurance Company

(Ed.5-10)

Page 3 of 3
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POLICYHOLDER NOTICE
YOUR RIGHT TO RATING AND DIVIDEND INFORMATION
INFORMATION AVAILABLE TO YOU

Information Available from Us - California Insurance Company
General questions regarding your policy should be directed to California Insurance Company.

DIVIDEND CALCULATION. If this is a particular policy (a policy on which a dividend may be paid), upon payment or
non-payment of a dividend, we shall provide a written explanation to you that sets forth the basis of the dividend
calculation. The explanation will be in clear, understandable language and will express the dividend as a dollar amount
and as a percentage of the earned premium for the policy year on which the dividend is calculated.

CLAIMS INFORMATION. Pursuant to Sections 3761 and 3762 of the California Labor Code, you are entitled to receive
information in our claim files that affects your premium. Copies of documents will be supplied at your expense during
reasonable business hours.

For claims covered under this policy, we will estimate the uitimate cost of unsettled claims for statistical purposes
eighteen months after the policy becomes effective and will report those estimates to the Workers’ Compensation
Insurance Rating Bureau of California (WCIRB) no later than twenty months after the policy becomes effective. The cost
of any settled claims will also be reported at that time. At twelve-month intervals thereafter, we will update and report to
the WCIRB the estimated cost of any unsettled claims and the actual final cost of any claims settled in the interim. The
amounts we report will be used by the WCIRB to compute your experience modification if you are eligible for experience
rating.

Information Available from the Workers’ Compensation Insurance Rating Bureau of California

The WCIRB is a licensed rating organization and the California Insurance Commissioner’s designated statistical agent.
As such, the WCIRB is responsible for administering the California Workers’ Compensation Uniform Statistical Reporting
Plan -1995 (USRP) and the California Workers’ Compensation Experience Rating Plan-1995 (ERP). Contact
information for the WCIRB is: WCIRB, 525 Market Street, Suite 800, San Francisco, California 94105-2767, Attention:
Customer Service. You may also contact WCIRB Customer Service at 1-888-229-2472, by fax at 415-778-7272, or via
the Internet at the WCIRB's website: http:.//www.wcirbonline.org. The regulations contained in the USRP and the ERP are
available for public viewing through the WCIRB's website.

POLICYHOLDER INFORMATION. Pursuant to California Insurance Code (CIC) Section 11752.6, upon written request,
you are entitled to information relating to loss experience, claims, classification assignments, and policy contracts as well
as rating plans, rating systems, maual rules, or other information impacting your premium that is maintained in the
records of the WCIRB. Complaints and Requests for Action requesting policyholder information should be forwarded to:
WCIRB, 525 Market Street, Suite 800, San Francisco, California 94105-2767, Attention: Custodian of Records. The
Custodian of Records can be reached by telephone at 415-777-0777 and by fax at 415-778-7272.

EXPERIENCE RATING FORM. Each experience rated risk may receive a single copy of its current Experience
Rating Form free of charge by completing a Policyholder Rate Sheet Request Form on the WCIRB’s website at
http://wcirbonline.org/ratesheet. The Experience Rating Form will include a Loss-Free Rating, which is the experi-
ence modification that would have been calculated if $0 (zero) actual losses were incurred during the experience
period. This hypothetical rating calculation is provided for informational purposes only.

DISPUTE PROCESS
You may dispute our actions or the actions of the WCIRB pursuant to CIC Sections 11737 and 11753.1.
Our Dispute Resolution Process.

If you are aggrieved by our decision adopting a change in a classification assignment that results in increased premium,
or by the application of our rating system to your workers’ compensation insurance, you may dispute these matters with
us. If you are dissatisfied with the outcome of the initial dispute with us, you may send us a written Complaint and
Request for Action as outlined below.

You may send us a written Complaint and Request for Action requesting that we reconsider a change in a classification
assignment that results in an increased premium and/or requesting that we review the manner in which our rating system
has been applied in connection with the insurance afforded or offered you. Written Complaints and Requests for Action
should be forwarded to: California Insurance Company, P.O. Box 281900, San Francisco, CA 94128-1900, Phone
No. (877) 234-4450; Fax No. (415) 508-0374.
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Atter you send your Complaint and Request for Action, we have 30 days to send you a written notice indicating whether
or not your written request will be reviewed. If we agree to review your request, we must conduct the review and issue a
decision granting or rejecting your request within 60 days after sending you the written notice granting review. If we
decline to review your request, if you are dissatisfied with the decision upon review, or if we fail to grant or reject your
request or issue a decision upon review, you may appeal to the insurance commissioner as described in paragraph 11.C.,

below.

B. Disputing the Actions of the WCIRB. If you have been aggrieved by any decision, action, or omission to act of the
WCIRB, you may request, in writing, that the WCIRB reconsider its decision, action, or omission to act. You may also request,
in writing, that the WCIRB review the manner in which its rating system has been applied in connection with the insurance afforded
or offered you. For requests related to classification disputes, the reporting of experience, or coverage issues, your initial request
for review must be received by the WCIRB within 12 months after the expiration date of the policy to which the request for
review pertains, except if the request involves the application of the Revision of Losses rule. For requests related to your
experience modification, your initial request for review must be received by the WCIRB within 6 months after the issuance, or 12
months after the expiration date, of the experience modification to which the request for review pertains, whichever is later, except
if the request for review involves the application of the Revision of Losses rule. if the request involves the Revision of Losses rule,
the time fo state your appeal may be longer. (See Section VI, Rule 14 of the ERP).

You may commence the review process by sending the WCIRB a written Inquiry. Written Inquiries should be sent to:
WCIRB, 525 Market Street, Suite 800, San Francisco, Califomia 94105-2767, Attention: Customer Service. Customer
Service can be reached by telephone at 1-888-229-2472, and by fax at 415-778-7272.

If you are dissatisfied with the WCIRB's decision upon an Inquiry, or if the WCIRB fails to respond within 90 days after receipt of
the Inquiry, you may pursue the subject of the Inquiry by sending the WCIRB a written Complaint and Request for Action. After you
send your Complaint and Request for Action, the WCIRB has 30 days to send you written notice indicating whether or not your
written request will be reviewed. If the WCIRB agrees to review your request, it must conduct the review and issue a decision
granting or rejecting your request within 60 days after sending you the written notice granting review. If the WCIRB declines to
review your request, if you are dissatisfied with the decision upon review, or if the WCIRB fails to grant or reject your request
or issue a decision upon review, you may appeal to the insurance commissioner as described in paragraph Il .C., below. Written
Complaints and Requests for Action should be forwarded to: WCIRB, 525 Market Street, Suite 800, San Francisco, Califomia
94105-2767, Attention: Complaints and Reconsiderations. The WCIRB's telephone number is 1-888-229-2472, and the
fax number is 415-371-5204.

C. California Department of Insurance - Appeals to the Insurance Commissioner. If, after you follow the appropriate
dispute resolution process described above, we or the WCIRB decline to review your request, if you are dissatisfied with
the decision upon review, or if we or the WCIRB fail to grant or reject your request or issue a decision upon review, you
may appeal to the insurance commissioner pursuant to CIC Sections 11737, 11752.6, 11753.1 and Title 10, California
Code of Regulations, Section 2509.40 et seq. You must file your appeal within 30 days after we or the WCIRB send you
the notice rejecting review of your Complaint and Request for Action or the decision upon your Complaint and Request for
Action. If no written decision regarding your Complaint and Request for Action is sent, your appeal must be filed within
120 days after you sent your Complaint and Request for Action to us or to the WCIRB. The filing address for all appeals
to the insurance commissioner is:

Administrative Hearing Bureau
California Department of Insurance
45 Fremont Street, 22nd Floor
San Francisco, California 94105

You have the right to a hearing before the insurance commissioner, and our action, or the action of the WCIRB, may be
affirmed, modified, or reversed.

111 RESOURCES AVAILABLE TO YOU IN OBTAINING INFORMATION AND PURSUING DISPUTES

A. Policyholder Ombudsman. Pursuant to California Insurance Code Section 11752.6, a policyholder ombudsman is
available at the WCIRB to assist you in obtaining and evaluating the rating, policy, and claims information referenced in
LA. and |.B., above. The ombudsman may advise you on any dispute with us, the WCIRB, or on an appeal to the
insurance commissioner pursuant to Section 11737 of the Insurance Code. The address of the policyholder ombudsman
is WCIRB, 525 Market Street, Suite 800, San Francisco, California 94105-2767, Attention: Policyholder Ombudsman.
The policyholder ombudsman can be reached by telephone at 415-778-7159 and by fax at 415-371-5288.

B. California Department of Insurance - Information and Assistance. Information and assistance on policy questions
can be obtained from the Department of Insurance Consumer HOTLINE, 1-800-927-HELP (4357) or
http://www.insurance.ca.gov. For questions and correspondence regarding appeals to the Administrative Hearing Bureau,
see the contact information in paragraph 11.C.

This notice does not change the policy to which it is attached.
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California Insurance Company

10825 Oid Mill Road
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WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY
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IMPORTANT: This Quick Reference is not part of the Workers Compensation and Employers Liability
Policy and does not provide coverage. Refer to the Workers Compensation and Employers
Liabitity policy itself for actual contractual provisions.

Policyholders seeking information regarding coverage, or for assistance in resolving complaints
can contact the Company by phone at 877-234-4420.

PLEASE READ THE WORKERS COMPENSATION AND EMPLOYERS LIABILITY POLICY CAREFULLY.
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WORKERS COMPENSATION AND

EMPLOYERS LIABILITY INSURANCE POLICY

In return for the payment of the premium and subject to all terms of this policy, we agree with you as follows:

GENERAL SECTION

The Policy

This policy includes at its effective date the Informa-
tion Page and all endorsements and schedules list-
ed there. It is a contract of insurance between you
{the employer named in ftem 1 ofthe Information Page)
and us (the insurer named on the Information Page).
The only agreements relating to this insurance are stated
in this policy. The terms of this policy may not be
changed or waived except by endorsement issued by
us to be part of this policy.

. Who s Insured

You are insured if you are an employer named in ltem
1 of the Information Page. If that employer is a part-
nership, and if you are one of its partners, you are
insured, but only in your capacity as an employer of
the partnership’s employees.

Workers Compensation Law

Workers Compensation Law means the workers or

workmen’s compensation law and occupational dis-
ease law of each state or territory named in ltem
3.A. of the Information Page. Itincludes any amend-
ments to that law which are in effect during the policy
period. Itdoes notinclude any federal workers or work-
men’s compensation law, any federal occupational
disease law or the provisions of any law that provide
nonoccupational disability benefits.

. State

State means any state of the United States of Ameri-
ca, and the District of Columbia.

Locations

This policy covers all of your workplaces listed in
items 1 or 4 of the Information Page; and it covers
all other workplaces in ltem 3.A. states unless you
have other insurance or are self-insured for such
workplaces.

PART ONE - WORKERS COMPENSATION INSURANCE

How This Insurance Applies

This workers compensation insurance applies to
bodily injury by accident or bodily injury by disease.
Bodily injury includes resulting death.

1. Bodily injury by accident must occur during the
policy period.

2. Bodily injury by disease must be caused or ag-
gravated by the conditions of your employment.
The employee’s last day of last exposure to the
conditions causing or aggravating such bodily in-
jury by disease must occur during the policy
period.

. We Will Pay

We will pay promptly when due the benefits required
of you by the workers compensation law.

. We Will Defend

We have the right and duty to defend at our expense
any claim, proceeding or suit against you for benefits
payable by this insurance. We have the right to in-
vestigate and settle these claims, proceedings or
suits.

We have no duty to defend a claim, proceeding or
suit that is not covered by this insurance.
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D. We Will Also Pay

We will also pay these costs, in addition to other.
amounts payable under this insurance, as part of any
claim, proceeding or suit we defend:

1. reasonable expenses incurred at our request, but
not loss of earnings;

2. premiums for bonds to release attachments and
for appeal bonds in bond amounts up to the
amount payable under this insurance;

3. litigation costs taxed against you;

4. intereston ajudgement as required by law until
we offer the amount due under this insurance;
and

5. expenses we incur.

Other Insurance

We will not pay more than our share of benefits and
costs covered by this insurance and other insurance
or self-insurance. Subject to any limits of liability that
may apply, all shares will be equal until the loss is
paid. If any insurance or self-insurance is exhaust-
ed, the shares of all remaining insurance will be equal
until the loss is paid.

CIC-WC-07/01/111
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F. Payments You Must Make

You are responsible for any payments in excess of
the benefits regularly provided by the workers com-
pensation faw including those required because:

1. of your serious and willful misconduct;

2. you knowingly employ an employee in violation
of law;

3. you fail to comply with a health or safety law or
regulation; or

4. youdischarge, coerce or otherwise discriminate
against any employee in violation of the workers
compensation law.

If we make any payments in excess of the benefits
regularly provided by the workers compensation law
on your behalf, you will reimburse us promptly.

. Recovery From Others

We have your rights, and the rights of persons enti-
tled to the benefits of this insurance, to recover our
payments from anyone liable for the injury. You will
do everything necessary to protect those rights for
us and to help us enforce them.

. Statutory Provisions

These statements apply where they are required by
law. ‘

1. Asbetween aninjured worker and us, we have

notice of the injury when you have notice.

2. Your default or the bankruptcy or insolvency of
you or your estate will not relieve us of our duties
under this insurance after an injury occurs.

3. We are directly and primarily liable to any per-
son entitled to the benefits payable by this insur-
ance. Those persons may enforce our duties; so
may an agency authorized by law. Enforcement
may be against us or against you and us.

4. Jurisdiction over you is jurisdiction over us for
purposes of the workers compensation law. We
are bound by decisions against you under that
law, subject to the provisions of this policy that
are not in conflict with that law.

5. Thisinsurance conforms to the parts of the work-
ers compensation law that apply to:

a. benefits payable by this insurance;

b. specialtaxes, paymentsinto security or other
special funds, and assessments payable by
us under that law.

6. Terms of this insurance that conflict with the
workers compensation law are changed by this
statement to conform to that faw.

Nothing in these paragraphs relieves you of your
duties under this policy.

PART TWO - EMPLOYERS LIABILITY INSURANCE

How This Insurance Applies

This employers liability insurance applies to
bodily injury by accident or bodily injury by
disease. Bodily injury includes resulting death.

1. The bodily injury must arise out of and in the
course of the injured employee’s employment by
you.

2. The employment must be necessary orinciden-
tal to your work in a state or territory listed in ltem
3.A. of the Information Page.

3. Bodily injury by accident must occur during the
policy period.

4. Bodily injury by disease must be caused or ag-
gravated by the conditions of your employment.
The employee’s last day of last exposure to the
conditions causing or aggravating such bodily in-
jury by disease must occur during the policy
period.

5. If you are sued, the original suit and any related
legal actions for damages for bodily injury by ac-
cident or by disease must be brought in the Unit-
ed States of America, its territories or posses-
ions, or Canada.
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B. We Will Pay

We will pay all sums that you legally must pay as dam-
agesbecause of bodily injury to your employees,
provided the bodily injury is covered by this Employ-
ers Liability Insurance.

The damages we will pay, where recovery is permit-
ted by law, include damages:

1. Forwhich you are liable to a third party by rea-
son of a claim or suit against you by that third
party to recover the damages claimed against
such third party as a result of injury to your em-
ployee;

2. Forcare and loss of services; and

3. Forconsequential bodily injury to a spouse,

child, parent, brother or sister of the injured
employee; provided that these damages are
the direct consequence of bodily injury that
arises out of and in the course of the injured
employee’s employment by you; and

4. Because of bodily injury to your employee that
arises out of and in the course of employment,
claimed against you in a capacity other than as
employer.
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C. Exclusions

This insurance does not cover:

1.

10.

1.

Liability assumed under a contract. This exclu-
sion does not apply to a warranty that your work
will be done in a workmanlike manner;

Punitive or exemplary damages because of bodily
injury to an employee employed in violation of
law;

Bodily injury to an employee while employed in
violation of law with your actual knowledge or the
actual knowledge of any of your executive
officers;

Any obligation imposed by a workers compensa-
tion, occupational disease, unemployment com-
pensation, or disability benefits law, or any
similar law;

Bodily injury intentionally caused or aggravated
by you;

Bodily injury occurring outside the United States
of America, its territories or possessions, and
Canada. This exclusion does not apply to bodily
injury to a citizen or resident of the United States
of America or Canada who is temporarily outside
these countries;

Damages arising out of coercion, criticism, de-
motion, evaluation, reassignment, discipline,
defamation, harassment, humiliation, discrimi-
nation against or termination of any employee,
or any personnel practices, policies, acts or
omissions;

Bodily injury to any person in work subject to the
Longshore and Harbor Workers’ Compensation Act
(33 USC Sections 901-950), the Nonappropriated
Fund Instrumentalities Act (5 USC Sections 8171-
8173), the Outer Continental Shelf Lands Act (43
USC Sections 1331-1356a.), the Defense Base Act
(42 USC Sections 1651-1654), the Federal Coal
Mine Safety and Health Act (30 USC Sections 801-
945), any other federal workers or workmen’s com-
pensation law or other federal occupational disease
law, or any amendments to these laws;

Bodily injury to any person in work subject to the
Federal Employers’ Liability Act (45 USC Sections
51-60), any other federal laws obligating an em-
ployer to pay damages to an employee due to
bodily injury arising out of or in the course of em-
ployment, or any amendments to those laws;

Bodily injury to a master or member of the crew
of any vessel,

Fines or penalties imposed for violation of feder-
al or state law; and
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12. Damages payable under the Migrant and Season-
al Agricultural Worker Protection Act (29 USC Sec-
tions 1801-1872) and under any other federal law
awarding damages for violation of those laws or regu-
lations issued there under, and any amendments
to those laws.

. We Will Defend

We have the right and duty to defend, at our expense,
any claim, proceeding or suit against you for damages
payable by this insurance. We have the right to in-
vestigate and settle these claims, proceedings and
suits.

We have no duty to defend a claim, proceeding or
suit that is not covered by this insurance. We have
no duty to defend or continue defending after we
have paid our applicable limit of liability under this
insurance.

We Will Also Pay

We will also pay these costs, in addition to other
amounts payable under this insurance, as part of any
claim, proceeding, or suit we defend:

1. Reasonable expensesincurred at our request, but
not loss of earnings;

2. Premiums forbonds to release attachments and
for appeal bonds in bond amounts up to the lim-
it of our liability under this insurance;

3. Litigation costs taxed against you;

4. Intereston ajudgement as required by law un-
til we offer the amount due under this insur-
ance; and

5. Expenseswe incur.
Other Insurance

We will not pay more than our share of damages and
costs covered by this insurance and other insurance
or self-insurance. Subject to any limits of liability that
apply, all shares will be equal until the loss is paid.
If any insurance or self-insurance is exhausted, the
shares of all remaining insurance and self-insurance
will be equal until the loss is paid.

. Limits of Liability

Our liability to pay for damages is limited. QOur limits
of liability are shown in ltem 3.B. of the Information
Page. They apply as explained below.

1. Bodily Injury by Accident. The limit shown for
“bodily injury by accident - each accident” is the
most we will pay for alldamages covered by this
insurance because of bodily injury to one or more
employees in any one accident.

A disease is not bodily injury by accident unless
it results directly from bodily injury by accident.
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2. Bodily Injury by Disease. The limit shown for
“bodily injury by disease - policy limit” is the
most we will pay for all damages covered by this
insurance and arising out of bodily injury by dis-
ease, regardless of the number of employees
who sustain bodily injury by disease. The limit
shown for “bodily injury by disease - each em-
ployee” is the most we will pay for all damages
because of bodily injury by disease to any one
employee.

Bodily injury by disease does not include disease
that results directly from a bodily injury by ac-
cident.

3. We will not pay any claims for damages after we
have paid the applicable limit of our liability un-
der this insurance.

H. Recovery From Others
We have your rights to recover our payment from any-

one liable for an injury covered by this insurance. You
will do everything necessary to protect those rights
for us and to help us enforce them.

Actions Against Us

There will be no right of action against us under this
insurance unless:

1. You have complied with all the terms of this poli-
cy; and

2. The amount you owe has been determined with
our consent or by actual trial and final judgement.

This insurance does not give anyone the right to add
us as a defendant in an action against you to deter-
mine your liability. The bankruptcy or insolvency of
you or your estate will not relieve us of our cbligations
under this Part.

PART THREE - OTHER STATES INSURANCE

A. How This Insurance Applies

1. This other states insurance applies only if one
or more states are shown in ltem 3.C. of the In-
formation Page.

2. Ifyoubeginworkin any one of those states after
the effective date of this policy and are not in-
sured or are not self-insured for such work, all
provisions of the policy will apply as though that
state were listed in ltem 3.A. of the Information
Page.

3. We will reimburse you for the benefits required

by the workers compensation law of that state
if we are not permitted to pay the benefits directly
to persons entitled to them.

4. If you have work on the effective date of this poli-
¢y in any state not listed in item 3.A. of the In-
formation Page, coverage will not be afforded for
that state unless we are notified within thirty
days.

B. Notice

Tell us at once if you begin work in any state listed
in Item 3.C. of the Information Page.

PART FOUR - YOUR DUTIES IF INJURY OCCURS

Tell us at once if injury occurs that may be covered by
this policy. Your other duties are listed here.

1. Provide forimmediate medical and other services re-
quired by the workers compensation law.

2. Giveusorouragent the names and addresses of the
injured persons and of witnesses, and other informa-
tion we may need.

3. Promptly give us all notices, demands and legal pa-

pers related to the injury, claim, proceeding or suit.

Cooperate with us and assist us, as we may request,
in the investigation, settlement or defense of any
claim, proceeding or suit.

Do nothing after an injury occurs that would inter-
fere with our right to recover from others.

Do not voluntarily make payments, assume obliga-
tions or incur expenses, except at your own cost.

PART FIVE - PREMIUM

A. OurManuals
All premium for this policy will be determined by our
manuals of rules, rates, rating plans and classifica-
tions. We may change our manuals and apply the
changes to this policy if authorized by law or a gov-
ernmental agency regulating this insurance.

B. Classifications

item 4 of the Information Page shows the rate and
premium basis for certain business or work classifi-
cations. These classifications were assigned based
on an estimate of the exposures you would have dur-
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ing the policy period. If your actual exposures are not
properly described by those classifications, we will
assign proper classifications, rates and premium ba-
sis by endorsement to this policy.

Remuneration

Premium for each work classification is determined
by multiplying a rate times a premium basis.
Remuneration is the most common premium basis.
This premium basis includes payroll and all other
remuneration paid or payable during the policy peri-
od for the services of:
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1. allyour officers and employees engaged in work
covered by this policy; and

2. all other persons engaged in work that could
make us liable under Part One (Workers Com-
pensation Insurance) of this policy. If you do not
have payroll records for these persons, the con-
tract price for their services and materials may
be used as the premium basis. This paragraph 2
will not apply if you give us proof that the em-
ployers of these persons lawfully secured their
workers compensation obligations.

Premium Payments

You will pay all premium when due. You will pay the
premium even if part or all of a workers compensa-
tion law is not valid.

Final Premium

The premium shown on the Information Page, sched-
ules, and endorsements is an estimate. The final
premium will be determined after this policy ends by
using the actual, not the estimated, premium basis
and the proper classifications and rates that lawfully
apply to the business and work covered by this poli-
cy. I the final premium is more than the premium
you paid to us, you must pay us the balance. Ifitis
less, we will refund the balance to you. The final
premium will not be less than the highest minimum
premium for the classifications covered by this policy.

If this policy is canceled, final premium will be de-
termined in the following way unless our manuals
provide otherwise:

1. lfwe cancel, final premium will be calculated pro
rata based on the time this policy was in force.
Final premium will not be less than the pro rata
share of the minimum premium.

2. If you cancel, final premium will be more than
pro rata; it will be based on the time this policy
was in force, and increased by our short-rate
cancelation table and procedure. Final premium
will not be less than the minimum premium.

Records

You will keep records of information needed to com-

pute premium. You will provide us with copies of

those records when we ask for them.

. Audit

You will let us examine and audit all your records that
relate to this policy. These records include ledgers,
journals, registers, vouchers, contracts, tax reports,
payroll and disbursement records, and programs for
storing and retrieving data. We may conduct the au-
dits during regular business hours during the policy
period and within three years after the policy period
ends. Information developed by audit will be used
to determine final premium. Insurance rate service
organizations have the same rights we have under
this provision.

PART SIX - CONDITIONS

Inspection

We have the right, but are not obliged to inspect your
workplaces at any time. Our inspections are not safety
inspections. They relate only to the insurability of the
workplaces and the premiums to be charged. We
may give you reports on the conditions we find. We
may also recommend changes. While they may help
reduce losses, we do not undertake to perform the
duty of any person to provide for the health or safety
of your employees or the public. We do not warrant
that your workplaces are safe or healthful or that they
comply with laws, regulations, codes or standards.
Insurance rate service organizations have the same
rights we have under this provision.

Long Term Policy

If the policy period is longer than one year and six-
teen days, all provisions of this policy will apply as
though a new policy were issued on each annual an-
niversary that this policy is in force.

. Transfer of Your Rights and Duties

Your rights or duties under this policy may not be
transferred without our written consent.

If you die and we receive notice within thirty days after
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your death, we will cover your legal representative
as insured.

Cancelation

1. You may cancel this policy. You must mail or de-
liver advance written notice to us stating when
the cancelation is to take effect.

2. We may cancel this policy. We must mail or de-
liver to you not less than ten days advance writ-
ten notice stating when the cancelation is to take
effect. Mailing that notice to you at your mailing
address shown in ltem 1 of the Information Page
will be sufficient to prove notice.

3. The policy period will end on the day and hour
stated in the cancelation notice.

4. Any of these provisions that conflict with a law
that controls the cancelation of the insurance in
this policy is changed by this statement to com-
ply with the law.

Sole Representative

The insured first named in ltem 1 of the Information
Page will act on behalf of all insureds to change this
policy, receive return premium, and give or receive
notice of cancelation.
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In Witness Whereof, California Insurance Company has caused this policy to be executed and attested, and
if required by state law, this policy shall not be valid unless countersigned by our authorized representative.

™

.4
v ; \
K Yy e e
» Y.

V)
President Secretary
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CALIFORNIA INSURANCE COMPANY
NAIC No. 38865
10825 Old Mill Road, Omaha, Nebraska 68154
877-234-4420

WORKERS’ COMPENSATION AND EMPLOYER’S LIABILITY INSURANCE POLICY

INFORMATION PAGE

Policy No.73-853940-01-02

Insured Shims Bargain, Inc. Producer AU Insurance Services
and DBA JC Sales , and 10825 o0l1d Mill R4
Mailing 2600 S Soto St Mailing Omaha, NE 68154
Address Vernon, CA 90058-8015 Address

Agent No.
Entity: Corporation Billing: DIRECT BILL
FEIN: 954446696
State No. Renewal of Policy No.73-853940-01-01

See Additional Named Insured Endorsement and Locations Endorsement if attached.

The policy period is from04/30/13 to04/30/14 12:01 A.M. Standard Time at the insured’s mailing address.

‘Workers Compensation Insurance: Part One of the policy applies to the Workers Compensation Law of the states listed here:
CA

Employers Liability Insurance: Part Two of the policy applies to work in each state listed in item 3.A. The limits of our
liability under Part Two are:

Bodily Injury by Accident $1,000,000 each accident
Bodily Injury by Disease  $1,000,000 policy limit
Bodily Injury by Disease  $1, 000,000 each employee

Other States Insurance: Part Three of the policy applies to all states except the states listed in item 3.A and the states of
North Dakota, Ohio, Washington, and Wyoming.

See attached list for endorsements and schedules.

The premium for this policy will be determined by our Manuals of Rules, Classifications, Rates and Rating Plans.
All information listed on the Extension of Information page is subject to verification and change by audit.

See Extension of Information Page for premium rating schedule.

Minimum Premium $ 5,000
Total Estimated Annual Premium $ 1,348,337
Estimated Taxes and Assessments S 65,135
Issuing Office:OMAHA, NE Countersigned by:
92
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California Insurance Company
WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY WC990401

LIST OF ENDORSEMENTS AND SCHEDULES

Form Number

wWCc000001A
WC990401
wWC000174

ATIL590

WC040360A

WC040601A

wWC040421

WC040301B

WC040422

wCc000422A

wCc000421C

WC040303

WC890600B
WC890600B
WC890600B
WCBQOGOOB

PNAU9905

PN049902B

PN049904

PN0O00O0OO1

10

11

12

100

lo01

102

103

Endorsement Number

Endorsements on Policy: 73-853940-01-02

Name

California Declaration Page
List of Endorsements And Schedules
Extension of Information Page

Additional Named Insured and/orxr
Locations

Employers' Liability Coverage
Amendatory Endorsement

California Cancellation Endorsement

California Optional Premium
Increase Endorsement

Policy Amendatory Endorsement -
California

California Short Rate Cancelation
Endorsement

Terrorism Risk Insurance Program
Reauthorization Act Disclosure

Catastrophe

Officers And Directors Coverage /
Exclusion Endorsement - Califo

Change Endorsement
Change Endorsement
Change Endorsement
Change Endorsement

Policyholder Notice Loss Control
Endorsement

Policyholder Notice California
Workers' Compensation Insurance R

California CIGA Policyholder Notice

Short Rate Cancelation Policyholder
Notice
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California Insurance Company
WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY wWC990401
LIST OF ENDORSEMENTS AND SCHEDULES

Endorsements on Policy: 73-853940-01-02

Form Number Endorsement Number Name

104 Policyholder Notice Your Right To
Rating And Dividend Info

PN0459501

Workers Compensation and Employers

WC000000B_CIC
Liability Insurance Policy
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WC 174
(Ed. 4-84)

WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY
EXTENSION OF INFORMATION PAGE

Policy Number 73-853940-01-02

4. Premium

Classifications Cr\cl)de %tearrgzrﬁ:fe'z %ﬂtgopoefr Estimated Annual
0. Annual Remuneration] Remuneration Premium
Stores wholesale-N.O.C. 8018 5,604,566 11.5900 649,569.00
Salespersons-outside 8742 353,358 1.0700 3,781.00
Clerical Office Employees-N.O.C. 8810 2,228,491 0.8000 17,828.00
Experience Modification 2.120011,422,897.00
Loss Rating Factor 9724 1.0300{1,465,584.00
Schedule Modification 9887 0.9200(1,348,337.00
Terrorism 9740 0.0000 0.00
Catastrophe 9741 0.0000 0.00

Estimated Annual Premium -
California

CIGA California Domiciled Insureds

Workers Comp. Fraud Surcharge

User Funding Rate

Uninsured Employers Fund

Subsequent Injuries Benefit Fund

Occupational Safety & Health Fund

Labor Enforcement & Compliance Fund

CA

2.0000

0.3881

1.3704

0.3410

0.1707

0.2859

0.2747

1,348,337.00

26,966.74

5,232.90

18,477.61

4,597.83

2,301.61

3,854.90

3,703.88

Total Estimated Annual Premium $

1,413,472.47
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Policy Number: 73-853940-01-02

CALIFORNIA INSURANCE COMPANY
Additional Named Insured and/or Locations

Item (1) Insured of the Information page is amended to include the following:

Shims Bargain, Inc.

DBA JC Sales

2700 S Soto St

Vernon CA 90058-8027

From: 04/30/13 To: 04/30/14

Shims Bargain, Inc.

DBA JC Sales

2840 E 26th St

Vernon CA 90058-8005

From: 04/30/13 To: 04/30/14

Shims Bargain, Inc.

DBA JC Sales

7026 - 7030 E Slauson Ave
Commerce CA 90040

From: 04/30/13 To: 04/30/14

Karis, Inc.

DBA International Distributors
6600 Bandini Blvd

Commerce CA 90040-3302

From: 04/30/13 To: 04/30/14

FEIN: 954446696

ENTITY: Corporation

FEIN: 954446696

ENTITY: Corporation

FEIN: 954446696

ENTITY: Corporation

FEIN: 364717833

ENTITY: Corporation

This endorsement is part of your policy and takes effect on the effective date of your policy, unless another effective date is

shown below.

Endorsement Effective
Insured JC sales

PolicyNo. 73-853940-01-02 Endorsement No.

Insurance Company California Insurance Company

All other terms and conditions of this policy remain unchanged.

AIL590
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WC040360A
WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

EMPLOYERS’ LIABILITY COVERAGE AMENDATORY ENDORSEMENT-CALIFORNIA

The Insurance afforded by Part Two (Employers’ Liability Insurance) by reason of designation of California in item 3 of the
information page is subject to the following provisions:

A. “How This Insurance Applies,” is amended to read as follows:
A. How This Insurance Applies

This employers’ liability insurance applies to bodily injury by accident or bodily injury by disease. Bodily injury
means a physical injury, including resulting death.

1. The bodily injury must arise out of and in the course of the injured employee’s employment by you.
2. The employment must be necessary or incidental to your work in California.
3. Bodily injury by accident must occur during policy period.

4. Bodily injury by disease must be caused or aggravated by the conditions of your employment. The employee’s
last day of last exposure to the conditions causing or aggravating such bodily injury by disease must occur
during the policy period.

5. If you are sued, the original suit and any related legal actions for damages for bodily injury by accident or by
disease must be brought in the United States of America, its territories or possessions, or Canada.

C. The “Exclusions” section is modified as follows (all other exclusions in the “Exclusions” section remain as is):
1. Exclusion 1 is amended to read as follows:
1. liability assumed under a contract.
2. Exclusion 2 is deleted.
3. Exclusion 7 is amended to read as follows:

7. damages arising out of coercion, criticism, demotion, evaluation, reassignment, discipline, defamation,
harassment, humiliation, discrimination against or termination of any employee, termination of
employment, or any personnel practices, policies, acts or omissions.

4. The following exclusions are added:
1. bodily injury to any member of the flying crew of any aircraft.

2. bodily injury to an employee when you are deprived of statutory or common law defenses or are subject
to penalty because of your failure to secure your obligations under the workers’ compensation faw(s)
applicable to you or otherwise fail to comply with that law.

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Endorsement Effective 04/30/13 PolicyNo. 73-853940-01-02 EndorsementNo. 1
Insured JC Sales Premium
Insurance Company Countersigned by

California Insurance Company

(Ed. 11-99)
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WC040601A
- WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

CALIFORNIA CANCELLATION ENDORSEMENT

This endorsement applies only to the insurance provided by the policy because California is shown in ltem 3.A. of
the information page.

The cancellation condition in Part Six (Conditions) of the policy is repiaced by these conditions:

Cancellation

1. You may cancel this policy. You must mail or deliver advance written notice to us stating when the cancellation is to
take effect.

2. We may cancel this polity for one or more of the following
reasons:

. Non-payment of premium;

. Failure to report payroll;

Failure to permit us to audit payroll as required by the terms of this policy or of a previous policy issued by us;

Failure to pay any additional premium resulting from an audit of payroll required by the terms of this policy or any

previous policy issued by us;

Material misrepresentation made by you or your agent;

Failure to cooperate with us in the investigation of a claim;

Failure to comply with Federal or State safety orders;

Failure to comply with written recommendations of our designated loss control representatives;

The occurrence of a material change in the ownership of your business;

The occurrence of any change in your business or operations that materially increases the hazard for frequency

or severity of loss;

k. The occurrence of any change in your business or operation that requires additional or different classification for
premium calculation;

I. The occurrence of any change in your business or operation which contemplates an activity excluded by our
reinsurance treaties.

o0 oo

e Tamoe

3. Ifwe cancel your policy for any of the reasons listed in (@) through (f), we will give you 10 days advance written
notice, stating when the cancellation is to take effect. Mailing that notice to you at your mailing address
shown in item 1 of the Information Page will be sufficient to prove notice. If we cancel your policy
for any of the reasons listed in items (g) through (1), we will give you 30 days advance written notice;
however, we agree that in the event of cancellation and reissuance of a policy effective upon a material
change in ownership or operations, notice will not be provided.

4. The policy period will end on the day and hour stated in the cancellation notice.

This endorsement changes the policy to which itis attached and is effective on the date issued unless otherwise stated.

Endorsement Effective 04/30/13 PolicyNo. 73-853940-01-02 Endorsement No. 2
Insured JC Sales Premium
Insurance Company Countersigned by
California Insurance Company
(Ed. 12-93)
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WC 04 04 21
WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

OPTIONAL PREMIUM INCREASE ENDORSEMENT - CALIFORNIA

You must provide us, or our authorized representative, access to records necessary to perform a payroll verification audit.
If you fail to provide access within 90 days after expiration of the policy, you are liable to pay a total premium equal to 3
times our current estimate of the annual premium for your policy. In addition, if you fail to provide access after our third
request within a 90 day or longer period, you are also liable for our costs in attempting to perform the audit unless you
provide a compelling business reason for your failure.

We will contact you to schedule appointments during normal business hours.

We will notify you of your failure to provide access by mailing a certified, return-receipt document stating the increased
premium and the total amount of our costs incurred in our attempt(s) to perform an audit. In addition to any other
obligations under this contract, 30 days after you receive the notification, you will be obligated to pay the total premium and
costs referenced above. If, thereafter, you provide access to your records within three years after the policy expires, or
within another mutually agreed upon time, and we succeed in performing the audit to our satisfaction, we will revise your
total premium and the costs due to reflect the results of the audit.

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Endorsement Effective 04/30/13 PolicyNo. 73-853940-01-02 Endorsement No. 3
Insured JC Sales Premium
Insurance Company Countersigned by

California Insurance Company

(Ed. 1-08)
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wC040301B

WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

POLICY AMENDATORY ENDORSEMENT - CALIFORNIA

It is agreed that, anything in the policy to the contrary notwithstanding, such insurance as is afforded by this pelicy by reason of the designation
of California in ltem 3 of the Information Page is subject to the following provisions:

1.

Minors lllegally Employed - Not Insured. This policy does not cover liability for additional compensation imposed on you under
Section 4557, Division 1V, Labor Code of the State of California, by reason of injury to an employee under sixteen years of age and illegally
employed at the time of injury.

Punitive or Exemplary Damages - Uninsurable. This policy does not cover punitive or exemplary damages where insurance of
liability therefore is prohibited by law or contrary to public policy.

Increase in Indemnity Payment - Reimbursement. You are obligated to reimburse us for the amount of increase in indemnity
payments made pursuant to Subdivision (d) of Section 4650 of the California Labor Code, if the late indemnity payment which gives rise
to the increase in the amount of payment is due less than seven (7) days after we receive the completed claim form from you. You are
obligated to reimburse us for any increase in indemnity payment not covered under this policy and will reimburse us for any increase in
indemnity payment not covered under the policy when the aggregate total amount of the reimbursement payments paid in a policy year
exceeds one hundred dollars ($100).

If we notify you in writing, within 30 days of the payment, that you are obligated to reimburse us, we will bill you for the amount of
increase in indemnity payment and collect it no later than the final audit. You will have 60 days, following notice of the obligation to
reimburse, to appeal the decision of the insurer to the Department of Insurance.

Application of Policy. Part One, “Workers Compensation Insurance”, A, “How This Insurance Applies”, is amended to read as follows:

This workers compensation insurance applies to bodily injury by accident or disease, including death resuiting therefrom. Bodily injury by
accident must occur during the policy period. Bodily injury by disease must be caused or aggravated by the conditions of your
employment. Your employee's exposure to those conditions causing or aggravating such bodily injury by disease must occur during the
policy period.

Rate Changes. The premium and rates with respect to the insurance provided by this policy by reason of the designation of California
in ltem 3 of the Information Page are subject to change if ordered by the Insurance Commissioner of the State of California pursuant to
Section 11737 of the California Insurance Code.

Long Term Policy. If this policy is written for a period longer than one year, all the provisions of this policy shall apply separately to each
consecutive twelve-month period or, if the first or last consecutive period is less than twelve months, to such period of less than twelve
months, in the same manner as if a separate policy had been written for each consecutive period.

Statutory Provision. Your employer has a first lien upon any amount which becomes owing to you by us on account of this policy, and
in the case of your legal incapacity or inability to receive the money and pay it to the claimant, we will pay it directly to the claimant.

Part Five, “Premium®, E, “Final Premium”, is amended to read as follows:

The premium shown on the Information Page, schedules, and endorsements is an estimate. The final premium will be determined after
this policy ends by using the actual, not the estimated, premium basis and the proper classifications and rates that lawfully apply to the
business and work covered by this policy. If the final premium is more than the premium you paid us, you must pay us the balance. If it
is less, we will refund the balance to you. The final premium will not be less than the highest minimum premium for the classifications
covered by this policy.

If this policy is canceled, final premium will be determined in the following way unless our manuals provide otherwise:

it we cancel, final premium will be calculated pro rata based on the time this policy was in force. Final premium will not be less than the
pro rata share of the minimum premium

If you cancel, final premium may be more than pro rata; it will be based on the time this policy was in force, and may be increased by our
short-rate cancelation table and procedure. Final premium will not be less than the pro rata share of the minimum premium.

It is further agreed that this policy, including all endorsements forming a part thereof, constitutes the entire contract of insurance. No condition,
provision, agreement, or understanding not set forth in this policy or such endorsements shall affect such contract or any rights, duties, or
privileges arising therefrom.

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Endorsement Effective 04/30/13 Policy No. 73-853940-01-02 EndorsementNo. 4
Insured JC Sales Premium
Insurance Company Countersigned by

California Insurance Company

(Ed.01-12)
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WC 04 0422
WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

CALIFORNIA SHORT-RATE CANCELATION ENDORSEMENT

It is agreed that, anything in the policy to the contrary notwithstanding, such insurance as is afforded by this policy by
reason of the designation of California in Item 3 of the Information Page is subject to the following provisions:

if you cancel the policy and a disclosure was provided in accordance with Section 481(c) of the California Insurance Code,
final premium will be based on the time this policy was in force and increased by the short-rate cancelation table below:

Short Rate Cancelation Table

The premium for the canceled policy will be calculated using the Short Rate Cancelation Table. We
will use the short-rate percentage as follows:

1. Determine the payroll developed during the period the policy was in effect.

2. Determine the full policy payroll by using the following formula:

number of days for which the policy was written
' x Actual
number of days the policy was in effect Payroll

3. Apply authorized rates to such payroll

4. Calculate the extended number of days by using the following formula. If the policy was written
for a one-year period, the extended number of days is the number of days the policy was in
effect:

number of days the policy was in effect

x365
number of days for which the policy was written

5. Based on the extended number of days, apply the short rate percentage shown in the Short Rate
Cancelation Table to the full policy premium calculated in step 3. This result is the short-rate
portion of the premium.

6. Ifapplicable:
* Apply any pricing programs
* Apply any experience rating modification
* Apply any premium discount based on the final earned total standard premium
* Add the short rate portion of the expense constant but not less than $15
* Apply catastrophe provisions based on the earned manual premium

7. The total earned premium for the short-rate canceled policy will not be less than the annual
minimum premium applicable to the policy.

(Ed.01-12) Page 1 of 3
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WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

WC 04 04 22

CALIFORNIASHORT-RATE CANCELATION ENDORSEMENT
Short Rate Cancelation Table (cont.)

Days in Policy| Short Rate |Daysin Policy] Short Rate | Days in Policy] Short Rate |Days in Policy| Short Rate |Days in Policy] Short Rate
Period Percentages Period Percentages Period Percentages Period Percentages Period Percentages
1 5% 46 23% 91 35% 136 48% 181 60%
2 6 47 23 92 36 137 48 182 60
3 7 48 24 93 36 138 48 183 61
4 7 49 24 94 36 139 49 184 61
5 8 50 24 95 37 140 49 185 61
6 8 51 24 96 37 141 49 186 61
7 9 52 25 97 37 142 49 187 61
8 9 53 25 98 37 143 50 188 62
9 10 54 25 99 38 144 50 189 62
10 10 55 26 100 38 145 50 190 62
11 11 56 26 101 38 146 50 191 62
12 11 57 26 102 38 147 51 192 63
13 12 58 26 103 39, 148 51 193 63
14 12 59 27 104 39 149 51 194 63
15 13 60 27 105 39 150 52 195 63
16 13 61 27 106 40 151 52 196 63
17 14 62 27 107 40 152 52 197 64
18 14 63 28 108 40 153 52 198 64
19 15 64 28 109 40 154 53 199 64
20 15 65 28 110 41 155 53 200 64
21 16 66 29 M 41 156 53 201 65
22 16 67 29 112 41 157 54 202 65
23 17 68 29 113 11 158 54 203 65
24 17 69 29 114 42 159 54 204 65
25 17 70 30 115 42 160 54 205 65
26 18 Al 30 116 42 161 55 206 66
27 18 72 30 117 43 162 55 207 66
28 18 73 30 118 43 163 55 208 66
29 18 74 31 119 43 164 55 209 66
30 19 75 31 120 43 165 56 210 67
31 19 76 31 121 44 166 56 211 67
32 19 77 32 122 44 167 56 212 67
33 20 78 32 123 44 168 57 213 67
34 20 79 32 124 44 169 57 214 67
35 20 80 32 125 45 170 57 215 68
36 20 81 33 126 45 171 57 216 68
37 21 82 33 127 45 172 58 217 68
38 21 83 33 128 46 173 58 218 68
39 21 84 34 129 46 174 58 219 69
40 21 85 34 130 46 175 58 220 69
41 22 86 34 131 46 176 59 221 69
42 22 87 34 132 47 177 59 222 69
43 22 88 35 133 47 178 59 223 69
44 23 89 35 134 47 179 60 224 70
45 23 90 35 135 47 180 60 225 70
(Ed. 01-12) Page 2 of 3
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WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

WC 04 0422

CALIFORNIA SHORT-RATE CANCELATION ENDORSEMENT
Short Rate Cancelation Table (cont.)

Days in Policy| Short Rate [Days in Policy] Short Rate |Days in Policyf ShortRate |Days in Policy] Short Rate [Days in Policy] Short Rate
Period Percentages Period Percentages Period Percentages Period Percentages Period Percentages

226 70% 254 . 76% 282 82% 310 88% 338 95%
227 70 255 76 283 83 311 89 339 95
228 70 256 77 284 83 312 89 340 95
229 14l 257 77 285 83 313 89 341 95
230 71 258 77 286 83 314 89 342 95
231 71 259 77 287 83 315 90 343 96
232 71 260 77 288 84 316 0 344 96
233 72 261 78 289 84 317 90 345 96
234 72 262 78 290 84 318 90 346 96
235 72 263 78 291 84 319 90 347 97
236 72 264 78 292 85 320 91 348 97
237 72 265 79 293 85 321 91 349 97
238 73 266 79 294 85 322 91 350 97
239 73 267 79 295 85 323 91 351 97
240 73 268 79 296 85 324 92 352 98
241 73 269 79 297 86 325 92 353 98
242 74 270 80 298 86 326 92 354 98
243 74 271 80 299 86 327 92 355 98
244 74 272 80 300 86 328 92 356 99
245 74 273 80 301 86 329 93 357 99
246 74 274 81 302 87 330 93 358 99
247 75 275 81 303 87 331 93 359 99
248 75 276 81 304 87 332 93 360 99
249 75 277 81 305 87 333 94 361 100
250 75 278 81 306 88 334 94 362 100
251 76 279 82 307 88 335 94 363 100
252 76 280 82 308 88 336 94 364 100
253 76 281 82 309 88 337 94 365 100

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Endorsement Effective 04/30/13

Insured

JC Sales

Insurance Company
California Insurance Company

(Ed. 01-12)

Policy No. 73-853940-01-02

Page 30f3
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WC 000422 A
WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

TERRORISM RISK INSURANCE PROGRAM REAUTHORIZATION ACT DISCLOSURE ENDORSEMENT

This endorsement addresses the requirements of the Terrorism Risk Insurance Act of 2002 as amended and extended by
the Terrorism Risk Insurance Program Reauthorization Act of 2007. It serves to notify you of certain limitations under the
Act, and that your insurance carrier is charging premium for losses that may occur in the event of an Act of Terrorism.

Your policy provides coverage for workers compensation losses caused by Acts of Terrorism, including workers compensa-
tion benefit obligations dictated by state law. Coverage for such losses is still subject to all terms, definitions, exclusions,
and conditions in your policy, and any applicable federal and/or state laws, rules, or regulations.

Definitions
The definitions provided in this endorsement are based on and have the same meaning as the definitions in the Act. If
words or phrases not defined in this endorsement are defined in the Act, the definitions in the Act will apply.

“Act” means the Terrorism Risk Insurance Act of 2002, which took effect on November 26, 2002, and any amendments
thereto resulting from the Terrorism Risk Insurance Program Reauthorization Act of 2007.

“Act of Terrorism” means any act that is certified by the Secretary of the Treasury, in concurrence with the Secretary of
State, and the Attorney General of the United States as meeting all of the following requirements:

a. The actis an act of terrorism.
b. The actis violent or dangerous to human life, property or infrastructure.
C. The act resulted in damage within the United States, or outside of the United States in the case of the

premises of United States missions or certain air carriers or vessels.

d. The act has been committed by an individual or individuals as part of an effort to coerce the civilian population
of the United States or to influence the policy or affect the conduct of the United States Government by
coercion.

“Insured Loss” means any loss resulting from an act of terrorism (and, except for Pennsylvania, including an act of war, in
the case of workers compensation) that is covered by primary or excess property and casualty insurance issued by an
insurer if the loss occurs in the United States or at the premises of United States missions or to certain air carriers or
vessels.

“Insurer Deductible” means for the period beginning on January 1, 2008, and ending on December 31, 2014, an amount
equal to 20% of our direct earned premiums, over the calendar year immediately preceding the applicable Program Year.

“Program Year" refers to each calendar year between January 1, 2008 and December 31, 2014, as applicable.

~ Limitation of Liability

The Act limits our liability to you under this policy. If aggregate Insured Losses exceed $100,000,000,000 in a Program
. Year and if we have met our Insurer Deductible, we are not liable for the payment of any portion of the amount of Insured
Losses that exceeds $100,000,000,000; and for aggregate Insured Losses up to $100,000,000,000, we will pay only a pro
rata share of such Insured Losses as determined by the Secretary of the Treasury.

(Ed. 09-08) Page 10f2
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WC 000422 A

WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

Policyholder Disclosure Notice

1.

Insured Losses would be partially reimbursed by the United States Government. if the aggregate industry
Insured Losses exceeds $100,000,000 in a Program Year, the United States Government would pay 85% of
our insured Losses that exceed our Insurer Deductible.

2. Notwithstanding item 1 above, the United States Government will not make any payment under the Act for
any portion of Insured Losses that exceeds $100,000,000,000.
3. The premium charge for the coverage your policy provides for Insured Losses is included in the amount shown
in Item 4 of the Information Page or in the Schedule below.
Schedule
State Rate Premium
ca 0.000 0.00
This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.
Endorsement04/30/13 Effective Policy No.73-853940-01-02 Endorsement No. 6
Insured JC Sales Premium $

Insurance CompanyCalifornia Insurance Company Countersigned by

(Ed. 09-08) Page 2 of 2
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wCo000421C
WORKERS COMPENSATION AND EMPLOYERS LIABILITY ISURANCE POLICY

CATASTROPHE (OTHER THAN CERTIFIED ACTS OF TERRORISM)
PREMIUM ENDORSEMENT

This endorsement is notification that your insurance carrier is charging premium to cover the losses that may occur in the
event of a Catastrophe (other than Certified Acts of Terrorism) as that term is defined below. Your policy provides coverage
for workers compensation losses caused by a Catastrophe (other than Certified Acts of Terrorism). This premium charge
does not provide funding for Certified Acts of Terrorism contemplated under the Terrorism Risk Insurance Program Reautho-
rization Act Disclosure Endorsement (WC 00 04 22 A), attached to this policy.

For purposes of this endorsement, the following definitions apply:

Catastrophe (other than Certified Acts of Terrorism): Any single event, resulting from an Earthquake, Noncertified Act
of Terrorism, or Catastrophic Industrial Accident, which results in aggregate workers compensation losses in excess
of $50 million.

‘Earthquake: The shaking and vibration at the surface of the earth resulting from underground movement along a fault
plane or from volcanic activity.

Noncertified Act of Terrorism: An event that is not certified as an Act of Terrorism by the Secretary of Treasury
pursuant to the Terrorism Risk Insurance Act of 2002 (as amended) but that meets all of the following criteria:

a.ltis an act that is violent or dangerous to human life, property, or infrastructure;

b. The act results in damage within the United States, or outside of the United States in the case of the premises
of United States missions or air carriers or vessels as those terms are defined in the Terrorism Risk Insurance Act
of 2002 (as amended); and

c.ltis an act that has been committed by an individual or individuals as part of an effort to coerce the civilian
population of the United States or to influence the policy or affect the conduct of the United States Government by
coercion.

Catastrophic Industrial Accident: A chemical release, farge explosion, or small blast that is localized in nature and
affects workers in a small perimeter the size of a building.

The premium charge for the coverage your policy provides for workers compensation losses caused by a Catastrophe
(other than Certified Acts of Terrorism) is shown in Item 4 of the Information Page or in the Schedule below.

Schedule
State Rate Premium
CA 0.00 0.00

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Endorsement04/30/13 Effective Policy No.73-853940-01-02  Endorsement No. 7
Insured JC Sales Premium $

Insurance Company California Insurance Company Countersigned by

(Ed. 09-08)
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WC 04 0303
WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

OFFICERS AND DIRECTORS COVERAGE / EXCLUSION ENDORSEMENT-CALIFORNIA

If the employer named in item 1 of the Information Page is a private corporation whose officers and directors are the sole

shareholders, this policy applies to all such officers and directors, as employees, except those excluded below or named
as excluded in item 4 of the Information Page.

Officers and Directors Excluded

Title
James Shim Chairman - 80% ownership
K. Kenneth Suh President - 20% ownership
Bongjin Chang Owner (Karis, Inc) - 20% Ownership

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Endorsement Effective 04/30/13

Policy No. 73-853940-01-02
Insured JC Sales

EndorsementNo. 8
Premium 0.00

Insurance Company

Countersigned by
California Insurance Company

(Ed. 1-85)
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WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

WC 890600B

The following item(s)

OO000O000O0od

POLICY INFORMATION PAGE ENDORSEMENT

Insured’s Name (WC 89 06 01)

Policy Number (WC 89 06 02)

Effective Date (WC 89 06 03)

Expiration Date (WC 89 06 04)

Insured’s Mailing Address (WC 89 06 05)
Experience Modification (WC 89 04 06)
Producer's Name (WC 89 06 07)

Change in Workplace of Insured (WC 89 06 08)
Insured’s Legal Status (WC 89 06 10)

IS CHANGED TO READ:
CA Loss Rating Factor: 2.00 effective 04/30/13 - 04/29/14

*ltem 4. Change to: PER ENDORSEMENT 2 FORMWC174

O0000xXOOOO

ltem 3.A. States (WC 89 06 11)

Item 3.B. Limits (WC 89 06 12)

Item 3.C. States (WC 89 06 13)

Item 3.D. Endorsement Numbers (WC 89 06 14)

Item 4.* Class, Rate, Other (WC 89 04 15)

Interim Adjustment of Premiurm (WC 89 04 16)
Carrier Servicing Office (WC 89 06 17)
Interstate/Intraststate Risk 1.D. Number (WC 89 06 18)
Carrier Number (WC 89 06 19)

Issuing Agency/Producer Office Address (WC 89 06 25)
(AL, AZ, AR, DC, FL, ID, IL, KS, MD, NH, TN, UT - only)

Classifications

Code

Premium Basis

Total Estimated
Annual Rate Per $100

Remuneration of Remuneration

Estimated
Annual Premium

Minimum Premium $

Total Estimated Annual Premium $

Deposit Premium $

All other items and conditions of this policy remain unchanged.

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Policy Effective 04/30/13

Endorsement Effective 04/30/13

insured JC Sales

Insurance Company California Insurance Company
NCCI CarrierCode 22358

(Ed. 7-87)
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PolicyNo. 73-853940-01-02 Endorsement No. 9

Premium 0.00

Countersigned by




WC 8906008
WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

POLICY INFORMATION PAGE ENDORSEMENT
The following item(s)

Insured’s Name (WC 89 06 01) ltem 3.A. States (WC 89 06 11)

Policy Number (WC 89 06 02) Item 3.B. Limits (WC 89 06 12)
Effective Date (WC 89 06 03) ltem 3.C. States (WC 89 06 13)
Expiration Date (WC 89 06 04) ltem 3.D. Endorsement Numbers (WC 89 06 14)
Insured’s Mailing Address (WC 89 06 05) Item 4.* Class, Rate, Other (WC 89 04 15)
Experience Modification (WC 89 04 06) Interim Adjustment of Premium (WC 89 04 16)
Producer's Name (WC 89 06 07) Carrier Servicing Office (WC 89 06 17)
Change in Workplace of Insured (WC 89 06 08) Interstate/Intraststate Risk [.D. Number (WC 89 06 18)

Insured’s Legal Status (WC 89 06 10) Carrier Number (WC 89 06 19)

OoOooOoOoodn

Issuing Agency/Producer Office Address (WC 89 06 25)
(AL, AZ, AR, DC, FL, ID, IL, KS, MD, NH, TN, UT - only)

O0ooOdxXOOO4

IS CHANGED TO READ:
CA Schedule Mod: 0.9200 effective 04/30/13

*Item 4. Change to: PER ENDORSEMENT 2 FORMWC174

Premium Basis
Total Estimated
Code Annual Rate Per $100 Estimated

Classifications No. Remuneration of Remuneration Annual Premium

Total Estimated Annual Premium $

Minimum Premium $ Deposit Premium $

All other items and conditions of this policy remain unchanged.

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Policy Effective 04/30/13

Endorsement Effective 04 /30/13 Policy No. 73-853940-01-02 Endorsement No. 1.0
Insured JC Sales Premum 0 .00
Insurance Company California Insurance Company Countersigned by

NCCI Carrier Code 22358

(Ed. 7-87)
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WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

WC 8906 00B

The following item(s)

Policy Number (WC 89 06

insured’s Mailing Address

Producer's Name (WC 89

aooodoood

IS CHANGED TO READ:

POLICY INFORMATION PAGE ENDORSEMENT

Insured’s Name (WC 89 06 01)

02)

Effective Date (WC 89 06 03)

Expiration Date (WC 89 06 04)

(WC 89 06 05)

Experience Modification (WC 89 04 06)

06 07)

Change in Workplace of insured (WC 89 06 08)

Insured’s Legal Status (WC 89 06 10)

CA Loss Rating Factor: 1.02 effective 04/30/13 - 04/29/14

*ltem 4. Change to: PER ENDORSEMENT 2 FORMWC174

OO000OXOO00

Item 3.A. States (WC 89 06 11)

ltem 3.B. Limits (WC 89 06 12)

ltem 3.C. States (WC 89 06 13)

ltem 3.D. Endorsement Numbers (WC 89 06 14)

ltem 4.* Class, Rate, Other (WC 89 04 15)

Interim Adjustment of Premium (WC 89 04 16)
Carrier Servicing Office (WC 89 06 17)
Interstate/Intraststate Risk .D. Number (WC 89 06 18)
Carrier Number (WC 89 06 19)

Issuing Agency/Producer Office Address (WC 89 06 25)
(AL, AZ, AR, DC, FL, ID, IL, KS, MD, NH, TN, UT - only)

Classifications

Code
No.

Premium Basis
Total Estimated
Annual
Remuneration

Rate Per $100
of Remuneration

Estimated
Annual Premium

Minimum Premium $

Total Estimated Annual Premium $

Deposit Premium $

Ali other items and conditions of this policy remain unchanged.

This endorsement changes the policy to which itis attached and is effective on the date issued unless otherwise stated.

Policy Effective 04/30/13

Endorsement Effective 04/30/13

Insured JC Sales

Insurance Company California Insurance Company

NCClCarrierCode 22358

(Ed. 7-87)

PolicyNo. 73-853940-01-02

Countersigned by

110

EndorsementNo. 11
Premium 0.00




WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

WC 8906008

The following item(s)

O0O0XOOO0OO

POLICY INFORMATION PAGE ENDORSEMENT

Insured’s Name (WC 89 06 01)

Policy Number {(WC 89 06 02)

Effective Date (WC 89 06 03)

Expiration Date (WC 89 06 04)

Insured’s Mailing Address (WC 89 06 05)
Experience Modification (WC 89 04 06)
Producer's Name (WC 89 06 07)

Change in Workplace of Insured (WC 89 06 08)

Insured’s Legal Status (WC 89 06 10)

IS CHANGED TO READ:
CA Experience Modification: 2.1200 effective 04/30/13 - 04/29/14
CA Loss Rating Factor: 1.03 effective 04/30/13 - 04/29/14

*Item 4. Change to: PER ENDORSEMENT 2 FORMWC174

OodooxOoon

item 3.A. States (WC 89 06 11)

Item 3.B. Limits (WC 89 06 12)

ltem 3.C. States (WC 89 06 13)

Item 3.D. Endorsement Numbers (WC 89 06 14)

Item 4.* Class, Rate, Other (WC 89 04 15)

Interim Adjustment of Premium (WC 89 04 16)

Carrier Servicing Office (WC 89 06 17)
Interstate/Intraststate Risk [.D. Number (WC 89 06 18)
Carrier Number (WC 89 06 19)

Issuing Agency/Producer Office Address (WC 89 06 25)
(AL, AZ, AR, DC, FL, ID, IL, KS, MD, NH, TN, UT - only)

Classifications

Code
No.

Premium Basis

Total Estimated
Annual Rate Per $100

Remuneration of Remuneration

Estimated
Annual Premium

Minimum Premium $

Total Estimated Annual Premium $

Deposit Premium $

All other items and conditions of this policy remain unchanged.

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Policy Effective 04/30/13

Endorsement Effective 04/30/13

Insured JC Sales

Insurance Company California Insurance Company
NCCI Carier Code 22358

(Ed.7-87)
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Premium0.00
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NOTICE TO POLICYHOLDER PN AU 99 05
Loss Control Consuitation Services

California law (Labor Code Section 6354.5) requires workers’ compensation insurers to maintain and provide
occupational safety and health loss control consultation services to insured policyholder places of employment
that may pose hazards. We are committed to helping our California employers provide safe and healthy work-
places for their employees through loss control services appropriate to their individual businesses. This notice
is provided to you as one of our policyholders and describes our loss control consultation services which are
available upon request at no additional cost to you.

WORKPLACE SURVEY

We can conduct a survey of your operations to identify safety and health hazards, and existing physical and
management controls of those hazards, that have the potential to affect the frequency and severity of work
place injuries and illnesses. When hazards are noted, we will provide you with written training materials ad-
dressing them. Included with the survey is an evaluation of your loss control management program including
discussions with management and where appropriate non-management personnel with permission of the
employer.

REVIEW OF INJURY RECORDS

We can assist you by analyzing employee accidents and previous loss experience to identify underlying acci-
dent causes. Areview of loss records with appropriate personnel can help identify those factors most related to
the specific loss you have experienced.

DEVELOPMENT OF PLAN

We can assist you in developing a comprehensive safety and health program to minimize workplace accidents,
including, where appropriate, modifications to your Section 3203 Employer Injury and lliness Prevention Pro-
gram if needed to address concems in the plan to improve your loss control experience.

ADDITIONAL SERVICES

We make additional Loss Control services available that are not required under California law to assist you with
your loss prevention efforts. Some of those services and materials are described below.

OSHA Training Materials Sample Safety Programs
On-Site Audit Sample Drug Testing Program
Recordkeeping Forms Safety Meetings

To obtain these services please send a request in writing to:
Applied Underwriters

P.O. Box 3646

Omaha, Nebraska 68103

Workers' compensation insurance policy holders may direct questions or complaints about the insurer’s loss
control consultation services by contacting : State of California, Department of Industrial Relations, Loss
Control Services Coordinator, The Commission on Health, Safety & Workers’ Compensation, 1515 Clay Street,
Room 901, Oakland, CA 94612 (510) 622-3959.
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PN 04 99 02 B
(Ed. 5-02)

POLICYHOLDER NOTICE

California Workers’ Compensation
Insurance Rating Laws

Pursuant to Section 11752.8 of the California Insurance Code, we are providing you with an explanation of the
California workers’ compensation rating laws.

1.

We establish our own rates for workers’ compensation. Our rates, rating plans, and related information are filed
with the insurance commissioner and are open for public inspection.

The insurance commissioner can disapprove our rates, rating plans, or classification only if he or she has
determined after public hearing that our rates might jeopardize our ability to pay claims or might create a monopoly
in the market. A monopoly is defined by law as a market where one insurer writes 20% or more of that part of the
California workers’ compensation insurance that is not written by the State Compensation Insurance Fund. If the
insurance commissioner disapproves our rates, rating plans, or classifications, he or she may order an increase in
the rates applicable to outstanding policies.

Rating organizations may develop pure premium rates that are subject to the insurance commissioner’s approvai.
A pure premium rate reflects the anticipated cost and expenses of claims per $100 of payroll for a given
classification. Pure premium rates are advisory only, as we are not required to use the pure premium rates
developed by any rating organization in establishing our own rates.

We must adhere to a single, uniform experience rating plan. If you are eligible for experience rating under the plan,
we will be required to adjust your premium to reflect your claim history. A better claim history generally results in a
lower experience rating modification; more claims, or more expensive claims, generally result in a higher
experience rating modification. The uniform experience rating plan, which is developed by the insurance rating
organization designated by the insurance commissioner, is subject to approval by the insurance commissioner.

A standard classification system, developed by the insurance rating organization designated by the insurance
commissioner, is subject to approval by the insurance commissioner. The standard classification system is a
method of recognizing and separating policyholders into industry or occupational groups according to their
similarities and/or differences. We can adopt and apply the standard classification system or develop and apply
our own classification system, provided we can report the payroll, expenses, and other costs of claims in a way
that is consistent with the uniform statistical plan or the standard classification system.

Qur rates and classifications may not violate the Unruh Civil Rights Act or be unfairly discriminatory.
We will provide an appeal process for you to appeal the way we rate your insurance policy. The process requires

us to respond to your written appeal within 30 days. If you are not satisfied with the result of your appeal, you may
appeal our decision to the insurance commissioner.

CALIFORNIA WORKERS’ COMPENSATION INSURANCE
NOTICE OF NONRENEWAL

Section 11664 of the California Insurance Code required us, in most instances, to provide you with a notice of
nonrenewal. Except as specified in paragraphs 1 through 6 below, if we elect to nonrenew your policy, we are required
to deliver or mail to you a written notice stating that reason or reasons for the nonrenewal of the policy. The notice is
required to be sent to you no earlier than 120 days before the end of the policy period and no later than 30 days before
the end of the policy period. If we fail to provide you the required notice, we are required to continue the coverage
under the policy with no change in the premium rate until 60 days after we provide you with the required notice.

10of2
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PN 04 99 02 B
(Ed. 5-02)

We are not required to provide you with a notice of nonrenewal in any of the following situations:

1.

Your policy was transferred or renewed without a change in its terms or conditions or the rate on which the
premium is based to another insurer or other insurers who are members of the same insurance group as us.

The policy was extended for 90 days or less and the required notice was given prior to the extension.

You obtained replacement coverage or agreed, in writing, within 60 days of the termination of the policy, to obtain
that coverage.

The policy is for a period of no more than 60 days and you were notifed at the time of the issuance that it may not be
renewed.

You requested a change in the terms or conditions or risks covered by the policy within 60 days prior to the end of
the policy period.

We made a written offer to you to renew the policy at a premium rate increase of less than 25 percent.

(A) If the premium rate in your governing classification is to be increased 25 percent or greater and we intend to
renew the policy, we shall provide a written notice of a renewal offer not less than 30 days prior to the policy
renewal date. The governing classification shall be determined by the rules and regulations established in
accordance with California Insurance Code Section 11750.3(c).

(B) For purposes of this Notice, “premium rate” means the cost of insurance per unit of exposure prior to the
application of individual risk variations based on loss or expense considerations such as scheduled rating and
experience rating. .

This notice does not change the policy to which it is attached.

20f2
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WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

POLICYHOLDER NOTICE

CALIFORNIA INSURANCE GUARANTEE ASSOCIATION (CIGA) SURCHARGE

Companies writing property and casualty insurance business in California are required to participate in the California
Insurance Guarantee Association. If a company becomes insolvent, the California Insurance Guarantee Association
settles unpaid claims and assesses each insurance company for its fair share.

California law requires all companies to surcharge policies to recover these assessments. If your policy is surcharged,
“CA Surcharge” or “CA Surcharge (CIGA Surcharge)” with an amount will be displayed on your premium notice.

This notice does not change the policy to which it is attached.

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Endorsement Effective 04/30/13 PolicyNo. 73-853940-01-02 EndorsementNo. 102
Insured JC Sales Premium
Insurance Company Countersigned by

California Insurance Company

(Ed 12-01)
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PN 0000 01
WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

SHORT RATE CANCELATION POLICYHOLDER NOTICE

Subiject to individual State Regulations, the cancelation condition in the Standard Policy WC 00 00 00 A-Part Five
Premium, E. Final Premium, states that if this policy is canceled by you, the final premium will be more than pro rata; it
will be based on the time this policy was in force, and increased by our short rate cancelation table and procedure.
Final premium will not be less than the minimum premium.

In applicable States, the final premium will be calculated as follows based on the standard Short Rate Cancelation Table
attached to this policyholder notice:

The premium for the canceled policy will be calculated using the Short Rate Cancelation
Table. We will use the short-rate percentage as follows:

1. Determine the payroll developed during the period the policy was in
effect.
2. Determine the full policy payroll by using the following formula:

number of days for which the policy was written
x Actual
number of days the policy was in effect Payroll

3. Apply authorized rates to such payroll

4. Calculate the extended number of days by using the following
formula. H the policy was written for a one-year period, the extended
number of days is the number of days the policy was in effect:

number of days the policy was in effect

x365
number of days for which the policy was written

5. Based on the extended number of days, apply the short rate percent-
age shown in the Short Rate Cancelation Table to the fuli policy pre-
mium calculated in step 3. This result is the short-rate portion of the

premium.
6. If applicable:

* Apply any pricing programs

* Apply any experience rating modification

* Apply any premium discount based on the final earned total
standard premium

N Add the short rate portion of the expense constant but not
less than $15

% Apply catastrophe provisions based on the earned manual
premium

7. Thetotal earned premium for the short-rate canceled policy will not be
less than the annual minimum premium applicable to the policy.

(Ed.5-10) Page 10of 3
116



WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

PN 00 00 01

SHORT RATE CANCELATION POLICYHOLDER NOTICE
SHORT RATE CANCELATION TABLE

Days in Policy] Short Rate ]|Daysin Policy] Short Rate ]Days in Policy| Short Rate |Days in Policy] Short Rate |Daysin Policy| Short Rate
Period Percentages Period Percentages Period Percentages Period Percentages Period Percentages
1 5% 46 23% 91 35% 136 48% 181 60%
2 6 47 23 92 36 137 48 182 60
3 7 48 24 93 36 138 48 183 61
4 7 49 24 94 36 139 49 184 61
5 8 50 24 95 37 140 49 185 61
6 8 51 24 96 37 141 49 186 61
7 9 52 25 97 37 142 49 187 61
8 9 53 25 98 37 143 50 188 62
9 10 54 25 99 38 144 50 189 62
10 10 55 26 100 38 145 50 190 62
11 11 56 26 101 38 146 50 191 62
12 11 57 26 102 38 147 51 192 63
13 12 58 26 103 39 148 51 193 63
14 12 59 27 104 39 149 51 194 63
15 13 60 27 105 39 150 52 195 63
16 13 61 27 106 40 151 52 196 63
17 14 62 27 107 40 152 b2 197 64
18 14 63 28 108 40 153 52 198 64
19 15 64 28 109 40 154 53 199 64
20 15 65 28 110 41 155 53 200 64
21 16 66 29 111 41 156 53 201 65
22 16 67 29 112 41 157 54 202 65
23 17 68 29 113 41 158 54 203 65
24 17 69 29 114 42 159 54 204 65
25 17 70 30 115 42 160 54 205 65
26 18 71 30 116 42 161 55 206 66
27 18 72 30 117 43 162 55 207 66
28 18 73 30 118 43 163 55 208 66
29 18 74 31 119 43 164 55 209 66
30 19 75 31 120 43 165 56 210 67
31 19 76 31 121 44 166 56 211 67
32 19 77 32 122 44 167 56 212 67
33 20 78 32 123 44 168 57 213 67
34 20 79 32 124 44 169 57 214 67
35 20 80 32 125 45 170 57 215 68
36 20 81 33 126 45 171 57 216 68
37 21 82 33 127 45 172 58 217 68
38 21 83 33 128 46 173 58 218 68
39 21 84 34 129 46 174 58 219 69
40 21 85 34 130 46 175 58 220 69
41 22 86 34 131 46 176 59 221 69
42 22 87 34 132 47 177 59 222 69
43 22 88 35 133 47 178 59 223 69
44 23 89 35 134 47 179 60 224 70
45 23 0 35 135 47 180 60 225 70
(Ed.5-10) Page 2 of 3
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WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

PN 0000 01

SHORT RATE CANCELATION POLICYHOLDER NOTICE
SHORT RATE CANCELATION TABLE

Days in Policy] Short Rate |Daysin Policy] Short Rate [Days in Policy] Short Rate |Daysin Policy] Short Rate |Days in Policy] Short Rate
Period Percentages Period Percentages Period Percentages Period Percentages Period Percentages

226 70% 254 76% 282 82% 310 88% 338 95%
227 70 255 76 283 83 311 89 339 95
228 70 256 77 284 83 312 89 340 95
229 71 257 77 285 83 313 89 341 95
230 71 258 77 286 83 314 89 342 95
231 71 259 77 287 83 315 90 343 96
232 71 260 77 288 84 316 90 344 96
233 72 261 78 289 84 317 90 345 96
234 72 262 78 290 84 318 90 346 96
235 72 263 78 291 84 319 90 347 97
236 72 264 78 292 85 320 91 348 97
237 72 265 79 293 85 321 9 349 97
238 73 266 79 294 85 322 9 350 97
239 73 267 79 295 85 323 91 351 97
240 73 268 79 296 85 324 92 352 98
241 73 269 79 297 86 325 92 353 98
242 74 270 80 298 86 326 92 354 98
243 74 271 80 299 86 327 92 355 98
244 74 272 80 300 86 328 92 356 99
245 74 273 80 301 86 329 93 357 99
246 74 274 81 302 87 330 93 358 99
247 75 275 81 303 87 331 93 359 99
248 75 276 81 304 87 332 93 360 99
249 75 277 81 305 87 333 94 361 100
250 75 278 81 306 88 334 94 362 100
251 76 279 82 307 88 335 94 363 100
252 76 280 82 308 88 336 94 364 100
253 76 281 82 309 88 337 94 365 100

Insured JC Sales

PolicyNo. 73-853940-01-02

Insurance Company California Insurance Company

(Ed.5-10) Page 3 of 3
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(1)

@)

@)

(1

@)

@)

POLICYHOLDER NOTICE
YOUR RIGHT TO RATING AND DIVIDEND INFORMATION

INFORMATION AVAILABLE TO YOU

Information Available from Us - California Insurance Company
General questions regarding your policy should be directed to California Insurance Company.

California Insurance Company
P.O. Box 281900
San Francisco, CA 94128-1900
Telephone: 877-234-4450
Fax: 415-508-0374
www.auw.com

DIVIDEND CALCULATION. If this is a particular policy (a policy on which a dividend may be paid), upon payment or
non-payment of a dividend, we shall provide a written explanation to you that sets forth the basis of the dividend
calculation. The explanation will be in clear, understandable language and will express the dividend as a dollar amount
and as a percentage of the earned premium for the policy year on which the dividend is calculated.

CLAIMS INFORMATION. Pursuant to Sections 3761 and 3762 of the California Labor Code, you are entitled to receive
information in our claim files that affects your premium. Copies of documents will be supplied at your expense during
reasonable business hours.

For claims covered under this policy, we will estimate the ultimate cost of unsettled claims for statistical purposes
eighteen months after the policy becomes effective and will report those estimates to the Workers’” Compensation
Insurance Rating Bureau of California (WCIRB) no later than twenty months after the policy becomes effective. The cost
of any settled claims will also be reported at that time. At twelve-month intervals thereafter, we will update and report to
the WCIRB the estimated cost of any unsettled claims and the actual final cost of any claims settled in the interim. The
amounts we report will be used by the WCIRB to compute your experience modification if you are eligible for experience
rating.

Information Available from the Workers’ Compensation Insurance Rating Bureau of California

The WCIRB is a licensed rating organization and the California Insurance Commissioner’s designated statistical agent.

- As such, the WCIRB is responsible for administering the California Workers’ Compensation Uniform Statistical Reporting

Plan -1995 (USRP) and the California Workers’ Compensation Experience Rating Plan-1995 (ERP). Contact
information for the WCIRB is: WCIRB, 525 Market Street, Suite 800, San Francisco, California 94105-2767, Attention:
Customer Service. You may also contact WCIRB Customer Service at 1-888-229-2472, by fax at 415-778-7272, or via
the Internet at the WCIRB’s website: http//www.wcirb.com. The regulations contained in the USRP and the ERP are
available for public viewing through the WCIRB’s website.

POLICYHOLDER INFORMATION. Pursuant to California Insurance Code (CIC) Section 11752.6, upon written request,
you are entitled to information relating to loss experience, claims, classification assignments, and policy contracts as well
as rating plans, rating systems, manual rules, or other information impacting your premium that is maintained in
the records of the WCIRB. Complaints and Requests for Action requesting policyholder information should be
forwarded to: WCIRB, 525 Market Street, Suite 800, San Francisco, California 94105-2767, Attention: Custodian of
Records. The Custodian of Records can be reached by telephone at 415-777-0777 and by fax at 415-778-7272.

EXPERIENCE RATING FORM. Each experience rated risk may receive a single copy of its current Experience
Rating Form free of charge by completing a Policyholder Rate Sheet Request Form on the WCIRB’s website at
http://www.wcirb.com/ratesheet. The Experience Rating Form will include a Loss-Free Rating, which is the experi-
ence modification that would have been calculated if $0 (zero) actual losses were incurred during the experience
period. This hypothetical rating calculation is provided for informational purposes only.

DISPUTE PROCESS
You may dispute our actions or the actions of the WCIRB pursuant to CIC Sections 11737 and 11753.1.
Our Dispute Resolution Process.

If you are aggrieved by our decision adopting a change in a classification assignment that results in increased premium,
or by the application of our rating system to your workers’ compensation insurance, you may dispute these matters with
us. If you are dissatisfied with the outcome of the initial dispute with us, you may send us a written Complaint and
Request for Action as outlined below.

You may send us a written Complaint and Request for Action requesting that we reconsider a change in a classification
assignment that results in an increased premium and/or requesting that we review the manner in which our rating system
has been applied in connection with the insurance afforded or offered you. Written Complaints and Requests for Action
should be forwarded to: California Insurance Company, P.O. Box 281900, San Francisco, CA 94128-1900, Phone
No. (877) 234-4450; Fax No. (415) 508-0374.

1of2
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After you send your Complaint and Request for Action, we have 30 days to send you a written notice indicating whether
or not your written request will be reviewed. If we agree to review your request, we must conduct the review and issue a
decision granting or rejecting your request within 60 days after sending you the written notice granting review. f we
decline to review your request, if you are dissatisfied with the decision upon review, or if we fail to grant or reject your
request or issue a decision upon review, you may appeal to the insurance commissioner as described in paragraph 1.C.,

below. .

Disputing the Actions of the WCIRB. If you have been aggrieved by any decision, action, or omission to act of the
WCIRB, you may request, in writing, that the WCIRB reconsider its decision, action, or omission to act. You may also request,
in writing, that the WCIRB review the manner in which its rating system has been applied in connection with the insurance afforded
or offered you. For requests related to classification disputes, the reporting of experience, or coverage issues, your initial request
for review must be received by the WCIRB within 12 months after the expiration date of the policy to which the request for
review pertains, except if the request involves the application of the Revision of Losses rule. For requests related to your
experience modification, your initial request for review must be received by the WCIRB within 6 months after the issuance, or 12
months after the expiration date, of the experience modification to which the request for review pertains, whichever is later, except
if the request for review involves the application of the Revision of Losses rule. if the request involves the Revision of Losses rule,
the time to state your appeal may be longer. (See Section VI, Rule 14 of the ERP).

You may commence the review process by sending the WCIRB a written Inquiry. Written Inquiries should be sent to:
WCIRB, 525 Market Street, Suite 800, San Francisco, California 94105-2767, Attention: Customer Service. Customer
Service can be reached by telephone at 1-888-229-2472, and by fax at 415-778-7272.

If you are dissatisfied with the WCIRB's decision upon an Inquiry, or if the WCIRB fails to respond within 90 days after receipt of
the Inquiry, you may pursue the subject of the Inquiry by sending the WCIRB a written Complaint and Request for Action. After you
send your Complaint and Request for Action, the WCIRB has 30 days to send you written notice indicating whether or not your
written request will be reviewed. If the WCIRB agrees to review your request, it must conduct the review and issue a decision
granting or rejecting your request within 60 days after sending you the written notice granting review. If the WCIRB declines to
review your request, if you are dissatisfied with the decision upon review, or if the WCIRB fails to grant or reject your request
or issue a decision upon review, you may appeal to the insurance commissioner as described in paragraph Il .C., below. Written
Complaints and Requests for Action should be forwarded to: WCIRB, 525 Market Street, Suite 800, San Francisco, Califomia
94105-2767, Attention: Complaints and Reconsiderations. The WCIRB's telephone number is 1-888-229-2472, and the
fax number is 415-371-5204.

California Department of Insurance - Appeals to the Insurance Commissioner. If, after you follow the appropriate
dispute resolution process described above, we or the WCIRB decline to review your request, if you are dissatisfied with
the decision upon review, or if we or the WCIRB fail to grant or reject your request or issue a decision upon review, you
may appeal to the insurance commissioner pursuant to CIC Sections 11737, 11752.6, 11753.1 and Title 10, California
Code of Regulations, Section 2509.40 et seq. You must file your appeal within 30 days after we or the WCIRB send you
the notice rejecting review of your Complaint and Request for Action or the decision upon your Complaint and Request for
Action. If no written decision regarding your Complaint and Request for Action is sent, your appeal must be filed within
120 days after you sent your Complaint and Request for Action to us or to the WCIRB. The filing address for all appeals
to the insurance commissioner is:

Administrative Hearing Bureau
California Department of Insurance
45 Fremont Street, 22nd Floor
San Francisco, California 94105

You have the right to a hearing before the insurance commissioner, and our action, or the action of the WCIRB, may be
affirmed, modified, or reversed.

RESOURCES AVAILABLE TO YOU IN OBTAINING INFORMATION AND PURSUING DISPUTES

Policyholder Ombudsman. Pursuant to California Insurance Code Section 11752.6, a policyholder ombudsman is
available at the WCIRB to assist you in obtaining and evaluating the rating, policy, and claims information referenced in
I.A. and 1.B., above. The ombudsman may advise you on any dispute with us, the WCIRB, or on an appeal to the
insurance commissioner pursuant to Section 11737 of the Insurance Code. The address of the policyholder ombudsman
is WCIRB, 525 Market Street, Suite 800, San Francisco, California 94105-2767, Attention: Policyholder Ombudsman.
The policyholder ombudsman can be reached by telephone at 415-778-7159 and by fax at 415-371-5288.

California Department of Insurance - Information and Assistance. Information and assistance on policy questions
can be obtained from the Department of Insurance Consumer HOTLINE, 1-800-927-HELP (4357) or
http://www.insurance.ca.gov. For questions and correspondence regarding appeals to the Administrative Hearing Bureau,
see the contact information in paragraph II.C.

This notice does not change the policy to which it is attached.
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California Insurance Company

10825 Old Mill Road
Omaha, Nebraska 68154

WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY
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QUICK REFERENCE - CONTINUED

BEGINNING ON

Page
PART THREE - OTHER STATES INSURANCE ... crerercemmreeaesrmeceres s smessasnsamnesmessmeramasssssrcssananssnanns 4
A, How ThiS INSUFENCE APPIES .eeeueeenitiee it et et ettt e et ettt e e et e e eeeeanteaeabeeanseeereennes 4
o o o= O OSSOSO 4
PART FOUR - YOUR DUTIES IF INJURY OCCURS ... ieccericecremrermcserrmne e soeesanesamsnamne s s s snsenessmasans 4
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IMPORTANT: This Quick Reference is not part of the Workers Compensation and Employers Liability
Policy and does not provide coverage. Refer to the Workers Compensation and Employers
Liability policy itself for actual contractual provisions.

Policyholders seeking information regarding coverage, or for assistance in resolving complaints
can contact the Company by phone at 877-234-4420.

PLEASE READ THE WORKERS COMPENSATION AND EMPLOYERS LIABILITY POLICY CAREFULLY.
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WORKERS COMPENSATION AND
EMPLOYERS LIABILITY INSURANCE POLICY

In return for the payment of the premium and subject to all terms of this policy, we agree with you as follows:

GENERAL SECTION

. The Policy

This policy includes at its effective date the Informa-
tion Page and all endorsements and schedules list-
ed there. It is a contract of insurance between you
(the employer named in ltem 1 of the Information Page)
and us (the insurer named on the Information Page).
The only agreements refating to this insurance are stated
in this policy. The terms of this policy may not be
changed or waived exceptby endorsement issued by
us to be part of this policy.

. Whois Insured

You are insured if you are an employer named in ltem
1 of the Information Page. If that employer is a part-
nership, and if you are one of its partners, you are
insured, but only in your capacity as an employer of
the partnership’s employees.

. Workers Compensation Law

Workers Compensation Law means the workers or

workmen’s compensation law and occupational dis-
ease law of each state or territory named in Item
3.A. of the Information Page. Itincludes any amend-
ments to that law which are in effect during the policy
period. Itdoes notinclude any federal workers or work-
men’s compensation law, any federal occupational
disease law or the provisions of any law that provide
nonoccupational disability benefits.

State

State means any state of the United States of Ameri-
ca, and the District of Columbia.

Locations

This policy covers all of your workplaces listed in
Items 1 or 4 of the Information Page; and it covers
all other workplaces in ltem 3.A. states unless you
have other insurance or are self-insured for such
workplaces.

PART ONE - WORKERS COMPENSATION INSURANCE

How This Insurance Applies

This workers compensation insurance applies to
bodily injury by accident or bodily injury by disease.
Bodily injury includes resulting death.

1. Bodily injury by accident must occur during the
policy period.

2. Bodily injury by disease must be caused or ag-
gravated by the conditions of your employment.
The employee’s last day of last exposure to the
conditions causing or aggravating such bodily in-
jury by disease must occur during the policy
period.

. We Will Pay

We will pay promptly when due the benefits required
of you by the workers compensation law.

. We Will Defend

We have the right and duty to defend at our expense
any claim, proceeding or suit against you for benefits
payable by this insurance. We have the right to in-
vestigate and settle these claims, proceedings or
suits.

We have no duty to defend a claim, proceeding or
suit that is not covered by this insurance.
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D. We Will Also Pay

We will also pay these costs, in addition to other
amounts payable under this insurance, as part of any
claim, proceeding or suit we defend:

1. reasonable expenses incurred at our request, but
not loss of earnings;

2. premiums for bonds to release attachments and
for appeal bonds in bond amounts up to the
amount payable under this insurance;

3. litigation costs taxed against you;

4. intereston ajudgement as required by law until
we offer the amount due under this insurance;
and

5. expenses we incur.

Other Insurance

We will not pay more than our share of benefits and
costs covered by this insurance and other insurance
or self-insurance. Subjectto any limits of liability that
may apply, all shares will be equal until the loss is
paid. If any insurance or self-insurance is exhaust-
ed, the shares of all remaining insurance will be equal
until the loss is paid.

CIC-WC-07/01/11
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F. Paymenis You Must Make

You are responsible for any payments in excess of
the benefits regularly provided by the workers com-
pensation law including those required because:

1. of your serious and willful misconduct;

2. you knowingly employ an employee in violation
of law;

3. you fail to comply with a health or safety law or
regulation; or

4. youdischarge, coerce or otherwise discriminate
against any employee in violation of the workers
compensation law.

If we make any payments in excess of the benefits

regularly provided by the workers compensation law

on your behalf, you will reimburse us promptly.

. Recovery From Others

We have your rights, and the rights of persons enti-
tled to the benefits of this insurance, to recover our
payments from anyone liable for the injury. You will
do everything necessary to protect those rights for
us and to help us enforce them.

Statutory Provisions

These statements apply where they are required by
law.

1. Asbetween an injured worker and us, we have

t

notice of the injury when you have notice.

2. Your default or the bankruptcy or insolvency of
you or your estate will not relieve us of our duties
under this insurance after an injury occurs.

3. We are directly and primarily liable to any per-
son entitled to the benefits payable by this insur-
ance. Those persons may enforce our duties; so
may an agency authorized by law. Enforcement
may be against us or against you and us.

4. Jurisdiction over you is jurisdiction over us for
purposes of the workers compensation law. We
are bound by decisions against you under that
law, subject to the provisions of this policy that
are not in conflict with that law.

5. Thisinsurance conforms to the parts of the work-
ers compensation law that apply to:

a. benefits payable by this insurance;

b. specialtaxes, payments into security or other
special funds, and assessments payable by
us under that law.

6. Terms of this insurance that conflict with the
workers compensation law are changed by this
statement to conform to that law.

Nothing in these paragraphs relieves you of your
duties under this policy.

PART TWO - EMPLOYERS LIABILITY INSURANCE

How This Insurance Applies

This employers liability insurance applies to
bodily injury by accident or bodily injury by
disease. Bodily injury includes resulting death.

1. The bodily injury must arise out of and in the
course of the injured employee’s employment by
you.

2. The employment must be necessary or inciden-
talto your work in a state or territory listed in ltem
3.A. of the Information Page.

3. Bodily injury by accident must occur during the
policy period.

4. Bodily injury by disease must be caused or ag-
gravated by the conditions of your employment.
The employee’s last day of last exposure to the
conditions causing or aggravating such bodily in-
jury by disease must occur during the policy
period.

5. If you are sued, the original suit and any related
legal actions for damages for bodily injury by ac-
cident or by disease must be brought in the Unit-
ed States of America, its territories or posses-
jons, or Canada.
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B. We Will Pay

We will pay all sums that you legally must pay as dam-
ages because of bodily injury to your employees,
provided the bodily injury is covered by this Employ-
ers Liability Insurance.

The damages we will pay, where recovery is permit-
ted by law, include damages:

1. Forwhich you are liable to a third party by rea-
son of a claim or suit against you by that third
party to recover the damages claimed against
such third party as a result of injury to your em-
ployee;

2. Forcare and loss of services; and

3. Forconsequential bodily injury to a spouse,

child, parent, brother or sister of the injured
employee; provided that these damages are
the direct consequence of bodily injury that
arises out of and in the course of the injured
employee’s employment by you; and

4. Because of bodily injury to your employee that
arises out of and in the course of employment,
claimed against you in a capacity other than as
employer.
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C. Exclusions

This insurance does not cover:

1.

10.

11.

Liability assumed under a contract. This exclu-
sion does not apply to a warranty that your work
will be done in a workmanlike manner;

Punitive or exemplary damages because of bodily
injury to an employee employed in violation of
law;

Bodily injury to an employee while employed in
violation of law with your actual knowledge or the
actual knowledge of any of your executive
officers;

Any obligation imposed by a workers compensa-
tion, occupational disease, unemployment com-
pensation, or disability benefits law, or any
similar law;

Bodily injury intentionally caused or aggravated
by you;

Bodily injury occurring outside the United States
of America, its territories or possessions, and
Canada. This exclusion does not apply to bodily
injury to a citizen or resident of the United States
of America or Canada who is temporarily outside
these countries;

Damages arising out of coercion, criticism, de-
motion, evaluation, reassignment, discipline,
defamation, harassment, humiliation, discrimi-
nation against or termination of any employee,
or any personnel practices, policies, acts or
omissions;

Bodily injury to any person in work subject to the
Longshore and Harbor Workers' Compensation Act
(33 USC Sections 901-950), the Nonappropriated
Fund Instrumentalities Act (5 USC Sections 8171-
8173), the Outer Continental Shelf Lands Act (43
USC Sections 1331-1356a.), the Defense Base Act
(42 USC Sections 1651-1654), the Federal Coal
Mine Safety and Health Act (30 USC Sections 801-
945), any other federal workers or workmen’s com-
pensation law or other federal occupational disease
law, or any amendments to these laws;

Bodily injury to any person in work subject to the
Federal Employers’ Liability Act (45 USC Sections
51-60), any other federal laws obligating an em-
ployer to pay damages to an employee due to
bodily injury arising out of or in the course of em-
ployment, or any amendments to those laws;

Bodily injury to a master or member of the crew
of any vessel;

Fines or penalties imposed for violation of feder-
al or state law; and
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12. Damages payable under the Migrant and Season-
al Agricultural Worker Protection Act (29 USC Sec-
tions 1801-1872) and under any other federal law
awarding damages for violation of those laws or regu-
lations issued there under, and any amendments
to those laws.

. We Will Defend

We have the right and duty to defend, at our expense,
any claim, proceeding or suit against you for damages
payable by this insurance. We have the right to in-
vestigate and settle these claims, proceedings and
suits.

We have no duty to defend a claim, proceeding or
suit that is not covered by this insurance. We have
no duty to defend or continue defending after we
have paid our applicable limit of liability under this
insurance.

We Will Also Pay

We will also pay these costs, in addition to other
amounts payable under this insurance, as part of any
claim, proceeding, or suit we defend:

1. Reasonable expensesincurred at our request, but
not loss of earnings;

2. Premiums for bondsto release attachments and
for appeal bonds in bond amounts up to the lim-
it of our liability under this insurance;

3. Litigation costs taxed against you;

4. |Intereston ajudgement as required by law un-
til we offer the amount due under this insur-
ance; and

5. Expenseswe incur.
Other Insurance

We will not pay more than our share of damages and
costs covered by this insurance and other insurance
or self-insurance. Subject to any limits of liability that
apply, all shares will be equal until the loss is paid.
If any insurance or self-insurance is exhausted, the
shares of all remaining insurance and self-insurance
will be equal until the loss is paid.

. Limits of Liability

Our liability to pay for damages is limited. Our limits
of liability are shown in ltem 3.B. of the Information
Page. They apply as explained below.

1. Bodily Injury by Accident. The limit shown for
“pbodily injury by accident - each accident” is the
most we will pay for all damages covered by this
insurance because of bodily injury to one or more
employees in any one accident.

A disease is not bodily injury by accident unless
it results directly from bodily injury by accident.

CIC-WC-07/01/11
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2. Bodily Injury by Disease. The limit shown for
“bodily injury by disease - policy limit” is the
most we will pay for all damages covered by this
insurance and arising out of bodily injury by dis-
ease, regardless of the number of employees
who sustain bodily injury by disease. The limit
shown for “bodily injury by disease - each em-
ployee” is the most we will pay for all damages
because of bodily injury by disease to any one
employee.

Bodily injury by disease does not include disease
that results directly from a bodily injury by ac-
cident.

3. We will not pay any claims for damages after we
have paid the applicable limit of our liability un-
der this insurance.

Recovery From Others

We have your rights to recover our payment from any-

one liable for an injury covered by this insurance. You
will do everything necessary to protect those rights
for us and to help us enforce them.

Actions Against Us

There will be no right of action against us under this
insurance unless:

1. You have complied with all the terms of this poli-
cy; and

2. The amount you owe has been determined with
our consent or by actual trial and final judgement.

This insurance does not give anyone the right to add
us as a defendant in an action against you to deter-
mine your liability. The bankruptcy or insolvency of
you or your estate will not relieve us of our obligations
under this Part.

PART THREE - OTHER STATES INSURANCE

How This Insurance Applies

1. This other states insurance applies only if one
or more states are shown in ltem 3.C. of the In-
formation Page.

2. Ifyoubegin workin any one of those states after
the effective date of this policy and are not in-
sured or are not self-insured for such work, all
provisions of the policy will apply as though that
state were listed in ltem 3.A. of the Information
Page.

3. We will reimburse you for the benefits required

by the workers compensation [aw of that state
if we are not permitted to pay the benefits directly
to persons entitled to them.

4. Ifyou have work on the effective date of this poli-
cy in any state not listed in item 3.A. of the In-
formation Page, coverage will not be afforded for
that state unless we are notified within thirty
days.

B. Notice

Tell us at once if you begin work in any state listed
in Item 3.C. of the Information Page.

PART FOUR - YOUR DUTIES IF INJURY OCCURS

Tell us at once if injury occurs that may be covered by
this policy. Your other duties are listed here.

1.

Provide for immediate medical and other services re-
quired by the workers compensation law.

Give us or our agent the names and addresses of the
injured persons and of witnesses, and other informa-
tion we may need.

Promptly give us all notices, demands and legal pa-

pers related to the injury, claim, proceeding or suit.

Cooperate with us and assist us, as we may request,
in the investigation, settlement or defense of any
claim, proceeding or suit.

Do nothing after an injury occurs that would inter-
fere with our right to recover from others.

Do not voluntarily make payments, assume obliga-
tions or incur expenses, except at your own cost.

PART FIVE - PREMIUM

Our Manuals

All premium for this policy will be determined by our
manuals of rules, rates, rating plans and classifica-
tions. We may change our manuals and apply the
changes to this policy if authorized by law or a gov-
ernmental agency regulating this insurance.
Classifications

Item 4 of the Information Page shows the rate and
premium basis for certain business or work classifi-
cations. These classifications were assigned based
on an estimate of the exposures you would have dur-

ing the policy period. If your actual exposures are not
properly described by those classifications, we will
assign proper classifications, rates and premium ba-
sis by endorsement to this policy.

Remuneration

Premium for each work classification is determined
by multiplying a rate times a premium basis.
Remuneration is the most common premium basis.
This premium basis includes payroll and all other
remuneration paid or payable during the policy peri-
od for the services of:
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1. allyour officers and employees engaged in work
covered by this policy; and

2. all other persons engaged in work that could
make us liable under Part One (Workers Com-
pensation Insurance) of this policy. If you do not
have payroll records for these persons, the con-
tract price for their services and materials may
be used as the premium basis. This paragraph 2
will not apply if you give us proof that the em-
ployers of these persons lawfully secured their
workers compensation obligations.

Premium Payments

You will pay all premium when due. You will pay the
premium even if part or all of a workers compensa-
tion law is not valid.

Final Premium

The premium shown on the Information Page, sched-
ules, and endorsements is an estimate. The final
premium will be determined after this policy ends by
using the actual, not the estimated, premium basis
and the proper classifications and rates that lawfully
apply to the business and work covered by this poli-
cy. If the final premium is more than the premium
you paid to us, you must pay us the balance. [fitis
less, we will refund the balance to you. The final
premium will not be less than the highest minimum
premium for the classifications covered by this palicy.

If this policy is canceled, final premium will be de-
termined in the following way unless our manuals
provide otherwise:

1. Ifwe cancel, final premium will be calculated pro
rata based on the time this policy was in force.
Final premium will not be less than the pro rata
share of the minimum premium.

2. If you cancel, final premium will be more than
pro rata; it will be based on the time this policy
was in force, and increased by our short-rate
cancelation table and procedure. Final premium
will not be fess than the minimum premium.

Records

You will keep records of information needed to com-

pute premium. You will provide us with copies of

those records when we ask for them.

. Audit

You will let us examine and audit all your records that
relate to this policy. These records include ledgers,
journals, registers, vouchers, contracts, tax reports,
payroll and disbursement records, and programs for
storing and retrieving data. We may conduct the au-
dits during regular business hours during the poticy
period and within three years after the policy period
ends. Information developed by audit will be used
to determine final premium. Insurance rate service
organizations have the same rights we have under
this provision.

PART SIX - CONDITIONS

Inspection

We have the right, but are not obliged to inspect your
workplaces at any time. Our inspections are not safety
inspections. They relate only to the insurability of the
workplaces and the premiums to be charged. We
may give you reports on the conditions we find. We
may also recommend changes. While they may help
reduce losses, we do not undertake to perform the
duty of any person to provide for the health or safety
of your employees or the public. We do not warrant
that your workplaces are safe or healthful or that they
comply with laws, regulations, codes or standards.
Insurance rate service organizations have the same
rights we have under this provision.

Long Term Policy

If the policy period is longer than one year and six-
teen days, all provisions of this policy will apply as
though a new policy were issued on each annual an-
niversary that this policy is in force.

. Transfer of Your Rights and Duties

Your rights or duties under this policy may not be
transferred without our written consent.

If you die and we receive notice within thirty days after
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your death, we will cover your legal representative
as insured.

Cancelation

1. You may cancel this policy. You must mail or de-
liver advance written notice to us stating when
the cancelation is to take effect.

2. We may cancel this policy. We must mail or de-
liver to you not less than ten days advance writ-
ten notice stating when the cancelation is to take
effect. Mailing that notice to you at your mailing
address shown in ltem 1 of the Information Page
will be sufficient to prove notice.

3. The policy period will end on the day and hour
stated in the cancelation notice.

4. Any of these provisions that conflict with a law
that controls the cancelation of the insurance in
this policy is changed by this statement to com-
ply with the law.

Sole Representative

The insured first named in item 1 of the Information
Page will act on behalf of all insureds to change this
policy, receive return premium, and give or receive
notice of cancelation.
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In Witness Whereof, California Insurance Company has caused this policy to be executed and attested, and
if required by state law, this policy shall not be valid unless countersigned by our authorized representative.

Ak ’\T"} o

President Secretary
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CALIFORNIA INSURANCE COMPANY
NAIC No. 38865
10825 Old Mill Road, Omaha, Nebraska 68154
877-234-4420

WORKERS’ COMPENSATION AND EMPLOYER’S LIABILITY INSURANCE POLICY

INFORMATION PAGE

Policy No.73-853940-01-03

Insured Shims Bargain, Inc. Producer AU Insurance Services
and DBA JC Sales and 10825 01ld Mill R4
Mailing 2600 S Soto St Mailing Omaha, NE 68154
Address Vermon, CA 90058-8015 , Address

Agent No.
Entity: Corporation Billing: DIRECT BILL
FEIN: 954446696
State No. ‘ Renewal of Policy No.73-853940-01-02

See Additional Named Insured Endorsement and Locations Endorsement if attached.

The policy period is from04/30/14 t004/30/15 12:01 A.M. Standard Time at the insured’s mailing address.

A Workers Compensation Insurance: Part One of the policy applies to the Workers Compensation Law of the states listed here:
CA

B.  Employers Liability Insurance: Part Two of the policy applies to work in each state listed in item 3.A. The limits of our
liability under Part Two are:

Bodily Injury by Accident $1,000,000 each accident
Bodily Injury by Disease  $1,000,000 policy limit
Bodily Injury by Disease  $1,000, 000 each employee

C. Other States Insurance: Part Three of the policy applies to all states except the states listed in item 3.A and the states of
North Dakota, Ohio, Washington, and Wyoming.

D. See attached list for endorsements and schedules.

The premium for this policy will be determined by our Manuals of Rules, Classifications, Rates and Rating Plans.
All information listed on the Extension of Information page is subject to verification and change by audit.

See Extension of Information Page for premium rating schedule.

Minimum Preminm S 5,000

Total Estimated Annual Premium $ 1,393,739

Estimated Taxes and Assessments $ 62,444
Issuing Office: OMAHA, NE Countersigned by:
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California Insurance Company
WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY WCS990401

LIST OF ENDORSEMENTS AND SCHEDULES

Form Number

wCco000001a

WC990401

WC000174

AIL590

WC040360A

wC040601A

WC040421

WC040301B

WC040422

WC000422A

wCco000421cC

wWCc040303

WC010303

WC830600B

WC8390609C

PNAU9905

PN0459901

PN045902B

PN049904

10

11

100

101

102

103

Endorsement Number

Endorsements on Policy: 73-853940-01-03

Name

California Declaration Page
List of Endorsements And Schedules
Extension of Information Page

Additional Named Insured and/or
Locations

Employers'® Liability Coverage
Amendatory Endorsement

California Cancellation Endorsement

California Optional Premium
Increase Endorsement

Policy Amendatory Endorsement -
California

California Short Rate Cancelation
Endorsement

Terrorism Risk Insurance Program
Reauthorization Act Disclosure

Catastrophe

Officers And Directors Coverage /
Exclusion Endorsement - Califo

Waiver Of Our Right To Recover From
Others Endorsement

Change Endorsement

Termination / Cancellation /
Reinstatement Notice

Policyholder Notice Loss Control
Endorsement

Policyholder Notice Your Right To
Rating And Dividend Info

Policyholder Notice California
Workers' Compensation Insurance R

California CIGA Policyholder Notice
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California Insurance Company
WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY WC990401
LIST OF ENDORSEMENTS AND SCHEDULES

Endorsements on Policy: 73-853940-01-03

Form Number Endorsement Number Name

WC000000B_CIC Workers Compensation and Employers
Liability Insurance Policy
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WC 174
(Ed. 4-84)

WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY
EXTENSION OF INFORMATION PAGE

Policy Number 73-853940-01-03

4. Premium

Classifications Code .EZTE;LE:@Z %&;thP;r Estimateq Annual
No. Annual Remuneration| Remuneration Premium

Stores wholesale-N.O.C. 8018 5,800,094 12.8400 744,732.00
Salespersons-outside 8742 392,142 1.0500 4,117.00
Clerical Office Employees-N.0.C. 8810 2,545,639 0.8400 21,383.00
Experience Modification 1.1500 885,767.00
Loss Rating Factor 9724 1.7100]1,514,662.00
Schedule Modification 9887 0.9200]1,393,489.00
Waiver of Subrogation 0930 250.0000 250.00
Terrorism | 9740 0.0000 0.00
Catastrophe 9741 0.0000 0.00
Estimated Annual Premium - 1,393,739.00
California
CIGA California Domiciled Insureds s 2.2500 31,359.13
Workers Comp. Fraud Surcharge -———- 0.2544 3,545.67
User Funding Rate - 1.2247 17,069.12
Uninsured Employers Fund - 0.1603 2,234.16
Subsequent Injuries Benefit Fund - 0.1291 1,799.32
Occupational Safety & Health Fund -——— 0.2166 3,018.84
Labor Enforcement & Compliance Fund -——- 0.2452 3,417.45
CA

Total Estimated Annual Premium $ 1,456,182.69
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Policy Number: 73-853940-01-03

CALIFORNIA INSURANCE COMPANY
Additional Named Insured and/or Locations

Item (1) Insured of the Information page is amended to include the following:

Shims Bargain, Inc.

DBA JC Sales

2700 S Soto St

Vernon CA 90058-8027

From: 04/30/14 To: 04/30/15

Shims Bargain, Inc.

DBA JC Sales

2840 E 26th St

Vernon CA 90058-8005

From: 04/30/14 To: 04/30/15

Shims Bargain, Inc.

DBA JC Sales

7026 - 7030 E Slauson Ave
Commerce CA 90040

From: 04/30/14 To: 04/30/15

Karis, Inc.

DBA International Distributors
6600 Bandini Blvd

Commerce CA 90040-3302

From: 04/30/14 To: 04/30/15

This endorsement is part of your policy and takes effect on the effective date of your policy, unless another effective date is

shown below.

Endorsement Effective
Insured JC Sales

PolicyNo. 73-

Insurance Company california Insurance Company

All other terms and conditions of this policy remain unchanged.

AIL590
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FEIN:

ENTITY:

FEIN:

ENTITY:

FEIN:

ENTITY:

FEIN:

ENTITY:

853940-01-03 Endorsement No.
Premium

Countersigned by

954446696

Corporation

954446696

Corporation

954446696

Corporation

364717833

Corporation




WC 040360 A
WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

EMPLOYERS’ LIABILITY COVERAGE AMENDATORY ENDORSEMENT-CALIFORNIA

The Insurance afforded by Part Two (Employers’ Liability Insurance) by reason of designation of California in item 3 of the
information page is subject to the following provisions:

A. “How This Insurance Applies,” is amended to read as follows:
A. How This Insurance Applies

This employers’ liability insurance applies to bodily injury by accident or bodily injury by disease. Bodily injury
means a physical injury, including resuiting death.

1. The bodily injury must arise out of and in the course of the injured employee’s employment by you.
2. The employment must be necessary or incidental to your work in California.
3. Bodily injury by accident must occur during policy period.

4. Bodily injury by disease must be caused or aggravated by the conditions of your employment. The employee’s
last day of last exposure to the conditions causing or aggravating such bodily injury by disease must occur
during the policy period.

5. If you are sued, the original suit and any related legal actions for damages for bodily injury by accident or by
disease must be brought in the United States of America, its territories or possessions, or Canada.

C. The “Exclusions” section is modified as follows (all other exclusions in the “Exclusions” section remain as is):
1. Exclusion 1 is amended to read as follows:
1. liability assumed under a contract.
2. Exclusion 2 is deleted.
3. Exclusion 7 is amended to read as follows:

7. damages arising out of coercion, criticism, demotion, evaluation, reassignment, discipline, defamation,
harassment, humiliation, discrimination against or termination of any employee, termination of
employment, or any personnel practices, policies, acts or omissions.

4. The following exclusions are added:
1. bodily injury to any member of the flying crew of any aircraft.

2. bodily injury to an employee when you are deprived of statutory or common law defenses or are subject
to penalty because of your failure to secure your obligations under the workers’ compensation law(s)
applicable to you or otherwise fail to comply with that law.

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Endorsement Effective 04/30/14 Policy No. 73-853940-01-03 Endorsement No. 1
Insured JC Sales Premium
Insurance Company Countersigned by

Caljifornia Insurance Company

(Ed. 11-99)
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WC 040601 A

WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

CALIFORNIA CANCELLATION ENDORSEMENT

This endorsement applies only to the insurance provided by the policy because California is shown in item 3.A. of
the information page.

The cancellation condition in Part Six (Conditions) of the policy is replaced by these conditions:

Cancellation

1.

You may cancel this policy. You must mail or deliver advance written notice to us stating when the cancellation is to
take effect.

We may cancel this policy for one or more of the following
reasons:

aogow

oS a o

Non-payment of premium;

Failure to report payroll;

Failure to permit us to audit payroll as required by the terms of this policy or of a previous policy issued by us;
Failure to pay any additional premium resulting from an audit of payroll required by the terms of this policy or any
previous policy issued by us;

Material misrepresentation made by you or your agent;

Failure to cooperate with us in the investigation of a claim;

Failure to comply with Federal or State safety orders;

Failure to comply with written recommendations of our designated loss control representatives;

The occurrence of a material change in the ownership of your business;

The occurrence of any change in your business or operations that materially increases the hazard for frequency
or severity of loss;

The occurrence of any change in your business or operation that requires additional or different classification for
premium calculation;

The occurrence of any change in your business or operation which contemplates an activity excluded by our
reinsurance treaties.

If we cancel your policy for any of the reasons listed in (a) through (f), we will give you 10 days advance written
notice, stating when the cancellation is to take effect. Mailing that notice to you at your mailing address
shown in item 1 of the Information Page will be sufficient to prove notice. If we cancel your policy

for any of the reasons listed in items (g) through (1), we will give you 30 days advance written notice;

however, we agree that in the event of cancellation and reissuance of a policy effective upon a material

change in ownership or operations, notice will not be provided.

4. The policy period will end on the day and hour stated in the cancellation notice.

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Endorsement Effective 04/30/14 Policy No. 73-853940-01-03 Endorsement No. 2
Insured JC Sales Premium
Insurance Company Countersigned by

California Insurance Company

(Ed. 12-93)
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WC 04 04 21
WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

OPTIONAL PREMIUM INCREASE ENDORSEMENT - CALIFORNIA

You must provide us, or our authorized representative, access to records necessary to perform a payroll verification audit.
If you fail to provide access within 90 days after expiration of the policy, you are liable to pay a total premium equal to 3
times our current estimate of the annual premium for your policy. In addition, if you fai to provide access after our third
request within a 90 day or longer period, you are also liable for our costs in attempting to perform the audit unless you
provide a compelling business reason for your failure.

We will contact you to schedule appointments during normal business hours.

We will notify you of your failure to provide access by mailing a certified, return-receipt document stating the increased
premium and the total amount of our costs incurred in our attempt(s) to perform an audit. In addition to any other
obligations under this contract, 30 days after you receive the notification, you will be obligated to pay the total premium and
costs referenced above. If, thereafter, you provide access to your records within three years after the policy expires, or
within another mutually agreed upon time, and we succeed in performing the audit to our satisfaction, we will revise your
total premium and the costs due to reflect the results of the audit.

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Endorsement Effective 04/30/14 Policy No. 73-853940-01-03 Endorsement No. 3
Insured JC Sales Premium
Insurance Company Countersigned by

California Insurance Company

(Ed. 1-08)
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WC040301B

WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

POLICY AMENDATORY ENDORSEMENT - CALIFORNIA

It is agreed that, anything in the policy to the contrary notwithstanding, such insurance as is afforded by this policy by reason of the designation
of Californiain ltem 3 of the Information Page is subject to the following provisions:

1.

Minors lllegally Employed - Not Insured. This policy does not cover liability for additional compensation imposed on you under
Section 4557, Division IV, Labor Code of the State of California, by reason of injury to an employee under sixteen years of age and illegally
employed at the time of injury.

Punitive or Exemplary Damages - Uninsurable. This policy does not cover punitive or exemplary damages where insurance of
liability therefore is prohibited by law or contrary to public policy.

Increase in Indemnity Payment - Reimbursement. You are obligated to reimburse us for the amount of increase in indemnity
payments made pursuant to Subdivision (d) of Section 4650 of the California Labor Code, if the late indemnity payment which gives rise
to the increase in the amount of payment is due less than seven (7) days after we receive the completed claim form from you. You are
obligated to reimburse us for any increase in indemnity payment not covered under this policy and will reimburse us for any increase in
indemnity payment not covered under the policy when the aggregate total amount of the reimbursement payments paid in a policy year
exceeds one hundred dollars ($100).

If we notify you in writing, within 30 days of the payment, that you are obligated to reimburse us, we will bill you for the amount of
increase in indemnity payment and collect it no later than the final audit. You will have 60 days, following notice of the obligation to
reimburse, to appeal the decision of the insurer to the Department of Insurance.

Application of Policy. Part One, “Workers Compensation Insurance”, A, “How This Insurance Applies”, is amended to read as follows:

This workers compensation insurance applies to bodily injury by accident or disease, including death resulting therefrom. Bodily injury by
accident must occur during the policy period. Bodily injury by disease must be caused or aggravated by the conditions of your
employment. Your employee’s exposure to those conditions causing or aggravating such bodily injury by disease must occur during the
policy period.

Rate Changes. The premium and rates with respect to the insurance provided by this policy by reason of the designation of California
in ltem 3 of the Information Page are subject to change if ordered by the Insurance Commissioner of the State of California pursuant to
Section 11737 of the California insurance Code.

Long Term Policy. If this policy is written for a period longer than one year, all the provisions of this policy shall apply separately to each
consecutive twelve-month period or, if the first or last consecutive period is less than twelve months, to such period of less than twelve
months, in the same manner as if a separate policy had been written for each consecutive period.

Statutory Provision. Your employer has afirst lien upon any amount which becomes owing to you by us on account of this policy, and
in the case of your legal incapacity or inability to receive the money and pay it to the claimant, we will pay it directly to the claimant.

Part Five, “Premium”, E, “Final Premium”, is amended to read as follows:

The premium shown on the Information Page, schedules, and endorsements is an estimate. The final premium will be determined after
this policy ends by using the actual, not the estimated, premium basis and the proper classifications and rates that lawfully apply to the
business and work covered by this policy. If the final premium is more than the premium you paid us, you must pay us the balance. Ifit
is less, we will refund the balance to you. The final premium will not be less than the highest minimum premium for the classifications
covered by this policy.

If this policy is canceled, final premium will be determined in the following way unless our manuals provide otherwise:

If we cancel, final premium will be calculated pro rata based on the time this policy was in force. Final premium will not be less than the
pro rata share of the minimum premium :

If you cancel, final premium may be more than pro rata; it will be based on the time this policy was in force, and may be increased by our
short-rate cancelation table and procedure. Final premium will not be less than the pro rata share of the minimum premium.

itis further agreed that this policy, including all endorsements forming a part thereof, constitutes the entire contract of insurance. No condition,
provision, agreement, or understanding not set forth in this policy or such endorsements shall affect such contract or any rights, duties, or
privileges arising therefrom.

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Endorsement Effective 04/30/14 PolicyNo. 73-853940-01-03 Endorsement No. 4
Insured JC Sales Premium
Insurance Company Countersigned by

California Insurance Company

(Ed. 01-12)
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WC 04 04 22
WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

CALIFORNIA SHORT-RATE CANCELATION ENDORSEMENT

It is agreed that, anything in the policy to the contrary notwithstanding, such insurance as is afforded by this policy by
reason of the designation of California in ltem 3 of the Information Page is subject to the following provisions:

If you cancel the policy and a disclosure was provided in accordance with Section 481(c) of the California Insurance Code,
final premium will be based on the time this policy was in force and increased by the short-rate cancelation table below:

Short Rate Cancelation Table

The premium for the canceled policy will be calculated using the Short Rate Cancelation Table. We
will use the short-rate percentage as follows:

1. Determine the payroli developed during the period the policy was in effect.

2. Determine the full policy payroll by using the following formula:

number of days for which the policy was written
- x Actual
number of days the policy was in effect Payroll

3. Apply authorized rates to such payroll

4. Calculate the extended number of days by using the following formula. If the policy was written
for a one-year period, the extended number of days is the number of days the policy was in
effect:

number of days the policy was in effect

X365
number of days for which the policy was written

5. Based on the extended number of days, apply the short rate percentage shown in the Short Rate
Cancelation Table to the full policy premium calculated in step 3. This result is the short-rate
portion of the premium.

6. Ifapplicable:
* Apply any pricing programs
* Apply any experience rating modification
+ - Apply any premium discount based on the final earned total standard premium
* Add the short rate portion of the expense constant but not less than $15
* Apply catastrophe provisions based on the earned manual premium

7. The total earned premium for the short-rate canceled policy will not be less than the annual
minimum premium applicable to the policy.

(Ed. 01-12) Page 10f3
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WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

WC 04 04 22

CALIFORNIA SHORT-RATE CANCELATION ENDORSEMENT
Short Rate Cancelation Table (cont.)

Days in Policyf Short Rate |Days in Policy] Short Rate | Days in Policy| Short Rate |Daysin Policy] Short Rate |Daysin Policy| Short Rate
Period Percentages Period Percentages Period Percentages Period Percentages Period Percentages
1 5% 46 23% 9 35% 136 48% 181 60%
2 6 47 23 92 36 137 48 182 60
3 7 48 24 93 36 138 48 183 61
4 7 49 24 94 36 139 49 184 61
5 8 50 24 95 37 140 49 185 61
6 8 51 24 96 37 141 49 186 61
7 9 52 25 97 37 142 49 187 61
8 9 53 25 98 37 143 50 188 62
9 10 54 25 9 38 144 50 189 62
10 10 55 26 100 38 145 50 190 62
11 11 56 26 101 38 146 50 191 62
12 11 57 26 102 38 147 51 192 63
13 12 58 26 103 39 148 51 193 63
14 12 59 27 104 39 149 51 194 63
15 13 60 27 105 39 150 52 195 63
16 13 61 27 106 40 151 52 196 63
17 14 62 27 107 40 152 52 197 64
18 14 63 28 108 40 153 52 198 64
19 15 64 28 109 40 154 53 199 64
20 15 65 28 110 41 155 53 200 64
21 16 66 29 111 41 156 53 201 65
22 16 67 29 12 41 157 54 202 65
23 17 68 29 113 41 158 54 203 65
24 17 69 29 114 42 159 54 204 65
25 17 70 30 115 42 160 54 205 65
26 18 71 30 116 42 161 55 206 66
27 18 72 30 117 43 162 55 207 66
28 18 73 30 118 43 163 55 208 66
29 18 74 31 119 43 164 55 209 66
30 19 75 31 120 43 165 56 210 67
31 19 76 31 121 44 166 56 211 67
32 19 77 32 122 44 167 56 212 67
33 20 78 32 123 44 168 57 213 67
34 20 79 32 124 44 169 57 214 67
35 20 80 32 125 45 170 57 215 68
36 20 81 33 126 45 171 57 216 68
37 21 82 33 127 45 172 58 217 68
38 21 83 33 128 46 173 58 218 68
39 21 84 34 129 46 174 58 219 69
40 21 85 34 130 46 175 58 220 69
41 22 86 34 131 46 176 59 221 69
42 22 87 34 132 47 177 59 222 69
43 22 88 35 133 47 178 59 223 69
44 23 89 35 134 47 179 60 224 70
45 23 90 35 135 47 180 60 225 70
(Ed. 01-12) Page 2 of 3
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WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

WC 04 04 22

CALIFORNIASHORT-RATE CANCELATION ENDORSEMENT
Short Rate Cancelation Table (cont.)

Days in Policy] Short Rate |Days in Policy] Short Rate |Days in Policy] Short Rate |Days in Policy] Short Rate [Days in Policy| Short Rate
Period Percentages Period Percentages Period Percentages Period Percentages Period Percentages

226 70% 254 76% 282 82% 310 88% 338 95%
227 70 255 76 283 83 311 89 339 95
228 70 256 77 284 83 312 89 340 95
229 71 257 77 285 83 313 89 341 95
230 7 258 77 286 83 314 89 342 95
231 71 259 77 287 83 315 90 343 96
232 71 260 77 288 84 316 90 344 96
233 72 261 78 289 84 317 90 345 96
234 72 262 78 290 84 318 90 346 96
235 72 263 78 291 84 319 90 347 97
236 72 264 78 292 85 320 9N 348 97
237 72 265 79 293 85 321 91 349 97
238 73 266 79 294 85 322 91 350 97
239 73 267 79 295 85 323 9N 351 97
240 73 268 79 296 85 324 92 352 98
241 73 269 79 297 86 325 92 353 98
242 74 270 80 298 86 326 92 354 98
243 74 27 80 299 86 327 92 355 98
244 74 272 80 300 86 328 92 356 99
245 74 273 80 301 86 329 93 357 99
246 74 274 81 302 87 330 93 358 99
247 75 275 81 303 87 331 93 359 99
248 75 276 81 304 87 332 93 360 99
249 75 277 81 305 87 333 94 361 100
250 75 278 81 306 88 334 94 362 100
251 76 279 82 307 88 335 94 363 100
252 76 280 82 308 88 336 94 364 100
253 76 281 82 309 88 337 94 365 100

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Endorsement Effective 04/30/14
Insured JC Sales

Insurance Company
California Insurance Company

(Ed.01-12)

PolicyNo. 73-853940-01-03

Page 3 of 3
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WC 000422 A
WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

TERRORISM RISK INSURANCE PROGRAM REAUTHORIZATION ACT DISCLOSURE ENDORSEMENT

This endorsement addresses the requirements of the Terrorism Risk Insurance Act of 2002 as amended and extended by
the Terrorism Risk Insurance Program Reauthorization Act of 2007. it serves to notify you of certain limitations under the
Act, and that your insurance carrier is charging premium for losses that may occur in the event of an Act of Terrorism.

Your policy provides coverage for workers compensation losses caused by Acts of Terrorism, including workers compensa-
tion benefit obligations dictated by state law. Coverage for such losses is still subject to all terms, definitions, exclusions,
and conditions in your policy, and any applicable federal and/or state laws, rules, or regulations.

Definitions
The definitions provided in this endorsement are based on and have the same meaning as the definitions in the Act. If
words or phrases not defined in this endorsement are defined in the Act, the definitions in the Act will apply.

“Act” means the Terrorism Risk Insurance Act of 2002, which took effect on Noverhber 26, 2002, and any amendments
thereto resulting from the Terrorism Risk Insurance Program Reauthorization Act of 2007.

“Act of Terrorism” means any act that is certified by the Secretary of the Treasury, in concurrence with the Secretary of
State, and the Attorney General of the United States as meeting all of the following requirements:

a. The act is an act of terrorism.
b. The act is violent or dangerous to human life, property or infrastructure.
C. The act resulted in damage within the United States, or outside of the United States in the case of the

premises of United States missions or certain air carriers or vessels.

d. The act has been committed by an individual or individuals as part of an effort to coerce the civilian population
of the United States or to influence the policy or affect the conduct of the United States Government by
coercion.

“Insured Loss” means any loss resulting from an act of terrorism (and, except for Pennsylvania, including an act of war, in
the case of workers compensation) that is covered by primary or excess property and casualty insurance issued by an
insurer if the loss occurs in the United States or at the premises of United States missions or to certain air carriers or
vessels.

“Insurer Deductible” means for the period beginning on January 1, 2008, and ending on December 31, 2014, an amount
equal to 20% of our direct earned premiums, over the calendar year immediately preceding the applicable Program Year.

“Program Year” refers to each calendar year between January 1, 2008 and December 31, 2014, as applicable.

Limitation of Liability

The Act limits our liability to you under this policy. If aggregate Insured Losses exceed $100,000,000,000 in a Program
Year and if we have met our Insurer Deductible, we are not liable for the payment of any portion of the amount of Insured
Losses that exceeds $100,000,000,000; and for aggregate Insured Losses up to $100,000,000,000, we will pay only a pro
rata share of such Insured Losses as determined by the Secretary of the Treasury.

(Ed. 09-08) Page 1 0of 2
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WC 000422 A

WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

Policyholder Disclosure Notice

1.  Insured Losses would be partially reimbursed by the United States Government. if the aggregate industry
Insured Losses exceeds $100,000,000 in a Program Year, the United States Government would pay 85% of
our Insured Losses that exceed our Insurer Deductible.

2. Notwithstanding item 1 above, the United States Government will not make any payment under the Act for
any portion of Insured Losses that exceeds $100,000,000,000.

3. The premium charge for the coverage your policy provides for Insured Losses is included in the amount shown
in ltem 4 of the Information Page or in the Schedule below.

Schedule
State Rate Premium
CA 0.000 0.00
This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.
Endorsement04 /30 /14 Effective Policy N0.73-853940-01-03 Endorsement No. 6
Insured JC Sales Premium $

Insurance CompanyCalifornia Insurance Company Countersigned by

(Ed. 09-08) Page 2 of 2
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wcooo0421C
WORKERS COMPENSATION AND EMPLOYERS LIABILITY ISURANCE POLICY

CATASTROPHE (OTHER THAN CERTIFIED ACTS OF TERRORISM)
PREMIUM ENDORSEMENT

This endorsement is notification that your insurance carrier is charging premium to cover the losses that may occur in the
event of a Catastrophe (other than Certified Acts of Terrorism) as that term is defined below. Your policy provides coverage
for workers compensation losses caused by a Catastrophe (other than Certified Acts of Terrorism). This premium charge
does not provide funding for Certified Acts of Terrorism contemplated under the Terrorism Risk Insurance Program Reautho-
rization Act Disclosure Endorsement (WC 00 04 22 A), attached to this policy.

For purposes of this endorsement, the following definitions apply:

Catastrophe (other than Certified Acts of Terrorism): Any single event, resulting from an Earthquake, Noncertified Act
of Terrorism, or Catastrophic Industrial Accident, which results in aggregate workers compensation losses in excess
of $50 million.

Earthquake: The shaking and vibration at the surface of the earth resulting from underground movement along a fault
plane or from volcanic activity.

Noncertified Act of Terrorism: An event that is not certified as an Act of Terrorism by the Secretary of Treasury
pursuant to the Terrorism Risk Insurance Act of 2002 (as amended) but that meets all of the following criteria:

a.lt is an act that is violent or dangerous to human life, property, or infrastructure;

b. The act results in damage within the United States, or outside of the United States in the case of the premises
of United States missions or air carriers or vessels as those terms are defined in the Terrorism Risk Insurance Act
of 2002 (as amended); and

c.ltis an act that has been committed by an individual or individuals as part of an effort to coerce the civilian
population of the United States or to influence the policy or affect the conduct of the United States Government by
coercion.

Catastrophic Industrial Accident: A chemical release, large explosion, or small blast that is localized in nature and
affects workers in a small perimeter the size of a building.

The premium charge for the coverage your policy provides for workers compensation losses caused by a Catastrophe
(other than Certified Acts of Terrorism) is shown in ltem 4 of the Information Page or in the Schedule below.

Schedule
State Rate Premium
CA 0.00 0.00

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Endorsement 04 /30/14 Effective Policy No.73-853940-01-03  Endorsement No. 7
Insured JC Sales Premium $

Insurance Company California Insurance Company Countersigned by

(Ed. 09-08)
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WC 040303
WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

OFFICERS AND DIRECTORS COVERAGE / EXCLUSION ENDORSEMENT--CALIFORNIA

If the employer named in item 1 of the Information Page is a private corporation whose officers and directors are the sole

shareholders, this policy applies to all such officers and directors, as employees, except those excluded below or named
as excluded in item 4 of the Information Page.

Officers and Directors Excluded Title
James Shim

Chairman - 80% ownership
K. Kenneth Suh President - 20% ownership
Bongjin Chang Owner (Karis, Inc) - 20% ownership

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Endorsement Effective 04/30/14

Policy No. 73-853940-01-03 EndorsementNo. 8
Insured JC Sales

Premium 0.00

Insurance Company Countersigned by
California Insurance Company

(Ed. 1-85)
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WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY WC 01 03 03

WAIVER OF OUR RIGHT TO RECOVER FROM OTHERS ENDORSEMENT

We have the right to recover our payments from anyone liable for an injury covered by this policy. We will not enforce our
right against the person or organization named in the Schedule, but this waiver applies only with respect to bodily injury
arising out of the operations described in the Schedule where you are required by a written contract to obtain this waiver
from us.

This endorsement shall not operate directly or indirectly to benefit anyone not named in the Schedule.

The premium for this endorsement is shown in the Schedule.

Schedule

1. (x) Specific Waiver
Name of person or organization:
Prologis L.P. and its affiliates
Prologis USLV Operating Partnership, LP
17777 Center Court Drive N. , Suite 100
Cerritos, CA 90703

() Blanket Waiver
Any person or organization for whom the Named Insured has agreed by written contract to furnish this waiver.

2. Operations:
6195 Randolph Street
Commerce, CA 90058

3. Premium 250

The premium charge for this endorsement shall be  of the premium developed on payroll in connection with work
performed for the above person(s) or organization(s) arising out of the operations described.

4. Minimum Premium

5. Advance Premium

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Endorsement Effective 04/30/14 Policy N0.73-853940-01-03 Endorsement No. 9

Insured JC Sales Premium$ 250.00
0] v . /

Insurance Company California Insurance Company Countersigned by /

7
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WC 890600B

WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

The following item(s)

OOdoOXOOOOd

POLICY INFORMATION PAGE ENDORSEMENT

Insured's Name (WC 89 06 01)

Policy Number (WC 89 06 02)

Effective Date (WC 89 06 03)

Expiration Date (WC 89 06 04)

Insured’s Maiting Address (WC 89 06 05)
Experience Modification (WC 89 04 06)
Producer’'s Name (WC 89 06 07)

Change in Workplace of Insured (WC 89 06 08)

Insured’s Legal Status (WC 89 06 10)

1S CHANGED TO READ:
CA Experience Modification: 1.1500 effective 04/30/14 - 04/29/15
CA Loss Rating Factor: 1.71 effective 04/30/14 - 04/29/15

*Item 4. Change to: PER ENDORSEMENT 2 FORM WC174

OO0 OOOO

ltem 3.A. States (WC 89 06 11)

itern 3.B. Limits (WC 89 06 12)

ltem 3.C. States (WC 89 06 13)

Item 3.D. Endorsement Numbers (WC 89 06 14)

Item 4.* Class, Rate, Other (WC 89 04 15)

Interim Adjustment of Premium (WC 89 04 16)

Carrier Servicing Office (WC 89 06 17)
Interstate/Intraststate Risk |.D. Number (WC 89 06 18)
Carrier Number (WC 89 06 19)

Issuing Agency/Producer Office Address (WC 89 06 25)
(AL, AZ, AR, DC, FL, ID, IL, KS, MD, NH, TN, UT - only)

Classifications

Code
No.

Premium Basis
Total Estimated

Annual Rate Per $100 Estimated

Remuneration of Remuneration Annual Premium

Minimum Premium $

Total Estimated Annual Premium $

Deposit Premium $

Alli other items and conditions of this policy remain unchanged.

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Policy Effective 04/30/14

Endorsement Effective 04 /30/14

Insured JC Sales

Insurance Company California Insurance Company
NCCI CarrierCode 22358

(Ed. 7-87)
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PolicyNo. 73-853940-01-03 EndorsementNo. 1.0

Premium 0.00

Countersigned by




WORKERS

COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY WC890609 C

POLICY TERMINATION/CANCELLATION/REINSTATEMENT NOTICE

Carrier Name/NCCI Carrier Code California Insurance Company/22358

Insured’sName JC Sales
FederalIDNo. 954446696
Insured’sAddress 2600 S Soto St

Vernon, CA 90058-8015

Policy Number Policy Effective Date Policy Expiration Date

73-853940-01-03 04/30/14 04/30/15

Issue Date

Termination/Cancellation/Nonrenewal
The coverage provided by the policy number shown above is being X nonrenewed or
terminated/cancelled, flat, X prorata, or short rate, effective_04/30/15 12:01 a.m. standard

time at the insured’s mailing address for the following reason(s):
Client Elect

Reinstatement

The coverage provided by the policy number shown above and previously nonrenewed, canceled or
scheduled for cancellation is being reinstated effective 12:01 a.m. standard time
at the insured’s mailing address.

05/06/15

Issuing Office Omaha, NE

Producer's Name AU Insurance Services

Date Stamp

(For NCCl use only):
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NOTICE TO POLICYHOLDER PN AU 99 05
Loss Control Consultation Services

California law (Labor Code Section 6354.5) requires workers’ compensation insurers to maintain and provide
occupational safety and health loss control consultation services to insured policyholder places of employment
that may pose hazards. We are committed to helping our California employers provide safe and healthy work-
places for their employees through loss control services appropriate to their individual businesses. This notice
is provided to you as one of our policyholders and describes our loss control consultation services which are
available upon request at no additional cost to you.

WORKPLACE SURVEY

We can conduct a survey of your operations to identify safety and health hazards, and existing physical and
management controls of those hazards, that have the potential to affect the frequency and severity of work
place injuries and ilinesses. When hazards are noted, we will provide you with written training materials ad-
dressing them. Included with the survey is an evaluation of your loss control management program including
discussions with management and where appropriate non-management personnel with permission of the
employer.

REVIEW OF INJURY RECORDS

We can assist you by analyzing employee accidents and previous loss experience to identify underlying acci-
dent causes. A review of loss records with appropriate personnel can help identify those factors most related.to
the specific loss you have experienced.

DEVELOPMENT OF PLAN

We can assist you in developing a comprehensive safety and health program to minimize workplace accidents,
including, where appropriate, modifications to your Section 3203 Employer Injury and lliness Prevention Pro-
gram if needed to address concerns in the plan to improve your loss control experience.

ADDITIONAL SERVICES

We make additional Loss Control services available that are not required under California law to assist you with
your loss prevention efforts. Some of those services and materials are described below.

OSHA Training Materials Sample Safety Programs
On-Site Audit Sample Drug Testing Program
Recordkeeping Forms Safety Meetings

To obtain these services please send a request in writing to:
Applied Underwriters

P.O. Box 3646

Omaha, Nebraska 68103

Workers’ compensation insurance policy holders may direct questions or complaints about the insurer’s loss
control consultation services by contacting : State of California, Department of Industrial Relations, Loss
Control Services Coordinator, The Commission on Health, Safety & Workers’ Compensation, 1515 Clay Street,
Room 901, Oakland, CA 94612 (510) 622-3959.
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POLICYHOLDER NOTICE
YOUR RIGHT TO RATING AND DIVIDEND INFORMATION

INFORMATION AVAILABLE TO YOU

Information Available from Us - California insurance Company
General questions regarding your policy should be directed to California Insurance Company.

California Insurance Company
P.O. Box 281900
San Francisco, CA 94128-1900
Telephone: 877-234-4450
Fax: 415-508-0374
www.auw.com

DIVIDEND CALCULATION. If this is a particular policy (a policy on which a dividend may be paid), upon payment or
non-payment of a dividend, we shall provide a written explanation to you that sets forth the basis of the dividend
calculation. The explanation will be in clear, understandable language and will express the dividend as a dollar amount
and as a percentage of the earned premium for the policy year on which the dividend is calculated.

CLAIMS INFORMATION. Pursuant to Sections 3761 and 3762 of the California Labor Code, you are entitled to receive
information in our claim files that affects your premium. Copies of documents will be supplied at your expense during
reasonable business hours.

For claims covered under this policy, we will estimate the ultimate cost of unsettled claims for statistical purposes
eighteen months after the policy becomes effective and will report those estimates to the Workers’ Compensation
Insurance Rating Bureau of California (WCIRB) no later than twenty months after the policy becomes effective. The cost
of any settled claims will also be reported at that time. At twelve-month intervals thereatter, we will update and report to
the WCIRB the estimated cost of any unsetiled claims and the actual final cost of any claims settled in the interim. The
amounts we report will be used by the WCIRB to compute your experience modification if you are eligible for experience
rating.

Information Available from the Workers’ Compensation Insurance Rating Bureau of California

The WCIRB is a licensed rating organization and the California Insurance Commissioner’s designated statistical agent.
As such, the WCIRB is responsible for administering the California Workers’ Compensation Uniform Statistical Reporting
Plan -1995 (USRP) and the California Workers’ Compensation Experience Rating Plan-1995 (ERP). Contact
information for the WCIRB is: WCIRB, 525 Market Street, Suite 800, San Francisco, California 94105-2767, Attention:
Customer Service. You may also contact WCIRB Customer Service at 1-888-229-2472, by fax at 415-778-7272, or via
the Internet at the WCIRB’s website: http://www.wcirb.com. The regulations contained in the USRP and the ERP are
available for public viewing through the WCIRB'’s website.

POLICYHOLDER INFORMATION. Pursuant to California Insurance Code (CIC) Section 11752.6, upon written request,
you are entitled to information relating to loss experience, claims, classification assignments, and policy contracts as weli
as rating plans, rating systems, manual rules, or other information impacting your premium that is maintained in
the records of the WCIRB. Complaints and Requests for Action requesting policyholder information should be
forwarded to: WCIRB, 525 Market Street, Suite 800, San Francisco, California 94105-2767, Attention: Custodian of
Records. The Custodian of Records can be reached by telephone at 415-777-0777 and by fax at 415-778-7272.

EXPERIENCE RATING FORM. Each experience rated risk may receive a single copy of its current Experience
Rating Form free of charge by completing a Policyholder Rate Sheet Request Form on the WCIRB’s website at
http://www.wcirb.com/ratesheet. The Experience Rating Form will include a Loss-Free Rating, which is the experi-
ence modification that would have been calculated if $0 (zero) actual losses were incurred during the experience
period. This hypothetical rating calculation is provided for informational purposes only.

DISPUTE PROCESS
You may dispute our actions or the actions of the WCIRB pursuant to CIC Sections 11737 and 11753.1.
Our Dispute Resolution Process.

If you are aggrieved by our decision adopting a change in a classification assignment that results in increased premium,
or by the application of our rating system to your workers’ compensation insurance, you may dispute these matters with
us. If you are dissatisfied with the outcome of the initial dispute with us, you may send us a written Complaint and
Request for Action as outlined below.

You may send us a written Complaint and Request for Action requesting that we reconsider a change in a classification
assignment that results in an increased premium and/or requesting that we review the manner in which our rating system
has been applied in connection with the insurance afforded or offered you. Written Complaints and Requests for Action
should be forwarded to: California Insurance Company, P.O. Box 281900, San Francisco, CA 94128-1900, Phone
No. (877) 234-4450; Fax No. (415) 508-0374.
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After you send your Compiaint and Request for Action, we have 30 days to send you a written notice indicating whether
or not your written request will be reviewed. If we agree to review your request, we must conduct the review and issue a
decision granting or rejecting your request within 60 days after sending you the written notice granting review. If we
decline to review your request, if you are dissatisfied with the decision upon review, or if we fail to grant or reject your
request or issue a decision upon review, you may appeal o the insurance commissioner as descrived in paragraph 11.C.,

below.

Disputing the Actions of the WCIRB. If you have been aggrieved by any decision, action, or omission to act of the
WCIRB, you may request, in writing, that the WCIRB reconsider its decision, action, or omission to act. You may also request,
in writing, that the WCIRB review the manner in which its rating system has been applied in connection with the insurance afforded
or offered you. For requests related to classification disputes, the reporting of experience, or coverage issues, your initial request
for review must be received by the WCIRB within 12 months after the expiration date of the policy to which the request for
review pertains, except if the request involves the application of the Revision of Losses rule. For requests related to your
experience modification, your initial request for review must be received by the WCIRB within 6 months after the issuance, or 12
months after the expiration date, of the experience modification to which the request for review pertains, whichever is later, except
if the request for review involves the application of the Revision of Losses rule. If the request involves the Revision of Losses rule,
the time to state your appeal may be longer. (See Section VI, Rule 14 of the ERP).

You may commence the review process by sending the WCIRB a written Inquiry. Written [nquiries should be sent to:
WCIRB, 525 Market Street, Suite 800, San Francisco, Califomia 94105-2767, Attention: Customer Service. Customer
Service can be reached by telephone at 1-888-229-2472, and by fax at 415-778-7272.

If you are dissatisfied with the WCIRB's decision upon an Inquiry, or if the WCIRB fails to respond within 90 days after receipt of
the Inquiry, you may pursue the subject of the Inquiry by sending the WCIRB a written Complaint and Request for Action. After you
send your Complaint and Request for Action, the WCIRB has 30 days to send you written notice indicating whether or not your
written request will be reviewed. If the WCIRB agrees to review your request, it must conduct the review and issue a decision
granting or rejecting your request within 60 days after sending you the written notice granting review. if the WCIRB declines to
review your request, if you are dissatisfied with the decision upon review, or if the WCIRB fails to grant or reject your request
or issue a decision upon review, you may appeal to the insurance commissioner as described in paragraph I .C., below. Written
Complaints and Requests for Action should be forwarded to: WCIRB, 525 Market Sireet, Suite 800, San Francisco, Califomia
94105-2767, Attention: Complaints and Reconsiderations. The WCIRB's telephone number is 1-888-229-2472, and the
fax number is 415-371-5204.

California Department of Insurance - Appeals to the Insurance Commissioner. If, after you foliow the appropriate
dispute resolution process described above, we or the WCIRB decline to review your request, if you are dissatisfied with
the decision upon review, or if we or the WCIRB fail to grant or reject your request or issue a decision upon review, you
may appeal to the insurance commissioner pursuant to CIC Sections 11737, 11752.6, 11753.1 and Title 10, California
Code of Regulations, Section 2509.40 et seq. You must file your appeal within 30 days after we or the WCIRB send you
the notice rejecting review of your Complaint and Request for Action or the decision upon your Complaint and Request for
Action. If no written decision regarding your Complaint and Request for Action is sent, your appeal must be filed within
120 days after you sent your Complaint and Request for Action to us or to the WCIRB. The filing address for all appeals
to the insurance commissioner is:

Administrative Hearing Bureau
California Department of Insurance
45 Fremont Street, 22nd Floor
San Francisco, California 94105

You have the right to a hearing before the insurance commissioner, and our action, or the action of the WCIRB, may be
affirmed, modified, or reversed.

RESOURCES AVAILABLE TO YOU IN OBTAINING INFORMATION AND PURSUING DISPUTES

Policyholder Ombudsman. Pursuant to California Insurance Code Section 11752.6, a policyholder ombudsman is
available at the WCIRB to assist you in obtaining and evaluating the rating, policy, and claims information referenced in
I.A. and 1.B., above. The ombudsman may advise you on any dispute with us, the WCIRB, or on an appeal to the
insurance commissioner pursuant to Section 11737 of the Insurance Code. The address of the policyholder ombudsman
is WCIRB, 525 Market Street, Suite 800, San Francisco, California 94105-2767, Attention: Policyholder Ombudsman.
The policyholder ombudsman can be reached by telephone at 415-778-7159 and by fax at 415-371-5288.

California Department of Insurance - Information and Assistance. Information and assistance on policy questions
can be obtained from the Department of Insurance Consumer HOTLINE, 1-800-927-HELP (4357) or
http://www.insurance.ca.gov. For questions and correspondence regarding appeals to the Administrative Hearing Bureau,
see the contact information in paragraph [1.C.

This notice does not change the policy to which it is attached.
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POLICYHOLDER NOTICE

California Workers’ Compensation
Insurance Rating Laws

Pursuant to Section 11752.8 of the California Insurance Code, we are providing you with an explanation of the
California workers’ compensation rating laws.

1.

We establish our own rates for workers’ compensation. Our rates, rating plans, and related information are filed
with the insurance commissioner and are open for public inspection.

The insurance commissioner can disapprove our rates, rating plans, or classification only if he or she has
determined after public hearing that our rates might jeopardize our ability to pay claims or might create a monopoly
in the market. A monopoly is defined by law as a market where one insurer writes 20% or more of that part of the
California workers’ compensation insurance that is not written by the State Compensation Insurance Fund. If the
insurance commissioner disapproves our rates, rating plans, or classifications, he or she may order an increase in
the rates applicable to outstanding policies.

Rating organizations may develop pure premium rates that are subject to the insurance commissioner’s approval.
A pure premium rate reflects the anticipated cost and expenses of claims per $100 of payroll for a given
classification. Pure premium rates are advisory only, as we are not required to use the pure premium rates
developed by any rating organization in establishing our own rates. .

We must adhere to a single, uniform experience rating plan. If you are eligible for experience rating under the plan,
we will be required to adjust your premium to reflect your claim history. A better claim history generally results in a
lower experience rating modification; more claims, or more expensive claims, generally result in a higher
experience rating modification. The uniform experience rating plan, which is developed by the insurance rating
organization designated by the insurance commissioner, is subject to approval by the insurance commissioner.

A standard classification system, developed by the insurance rating organization designated by the insurance
commissioner, is subject to approval by the insurance commissioner. The standard classification system is a
method of recognizing and separating policyholders into industry or occupational groups according to their
similarities and/or differences. We can adopt and apply the standard classification system or develop and apply
our own classification system, provided we can report the payroll, expenses, and other costs of claims in a way
that is consistent with the uniform statistical plan or the standard classification system.

Our rates and classifications may not violate the Unruh Civil Rights Act or be unfairly discriminatory.
We will provide an appeal process for you to appeal the way we rate your insurance policy. The process requires

us to respond to your written appeal within 30 days. If you are not satisfied with the result of your appeal, you may
appeal our decision to the insurance commissioner.

CALIFORNIA WORKERS’ COMPENSATION INSURANCE
NOTICE OF NONRENEWAL

Section 11664 of the California Insurance Code required us, in most instances, to provide you with a notice of
nonrenewal. Except as specified in paragraphs 1 through 6 below, if we elect to nonrenew your policy, we are required
to deliver or mail to you a written notice stating that reason or reasons for the nonrenewal of the policy. The notice is
required to be sent to you no earlier than 120 days before the end of the policy period and no later than 30 days before
the end of the policy period. If we fail to provide you the required notice, we are required to continue the coverage
under the policy with no change in the premium rate until 60 days after we provide you with the required notice.
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We are not required to provide you with a notice of nonrenewal in any of the following situations:

1.

Your policy was transferred or renewed without a change in its terms or conditions or the rate on which the
premium is based to another insurer or other insurers who are members of the same insurance group as us.

The policy was extended for 90 days or less and the required notice was given prior to the extension.

You obtained replacement coverage or agreed, in writing, within 60 days of the termination of the policy, to obtain
that coverage.

The policy is for a period of no more than 60 days and you were notifed at the time of the issuance that it may not be
renewed.

You requested a change in the terms or conditions or risks covered by the policy within 60 days prior to the end of
the policy period.

We made a written offer to you to renew the policy at a premium rate increase of less than 25 percent.

(A) If the premium rate in your governing classification is to be increased 25 percent or greater and we intend to
renew the policy, we shall provide a written notice of a renewal offer not less than 30 days prior to the policy
renewal date. The governing classification shall be determined by the rules and regulations established in
accordance with California Insurance Code Section 11750.3(c).

(B) For purposes of this Notice, “premium rate” means the cost of insurance per unit of exposure prior to the
application of individual risk variations based on loss or expense considerations such as scheduled rating and
experience rating.

This notice does not change the policy to which it is attached.
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WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

POLICYHOLDER NOTICE

CALIFORNIAINSURANCE GUARANTEE ASSOCIATION {CiGA) SURCHARGE

Companies writing property and casualty insurance business in California are required to participate in the California
Insurance Guarantee Association. If a company becomes insolvent, the California Insurance Guarantee Association
settles unpaid claims and assesses each insurance company for its fair share.

California law requires all companies to surcharge policies to recover these assessments. If your policy is surcharged,
“CA Surcharge” or “CA Surcharge (CIGA Surcharge)” with an amount will be displayed on your premium notice.

This notice does not change the policy to which it is attached.

This endorsement changes the policy to which it is attached and is effective on the date issued unless otherwise stated.

Endorsement Effective 04/30/14 Policy No. 73-853940-01-03 EndorsementNo. 103
Insured JC Sales Premium
Insurance Company Countersigned by

California Insurance Company

(Ed 12-01)
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California Insurance Company

10825 Old Mill Road
Omaha, Nebraska 68154

WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY

WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY
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IMPORTANT: This Quick Reference is not part of the Workers Compensation and Employers Liability
Policy and does not provide coverage. Refer to the Workers Compensation and Employers
Liability policy itself for actual contractual provisions.

Policyholders seeking information regarding coverage, or for assistance in resolving complaints
can contact the Company by phone at 877-234-4420.

PLEASE READ THE WORKERS COMPENSATION AND EMPLOYERS LIABILITY POLICY CAREFULLY.

CIC-WC-07/01/11

155



WORKERS COMPENSATION AND
EMPLOYERS LIABILITY INSURANCE POLICY

In return for the payment of the premium and subject to all terms of this policy, we agree with you as follows:

GENERAL SECTION

The Policy

This policy includes at its effective date the Informa-
tion Page and all endorsements and schedules list-
ed there. It is a contract of insurance between you
(the employer named in ltem 1 of the Information Page)
and us (the insurer named on the Information Page).
The only agreements relating to this insurance are stated
in this policy. The terms of this policy may not be
changed or waived except by endorsement issued by
us to be part of this policy.

. Who is Insured

You are insured if you are an employer named in ltem
1 of the Information Page. If that employer is a part-
nership, and if you are one of its partners, you are
insured, but only in your capacity as an employer of
the partnership’s employees.

. Workers Compensation Law

Workers Compensation Law means the workers or

workmen’s compensation law and occupational dis-
ease law of each state or territory named in ltem
3.A. of the Information Page. ltincludes any amend-
ments to that law which are in effect during the policy
period. Itdoes notinclude any federal workers or work-
men’s compensation law, any federal occupational
disease law or the provisions of any law that provide
nonoccupational disability benefits.

State

State means any state of the United States of Ameri-
ca, and the District of Columbia.

Locations

This policy covers all of your workplaces listed in
Items 1 or 4 of the Information Page; and it covers
all other workplaces in Item 3.A. states unless you
have other insurance or are self-insured for such
workplaces.

PART ONE - WORKERS COMPENSATION INSURANCE

How This Insurance Applies

This workers compensation insurance applies to
bodily injury by accident or bodily injury by disease.
Bodily injury includes resulting death.

1. Bodily injury by accident must occur during the
policy period.

2. Bodily injury by disease must be caused or ag-
gravated by the conditions of your employment.
The employee’s last day of last exposure to the
conditions causing or aggravating such bodily in-
jury by disease must occur during the policy
period.

We Will Pay

We will pay promptly when due the benefits required
of you by the workers compensation law.

. We Will Defend

" We have the right and duty to defend at our expense
any claim, proceeding or suit against you for benefits
payable by this insurance. We have the right to in-
vestigate and settle these claims, proceedings or
suits.

We have no duty to defend a claim, proceeding or
suit that is not covered by this insurance.

Page 1

D. We Will Also Pay

We will also pay these costs, in addition to other
amounts payable under this insurance, as part of any
claim, proceeding or suit we defend:

1. reasonable expenses incurred at our request, but
not loss of earnings;

2. premiums for bonds to release attachments and
for appeal bonds in bond amounts up to the
amount payable under this insurance;

3. litigation costs taxed against you;

4. intereston a judgementas required by law until
we offer the amount due under this insurance;
and

5. expenses we incur.

Other Insurance

We will not pay more than our share of benefits and
costs covered by this insurance and other insurance
or self-insurance. Subject to any limits of liability that
may apply, all shares will be equal until the loss is
paid. If any insurance or self-insurance is exhaust-
ed, the shares of all remaining insurance will be equal
until the loss is paid.

CIC-WC-07/01/11
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F. Payments You Must Make

You are responsible for any payments in excess of
the benefits regularly provided by the workers com-
pensation law including those required because:
1. of your serious and willful misconduct;

2. you knowingly employ an employee in violation
of law;

3. you failto comply with a health or safety law or
regulation; or

4. youdischarge, coerce or otherwise discriminate
against any employee in violation of the workers
compensation law.

If we make any payments in excess of the benefits

regularly provided by the workers compensation law
on your behalf, you will reimburse us promptly.
Recovery From Others

We have your rights, and the rights of persons enti-
tled to the benefits of this insurance, to recover our
payments from anyone liable for the injury. You will
do everything necessary to protect those rights for
us and to help us enforce them.

Statutory Provisions

These statements apply where they are required by
law.

1. Asbetweenan injured worker and us, we have

notice of the injury when you have notice.

2. Your default or the bankruptcy or insoivency of
you or your estate will not relieve us of our duties
under this insurance after an injury occurs.

3. We are directly and primarily liable to any per-
son entitled to the benefits payable by this insur-
ance. Those persons may enforce our duties; so
may an agency authorized by law. Enforcement
may be against us or against you and us.

4. Jurisdiction over you is jurisdiction over us for
purposes of the workers compensation law. We
are bound by decisions against you under that
law, subject to the provisions of this policy that
are not in conflict with that law.

5. Thisinsurance conforms to the parts of the work-
ers compensation law that apply to:

a. Dbenefits payable by this insurance;

b. special taxes, payments into security or other
special funds, and assessments payable by
us under that law.

6. Terms of this insurance that conflict with the
workers compensation law are changed by this
statement to conform to that law.

Nothing in these paragraphs relieves you of your
duties under this policy.

PART TWO - EMPLOYERS LIABILITY INSURANCE

How This Insurance Applies

This employers liability insurance applies to
bodily injury by accident or bodily injury by
disease. Bodily injury includes resulting death.

1. The bodily injury must arise out of and in the
course of the injured employee’s employment by
you.

2. The employment mustbe necessary or inciden-
tal to your work in a state or territory listed in item
3.A. of the Information Page.

3. Bodily injury by accident must occur during the
policy period.

4. Bodily injury by disease must be caused or ag-
gravated by the conditions of your employment.
The employee’s last day of last exposure to the
conditions causing or aggravating such bodily in-
jury by disease must occur during the policy
period.

5. If you are sued, the original suit and any related
legal actions for damages for bodily injury by ac-
cident or by disease must be brought in the Unit-
ed States of America, its territories or posses-
jons, or Canada.

Page 2

B. We Will Pay

We will pay all sums that you legally must pay as dam-
ages because of bodily injury to your employees,
provided the bodily injury is covered by this Employ-
ers Liability Insurance.

The damages we will pay, where recovery is permit-
ted by law, include damages:

1. Forwhich you are liable to a third party by rea-
son of a claim or suit against you by that third
party to recover the damages claimed against
such third party as a result of injury to your em-
ployee;

2. Forcare andloss of services; and

3. For consequential bodily injury to a spouse,

child, parent, brother or sister of the injured
employee; provided that these damages are
the direct consequence of bodily injury that
arises out of and in the course of the injured
employee’s employment by you; and

4. Because of bodily injury to your employee that
arises out of and in the course of employment,
claimed against you in a capacity other than as
employer.
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C. Exclusions

This insurance does not cover:

1.

10.

1.

Liability assumed under a contract. This exclu-
sion does not apply to a warranty that your work
will be done in a workmaniike manner;

Punitive or exemplary damages because of bodily
injury to an employee employed in violation of
law;

Bodily injury to an employee while employed in
violation of law with your actual knowledge orthe
actual knowledge of any of your executive
officers;

Any obligation imposed by a workers compensa-
tion, occupational disease, unemployment com-
pensation, or disability benefits law, or any
similar law;

Bodily injury intentionally caused or aggravated
by you;

Bodily injury occurring outside the United States
of America, its territories or possessions, and
Canada. This exclusion does not apply to bodily
injury to a citizen or resident of the United States
of America or Canada who is temporarily outside
these countries;

Damages arising out of coercion, criticism, de-
motion, evaluation, reassignment, discipline,
defamation, harassment, humiliation, discrimi-
nation against or termination of any employee,
or any personnel practices, policies, acts or
omissions;

Bodily injury to any person in work subject to the
Longshore and Harbor Workers’ Compensation Act
(33 USC Sections 901-950), the Nonappropriated
Fund Instrumentalities Act (5 USC Sections 8171-
8173), the Outer Continental Shelf Lands Act (43
USC Sections 1331-1356a.), the Defense Base Act
(42 USC Sections 1651-1654), the Federal Coal
Mine Safety and Health Act (30 USC Sections 801-
945), any other federal workers or workmen’s com-
pensation law or other federal occupational disease
law, or any amendments fo these laws;

Bodily injury to any person in work subject to the
Federal Employers’ Liability Act (45 USC Sections
51-60), any other federal laws obligating an em-
ployer to pay damages to an employee due to
bodily injury arising out of or in the course of em-
ployment, or any amendments to those laws;

Bodily injury to a master or member of the crew
of any vessel;

Fines or penalties imposed for violation of feder-
al or state law; and

Page 3

12. Damages payable under the Migrant and Season-
al Agricultural Worker Protection Act (29 USC Sec-
tions 1801-1872) and under any other federal law
awardingdamages for violation of those laws or regu-
lations issued there under, and any amendments
to those laws.

. We Will Defend

We have the right and duty to defend, at our expense,
any claim, proceeding or suit against you for damages
payable by this insurance. We have the right to in-
vestigate and settle these claims, proceedings and
suits.

We have no duty to defend a claim, proceeding or
suit thatis not covered by this insurance. We have
no duty to defend or continue defending after we
have paid our applicable limit of liability under this
insurance.

We Will Also Pay

We will also pay these costs, in addition to other
amounts payable under this insurance, as part of any
claim, proceeding, or suit we defend:

1. Reasonable expenses incurred atour request, but
not loss of earnings;

2. Premiums for bonds to release attachments and
for appeal bonds in bond amounts up to the lim-
it of our liability under this insurance;

3. Litigation costs taxed against you;

4. Intereston a judgement as required by law un-
til we offer the amount due under this insur-
ance; and

5. Expenseswe incur.
Other Insurance

We will not pay more than our share of damages and
costs covered by this insurance and other insurance
or self-insurance. Subject to any limits of liability that
apply, all shares will be equal until the loss is paid.
If any insurance or self-insurance is exhausted, the
shares of all remaining insurance and self-insurance
will be equal until the loss is paid.

. Limits of Liability

Cur liability to pay for damages is limited. Our limits
of liability are shown in ltem 3.B. of the Information
Page. They apply as explained below.

1. Bodily Injury by Accident. The limit shown for
“bodily injury by accident - each accident” is the
most we will pay for all damages covered by this
insurance because of bodily injury to one or more
employees in any one accident.

A disease is not bodily injury by accident unless
it results directly from bodily injury by accident.

ClC-wc-07/01/11
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2. Bodily Injury by Disease. The limit shown for
“bodily injury by disease - policy limit” is the
most we will pay for all damages covered by this
insurance and arising out of bodily injury by dis-
ease, regardless of the number of employees
who sustain bodily injury by disease. The limit
shown for “bodily injury by disease - each em-
ployee” is the most we will pay for ail damages
because of bodily injury by disease to any one
employee.

Bodily injury by disease does not include disease
that results directly from a bodily injury by ac-
cident.

3. Wewillnot pay any claims for damages after we
have paid the applicable limit of our liability un-
der this insurance.

H. Recovery From Others
We have your rights to recover our payment from any-

one liable for an injury covered by this insurance. You
will do everything necessary to protect those rights
for us and to help us enforce them.

Actions Against Us

There will be no right of action against us under this
insurance unless:

1. You have complied with all the terms of this poli-
cy; and

2. The amount you owe has been determined with
our consent or by actual trial and final judgement.

This insurance does not give anyone the right to add
us as a defendant in an action against you to deter-
mine your liability. The bankruptcy or insolvency of
you or your estate will not relieve us of our abligations
under this Part.

PART THREE - OTHER STATES INSURANCE

A. How This Insurance Applies

1. This other states insurance applies only if one
or more states are shown in ltem 3.C. of the In-
formation Page.

2. Ifyoubegin work in any one of those states after
the effective date of this policy and are not in-
sured or are not self-insured for such work, all
provisions of the policy will apply as though that
state were listed in ltem 3.A. of the Information
Page.

3. We will reimburse you for the benefits required

by the workers compensation law of that state
if we are not permitted to pay the benefits directly
to persons entitled to them.

4. Ifyou have work on the effective date of this poli-
cy in any state not listed in item 3.A. of the In-
formation Page, coverage will not be afforded for
that state unless we are notified within thirty
days.

B. Notice

Tell us at once if you begin work in any state listed
in Item 3.C. of the Information Page.

PART FOUR - YOUR DUTIES IF INJURY OCCURS

Tell us at once if injury occurs that may be covered by
this policy. Your other duties are listed here.

1. Provide forimmediate medical and other services re-
quired by the workers compensation law.

2. Give us or our agent the names and addresses of the
injured persons and of witnesses, and other informa-
tion we may need.

3. Promptly give us all notices, demands and legal pa-

pers related to the injury, claim, proceeding or suit.

Cooperate with us and assist us, as we may request,
in the investigation, settlement or defense of any
claim, proceeding or suit.

Do nothing after an injury occurs that would inter-
fere with our right to recover from others.

Do not voluntarily make payments, assume obliga-
tions or incur expenses, except at your own cost.

PART FIVE - PREMIUM

A. Our Manuals

All premium for this policy will be determined by our
manuals of rules, rates, rating plans and classifica-
tions. We may change our manuals and apply the
changes to this policy if authorized by law or a gov-
ernmental agency regulating this insurance.

B. Classifications

ltem 4 of the Information Page shows the rate and
premium basis for certain business or work classifi-
cations. These classifications were assigned based
on an estimate of the exposures you would have dur-

Page 4

ing the policy period. If your actual exposures are not
properly described by those classifications, we will
assign proper classifications, rates and premium ba-
sis by endorsement to this policy.

Remuneration

Premium for each work classification is determined
by multiplying a rate times a premium basis.
Remuneration is the most common premium basis.
This premium basis includes payroll and all other
remuneration paid or payable during the policy peri-
od for the services of:

CIC-WC-07/0111
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1. allyourofficers and employees engaged in work
covered by this policy; and

2. all other persons engaged in work that could
make us liable under Part One (Workers Com-
pensation Insurance) of this policy. If you do not
have payroll records for these persons, the con-
tract price for their services and materials may
be used as the premium basis. This paragraph 2
will not apply if you give us proof that the em-
ployers of these persons lawfully secured their
workers compensation obligations.

Premium Payments

You will pay all premium when due. You will pay the
premium even if part or all of a workers compensa-
tion law is not valid.

Final Premium

The premium shown on the Information Page, sched-
ules, and endorsements is an estimate. The final
premium will be determined after this policy ends by
using the actual, not the estimated, premium basis
and the proper classifications and rates that lawfully
apply to the business and work covered by this poli-
cy. Ifthe final premium is more than the premium
you paid to us, you must pay us the balance. Ifitis
less, we will refund the balance to you. The final
premium will not be less than the highest minimum
premium for the classifications covered by this policy.

If this policy is canceled, final premium will be de-
termined in the following way unless our manuals
provide otherwise:

1. Ifwe cancel, final premium will be calculated pro
rata based on the time this policy was in force.
Final premium will not be less than the pro rata
share of the minimum premium.

2. If you cancel, final premium will be more than
pro rata; it will be based on the time this policy
was in force, and increased by our short-rate
cancelation table and procedure. Final premium
will not be less than the minimum premium.

Records

You will keep records of information needed to com-

pute premium. You will provide us with copies of

those records when we ask for them.

. Audit

You will let us examine and audit all your records that
relate to this policy. These records include ledgers,
journals, registers, vouchers, contracts, tax reports,
payroll and disbursement records, and programs for
storing and retrieving data. We may conduct the au-
dits during regular business hours during the policy
period and within three years after the policy period
ends. Information developed by audit will be used
to determine final premium. Insurance rate service
organizations have the same rights we have under
this provision.

PART SIX - CONDITIONS

Inspection

We have the right, but are not obliged to inspect your
workplaces at any time. Our inspections are not safety
inspections. They relate only to the insurability of the
workplaces and the premiums to be charged. We
may give you reports on the conditions we find. We
may also recommend changes. While they may help
reduce losses, we do not undertake to perform the
duty of any person to provide for the health or safety
of your employees or the public. We do not warrant
that your workplaces are safe or healthful or that they
comply with laws, regulations, codes or standards.
Insurance rate service organizations have the same
rights we have under this provision.

Long Term Policy

If the policy period is longer than one year and six-
teen days, all provisions of this policy will apply as
though a new policy were issued on each annual an-
niversary that this policy is in force.

Transfer of Your Rights and Duties

Your rights or duties under this policy may not be
transferred without our written consent.

If you die and we receive notice within thirty days after

Page 5

your death, we will cover your legal representative
as insured.

Cancelation

1. You may cancel this policy. You must mail or de-
liver advance written notice to us stating when
the cancelation is to take effect.

2. We may cancel this policy. We must mail or de-
liver to you not less than ten days advance writ-
ten notice stating when the cancelation is to take
effect. Mailing that notice to you at your mailing
address shown in ltem 1 of the Information Page
will be sufficient to prove notice.

3. The policy period will end on the day and hour
stated in the cancelation notice.

4. Any of these provisions that conflict with a law
that controls the cancelation of the insurance in
this policy is changed by this statement to com-
ply with the law.

Sole Representative

The insured first named in ltem 1 of the Information
Page will act on behalf of allinsureds to change this
policy, receive return premium, and give or receive
notice of cancelation.

CiC-wC-07/01/11
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In Witness Whereof, California Insurance Company has caused this policy to be executed and attested, and
if required by state law, this policy shall not be valid unless countersigned by our authorized representative.

A

T, ¢

{
[
L
L7

President " Secretary
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PROOF OF SERVICE

Shims Bargain, Inc., et al. v. Applied Underwriters, Inc., et al.
Case No. VC065738
STATE OF CALIFORNIA, COUNTY OF LOS ANGELES

I am employed in the County of Los Angeles, State of California. I am over the age of
18 and not a party to the within actions; my business address is 633 West 5th Street, Los
Angeles, CA 90071-2800.

On September 19, 2018, I served the document(s) entitled CROSS-COMPLAINT
AGAINST PLAINTIFFS FOR BREACH OF CONTRACT AND QUASI-CONTRACT on
the interested parties in this action by placing true copies thereof enclosed in a sealed
envelope(s) addressed as stated below:

Larry J. Lichtenegger, Esq.
The Lichtenegger Law Office
3850 Rio Road, #58

Carmel, California 93923
Phone: 831-626-2801

Fax: 831-886-1639

E-Mail: larry@]ljllaw.com

[[] (BY MAIL): 1 placed the envelope for collection and mailing at Los Angeles, California.
The envelope was mailed with postage fully prepaid. I am readily familiar with this firm’s
practice of collection and processing correspondence for mailing. Under that practice it would
be deposited with the U.S. postal service on that same day with postage thereon fully prepaid at
Los Angeles, California, in the ordinary course of business. I am aware that on motion of party
served, service is presumed invalid if postal cancellation date or postage meter date is more than
1 day after date of deposit for mailing in affidavit.

X (BY E-MAIL OR ELECTRONIC TRANSMISSION): Based on a court order or an
agreement of the parties to accept service by e-mail or electronic transmission, I caused the
document(s) to be sent to the person[s] at the e-mail address[es] set forth herein. I did not
receive, within a reasonable time after the transmission, any electronic message or other
indication that the transmission was unsuccessful. See Cal.R.Ct.R. 2060.

[] (BY PERSONAL SERVICE): I caused such envelope to be delivered to a commercial
messenger service with instructions to personally deliver same to the offices of the addressee as
shown on the attached mailing list on this date.

I declare under penalty of perjury under the laws of the State of California that the
foregoing is true and correct.

Executed on September 19, 2018, at Los Angeles, California.

Anita Varela

1

PROOF OF SERVICE

36201557v1 0990125
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CALIFORNIA DEPARTMENT OF INSURANCE
LEGAL DIVISION :

Michael J. Levy, Bar No. 154290
Harry J. LeVine, Bar No. 105972 -
Christina Carroll, Bar No. 263713
45 Fremont Street, 21st Floor
San Francisco, CA 94105
Telephone: (415) 538-4109
Facsimile: (415) 904-5490
harry.levine@insurance.ca.gov
Attorneys for the California Department of Insurance
BEFORE THE INSURANCE COMMISSIONER
OF THE STATE OF CALIFORNIA
In the Matter of the Certificates of C File No.: MI-2015-00064
Authority of ‘

. N NOTICE OF HEARING AND ORDER TO
CALIFORNIA INSURANCE COMPANY CEASE AND DESIST FROM ISSUANCE OR
and APPLIED UNDERWRITERS RENEWAL OF WORKERS’ -

CAPTIVE RISK ASSURANCE COMPENSATION INSURANCE POLICIES
COMPANY, INC. ‘ AND COLLATERAL/ANCILLARY

: AGREEMENTS IN VIOLATION OF
Respondents. INSURANCE CODE SECTIONS 11658 AND
11735 AND CALIFORNIA CODE OF
REGULATIONS, TITLE 10, SECTIONS 2251
AND 2268; NOTICE OF INTENT TO SEEK
RECOVERY OF COSTS

(Ins. Code §§1065.1 and 1065.3)

The California Department of Insurance (CDI) brings this matter against Respondent
California Insurance Company (CIC) pursuant to Insurance Code §1065.1 and §1065.3 to require
it to cease and desist from issuing or renewing any workers’ compensation insurance policy that
is amended, supplemented, éndorsed or modified by, of which includes, incorporates, attaches or
uses in any manner, any form of anciHary er collateral agreement referred to as a “Reinsurance
Partieipation Agreement” or referred to by any other name (hereafter, an “RPA”) that was held by

the Insurance Commissioner’s Decision & Order in In the Matter of the Appeal of Shasta Linen
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Supply, Inc., CDI File No. AHB-WCA-14-31 (Shasta Linen), to be the use of an unfiled and
unapproved collateral agreement in violation of Insurance Code §§11658 and 1 173,5 and
California Code of Regulations, Title 10, §2268 and former §2218.

The CDI brings this matter against Respondent Applied Underwriters Captive Risk
Assurance Company, Inc. (AUCRA) pursuant to Insurance Code §1065.1 and §1065.3 to require

it to cease and desist from issuing or renewing any RPA that is ancillary or collateral to a

‘workers’ compensation insurance policy issued to a California employer.

I
PARTIES AND ENTITIES

A. Respondent CIC is an insurance cbmpany domiciled in California that holds, and at all
times relevant hereto held, a Certificate of Authority issued by the Insurance Commissioner to
transact various classes of insurance, including workers’ compensation insurance. CiC isa
person subject to examination and is subject to the prbvisions of Insurance Code Article 1.4
(commencing with Insurance Code §1010.) |

" B. Respondent AUCRA is an insurance company domiciled in Iowa that holds a

Certificate of Authority issued by the Insurance Commissioner to transdct workers’ compensation

insurance in California.

C. CIC is a wholly-owned subsidiary of North American Casualty Company, which is an
ins‘urer domiciled in Iowa and which holds a Certificate of Authority issued by the Insurance
Commissioner to transact various classes of insurance. North( American Casualty Company and
AUCRA are subsidiaries of Applied Underwriters, Inc. Applied Underwriters, Inc. is a
subsidiary of Berkshire Hathaway, Inc. |

I
USE OF UNAPPROVED FORM AND UNFILED RATE

A. CIC sold and currently has in effect, is liable on or administers workers’ compensation
insurance policies that were issued to California employers. CIC is authorized pursuant to its
Certificate of Authority to issue new workers’ compensation insurance policies to California

employers.
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B. CIC’s workers’ compensation insurance policies specify rates that were filed with the
Insurance Commissioner by CIC pursuant to Insurance Code §11735. The filed rates are based
on rate information and supplementary information submitted by CIC to the Insurance
Commissioner as required by Insurance Code §11735. The workers’ compensation insurance
policies are written on forms that were submitted to the Insurance Commissioner and to the
Workers’ Compensation Insurance Rating Bureau of California (WCIRB) for review-in
compliance with Insurance Code §11658, and if applicable, Regulaﬁon §2268.

C. The rates under CIC’s workers’ compensation insurance policies, as described in
Paragraphs A and B above, are fixed (subject to variation by payroll amounts and permissible
factors, such as experience modification factors.) The policies do not contain retrospective rating
factors, large deductibles, or terms that place a substanﬁal cost of workers’ compensation claims
(ihcluding loss adjustment expenses) on the employer. CIC’s approved workers® compensation -
insurance policies are hereafter referred to as the “Guaranteed Cost Policies.” The Guaranteed
Cost Policies are effective for orie‘year.

D. CIC sold, has in effect, is liable on and administers Gﬁaranteed Cost Policies that it
issued as part of a workers’ compensation insurance program that is titled “EquityComp.”
EquityComp contains the following components and operates as follows:

i. CIC entered into a reinsurance treaty with AUCRA pursue,nt to which it cedes a portion
of the liabilities and premiums on the Guaranteed Cost Policies to AUCRA;

ii. When CIC sells a Guaranteed Cost Policy to a California employer, it requires the
employer to enter into an RPA with AUCRA, which is a three-year contract. The RPA requires
the employer to fund reimbursement to CIC of a substantial part of the workers’ compensation
claim payments that CIC will make under the Guaranteed Cost Policy. The RPA also requires the
employer to fund reimbursement (or payment) of loss reserves. Finally, the RPA requires the
employer to fund reimbursement of loss adjustment expenses that .CIC incurs and will incur under
the Guaranteed Cost Policy.

iii. The RPA requires the employer to fund reimbursemerﬁ of the claims payments, Joss

reserves and expenses set forth in Subparagraph (ii) above by making periedic deposits into an
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account that it calls a “single cell.” The “single cell” is for payment or reimbursement of claims,
reserves and expenses pertaining only to the employer’s Guaranteed Cost Policy. The RPA states

b EN14

that an employer’s “single cell” is not liable for debts and obligations of other employefs single
cells.” The RPA is not a contract of reinsurance.

" iv. The RPA requires the use of rates other than the rates set forth in-the Guaranteed Cost
Policy and it supersedes the rates and premium provisions of the Guaranteed Cost Policy.

v. The RPA contains terms that are inconsistent with the Guaranteed Cost Policy,' that
supersede the terms of the Guaranteed Cost Policy, and are disadvantageous to the employer. The
RPA contains different loss reserving factofs, different loss adjustment expense factors, and
different cancellation rates than the Guaranteed Cost Policy. The payments required by the RPA
into the “single cell” are typically far in excess of the premiums required by the Guaranteed Cost
Policy. | |

| vi. By requiring the employer to fund the “single cell” and by using the “single cell” to
reimburse CIC for claim costs, loss adjustment expenses, and other expenses, and providing that
those provisions control over the Guaranteed Cost Policy, the RPA substitutes a refrospective
rated policy for the terms of the Guaranteed Cost Policy. |
| vii. Neither CIC nor AUCRA filed the RPA rates or filed supplementary rate information
with the Insurance Commissioner as required by Insurance Cede §11735 prior to the issuance of
the Equity Comp policies that are now in effect of are being administered.

viii. Neither CIC nor AUCRA filed or sought approval of the RPA with the WCIRB or
the Insurance Commissioner as required by Insurance Code §11658, former Regulation §2218
and Regulation §2268, prior to the issuance of the Equlty Comp pohcles that are now in effect or
are being administered. The RPA has never been approved for use.

ix. As aresult of the terms of the RPA, the EquityComp premiums are based on rates
other than the rates and factors that CIC filed with the Insurance Commissioner.

1
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III
SHASTA LINEN DECISION & ORDER

" A. In 2010, Shasta Linen Supply, Inc. obtained an EquityComp policy from CIC. The
policy included a Guaranteed Cost Policy and an RPA that it entered into with AUCRA.

B. Pursuant to Insurance Code §11737, sometime prior to August 2014, Shasta Linen
disputed with CIC the amounts that CIC and/or AUCRA demanded that Shasta Linen deposit.into
its “single cell” under the EquityComp policy. CIC rejected Shasta Linen’s dispute and on
August 29, 2014, pursuant to Insurance Code §11737(f), Shasta Linen appealed CIC’s rejection to
the Insurance Commissioner in the matter identified above as Shasta Linen. The appeal was
heard by the Insuraﬁce Commissioner’é Administrative Hearing Bureau.

C. Among the issues in Shasta Linen were the folléwing;

(i) whether the RPA was a collateral agreement to CIC’s Guaranteed Cost Policy that
was required to have been been filed with the Insurance Commissioner and the WCIRB pursuant
to Insurance Code §11658 and Regulation §§2218 (now §2251) and 2268,; .

(ii) whether CIC could charge Shasta Linen the rates required by the RPAvand could
enforce the terms of the RPA. | |

D. On June 20, 2015, the Insurance Commissioner issued his Decision & Order which
held that RPA IS an unfiled collateral agreement and is-an illegal contract. The Decision & Order
provides, in pertinent part, as follows: |

VIII. Conclusion

[T]he Insurance Commissioner finds by a preponderance of the evidence that Shasta
Linen met its burden of proof in demonstrating that it is aggrieved by CIC’s
misapplication of its filed rates as a result of an unfiled and unapproved collateral
agreement that modified the terms and conditions of the guaranteed cost policy, in
violation of Insurance Code sections 11737 [sic] and 11658 and California Code of
Regulations, title 10, section 2268.

Further, CIC’s EquityComp program’s Reéinsurance Participation Agreement constitutes a
collateral agreement modifying the rates and obligations of the insured and insurer, and is
void as a matter of law since it was required to be filed with the Workers’. Compensation
Insurance Rating Bureau and filed with the Department of Insurance before its use in the
State of California, pursuant to Insurance Code section 11658 and California Code of
Regulations, title 10, sections 2268 and 2218,

E. Paragraph 2 of the Decision & Order provides that the Decision and Order is
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precedential pursuant to Government Code section 11425, subdivision (b).
IV
CONDITIONS PRECEDENT FOR ISSUANCE OF ORDERS
PURSUANT TO INSURANCE CODE §§1065.1 AND 1065.3

CIC has worker’s compensation insurance policies in force that have an RPA, or is
continuing to administer policies that have an RPA, including EquityComp policies. AUCRA

entered into RPAs that are in effect that were made part of Equity Comp policies issued by CIC.

“The Shasta Linen Decision & Order determined that the RPA is an unfiled collateral agreement in

violation of Insurance Code §11658 and Regulation §2268 and is an illegal contract.

Neither the RPA that was at issue in Shasta Linen or any ancillary or collateral agreement
that is substantially similar to that RPA has been approved by the Insurance Commissioner. On /
April 16, 2016 and May 19, 2016, AUCRA filed a modified RPA form with the WCIRB and the
Tnsurance Commissioner, respectively. The Insurance Commissioner notified AUCRA on June
16, 2016 that the modified form is not approved for use.

As of April 1, 2016, the requirement for filing and approval of collateral agreements (now |
referred to as ancillary agreements)‘is contained in Regulation §2251(a) and §2268(b).

The CDI has reasonable cause to believe that CIC, by issuing or renewing workers’
compensation insurance policies with California employefs that have the RPA form that was at
issue in Shasta Linen or that have an ancillary or collateral agreement that is substantially similar
to that RPA form, and AUCRA, by issuing or renewing the RPA form that was at iésue in Shasta
Linen or an ancillary or collateral agreement that is substantially similar to that RPA form, will
commit or engage in acts, practices or transactions that would consti;cute grounds rendering each

of them subject to conservation and liquidation proceedings as follows:

A. Insurance Code §1011(e); by violating “any law of the state; to wit, Insurance Code

§§11658 and 11735 and Regulation §§2251 and 2268 and former Regulation §2218;

B. Insurance Code §1011(h); by failing to comply with the requirements for issuance of a-

certificate of authority; to wit, Insurance Code §717, subpart (¢) (“competency, character, and

integrity of management”) and subpart (h) .(“faivrness and honesty of methods of doing b_us.iness.”)
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v
ORDERS TO BE ISSUED AFTER HEARING TO CEASE & DESIST

The CDI seeks issuance of the following orders upon proof of the matters alleged herein:

A. An order that CIC shall cease and desist from violating Insurance Code §§11658 and
§11735 and Regulation §§2251 and 2268 and shall not issue any EquityComp policy, or any other
workers’ compensation insurance policy, that has an RPA, or has a substantially similar unfiled
ancillary or collateral agreement, unless and until such time, if ever, that the RPA br a
substantially similar ancillary or collateral agreement is approved by the Iﬁsurance
Commissioner; | | ‘

| B. An order that CIC shall cease and desist .from violating §11658 and §11735 and
Regulation §§2251 and 2268, and former Regulation §2218, and shall not renew any EquityComp
policy, or any other workers’ compensation insurance policy, that has an RPA, or has a '
sub.stantially similar unfiled ancillary or 'cbllateral agreement, unless and until such time, if ever,
the RPA or a substantially §imi1ar ancillary br collateral agreement is approved Iby the Insurance
C_onimissioner, such appro{/al being on a prospective basis only and without prejudice to the
rights and remedies of an employer as to whom an RPA was previously issued in violation of
Insurance Code §§11658 and 11735 and Regulation §§2218, 2251 and 2268.

C. An order that AUCRA shall cease and desist from violating §11658 and §11735 and
Regulation §§2251 and 2268 and shall not enter into an RPA or a substantially similar unfiled
ancillary or collateral agreement that is to be attached to an EquityComp policy or attached to any
other workers’ compensation insurance policy, unless and until such time, if ever, the RPA or a
substantially similar ancillary 6r collateral agreement is approved by the Insurance |
Commiséioner; _ |

D., An order that AUCRA shall cease and desist from violating §11658 and §11735 and
Regulation §§2251 and 2268, and former Regulation §2218 and shall not renew an RPA ora -
substantially similar unﬁledfancillary or collateral agreement that is attached to an EquityComp
policy or is attached to any other workers’ cornioensation insurance policy unless and until such

time, if ever, the RPA or a substantially similar ancillary or collateral agreement is approved by
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the Insurance Commissioner, such approval being on a prospective basis only and without
prejudice to the rights and remedies of an employer as to whom an RPA was previously issued in
violation of Insuranée Code §§11658 and 11735 and Regulatioh §82218, 2251 and 2268.
E. Such orders as may be reasonably necessary to correct, eliminate, or remedy the
conduct, conditions or grounds set forth in this “Noticev of Hearing and Order to Cease and Desist
VI
NOTICE OF INTENT TO RECOVER COSTS

The CDI seeks an order to direct CIC and AUCRA to fully reimburse the Insurance
Commissioner for the costs of iﬁvestigating, examining, and prosecuting this matter, pursuant to
Insurance Code §1065.3.

VI
NOTICE OF HEARING

Pursuant to Insurance Code §1065.1, CIC and AUCRA are notified that a hearing shall
take place on a date and time to be set by the ‘CDI', which unless otherwise agreed upon, shall be
not less than 20 days and not more than 30 days from the date of service of this “Notice of

Hearing and Order to Cease and Desist ... ©

Date: June 28, 2016 CALIFORNIA DEPARTMENT OF INSURANCE

By ///AM&

fz(/’/b//’

arry J. LeVine
ttorney IV
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APPLIED UNDERWRITERS CAPTIVE RISK ASSURANCE COMPANY, INC.
PARTICIPANT NO. 860847
REINSURANCE PARTICIPATION AGREEMENT

This reinsurance participation agreement (this “Agreement”) is made and entered into by and between
Applied Underwriters Captive Risk Assurance Company, Inc., a company organized and existing under the
laws of the British Virgin Islands {“Company”) as of November 13, 2012 and

O'Connell Landscape Maintenance, Inc. (collectively, "Participant").

Whereas, Participant is desirous of participating in the Company’s segregated protected cell reinsur-
ance program designated Segregated Account No. 860847 ("Participation”); and

Whereas, the Company has entered into a Reinsurance Treaty (hereinafter referred to as the “Treaty")
with California Insurance Company (NAIC No. 0031-38865) and, through its pooling arrangement, with other
affiliates of Applied Underwriters, Inc., including, but not limited to Continental Indemnity Company (NAIC No.
0031-28258) (collectively the “Issuing Insurers”); and

Whereas, the Participant desires the Company to establish a segregated protected cell whereby the
Participant may share in the underwriting results of the Workers’ Compensation policies of insurance issued
for the benefit of the Participant by the Issuing Insurers {the “Policies”); and

Whereas the Company will allocate a portion of the premium and losses under this Agreement to the
Participant’s segregated protected cell,

Now, therefore, in consideration of the mutual promises and undertakings set forth herein the parties
do hereby agree as follows:

1. Participant agrees to participate in the Company’s segregated protected cell reinsurance pro-
gram in accordance with Schedule 1 attached hereto and incorporated herein by reference and additional Schedules
as may be executed from time to time on a prospective basis only by the parties (“Additional Schedules”).

2. Participant’s interest in the Company is solely as a segregated protected “cell” with segregation
of the Company’s assets and liabilities among the segregated accounts (known as “cells”} established by the
Company. There is no “joint and several” liability. The cells of the Company are not liable for the debts and
obligations and are not bound with respect to contracts entered into by another cell. Participant further
acknowledges and agrees that Participant: (1) will look solely to the assets of Participant’s cell for satisfaction
of the Company’s liabilities hereunder; (2) has consulted with legal counsel and other insurance advisers as to
the applicability and effect of this Agreement; (3) irrevocably waives any right, substantive or procedural,
which Participant may have to challenge the effectiveness and the Company’s ability and right to segregate
assets among the cells: and (4) covenants not to sue, attach, pursue or make any claim against or with
respect to any asset, property or right of the Company which is not an asset, property or right of Participant’s
segregated protected cell.

3. Participant is participating in this Agreement for purposes of investment only. The Participation
has not been registered under the United States Securities Act of 1933, as amended or any state securities
laws. The Participation shall not be sold, transferred, hypothecated, pledged or otherwise assigned or encum-
bered and Participant acknowledges the following:

“This Participation has not been registered under the Securities Act of 1933, as amended or
qualified under any state securities law. This Participation has been acquired for investment
and may not be sold, transferred, hypothecated, pledged or otherwise assigned or encum-
bered in the absence of registration or an exemption therefrom under such act and such laws.”
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4, This Agreement and any Schedules hereto may not be modified, amended or supplemented in any
manner except in writing signed by the parties hereto and represents the entire understanding and agreement
between the parties with respect to the subject matter hereof and supersedes all prior negotiations, proposals,
letters of intent, correspondence and understandings relating to the subject matter hereof. The initial term of this
Agreement (the “Active Term”) is for three (3) years and may be extended from time to time by the parties. All
existing obligations from each party to the other or to third parties shall remain in force as of the expiration of the
Active Term until this Agreement is terminated (the “Run-Off Term”) as set forth in Schedule 1 or any Additional
Schedules.

During the Active Term of this Agreement, Workers’ Compensation Insurance coverage will be provided to
Participant by one or more of the Issuing Insurers. [If Participant elects to cancel this Agreement, or if any of
the Policies are cancelled or non-renewed prior to the end of the Active Term (“Early Cancellation”), the
Participant shall abide by the Early Cancellation terms set forth in Schedule 1 or any Additional Schedules.

If the Issuing Insurer is required to provide Workers’ Compensation Insurance coverage on behalf of the
Participant outside of the Active Term (the “Extension Period”), special extension terms {“Extension Terms”)
will apply during the Extension Period. The Extension Terms are: (1) Participant through their cell will be liable
for all losses occurring during the Extension Period without limitation on any Policies issued by the Issuing
insurers on behalf of Participant; (2) the Company will allocate to Participant’s cell an amount equal to 45%
of premium earned during the Extension Period under any Policies issued by the Issuing Insurers on behalf of
Participant; {3) Participant will immediately pay to the Company a cash deposit equal to 55% of the premium
anticipated, as determined exclusively by the Company, during the Extension Period under any Policies issued
by the Issuing Insurers on behalf of Participant; (4) Participant will maintain at all times a cash deposit with the
Company sufficient to cover outstanding losses occurring during the Extension Period plus incurred but not
reserved and/or reported losses (IBNR) as determined exclusively by the Company; and (5) Participant will
immediately pay to the Company an Early Cancellation fee equal to 20% of the premium anticipated, as
determined exclusively by the Company, during the Extension Period under Policies issued by the Issuing
Insurers on behalf of Participant.

5. Participant acknowledges that under the laws of some states, Participant may have the option
to choose from various deductible amounts as a part of its Policies, but that opting for a deductible would
preclude Participant from entering into this Agreement. Applicant, being fully advised, knowingly waives and
relinquishes its right to choose a deductible on the Policies under applicable law as further consideration for
this Agreement.

6. Participant may not assign or transfer its rights under this Agreement to any third party without
the written consent of the Company which consent may be withheld in the Company’s absolute discretion.

7. The parties’ obligations under this Agreement shall survive the Active Term of this Agreement,
and shall be extinguished only when the Company no longer has any potential or actual liability to the Issuing
Insurers with respect to the Policies reinsured by the Company under the Treaty.

8. Applied Risk Services, Inc. (Applied Risk Services of New York, Inc. in New York State) has
been appointed the billing agent for the Company and the Issuing Insurers and is authorized by the Company,
Issuing Insurers, and Participant to account for offset and true up any and all amounts due each of the parties.
Participant will allow the Company to audit Participant’s records on reasonable notice and during normal
business hours that relate to the Policies. These records include, but are not limited to fedgers, journals,
registers, vouchers, contracts, tax reports, payroll and disbursement records, and programs for storing and
retrieving data. Information developed by audit will be used to assign worker classifications, determine the
compensability of payroll and claims, and determine final premium and cession amounts.

9. In the event the Participant is in default of any obligations to the Company under this Agreement
or under any other agreement with any affiliate of the Company (Affiliated Agreements), the Company may
take all reasonable steps to protect its and its affiliates’ interests. The parties hereto shall have the right to the
fullest extent provided by law to offset or recoup any balances due from one to the other under this Agree-
ment or any Affiliated Agreements,
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10. In consideration of the mutual benefits arising under this Agreement, Participant hereby grants to
Company, effective from and after the date hereof, a lien and security interest in all assets of Participant’s cell to
secure payment of any amounts owed by Participant under this Agreement. The provisions of this section shall
create a security agreement under the Uniform Commercial Code (the “Code”) in the state of Participant’s domicili-
ary jurisdiction so that Company shall have and may enforce a security interest on all of Participant’s assets in
Participant’s cell. Participant agrees to execute as debtor any financing statement Company may reasonably re-
guest in order that Company’s security interest be protected pursuant to the Code, or Company is authorized to file
a copy of this Agreement for such purpose.

11. Participant hereby represents and warrants to the Company as follows:

(A) Participant (i) is duly organized, validly existing and in good standing under the laws of its
domiciliary jurisdiction, (if a corporation, partnership, or limited liability company), and (ii) has adequate power
and authority and full legal right to carry on the businesses in which it is presently engaged and presently
proposes to engage.

(B) Participant has adequate power and authority and has full legal right (i) to enter into this Agree-
ment and (i) to perform all of its agreements and obligations under this Agreement.

(C} The execution and delivery by Participant of this Agreement and the performance by Participant
of all of its undertakings and obligations under this Agreement, including any payments required to be made
by Participant to the Company under this Agreement, have been duly and properly authorized by all necessary
action on the part of Participant, and do not and will not (a) contravene any provision of the charter or by-laws
of Participant (if a corporation, partnership or limited liability company) or other constitutional or governing
documentation of Participant (each as in effect on the date hereof), (b) conflict with, or result in a breach of,
the terms, conditions or provisions of, or constitute a default under, or (except as otherwise contemplated
and required or permitted by this Agreement) result in the creation of any mortgage, lien, pledge, charge,
security interest or other encumbrance upon any of the property of Participant under any agreement, trust
deed, indenture, mortgage or other instrument to which Participant is a party or by which Participant or its
respective property is bound or affected on the date hereof, (c) violate or contravene any provision of any law
or published regulation or any published order, ruling or interpretation thereunder or any decree, order or
judgment of any court or governmental or regulatory authority, bureau, agency or official {all as in effect on
the date hereof and applicable to Participant), (d) require any waivers, consents or approvals by any of the
creditors or trustees for creditors of record of Participant, or (e) require any consents or approvals by any
Participant (except such as have been duly obtained and are in full force and effect on the date hereof).

(D)  This Agreement, when executed and delivered, shall have been duly and properly executed and
delivered by Participant.

(E}  The agreements and obligations of Participant contained in this Agreement constitute legal,
valid and binding obligations of Participant, enforceable against Participant in accordance with their terms.

(F)  The information that has been and/or will be supplied to the Company by Participant or on
Participant’s behalf with respect to this Agreement is accurate and complete, and with respect to financial
information, comports with generally accepted accounting principles.

12. Participant acknowledges that the Company has not made, and does not make, any oral, written
or other representations, whether explicit, implied or otherwise, upon which Participant may rely concerning
any possible tax benefits that may be derived from this Agreement. Participant further acknowledges that any
tax liability resulting from this Agreement, including but not limited to any tax assessments or related exami-
nations conducted by the Internal Revenue Service or other taxing authority, will be the sole responsibility of
Participant.

13. Nothing in this section shall be deemed to amend or alter the due date of any obligation under
this Agreement. Rather, this section is only intended to provide a mechanism for resolving accounting
disputes in good faith.

(A) It is the express intention of the parties to resolve any disputes arising under this Agreement
without resort to litigation in order to protect the confidentiality of their relationship and their respective
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businesses and affairs. Any dispute or controversy that is not resolved informally pursuant to sub-paragraph
(B) of Paragraph 13 arising out of or related to this Agreement shall be fully determined in the British Virgin
Islands under the provisions of the American Arbitration Association.

{(B)  All disputes between the parties relating in any way to (1) the execution and delivery, construc-
tion or enforceability of this Agreement, (2) the management or operations of the Company, or (3) any other
breach or claimed breach of this Agreement or the transactions contemplated herein shall be settled amicably
by good faith discussion among all of the parties hereto, and, failing such amicable settlement, finally deter-
mined exclusively by binding arbitration in accordance with the procedures provided herein. The reference to
this arbitration clause in any specific provision of this Agreement is for emphasis only, and is not intended to
limit the scope, extent or intent of this arbitration clause, or to mean that any other provision of this Agree-
ment shall not be fully subject to the terms of this arbitration clause. All disputes arising with respect to any
provision of this Agreement shall be fully subject to the terms of this arbitration clause.

(C) Either party may initiate arbitration by serving written demand upon the other party or parties.
The demand shall state in summary form the issues in dispute in a manner that reasonably may be expected
to apprise the other party of the nature of the controversy and the particular damage or injury claimed. The
party receiving the demand shall answer in writing within 30 days and include in such answer a summary of
any additional issues known or believed to be in dispute by such party described in a manner that reasonably
may be expected to apprise the other party of the nature of the controversy and the particular damage or
injury claimed. Failure to answer will be construed as a denial of the issues in demand.

(D} The parties shall select a mutually acceptable arbitrator within 30 days of the demand for
arbitration. If the parties are unable to agree on an arbitrator within the 30 days, then each party shall appoint
an arbitrator within 30 days thereof. If a party fails to appoint its arbitrator within such 30 day period, the
party shall thereby waive its right to do so, and the other party’s selected arbitrator shall act as the sole
arbitrator. All arbitrators shall be active or retired, disinterested officials of insurance or reinsurance compa-
nies not under the control or management of either party to this Agreement and will not have personal or
financial interests in the result of the arbitration.

(E) If two party-appointed arbitrators have been selected, the selected arbitrators shall then choose
an umpire within 30 days from the date thereof. If the two arbitrators are unable to agree upon an umpire
within 30 days after the appointment of the party-appointed arbitrators, the two party-appointed arbitrators
shall each exchange a list of three (3) umpire candidates. Within ten {10) days thereafter, each party-
appointed arbitrator shall strike two names from the other’s list. The umpire shall be selected from the
remaining two names by the drawing of lots no later than ten (10) days thereafter.

(F)  If more than one arbitrator shall be appointed, the arbitrators shall cooperate to avoid unneces-
sary expense and to accomplish the speedy, effective and fair disposition of the disputes at issue. The
arbitrator or arbitrators shall have the authority to conduct conferences and hearings, hear arguments of the
parties and take the testimony of witnesses. All witnesses will be made available for cross-examination by
the parties. The arbitrators may order the parties to exchange information or make witnesses available to the
opposing party prior to any arbitration hearing.

(G) The arbitrator or arbitrators shall render a written decision (by majority determination if more
than one arbitrator) and award within 30 days of the close of the arbitration proceeding. Judgment upon the
award rendered by the arbitrator or arbitrators may be entered by any court of competent jurisdiction in
Nebraska or application may be made in such court for judicial acceptance of the award and an order of
enforcement as the law of Nebraska may require or allow.

(H)  The award of the arbitrator or arbitrators shall be binding and conclusive on the parties, and shall
be kept confidential by the parties to the greatest extent possible. No disclosure of the award shall be made
except as required by the law or as necessary or appropriate to effect the enforcement thereof.

(n All arbitration proceedings shall be conducted in the English language in accordance with the
rules of the American Arbitration Association and shall take place in Tortola, British Virgin Isiands or at some
other location agreed to by the parties.
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{(J) The arbitrator or arbitrators shall be advised of all the provisions of this arbitration clause.

(K)  This arbitration clause shall survive the termination of this Agreement and be deemed to be an
obligation of the parties which is independent of, and without regard to, the validity of this Agreement.

(L) Punitive damages will not be awarded. The arbitrator(s) may, however, in their discretion award
such other costs and expenses as they deem appropriate, including, but not limited to, attorneys’ fees, the
costs of arbitration and arbitrators’ fees.

(M) Participant acknowledges and agrees that it will benefit from this Agreement and that a breach
of the covenants herein would cause Company irreparable damage that could not adequately be compensated
by monetary compensation. Accordingly, it is understood and agreed that in the event of any such breach or
threatened breach, Company may apply to a court of competent jurisdiction for, and shall be entitled to,
injunctive relief from such court, without the requirement of posting a bond or proof of damages, designed to
cure existing breaches and to prevent a future occurrence or threatened future occurrence of like breaches on
the part of Participant. It is further understood and agreed that the remedies and recourses herein provided
shall be in addition to, and not in lieu of any other remedy or recourse which is available to Company either at
law or in equity in the absence of this Paragraph including without limitation the right to damages.

14. Participant hereby irrevocably and unconditionally submits to the exclusive jurisdiction of the
Courts of Nebraska for the purpose of enforcing any arbitration award rendered hereunder and all other
purposes related to this Agreement, and agrees to accept service of process in any case instituted in Nebraska
related to this Agreement and further agrees not to challenge venue in Nebraska provided such process is
delivered in accordance with the applicable rules for service of process then in effect in Nebraska. To the
extent necessary, this consent shall be construed as a limited waiver of sovereign immunity only with respect
to this Agreement.

15. All notices, requests, demands or other communications to the Company provided for herein
shall be in writing, shall be delivered by hand, by first-class mail, postage prepaid, or by any form of commer-
cial overnight courier, and shall be addressed to the parties hereto at their respective addresses listed below
or to such other persons or addresses as the relevant party shall designate as to itself from time to time in a
writing delivered in like manner to Applied Underwriters Captive Risk Assurance Company, P.O. Box 3646,
Omaha, NE 68103-0646 and to Participant at:

O'Connell Landscape Maintenance, Inc.
23091 Arroyo Vista
Rancho Santa Margarita, CA 92688

Either party may designate a new address for notices by providing written notice to the other party as
provided in this paragraph, or in the absence of such notification from Participant, at the address to which
Participant’s last billing statement was sent.

16. This Agreement shall be exclusively governed by and construed in accordance with the laws of
Nebraska and any matter concerning this Agreement that is not subject to the dispute resolution provisions of
Paragraph 13 hereof shall be resolved exclusively by the courts of Nebraska without reference to its conflict
of laws.

17.  All amounts referred to herein are expressed in United States Dollars and all payments shall be
made in such dollars.

18. Waiver. No delay or failure to require performance of any provision of this Agreement shall
constitute a waiver of the performance of such provision on any other instance. No waiver of any of the
provisions of this Agreement shall be deemed or shall constitute a waiver of any other provisions hereof
(whether or not similar) nor shall such waiver constitute a continuing waiver unless expressed in writing and
signed by all parties.
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19.  Participation by Participant in this Agreement is subject to the prior written consent of the Company.
Nothing in this Agreement, expressed or implied, is intended to confer upon any party, other than the parties hereto
and their affiliates, successors and assigns, any rights, remedies, obligations or liabilities under or by reason of this
Agreement, except as expressly provided herein.

IN WITNESS WHEREOQF, the parties have set their hand.

PARTICIPANT APPLIED UNDERWRITERS CAPTIVE RISK
ASSURANCE COMPANY, INC., SOLELY FOR AND

- ON BEHALF OF PROTECTED CELL NO. 860847
By: Q /N-—R/% _

(\ ) / ’ o Robert Stafford
Name: T D yae

I m

Tite: (/) A‘ PIs e &

Date: /2,00
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APPLIED UNDERWRITERS CAPTIVE RISK ASSURANCE COMPANY, INC.
PARTICIPANT NO. 860847
REINSURANCE PARTICIPATION AGREEMENT
SCHEDULE 1
EFFECTIVE DATE: NOVEMBER 13, 2012

This Schedule 1 applies as of the Effective Date to all payroll, premium, and losses occurring under the
Policies notwithstanding any Extension Terms which may apply ("Effective Period"). For purposes of this
Schedule 1, unless otherwise noted, capitalized terms shall have the meaning set forth in the Agreement.

1. Calculation of Premium and Loss Amounts.

{a) Policy Payroll is defined as compensable payroll occurring during the Effective Period under the Palicies
subject to all customary limitations and caps. The Loss Pick Containment Amount is defined as the amount
equal to the product of Policy Payroll and the respective Loss Pick Containment Rates listed in Table C. These
rates are per $100 of Policy Payroll and are fixed for the Effective Period. Changes in experience modifiers
and other modification or differential factors of the Policies will not affect these rates. If Policy Payroll occurs
under a classification not listed herein, the Company shall, in its sole discretion, determine a rate for that
classification commensurate with the rates otherwise listed and with the filed and approved rates of the
Issuing Insurers.

{b) The Company will calculate loss development factors ("LDF's") for each loss under the Policies directly
from the loss development factors published by the government rating bureau in the state where the exposure
occurred. LDF's are subject to change without notice. The LDF's in effect as of the date of this Schedule 1
are listed in Table A (a composite using Policy Payroll by state is shown). If during the Active Term the
Participant: i) is processing payroll with an affiliate of the Company, the LDF's titled "Weekly" will be used: or
ii) is not processing payroll with an affiliate of the Company, the LDF's titled "Monthly” will be used. Unless
an agreement for renewal is offered by an affiliate of the Company and then accepted by the Participant
within six {6) months of the end of the Active Term, the LDF’s titted “Run-Off” will be used. In determining
the age of a claim, the Company in its sole discretion will use either the date of occurrence or the date the
claim was reported. For so long as the Participant provides a claimant with modified duty employment that
accommodates medical work restrictions, at a wage sufficient to make the claimant ineligible for workers’
compensation disability benefits, the amount of the LDF for that claim in excess of one (1) shall be reduced by
the Modified Duty Reduction Factor shown below Table A.

{c) Ultimate Loss is defined as aggregate incurred losses under the Policies multiplied by the applicable LDF.
The Loss Ratio equals Ultimate Loss divided by the Loss Pick Containment Amount.

(d) The Exposure Group Adjustment Factor is determined from Table B using the Loss Ratio with intermediate
values to be interpolated. The Exposure Group Adjustment Factor has been determined using NCCI Expected
Unlimited Loss Group 26 and is subject to change without notice if Policy Payroll varies from estimates made
in preparing this Schedule 1 or if NCCl Table M is revised.

2. Allocation of Premium and Losses.

An amount, equal to the premium earned under the Policies in excess of the Loss Pick Containment Amount
multiplied by the applicable Exposure Group Adjustment Factor multiplied by the Allocation Factor listed in
Table B, will be allocated to the Participant’s cell. Fees for services charged by any affiliate of the Company
are not considered premium under the Policies.

The Participant, through its cell account, will be responsible for an amount equal to all losses under the
Policies in aggregate up to the Cumulative Aggregate Limit which equals 1.3100 multiplied by the Loss Pick
Containment Amount. During the Active Term, Participant's liability limits will be estimated quarterly in
advance.

3. Capital Deposits. Participant agrees to make and maintain a capital deposit in its cell equal to the Estimated
Annual Loss Pick Containment Amount shown in Table C multiplied by 10% during year 1; 10% during year

2; or 10% thereafter. The Estimated Annual Loss Pick Containment Amount and the resulting capital deposit
are subject to change in the Company's sole discretion if Policy Payroll varies from estimates made as of the
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Effective Date of this Schedule 1.

4. Additional Capital Deposits. Participant further agrees to make and maintain in its cell account an additional
capital deposit equal to the lesser of Ultimate Loss or the Cumulative Aggregate Limit. For the purposes of
calculating the additional capital deposit, a Loss Ratio of no less than 65% will be used in year 1, 40% in year
2, and 30% thereafter. During the Run-Off Term, capital deposits will be calculated using the LDF's titled
"Run-Off" at a schedule determined by the Company but no less frequently than annually beginning nine
months after the expiration of all Policies.

5. Notwithstanding anything to the contrary in the Agreement, the Company may terminate the Agreement
and liquidate the cell in its sole discretion if i) all claims under the Policies are closed and three years have
elapsed since the expiration of all of the Policies; or ii) the Participant's maximum liability has been reached
and three years have elapsed since the expiration of all of the Policies; or iii) the amount of paid losses
allocated to the cell under the Palicies has exceeded the Participant's maximum liability; or iv) seven years
have elapsed since the expiration of all of the Policies; or v} the Company deems itself insecure with respect
to Participant's ability or willingness to fulfill its obligations under this Agreement.

6. In the event of Early Cancellation whether by the Participant or by the Company (limited to non-pay or a
material change in risk): (a) the Exposure Group Adjustment Factor will be muitiplied by 1.25; (b} the Cumu-
lative Aggregate Limit will be determined using Policy Payroll annualized to reflect the full term of the Agree-
ment; and (c) the following amounts will be immediately due and payable to the Company: i} any remaining
premium, including short rate penalties, due under the Policies; ii) a capital deposit equal to the cell's maxi-
mum liability; and iii) a Cancellation Fee equal to 8% of the Estimated Annual Loss Pick Containment Amount.

7. In the event of any conflict between the Agreement and this Schedule 1, this Schedule 1 shall control.

PARTICITL\D
By: A\——/é‘&

Name: Da’ rEéN //6)/}:6_
Tie: _(vee  [Tec A £
Date: ///—l//}"

APPLIED UNDERWRITERS CAPTIVE RISK

ASSURANCE COMPANY, INC., SOLELY FOR
AND ON BEHALF OF PROTECTED CELL NO. 860847

Robert Stafford

CAPTIVE Y

rRisk B Vice President
o
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APPLIED UNDERWRITERS CAPTIVE RISK ASSURANCE COMPANY, INC.
PARTICIPANT NO. 860847
REINSURANCE PARTICIPATION AGREEMENT
SCHEDULE 1 TABLES

Claim Age
Month  Month
From To
00 06
07 09
10 12
13 15
16 18
19 21
22 24
25 27
28 30
31 33
34 36

Ver. aca_5120_2a

Loss
Ratio
0.00
0.10
0.20
0.30
0.40
0.50
0.60
0.70
0.80
0.90

EFFECTIVE DATE: NOVEMBER 13, 2012

TABLE A
Loss Development Factors
Monthly
Open Closed
Claims Claims
2.674 1.257
2.635 1.175
2.609 1.123
2.583 1.106
2.558 1.099
2.532 1.090
2.507 1.076
2.481 1.067
2.456 1.065
2.430 1.060
2.405 1.0563

Weekly
Open Closed
Claims Claims
2.621 1.232
2.583 1.151
2.5568 1.101
2.533 1.084
2.508 1.078
2.483 1.069
2.458 1.055
2.433 1.046
2.408 1.044
2.383 1.040
2.357 1.032

Run-Off
Open
Claims

Closed
Claims

4.1156
4.115
4.115
3.915
3.9156
3.91b6
3.9156
3.715
3.7156
3.715
3.715

The Modified Duty Reduction Factor is 25%.

Exposure Group Adjustment Factors

Adjustment
Factor
1.0000
1.2639
1.2640
1.2132
1.1368
1.0859
0.9844
0.9335
1.0249
1.9907

TABLE B

Loss
Ratio

1

—_ = 3 ed ed =3 o 3 o

.00
.10
.20
.30
.40
.60
.60
.70
.80
.90

The Allocation Factor is 0.28.

Page 9 of 10

181

Adjustment

Factor
2.0262
1.7214
1.3656
1.0354
0.9693
0.9693
0.9693
0.9693
0.9693
0.9693

.201
.201
.201
11
11
11
11
.064
.064
.064
.064
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APPLIED UNDERWRITERS CAPTIVE RISK ASSURANCE COMPANY, INC.
PARTICIPANT NO. 860847
REINSURANCE PARTICIPATION AGREEMENT
SCHEDULE 1 TABLES
EFFECTIVE DATE: NOVEMBER 13, 2012

TABLE C
Loss Pick Containment Rates and Estimated Annual Amounts

Class Loss Pick Estimated Annual

Code Containment Rate Payroll
CA0042 6.63 19,550,000
CA0106 17.69 1,350,000
CA 8810 0.48 1,140,000
CAB742 0.59 930,000

The Total Estimated Annual Loss Pick Containment Amount is $1,545,607.

Ver. aco_6122_2a Page 10 of 10
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Prepared for: Presented by:
O'Connell Landscape Maintenance, Inc. Tim Mooney
23091 Arroyo Vista B-B & T Insurance Services of California Inc

Rancho Santa Margarita, CA 92688

Equitv 5%
T Comp

FROM APPLIED UNDERWRITERS

Workers’ Compensation
Program Proposal & Rate Quotation

This proposal expires on 12/10/12 at 12:01AM local time.
This proposal supersedes and voids any and all written or
oral proposals previously issued.

This proposal was prepared by Applied Risk Services.
California: AU Insurance Services, Lic. # 0D78336

This quotation does not authorize any business services or bind. any insur-
ance coverage. Marketing representatives, agents, and brokers do not have
the authority to bind insurance coverage or enter into contracts on our behalf
or on behalf of our affiliates. Initiation of business services and insurance
coverages is subject to our final review and formal acceptance. Insurance
coverage will be bound only after: 1) we issue a written quotation; 2) all
conditions precedent have been satisfied; 3) we grant the proposal final
approval; 4) we have received payment of the deposit and initial charges;
and 5) we issue written notice that insurance coverage is bound.

Ver. ppo_2070_2a

HZT

EquityComp®is a registeréd trademark of Applied Underwriters, Inc.
©2007 Applied Underwriters, Inc.

Page 1 of 5

Quote #025247-3 issued 1 1/09/12. Proposed Effective Date 11/13/12 at 12:01AM local time.

APPLIED O'CONNELL 000019

184



e T

Prepared for: ‘ Presented by:
O'Connell Landscape Maintenance, Inc. Tim Mooney
23091 Arroyo Vista B B & T Insurance Services of California Inc

Rancho Santa Margarita, CA 92688

Equity!
e

FROM APPLIED UNDERWRITERS

EquityComp™ is a seamlessly integrated package providing nationwide workers’ compensation coverage
and sophisticated risk financing solutions. EquityComp provides the best long term, cost effective
workers’ compensation solution available for middie market insureds in a broad range of industries in all

states.

APPLIED Y

A Berkshire Hathaway Company

Applied Underwriters is a premier financial services group of companies with leading expertise in the
casualty insurance, reinsurance, and business services disciplines. We were founded in 1994 with the
mission to provide creative insurance and business services solutions for employers countrywide. Applied
Underwriters’ business philosophy has always been rooted in the needs of the business owner. We think
like an owner and deliver solutions to the business owner accordingly.

As a member of Berkshire Hathaway Inc. we have the resources and experience that make us the industry
leader in our field. Our insurance companies, The North American Casualty Group, maintain an excellent
financial standing as recognized by industry rating organizations. This excellent financial standing is
based on delivering best practices in underwriting and claims, including medical management operations,
in every geographic trading area.

Our service commitment is built on the concept of high customer touch leading to superior service in all
aspects of our business. We achieve one of the highest customer satisfaction and retention rates in both
the insurance and business service industries. Applied Underwriters’ employees are simply the best in the
business. We maintain the highest competency level in every discipline, and these standards make us the

best, providing competitive products and unparalleled service to those we serve. 8§

o

EI

&

vy

3

t_

The North American’Casualty Group®, California Insurance Company?®, N

Continental Indemnity Company®, and Promesa Hoalth® are registered =

trademarks of Applied Underwriters, Inc.
Quote #025247-3 issued 11/09/12. Proposed Effective Date 11/13/12 at 12:01AM local time. Page 2 of §
APPLIED O'CONNELL 000020
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Prepared for: Presented by:
O'Connell Landscape Maintenance, Inc. Tim Mooney
23091 Arroyo Vista B B & T Insurance Services of California Inc

Rancho Santa Margarita, CA 92688

Policy Rating Information

Guaranteed cost workers' compensation insurance policies will be issued by admitted companies in conjunction with this program,
and the rating factors for these policies are listed below. All issuing companies are part of the North American Casualty Group,
rated A by A.M. Best, and are affiliates of Applied Underwriters Inc. a member of Berkshire Hathaway Inc. A Profit Sharing Plan,
effected through a reinsurance transaction that is separate from the guaranteed cost policies and independently rated, also applies.

Exp Freq - Sched Prem Exp Terrorism Net
MB_MBV.MQLMM_QBLML_M_Q.Q_MO! o Other1 Other2 Other3 Other4 Factor
CA A 1.060 0.90 .000 .000 0.610 0.582

A = California Insurance Company Est. Taxes and Assessments $66,060
E.L. Limits $1MM/$1MM/$1MM CA, Other1 = Loss Rating Factor

Profit Sharing Plan

This Profit Sharing Plan is a reinsurance transaction separate from the guaranteed cost policies. Your risk retention is created by
your participation in, and cession of allocated premiums and losses to our facultative reinsurance facility, Applied Underwriters
Captive Risk Assurance Company (AUCRA). AUCRA is a subsidiary of Applied Underwriters Inc., a member of Berkshire
Hathaway Inc. Your retention is held in a segregated, protected cell which is not liable for the debts and liabilities of any other
AUCRA cell. This Profit Sharing Plan is not a filed retrospective rating plan or dividend plan, and nothing contained herein is to be
so construed. This Profit Sharing Plan requires a minimum three year contractual commitment from you with significant penalties
for early cancellation. )

Based upon the annual payroll by class code information you provided, if you have no claims, your total net, three-year cost will be
$1,309,437. If you have claims, your final, net three-year cost will vary between this minimum cost and a three-year, maximum
possible cost of $7,418,451.

Estimated Net Cost
i m Maximum_
Single Year $436,479 $2,472,817

Three Years  $1,309,437 $7,418,451

Your actual, final net cost will be determined using the ultimate costs of your claims along with the factors and tables set forth
in your Reinsurance Participation Agreement (Final Agreement) which specifies how a portion of the premiums and losses
occurring under the guaranteed cost policies are ceded to AUCRA for further credit to your cell account.

You are required to maintain capital deposits in your cell account equal to the sum of 1) the estimated annual loss pick contain-
ment amount multiplied by 10% during the first year, 10% during the second year, or 10% thereafter; and 2) outstanding reserves
limited so to not exceed the maximum permissible cost. The estimated annual loss pick containment amount is $1 .545,607,
determined using estimated annual payroll and the rates listed under Billing Terms, and is subject to revision if actual payroll

varies from estimates made as of the date of this proposal. Since the ultimate cost of claims can not be known in advance with
certainty, loss development factors as set forth in the Final Agreement will be applied to all claims to estimate their ultimate

cost. Your capital deposits will be calculated and billed each month. At the end of the active term of the Profit Sharing Plan,
calculations will continue to be performed annually thereafter in accordance with the Final Agreement.

Ver. ppo_2251 2a

HZT

Quote #025247-3 issued 11/09/12. Proposed Effective Date 11/1 3/12 at 12:01AM local time. Page 3of 5

APPLIED O'CONNELL 000021

186



AS

Prepared for: Presented by:
O'Connell Landscape Maintenance, Inc. Tim Mooney
23091 Arroyo Vista B B & T Insurance Services of California Inc

Rancho Santa Margarita, CA 92688

Billing Terms

The rates below are per $100 of compensable payroll subject to all customary limitations and caps. The Pay-In Factor listed is based
on your expected loss experience and will vary as actual losses occur. A Net Pay-In Amount will be billed with each payroll cycle and
will include workers' compensation premium, fees for services, and capital deposits due to your cell account (where applicable, all
under a premium finance agreement with Applied Premium Finance, Inc.) Applied Risk Services, Inc. (see attached proposal for the
license number in your state) will act as billing agent on behalf of all of the companies involved in this program. You will be provided

rates stated. Premium taxes, assessments, certain account fees, waivers of subrogation, and certain surcharges are not included in
these composite rates, and will be billed separately. These charges are due as billed subject to adjustment at final audit and include,
but are not limited to: CA CIGA California Domiciled Insureds 0.0229, CA Fraud Surcharge 0.0026, CA Labor Enforcement

0.0024, CA Regulatory Surcharge 0.0024, CA Subsequent Injury Fund 0.0013, CA Uninsured Employers Fund 0.0014,

) Loss Pick . Pay-in _  Net Pay-In Estimated _ Est. Annual
Employee Classification Code Containment Rate Eactor Rate X Payroll = : X
Landscape Gardening - CA 0042 6.63 0.70 4.64 $ 19,550,000 $ 907,120
Tree Pruning Spraying CA 0106 17.69 0.70 12.39 1,350,000 167,265
Clerical Office Employ CA 8810 0.48 0.70 0.34 1,140,000 3,876
Outside Salesperson CA 8742 0.59 0.70 0.42 930,000 3,906
TOTAL 4.71 $ 22,970,000 $ 1,082,167
§1
§l
3
-
N
s i3
Quote #025247-3 issued 11/09/12. Proposed Effective Date 11/13/12 at 12:01AM local time. Page 4 of 5

APPLIED O'CONNELL 000022
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Prepared for:

O'Connell Landscape Maintenance, Inc.
23091 Arroyo Vista
Rancho Santa Margarita, CA 92688

Presented by:

Tim Mooney
B B & T Insurance Services of California Inc

Coverages

The North American Casualty Group is rated A (Excellent) VIlI by A. M. Best.

Workers’ Compensation and
Employer’s Liability Insurance

Services

APPLIEDL@

UNDERWRITERS

Your coverage is fully integrated into the package: all premium is paid
in full each billing cycle, and risk management products are provided to
further mitigate risk. Stop Gap coverage is not provided in monopolis-
tic states unless explicitly quoted. See the Policy Rating Information
section for terms and carriers affording coverage.

All services are provided exclusively by Applied Underwriters and its affiliates.

Integrated Billing System

Occupational Medical Care

Cell Captive Facility

We make it easy: each month, you will receive one convenient, inte-
grated statement for all charges for all coverages and services. Even
your Profit Sharing Plan will be calculated each month.

We will provide -access to exclusive medical care facilities and a net-
work of physicians dedicated to occupational medicine. Where avail-
able, you will be automatically enrolled in our closed medical network;

participation is mandatory.

We will establish an account for you in our segregated, protected cell
captive which was designed specifically for our small and mid-sized
insureds. You are responsible solely for your own risk retention, Cell
accounts are segregated and protected with additional solvency and
liability warranties underwritten by Continental Indemnity Company.

H Z T Ver. ppo 2470 2a

Quote #025247-3 issued 11/09/12. Proposed Effective Date 11/13/12 at 12:01AM local time. Page 5 of 5

APPLIED O'CONNELL 000023
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Plan Term 01/01/12 to 12/31/14

APPLIE DIQ Account No. 846827

UNDERWRITERS

Analysis of
Program
Costs,
Continued

For the Period 12/01/13 to 12/31/13

Total Deposit and Pay-In Requirements

Description Amounts as of 12/31/13

Estimated Annualized Loss Pick Containment Amount $700,318

Deposit Percentage 10%

Fixed Portion of Deposit Requirement $70,032
Loss Pick Containment Amount to Date 1,380,911 (a)

Presumed Loss Ratio for the Second Plan Year 40%

Presumed Losses to Date 552,364 (b)

Plan Losses to Date (from Reported Claims) 294,089 (c)

Subject Losses to Date (greater of b and c) 552,364 (d)

Aggregate Loss Limit for Entire Plan 1,974,897 (e)

Retained Losses (lesser of d and e) 552,364 (f)
Capital Deposit Requirement 622,396
Loss Pick Containment Amount to Date 1,380,911 (a)

Minimum Cost Factor 0.35 (h)

Retained Loss Ratio (f / a) 40%

Exposure Group Adjustment Factor 1.5073 (i)

Base Fees (a x h x i) 728,507
Total Pay-In Amount Due Under Your Contract 1,350,903
Total Pay-In We Are Requiring through 12/31/13 1,191,704
Less: Total Pay-In We Required Prior to 12/31/13 1,164,311
Amount Due at 12/31/13 * $27,393

* This is not a bill. The Amount Due reflects the Workers' Compensation Program charge on your last billing statement.
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Prepared for: Presented by:

O'Connell Landscape Maintenance, Inc. Tim Mooney

23091 Arroyo Vista B B & T Insurance Services of California Inc
Rancho Santa Margarita, CA 92688 (415)671-4560

Workers' Compensation
Program Summary & Scenarios

Equity
quity,

FROM APPLIED UNDBRWRITBRSP ‘

Prepared on: 10/29/2012
Proposed Effective Date: 11/13/2012

This document does not authorize any business services or bind any These worksheets are for illustrative purposes only and are based
insurance coverage. Insurance coverage will be bound only after: 1) we on client provided historical claims data, and should not be
{Applied Risk Services) issue a written quotation; 2) all conditions precedent construed to amend, modify, or otherwise change the terms of
have been satisfied; 3) we grant the proposal final approval; 4) we have your final Reinsurance Participation Agreement. The amounts
received payment of the deposit and initial charges; and 5) we issue written shown are estimates only. Actual amounts will vary depending
notice that insurance coverage is bound. upon your future payroll and claims, which cannot be determined

now with certainty. Each prospective client should review their
EquityComp® is a registered trademark of Applied Underwriters, Inc. own information and calculations with their advisor 1o determine
©2007 Applied Underwriters, Inc. their individual selection of level of risk retention.

APPLIED O'CONNELL 000011
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Prepared for: Presented by:

O'Connell Landscape Maintenance, Inc. Tim Mooney

23091 Arroyo Vista B B & T Insurance Services of California Inc
Rancho Santa Margarita, CA 92688 (415)671-4560

Proposal Summary

Program Benefits
Proposed Plan Runs 3-Years

This program is effected through a separate reinsurance transaction issued in conjunction with a fully insured, guaranteed cost,
workers' compensation policy and only your own individual claims experience will be used in determining your final cost. This
program is made possible by your participation in our reinsurance facility, Applied Underwriters Captive Risk Assurance
Company. '

Program benefits include:

m Available to both smaller and larger qualified employers.

m Only your own individual claims experience is used to determine your final cost and is independent of the claims experience of
any other policy holder.

m Allows for the efficient use of collateral; risk funding is paid real time based on your individual developed loss experience.

m Based on your individual claims experience, this program can provide immediate cash flow benefits and financial reward
unlike other plans that require waiting for cambersome retrospective or uncertain dividend calculations that can run for years
beyond policy expiration. :

= Bare bones pricing for loss free accounts.

APPLIED K9

UNDERWRITERS &

Applied Underwriters is a premier financial services group of companies with leading expertise in the casualty insurance,
reinsurance and business services disciplines. As a member of Berkshire Hathaway Inc. we have the resources and experience that
make us the industry leader in our field. Our insurance companies, The North American Casualty Group, maintain an excellent
financial standing as recognized by industry rating organizations. This excellent financial standing is based on delivering best
practices in underwriting and claims, including medical management operations, in every geographic trading area.

Our service commitment is built on the concept of high customer touch leading to superior service in all aspects of our business.
We achieve one of the highest customer satisfaction and retention rates in both the insurance and business service industries.
Applied Underwriters’ employees are simply the best in the business. We maintain the highest competency level in every
discipline, and these standards make us the best, providing competitive products and unparalleled service to those we serve.

| Proposal Summary and Scenario Worksheets Prepared on 10/29/2012 Page 2 of 8 ]

APPLIED O'CONNELL 000012
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Prepared for: Presented by:

O'Connell Landscape Maintenance, Inc. Tim Mooney

23091 Arroyo Vista B B & T Insurance Services of California Inc
Rancho Santa Margarita, CA 92688 (415)671-4560

Scenario Worksheet

Presentation Highlights
Proposed Plan Runs 3-Years

m Minimum Cost § 436,479 (annualized), Maximum Cost § 2,472,817 (annualized).

m No use of Loss Conversion Factors.

= Premium taxes and assessments are calculated using the guaranteed cost premium.

w The program is a three year commitment,

®m Rates and terms are fixed for 3 years.

m Low pay-in factors with monthly calculations provide up-front savings and easy cash flow.

m In-house claim adjusters with low caseloads ensures high-quality claims management.

s Use of our own medical networks and in-house medical bill review produces high-quality medical care at a low cost.

w All carriers are A rated. One unified program for your business needs across all states.

L Proposal Summary and Scenario Worksheets Prepared on 10/29/2012 ‘ Page 3 of 8 —l

APPLIED O'CONNELL 000013
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Prepared for: Presented by:

O'Connell Landscape Maintenance, Inc. Tim Mooney

23091 Arroyo Vista B B & T Insurance Services of California Ing
Rancho Santa Margarita, CA 92688 , (415)671-4560

Scenario Worksheet

Cost Comparison to a Single Year Program
Proposed Plan Runs 3-Years

Profit Sharing Program Guaranteed Cost Program
le Y. ror Cost i eti
Dollars
A

Highest Possible Cost $2,472,817 -

Fixed Premium
with No Opportunity
for Profit Sharing

Profit Sharing Opportunity
A I

Lowest Possible Cost $436,479

f

These worksheets are for illustrative purposes only and are based on client provided historical claims data, and should not be construed to amend, modify, o1
otherwise change the terms of your final Reinsurance Participation Agreement. The amounts shown are estimates only. Actual amounts will vary depending upon
your future payroll and claims, which cannot be determined now with certainty. Each prospective client should review their own information and calculations with
their advisor to determine their individual selection of level of risk retention.

LProposal Summary and Scenario Worksheets Prepared on 10/29/2012 Page 4 of 8
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Prepared for:

O'Connell Landscape Maintenance, Inc.
23091 Arroyo Vista
Rancho Santa Margarita, CA 92688

Presented by:

Tim Mooney

B B & T Insurance Services of California Inc

(415)671-4560

Scenario Worksheet

Final Cost at Various Claims Cost Levels
Proposed Plan Runs 3-Years

Single Year Prorated Amounts

Lowest Highest
Cost Cost
$436,479 $2,472,817

[ Final Cost Scenarios |

Final Cost Scenarios |

laiog cest | PO St Gl e | 4 O

$50,000 $496,294 $750,000 $1,228,294
$100,000 - $602,632 $800,000 |  $1,272,653
$150,000 $7086,961 $850,000 $1,317,012
$200,000 $753,483 $900,000 $1,339,1 1.4
$260,000 $806,807 $9560,000 $1,383,627
$300,000 $851,166 $1,000,000 $1,416,858
$350,000 $906,653 $1,050,000 $1 ,472;345
$400,000 $942,047 $1,126,000 | $1,545,607
$450,000 $984,243 $1,200,000 $1.627,5624
$500,000 $1,028,601 $1,300,000 $1,924,744
$550,000 $1,072,960 $1,400,000 $2,295,226
$600,000 $1,1086,191 $1,500,000 $2,426,139
$650,000 $1,150,704 $1,600,000 $2,437,268
$700,000 $1,195,083 $11,087,000 $2,472,817

| No Claims Cost | $436,479 |

These worksheets are for illustrative purposes only and are based on client provided historical claims date, and should not be construed to amend, modify, or
otherwise change the terms of your final Reinsurance Participation Agreement. The amounts shown are estimates only. Actual amounts will vary depending upon
your future payroll and claims, which cannot be determined now with certainty. Each prospective client should review their own information and calculations with
their advisor 1o determine their individual selection of level of risk retention. ,

L Proposal Summary and Scenario Worksheets Prepared on 10/29/2012 Page 5 of 8 l
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Prepared for: Presented by:

Tim Mooney
B B & T Insurance Services of California Inc
(415)671-4560

O'Connell Landscape Maintenance, Inc.
23091 Arroyo Vista
Rancho Santa Margarita, CA 92688

Scenario Worksheet

Final Cost at Various Claims Cost Levels
Proposed Plan Runs 3-Years

Cumulative 3-Year Program Amounts

l

Final Cost Scenarios

Lowest Highest
Cost Cost
$1,309,438 $7,418,450

Final Cost Scenarios

Clime Gost | Final Cost Cl:i‘rt::‘:;:st LG
$150,000 |  $1,488,882 $2,250,000 |  $3,684,882
$300,000 [  $1,807,896 $2,400,000 |  $3,817,959
$450,000 |  $2,120,883 $2,560,000 |  $3,951,036
$600,000 |  $2,260,449 $2,700,000 [  $4,017,342
$750,000 |  $2,420,421 $2,860,000 |  $4,150,881

$900,000 |  $2,553,498 $3,000,000 |  $4,250,574
$1,050,000 |  $2,719,959 $3,160,000 |  $4,417,036
$1,200,000 [  $2,826,141 $3,378,000 |  $4,636,821
$1,350,000 |  $2,952,729 $3,600,000 | 4,882,672
$1,500,000 |  $3,085,803 $3,900,000 |  $5,774,232
$1,650,000 [  $3,218,880 $4,200,000 | 6,885,678
$1,800,000 [  $3,318,573 $4,500,000 |  $7,278,417
$1,950,000 |  $3,452,112 $4,800,000 | $7,311,804
$2,100,000 |  $3,585,189 $33,261,000 [  $7,418,451
[ No Claims Cost | $1,309,438 |

These worksheets are for illustrative purposes only and are based on client provided historical claims data, and should not be construed to amend, modify, or
otherwise change the terms of your final Reinsurance Participation Agreement. The amounts shown are estimates only. Actual amounts will vary depending upon
your future payroll and claims, whit¢h cannot be determined now with certainty. Each prospective client should review their own information and calculations with
their advisor to determine their individual selection of level of risk retention.

I Proposal Summary and Scenario Worksheets Prepared on 10/29/2012 Page 6 of 8 1
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Prepared for: Presented by:

O'Connell Landscape Maintenance, Inc. Tim Mooney

23091 Arroyo Vista B B & T Insurance Services of California Inc
Rancho Santa Margarita, CA 92688 (415)671-4560

Scenario: Your Selected Ultimate Losses #1

Final Cost Scenario
Proposed Plan Runs 3-Years

Year 1 Year 2 Year 3
Estimated Ultimate Claims Cost by Year 764,000 764,000 764,000

Estimated Final Cost - Cumulative
| Year1 | Year2 | Year3 |
Ultimate Claims Cost 764,000 1,628,000 2,282,000

Minimum Cost 436,479 872,959 1,309,438
Maximum Cost 2,472,817 4,945,633 7,418,450

Estimated Final Cost|  1,239,422] 2,478,845] 3,718,267|

Year 1 Year 2 Year 3 3 -Year Total
Annual Estimated Final Cost 1,239,422 1,239,423 1,239,422 [ 3,718,2@

These worksheets are for illustrative purposes only and are based on client provided historical claims data, and should not be construed to amend, modify, or
otherwise change the terms of your final Reinsurance Participation Agreement. The amounts shown are estimates only. Actual amounts will vary depending upon
your future payroll and claims, which cannot be determined now with certainty. Each prospective client should review their own information and calculations with
their advisor to determine their individual selection of level of risk retention.

I Proposal Summary and Scenario Worksheets Prepared 10/28/2012 Page 7 of 8
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Prepared for: Presented by:

O'Connell Landscape Maintenance, Inc. Tim Mooney

23091 Arroyo Vista B B & T Insurance Services of California Inc
Rancho Santa Margarita, CA 92688 (415)671-4560

Scenario: Your Selected Ultimate Losses #2

Final Cost Scenario
Proposed Plan Runs 3-Years

Year 1 Year 2 Year 3
Estimated Ultimate Claims Cost by Year 1,200,000 1,200,000 1,200,000

Estimated Final Cost - Cumulative

Ii Year 1 | Year2 |  Year3 |

Ultimate Claims Cost 1,200,000 2,400,000 3,600,000

Minimum Cost 436,479 872,959 1,309,438
Maximum Cost 2,472,817 4,945,633 7,418,450

Estimated Final Cost| 1,627,5624] 3,2565,048] 4,882,573|

Year 1 Year 2 Year 3 3 -Year Total
Annual Estimated Final Cost 1,627,524] 1,627,524] 1,627,525 | 4,882,573

These worksheets are for illustrative purposes only and are based on client provided historical claims data, and should not be construed to amend, modify, or
otherwise change the terms of your final Reinsurance Participation Agreement. The amounts shown are estimates only. Actual amounts will vary depending upon
your future payroll and claims, which cannot be determined now with certainty. Each prospective client should review their own information and calculations with
their advisor to determine their individual selection of level of risk retention.

L Proposal Summary and Scenario Worksheets Prepared 10/29/2012 Page 8 of 8
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